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QUESTION 1

a)



INCOME STATEMENT FOR THE YEAR ENDED 31st December 2021 for Wales plc


	
	£’000

	Revenue 
	800,000

	Cost of sales
	 (578,650) 

	Gross profit
	221,350

	Directors remuneration
	(5,000)  

	Distribution costs
	(28,000)

	Administration expenses
	(30,000)

	Operating profit
	158,350

	Finance costs (Interest paid)
	(2,000)

	Profit before tax
	156,350

	Taxation
	(100,000)

	Profit for the period
	 56,350 

	
	

















STATEMENT OF FINANCIAL POSITION AS AT 31st December 2021 for Wales plc

	
	£’000
	£’000

	ASSETS
	
	

	Non-current assets
	
	

	Property, plant & equipment
	1,250,000
	

	Intangible assets
	  
	

	
	
	1,250,000

	Current assets
	
	

	Inventories
	430,600
	

	Trade and other receivables
	170,125
	

	Cash and cash equivalents
	 176,250 
	

	
	
	 776,975 

	Total assets
	
	 2,026,975 

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade and other payables
	188,625
	

	Short term borrowings
	
	

	Current tax payable
	  
	

	
	
	188,625

	Non-current liabilities
	
	

	Long term borrowings (4%Debentures)
	200,000
	

	Long term provisions
	  
	

	
	
	 200,000 

	Total liabilities
	
	 388,625 

	
	
	

	Net assets
	
	 1,638,350 

	
	
	

	EQUITY
	
	

	Share capital
	
	1,000,000

	Share premium (10%Preference share)
	
	400,000

	Other reserves
	
	

	Retained earnings (132,000+56,350+20,000+30,000)
	
	 238,350 

	Total equity
	
	 1,638,350

	
	
	




b)
The statement of financial position balances because the total assets of the company equal the sum of the total liabilities and total equity of the company. This is because the assets of the company are financed either by liabilities (e.g., trade payables, debentures, debts) or equity invested by its shareholders (e.g., ordinary shares, preference shares, retained earnings). “In other words, you can’t pay for something in the business unless you get the money from somewhere, such as a bank, investors or the business earnings” (Tracy, 2015)





































QUESTION 2 

a)

1- ROCE


2021 – ROCE = 805/ (9736-2511) x 100 = 11.14 = 11%

2020 – ROCE = 699/ (10087-3046) x 100 = 9.92 = 10%


2- ROE


2021 – ROE = 431/3088 x 100 = 13.96 = 14%

2020 – ROE = 366/2912 x 100 = 12.57 = 12.5%


3- Earnings per share

2021 – EPS = 431/300 = 144p

2020 – EPS = 366/300 = 122p


4- Net profit margin


2021 – NPM = 805/6738 x 100 = 11.94 = 12%

2020 – NPM = 699/6441 x 100 = 10.85 = 11%


5- Asset turnover


2021 – AT = 6738 / (3088 + 4137) = 0.93

2020 – AT = 6441 / (2912 + 4129) = 0.91


6- Stock holding days

2021 – SHD = 708/3235 x 365 = 79.88 = 80days

2020 – SHD = 659/3096 x 365 =77.69 = 78days


7- Debtors collection period


2021 – DCP = 1249/6738 x 365 = 67.66 = 68days

2020 – DCP = 1287/6441 x 365 = 72.93 = 73days


8- Current ratio


2021 – CR = 2303/2511 = 0.92

2020 – CR = 2355/3046 = 0.77

9- Gearing ratio


2021 – GR = 4137/ (4137+3088) x 100 = 57.26 = 57%

2020 – GR = 4129/ (4129+2912) x 100 = 58.64 = 59%


10- Interest cover


2021 – IC = 805/226 = 3.56 = 3.6times

2020 – IC = 699/181 = 3.86 = 3.9times


b) 
Based on above information, it appears that Sweets plc has seen an improvement in their financial performance and position from 2020 to 2021. The ROCE and ROE have both increased, indicating a better return on investment and equity. Earnings per share has also increased, demonstrating higher earnings per share. The net profit margin has also improved, showing a higher percentage of profits compared to revenue.
In terms of asset management, the asset turnover ratio has slightly improved, indicating that the company is using its assets more efficiently. However, the stock holding days and debtors collection period have both increased, indicating that the company may be having issues with inventory management and collecting payment from its customers.
The current ratio has improved, showing that the company has a better ability to meet its short-term obligations. Gearing ratio has decreased, indicating that the company has less debt in comparison to equity. Interest cover also decreased; this means that the company has less capacity to pay interest expenses.
Overall, it seems that Sweet plc has made some progress in improving its financial performance and position, but there may still be some areas for improvement, particularly in inventory management and collecting payment from customers.
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