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[bookmark: _Toc143861970]Question 1
A) [bookmark: _Toc143861971]Income Statement for the year ended 31st December 2022 for Wales plc
	 
	£
	£

	Sales
	      900,000 
	 

	Less cost of sales
	    (578,650)
	 

	Gross profit
	 
	      321,350 

	Expenses
	 
	 

	Admin expenses
	      (30,000)
	 

	Distribution costs
	      (28,000)
	 

	Sales commission expense
	         (3,000)
	 

	Directors remuneration
	         (5,000)
	 

	Total expenses
	 
	      (66,000)

	Profit before interest and Tax
	 
	      255,350 

	Interest paid
	         (2,000)
	 

	Ordinary dividends paid
	      (20,000)
	 

	Preference dividends paid
	      (30,000)
	 

	Total 
	 
	      (52,000)

	Income before tax
	 
	      203,350 

	Tax
	 
	    (100,000)

	Net profit 
	 
	      103,350 

	Retained profits on 1st January 2022
	      132,000 
	 

	Retained profits on 31st December 2022
	 
	      235,350 



B) [bookmark: _Toc143861972]Statement of Financial Position for Wales Plc
	Current assets
	£
	£

	Stock
	      510,850 
	 

	Trade receivable
	      170,125 
	 

	Cash & Bank
	         96,000 
	 

	Total current assets
	 
	      776,975 

	Non-current assets
	 
	 

	PPE
	   1,250,000 
	 

	Total non-current assets
	 
	   1,250,000 

	Total assets
	 
	  2,026,975 

	Equity & Liabilities
	 
	 

	Equity
	 
	 

	Ordinary shares (900000x1)
	      900,000 
	 

	Preference shares (500000x1)
	      500,000 
	 

	Retained profits
	      135,350 
	 

	Total equity
	 
	  1,535,350 

	Liabilities
	 
	 

	Non-current liabilities
	 
	 

	Debentures
	      200,000 
	 

	Total non-current liabilities
	 
	      200,000 

	Current liabilities
	 
	 

	Trade payable
	      188,625 
	 

	Income tax
	      100,000 
	 

	Sales commission
	           3,000 
	 

	Total current liabilities
	      291,625 
	 

	Total liabilities
	 
	      491,625 

	Total liabilities and equity
	 
	  2,026,975 
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A) [bookmark: _Toc143861974]Ratios for Sweets Plc for 2021 & 2020.
	 
	
	
	2021
	
	2020

	1- ROCE
	(Operating Profit / Capital Employed) * 100
	(805/7225)
	11.14%
	699/7041
	9.93%

	2- ROE
	(Profit for the Year / Shareholders' Equity) * 100
	431/3088
	13.96%
	366/2912
	12.57%

	3- Earnings per share
	Profit for the Year / Number of Ordinary Shares
	431/600
	0.72
	366/600
	0.61

	4- Net profit margin
	Net profit/sales x 100
	431/6738
	6.40%
	366/6441
	5.68%

	5- Asset turnover
	Revenue / Capital employed
	6738/7225
	0.93
	6441/7041
	0.91

	6- Stock holding days
	(Inventory / Cost of Goods Sold) * 365
	(708/3235)*365
	79.883
	(659/3096)*365
	77.692

	7- Debtors collection period
	(Trade Receivables / Revenue) * 365
	(1249/6738)*365
	67.659
	(1287/6441)*365
	72.932

	8- Current ratio
	Current assets / current liabilities
	2303/2511
	0.9172
	2355/3046
	0.7731

	9- Gearing ratio
	(Non-Current Liabilities / (Equity + Non-Current Liabilities)) * 100
	(4137 / (3088 + 4137))*100
	57.21%
	(4129 / (2912 + 4129)) * 100
	58.61%

	10- Interest cover
	Operating Profit / Interest Payable
	805/226
	3.5619
	699/181
	3.8619





B) Financial performance position of Sweets plc
The financial performance and standing of Sweets plc improved steadily throughout 2020 and into 2021. Increases in important metrics such as Return on Capital Employed (ROCE) from 2020's 9.93% to 2021's 11.14% indicate this progress. That's a good sign that the firm made a profit on its last year's investment. One or more of better resource allocation, operational efficiency, and smarter pricing may have contributed to this uptick.
A similar trend in ROE increased from 12.57% in 2020 to 13.96% the following year. This means that the profits to shareholders' equity ratio at Sweet's plc has increased. An increase in earnings per share may result from a decline in outstanding shares, an increase in net income, or the efficient use of retained earnings.
The company also increased its earnings per share (EPS) from £0.61 in 2020 to £0.72 in 2021. Increased earnings per share for common shareholders may occur due to increased profitability, better cost control, or lower dividend payments.
From 2020 to 2021, the Net Profit Margin increased from 5.68% to 6.40%. This growth indicates that Sweets plc become more effective at turning its revenues into a profit. It's possible that efforts to control costs, streamline operations, and implement better pricing strategies contributed to the rise in net profit margin.
In 2021, the Asset Turnover rose from 0.91 in 2020 to 0.93, maintaining a steady state. This indicates that the firm gained a larger profit margin for each dollar of invested capital. While not a huge shift, it indicates that Sweets plc has continued to make good use of its resources to produce revenue, whether through more efficient production or advertising.
The number of days an investor held onto their stock rose from 77.692 in 2020 to 79.883 in 2021. This increase may suggest that it took longer for Sweets plc to turn their inventory into sales. This is not a huge jump, but it does suggest that the business review its inventory management procedures and look for ways to shorten holding periods and free up working capital.
Debtors Collection Period improved from 2020's 72.932 to 2021's 67.659 days. This means the corporation is getting better at collecting money from clients on schedule. Efficient credit control measures or a shift in the clientele base may explain the decline.
In 2021, the company's Current Ratio increased from 2020's 0.7731, showing greater liquidity and a more comfortable ability to meet short-term obligations. Better management of current assets and liabilities may be responsible for the decrease in working capital gaps that have contributed to the increase in liquidity.
From 2020 to 2021, the Gearing Ratio dropped from 58.61 to 57.21. This suggests that long-term debt is less crucial than equity and long-term debt combined. This decline could be indicative of an effort to enhance the organization's capital structure or a general lessening of financial risk.
Finally, the Interest Cover saw a minor drop from 3.8619 in 2020 to 3.5619 in 2021, remaining consistent overall. It appears that the company's operational profits are covering interest costs. Possible causes for the small drop include shifts in interest rates and adjustments to the debt structure of the organization.
The financial performance and standing of Sweets plc improved in 2021 compared to 2020. Profitability rose, capital use efficiency increased, and the firm's liquidity and financial stability strengthened. The company's strategic initiatives to optimize its operations and make sound financial decisions are reflected in the improvement of several key ratios. However, successful inventory management requires attention to the minor rise in stock holding days. Sweets plc appears to be on the right track to maintain and, hopefully, improve its financial health and performance.

