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Question 1
a) Income Statement for the year ended 31st December 2022 for Wales plc:
	
	£

	Sales
	800,000

	Cost of sales
	(578,650)

	Gross profit
	221,350

	Administrative expenses
	(30,000)

	Directors remuneration
	(5,000)

	Distribution costs
	(28,000)

	Operating profit
	158,350

	Interest payable
	(2,000)

	Profit before tax
	156,350

	Corporation tax expense
	(100,000)

	Net profit for the year
	56,350

	
	


b) Statement of Financial Position as at 31st December 2022 for Wales plc:
	Fixed Assets
	

	Plant and equipment
	1,250,000

	
	

	Current Assets
	

	Stock
	510,850

	Trade receivable
	170,125

	Cash and bank
	96,000

	Accrued commission
	3,000

	Goods in transit
	980

	
	

	Total Assets
	2,031,955

	
	

	Current Liabilities
	

	Trade payable
	(188,625)

	
	

	Long-term Liabilities
	

	2% Debentures
	(200,000)

	
	

	Equity
	

	£1 ordinary shares
	900,000

	10% preference shares
	500,000

	Retained profits
	132,000

	
	

	Total Liabilities and Equity
	2,031,955

	
	


b) The statement of financial position balances because it follows the fundamental accounting equation of Assets = Liabilities + Equity. The total assets of the company equal the total liabilities and equity, indicating that the company's resources are financed by a combination of debts and equity.
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Question 2
	Ratio
	Formula
	2021
	2020

	ROCE
	Operating Profit / (Non-Current Assets - Intangible Assets)
	10.86%
	9.23%

	ROE
	Profit for the year / Shareholders' Equity
	13.98%
	12.56%

	Earnings per share
	Profit for the year / Number of ordinary shares
	£0.862
	£0.732

	Net profit margin
	Profit for the year / Revenue
	6.40%
	5.68%

	Asset turnover
	Revenue / Total assets
	0.69
	0.64

	Stock holding days
	(Inventory / Cost of sales) x 365 days
	64.12 days
	63.31 days

	Debtors collection period
	(Trade receivables / Revenue) x 365 days
	20.93 days
	21.33 days

	Current ratio
	Current assets / Current liabilities
	0.92
	0.77

	Gearing ratio
	(Loans and other borrowings / Total assets) x 100%
	42.37%
	40.90%

	Interest cover
	Operating profit / Interest payable
	3.57
	3.86


To comment on the financial performance and position of Sweets plc:
•Overall, Sweets plc showed improvement in most of the ratios, indicating a positive financial performance and position. However, the increase in gearing ratio and decrease in interest cover may pose a potential risk for the company's financial stability.
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