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QUESTION 1
Required:
a) Prepare an income statement for the year ended 31st December 2021 for Wales plc and a statement of financial 
position as at that date. [40 marks]
b) Why does the statement of financial position balance? [10 marks]

QUESTION 2
Required:
a. Calculate the following ratios for Sweets plc for 2021 and 2020, showing the formulas and workings:
1- ROCE
2- ROE
3- Earnings per share
4- Net profit margin
5- Asset turnover
6- Stock holding days
7- Debtors collection period
8- Current ratio
9- Gearing ratio
10- Interest cover
 [40 marks]
b. Using the information in the financial statements and the ratios you have calculated, comment on the financial performance and position of Sweets plc. [10 marks]


Question 1 a) Income statement for the period ended 31st December 2021
	
	£

	Revenue
	800,000

	Cost of sales
	(578,650)

	Gross profit
	221,350

	Distribution cost
	28,000

	Administration expenses
	30,000+5000+3000

	Other income
	980

	Operating profit
	154,370

	Income from investments
(100,000x12%)
	12,000

	Profit before tax
	142,370

	Taxation
	100,000

	Profit for the period
	42,370




Statement of financial position as at 31st December 2021
	
	£
	£

	Non-current assets
	
	

	Plant and equipment
	650,000
	

	Total non-current assets
	
	650,000

	Current assets
	
	

	Trade receivables
	170,125
	

	Inventory
	330,600
	

	Cash at bank
	76,250
	

	Total current assets
	
	576,975

	Total assets
	
	1,226,975

	Liabilities
	
	

	Trade payables
	
	188,625

	Non-current liabilities
	
	

	Ordinary dividend paid 
	
	20,000

	Preference dividend paid
	
	30,000

	Equity 
	
	

	£1 ordinary shares
	500,000
	

	Retained profit
	132,000
	

	10% £ preference shares
	200,000
	832,000

	Other reserves 4% debentures
	
	100,000

	Total equity and liabilities
	
	1,170,625



Question 1 b) It should always balance because it shows you where the money came and what has been used. Records all entries and make sure they are in the right place. It is a double entry system, and it should include assets, liabilities and shareholder’s equity. 
Question 2 
a) 1. ROCE – Return on capital employed

         assets employed= total assets-current liability

2021                                                                                                                         2020
 11,14%                                                           9,92%

2. ROE – Return on equity         
     

2021                                                                                                                         2020
13,95%                                                                         12,56%

3. Earnings per share 



2021                                                                                                                           2020
 =  1,43p                                                                                                             1,22p

4. Net profit margin



2021                                                                                                                          2020
 11,94%                                                                                        10,85%

5. Asset turnover

2021                                                                                                                            2020
 = 0,93                                                                                                         = 0,91

6. Stock holding days



2021                                                                                                                              2020
 79,88 = 80 days                                                                          77,69 = 78 days

7. Debtors collection period



2021                                                                                                                                 2020
 67,65 = 68 days                                                                            72,93 = 73 days

8. Current ratio



2021                                                                                                                                   2020
 = 0,91                                                                                                                 = 0,77

9. Gearing ratios


2021                                                                                                                                   2020 
 57,25%                                                                                  58,64%
10. Interest cover



2021                                                                                                                         2020
 = 3,56                                                                                                              = 3,86


