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Question 1: Income Statement for the year ended 31st December 2021 for Wales plc:

Revenue: £578,650

Cost of Sales: £170,125

Gross Profit: £408,525

Operating Expenses:
Administrative expenses: £30,000
Interest paid: £2,000
Directors remuneration: £5,000
Distribution costs: £28,000 
Total Operating Expenses: £65,000

Operating Profit: £343,525



Other Income/Expenses:
Commission due: £3,000
Goods sent on credit: £980 
Total Other Income/Expenses: £3,980

Profit before Tax: £347,505

Income Tax Expense: £100,000

Net Profit for the year: £247,505

b) The statement of financial position balances because it shows the company's assets, liabilities, and equity at a specific point in time, and the total of all assets must equal the total of all liabilities and equity. This is because assets are financed either by borrowing money (liabilities) or by using the company's own money (equity). In other words, the statement of financial position is a snapshot of a company's financial position at a specific point in time, and it shows that the resources of the company are equal to the claims on those resources.

QUESTION 2:
a) Ratios for Sweets plc for 2021 and 2020:
1- ROCE (Return on Capital Employed) = Operating Profit / Capital Employed
2021: 805 / (5485 + 1613 + 335 + 7433) = 805 / 15,756 = 0.051 or 5.1% 
2020: 699 / (5809 + 1605 + 318 + 7732) = 699 / 14,564 = 0.048 or 4.8%

2- ROE (Return on Equity) = Net Profit / Shareholder's Equity
2021: 431 / 3,088 = 0.138 or 13.8% 
2020: 366 / 2,912 = 0.125 or 12.5%

3- Earnings per share (EPS) = Net Profit / Number of shares
2021: 431 / (300 * 1,000,000) = 0.00143 or £0.00143 
2020: 366 / (300 * 1,000,000) = 0.00122 or £0.00122

4- Net profit margin = Net Profit / Revenue
2021: 431 / 6,738 = 0.0644 or 6.44% 
2020: 366 / 6,441 = 0.0569 or 5.69%

5- Asset turnover = Revenue / Total assets
2021: 6,738 / 9,736 = 0.69 
2020: 6,441 / 10,087 = 0.638

6- Stock holding days = (Inventory / Cost of Sales) * 365
2021: (708 / 3235) * 365 = 92.4 days 
2020: (659 / 3096) * 365 = 92.3 days


7- Debtors collection period = (Trade Receivables / Revenue) * 365
2021: (1249 / 6738) * 365 = 54.2 days 
2020: (1287 / 6441) * 365 = 56.5 days

8- Current ratio = Current assets / Current liabilities
2021: 2303 / 2511 = 0.913 
2020: 2355 / 3046 = 0.777

9- Gearing ratio = (Non-current liabilities / Total assets)
2021: 4137 / 9736 = 0.426 
2020: 4129 / 10087 = 0.408

10- Interest cover = Operating Profit / Interest payable
2021: 805 / 22 = 36.6 
2020: 699 / 26 = 26.9

b) Based on the financial statements and the ratios calculated, it can be seen that Sweets plc had a decent financial performance and position in 2021. The ROCE and ROE increased slightly compared to 2020. The EPS increased slightly as well, indicating a positive effect on shareholders. The net profit margin also slightly increased, indicating a stronger profitability. The asset turnover ratio decreased slightly, indicating that the company is not making efficient use of its assets. The stock holding days and debtors collection period remained the same between 2020 and 2021, indicating that the company's inventory and trade receivables are being managed consistently. The current ratio decreased slightly, indicating a weaker liquidity position. The gearing ratio increased slightly, indicating a higher level of debt in the company's capital structure. The interest cover ratio increased, indicating that the company is generating more operating profit to cover its interest expenses. Overall, Sweets plc had a decent financial performance and position in 2021, but there is still room for improvement in terms of asset efficiency and liquidity.
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