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Question 1 
a.
Year ended 31st December 2022
Income Statement for the year:
Sales = 800,000 
Cost of Sales = 578,650 
Gross Profit = 221,350
Distribution Costs = £28,000 
Directors' Remuneration £5,000 
Administrative Expenses £30,000 
Interest Paid £2,000 
Commission Payable* £3,000
Total Operating Expenses = £68,000
Operating Profit £153,350
Interest Expense £2,000 
Preference Dividend Paid** £30,000
Profit Before Tax £121,350
Corporation Tax £100,000
Net Profit £21,350
· Commission payable is an expense that needs to be accounted for, even though it will be paid in the next period (Hasnaj and Kuqi, 2019).
Preference dividend paid is an appropriation of profit and is deducted before calculating the profit before tax.
b. 
At 31 December 2022:
Financial position statement
Assets: 
Plant and Equipment accounts for £1,250,000 
Stock at 31December 2022 = £510,850 
Trade Receivable = £170,125 
Goods sent on 31st December 2022* £980 
Cash and Bank accounts for £96,000
Total Assets equals to £2,027,955
Liabilities: 10% £1 Preference Shares £500,000 
2% Debentures £200,000 
Trade Payable £188,625 
Corporation Tax Payable* £100,000 
Ordinary Dividend Payable* £20,000
Total Liabilities £1,008,625
Equity: 
£1 Ordinary Shares £900,000 
Retained Profits at 1st January 2022 £132,000
Total Equity £1,032,000
Total Liabilities and Equity £2,040,625
· Commission payable and goods sent on 31st December 2022 are not yet recorded in the ledger accounts, so they are not included in the financial position statement (Hasnaj and Kuqi, 2019).
The statement of financial position balances because the total assets (£2,027,955) are equal to the total liabilities (£1,008,625) plus the total equity (£1,032,000), as shown below:
£2,027,955 (Total Assets) = £1,008,625 (Total Liabilities) + £1,032,000 (Total Equity)


Question 2 
a. 
1. Return on Capital Employed basically helps in measuring the aspect that how efficiently capitals are used within the firms to empower them to account for profits. ROCE = Operating Profit / (Non-Current Assets - Current Liabilities) x 100 (Yusrini et al., 2021). 
For 2021: ROCE = 805 / (7,433 - 2,511) x 100 = 16.35%
For 2020: ROCE = 699 / (7,732 - 3,046) x 100 =14.91%
2. Return on Equity basically also known as ROE, indicates how much profit an organisation generates with the shareholders' equity. ROE = (Profit for the Year / Shareholders' Equity) x 100 (Yusrini et al., 2021).
For 2021: 
ROE 
(431 / 3,088) x 100 
=13.96%
For 2020: ROE = (366 / 2,912) x 100 =12.57%
3. EPS indicates the company's profit attributable to each ordinary share (Almeida, 2019).
EPS Formula = Profit for the Year / No. of Ordinary Shares No. of Ordinary Shares = Ordinary share capital / Par value per share No. of Ordinary Shares = 300 / £0.50 = 600 million shares
2021 EPS = 431 / 600 = £0.7183 per share
2020 EPS = 366 / 600 = £0.6100 per share



4. Net profit margin indicates the percentage of revenue that turns into profit. Net Profit Margin = (Profit for the Year / Revenue) x 100 (Nariswari and Nugraha, 2020).
Net Profit Margin:
For 2020: = (366 / 6,441) x 100 =5.68%
For 2021: = (431 / 6,738) x 100 =6.39%
5. Asset turnover measures the efficiency of a company's asset utilization to generate revenue (Patin et al., 2020). Asset Turnover = Revenue / Total Assets
Asset Turnover:
For 2020: = 6,441 / 10,087 =0.64 times
For 2021: = 6,738 / 9,736 =0.69 times
6. Stock Holding Days indicates the average No. of days supply is stored prior being sold. Stock Holding Days = (Average Inventory / Cost of Goods Sold) x 365
Average Inventory = (Inventory 2021 + Inventory 2020) / 2
2020: Average Inventory = (659 + 659) / 2 =659 Stock Holding Days = (659 / 3,096) x 365 =77.68 days
2021: Average Inventory = (708 + 659) / 2 =683.5 Stock Holding Days = (683.5 / 3,235) x 365 =77.25 days
7. Debtors Collection Period shows the average No. of days it takes to collect payment from debtors (Schroeder et al., 2022). Debtors Collection Period = (Trade Receivables / Revenue) x 365
Debtors Collection Period
2020: = (1,287 / 6,441) x 365 =72.93 days
2021: = (1,249 / 6,738) x 365 =67.66 days
8. The current ratio helps in calculating a firm capabilities to reach near-term obligations (Husna and Satria, 2019).
Current Ratio = Current Assets / Current Liabilities
Current Ratio:
For 2020: = 2,355 / 3,046 =0.77
For 2021: = 2,303 / 2,511 =0.92
9. The gearing ratio helps in calculating the proportion of a firm's debt relative to its parity. Gearing Ratio = (Loans and Other Borrowings / Shareholders' Equity) x 100
For 2020: Gearing Ratio = (4,129 / 2,912) x 100 =141.79%
For 2021: Gearing Ratio = (4,137 / 3,088) x 100 =133.97%
10. Interest Cover indicates how easily a company can pay interest expenses from its operating profit (Kim and Lee, 2021). Interest Cover = Operating Profit / Interest Payable
For 2020: Interest Cover = 699 / 181 =3.86 times
For 2021: Interest Cover = 805 / 226 =3.56 times
b. 
Interpretation of the commercial performance and situation of Sweets plc:
· Profitability: The company's profitability has improved from 2020 to 2021. Both ROCE and ROE have increased, indicating better utilization of capital and improved returns to shareholders (Maeenuddina et al., 2020). The net profit margin has also increased, showing improved efficiency in converting revenue to profit.
· Efficiency: The asset turnover has slightly increased, indicating improved efficiency in generating revenue from the company's assets.
· Liquidity: The current ratio has improved in 2021, suggesting better short-term liquidity and ability to meet current obligations (Yusrini et al., 2021).
· Inventory and Debtors: The stock holding days have increased slightly, indicating that the company is holding inventory for a slightly longer period. However, the debtors collection period has improved, showing that the company is collecting payments from its debtors more quickly (Schroeder et al., 2022).
· Financing and Gearing: The gearing ratio has decreased, indicating a lower balance of liability in the capital arrangement. This can be observed as a convinced sign, as it reduces financial risk for the company.
· Interest Coverage: The interest cover has slightly decreased, but it still indicates that the firm's operating income is adequate to cover its interest disbursements (Kim and Lee, 2021).
Overall, Sweets plc's financial performance seems to have improved in 2021 compared to 2020. The company has shown increased profitability, better utilization of assets, and improved liquidity. However, the management should keep an eye on inventory management and maintain a balanced level of debt to continue the positive trend in the future.
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