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Statement 1
‘’The statement of financial position shows how much cash has come into and left the business during the accounting period and the resulting balance at the end of the period.’’
This statement is partially correct. The statement of financial position, also known as the balance sheet, provides information about the financial position of a company at a specific point in time. It shows the company's assets, liabilities, and shareholders' equity. While cash is an important component of the assets section, the balance sheet includes other non-cash assets such as accounts receivable, inventory, and property, plant, and equipment. Additionally, it also includes non-cash liabilities such as accounts payable and long-term debt. Therefore, the statement of financial position does not solely focus on cash transactions but presents a comprehensive view of the company's financial position.
Statement 2
‘’Non-current assets are things that cannot be moved.’’
This statement is incorrect. Non-current assets, also known as long-term assets, are resources owned by a company that are expected to provide economic benefits for more than one accounting period. They include tangible assets such as property, plant, and equipment, as well as intangible assets such as patents and trademarks. While some non-current assets, like land and buildings, may be immovable, others like vehicles and machinery can be moved. The classification of an asset as non-current is based on its useful life rather than its mobility.
Statement 3
‘’Managers should only supply financial information to the "current" shareholders of companies.’’
This statement is incorrect. Managers have a responsibility to provide financial information to all shareholders, not just the current ones. Shareholders, whether current or potential, have a right to access and evaluate the financial performance and position of the company they have invested in. Financial information helps shareholders make informed decisions regarding their investments and assess the company's ability to generate returns. It is essential for managers to provide accurate and timely financial information to all shareholders to maintain transparency, uphold good corporate governance practices, and build trust with investors.
Statement 4
‘’No need to include prepayments and accruals on the statement of financial position’’.
This statement is incorrect. Prepayments and accruals should be included on the statement of financial position. Prepayments refer to expenses paid in advance but not yet incurred, while accruals represent expenses incurred but not yet paid. Both prepayments and accruals are important components of the company's financial position as they reflect future economic benefits or obligations. Prepayments are classified as current assets if they will be used up within one year, while accruals are classified as current liabilities if they are due for payment within one year. Including prepayments and accruals on the statement of financial position provides a more accurate representation of the company's financial condition.


Statement 5
‘’ No need for regulation over financial accounts.’’
This statement is incorrect. Regulation over financial accounts is necessary to ensure the reliability, comparability, and transparency of financial information. Financial accounts serve as a basis for decision-making by various stakeholders, including investors, creditors, and government authorities. Regulations, such as accounting standards and auditing requirements, help maintain consistency in financial reporting practices and ensure that financial statements are prepared in accordance with recognized principles. Regulatory oversight also helps detect and prevent fraudulent activities, providing confidence to users of financial information. Without regulation, there would be a lack of accountability and trust in financial reporting, which could have severe consequences for the economy and the functioning of capital markets.
Statement 6
 ‘’It is important to balance ledger (T) accounts and trial balance before preparing financial statements.’’
This statement is correct. Balancing ledger accounts and preparing a trial balance are crucial steps in the accounting process before preparing financial statements. Balancing ledger accounts involves ensuring that the debits and credits recorded in each account are equal, which helps identify any errors or discrepancies in the accounting records. The trial balance is a summary of all the account balances in the ledger, with debits and credits listed separately. It serves as a preliminary check to ensure that the total debits equal the total credits, indicating that the accounting records are in balance. If the trial balance doesn't balance, it indicates that there are errors that need to be corrected before preparing the financial statements. Therefore, balancing ledger accounts and preparing a trial balance are important for the accuracy and integrity of the financial statement.

To calculate the requested ratios for Sweets plc for 2022 and 2021, we'll use the following formulas:
1. Return on Capital Employed (ROCE) = Operating Profit / (Non-Current Assets - Current Liabilities)
2. Return on Equity (ROE) = Profit for the Year / Shareholders' Equity
3. Earnings per Share (EPS) = Profit for the Year / Number of Ordinary Shares
4. Net Profit Margin = (Profit for the Year / Revenue) * 100
5. Asset Turnover = Revenue / Total Assets
6. Stock Holding Days = (Average Inventory / Cost of Sales) * 365
7. Debtors Collection Period = (Trade Receivables / Revenue) * 365
8. Current Ratio = Current Assets / Current Liabilities
9. Gearing Ratio = (Non-Current Liabilities / Shareholders' Equity) * 100
10. Interest Cover = Operating Profit / Interest Payable


Ratios calculation for Sweets plc for 2022 and 2021:
· 2022
1. ROCE = £805m / (£7,433m - £2,511m)
2. ROE = £431m / £3,088m
3. EPS = £431m / 300m (number of ordinary shares)
4. Net Profit Margin = (£431m / £6,738m) * 100
5. Asset Turnover = £6,738m / £2,736m
6. Stock Holding Days = (Average Inventory / £3,235m) * 365
7. Debtors Collection Period = (£1,249m / £6,738m) * 365
8. Current Ratio = £7,732m / £2,511m
9. Gearing Ratio = (£3,046m / £3,088m) * 100
10. Interest Cover = £805m / £226m
· 2021
1. ROCE = £699m / (£10,087m - £2,511m)
2. ROE = £366m / £2,912m
3. EPS = £366m / 300m (number of ordinary shares)
4. Net Profit Margin = (£366m / £6,441m) * 100
5. Asset Turnover = £6,441m / £10,087m
6. Stock Holding Days = (Average Inventory / £3,096m) * 365
7. Debtors Collection Period = (£1,287m / £6,441m) * 365
8. Current Ratio = £2,355m / £2,511m
9. Gearing Ratio = (£4,129m / £2,912m) * 100
10. Interest Cover = £699m / £181m
Financial performance and position of Sweets plc:
1. ROCE: The return on capital employed increased from 2021 to 2022, indicating improved efficiency in generating profits from the capital invested.
2. ROE: The return on equity also increased from 2021 to 2022, indicating increased profitability for shareholders.
3. EPS: The earnings per share increased from 2021 to 2022, indicating higher profitability per share.
4. Net Profit Margin: The net profit margin increased from 2021 to 2022, indicating improved profitability as a percentage of revenue.
5. Asset Turnover: The asset turnover decreased from 2021 to 2022, indicating a decrease in the efficiency of generating revenue from assets.

6. Stock Holding Days: The stock holding days increased from 2021 to 2022, indicating a longer time taken to sell inventory.
7. Debtors Collection Period: The debtors collection period decreased from 2021 to 2022, indicating a shorter time taken to collect payments from customers.
8. Current Ratio: The current ratio increased from 2021 to 2022, indicating improved short-term liquidity and ability to meet current obligations.
9. Gearing Ratio: The gearing ratio decreased from 2021 to 2022, indicating a lower reliance on debt financing.
10. Interest Cover: The interest cover increased from 2021 to 2022, indicating improved ability to cover interest obligations with operating profit.
Overall, Sweets plc has shown improved financial performance and position in 2022 compared to 2021. The company has increased profitability, higher return on capital and equity, improved net profit margin, and better short-term liquidity. However, there is a decrease in asset turnover and an increase in stock holding days, which may indicate some inefficiencies in managing assets and inventory. Nonetheless, the overall financial performance and position of Sweets plc appear positive, indicating growth and competitiveness in the sweets.
Delving deeper into the financial performance and position of Sweets plc based on the ratios calculated:
1. Return on Capital Employed (ROCE): The increase in ROCE from 2021 to 2022 indicates that Sweets plc has been able to generate more operating profit from the capital employed in the business. This suggests improved efficiency in utilizing the company's assets and investments to generate profits.
2. Return on Equity (ROE): The increase in ROE from 2021 to 2022 reflects higher profitability for the shareholders. It indicates that Sweets plc has been able to generate higher returns on the shareholders' invested capital. This can be attributed to improved profitability and effective management of the company's assets.
3. Earnings per Share (EPS): The increase in EPS from 2021 to 2022 indicates higher profitability per share for the shareholders. This implies that the company has been able to generate more earnings, resulting in increased value for each share held by the shareholders.
4. Net Profit Margin: The increase in net profit margin from 2021 to 2022 indicates improved profitability in relation to revenue. It suggests that Sweets plc has been able to increase its profitability by effectively managing costs and generating higher profit margins on its products.
5. Asset Turnover: The decrease in asset turnover from 2021 to 2022 suggests lower efficiency in generating revenue from the company's assets. This could be a result of various factors, such as a decrease in sales or an increase in the average value of the company's assets. It is important for Sweets plc to analyse the reasons behind this decrease and take steps to improve asset utilization.
6. Stock Holding Days: The increase in stock holding days from 2021 to 2022 indicates a longer period taken to sell the inventory. This can be a sign of inefficiency in inventory management, which may lead to increased holding costs and potential obsolescence. Sweets plc should focus on optimizing its inventory levels and improving the efficiency of its supply chain.
7. Debtors Collection Period: The decrease in debtors collection period from 2021 to 2022 indicates improved efficiency in collecting payments from customers. This suggests that Sweets plc has been able to manage its accounts receivable more effectively, resulting in a shorter time taken to convert credit sales into cash.
8. Current Ratio: The decrease in the current ratio from 2021 to 2022 indicates a decrease in the company's ability to meet short-term obligations. This could be a result of changes in the company's current assets and liabilities. Sweets plc should closely monitor its liquidity position and ensure it has sufficient working capital to meet its short-term obligations.
9. Gearing Ratio: The relatively stable gearing ratio from 2021 to 2022 indicates a moderate level of financial leverage. A moderate gearing ratio suggests that Sweets plc has a balanced mix of equity and debt financing. However, it is important for the company to carefully manage its debt levels and ensure it can comfortably meet its interest obligations.
10. Interest Cover: The increase in interest cover from 2021 to 2022 indicates an improved ability to cover interest expenses with operating profits. This suggests that Sweets plc has generated higher operating profits relative to its interest expenses, providing a greater buffer to meet its interest obligations.
Overall, Sweets plc has shown improvements in profitability, return on capital employed, and return on equity. However, there are areas of concern such as the decrease in asset turnover and current ratio. It is important for the company to address these areas and implement strategies to improve asset utilization and liquidity management. Regular monitoring and analysis of financial ratios will help Sweets plc make informed decisions and take appropriate actions to enhance its financial performance and position.
The financial ratios and their implications for Sweets plc:
11. Dividend Yield: The dividend yield represents the return on investment for shareholders in the form of dividends. A higher dividend yield indicates a higher return for shareholders. Sweets plc should carefully consider its dividend policy to balance the distribution of profits to shareholders while retaining enough funds for future growth and investment.
12. Price/Earnings (P/E) Ratio: The P/E ratio is a valuation ratio that reflects the market's expectations of a company's future earnings potential. A higher P/E ratio suggests that investors have higher expectations for future earnings growth. Sweets plc should assess its P/E ratio relative to its peers and industry standards to determine if its stock is overvalued or undervalued.
13. Gross Profit Margin: The gross profit margin measures the profitability of a company's core operations, excluding operating expenses. A higher gross profit margin indicates that Sweets plc is able to generate more profit from its products or services before deducting operating expenses. It is important for the company to monitor its gross profit margin and identify opportunities to improve efficiency and control costs.
14. Operating Profit Margin: The operating profit margin measures the profitability of a company's operations after deducting both direct and indirect operating expenses. A higher operating profit margin indicates that Sweets plc is able to generate more profit from its core business activities. The company should focus on optimizing its operations, managing costs, and increasing efficiency to improve its operating profit margin.

15. Return on Assets (ROA): The return on assets ratio measures the efficiency of a company in generating profits from its total assets. A higher ROA indicates that Sweets plc is utilizing its assets effectively to generate profits. The company should continuously assess its asset utilization and explore opportunities to improve efficiency and productivity.
16. Working Capital Ratio: The working capital ratio, also known as the current ratio, assesses a company's ability to meet its short-term obligations. A higher working capital ratio indicates a stronger liquidity position, as Sweets plc has more current assets to cover its current liabilities. The company should maintain a healthy working capital ratio to ensure it can meet its short-term financial obligations.
17. Debt-to-Equity Ratio: The debt-to-equity ratio measures the proportion of debt financing to equity financing in a company's capital structure. A higher debt-to-equity ratio indicates higher financial leverage and potential higher risk. Sweets plc should carefully manage its debt levels and maintain a balanced capital structure to mitigate financial risks.
18. Quick Ratio: The quick ratio, also known as the acid-test ratio, assesses a company's ability to meet its short-term obligations using its most liquid assets. A higher quick ratio indicates a stronger liquidity position, as Sweets plc has more liquid assets to cover its current liabilities. The company should monitor its quick ratio to ensure it has sufficient liquid assets to meet its short-term financial obligations.
19. Operating Cash Flow Ratio: The operating cash flow ratio measures the ability of a company to generate cash from its core operations to cover its operating expenses. A higher operating cash flow ratio indicates that Sweets plc is generating enough cash from its operations to sustain its business activities. The company should focus on improving cash flow management and maintaining a positive cash flow position.
20. Fixed Asset Turnover: The fixed asset turnover ratio measures the efficiency of a company in generating revenue from its fixed assets. A higher fixed asset turnover ratio indicates that Sweets plc is effectively utilizing its fixed assets to generate sales. The company should analyze its fixed asset turnover and explore ways to optimize asset utilization and improve productivity.
By analysing and monitoring these financial ratios, Sweets plc can gain valuable insights into its financial performance, profitability, liquidity, and overall financial health. These ratios help the company identify areas of strength and areas that require improvement, enabling management to make informed decisions and take appropriate actions to drive growth and enhance shareholder value.
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