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Income Statement for the Year Ended 31st December 2022
	Income Statement

	Sales
	800,980
	

	Cost of Sales        
	(578,650)
	

	Gross Profit         
	
	222,330 

	
	
	

	Administrative Expenses                       
	30,000
	

	Distribution Costs                            
	28,000
	

	Directors Remuneration                         
	5,000
	

	Sales Commission
	3,000
	

	Operating Profit (EBIT)                      
	
	156,330

	Interest Paid                                  
	2,000
	

	Profit Before Taxation                      
	
	154,330

	
	
	

	Taxation                                      
	100,000
	(100000)

	Net Profit for the Year                        
	
	54,330





Statement of Financial Position as at 31st December 2022
	Financial Position

	Assets

	Non-current Assets
	

	Plant and Equipment                           
	1,250,000

	
	

	Current Assets
	

	Stock                                        
	510,850

	Trade Receivable                             
	171,105

	Cash and Banks
	96,000

	Total Assets                               
	2,027,955

	
	

	Liabilities

	Short term Liabilities
	

	Sales Commission Payable
	3,000

	Trade Payable                                
	188,625

	
	

	Long term Liabilities 
	

	2% Debentures                                 
	200,000

	Tax Payable
	100,000

	Total Liabilities                        
	491,625

	
	

	Equity

	£1 Ordinary Shares            
	900,000

	10% £1 Preference Shares                      
	500,000

	Retained Profits at 1st January 2022           
	132,000

	Net Profit for the Year                         
	54,330

	Ordinary Dividend Paid
	(20,000)

	Preference Dividend Paid
	(30,000)

	Total Equity
	1,536,330

	
	

	Total Equity and Liabilities               
	2,027,955
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The statement of financial position, additionally recognized as the stability sheet, is an integral financial statement that showcases the equilibrium between a company's assets, liabilities, and equity. Its inherent stability stems from the accounting equation, which states that belongings are equal to liabilities plus equity.
This equilibrium signifies the integral standards of double-entry accounting, the place each and every monetary transaction has an equal and contrary impact on the accounting equation (Manurung 2019). Assets characterize what the corporation owns, liabilities replicate its obligations, and fairness signifies the residual pastime of the owners (Karamoy and Tulung, 2020). Consequently, any enlarge in property have to be balanced by using an equal extend in both liabilities and equity.
In the context of Wales plc's assertion of monetary position, the stability demonstrates that the whole sources owned (assets) are financed via a aggregate of external sources (liabilities) and internal funding (equity). This stability is crucial for economic reporting accuracy, as it ensures that each economic transaction is accounted for and that the company's economic role is precisely represented at a unique factor in time.
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i. Return on Capital Employed (ROCE)
	Formula
	2020
	2021

	(Operating Profit / Capital Employed) x 100
	9.93%
	11.142%


ii. Return on Equity (ROE)
	Formula
	2020
	2021

	(Profit for the Year / Shareholders' Equity) x 100
	12.569
	13.957


iii. Earnings per Share (EPS)
	Formula
	2020
	2021

	Profit for the Year / Weighted Avg. Shares Outstanding
	0.61
	0.718


iv. Net Profit Margin
	Formula
	2020
	2021

	(Net Profit / Revenue) x 100
	5.682
	6.397


v. Asset Turnover
	Formula
	2020
	2021

	Revenue / Avg. Total Assets
	0.65 times
	0.69 times


vi. Stock Holding Days
	Formula
	2020
	2021

	(Avg. Inventory / Cost of Sales) x 365
	78 days
	80 days


vii. Debtors Collection Period
	Formula
	2020
	2021

	(Trade Receivables / Revenue) x 365
	72.932
	67.659


viii. Current Ratio
	Formula
	2020
	2021

	Current Assets / Current Liabilities
	0.773
	0.917


ix. Gearing Ratio
	Formula
	2020
	2021

	(Long-Term Debt / (Shareholders' Equity + Debt)) x 100
	58.642
	57.260


x. Interest Cover
	Formula
	2020
	2021

	Operating Profit / Interest Payable
	3.862
	3.562
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Based on the provided financial ratios and historical trends, let's analyze the financial performance and position of Sweets plc for the years 2020 and 2021.
Return on Capital Employed (ROCE): The ROCE of Sweets plc shows how effectively capital is used. The increase in capital efficiency from 9.93% in 2020 to 11.142% in 2021, possibly as a result of higher operating profits relative to capital employed, is seen in the rise from 9.93% in 2020 to 11.142% in 2021.
Return on Equity (ROE): The rising ROE from 12.569% in 2020 to 13.957% in 2021 suggests increased shareholder profitability. This illustrates effective earnings generation relative to shareholder equity.
Earnings per Share (EPS): Sweets plc has experienced an increase in EPS, indicating improved per-share profitability, which may be advantageous for luring investors.
Net Profit Margin: The Company’s ability to manage costs and turn a profit from its sales is demonstrated by the increase in net profit margin from 5.682% to 6.397%.
Asset Turnover: An improvement in asset utilization to produce revenue is indicated by the increase in asset turnover from 0.65 to 0.69 times.
Stock Holding Days: The increase in stock holding days indicates worse condition of inventory management at Sweets plc, which could result in higher carrying costs.
Debtors Collection Period: A decrease in this measure indicates that customers are paying creditors more quickly, which improves cash flow.
Current Ratio: A stronger short-term liquidity position, which is good for meeting obligations, is indicated by the current ratio's rise from 0.773 to 0.917.
Gearing Ratio: A slight drop in gearing suggests a better balance between long-term debt and equity, possibly lowering financial risk.
Interest Cover: The Company’s operating profit can comfortably cover its interest payments, as shown by the relatively stable interest cover.
Consequently, Sweets plc has demonstrated gains in crucial areas like profitability, asset utilization, and liquidity. The improved ROCE also indicates the better management performance as they are utilizing their capital employed more efficiently. Overall, the company appears to have made positive strides in its financial performance and position between 2020 and 2021.
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