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Solution to question 1
Part a
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Part b
The statement of financial position balances as each transaction creates an effect on both sides that is debit side and the credit side. The statement of financial position shows both the effect of where the money is coming from and where it has been used. As the statement of financial position is prepared using the double-entry accounting system hence, it will always balance. 
Solution to question 2
Part a
[image: ]
Part b
Based on the calculation it has been seen that ROCE, ROE, NP margin, assets turnover, current ratio, debtors’ collection period, and interest coverage ratio all are improving in 2021 as compared to 2020. This indicates that the profitability position, liquidity, and efficiency position of the company have improved in the current year as compared to the prior year. Based on the calculation it has also been seen that the stock holding days and gearing ratio is increasing which indicates that the sales are slowing down and risk is increasing in the company. Hence, the company needs to focus on improving the solvency position and the stock holding days. Stock holding days can be improved by avoiding overstocking, and managing inventory properly. The gearing ratio can be improved by increasing profits, reducing costs, and increasing equity by selling shares. Therefore, it can be said that the overall financial performance of Sweets Plc has improved and its financial position is better in 2021 as compared to 2020. 
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