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Q1 Answer (a)
	Income statmement 31st dec 2021
	Column1
	Column2
	Column3

	Particulars 
	£
	£
	£

	Sales 
	
	
	800980

	Cost of sales 
	
	
	-578,650

	Gross profit 
	
	
	222,330

	Sales Commission 
	3000
	
	

	Administrative expenses
	30,000
	
	

	Net interest expense 
	4000
	
	

	Directors remuneration
	5000
	
	

	Distribution costs
	28000
	
	

	
	
	70,000
	-70000

	
	
	
	

	Profit before tax
	
	
	152,330

	Tax
	
	
	-100000

	Net profit 
	
	
	52,330

	Column1
	Column2

	Note 1
	

	Sales 
	800000

	Unrecorded sale 
	980

	Net sales
	800980

	
	

	Note 2 
	

	Interest paid 
	2000

	Due
	2000

	Net
	4000





	Column1
	Column2
	Column3
	Column4

	Balance sheet 
	
	
	

	
	
	
	

	Particulars 
	£
	£
	£

	Asset
	
	
	

	Current asset 
	
	
	577,955

	Cash and bank
	
	76,250
	

	Net Trade receivable
	
	171105
	

	Stock at 31st December 2021
	
	330600
	

	Non current asset
	
	
	650000

	Plant and equipment
	
	650000
	

	
	
	
	

	Total asset
	
	
	1,227,955

	
	
	
	

	
	
	
	

	Liabilities 
	
	
	

	Current liabilities 
	
	
	193625

	due interest 
	
	2000
	

	Trade payable
	
	188625
	

	Due sales commission 
	
	3000
	

	Non current liabilities 
	
	
	100000

	4% Debentures
	
	100000
	

	Equity 
	
	
	834330

	£1 ordinary shares
	
	500000
	

	10% £1 preference shares
	
	200000
	

	Retained earnings 31st 2021
	
	134330
	

	
	
	
	

	Total liabilities 
	
	
	1,127,955

	 miscellaneous account
	
	
	100000

	Total liabilities 
	
	
	1,227,955

	Column1
	Column2

	Note 1
	

	trade receivable 
	170125

	due sale
	980

	net trade receivable 
	171105



	Column1
	Column2

	Notes 2 
	

	reatined earnings 2021
	132000

	net profit 
	52330

	Ordinary dividend paid
	-20000

	Ordinary dividend paid
	-30000

	
	

	Net retained earnings
	134330
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A company's asset, liability, and equity values are listed in its statement of financial condition. The asset represents the company's resources from which it expects to reap financial benefits in the future. Based on their expected economic lifespan, assets are categorised as either current or noncurrent. Inventory and accounts receivable are examples of liquid assets that may be converted to cash in less than a year. In Sriram, M. (2020) Land, buildings, and machinery are all examples of noncurrent assets since they take longer than a year to be converted into cash. A company's liabilities are the sum total of all of the commitments it has made as a result of past transactions the resolution of which would result in a negative net economic outcome. Liabilities are also classified as either current or noncurrent. Accounts payable, notes payable, and other similar obligations have a maturity date within a year, making them examples of current liabilities. Instead, loans and bonds are examples of noncurrent obligations that have a payment due date that is farther in the future than one year. If all of a company's assets could be liquidated for cash, and all of its debts were cancelled off, that amount would be the equity, which would be distributed to shareholders as dividends.
The double entry system of accounting is largely responsible for the stability of the balance sheet. Every every transaction is recorded in two separate accounts that work together to guarantee data integrity. An essential document for business owners, the statement of financial condition details the fiscal health of the organisation. Most businesses fail because management never bothered to look at their finances. Imagine the corporation has a ratio of assets to liabilities that is higher than 1. If the company is losing money at a higher rate, it may be forced to shut down because of bankruptcy. The company may get bank loans now that the financial institution knows it is creditworthy thanks to the statement of financial position.
The statement of financial position also aids potential investors in understanding the expected future returns of the company. Investors are more likely to put money into a firm that has a strong liquidity situation, defined by a large quantity of cash assets. Financial position statements help businesses comprehend their finances, including the relationship between customers and vendors, as stated by Zorn, A. et al.(2018). The position statement's clarity depends on its use of the double-entry accounting principle.  
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All the figures of currency is in £m
1. ROCE
Operating profit/Capital employed 

	2021
	2020

	=805/(4137+3088)
=11.15%

	=699/(4129+2912)
=9.93%



2. ROE
Net income/shareholder’s Equity 
	2021
	2020

	431/3088
=13.96%
	366/2912
=12.57%



3. Earnings per share
(Net income – dividend payment)/Average outstanding share 
	2021
	2020

	(431-255)/300
=59%
	366-242/300
=41.3%



4. Net profit margin 
Net profit/Revenue 
	2021
	2020

	431/6738
=6.4%

	366/6441
=5.68%



5. Asset turnover  
Net sales/average total asset 
 
	2021
	2020

	6738/9911.5
=0.68 times 
	6441/9911.5
=0.65 times 



6. Stock holding days
Inventory/Cost of sales *365
	2021
	2020

	708/3235
=80 days 
	649/3096
=76 days 



7. Debtors collection period
Receivables/sales*365
	2021
	2020

	1249/6738
=68 days 
	1287/6441
=73 days 




8. Current ratio
Current asset/current liability 
	2021
	2020

	2303/2511
=0.92
	2355/3046
=0.77



9. Gearing ratio
Non current liabilities/capital employed 
	2021
	2020

	4137/(3088+4137)
=57%
	4129/(2912+4129)
=59%



10. Interest cover
EBIT(operating expense)/Interest expense 
	2021
	2020

	805/226
=3.56
	699/181
=3.86
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Sweet plc’s financial position has been delineated below: 
	Ratios 
	Standard value 
	2021
	2020

	ROCE

	10% (But depends)
	11.15%
	9.93%

	ROE
	10% 
	13.96%
	12.57%

	Earnings per share

	80% is best but mostly it depends 
	59%
	41.3%

	Net profit margin 

	10%
	6.4%
	5.68%

	Asset turnover  

	Greater than 1 
	0.68
	0.65

	Stock holding days

	30-60 days (mostly depends) 
	80 days 
	76 days 

	Debtors collection period

	45 days 
	68 days 
	73 days 

	Current ratio

	2
	0.92
	0.77

	Gearing ratio

	25%-50%
	57%
	59%

	Interest cover

	2 
	3.56
	3.86




The table has represented the financial position of Sweet plc in terms of its performance of the year 2021 and 2020. 
At the very first, ROCE ratio should depend on its business nature for standard value for Sweet plc it is 10 % and in terms of 2020 it has increased the rate in 11.15%. So it is good enough. 
ROE rate of Sweet plc is very good and strong enough in terms of the standard value. 
In terms of EPS, Sweet plc is pretty good from the perspective of having a growth in terms 2020 in 2021 and it must be go on in that pattern and only then it will be good sign for the company in terms of EPS. 
Net profit margin of Sweet plc is pretty low in both the year regarding 2021 and 2020.
Asset turn over ratio should be greater than 1 but here Sweet plc could not earn that standard rate.  
Though Stock holding days ratio depends mostly on its nature to have a standard value but Sweet plc must reduce its current rate. 
Debtors collection period is being developed in the company in terms of 2020 in 2021. But it must be under controlled  and monitored to balance with the benchmark of the company. 
In terms of Current ratio, Sweet plc has a very poor value and that must be developed. 
Gearing ratio is pretty good for the company in terms of balanced capital structure. 
Interest cover ratio is also in pretty good position in both the year 2021 and 2020 
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