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Question 1
A)
The balance sheet, along with other financial statements such as the income statement and the cash flow statement, is a key component of the business accounting. Other financial statements include the cash flow statement and the income statement. A simple presentation of the financial state of the company to potential investors is not the only purpose of a balance sheet (CFI Team, 2023). Additionally, it guarantees that the documentation of financial transactions is done accurately. The balance sheet details all of the debits and credits that occurred over the entirety of the accounting period.

Income statement for the year ended 31st December 2022 for Wales plc:
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Statement of financial position for the year ended 31st December 2022:
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B)  The equation assets = liabilities + equity serves as the foundation upon which the balance sheet is constructed. The practise of documenting each transaction in at least two accounts at all times is known as double-entry bookkeeping. Accountants use this method to ensure that everything is in proper proportion. An item in the journal under assets has to be balanced out by an entry in the journal either under liabilities or equity so that it can demonstrate where the money is coming from. The principle of double entry, which is used in accounting, is the primary reason why a balance sheet should always be balanced. This method of bookkeeping logs all transactions into at least two distinct accounts (CFI Team, 2023). This acts as a check to ensure that the records are accurate and consistent.

Question 2 
Return on Capital Employed 
Return on Capital Employed =Earnings Before Tax / (Total Assets – Current Liabilities) ×100
2021:
Net profit margin = 846/ (9736 - 2511) =11.71%
2020:
Net profit margin =720/(10087 – 3046) =10.23%

Return on Equity 
Return on Equity =Net Income / Equity ×100 
2021:
Net profit margin = 431/3088 x 100 =13.96%
2020:
Net profit margin =366/2912 x 100 =12.57%

Earnings per share
Earnings Per Share =Net Income / Number Of shares 
· Number of shares = Price per share * Ordinary Share Capital 
2021:
Net profit margin = 431/600= £0.72
2020:
Net profit margin =366/600=£ 0.61

Net profit margin
Net profit margin =Net profit/Revenue×100
2021:
Net profit margin =431/6738×100=6.40%
2020:
Net profit margin =366/6,441×100=5.682%
 
Assets turnover
Asset turnover=Sales/Total assets
2021:
Asset turnover=6,738/9,736=0.692 times
2020:
Asset turnover=6,441/10,087=0.639 times
 
Stock holding days
Stock holding days=Inventory/Cost of goods sold×365
2021:
Stock Holding Days=708/3,235×365=79.80 = 80 days
2020:
Stock Holding Days=659/3,096×365=77.69 = 78 days
 
Debtors collection period
Debtors Collection Period=Trade Receivable/Credit sales×365
2021:
Debtors collection period=1,249/6,738×365=67.66 = 68 days
2020:
Debtors collection period=1,287/6,441×365=72.93 = 73 days
 
Current ratio

Current ratio=Current assets/ Current liabilities
2021:
Current ratio=2,303/2,511=0.917 times
2020:
Current ratio=2,355/3,046=0.773 times
 
 Gearing ratio

Gearing ratio=Total Debt/Total equity
2021:
Gearing ratio=4,137/3,088=1.340 times
2020:
Gearing ratio=4,129/2,912=1.418 times
 
Interest cover
Interest cover =Earnings before Interest & Tax/Interest Expense
2021:
Interest cover=846/226=3.743 times
2020:
Interest cover=720/181=3.978 times


B)
Sweets plc has seen an increase in its Return on Capital Employed (ROCE), with the ratio improving from 10.23% in 2020 to 11.71% in 2021. This indicates that ROCE has improved. This suggests that the firm has enhanced its ability to create profits from the capital that it has invested, which is good news for the company's overall profitability and efficiency (Hayes, 2023).
Sweets plc has also seen an improvement in its Return on Equity (ROE), with the ratio going from 12.57% in 2020 to 13.96% in 2021. This is an indication that the firm is generating better returns for its shareholders' equity, which is a positive development for the value of the company's shareholders.
Earnings per Share (EPS): The ratio of Sweets plc's EPS is projected to rise, rising from £0.61 in 2020 to £0.72 in 2021. This indicates that the company's EPS has been improving. This implies that the firm's profits per share have improved, which may be good news for the shareholders of the company because it reflects better profitability on a per share basis.
The company's net profit margin has increased from 5.682% in 2020 to 6.40% in 2021, showing a positive trend in the company's financial performance. It can now create a bigger percentage of net profit from its sales, which is an indication that the company's profitability has grown.
Asset turnover: Sweets plc has also demonstrated a little increase in asset turnover, with the ratio improving from 0.639 times in 2020 to 0.692 times in 2021. This indicates that the company is becoming more profitable overall. This is a good sign for the firm's operational efficiency since it suggests that the company is generating slightly more sales for each unit of assets (Hayes, 2023).
The number of days an investor is required to hold onto their shares before selling it has increased from 78 days in 2020 to 80 days in 2021. This shows that it is taking Sweets plc a little bit longer to sell its goods, which may be an indication of either a slowing demand or ineffective inventory management.
The amount of time it takes to recover debts from customers has decreased from 73 days in 2020 to 68 days in 2021. This would indicate that Sweets plc is able to collect its receivables more promptly, which is a good sign because it signals improved cash flow management.
The ratio of assets to liabilities has increased from 0.773 times in 2020 to 0.917 times in 2021, representing a significant improvement. The fact that Sweets plc has a better amount of liquidity to cover its short-term obligations is a good sign for the company's overall financial health.
The gearing ratio is now 1.340 times, which is a reduction from the previous value of 1.418 times in the year 2020. This would seem to imply that Sweets plc has decreased its reliance on debt funding, which might point to a reduced level of financial risk.
Coverage of interest: The coverage of interest has had a moderate decline, going from 3.978 times in 2020 to 3.743 times in 2021. This suggests that Sweets plc might have somewhat higher interest expenditures in comparison to its operational earnings, which suggests that this aspect of the company's finances may require cautious monitoring.
Sweets plc has, according to the financial parameters, demonstrated gains in profitability, operational efficiency, liquidity, and financial risk. Overall, these developments are positive. Nevertheless, more consideration may be necessary in light of the growing number of stock holding days as well as the minor reduction in interest cover. In order to get a thorough picture of Sweets plc's financial performance and position, it is essential to take into account other elements such as the trends in the industry, the circumstances of the market, and the company strategy.
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A 3 c
Statement of financial position for the year ended 31st December 2022

Particulars Amount Amount
Assets:
Current assets:
Cash and bank £96,000
Stock £510850
Trdade receivables =170125+980
Total current assets =sum(C22:C24)
Non-current assets:
Plant and equipment £1,250,000
Total assets 25+C27

Liabilities and Shareholders equities:
Current liabiliies:

Trade payables £188,625
Outstanding sales commission £3,000
Prov. for coporation tax £100,000

Total current liabilies =SUM(C31:C33)

Non-current liabilties:

2% debentures £200,000

Shareholder's equiies:
£1 ordinary shares £900,000
Less: Dividend £20,000 =B38-B39
10% £1 preference shares £500,000
Less: Dividend £30,000 =B40-B41
Add: Retained profits £132,000
Add: Net profit £54,330

Total shareholders equities m(C39:C43)

Total I 34+C36+C44

ies and shareholders equities
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Statement of financial position for the year ended 31st December 2022

Particulars Amount Amount
Assets:
Current assets:

Cash and bank £96,000

Stock £510850

Trdade receivables £171,105
Total current assets £777,955
Non-current assets:

Plant and equipment £1,250,000
Total assets £2,027,955
Liabilities and Shareholders equities
Current liabilities

Trade payables £188,625

Outstanding sales commission £3,000

Prov. for coporation tax £100,000
Total current liabilies £291625
Non-current liabilties:

2% debentures £200,000
Shareholder's equiies:

£1 ordinary shares £900,000

Less: Dividend £20,000 £880,000

10% £1 preference shares £500,000

Less: Dividend £30,000 £470,000

Add: Retained profits £132,000

Add: Net profit £54,330
Total shareholders equities £1,536,330
Total liabilities and shareholders equities £2,027,955
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A B c
Income statement for the year ended 31st December 2022

Particulars Amount Amount
Sales =800000+980
Less: Cost of goods sales £578,650
Gross profit =B3-B4
Less: Expenses

Distribution costs £28,000

Administrative expenses £30,000

Sales commission £3,000

Director's remuneration £5,000

Interest expenses £2,000
Total expenses =sum(B7:B11)
Income before tax =C5-C12
Less: Corporation tax £100,000

Net income 13-C14
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Income statement for the year ended 31st December 2022
Particulars Amount Amount

Sales £800,980
Less: Cost of goods sales £578,650
Gross profit £222,330
Less: Expenses

Distribution costs £28,000

Administrative expenses £30,000

Sales commission £3,000

Director's remuneration £5,000

Interest expenses £2,000
Total expenses £68,000
Income before tax £154,330
Less: Corporation tax £100,000

Net income

£64,330





