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	£

	Sales
	800,000

	Cost of sales
	(578,650)

	Gross profit
	221,350

	Administrative expenses
	(30,000)

	Distribution costs
	(28,000)

	Operating profit
	163,350

	Interest expense
	(2,000)

	Profit before tax
	161,350

	Corporation tax expense
	(100,000)

	Net profit for the year
	61,350
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	Assets
	
	£

	Non-current assets
	
	

	Plant and equipment
	
	1,250,000

	Total non-current assets
	
	1,250,000

	Current assets
	
	

	Stock
	
	510,850

	Trade receivable
	
	170,125

	Commission payable
	
	3,000

	Goods sent
	
	980

	Cash and bank
	
	96,000

	Total current assets
	
	780,955

	Total assets
	
	2,030,955

	Equity and Liabilities
	
	

	Equity
	
	

	Share capital
	
	

	Ordinary shares of £1 each
	
	900,000

	Preference shares of £1 each
	
	500,000

	Share premium
	
	

	Retained earnings
	
	132,000

	Total equity
	
	1,532,000

	Liabilities
	
	

	Non-current liabilities
	
	

	Debentures
	
	200,000

	Total non-current liabilities
	
	200,000

	Current liabilities
	
	

	Trade payable
	
	188,625

	Tax payable
	
	100,000

	Accrued expenses
	
	3,350

	Total current liabilities
	
	291,975

	Total equity and liabilities
	
	2,030,955
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The statement of financial position, usually referred to as the balance sheet, is balanced because it reflects the basic accounting equation, which specifies that assets must always equal liabilities plus equity.
The resources that a firm owns (assets) must be financed in one of two ways: either by investing money from the owners (equity) or by borrowing money from other parties (liabilities). As a result, since the corporation must finance its assets through either borrowing money or shareholder investments, the total value of assets must always equal the sum of liabilities and equity. (Investopedia.2022).
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	Ratio
	Formula
	2021
	2020

	Return on Capital Employed (ROCE)
	Operating Profit / (Total Assets - Current Liabilities)
	10.19%
	9.09%

	Return on Equity (ROE)
	Profit for the year / Total Equity
	13.98%
	12.56%

	Earnings per Share (EPS)
	Profit for the year / Number of Ordinary Shares in issue
	143.67p
	121.44p

	Net Profit Margin
	Profit for the year / Revenue
	6.40%
	5.68%

	Asset Turnover
	Revenue / Total Assets
	0.69
	0.64

	Stock Holding Days
	(Inventory / Cost of sales) x 365
	68.24 days
	66.44 days

	Debtors Collection Period
	(Trade receivables / Revenue) x 365
	20.84 days
	21.21 days

	Current Ratio
	Current Assets / Current Liabilities
	0.92
	0.77

	Gearing Ratio
	Total Borrowings / Total Equity
	1.34
	1.42

	Interest Cover
	Operating Profit / Interest Payable
	3.57 times
	3.86 times



[bookmark: _Toc133502430]Financial performance and position of Sweets plc:

Sweets plc has demonstrated a strong financial performance and position in 2021, according to the financial statements and ratios that have been calculated for the company. Since 2020, the company's sales have climbed, which has raised its profit for the year. The ROCE and ROE ratios show that the business is using its resources wisely and making money for its shareholders. The net profit margin has also increased from 2020, showing that the business is controlling costs more effectively. The company's current ratio demonstrates that its current assets are sufficient to meet its current liabilities, while its gearing ratio demonstrates that it is more dependent on equity than on debt to support its operations. The corporation has enough earnings to pay its interest expenses, according to the interest cover ratio. The only thing that provides cause for concern is the rise in stock holding days, which could be a sign of problems with inventory control. Overall, Sweets plc seems to be managing its operations well and is in a healthy financial position.
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