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[bookmark: _Toc112531966]Introduction
A significant number of corporations operating on a global scale call the United Kingdom their "home base" or "main office." This study's objective is to compare and evaluate the different methods of payment currently in use in order to determine which one offers the greatest potential financial return. After that, the study will give a range of ratio margins, look at why the ratios changed, and give Sweets plc options for how to grow and get better. 
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Wales plc
Income statement
 For the year ended 31st December 2021
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Wales plc
Statement of Changes in Equity
 For the year ended 31st December 2021
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Wales plc
Statement of financial position
 For the year ended 31st December 2021
[image: ]
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A company's assets, debts, and owner equity can all be found on its balance sheet, also called a statement of financial condition. The numbers on these financial statements always add up to the same total. There are essentially two sides to a balance sheet. All of a company's assets are displayed in one side. Contrarily, both assets and liabilities are laid out. In this way, the balance sheet, also known as a statement of financial status, includes three subtotals and two major totals. Assets, debts, and owner's equity are the three primary accounts into which all business activities are recorded. Below, we've broken out those three components of owner equity:

Assets: 
When looking at a balance sheet, the first section to look at is the assets section. A number of broad categories are used to describe the assets. In finance, these terms refer to current assets and liabilities. Current assets include money in hand or easily convertible into it, as well as accounts receivable, prepaid expenses, inventory, marketable securities, etc (Suveera, 2017). Non-current assets include things like land, buildings, trademarks, furnishings, machineries, etc.

Liabilities:
There are two primary components to the balance sheets' second section. The initial two are potential problems. The term "liability" is used to refer to an organization's external commitments (Ferrero, 2020). There are two primary categories of debt to worry about. The first type is short-term obligations. Current liabilities are defined as debts that must be paid within a year. Current liabilities include things like unearned revenue, taxes owed, trade payables, accounts payable, and other similar obligations (Ferrero, 2020). Long-term obligations, on either hand, consist of things like a debenture, a long-term loan from a bank, or any other form of debt that is not due anytime soon.

Owners’ equity:
Owners' equity is presented as a separate item in the second section of a balance sheet. A company's owners' equity is the remaining balance after deducting all of its debts from its net assets. Owner's equity includes the retained share of profits set aside for capital expenditures and interest and principal payments (Ferrero, 2020). The equity of the owners is the total of all share capital, including ordinary shares, preference shares, etc. However, the dividends paid is subtracted from the owners' equity to determine the true equity of the owners.
The Basics of Double Entry
In a double-entry bookkeeping system, each purchase or payment is represented by two separate entries. Credit entrance and debit entry are the respective terms for this pair. The debt recorded must always be equivalent to the credit recorded (Ferrero, 2020). Double entry accounting was developed in Europe to standardize business deals. It's a useful tool for keeping tabs on the company's bottom line. In a firm, all financial dealings are recorded in one of seven distinct types of accounts. There are seven categories of financial data: assets, liabilities, equity, income, costs, gain, and loss. The accounting equation that was constructed after taking all these factors into consideration is the starting point for any accountant (Ferrero, 2020). Assets equals debt plus equity ownership. In order for this record to function properly as part of a double-entry accounting system, the equation must be true for every transaction involving more than one account. When a company buys something, it reduces its cash on hand and its assets accounts. This means the equation can be considered "satisfied" for the purpose of this exchange. To ensure that the record always fulfils the equation, it is applied to all transactions, not just this one.
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[bookmark: _Toc112531971]a. Calculate the following ratios for Sweets plc for 2021 and 2020, showing the formulas and workings:
1. ROCE
	2020

	ROCE = 
       = 
   = 8.36

	2021

	ROCE = 
    = 
  = 8.58



2. ROE
	2020

	ROE = 
         = 
       = 12.56


	2021

	ROE = 
         = 
      = 13.95



3. Earnings per share
	2020

	Earnings per share = 
                              = 
                           = 11.57


	2021

	Earnings per share = 
                              = 
                      = 16.43



4. Net profit margin
	2020

	Net profit margin = 
                        = 
                      = 5.68

	2021

	Net profit margin = 
                       = 
                     = 6.39



5. Asset turnover
	2020

	Asset turnover = 
                     = 
                  = 1.27

	2021

	Asset turnover = 
                   = 
                  = 1.37



6. Stock holding days
	2020

	Stock holding days = 
                          = 
                        = 38.78


	2021

	Stock holding days = 
                           = 
                          = 39.94



7. Debtors collection period
	2020

	Debtors collection period = 
                                   = 
                                = 36.43

	2021

	Debtors collection period = 
                                   = 
                                = 33.80



8. Current ratio
	2020

	Current ratio = 
                   = 
                 = 0.91 : 1

	2021

	Current ratio = 
                   = 
        = 0.97 : 1



9. Gearing ratio
	2020

	Gearing ratio = 
                     = 
                   = 2.46


	2021

	Gearing ratio = 
                   = 
                 = 2.15




10. Interest cover
	2020

	Interest cover = 
                     = 
                  = 3.86


	2021

	Interest cover = 
                    = 
                 = 3.56






[bookmark: _Toc112531972]b. Using the information in the financial statements and the ratios you have calculated, comment on the financial performance and position of Sweets plc.
Financial statements provide insight into a company's health and the quality of management. Looking at a company's financial success over time is a simple way to figure out how well it works (Suveera, 2017).
Sweets plc's projected earnings for 2020 and 2021 were analysed with the use of many profitability measures above. At this time, we shall do an analysis of Sweets plc. 
The financial indicator known as "return on capital employed" (ROCE) gauges businesses profitability and the efficacy with which it puts its capital to use (Sarmiento et al., 2015). Using this ratio, you may be able to assess a company's profitability relative to the amount of capital it has on hand. Return on capital employed (ROCE) is one way that financial managers, stakeholders, and possible investors can figure out how profitable a company is (Florou et al., 2017).
While there may not be a "typical" ROCE, a higher ROCE is usually preferred. The Return on Invested Capital Efficiency (ROCE) for 2020 is 8.36% and rises to 8.58% for 2021. In my opinion, all of these prices are reasonable.
Profit after tax is used to determine a company's return on equity (ROE), which is a measure of profitability (Ferrero et al., 2020).
Even though 18% is a good target for an average ROE, a higher ROE is always preferable. While Sweets plc has a challenging outlook for 2020 and 2021, the fact that it is on track to grow at a pace closer to the industry average in 2021 is encouraging (Monte et al., 2018).
Divide the net income by the total number of outstanding ordinary shares to get the earnings per share (EPS). EPS measures a company's profitability by revealing how much money is generated for each share of stock (Ali et al., 2017). This approach is often used to calculate the worth of a business. Typically, EPS falls between $13 and $15. Sweets plc's expected profit margin in 2020 is 11.57 percent, which is below normal, but in 2021 it is 16.43 percent, which is above average and is a good sign for the company.
Profit margin is the ratio of total revenue to net income. Investors look at the net profit margin to see whether a company is making enough money from sales and if costs can be kept in check (Kiruba et al., 2020).
In most cases, one will want to aim for a net profit margin of between 7 and 10. Net profit margin for Sweets plc is 5.68% in 2020, which is below average, and 6.39% in 2021, which is close to average. Neither of these outcomes is ideal, but they are getting better.
The asset turnover ratio evaluates a company by contrasting its sales or revenue with the worth of its assets. One may examine a company's ability to transform its assets into profit by looking at its asset turnover ratio. One measure of an organization's profitability is its asset turnover ratio. In most people's opinion, a higher ratio is better for a company (Pelaez-Verdet et al., 2021). However, a ratio of assets turned over every year of more than 1 is considered adequate. This ratio will be 1.27 in 2020 and 1.37 in 2021, a slight rise from current levels. Both look and function perfectly.
An organization's stock holding period may be measured in days using a ratio called the Stock Holding Period. The inventory turn time is shown as a number of days. The standard acceptable storage period for most products is between 30 and 60 days. In both 2020 and 2021, Sweets plc will be in a favourable situation for the number of days it will hold inventories. In 2020, stock will be held for 38.78 days, and in 2021, for 39.94 days.
The time needed to collect outstanding commercial debts is referred to as the debtor collection period. Companies seem more efficient when they are able to recover past due payments quickly. The longer the time, the more challenging the trade debtors or the less efficient the business as a whole (Nugraha et al.,2016). In the eyes of Sweet, a debt collection that is completed in less than 30 days is a triumph. They are in great shape and become better each year, even if they are not collected within 30 days. After 36.43 and 33.80 days of waiting, the debtor gets paid in 2020 and 2021, respectively.
The current ratio measures a firm's capacity to meet its immediate, or yearly, commitments. Investors and analysts may learn from this document how a company can best use its available cash and short-term investments to meet its short-term obligations (Vasantha et al., 2019).
The current ratio for Sweets plc is below the acceptable range of 1.2 to 2, indicating potential financial trouble. The ratio will drop to 0.91:1 in 2020 and then to 0.97:1 in 2021. They are both below average but rising.
The gearing ratios are a group of financial metrics that compare different proportions of a company's shareholders' equity to its debt. The gearing ratio evaluates the extent to which a company's operations are supported by debt versus cash provided by its shareholders (Nariswari et al., 2020).
One measure of a company's financial health is its interest coverage ratio, which measures the proportion of interest expense to net interest income. Divide the company's earnings before interest and taxes (EBIT) for a given period by its interest expenditure to get the interest coverage ratio. A minimum interest-to-coverage ratio of 1.5 is generally accepted. Both the 2020 and 2021 ratios of 3.86 indicate that Sweets plc is in fine financial shape (Robbetze et al., 2017).
According to the analysis above, Sweets plc is in rather good health, despite the presence of a number of potentially problematic factors. Probably the best thing about Sweets plc is that it is continually developing and expanding.


[bookmark: _Toc112531973]Conclusion
The above analysis of Sweets plc's financial statements for the last two years led us to the conclusion, after cross-checking and comparing a number of different ratios that some factors work in Sweets plc’s favour whiles other parts do not. The fact that Sweets plc's performance gets better from one year to the next is a sign that the firm is headed in the right direction.
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Particulars

£ £ £
Assets
Current Assets
Trade receivable 170,125
Add: new sale 980 171,105
Cash and bank 76,250
Stock on 31* December 2021 330,600
Total current assets 577,955
Non-current assets
Plant and equipment 650,000 650,000
Total assets 1227955
Liabilities and owners’ equity
Current Liability
Trade payable 188.625
Commission payable 3000
Interest payable 2000
Tax payable 100000
Total Current Liability 293,625
Non-Current Liability
Debentures 100,000 100,000
Owner's Equity 834,330

Total Liabilities and owners’ equity

1227955
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Particulars

£ £ £
Sales 800,000
Add: new sales 980
Total sales 800,980
Less: Cost of sales 578,650
578,650
Gross Profit 222,330
Less: Operating expenses
Administrative expenses 30,000
Directors’ remuneration 5000
Distribution costs 28000
Salesmen commission 3000
66,000
Operating income 156,330
Other expenses
interest paid 2000
Add: accrued interest 2000 4000
Income before tax 152,330
Corporate tax 100000
Net income 52.330
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Particulars £ £ £

Retained profits on 1% January 2021 132,000
Share capital 500,000
preference shares 200000
Profit for the year 52,330
Less: Dividend paid

Ordinary -20000

preference shares -30000 -50000

Total Owners Equity 834330





