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Question 1
a)
	Profit and Loss Statement 31st December 2022
	

	
	
	
	
	
	

	
	
	£
	
	
	

	Revenue
	
	800,000
	
	
	

	COGS
	
	578,650
	
	
	

	Gross profit
	
	£221,350
	
	
	

	Other income
	
	
	
	
	

	Expenses:
	
	
	
	
	

	Distribution costs
	
	28,000
	
	
	

	Admininistrative expenses 
	30,000
	
	
	

	Operating profit 
	
	£163,350
	
	
	

	Finance costs
	
	2,000
	
	
	

	Proit/(loss) before taxation 
	 
	
	
	

	Taxation 
	
	100,000
	
	
	

	Profit for the period 
	
	£61,350
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	

	Statement of Financial Position 31st December 2022

	
	
	£
	£
	
	

	Non-current assets
	
	
	
	
	

	Property, plant & equipment
	1,250,000
	
	
	

	Intangible assets
	
	
	
	
	

	
	
	
	1,250,000
	
	

	Current assets
	
	
	
	
	

	Inventory
	
	510,850
	
	
	

	Trade receivables
	
	170,125
	
	
	

	Cash and cash equivalents
	96,000
	
	
	

	
	
	
	776,975
	
	

	TOTAL ASSETS
	
	
	2,026,975
	
	

	
	
	
	
	
	

	Current liabilities
	
	
	
	
	

	Trade payables
	
	188,625
	
	
	

	Short term borrowings
	
	
	
	

	Current tax payable
	
	100,000
	
	
	

	
	
	
	288,625
	
	

	Non-current liabilities
	
	
	
	

	Long term borrowings
	200,000
	
	
	

	Long term provisions
	
	 
	
	
	

	
	
	
	200,000
	
	

	TOTAL LIABILITIES
	
	
	488,625
	
	

	
	
	
	
	
	

	NET ASSETS (TA-TL)
	
	
	1,538,350
	
	

	
	
	
	
	
	

	EQUITY 
	
	
	
	
	

	Share capital
	
	
	900,000
	
	

	Share premium
	
	
	500,000
	
	

	Retained earnings
	
	
	138,350
	
	

	Drawings
	
	
	
	
	

	TOTAL EQUITY
	
	
	1,538,350
	
	

	
	
	
	
	
	

	Total liabilities and equity
	
	
	2,026,975
	

	
	
	
	
	
	


b) The financial statement known as the statement of financial position, or balance sheet, aligns with the basic financial accounting equation, which is as follows:
The equation Assets = Liabilities + Equity is the fundamental accounting principle that states that the total value of a company's assets is equal to the sum of its liabilities and equity.
The aforementioned equation must consistently maintain its validity, so guaranteeing the preservation of balance within the statement of financial status. Below is a comprehensive explanation of each constituent:
Assets refer to the tangible and intangible resources that are within the ownership and control of a firm. Assets encompass a wide range of tangible and intangible resources, including as cash, accounts receivable, inventory, property, equipment, investments, and other such items. The aggregate assets denote the tangible and intangible possessions owned by the firm.
Liabilities refer to the financial commitments or debts that a corporation incurs towards external entities. Various financial commitments can be encompassed within this category, such as loans, accounts payable, bonds payable, and other similar liabilities. The aggregate liabilities denote the financial obligations of the organisation towards external entities.
Equity refers to the remaining ownership claim on a company's assets once all obligations have been subtracted. This term is alternatively referred to as shareholders' equity or owners' equity. Equity encompasses many components such as common stock, retained earnings, and additional paid-in capital. Equity denotes the proportionate ownership stake held by the shareholders of a corporation.
The balance sheet is organised in a manner that presents assets on one side and liabilities and equity on the opposing side. In order for the balance sheet to achieve equilibrium, it is imperative that the aggregate value of assets corresponds precisely to the combined value of obligations and equity. The equilibrium in question guarantees that the assets of the firm are financed by either external parties, in the form of liabilities, or by the owners themselves, in the form of equity.
In essence, the balance sheet achieves equilibrium by adhering to the accounting equation, which stipulates that the aggregate value of assets must consistently match the combined value of liabilities and equity. This ensures a precise representation of the company's financial standing.
Question 2
a. Calculate the following ratios for Sweets plc for 2021 and 2020, showing the formulas and workings:
1- ROCE
2021
Operating Profit = £620m + £226m = £846m 
Capital Employed = (£7,433m - £2,511m) = £4,922m
ROCE (2021) = (£846m / £4,922m) x 100 ≈ 17.15%
2020
Operating Profit = £539m + £181m = £720m 
Capital Employed = (£7,732m - £3,046m) = £4,686m
ROCE (2020) = (£720m / £4,686m) x 100 ≈ 15.40%
2- ROE


2021
Profit for the Year = £431m 
Shareholders' Equity = £300m + £1,071m + £1,717m = £3,088m
ROE (2021) = (£431m / £3,088m) x 100 ≈ 13.97%
2020
Profit for the Year = £366m Shareholders' Equity = £300m + £1,071m + £1,541m = £2,912m
ROE (2020) = (£366m / £2,912m) x 100 ≈ 12.56%

3- Net profit margin
2021
Net Profit Margin (2021) = (£431 million / £6,738 million) x 100=6.39%
2020
Net Profit Margin (2021) = (£366 million / £6,441 million) x 100=5.68%

4- Asset turnover
2021
Average Total Assets 2021 = (10,087 + 9,736) / 2 = 9,911.5 million
Asset Turnover 2021 = 6,738 / 9,911.5 ≈ 0.679
2020
Average Total Assets 2020 = (10,087 + 10,087) / 2 = 10,087 million
Asset Turnover 2020 = 6,441 / 10,087 ≈ 0.638

5- Stock holding days
2021
Average Inventory (2021) = (£659 million + £708 million) / 2 = £683.5 million
Stock Holding Days (2021) = (£683.5 million / £3,235 million) * 365 = 76.96 days
2020
Average Inventory (2020) = (£659 million + £659 million) / 2 = £659 million
Stock Holding Days (2020) = (£659 million / £3,096 million) * 365 = 77.74 days
6- Debt collectors 
Average Trade Receivables (Accounts Receivable) for 2021: (£1,287m + £1,249m) / 2 = £1,268m
Change in Trade Receivables = £1,249m - £1,287m = -£38m
Revenue - Change in Trade Receivables £6,738m - (-£38m) = £6,738m + £38m = £6,776m
Debtors Collection Period (DSO) = (£1,268m / £6,776m) * 365 ≈ 68.48 days

b)
	Sweets plc's sales rose from £6,441 million in 2020 to £6,738 million in 2021
Profitability improved as gross profit rose from £3,345 million in 2020 to £3,503 million in 2021.
	Better operational efficiency boosted operating profit from £699 million in 2020 to £805 million in 2021.
	The profit before taxes rose from £539 million in 2020 to £620 million in 2021, suggesting better performance.
	Its profit rose from £366 million in 2020 to £431 million in 2021, indicating growth.
	The total assets fell from £10,087 million in 2020 to £9,736 million in 2021. This drop may suggest less investments and assets.
	A large portion of non-current assets are intangible, which may require impairment testing.
	In 2021, Sweets plc distributed £255 million in dividends, up from £242 million in 2020. This growth may indicate the company's capacity to return shareholder value.
	The average share price rose from £4.00 in 2020 to £5.12 in 2021. Investor confidence in the company's prospects may have improved.
	The gross profit margin was steady.
	ROE improved, suggesting stronger shareholder equity returns.
	In conclusion, Sweets plc has improved revenue, profitability, and equity. In 2021, the corporation seems financially healthier than in 2020.
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