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[bookmark: _Toc133533082]Income statement for 31st December:

	
	£

	Sales

	£800,000

	Cost of sales

	£578,650

	Gross profit

	£221,350

	Administrative expenses

	£30,000

	Directors remuneration

	£5,000

	Distribution costs

	£28,000

	Operating profit

	£158,350

	Interest paid

	(£2,000)

	Profit before tax

	£156,350

	Corporation tax

	(£100,000)

	Profit after tax

	£56,350

	Less: Preference dividend paid

	(£30,000)

	Less: Ordinary dividend paid

	(£20,000)

	Retained profits at 31st Dec 22
	£6,350




[bookmark: _Toc133533083]Part B: Why statement of financial position balance:
The fundamental accounting equation, which specifies that assets must equal liabilities plus equity, is the reason why the statement of financial position balances. This formula makes sure that a company's liabilities and equity are always used to finance its assets. Positive net worth, which denotes financial stability, is achieved when a corporation has more assets than liability. A company's negative net worth, on the other hand, may signify financial hardship if it has more liability than assets. (Epstein, L. 2014). An important financial document that gives creditors, investors, and other stakeholders a quick overview of a company's financial situation is the statement of financial status. Its capacity to balance makes it a crucial instrument for determining a company's financial health because it ensures the quality and dependability of financial data. As a result, businesses should take great care when creating their statement of financial status to make sure it accurately and clearly depicts their financial situation.
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1. ROCE 
ROCE = Operating Profit / Capital Employed Capital Employed = Total Assets - Current Liabilities
2. ROE:

ROE = Profit for the year / Shareholders' Equity

3. Earnings per share:
EPS = Profit for the year / Number of shares

4. Net profit margin:
Net Profit Margin = Net Profit / Revenue

5. Asset turnover:
Asset Turnover = Revenue / Total Assets

6. Stock holding days:
Stock Holding Days = (Average Stock / Cost of Sales) x 365

7. Debtors collection period:
Debtors Collection Period = (Trade Receivables / Revenue) x 365

8. Current ratio:
Current Ratio = Current Assets / Current Liabilities

9. Gearing ratio:
Gearing Ratio = Total Borrowings / Shareholders' Funds

10. Interest cover:
Interest Cover = Operating Profit / Interest Payable
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	Ratio
	2020
	2021

	ROCE
	9.2%
	10.8%

	ROE
	12.0%
	14.0%

	EPS
	0.68
	0.58

	Net Profit Margin
	5.7%
	6.4%

	Asset Turnover
	0.64
	0.63

	Stock Holding Days
	35
	34

	Debtors Collection Period
	22
	21

	Current Ratio
	0.92
	0.76

	Gearing Ratio
	1.43
	1.56

	Interest Cover
	3.9
	4.5





[bookmark: _Toc133533087]Financial performance and position of Sweets plc:
With an increase in revenue and gross profit over the prior year, Sweets plc has demonstrated strong financial performance in 2021. The operating profit margin, however, has decreased as a result of the company's rising operating costs. With a sizable component of non-current assets, especially intangible assets, the corporation has a solid asset foundation. According to the current ratio, the business is in a good position to fulfil its immediate responsibilities. The company's high level of gearing, however, denotes a comparatively significant amount of financial risk. The interest cover ratio demonstrates that the business can still afford its interest costs, but it is lower than it was the year before. Despite Sweets plc's overall strong financial performance, there are several issues that need to be resolved if the business is to continue to be financially sustainable over the long run.
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