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1. The statement contains many pieces of information that are not factual. The Balance Sheet, which is more commonly known as the Statement of Financial Position, does not give an illustration of cash flows within the framework of an accounting period (Horngren et al, 2022). This is because the Balance Sheet is more often known as the Statement of Financial Position. Rather, it provides stakeholders with a snapshot of a firm's assets, liabilities, and equity at a certain point in time, which provides them with access to information on the present financial state of the company.
2. Despite the fact that the statement is largely correct, it is vital to bear in mind that non-current assets contain both mobile and immovable objects. This is something that requires careful consideration. Assets like as equipment and vehicles, on the other hand, may be transported, in opposition to assets such as land and buildings, which are immovable (Warren et al, 2018). The long-term utility that non-current assets bring to the organization is the most essential aspect in deciding what defines non-current assets. This is in contrast to the mobility of the assets themselves.
3. Regarding the Responsibility of Communicating with Shareholders:
It is quite clear that the claim is not true. Now, in addition to being responsible to the firm's current shareholders, managers are now being held accountable to potential investors, creditors, and other stakeholders in the company (Needles, 2017). It is crucial to give financial information that is both accurate and transparent in order to accomplish the goals of promoting confidence and aiding stakeholders in making well-informed decisions about their participation with the company.
4. With regard to the manner in which accruals and prepayments are handled:
This statement is completely incorrect in every manner. Adjustments to the accounting system, such as prepayments and accruals, are necessary in order to ensure that the financial situation of a firm is appropriately reflected. Accruals are used to record expenditures that have been incurred but have not yet been paid for, while prepayments are used to account for future costs that have been paid in advance (Hopwood, 2020). Both the presenting of an accurate overview of the economic status of a firm and the proper reporting of financial information are significant components that must be included.
5. In the financial sector, the importance of regulation is as follows:
It is quite clear that the claim is not true. The regulation of the financial industry is of the highest significance in order to assure the reliability, standardization, and comparability of financial reporting. This importance cannot be overstated. Compliance with accounting standards and regulations is the duty of regulatory agencies, who are also responsible for enforcing these standards and rules (May, 2019). These authorities make it easy to undertake relevant analysis and comparisons of financial information across a variety of companies, as well as ensuring that openness is maintained.
6. The trial balance and the accounts in the ledger are used for balancing the books.
Any and all aspects of the statement are accurate. The creation of a trial balance and the balancing of ledger accounts are two of the most significant operations that take place throughout the accounting cycle. As a control mechanism, the trial balance is responsible for identifying errors before the compilation of financial statements and ensuring that the overall integrity of the financial information that is supplied to stakeholders is preserved (Albrecht et al, 2022). When individual accounts are balanced, it guarantees that they are correct, and the trial balance acts as a tool for controlling the situation.
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	Amount
	Amount

	Revenue
	
	900,000

	(-) Sales Return
	
	(1,000)

	
	
	899,000

	Less: Cost of sales
	
	

	Cost of sales
	578,650
	

	(+) Depreciation
	65,000
	

	
	
	643,650

	Gross Profit
	
	255,350

	
	
	

	Less: Operating Costs
	
	

	Administrative Expenses
	160,000
	

	Salaries
	10,000
	

	Salesmen Commission
	2,000
	

	Director's Remuneration
	5,000
	

	Distribution Costs
	28,000
	

	
	
	

	Total Operating costs
	
	205,000

	Operating Profit
	
	50,350

	
	
	

	(-) Interest Expense
	
	4,000

	Profit before tax
	
	46,350

	
	
	

	(-) Tax
	
	15,000

	
	
	

	Profit after tax
	
	31,350



	Working 1
	Amount
	Calculation
	Amount

	Equipment at cost
	650,000
	
	

	Depreciation (10%)
	
	650,000 * 10%
	

	
	65,000

	
	
	
	

	Working 2
	Amount
	Calculation
	Amount

	Debentures
	100,000
	
	

	Interest (4%)
	
	100,000 * 4%
	

	Total Interest Expense
	4,000

	Paid
	(2,000)

	Accrued
	2,000
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1. ROCE
	Return on Capital Employed
	2022
	2021

	Operating Profit
	805
	699

	Capital Employed:
	
	

	Equity
	3,088
	2,912

	Non-current liabilities
	4,137
	4,129

	 
	7,225
	7,041

	Operating Profit/ Capital employed
	11%
	10%



2. ROE
	Return on Equity
	2022
	2021

	Net Profit
	431
	366

	Equity
	3,088
	2,912

	Net Profit/ Equity
	14%
	13%



3. Earnings Per Share
	Earnings per share
	2022
	2021

	Net Profit
	              431 
	              366 

	Outstanding shares
	              600 
	              600 

	Net Profit/ Shares
	             0.72 
	             0.61 



4. Net Profit Margin
	Net Profit Margin
	2022
	2021

	Net Profit
	431
	366

	Revenue
	6,738
	6,441

	Net Profit/ Revenue
	6.40%
	5.68%



5. Asset Turnover
	Asset Turnover
	2022
	2021

	Revenue
	6,738
	6,441

	Total assets
	9,736
	10,087

	Revenue/ Asset
	0.69
	0.64



6. Stock holding days
	Stock holding days
	2022
	2021

	Inventory
	708
	659

	COGS
	3,235
	3,096

	(Inventory/ COGS) * 365
	80
	78



7. Debtors collection period
	Debtors collection period
	2022
	2021

	Receivables
	1,249
	1,287

	Revenue
	6,738
	6,441

	(Receivables/ Revenue) * 365
	68
	73



8. Current ratio
	Current Ratio
	2022
	2021

	Current assets
	2,303
	2,355

	Current liabilities
	2,511
	3,046

	Assets/ Liabilities
	0.92
	0.77



9. Gearing ratio
	Gearing Ratio
	2022
	2021

	Current assets
	2,303
	2,355

	(-) Inventory
	708
	659

	 
	1,595
	1,696

	Current liabilities
	2,511
	3,046

	Assets less inventory/ Liabilities
	0.64
	0.56




10. Interest Cover
	Interest Cover
	2022
	2021

	Operating Profit
	805
	699

	Interest 
	226
	181

	Operating profit/Interest
	3.56
	3.86
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By doing an in-depth examination of a number of important financial statistics, it is possible to conduct a comprehensive evaluation of the financial health and financial standing of Sweets plc. A better understanding of the organization's effectiveness, viability, liquidity, and economic health may be gained via the use of these measures.
1. Return on Capital Employed (ROCE):
Return on capital employed (ROCE) is an important indicator that evaluates how efficiently a firm allocates its resources in order to create profits. The return on capital employed (ROCE) of Sweets plc increased from 10% to 11% in the year 2022. Taking this into consideration, it seems that the organization has grown more effective in using both equity and past liabilities in order to create operational profits. The elevated return on capital employed (ROCE) is indicative of improved operational efficiency and wise management of the company's capital structure.
Because of the gain in operational profit, which went from £699 million in 2021 to £805 million in 2022, the return on capital employed (ROCE) saw an increase. Because of this expansion, the corporation has shown that it is capable of generating bigger earnings from its capital basis. It is possible that Sweets plc has undertaken initiatives to enhance income, reduce costs, or increase operational efficiency in order to achieve this favourable result.
2. Return on Equity (ROE):
Based on the business's overall revenue and equity, return on equity (ROE) is a measurement of the organization's ability to create returns for its investors. The return on equity (ROE) of Sweets plc showed an upward trend, going from 13% in 2021 to 14% in 2022. This indicates that the firm is providing better returns for shareholders in comparison to the rise in equity being generated by the organization.
The increase in return on equity may be attributed, in part, to the fact that the net profit increased from £366 million in 2021 to £431 million in 2022. With this information, shareholders are likely to have a favourable impression of the firm since it demonstrates that the company is making efficient use of shareholder cash to produce profits (Horngren et al, 2022). Nevertheless, it is of the utmost importance to check whether or not this pattern can be maintained throughout the course of time.
3. Earnings per Share (EPS):
A crucial measure that reflects the profits earned per outstanding share is called earnings per share (EPS). In the year 2022, Sweets plc saw a rise in its earnings per share from £0.61 in 2021 to £0.72 in 2022. Due to the fact that it signifies an increase in profits that are attributable to each share, this rise in earnings per share is beneficial for both current investors and future investors (Warren et al, 2018).
EPS has increased as a result of the growth in net profit, which is one of the contributing factors. Monitoring the developments of earnings per share (EPS) is essential for investors since it has a direct influence on shareholder value. The capacity of Sweets plc to continuously increase earnings per share (EPS) may entice investors who are looking for firms that have good profits performance.
4. Net Profit Margin:
When all expenditures are taken into account, the proportion of profit that a firm keeps from its sales is referred to as the net profit margin. Sweets plc saw an increase in its net profit margin from 5.68% in 2021 to 6.40% in 2022. This is a significant improvement. This demonstrates that the firm has improved its ability to transform sales into profit because of the increased efficiency.
The rise in the net profit margin may be attributable to a number of different variables, including the control of costs, pricing strategies, or operational efficiency (Needles, 2017). The ability to effectively manage and position themselves in the market is often shown by businesses that have rising profit margins.
5. Asset Turnover:
An organization's ability to produce money via the use of its assets is measured by its Asset Turnover. The Asset Turnover of Sweets plc increased from 0.64 in 2021 to 0.69 in 2022, a significant increase. It would seem from this that the corporation has grown more efficient in the use of its assets in order to facilitate sales.
The rise in Asset Turnover is indicative of higher operational efficiency, since it demonstrates that the organization is earning a greater amount of income for each unit of assets that it employs (Hopwood, 2020). The occurrence of this might be the consequence of higher sales, improved inventory management, or manufacturing methods that have been streamlined.
6. Stock Holding Days:
Inventory Days, which are sometimes referred to as Stock Holding Days, are a measurement that determines the average number of days that it takes for a firm to sell all of its inventory. Between the years 2021 and 2022, Sweets plc had a modest rise in the number of stock holding days, which went from 78 to 80. It may be deduced from this that the corporation required an additional two days, on an average, to sell its goods in the year 2022.
Although the rise is not significant, it may suggest that there is a need for a more in-depth examination of strategies for inventory management. It is possible that Sweets plc will need to evaluate its manufacturing methods, demand forecasts, and supply chain in order to achieve optimum inventory turnover and reduce holding costs that are as low as possible (May, 2019).
7. Period for the Collection of Debtors:
It is possible to determine the average number of days that it takes for a firm to collect money from its customers by calculating the Debtors Collection Period. The amount of time it took for Sweets plc to collect on its debts decreased from 73 days in 2021 to 68 days in 2022, demonstrating an improvement. In light of this, it seems that the organization has grown more effective in the process of collecting money from its clients.
Due to the fact that it increases cash flow and minimizes the risk of bad debts, a shorter Debtors Collection Period is typically considered to be beneficial. Sweets plc's ability to reduce the length of time spent collecting is indicative of the company's ability to effectively manage its credit and get prompt payments from its clients.
8. Current Ratio:
The current ratio is a measurement of liquidity that determines whether or not a firm is able to meet its immediate needs with the assets that it has available in the near term. The Current Ratio of Sweets plc grew from 0.77 in 2021 to 0.92 in 2022, which indicates that the company's short-term liquidity has improved with this growth.
It is widely accepted that a current ratio that is greater than one indicates that the firm has a greater amount of current assets than current liabilities. This is a favourable sign of the company's overall financial health (Horngren et al, 2022). It seems that Sweets plc is in a stronger position to satisfy its short-term commitments, as shown by the enhanced current ratio shown by the company.
9. Gearing Ratio:
The Gearing Ratio is a calculated measure that determines the percentage of the organization's total capital that is funded by debt. The gearing ratio of Sweets plc went from 0.56 in 2021 to 0.64 in 2022, representing an increase. This suggests that the organization's funding structure has a greater share of debt than it did before.
Despite the fact that a certain degree of gearing is considered to be typical and may be advantageous for the purpose of leveraging profits, a considerable increase in the gearing ratio may give rise to worries about the financial risk of the firm as well as its capacity to pay debt. In order to maintain its financial health, Sweets plc need to exercise caution in managing its debt levels.
10. Interest Coverage:
The extent to which a corporation is able to satisfy its interest expenditures with its operational earnings is what is meant by the term "interest cover." Sweets plc's Interest Cover fell from 3.86 in 2021 to 3.56 in 2022, suggesting a weaker capacity to cover interest expenses with operating revenue. This decline occurred within the same time period.
One possible explanation for the decrease in Interest Cover is that the interest expenditures have risen, or that the growth in operational profit has slowed down (Warren et al, 2018). For the purpose of ensuring that it is able to fulfil its debt commitments without difficulty, Sweets plc need to carefully control its interest expenses.
The conclusion is that Sweets plc has shown favourable financial trends in a variety of its business activities. It seems that the firm is doing a good job of managing its resources, creating stronger returns for shareholders, and retaining short-term liquidity, as seen by the improvements in return on capital employed (ROCE), return on equity (ROE), net profit margin, and current ratio. However, in order to maintain a healthy financial position over time, it is necessary to pay attention to aspects such as stock holding days and interest cover. In order for investors to make educated choices about their holdings in Sweets plc, it is imperative that they continue to keep a close eye on these statistics as well as the overall financial plan of the firm.
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