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 The main purpose of the financial position is to give the understanding to its users about the financial position of the business at the particular point of time. it shows the details of assets, liabilities and owner’s capital.


b)
This statement gives a picture of all of an organization's assets, liabilities, and equity as of the report date. This is one of the three primary financial statements used to offer information about a company, and the data it provides is crucial for many financial analyses. Most businesses, in addition to the income statement and statement of cash flows, prepare a statement of financial position, sometimes known as a balance sheet, on an annual basis.
As in the accounting equation, assets will always equal the total of equity and liabilities. This makes great sense when you consider how a corporation acquires assets. A firm may use assets such as cash to purchase a new asset, in which case it will give up an equal amount of assets in order to get a new one. Alternatively, the company's owners could contribute the funds, for example, by selling stock to fund the purchase. Finally, the corporation may borrow money to buy an asset. The accounting equation and, as a result, the statement of financial position will always be in balance in each of these circumstances.
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b)
71 days 68 days
When considering 2020 and 2021 financial years of Sweets PLC return on capital employed ratio shows higher ratio. It is more favorable for the company. In this calculation ROCE ratio higher than 2021 related to the 2021.
 
ROE is profitability ratio and it means ability of company to generate profits from its shareholder’s investments. In here 2021 has high ROE and it indicates company use investors funds effectively.

Sweets PLC earing per share ratio indicating a stimulate for the shareholders of both years. EPS of 2020 is Rs.2.48 and Rs.3.52 for 2021. Investors of both years may satisfy with existing situation.

Net profit margin ratio indicates management is efficiency in Sweets PLC. In 20221, it increases from 5.68% to 6.4% comparatively 2020.

Although the assets turnover ratio for both years is not showing higher level (64% and 69%). But in 2021 seems to be slightly more efficient in this respect.

Sweets PLC has 3 days’ stock holding days in both years. It means in both years’ company keeps its inventory 3days before they sell it. It has low days means company is exchange their products for cash quickly.

When considering debtors’ collection period weak liquidity position of 2020. It’s excessively long collection period.2021, collection period reduces to the 68 days. The current ratio of both years of 0.77 and 0.91 with are considerably lower than the generally accepted safety level. It’s normally accepted level is 2.1.

Furthermore, considering gearing ratio indicates the proportion of a company borrowed funds to its equity. According to this question gearing ratio is low in both years and it means Sweets PLC financially stable but not all debt is bad debts.

However, interest coverage ratio indicates a much higher margin of safety. When their profit levels are viewed in relation to the average ratio of annual interest charges in both years seems to be doing very well, with an interest coverage ratio as 4 times in 2020 and 2021.
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QUESTION 01
a)

Wales PLC
Income Statement
For the year ended 31st December 2021

Sales 800980

(Cost of Sales ) -578650

Gross Profit 222330

Other Income

Expenses

Administration Expenses 35000

Distribution Expenses 31000

Finance Cost 34000

Other Cost -100000

Profit before Tax 122330

(Income Tax) 100000 -100000

Profit After Tax 22330

Wales PLC
Statement of Financial Position
For the year ended 31st December 2021

Assets

Non-Current Assets

Plant & Equipment 632730

Current Assets

Trade Receivables 171105

Inventory 330600

Cash at bank 76250 577955
1210685

Equity & Liability

Ordinary Shares 400000

10% Preference Shares 300000

Retained Earnings 134330 834330

Non-Current Liability

4% Debentures 100000

Current Liability

Commission Payable 3000

Trade Payable 171355

Tax Payable 100000

Debenture Interest Payable 2000 276355

1210685
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