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	£

	Sales
Cost of sales
	800000
(578650)

	Gross Profit
	221350

	
	

	Administrative Expenses
Director’s Remuneration
Distribution Costs
Interest Paid
Commission Payable
	(30000)
(5000)
(28000)
(2000)
(3000)

	Total Expenses
	(68000)

	
	

	Profit before Taxation
Taxation
	153350
(100000)

	Profit After Taxation
	53350



The income statement provides a summary of the sales, expenses, and profits or losses of the business for the fiscal year that begins on December 31, 2022. A gross profit of £221,350 is generated after deducting the cost of sales from the sales income of £800,000. The direct costs associated with producing or acquiring the sold goods are reflected in the £578,650 cost of sales. Supplies, direct labor, and other costs incurred during production are covered by these costs. A gross profit of £221,350 is achieved when the revenue from sales is divided by the cost of sales. This sum is the income that is as yet accessible after direct creation costs have been deducted. The overall expenses come to £68,000 after different charges, such as administrative costs, directors' compensation, distribution costs, interest paid, and the commission due, have been subtracted (Fuadi et al., 2022). The compensation provided to directors for their efforts is represented by the directors' pay, which is set at £5,000. The £28,000 in distribution costs pays for expenditures paid in shipping, packing, and warehousing in order to distribute goods to clients. In order to indicate the interest expenditure incurred on the company's obligations or loans, interest payments are reported as £2,000 each month. The commission due to salespeople for December sales, totaling £3,000, is represented by commission payable. The gross profit and total costs, which come to £153,350, are subtracted to determine the profit before taxes. The expected corporation tax of £100,000 is subtracted, leaving a profit after tax of £53,350. Wales Plc had a positive gross profit and ended the year with a profit of £53,350. It's crucial to note that this research ignores other financial measures that can offer further information about the company's financial health, such as profitability ratios or long-term patterns.
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Statement of Financial Position as at 31st December, 2022
	
	£

	Assets
	

	Plant and equipment
Stock at 31st December, 2021
Trade Receivable
Prepaid Expenses
Cash and Bank
	1250000
510850
170125
980
96000

	Total Assets
	2028955

	
	

	Equity and Liabilities
	

	Shareholder’s Equity
	

	Ordinary Share Capital
Preference Share Capital
Retained Earnings
	900000
500000
132000

	Total Shareholder’s Equity
	1532000

	Non-Current Liabilities
	

	2% Debentures
	200000

	Current Liabilities
	

	Trade Payables
Tax Payable
Accrued Expenses
	188625
100000
3000

	Total Liabilities
	291625

	Total Equity and Liabilities
	2028955



As of December 31, 2022, the company's assets, liabilities, and equity are summarized in the statement of financial condition. Plant and equipment worth £1,250,000, stock worth £510,850 as of December 31, 2021, trade receivables at £170,125, and prepaid costs worth £980 are all included in the assets section. The balance of the bank and cash is shown as £96,000. The estimated value of the assets is £2,028,955. The equity segment consists of retained earnings of $132,000, £900,000 in ordinary share capital, and £500,000 in preference share capital. The entire stockholders' equity now stands at £1,532,000. The £200,000 2% debentures are included in the non-current liabilities’ column. Trade payables totalling £188,625, tax payables totalling £100,000, and accrued costs totalling £3,000 are included in the current liability’s column. There are £291,625 in current liabilities overall. As a result, the sum of the equity and liabilities is £2,028,955. The statement of financial status provides an overview of Wales Plc's assets, financing sources (equity and liabilities), and general financial situation as of December 31, 2022. It offers a picture of the business's financial situation, including its capacity to pay bills on time and make investments in assets that will support future expansion. The company's liquidity and solvency are disclosed in the statement of financial status. A sizable share of the firm's assets is kept in plant and equipment, which shows the corporation has invested in long-term productive assets. The company's accounts receivable, which might have an effect on its cash flow if not quickly collected, are shown in the trade receivable. A combination of short-term and long-term financial responsibilities is indicated by the presence of both current and non-current liabilities. The company's capacity to make profits and hold onto them for potential expansion projects is evidenced by the retained earnings.
The preference shares have been properly listed in the equity section; it is vital to note. Their real identity as shares that signify ownership in the corporation is reflected in this adjustment. As of December 31, 2022, there are two key occurrences that have not yet been added to the ledger accounts. First, on January 31, 2023, salesmen will receive their £3,000 commission due for December sales. Second, clients received £980 worth of items on December 31, 2022, with payment due on February 28, 2023. Subsequent accounting periods will include these transactions' recording.
[bookmark: _Toc139637929]Balance in Statement of financial position 
Due to the fundamental accounting formula that determines how it is constructed, Assets = Liabilities + Equity, the statement of financial position, often known as the balance sheet, balances. This formula guarantees that the statement correctly depicts the company's financial situation at a certain period. It adheres to the double-entry bookkeeping concept, which states that every transaction has equal and opposing consequences on many accounts.
Because it shows the sources and uses of money inside a corporation, the balance sheet balances. Assets include both tangible and intangible items that the firm owns or controls (Robinson, 2020). The company's commitments to third parties, such as loans or accounts payable, are represented as liabilities. Equity, which shows the ownership stake of shareholders, is the remaining interest in the assets after obligations have been subtracted.
Liabilities plus equity are always equal to the entire value of assets (Cotter, 2021). Because the money used to buy assets must originate from either external (liabilities) or internal (equity) sources, this equilibrium is reached. When a business buys assets, it pays for them using a mix of debt and equity. 
By guaranteeing that the value of the company's resources (assets) matches the claims made against those resources (liabilities and equity), the balance sheet appropriately depicts the company's financial status. For accurate and reliable financial reporting, the statement of financial status must be balanced (Mućko et al., 2019). It gives stakeholders an accurate and succinct picture of a company's financial situation, enabling them to judge its solvency, liquidity, and general financial stability. Since the statement is balanced, all financial transactions are guaranteed to be recorded and the equation is kept in equilibrium, upholding the accuracy of the company's financial records (Wahlen et al., 2022). The balance sheet presents a clear and succinct description of a company's assets, liabilities, and equity in order to offer a snapshot of its financial situation at a particular moment in time. The statement's balance is essential because it shows that the company's funding sources have been fairly distributed among its numerous assets and liabilities, assuring honesty and integrity in financial reporting.
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1. ROCE = Operating Profit / (Total Assets - Current Liabilities)
2021: 
Operating Profit = £805m
Total Assets = £9,736m
Current Liabilities = £2,511m
ROCE = £805m / (£9,736m - £2,511m) = £805m / £7,225m ≈ 0.1113 or 11.13%
2020: 
Operating Profit = £699m
Total Assets = £10,087m
Current Liabilities = £3,046m
ROCE = £699m / (£10,087m - £3,046m) = £699m / £7,041m ≈ 0.0993 or 9.93%
As a result, sweets plc's ROCE ratio was roughly 11.13% in 2021 and 9.93% in 2020.
2. ROE = Profit for the Year / Average Shareholders' Equity
2021:
Profit for the Year = £431m
Average Shareholders' Equity = (Opening Retained Profits + Closing Retained Profits) / 2
Average Shareholders' Equity = (£1,541m + £1,717m) / 2
= £3,258m / 2
= £1,629m
ROE = £431m / £1,629m
≈ 0.2648 or 26.48%
2020:
Profit for the Year = £366m
Average Shareholders' Equity = (£1,300m + £1,541m) / 2
= £2,841m / 2
= £1,420.5m
ROE = £366m / £1,420.5m
≈ 0.2577 or 25.77%

3. EPS = Profit for the Year / Number of Ordinary Shares
2021:
Profit for the Year = £431m
Number of Ordinary Shares = 300 million
EPS = £431m / 300m
= £1.437 per share
2020:
Profit for the Year = £366m
Number of Ordinary Shares = 300 million
EPS = £366m / 300m
= £1.22 per share
As a result, Sweets plc's earnings per share in 2021 and 2020 were £1.437 and £1.22, respectively.
4. Net Profit Margin = (Profit for the Year / Revenue) * 100
2021:
Profit for the Year = £431m
Revenue = £6,738m
Net Profit Margin = (£431m / £6,738m) * 100
= 6.39%
2020:
Profit for the Year = £366m
Revenue = £6,441m
Net Profit Margin = (£366m / £6,441m) * 100
= 5.68%
As a result, Sweets plc's net profit margin was roughly 6.39% in 2021 and 5.68% in 2020.
5. Assets Turnover = Revenue / Average Total Assets
2021:
Revenue = £6,738m
Average Total Assets = (Total Assets for 2021 + Total Assets for 2020) / 2
Average Total Assets = (£9,736m + £10,087m) / 2
= £19,823m / 2
= £9,911.5m
Assets Turnover = £6,738m / £9,911.5m
≈ 0.679 or 0.68 times
2020:
Revenue = £6,441m
Average Total Assets = (£10,087m + £9,736m) / 2
= £19,823m / 2
= £9,911.5m
Assets Turnover = £6,441m / £9,911.5m
≈ 0.651 or 0.65 times

6. Stock Holding Days = (Average Inventory / Cost of Sales) * 365
2021:
Average Inventory = (£708m + £659m) / 2
= £683.5m
Cost of Sales = £3,235m
Stock Holding Days = (£683.5m / £3,235m) * 365
≈ 76.85 or 77 days
2020:
Average Inventory = (£659m + £708m) / 2
= £683.5m
Cost of Sales = £3,096m
Stock Holding Days = (£683.5m / £3,096m) * 365
≈ 80.55 or 81 days
7. Debtors Collection Period = (Trade Receivables / Revenue) * 365
We may determine the debtor's collection period by using the submitted financial data in the manner shown below:
2021:
Trade Receivables = £1,249m
Revenue = £6,738m
Debtors Collection Period = (£1,249m / £6,738m) * 365
≈ 67.81 or 68 days
2020:
Trade Receivables = £1,287m
Revenue = £6,441m
Debtors Collection Period = (£1,287m / £6,441m) * 365
≈ 72.72 or 73 days
So, for Sweets plc, the debtors collection period was around 68 days in 2021 and 73 days in 2020.
8. Current Ratio = Current Assets / Current Liabilities
The following formula may be used to get the current ratio using the financial data provided
2021:
Current Assets = £2,303m
Current Liabilities = £2,511m
Current Ratio = £2,303m / £2,511m
≈ 0.92 or 0.92:1
2020:
Current Assets = £2,355m
Current Liabilities = £3,046m
Current Ratio = £2,355m / £3,046m
≈ 0.77 or 0.77:1
As a result, Sweets plc's current ratio was around 0.92:1 in 2021 and 0.77:1 in 2020.
9. Gearing Ratio = (Long-term Borrowings / Total Equity + Long-term Borrowings) * 100
We may get the gearing ratio using the available financial data in the manner shown below:
2021:
Long-term Borrowings = £4,137m
Total Equity = £3,088m
Gearing Ratio = (£4,137m / (£3,088m + £4,137m)) * 100
≈ 57.24%
2020:
Long-term Borrowings = £4,129m
Total Equity = £2,912m
Gearing Ratio = (£4,129m / (£2,912m + £4,129m)) * 100
≈ 58.69%
As a result, Sweets plc's gearing ratio was around 57.24% in 2021 and 58.69% in 2020.
10. Interest Cover = Operating Profit / Interest Payable
We may determine the Interest Cover using the given financial data in the manner shown below:
2021:
Operating Profit = £805m
Interest Payable = £226m
Interest Cover = £805m / £226m
≈ 3.56 times
2020:
Operating Profit = £699m
Interest Payable = £181m
Interest Cover = £699m / £181m
≈ 3.86 times
So, for Sweets plc, the interest cover was around 3.56 times in 2021 and 3.86 times in 2020.
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According to the profit and loss statement, revenue increased steadily from £6,441 million in 2020 to £6,738 million in 2021. Profit for the year increased to £431 million in 2021 from £366 million in 2020, reflecting this rise (Roška et al., 2019). As a result of effective cost control, the net profit margin increased from 5.68% in 2020 to 6.39% in 2021.
According to the statement of financial status, a fall in intangible assets is the main reason why total assets fell from £10,087 million in 2020 to £9,736 million in 2021. Nevertheless, the company's equity has become stronger as net assets rose from £2,912 million in 2020 to £3,088 million in 2021.
The ratios offer additional perspectives on the business's financial performance. From 25.77% in 2020 to 26.48% in 2021, the Return on Equity (ROE) ratio grew, suggesting higher profitability and efficiency in generating returns for shareholders. With a little increase from 0.77:1 in 2020 to 0.92:1 in 2021, the current ratio shows a higher ability to satisfy short-term obligations.
Challenges still persist, as shown by the Gearing Ratio, which shows a relatively high level of long-term borrowings compared to equity and is expected to be at 57.24% in 2021 and 58.69% in 2020. The Interest Cover ratio also dropped from 3.86 times in 2020 to 3.56 times in 2021, indicating a little reduced capacity to cover interest costs. Sweets plc has seen expansion in terms of sales, earnings, and equity (Schroeder et al., 2022). To provide proper interest coverage and financial stability, the corporation should concentrate on managing its debt levels (Rizki et al., 2022). For sustained financial success and to maintain a competitive position in the highly competitive sweets and confectionery business, continued efforts to manage costs, maximize assets, and enhance liquidity are essential.
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