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[bookmark: _jr47048scvzt]Introduction  
The purpose of this report is to calculate and analyze different kinds of financial aspects, which are given in the question. For this paper to solve different kinds of financial aspects like ratios, financial statements, and other such items. This process is called financial fundamentals. Under this process, different kinds of financial aspects of a company's financial reports are analyzed and understand different segments of a company are. These segments are, liquidity, profitability, worth of accompaniment, efficiency, or in short, the overall financial condition of a company can be understood by using this process. One of the main aspects that are used for analyzing this are ratio analysis, financial statement of income, and much more. 
[bookmark: _42cps9y5jbph]Main Body
The answers to the given questions are discussed below. 
[bookmark: _9evwwfs1gnoo]Question 1
The solution to the given question is given below.
a) [bookmark: _y29qwl9jz0wq]Income statement of Wales plc
[image: ]
Table 1: Income statement of Wales Plc
(Source: Self Report, 2023)
The above-mentioned table is the calculation of the income statement of Wales plc. An income statement is one of the important aspects that a company has to calculate to understand the financial position of a company in a financial year. In other words, this statement is analyzed for calculating the profit and loss of a company in a given financial year (Corporate Finance Institute, 2022). This is calculated by using the financial transaction, which is done by the company in a financial year. The base of this statement is to deduct the value of expenses from the revenue that is made by a company. The excess amount, which is left after deduction, is called profit or loss. Positive amounts are called the profit and negative amounts are called loss. A company has a complete yahoo financial report to understand the profit or loss that is made by a company in a financial year. In finance, expenses are organized logically. As a result of that, the answer is shown in gross amount and net amount. In the case of the above-given table, the gross profit that is earned by Wales plc is £ 2,21,350. On the other hand, the net profit earned by the company is 3,350. 
b) [bookmark: _w0snas29jhb]The balance sheet of Wales Plc.
The balance sheet of the company is given below.
[image: ]
Table 2: Balance sheet of Wales Plc
(Source: Self Report, 2023)
The above-mentioned table shows the calculation of the balance sheet of Wales plc. A balance sheet is one of the important financial reports, which is one of three important financial reports that a company has to prepare. The vase of this is assets= liability + equity (Corporate Finance Institute, 2022). In the above-given table, it can be seen that the amount for total liability is £ 12,26,975. On the other hand, the amount for total liability is £ 12,26,975. As for this, it can be understood that the assets side is completely counter to the liability side in this financial report. It is done because of the above-given rule. A detailed discussion of this is given below.
c) [bookmark: _utlfvxy1lncm]Why does the statement of financial position balance?
One of the major rules of preparing a balance sheet is to be sure both sides have to match completely. It symbolizes the purity of the accounting process of accompaniment. This is happening because of the balance sheet rule of preparing a balance sheet, which is assets = liabilities + owners’ equity (Wall Street Mojo, 2022). The assets side and liability side are to be the same, which is an effect of the double entry system of financial accounting. 
[bookmark: _mus2dmvfi1lu]Question 2
The answers to the given questions are discussed below.
[bookmark: _6srbd5cnjrzd]Part One
The ratio analysis of Sweet's plc for 2021 and 2020 is given below.
a) [bookmark: _aoz3j4hdwot8]ROCE
[image: ]
Table 3: Calculation of ROCE
(Source: Self Report, 2023)
This ratio is all about understanding the efficiency of a company to use its assets, which are used for generating higher revenue. By calculating this an investor can understand if a company is sustainable, generating enough profit or not, and based on that they made their financial decisions. The formula for this is EBIT/ capital employed (Corporate Finance Institute, 2022). From the above-given calculation, it can be understood that the profitability of the company has increased in this current year. 
b) [bookmark: _416rvphs7awc]ROE
[image: ]
Table 4: Calculation of ROE
(Source: Self Report, 2023)
This ratio analyzes the annual return of a company. The formula for this is Net profit/shareholders equity (Corporate Finance Institute, 2022). It can be seen that the position of this ratio has also increased in the current year. 
c) [bookmark: _44he7gs5w4au]Earnings per share
[image: ]
Table 5: Calculation of EPS
(Source: Self Report, 2023)
This profit indicates a company's efficiency in earning profit for shareholders. The formula for this is Net income / weighted average outstanding share. The ratio has decreased compared to last year. 
d) [bookmark: _2s1t2qiq2ct]Net profit margin
[image: ]
Table 6: Calculation of Net Profit Margin
(Source: Self Report, 2023)
This ratio indicates the ability of a company to earn profit from its sales. The formula for this is net profit/sales. It can be seen that the ability to earn profit from sales of Sweet's plc increased in 2021. 
e) [bookmark: _k69hj0m1s3va]Asset turnover
[image: ]
Table 7: Calculation of Assets Turnover
(Source: Self Report, 2023)
This ratio aims to measure the efficiency of a company to use its assets to generate sales. The formula for this is sales/ average total assets. The company's efficiency in using its assets to generate revenue has decreased in this current financial year. 
f) [bookmark: _7p707zgo7c36]Stock holding days
[image: ]
Table 8: Calculation of Stock Holding Days
(Source: Self Report, 2023)
This ratio is all about how long a company has to handle its inventory before selling them. The formula for this ratio is (closing stock/cost of goods sold) * 365. In the given sum the company has taken a long time to clear its inventory than last year. 
g) [bookmark: _7fxegohfzsw1]Debtors collection period
[image: ]
Table 9: Calculation of Debtors Collection Period 
(Source: Self Report, 2023)
This ratio is all about a company that frequently receives payments from their debtors, in respect of their credit purchase. The formula for this is debtors / annual credit sales. In the given sum it can see that the company receives less frequent payments from their debtors in 2021.  
h) [bookmark: _klzqwctxxypb]Current ratio
[image: ]
Table 10: Calculation of Current Ratio 
(Source: Self Report, 2023)
This ratio is one of the liquidity measurement ratios, which measures the ability of a company to cover its current liabilities with its current assets. The formula of this is current assets / current liability. In the given sum it can see that the power to cover the current liabilities of the company has decreased compared to the laser year. 
i) [bookmark: _ffe4x214tx9f]Gearing ratio
[image: ]
Table 11: Calculation of Gearing Ratio 
(Source: Self Report, 2023)
Thai ratio indicates the amount of debt money, which is held by a company, belongs to by shareholders of a company. The formula for calculating this is long-term loans and borrowings/shareholders’ funds. In the above-given calculation, it can see that the ratio stays about the same for both years. 
j) [bookmark: _mnj1qgv1hv8o]Interest cover
[image: ]
Table 12: Calculation of Interest Coverage Ratio 
(Source: Self Report, 2023)
This ratio is all about understanding the effect of a company to earn profit to cover their interest, which belongs to the shareholders of a company. The formula for this is EBIT / interest expense. It can see from the above calculation that the power of cover interest of the company has decreased in 2021 compared to the last year. 
[bookmark: _oypkxsvnqnah]Part Two
As for the evaluation of the ratio analysis of the company, it can be understood the company increased some fields. However, some ratios decreased from the last year, which indicates a lack of control in those years. Those fields are the profitability of the company, covering current liabilities. For that reason, it can be understood that the company has a lack of liquid assets in the last year, which was resolved in the current year. Profitability also decreased in that period, which can be counted as the inefficiency of the company.  On the other hand, many aspects of the company have also increased in this period, which is debtors' collection periods. As for the evaluation, it can be said that the company has to try to increase its asset turnover ratio. 
[bookmark: _3pxascqj3e7e]Conclusion
This report concludes that different kinds of financial aspects were calculated to solve the above-given questions. For that reason, different kinds of tools were used. Such as income statements, balance sheets, ratio analysis, and other such things. By this, it can be said that the financial conditions of two of the companies are analyzed in this report. 
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Calculation of Return on equity (ROE)

Particulars 2021 2020
Net income 231 366
Sharcholders equity 300 300

ROE= Net income/Shareholders equity | 1.436666667 1.22
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Calculation of Earning per share

Particulars 2021 2020
Net income 231 366
Outstanding shares 300 300
Average outstanding shares 300 150

EPS=Net income/ Average outstanding shares | 1.436666667 2.44
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Net profit margin

Particulars 2021 2020

Net profit 431 366

Total revenue 6738 6441
Net profit margin= (net profit /revenue)*100 6.396556842 | 5.682347462
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Asset turnover

Particulars 2021 2020
Total revenue 6738 6441
Total Asset 9,736 10,087
Average total asset 911.5 5043.5
Asset turnover= Revenue/average total asset | 0.6798163749 | 1.277089323
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Stock holding days

Particulars 2021 2020

Closing stock 708 659

Cost of goods sold 3235 3096
Stock holding days= (Closing stock/cost of goods sold) x 365 79.88253478 77.69218346
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Calculation of debtors collection period

Particulars 2021 2020

Amount owed by Debtors 1,249 1,287

credit sales 6.738 6.441
Debtors collection period=(Amount owed by debtor/annual credit sales)*365 | 67.65880083 | 72.93199814
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Calculation of current ratio

Particulars 2021 2020

Current asset 2.303 2.355

Current liabilities 2511 3,046
Current ratio= current asset/ current liabilities 0.9171644763 | 0.7731451083
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Calculation of gearing ratio

Particulars

2021

2020

Loans and borrowings

4137

4129

Shareholder equity

3,088

2912

Gearing ratio— loans and borrowings/shareholder equity

1.420673077

1.417925824
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Calculation of interest cover

Particulars 2021 2020
Earning before interest and taxes 805 699
Interest expenses 226 181

Tuterest cover— EBIT/Interest expenses

3.561946903

3.861878453
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In the books of Wales plc

For the year ended 31/12/2021

Income Statement

Particulars £ £ Particulars £

To. purchase 5,78,650 By. Sales 800,000
To, gross profit C/d 2,21,350

Total 8.,00,000 Total 800,000

By. gross profit b/d 2,21,350

To. Admin exp 30,000
To. interest paid 2,000
To. director's remuneration 5,000
To, distribution costs 28,000
To, pay of ordinary dividend 20,000
To. pay of preference dividend | 30.000
To, corporation tax 1,00,000
To, outstanding commission
To, net profit

Total Total 2.21.350
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In the books of Wales plc

For the year ended 31/12/2021

Statement of financial position

Liabilities £ £ Asset £
Share capital Fixed Asset
Ordinary share 500,000 Plant 6,50,000
Pref share 2,00,000 Current asset
Total 700,000 Trade receivable 1,70,125
Add: Net profit 3,350 Cash and bank 76,250
Add: retained earning 1,32,000 Stock 3,30,600
8,35,350

4% Debentures 1,00,000
Current liabilities
Outstanding expenses 3,000
Corporation tax 1,00,000
Trade payable 1,88,625

Total 12,26,975 Total 12,26,975
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Calculation of Return on capital employeed

Particulars 2021 2020
Earning before interest and tax (EBIT) 305 699

Total Asset 9,736 10,087
Current liabilities 2,511 3,046
Capital employed 7,225 7.041

ROCE= EBIT/ Capital employed

11.14186851

9.927567107





