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[bookmark: _Toc153457610]Question 1
Statement 1: The statement of financial position shows how much cash has come into and left the business during the accounting period and the resulting balance at the end of the period.
Comment
A lie has been exposed in this particular instance as A statement of financial condition which is also often referred to as a balance sheet is a document that allows for the assets, liabilities and equity of a firm to be seen through the lens of analysis. The current state of the organization's finances is shown in this photograph which was shot at a particular instant in time and no indication is provided on the movement of funds into and out of the account during a specified time period (Drake and Fabozzi, 2019). Instead, a person should look at the Cash Flow Statement in order to have a better idea of how money is being spent and how cash activities were broken down into three distinct areas for the purpose of this statement operating, investing and financing (Lashner, 2020). In order to achieve the goal of providing a better knowledge of the generation and use of cash within a certain time period this division was brought into being.
Statement 2: Non-current assets are things that cannot be moved.
There are certain aspects of what he described that are really true. Non-current assets on the other hand are assets that are projected to produce economic advantages over a period of time that is greater than one year even when immovability is not a defining criterion and these assets are considered to be non-current assets instead of current assets (Drury, 2021). Both intangible assets such as patents and trademarks and physical assets such as property, plant, and equipment are included in the collection of non-current assets and intangible assets include items like patents and trademarks, while physical assets include things like physical assets and there are certain non-current assets that are immovable and permanent, such as land and buildings but there are other non-current assets, such as equipment and vehicles, that may be moved around for a variety of reasons (Horngren, 2018).
Statement 3: Managers should only supply financial information to the “current” shareholders of companies.
Regarding this claim, there is no truth to it and everyone who has a stake in the company including current shareholders, future investors, creditors and government agencies has the right to be informed about the company's current financial status and the shareholders themselves are not the only beneficiaries of this power (Foster, 2018). If someone wants people to have trust and the decisions that they make they need to be transparent and truthful about the fact that they disclose their financial information and by making financial reports, and more specifically yearly reports accessible to the general public the goal is to strengthen investor confidence and promote the efficiency of the market and this is accomplished via the broadcast of information to a wide number of individuals.
Statement 4: No need to include prepayments and accruals on the statement of financial position.
This statement is not correct as prepayments and accruals which are assets and liabilities respectively are needed to be stated in the statement of financial condition and accruals are also required to be disclosed. In contrast, prepayments are payments that have been made in advance for goods or services while accruals are expenditures that have been incurred but have not yet been paid and prepayments are a kind of payment that has been made in advance (Palmer, 2021). Due to the fact that both of these factors have an effect on the organization's financial condition, it is necessary to take them into account in order to provide an accurate depiction of the state of a company's finances.
Statement 5: No need for regulation over financial accounts.
It would be inappropriate to make such a statement because it is necessary to regulate financial accounts in order to ensure that the ideals of openness, accountability and fair procedures are adhered to when it comes to the reporting of financial information and the International Accounting Standards Board and the Financial Accounting Standards Board are examples of regulatory entities that are responsible for establishing and maintaining accounting standards such as those described above (Fridson and Alvarez, 2019). Accounting standards are established and maintained by these bodies, who are responsible for providing them and this is done in order to guarantee that the financial statements are comparable to one another and consistent with one another. These rules help to the protection of the general public, creditors and investors in a number of different ways and two of these ways are via the promotion of ethical techniques of financial reporting and the setting of unambiguous standards (Wahlen, Bradshaw and Baginski, 2018).
Statement 6: It is important to balance ledger (T) accounts and trial balances before preparing financial statements.
This statement is entirely correct because notable accounting procedures include the compilation of a trial balance and the balancing of the ledger accounts (T) and both of these procedures are regarded to be of significant importance. Both the total debits and credits from each account are compared to one another in order to guarantee that the accuracy of the information is preserved (Scott, 2018). Before any financial statements can be prepared it is necessary to first construct the trial balance which is a compilation of the balances of all ledger accounts simultaneously and the accuracy of the financial accounts will be made certain as a result of this (Thomas, 2019). In the event that the trial balance is in balance it will indicate any mistakes that are likely to occur and will need correction before going on to the process of creating financial statements and when the trial balance is in balance the overall accuracy and trustworthiness of financial reporting are thus increased and this is because of the rationale stated above.




[bookmark: _Toc153457611]Question 2
The income statement of Wales plc for the Year Ended 31st December 2022 is the following: 

	Sales (Revenue)                       
	900,000

	Cost of Sales                                       
	578,650

	Gross Profit
	321,350

	Operating Expenses:
	

	Administrative Expenses  
	160,000

	Directors’ Remuneration                               
	5,000

	Distribution Costs                                    
	28,000

	Operating Profit                                      
	128,350

	Other Income and Expenses:
	

	Interest Paid                                         
	2,000

	Profit Before Tax
	126,350

	Adjustments:
	

	 Depreciation on Equipment (10%)
	65,000

	Salaries (December 2022, paid in January 2023)
	10,000

	Corporation Tax Provision
	15,000

	Commission Payable (Salesmen)
	2,000

	Goods Sent to Customers (Unearned Revenue)  
	1,000

	Net Profit                                             
	£37,350



[bookmark: _Toc153457612]Table 1: Income Statement
(Source: Author)
Details of the adjustments are given below:
Because depreciation has not yet been recorded it is needed to calculate 10% of the total cost of the equipment, which is 650,000 pounds for the year and on the basis of the gross profit it is subtracted. Deduct the outstanding salary for the month of December 2022 which totalled 10,000 pounds from the administrative expenditures that were paid in January 2023 based on the fact that they were paid and Tax Provision for Corporations was done by determining the amount of the corporate tax provision for the year which is equal to fifteen thousand pounds. Since the commission payable to salespeople is a liability that will be paid in January 2023 it should be added back to the total amount of this obligation and the value of the products supplied to customers which are one thousand pounds should be deducted from the sales for the current year since it is considered unearned income and should not be included in the sales and the final result is the net profit for Wales plc for the year that concluded on the 31st of December 2022 taking into account the adjustments and taking into account the information that is pertinent.
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[bookmark: _Toc153457614]1- ROCE
	ROCE= (Operating Profit/Average Capital Employed)×100 
Capital Employed= Non-Current Liabilities+Equity
Capital Employed
· 2022: 4,137 £m+3,088 £m=7,225 £m
· 2021: 4,129 £m+2,912 £m=7,041 £m 
Average Capital Employed
(7,225+7,041)/2=7,133 £m 
ROCE = (8057,133)×100≈11.29%



So, ROCE for the year ended December 31, 2022, is approximately 11.29%

[bookmark: _Toc153457615]2- ROE
	ROE= (Net Income /Average Shareholders Equity)×100 
Shareholders' Equity 
· 2022: 1,717 £m
· 2021: 1,541 £m
Average Shareholders’ Equity
=(1,717+1,541)/2=1,629 £m
ROE=(4311,629)×100≈26.47%



ROE for the year ended December 31, 2022, is approximately 26.47%

[bookmark: _Toc153457616]3- Earnings per share
	
EPS=Net Income/Weighted Average Number of Shares Outstanding
Weighted Average Number of Shares Outstanding
Total Dividends Paid /Average Share Price 
Weighted Average Number of Shares Outstanding=255 £m /5.12 £ ≈49.8 million shares
EPS
=431 £m /49.8 million shares
=EPS≈8.66 £/share


So, the Earnings per Share for the year ended December 31, 2022, is approximately £8.66 per share. 

[bookmark: _Toc153457617]4- Net profit margin
	Net Profit Margin=(Net Income /Revenue)×100
Net Profit Margin=(4316,738)×100≈6.39%



So, the Net Profit Margin for the year ended December 31, 2022, is approximately 6.39%
[bookmark: _Toc153457618]5- Asset turnover
	Asset Turnover=(Revenue /Average Total Assets)
Total Assets 
2022: 9,736 £m
2021: 10,087 £m
Average Total Assets
=(9,736+10,087)/2
=9,911.5 £m
Asset Turnover
=6,738 /9,911.5≈0.68



The Asset Turnover for the year ended December 31, 2022 is approximately 0.68.
[bookmark: _Toc153457619]6- Stock holding days
	Stock Holding Days=Average Inventory/Cost of Goods Sold per day 
Average Inventory
=708+6592=683.5 £m
Cost of Goods Sold per day
=3,235 /365≈8.86 £m/day
Stock Holding Days
=683.5 /8.86≈77.16



The Stock Holding Days for the year ended December 31, 2022, is approximately 77.16 days.
[bookmark: _Toc153457620]7- Debtors collection period
	Debtors Collection Period=Average Accounts Receivable /Net Credit Sales per day
Average Accounts Receivable
=(1,249+1,287)/2=1,268 £m
Net Credit Sales per day
=(6,738−3,235)/365≈9.84 £m/day
Debtors Collection Period
=1,268 /9.84≈128.86



The Debtors Collection Period for the year ended December 31, 2022, is approximately 128.86 days.

[bookmark: _Toc153457621]8- Current ratio
	
Current Ratio=Current Assets /Current Liabilities ​
Current Ratio=2,303/2,511≈0.917



The Current Ratio as of December 31, 2022, is approximately 0.917.

[bookmark: _Toc153457622]9- Gearing ratio
	Gearing Ratio=(Total Debt /Shareholders’ Equity)×100 
Gearing Ratio=(4,137/3,088)×100≈134.04%



So, the Gearing Ratio as of December 31, 2022 is approximately 134.04%

[bookmark: _Toc153457623]10- Interest cover
	Interest Coverage Ratio=Operating Profit/Interest Expense
Interest Coverage Ratio=805 /226≈3.55



So, the Interest Coverage Ratio for the year ended December 31, 2022, is approximately 3.55. 


Financial Analysis
This company's financial documents dated December 31, 2022, give us important information about its current state and how well it was doing compared to that date and by looking at important financial records and numbers it is possible to figure out what to do well and what can be done better.
Profitability is a good trait that Sweets company always shows and the company clearly does a great job of keeping costs low because it has a Net Profit Margin of about 6.39 per cent which means that for every pound of sales, it keeps almost 0.06 cents and the company's Return on Equity (ROE) of 26.47% shows that it can give its owners a good return on their money. This chance is given by the company because the business is so profitable shows that strategic decisions have been put into action well and practical management has been done well. On the other hand, the Current Ratio is what will make people worry about cash and the company has 0.917 current assets to current liabilities which is a lot less than the ideal number of one-to-one and if the current number is less than one it could mean that they will have trouble meeting short-term financial responsibilities and When they look at their financial health, though that number should not be the only one can think about so Sweets company needs to keep a close eye on its working capital so that it can meet its short-term financial commitments. A Gearing Ratio of 134.04% means that loan products make up a big part of the capital structure and even though a certain amount of debt might help a business make more money a high gearing ratio makes the business more vulnerable to financial risk especially if interest rates or the economy change and optimising Sweets plc's capital structure would be good for the company because it would make it more stable and better able to handle risk. This means that the business is making £0.68 for every pound it has in assets as shown by the ratio of 0.68 and It's possible that raising the movement of assets could make the business more efficient overall but this percentage may be different based on the industry. The fact that the Debtors Collection Period is 128.86 days and the Stock Holding Days are 77.16 days shows that the way debts and stocks are managed could be better so cutting back on these days might help cash flow and free up operating capital and Sweets plc's interest coverage ratio is 3.55 which means that the company doesn't cover its interest costs very well. A bigger share would give the company more safety net in case something goes wrong even if it is already paying its interest and no matter what, interest coverage should always be carefully checked but if interest rates go up, this has to be done even more. The fact that the company gave out £255 million in dividends and that the average share price was £5.12 shows that it is good at making money for its owners and before giving out gifts it's important to think about how they might affect the organization's ability to spend its money and it's good news for owners that the average share price has been going up. It started at £4.00 in 2021 and hit £5.12 in 2022 and after careful analysis it can be said that Sweets plc has been very profitable and has made a lot of money for its shareholders but some things need to be paid more attention to like managing cash, making the most of the capital structure and making operations more efficient. As a top concern, the business should keep an eye on its operating capital, its debt levels and the chance of increasing the movement of its assets and in order for Sweets company to keep up with and improve its financial success and place in the market it will need to keep an eye on its finances and make changes to its overall strategy.
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