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[bookmark: _heading=h.30j0zll]Introduction
The study aims to provide information about the financial health and position of Wales Plc with the help of the preparation of the Income statement and Balance Sheet. After that, an explanation has been provided about the balancing of the statement of finance. Further, this study imparts information about Sweets Plc's efficiency in its operation through ratio analysis. The analysis of the ratio has been done to know the profitability, efficiency, and liquidity of the organization. It helps in understanding the performance of the organization over some time.
[bookmark: _heading=h.1fob9te]Main Body
[bookmark: _heading=h.3znysh7]Question 1
a) Income statement and Balance sheet statement of Wales Plc
Part A:- Income statement
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Figure 1: Income statement of Wales Plc
(Source: Self-Developed, 2023).
An Income statement refers to the statement which helps in showing the income and expenditure of the company related to any particular year. It is also efficient in showing the profit or loss made by the company through the operation of a specific year. The reason for preparing is that it is efficient in showing the financial health and position of the company. It is also termed a profit and loss statement. Different groups need such a statement and they can be categorised into internal and external users. On the other hand, its external users include competitors, creditors, and investors. They need such statements to know the credibility of the company to make decisions related to investment (Zoho, 2021). The income statement is efficient in providing information about the revenue generated by the company through the selling of its service and product. It also provides information about expenses generated to carry on the operation of the business and to contribute to making revenue (BDC, 2023). The above figure shows the Income statement of Wales Plc for the period 31 December 2022. It shows the figure of the revenue generated from the year is £800,000 in respect of the cost of sales figure which is £578,650. The difference between both leads to the figure of Gross Profit which is £221,350. After that, the operating expenses of Wales Plc were subtracted from the gross profit. The total of the operating expenses which is being subtracted from gross profit to get the figure of net loss which is £ -650. As the figure of net profit is negative which indicates that the company is not profitable as it is not efficient in meeting its expenses and able to generate negative figures in profit. The negative net profit implies that Wales plc does not have higher potential in meeting its debts. The information obtained by the company through this statement helps in taking positive decisions to contribute further progress to the company. The company can take rational decisions in contributing further to the net profit. 
Part B:- The Financial statement of Wales Plc
The financial statement of the organisation is to be meant as the balance sheet which includes the equity capital, liabilities, total debt, and many more. The preparation of an effective balance sheet which will give the full information to the company has been done by balancing the balance sheet from both sides. The amount of the balance of both should match each other so that means the above process which has been made to make a balance sheet is right. The balance sheet signifies (Asset = Liabilities + Equity) (Economic Times, 2023). The usual calculation of the BL is made every six months of the differences or every quarter. The BL carries 2 heads one is the liabilities and the other is the assets. The assets which have been used in the balance sheet mean that it is things or resources which are owned by the company. The asset has its justification it is also divided into current assets, tangible assets, long term assets. The liabilities head refers to the debt of the company. The company can calculate its total debts by just analyzing the liability side of the BL. The balance sheet carries other heads also like the owner's equity or the shareholder. The liabilities and the equity are equal to the assets. This process has been mentioned as the book value of the company (Breckenfelder, and Ivashina, 2021). 
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Figure: 2. Balance sheet of Wales plc.
(Source: Self-Developed, 2023).
Figure 2 is been done for the preparation of the balance sheet of Wales plc in this balances sheet on the liabilities side all the liabilities are been mentioned the total equity before the net loss of the liabilities is £1,400,000 after that addition of net loss and retained earning are been made after that all the current liabilities are been added together from which the total liabilities is £2,026,975. Now on the assets side, there is only one fixed asset which is the plant then the current assets have been added in it the total value of the assets side is £2,026,975. Now it is seen that the liabilities are equal to the assets which defines that the balance sheet has been tallied. 
b) Why balancing is important in the statement of financial wealth? 
The report has the equity, assets, and liabilities of the company for making a data report. The snapshot has been provided for the financial condition within the business for specific data. It has been said that it is one of the financial reports and it is made everywhere along with the statement of cash flow and the income report. The use of the report is done for the double entry system of accounting is done. The approach provides the upgradation in the assets and the liabilities. The reason behind the balance of the BL is the principle of the accounting system which carries the double entry system. The system of accounting records every translation at least 2 times in various accounts and also checks to see if the entries have been consistent or not. (Bragg, 2023).    
[bookmark: _heading=h.2et92p0]Question 2 
Part one
a) ROCE 
The ROCE means the return on capital employed. It helps in look after the performance of the organisation. The ratio is part of financial ratio which shows if the organization is good at generating profit from the help of its capital or not. The organization has many resources based on financial terms. The company grows its business by analyzing it. ROCE is a profitable ratio in the financial managers used by the stakeholders which can use the data for investing in the company (Shrotriya, 2019).
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Figure: 3. Calculation of ROCE in accounts of the Sweets plc
(Source: Self-Developed, 2023).
In the above figure, the calculation of the ROCE has been made over there the data of the Sweet plc company has been made. The calculator will be made for 2 years in 2021 the profit of the company is 11.14% but in 2022 the profit is 9.93%. The profit of  the company is been decreased in comparison to the past year 
b) ROE 
The ROE refers to the Return On Equity it helps to measure the organization's net income which is divided between the equity of the shareholders. It is said to be as the increase in the ROE is better for the company which indicates how the company is converting its financing equity into the form of profit (Daniswara, and Daryanto, 2020). 
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Figure: 4. Calculation of ROE ratio of Sweet Plc. 
(Source: Self-Developed, 2023).
In the above figure the evaluation of ROE is done based on the Sweet plc company data here it is seen that in 2021 the company will be profitable because its rate is 1.44 but in 2022 the company will be less profitable the ratio is 1.22.     
c) Earnings per share 
The term earning per share is known as the EPS also. The EPS is done by evaluating the annual income or the quarterly income with the value of the stock shares outstanding. It is seen that the increase in the EPS of the company means the perceived value and the profit will be more by the investors (Gartner_Inc, 2023).
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Figure: 5. Evaluation of earnings per share of Sweet plc.
(Source: Self-Developed, 2023).
In the overhead figure, it has been seen that the EPS of 2021 is 1.44 and the EPS of 2022 is 2.44. These two values define that the rates of the company  Sweet plc are increasing from last year's value.  

d) Net profitability ratio
Profitability ratio is the other name of the NP margin of the company. It is the part of the financial ratio. This is used in the evaluation of the % profit of the total revenue which has been produced by the company. The amount has been measured in the form of the net profit of an organization in the form of per euro of the gained revenue. (Mulyadi, and Sinaga, 2020).
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Figure: 6. Evaluation of the Net Profit Margin. 
(Source: Self-Developed, 2023).
The above figure is showing the Net Profit Margin based on the 2 years in 2021 the profit is 6.40% and in 2022 the profit is 5.68% it is seen that Sweet plc has less net profit margin in 2022.    
e) Asset turnover
Total turnover ratio is the other nam of asset turnover. It helps in evulating  the efficiency of the organisation in which the organisation has been using the asset of the produce sales. It has been said that the increase in the rate of the asset turnover ratio signifies the efficiencies in the comparison with their competitor with a decreased ratio (Corporate Finance Institute, 2023). 
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Figure: 7. Evaluation of asset turnover. 
(Source: Self-Developed, 2023).
The above figure was created for the evaluation of knowing the Asset Turnover Ratio of the Sweet plc Company. In 2021 the company gained 0.68 whereas in 2022 the gained 1.28.  
f) Stock holding days
The evaluation of the stock holding days is done for analyzing how frequently the company will sell its inventories to get money. The stock holding days are known as the inventory holding period; it provides information on how long the company is going to sell its organization's goods. (Indeed, 2023).
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Figure: 8. Evaluation of stock holding days of Sweet plc.
(Source: Self-Developed, 2023).
In the above figure, the evaluation of the stock holding days has been done by the Sweet plc company. In 2021 it has 79.88 days and in 2022 the company has 77.69 days.  
g) Debtors collection period
The debtor's collection period means to be the average of the numeric value of the day which requires the collection of receivables from the customers. It helps to measure the interval to issues in making the invoice in the form of a receipt for the customer's cash. Here the average period is calculated by the divisor of the owed amount by the debtor's trade / the annual sales on credit and then multiplying it by three hundred sixty-five days. (Oxford Reference, 2023). 
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Figure: 9. Evaluation of Debtors collection period of Sweet plc.
(Source: Self-Developed, 2023).
In the above figure, the evaluation of debtors' collection periods has been done. the collection period for 2021 is 67.66 days and the collection period for 2022 is 72.93 days  
h) Current ratio 
The current ratio is used by the accountant. It helps the professional to understand the condition of the organisation at a provided moment. This ratio is elevated by comparing the organization's current liabilities and current assets. working capital ratio is the other name of the CR of the company. (Mulyadi, and Sinaga, 2020).
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Figure: 10. Evaluation of the Current Ratio of Sweet Plc.
(Source: Self-Developed, 2023).
In the above figure, the evaluation of the current ratio has been done for Sweet plc the current ratio of 2021 is 0.92, and in 2022 the ratio is 0.77. Here it is seen that the company has less liquidity in the company. 
i) Gearing ratio
this ratio compares little from the equity of the owners to debt or a company that is borrowing the fund. It helps in measuring the financial entities of the leverage which degrees demonstrate to the cavities of the firm which are being funded by the shareholders (Bragg, 2023). 
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Figure: 11. Evaluation of gearing ratio of Sweet plc.
(Source: Self-Developed, 2023).
In the above diagram, the evaluation of the gearing ratio has been made in this evaluation the data is been taken from Sweet plc in which the 2 years are been evaluated the first year is 2021 its value is 1.42, and the ratio for 2022 I also 1.42 here it is seen that the ratio does not change so much in the years. 
j) Interest cover 
The interest cover ratio another name is the ICR this ratio also falls in the financial ratio which determines how an organization can pay the interest on the debt which is outstanding. The ICR is mostly used by investors, lenders, and creditors to know their riskiness for lending capital in an organization (Corporate Finance Institute, 2023).
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Figure: 12. Evaluation of interest cover of Sweet plc.
(Source: Self-Developed, 2023).
In the above figure, the evaluation of the interest cover ratio has been done with the given data of the Sweet plc company here it is seen that the company has calculated the 2 years of ICR in 2021 the rate is 3.56, and in 2022 the rate is 3.86 it has been seen that the rate of the ratio is ben increase in the coming year.  
Part Two
The financial performance of the Sweet plc company has been analyzed based on the ratio analysis. All the analysis is being made based on 2021 and 2022. In the Return on the capital employed ratio the performance of the company has decreased which means the company has not used its capital efficiently and is getting a higher return on its investments. In the ROE ratio, it has been seen that the company's performance in 2022 the performance of the company has decreased which means the company is less in creating the profit. In EPS the company's performance has been analyzed and in the year 2022, the rate has increased which means the company will get more investment from the shareholders. The net profitability of Sweet plc Limited has less in 2022 which means the company’s total gross profit of the company is going down in the income statement. The asset turnover ratio of the company will be increasing in 2022 which means the company is performing nicely. The company stock holding days in the next few years will take less time to reals there because releasing time of the stock will decrease in the next year. The debtor's collection period of the company will be increased in 2022 which means the collection efforts of the coming are reducing. The current ratio of the company is very less in both years because the company liquidations are less. The gearing ratio for both years of the company is the same. The interest cover for the company is increasing in the coming year which means the company is poised to pay their debts.     
[bookmark: _heading=h.tyjcwt]Conclusion 
This assignment contains the analysis of two companies in question 1 the preparation of the income statement and balance sheet are being made which is based on the Wales plc company I have been made and why the balance is important in the statement of financial position it has also been mentioned over here. In question 2 the evaluation of the ratio of Sweet plc company has been mentioned and the analysing of the company has been done based on the ratio analysis. 
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