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Executive Summary 
It is generally categorised in 3 individual aspects where in first section an efficient details of accounting framework is provided with the basic intentions of understanding company’s ability. On the second section briefing about companies accounting reports evaluations along with the utilisation of financial ratio analysis. The third part is providing general theoretical concepts relating to the accounting presentations that are necessary to maintain in case of efficient accounting performances. 
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[bookmark: _Toc49521693]Introduction 
Application of general accounting provisions is necessary in order to present efficient performance overview related to company’s transactions, which is generally include precursory accounting period. Based on same consequences during the presentations of such financial reporting, every accountant needs to follow relevant guidance that is provided by GAAP and IFRS for business financial details presentation. On the contrary for understanding essential development of a finance compared with the previous year financial position the evaluators are generally used to apply some relevant financial evaluating tools, financial ratio is one of them (Rahman and Fachri, 2016). With the proper application of such ratios business deciders can realise present business operational performance that impacted over the financial aspect, whether performing efficiently or not. This report is enumerating about the significant financial statements, reports and application of financial ratios for proper evaluation of business performances given the present financial period.
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[bookmark: _Toc49521694]Answer for Question 1 
Computing Income Statement for Wales PLC 
In the Books of Wales PLC
Income statement
For the period ended 31-12-19
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Significant working Notes for presenting business income statement 
Working Note 1: Cost of sales
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Working Note 2: Administrative expenses
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Working Note 3: 12% business debenture interest
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Computing Retained earnings of business 
In the Books of Wales PLC
Retained Earnings Account
For the period ended 31-12-19
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Computing Balance sheet of the business 
In the Books of Wales PLC
Balance sheet 
For the period ended 31-12-19
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Working Note 4: Value of business Land
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Working Note 5: Value of business building
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Working Note 6: Value of business Plant
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Working Note 7: Value of business Trade receivables
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Based on an accounting performance ratios are applied for evaluating the present growth of business through comparing with precursory time (AREAS, 2018). Following the same prospect present financial growth of the business with compared of two different financial year are provided in below; 
1. Calculation of Return on capital employed 
Formula = Profit before interest and tax / (Equity + long term loans)
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2. Calculation of Return on equity 
Formula= Profit after tax / Equity capital 
[image: ]


3. Calculation of Earnings per share (EPS) 
Formula= Net profit after tax / No of equity shares 
[image: ]
4. Calculation of Gross profit margin	 
Formula= Gross profit / Revenues 
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5. Calculation of Assets Turnover ratio
Formula= Revenues / Total assets 
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6. Calculation of Stock holding period
Formula= (Inventories / Cost of sales) *365 days 
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7. Calculation of Debtors collection period
Formula= (Trade receivables / Revenues) *365 days 
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8. Calculation of Current ratio
Formula= (Current assets / Current Liabilities) 
[image: ]
9. Calculation of gearing ratio 
Formula= Total Debts / Equity capital 
[image: ]
10. Calculation of Interest cover ratio 
Formula= Profit before interest and tax / Financial cost (Interest)
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Analysis the present financial growth of business through financial ratios 
According to the business requirements in application of those ratios are providing the significant evaluated report of business financial position through comparing with precursory time. Application of Return on capital employed is generally enabled to the evaluators of business about the present business returning capability according to entire volume of company’s liquidity and capital position (Casielles, 2019). Generally the application of this ratio provides an efficient volume measurement process after factoring the capital volume with assessment to achieve company’s profit and objectives. Based on the current accounting  statement, a significant production volume is noticed relating to this particular ratio as in 2018 such ratio was 18.01% while in 2019 it was decreased to 16.87% means a reduction of 1.14% can be noticed in performance due to enhancement of business expenditure volume. 
Apart from that Return on equity of business used to present the significant volume of business earning capacity on behalf of business equity volume position. However in this case positive reduction is noticed, which is around 8.95% compared with the previous year financial position. Due to the reduction of present business earning capacity this particular ratio volume is comparatively decreasing constant basis (Kamar, 2017). 
Application of Earning per share ratio used to analyse how much money a business is eligible to make with the basic intentions of individual share units basis. Additionally in a wider context it is applied to evaluate the metric of business profitability and high volume of EPS indicate the business capacity to enable the investors about efficient business earning capacity (Watung and Ilat, 2016). Following the present situation a significant reduction is noticed through comparing with precursory time in case of this business, as while in 2018 it was 102.80% at present it decreased to 72% for the reason of continuous decrease of business earning capacities. Gross profit margin of a company generally indicates high performances of business sales including production aspects.  
Apparently, the high level of Gross profit margin positive level of business productivity volume compared to the revenue volume. However, for this company a significant reduction is noticed through comparing with precursory time financial position and also providing the requirement of tree structure present business expenditure volume for efficient profitability generation (Bionda and Mahdar, 2017).  According to the business performance application of business Current ratio is used to indicate the efficient business liquidity position in order to pay short-term obligations or business outstanding dues that are generally incurred within 1 year (Mahardhika and Marbun, 2016). Through the proper using of such ratios the investors can understand the efficient requisition of maximization in business current asset volume in order to satisfy the present level of debts and other payables.  In case of this business of this particular ratio position in the year 2008 provided as 1.05 while in the current accounting period 2019 it will decrease to 1.01.  
After evaluating the present condition of business the management needs to restructure the present performances positively so that it can significantly gain efficient profitability in the preceding time period. 
[bookmark: _Toc48204734][bookmark: _Toc49521696]Answer for Question 3 
[bookmark: _Toc49521697]a. Significant users of financial statement of business 
Business shareholders: Those are generally recognised as the owner of business for investing some significant volume of amounts on the business processing. In accordance with an equation for realising the general business performing capacities and also whether the present operational approach is efficient to generate profitability or not, the internal stakeholders are used to access financial reports. On the other hand external shareholders are used to apply such reports before investing in the organisation, to whether it is competent to provide efficient return or not (Robinson, 2020).
Suppliers:  Those are the stakeholders, who are used to supplying some significant business raw material in order to continue the business process efficiently. With the proper assessment of such reports the evaluators are generally used to release the current liquidity capacity of the company for paying back certain outstanding liability amount efficiently. 
Government: Along with the general business performance structure, the application of such reports by the government is used to access the present business capacity in financial aspects. Additionally, such reports are also used to recognise whether the business is involved along with any fraudulent activities or not along with it also applied for realising business present tax impositions positively (Easton and Sommers, 2018). 
[bookmark: _Toc49521698]b. Advantages and disadvantages of using financial reports 
Advantages: With the proper application of financial reports the stakeholders can positively recognise current financial capacities of a company with a more convenient manner.  Following the same prospect for realising the present financial growth also such statements are also recognised. Additionally, with the maintenance of proper financial framework of business financial position including the general volume of business expenditure can be positively provided and also a controlling approach can be initiated (Voss, 2019).
Disadvantages: Along with some certain advantages, such reporting format also creates some disadvantages through providing financial structure of business position which generally creates a little burden for business performance realisation. Even this report generally does not provide any importance to the non-financial factors which are also essential for business development purposes. Another disadvantage is related to the inflationary effects of business financial performances as it is based on the historical costing process (Asare et al. 2016). 
c. Disadvantages of using financial statements 
According to the general operational structure the financial report is generally accessed for providing efficient accounting overview of a company during the present accounting period.  However it is totally depending on the historical cost method instead of present market evaluation or written down value process. Additionally, it does not provide any significance to the non-financial factors of business as a result a proper financial development cannot be recognised efficiently. Such reports can easily manipulated by the potential business authoring tools in order to derive some personal benefit (Grove et al. 2015).
[bookmark: _Toc49521699]Conclusion
Based on the above briefing, it is basically noticed that application of the financial framework of these essentials in order to present the efficient business financial report during the present accounting time. With the same circumstances the assessment of business financial ratios are also necessary to evaluate the present business growth positively. With the proper maintenance of business provisions that generally provided by GAAP are necessary for efficient business performance recognition.
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Particulars “Amount (-000)
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‘Equity Capital
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Tand at cost 15000
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2018 2019
Net profit after fax 1830 1250
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2018 2019
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2018 2019
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2018 2019
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2018 2019
Current assets 156.50 15390
Current Liabilifies 14840 151.00
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2018 2019
Total Debts 2938 2861
Equity capital 303 532
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2018 2019
Profit before interest and tax 262 28
Financial cost 3350 020
Ratio 748 114
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