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Introduction 
The term "accounting" is used to describe the procedure of keeping records, conducting analyses, and preparing reports that detail the outcomes of business activities (Wild, et. al., 2007). This information is being made available to a large number of internal and external users in order to assist them in making informed decisions. The company is preparing financial documents, such as a balance sheet, an income statement, and a cash flow statement, to learn more about its financial health. Accounting's primary function is to record and report on an organization's economic activity and performance. Data from the statements is used to compute financial ratios that provide useful insight into a business's performance (Turtle and Wang, 2017).  Both the company's balance sheet and earnings statement for the year are included in this report. The individual's liquidity, reliability, and competitiveness have all been assessed via the calculation of several ratios. Stakeholders may now make informed decisions based on the company's assessed business performance.
Question 1.
a) Income statement and balance sheet in the books of Wales plc.
	b) Income statement for Wales plc for the year ended 31st Dec 2021

	Particulars
	Amount
	Particulars
	Amount

	To opening stock A/c
	-
	By sales
	800000

	To Purchases A/c
	1009250
	By Closing stock
	430600

	To gross profit A/c
	221350
	 
	 

	Total 
	1230600
	Total 
	1230600

	 
	 
	By GP
	221350

	Admin Exp.
	30000
	 
	 

	Interest Exp.
	2000
	 
	 

	Director remuneration
	5000
	 
	 

	Distribution Exp.
	28000
	 
	 

	To Tax payment
	100000
	 
	 

	To O/s Commission
	3000
	 
	 

	To NP
	53350
	 
	 

	Total 
	221350
	Total 
	221350



	Balance sheet

	Liabilities
	
	Amount ( £ )
	Assets
	Amount ( £ )

	Capital
	1400000
	 
	Plant and Equipment
	1250000

	Profits
	53350
	 
	Closing Stock
	429620

	Net Capital
	 
	1453350
	Trade receivable
	171105

	Retained Profits
	132000
	 
	Cash at bank
	76250

	(Less) Ordinary Dividend 
	20000
	 
	 
	 

	Preference dividend
	30000
	 
	 
	 

	 
	 
	82000
	 
	 

	Debentures
	 
	200000
	 
	 

	Trade payable
	 
	188625
	 
	 

	O/s Commission
	 
	3000
	 
	 

	 
	 
	 
	 
	 

	 
	 
	1926975
	 
	1926975



c) Motive for coordinating of financial statement:
A business's financial health may be gleaned from its balance sheet, a kind of financial statement. Developing the cash position for the company is a great way to get a bird's-eye view of the financial health of the enterprise (Song, et. al., 2019).  Equity, assets, and liabilities are all included for a certain time frame. What an organisation possesses may be quantified on the asset side of the balance sheet. The debts shown on the balance sheet are the debts owed by the company. On the pledge, we have the shareholders' initial investment and the company's retained profits. These reports are useful for gauging a company's potential to fulfil its commitments and earn a profit, with the latter being re-invested in the business. To adhere to the rules of double-entry accounting, the income and expense entries must equalize. The system mandates that all transactions be registered in two separate categories, which benefits administration by allowing them to double-check that all transactions have been examined and documented accurately (Lugovsky and  Kuter, 2019). It is possible that the books won't balance out every once in a while. Incomplete records, incorrectly recorded transactions, incorrect computations, stock-related problems, and other similar causes might be to blame.
Question 2
a)	Estimate of ratios for Sweet plc
•	Refund on Capital Employed = Earnings Instead of Interest and Tax ( EBIT ) / Capital Employed
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B) Financial performance ratio interpretation for Sweet plc
· In terms of profitability metrics, the return on investment (ROCE) is a key indicator of a company's capacity to transform its invested resources into a return. Capital-intensive sectors often make use of this metric since it shows how well indebted businesses are doing financially (Flynn and Koornhof , 2005). The results of the aforementioned estimate for 2020 and 2021 are 9.93% and 11.4%, respectively. If the share price went up in this way, it would mean that the company was providing its owners with more value. Providing shareholders with a larger part of the company's profits would boost the company's attractiveness to potential investors.
· The rate at which a company may reinvest its earnings back into the business is known as its "earnings per share," and it is one measure of an enterprise's profitability and development potential. It's another metric that investors use to figure out whether or not a company is worth their investment. The predicted percentages in 2020 and 2021 are 12.57% and 13.96% growth from the organization's equity capital, respectively. It's another metric that shareholders use to figure out whether or not a company is worth their investment. The computed ratios for 2020 and 2021, 12.57% and 13.96%, respectively, demonstrate the individual's efficacy in ensuring appropriate use of its assets to produce profit. Shareholders are receiving higher returns on their investments.
· Divide the company's profit for a given time period by the total number of outstanding shares to get the earnings per share (Gutierrez et al., 2018). It's useful for estimating the company's worth since it breaks down how much money the company makes from each share of stock. From the numbers, we can deduce that the company will have an EPS of 0.61 in 2020 and 0.718 in 2021. The higher the ratio, the greater the potential profit that can be generated from each individual share.
· Profit margin as a percentage of sales: It is used as a metric for gauging the health of a company's bottom line. The sum of money made from the company's sales is shown. the amount of total income to revenue for a certain time frame. The computed ratios for the years ending in 2020 and 2021, however, are 5.68% and 6.39%. The ratio improved, indicating the company was able to maximise earnings by selling more. The company is using successful advertising methods to boost revenue and earnings.
· The turnover rate for assets may be used as a benchmark to determine a company's productivity. It helps in determining how effectively the company is putting its resources to work in order to boost revenue. The ratio of net operating income to capital employed is calculated. (GOFWAN – 2022). Based on the foregoing, the ratios for 2020 and 2021 are projected to be 0.6385 and 0.6798. A minimal growth rate like this indicates that the company is not making the most of its resources and is thus unable to develop or boost revenue.
· Inventory turnover ratio: the length of time an organisation needs to sell off its stock or inventory to determine the inventory turnover rate It lays out the timeline for how many times the stock is moved before the business stops selling it. The computed ratio is 78 days per year, with both years having 77-day totals. This means the company cannot shorten the timeframe necessary to convert its shares into cash. The value of a business is diminished when it keeps things in storage for too long.
· Time allotted for collecting debts: It's the time that it takes to be paid by its lenders. It is beneficial to the company's operations if the collection time is short, whereas a prolonged period of non-payment is seen as counterproductive. In 2020, the ratio will be 73 days, and in 2021, it will be 68 days. This decrease demonstrates the company's ability to effectively collect the amount owed from its users or lenders, as well as its effectiveness in acquiring the sum from its creditors and the resulting decline in the period of recovery from debtors.
· Determine the firm's pooled funds by comparing its short-term obligations to its most liquid asset. This is known as the current ratio. It reveals if the company has enough assets to pay down its annual short-term commitments (Aras, et. al., 2010).  This company has 0.77 in 2020 and 0.92 in 2021, according to the numbers. A higher ratio shows that the company is using all of its available cash to pay its bills. The ratio is still too low, so the organisation has to do more to boost its skills.
· The budget deficit to equity ratio is a business statistic used to assess a company's level of exposure and financial position health.To get this ratio, divide the group's current debt by its equity ratio. A high debt-to-equity ratio indicates that a company relies heavily on outside financing to meet its capital needs, while a low number indicates that the company can get by with the help of its current resources rather than seeking further financing. The aforementioned ratios indicate that the company is using its own funds to engage in its businesses at a higher rate than it is using outside financing (2020: 2.46; 2021: 2.15).
· The equity ratio is a metric used to assess a company's degree of financial leverage (Hyndman and McConville, 2018). It reveals whether or not a company can maintain its activities without attracting external capital. It reveals how much of the receivables are funded via equity issues as opposed to debt financing. And for seasons ending in 2020 and 2021, the estimated ratios are 0.30 and 0.32. The ratio has not changed, which indicates that the firm is successfully using capital to control its finances.
· The ratio of debt to total assets is calculated by businesses to see how much of their assets are being funded by debt from outside sources (Elamer and  Benyazid, 2018). To get this ratio, we divide the company's outstanding liabilities by its total assets. For 2020 and 2021, the derived debt ratios are 0.71 and 0.68, respectively. It states that the level of debt consumption has been drastically reduced in order to generate capital for asset expansion. The company does not select the debt alternative as a means of financing its assets.
· The interest coverage ratio measures a company's capacity to meet interest payments on its obligations (Elamer and  Benyazid, 2018). Although the "sweet spot" for this metric varies per industry, in general, a higher ratio is preferred. 2020 and 2021 have ratios of 3.87 and 3.56, together, for their last years. Organizations are urged to take corrective action since a low coverage ratio for interest indicates a diminished ability to pay.
Conclusion
It is clear from the above that accounting plays a crucial role in determining the economic health of a company's activities. Stakeholders use the resulting reports and statements to inform their choices on funding, taxation, credit facilities, and other areas of interest. Management relies heavily on statements to learn about the production plan and accounting procedures' efficacy. Management and other users also utilise financial indicators to assess the organization's progress and health. There are a number of various ratios that may be used to get insight into the health of a business. Profitability is tracked over a certain time frame using the net profit. Different from liquidity ratios, which represent an organization's capacity to pay its debts, performance ratios show how well a corporation performs in a free economy.
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For 2020     ROCE =  [ 699 /  (  10087  –   3046  )]   * 100       = ( 699 / 7041 ) * 100       = 9.93 %     For 2021      ROCE = [805 / ( 9736  –   2511 )]   * 100       = ( 805 / 7225 ) * 100       = 11.14 %      Return on Equity =  Net Income / Shareholder Equity     For  the  year 2020     Return on equity = ( 366 / 2912 ) * 100               = 0.1256 * 100              =  12.57 %     For  the  year 2021     Return on equity = ( 431 / 3088 ) * 100              = 0.1395 * 100              = 13.96 %      Earning per Share = Net in come  –   Preference Dividend / Outstanding Shares     For the year  ending  2020     Earning per share = 366 / 600                = 0.61     For the y ear  ending  2021       Earning per share = 431 / 600                = 0.718      Net Profit Margin = ( Net Profit / Revenue ) * 100     For the   year 2020     Net Profit Margin = ( 366 / 6441 ) * 100                 = 0.0568 * 100                = 5.68 %      For the year 2021     Net Profit Margin = ( 431 / 6738 ) * 100                = 0.0639 * 100                = 6.39 %  
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