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[bookmark: _Toc153288157]Introduction
This study looks at important parts of financial reporting and analysis. It can help people understand basic ideas and avoid making common mistakes. This essay talks about financial accounts, non-current assets, financial information openness, accruals, prepayments, and following the rules to help you understand these things better. The income statement for Wales company for the year ending December 31, 2022, is the next thing it finds. This shows how good cost management can change how business processes work. Beyond that, the research looks at how much financial independence Sweets plc. made in 2022. Some ratios are used in this study to look at the company's cash flow, ability to pay dividends, efficiency, and ability to make money.

[bookmark: _Toc153288158]Answer to the QUESTION 1
[bookmark: _Toc153288159]Comments on the Person’s Statements
1. To effectively inform stakeholders, the most important record is one that clearly shows the financial state of a business at a certain point in time, usually at the end of an accounting period. This paper, the Statement of Financial Position, is very essential because it does a great job of informing people who need to know. This short outline can give creditors, investors, and other interested parties a quick idea of what the company owns, what it owes, and who owns it. The fairness of the business is also part of this portrayal. Also, it's important to keep in mind that the balance sheet doesn't show the cash moves that happened during record keeping (Govender et al., 2022). Not at all like most people think, this is not how the balance sheet looks. It gives a quick picture of the company's finances, but it's still only a snapshot. The statement of cash flows is important for anyone who wants to fully understand how the company's cash moves and how easy it is to get. 
2. Before talking about how to group non-current assets, it's important to note that the idea that these assets can't be moved is a too simple way to explain a more difficult accounting idea. Non-current assets also include a lot of other things, like physical and intangible assets. This group also has a lot of different things. However intellectual property and logos are examples of things that can't be seen or touched. On the other hand, physical assets are things like land, buildings, and tools. There are also things like vehicles and tools that are needed for activities and can be moved (Dick & Missionier-Piera, 2019). When choosing if something should be considered a non-current asset, the most important thing to consider is how long the entity plans to use it. Usually, this is much longer than one year.
3. Giving financial information only to "current" shareholders and leaving other stakeholders in the dark is not only not a good idea, but it could also be misleading when it comes to being open about money (Radin et al., 2020). This is because sharing the information would go against the openness ideals. Companies are required by law to share financial information with all shareholders, no matter what part they play in the business. People who own stock in the company and people who already own shares in the company must follow this rule. Transparency in government is important for many reasons, but two of the main ones are that it helps people make smart choices and builds trust among investors. Also, the business needs to earn the trust of clients. If shareholders are limited in what they can see about the company's finances, fake information could get around and get the company in trouble with the law. Everyone involved, even people who might invest, needs to get the right financial information so that everyone can make smart business decisions.
4. A very important part of reporting financial information is including things like prepayments and accruals. These accounting rules make sure that the period used to record income and costs matches the period in which those amounts were earned or spent. The matching principle is a rule in financial management that lets them do this. Without prepayments and accruals, the statement of financial situation would not quite show how the organization's money is doing right now (Richard, 2021). When the business pays for something or someone ahead of time, it's called prepayment, and it changes the business’s possessions. Accruals, on the other hand, show bills that haven't been paid yet and change liabilities. "Accruals" are bills that have been owed but not paid off yet. Both of these ideas are very important for making sure that financial records are correct and full. Without both of these ideas, it is hard to give a full picture of a company's honest financial state.
5. There is a regulation in place to make sure that financial information is correct and reliable. This system keeps an eye on how financial accounts work. If the business wants clear and consistent financial reporting, it should be set by the rules that govern financial reporting. Some examples of these standards are the IFRS and the GAAP. Some of these are stopping fraud, keeping clients' trust, and making sure that companies can be compared fairly (Mo, 2022). A lack of regulatory control could lead to financial reporting that isn't consistent. Also, this would make people less accepting of the financial markets, which would make it harder to use money in the best way possible.
6. This is an important step that needs to be taken in the accounting process before any financial records can be made. Trial balance and ledger accounts need to be made uniform as part of this process. This is a key part of internal control because it makes sure that all deals are recorded properly and completely. The financial statements could have been mistaken if the trial balances and ledger accounts were not properly matched up (Carlon et al., 2019). Before giving out financial information to other people, it's a good idea to check the account balance first to see if any issues need to be fixed. 


[bookmark: _Toc153288160]Answer to the QUESTION 2
[image: ]Wales plc's income statement for the year ending December 31, 2022, shows how well the business is doing with money. Taking the sales of £900,000 and taking away the cost of sales, the company gets a big gross profit of £386,350.  By keeping an eye on director remuneration, distribution costs, and administrative expenses, the business made a profit of £181,350. Good cost management made it possible to make this profit (Shim & Siegel, 2020). After taking out the corporation tax and interest that were due, the company made £164,350 as their net profit. The organization's strong finances come from being able to handle money well and keep spending in check. 
The income statement stresses how important it is to follow strict financial rules. It tells a lot about the business's finances, especially about bills that haven't been paid yet and accruals. Once these problems are fixed, the financial records will be more correct and easier to understand.


[bookmark: _Toc153288161]Answer to the QUESTION 3
a. [bookmark: _Toc153288162]Ratio Calculation
1. ROCE:
ROCE = (Operating Profit/Capital Employed) *100
Capital Employed=TA−CL
ROCE2022= {805/ (9,736−2,511)} *100
                = 9.42%
ROCE2021= {699/ (10,087−3,046)} *100
               = 8.29%
2. ROE:
ROE= (Profit for the Year/ Shareholders′ Equity​) *100
ROE2022 = (431/ 3,088) *100
              = 13.97%
ROE2021= (366/ 2,912) *100
             = 12.55%
3. EPS:
EPS = (Profit for the Year – Dividends) /Weighted Average Number of Shares Outstanding
EPS2022= (431−255)/ 600
            = £0.293
EPS2021= (366−242)/ 600
            = £0.207
4. Net Profit Margin (NPM):
NPM= (Profit for the Year /Revenue) *100
NPM2022= (431/ 6,738) *100
                      = 6.39%
NPM2021= (366/ 6,441) *100
              = 5.68%
5. Asset Turnover (AT):
AT = (Revenue/ Average Total Assets)
AT2022= 6,738/ {(9,736+10,087)/ 2}
           = 0.69
AT2021= 6,441/ {(9,736+10,087)/2}
           = 0.67
6. Stock Holding Days (SHDs):
SHDs = (Average Stock/ Cost of Sales) *365
SHDs2022= [{(708+659)/ 2}/ 3,235] *365
               = 74.9
SHDs2021= [{(708+659)/ 2}3,096] *365
               = 79.1
7. Debtors Collection Period (DCP):
DCP = (Average Trade Receivables/ Revenue) *365
DCP2022= [{(1,249+1,287)/ 2}/ 6,738] *365
              = 69.5
DCP2021= [{(1,249+1,287)/ 2}/ 6,441] *365
              = 68.7
8. Current Ratio (CR):
CR = CA/ CL
CR2022 = 2,303/ 2,511 
               = 0.92
CR2021 = 2,355/ 3,046 
            = 0.77
9. Gearing Ratio (GR):
GR = {Long–Term Liabilities/ (Equity + Long−Term Liabilities)} *100 
GR2022= {4,137/ (3,088+4,137)} *100 
           = 57.29%
GR2021= {4,129/ (2,912+4,129)} *100 
           = 58.64%
10. Interest Cover:
Interest Cover= Operating Profit/ Interest Payable ​
Interest Cover2022= 805/ 226 ​
                              = 3.56
Interest Cover2021= 699/ 181 ​
                              = 3.87









b. [bookmark: _Toc153288163]Discussion on the Financial Performance and Position of Sweets plc.
ROCE
Over the one-year period from 2021 to 2022, Sweets plc witnessed a notable improvement in its Return on Capital Employed (ROCE), rising from 8.29% to 9.42%. This indicates that the company generated more profit relative to the capital invested during this timeframe. The observed increase in ROCE aligns with the corresponding rise in share prices over the same period. Such growth in financial performance signals effective and efficient use of capital, a positive indicator for the overall health of the organization. This financial vitality not only benefits the company internally but also captures the attention of potential investors. Investors, intrigued by the promise of a higher return on their investment, may find Sweets plc an appealing prospect, anticipating greater financial rewards in the future based on this upward trajectory (Amir & Kama, 2021).
ROE
ROE for Sweets plc in 2021 was 12.55 percent. The rate had gone up to 13.97% by 2022. In the coming year, things will get better. Since this means the owners of the company are getting more value, it could bring in investors looking for a good rate of return on their stock purchases. People who buy things like this might like this idea.
EPS
EPS will go up from £0.207 in 2021 to £0.293 in 2022. This means that each person will get a bigger share of the company's money. This is because EPS is likely to rise. Another sign that this trend is going in the right direction is that the company wants to grow even more. Investors should be happy when earnings per share keep going up. This means the company can make money and pay out more dividends (Purdiyani & Nurasik, 2022). This is done to show that the company has the money to pay out more payouts.
NPM
There was a big difference between 2021 and 2022 in Sweets plc's NPM. In 2021, it was only 5.68%. In a big way, this is a good thing. In other words, there has been a pretty big rise. From this, it can be seen that sales are bringing in money, which means that costs are being kept under control and price power is likely to be growing.
AT
Sweets plc's total asset turnover has been going up. It went from 0.67 in 2021 to 0.69 in 2022. The amount of this has gone up a lot. This means that the properties were used, which caused the money they brought in to go up. This change has been shown to have made the organization better at its job and better able to make money from the things it already has.
SHDs
The number of days people keep their stocks has gone down from 79.1 to 74.9. The drop in prices shows that product management is working more efficiently. By getting the most out of its stock, Sweets plc might have been able to reach two goals: it might have raised overall liquidity and dropped overall taking care costs. A plan was made to make sure there was enough stock.
DCP
It now takes 69.5 days to get money back from borrowers, which is a big jump from 68.7 days. This new trend makes it even more important to keep an eye on things to make sure that receivables are received on time. For the company to avoid problems, it needs to keep an eye on and handle its receivables well so that it doesn't have to wait too long to get paid.
CR
The current ratio for Sweets plc went up from 0.77 in 2021 to 0.92 in 2022. This is a good sign. It was 0.77 the year before, but now it's 1. The company is better able to meet its upcoming responsibilities by making better use of the things it already has. There is more cash on hand when the company has more financial obligations to meet. This means the company’s finances are stronger (Anthony et al., 2023). This shows that their money is steady.
GR
The gearing ratio has gone down a little, from 58.64% to 57.29%. Put another way, this means that less debt has been used. A big part of the company's money still comes from loans, no matter what. This means that the company needs to avoid getting into too much debt if it wants to keep its finances in order (Parrino et al., 2022).
Interest cover
Some people are worried that the organization won't be able to pay its interest bills with the money it makes from operations since interest cover dropped from 3.87 to 3.56. Sweets plc needs to look at its interest obligations and make sure it has enough money to meet its financial commitments before it goes ahead with the plan. For the process to move forward, this step is very important.

[bookmark: _Toc153288164]Conclusion
The study provides in-depth information on financial reporting and how well Wales and Sweets plc did. This makes things clearer about how important it is, to be honest and follow the rules set by authorities. Sweets plc does a great job of giving shareholders more money and keeping costs low, as shown by the company's finances. The company also needs to pay the interest and keep an eye on its assets and bills, among other things. Anyone with a stake in a business who wants to learn more about financial performance and position and the rules that guide them should look into this study.
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