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1. The balance at the end of the accounting period and the amount of cash that entered and exited the company can be seen in the statement of financial statement.
The statement of financial position, also known as the balance sheet, gives more of an overview of a company's financial status at a certain moment in time than it does a detailed analysis of cash flows across time. It displays a company's equity, liabilities, and assets as of a certain date.
In summary, the statement of financial position (balance sheet) gives details on the equity, liabilities, and assets of a company as of a given date, whereas the statement of cash flows shows how money has moved during a given time.
2. Things that are not in use are known as non-current assets. Non-current assets, sometimes referred to as fixed assets or long-term assets, are property held by an organization that isn't scheduled to be devalued or consumed in less than a year. That said, it's not always truthful to say that they "cannot be moved".
In summary, non-current assets are valuable assets that belong to a business and will likely provide benefits for longer than a year. These assets can be both intangible and tangible, and some may even be mobile devices.
3. Managers should only supply financial information to the “current” shareholders of companies.
The statement's viewpoint on the disclosure of financial information seems to be restrictive. Companies are generally compelled to disclose financial information to all shareholders, not just the "current" ones, under most countries and corporate governance principles. Prospective and existing shareholders generally have a right to obtain pertinent financial data about the business.
Above are a few reasons why financial information is typically shared with all shareholders:
· Transparency and Accountability- Encouraging openness and upholding responsibility are two benefits of providing financial information to all shareholders.
· Equal Treatment- ensuring equal treatment for all shareholders is an essential element of corporate governance. Treating existing shareholders better than prospective ones could be viewed as unfair and give rise to moral and legal issues.
· Decision-Making- Potential and existing shareholders use financial data to make informed choices regarding investments. Restricting access to information to present shareholders may make it more difficult for prospective investors to evaluate the financial stability of the business.
· Regulatory Requirements- A lot of stock exchanges and regulatory agencies demand that businesses maintain regular financial disclosures and make sure the public and all shareholders may access them.
4. Prepayments and accruals do not need to be included on the statement of financial status. Since they're considered significant elements of a company's financial situation, accruals and payments are usually included on the statement of financial position (balance sheet).
· Prepayments- are payments made in advance for future supply of products or services to a business. While the business has already paid for them but hasn't yet used up the associated advantage, they qualify as assets. On the balance sheet, payments are usually reported under current assets.
· Accruals – accruals are costs incurred but not yet paid. On the balance sheet, accruals are also normally shown, usually under current liabilities.
Prepayments and accruals are both crucial for giving a true picture of the financial status of a business. Having them on the balance sheet gives stakeholders a more complete picture of the company's financial situation by assisting them in understanding the timing of cash flows and commitments.
5. No need for regulation over financial accounts.
Although the claim that "no need for regulation over financial accounts" is debatable, financial rules are generally thought to be important for a number of reasons:
· Investor Protection-Financial regulations are intended to safeguard stakeholders and investors by guaranteeing the integrity, dependability, and transparency of financial data. This discourages fraud and contributes to the development of confidence in the financial markets.
· Market Stability- Financial markets' integrity and stability are enhanced by regulations. They provide norms and regulations that encourage honest competition, lessen the possibility of market manipulation, and discourage unethical behavior.
· Financial Reporting Standards-Standardised reporting guidelines and accounting concepts are frequently required by regulations. As a result of the standardization of financial reporting, investors and analysts may more easily compare the performance of various organizations.
· Public Confidence- The public's trust in the financial system is sustained in part by financial rules. Financial markets are more likely to be used by people and institutions when there is a clear and enforceable regulatory framework.
· Preventing Fraud and Mismanagement- Misconduct, financial fraud, and poor management are all prevented by regulations. They deter fraud by setting standards for moral behavior and enforcing sanctions for noncompliance.
· Systemic Risk Mitigation-Financial rules are designed to reduce systemic risks that may have wider economic ramifications. Regulators may put policies in place to keep an eye on and handle issues that might put in danger the stability of the financial system.
Although regulations have significant importance, their impact varies, and there is continuous discussion over the suitable degree and type of regulation in various situations. Regulatory authorities constantly must manage the difficult task of finding the ideal balance between encouraging innovation and guaranteeing responsibility.
6. The assertion is true, yes. Prior to the finalization of financial statements, balancing ledger (T) accounts and creating a trial balance are crucial processes in the accounting process. This is the reason why:
· Accuracy Check- Making sure that each account's total debits and total credits are equal is known as "balancing ledger accounts." This stage aids in locating inconsistencies or mistakes in transaction records. An unbalanced account is an indication that the accounting records might include errors.
· Trial Balance- Creating a trial balance is the next step after balancing each individual ledger account. A trial balance is an overview of all ledger account balances that displays the total amount of credits and debits. It aids in confirming the general precision of the recording procedure.
· Detection of Errors- Creating a trial balance is the next step after balancing each individual ledger account. A trial balance is an overview of all ledger account balances that displays the total amount of credits and debits. It aids in confirming the general precision of the recording procedure.
· Financial Reporting Compliance- Companies must compile financial statements in compliance with specified reporting rules under several rules and accounting standards. Adherence to these criteria requires making sure that the trial balance is accurate and the ledger accounts balance.
In conclusion, creating a trial balance and balancing ledger accounts are crucial phases in the accounting process. They support accuracy maintenance, error detection, and the provision of a solid basis for financial statement production.
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The following balances relate to Wales plc for the year ended 31st December 2022:
	Sales (revenue) 
	900,000£

	Equipment at cost 
	650,000£

	Equipment accumulated depreciation 
	130,000£

	4% Debentures
	100,000£

	Cost of sales 
	578,650£

	Administrative expenses 
	160,000£

	Interest paid 
	2,000£

	Directors’ remuneration 
	5,000£

	Distribution cost 
	28,000£



To be prepare an income statement for Wales PLC for the year ended 31st December 2022, should be include the relevant information provided. Above is explanation step by step:
1. Sales Revenue- £900,000
2. Deduct the Cost of Sales, which includes the depreciation on equipment:
3. Cost of sales−Depreciation on Equipment=Cost of sales−Depreciation on Equipment=£578,650−(Equipment at Cost Depreciation Rate) =£578,650− (Equipment at Cost × Depreciation Rate)
Given that the equipment is depreciated using the straight-line method (10% annually) and the useful life is 10 years:
· Depreciation on Equipment= Equipment at Cost × Depreciation Rate
                                                                    100
· Depreciation on Equipment= 650,000× 10 =65,000£
                                                               100

· Cost of Sales=£578,650−£65,000=£513,650                                                 
· Additional operating expense:
Operating Expenses=Administrative Expenses + Distribution Costs+ Directors’ Remuneration
· Operating Expenses=£160,000+£28,000+£5,000=£193,000
· Deduct the interest paid:
Operating Income (EBIT)=Sales−Cost of Sales−Operating Expenses
Operating Income (EBIT)=£900,000−£513,650−£193,000=£193,350
Profit Before Tax (PBT)=Operating Income (EBIT)−Interest Paid
Profit Before Tax (PBT)=£193,350−£2,000=£191,350
· Deduct the estimated Corporation Tax:
Net Profit=Profit Before Tax (PBT)−Estimated Corporation Tax
Net Profit=£191,350−£15,000=£176,350
· Deduct the Commission Expense (which will be paid in January 2023)
Net Profit After Commission Expense=Net Profit−Commission Expense
Net Profit After Commission Expense=£176,350−£2,000=£174,350
· The income statement for Wales plc for the year ended 31st December 2022 is as follows:
	            Income Statement:
	

	Sales (revenue) 
	900,000£

	Equipment at cost 
	650,000£

	Operating Expenses
	190,000£

	Profit Before Tax (PBT)
	191,350£

	Estimated Corporation Tax
	15,000£

	Net Profit
	176,350£

	Commission Expense
	2,000£

	Net Profit After Commission Expense
	174,350£



Above income statement presents a brief of the company's financial performance for the year 2022. 
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Part A 
1. Return on Capital Employed (ROCE):
· ROCE= Capital Employed x 100
            Operating Profit
​
· Capital Employed=Equity+Non-Current Liabilities
· ROCE=         Operating Profit                x 100             
                 Equity+Non-Current Liabilities
ROCE for 2022 =           805        x    100 =    805   x 100= 111.418 x 100 
			     (3,088+4,137)                  7,225
      ROCE for 2022 =11,141.8 £
  ROCE for 2021 =          699        x    100 =    699   x 100= 99.27 x 100=9,927£
			  (2,912+4,129)                  7,041
2. Return on Equity (ROE)
ROE=Net Profit x100
            Equity
ROE for 2022= 431 x100 = 139.57 x 100 = 13,957£ 
                          3,088
ROE for 2021=   366   x100 = 125.68 x 100 = 12,568 £ 
                          2,912
3. Earnings per share (EPS)
EPS=           Profit for the Year            
         Weighted Average Number of Shares
Weighted Average Number of Shares= Total Dividends Paid  
                                                             Average Number of Shares
EPS for 2022 =     431   =     431 = 8.65
                        255/5.12      49.80
EPS for 2021 =     366   =    366 = 6.04 
                         242/4.00      60.5
4. Net Profit Margin (NPM)
NPM = Net Profit x 100
             Revenue
NPM for 2022=  431 x 100 = 63.96 x 100 = 6,396 
                           6,738
NPM for 2021=  366 x 100 = 56.82  x 100 = 5,823
                           6,441
5. Asset turnover 
Asset turnover =  Revenue  
                          Total Assets 
Asset turnover for 2022 =  6,738  =  0.692  
                                            9,736
                          
Asset turnover for 2021 =  6,441  =  0.638 
                                          10,087
6. Stock Holding Days (SHD)
SHD = Average Stock  x 365 
             Cost of Sales 
Average stock= Opening stock +Closing stock 
                                            2
Stock Holding Days for 2021 = ((655+583)/2 )+ 365 = (1,268/2 )+365 = 634+365 
                                                       3,096                           3,096                   3,096
=999/3,096 = 0.322
 Stock Holding Days for 2022 =(( 659+708)/2) + 365 = (1,367/2) +365 = 
                                                              3,235                        3,235            
    
=683.5+365 =1,048 = 0.324
      3,235        3,235
7. Debtors Collection Period 
Debtors Collection Period = Average Trade Receivables x 365 
                                                           Revenue 
Average Trade Receivables= Opening Trade Receivables + Closing Trade Receivables  
                                                                                     2
Debtors Collection Period for 2021 = ((1,655+1,928)/ 2) x 365 =(3,583/2)x365=
                                                                             6,441                           6,441
=1,791x365 = 653,715 = 101.49 
    6,441              6,441
Debtors Collection Period for 2022 = ((1,287+1,249)/ 2) x 365 =(2,536/2)x365=
                                                                             6,738                          6,738
=1,268x365 = 462.820 = 68.68  
    6,738             6,738
8. Current Ratio 
Current Ratio = Current Assets 
                          Current Liabilities 
Current Ratio for 2022 = 2,303 = 0.917 
                                         2,511
Current Ratio for 2021 = 2,355= 0.93 
                                         3,046
9. Gearing Ratio 
Gearing Ratio= Loans and Borrowings x 100
                          Equity +Loans and Borrowings
Gearing Ratio for 2022 = 4,137 x 100 = 4,137 x 100 = 0.57 x 100 =57.25 
                                      3,088+4,137      7,225
Gearing Ratio for 2021 = 4,129x 100 = 4,129x 100 = 0.586 x 100 =58.64
                                      2,912+4,129     7,041

10. Interest Cover 
Interest Cover = Operating Profit 
                           Interest Payable 
Interest Cover for 2022 = 805 = 3,56 
                                         226
Interest Cover for 2021 = 699 = 3,86 
                                         181
Part B 
Financial Performance Analysis:
 1. Profitability
· Revenue Growth- The revenue of Sweets PLC increased from £6,441 million in 2021 to £6,738 million in 2022. Positive sales performance is indicated by this.
· Gross Profit Margin- The gross profit margin improved, reaching £3,503 million in 2022 compared to £3,345 million in 2021. This suggests better control over production costs and increased profitability.
· Operating Profit- From £699 million in 2021 to £805 million in 2022, operating profit grew. This suggests more effective spending management.
· Interest Coverage- The amount of interest outstanding jumped from £181 million to £226 million. It is imperative to evaluate if the rise in interest payable is reasonable and doesn't negatively impact the financial standing of the organization.
· Profit Before Tax- From £539 million in 2021 to £620 million in 2022, profit before taxes increased. This suggests increased profitability in general.
· Profitability Ratios- Compute important profitability ratios, such as return on equity, net profit margin, and return on assets, to assess a company's profitability regarding industry standards.
    2. Liquidity and Asset Management
· Current Ratio- To be that Sweets PLC has enough short-term assets to meet its liabilities, look at the current ratio (current assets/current liabilities).
· Inventory Management- Liquidity may be impacted by the inventory growth. To assess how well stocks are managed, look at inventory turnover ratios.
3.Capital Structure and Solvency
· Debt Levels-The non-current liabilities include loans and borrowings. Calculate the debt-to-equity ratio to understand the company's leverage and financial risk.
· Interest-Bearing Debt- Determine the proportion of interest-bearing debt by analyzing the non-current responsibilities.
4. Asset Quality
· Intangible Assets- The decrease in intangible assets might require explanation. Determine if this is a result of impairment or repayment.
· Property, Plant, and Equipment- Assess the condition and age of assets to ensure they are not depreciating rapidly.
5. Overall Assessment
· Sweets plc is showing positive signs of development and increased profitability. Still, there are other areas that need more investigation, like more interest due and lower investment income.
· The capital structure, asset quality, and liquidity situation of the company all appear to be in generally good shape.
· Sweets PLC should concentrate on explaining any significant changes, especially in interest-related expenses and investment income, to give stakeholders a clearer understanding of the company's financial health. It is imperative to benchmark these ratios against industry standards to provide a more thorough evaluation.
6. Recommendations
• Carry out a thorough investigation into the causes of the rise in interest payable and the fall in investment income.
• Pay attention and adjust inventory levels to guarantee ideal liquidity.
• Constantly assess the effectiveness of cost control and look for ways to further enhance operations.
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