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[bookmark: _Toc49351940]Introduction 
Accounting not only plays an important role which helps companies run and track their income and expenditure but also allows them to ensure statutory compliance, acquire investors, or corporate governance along with quantitative financial information. It leads companies to make important business decisions, likewise, in this assessment; it could help in gaining knowledge about fund operations and profitable investments. 
[bookmark: _Toc49351941]Question 1: Wales Plc’s income statements 
Within this section, the assessment has focused on providing income statement along with the balance sheet for the year 2019 period, in which the accountancy procedure has been prepared to keep compliance with the 2006 companies Act

	Income statement
In the books of Wales plc
As of 31st December 2019

	To cost of sales
	16220
	By sales
	30300

	To depreciation on plant
	2560
	
	

	To gross profit
	11520
	
	

	Total
	30300
	Total
	30300

	To distribution expenses
	2160
	By gross profit
	11520

	To administration expenses
	2920
	
	

	To  Depreciation on Buildings
	320
	
	

	Add: Outstanding insurance fees
	500
	
	

	To Bad debt
	240
	
	

	To Provision for bad debt
	164.8
	
	

	To debenture interest
	240
	
	

	To dividend paid
	560
	
	

	To income tax paid
	1600
	
	

	To net profit
	2815.2
	
	

	Total
	11520
	Total
	11520



Table 1: Income statement 
(Source: Created by researcher)
As per the above-presented table, it can be seen that the company has been able to obtain about £ 11520000 within the year 2019, in terms of the accounting period while the income statement has also allowed estimating the company's total sales, which is about £ 30300.
Key workings of other calculations
[Refer to appendix 1]
The balance sheet of the company

	Balance sheet
In the books of Wales plc 
For the Financial year 31th December 2019

	Share capital
	29000
	Land
	
	15000

	Share Premium
	5000
	Buildings
	16000
	

	Retained Profits
	8380
	Less: Accumulated Depreciation
	4260
	

	Add: net profit
	2815.2
	Less: Depreciation
	320
	11420

	12% debentures
	4000
	Plant
	25600
	

	Outstanding insurance fees
	500
	Less: Accumulated Depreciation
	4960
	

	Income tax
	1600
	Less: Depreciation
	2560
	18080

	
	
	Closing stock
	
	3120

	Trade payables
	4480
	Trade Receivables
	8240
	

	
	
	Less: Provision for bad Debt
	164.8
	

	
	
	Less: bad debt
	240
	7835.2

	
	
	Bank
	
	320

	
	55775.2
	
	
	55775.2



Table 2: Balance sheet
(Source: Created by researcher)
Similarly, as per the above-prepared balance sheet, it can be observed that the company's total assets and liabilities have been estimated, which is about £ 55775.2 during the accounting period of 2019. Moreover, it also can be seen that the company Wales Plc revaluation surplus has not been adjusted, as it has been already stated that there are no particular changes have been taken place in building at the time of the revaluation.
[bookmark: _Toc49351942]Question 2: Jerry Plc financial calculation 
Under this section, the following ratio estimation has been done for the company Jerry Plc, in which certain evaluations have been made to highlight the company's financial performances. It has been established that the company is a supplier, which provides household products to retailers and supermarkets across regions of Europe and the UK. However, as per the scenario it has been established that the company is overseeing opportunities to expand its operations within the American market, where the company has undertaken marketing activities. Although, as per the marketing strategies which have been laid out the company still requires considering its financial positions, so it can help the company to know whether it is in favor of the current position or not.  
a) Estimation of the financial ratios 
	 Ratios
	2019
	2018

	ROCE
	0.168764
	0.180193

	EBIT
	22.8
	26.2

	Total Assets
	286.1
	293.8

	Total Current liabilities
	151
	148.4

	Return on Equity
	0.138412
	0.227895

	Net Income
	12.9
	18.3

	Equity
	93.2
	80.3

	EPS
	0.724719
	1.02809

	Net Income
	12.9
	18.3

	Number of Shares
	17.8
	17.8

	Gross profit margin
	0.382605
	0.383936

	Gross profit
	191.8
	186.9

	Revenue
	501.3
	486.8

	Asset Turnover
	1.752185
	1.656909

	Revenue
	501.3
	486.8

	Assets
	286.1
	293.8

	Stock holding period
	45.75767
	50.02167

	Inventory
	38.8
	41.1

	Cost of sales
	309.5
	299.9

	Debtors collection period
	61.23379
	56.83443

	Trade payables
	84.1
	75.8

	Revenue
	501.3
	486.8

	Current ratio
	1.894702
	1.979784

	Current assets
	286.1
	293.8

	Current liabilities
	151
	148.4

	Gearing ratio
	2.069742
	2.65878

	Total Debt
	192.9
	213.5

	Total Equity
	93.2
	80.3

	Interest Cover
	2.30303
	3.316456

	EBIT
	22.8
	26.2

	Tax expense
	9.9
	7.9


Table 3: Estimated financial ratios
(Source: Created by researcher)
b) Ratios evaluation and discussion 
According to the financial performances of the company Jerry Plc, in which two periods have been undertaken, such 2018 and 2019, thus, it can be stated that 2019 trend analysis on the performance has become easier for the company.
ROCE (Return on capital employed) and Return on Equity (ROE)
As per the ROCE, which allows against the company intends to report its returns based on the sum of its capital being employed, to support the operations. Similarly, as per this case scenario, it has been observed that the company has employed capital, which is very different for both its total assets and total current liabilities (Ong, 2019, p. 20). Following, from the year 2018 to 2019, the company's ROCE has declined by 0.18 to 0.16, which means the company currently is not reporting the desired returns upon its employed capital. Moreover, as per the current financial ratio evaluation, it has been identified that the company has low total assets while its current liabilities are increasing because the capital is being employed to expand the business but its present EBIT has remained still low.
On the contrary, the company's equity level has increased while the company's net income has decreased because in 2018 it was £18.3m but in 2019 it has been estimated to be £12.9m. Therefore, it can be stated that within one year the company has reported lower returns despite the rise of equity levels.


Figure 1: Jerry Plc ROCE and ROE for 2018 and 2019
(Source: Created by Researcher)
Gross profit margin, asset turnover, and Current ratio
It has been already observed that the profitability of the company has been impacted with the intention for growth expansion, whereas the profit margin of the company has remained the same from 2018 to 2019, which is 0.38 and attributed by increasing the profit base for overall revenue. Likewise, it also has been estimated that the assets turnover of the company also has increased, whereas in 2019 it was about 1.65 while in the year 2019 it is about 1.75. Therefore, it can be concluded that the company Jerry Plc has effectively utilized its assets and contributed to its profit base, to enhance the support for business growing purpose. Moreover, it is a very significant parameter for investors, in case they have the intention to gain knowledge about the working dimension, in terms of how the company utilized its assets base for investment opportunities (Ong, 2019, p. 20). Furthermore, the company is in a suitable position, in terms of using its assets while the company's current ratio has declined by 1.97 which is estimated in 2019 as it was 1.89 in the year 2018. Following the fall of the current ratio in assets and a rise in current liabilities is prominent, which led to determining that the company is utilizing its assets as the fund resource to meet the investment and debt obligations while its liquidity base is destabilized.

Figure 2: Estimation of profit ratio, asset turnover ratio, and a current ratio
(Source: Created by Researcher)
Collection of debts and stock holding 
Within a financial report, the debtors' collection period is considered important, as it indicates how long a company takes to acquire its payment from debtors and customers who have been issued invoices (Weir, 2018, p. 18). Therefore, it can be stated that the long period of debtors’ collection is not suitable for any company's financial performance, as it means the company is deterred in cash to support its investment activities and seeking to take up profitable expenses. Similarly, it can be seen that the company's investment activities have increased from 56 days to 61 days in 2019. Thus, in this case, the business has less cash to support its investment activities then it certainly has to borrow loans, which will increase liabilities.
The stock holding period is the estimation of the period, in which it is seen how long a product is held before introduced in the market and sold (Bebbington and Unerman, 2020, p. 37). Therefore, it can be stated that in this case, the company has held it for a long period the product was experiencing less demand and the company was unable to sell. As per the Jerry Plc scenario, it indicated that the company has experienced less stock holding period because the period was decreased by 50 to 45 days, which leads it to have better sales and better prospects of manufacturing. Moreover, it also has highlighted the properly managed supply chain along with better contacts with retailers.

Figure 3: Graph of profit ratio, asset turnover ratio, and a current ratio
(Source: Created by Researcher)
Interest cover and gearing ratio 
Finally, it has been estimated that the company has experienced a declining interest cover ratio, in which it also can be observed that the company's ability has lowered down to meet its current payments through its current earnings (Brewer and Wren‐Lewis, 2016, p. 289). As per the gearing ratio of the company, it has been observed that it also has been decreased, in terms of controlled financial leverage while not being susceptible to the economic downturns.
[bookmark: _Toc49351943]Question 3: Financial activities and resources
a) Three users 
1. Investors: It has been observed that within the company investors are mostly concerned regarding risks and returns on their investment, as they provide companies with managing investment rounds. This is the reason investors take such great interest in companies' financial activities, which also involve companies' current line of production and managing income and expenses. It also allows them to take note of a company's ability to pay its dividends and overall financial performances (Pijper, 2016, p. 20).
2. Lenders: On the other hand, similar to investors, lenders also take great interest in companies' financial information and activities, to gauge if the company will pay the interest at the right time. Moreover, a company's financial performance allows lenders to decide regarding the loan amounts while creditors only seek financial information to provide short term debts and judge if the company can pay or not.
3. Employees: Likewise employees also take interest in companies financial performance, to get an idea of employment prospects, it helps them to know how long a company could stay afloat in the market, what benefits they will receive after joining, and pension funding.
b) Regime report
	Particulars 
	Advantages
	Disadvantages

	Users
	· As per IFRS rules, it is useful for investors and lenders because they must know a company's credibility before providing investments (Goodridge et al. 2018, p. 581)
· It also allows them to know about financial consistency
	· In case a company is utilizing reformed financial structure under IFRS, then it can be complex for users to gauge basic information 
· External users tend to receive more advantages, in comparison to internal users, which enforces the company to lower its prices and affect productivity

	Preparer 
	· Prepares to receive advantages by getting a proper layout and rules to apply for financial information
· Has various opportunities to gather resources after complying with rules
· Able to measure fair value, market price, and revenue from any particular stock technique 
	· They face difficulties within small companies to adhere to financial rules
· Investors could become reluctant in case small companies unable to apply all rules


Table 4: Advantages and disadvantages
(Source: Goodridge et al. 2018, p. 581)
c) Limitations
· It has been observed that companies tend to depend on past financial costs, which may lead misinterpret market current value that impacts assets and liabilities costs and extension
· Similarly, companies also tend to exclude non-financial issues that impact the operations
· No further changes could be made once the official financial statement has been prepared due to inflation level fluctuation (Almamy et al. 2016, p. 278)
· Sometimes companies undertake unethical practices by manipulating financial outcomes and information in the statement to please the stakeholders
[bookmark: _Toc49351944]Conclusion
Within this assessment, accurate income statements have been created for companies, in which their financial stability has been discussed and explored other limitations and benefits of financial reporting. Following, the assessment also demonstrated the estimation of ratios that are heavily impacting investment activities and financial positions. Moreover, the accountancy assessment also has allowed determining the importance of financial regulations for both its users and preparer.
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[bookmark: _Toc49351946]Appendix 1: Key workings
Depreciation
· Buildings 2% per year on cost
= 0.02*16000 = 3200
· Plant 10% per year on cost
= 0.1*25600 = 2560
· allowance for receivables of 2%
Provision for bad Debt = 0.02*8240 = 164.8










Stock holding period	2019	2018	45.757673667205154	50.021673891297098	Debtors collection period	2019	2018	61.233792140434879	56.834428923582571	


ROCE	2019	2018	0.16876387860843819	0.1801925722145804	Return on Equity	2019	2018	0.13841201716738202	0.22789539227895395	


Gross profit margin	2019	2018	0.38260522641133049	0.38393590797041915	Asset Turnover	2019	2018	1.7521845508563441	1.6569094622191964	Current ratio	2019	2018	1.894701986754967	1.9797843665768196	
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