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[bookmark: _Toc153882256]Question 1: Comment on each of the statements

1. 1 The statement of financial position shows how much cash has come into and left the business during the accounting period and the resulting balance at the end of the period : Concerning the assessment of the above statement, it can be ascertained that it’s not true and is ineffective as the interpretation of the statement of financial position within the research tends to indicate the main constituents of the corporation in terms of depicting the liabilities as well on significant levels. Additionally, the balance sheet mainly helps in the interpretation of the strategic assets and liabilities of the firm on significant levels (Selyutin, 2023).
[bookmark: _Toc153882257]1.2. Non-current assets are things that cannot be moved: Interpretation of the above statement, it can be established that it is generally false as non-current assets within the business structure consist of movable items such as machinery, vehicles, and many more that can significantly move being intangible assets. On the other hand, the immovable items in the non-current assets in the business structure include aspects such as buildings, infrastructure, and many more. Hence, it can be stated that the non-current assets within the business structure include movable as well as immovable assets items within the business structure. Can be established that non-current assets within the business structure include both removable and unmovable objects within the business verticals (Kunene, 2023).
[bookmark: _Toc153882258]1.3. Managers should only supply financial information to the “current” shareholders of companies: Interpreting the main role of the managers, it can be ascertained that the main role of the manager includes the sole responsibility to provide financial information to the current stakeholders as well as to the potential investors and to the public if it tends to access external fixing methods within the business structure. It is established that managers are also provided with the opportunity to develop corporate responsibility on significant levels (Atrill & McLaney, 2018). Therefore, it can be concluded that management ought to furnish all members with financial information.
[bookmark: _Toc153882259]1.4. No need to include prepayments and accruals on the statement of financial position: Prepayments and accruals are crucial and should be indicated within the final information as it helps to recognize the main expenses that are mainly paid in advance or are due from a recurring period. This helps in a faithful representation of the financial accounts within the financial books on significant levels. Additionally, it also helps in developing as well as in interpreting the main difference in the cash balance in an effective manner within the business economy. Since prepayments and accruals must be reflected in the corporate structure, it can be concluded that this statement is untrue and ineffective. 
[bookmark: _Toc153882260]1.5. No need for regulation over financial accounts:
Since the process of creating the corporation's final account must be developed with proper implementation of the financial regulations and procedures that tend to help in the development of accurate and true financial statements on significant levels, the analysis of testament is typically untrue. Furthermore, it is ascertained that it also helps investors, public individuals, and stakeholders to know the proper authentic business performance over the period in a strategic process and on significant levels. Additionally, not implementing as well as maintaining proper financial regulations such as GAAP and the IFRS mainly results in ineffective interpretation and preparation of the final account on significant levels within the business economy.
[bookmark: _Toc153882261]1.6. It is important to balance ledger (T) accounts and trial balance before preparing financial statements:   
The statement has been analysed with the highest level of accuracy and efficiency. Any discrepancies or disagreements between the balance ledger and the trail ledger would lead to the creation of final financial statements that are significantly ineffective. Furthermore, it may be determined that the growth and development of the ledger balance will aid in the management or mitigation of the suspense account setting within the business firm. Consequently, it can be concluded that appropriate ledger management and ledger balance matching are essential to developing and identifying the primary financial values inside the business process on a meaningful level. On the other hand, the creation of the suspense account tends to result in effective interpretation as well as in handles of the final books of count on significant levels within the business framework.





[bookmark: _Toc153882262]Question 2: Prepare an income statement for the year ended 31st December 2022 for Wales plc.

	Particulars
	
	

	Sales
	900000
	

	Add: Goods sent to customer for sales
	1000
	901000

	Less: cost of goods sold
	
	578,650

	Less: Depreciation amount of the Equipment (10% of COGS through
straight-line method)
	
	57,865

	
	
	264,485

	Less: Direct Expenses
	
	

	Administrative expenses
	160,000
	

	Add: Sales Commission
	2000
	162,000

	Directors Remuneration
	
	5000

	Operating Profit
	
	97,485

	Less: Indirect Expenses
	
	

	Interest Paid
	
	2000

	Distribution Costs
	
	28000

	Earnings before taxation
	
	67,485

	Less: Payment of Corporation Tax
	
	15000

	Net profit for the year
	
	52,485

	
	
	


                                                                                                                                     TABLE 1
One of the most important uses of income statement is that of comparing the results obtained whit the results expected (Sangster, Wood, & Black, 2017).The analysis of the income statement is the northmost central aspect within the business research that helps in the development as well as in the analysis of the different direct income and expense in relation to the assessment of the indirect income and expense within the business economy. Reconsideration of the income statement also effectively helps in the assessment of the main difference in the financial values present within the organization network on significant levels (Garvey, Ventura-Marco, & Vidal-Meliá, 2020).Further, the income statement analysis tends to be an integral portion of developing the net financials on significant levels within the business framework. Furthermore, it is proven that a significant portion of business research involves the construction and examination of the income statement. Often the financial statement helps to analyse developing financial frauds on significant levels (Atrill & McLaney, 2018) .Analysing the income statement after that adjustment of the cost of goods sent to the customer for sales of £ 1000, the net adjusted sales for the corporation is developed at £ 901,000, while the net cost of goods sold is certainly developed to the levels of £ 5.78,650, On the other hand, ascertaining as well as developing the depreciation amount of the equipment, it is ascertained that it is developed at the levels of £ 57,865. Moreover, in relation to the segment of the net total expenses, the value is established at a total of £ 1,62,000. On the other hand, concerning the development of the expense of customer remuneration, it can be established that it is critically developed at the level of £ 5,000. Additionally, after the adjustment of the direct expenses from the revenue, it is ascertained that the net operating profit is developed at £ 97,485. However, the entire net profitability before taxes is calculated to be £ 67,485. Considering the modification and evaluation of the £15,000 in net taxation, it is possible to ascertain that the year's overall net profitability is calculated to be £52,485.
[bookmark: _Hlk153870777][bookmark: _Toc153882263]Question 3.a Calculation of the financial ratio and interpreting the overall performance on significant scales.
[bookmark: _Toc153882264]3.a.1: ROCE
Return on capital employed (ROCE) is a good baseline measure of a company's performance (Maverick J. , 2023).  A financial measure called return on capital employed (ROCCE) indicates how well a business is using its capital to generate profits. Businesses use a variety of financial resources to establish and expand their operations.
Formula: (EBIT/Capital Employed) x100
	
	2022
	2021

	EBIT
	620
	539

	Capital Employed (Total Assets - Current Liability)
	7,225
	7,041

	Return on Capital Employed (ROCE)
	0.086
	0.077


                                                                                                                                     TABLE 2
Hence, it can be analysed that ROCE has significantly increased from 0.077 in 2021 to 0.086 in 2022, indicating a higher profitability on significant levels.

[bookmark: _Toc153882265]3.a.2: ROE
The financial performance metric known as return on equity (ROE) is computed by dividing net income by shareholders' equity. ROE is referred to as the return on net assets since shareholders' equity is calculated by subtracting debt from a company's assets. . (Fernando, 2023).
Formula: Net Income/Total Equity
	
	2022
	2021

	Net Income
	431
	366

	Total Equity
	3,088
	2,912

	Return on Equity (ROE)
	0.14
	0.13


                                                                                                                                     TABLE 3
Indicating the net return on the utilization of the assets, it is critically developed to indicate the potential of developing revenue using assets. ROE has no significant impact on the corporate stock price (Saputra, 2022). Therefore, the ROE has also increased to 0.14 in 2022 from 0.13 in 2021, indicating direct profitability.
[bookmark: _Toc153882266]3.a.3:  Earning per Share (EPS)
The profit of a business is divided by the number of outstanding shares of its common stock to get at earnings per share, or EPS. The resulting figure is used to determine how profitable a company is. Companies frequently report EPS that has been adjusted for unusual expenses and possible share dilution. (Fernando, 2023).
Formula: Earnings/Total Shares Outstanding
	
	2022
	2021

	Earnings (Net Income)
	431
	366

	Total Shares Outstanding
	300
	300

	Earnings per share
	1.44
	1.22


                                                                                                                                     TABLE 4
The consideration of the EPS indicates the net profitability gained by the investor from retaining a single share within the organization (Fathihani, 2020) .In addition, it can be analysed that the net EPS of the entity has also increased from 1.22 in 2021 to 1.44 in 2022.
[bookmark: _Toc153882267]3.a.4: Net Profit Margin
The amount of net income or profit generated as a percentage of revenue is expressed as the net profit margin, or simply net margin. It is the proportion of a company's or business segment's net profits to revenues (Murphy, 2023).
Formula: Net Income/Sales
	
	2022
	2021

	Net Income
	431
	366

	Sales
	6,738
	6,441

	Net Profit Margin
	0.064
	0.057


                                                                                                                                     TABLE 5
The net income is the indication of the profit margin applied by the entity on the products and services as indicated by the entity (Susanto et al. 2021, pp. 1010). It is determined that the Net profit margin has improved from 0.057 in 2021 to 0.064 in 2022 as a result of taking this into account.
[bookmark: _Toc153882268]3.a.5: Asset Turnover Ratio
The asset turnover ratio measures the value of a company's sales or revenues relative to the value of its assets (Hayes, 2023).
Formula: Net Sales/Total Assets
	
	2022
	2021

	Net Sales
	6,738
	6,441

	Total Assets
	9,736
	10,087

	Asset Turnover Ratio
	0.692
	0.639


                                                                                                                                     TABLE 6
The interpretation of the asset turnover has a significant impact on the stock prices indicating the potential to generate sales from utilizing the assets (Kurniawan 2021, p. 67). Hence, it can be stated that the ratio has also increased from 0.639 in 2021 to 0.692 in 2022, inducing a positive approach to generating revenues.
[bookmark: _Toc153882269]3.a.6: Stock Holding Days
The stock holding day interprets the number of times the invert of the corporation and changes in the organization. 
Formula: 365 x (Average inventory / COGS)
	
	2022
	2021

	Average Inventory
	708
	683.5

	Cost of Goods Sold (COGS)
	3,235
	3,096

	Stock Holding Days
	79.88
	80.58


                                                                                                                                     TABLE 7
It is proven to have benefited the company by dropping from 81 days to 79.88 days.
[bookmark: _Toc153882270][bookmark: _Hlk153832230]3.a.7: Debtors Collection period
A debtor collection period is the amount of time it takes to collect all trade debts (KENTON, 2023). A company will appear more efficient the shorter the time it takes to recover these debts. An extended duration suggests troublesome trade debtors or reduced overall effectiveness.
Formula: (Account Receivable/Sales) x 365
	
	2022
	2021

	Account Receivables
	1,249
	1,287

	Sales
	6,738
	6,441

	Account Receivable Days (Debtor Collection Period)
	67.66
	72.93


                                                                                                                                     TABLE 8
Hence, it can be ascertained that the business requires a smaller number of days amounting to 68 days in 2022 from73 days in 2021.
[bookmark: _Toc153882271]3.a.8: Current Ratio
The current ratio is a liquidity ratio that measures a company’s ability to pay short-term obligations or those due within one year (Jason Fernando, 2023).
Formula: Current Assets/Current Liabilities
	
	2022
	2021

	Current Assets
	2,303
	2,355

	Current Liabilities
	2,511
	3,046

	Current Ratio
	0.92
	0.77


                                                                                                                                   TABLE 9

The current ratio indicating the potential to clear off payment obligations indicated that it has increased from 0.77 in 2021 to 0.92 in 2022 coercively. The current ratio is significant in term  of indicating the net profitability.
[bookmark: _Toc153882272]3.a.9: Gearing Ratio
The ability of gearing ratios to show investors and analysts how much leverage a company has relative to equity makes them valuable financial measurements (Boyte-White, 2023).
Formula: Total Debt/Total Equity
	
	2022
	2021

	Total Debt
	6,648
	7,175

	Total Equity
	3,088
	2,912

	Gearing Ratio
	2.15
	2.46


                                                                                                                                      Table 10
Corporate values are typically significantly impacted negatively by the DER ratio's consideration and evolution. Thus, it is determined that the value dropped from 2.46 in 2021 to 2.15 in 2022, suggesting that the company needs outside funding.
[bookmark: _Toc153882273]3.a.10: Interest Coverage Ratio
The interest coverage ratio measures a company's ability to handle its outstanding debt (Maverick J. , 2023).
Formula: EBIT/Interest Expense
	
	2022
	2021

	EBIT
	620
	539

	Interest Expense
	226
	181

	Interest Coverage Ratio
	2.74
	2.98


                                                                                                                                   TABLE 11
This ratio interprets the net potential of the firm to pay off its debt related to the consideration of the interest coverage aspects on significant levels. Hence, it can be ascertained that the ratio has decreased from 2.98 in 2021 to 2.74, indicating a potential growth in the finances.
[bookmark: _Toc153882274]Question 3.b: Critically discuss of the financial ratio and stating the financial positions and performance of the corporation.

The interpretation of the return on capital employed indicates the net profitability on the working capital of the corporation and an increment in the ratio indicates the corporation’s significant levels. On the other hand, the consideration of the ROE has also been developed in positive aspects and the other ratio has increased to 0.14. In the current accounting period for the word the EPS for the stakeholders has also increased to 1.44, which indicates that the entity is now liable to pay more of the dividends and returns to the stakeholders and shareholders of the corporation for investing or returning a substantial amount of capital within the organization network. In the profit levels of the entity after the deductions of the indirect and direct expenses in the present accounting period full stop there for analysing the net profit margin it can be analysed that the corporation has increased the ratio from 0.057 in 2021 to 0.64 in 2022. Further, it is established that the current ratio tends to help in the development of pay-off liabilities that are owned at maturity. This suggests that the organisation raised its profit margin in order to guarantee a steady flow of funds and profits throughout the network of organisations. Additionally interpreting the asset turnover ratio has seen the development of the net potential of the organization to pay or meet its payment applications. In the short-term period utilizing the current assets the ratio has increased from 0.639 in 2021 to 0.692 in 2022, indicating that the firm has the potential to increase the asset utilization rate on significant levels. The stock holding days show the total number of days needed to adjust the inventory, so it can be determined that the company has lowered the number of days it holds inventory. Previously, the company held inventory for 81 days, but after reviewing the accurate financial records, it only holds inventory for 80 days. The increase in the debtor collection period increases the customer level, however, it also results in a significant increase in the debt levels. Additionally, the ratio has dropped from 73 days to 68 days, showing a large increase in cash flow on considerable levels. This indicates that the firm also collects payments from the letters in the early period. Furthermore, the firm now has a large potential strength to pay off its payment commitments in the near future, as seen by the increase in the current ratio. Additionally, the firm has drastically reduced its debt levels as evidenced by the ratio's decline from 0 to 2.46 to 2.15 in 2022, which shows that it is solely focused on internal finance rather than using outside funding sources. Regarding the interest coverage ratio analysis, the ratio has dropped to 2.74, suggesting that the corporation's interest expense has increased significantly and is having a huge influence on its varied activities
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