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[bookmark: _3idntdihh2tv]Introduction 
The purpose of the project will be to define the effective analysis of the statement. The project will analyze the different statements and will be explained in brief. The project will hold the explanation based on certain questions. The questions which are given in the project will be addressed in an informative way. There will be three different questions that will be addressed in the project. The first question of the project will explain the truthfulness of the statements which are been provided in the questions. The second question of the project will address the preparation of the income statement for the company Wales plc. The third question of the project will address the effective ratio which will be analyzed and will be prepared in the project.      
[bookmark: _h119b0v62tci]Question: 1.  
First statement: The term statements that define the financial position of the company are also said as the balance sheet statements. This statement is been used by the company for the analysis of its liabilities, assets, and company equity. These elements are evolutes with the help of the given data by the company. The report provides a summary of the overall performance of the company. These accounts focus on the company's different elements such as the liabilities and the assets evolutions (Bragg, 2023). For the analysis, it has been proven that this statement does not define the cash-related data of the company. The statements defining this data are named the cash flow reports presented by the company for the change of the outflow and inflow of the cash. This statement also defines the leftover cash in the company and the need for investment in the company  (Sayari and Mugan, 2019). For this reason, the statements which are been made are falses.     
Second statement: The noncurrent assets are part of the analysis of accounts which are defined in the balance sheet report of the company. Though the noncurrent asset is the property or the asset that has been owed by the company the company can not convert it easily in the cash form within the year (Xero, 2023). These types of assets are also known as long-term assets for the company. The company has two different forms of assets one is the current and the other is the noncurrent assets. The assets which are been used by the company over the years are current (Yao et al., 2019). The assets that are been used by the company for a long period are the noncurrent assets. Examples of the noncurrent assets for the company are land, intangible, plant, and many more. This asset is not easily moveable by the business. however, there is some fixed asset which is been moved by the company within the year that is car, van, etc. For this reason, the statement is partially true. 
Third statement: The business has been supported by many variant stakeholders. Each of the stakeholders analyzes the financial information of the company for their profit and wellness which are been driven by the company (BBC News, 2023). The financial information is shared by the company with investors, creditors, suppliers, shareholders, and, among more different holders of the company (Craja et al., 2020). The manager of the company provides the financial information to their shareholders to satisfy their wants from the company. The financial information is the main source that defines the position and wealth of the company in the market and has been analyzed by external shareholders (Bragg, 2023a). As for the examples it can be said that the investors use the information for investment purposes within the business. The workers of the business analyze the information for job stability within the company. For this reason, the statement is false.   
Fourth statement: The process which is been based on the accrual form is part of the financial recording of the company transitions. In the accrual process, the reading of the prepayment elements has also been made this recording of the transactions has been formed to make the company accounts easy for the understanding of the company for their year ends (NetSuite, 2023). The accrual method helps the company assess the actual health of its company in its financial forms. However, the company should record the expenses and the revenue before the company gets its payment (Gamayuni, 2019). In simple words, it can be said that this records the sales of the revenue when the transaction is been occurs in the company. The methods show a more realistic representation of the weather of the company. For this reason, the statement based on not including the accrual and the prepayment is false.     
Fifth statement: The statements of the accounting are prepared by the company for analyzing their wealth, position, and profitability in the market. This accounting statement is very much needed by the company for its different aspects. On that basis, if a different company uses a variant process for preparing the accounting statement then it will provide an inconsistency in the formation of the statements. So for the perception of the statement, an IFRS framework has been formed which has been followed by each company, and with the help of that method, all the company prepare their statements (CFA Institute, 2023). The objective of this framework is they provide standards that are been maintained by each company and with the help of this framework equality and transparency are maintained. This framework has also been used for the utilization of the customer's protection. The framework maintains consistency, easy compatibility, and transparency around the world (LinkedIn, 2022). For this reason, the statement is false.      
Sixth statement: The financial statements provide information related to the financial position of the business. This statement can be incorrect for some reason. So for the analysis of the financial statements the journal account and the trail balances account are been prepared (Fridson and Alvarez, 2022). It can be said that these two accounts need accounting before the preparation of the financial statements. The trial balances and the ledger accounts provide and clear entry of the company translation and with the help of this the financial statements of the company are been estimated. The importance of a ledger account is this is the backbone of the company the reason is it holds all the transaction records of the company in sprite accounts (Indeed, 2023). The importance of the trial balances has been prepared for the balance sheet and the other accounts. This is also an important document which is been analyzed by the auditors (Bragg, 2023). For this reason, the statements which have been made in the question are true.   
[bookmark: _n1q2ndl355wl]Question: 2. 
This part of the question has been made for the preposition of the income statement of the company Walse Plc for the year 2022. The formation of the statement is been made for analysis of the financial statement of the company. On the other hand, the report has been made by the accountant of the company for the estimation process in terms of the company transaction. The report holds information related to the gains, losses, and expenses of the company (Langemeier, 2020). These elements are been kept in the mathematical equation with the help of this the net profit of the company is driven. This report also provides information which is based on the making of the decision in the company. This report also provides information to the different shareholders of the company such as the creditors, investors, and the different readers of the company (BDC, 2023). The importance of this statement is it provides information to the company in the form of their profit growth. It also helps in decreasing the cost of the company. This information also helps in hiring the revenue of the company. This report also provides the strategy's effectiveness. The report holds the needed information in it which is beneficial for the company (Ferriolo, 2022). The income statement of the company has been formed below.   
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The above table has been prepared for the estimation of the income statement of the company Wales Plc. The estimation of the generated income and the loss of the company are been made for the evaluated year 2022. 
Gross profit estimation: This is the first step of the income statement formation. This element of the company is been estimated by deducting all the costs of the company which are ben related to the company's manufacturing process (BDC, 2023b). The estimation of the gross profit for the company is made as the revenue of the company is £900,000. From the revenue, the COGS has been deducted which is £578,650. The estimation of the gained amount from the process is £321,350. This is the gross profit of the company after deducting the COGS. 
Operating profit estimation: This is the second step of the estimation process for forming the income statements. The estimation process helps in defining the net income which is been driven by the company from its core operations (You and Lee, 2021). The estimation based on the operating profit of the company is the addition of the elements such as Administrative expenses value of £160,000, interest paid by the company of £2,000, remuneration of the directors of £5,000, cost distribution of £28,000, depreciation of £65,000 salary of outstanding £10,000, commission outstanding £10,000, debenture interest of the company £4,000. The element that has been detected is outstanding receivables of £1,000. The operating profit of the company which has been gained by the process (gross profit-operating cost) the values is £46,350. 
Net Profit Estimation: The last step for the formation of the income statement is the estimation of the net profit of the company. The net profit defines the average earnings of the company after the deduction of the expenses (Capital, 2023). The estimation of the net profit of Wales Plc is made as the gross profit of the company is £321,350 the operating cost of the company is £46,350. After the deduction of the tax paid by the year by the company is £15,000. The gained net profit after the estimation is 31,350.  
[bookmark: _oeuxcbuzyh66]Question: 3. 
This question will estimate the ratio of Sweet Plc, the formation of the ratio will be conducted below. 
1- ROCE
[image: ]
The above estimation is made for the analysis of the ratio of the sweet Plc. The term ROCE is the primary ratio of the company. This ratio is been analyzed for the measurement of the profitability of the company (Shrotriya, 2019). From the analysis, it has been found that the ROCE of the company in 2021 was 7.66% whereas in 2022 the percentage increased which is 8.58%. The gained result means that the company has increased there profitability.  
2- ROE
[image: ]
The above estimation is based on the ROE analysis of Sweet Plc. The term ratio defines the measurement of the company division of the income by the equity of the shareholders. This ratio helps in defining the efficiency of the company (Lewis, 2023). From estimation in 2021, the percentage was 12.57% whereas in in2022 the percentage got higher which is 13.39%. The result defines the company as effectively converting its equity.     
3- Earnings per share
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The estimation of the Earnings per share of Sweet Plc has been made. The estimation has been formed for the profit allocation within the shareholders. The process is been made as the net income divided by the total outstanding shares of the company (Rusdiyanto et al., 2020). From the analysis in 2021, the value is 1.22 whereas in 2022 the value has increased which is 1.44. The result defines that garter value in the company for their share values.     
4- Net profit margin
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The estimation of the net profit margin is made for Sweet Plc. This ratio has been estimated by the company for measuring profitability (BDC, 2023a). From the analysis in 2021, the percentage of the company was 5.68% whereas in 2022 the percentage has increased which is 6.40%. The result shows that the company has increased its profitability.  
5- Asset turnover
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The estimation of the Asset turnover for Sweet Plc has been made. The term ratio is estimated to measure the efficiency of the company (Brush, 2023). From the analysis in 2021, the value was 0.64 whereas in 2022 the value has been increased which is 0.69. The result shows that the company has increased its efficiency. 
6- Stock holding days
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The estimation of the Stock holding days for Sweet Plc has been made. The term ratio defines the number of days for the holding of the company inventories (Indeed, 2023). From the analysis in 2021, the value was 77.69 whereas in 2022 the value increased to 79.88. The result shows that the company turnover rates are low with their inventories.   
7- Debtors collection period
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The estimation of the Debtors collection period for Sweet Plc has been made. The term ratio defines the collection period from the debtors to the company (Oxford Reference, 2023). From the analysis in 2021, the value was 72.93 whereas in 2022 the value decreased which was 67.66. The result shows that the efficiency of the company has increased.  
8- Current ratio
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The estimation of the Current ratio for Sweet Plc has been made. The term ratio defines the company's liquidity. This ratio has been used for measuring the ability of the term payment by the company for their dues (Indeed, 2023a). From the analysis, it has been seen that in 2021 the value was 0.77 whereas in 2022 the value increased which was 0.92. The result defines that the company is capable for there payment of an obligation.  
9- Gearing ratio
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The estimation of the Gearing ratio for Sweet Plc has been made. The term ratio defines a financial metric that helps in the compression of the company's debts (Oranefo and Egbunike, 2023). From the analysis in 2021, the value was 1.418 whereas in 2022 the value increased which was 1.421. The result defines that the company fund debt is increased.    
10- Interest cover
[image: ]
The estimation of the Interest cover for Sweet Plc has been made. The term ratio is been estimated for the measurement of the liquidity of the company (Bragg, 2023). From the analysis in 2021 the value was 3.86 whereas in the year 2022, the value decreased which is 3.56. The result means that the company has less profit for expanding on the debt. 
Comparison of Sweet Plc ratios.
[image: ]
From the estimation of the different ratios of Sweet Plc are been formed the compatibility of the ratio has been reflected here. From the analysis it has been seen that the company has increased its efficiency in certain forms the company has increase there efficiency and profitability in 0022 which has been by the ratio analysis of ROCE, EPS, ROE, net profit margin, debtors collection periods, gearing, and the current ratio. The company's ability and income generating have also been reducing in 2022 which has been seen in the asset turnover and the stock holding ratio. The comparison was performed based on two different years of the company 2021 to 2022.  
[bookmark: _bqz30fd2lrmy]Conclusion 
The project concluded the effective importance of the financial statements. The project holds the analysis of the statements that define the statements as false and true. The project holds the explanation of the statement and provides the needed result. The project holds the formation of the income statement of the company Wales Plc. The format and the explanation of the preparation was been presented in the projects. The analysis of the ratio for the company Swwet Plc was been performed to define the company's position and its stability. The project also reflects the comparison of the company ratio. 
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In the Books of Sweet Plc.

Estimation of Earning per share

Particulars 2022 (fm) | 2021 (¥m)

Net income 431 366

Outstanding shares 300 300
(Net income/ Average outstanding shares) 1.44 1.22
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In the Books of Sweet Plc.

Estimation of Net profit margin

Particulars 2022 (fm) | 2021 (¥m)

Net profit 431 366

Total revenue 6.738 6,441
(Net profit /Sales)*100 6.40% 5.68%
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In the Books of Sweet Plc.

Estimation of Asset turnover

Particulars 2022 (fm) | 2021 (¥m)

Total revenue 6.738 6,441

Total Asset 9.736 10,087
(Revenue/ Average total asset) 0.69 0.64
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In the Books of Sweet Plc.

Stock holding days
Particulars 2022 (fm) | 2021 (Em)

Closing stock 708 659

Cost of goods sold 3235 3,096
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In the Books of Sweet Plc.

Estimation of Debtors collection period

Particulars 2022 (fm) | 2021 Em)

Amount owed by Debtors 1,249 1,087

Credit sales 6.738 6.441
(Amount owed by debtor/annual credit sales)*365 67.66 72.93
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In the Books of Sweet Plc.

Estimation of Current ratio
Particulars 2022 (fm) | 2021 (Em)

Current asset 2,303 2,355

Current liabilities 2511 3,046
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In the Books of Sweet Plc.

Estimation of Gearing ratio

Particulars

2022 (fm) | 2021 Em)
Loans and borrowings 4,137 4,129
Shareholder equity 3,088 2912

(Loans and borrowings/Shareholder equity) 1.421 1.418
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In the Books of Sweet Plc.

Estimation of Interest cover

Particulars 2022 (¢m) | 2021 (£m)

Earning before interest and taxes 805 699

Interest expenses 226 181
(EBIT/Interest expenses) 3.56 3.86
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ROCE 11.14 9.93 121 Efficiency increased
ROE 13.96% 12.57% 1.39% Efficiency increased
Earnings per share 144 1.22 022 Efficiency increased
Net profit margin 6.40% 5.68% 0.72% Efficiency increased
Asset turnover 0.69 0.64 0.05 Efficiency decreased
Stock holding days 79.88 77.69 2.19 Efficiency decreased
Debtors collection period 67.66 72.93 5.7 Efficiency increased
Current ratio 092 077 0.15 Efficiency increased
Gearing ratio 1.421 1.418 0.003 Efficiency increased





image1.png
P Prifysgol Cymru
£ Y Drindod Dewi Sant
Y University of Wales
Trinity Saint David




image2.png
In the books of Wales plc
For the year ended 31/12/2022
Income Statement
Particulars Amount (£) | Amount (£)

Sales (revenue) 900,000
Less:- Cost of sales 578,650
Gross Profit for the year (Sales - COGS) 321,350
Operating Cost
Add:- Administrative expenses 160,000
Add:- Interest paid 2,000
Add:- Directors’ remuneration 5,000

- Distribution costs 28,000

- Depreciation (650,000%10%) 65,000
Add:- Outstanding Salaries 10,000
Add:- Outstanding Commission 2,000
Less:- Receivable Outstanding (1,000)
Add:- Debenture Interest (100,000%4%) 4,000

Total Operating Cost 275,000

Less:- Corporation tax Paid for the year [ | 15000
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In the Books of Sweet Plc.
Estimation of Return on capital employed (ROCE

Particulars 2022 (§m) | 2021 (fm)
Profit before taxation (EBIT) 620 539
Total Asset (A) 9.736 10,087
Current liabilities (B) 2511 3,046
Capital employed (A-B) 7. 7,041
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In the Books of Sweet Plc.

Estimation of Return on equity (ROE)

Particulars 2022 (fm) | 2021 (¥m)

Net income 431 366

Owners equity 3,088 2912
(Net income/Shareholders equity) 13.96% 12.57%





