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[bookmark: _Toc121344194]Introduction:

In addition to the fact that accounting is vital, it's one of the assignments that each corporate association should finish. Inside a hierarchical setting, accounting has different benefits. The purpose of this course is to look at and give examples of accounting basics. The pay explanation and the assertion of the monetary situation for a firm called Wales Plc will be ready in the main segment. It will demonstrate the cycles used to make these fiscal summaries. We'll likewise discuss the variables that add to the assertion of the monetary position's intrinsic equilibrium. What's more, the fiscal summaries of Sweet's plc, a maker of confections and desserts, will be considered while computing the organization's monetary proportions. The monetary status and execution of the organization will be evaluated in light of the computation of these proportions.

[bookmark: _Toc110362688][bookmark: _Toc121344195]Question 1
a) [bookmark: _Toc121344196]Prepare an income statement for the year ended 31st December 2021 for Wales plc and a statement of financial position as of that date

One of the principal undertakings or exercises in the domain of accounting is the planning of fiscal reports. Fiscal summaries are the reports that are made by organizations and associations toward the end of every year to detail their monetary exhibition and status. Liabilities, resources, incomes, costs, profits, misfortunes, and incomes are the viewpoints that these monetary records record and unveil. The pay proclamation and the assertion of monetary position are the two essential types of budget summaries made in business associations (Almagtome, et al, 2019). The pay proclamation is a monetary report prepared by organizations that shows their incomes, costs, and profits or losses. The fiscal report wherein corporate associations sum up and reveal their resources, liabilities, and investors' money is known as the "articulation of monetary position."
The pay explanation made for the organization for the year finishing December 31, 2021, is as per the following, contingent upon the data that is currently accessible about Wales Plc:

In the books of Wales Plc
Income Statement prepared for the year ended 31st December 2021
	[bookmark: _Hlk121243566]Items
	Amount
	Amount

	Revenue from sales
	
	£ 800,980.00

	Less: Cost of Goods Sold (or COGS)
	
	- £ 578,650.00

	Gross profit
	
	£ 222,330.00

	Less: Operating costs and expenses
	
	

	Administrative expenses
	£ 30,000.00
	

	Distribution costs
	£ 28,000.00
	

	Salaries to staff (Director’s remuneration)
	£ 5,000.00
	- £ 63,000.00

	
	
	£ 159,330.00

	Less: Outstanding expenditures
	
	- £ 3,000.00

	Profit Before Interests & Taxes (or PBIT)
	
	£ 156,330.00

	Less: Interests paid
	
	- £ 2,000.00

	Profit before taxes (or PBT)
	
	£ 154,330.00

	Less: Corporation taxes for the year
	
	- £ 100,000.00

	Profit after taxes (or PAT)
	
	£ 54,330.00



Working Notes:
1. Sales revenue equals sales recorded in the books of accounts as of December 31, 2021, plus goods delivered to consumers on December 31, 2021, but not yet recorded in ledger accounts.
2. Operating costs and expenses are calculated as follows: administrative costs, distribution costs, and employee salaries (including the director's compensation) = £30000 + £28000 + 5000 = £63000.
3. Unpaid expenses: £3000 in commission due to salesmen for the sales made in December.
4. Gross profit - Operating costs and expenses - Outstanding expenses equals £222330 - £63000 - £3000, which is £156330.
5. Profit before taxes (PBT) is calculated as PBIT minus interest costs. Therefore, £156330 minus £2000 is £154330.
6. Corporation taxes for the year = anticipated but unpaid corporation taxes for the year = £100000
7. Profit after taxes (PAT) is calculated as profit before taxes (PBT) minus corporate taxes for the year, which equals £154330 minus £100000, or £54330.

Then again, given the data that had some significant awareness of Wales Plc, the association's assertion of monetary status as of December 31, 2021, is as per the following:
In the books of Wales Plc
Statement of Financial Position as of 31st December 202
	Items
	Amount
	Amount

	(A) ASSETS
	
	

	I. Non-Current Assets
	
	

	Plant and Equipment
	
	£ 650,000.00

	Total non-current assets
	
	£ 650,000.00

	II. Current Assets
	
	

	Accounts receivables (or sundry debtors)
	£ 170,125.00
	

	Add: Credit sales to be collected in the next year
	£ 980.00
	£ 171,105.00

	Stock in hand
	
	£ 330,600.00

	Cash in hand and at bank
	
	£ 76,250.00

	Total current assets
	
	£ 577,955.00

	Total Assets [I + II]
	
	£ 1,227,955.00

	(B) LIABILITIES AND SHAREHOLDERS' EQUITY
	
	

	I. Non-current liabilities
	
	

	4% Debentures
	
	£ 100,000.00

	Total non-current liabilities
	
	£ 100,000.00

	II. Current Liabilities
	
	

	Corporation taxes payable
	
	£ 100,000.00

	Accounts payables (or sundry creditors)
	
	£ 188,625.00

	Outstanding expenditures
	
	£ 3,000.00

	
	
	

	Total current liabilities
	
	£ 291,625.00

	Net Assets
	
	£ 936,330.00

	III. Shareholders' funds
	
	

	Ordinary shares (@£1 per share)
	£ 500,000.00
	

	10% preference shares (@£1 per share)
	£ 200,000.00
	

	Retained profits
	£ 136,330.00
	

	Total shareholders' funds
	
	£ 836,330.00

	Total Liabilities and Shareholders' Funds
	
	£ 1,227,955.00



Working Notes:
1. Credit sales to be recovered in the following year plus Accounts receivables (or other debtors) equal £170125 plus £980, or £171105.
2. Stock in hand equals stock as of December 31, 2021, which is £330600
3. Corporation taxes payable = anticipated but unpaid corporation taxes for the year = £100000
4. Unpaid expenses: £3000 in commission due to salesmen for the sales made in December.
5. Retained profits are calculated as follows: £132000 + £54330 - £30000 - £20000 = £136330 Retained profits are calculated as follows: £132000 + £54330 - £30000 - £20000

b) [bookmark: _Toc121344197]Why does the statement of financial position balance?
The assertion of monetary position is one of the main fiscal reports made by organizations. The budget report is partitioned into two essential segments. The complete resources that an organization or association has been recorded and revealed in the main part of this assertion. An association that carries on with work uncovers its commitments and the assets of its investors in the other piece of this statement. Notwithstanding, the equilibrium should be equivalent in the two bits of the assertion of monetary condition. The monetary position announcement is constantly adjusted. Since an organization's resources are upheld either by their value or by the utilization of liabilities, the assertion of its monetary condition is constantly adjusted. It is an indication of a mistake when there is an error between the resource side and the liability and investor value sides of an assertion of a monetary condition. At the point when an organization's assertion of its monetary condition is unequal, it typically shows that there are blunders, issues, or monetary tricks happening behind the scenes (Felipe, Fullwiler and Yusoph, 2021).
A two-section accounting framework is an important tool for business associations in adjusting their financial statement. This accounting framework is an approach to keeping track of exchanges where no less than two records get a section for each monetary exchange (Robinson, 2020).
Wales Plc, for example, has had the option to modify its financial statement as a result of the implementation of the two-pass accounting framework. Every monetary transaction of the organization has been recorded in two separate record accounts. As a result, the organization's overall record adjustments have remained correct. Thus, Wales Plc has a fair arrangement of resources, liabilities, and investors' assets. This guarantees that each organization's assertion of monetary circumstance is reliably adjusted (Pichniak, 2019).
[bookmark: _Toc110362689][bookmark: _Toc121344198]Question 2
[bookmark: _Toc121344199]a. Calculate the following ratios for Sweet's plc for 2021 and 2020, showing the formulas and workings
1: ROCE
Formula: Total assets - Current liabilities * 100 + Operating profit (or EBIT)
2021 = £805 ÷ £9736 – £2511 * 100 = £805 ÷ £7225 * 100 = 11.1418 = 11.14%
2020= £699 ÷ £10087 – £3046 * 100 = £699 ÷ £7041 * 100 = 9.9275 = 9.93%
2: ROE
Formula: Profit for the year ÷(Ordinary share capital + Share premium + Retained profit) * 100 
2021 = £431 ÷ (£300 + £1071 + £1717) * 100 = £431 ÷ £3088 * 100 = 13.9572 = 13.96%
2020 = £366 ÷ (£300 + £1071 + £1541) * 100 = £366 ÷ £2915 = 12.5686 = 12.57%
3: Earning Per Share
Formula = Profit for the year ÷ Weighted average shares outstanding
2021: £431,000,000 (£300,000,000 * 0.5 pence) = 431000000 150000000 = 2.87333 = 2.87 penny
2020 = £366,000,000 * (£300,000,000 * 0.5 pence) = 366,000,000,000 * 150,000,000 = 2.44 pennies
4: Net Profit Margin
Formula = Profit for the year ÷ Net sales revenues * 100
2021 = £431 ÷ £6738 * 100 = 0.0639655 * 100 = 6.3965 = 6.4% 
2020  = £366 ÷ £6441 * 100 = 0.0568234 * 100= 5.682347 = 5.68%
5: Asset Turnover Ratio
Formula: Net sales/ Total Assets
2021 = £6441 ÷ £10087 = 0.036284 = 0.04 times
2020 = £6738 ÷ £9736 = 0.04426 = 0.04 times
6: Stock holding days 
Formula = Average stock in hand ÷ Cost of Sales * 365 
2021= £708 ÷ £3235 * 365 = 708 ÷ 1180775= 79.8825 = 79.88 days
2020 = £659 ÷ £3096 * 365 = 659 ÷ 113004= 77.692183 = 77.69 days
7: Debtors collection period 
Formula = Average trade debtors ÷ Sales revenue on credit * 365 
2021 \s= £1249 ÷ £6738 * 365 \s= 1249 ÷ 2459370 \s= 67.65880 \s= 67.66 days
2020 \s= £1287 ÷ £6441 * 365 \s= 1287 ÷ 2350965 \s= 72.93199 \s= 72.93 days
8: Current ratio
Formula = Current assets ÷ Current liabilities
2021 \s= £2303 ÷ £2511 \s= 0.91716 \s= 0.92 \s
2020 \s= £2355 ÷ £3046 \s= 0.77314 \s= 0.77
9: Gearing ratio 
Formula = Total liabilities ÷ (Total liabilities + Total shareholders’ funds) * 100
2021 \s= £6648 ÷ (£6648 + £3088) * 100 \s= 6648 ÷ 9736 * 100 \s= 68.2826 \s= 68.28% \s
2020 \s= £7175 ÷ (£7175 + £2912) * 100 \s= 7175 ÷ 10087 * 100 \s= 71.13115 \s= 71.13%
10: Interest cover 
Formula = Operating profit (or EBIT) ÷ Total interest expenses
2021 \s= £805 ÷ £226 \s= 3.56194 \s= 3.56 \s
2020 \s= £699 ÷ £181 \s= 3.86187 \s= 3.86
[bookmark: _Toc121344200]b) Using the information in the financial statements and the ratios you have calculated, comment on the financial performance and position of Sweet's plc.
Monetary proportions are figures generated by the examination of a few focused pieces of mathematical information given in associations' monetary records. Monetary proportions show the position and execution of organizations monetarily through time. For example, the monetary proportions that were generated above for Sweet's plc help in evaluating the organization's monetary exhibition and condition. The ROCE is a profitability ratio that measures how much profit a company made from the capital it used over a given period (Jurakulovna, 2021). As indicated by Sweets Plc's examination, this proportion changed from 9.93% to 11.14% somewhere in the range of 2020 and 2021. This shows that somewhere in the range of 2020 and 2021, the association's ROCE developed, which recommends an improvement in the profits recognized from capital utilized. The profitability proportion, known as ROE, then again assesses the level of profit that a business association has the option of generating throughout a given period. Somewhere in the range of 2020 and 2021, this proportion of Sweet's plc changed from 12.57% to 13.96%, as per examination. The profit the association generates from its value is expanding, as indicated by this proportion again (Shakil, et al, 2019).
The monetary measurement known as "income per share," or "EPS," decides an organization's profitability by distributing a specific measure of profit to every one of its parts. Somewhere in the range of 2020 and 2021, this proportion for Sweet's plc changed from 2.44 to 2.87 pence, as per examination. In light of the organization's presence on the securities exchange, this demonstrates an expansion in profit. Another profitable proportion is the net profit edge. After deducting all immediate, working, premium, and duty charges, this proportion demonstrates the level of profit that an organization or association has delivered inside its setting from its tasks. Furthermore, a change might be found in this proportion for Sweet's plc. Somewhere in the range of 2020 and 2021, this proportion for Sweets Plc changed from 5.68% to 6.4%, as per examination. Subsequently, the profitability proportions show an expansion in the association's profitability during the past two years (Chychyla, Leone and Minutti-Meza, 2019).
Resource turnover is a particular sort of productivity proportion that measures how well organizations utilize their resources to generate deals. Examination of this proportion for Sweets Plc shows that it will be around 0.04 times in both 2020 and 2021. There have been no tremendous changes in this association's resource turnover in recent years. The association likewise has a moderately low resource turnover rate. Then again, the stock holding days productivity proportion represents the number of days required by an organization to transform its inventories into incomes. Examination of this proportion for Sweets Plc shows that during 2020 and 2021, it expanded from 77.69 days to 79.88 days. This uncovers a little weakening in the business' stock administration viability (Dvoulety, Cadil and Mirosnik, 2019). Furthermore, the association's stock administration proficiency is inferior since it requires more than 2.5 months for stockpiles to switch over completely to deals. The timeframe it takes for debt holders to be gathered is a proportion of an association's viability in overseeing borrowers. As indicated by an investigation of this proportion for Sweets Plc, somewhere in the range of 2020 and 2021, there was a decline from 72.93 days to 67.66 days. This recommends that the association's effectiveness in dealing with its account holders has expanded. The ongoing proportion is a liquidity proportion that demonstrates how well an enterprise can utilize its ongoing resources to pay down its obligations (Barker, et al, 2022). Investigation of this proportion for Sweets Plc shows that during 2020 and 2021, it changed from 0.77 to 0.92. Despite an improvement in this proportion, the ongoing proportion in the two years remains below average and recommends that the association has little liquidity. The equipping proportion is a proportion of an organization's dissolvability that uncovers its capacity to pay both short-and long haul credits. Nonetheless, the interest cover is a proportion that shows an organization's capacity to make interest instalments. Somewhere in the range of 2020 and 2021, Sweets plc's equipping proportion diminished from 71.13% to 68.28%, and its advantage cover went from 3.86 to 3.56. These actions show that the organization's dissolvability has expanded somewhere in the range of 2020 and 2021. To accomplish higher dissolvability, the organization's equipping proportion should be additionally gotten to the next level. The minor decrease in interest cover throughout the two years shows that the company needs to expand its advantage cover. Subsequently, Sweets Plc's profitability is solid generally speaking. The association's general monetary exhibition and position as far as adequacy and dissolvability are satisfactory. Be that as it may, Sweets plc's liquidity needs to increment immediately (Iqbal, Nawaz and Ehsan, 2019).


[bookmark: _Toc121344201]Conclusion:
As a result, the review's decisions aid in comprehending and surveying the two central components of accounting—fiscal report planning and monetary proportions. Understanding how to budget summaries for a firm assisted with making Wales Plc's fiscal reports. Moreover, the hidden reason for the assertion of the monetary position's steady equilibrium might be found. In any case, the proportion computation helped explain how monetary matters are not entirely settled. Proportions were useful in evaluating an organization's monetary accomplishments after some time as well as its general monetary status.
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