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INTRODUCTION
Accounting can be described as measurement and management. Lunt (2007)
Measurement is concerned with recording past data and managing it using this data to make decisions that will benefit the organisation. Accounting is a method by which managers have information related to the company’s operations. Accounting data is used by individuals and organisations, this information helps for making effective decisions, planning expenses and investments.
There are two types of accounting Financial and Management Accounting.
An income statement is a summary of a business revenues and expenses over a period of time.
Question 1:
a)
Wales plc Income Statement for the year ended 31st of December 2022:
                                          £
Sales                                            800 000
Goods sent to customers                   980
Cost of Sales                                                                   (578.650)
Gross profit                                  222 330
Operating Expenses
Administrative Expenses                                                ( 30 000)
Directors remuneration                                                  (5 000)
Salesman commission                                                    (3 000)
Operating Income                     184 330 
Interest paid                                                                    ( 2 000)
Distribution Cost                                                             (28 000)
Net Income                               154 330

,,The balance sheet provides information on the entity's financial position through the assets, liabilities and equity. Although not provide detailed information on financial performance, this is evidenced by the patrimonial result, an indicator included in equity.’’ Cretu (2011)
[image: ](Fig.1) Cretu (2011 p. 3)


Wales plc
Statement of financial position as at 31st December 2022
                                       £
Non-current Assets                                                   Current Liabilities
Plant and Equipment                        1 250 000         Trade payable              188 625
Current Assets                                                           Interest paid                 2 000   
Stock at 31st December 2022             510 850         Accrued Interest           2 000
Trade receivable                                 170 125         Tax                                100 000
Cash and Bank                                      96 000         Total Current L             292 625
Goods sent to customers                           980         Non-current L  
Total Assets                                      2 027 955        Debentures 2%             200 000
                                                                                  Commission salesman     3 000
                                                                                  Total LIABILITIES           495 625
                                                                                  Share capital Equity       
                                                                                     Ordinary shares            900 000
                                                                                 Preference shares             500 000
                                                                                Retain profit                        132 000
                                                                               Total                                    2 027 955  
b) The statement of financial position balances thanks to the double entry system, this method effectively prevents errors in entries.

Question 2: Sweets plc financial ratios 
a)
1. [image: ]       
First must be calculated Capital Employed 
CE = Long Term Liabilities + Shareholders equity       or        Assets – Current Liabilities
Year 2021                                                                                  Year 2020
    £m
620/9736-2511x100=620/7225x100=8,58%                  539/10084-3046x100=7,65%

2.[image: ]
£m
Year 2021                                                                                  Year 2020
ROE=431/3088x100=13,95%                                       ROE=366/2912x100=12,56%

3.[image: ]
£m
Year 2021                                                                                Year 2020
Number of shares = net income/ share price
EPS=431/600= 0,71£                                                          EPS=366/600= 0,61£

4.[image: ]
£m
Year 2021                                                                                Year 2020
NPM = 805/6738 =11,94%                                                       NPM = 699/6441 = 10,85%
5.[image: ]
£m
Year 2021                                                                          Year 2020
AT =6738/7225 = 0,93 times                               AT = 6441/7041 = 0,91 times

6.[image: ]
£m
Year 2021                                                                    Year 2020
SHD = 708/3235x365=79,88 days                 SHP = 659/3096=77,69 days
7.[image: ]
£m
Year 2021                                                                   Year 2020
1249/6738=67,65 days                                                1287/6441=72,93 days
8.[image: ]
£m
Year 2021                                                                  Year 2020
2303/2511=0,91                                                      2355/3046=0,77
9.[image: ]
£m 
Year 2021                                                                Year 2020
GR=4137/4137+3088x100=57,25%                   GR=4129/4129+2912x100=58,64%
10.[image: ]
£m
Year 2021                                                                   Year 2020
IC=620/266=2,74 times                                         IC= 539/181=2,97 times
b) According to Sangster (2017) financial ratios shows company health and performance. Based on calculations above Sweets plc must proceed working to improve its performance. From all ten calculations can be conclude that the company have some improvement based on the numbers from year 2020 and year 2021. For example, ROCE figure is almost 1% higher than last year. Debtors' collection period, gearing ratio, stock holding period, also has improvement based on year 2020. In general Sweets plc is not doing great, but an improvement is visible compared year 2020 to 2021.
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