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[bookmark: _heading=h.1fob9te]Introduction
The purpose of this project is to see, analyze and compare different aspects of accounting. It will be divided into two parts. The first section will consist of initial saving steps and the second part will be about the basics of stock and debt investments. The first section of the journal entries that talks about the reasons for the accounts on the balance sheet is also balanced. Alongside this, the same question will be solved by averaging the Income Statement and the Statements of the Financial Position for the Wales plc company. This also includes the adjustments to tenure as well. For instance, the next section has a last question that completes the financial position of the mentioned company. This will be a conversation between the student and the faculty member which will take place through the use of ratio analysis that will be derived from the details of the business.
[bookmark: _heading=h.2et92p0]Question 1
a. Estimation of the income statement.
	In the books of Wales plc

	Income Statement

	Particulars
	Amount (£)
	Amount (£)

	Sales
	£800,000
	

	Less:- COGS
	£578,650
	

	Gross Profit (Sales - COGS)
	
	£221,350

	Administrative Cost
	
	

	To Admin expenditure
	£30,000
	

	Interest paid
	£6,000
	

	Director's remuneration
	£5,000
	

	Distribution costs
	£28,000
	

	Payment of ordinary dividend
	£20,000
	

	Payment of preference dividend
	£30,000
	

	The total cost of Administrative
	
	£119,000

	Profit after Tax
	
	£102,350

	Interest and tax
	
	

	Outstanding Commission
	£3,000
	

	Corporation Tax
	£100,000
	

	Total Tax and Interest
	
	£103,000

	Profit Before Tax and Interest
	
	-£650


Table 1:- Estimation of the income statement of Wales plc
(Source:- Self-Created, 2024)
Named after it, this statement is about how much money is earned by one company or even more than that (Nederiță, 2022). This is the reason there is a need for a gap between the study of history and the link between the philosophy of the past and getting money. The focus of this presentation is on the evaluation of the net incomes income of a company solely from its main activities. Therefore, the different varieties of spending and overlay eve revenue statements are matched with the budget figure at the end of the budget year (corporatefinanceinstitute, 2023a). Such a statement is often called the signature finance phrase in a company. On the other hand, the Accounting Standards clarify that it is to be performed in different areas. The statement below shares the most significant elements which follow:
I. Sales:- The thesis sentence which is the key of the statement is found here. Since this is the case, “the component is featured at the very beginning of the sentence, he says (corporatefinanceinstitute, 2023a). It portrays the importance of the revenue stream for the organization from its selling operations. In the given scenario, Wales Plc's stock is at £800,000 in sales.
II. COGS:- This part describes the costs that are directly related to the selling and distribution activities of a company and can also be referred to, as the marketing and distribution costs for products. To put it simply, this expense is also mentioned as the opportunity cost that includes the purchasing and manufacturing activities of a business. Accordingly, the product’s finished product value is, in fact, equal to £578,560.
III. Gross Profit:- The segment then highlights the gross profit, which is arrived at by a company by subtracting all the Direct expenses such as salaries from the sales value (corporatefinanceinstitute, 2023a). However, in this context, the net monetary value of the company's GP is approximated to be £221,350.
IV. Administrative cost:- This part becomes the cost centre, as it reflects the sum of all expenses that are connected to the functioning of a company Here, the status is, that includes every penny which is spent for the running of business. In this light, what is shown as the administrative cost for this company is £119,000. Then go for the operating profit which is the same as a business concluded profit which is about £102,350.
Taking into account the outlay that is shown in the table, the amount of the net profit for the year is seen out. On the contrary, the organization raises -£650.
b. Estimation of the balance sheet.
	In the books of Wales plc

	Balance Sheet Statement

	Liabilities
	Amount (£)
	Amount (£)
	Asset
	Amount (£)
	Amount (£)

	Ordinary share
	£900,000
	
	Fixed Asset
	
	

	Preference share
	£500,000
	
	Plant at cost
	
	£1,250,000

	Total Value of Share
	£1,400,000
	
	Current asset
	
	

	Add:- Year-ending Net profit
	-£650
	
	Accounts receivable
	
	£170,125

	Add:- Retained Profit
	£132,000
	
	Cash and bank
	
	£96,000

	Total Equity and Capital
	
	£1,531,350
	Stock (Closing)
	
	£510,850

	Non-Current Liabilities
	
	
	Total Current Assets
	
	£776,975

	Debentures
	
	£204,000
	
	
	

	Total Non-Current Liabilities
	
	
	
	
	

	Current liabilities
	
	
	
	
	

	Outstanding expenses
	
	£3,000
	
	
	

	Corporation tax
	
	£100,000
	
	
	

	Trade payable
	
	£188,625
	
	
	

	Total Current liabilities
	
	£291,625
	
	
	

	Total Liabilities
	
	£2,026,975
	Total Assets
	
	£2,026,975


Table 2:- Estimation of the balance sheet statement of Wales plc
(Source:- Self-Created, 2024)
Another key element from the statements of a celebration of the corporation is the hallmark of the balance sheet that comes second to that (corporatefinanceinstitute, 2023b). This statement insinuates that now the importance of the financial statements is replaced by the management of the enterprise and its manager. To put it straight MLU calculates the closing position of values of assets and liabilities as of the year's end. Besides, the purpose of this is for students to learn more about the capital structure in a business organization. In double-entry bookkeeping, a business's assets are equal to the liabilities and equity according to the principle that the liabilities of a company plus the shareholder's equity are equal to the value of the assets. This, too, is the essence of this situation as well. ^ Get feedback from an organization that works on effective proposal writing skills that can apply to the work environment. Here the amount of total assets is £2,026,975, and since liabilities correspond in value to assets, the asset’s value is the same as the value of the liabilities sides. 
[bookmark: _heading=h.3dy6vkm]Reasons for the statement of financial position balance. 
Lastly, a balance is composed due to the method used in Accounting which is that assets are equivalent to Liability plus Equity. Among the most important reasons for the duo entry principle application in accounting the balance systems rebalancing might be mentioned. This means that for instance through cashbooks or bank statements, every single transaction is recorded under both side accounts. That is why it does this dual duty, at one time it acts as an insurance that the records are most of the time kept in good mode. Institutional financial teaching has characteristics that comprise a mixture of both debt and equity. Too much of either one can have various consequences, and so they must be, in turn, appropriately weighed. the balance sheet ought to be simplified and this could necessitate writing an equation that will give a more readily comprehensible kind of concept. Undoubtedly, the last chapter of the financial statement is named the income statement which is commonly widely known by the majority of users. Nevertheless, a fact has been proved that an enterprise can show its ability to earn a certain amount of profit. However, the info on that statement, lately, is listed in recent dollars. On account of it, therefore, the render has been holding the degree of the acceptable level of accuracy (accountingtools, 2023). If not equally related to operations to the number of funds, cash inflows from the company yields even closely reckoned to the resources profit, which is neglected. 
[bookmark: _heading=h.1t3h5sf]Question 2 
a. [bookmark: _heading=h.4d34og8]Ratios for Sweets plc for 2021 and 2020
1. ROCE
	Calculation of Return on capital employed

	Particulars
	2022
	2021

	Earning before interest and tax (EBIT)
	805
	699

	Total Asset
	9,736
	10,087

	Current liabilities
	2,511
	3,046

	Capital employed
	7,225
	7,041

	ROCE= EBIT/ Capital employed
	11.14%
	9.93%


Table 3: ROCE
(Source: self-report, 2023)
2. ROE
	Calculation of Return on Equity (ROE)

	Particulars
	2022
	2021

	Net income
	431
	366

	Shareholders equity
	300
	300

	ROE= Net income/Shareholders Equity
	1.44
	1.22


Table 4: ROE
(Source: self-report, 2023)
3. Net profit Margin
	Net profit margin

	Particulars
	2022
	2021

	Net profit
	431
	366

	Total revenue
	6738
	6441

	Net profit margin= (net profit /revenue)*100
	6.40%
	5.68%


Table 5: Net profit Margin
(Source: self-report, 2023)
4. Asset turnover
	Asset turnover

	Particulars
	2022
	2021

	Total revenue
	6738
	6441

	Total Asset
	9,736
	10,087

	Average total asset
	9911.5
	5043.5

	Asset turnover= Revenue/average total asset
	0.68
	1.28


Table 6: Asset turnover
(Source: self-report, 2023)
5. Earning per share
	Calculation of Earning per share

	Particulars
	2022
	2021

	Net income
	431
	366

	Outstanding shares
	300
	300

	Average outstanding shares
	300
	150

	EPS= Net income/ Average outstanding shares
	1.44
	2.44


Table 7: Earning per share
(Source: self-report, 2023)
6. Stock holding days
	Stock holding days

	Particulars
	2022
	2021

	Closing stock
	708
	659

	Cost of goods sold
	3235
	3096

	Stock holding days = (Closing stock/cost of goods sold) x 365
	79.88
	77.69


Table 8: Stock holding days
(Source: self-report, 2023)
7. Debtors collection period
	Calculation of debtors' collection period

	Particulars
	2022
	2021

	Amount owed by Debtors
	1,249
	1,287

	credit sales
	6,738
	6,441

	Debtors collection period= (Amount owed by debtor/annual credit sales)*365
	67.66
	72.93


Table 8: Debtors collection period
(Source: self-report, 2023)
8. Current ratio
	Calculation of the current ratio

	Particulars
	2022
	2021

	Current asset
	2,303
	2,355

	Current liabilities
	2,511
	3,046

	Current ratio = current asset/ current liabilities
	0.92
	0.77


Table 9: Current ratio
(Source: self-report, 2023)
9. Gearing ratio
	Calculation of gearing ratio

	Particulars
	2022
	2021

	Loans and borrowings
	4137
	4129

	Shareholder equity
	3,088
	2,912

	Gearing ratio = loans and borrowings/shareholder equity
	1.421
	1.418


Table 10: Current ratio
(Source: self-report, 2023)
10. Interest coverage
	Calculation of interest cover

	Particulars
	2022
	2021

	Earning before interest and taxes
	805
	699

	Interest expenses
	226
	181

	Interest cover = EBIT/Interest expenses
	3.56
	3.86


Table 11: Interest coverage
(Source: self-report, 2023)
b. [bookmark: _heading=h.2s8eyo1] Financial performance and position of Sweets plc.
1. ROCE
In the consideration of such business, it is seen that the ROCE calculated for 2021 is 11.14%. Contrary to that in the year 2020 ROCE for the concerned company is 9.93%. The ROCE of the higher year is the better one, and 2021 is the better one that has a higher ROCE among them (Causal, 2023). 
2. ROE
The calculation of the rate indicates that it was 1.22 in 2020 when the analysis was done. Additionally, as of the year 2021, this rate was noticed to be 1.44. The more the ROE is valued, the healthier the company is. Hence the year 2021 got an increase in ROE (businessinsider, 2023). 
3. Net profit margin
By looking into the the net profit margin, one can see that, in the year 2020, the net profit amounts to 366 and 6441, compared to the total revenue. On the other hand, the poverty levels of rural and urban communities for the years 2006 and 2021 are 431 and 6738 respectively. In 2020, there is predicted to be 5.68 billion.In 2021 was 6.40 (Nariswari and Nugraha, 2020). 
4. Asset turnover
The ratio between revenue the average balance sheet shown as 1.28 indicates 2020. Nevertheless, asset turnover ratio in the year 2021 was recorded as 0.68. The company is showing clearly its bad state than last year (techtarget, 2023). 
5. Earning per share
The conclusion of the analysis, brings to notice that in the process of dividing the revenue by the amount of total cost it is estimated that the earnings per share for the year 2020 was 2.44. Conversely, in the year 2021has been forecasted to be at 1.44 (Arsal, 2021). 
6. Stock holding days
In the process of the review, it is discovered that in 2020 this number was 77.69. For 2021 is the opposite of this. The stock holding days were at 2021 as 79.88. this should be kept in mind and every possible effort should be made to have as few holding days as possible (Duz et al, 2021).  
7. Debtor collection period
As for the analysis, in 2020, 72.93 states the observed value. In 2021, it is reached to 67.66% of it. Split the debtor figure with years' credit sales figure and multiply by 365 will answer. A shorter debtor collection period is the best. So the company is in a stronger situation (Warren et al, 2020). 
8. Current ratio
In the year 2020, the current ratio is observed as 0.77. On the contrary, this ratio in 2021 has stood at 0.92. The company is increasing their current ratio (Freshbooks, 2023). 
9. Gearing ratio
In the analysis, it is observed that, in 2020, the gearing ratio is 1.418. However, in 2021 it was 1421 years. A higher gearing ratio is better. The company does not change much in the gearing ratio (Landroverparamus, 2023).
10. Interest cover
From the analysis, it was revealed that it was 3.86 in 2020. On the contrary, in 2021 it was 3.56. A high-rated interest coverage is better (seekingalpha, 2023). 
[bookmark: _heading=h.17dp8vu]Conclusion 
This question was determined by constructing the income statement and the statement of the financial position of Wales plc company. The adjustments were also incorporated in the task completion. Now, the discussion about the financial position of the given company is considered finished. Ratio analysis was used to complete this discussion, which pays attention to the provided details of the business. 
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