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[bookmark: _Toc119790254]Introduction
Accounting makes it simpler to keep records of and evaluate the effect of firm activities, giving relevant information for making decisions by a range of stakeholders. Accounting also facilitates the process of keeping track of and evaluating financial information. This report's objective is to present management with a complete collection of financial statements again for conditions that have been defined so that they have something solid to make their choices on (Subramanyam, 2017). The concept of cost accounting is analysed in this research, and the topics covered include its behaviour, nature, and purpose, as well as how it may be used for commercial transactions and what its nature is. A number of the principles of bookkeeping as well as the implementation of accounting systems for the purpose of keeping track of a company's transactions are also discussed. The report comprises not only a review of the company's financial records but also the creation of such statements from raw data as well as business operations that are both typical and exceptional.
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[bookmark: _Toc119790257]A. The income statement and financial positions of Wales plc 
Wales Plc
31st December 2021
Income Statement
	Particular
	       Pound
	       Pound

	Sales
Add: Credit sales
Less: Cost of sales
Gross profit
Less: Operating Expenses
Administration Expenses
Directors remuneration
Distribution cost
Owed sales commission
Total operating expenses
Operating profit
Non-operating expenses
Interest on Debentures 
Profit before taxation
Tax expense for the year
Net Profit
	




30,000
          5,000
         28,000
          3,000 
                
          

         
        
	800,000
980
(578,650)
222,330





(66,000)
156,330

8,000
148,330
100,000
48,330






Wales Plc
31st December 2021
Retained Earnings Statement
	Particular
	         Pound
	      Pound

	Retained earnings 1st Jan 2021
Add: Net Income

Less: Corporate tax
Ordinary dividend paid
Dividend paid
	132,000
56,625

100,000
30,000
30,000

	

188,625

160,000
28,625




Wales Plc
31st December 2021
Statement of financial position
	Particular
	Pound
	Pound

	Non-current assets
Plant & Equipment
Debentures
Total non-current assets
Current assets 
Trade receivable
Add: credit sales
Cash and Bank
Ending Stock
Total current assets
Total assets
Liabilities & Equity 
Current Liabilities
4% debentures
Trade payable
Commission payable
Total current liabilities
Non-current liabilities
Corporation tax
Total liabilities
Shareholder’s equity
Ordinary shares
10% £1 preference shares
Total shares
Retained earnings
Beginning retained earnings
Add: net income 
Less: ordinary dividend paid
Less: preferences dividend paid
Retained earnings
Total shareholder’s equity

Total liabilities and shareholder’s equity
	
1,250,000
   200,000


170,125
   980
176,250
430,600




8,000
188,625
3,000





1,000,000
400,000
1,400,000

      132,000
45,350
20,000
40,000
      117,350

	


1,450,000





777,955
2,227,955





199,625

100,000
299,625










1,517,350

1,816,975



[bookmark: _Toc119790258]B. Why does the statement of financial position balance?
The numbers on an income statement should cancel out. The concept of a "balance sheet" is predicated on the equality of assets to liabilities and equity to owners. Things like property and cash on hand may be included as assets on an income statement (Alvarez, 2018). A company's liabilities consist of its financial obligations to other parties, such as taxation, payables, wages, and loans. The retained profits as well as shareholder capital are shown in the stockholders' Equity section. Assets must be equal to both liabilities and equity for the financial statement to be in proper order.
A simpler example, like spending £10,000 on a vehicle, helps illustrate the interplay between assets, liabilities, and equity. It's possible that you would borrow £5,000 and spend £5,000 of your own cash to make the transaction. Total assets are £10,000; debt is £5,000; equity is £5,000. Assets here are defined as the sum of debt and equity.
The accounting concept of double entry is the primary reason why a balance sheet should always balance. All activities are processed in at least one or two accounts to ensure accuracy and consistency in the accounting information system (Wild, 2020).
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(a) ROCE = 
=
=10.22%

(b) ROE = x100%
= x100
= 19%

(c) Earnings per share = 
= 
= 7.32 shares

(d) Assets Net profit margin = ×100
= ×100
= 5.68%

(e) Assets turnover = 
= 
= .44 times

(f) Stock holding days = 
= 
= 77.69 days

(g) Debtors collection period = ×365
= 
= 72.93 days

(h) Current ratio = 
= 
= .77 or 1: .77

(i) Gearing ratio = ×100
= ×100
= 58.64%

(j) Interest Cover = 
= 
= 3.97
[bookmark: _Toc119790261]Financial Statement Analysis For 2021
(a) ROCE = 
=
=11.71%

(b) ROE = x100
= x100
=21%

(c) Earnings per share = 
= 
=8.67 or 9 shares

(d) Assets Net profit margin = ×100
= ×100
= 6.39%
(e) Assets turnover = 
= 
= .45 times

(f) Stock holding days = 
= 
= 79.88 days

(g) Debtors collection period = ×365
= x365
= 67.66 days

(h) Current ratio = 
= 
= .91 or 1: .91

(i) Gearing ratio = ×100
= ×100
= 57.25%

(j) Interest Cover = 
= 
= 3.74
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B. Description the Sweets plc financial statements and the ratios to make the decision
A) ROCE: Earnings before interest as well as taxes are used together with capital used to determine a return on investment. It's another name for operational income and it shows how much money a business makes from its core activities after deducting the cost of doing business and any taxes or interest payments. It's clear that Sweets plc's ROIC for 2020 is 10.22% and that it will improve to 11.71 % in 2021. When the return on capital employed (ROCE) is high, more money is reinvested to grow the business and increase shareholder returns. The reinvestment of profits generates a greater return on capital and increases earnings per share. Therefore, a high return on average capital employed (ROCE) is indicative of a prosperous expanding business (Blokland, 2019).
B) ROE: A company's Return on Capital (ROE) is its net profit divided by the total amount of capital investment made by shareholders. The return on equity (ROE) statistic is a valuable tool for evaluating a management team's efficiency in allocating capital and in generating value for shareholders. The return on equity for Sweets Plc was 7.32 in 2020 and 8.67 in 2021, an increase of 9 shares. A greater return on equity percentage is preferable for a business (Epstein, 2018). A greater ratio suggests that the firm is more productive in turning its resources into cash. Similarly, if a company's return on equity (ROE) rises over time, it's becoming more efficient. Since Sweet plc's return on equity (ROE) has been on the rise, 2021 is set to be the company's finest year yet.
C) Earnings per Share: When determining a company's EPS, the operating earnings of the business are divided by the entire number of common shares that are currently in circulation (Foster, 2019). Earnings per share, sometimes known as EPS, is a standard method for determining the profitability of a business and, therefore, its value. The rise in earnings per share (EPS) for Sweets Plc in 2020 was 370%, and it is anticipated to be 372% in 2021.
D) Assets Net profit margin: The bottom line may be calculated by deducting the operational expenses from the total revenue from sales. When you compute the profit margin, the result is always expressed as a percentage. Earnings expressed in terms of a certain currency are referred to as revenue. The growth rate that is projected for Sweets Plc in 2021 is 13.52%, which is an increase from 2020's growth rate of 5.68%.
E) Assets turnover: The ratio of asset turnover is a useful metric for determining how efficiently a corporation puts its assets to work in order to create profits. On a yearly, very year pared to the total assets of the company (Yorston, 2021). Consequently, the ratio of inventory turnover may be calculated by dividing the total sales income or sales by the average value of all the assets in the company. In 2020, the turnover of assets for Sweet Plc was.44 times, and it is anticipated that this number would rise to 1.1 times in 2021.
F) Stock holding days: The Inventory Holding Period ratio indicates the time period of selling that a firm or organisation keeps its inventory before distributing it. This may be done by comparing the ratio's values to one another. It offers a rough estimation of the number of days that will be necessary for the industry's inventory to be replenished. The number of days that investors held onto Sweet Plc stock in 2020 was 77.69, and that number is expected to increase to 79.88 in 2021.
G) Debtors collection period: Accounting uses a term known as the Debtor Collection Period to refer to the amount of time that, on average, must pass before trade debts may be recouped. The more condensed the time period, the higher the output per unit of time. It's possible that the corporation will compare the real length of the collection process to the hypothetical credit term. In the year 2020, the Debtor’s Accounts Receivable for Sweet Plc was 72.73 months, however, in the year 2021, it will be 67.66 months (Hoffman, 2019).
H) Current ratio: Being Aware of the Current Proportion That Exists The current ratio is an indicator of how successfully a firm can meet its short-term as well as current commitments, such as its loans and payables, with its comparatively short or sustainable resources, including its receivables, inventory, and cash. In the year 2020, the current ratio for Sweet Plc was 0.77:1, and it is anticipated that it would reach 0.91:1 in the year 2021.
I) Gearing ratio: The word "gearing ratio" refers to a large collection of financial ratios which thus quantify the connection between a company's equity as well as its debt (Mink, 2020). This category of ratios is known as the "gearing ratio family." Another factor that might be considered when calculating net gearing seems to be the debt-to-equity ratio. In the year 2020, Sweet Plc had a gearing ratio of 58.64%, and the following year, in 2021, it is expected to reach 133.97%.
J) Interest Cover: Analysts examine a firm's interest income in order to establish whether or not the company is capable of paying the interest on its loan (Stice, 2018). To calculate a company's interest expenditure, the net income before taxes and interest are deducted is divided by the total amount of interest paid over a specific amount of time. In the year 2020, the ratio of interest coverage for Sweet Plc was 3.97, which is anticipated to drop to 3.74 in the year 2021.

[bookmark: _Toc119790263]Conclusion
In this, we covered some of the essentials of becoming an accountant. We determined the accounting financial situation in addition to the Income statement using our calculations. After that, there is a discussion on the balanced scorecard of the second section as well as the choice that the firm has already taken.
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