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According to the present business operational approaches the financial statement is used to present the significant financial operations related to the business transactions during the present financial year.  For the same prospects the application of ratio analysis is conducted for the primary approach of evaluating the present business financial condition positively compared with the previous year initial condition.  
[bookmark: _Toc46492908]Question 1 Answer
The financial statement of a business is generally applied for presenting with significant financial details that generally include in the current accounting period. For the primary approach of maintaining such statements the accountant needs to follow some basic guidelines in accordance with the accounting provisions that are provided by Generally Accepted Accounting Principles or GAAP and IFRS (Karaawy and Baaj, 2018). 

Preparing Income Statement for Wales PLC with business Trial Balances information
In the Books of Wales PLC
Income statement
For the period ended 31-12-19
	Particulars
	Note
	Amount (‘000)
	Amount
(‘000)

	 
	 
	 
	 

	Sales or Revenues
	 
	 
	30300

	Less: Cost of sales
	WN 1
	 
	18780

	Gross profit
	 
	 
	11520

	Distribution expenses
	 
	2160
	 

	Administrative expenses
	WN 2
	3905
	 

	Total operating cost
	 
	 
	6065

	Operating profit
	 
	 
	5455

	12% Debenture interest
	WN 3
	480
	 

	Bad debt
	 
	240
	 

	Income Tax Payable 
	 
	1600
	 

	 
	 
	 
	2320

	Net profit
	 
	 
	3135



Significant working Notes according to business income statement 
Working Note 1: Calculating Cost of sales for Wales PLC
	Particulars
	Amount (‘000)

	Cost of sales
	16220

	Add: Depreciation on Plant 
	2560

	Total Cost of sales
	18780



** Generally, according to the concept of accounting principles or IFRS the value of depreciation or amortisation related to any capital Assets of business are generally not adjusted along with the cost of sales volume. However, in accordance with the present assignment structure, the overall volume of depreciation on plant value is adjusted along with the cost of goods sold for business regulations (Al Karaawy and Al Baaj, 2018). 

Working Note 2: Calculating of Administrative expenses 
	Particulars
	Amount (‘000)

	Administrative expenses
	2920

	Add: Depreciation on building
	320

	Add: Outstanding insurance fees
	500

	Add: Provision for bad debt
	165

	Total Administrative expenses
	3905



** According to the concept of general accounting principles and Standards, the overall volume of business depreciation and office oriented expenses are generally recognised as a part of business administrator expenses and also consists under administrative expenses head in case of presenting income statements of a business. 

Working Note 3: Calculating 12% business debenture interest 
	Particulars
	Amount (‘000)

	12% Debenture interest
	240

	Add: Outstanding (4000*12%)
	240

	Total debenture interest
	480



Computing Retained earnings of business 
In the Books of Wales PLC
Retained Earnings Account
For the period ended 31-12-19
	Particulars
	Amount (‘000)

	Retained profit as on 01-01-19
	8380

	Add: Net profit of business
	3135

	Add: Appreciation of business Land
	5000

	Total balance
	16515

	Less: Dividend Paid
	560

	Retained profit as on 31-12-19
	15955



** According to the general accounting concept and financial statement format the net profit of business that generally incurred are adjusted along with the retained profit value of the previous year. In accordance with the present scenario, the appreciated value of land is also recognised as a revalue figure of businesses and it is also adjusted with such a profit account positively. 



Computing Balance sheet of the business in accordance with business Trial Balances 
In the Books of Wales PLC
Balance sheet 
For the period ended 31-12-19
	Particulars
	Note
	Amount
	Amount

	Non-current assets
	 
	 
	 

	Land of business
	WN 4
	20000
	 

	Building of business
	WN 5
	11420
	 

	Plant of business
	WN 6
	18080
	 

	Total non-current assets
	 
	 
	49500

	 
	 
	 
	 

	Current assets
	 
	 
	 

	Trade Receivables 
	WN 7
	8075
	 

	Inventories at 31-12-19
	 
	3120
	 

	Bank
	 
	320
	 

	Total Current assets
	 
	 
	11515

	Total Assets of Business
	 
	 
	61015

	 
	 
	 
	 

	Current Liabilities 
	 
	 
	 

	Trade Payable
	 
	4480
	 

	Outstanding Insurances
	 
	500
	 

	Income tax payable
	 
	1600
	 

	Total current assets
	 
	 
	6580

	 
	 
	 
	 

	Secured Liabilities 
	 
	 
	 

	12% debentures 2024
	 
	4000
	 

	Add: Debenture interest
	 
	480
	 

	Total Secured liabilities
	 
	 
	4480

	 
	 
	 
	 

	Equity Capital
	 
	 
	 

	Ordinary shares @£1
	 
	29000
	 

	Retained profit on 31-12-19
	 
	15955
	 

	Share premium
	 
	5000
	 

	Total Business equity capital
	 
	 
	49955

	Total Liabilities of Business
	 
	 
	61015



Working Note 4: Calculation of present value for business Land 
	Particulars
	Amount

	Land at cost
	15000

	Add: Revaluation or appreciation of assets
	5000

	Actual volume of business Land
	20000



Working Note 5: Calculation of present value for business building 
	Particulars
	Amount

	Building at cost
	16000

	Less: Buildings accumulated depreciation
	4260

	Written down value
	11740

	Less: Present depreciation (16000*2%)
	320

	Actual value of Building
	11420




Working Note 6: Calculation of present value for business Plant 
	Particulars
	Amount

	Plant at cost
	25600

	Less: Plant accumulated depreciation
	4960

	Written down value
	20640

	Less: Present depreciation (25600*10%)
	2560

	Actual value of Plant
	18080



Working Note 7: Calculation of present value for business Trade receivables 
	Particulars
	Amount

	Trade Receivables 
	8240

	Less: Provision for bad debt (8240*2%)
	165

	Net Trade receivables
	8075



[bookmark: _Toc46492909]Question 2 Answer
a. In accordance with the present operational structure of an organisation, the financial statements are generally used to present significant details of every relevant financial transaction positively. With the maintenance of proper financial statements, the management is basically applied to recognise the growth structure and financial approaches of business during the present financial period. Generally, before investing in any organisation the stakeholders are used to consult financial statements in order to decide or realise whether it will be a beneficial investment or not (Karaömer and Özbirecikli, 2019). According to the general concept of accounting for the primary purpose of such evaluation of financial condition most of the evaluators are used to analyse the ratio analysis more efficiently. Through the proper computation of business financial ratios evaluators of the business can significantly realise the present volume of business opportunities and growth structures including the significance of strategic implementation more efficiently. 
According to the present assignment requisition, the significant financial details of Jerry PLC has been provided and in accordance with such statements in the ratio analysis has been computed by the evaluators of business for the primary approach of recognising efficient growth structure during the two different financial years (OZEVİN, 2020). Here, mainly the present financial year 2019 and previous period 2018’s ratios are computed for recognising the probable impact of business performances efficiently. Some of those ratios are computed in below; 

1. Calculation of Return on capital employed (ROCE)
Formula:  ROCE = (Profit before interest / assets employed)  x 100 %
Where Assets employed = total assets less current liabilities
	
	2018
	2019

	Profit before interest 
	29.7
	23

	Total assets less current liabilities
	293.8 – 148.4 = 145.4
	286.1 - 151= 135.1

	Ratio
	20.42 %
	17.02 %



2. Calculation of Return on equity 
Formula= (Profit after tax / Equity capital) X 100%
	
	2018
	2019

	Net profit after tax
	18.30
	12.90

	Equity Capital 
	80.3
	93.2

	Ratio
	22.79%
	13.84%



3. Calculation of Earnings per share (EPS) 
Formula= Net profit after tax / No of equity shares 
	
	2018
	2019

	Net profit after tax
	18.30
	12.90

	Equity Capital 
	17.80
	17.80

	EPS
	£ 1.02
	£ 0.72



4. Calculation of Gross profit margin	
Formula= (Gross profit / Revenues ) x 100 %
	
	2018
	2019

	Gross profit
	186.90
	191.80

	Revenues 
	486.80
	501.30

	Ratio
	38.40 %
	38.26 %



5. Calculation of Assets Turnover ratio
Formula= Revenues / Total assets 
	
	2018
	2019

	Revenues
	486.80
	501.30

	Total assets
	293.80
	286.10

	Ratio
	1.66
	1.75



6. Calculation of Stock holding period
Formula= (Inventories / Cost of sales) *365 days 
	
	2018
	2019

	Inventories
	41.10
	38.80

	Cost of sales
	299.90
	309.50

	Ratio
	50 days
	46 days



7. Calculation of Debtors collection period
Formula= (Trade receivables / Revenues) *365 days 
	
	2018
	2019

	Trade receivables
	114.70
	114.90

	Revenues
	486.80
	501.30

	Ratio
	86 days
	83 days



8. Calculation of Current ratio
Formula= (Current assets / Current Liabilities) 
	
	2018
	2019

	Current assets
	156.50
	153.90

	Current Liabilities
	148.40
	151.00

	Ratio
	1.05
	1.01



9. Calculation of gearing ratio 
Formula = (Total Debts / Equity capital of business ) x 100 %
	
	2018
	2019

	Fixed interest bearing funds
	65.10
	41.90

	Equity capital of business 
	80.3
	93.2

	Ratio
	81% 
	45%



10. Calculation of Interest cover ratio 
Formula= Profit before interest / Interest charges
	
	2018
	2019

	Profit before interest 
	29.7
	23

	Interest charges
	3.50
	0.20

	Ratio
	8.48
	115



b. Enumerations of present business financial performances in accordance with the computed business financial ratios.
In accordance with the present operational structure of Jerry PLC, the significant financial growths of the business are enumerated during two different financial periods in below; 
A satisfactory return on capital employed is utilised by numerous financial specialists as it is one of the significant reasons why individuals decide to put their cash in a business. Therefore, this is a significant proportion (Wood and Sangster, 2012, p.395). According to the general accounting concepts this particular ratio has been completed with the basic intentions of realising the actual volume of business written in accordance with the present equity capital and liability volume (Yudawisastraet al. 2018). With the proper evaluation of such ratios the management can positively recognise whether in the present operational approaches of the business is providing an efficient volume of business return or not. According to the present computation the organisation provided 20.42 % return in the year 2018 where in the present financial year it was reduced to 17.02 %. Generally, a significant reduction of around 3.4 % can be noticed in the present financial year compared with the earlier statement. In the present scenario the management of the organisations should restructure their profitability policy in order to generate sufficient volume of business return along with the comparison of business equity capital and liability volume. 
Return on equity: In accordance with the concept of return on capital employed, the return on equity ratio is basically used to present the same ratio structure with providing a significant comparison of present business return along with the actual equity capital volume. According to the present operational approaches with the proper utilisation of such ratio management can significantly realise the actual business operational return on behalf of the equity structure of business (Pinto, 2020). According to the general computation in the financial year 2018 the organisation is capable of providing a return of 22.79% where in the present financial year it was decreased to 13.84%. As a result of positive reduction of around 8.95% can significantly be noticed compared with the present financial statement, which implies in the present financial period the organisation is significantly growing on behalf of the return of equity structure. 
Earnings per share: Like the concepts of return on equity, this particular ratio is also used to present the significant growth of business return or business earnings on behalf of stakeholders. Alternatively, with the application of such ratio the investors of a business can positively recognise whether they are gaining efficient volume of return or not and the present market capitalisation structure of the business is presenting any efficient position or not (McEnroe and Mindak, 2020). According to the present financial condition of this particular business establishment in the financial period 2018 the overall EPS was £1.02, while in the present financial year has decreased to £0.72. 
Gross profit margin: According to the general concept of business accounting and principles this particular ratio is applied for recognising the overall business profit earning capacity on behalf of business manufacturing aspects. Generally, the volume of revenues that are encouraged by the business is deducted from the cost of goods sold for presenting the current gross profit structure of the business (Bionda and Mahdar, 2017). For the primary purpose of recognising such growth the revenues are divided from this gross profit efficiently according to the general accounting principles. According to such computation in the financial year 2018 the gross profitability position of the business is providing 38.40% while in the present financial year it was 38.26%. A significant reduction of 0.14% is noticed in the present financial year that is influencing the enhancement of present business expenditure volume of the business compared with the revenue structure positively. 
Assets Turnover ratio: In accordance with the present operational approach of business  with the proper application of this particular ratio the management can positively realise whether the present value of business is compatible for providing an efficient volume of business or not (Sunjoko and ARILYN, 2016). In the case of this particular business organisation in the financial period 2018 the volume of such ratio was 1.66, while in the present financial year it was increased to 1.75. It basically implies that compared with the business assets enhancement, a significant growth is also noticed related to business operational structure which is basically recognising the efficient operational approaches of business positively. 
Stock holding period: According to the general concept of business accounting with the proper application of this ratio the evaluators of the business are completed to recognise whether the present availability of stock is presenting the official position for conducting the overall manufacturing process efficiently or not (Munir, 2018). If such volume is decreased therefore it is recognised that the organisation may not be compatible to conduct the manufacturing process positively due to the lack of availability of business stock sources. 
Debtors collection period: With the proper computation of this particular ratio the evaluators of the business are positively organised whether the present collective policy of the business relating to collection of outstanding amount from debtors account is beneficial for the business or not. According to the present computation in the case of this organisation in the financial year 2018 such volume was 86 days, while in the present financial year it was decreased to 83 days. It basically implies that in the present financial year the overall collective strategy of the business has been significantly altered and it can positively collect the due amount from their debtors efficiently. 
Current ratio: According to the general accounting Principles the concept of Ideal current ratio is presenting the volume of 2:1, where the total current asset volume is comparatively higher compared with the current liabilities structure (Öztürk and Karabulut, 2018). In accordance with the present computation it was noticed that in the present financial year the overall current ratio position of the company is 1.01, while in the previous year it was 1.05. From the above computation it can be considered that the current liquidity position of the company is not in a stable order and it's required to be restructured for efficient business liquidity maintenance. 
In the present scenario, the management of the business establishment is required to structure their present financial condition positively including the operational approach also another to enhance the present capacity efficiently so that it cannot face any kind of financial burdens and hindrances further. 
[bookmark: _Toc46492910]Question 3 Answer
a. Three different users of financial statement according to business performances
According to Wood and Sangster (2011, p. 113), financial statements ought to give data about the financial position, performance and changes in the budgetary position of an organisation that is helpful to a large scale of users for the process of decision making.  In accordance with the present business performing structure the application of financial statements are mainly applied by such the authorities who are involved along with the business processing directly or indirectly.  Some of those authorities or people are discussed in below; 
Business shareholders: Generally, the shareholders are recognised as the owner of a business who has a certain percentage of interest over the business operation. With the proper presentation of financial statements generally the managerial activities are used to present significant details of present financial condition to the shareholders with the basic intentions of recognising the present capacities and operational structure towards them. In accordance with the operational approach the financial statement is generally applied to present the current financial condition of the business in order to conduct operational activities positively and with such financial evaluation the management of the organisation is used to present the significant financial approaches towards every potential stakeholder (Drake et al. 2017). 
Government: In accordance with the basic approach of maintaining the nation's tax position, the government used to access some of the relevant and established business concerns’ financial position in order to recognise whether any kind of text avoidances are occurring or not. Along with such, for recognising whether the organisation is engaged along with any illegal activity or not, generally, the present financial statements are used to access by such government positively also. 
Suppliers of business: In accordance with the basic operational approaches, whether business is competent to pay back the significant level of business supplying material amount or not, for such evaluation sometimes this supplier of the business is also used to access most of the financial documents of a business concern. As the financial statement is the only way to recognise the financial condition of a company for that reason it is applied for efficient business performance recognition purposes (Robinson, 2020). 
b. Basic advantages and disadvantages of regulated financial reporting 
Advantages of financial report: 
Maintain Framework: With the proper maintenance of regulated financial framework, the management of the business can positively provide significant details of each and every financial transaction that generally include in the present financial period. 
Tax benefits: In accordance with the present operational approaches with the maintenance of proper reporting structure along with standard accounting principles the management can efficiently present the current financial condition in order to get some Tax advantages (Evanaet al, 2019). 
Disadvantages: 
Complex structures: With the application of some regulated financial reporting structure generally the management can face the issues related to Complex financial position presentations towards the business stakeholders for realising the actual growth of business conditions. 
Easily manipulated: The financial statements of a business can be easily manipulated by the potential managers or authority of the business for the primary approach of deriving their personal benefits. 
c. Significant limitation of business financial statement 
Historical costing approaches: With the application of such financial position the organisation is generally used to provide the historical cost of any asset value which is incompetent realise the written down value structure of business as a positively. Therefore, considering the fact that transactions are originally documented with the price initially purchased and some may change over time, the information offered can be misleading. 
Manipulated by authorities: This type of statement can easily be manipulated by any potential authority as a result the proper financial condition of the business may not present positively.
Non-significant to nonmonetary impacts: During the presentation of financial statements, generally the nonmonetary aspects of business are ignored which sometimes create a significant impact over the financial condition of business performances.
[bookmark: _Toc46492911]Conclusions 
On behalf of our discussions relating to this particular report, the application of financial statements basically provides significant financial details of the business performances during the present financial period. Follow the same consequences with the proper utilisation of financial ratio analysis the authorities and decision makers of the business can significantly recognise the present operational approaches and business capacities of the organisation more efficiently.
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