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[bookmark: _v70bxjeucfb9][bookmark: _Toc120611666]A. Determine the financial position and income statement 
Balance sheet
	In the books of Wales plc

	Balance sheet

	For the year ended 31st December 2021

	Particulars
	Amount

	“Current assets”
	 

	Cash and cash equivalent
	 £         176,250

	Inventory
	 £         430,600

	Trade receivable
	 £         170,125

	“Total current assets”
	 £         776,975

	“Non-current assets”
	 

	Plant and equipment
	 £      1,250,000

	“Total non-current assets”
	 £      1,250,000

	Total assets
	 £      2,026,975

	“Current liabilities”
	 

	Trade payable
	 £         188,625

	Tax
	 £         100,000

	“Sales commission”
	 £             3,000

	“Total current liabilities”
	 £         291,625

	“Non-current liabilities”
	 

	“Long term borrowings”
	 £         200,000

	Debts
	 £            	980

	“Total non-current liabilities”
	 £         200,980

	“Total liabilities”
	 £         492,605

	“Equity and liabilities”
	 

	“Preference share”
	 £         400,000

	“Ordinary shares”
	 £      1,000,000

	“Retained earnings”
	 £         134,370

	“Total equity and liabilities”
	 £      2,026,975


Table 1: Calculation of Balance sheet
(Source: Self-developed)
As per the basis of above table 1, it is mentioned the £ 2,026,975 in the balancing for both liabilities and equity. The assets mentioned in the good position are £ 2,026,975 and the balance sheet value has indicated with financial health position. It gives a better management position in showing the time and provided better interest with its providing parties related to the financial position of the organization (Levy ska et al. 2020, p.5). The company’s total assets are mentioned at the value of £ 2,026,975 and the total liability is mentioned at £ 492,605. However, the company’s assets value is higher than the current liabilities. The retained earnings of the organisation are mentioned at the value of £ 134,370. The main purpose of the balance sheet is to show the status of the financial business as the on-time point. The statement has shown the entity and the liabilities owning process by adding the invested amount in the equity. It provides better information aligned with the company’s assets and resources and pays off its needs in the operations (Matara, and Endian, 2018, p.7). It meets with the distribution to the organization’s owners, and the future debt obligations.
The Income statements 
[image: ]
Figure 1: Calculation of income statement
(Source: Self-developed)
As per the above-given table, there is mentioned bout the income statement helps the business owners in creating decisions on generating profits. Thus, the effect of that it reduces the costs on both and increases the sales. It has indicated an effective strategy for the organization’s business in managing the financial statement and financial position. The “Gross profit (GP)” is mentioned at the value of £ 221,350. The value of GP has shown in a positive manner. This happened because of the increasing the greater value related to the “costs of sales”. The “Net profit (NP)” of the organization has determined at a positive value of £ 2370 that is after tax. However, the profit before tax is mentioned at the value of £ 102370. The tax value given at the rate of £ 100000 stands for “Corporate tax” for the year ended 2021. The operating expenses of Wales plc stand at a value of £ 118,980. As per the view of Ihsan et al. (2021, p. 17), the net profit is the amount related to the business earning profit after deducting all expenses, tax, and interest all over a specific time period. Hence, for arriving at the value, it is required to determine the gross profit of the organization. Therefore, if the net profit value is calculated and determined in a negative position then it is called a net loss. However, the company earned profit after tax at a positive value which is a good sign for the showing better financial health position of the organization.
Along with that, the income statement is the part that is mainly aligned with preparing the financial statement with the organization. The main purpose of the income statement has provided the readers with financial information, investors, and creditors (Fatiguing, 2018, p.8). The organization achieves more profitability during the financial statement. It has mainly examined the specific strategy shortcoming and creates a suitable and accurate lead for making decisions. 
[bookmark: _4qejmddymkn][bookmark: _Toc120611667]B. Analyse the reason behind the balance of the financial position statement
The balance value of the organization has shown at £ 2,026,975 in a good manner. It happens because the data has been shown in an accurate and suitable manner. The balance sheet has balanced with equality by obtaining the total assets equal to the liabilities value with including the value of shareholder’s equity. The statement of the balance sheet shows the manageable form in the shareholder’s equity, liabilities, and also assets. The balance sheet is one of the significant financial statements using the organization’s business evaluation (Osadchy et al. 2018, p.9). Thus, with the effect of that, it provides the accurate and suitable organization’s business as one of the publication data. It helps the management in the financial position in relation to the organization’s performance. It has completed its providing the management with thinking about the organization's performance. It has completely with prodigy better decision making suitable management related to the organization’s policy. 
The financial position helps the organization’s management in thinking about the organization’s performance. It has been completed by providing better management in the way of managing suitable and accurate financial policies in the company. It has completed with making decisions on accurate and suitable policies for making the better decision for the organisation. It is most significant for the financial statement of the organization in using the income statement. It shows the ability of the organization’s business in generating profit (Fridson, and Alvarez, 2022, p.6). It analyses the position of businesses in financial stability and also shows the potential risks in managing the balance sheet users. The organization’s liabilities owes such as salaries, debts, taxes, and payables. The shareholders of equity section indicators the organization’s retained earnings which is also the contribution of capital to its shareholder. Therefore, for example, it can be shown the major part by adding the total balance sheet and assets should be met with equal to its liabilities and shareholder’s equity. 
The company has earned net profit at a specific time period by adding the income and subtracting the expenses. It serves as the showing the better potential indicator related to operational success (Cho et al. 2019, p.13). The owners of businesses have shown better investors, financial examine also utilize the financial metrics for assessing the organization’s financial health. The net profit of the organization is also known as the net income, also the net earnings value with the bottom line. It shows the company’s financial standing after the organization’s expenses have paid the total sales value. It account has shown the firm’s financial transactions firm instead of showing the tax payment. Hence, on the basis of the fundamental concept, business owners can ignore the miscalculation and are also capable to develop financial strategies (Alexander, 2018, p.10). Additionally, the surplus earnings left with the organization after deducting the taxes, interest and also the operating taxes in the net profit under the purview. 
It is important to carry useful information in managing the company’s financial health which assists the organization in making the investment decision on economics. They have highlighted the areas of the organization in providing the “return on investment (ROI)”. Hence, while in the income statement funds are recording flows in or out with the all-over time period organizations. The consolidated income statement and balance sheet have shown the organization’s business performance insights at its specific time. Alternatively, the company’s balance sheet has indicated that the company owns the assets and liabilities on the differentiating the two equity of stockholders. It has indicated the differentiation in showing the stake book value of the organisation (Robinson, 2020, p.2). It has shown the balance sheet because of showing both sides with a balance equation by adding the stockholder's equity. 
[bookmark: _x128eaptec4p][bookmark: _Toc120611668]Question 2
[bookmark: _z0mtvpa97l13][bookmark: _Toc120611669]A. Calculation of the below-mentioned ratios
1
	Sweets plc

	Particulars
	2021
	2020

	 
	Amount (£m)
	Amount (£m)

	EBIT "Earnings before interest and tax"
	620
	539

	Total assets
	9736
	10087

	“Total current liabilities”
	2511
	3046

	ROCE
	0.09
	0.08

	“ROCE= {EBIT/ (Total assets-total current liabilities)}”


Table 2: Identification of ROCE
(Source: Self-developed)
It shows the profitability ratio that assists in identifying about the company if it will be capable in creating the profit. It has can be seen that the ROCE is slightly enhanced in the current year. It means the organization has the capability to generate profit using capital (Ali and Oudat, 2021, p.5).
2.
	Sweets plc

	Particulars
	2021
	2020

	 
	Amount (£m)
	Amount (£m)

	“Net income”
	431
	366

	“Shareholders' equity”
	3088
	2912

	ROE
	0.14
	0.13

	“ROE= (Net income/shareholder's equity)”


Table 3: Identification of ROE
(Source: Self-developed)
It helps the organization in determining the organization’s net income with dividing the shareholder’s equity. The value has shown at 0.13 times in the year 2020 enhances in 2021 is 0.14 times. The ROE enhance because of an increase in equity and net profit. It indicates about creating profit capability is good. 
3.
	Sweets plc

	Particulars
	2021
	2020

	 
	Amount (£m)
	Amount (£m)

	Net income
	431
	366

	“Dividend payment”
	255
	242

	“Weighted average shares outstanding”
	1071
	1071

	EPS "Earning per share"
	0.16
	0.12

	“EPS= (Net income-dividend payment/weighted average shares outstanding)”


Table 4: Calculation of EPS
(Source: Self-Created)
It is important for the company in making the differentiation between the company’s promising performances. It helps in taking the most suitable and accurate investment option (Al-Dour et al. 2021, p.6). The EPS is direct in differentiating the financial standing of the organization in all over the years. The EPS value is directly related to differentiating the financial standing. The EPS value has enhanced in the year 2021 which means it has sufficient profit to pay its shareholders. Hence, for example, the company might increase its dividends as earnings increase in a specific time period.
4.
	Sweets plc

	Particulars
	2021
	2020

	 
	Amount (£m)
	Amount (£m)

	Net profit
	431
	366

	Revenue
	6738
	6441

	NPM "Net profit margin"
	6%
	6%

	“NPM= (Net profit*100/Revenue)”


Table 5: Identification of NPM
(Source: Self-created)
It mainly measures the organization efficiency in achieving the creating profit with selling products and services. The study aims at managing the company’s NPM “(Net profit*100/sales)” and shows stability for both years at a 6% value. It suggested that it needs for enhancing revenue growth and decrease the expenses value so that net profit may be improved for the company. 
5
	Sweets plc

	Particulars
	2021
	2020

	 
	Amount (£m)
	Amount (£m)

	Net sales
	6738
	6441

	“Average total assets”
	9736
	10087

	“Assets turnover (AT)”
	0.69
	0.64

	“AT= (Net sales/Average total assets)”


Table 7: Calculation of AT
(Source: Self-created)
It is important for the company’s efficiency for deploying the producing the assets through sales (Devi et al. 2022, p.9). The AT can be determined for measuring the performance in managing the performance. It can be indicated with AT value for slightly enhancement in 2021 that “0.69 times from 0.64 times”. It indicates a better position by managing the revenue from the assets.  
6.
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Figure 2: Calculation of SHP
(Source: Self-created)
It provides better organizational insights by showing the funds connected with an inventory. They have realized on the sales value with holding the period depends on the business industry. The value diminishes in the mentioned the year 2021 due to “higher inventory or weak sales”. It could be referred to issues with taking the marketing, with the strategy of retail chain merchandising. 
7
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Figure 3: Calculation of Debtor’s days
(Source: Self-created)
It is major for the measuring process of the organization’s efficiency in collecting the debt value. The study aimed the using the formula “(Receivable/ net sales) *365”. The above figure has shown the DCP value reduces from 73 to 68 in the current year. It has based on the taken data the company enhanced more efficiently gathering money within a specific time. Along with that, it enhanced sales which have been suggested in the paper for developing the debtor's days.
8.
	Sweets plc

	Particulars
	2021
	2020

	 
	Amount (£m)
	Amount (£m)

	“Current assets”
	2303
	2355

	“Current liabilities”
	2511
	3046

	CR
	0.92
	0.77

	“Current ratios (CR) = Current assets/ current liabilities”


Table 6: Identification of CR
(Source: Self-created)
It concerns about the creditors for evaluating the credit status for providing the value of short-term debts (Hawkins et al. 2020, p.12). It analyses the indicating the insights as related to the company’s operating cycle. The CR was enhanced in the year 2021 which is 0.92 times as different from 2020 which is 0.77 times. It indicates the greater CR value has the ability in changing into the assets liquidating in paying the “short-term liabilities”. 
9.
[image: ]
Figure 4: Identification of GR
(Source: Self-Created)
It is also significant for the company in determining the risk related to financing inside the company. It shows the greater position with the value of debt to equity (Lev, 2018, p.4). The GE of the organization has shown lower in 2021 which is well-signed for the company. In addition, the organization has maintained the debt value as mentioned in the current scenario. 
10.
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Figure 5: Calculations of IC
(Source: Self-created)
It assists in finding the organization’s efficiency in paying the outstanding debts. The IC stands for 2020 which is 2.98 times and 2.74 times in 2021. The data has shown it reduces the company’s capability in paying off the interest. However, the ratio value of IC is shown in a good position. It means the company can pay its lenders, creditors, and lenders in interest expenses at some times. 
[bookmark: _945v2h6vf1fz][bookmark: _Toc120611670]B. Critical use of the financial statement information for ratio calculation and analysis of the financial performance
The performance of the organization has shown in a good position as per the basis of analysing the above ratios.  There has been done various kinds of ratios such as “ROCE (Return on capital employed)”, ROE “(Return on equity)”, EPS “(Earnings per share)”, “Net profit margin, Asset turnover, Stock holding days, Debtors collection period, Current ratio, Gearing ratio, and Interest cover”. Therefore, with the effect of that, it determines the financial position of the organization. The company may need to maintain its position by altering its strategies such as maintaining the creditors, increasing sales, reducing expenses, and paying off its debts. Therefore, with the effect of that Sweet's plc can maintain its position in the competitive market and speed up its own profitability (Khullar et al. 2020, p.22). As per the basis of ratio analysis, it can be said that the performance of the organization is good. Hence, reducing the value of GE shows a better position of the organization on the lower value of debts. 
It shows that the company has paid off its debts by using capital or assets. It is important to manage the business plan in improving the business's financial position (Zhao et al. 2018, p.5). It gives advice to its professionals and recovers the value of the outstanding debt. It diminishes or also rearranges the expenses; sell the assets, with enhancing the prices with offer markdowns. However, for measuring the string financial position then it is required to measure the stable earnings, “return on equity (ROE)” and its related value as differentiated from other organizations. These are timeless shows of the company’s financial success that might be well investments (Svabova et al. 2020, p.11). The balance sheet shows the company’s financial position at the mentioned specific time. On the other hand, the income statement reports the financial information all over time that is used in finding the company’s health.
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Income statement

For the year ended 31st December 2021

Particulars [Amount __[Amount
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costs of sales £ 578,650

Gross profit £ 221350
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Operating profit
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after tax) £ 2370
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