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Introduction
This report is the illustration of how businesses evaluate their performance or value using businesses balance sheet, statement of cash flow, and income statement. In this report there is a use of various techniques which includes ratio analysis, vertical, and horizontal which help stakeholders to depict the clear picture of the working and financials of the organisation (Zhang and et.al. 2020). In the report there is two Wales Plc and Sweet Plc companies using their financials there is a broad description of this statement.



Main body
Task 1
1.) The liquidity movements statement is a financial statement that summarises the stream of cash and cash equivalents into and out of the firm over the accounting period. This statement evaluate in what manner the companies are manages their cash position (Payne,and et.al. 2020). It also complements the income statements and balance sheet. The major factors of CFS involve three areas Operating activities, investing activities, and financing activities. And to calculate these factors there are two method which is direct and indirect method. The resultant balance at the end of the period determines how much cash is available for the organisation to support its operational expenditures and repay its obligations, and the CFS is equally important to stakeholders since it informs them if a firm is in good financial standing or not.

2.) Non-current assets are things that cannot be moved because these are assets and property owned by an enterprise which are not easily regenerate into cash within a year. These assets are for long-term investment which are used by the business and are expected to aid in yield income. It includes immovable assets such as land, office properties, manufacturing plants, automobile, natural resources, some equipment, and investments such as assets funds, patents, labels etc.

3) Shareholders wants financial statements to form informed decisions about Investments in equity, majorly when the times comes to vote on corporate matters. financial statements play a vital role for shareholders to have their management to make equity measurement. Managers should only supply fiscal content to the current shareholders of companies because as it gives them the knowledge about the current statement which shows how much money a organization made and washed-out over a specific period of time. So, to make them realize about
the company and enhance the engagement of them in the working of the company.

4) No need to include prepayments and accruals on the statement of the financial position. Well, it is necessary to introduce accruals and prepayments must adjust for owed amounts and the amounts cashed that associate to other time to get the correct accusation in the statement of profit or loss (Rogošić, and Perica, 2023). for example: The payment of the bank over the year may associate to 10 months of our accountancy period but there is requirement to record the full 12 months. So, Accruals and prepayments alter in the expense account roughly the bank payments so that precisely 12 months disbursement is transcribed.

5) Regulation over financial account is the artefact and fixture of marketplace which are automatic-regulating and high-risk but avoid safety. Institutionalizing the differentiation among jeopardy and safety is the key to coming together this accusative. Situations of Risky are ambivalent but controllable.

6) Yes. It essential to balance ledger accounts and trial balance before preparing financial statements because to discover any mathematical mistake that have happen in the double entry accounting system. Trial balance is a database of the ledger accounts which includes their debit or credit balances to find the debits equal credits in the transcription activity (Fridson, and Alvarez, 2022). Set up and change trial balances help in the formulation of correct fiscal statements.


Task 2

 Income statement for Wales plc

	Particulars
	Amount

	X Revenue
	800,000.00

	Cost of sales
	578,650.00

	Gross profit
	221,350.00

	 Administrative expenses
	30,000.00

	Interest paid
	 2,000.00

	Directors’ remuneration
	5,000.00

	Distribution costs
	28,000.00

	Operating profit
	13,2000.00

	Profit before tax
	353,350.00

	Taxation
	100,000.00

	Profit for the period
	253,350.00





A commission of £3,000 is owing to salesmen and is considered in this statement of financial situation. Goods worth £980 were delivered to consumers on December 31, 2022, and this will be included in the statement of financial situation.

Wales plc's financial situation for the fiscal year ending December 31, 2022
	Assets
	

	Noncurrent assets
	

	Property and equipment
	 632,730.00

	Current assets
	

	Inventories
	 330,600.00

	Debtors
	 171105.00

	Cash and bank
	 76,250.00

	Total assets
	 1,210,685.00

	Liabilities
	

	Current liabilities
	

	Trade payable
	171,355.00

	Ordinary dividend paid
	 20000.00

	Preference dividends paid
	 30000.00

	Commission owed
	 3000.00

	Non-current liabilities
	

	4% Debentures
	 32,980.00

	Total liabilities
	 257,335.00

	Equity
	

	Ordinary shares
	 400,000.00

	Preference shares
	 300000.00

	Retained earnings
	 253350.00

	Total equity
	 953,350.00

	Total equity and liability
	1,210,685.00




Why is the financial situation statement usually balanced?

When the organization's assets are assessed, the worth of those in charge of a firm that might supply future economic performance of the organisation is figured out. Existing assets are named as either current or non-current, with the latter separated by the amount of time used during its economic life. Current assets, such as inventory and accounts receivable, can be converted to cash within a year of implementation. Assets are the abbreviations for three fundamental abstractions on a balance sheet that represent the relative amount of the total. Current assets are defined as the total worth of all assets that are reasonably expected to be converted into cash within a year and that the organisation may use to support current initiatives and pay current costs, as the term shows. In general, liabilities are assets that a business firm has because of past transactions, and the payment of liabilities results in a loss of lucrative value for the organisation. Furthermore, they are classified into two types: current liabilities and long-term obligations. Accounts payable, sometimes known as short-term debt owed to suppliers, is one example of a company's actual obligations.
Non-current liabilities are defined as the total amount owed by the organisation on its balance sheet. Non-current or long-term obligations, as opposed to current liabilities, are long-term or commitments that the firm does not take to be reimbursed within a year of the agreement (Revsine, Collins, and Johnson, 2021). The double entry accounting concept handles the information that the argument of financial position has a constructive equilibrium in the first place, and the proprietor keeps cracking records of the cash and statement written record, that can be agreeable with the argument of fiscal position of the company. The fiscal position evidence also aids businesses in supporting control of their financial resources, which is especially important in terms of their relationships with customers and suppliers. This proposition must be balanced in formulation with the help of the double-entry accounting concept to be reachable for its conscious masses.




Task 3

1- ROCE - Return on capital employed (ROCE) is a financial statistic used to assess a company's profitability and capital efficiency. To put it another way. This ratio helps to determine how healthy an organisation is in terms of generating profits from its capital and how it is used.  For example, If a organisation have a ROCE of 20% may look great in comparison to an organization with a ROCE of 10%. Nevertheless, if the benchmark of the business enterprise is 35%, both companies are considered to have a poor ROCE. The increase in the ROCE state the sweet plc is performing well from their last year.

Calculation of ROCE:
Total assets - current liabilities
Year. 2022
805/9736 − 2303 = 0.108
Year. 2021: = 0.090

2- ROE. Return on equity (ROE) measures a company's net financial gain/income divided by its shareholders' equity. ROE is a criterion of a firm's lucrativeness and how expeditiously it gives those income. High ROE state the company is healthier at converting its equity financing into profits. This ratio of 15% to 20% is commonly advised good (Hasanaj, and Kuqi, 2019). And it is considered bad when this ratio is low 5%. In the case of sweet plc ongoing in the path of good ROE.

Calculation of ROE
Net Income/ Equity
Year. 2022:
431/3088 = 0.1396

Year 2021:
366/2912 = 0.126


3- Earnings per share (EPS) is an institution's net income divided by the number of outstanding ordinary shares. EPS represents the amount of money generated by an organisation for each share of its stock and is a frequently used metric for calculating corporate value. There is no good or bad in EPS, however it is useful in comparing firms. Higher EPS are thought to assure growth and an increase in stock values. It is computed by dividing a company's net income by the number of outstanding shares, and the greater a company's EPS, the more profitable it is considered. Every quarter and in their annual results, the organisation reveals its EPS.

Calculation of EPS
Net income−preferred dividend/ number of common shares outstanding
Year. 2022
431−255/300 = 0.587

Year. 2021
366−242/300 = 0.41133

4-net profit of an organisation is the ratio of net earnings to income derived by subtracting costs from total revenue. A reasonable profit margin is 10%, while a huge profit margin is 20%. A bad margin is 5%, while a good margin is 10%.

Calculation of net profit margin
Revenue−cost/ Revenue
Year. 2022
6738 − 2698/6738 = 0.5995

Year. 2021
6441 − 2646/6441 = 0.5891

5- Asset turnover- This ratio is the of gross sales or income to average assets. This measurement aids investors to interpret how efficiently and effectively organization are exploit their assets to yield sales (Shabbir, and Wisdom, 2020). Capitalists exercise the asset turnover ratio in comparison to related organisation in the identical sector. As in the retail industry, a ratio of 2.5 or more may be considered desirable, but a firm in the inferior sector is more likely to want an asset turnover ratio between 0.25 and 0.5. As in the case of Sweet Plc, their ratio is greater than 0.5, i.e. 0.69, implying that 69 cents are created for every dollar invested. 
 
Calculation of Asset Turnover
Revenue/ Total assets
Year. 2022
6738/9736 = 0.692

Year 2021
6441/10087 = 0.639


6-Days of stock holding -Inventory Holding Period is a ratio that shows the average time in a day for which an organisation holds stock before sales. which also includes goods that are in work in progress. It proves the number of days it takes for stock to revolve in the business organization. An average stock is calculated as (Opening stock + Closing stock) / 2. The inventory holding duration is often referred to as the efficiency ratio. Experts agree that a good stock holding period is between 30 and 60 days. This will differ depending on the type of company, the size of the organisation, and other factors.




Stock holding days calculation.
Inventory/Cost of goods sold x 365.
Year. 2022
708 x 365/3235 = 80 days
Year. 2021
659 x 365/3096
=78 days


7-Debt collector period – It is known as Average collection period which state that the sum of time takes by the business to have their payments which is due by its clients in terms of account receivable (AR). Organisations use the average collecting period to ensure they have enough cash on hand to meet their financial responsibilities. (Gofwan, 2022). The period in which enterprise takes to roll up the owed money by its trade debtors. If an organisation grants one calendar month credit, then on an average, they should collect its liability within 45 days.

Debt collection period calculation
Debtors x 365/Sales turnover
Year. 2022
1249 x365/6738 = 68 Days

Year. 2021
1287 x 365/6441 = 73 days


8- Current ROE-The current ratio is also known as liquidity ratio that evaluate organization's strength to pay short-term obligations or those collectible during the time of one year. It states capitalist and experts in what order an organisation can increase the current asset on its balance sheet to fulfil its current debt. Positive current ROE lies between 1.2 to 2, that means the enterprise has 2 times more current assets compare to liabilities to covers its debts. Current ratio beneath 1 tell that the organisation unable to cover its short-term liabilities because of less liquidity in assets.

 Calculation of Current ROE
Current assets/ Current liabilities
Year. 2022
2303/2511 = 0.917

Year. 2021
2355/3046 = 0.773


9- Gearing ratio- Gearing ratios define the unit of fiscal metrics that equivalence shareholders' equity to organization debt in several manner to evaluate the organization sum of leverage and fiscal stableness (Kariyawasam, 2019. This ratio is the is a measurement of how much of a organization's dealings are capitalize using liability versus the finance accepted from investor as equity.


Calculation of Gearing ROE
Debt/ Debt+ Equity
6648/6648+9736 = 0.4156
7175/7175+10087 = 0.406

10- Interest cover- The ratio is used to evaluate position of the firm in paying the interest due on outstanding debt. Hence, a higher in this ratio points muscular financial health and the organization is more confident of meeting interest obligations.

Calculation of Interest cover
current assets−current liabilities/ inventories
Year. 2022
2303−2511/708 = -0.2937
Year. 2021
2355−3046/659 = -1.05

B) The financial performance and state of sweets plc.
Sweets PLC continues to run in the market with a high level of financial flexibility, according to the prior financial statement. In 2021, cash will be higher than it was the previous year. This shows that the firm's profitability grows with time. According to ratio analysis, an organization's equity or capital is compared to its debt in the form of gearing ratios, which assess the relationship between the two. The company has a high degree of gearing, saying that it is well-positioned to meet its commitments (Tenney, and Kalenkoski, 2019. The gross profit margin ratio is often employed by businesses to criterion their profitableness as it shows how much money they yield over what they consume on manufacturing activity. In addition, ROE is a key signal for evaluating how effectively an organization's fiscal administration team is carry off the organization's money and assets. It is convinced that the organisation growing rate has accumulated between 2021 and 2022. The organization fiscal perspective is improving. Covering of interest is also much greater in 2022 than in 2021.



Conclusion

It can be concluded from the above report that the analysis of financial statement for businesses owners and shareholders is an effective tool to gain the deeper knowledge of the financial health of the company. As in the Wales plc It helps stakeholders to take informed decisions which enhance long-term stability and success of your business.
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