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Answer 1:
Statement 1: False
A firm's financial situation equally of a precise date is displayed in the statement of financial situation (balance sheet), not its cash flow over time (Hasanaj and Kuqi, 2019). It presents the company's assets, liabilities, and equity—the amount of money the owners have invested—and the cash flow statement provides a source of cash flow data. Assets consist of money, receivables, and tangible property that belong to the company. Accounts payable and loan commitments are contained in the category of liabilities. The owners' residual stake in the corporation is reflected in equity. Via a multi-period, analysis of the statement of financial position, stakeholders may determine the liquidity, solvency, and overall financial stability of the government. Stakeholders repeatedly consult the cash flow statement, which shows the inflows and leaks of cash from operating, investing, and financing operations, to get perceptions into cash movements. 

Statement 2: Deceptive
Although selling non-current assets is usually not intended, they can nonetheless be shifted. Unlike current assets like cash or inventories, they may be readily turned into cash; they are long-term resources such as property, equipment, or money. Real estate, which includes buildings and land, is an example of an inflexible non-current asset. These assets are vital to a business's functioning and get their worth via their permanent position. For instance, property is an investment that is permanent and cannot be physically moved. Like this, infrastructure and buildings are made for staying in a certain place once they are built, this supports the future growth and operating abilities of the company. Non-current assets are essential to the company's ongoing operation and strategic planning.
Statement 3: Unsuitable
All stakeholders involved, such as creditors, suppliers, regulators, and present and potential shareholders, should have access to financial data. Transparency helps to build market trust and makes it easier to make well-informed decisions. Businesses in a globalised economy repeatedly depend on a variation of funding sources, such as the debt and stock markets. Restricting gain access to to financial data to extant shareholders may make it further difficult for the business to draw in new investors then raise money for development and innovation. In addition, governments requiring transparency to argue efficient and fair markets apply explicitly to public corporations. Spreading financial data to a larger audience promotes fair valuation, builds fair trust, and upholds corporate governance values. In addition to providing benefits to present shareholders, obviousness also supports the general feasibility and truth of the financial system.
Statement 4: False
Future cash collections and payments refer to prepayments and accruals, respectively. For the balance sheet to properly depict the organization's financial situation, it must be included (Saputra, 2022). The properties and liabilities of the organization would be misrepresented if they were removed. The greater accounting perception of matching costs to revenues incorporates payments and accruals and improves to ensure that financial statements plan an accurate and fair illustrate. If they are left out, obligations may be understated plus net assets may be excessive, which might fabricate stakeholders. These facets help evaluate the liquidity then financial condition of the organisation by offering info about the timing and manner of financial transactions. Prepayments and accruals enhance financial reporting's reliability and transparency and contribution stakeholders in managing defensible conclusions on a company's financial health. Their omission might jeopardise the truth of the financial statement and cause it more difficult to get a full picture of the health then performance of the firm's finances.
Statement 5: Perilous
Financial accounting regulation is essential for investor safety and transparency. To assist stakeholders in making the right decisions, it offers comparable and trustworthy financial information. Financial reporting would be disorganized and maybe false without it. The deficiency of regulatory supervision increases the probability of financial fraud, immoral business applies, and unstable markets. By determining rules for governance, reviewing, and transparency, regulations stage confidence among involved parties. Also, they support the financial data's reliability and comparability, which are critical for making well-informed choices. Without regulation, the marketplace might be more vulnerable to fraud, disinformation, and systemic ventures. Therefore, financial rules act as a foundation for fostering honesty, effectiveness, then trust in financial institutions, which eventually helps firms, investors, afterwards the restored economy.

State 6: Accurate
Before assembling financial statements, the truth of accounting records is confirmed by balancing ledger accounts and getting a trial balance (Husna and Satria, 2019). It develops accurate financial data by ensuring completeness and removing inaccuracies. The trial balance presents a picture of a firm's financial situation at a evident moment in time by combination the balances of all ledger accounts. It eases finding mistakes or irregularities in the ledger check account and acts as a preliminary step before preparing financial statements. A trial balance that is out of balance indicates possible errors that should be secure. One proactive step to continue the accuracy of financial statements is to balance trial balance and ledger accounts. Precise financial records are necessary for stakeholders, such as creditors and investors, to make instructed decisions. By ensuring the reliability and consistency of the financial data given in the ensuing financial statements, this methodical methodology fosters trust in the reporting process then openness.


Answer 2:
Wales Plc': Income Statement for the Year Ended December 31, 2022
	Wales Plc

	Income Statement specification

	For the Year Ending December 31, 2021

	Sales 
	
	£ 900,000

	Less cost of sales 
	
	578,650

	Gross profit 
	
	222,330

	Less :Operating expenses
	
	

	Administrative expenses 
	£30,000
	

	Directors' remuneration 
	5,000
	

	Sales commissions 
	3,000
	

	Distribution costs 
	28,000
	

	Total operating expenses 
	
	66,000

	Operating income before tax 
	
	156,330

	Interest expense 
	
	2,000

	Income before tax 
	
	154,330

	Income tax expense 
	
	100,000



Income:
£ 900,000 in sales
Expense of products sold:

· Sales expense of £ 578,650
· Equipment depreciation (10% of £ 650,000) £65,000 (depreciation adjustment for unbooked)
Thus, £ 643,650 Total cost of goods sold is £ 643,650  

Profit margin: 256,350
Running costs:

· Expenses for administration £ 160,000
· Compensation for Directors £ 5,000
· Distribution cost £ 28000 (adjustment for salaries in December) Ten Thousand
· Total Operating cost: £ 203,000

 Operating profit: £ 53,350 

Financial Expenses:
· Interest disbursed of £ 2,000
Profit before taxes: 51,350

Tax expenses:
· Corporation tax (calculated): £ 15000
 Profit after taxes: 36,350


Answer 3
(a) Sweets plc's financial ratios for 2022 and 2021
1. Return on Capital Employed (ROCE):-
= Earning before Interest and Tax/Capital Employed * 100
(i) Earning before Interest & Tax:-
	Particulars
	2022
	2021

	Profit before Taxation
	620
	539

	Add:- Interest Payable
	226
	181

	Earning before interest & Tax
	846
	720


(ii) Capital Employed:- Total Assets – Current Liabilities
	Particulars
	2022
	2021

	Total Assets
	9,736
	10,087

	Less:- Current liabilities
	2,511
	3,046

	Capital Employed
	7,225
	7,041


(iii) Return on Capital Employed (ROCE) :-
	Particulars
	2022
	2021

	Earning before interest & Tax (A)
	846
	720

	Capital Employed (B)
	7,225
	7,041

	Return on Capital Employed (A/B)*100
	11.709%
	10.226%


2. Return on Equity (ROE):-
= Net Income/Shareholder Equity
(i) Net Income = Bottom Line Profit before dividend
	Particulars
	2022
	2021

	Net Income
	431
	366


(ii) Shareholder Equity = Total Assets – Liabilities (or) Equity Balance
	Particulars
	2022
	2021

	Equity
	3,088
	2,912


(iii) ROE
	Particulars
	2022
	2021

	Net Income (A)
	431
	366

	Equity (B)
	3,088
	2,912

	ROE (A/B)*100
	13.957%
	12.569%


The profitability of shareholder equity is evaluated by return on equity, or ROE. The company's equity ascended to 3,088 from 2,912 in 2022, while its net income jumped to 431 from 366 in 2021. This suggests a better return on investors' capital due to increased profitability and effective equity utilisation. An increasing return on equity (ROE) indicates that the business is making more money per unit of shareholder ownership, which is good news for its financial success.
3. Earnings per share
= Earnings attributable to equity shareholders/Total No. of Shares
(i) Earnings attributable to equity shareholders
	Particulars
	2022
	2021

	Net Income
	431
	366


(ii) Total No. of Shares:-
	Particulars
	2022
	2021

	Ordinary Share Capital
	300
	300

	Price per share
	50p
	50p

	No. of Shares
	(300/.50) = 600
	(300/.50) = 600


(iii) Earning per Share
	Particulars
	2022
	2021

	Net Income (A)
	431
	366

	No. of Shares (B)
	600
	600

	Earning per share (A/B)
	0.7183
	0.61


A deep financial indicator that reveals the profit allocated to each outstanding share of a corporation is gains per share, or EPS. The company's net proceeds increased to 431 in 2022 from 366 in 2021, while the total number of shares stayed at 600. As a result, from 0.61 in 2021 to 0.7183 in 2022, the earnings per share rose. This means more profitability per share, which is good news for investors since it means higher profits production and possible returns on investment.
4. Net Profit Margin
= Net Profit/Revenue * 100
(i) Net Profit
	Particulars
	2022
	2021

	Net Profit
	431
	366


(ii) Revenue:-
	Particulars
	2022
	2021

	Revenue
	6,738
	6,441


(iii) Net Profit Margin
	Particulars
	2022
	2021

	Net Profit (A)
	431
	366

	Revenue (B)
	6,738
	6,441

	Net Profit Margin (A/B)*100
	6.40%
	5.682%


5. Asset Turnover
=Sales/Total Asset
(i) Revenue:-
	Particulars
	2022
	2021

	Revenue
	6,738
	6,441


(ii) Total Assets
	Particulars
	2022
	2021

	Total Assets
	9,736
	10,087


(iii) Asset Turnover
	Particulars
	2022
	2021

	Revenue (A)
	6,738
	6,441

	Total Assets (B)
	9,736
	10,087

	Asset Turnover (A/B)
	0.692 times
	0.639 times


A financial indicator called advantage turnover shows how well a enterprise uses its assets to generate income. The company's asset turnover increased to 0.692 times in 2022 from 0.639 times in 2021. This shows that the firm made $0.692 in revenue in 2022 for every dollar of total assets, demonstrating better asset utilization. An increasing asset turnover is usually a good thing as it shows better efficiency in turning assets into sales and may also point to better operational and financial strength.
6. Stock Holding Days
= Inventory/Cost of Sales * 365
(i) Inventory:-
	Particulars
	2022
	2021

	Inventory
	708
	659


(ii) Cost of Sales:-
	Particulars
	2022
	2021

	Cost of Sales
	3,235
	3,096


(iii) Stock Holding Days
	Particulars
	2022
	2021

	Inventory (A)
	708
	659

	Cost of Sales (B)
	3,235
	3,096

	Stock Holding Days (A/B)*365
	79.88 or 80 days
	77.69 or 78 days


7. Debtors Collection Period:-
= Trade Receivables/Credit Sales * 365
(i) Trade Receivables:-
	Particulars
	2022
	2021

	Trade Receivables
	1,249
	1,287


(ii) Credit Sales:-
	Particulars
	2022
	2021

	Sales*
	6,738
	6,441


*Assuming all sales are on credit.
(iii) Debtor Collection Period
	Particulars
	2022
	2021

	Trade Receivables (A)
	1,249
	1,287

	Sales (B)
	6,738
	6,441

	Debtor Collection Period (A/B)*365
	67.66 or 68 days
	72.93 or 73 days


8. Current Ratio
= Current Assets/Current Liabilities
(i) Current Assets
	Particulars
	2022
	2021

	Current Assets
	2,303
	2,355


(ii) Current Liabilities:-
	Particulars
	2022
	2021

	Current Liabilities
	2,511
	3,046


(iii) Current Ratio
	Particulars
	2022
	2021

	Current Assets (A)
	2,303
	2,355

	Current Liabilities (B)
	2,511
	3,046

	Current Ratio (A/B)
	0.917 times
	0.773 times


9. Gearing Ratio
= Total Debt/Total Equity
(i) Debt
	Particulars
	2022
	2021

	Debt
	4,137
	4,129


(ii) Equity:-
	Particulars
	2022
	2021

	Equity
	3,088
	2,912


(iii) Current Ratio
	Particulars
	2022
	2021

	Debt (A)
	4,137
	4,129

	Equity (B)
	3,088
	2,912

	Gearing Ratio (A/B)
	1.340 times
	1.418 times


10. Invertor Cover
= Earning before Interest & Tax/Interest Expense
(i) Earning before Interest & Tax:-
	Particulars
	2022
	2021

	Profit before Taxation
	620
	539

	Add:- Interest Payable
	226
	181

	Earning before interest & Tax
	846
	720


A financial statistic known as earnings before interest and tax (EBIT) is computed by adding interest payed to the profit before taxes. The company's EBIT climbed from 720 in 2021 to 846 in 2022. This indicator provides information on a company's fundamental operational performance and its capacity to make money from its activities. It shows the operating profitability, excluding interest and taxes.
(ii) Interest Expense:-
	Particulars
	2022
	2021

	Interest Payable
	226
	181


(iii) Invertor Cover:-
	Particulars
	2022
	2021

	Earning before interest & Tax (A)
	846
	720

	Interest Payable (B)
	226
	181

	Invertor Cover (A/B)
	3.743 times
	3.978 times



(b) Critical Analysis of the Financial Position and Performance of Sweets Plc
It may be inferred from the ratios and tables right above in the financial statements that the firm is doing better than it did a year ago. Comparing it to the prior year, it demonstrates the upward tendency.
Return on Capital Employed and Return on Equity ratio has been improved since last year.
In addition, the net profit in 2020 (i.e., 431) was higher than the net profit in 2019 (i.e., 366). As a result, its net profit ratio has roughly grown by 0.718%.
Extra, earning per share is equally in increasing shift. Due to such increasing trend, organization is able to publicize higher dividend (255m) as valued to the past year (242m).
It indicates that the Chocco plc is growth entity. Its market price has furthermore been intensified in year 2020.
The assets turnover ratio demonstrations a little alteration in current year, nonetheless, it is an standard change.
It managed to income the firm 73 days to pay off its receivables in cash, but now days it only takes about 68 days. Even nevertheless it has developed from the earlier year, the organisation still has to achieve improvements in its receivables collected works procedure.
Additionally, the current ratio must be improved. Although it is better than in 2019, the organisation still must take more, more advanced steps in this area.
The interest expense of the object has been enhanced since past year. The gearing ratio is adequate due to respective increase in fairness of the entity, but interest exposure ratio has been failed. This is due to enhanced debt in the unit.
Overall, it can be complete that the business’s financial performance has occurred progressed as contrasted to last year.
Profitability: The net profit margin has not changed, although profit and ROE have increased a little. This indicates a moderate level of performance and effective equity use. The little increase in profit and ROE suggests that equity was used effectively. This mediocre performance shows that the business can effectively use shareholder equity and turn a profit in relation to its revenue. Keeping an eye on these indicators offers important insights into the profitability patterns of the business and the efficiency of its equity management plans.
Efficiency: Reduction in asset turnover suggests a somewhat slower use of resources. Improved supply and receivables administration has resulted beginning a shorter debtor collection period and collected stock managing days.
Liquidity: There are doubts approaching the short-term comfort as the current ratio has reduced. It is still over 1, indicating out that there are sufficient current assets to know current liabilities. The ratio implies liquidity, but the decreasing trend casts doubt on the business's capability to pay short-term debt. It is vital to keep an eye on these liquid assets indicators to evaluate the corporation's financial standing then ability to handle short-immediate debt.
Solvency: A high pitching ratio directs a substantial reliance. A gearing ratio shows how broadly reliant a corporate is on borrowed money. It is revealed as the ratio of debt to equity. High pitching can improve benefits, but it also improves financial risk as of the additional interest fees, which leaves solvency extra vulnerable to adjustments in the market plus financial braves.
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