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[bookmark: _Toc123837348]Introduction 
Data input, collecting, summarizing, evaluating, and publishing are all steps in the accounting process that pertain to the monetary operations of a business or institution. Accounting fundamentals serve as a guide for carrying out these activities. Financial statements are prepared using the activities of a company entity throughout an accountancy term, which is typically a year. Accounting is a tool used by businesses to assess their financial position. They support cost budgeting, cost evaluation, and judgment. Because a company's financial status is summarized in its financial report, it is crucial to analyze the financial statement before making any decisions that may enhance the company's finances. On the contrary hand, it gets simple to distinguish between the records of creditors and debtors. They must adhere to all of these finance summary principles in order to create a financial statement that is effective. Corporations could properly characterize their economic state by applying those ideas.

[bookmark: _Toc123837349]Question one
[bookmark: _Toc123837350]Income Statement For Wales Plc
	Revenue 
	8,00,000

	Cost of sales
	5,78,650

	Gross profit
	2,21,350

	Administrative expanses 
	30,000

	Interest paid 
	2,000

	Directors’ remuneration 
	5,000

	Distribution cost 
	28,000

	Operating profit
	1,32,000

	Profit before tax
	3,53,350

	Taxation
	1,00,000

	Profit of the period 
	2,53,350



Wales Plc's report of economic condition as of December 31, 2021, a charge of £3,000 owing to salespeople would be taken into account in the reporting of the economic situation. On December 31, 2021, goods worth £980 were shipped to clients; this would be taken into account in the report of economic status (Sutton, 2018).

A Statement of Financial Position As At That Date.

	Assets 
	

	Non-current assets
	

	Property and equipment 
	6,32,730

	Current assets 
	

	Inventories 
	3,30,600

	Debtors
	1,71,250

	Cash and bank
	76,250

	Total assets 
	12,10,685

	Liabilities 
	

	Current liabilities 
	

	Trade payable 
	1,71,355

	Ordinary dividend paid
	20,000

	Preference dividend 
	30,000

	Commission owed
	3,000

	Non-current liabilities 
	

	4% debentures 
	32,980

	Total liabilities 
	2,57,335

	Equity  
	

	Ordinary shares
	4,00,000

	Preference shares 
	3,00,000

	Retained earning 
	2,53,350

	Total equity 
	9,53,350

	Total equity and liability 
	12,10,685



[bookmark: _Toc123837351]Why does the statement of financial position balance?
By detailing the organization's properties, debts, and shareholder equity, The Balance sheet, also known as the Statement of Financial Position, aids consumers in understanding the company 's economic condition at a specific point in time. Among the most substantial financial statements, it provides information on the company's current financial situation at a certain period of time. In those other terms, it provides a financial overview of a company and serves as a temporal capsule of the past. It consists of three crucial components, which are detailed below. Properties, debts, and ownership are all reflected on an industry's statements of economic condition when such assets are appraised. A group's control over assets that have the capacity to bring significant financial rewards is represented by its property. Present properties can be categorized as present or non-recurring, with the former depending on how long they have been in use over their financial lifespan. Within a year of being bought, preexisting commodities like inventories and invoices receivables might frequently be transformed into cash (Sutton, 2018). The first of the three primary categories on a financial statement, assets make up the bulk of the overall. As the name suggests, existing property is defined as the amount of all property that is expected to be turned into money within one year and used to finance continuing operations and repay existing costs. Obligations are, in principle, debts that an institution owes as an outcome of a previous transaction and whose delivery diminishes the firm's financial worth. Additionally, there are two categories into which responsibilities might well be divided: existing liability and accrued liabilities commitments. Accounts payable, a short-term obligation owing to providers, is an illustration of a company's existing obligations (Sutton, 2018). The entire amount of debt owed by a firm is also comprised of non-current debts on its balance sheet. As opposed to existing debts, noncurrent debts are lengthy debts or agreements that aren't expected to be fully back within a year from the commencement of the commitment. Due to the accountancy principle of dual entering, the report of the financial situation initially shows a favorable position, and the proprietors maintain accurate accounts of the money and invoicing inputs that are compatible with the statements of the financial situation. The company's ability to manage its money is another benefit of the financial situation report, which is crucial for maintaining positive connections with both consumers and providers. The position statements should be well-balanced in accordance with the dual-entry accountancy concept to be understandable to its intended audience (Sutton, 2018).





[bookmark: _Toc123837352]Question Two
[bookmark: _Toc123837353]Calculate the following ratios for Sweets plc for 2021 and 2020
ROCE: When evaluating the profitability of businesses in equity industries like utility and telecommunications, the return on investment can be very helpful. This is so that ROCE may take into account both indebtedness and capital, unlike the other essentials like return on equity (ROE), which solely assesses performance connected to an industry's investors' shares. Economic results assessment for businesses with high debt levels may be mitigated by doing this (Sutton, 2018).



Year 2021

Year, 2020




ROE: Divide net income by shareholders' capital to get returns on equity, a measure of economic effectiveness. Because a company's investors' capital is calculated by deducting its debt from its investments, ROE is also known as yields on net resources. ROE is viewed as a gauge of an industry's profitability and the effectiveness of its income generation. The management is superior at creating revenue and expansion from its new finance the bigger the ROE (Swieringa, 2018).
Year 2021,


Year 2020,


Earnings per share: To calculate earnings per share, divide a divided by the total numbers of units of the company’s ordinary equity that are still available. The outcome numbers is utilized to estimate the income of a company. Companies frequently release EPS that has been adjusted for exceptional costs and potential share dilution. Total earnings, often known as earnings or revenues, is calculated by multiplying total profit by the number of existing stocks. In a more intricate calculation, the denominator and populations are changed to compensate for units that might be created through possibilities, borrowing obligations, or choices. It acquires considerably more relevant if the remainder of the formula is adjusted to take into account current operations (Swieringa, 2018).
Year 2021,



Year 2020,


Net profit margin: A financial metric known as net profit margin, also known as earning percentage or revenue growth ratio, is utilized to determine the proportion of revenues that a business derives from its total purchases. It calculates a business's total income generates for each dollars of selling. The gross income margins is the proportion of operating profit, also known as gross profit, to overall sales, expressed as a percentage (Swieringa, 2018).
Year 2021,


Year 2020,



Asset turnover: The asset turnover ratio gauges how well a business sells or generates income from its property. A ratio is computed by measuring the monetary quantity of sold to all of the industry’s income in order to assess the efficacy of an institution ' activities. A highest ratio is frequently chosen since it indicates that the company is more successful at generating sales or profits.A lesser ratio shows that a business could not be utilizing its resources as effectively. Just the ratios of businesses in the same industry must be evaluated because asset turnover ratios change across other industries. Any span of time may be used, although commonly an annually schedule is used to determine the ratio (Turtle & Wang, 2017).
Year 2021,


Year 2020,


Stock holding days: A keeping time in the context of investment is the interval following the acquisition and selling of a property or commodity. Possession durations are significant since they affect when an owner will be taxed on financial profits at a short-term or lengthy rate whenever their sale a property at a gain (Turtle & Wang, 2017).
Year 2021,


Year 2020,

Debtor’s collection period: According to many experts, if a company gives two months of interest-free credit, the recovering period should be 90 periods or less. This period of time serves as an example about just how long it takes to create and acquire a credits payment after one has been made. Since it shows that a company is making revenue more rapidly, a quicker borrowing period is sometimes seen as better than a lengthier one. The amount owed by a company's debts is multiply by 365 and divided by the yearly selling on contract to arrive at the short payback earnings ratio (Turtle & Wang, 2017).
Year 2021,


Year 2020,

Current ratio: A liquidity ratio known as the existent ratios evaluates a sector's ability to pay short-term or periodical obligations. It demonstrates to customers and academics how a company might utilize its current assets to paying away its current obligations and related bills owed to the greatest degree feasible. A current ratio that is approximately to or slightly over the industry average is considered to be adequate. A frequency proportion that is lower than the industry average might raise the chance of difficulties or failing. Similarly to this, it indicates that management may not be generating the best utilization of capabilities if an institution 's current ratio is much greater than that of the comparable groups (Sutton, 2018).
Year 2021,


Year 2020,


Gearing ratio: Economic gearing ratios, a class of frequently utilized monetary indicators, connect a mortgage to other monetary measures such corporation equity or business private land. An indicator of the percentage of an institution's activities are funded by equities from shareholder as contrast to borrowing from lenders, gearing ratios are a sort of financial leveraging data. Gearing ratios are useful in the examination of principles. By determining gearing ratios, we can better understand where a company gets its operating funding, which helps us learn more about a firm's reliability and its capability to deal with financial instability. Learn more about assessing organizational fundamentals (Sutton, 2018).
Year 2021,



Year 2020,


Interest cover: To evaluate a company's capacity to discharge the payment on its previous debt, a financial metric known as the Payment Covering Ratios is used. Borrowers, lending institutions, and financiers frequently utilize the ICR to assess how risky it is to extend credit to a business. The "double income obtained" percentage is another name for the cover ratio. It is also known as the percent interests generated ratio, and it aids in determining the danger involved with the loan amounts. The danger is reduced the greater the ICR. As a result, buyers and borrowers choose to providing cash to businesses with a larger ratio since they are aware that the latter can simply repay the interests during the course of a loan (Sutton, 2018).
Year 2020,


Year 2021,


[bookmark: _Toc123837354]Financial performance and position of Sweet’s plc.
An industry's numerous constituents include traders, lenders, speculators, employees, and executives, to name just a few. Monitoring a company’s economic outcomes is something that all industries are engaged in doing. How effectively a firm produces income, maintains its properties, honors its agreements, and safeguards the financial concerns of its stockholders and customers depends on its financial effectiveness. There are several ways to gauge financial performance, but they all must be considered concurrently (Richardson et al., 2019). Along with overall units sold, column headings like operational earnings, operating cash flows, and earnings from processes can be included. Further examination of the economic documents by the investigator or shareholders may be desirable in order to search for any signs of diminishing expenditures or percentages of cent increase. This is where the main emphasis of Six Sigma methodologies lies (Richardson et al., 2019).
The economic report makes it abundantly evident that Sweets PLC Organization continues to operate in the marketplace with a strong level of monetary versatility. Availability would be at a greater scale in 2021 than it was in 2020. This shows how the company’s revenue is increasing over time. The gear reduction ratio, which quantifies the connection among the pair, is used in a balanced scorecard to evaluate an industry's ownership or capitalization to its debt. The company's high gearing level suggests that it will be able to fulfill its commitments. Since it demonstrates how so many earnings a company makes in excess of what it spends on manufacturing, the net income margins ratio is frequently employed by businesses to gauge their profitability. Returns on equities (ROE) is a crucial metric for assessing how well a business’s finance leadership group is handling its finances and property. The industry's development rate undoubtedly accelerated between 2020 and 2021. The business’s economic standing is getting better. Additionally, the current asset is substantially higher in 2021 than it is in 2020 (Richardson et al., 2019).



[bookmark: _Toc123837355]Conclusion
The result of this research is that fundamental accounting is essential to every company. It helps businesses to monitor its financial performances and take well-informed decisions that would boost its profits. A variety of tools and procedures are used by accountants to gather and analyze financial data before giving suggestions and comments to the team and managers of the company. Companies must identify their financial status in order to determine their economic capability or position. The capability of the company is the basis for all choices, therefore it would be extremely beneficial to analyze and execute strategies in accordance with the economic statements. 
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