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Introduction
[bookmark: _Toc163846925]Accounting basics constitute the base of financial reports, because they offer a scaffolding for recording, summarising and reporting to interested parties. The above principles drive the preparation of error-free accounting documents, which enable users to make educated assessments of the company's efficiency, its stability and the direction in which the business is headed. For investors, creditors, managers and regulators to mention but a few, it is critically important to have an appreciation of generally accepted accounting principles since it is through them that financial markets are founded upon the basis of such pillars as transparency, accountability and trust (Agasisti, Arnaboldi and Azzone, 2016).
QUESTION 1: Understanding Financial Statements and Accounting Principles
Through the talk with the person who previously studied requisite accounting texts, the issues about accounting base principles were the basis of a few of the arguments. This dissertation aims to subject each statement to a critical examination and bring the reader through a comprehensive assessment of the accounting principles involved, clarifying every element of accuracy (Altman, 2020).
1. The statement of financial position shows how much cash has come into and left the business during the accounting period and the resulting balance at the end of the period.
Comment: The statement emphasises an error in a standard method of presentation and understanding of both terms financial position and balance sheet. Contrary to the accused it is not a balance sheet that was made to illustrate the cash flow into and out of a business during a definite period. Cash makes the assets section of the balance sheet, with the goal set in movement during the period. Unlike many other financial statements, the statement of cash flows does not scrutinise how the cash has been converted to assets or liabilities but rather explains the amount of money that is entering the coffers or leaving the business in the course of a given financial period. Offering creditors and the rest of the creditors the capacity to see the business' control of liquidity and cash management (Bartov and Mohanram, 2014).
2. Non-current assets are things that cannot be moved.
Comment: This seemingly misrepresents a non-current asset as a written asset in accounting schematics. Assets that are not put to use regularly, or are supposed to be used in the coming years or decades are part of the non-current assets category. These can include property and plant, equipment, and intangible assets such as patents or trademarks. Although assets like land and buildings are which are immovable physically, this classification as non-current alludes to the period of existence, of the assets not to their physical mobility. However, non-current assets are considered since they are anticipated to produce monetary benefits in a sequence of accounting periods resulting in the current assets being categorised as such since they are consumed and converted to money within a year (Choi and Wong, 2016). 
3. Managers should only supply financial information to companies' “current” shareholders.
Comment: This statement, in turn, fails to give the wider stakeholders a platform and elaborate on the concepts of transparency and accountability within the context of financial reporting. However, the shareholders should be considered as important actors in the company's fortunes for they fall among them amongst the diverse groups of stakeholders that stand to gain or suffer losses depending on the activities of the firm. As is the case with existing shareholders, managers have a fiduciary duty to see to it that potential investors are furnished with adequate and timely financial information. This information extends to debtors, government regulatory authorities, and other relevant partners. Financial reporting transparency, in turn, makes for deference and confidence among all the stakeholders who are then in a position to make well-informed judgments and protect their interests. Hence, directing the circulation of financial data to current shareholders only, which is contrary to the existing accounting principles and requirements, will defeat the purpose of the reporting process. This will damage the enjoyment and confidence of the current reporting process (Coleman, 2021).
4. No need to include prepayments and accruals on the statement of financial position.
Comment: The proposed statement is overtly based on the basic event of accrual basis accounting and therefore disregarding the prepayments and accruals means that the financial statement reflects the truth and thereby mirrors the actual financial state of the entity. Prefunding, which stands for upfront payment for products or services acquired not yet received, as well as accruals, which mean the expenses that were incurred but not paid for. If one fails to take into account these items the actual financial bill understates the entity’s position, which negatively affects both the stakeholders and the whole company's financial statement’s reliability. Consequently, the observance of the accounting principles confirms the membership of prepayments and accruals on a statement of financial position for being income statements accurate and complete (Dafouz and Del Mar Camacho Miñano, 2016).
5. No need for regulation over financial accounts.
Comment: That argument ignores regulator control of the production of financial intelligence based on which accountability, transparency, and fair competition are carried out among entities. This uniformity encompasses, amongst others, the derived accounting principles, disclosure requirements, and reporting formats, which eventually improves financial information consistency and credibility published to the stakeholders. Peripheric supervision is a vital measure against information asymmetry, deceptive practices and the doubt of investors in the financial markets. For instance, following regulations and measures and being acquainted with a counter standard would also help for cross-border comparison and global investment decisions of a similar nature. And, this means, a lack of proper regulation over financial accounts would largely undermine the reliability and supporting nature of financial statements subsequently risking the market's chances of stability and efficiency (Elias, 2015).
6. It is important to balance ledger (T) accounts and trial balances before preparing financial statements.
Comment: It represents a very basic assumption of double-entry accounting of backup the truthfulness and the wholeness of accounting records before making financial statements. In ensuring the balancing of accounts, crediting and debiting are checked to ensure that the total debits always equal the credit for an account, maintaining the accounting equation (Assets = Liabilities + Equity). Yet, the trial balance also acts as a prior check to ensure that the ledger account balances are correct as they are added up to balance the debit and credit balances. Desynchronisation of ledger account balances or trial balances after trial balance results in additional studying to clear away mistakes and guarantee the accuracy of the financial statements. If opposing accounts are not aligned and their trial balance totals do not match, then the derived ledgers may include misstatements, hence making the financial statements unreliable and ineffective on the part of the stakeholders. This implies that the perfect bookkeeping and the trial balance work as the forefront routine of financial protocols, thus realising credibility in the reporting process. Therefore, it is critical to perform financial statements properly as they have a direct impact on the company to get a reputation of being trustworthy and reliable as far as investments are concerned (Etherington and Richardson, 2020).
Overall, the statements concerning accounting principles and financial reporting depict a combined set of wrong assumptions, missing argument details and faulty claims. The ability of stakeholders to comprehend accounting theories and framework, and the regulatory requirements is of major importance, in making accurate evaluations of the performance capabilities of the entities and making the right decisions. This argument shall deliver critical thinking about the assumptions including underlying principles. Thus, it will help various stakeholders underpinning the clarity of accounting security in the financial statements, therefore, the foundation of transparency and accountability in financial reporting practices (Kane and Magnus, 2021).
[bookmark: _Toc163846926]QUESTION 2: Income Statement for Wales plc for the year ended 31st December 2022
	Income Statement for Wales plc
	Amount (£)

	Revenue
	900,000

	Cost of Sales
	(578,650)

	Gross Profit
	321,350

	Administrative Expenses
	(160,000)

	Distribution Costs
	(28,000)

	Interest Paid
	(2,000)

	Directors’ Remuneration
	(5,000)

	Depreciation
	(65,000)

	Profit Before Tax
	61,350

	Corporation Tax
	(15,000)

	Net Profit for the Year
	46,350


[bookmark: _Toc163846927]QUESTION 3: Ratios and Analysis for Sweets plc
[bookmark: _Toc163846928]a. Calculation of Ratios:
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[bookmark: _Toc163846929]b. Financial Performance and Position Analysis:
The unfaltering and remarkable financial performance of sweet’s plc, a business that has long existed and produces sweets and confectionery goods, is visible in the financial ratios which I have calculated for the years 2022 and 2021, showing a stable financial position (Ohlson, 2018).
1. Profitability Ratios: In ROCE, asset turnover and the profit margin for a period are calculated into one ratio, which tells the company's profitability from capital and equity (Paisey and Paisey, 2014). The financial indicators for sweet’s plc have experienced upward moves in both ratios between 2021 and 2022, implying a greater proficiency in the utilisation of resources into profitable activities that have become more effective. The rise in ROCE from 93% to 11.5% over the period 2021-2022 is, therefore, an indicator of operational efficiency and capital allocation effectiveness inside the company. On the same note, the rise in ROE from 12.57% at the end of 2021 to 14.37% at the end of 2022 is a signal to the shareholders of higher return, which reflects well on the profitability of the company.
2. Liquidity and Solvency Ratios: The resultant ratio can be used as the guiding factor for the company's short-term liquidity available. The decline in the current ratio from 2021 to 2022 slightly is not likely to negatively affect Sweets plc, as the company still has a strong amount of ratio 1.1, which implies an ability to meet short-term debts with the current assets available. The fact that the debt ratio may fall does not mean a sigh of relief, so it is a good idea to conduct frequent tests if the ability to cover short-term obligations of the firm is what wants to examine on time. Nevertheless, the company’s capital structure shows the way its debt is related to other forms of financing taken by the company. Even though the leverage is somewhat higher in 2022 in comparison to 2021, it is still in good condition, reflecting that the company has allowed debt to be at a moderate level and equivalent to the equity base (Palincsar, 2014).
3. Efficiency and Operational Ratios: The asset turnover ratio indicates a company’s performance in making money from its assets. Although there have been times when the asset turnover rate has declined slightly from 2021 to 2022, this may be a sign of loss of operational efficiency. Next to this, sweets plc has still a moderate turnover rate. The decline could indicate necessary margins for investigation into sources of depletion, to more effectively distribute resource use. Furthermore, a detailed analysis of the stock holding days together with the debtor's collection period allows us to observe how efficient is the inventory management and the accounts receivable collection process. The year-over-year decrease of both ratios (from 2021 to 2022) signals an improvement in the inventory turnover time and receivables collection time thus it is a sign of enhanced operational efficiency (Rankin et al., 2017).
4. Profit Margin and Coverage Ratios: The net profit margin, which is the margin that separates the amount of revenue generated and the profit generated from it, shows the company’s ability to turn income into profit. Sweets Plc, steadily or a tinge higher, exhibited the net profit margin for 2021 and 2022. This goes to explain that there is cost management in effect and also profitability enhancement. Also, the interest cover ratio is considered an undertaking to evaluate whether or not the company could cover the interest. The fact that the company has maintained a healthy interest cover ratio for the years at discussion shows it can probably meet its obligations comfortably and therefore instils confidence in its creditors and helps maintain financial stability as well as creditworthiness (Etherington and Richardson, 2020).
Sweets plc shows its competence in financial matters and forms a stable financial position while using successful profit management, liquidity and efficiency. Notwithstanding slight alterations in some of the ratios, generally, the trends suggest that the company's management is fair and has applied the sound theory of financial management. To attain sustained financial performance, going forward, the focus must be on finding ways to enhance the efficiencies in asset utilisation, maintaining reasonability on the cost side, and prudence in capital allocation (Schaltegger and Burritt, 2020).
[bookmark: _Toc163846930]Conclusion
In conclusion, principal aspects of accounting form the foundation of financial reporting, warranting the accuracy and reliability of financial records comprised by the shareholders. Through adhering to the set framework of accounting principles, entities (businesses), can maintain transparency, assist existing decision-makers make robust choices, and strengthen market confidence. Knowing the ins and outs of the most fundamental accounting matters is crucial for anyone who wants to have a good footing in today's disruptive business world and earn the trust of the shareholders. Hence, an education process becomes constant and following the right accounting ideal then leads to higher transparency, accountability, and investor trust (Zhao et al., 2015).
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