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		The accounting fundamentals are the norms and guidelines that help the accountants of the organisations in the effective recording of the transactions or dealings of the organisations in the marketplace (Luo et al., 2021). In the assignment, the final account and P&L account of Wales Plc for examining the genuine performance in the distinct markets of the world. Furthermore, the financial ratios of Sweets Plc will be evaluated in the assignment for determining their authentic position in the marketplace. The reason why the final account of the businesses always tallies will also be expressed in the assignment.
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a) “Construct Profit and Loss Account and Final Account of Wales Plc for analysing their genuine performance in the marketplace of the United Kingdom”.
“Profit and Loss Account of Wales Plc”:
“Profit and loss account” is an account which helps the company in understanding how much profit they are earning, how much loss they incurred as well as how much money they spend over a specific period of time. The main purpose of constructing the P&L account is that it provides information to the manager of the company regarding whether their business is making profit or loss during a business transaction (Zhang et al., 2022). As a result, by preparing a P&L, the manager of the company will be able to better understand how well their company is performing in the marketplace, which is one of the greatest advantages they can get. By understanding the performance and condition of the company, the manager of the company can make better decisions than their rivals. Profit and loss account also helps the manager of the company in analysing and understanding how much tax their company should pay for the revenues or profit they made, which is also one of the main advantages because if they pay more tax than their company may suffer loss in the future (Zhou and Lamberton, 2021). Profit and loss account works and serves as a financial statement because by using this kind of information, bank loans can be obtained more quickly and easily, which is also the main advantage. On the other hand, it will take a lot of time for the company manager to produce the profit and loss account since it is quite time consuming, which is one of the main disadvantages the firm must deal with.  The P&L account of the business is made below:
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	Income Statement 
	 
	 

	Particulars 
	Amount (£)
	Amount (£)

	Sales 
	 
	800000

	Add: Unrecorded sales 
	 
	980

	Less: Cots of Sales 
	 
	578650

	 
	 
	 

	Gross Profit 
	 
	222330

	Less: Non-Manufacturing Expenses 
	 
	 

	Ordinary Dividend Paid 
	20000
	 

	Preference Dividend Paid 
	30000
	 

	Administrative Expenses 
	30000
	 

	Interest Paid 
	2000
	 

	Directors Remuneration 
	5000
	 

	Distribution Costs 
	28000
	 

	Outstanding Commission 
	3000
	118000

	Profit Before Tax 
	 
	104330

	Less: Corporate Tax 
	 
	100000

	Profit After Tax 
	 
	4330










	Working Notes
	 
	 

	SL NO
	Particulars
	£

	1
	Total sales or turnover for the current fiscal year
	800980

	
	800000
	 

	
	980
	 

	2
	Gross Profit for the current fiscal year
	222330

	
	800980
	 

	
	578650
	 

	3
	Total non-manufacturing expenses of the business for the current fiscal year 
	118000

	
	20000
	 

	
	30000
	 

	
	30000
	 

	
	2000
	 

	
	5000
	 

	
	28000
	 

	
	3000
	 

	4
	Profit of Wales before corporate tax
	104330

	
	222330
	 

	
	118000
	 

	5
	Profit of Wales after Tax or Net Profit of the business
	4330

	
	104330
	 

	 
	100000
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“Balance Sheet or Final Account of Wales Plc”: 
Balance sheet is the most important statement which helps the company manager in understanding their overall assets, liabilities as well as shareholders equity and capital of a firm. The main purpose of the balance sheet is that it provides the manager of the company detailed information regarding the financial condition and position of the firm in the marketplace (Khalid and Ashraf, 2021). The manager of the company can easily track their assets and they can also manage their overall assets and liabilities by getting relevant information, which is the greatest advantage they get. By efficiently evaluating the final account of the business the managers can easily examine how much loan they need to repay as well as how much the loan they will get, which may help them to record business transactions properly, this is one of the main advantages the company can get by preparing a balance sheet (Galkin and Pospelova, 2021). Another one of the main advantages of preparing a balance sheet in the company is that it helps the manager of the company in understanding whether their company has the ability to sustain in the marketplace for the future operations or not. On the other hand, preparing a balance sheet has disadvantages too, one of the main disadvantages of creating a balance sheet is that it will not offer correct information if a manager forgets to record a business transaction. It is apparent that the firm may not be able to survive in the market for a longer period of time if the balance sheet does not match at the end (Shahzadi et al., 2021).  The Final account of the business is made below:

	
	
	

	Balance Sheet  of Wales Plc for the Year ended 31st December 2021
	 
	 

	Particulars 
	Amount (£)
	Amount (£)

	Equity & Liabilities 
	 
	 

	Shareholder's Fund 
	 
	 

	Share Capital 
	700000
	 

	Retained Earnings 
	86330
	 

	Non-Current Liabilities
	 
	 

	4% Debenture 
	100000
	 

	Current Liabilities 
	 
	 

	Trade Pyable 
	188625
	 

	Corporation Tax
	100000
	 

	Outstanding Commission 
	3000
	 

	Total 
	 
	1177955

	ASSETS
	 
	 

	Non-Current Assets 
	 
	 

	Plant and Equipment 
	650000
	 

	Current Assets 
	 
	 

	Closing Stock 
	330600
	 

	Trade Receivables 
	171105
	 

	Cash and Bank 
	26250
	 

	Total 
	 
	1177955
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	Working Notes
	 
	 

	SL NO
	Particulars
	£

	1
	Share Capital of Wales Plc for the current fiscal year
	700000

	
	500000
	 

	
	200000
	 

	2
	Retained earning of the business for the current year
	86330

	
	132000
	 

	
	4330
	 

	
	50000
	 

	3
	Total liabilities and equity of Wales Plc
	1177955

	
	700000
	 

	
	86330
	 

	
	100000
	 

	
	188625
	 

	
	100000
	 

	
	3000
	 

	4
	Trade Receivables/Debtors of the business
	171105

	
	170125
	 

	
	980
	 

	5
	Bank and Cash balance of the business by the end of the year
	26250

	
	76250
	 

	
	50000
	 

	6
	Total Assets of Wales Plc 
	1177955

	
	650000
	 

	
	330600
	 

	
	171105
	 

	
	26250
	 


[bookmark: _Toc114217886]Table 4 Working Notes of Final Account ( Source: Created by Student)
b) “State the main reason why the assets side of a balance sheet always matched with the liabilities side”?
 A final account is a document or a statement which replicates the total worth of the liabilities and assets of the business in the marketplace.  The financial account of any business is always balanced or steady because of the double entry principles of accounting.  This principle of accounting clearly states that every transaction or dealings in the business must have double impact or influence in the accounting books of the business (Bekebrok et al., 2022).  Henceforth, if the principle of double entry is efficiently followed by the accountant while preparing the books of the business then its assets side of the final account will always match with the side which showcases the liabilities of the business. The final account helps the business to evaluate the true and real position of the company in the market. 
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a. “Computing the disparate accounting or fiscal ratios of Sweets Plc for evaluating their accurate performance in the disparate markets of the world”
	[bookmark: _Hlk114216972]
	“Accounting Ratios of Sweet Plc of two successive years”:
	
	
	
	

	SL NO
	Ratio
	
	Formula
	2020
	2021

	1
	“ROCE of Sweets Plc”
	
	“Earnings before interest and tax (EBIT) / Capital employed x 100”
	10.23%
	11.71%

	
	2020:
	
	
	
	

	
	“ EBIT”
	720
	
	
	

	
	“Capital-employed”
	7041
	
	
	

	
	
	100
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“EBIT”
	846
	
	
	

	
	“Capital-employed”
	7225
	
	
	

	
	
	100
	
	
	

	2
	“Return on Equity (ROE)”
	
	“Net Income / Shareholders Equity x 100”
	12.57 %
	13.96%

	
	“For the year 2020”:
	
	
	
	

	
	“Net Income”
	366
	
	
	

	
	“Shareholders Equity”
	2912
	
	
	

	
	
	100
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Net Income”
	431
	
	
	

	
	“Shareholders Equity”
	3088
	
	
	

	
	
	100
	
	
	

	3
	“Per share earnings of the business”
	
	“(Net Income-Preferred Dividends)/ Outstanding Shares”
	20.67
	69.67

	
	“For the year 2020”:
	
	
	
	

	
	“(Net Income-Preferred Dividends)”
	124
	
	
	

	
	“Outstanding Shares”
	6
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“(Net Income-Preferred Dividends)”
	418
	
	
	

	
	“Outstanding Shares”
	6
	
	
	

	
	
	
	
	
	

	4
	“Net Profit Levels”
	
	“Total profit / Sales x 100”
	5.68%
	6.40%

	
	“For the year 2020”:
	
	
	
	

	
	“Net Profit”
	366
	
	
	

	
	“Sales”
	6441
	
	
	

	
	
	100
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Net Profit”
	431
	
	
	

	
	“Sales”
	6738
	
	
	

	
	
	100
	
	
	

	
	
	
	
	
	

	5
	“Asset turnover”
	
	“Net Sales / Total Assets”
	0.64
	0.69

	
	2020:
	
	
	
	

	
	“Net Sales of the firm”
	6441
	
	
	

	
	“Total Assets of the firm”
	10087
	
	
	

	
	2021:
	
	
	
	

	
	“Net Sales of the firm”
	6738
	
	
	

	
	“Total Assets of the firm”
	9736
	
	
	

	
	
	
	
	
	

	6
	“Stock Holding Days”
	
	“Closing Stock/ COGS x 365”
	78 days
	80 days

	
	“For the year 2020”:
	
	
	
	

	
	“Closing Stock”
	659
	
	
	

	
	“Cost of Goods Sold”
	3096
	
	
	

	
	
	365
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Closing Stock”
	708
	
	
	

	
	“Cost of Goods Sold”
	3235
	
	
	

	
	
	365
	
	
	

	
	
	
	
	
	

	7
	“Debtor Collection Period”
	
	“Accounts Receivables Balance/Total Net Sales x 365”
	73 days
	68 days

	
	“For the year 2020”:
	
	
	
	

	
	“Accounts Receivables Balance”
	1287
	
	
	

	
	“Total Net Sales”
	6441
	
	
	

	
	
	365
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Accounts Receivables Balance”
	1249
	
	
	

	
	“Total Net Sales”
	6738
	
	
	

	
	
	365
	
	
	

	
	
	
	
	
	

	8
	“Current ratio”
	
	“Current assets / Current liabilities”
	0.77
	0.92

	
	2020:
	
	
	
	

	
	“Current assets of the firm”
	2355
	
	
	

	
	“Current liabilities of the firm”
	3046
	
	
	

	
	2021:
	
	
	
	

	
	“Current assets of the firm”
	2303
	
	
	

	
	“Current liabilities of the firm”
	2511
	
	
	

	
	
	
	
	
	

	9
	“Gearing Ratio”
	
	“Total Debt / Total Equity”
	1.42
	1.33

	
	2020:
	
	
	
	

	
	“Debt of the firm”
	4129
	
	
	

	
	“Equity of the firm”
	2912
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Debt of the firm”
	4137
	
	
	

	
	“Equity of the firm”
	3088
	
	
	

	
	
	
	
	
	

	10
	“Interest Coverage”
	
	“EBIT (Earnings before interest and tax) / Interest expenses”
	4
	3.74

	
	“For the year 2020”:
	
	
	
	

	
	“EBIT”
	720
	
	
	

	
	“Expenses of interest”
	181
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“EBIT”
	846
	
	
	

	
	“Expenses of Interest”
	226
	
	
	

	
	“Accounting Ratios of Sweet Plc of two successive years”:
	
	
	
	

	SL NO
	Ratio
	
	Formula
	2020
	2021

	1
	“ROCE of Sweets Plc”
	
	“Earnings before interest and tax (EBIT) / Capital employed x 100”
	10.23%
	11.71%

	
	2020:
	
	
	
	

	
	“ EBIT”
	720
	
	
	

	
	“Capital-employed”
	7041
	
	
	

	
	
	100
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“EBIT”
	846
	
	
	

	
	“Capital-employed”
	7225
	
	
	

	
	
	100
	
	
	

	2
	“Return on Equity (ROE)”
	
	“Net Income / Shareholders Equity x 100”
	12.57 %
	13.96%

	
	“For the year 2020”:
	
	
	
	

	
	“Net Income”
	366
	
	
	

	
	“Shareholders Equity”
	2912
	
	
	

	
	
	100
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Net Income”
	431
	
	
	

	
	“Shareholders Equity”
	3088
	
	
	

	
	
	100
	
	
	

	3
	“Per share earnings of the business”
	
	“(Net Income-Preferred Dividends)/ Outstanding Shares”
	20.67
	69.67

	
	“For the year 2020”:
	
	
	
	

	
	“(Net Income-Preferred Dividends)”
	124
	
	
	

	
	“Outstanding Shares”
	6
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“(Net Income-Preferred Dividends)”
	418
	
	
	

	
	“Outstanding Shares”
	6
	
	
	

	
	
	
	
	
	

	4
	“Net Profit Levels”
	
	“Total profit / Sales x 100”
	5.68%
	6.40%

	
	“For the year 2020”:
	
	
	
	

	
	“Net Profit”
	366
	
	
	

	
	“Sales”
	6441
	
	
	

	
	
	100
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Net Profit”
	431
	
	
	

	
	“Sales”
	6738
	
	
	

	
	
	100
	
	
	

	
	
	
	
	
	

	5
	“Asset turnover”
	
	“Net Sales / Total Assets”
	0.64
	0.69

	
	2020:
	
	
	
	

	
	“Net Sales of the firm”
	6441
	
	
	

	
	“Total Assets of the firm”
	10087
	
	
	

	
	2021:
	
	
	
	

	
	“Net Sales of the firm”
	6738
	
	
	

	
	“Total Assets of the firm”
	9736
	
	
	

	
	
	
	
	
	

	6
	“Stock Holding Days”
	
	“Closing Stock/ COGS x 365”
	78 days
	80 days

	
	“For the year 2020”:
	
	
	
	

	
	“Closing Stock”
	659
	
	
	

	
	“Cost of Goods Sold”
	3096
	
	
	

	
	
	365
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Closing Stock”
	708
	
	
	

	
	“Cost of Goods Sold”
	3235
	
	
	

	
	
	365
	
	
	

	
	
	
	
	
	

	7
	“Debtor Collection Period”
	
	“Accounts Receivables Balance/Total Net Sales x 365”
	73 days
	68 days

	
	“For the year 2020”:
	
	
	
	

	
	“Accounts Receivables Balance”
	1287
	
	
	

	
	“Total Net Sales”
	6441
	
	
	

	
	
	365
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Accounts Receivables Balance”
	1249
	
	
	

	
	“Total Net Sales”
	6738
	
	
	

	
	
	365
	
	
	

	
	
	
	
	
	

	8
	“Current ratio”
	
	“Current assets / Current liabilities”
	0.77
	0.92

	
	2020:
	
	
	
	

	
	“Current assets of the firm”
	2355
	
	
	

	
	“Current liabilities of the firm”
	3046
	
	
	

	
	2021:
	
	
	
	

	
	“Current assets of the firm”
	2303
	
	
	

	
	“Current liabilities of the firm”
	2511
	
	
	

	
	
	
	
	
	

	9
	“Gearing Ratio”
	
	“Total Debt / Total Equity”
	1.42
	1.33

	
	2020:
	
	
	
	

	
	“Debt of the firm”
	4129
	
	
	

	
	“Equity of the firm”
	2912
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“Debt of the firm”
	4137
	
	
	

	
	“Equity of the firm”
	3088
	
	
	

	
	
	
	
	
	

	10
	“Interest Coverage”
	
	“EBIT (Earnings before interest and tax) / Interest expenses”
	4
	3.74

	
	“For the year 2020”:
	
	
	
	

	
	“EBIT”
	720
	
	
	

	
	“Expenses of interest”
	181
	
	
	

	
	“For the year 2021”:
	
	
	
	

	
	“EBIT”
	846
	
	
	

	
	“Expenses of Interest”
	226
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b) “Evaluating the true performance of the Sweets Plc with its accounting ratios in the markets of the distinct regions of the world”.
Sweets Plc is a company who manufacture confectionery and sweets in its plant located in different areas of the United Kingdom. The company sells its products in the markets of the UK as well as worldwide.  The Return on Capital Employed of the business for the fiscal years 2021 and 2020 were 11.71% and 10.23%.  In relation to 2020, the ROCE of the business is enhanced by 1.48%.  The efficient and better allotment of the funds and other crucial fiscal resources is one of the key reasons behind the advancement in the ROCE of the business (Satola et al., 2021). The increment in the ROCE will bring additional flow of funds in the business which aids the managers to smoothly perform the operations of the business in the market. Moreover, the Return on Equity of the business for both the successive years (i.e. 2021 & 2020) were 13.96% and 12.57%. The advancement in the net income of the business in contrast to previous year is one of the key reasons behind the increase in the ROE in 2020. The advancement in ROE clearly states that the upper management of the business have effectively managed the functions or operations of the business in the market (Salouros and Collins, 2021). Furthermore, the Earning Per Share of the Sweets Plc for the year 2020 was 20.67 Euros but it has changed in the fiscal year 2021. In the year 2021, the “Earning Per Share” of the business was 69.67 Euros. In relation to 2020, there is a drastic change in this ratio which has helped the managers of Sweets Plc to maximise or enhance their net profit margins. As well as, the increase in the price share of the business has enhanced the reputation and goodwill of the business in the market which has offered them a combative edge on their biggest challengers or opponents  in the market. 
The “Net Profit Margin” of Sweets Plc for both the successive years (i.e. 2021 and 2020) were 6.40% and 5.68%. In relation to previous year there is a slight or small change in the “net profit” levels of Sweets Plc in 2021. It states that the upper management of the business has productively managed the indirect and direct expenses of the business which in turn helps them to eliminate the unnecessary expenses which has ultimately helped them to increase their net profit levels in 2021 (Oh et al., 2021). Contrastingly, the “Asset turnover ratio” of Sweets Plc for 2020 was 0.64 but in 2021 it becomes 0.69. There is a small change in the asset turnover of the business in 2021 as contrast to the operations of last year. The better governance and utilisation of the available assets of the business is one of the key reasons behind this advancement. Better utilisation of the assets has also helped the managers to enhance their sale volume which in turn has helped the upper management to maximise the income levels of the business. It also shows that the managers of Sweets Plc have effectively deployed their assets to generate additional cash inflow for the business (Pham et al., 2021). Furthermore, the “Stock Holding Days” of Sweets Plc for the fiscal years 2021 and 2020 were 80 days and 78 days. There is advancement in the “stock holding days” of the business which means the investors and shareholders have more faith in the business in 2021 as opposed to last year. It is a positive thing for the longer sustainability and better position of the business in the marketplace of the UK. 
Meanwhile, the “Debtor Collection Period or Duration” of Sweets Plc for both the successive years (i.e. 2021 and 2020) were 68 days and 73 days. This is an improvement in the debtor collection duration of the business which means the managers of Sweets Plc are receiving their unpaid or due amounts in a lesser period of time in 2021 as opposed to 2020. It will help the administration of Sweets Plc to maintain or preserve their cash funds which allows them to effectively challenge their opponents in the market as well as it allow them to grab the new possibilities in the markets of the world (Sunaryo, 2021). Furthermore, the “current ratio” of Sweets Plc for the years 2021 and 2020 were 0.92 and 0.77. The current ratio of the business is improved by 0.15 that determines there is advancement in the total worth of the current assets of the business and slight fall in the current liabilities of Sweets Plc (Li.and Tan, 2021). However, the current ratio of the business is below 1 that signifies that Sweets Plc is not competent to pay all their current debts in the marketplace with their current assets they have to liquidate their long-duration assets. Moreover, the “Gearing ratio” of the firm for the successive years 2021 and 2020 were 1.33 and 1.42 furthermore, the “Interest Coverage Ratio” of the business for “2021 and 2020 were 3.74 and 4”. As opposed to 2020, in the fiscal year 2021 there is a minor stumble in the overall debt of the organisation which is the key cause at the fall in the interest coverage and gearing ratio of the organisation in the 2021 (Irsan and Rambe, 2021). 
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In this assignment, the ratios and financial statements are prepared for evaluating the positions of the businesses in the marketplace. The reason is expressed why the value of total assets is always matched with the value of liabilities in the final account. The fiscal statements help the managers to make plans from which they can compete with their competitors and enhance their performance and position in the market. The fiscal reports or documents which are made above offer the upper administration of the organsation a clear snapshot or picture of the position of the organisation in the different markets of the world. From the available of the abundant amount of data, the head administration of the businesses can make or construct proactive strategies from which they can efficiently cater the problems which the business is currently facing in the market and can enhance or upgrade their performance. 
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