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The accounting fundamentals are concerning the different concepts of record keeping which is considered to be an important function in accounting practices. Businesses or industries should compile all of their finances as well as the accounting operations with the standard forms of retaining, analysing, storing as well as interpreting financial information. The organisation's accountants are divided into three different parts such as financial, managerial as well as income taxes. The following report has focused on the aspects of financial accounting which is mainly related to the preparation as well as the interpretation of different financial statements of the business organisation.
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The financial statements of the business organisation are utilised by the organisation's stakeholders who are related to the financial aspects such as the investors, market analysts along with that creditors. This function ensures that the organisations can easily access the financial position of the businesses (Osadchy et al., 2018). The organisation's ability to take control over the financial resources is also assessed using financial functions. Apart from these three financial users, the management, customers, and competitors are also considered to be the users of financial users who take their own financial decisions in different situations. There are two different parts of the financial statements such as the external as well as the internal user. As the name suggests that the internal users are the ones who are internally linked with the operational activities (Nani, 2019). 
The external users on the other hand imply the stakeholders who are externally associated with the business process such as the customers, investors and the other leaders of the business. Based on different literature, it has been stated that if individuals interpret the data wrong or any kind of misinformation is supported, it could lead to drastic changes in business operations. Therefore, it can be said that the financial statements of the organisations need to be rechecked and that can help in analysing their financial position (Palepu et al., 2020). The preparation of the financial statements is mainly required by the ones who are completely associated with the business organisation and that is needed to be analysed effectively. 
The financial statements also include different measurements that are related to the financial health of the businesses which can help in getting a deeper insight into the performance of the businesses, their operational activities and their cash flows (Fridson and Alvarez, 2022). It has already been mentioned in the above section that there are three different types of financial statements that are associated with the income statement, balance sheet and cash flow. These financial aspects provide an in-dept analysis of the total income, assets along with liabilities of the business organisations. 
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The principles of financial accounting according to the different books, and journals have been defined as the core process that allows businesses to manage the financial aspects including the annual budget of the business organisation. Five different principles are related to the businesses and are associated with consistency, justification, certification, timelessness, and of certification (JOHN, 2022). The main for maintaining the financial principles which often underlie the financial statements is basically to guide the businesses as well as the managers to make the right investments and that can help them to generate revenues. Further, among the different financial principles, it is very important to highlight and maintain a great cash flow. This shall enable the financial managers to create an alert for the financial managers regarding any negative cash flow and that can help in avoiding different risks related to the process (Robinson, 2020).
Accounting principles can help in guiding businesses in preparing for the vast and various financial statements through which they can maintain consistency with different comparisons. Further, computing the financial statements can help in enhancing the income statements using which can draw the attention of the investors towards the process and that could help in getting engaged towards the important process. They shall also be able to enhance and increase the efficiency of the work process (Fenyves et al., 2018). 
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The financial assessment is often the one that is related to conversing the financial as well as the economic data into different monetary, hourly and other units. Accounting measuring methods help in comparing and evaluating the information related to accounting. Different issues can often impact the different financial reporting measurement bases like the value towards the firm, the fair value, the net realizable value and absorption costing (Jean-Paul and Martine, 2018). Three different issues are also associated with this that can often make an impact on the accounting process and these are related to making mistakes in the financial statement, differences in judgements and the misreporting system. These mistakes can make an impact on the business features and that can result in the overall business process through which one can aim at enhancing the existing business features. 
Different researchers as well as scholars have been able to demonstrate significant reasons or the different causes that can impact the leaders in a greater way. It shall also enhance the existing activities of the business situation. Inaccurate knowledge about financial accounting can also result in such an activity that might often reduce the significant chances for the business to create an impact within the overall competitive sphere (Kaydos, 2020). Bad investments and huge losses incurred by the business organisation can also make an impact within the business organisation and that shall reduce the effective opportunities for them to sustain in the competitive sphere. Hence, it is recommended the businesses suggest different measures to the organisation to ensure that they can take up the correct financial process. They are also able to enhance and create their positioning in the competitive sphere through which they could reduce the significant business aspects in the complete process.
[bookmark: _Toc121339306][bookmark: _Toc121344037] In this way, it can help in the preparation and the involvement of different business attributes that can generate higher revenues for the overall business features. Income statement and financial position for Wales Plc.
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	“Computation of Income Statement of Wales Plc”

	Particulars
	Amount

	“Revenue”
	8,00,000

	“Cost of sales”
	5,78,650

	“Gross profit”
	221350

	“Administrative expenses”
	30,000

	“Interest paid”
	2,000

	“Directors' remuneration”
	5,000

	“Distribution costs”
	28,000

	“Operating profit”
	132000

	“Profit before tax”
	353350

	“Taxation”
	100000

	“Profit for the period”
	253350



Table 1: Computation of Income Statement of Wales Plc.
(Source: Self-Developed)
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	“Computation of Financial Position Statement of Wales Plc”

	Particulars
	Amount

	“Assets”
	 

	“Noncurrent assets”
	 

	“Property and equipment”
	6,32,730

	“Current assets”
	 

	“Inventories”
	3,30,600

	“Debtors”
	171105

	“Cash and bank”
	76,250

	“Total assets”
	12,10,685

	“Liabilities”
	 

	“Current liabilities”
	 

	“Trade payable”
	1,71,355

	“Ordinary dividend paid”
	20000

	“Preference dividends paid”
	30000

	“Commission owed”
	3000

	“Non-current liabilities”
	 

	“4% Debentures”
	32,980

	“Total liabilities”
	2,57,335

	“Equity”
	 

	“Ordinary shares”
	4,00,000

	“Preference shares”
	300000

	“Retained earnings”
	253350

	“Total equity”
	9,53,350

	“Total equity and liability”
	12,10,685



“Table 2: Computation of Financial Position of Wales Plc.”
(Source: Self-Developed)
[bookmark: _Toc121339309][bookmark: _Toc121344040]Reason for evaluating financial position statement
It has been demonstrated that the economic structure of the report helps in managing the businesses for controlling important aspects and their money and that helps in maintaining the connections associated with the clients and the other vendors of the businesses. The positioning statement of the business is also balanced according to the ideas related to the double entry accounting and that can be understood easily by the audiences to whom it has been directed (Mullens et al., 2019). Furthermore, the worth of all the resources helps in reasonably expected to be turned into cash within the next years and that can enable individuals to support the existing operational activities and that can be important for analysing the current costs of the businesses and their assets.  
Speaking about liabilities, it can be stated that these are the firm’s past transactions and the recovery of which help in creating the reduction of the macro-economic values of the businesses. The current and the non-current obligations are the different types of liabilities. Contrasting this, it can be stated that the assets of the businesses are often valued and together with the values of the liabilities, it can help in documenting the firm’s financial position (Hayes et al., 2019). The asset is the depiction of the resources that are controllable by the organisations and that have the ability for incurring different economic advancements. Two different types of assets are there which is based on the frequency or the number of times those assets are utilised by the businesses. In this way, it helps in increasing the confidence within the business feature and that can create significant advances in the business attribute that might generate and earn important revenues throughout the processes. 
They shall also be reliable towards the effective business features and that can help in monitoring important business functions and throughout which they can generate important business advances throughout which can enhance and create their business position. These assets can also help in analysing important business transactions using which they can enhance and make their contributions towards a wider business segment. Hence, they can monitor and effectively carry out the financial functions in the complete business process. It can also help in the management of the business affairs which can help in increasing the important resolutions during the businesses. 
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	Computation of Ratio Analysis

	Particulars
	2020
	2021

	ROCE

	Formula of ROCE = Total Assets- Current Liabilities

	Total Assets
	10087
	9736

	Current Liabilities
	2355
	2303

	ROCE
	12%
	11%

	ROE
	 
	 

	Formula of ROE = Net Income / Equity
	 
	 

	Net Income
	366
	431

	Equity
	2912
	3088

	ROE
	13%
	14%

	Earnings Per Share

	“Formula of Earning Per Share = Net Income -preferred Dividend  / Number of Common Shares Outstanding”

	Net Income
	366
	431

	preferred Dividend
	242
	255

	Number of Common Shares Outstanding
	300
	300

	Earnings Per Share
	41%
	59%

	Net Profit Margin

	Formula of Net Profit Margin = Revenue - Cost /  Revenue

	Revenue
	6441
	6738

	Cost
	2646
	2698

	Net Profit Margin
	0.59
	0.60

	“Asset Turnover Ratio”
	 
	 

	“Formula of Asset Turnover Ratio =  Revenue - Total Asset”
	 
	 

	Revenue
	6441
	6738

	“Total Assets”
	10087
	9736

	“Asset Turnover Ratio”
	0.64
	0.69

	“Stock Holding Days”

	“Formula of Stock Holding Days = Inventory / Cost of Goods Sold x 365”

	Inventory
	659
	708

	“Cost of Goods Sold”
	3097
	3235

	“Stock Holding Days”
	78
	80

	“Debtors Collection Period”

	The formula of Debtors Collection  Days = Debtors/ Sales Turnover x 365

	Debtors
	1278
	1249

	Sales Turnover
	6441
	6738

	Debtors Collection Period
	72
	68

	“Current Ratio”

	“Formula of Current Ratio = Current Assets / Current Liabilities”

	“Current Assets”
	2355
	2305

	“Current Liabilities”
	3046
	2511

	Debtors Collection Period
	0.77
	0.92

	Gearing Ratio
	 
	 

	Formula of Gearing Ratio = Debt +Debt / Equity
	 
	 

	Debt
	7175
	6648

	Equity
	10087
	9736

	Gearing Ratio
	1.42
	1.37

	Interest Cover Ratio

	“Formula of Interest Cover Ratio = Current Assets - Current Liabilities / Inventories”

	“Current Assets”
	2355
	2305

	“Current Liabilities”
	3046
	2511

	Inventories
	659
	708

	Interest Cover Ratio
	-1.05
	-0.29


Table 2: Computation of Ratio Analysis of Sweets Plc.
(Source: Self-Developed)
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Ratio analysis is an important strategic and effective financial method that allows the business organisation to earn more information about the financial data or the information that can be utilised for marking significant decisions. The ratio analysis as has been mentioned by most scholars that are an integral financial method that can help organisations to evaluate all its position in the competitive environment. Furthermore, it has all the capabilities for making comparisons between the financial statements with that of the previous year’s financial position.
In the organisation, Sweet Plc has already been assumed as one of the businesses which are effectively helpful in continuing different business aspects. 
The financial statements of the organisation such as the income statement along with the balance sheet statement have helped in maintaining a greater financial position through which they can leverage their liquidity and efficiency. One of the major proofs that have been provided in the above section is the shifting forward by gaining positive inflation in the market since the income statement shows that it has exceeded from $ 6441 to $ 6738. Apart from that, to critically analyse the financial insights such as the profitability, liquidity and efficiency which can be evaluated from the data of Sweet Plc for the two basic years such as 2020 and 2021. 
In the case of Sweet Plc, the ROCE percentage is about 12% and in the second year shall be 11%. This helps in showcasing the efficiency level that they have been able to maintain the ROCE margin within the industry. In the same case for Sweet Plc as well the percentage of ROE is almost 13% and 14%. This is an important aspect that allows the shareholders in the overall measurements that can help in understanding and analysing the unique earning share which has been estimated to be about 41% and that of 59% share in the second year. 
Hence, it can be stated that the comparison of the previous years’ demand and share has also increased through which one can enhance and secretly aim at gaining important advances during the complete situation. The major net profit margins along with that of the present years are about 0.59 and 0.60. The net profit margins are considered to be an important aspect that helps in analysing and understanding important attributes of the overall process and through which it can help in generating higher profit levels and through which one can seek to have earned important position throughout the business activities. It shall also thrive to become and enhance some of the existing features through which they can enhance their existing competencies throughout the processes and that might generate higher revenues for the business attributes. It should also help in creating important advances through the processes that can help in allocating important positions through the attributes and that can help in analysing some of the business profitability. The higher the profitability earning, the more it can help in gaining significant knowledge about the business processes through which they can have an impact within the business processes. 
Further, it can be stated that the stock holding period is very broad as compared to that of the industry's average holding. The results further show that the selling process of one unit of stock almost takes over 78 days or 80 days which is also not beneficial for businesses. Along with the businesses, it should also be referred to four other types of rations that shall be calculated including the debtor's collection periods, the existing rations, the interest cover rations along with that the gearing ratio. Hence, for this business as well, it is very important to collect and analyse the important information related to this business aspect that can very well demonstrate their collections and processes.
The above section has also helped in analysing the different contexts through which one is able to conduct the effective attributes towards the business activities and that can enhance and contribute towards a greater process. It can also help in modifying significant business processes that can undertake the business processes effectively. It can also reduce the chances of the business perspectives effectively throughout which one can effectively handle the situation. It shall also help in encouraging individuals towards a significant process that can also enable the different properly analysing the important advances in the creation process. Furthermore, it had also helped in analysing some of the significant attributes using which one can aim at enhancing the current attributes and that can enhance the current capabilities of the overall enhancing competition in the market and that can also allow the enhancement of the competitive environment. The financial data serves to be an important aspect based on which individuals can create their significant positions and through which they could have enhanced their business position. These data can help in undertaking important business features through which it can help in modifying some of the significant business affairs and that can help in the management of the effective business process. It should also enhance some of the extensive business processes and that might reduce the effectiveness of the businesses through which it can help in enhancing some of the business attributes which can effectively and ensure that the business objectives can be achieved easily. The financial statements and the complete advancements using which one can get to know about the different aspects in the processes. Furthermore, it has also helped in understanding the important nature of the process of the business organisations and the note taking process through which it can help in achieving the different processes. They can also help in the overall processes can be help in significantly creating and aiming for the betterment of the overall process. It shall also help in significantly creating their own position throughout which they can achieve the maximum benefits in the process. 









[bookmark: _Toc121339312][bookmark: _Toc121344043]Conclusion 
In the above study, it can be concluded that the overall accomplishment of the paper not only facilitates the operational activities but also ensures that individuals could have been able to manage and enhance the significant business attributes. In this way, they could have been able to earn important business prospects. The financial statements have also been explained in the above section and the importance of the businesses using the different stakeholder analyses have also been explained in the above section. It has also sought to demonstrate the data that has been collected from the analysis of the projected budget. The different important financial functions have been analysed in the above section and using which one can clarify the different business prospects.
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