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[bookmark: _Toc152264390][bookmark: _Toc153200952]Introduction 
The actual concept of accounting fundamentals mainly involves the specific concepts and principles which is used by a business entity in order to record, interpret as well and classify its financial transactions. Therefore a business entity is able to track their income and expenses which happens within their business at the time of operating their business activities as well as the accurate statement of final position of their assets and liabilities. It helps in providing effective insight into the inertial health of the company on the basis of which they can make different types of decisions. Therefore, this biller study is going to explain and typically evaluate different types of inversion which are provided on the basis of accounting conversation. Moving ahead it will also develop a critical calculation of income statement for the respective business Wales plc for the year 2022. It will also highlight the calculations of the ratio analysis for Sweets plc for the accounting year 2022 and 2021 respectively.

[bookmark: _Toc153200953]QUESTION 1
1. Commenting on the first statement:
The particular statement of financial condition is mainly referred to as a balance sheet which can be understood by a business at the end of the year and mainly portrays the actual position of monetary of a business for a specific (accountingtools, 2023). It does not show the position for the period of cash flow. It also highlights the equity, assets as well and liabilities of a company by providing the quickest snapshot regarding their ownership condition, resource usage and obligations. However, it does not forecast the moment of cash or any kind of cash flow details. In order to track the in and out flows of money within the business it is necessary for an entity to use the statement of cash flow which shows the investing, operational as well as financial activity.
2. Commenting on the first statement:
It is not possible for a business to move its assets as it offers future worth for a company beyond a single year. This mainly includes some key tangible assets of a company which involves buildings and machinery, land and properties. There are also some intangible assets which are presented, including goodwill or patents (Davis, 2021). On the other hand, there are also some kind of non-kind assets presented which can be moved from place to place including lands buildings machines properties and all. All these elements cannot be sold by a company on an immediate basis for which they can contribute to the operations of the business for a long time. Moreover, the tangible assets of a business can be depreciated or capitalized on the basis of their value which impacts the statement of finances of a company representing the investments for the long time.
3. Commenting on the first statement:
The managers of a company play a crucial part in all the shareholders of the business including the current and the past ones. Presenting an accurate statement of finances helps a business to make sure that they are following transparency and accountability in order to foster trust among their shareholders and stakeholders. It also has an attracting investors who check the financial records of a business before investing (openstax, 2023). However, changes of the shareholder are normal in order to trade which excludes the actual information regarding current shareholders. Each neglects the actual rights of the potential investors or upcoming investors. Comprehensive as well as timely information helps to form effective decisions which impact the reputation and stock prices of a company. Moreover, transparent disclosure helps a business to show the way they are aligning their business practices by maintaining ethical aspects that help in providing a foster and healthy relationship with their investors for doing investment.
4. Commenting on the first statement:
The assertion disregarding accruals as well as prepayments on the basis of a statement of finances reflects the inaccurate position of a company. Both the aspects of prepayments and accruals are considered necessary as they reflect the monetary activity which has not been recorded. In this regard the concept of prepayment highlights prepaid expenses which have been incurred but not paid yet. Both of the elements impact the statement of finances as prepayments impact assets on the other hand accruals impact liabilities (aatcomment, 2020). However, if a company omits both of these elements it can mislead the actual financial statement by impacting the liabilities and assets.
5. Commenting on the first statement:
Regulations within the financial accounts are necessary for a business for a number of reasons it helps in making sure the concept of comparability, accuracy as well and transparency while preparing financial reports as it helps foster trust and a sense of honesty among the stakeholders. GAAP as well as IFRS produces accounting standards which highlight uniformity in order to allow investors, governments, and creditors for the sake of analysing the business effectively. However, without maintaining regulation a business can face inconsistency, manipulation or presentation of unreliable data which can harm and prevail the confidence of shareholders and impact the market stability (White, 2023). Therefore oversight allows to prevent fraud which promotes the transparency and accountability of a business. As a result, our kid business can maintain its integrity while preparing financial information as it will help them to analyse their risks and economic condition.
6. Commenting on the first statement:
Confirming that charges complement credits in ledger T-accounts ensures correctness in the recording of transactions. By aggregating all ledger balances for each account, the trial balance validates this state of balance. Problems like omissions or faulty recording might throw this balance off. Reliable accounting balances are essential because they provide the foundation for statements of finances such as the balance sheet and income statement, thus ensuring correctness in depicting the financial state of a business as well as performance (lumenlearning, 2023) (corporatefinanceinstitute, 2023).

[bookmark: _Toc153200954]QUESTION 2
Preparation of the statement of income for Wales plc for the year ended 31st December 2022
	Particulars
	Amount
	Amount 

	Sales 
	
	900000

	COGS:
	
	

	Opening inventory
	
	

	Add: Purchases
	
	

	Less: closing inventory
	
	

	Depreciation on inventory
	650000x10%
	65000

	Gross profit
	
	835000

	Operating expenses
	
	

	Administrative expenses
	170000
	

	Distribution costs
	28000
	

	Director's remuneration
	5000
	

	Interest paid
	2000
	

	Total operating expenses
	
	205000

	Profit before tax
	
	

	Tax estimated
	
	15000

	Net profit for the year
	
	613000



Presenting the analysis of the above computation:
The above statement is showing the preparation of an income statement for the particular company Wales Plc. Here, the statement has been prepared for the year 2022 where the overall rate of the revenue has been made by the respective business is around £ 900000. It has also added the value of depreciation on inventory after which the actual amount of gross profit has been identified as £ 835000. Moving ahead there are also some of the expenses which have been incurred by the entity at the time of operating their activities have been added and the sum total of the expenses has been determined £ 205000. Hence, Wales Plc’s net profit has been evaluated as £ 613000. 
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Presenting the financial ratio for Sweets plc for the year 2021 and 2022
ROSE
	Calculation of Return on capital employed (ROCE)

	Particulars 
	2022 
	2021

	Earnings before interest and tax (EBIT) 
	805 
	699

	Total Asset 
	9,736 
	10,087

	Current liabilities 
	2,511 
	3,046

	Capital employed 
	7,225 
	7,041

	ROCE= EBIT/ Capital employed*100
	= 805/7225*100
11.1419 
	699/7041*100
9.92757



ROE 
	Calculation of Return on equity (ROE)

	Particulars 
	2022 
	2021

	Net income 
	431 
	366

	Shareholders’ equity 
	300 
	300

	ROE= Net income/Shareholders Equity 
	=431/300
1.436667 
	366/300
1.22



Earnings per share 
	Calculation of Earning per share

	Particulars 
	2022 
	2021

	Net income 
	431 
	366

	Outstanding shares 
	300 
	300

	Average outstanding shares 
	300 
	150

	EPS= Net income/ Average outstanding shares 
	=431/300     
1.436667 
	366/150
2.44



Net profit margin 
	Calculation of Net profit margin

	Particulars 
	2022 
	2021

	Net profit 
	431 
	366

	Total revenue 
	6738 
	6441

	Net profit margin= (net profit /revenue) x 100 
	= 431/6738*100
6.396557 
	366/6441*100
5.682347



Asset turnover 
	Calculation of Asset turnover

	Particulars 
	2022 
	2021

	Total revenue 
	6738 
	6441

	Total Asset 
	9,736 
	10,087

	Average total asset 
	9911.5 
	5043.5

	Asset turnover= Revenue/average total asset 
	= 6738/9911.5
0.679816 
	6441/5043.5
1.277089



Stock holding days 
	Calculation of Stock holding days

	Particulars 
	2022
	2021

	Closing stock 
	708
	659

	Cost of goods sold 
	3235
	3096

	Stock holding days (Closing stock/cost of goods sold) x 365 
	=708/3235*365
79.8825
	659/3096*365
77.69218346



Debtors collection period 
	Calculation of debtors' collection period

	Particulars 
	2022
	2021

	The amount owed by Debtors 
	1,249
	1287

	credit sales 
	6,738
	6441

	Debtors collection period (Amount owed by debtor/annual credit sales) x 365 
	=1249/6738*365
67.6588
	1287/6441*365
72.93199814



Current ratio 
	Calculation of the current ratio

	Particulars 
	2022
	2021


	Current asset 
	9,736
	10,087

	Current liabilities 

	2,511
	3,046


	Current ratio (current asset/ current liabilities) 
	=9736/2511
3.87734
	10087/3046
3.311556139



Gearing ratio 
	Calculation of gearing ratio

	Particulars
	2022
	2021

	Loans and borrowings
	4137
	4129

	Shareholder equity
	3,088
	2912

	Gearing ratio loans and borrowings/shareholder equity
	=4137/3088
1.42067
	4129/2912
1.417925824



Interest cover
	Calculation of interest cover

	Particulars 
	2022
	2021

	Earnings before interest and taxes 
	805
	699

	Interest expenses 
	226
	181

	Interest covers EBIT/Interest expenses 
	= 805/226
3.561947
	699/181
3.861878453



Critically evaluating the above calculations of the ratio for Sweets Plc for the year 2021 as well as 2022
ROSE
The positive outcome within the ratio of return on capital employed for the particular company Sweets Plc has been determined for the years 2021 and 2022 as 9.93% and 11.14% respectively. This highlights the increase in the profitability of the business as well as the significant utilisation of the value of capital investment of the company (Kliestik et al., 2020). Therefore it may attract the potential investors towards the company as the community of the company is effective. In order to increase the rate the company may need to acquire skilful employees who can improve the productivity of the company.
ROE 
Rapid enhancement within the value of particular businesses ROE has been determined as 1.22 and 1.43 for the years 2021 and 2022. It has indicated that the company has been able to use the funds of the shareholders in an effective manner for which they have been able to get a higher rate of profitability in the following year (Hasanaj and Kuqi, 2019). Apart from this, the company is also able to do effective management which helps them in generating higher rates of returns. In order to sustain this particular practice it is necessary for the respective business to concentrate on diversifying lines of the products as well as expanding the research within the market. This will allow them to strengthen the efficiency of operations as well as make more investments in innovation.
Earnings per share 
The ratio of funding per share has highlighted a sharp decline within the business entity from the year 2021 to 2022 as the value of EPS has been determined as 2.4 to 1.4. Therefore the profitability of the company has decreased at that time which may happen due to various factors which include a reduction in the revenue or an enhancement within the cost of operations (Gowthorpe, 2021). Therefore the company exists to foster some effective measures of cost efficiency apart from this diversifying the lines of the product can also help the company boost their sales level.
Net profit margin 
The above calculation demonstrates the net profit of the particular business where a slight enhancement within the margin of the net profit in 2022 has been seen as 6.39. Therefore this particular enhancement has happened within the company as they are able to save some of their costs while operating their business activities (Dong et al., 2018). In order to put more focus on developing the profitability margin the company can be suggested to foster technological factors in their business operation which will help them save time and manufacture more products.
Asset turnover 
On the basis of the hour of calculation, a sharp decline within the ratio of asset turnover for the respective business has been seen in the year 2022. In 2021 it was identified as 1.28 which declined to 0.68 in the following year this signifies that the company was suffering from enhancing its efficiency in generating revenue out of its assets (Lee et al., 2018). To boost this ratio the particular entity had to learn if it is a strategy to use the assets within their business in a more effective manner.
Stock holding days 
The stockholding days are basically inventory turnover days which reflects that the particular business has used two more extra days in 2022 in comparison to 2021. This signifies that the company is unable to forecast the demand as well as the amount of production required for its business. In order to increase the performance it is necessary for the company to foster a better management process and produce a small number of products for selling (Serran et al., 2019). 
Debtors collection period
The calculation of data collection time or number of days for the particular business shows the ability of the business to collect all their money from their debtors or customers in a small number of days in comparison to 2021 where it has used 72 days and donated 32 it has used 67 days. This suggests the efficiency of the company in serving effective payment of customers as well as creating policies.
Current ratio 
The determination of the current ratio for the respective business has been identified through which 3.31 and 3.8 rate has been gathered for the year 2021 and 2022. This indicates the enhanced ability of the company to mitigate its immediate obligations and liquidity (Fago, 2019).
Gearing ratio 
The gearing ratio of the particular company has been slightly increased in the year 2022 as 1.42 which has been determined as 1.41 in 2021. This suggests that the company is able to manage its debt label in an effective manner by avoiding any kind of financial risk. The further enhancement of this ratio the company needs to implement debt management strategies (Zizi et al., 2020).
Interest cover
The potential strain of the particular business entity can be understood by the decline in the ratio of interest cover. Here the reduction can be seen from 3.86 to 3.56 in 2022. In order to improve this particular ratio the companies suggest focusing on increasing their profitability or even reducing their debt label for the sake of covering interest coverage (Flores and Jimeno, 2019).



[bookmark: _Toc153200956]Conclusion 
The above study has emphasized developing a detailed understanding of the various concepts of accounting and finances within a business entity. In order to prepare that it has used six scenarios of financial and accounting concept through which different aspects of accounting has been determined. For example, it has critically evaluated the way non-current assets of a business entity cannot be moved or placed from one place to another. Apart from this according to the statement, there was information regarding that a business may not require the financial regulations while preparing their financial accounts which has also been evaluated with proper reasons of the necessity of maintaining the regulations in finances. Moving ahead it has also developed an accounting computation of the income statement of Wales Plc in which the respective business has acquired a net profit of around £ 613000. In addition to this, the financial performance of Sweets Plc for the years 2021 and 2022 has been designed by using accounting ratios on the basis of which it has been identified that in 2022 its performance has been increased.
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