



Accounting Fundamentals LCBB4001
Component 1 
Coursework: Essay


Student name: Brindusa-Mihaela Ciobanu   
Student ID: 2247469



Introduction
Global sweets and confectionery leader Sweets plc is examined for its financial performance and predicament. The company's financial records for 2021 and 2022 are examined to determine its strategic direction, operational efficiency, and financial situation. It also covers basic accounting principles, regulatory compliance, correct financial reporting, and financial statement complexity. Financial Ratios like ROCE, ROE, EPS, net profit margin etc. and efficiency and effectiveness of operations are used to assess the company's financial health. By analysing results within the industry framework, the study seeks to improve strategic decision-making, long-term growth, and shareholder value. This detailed essay helps stakeholders comprehend Sweets plc's financial health, business direction, and position in the competitive worldwide market.
Question 1
Comments
1. An association's financial well-being at a particular moment, ordinarily at the decision of a reporting period, is portrayed on a yet-to-be-determined sheet, which is otherwise called the proclamation of financial status (Chiappetta, Shaw and Wild, 2017). The financial record gives an outline of the resources, liabilities, and equity of an organisation, rather than the income explanation that subtleties the cash coming in and going out over a specific timeframe. It gives an image of the organisation's total assets by posting its resources, liabilities, and the piece of its worth that has a place with investors (equity). Indeed, even though it's critical to take a gander at the financial record to perceive how the cash was moving during the period, it doesn't show how much was coming in or going out. In its place, the assertion of income records proper data, painting a full perspective on the money management and functional proficiency of the business (Sheriff, 2023).
2. As opposed to being sold for cash in no less than a year, non-current resources cover a great many assets that a firm holds for long-term use in its tasks. The objective is to produce income from these resources (Wild, 2022). Property, plant, hardware, and elusive resources are vital to the organisation's capacity to do its primary exercises and accomplish its drawn-out development objectives. As opposed to the normal faith in steadiness, non-current resources are characterised not by their actual portability but rather by their drawn-out financial worth and handiness (Finkler, Calabrese and Ward, 2018). They are long-term interests in the organisation's assets—its actual plant, programming, and licensed innovation—that are essential to its capacity to contend and create results. They are significant for the organisation's working productivity, benefit, and long-term supportability, despite the fact that they aren't effortlessly switched over completely to cash at present.
3. Managers have a moral commitment to give precise financial data to their partners in general, including current and expected investors, leasers, and government organisations (Dyckman, 2018). Keeping financial announcements transparent is fundamental to this obligation since it advances trust and considers an informed dynamic in all areas. To construct trust with their partners, Managers should convey total and exact financial information. This gives an air of liability and genuineness. They recognise that financial exposures affect the speculation of local areas, banks, and administrative observers, and responsibility goes beyond their immediate investors. Eventually, transparent financial detailing is the underpinning of good corporate administration. It gives partners the data they need to assess chances, make wise asset portions, and play a functioning role in the organisation's prosperity (Macfarland and Ayars, 2018).
4. To precisely record financial transactions, one should represent the two prepayments (like prepaid costs) and accruals (like accrued expenses). The financial statements have not yet mirrored these transactions, but rather they are addressed by these sections. Their joining is basic since it ensures that budget summaries precisely reflect what is going on and functional achievement (Sheriff, 2023). It is important to designate prepayments to the right accounting time frames in the future so they are in accordance with the matching rule since they reflect costs that have gotten comfortable with development. Conversely, acknowledgement is fundamental for accumulations, which address expenses that have been caused but not yet paid, to give a precise image of the organisation's responsibilities and liabilities (Chiappetta, Shaw and Wild, 2017). Representing prepayments and gatherings in budget summaries assists organisations with showing their entire financial picture, which further develops straightforwardness and responsibility by providing partners with a superior thought of the organisation's liquidity, productivity, and generally speaking, financial well-being.
5. To keep up with dependability, transparency, and responsibility in financial detailing structures, financial record guidelines are fundamental. To guarantee consistency and equivalence across budget reports, these guidelines act as defences, as shown by evaluating prerequisites and accounting principles (Dyckman, 2018). Organisations can safeguard investors' inclinations and construct market certainty by giving steady and dependable data to partners by following laid-out guidelines. Investors, creditors, and different partners can pursue better choices with the assistance of these principles that decrease the probability of bogus or deceiving financial disclosures. In this manner, administrative management is significant for guaranteeing the financial framework's validity and dependability, advancing public trust in corporate administration principles, and supporting the economy's proficient arrangement of assets (Bragg, 2022).
6. To guarantee that all financial records are exact and complete, two pivotal moves towards accounting are the compromise of record (T) accounts and the formation of a preliminary equilibrium. To approve the harmony among charges and attributes and to give an early evaluation of conditional exactness, a preliminary equilibrium gives a short outline of all record adjustments (Sharma, 2023). By fixing irregularities now, should rest assured that budget summaries will be dependable for future detailing and examination. Accountants affirm the exactness of financial information by going through this interaction, which lessens the probability of errors that could influence the unwavering quality of financial reports. (Ballada, 2019) This precise method carries out twofold responsibility: it checks the rightness of kept transactions and gives partners confidence in the straightforwardness and steadfastness of the financial information imparted to them, which thusly advances trust and considers better choices (Woulard, 2021).
Question 2
Income Statement
	Income Statement for Wales Plc

	For the Year Ended 31st December 2022

	Sales (Revenue)
	 £                900,000 

	Less: Cost of Sales
	 £                578,650 

	Gross Profit
	 £                321,350 

	Depreciation on Equipment (10% of £650,000)
	 £                  65,000 

	Administrative Expenses
	 £                160,000 

	Unpaid Salaries (December 2022)
	 £                  10,000 

	Directors’ Remuneration
	 £                    5,000 

	Distribution Costs
	 £                  28,000 

	Interest Paid
	 £                    2,000 

	Commission owed to Salesmen
	 £                    2,000 

	Total Operating Expenses
	 £                272,000 

	Operating Profit
	 £                  49,350 

	Less: Corporation Tax
	 £                  15,000 

	Net Profit
	 £                  34,350 



Question 3 
a) Ratio Calculation
Return on Capital Employed (ROCE): 
Formula: Operating Profit / (Total Assets - Current Liabilities).
For 2022: 805 / (9,736 - 2,511) = 0.11 or 11% 
For 2021: 699 / (10,087 - 3,046) = 0.10 or 10%
Return on Equity (ROE):
Formula: Net Income / Total Equity.
For 2022: 431 / 3,088 = 0.14 or 14%
For 2021: 366 / 2,912 = 0.13 or 13%
Earnings Per Share (EPS): 
This is calculated as Net Income / Number of Shares. The number of shares is calculated as Share Capital / Par Value.
Formula: Net Income / Number of Shares
For 2022: 431 / (300 / 0.50) = 2.87
For 2021: 366 / (300 / 0.50) = 2.44
Net Profit Margin:
Net Income / Revenue.
For 2022: 431 / 6,738 = 0.06 or 6% 
For 2021: 366 / 6,441 = 0.06 or 6%
Asset Turnover:
Formula: Revenue / Total Assets.
For 2022: 6,738 / 9,736 = 0.69 For 2021: 6,441 / 10,087 = 0.64
Stock Holding Days: 
Formula: (Inventory / Cost of Sales) * 365.
For 2022: (708 / 3,235) * 365 = 80 days
For 2021: (659 / 3,096) * 365 = 78 days
Debtors Collection Period:
Formula: (Trade Receivables / Revenue) * 365.
 For 2022: (1,249 / 6,738) * 365 = 68 days
For 2021: (1,287 / 6,441) * 365 = 73 days
Current Ratio: 
Formula: Current Assets / Current Liabilities.
For 2022: 2,303 / 2,511 = 0.92
For 2021: 2,355 / 3,046 = 0.77
Gearing Ratio: 
Formula: Long-Term Debt / (Long-Term Debt + Equity). 
For 2022: 4,137 / (4,137 + 3,088) = 0.57 or 57% 
For 2021: 4,129 / (4,129 + 2,912) = 0.59 or 59%
Interest Cover: 
Formula: Operating Profit / Interest Payable.
For 2022: 805 / 226 = 3.56 times
For 2021: 699 / 181 = 3.86 times
b) Critical Analysis of Financial Position
A few insights into the tasks, profitability, liquidity, solvency, and effectiveness of Sweets plc are uncovered by investigating the organisation's financial performance and position.
Profitability:
Profitability measures showed critical enhancements for Sweets plc, featuring the organisation's capable asset management and steady working effectiveness. The return on capital employed (ROCE) increased from 10% in 2021 to 11% in 2022, which shows that the organisation is truly adept at bringing in cash compared with the cash it places in. This increment shows that Sweets plc utilised its assets to make higher practical increases, and that implies that the organisation is better at distinguishing its assets and utilising them (Schroeder, Clark and Cathey, 2022).
The return on equity (ROE) increased from 13% in 2021 to 14% in 2022, showing that the business was getting more cash and that investors' cash was all around being spent. This shows that Sweets plc is improving and has more cash since purchasers got additional cash flow from their venture (Abed et al., 2022).
The way that Sweets plc's net profit margin remained something similar at 6% in 2021 and 2022 is more verification of how well the organisation handles its expenses. Despite the fact that the organisation got more cash flow, a major lump of that cash was transformed into an advantage. This showed how diligent and talented they were in exploring and attempting market factors (Carvalho and Almeida, 2022).
Earnings per share, or EPS, is a ratio of an organisation's financial well-being. Earning per share for Sweets plc's investors worked on in 2022, ascending from £2.44 in 2021 to £2.87. This development might be owing to expanded profitability or a diminishing in the number of exceptional offers, yet it demonstrates that the organisation's net gain expanded at a quicker rate than its remarkable offers (Ferry and Slack, 2021).
These benefit measurements show that Sweets plc is a strong financial player that focuses on returning money to financial backers and expanding investor esteem. The organisation's essential smart and functional flexibility was in plain view when it kept up with and expanded benefits despite a cutthroat market. This looks good for the organisation's future development and achievement (Hanlon, Yeung and Zuo, 2021).
Liquidity:
If a business is solvent and has adequate liquid assets, covering its bills both now and in the future ought to be possible.
With a current ratio that expanded from 0.77 in 2021 to 0.92 in 2022, Sweets plc's liquidity went through a critical improvement. A higher capacity to settle short-term liabilities with current assets is recommended by this improvement. Creditors and investors ought to relax, realising the firm can deal with its short-term financial responsibilities because of the current ratio's ascent, which shows better liquidity management (Ergasheva, Turgunovna and Abrorovna, 2022).
Solvency:
Regardless of proceeding to depend vigorously on debt financing, Sweet's plc exhibited empowering patterns concerning solvency. In 2022, the equipping ratio dropped from 59% in 2021 to 57%, suggesting that the organisation's financial influence was marginally diminished and its solvency had reached the next level. Although the organisation's debt load is still high, the outfitting ratio has gone down, and that implies the capital construction is more adjusted and the financial gamble is lower. Notwithstanding, it is as yet defenceless against financial slumps (Comte et al., 2022).
While Sweets plc's interest cover ratio was 3.86 times in 2021, it tumbled to 3.56 times in 2022, a little decline. The capacity of the partnership to meet its advantage costs with its working pay has diminished barely, as shown by this decay. The manager ought to watch out for the interest cover ratio, in any event, when it's presently fitting, to ensure the business can take care of its bills, particularly when financing costs are rising or the economy is unsound (Bragg, 2022).
Signs of solvency and liquidity both improved for Sweets plc, showing what is going on and more cautious treatment of the organisation's assets. The firm might keep its funds stable and diminish its capital design by giving close consideration to its advantage cover ratio and keeping a decent blend of debt and value-supporting assets (Finkler, Calabrese and Ward, 2018).
Efficiency:
The proactive way to deal with asset usage and functional smoothing out shown by Sweets plc was highlighted by amazing efficiency increments across key functional KPIs. A significant ratio of compelling asset use, the asset turnover ratio, expanded decisively from 0.64 in 2021 to 0.69 in 2022. This increment shows that Sweets plc is vastly improved at transforming its assets into cash, which means better functional efficiency and more proficient utilisation of assets. The organisation's gifted initiative is likely to be credited with this improvement, which prompted a superior utilisation of assets, which thus expanded efficiency and drove income development (Macfarland and Ayars, 2018).
Stock holding days expanded somewhat from 78 days in 2021 to 80 days in 2022, showing an unassuming drop in stock turnover efficiency, regardless of the general proficiency enhancements. Management gets an opportunity to reexamine stock control gauges and boost working capital usage, regardless of whether this increment could demonstrate issues with stock administration. Sweets plc can increase functional efficiency, income elements, and the effect of long stock holding periods by executing more grounded stock administration systems (Sheriff, 2023).
An uplifting proof of improved effectiveness in overseeing receivables and quicker cash transformation is the way that the Debtor's Collection Period dropped fundamentally from 73 days in 2021 to 68 days in 2022. Quicker debtor payment collection and better liquidity management are the results of Sweets plc's fruitful endeavours to smooth out its receivables tasks, which are reflected in this drop (Schroeder, Clark and Cathey, 2022). This vertical pattern, further developed income execution, and expanded functional efficiency can be kept up with on the off chance that the firm finds ways to further develop its receivables management methods (Woulard, 2021).
Sweets plc took extraordinary steps in further developing asset turnover and debt assortment, yet they ought to focus on further developing their stock administration techniques since there was a little expansion in stock holding days. Sweets plc may economically create, remain in front of the opposition, and work on generally speaking proficiency by utilising these data to proactively address functional failures (Sharma, 2023).
Further developed profitability, liquidity, solvency, and efficiency estimates described Sweets plc's solid financial performance and position in 2022. To make a big difference in its development direction and decrease chances, the organisation should be keeping watch for significant financial markers (Ballada, 2019). Further advancement of functional effectiveness, reinforcing of liquidity savings, and wise administration of debt levels are strategies that the administration might seek to guarantee financial supportability over the long term (Dyckman, 2018).
Conclusion
Sweets plc's financial analysis reveals its strengths, weaknesses, opportunities, and dangers. It also shows better ROCE, ROE, and net profit margin for the organisation. Asset turnover and debtor collection periods demonstrate resource management and operations. However, rising stock holdings necessitate inventory management improvements. Improved liquidity and solvency allow the company to handle long-term and short-term debt. Sweets plc has persevered and strategically planned for growth and profitability despite economic uncertainties. Future growth, risk mitigation, and value creation are promising. Sweets plc needs operational excellence, prudent financial management, and strategic innovation to succeed.
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