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[bookmark: _Toc153829267]Introduction
This analysis focuses on understanding accounting principles and discussing various accounting situations. It addresses topics such as the complexity of financial statements and the need for regulatory supervision. Accounting concepts are defined and misunderstandings are addressed. The next section will discuss the fiscal year ending December 31, 2022, and its important balances, highlighting the new era in Wales plc's financial landscape. Factors like equipment depreciation, unpaid salaries, projected corporation tax, and pending transactions are considered to provide a detailed picture of the company's financial status. The final piece will discuss how to use Sweets plc's financial data to calculate important ratios, such as net profit margin, earnings per share, return on equity, return on capital employed, and earnings per share. This analysis helps fill in gaps in understanding Sweets plc's financial health and future prospects.
[bookmark: _Toc153829268]Common Misunderstandings in Accounting
The belief that the statement of financial position only represents cash transactions occurring during an accounting period. To correct this misunderstanding effectively, it is important to highlight that the statement takes into account a wider perspective of a company's financial standing, which includes its assets, liabilities, and equity (Granlund & Lilien, 2023). Promote continued learning by suggesting pertinent resources to enhance comprehension.
[bookmark: _Toc153829269]Confused non-current assets definition
Non-current assets are fixed and cannot be easily moved or converted into cash. In order to provide a constructive resolution, it is important to specify that although some non-current assets, such as buildings, are fixed and cannot be moved, others, such as vehicles or equipment, have the ability to be relocated. Emphasise the variety of non-current assets and clarify that their categorization is determined by the company's intended use rather than their inherent ability to move (Skinner, 2023). Promote a comprehensive comprehension of accounting principles, highlighting the fluidity of long-term assets in many corporate scenarios. This methodology encourages a more precise and all-encompassing understanding of accounting concepts.
[bookmark: _Toc153829270]Perception of inadequate regulation
In fact, businesses need to share financial information with everyone who has an interest in them, such as present and future owners, debtors, and the public at large. Building trust, getting partners, and keeping a good image are all helped by this. As a way to help the person get a better understanding of their role in financial communication, could suggest that they look into modern accounting practices and corporate governance principles that stress how important it is for all stakeholders to have open and easy access to financial information (Kramer & Spiceland, 2023).
[bookmark: _Toc153829271]Prepayments and accruals omission misconception
To dispel the misconception that prepayments and accruals are not included in financial statements, it is essential to provide instructional materials or references that emphasize their inclusion. This can be found in accounting textbooks, authoritative standards, or educational articles. Using concrete illustrations or case studies can also enhance understanding. Further research on existing accounting literature or seeking clarification from accounting specialists can help dispel the fallacy and improve comprehension of financial reporting ideas (Granlund & Lilien, 2019).
[bookmark: _Toc153829272]Contrary to Financial Account Regulation
Financial rules are crucial for maintaining transparency, accountability, and reliability in financial reporting. They protect stakeholders, investors, and the public by implementing uniform reporting methods, deterring fraudulent activities, and promoting trust in financial markets (Chari & Griffin, 2023). Without adequate regulation, financial mismanagement, inaccurate information dissemination, and unethical behaviour can occur. To foster a more informed debate, it is essential to engage in constructive conversations, discuss the reasons behind their perspectives, and consider the positive effects of financial laws (Granlund & Lilien, 2022). Addressing specific cases where regulation has proven beneficial can further enhance the discourse.
[bookmark: _Toc153829273]T-account balance and trial balance confusing importance
Balance ledger (T) accounts and trial balance are crucial in financial reporting for precision, comprehensiveness, and dependability. T accounts provide a log of transactions, consolidating debit and credit entries, ensuring transparency and traceability (Harrison, W. 2023). Trial balance consolidates balances from all ledger accounts, ensuring debits and credits are equal. Both accounts are essential for the accuracy and reliability of financial information provided to stakeholders.
[bookmark: _Toc153829274]Wales plc 2022 Income Statement
The financial information for Wales plc for the fiscal year ending on December 31, 2022 is shown in British Pounds (£). The numbers contain essential financial indicators according to figure 1.
Wales plc. Balance Sheet as of 31st December 2022 (£)
	Assets

	Variable Costs        (Current Assets)                    
	Fixed Costs          (Non-Current Assets)

	Sales (Revenue)                              £900,000
	Equipment                                       £650,000

	Costs Of Sales                                  £578,650
	Depreciation                                    £130,000

	Liabilities
	

	4% Debentures       (Long-Term) £100,000
Interest paid                                   £2000
Current Liability
Administrative expenses               £160,000
Distribution Costs                           £28,000
	

	Equity
	

	Directors’ Remuneration               £5000
	


Figure 1		
[bookmark: _Toc153829275]Unrecorded depreciation, payroll, tax, sales commission, and business deal for the year 2022.
Wales plc had a revenue of £900,000, with sales expenditure of £578,650, and gross profit of £321,350. Operating expenditures were £193,000, including £160,000 in administrative expenses, £5,000 in directors' remuneration, and £28,000 in distribution charges. The net income generated by typical company operations is £128,350, calculated by deducting operating expenditures from gross profit. The financial expenditures were £2,000. The profit before tax is £126,350, calculated by subtracting operating profit from the given amount. The estimated corporate tax expense is £15,000. The ultimate net profit for the year is £111,350, calculated by subtracting expected tax from profit before tax.
[bookmark: _Toc153829276]Comparative Ratio Calculation: Sweets plc (2022 and 2021) 
Ratio computations are a potent instrument for financial analysis, providing a full perspective on a company's financial performance. Through comprehending the many ratios and their ramifications, Sweets plc may create well-informed selections, pinpoint places for improvement, and communicate proficiently with stakeholders. 
[bookmark: _Toc153829277]The Profit and Loss statement
Sweet plc reported a revenue increase from £6,441 million in 2021 to £6,738 million in 2022, with a rise in gross profit from £3,345 million to £3,503 million and operating profit from £699 million to £805 million. Factors affecting the bottom line include Profit/Loss on Sale of Fixed Assets and Investment Income. Despite an increase in interest payable, the Profit Before Taxation grew from £539 million to £620 million, and after taxation, the final Profit for the Year rose from £366 million to £431 million.
[bookmark: _Toc153829278]Statement of Financial Position for Sweet plc as of December 31, 2022, and December 31, 2021
In 2022, Sweet plc's financial status,  Non-Current Assets are £7,433 million, including Intangible Assets, Property, Plant and Equipment, and Investments, while Current Assets are £2,303 million. Total Assets are £9,736 million, with Current Liabilities of £2,511 million and Non-Current Liabilities of £4,137 million. Net Assets are £3,088 million, and equity components include Ordinary Share Capital, Share Premium, and Retained Profits.
[bookmark: _Toc153829279]ROCE
ROCE is a crucial metric for Sweet plc, providing stakeholders with a means to evaluate the company's financial well-being, effectiveness, and overall appeal as an investment.
ROCE for 2022:
Operating Profit = £805 million
Capital employed= Total Assets £9,736m - Current Liabilities £2,511m = £7,225m
ROCE = (Operation Profit £802m /Capital Employed £7,225m) x 100 = approximately 11.14%
ROCE for 2021
Operating Profit = £699m
Capital Employed = Total Assets £10,087m - Current Liabilities £ 3,046= £7,041
ROCE = (Operating Profit £699m/Capital Employed £7,041) x 100 = approximately 9.92%
Sweet plc's 2022 and 2021 Return on Capital Employed (ROCE) were 11.14% and 9.92% respectively, indicating effective capital use and profitability. The constant rise in ROCE demonstrates successful capital management, enhancing the company's resilience and potential for long-term success.
[bookmark: _Toc153829280]ROE
Calculating the return on equity (ROE) for Sweet plc is crucial for evaluating its financial well-being, profitability, and the efficiency of its management in creating value for shareholders. It functions as a helpful measure for investors, analysts, and firm executives in formulating informed judgements and strategic strategies.
ROE for 2022
Net Income= Profit of the year £431m – Dividend Paid £255m= £176m
Avg. Shareholders' Equity = (Opening Equity £2,912m + Closing Equity£3,088m) / 2 = £3,000m
ROE = (Net Income £176m/ Avg. Shareholders’ Equity £3000m) x 100 = approximately 5.87%
ROE for 2021
Net Income = Profit of the year £366m – Dividend Paid £242= £124m
Avg. Shareholders’ Equity= (Opening Equity £2,912 + Closing Equity £2,912)/2= £2,912m
ROE= (Net Income £124m/ Avg. Shareholders’ Equity £2,912m) x 100= approximately 4,26%
Sweet plc's 2022 net income was £431 million, with a dividend of £255 million and remaining profits of £176 million available to shareholders. The average shareholders' equity was £3,000 million, resulting in a 5.87% Return on Equity. In 2021, the net income was £366 million, with a dividend of £242 million, resulting in a net income of £124 million and a 4.26% Return on Equity. These figures demonstrate Sweet plc's commitment to shareholder value and long-term financial stability.
[bookmark: _Toc153829281]Earnings per share
Sweet plc reported a net income of £431 million in fiscal year 2022, after a dividend payment of £255 million. The remaining profits amounted to a net income accessible for shareholders of £176 million. The calculation of Earnings Per Share (EPS) for 2022 was based on the Weighted Average Number of Shares, which was 1,536 shares, and the average share price of £5.12. The EPS for 2022 was £114.58, indicating the company's ability to generate profits for each outstanding share. In 2021, the EPS was £82.67, demonstrating Sweet plc's commitment to enhancing shareholder value.
Net Income=£431m−£255m=£176m
Weighted Average Number of Shares= (300 + £300/2) x £5.12 = 1,536 
ESP= Net income £176m/ Avg. Number of Shares 1,536= £114.58
[bookmark: _Toc153829282]Net profit margin
Net Profit Margin for 2022
(Net Income £431m/Revenue £6,738m) x 100 = 6.39%
Net Profit Margin for 2021
(Net Income £366m/ Revenue £6,411m) x 100 = 5.70%
In 2022, Sweet plc's Net Profit Margin was 6.39%, calculated by dividing its Net Income of £431 million by its total Revenue of £6,738 million. In 2021, the Net Profit Margin was at 5.70%, with Net Income amounting to £366 million and Revenue reaching £6,411 million. These data assess the company's profitability relative to its total sales for each corresponding year.
[bookmark: _Toc153829283]Asset turnover
Asset Turnover for 2022
Revenue £6,738/Net Assets £3,088m = Asset Turnover 2.18 times
Asset Turnover for 2021
Revenue £6,441m/Net Assets £2,912m = Asset Turnover 2.21 times
In 2022, Sweet plc had a strong performance in Asset Turnover, with a revenue that was 2.18 times its net assets of £3,088 million. In 2021, the company's Asset Turnover was 2.21 times, with sales of £6,441 million and net assets of £2,912 million.
[bookmark: _Toc153829284]Stock holding days
Stock Holdings Days for 2022
(Inventory £708m/Cost of Sales £3,235m) x 365 days = 79.89 days
Stock Holding Days for 2021
(Inventory £659m/Cost of Sales £3,096m) x 365 = 77.69 days
The stock holding days for 2022 were calculated by dividing the inventory value of £708 million by the cost of sales of £3,235 million, resulting in an estimated value of 79.89 days. This is slightly higher than the 2021 calculations, which yielded 77.69 days. The increase in stock holding days from 2021 to 2022 may indicate a slight increase in inventory turnover, suggesting potential changes in inventory management. Tracking this measurement is crucial for maximizing working capital and ensuring effective inventory control.
[bookmark: _Toc153829285]Debtors collection period
For 2022
(Trade receivable £1,249m/Revenue £6,738) x 365 days = 67.65 days 
For 2021
(Trade receivable  £1,287m/Revenue £6,441m) x 365 days = 72.93 days
Sweet plc's Debtors Collection Period has improved significantly in 2022, with a shorter time of 2.25 months, compared to the previous year's 2.42 months. This indicates improved efficiency in collecting outstanding payments, boosting cash flow and liquidity. This short Debtors Collection Period also signifies efficient credit management and increased working capital, indicating the company's financial stability.
[bookmark: _Toc153829286]Current ratio
For 2022
Current Assets £2,303m/Current Liabilities £2,511m = approximately 0.92%
For 2021
Current Assets £659m/Current liabilities £3,046m = approximately 0.22%
Sweet plc's current ratio is 0.92, with current assets of £659 million and liabilities of £3,046 million. This ratio is lower than its 2021 ratio of 0.22%, suggesting a reduced ability to meet immediate financial commitments. A higher ratio indicates improved liquidity and ease in fulfilling short-term obligations, while a smaller ratio may indicate difficulties in fulfilling urgent financial obligations.
[bookmark: _Toc153829287]Gearing ratio
For 2022
(Long Term Depts £4,137m/Long Term Dept £4,137m + Equity £3,088m) x 100% = 57.25%
For 2021
(Long Term Depts £4,129m/ Long Term Depts £4,129m + Equity £2,912m) x 100% = 58.64%
The gearing ratio of Sweet plc in fiscal year 2022 was at 57.25%, suggesting a moderate dependence on long-term indebtedness for both operational and investment purposes. The current ratio surpasses the 58.64% figure seen in 2021, suggesting a small rise in dependence on long-term debt. The alteration in the gearing ratio offers valuable information on the company's financial risk and its capacity to fulfil debt commitments, as it signifies a moderate dependence on debt for both operations and investment.
[bookmark: _Toc153829288]Interest cover
For 2022
Operating Profit £805m/ Interest Payable £226 = 3.56 times
For 2021
Operating Profit £699m/ interest Payable £181m = 3.86 times
Sweet plc's interest cover ratio in 2022 was 3.56, indicating a robust ability to meet interest obligations. In 2021, it was 3.86 times, indicating a more robust ability to satisfy interest commitments. This indicates a state of financial stability. Monitoring fluctuations in the ratio over time provides valuable insights into the organization's financial well-being and its debt management proficiency. This indicates a strong ability to meet interest obligations.
[bookmark: _Toc153829289]Analysing Sweets plc's Financials using Ratios and Statements
Sweets plc's financial statements show a significant increase in revenue, gross profit, and operating profit, with a positive Net Profit Margin. The Return on Capital Employed rose from 9.92% to 11.14%, indicating improved capital utilization. The Return on Equity (ROE) increased from 4.26% to 5.87%, indicating a commitment to shareholder value. Profits per share (EPS) surged from £82.67 to £114.58. The Asset Turnover ratio declined, while stock holding days increased. The Current Ratio rose from 0.22% to 0.92%, improving the company's short-term financial standing. The Gearing Ratio decreased slightly to 57.25%. The Interest Cover remained high at 3.56 times, demonstrating a capacity to fulfil interest commitments. Overall, Sweets plc's financial statements show favourable patterns in profitability, efficiency, and financial well-being. It is recommended to continue monitoring important ratios to maintain long-term financial stability.
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