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A basic understanding of accounting fundamentals is required by all persons concerning business. In this report, there is some comment about a person's statement of different accounting issues. Then using the financial information of Wales plc the income statement of the company is prepared. After that, some ratios are calculated from the given income statement and financial position of Sweet's plc. ROCE, ROE, EPS, net profit margin, asset turnover, stock holding days, debtors collection period, current ratio, gearing ratio, and interest coverage ratio are calculated for the company. Then a detailed discussion about the financial performance and financial position of the company is provided taking into account the the given financial statement and calculated ratios. 
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Commenting on statements about accounting aspects
A detailed comment is provided about each of the given statements is the problem.
The first statement of the person was that the statement of financial position shows how much cash has come into and left the business during the amounting period and the resulting balance at the end of the period. The statement of the person is wrong. In the statement of financial position, all information about the assets and liabilities and shareholders' equity is shown (Sangster & Wood, 2018). In the asset section, there is a current asset and a fixed asset. In the liability section, there are also current liabilities and non-current liabilities. The amount of the total asset always equals the sum of liabilities and shareholders equity. In the statement of cash flow how much cash comes into and how much cash is left can be shown. There are three types of cash flow in the cash flow statement. These are cash flow from operating activities, cash flow from investing activities, and cash flow from financing activities (Fridson & Alvarez, 2022).
The second statement of the person is that non-current assets are things that cannot be moved. This statement of this person is also wrong. Non-current assets are those assets which cannot be converted into cash in a short period. These assets are also known as long-term assets. Non-current assets include long-term investments, land, intellectual property, plant, equipment, machinery, vehicles, etc. Non-current assets may be movable or immovable. Some of the non-current assets can be moved from one place to another place but some of the non-current assets cannot be moved anyway. Machinery, vehicles, etc are moveable non-current assets. On the other hand, land, equipment, etc are not immovable (Chandra, 2017). 
The third statement the person is that managers should only supply financial information to the current shareholders of companies. The financial information of a company is required to be shared with all the stakeholders of the company. Stakeholders include shareholders, suppliers, competitors, creditors, debtors, investors, government, etc. All these parties use financial information to make business decisions. Companies need to verify the authenticity of their financial statement by a third party. The financial statements are required to be audited by the external auditors. Then the audited financial statements need to be made public so that stakeholders can make business decisions (Roychowdhury et al, 2019). Only disclosing the financial information of a company to the current shareholders is not sufficient; all the stakeholders require this information. 
The fourth statement of the person is that there is no need to include prepayments and accruals on the statement of financial position. In the statement of financial position, there is a separate section for current assets and current liabilities. In the current assets section, all the current assets are included. Prepayments are a current asset. If this amount is not included in the financial position, the accurate amount of current assets of a company cannot be determined. On the other hand, in the current liabilities section, all the items of current liabilities are included. Accruals are part of the current liabilities of a company. If the accruals are not included in the current liabilities section the accurate amount of current liabilities cannot be determined (Davies & Crawford, 2011).
The fifth statement of the person is that there is no need for regulation over financial accounts. This statement of this person is wrong. If there is no regulation over financial accounts, companies will prepare their financial statement according to the interest. They will report financial information which can benefit the organization. However, if there is regulation over financial accounts, the companies need to follow some rules and regulations in reporting their financial activities. Consistency in the reporting of all the companies can be found which is required by all the interested parties (Gowthorpe, 2021). 
The sixth statement of the person is that it is important to balance ledger (T) accounts and trial balances before preparing financial statements. This statement of the person is true. Balance ledger accounts and trial balance play a crucial role in preparing the financial statements of an organisation. The balance ledger ensures the accounting equation is maintained by the organization at the time of reporting. With the balance of the ledger, trial balances are prepared. If there is any error in recording any account is the ledger that can be found at the time of preparing the trial balance. Using the information of trial balance the financial statement of an organization is prepared. The reliability and correctness of the financial statements depend on the accuracy of the balance ledger account and the trial balance (Peprah et al, 2022). So, these two required to be prepared before the preparation of financial statements.
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	Details
	Amount ( £)

	Sales revenue
	900000

	Less: 
	

	Commission owed
	2000

	Goods sent to customers
	1000

	Net Sales
	897000

	Cost of Goods Sold:
	

	Cost of sales
	578650

	Depreciation of equipment
	65000

	Gross Profit
	253350

	Operating expenses:
	

	Administrative expenses
	160000

	Interest paid
	2000

	Director's remuneration
	5000

	Distribution cost
	28000

	Unpaid salaries
	10000

	Operating Profit/ profit before tax
	48350

	Corporation tax
	15000

	Net Profit After Tax
	33350


The income statement is one of the most important financial statements of a company. This statement shows the income and expenditure of the company. An idea about the profitability can be gained through this statement. This income statement is prepared using the financial information of Wales plc in the problem. The net sales of the company are 89700m. Net sales are calculated by deducting all sales-related costs from the total sales. Total sales may include both cash sales and sales in credit. From the total sales the amount of commission owed, and goods sent to customers are deducted as both of these are sales-related costs. Deducting the costs of goods sold from net sales gross profit can be calculated. The costs of sales and depreciation of equipment are the components of the costs of goods sold. After deducting these costs the gross profit of the company is determined 253350m. After determining the gross profit operating profit can be calculated by adding all the operating incomes with gross profit and deducting operating expenses from this amount. There is no item of operating income of the company. But there are so many items of operating expenses. Here, it shows that this company spent so much money on one specific item (Weygandt et al, 2020). The administrative expenses of the company are 160000m.  Deducting the operating expenses from the gross profit the operating income or profit before tax is found to be 4830m. At last, net profit is calculated by deducting corporation tax of 1500m from the profit before tax amount. The net profit after tax of Wales plc is determined to be 33350m.
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The profit or loss statement as well as the statement of financial position of Sweets plc is provided in the problem for 2021 and 2022. Using the information provided in these statements some accounting ratios are calculated. These ratios are interpreted below:
ROCE
	Details
	2022
	2021

	EBIT
	620
	539

	Total assets
	9736
	10089

	total current liabilities
	2511
	3046

	ROCE
	8.581314879
	7.652988783


ROCE=EBIT*100/(Total assets - total current liabilities)
ROCE or return on capital employed by Sweets plc is calculated using this formula. The EBIT of the company was £620m for 2022 and £539m for 2021. While the total assets and current liabilities of the company were higher in 2021 than in 2022. The return on capital employed was 8.58% for 2022. And it was 7.65% in 2021. It is shown that the ROCE will be higher in 2022 than that in 2021 (Yusrini et al, 2021). 
ROE
	Details
	2022
	2021

	Net income
	431
	366

	Shareholders Equity
	3088
	2912

	ROE
	13.95725389
	12.56868132


ROE=Net profit*100/shareholders equity
The net profit of Sweets plc was £431m for 2022 and £366m for 2021. The shareholder equity was £3088m and £2912 for 2022 and 2021 respectively. The calculated ROE is 13.96% for 2022 and 12.57% for 2021. The ROE of the company is higher in 2022 than in 2021 as the net profit of the company is higher in 2022 than in 2021. 
EPS
	Details
	2022
	2021

	Net profit
	431
	366

	Numbers of shares
	600
	600

	EPS
	0.718333333
	0.61


EPS=Net profit/number of outstanding shares
Sweets plc’s net profit was £431m and £366m for 2022 and 2021 respectively. The number of outstanding shares is 600 for both 2022 and 2021. The earnings per share (EPS) is .71 for 2022 and .61 for 2021. The earnings per share of 2022 is more than 2021 as the amount of net profit of 2022 is more than 2021 (Vij & Bedi, 2016). 
Net Profit Margin
	Details
	2022
	2021

	Net profit
	431
	366

	Revenue
	6738
	6441

	Net Profit Margin
	6.396556842
	5.682347462


Net Profit Margin=Net profit*100/revenue
The revenue of Sweets plc was £6738m for 2022 and £6441m for 2021. The profit margin of the company is calculated at 6.37% for 2022 and 5.68% for 2021. The net profit margin of the company in 2022 is more than 2021 as the net profit of the company in 2022 is higher than that of 2021 (Nariswari & Nugraha, 2020). 
Asset Turnover Ratio
	Details
	2022
	2021

	Revenue
	6738
	6441

	Average Total Assets
	9911.5
	10087

	Asset Turnover Ratio
	0.679816375
	0.638544661


Assets Turnover Ratio=Revenue/average total assets
The average total assets for 2022 are calculated by adding the total assets of 2021 and 2022 dividing by 2. The average total assets for 2021 are the total assets of 2021 as there is no available financial information for 2020. The asset turnover ratio of Sweets plc is .67 for 2022 and .63 for 2021. The asset turnover ratio of the company is almost the same for both years. 
Stock Holding Days
	Details
	2022
	2021

	Average inventory
	683.5
	669

	Costs of goods sold
	3235
	3096

	Stock Holding Days
	77.11823802
	78.87112403


Stock Holding Days=Average inventory*365/Costs of goods sold
The average inventory of Sweets plc was £683.5m for 2022 and £669m for 2021. The costs of goods sold by the company are £3235m for 2022 and £3096m for 2021. The stock holding days of the company are 77 days for 2022 and 79 days for 2021. The stock holding days decreased in 2022 than 2021 which is a good sign for the company. 
Debtors Collection Period
	Details
	2022
	2021

	Average trade receivables
	1268
	1287

	Credit Sales
	6738
	6441

	Debtors Collection Period
	68.68803799
	72.93199814


Debtors Collection Period=agerage trade receivebales*365/credit sales
The average trade receivables of Sweets plc was £1268m for 2022 and £1287m for 2021. It is assumed that all the sales of the company were credit sales. The debtor collection period of the company is 67 days for 2022 and 73 days for 2021. It is shown that the collection time from the debtors has been reduced which means the collection policy and strategy of the company has been improved. 
Current Ratio
	Details
	2022
	2021

	Current Assets
	2303
	2355

	Current Liabilities
	2511
	3046

	Current Ratio
	0.917164476
	0.773145108


Current ratio=current assets/current liabilities
The current ratio of the company was .91:1 for 2022. And this ratio was .77:1 for 2021. That means that the company has £.92 for paying current liabilities of £1 in 2022. But in 2021 it had current assets of £.77 for paying current liabilities of £1. The financial position of the company has improved than before. 
Gearing Ratio
	Details
	2022
	2021

	Total debt
	6648
	7175

	Total  equity
	3088
	2912

	Gearing Ratio
	215.2849741
	246.3942308


Gearing Ratio=Total debt *100/total equity
Total debt includes both current and non-current liabilities. The total debt of the company was £6648m for 2022 and £7175m for 2021. The amount of debt of the company has been reduced in 2022 than that of 2021. The total equity of the company was £3088m for 2022 and £2912m for 2021. The gearing ratio of the company was 215% for 2022 and 246% for 2021 (Siyanbola et al, 2015). 
Interest Coverage Ratio
	Details
	2022
	2021

	EBIT
	394
	358

	Interest Expense
	226
	181

	Interest Cover Ratio
	1.743362832
	1.977900552


Interest coverage ratio=EBIT/interest expense
The EBIT of Sweets plc was £394m for 2022 and £358m for 2021 while the interest expense of the company was £226m and £181m for 2022 and 2021 respectively. The interest coverage ratio of the company was 1.74 for 2022 and 1.98 for 2021. The interest coverage ratio was better in 2021 than that of 2021.  
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From the given financial statements and calculated ratios using the financial information of Sweets plc, the financial performance and position can be discussed. The revenue of the company was £6441m in 2021. In the next year, it increases to £6738m. This indicates that the sales revenue of the company is enhancing. The operating of the company also increased to £805m in 2022 from £699m in 2021. There is an increase of more than £100m in 2022 than 2021. However, the operation expenses of the company have increased to a greater extent in 2022 than in 2021. In 2022 the operation expenses were £226m while in 2021 it was £181m. The net profit of the company was £366m in 2021 which increased to £431 within just one year. Analysing the income statement of the company it can be said that the financial performance of the company has been improved. The total assets of Sweets plc are almost the same in both 2022 and 2021. However, the current liabilities of the company have been reduced to £2511m in 2022 from £3046m in 2021. This means that the company's liability for the short term has been reduced. The shareholders' equity of the company has been increased in 2022 from that of 2021. The ROCE of the company has increased to 8.58% from 7.65%. This indicates that the return of capital employed has been increased. The income on the capital invested by the shareholders has been increased. The financial performance of the company has been enhanced. Like ROCE, the ROE of the company has increased indicating an improvement in the financial performance of the company. The earnings per share of Sweets plc was £.61 in 2021 which increased to £.72 in 2022. The increase in earnings per share has been increased by almost 20% just within one year which indicates a huge improvement in the financial performance of the company. The profit margin of the has also increased to 6.4% in 2022 from 5.68% in 2021. The asset turnover ratio of the company has also increased in 2021 than that of 2021. That means the company's financial position has been improving than the previous year. The stock holding days of the company have been reduced by 2 days which is a good sign for the company. The debtor collection period has been reduced to 69 days in 2022 from 73 days in 2021. This reduction in the debtor collection period of the company indicates that the company's collection strategy was improved. And it can reinvest this collected money in its business. The current ratio, gearing ratio and interest coverage ratio of the company also indicated an improvement in financial; performance and financial condition of the company (Palepu et al, 2020).
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Conclusion
The statement of financial position of a company shows the items of assets, liabilities, and equity while the cash flow statement shows the inflow and outflow of cash. The non-current assets of a company may be moveable or immovable. And managers should provide all the financial information to all of its stakeholders. A manager should have a good understanding of the fundamentals of accounting as he needs the knowledge of accounting in recording financial activities and taking any business decision that may benefit the company. Wales plc’s financial performance was good as it managed to earn a profit of £3350 in 2022. Analyzing the financial statements and calculating the ratios of Sweets plc it is also found that the financial performance and financial position of the company have been improved in 2022 compared to 2021. 
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