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[bookmark: _Toc77182347]Introduction
The assignment on accounting fundamentals will apply emphasis on the performance evaluation of two companies as per the questions –Kedison plc and Chocco plc for the 2-year duration (2020 and 2019). The statement extracts as supplied by Kedison plc will be correctly utilised for developing the enterprise’s consolidated statements for displaying its P/L and financial status. The theoretical concept regarding the matching of financial status balances will also be touched upon here. The statement extracts as supplied by Chocco plc will be correctly utilised for developing the specified array of ratios in accounting. Finally, comments will be made for the performance state of the enterprise with a relevant link to the ratio outcomes.

[bookmark: _Toc76502514][bookmark: _Toc77182348]Question1-
[bookmark: _Toc76502515][bookmark: _Toc77182349](a.) Developing the P/L Statements (Income Statements) along with Statements showing Financial Status
(A.) Statement regarding Profits/ Losses developed for KEDISION:-
Books under KEDISON PLC
P/L Statement
as year ended 31st December,2020
	Particulars
	Notes
	(£)Details
	(£)Amounts
	(£)Amounts2

	REVENUES:-
	
	
	
	

	Sales
	
	826,650
	
	

	ADD:- Credit Sales
	1
	980
	
	

	NET REVENUES
	
	
	827,630
	

	EXPENDITURES:-
	
	
	
	

	LESS:- Cost of Sales
	
	578,650
	
	

	Corporation tax
	2
	68,000
	
	

	Directors' Remunerations
	
	5,000
	651,650
	

	GROSS Operating Profit(Earned)
	
	
	175,980
	

	LESS:- Non-operating costs:-
	
	
	
	

	Distribution & Selling costs:
	
	
	
	

	Administrative costs
	
	30,000
	
	

	Distribution costs
	
	28,000
	
	

	Finance Costs:
	
	
	
	

	Interests Payment
	
	2,000
	
	

	NET non-operating costs
	
	
	60,000
	

	NET Operating Profits(Earned)
	 
	 
	 
	115,980








Statement Interpretation:-
The additional adjustments as mentioned in the extracted case have been correctly used during the creation of the consolidated statements for P/L as per the requirement of Kedison plc. The worked-out notes for each of the statements will be supplied towards the end of the developed statements. The first statement as was developed above for P/L has duly noted that after appropriate adoption of quality business practices, Kedison plc was able to obtain a commendable net surplus (operating) earning of £115,980 during the ending period Dec 2020. This signifies that the enterprise was successful in producing adequate gains (surpluses) despite using some revenues for recovering its suffered costs. These might include corporate taxes, manufacturing expenses, administration and distribution along with other finance expenses. This potential is symbolic of the enterprise’s ability regarding the converting of its obtained sales proceeds into business surplus in an efficient manner. The documentation and creation procedures for the above statement falls under such vital functions that are necessitated for a business' management or directors' board to attain a clearer understanding of their performance. The statement creation enables them to realise their current profitability state and accordingly make modifications to decisions for improving their current performance.







(B.) Statement regarding Financial Position developed for KEDISON:-
Books under KEDISON PLC
Financial Status Statement
as year ended 31st December,2020
[image: ]


Statement Interpretation:-
[bookmark: _GoBack]The additional adjustments as mentioned in the extracted case have been correctly used during the creation of the consolidated statements for financial status as per the requirement of Kedison plc. The worked-out notes for each of the statements will be supplied towards the end of the developed statements. The second statement as was developed above for reviewing financial status has duly noted that after appropriate adoption of quality business practices, Kedison plc was able to obtain a matching final balance of £1,147,335 for assets with liabilities during the ending period Dec 2020. This signifies that the enterprise was successful in producing and maintaining adequate business wealth (assets) despite using some of them for settlement of its suffered accrued debts. These might include long-range borrowings and loans, business creditors and so on. This potential is symbolic of the enterprise’s ability for conversion of its accumulated business wealth into coverings for business debts in an efficient manner. The documentation and creation procedures for the above statement falls under such vital functions that are necessitated for a business' management or directors' board to attain a clearer understanding of their financial state. The statement creation enables them to realise their current wealth status and accordingly make modifications to decisions for improving their future fund and finance stability.
NOTES for WORKINGS for the Statements of P/L and also of Financial Status:-
(1) ADJUSTMENTS for TRADE DEBTORS’ (also SALES):-
[image: ]


(2) ADJUSTMENTS for CORPORATION TAX:-
Corporate taxes are the EXPENSES element that businesses similar to Kedison plc consider for accounting under their books. Due to this nature of the element, it was duly adjusted by entering it as a subdivision under Operating Expenses inside the ‘STATEMENT for P/L’. Adjustments usually have double simultaneous entry, and thus, is also entered as an element under Equity inside the ‘STATEMENT showing FINANCIAL STATUS’.
(3) ADJUSTMENTS for RETAINED EARNINGS:-
[image: ]	
[bookmark: _Toc76502516][bookmark: _Toc77182350](b.) The probable causes for the matching out of the financial status statement 
Elucidating ‘Balance Sheet’- For displaying an enterprise’s overview of its currently possessed total asset wealth and also of its currently accruing business obligations, the building of a balance sheet is necessary. The statement supplies a display of two categories of elements –Assets first, and Equity or Liabilities second. The categories also have an array of further subheadings that give a detailed picture of the overall end-state of Kedison plc’s possessed total asset wealth balance, and also of its overall balance of accruing business obligations (Wyatt, 2016). The obligations are generally relevant to near or long-range trade creditors or equity/share-owners. The term ‘balance' sheet itself gives meaning to its core function, which implies the neutralising and matching of the categories’ end-state or balances as per the final (ending) accounting period date. This absolute matching out of these end balances always results due to a singular cause. That cause has found below for further elucidation:-
‘DOUBLE-ENTRY’ practices- The major cause facilitating this matching or neutralising of the 'financial position' statement is the practice adopted from the universal GAAP guidelines that are popularly known as 'double-entry' accounting practices. Most of the large enterprises of the UK and also other global nations leaving out a few of the micro or small-size sole proprietors (who follow ‘single-entry’ practices). The core concept of this practice lies in its name ‘double-entry’. It means entering each transaction at two places possessing opposite natures. The opposing natured sides are one side for credit entries and another side for debit entries in every business book (Smith, 2020). An example of this practice might be during the business function of good procurement. This case results in the entrance of final saleable goods, or assembling parts for the completion of final goods, into the business storages (inventories). This entrance necessitates a simultaneous exchange of monetary funds as spending for this procurement. The entering goods cause a rise in company wealth ('inventory' in current asset), while the simultaneous monetary spending causes a fall in company wealth ('cash at bank' in current asset). Hence, this duality of transactional documentation finally neutralises the occurred change, due to which the financial statements displaying status remains unchanged and its final balances (for both categories) matches.


[bookmark: _Toc76502517][bookmark: _Toc77182351]Question2-
[bookmark: _Toc76502518][bookmark: _Toc77182352](a.) Developing an array of Accounting Ratios as required for 2 years (2020 and 2019) (in £m)
(1.) RETURN ON CAPITAL EMPLOYED(R.O.C.E.)
	Formula for Usage:-

	R.O.C.E.=



Solutions:-
	Year-2020

	E.B.I.T.=£846
C.E.= 
TOTAL assets=£9,736
CURRENT liabilities=£2,511
CE==£7,225
Thereby, R.O.C.E. will be;
R.O.C.E.=
=£0.117 that is £0.12

	Year-2019

	E.B.I.T.=£720
C.E.=
TOTAL assets=£10,087
CURRENT liabilities=£3,046
CE==£7,041
Thereby, R.O.C.E. will be;
R.O.C.E.=
=£0.102 that is £0.10



(2.) RETURN ON EARNINGS(R.O.E.)
	Formula for Usage:-

	R.O.E.=



Solutions:-
	Year-2020

	REVENUES(N.I.)=£431
(ADJUSTED) Shareholders’ EQUITY(S.E.)=
GROSS equity=£3,088
Dividend Payments=£255
Thereby, S.E.=  =£2,833
Thereby, R.O.E. will be;
R.O.E.=
=£0.152 that is £0.15

	Year-2019

	REVENUES(N.I.)= £366
(ADJUSTED) Shareholders’ EQUITY(S.E.)=
GROSS equity=£2,912
Dividend Payments=£242
Thereby, S.E.= =£2,670
Thereby, R.O.E. will be;
R.O.E.=
=£0.137 that is £0.14



(3.) EARNINGS PER SHARE(E.P.S.)
	Formula for Usage:-

	E.P.S.=



Solutions:-
	Year-2020

	REVENUES(N.I.)=£431
PREFERENCE dividend=NIL
Share count Outstanding(o/s)=206 shares
Thereby, E.P.S. will be;
R.O.E.=
=£2.092 that is £2.10

	Year-2019

	REVENUES(N.I.)=£366
PREFERENCE dividend=NIL
Share count Outstanding(o/s)=268 shares
Thereby, E.P.S. will be;
R.O.E.=
=£1.365 that is £1.37



(4.) NET PROFIT MARGIN(N.P.M.)
	Formula for Usage:-

	N.P.margins=



Solutions:-
	Year-2020

	NET income (N.I.)=£431
GROSS REVENUES (or SALES)=£6,738
Thereby, N.P.margins as such be;
N.P.margins=
=6.396% that is 6.40%

	Year-2019

	NET income (N.I.)=£366
GROSS REVENUES (or SALES)=£6,441
Thereby, N.P.margins as such be;
N.P.margins=
=5.682% that is 6.70%



(5.) ASSETS TURNOVER RATIOS(A.T. Ratios)
	Formula for Usage:-

	A.T. Ratios=



Solutions:-
	Year-2020

	NET REVENUES (or SALES)=£6,738
Avg. GROSS assets=
OPENING GROSS assets=£10,087
CLOSING GROSS assets=£9,736
Thereby, Avg. GROSS assets=
=
=£9,911.50
Thereby, A.T. Ratios such as be;
A.T. Ratios=
=£0.679 that is £0.68

	Year-2019

	NET REVENUE (or SALES)=£6,441
Avg. GROSS assets=
OPENING GROSS assets=£NIL
CLOSING GROSS assets=£10,087
Thereby, Avg. GROSS assets=
=
=£5,043.50
Thereby, A.T. Ratios such as be;
A.T. Ratios=
=£1.277 that is £1.30



(6.) STOCK or INVENTORY HOLDING DAYS(I-H. Days)
	Formula for Usage:-

	I-H. Days=



Solutions:-
	Year-2020

	NET REVENUES (or SALES)=£6,738
Avg. STOCKS that is INVENTORY=
OPENING Stocks=£659
CLOSING Stocks=£708
Thereby, Avg. STOCKS=
=
=£683.50
COST OF SOLD ITEMS(C.O.G.S.)=£3,235
Thereby, I-H Days such as be;
I-H. Days ratios=
I-H. Days ratios=
=77.144 days that is £77 days

	Year-2019

	NET REVENUES (or SALES)=£6,441
Avg. STOCKS that is INVENTORY=
OPENING Stocks=£NIL
CLOSING Stocks=£659
Thereby, Avg. STOCKS=
=
=£329.50
COST OF SOLD ITEMS(C.O.G.S.)=£3,096
Thereby, I-H. Days such as be;
I-H. Days ratios=
I-H. Days ratios=
=38.85 days that is £39 days






(7.) DEBTORS’ COLLECTION PERIODS (or DAYS)(D.C.Periods)
	Formula for Usage:-

	D.C.Periods=



Solutions:-
	Year-2020

	NET REVENUES (or SALES)=£6,738
Avg. DEBTORS (or RECEIVABLES)=
OPENING Debtors=£1,287
CLOSING Debtors=£1,249
Thereby, Avg. DEBTORS=
=
=£1,268
Thereby, D.C.Periods such as be;
D.C.Periods ratios=
D.C.Periods ratios=
=68.689 days that is 69 days

	Year-2019

	NET REVENUES (or SALES)=£6,441
Avg. DEBTORS (or RECEIVABLES)=
OPENING Debtors=£Nil
CLOSING Debtors=£1,287
Thereby, Avg. DEBTORS=
=
=£643.50
Thereby, D.C.Periods such as be;
D.C.Periods ratios=
D.C.Periods ratios=
=36.467 days that is 36.50 days



(8.) CURRENT RATIOS(C.Ratios)
	Formula for Usage:-

	C.Ratios=



Solutions:-
	Year-2020

	GROSSED CURRENT Assets=£2,303
GROSSED CURRENT Liabilities=£2,511
Thereby, C.Ratios such as be;
C.Ratios=
=£0.917 that is £0.92

	Year-2019

	GROSSED CURRENT Assets=£2,355
GROSSED CURRENT Liabilities=£3,046
Thereby, CURRENT Ratios such as be;
C.Ratios=
=£0.773 that is £0.80



(9.) GEARING RATIOS(G.Ratios)
	Formula for Usage:-

	GEARING RATIOS(G.Ratios)=




Solutions:-
	Year-2020

	BANK Overdrafts(Bank o/d)=£Nil
LONG-RANGE debts=£4,137
SHORT-RANGE debts=£2,511
(ADJUSTED) Shareholders’ EQUITY(S.E.)=
GROSS equity=£3,088
Dividend Payments=£255
Thereby, S.E.= =£2,833
Thereby, GEARING RATIOS(G.Ratios) such as be;
GEARING RATIOS(G.Ratios)=
GEARING RATIOS(G.Ratios)=
=£2.346 that is £2.35

	Year-2019

	BANK Overdrafts(Bank o/d)=£Nil
LONG-RANGE debts=£4,129
SHORT-RANGE debts=£3,046
(ADJUSTED) Shareholders’ EQUITY(S.E.)=
GROSS equity=£2,912
Dividend Payments=£242
Thereby, S.E.= =£2,670
Thereby, GEARING RATIOS(G.Ratios) such as be;
GEARING RATIOS(G.Ratios)=
GEARING RATIOS(G.Ratios)=
=£2.687 that is £2.70



(10.) INTEREST COVERAGE RATIOS(I-C. Ratios)
	Formula for Usage:-

	I-C. Ratios=






Solution:-
	Year-2020

	E.B.I.T.=£846
Interests Expenditure(I.E.)=£226
Thereby, I-C. Ratios such as be;
I-C. Ratios=
=£3.743 that is £4

	Year-2019

	E.B.I.T.=£720
Interests Expenditure(I.E.)=£181
Thereby, I-C. Ratios such as be;
I-C. Ratios=
=£3.977 that is £4



[bookmark: _Toc76502519][bookmark: _Toc77182353](b.) Relevant comments for Chocco plc concerning its financial condition of performance and status
The accountancy subject and its field of study usually possess 5 majorly classified ratio categories. Some of the ratios have been chosen from these ratio categories to present an overview of the financial condition of performance as well as the status of Chocco plc. Some of the ratios (in this case, current ratios) justifying and assessing the liquidity or solvency extents have been selectively computed for the enterprise. This ratio was found to be heightened from the previous (2019) year in the ongoing (2020) year. This has proved the enterprise’s capacity in supporting the coverage of its accrued obligations by gaining aid from its available assets contents (Revolut, 2020). There is another ratio category justifying and assessing the leveraging factor of the enterprise through the computation of ‘interests coverage ratios’. This ratio was found to be diminished from the previous (2019) year in the ongoing (2020) year. This has, hence, not been able to prove the enterprise’s capacity in regulating and giving positive emphasis towards returns to its creditors out of its long-range borrowings (Arora, 2021).
There is another ratio category justifying and assessing the efficiency factor of the enterprise through the computation of ‘stock-holding ratios’. This ratio was found to have heightened from the previous (2019) year in the ongoing (2020) year. This has, hence, not been able to prove the enterprise’s capacity in the conversion of its storage-held stocks into rapid sales figures. This signifies the enterprise’s failing efficiency towards gaining sales turnovers in the ongoing year due to which the days of stock-holding has abruptly inclined. It was, however, noted that the ratios of R.O.C.E. and R.O.E. have both substantially heightened from the previous (2019) year in the ongoing (2020) year. This has proved the enterprise’s capacity in successfully producing the desired returns/profits out of investment contributions (D'Angelo, 2020). The enterprise’s capacity for raising required funds have also been found impressive through the ascertainment of ‘gearing ratios’.


[bookmark: _Toc76502520][bookmark: _Toc77182354]Conclusion
The assignment on accounting fundamentals has applied emphasis on the performance evaluation of two companies as per the questions –Kedison plc and Chocco plc. The statement extracts as supplied by Kedison plc were correctly used for developing the enterprise's consolidated statements for displaying its P/L and financial status. The theoretical concept regarding the matching of financial status balances was also touched upon here. The statement extracts as supplied by Chocco plc were correctly used for developing the specified array of ratios in accounting. Finally, comments were made for the performance state of the enterprise with a relevant link to the ratio outcomes.
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(3.) RETAINED EARNINGS:- (£)Amounts

Retained earnings (for JAN 2020) 132,000

LESS:- Preference dividend payment 30,000

ADJUSTED RETAINED EARNINGS 20,000

ADJUSTED RETAINED EARNINGS 82,000


image1.emf
Particulars Notes (£)Details (£)Amounts (£)Amounts2

ASSETS:-

NON-CURRENT Assets:-

Fixed Assets:

Plant and Equipment 632,730

GROSS Fixed Assets  632,730

CURRENT Assets:-

Trade Debtors 1 171,105

Inventories/Stocks 330,600

Cash and Bank 12,900

GROSS Current Assets 514,605

TOTAL ASSETS 1,147,335

EQUITY & LIABILTIES:-

EQUITY:-

Shareholders' Funds:-

Retained Earnings (for 01.01.20) 3 82,000

Corporation Tax 2 68,000

10% £1 Preference Shares 300,000

£1 Ordinary Shares 310,000

NET Operating Earnings 115,980

TOTAL EQUITY 875,980

LIABILITIES:-

NON-CURRENT Liabilities:-

4% Debentures 100,000       

GROSS NON-CURRENT Liabilities 100,000      

CURRENT Liabilities:-

Trade Creditors 171,355       

GROSS CURRENT Liabilities 171,355      

TOTAL LIABILITIES 271,355          

TOTAL EQUITIES & LIABILITIES 1,147,335     


image2.emf
(1.) DEBTORS:- (£)Amounts

Debtors balance (for 2020 end) 170,125

ADD:- Credit sales 980

TOTAL debtors (also TOTAL sales) 171,105


