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Kedison PLC
Statement of Profit/Loss Account
For the year ended 31 December 2020
	Items
	Amount 
	Amount
	Amount

	Sales
	T-1
	
	827,630

	Less: Cost of Goods Sold
	
	
	(578,650)

	Gross Margin
	
	
	248,980

	
	
	
	

	Less: Total Operating costs:
	
	
	

	Administration costs:
	
	
	

	  Directors remuneration
	5,000
	
	

	  Other Admin. Costs
	30,000
	35,000
	

	Sales and distribution costs:
	
	
	

	  Sales Commission 
	3,000
	
	

	  Distribution costs
	28,000
	31,000
	(66,000)

	Earnings Before Interest & Tax
	
	
	182,980

	
	
	
	

	Less: Interest expense
	T-2
	
	(4,000)

	Earning Before Tax
	
	
	178,980

	
	
	
	

	Less: Corporate Tax
	
	
	(68,000)

	After Tax Net Income
	
	
	110,980





Calculation Task:
TASK-1: Sales Revenue
The number of goods was unrecorded on 31st December 2020 worth £980, and it will be paid in the next year. But this sale is considered as the revenue in the financial year, therefore it should be adjusted with present sales revenues. 
Therefore, 
	Total Sales Revenue
	= Recorded Sales + Unrecorded Sales
= £826,650 + £980 
= £827,630



TASK-2: Interest Expenditures
	Items
	Amount
	Amount

	Interest Expenses In 2020
	£100,000 *4%
	£4,000

	Interest Expenses paid in 2020
	
	(£2,000)

	Due Interest Expenses
	
	£2,000






Statement of Financial Position of Kedison PLC
Kedison Plc
Balance Sheet
For the Year 31st December 2020
	Particulars
	Amount 
	Amount
	Amount

	Assets
	
	
	

	Fixed Assets:
	
	
	

	Plant and equipment
	
	
	     632,730 

	
	
	
	

	Current Assets:
	
	
	

	Stock End of the year
	
	330600
	

	Cash and bank
	
	12900
	

	Debtors
	T1
	171105
	     514,605 

	Total Assets
	
	
	1,147,335

	
	
	
	

	Equity and Liabilities
	
	
	

	Equity:
	
	
	

	 Ordinary shares
	
	   310,000 
	

	 Preference shares
	
	   300,000 
	

	
	
	
	

	 Retained Profits:
	
	
	

	   Retained profits (1 January 2020)
	132,000
	
	

	Add: Net Margin 
	110,980
	
	

	
	
	242,980
	

	 Less: Ordinary dividend paid
	(20,000)
	
	

	        Preference dividend paid
	(30,000)
	50,000
	802,980

	
	
	
	

	Non-Current Liabilities:
	
	
	

	Debentures
	
	
	100,000

	
	
	
	

	Current Liabilities:
	
	
	

	Trade Creditors
	
	171,355
	

	Tax Payable
	
	68,000
	

	Interest Due
	
	2,000
	

	Accrued Sales Commission
	
	3,000
	244,355

	Total Equity and Liabilities
	
	
	1,147,335
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The Reason For the Statement of Financial Position Be Balanced
A financial Statement is a recognized financial record of a business organization that represents the ultimate overview of the firm. The ultimate purpose of preparing a financial statement is to identify, record, measure, and inform its relevant stakeholder (Barth, 2015). Every public limited company must publish its financial statement every financial year because of informing its stakeholders analyze. There are three major types of financial statement, Balance sheet is of them which represent the financial position of the firm (Elliott, 2019). The balance sheet is the record of total assets and their classification as well as total liabilities and owner’s equity. The financial statement consisted of two sides. The left side debit side represents the total assets and their classifications. The right side credit side represents total liabilities and owner’s equity. More specifically, Owner’s equity is the collaboration of revenues, expenditures, and the owner’s drawings (Gibson, 2017). 
[image: Accounting Equation And Why It Matters In Business - FourWeekMBA]
Figure: Balance Sheet
Source: (Kieso, 2021)
The balance sheet becomes balanced on both sides because of the dual entry system of fundamental accounting. The dual entry system represents the recording of a transaction into one side, and which will also be recorded into another side (Kocsis, 2019). For example, when a transaction is recorded on the debit side and that transaction will be recorded on the credit side. It will be applicable for all the transactions regarding the financial statement. Therefore, the result of both side calculations will be the same, and the position is balanced. The dual recording systems of fundamental accounting are the reason behind the balance of financial position in the balance sheet (McDowall, 2015). 
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1. Return on Capital Employed ROCE = (Net Income / Capital Employed) *100

	In 2019
	In 2020

	Net Income = 366
Capital Employed = 2,912+ 4,129 = 7,041
= (366 / 7,041) *100
= 5.20%

	Net Income = 431
Capital Employed = 3,088+ 4,137 = 7225
= (431 / 7225)*100
=5.97%



2. Return On Equity ROE = (Net Income / Total Equity) *100

	In 2019
	In 2020

	Net Income = 366
Total Equity = 2,912
= (366 / 2,912)*100
= 12.56% 
	Net Income = 431
Total Equity = 3,088
= (431 / 3,088) *100
= 13.96%



3. Earnings Per Share EPS = Net Income / No. of Share Outstanding 

	In 2019
	In 2020

	Net Income = 366
No. of Share Outstanding = 600
= 366 / 600
= 0.61
	Net Income = 431
No. of Share Outstanding = 600
= 431 / 600
=0.72





4. Net Profit Margin NPM = (Net Income / Net Sales Revenue) *100
	In 2019
	In 2020

	Net Income = 366
Net Sales Revenue = 6,441
= (366 / 6,441) *100
=5.68%
	Net Income = 431
Net Sales Revenue = 6,738
= (431 / 6,738) *100
= 6.40%



5. Assets Turnover Ratio = Net sales Revenue / Total Assets Outstanding
	In 2019
	In 2020

	Net Sales Revenue = 6,441
Total Assets = 10,087
= 6,441 / 10,087
= 0.64 times
	Net Sales Revenue = 6,738
Total Assets = 9,736
= 6,738 / 9,736
= 0.69 times



6. Stock Holding Days = (Inventory / Cost of Goods Sold) *365
	In 2019
	In 2020

	Inventory = 659
COGS = 3,096
 = (659 / 3,096) *365
=77.69 days
	Inventory = 708
COGS = 3,235
= (708 / 3,235) *365
=79.88 days



7. Debtor Collection Periods = Days in year / Debt Turnover Ratio
	In 2019
	In 2020

	Days=365
Debt Turnover ratio = 5
=365 / 5
= 73 days
	Days=365
Debt Turnover ratio = 5.39
= 365 / 5.39
= 68 days



8. Current Ratio = Current Assets / Current Liabilities
	In 2019
	In 2020

	Current assets = 2,355
Current Liabilities = 3,046
= 2,355 / 3,046
= 0.77
	Current assets = 2,303
Current liabilities = 2,511
=2,303 / 2,511
= 0.92



9. Gearing Ratio = (Long Tern debt / Capital Employed) *100
	In 2019
	In 2020

	Long Term debt = 4,129
Capital Employed = 2,912+ 4,129 = 7,041
= (4,129/ 7,041) *100
= 58.64%

	Long Term debt = 4,137
Capital Employed = 3,088+ 4,137 = 7225
= (4,137 / 7225)*100
= 57.26%



10. Interest Coverage Ratio = EBIT / Interest Expenses 
	In 2019
	In 2020

	EBIT = 720
Interest Expenses = 181
= 720 / 181
= 3.98 times
	EBIT = 846
Interest Expenses = 226
= 846 / 226
= 3.74 times
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 From the analysis of the ratio of the firm can be determined the present condition of the firm is based on the benchmark of the standard. The ratio analysis conducts four basic analyses such as liquidity, operational efficiency, and profitability (Asatiani, 2019). The analysis deals with the quantitative approach of fundamental accounting which indicates financial performance. The above-calculated ratio analysis will represent the two years financial position through differentiated:
Return On Capital Employed (ROCE)
The ratio is conducted due to find the profitability of the firm based on total used up capital. The procedure indicates generating profit through using the capital firm which invested in many projects (Badua, 2019). The above-calculated result of the Chocco PLC’s ratio analysis shows that the firm can be able to increase the return on capital employed. In 2019, Chocco Plc evaluated their return on capital employed 5.20% and the ratio is increased to 5.97% in 2020. The increment can be possible due to the increment in the net income of the firm. The financial statement of Chocco PLC represents that the firm produces 431 million pounds in 2020 and it was 366 million pounds in 2019. Therefore, the net turnover is increased as well as the return on capital employed. 

Return On Equity (ROE)
 The return on equity is the procedure of measuring the profitability of a firm based on shareholder equity. In this measurement, the firm considers total shareholders equity and the net profit of the firm. The value of the firm can be determined based on return on equity. The higher the return on equity will increase the value of the share in the market (Barth, 2015). Chocco Plc can be able to generate a return on equity of 12.57% in 2019 and they can increase the ratio to 13.96% in 2020. The firm produces 431 million pounds in 2020 and it was 366 million pounds in 2019. Therefore, the net turnover is increased as well as the return on shareholders’ equity. Therefore, the return on equity is resulting positively. 
Earnings Per Share (EPS)
Earning per share calculation is the process of evaluating generating income per share of the firm. The earned income is allocated to the total outstanding shares of the firm. The shareholder can claim their income based on per-share income (Elliott, 2019). Chocco Plc was able to generate 0.61 pounds per share in 2019 and they become to succeed in next business operation to increase the per-share income to 0.72 pounds per share in 2020. The success can be possible because of the increment in total sales revenues and the net profit such as they able to generate net income of 366 million pounds in 2019 and it is increased to 431 million pounds in 2020. Therefore, earnings per share are increased. 
Net Profit Margin (NPM)
 The ratio indicates the yearly net income of the firm based on yearly sales revenues. The ratio represents the ultimate image of the firm in stakeholders (Gibson, 2017). Chocco Plc earned a net profit margin of 5.6% in 2019 and they can increase the profit margin to 6.40% in 2020. The income statement of the firm represents the net income of the firm was 366 million pounds in 2019 and it is increased to 431 million pounds in 2020. Therefore, the company can increase the net profit margin. 
Assets Turnover Ratio
The asset turnover ratio is the process of evaluating the total sales revenues considering the total assets of the firm. The efficiency of the firm can be determined through the ratio. As the firm considers all the assets of the firm to evaluate the ratio, the firm can be able to find the long-term investment productivity of the firm (Kieso, 2021). Chocco Plc can be able to earn the assets turnover ratio 0.64 times and it increases a little bit to 0.69 in 2020. The balance sheet of Chocco plc shows that total assets were 10,087 million pounds in 2019 and it increased to 9,736 million pounds in 2020.
Stock Holding Days
The method which determines the available days can be reserve for holding stock of the firm (Kocsis, 2019).  Chocco Plc is set up the holding days of 78 days in 2019 and the holding days are increased to 80days in 2020. The balance sheet of the firm represents the available inventory of the firm was 569 million pounds in 2019 and the inventory level is increased to 708 million pounds in 2020. therefore, the holding days are increased. It is not a satisfying result for the firm. 
Debtor Collection Days 
The method is the process of determining the appropriate time for collection receivables for the firm. The ratio is also determinates of the debt collection ratio. The satisfying time indicating the cash inflow in gradual methods (McDowall, 2015). Chocco Plc was able to determine the debt collection days were 78 days in 2019 and can positively result in 2020  reduces the days to 77 days. The result is the impact of the increase in the debt turnover ratio 5 times in 2019 to 5.39 times in 2020.
Current Ratio
The ratio is the procedure of evaluating the ability to pay the short-term debt of the firm. The ratio is determined based on current assets considering current liabilities. The liquidity position of the firm can be determined by evaluating the ratio (Serpeninova, 2019). Chocco Plc is conducted current ratio of 0.77: 1 in 2019 and 0.92: 1 in the year 2020. The observation of the current ratio is the ability of the short-term debt payment is increased in 2020. The liquidity position of the firm is strength more than last year.
Gearing Ratio
The gearing ratio is the equity multiplier ratio. The capital structure of the firm can be arranged based on the gearing ratio (Shaw, 2021). Chocco Plc earned approximately 59% gearing ratio in 2019 and the ratio is decreased to 57.26% in the year 2020. The financial statement of Chocco represents the capital employed was 7,041 million pounds in 2019 and it increased to 7,225 million in 2020. Therefore, the capital burden is pressurized on the equity portion.
Interest Coverage Ratio
The ratio is the process of determining the ability to pay the interest expenses to its lenders (Asatiani, 2019). Chocco Plc measures 3.98 times in 2019 and it decreased to 3.74 in 2020. Chocco Plc calculated 181 million pounds interest expenses in 2019 and increased to 226 million pounds in 2020.  Therefore, we can determine that the firm losses its ability to pay interest expenses gradually. It is not a satisfactory result for the firm.
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