





ACCOUNTING FUNDAMENTALS


Executive Summary
The estimation of a financial statement has been used for the evaluation of profit value that has been computed to have a higher return value for the year. The report has indicated a statement of financial position and also an income statement that denotes a better position of Kedison plc. The study has found a higher profit value of £115000 for the year. The calculated value has found a total financial margin of £1146355. Valuation has found a higher financial value as per the analysis of the ratio. Value has indicated higher profitability as per computation of NP and ROE value. The liquidity margin has also developed from 0.77 to 0.92. Chocco plc has improved the efficiency for reducing the debt value and also measured higher earnings per share margin.   	     
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[bookmark: _Toc80350134]Introduction
The accounting system is defined as a process that can be used for recording, analysis, and interpretation of the financial data of a business. The data has been defined as the financial value that can be used for the estimation of the financial position of respective companies. The importance of this report is to present the financial status of Kedison plc and also Chocco plc for this year. It has mainly presented a report for estimation of financial value. The value has mainly been defined as producing financial position including income valuation. The report has presented a computation of ratio value that has been used for the analysis of liquidity value, profitability, and for financial position. 
[bookmark: _Toc80350135]Question 1
[bookmark: _Toc80350136]A) Calculation of financial statement 
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Figure 1: calculation 
(Source: self-developed)
The computation of income statement value has been defined as revenue margin that has indicated as profit margin. P/L account has mainly been used to evaluate total income value for the year 2020. The estimation of value has been indicated earnings of Kedison plc for the year 2020. In the computation of production cost value, Kedison plc has earned a profit value of £248000. Operation expenses of the organization have been deducted from GP value. The value has also been defined as total operating profit value at  £187000. The evaluation of operating profit is used for estimating earnings that have been earned from business operations (Robinson, 2020, p.42). The valuation has also highlighted the ultimate profit value that can be used for estimating net earnings. The total taxation value has been defined as £68000. In this estimation, it can be developed as an earnings value of £115000. Calculated value has been projected as ultimate profit margin after dedicating the interest margin and also taxation.
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Figure 2: calculation 
(Source: self-developed)
The computation of strength has been determined from the financial position value of an organization. The calculation of assets and the liability margin has been defined as the strength of the organization. It records the total asset margin for the year that can be estimated as per organizational value (Firdaus and Endri, 2020, p.459). Financial value can be used as an indication of margin for the year. From the above table, it has evaluated the total fixed asset margin at £632730. In the estimation of current asset value, it has been developed as £513625. Valuation of liability can be used for estimation of margin in Kedison plc. The computation liability has been defined as per financial obligation for the year. The total share capital value has been estimated at £710000. Valuation of share capital margin has been found at the total obligation for the business operation. 
[bookmark: _Toc80350137]B) reason for balancing financial position  
The financial position mainly provides information about the net worth of an organization. The computation of asset margin is required to be equal margin as per opposite side that has indicated a balance proposition for the organization. As per the explanation of FRS 21, the asset margin that a company gets in the business operation needs to be equal to creditor and owner data (Pernamasari, 2020, p.36). The data has been defined as a double-entry system of accounting that can be used for the estimation of value. As per the double-entry system, it has classified the business activity that can be defined as per performance margin. Financial activity has defined as the total asset margin that is used for the estimation of financial margin (Irwandi et al. 2019, p.49). Moreover, the projection calculated for funding the asset margin is required to the margin of liability value.  
[bookmark: _Toc80350138]Question 2
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Figure 3: calculation 
(Source: self-developed)
The calculation of ROCE has defined the profitability of a company that can be used for developing the financial value. In this estimation, it has involved the PBIT value that has divided with the capital employed margin (Easton et al. 2018, p.32). Calculation of capital employed has been defined as per difference between the total value of an asset and from the liability margin. Value has been computed as 10% in 2019 that has been increased by 2%. Value has indicated a better position of Chocco plc and denotes higher profitability for the year 2020. Financial value has been compared to a higher margin than its ideal value of 10%. This has mainly caused changes in profit value. Improvement is required in asset margin that has decreased throughout the year.       
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Figure 4: calculation 
(Source: self-developed)
The return margin in equity margin has been denoted as per equity value for an organization. Computation of value has been used to compare the profit value with equity value (Allad, 2017, p.106). The return margin has mainly been used for estimation of 1.22 in 2019 that has improved to 1.44 in 2020. Value has been developed as per profit margin for the year. Valuation has mainly been highlighted as per margin 2019. Indication of margin has been denoted as per valuation. The estimation of margin has been used for the evaluation of return from the equity value. Higher value has denoted a better position for the year.      
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Figure 5: calculation 
(Source: self-developed)
The computation of earnings has reflected profit value from the income margin. Computation of value has been defined as net income value that has been divided by the number of shares (Arif and Awwaliyah, 2019, p.192). Valuation of margin has been defined as £0.34 per share. It has been increased to £0.40 per share value in 2020. Valuation of data has been defined as per income valuation for the study. Comparing the previous year's value, it has indicated a higher value for the year. Improvement in income margin can be developed per share value for the year. Valuation has mainly been denoted as per total year value.    
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Figure 6: calculation 
(Source: self-developed)
The profitability value has been computed as the total earnings of an organization for a year. The computation of value has been developed as per net earnings for the year. It has calculated 5.68% profit for the year 2019 that has been increased to 6.40%. Higher NP value has been denoted as better earnings for the year. This has been caused by an improvement in the profit value. It has also indicated a higher position of the organization. Development is required in sales value along with the net profit valuation.      
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Figure 7: calculation 
(Source: self-developed)
The computation of asset margin has mainly highlighted earnings that have been generated from asset value in an enterprise. The asset value has been divided by the sales margin to compute the actual value. Computation has occurred 0.63 in 2019 that has been improved to 0.69. The calculated value has found a higher return from its profit value. The asset margin has been computed as a higher value that has been caused by increased sales margin and decreased asset value. Value has also denoted a better position as per margin for the business. Improvement is required in sales value to improve the utilization of assets.        
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Figure 8: calculation 
(Source: self-developed)
The estimation of efficiency value has been developed through stockholding for an organization. Valuation has been taken from the inventory margin that has been divided with COGS value (Karim et al. 2017, p.126). Value has been converted to days that have been calculated as 78 days in 2019. Efficiency has been decreased to 80 days. Increasing the value has been denoted higher purchase for the inventory. Development is required for stock value for the period. 
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Figure 9: calculation 
(Source: self-developed)
The indication of efficiency has also highlighted the estimated days that debtors take to resolve their debt. Computation has taken place receivable value that has divided with sales. The value has been estimated at 73 days and has dropped to 68 days. Decreased in value has mainly indicated a better efficiency in Chocco plc. The company is getting a lower time period to resolve its debt.   
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Figure 10: calculation 
(Source: self-developed)
The liquidity value has been developed with a current ratio margin that indicates the capacity for resolving the current asset value for the year. The value has found a 0.77 asset value in 2019 that has improved 0.91. Improved value has mainly denoted higher liquidity factors throughout the year. The value is lower than the ideal margin 2. For improvement in the value, it is required in asset margin rather than liability value.    
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Figure 11: calculation 
(Source: self-developed)
The computation of value has mainly developed risk factors as per business. As per analysis, it has used the debt value that has been divided with equity margin (Rekik and Kalai, 2018, p.6). The computing value has found 0.81 in 2019 that has developed 0.85. It indicates a higher risk factor for the business. As per indication, it is required an improvement in equity value that can decrease the debt value.  
[image: ]  
Figure 12: calculation 
(Source: self-developed)      
 The estimation of interest coverage value has found a profit value as per interest margin. The valuation has found a 2.98 interest in the year 2019 that has been decreased to 2.74. Decreasing the value has a lower return for the year. Improvement is required for development as per earnings value from the interest margin.     
[bookmark: _Toc80350139]Conclusion 
The value has been calculated in the financial statement including the ratio value for the year. The liability has denoted the risk obligation for the margin that can be used for evaluation of ability for the Kedison plc. The statement has mainly defined as the financial value that can be evaluated as per the equity value of an asset and also the liability margin. The study has found that both sides need to be balanced for the double-entry system. The valuation has used the data from the given balances that have been used for estimating the company value. The report has used the data value for computing ratio that has been used for calculation of earnings and also profit and liquidity value. 


[bookmark: _Toc80350140]References
Akinwumi, I.A., Essien, J.M. and Adegboyega, R., 2017. Liquidity management and banks performance in Nigeria. Business Management and Economics, 5(6), pp.88-98.
Allad, I., 2017. A Conceptual Research on Financial Statement Analysis. International Journal of Research in All Subjects in Multi Languages, 5, pp.104-110.
Arif, M.N.R.A. and Awwaliyah, T.B., 2019. Market share, concentration ratio and profitability: evidence from Indonesian Islamic banking industry. Journal of Central Banking Theory and Practice, 8(2), pp.189-201.
Easton, P.D., McAnally, M.L., Sommers, G.A. and Zhang, X.J., 2018. Financial statement analysis & valuation. Boston, MA: Cambridge Business Publishers.
Firdaus, F. and Endri, E., 2020. Financial Statement Analysis: Evidence from Indonesian Bank BUKU IV. International Journal of Innovative Science and Research Technology, 5(4), pp.455-461.
Irwandi, S.A., Ghozali, I. and Pamungkas, I.D., 2019. Detection fraudulent financial statement: Beneish M-score model. WSEAS Transactions on Business and Economics, 16.
Karim, R., Al-Mamun, M.A. and Miah, M.T., 2017. Relationship between working capital management efficiency and profitability: A comparative study on square Pharmaceuticals Limited and Beximco Pharmaceuticals Limited. Bangladesh. International Journal of Economics, Finance and Management Sciences, 5(2), pp.121-128.
Pernamasari, R., 2020. Analysis of Performance Company: Based on Value Added and Financial Statement. Jurnal ASET (Akuntansi Riset) Vol, 12(2).
Rashid, C.A., 2018. Efficiency of financial ratios analysis for evaluating companies’ liquidity. International Journal of Social Sciences & Educational Studies, 4(4), p.110.
Rekik, M. and Kalai, M., 2018. Determinants of banks’ profitability and efficiency: Empirical evidence from a sample of Banking Systems. Journal of Banking and Financial Economics, (1 (9)), pp.5-23.
Robinson, T.R., 2020. International financial statement analysis. John Wiley & Sons.



[bookmark: _Toc80350141]Bibliography 
Heng-Jie, X., 2018. Educating Users on the Key Factors that Contribute to the Usefulness of Financial Statement Analysis. In Proceedings of the 3rd Annual International Conference on Education and Development (ICED 2018) (pp. 87-92).
Phi, N.T.M., Taghizadeh-Hesary, F., Tu, C.A., Yoshino, N. and Kim, C.J., 2019. Performance differential between private and state-owned enterprises: An analysis of profitability and leverage.



12

image4.png
ROE 2019(Em) 2020 (Em)
total eqit 00 00
net profit 366 31
ratio=net incomeftotal equiy 122 144





image5.png
Earning per share 2019(Em) 2020 (Em)
Preference divident B et

et Income 366 31
Share Outstanding 1071 1071
'EPS ratio [( Net income - Prefemce divident)/ outstanding share] 034 0.40





image6.png
et profit margin 2019(Em) 2020 (Em)
‘et profit 366 a1
sales a1 6738
“net profit/sales 5.68% 640%





image7.png
Assets turnover ratio 2019(Em) 2020 (Em)
‘totel assets 10087 o736
et sales 641 6738
ussets tumover ratio (et sales/total sssets) 0638544661 0692070666





image8.png
[stock holding period [2019¢Em)  [2020 &m)
linventories 650 708
lcoas 096 3233
(inventorg/COGE)*365 78 20





image9.png
debtors collection period 2019(€Em) 2020 (Em)

‘account receivable days. 1287] 12|
sales 2 6738
(receivablefsales) 365 7 6





image10.png
current ratio

2019¢ 2020€

curent assets 2353 Z0
current fability 3046 2511
curtent assets/current lihilt 0773145108 0917164476|





image11.png
Gearing ratio [2019(Em) 2020 Em)
debt 247 255
ecput 00 00
Tatio (debt/equity) 081 053]





image12.png
interest coverage ratio

2019(Em)

2020 (Em)

EBIT 53 620
Interest expenses 181 226
Tatio = EBIT/ INTEREST EXPENSES 258] 274)





image1.png
Profit and loss of kedison Plc

Particulrs [mownts €)
Revenue 326650
Cost of sales 578650
Grass profit 248000
Distribution cost 25000)
ommission 300)
A dninitrative expenes 30000)
Other income il

Opeating profit 187000]
Income from invetment il

interest expenses 200
Finance cost/ interst 200)
Profit before tax 183000)
Taxation 63000)
Profit for the period 115000)





image2.png
‘Statement of financial position of Kedison Plc

[Assets [Amownt €
[Non-current assets

[Property, plant, equipment 227
[Intengible assets il

[Cusrent assets

[nventories 30600
[Trade recivables 170123]
[Cast 12000)
[Totalassets 1146355
[Lishilities [Amownt €

[Cunrent ishift 171353]
[Non- cusrent iabiit et

[Eopit

[Share capital 710000
[Shate premium 1300
[Otherreserves

[Retained earnings (profit af start +net pofi) 25200
[Total Libilities 1146355





image3.png
ROCE ratio 2019(€m) 2020 (Em)
Profit efore interest and tax 730 346
total asset 10,087 0,736
current fability 3,046 2511
Capital employed 7041 7225
Ratio(FEIT/capital employed) 10%) 12%)





