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[bookmark: _Toc79233994]Introduction
Financing and accounting are considered to play a significant role in any organizational management process. In order to track the overall income as well as expenditure, accounting is very important. The fundamentals of accounting include an important systematic way with the help of which keep the record of daily transactions in the business can be analyzed. In this assignment profit and loss statement and statement of financial position also are to be discussed. From the year 2019 to 2020, the ratio analysis has been computed also. 
[bookmark: _Toc79233995]Question 1  Analyzing the preparation of the financial statement
[bookmark: _Toc79233996]a) Preparation of profit and loss statement and statement of financial position:
Profit loss statement
The profit and loss statement is considered to be an integral part of a financial statement. In order to analyze and summarize the revenues, costs, and most importantly expenses this statement is regarded as significant. Another term that can be used to explain profit and loss statements is income statements. In terms of generating profit with the help of reducing costs or increasing revenue, the ability of an organization can be evaluated. The financial performance of an organization can be explained and analyzed with a deep look into the profit and loss statement. 
[image: ]
Figure 1: Profit loss statement
(Source: Self-developed)
As per the above graph, the income statement of Kadison Plc can be analyzed. The income statement or it can be said as a profit and loss statement has been prepared for 31st December 2020. In order to identify the profit of this business in this year this calculation is done. Before proceeding with the income statement three different types of expenses can be mentioned. Rather than this, different expenses can also be mentioned in this relation. Expenses like distribution cost, taxation, administrative expenses, and finance costs also have been evaluated for this calculation of income statement (Būmane, 2018, p. 78). The organizational business of Kadison Plc is seen to have a relevant revenue balance of worth £826650. This revenue was earned in this respective year. Certain cost of sales has also been made which is evaluated as £578650.
In order to calculate gross profit, deduction of the value of sales costs from the revenue has been done. As the result of gross profit, £248000 can be noticed. Different other costs can be noticed in this calculation. These costs have been deducted from the gross profit at the very end of this year. Distribution costs have been calculated as £28000. In terms of administrative expenses, £30000 has been seen to deduct in this financial statement. In the year 2020, no other incomes have been identified. The calculation of operating income is deducted from gross profit results in £19000.
This organization is seen to have no such income from investment this year. In addition, the interest cost, which is also known as finance cost, has been deducted from operational profit this year (Pantazia, 2021, p. 208). £2000 is seen to be recorded as a finance cost. The finance costs are helpful in evaluating profit value. Before business taxation, the profit of this has been calculated as £188000 for this year. The value of taxation, which is paid by the business for all of their business-related operations, is calculated as £68000. Another name of this tax is corporation tax. During the computation of the relevant income statement, this was estimated. Net profit value at the end of December of this year has been calculated by deducting tax value from profit (Pakšiová, 2017, p. 42). In terms of the net profit which is earned by this organization at the end of this year is calculated as £120000. 
Statement of financial position
A statement of financial position is also known as a balance sheet. With the help of a balance sheet, assets, liabilities, as well as equity, can be represented. In terms of different financial analyses, relevant information of financial position statements can be regarded as an important one. Besides cash flow statements, income statements, this statement is also very relevant to finance. 
[image: ]
Figure 2: Statement of financial position
(Source: Self-developed)
According to the above figure, the financial position of this organization can be evaluated. The business of Kadison Plc and its financial position are essential requirements in this calculation. With important values of assets, debentures, cash, liabilities, capital the final value can be adjusted (Seifzadeh, 2020, p. 50). The business has equity value, as well as current liabilities, which are regarded in this business.
In terms of non-current assets, the value has been calculated as £632730. The inventory value as per the financial position has been observed as £330600. As the value of cash, £12900 has been recorded. In terms of trade receivables, the balance is calculated as £170125. As a result of a combination of current as well as non-current assets, £1146355 can be seen. In the statement of financial position, trade creditor has been recorded as £171355. In the books of accounts, the business has been observed not to leave any non-current liabilities. In terms of share capital, the business is seen to be recorded as £710000. The share premium value is calculated as £13000. The value of net profit and the beginning profit is seen to be £252000. In terms of the total value of liabilities, £1146355 has been calculated on 31st December in 2020.
[bookmark: _Toc79233997]b) The reason for balancing statement of financial position:
At the very end of a financial year, the balance sheet is prepared. The combination of the liabilities with the final value of assets is important in the financial position. The principle of double accounting is considered to be an entry system to match assets positions. As per the standard of accounting placement of cost is to be related in this matter. The balance sheet must be valued by using tally by the management (Rodrigue and Dâmaso, 2020, p. 79). The balancing position is very much needed in this regard. With the help of a balance sheet, each and every transaction can be measured and analyzed. In terms of any purchase meant, machinery has to be recorded in perfect order. The entry of this purchasing machinery, a reflection of the transaction can be recorded. This is considered to be the main reason behind balancing sheets at the very end of an accounting year. 
[bookmark: _Toc79233998]Question 2: Ratio analysis
[bookmark: _Toc79233999]a. Computation of ratio for 2019 and 2020
1. ROCE
[image: ]
Figure 3: calculation
(Source: self-developed)
The estimation of ROCE has found the return value over the capital employed margin. The data has developed a return over the invested capital value. It has computed the ratio by dividing the PBIT from the capital employed margin. 10% return has been computed in 2019 that has increased to 12% in 2020. The value has increased by 2% throughout the year. Changes of value have indicated an increase in position. It can improve the business operational profit for the year.  Improvement in return value can increase profitability including the liquidity factor (Hirindu Kawshala, 2017, p.42). It has required developing the current values that are to increase return margin.       
2. ROE
[image: ]
Figure 4: calculation
(Source: self-developed)
Return margin over the equity value has been developed earnings of an organization over equity factor. It has indicated recovery value of profit margin as per equity portion. It is found at a 1.22 return margin in 2019 that has been developed to 1.44 in 2020. Value has been estimated dividing net income with total equity. Estimated value has found a result in improved 2020. Chocco plc has developed the earnings for throughout the year. Increased net profit has improved return in the estimation (Berhe and Kaur, 2017, p.125). This has mainly indicated a better position in 2020 rather than in 2019. Changes in net profit can increase the value in 2020.      
3. Earnings per share
[image: ]
Figure 5: calculation
(Source: self-developed)
In this estimation, it has mainly computed earnings of a firm as per share value. The value has been estimated earnings for the share value in an enterprise. The ratio value has been computed income by outstanding share value. It has calculated an earning value of 0.34 in 2019 that has been developed to 0.40. Comparison has changed the value that can be helpful in determination of profit. Improved value shows that Chocco plc is in a better position than previously. Profit value can be improved as per earning in the organization.      
4. Net profit margin

[image: ]
Figure 6: calculation
(Source: self-developed)
The estimation of profitability in a concern has been developed over ratio computation of net profit value. It has been valued for dividing profit over sales margin. The value has increased from 5.68 in 2019. Profit value has improved in 2020 at 6.40%. The improvement in net profit has been estimated for an increase in revenue margin. Value has developed a better position of concern. Improving in sales including the earnings can develop performance of this organization. 
5. Asset turnover
[image: ]
Figure 7: calculation
(Source: self-developed)
It is a computed ratio of sales value as per asset margin in an enterprise. This is considered as an indicator of the effectiveness of asset margin in making the earnings value. The calculated value has been found to be 0.63 profits in 2019 which has increased to 0.69. Computed value has derided a better effectiveness of assets in making the earnings for the organization. Comparison has found a data margin that has indicated a higher usage of assets in developing the profit (Tabash and Hassan, 2017, p.10). This value can be increased by using the higher asset margin in computing the profit.      
6. Stock holding 
[image: ]
Figure 8: calculation
(Source: self-developed)
In this computation of stock value, it has described a position of time period for purchasing inventory. Stock value has been found by dividing the inventory with COGS. It has found the inventory margin at £659 that has developed to £708. The turn value has been computed for 77 days in 2019 that has been raised to 79 days. It has indicated a lower position in 2019 that has been developed in inventory margin. It enhances the performance for making the purchase of stock value. Reduction in the purchase value can be able to drop the turnover period and can increase performance.    
7. Debtors collection
[image: ]
Figure 9: calculation
(Source: self-developed)
Collection of debtors has found the period of days that debtors usually take to make the payment of the dues. The value has further reflected a position about the efficiency in dealing with the debtors’ margin. Value has derived as per receivable dividing with sales margin (Bintara, 2020, p.30). The value has been calculated to 72 days in turnover value. It has mainly derived a better position as per turnover. The value has been modified for 67 days. Reduction in days has been estimated to be a better position of the concern. Valuation has found a better position by developing revenue. 
Current analysis 
[image: ]
Figure 10: calculation
(Source: self-developed)
The motive of computing this ratio is to identify the capability of the respective business to overcome its short liabilities with the help of its assets (Nuryani and Sunarsi, 2020, p.304). The value of 2:1 is considered to be the ideal percentage for the liquidity situation of a business during a year. 
The value of assets of the respective business is observed to be recorded at £2355 in the last year. However, the value decreases in the current year as it can be identified at £2303. On the other hand, the value of business liabilities in 2019 has been recorded at £3046 and in 2020 it can be identified at £2511.
In the last year, the business received its performance recorded at 0.77: 1 that has been raised to 0.91:1 in the current year. The respective business has successfully maintained to decrease the value of its liabilities in order to balance its performance. 
The company can improve its ratio by focusing on decreasing its current liabilities and collecting payments from its debtor faster. 
Gearing analysis 
[image: ]
Figure 11: calculation
(Source: self-developed)
The above calculation indicates the financial leverage of a respective business that uses its equity balance for overcoming the impact of debt (Herawati and Fauzia, 2018, p.25). A ratio of 2:1 is considered to be its ideal position during a year. 
In the last year, the respective business is observed to be having a debt balance of £242 that gets increased to £255 in the current year. Additionally, the management is having an equity balance of £300 recorded in 2019 that remains the same in 2020 as well. 
The performance in the last year is observed to be much better in comparison to its current year as the financial leverage has decreased during the year. The respective business was having a ratio of 0.81:1 in 2019 that gets increased to 0.85:1 in 2020. 
The management can improve its ratio by focusing on increasing the issue of market shares that will help them to maximize the value of equity in order to overcome the impact of debt. 
Interest analysis 
[image: ]
Figure 12: calculation
(Source: self-developed)
The motive of computing the above ratio is to identify the ability of a business is paying its interest amount with the help of its revenue earned during a year. The higher the value of ratio indicates the business is financially fit and healthy to pay the interest amount easily. 
The business is observed to be having revenue earned during the year 2019 is £539 and in 2020 it increases to £620. On the other hand, the company is observed to be having a good revenue that has helped them to increase its interest expenses as well as the value getting increased from £181 to £226. 
The result is observed to decrease during the year as the interest expenses get increased. The computed result is observed to be 2.98% in the last year that has been decreased to 2.74% in this year. 
There are certain methods that can be used by the management to improve the performance of its coverage. The respective business needs to focus on increasing its net income and lowering its cost. 
[bookmark: _Toc79234000]B. Estimation of performance using the ratio 
The estimation of ratio has described the profitability factor and liquidity factor. Value has been also described as the perfor over the efficiency of Chocco plc. Computing value has found a data margin for the year 2019 to 2020. Valuation has found a higher profitability as per net profit. Return value on the equity margin has also increased from 1.22 to 1.44. It has found efficiency on stock value as well as debtor value. it has described a higher position as per liquidity margin for the years (Pražák  and Stavárek, 2017, p.32). The valuation of performance has increased a position capital employed as per organization. Valuation has also highlighted a better position as per earnings as per asset. Performance has also developed as per improving inventory margin for making the valuation. 
[bookmark: _Toc79234001]Conclusion 
The calculation of income statements has been developed for the period. Computation has mainly highlighted the performance of the concern. The statement has mainly developed the earnings for a time period. In this computation, it has described financial positional value for Kedison plc. It has been used in computing total value over asset and liability margin. In this estimation, it has an estimated ratio margin for making an analysis for investors. It has described profitability and also liquidity throughout the year. The value has been described as the previous year's margin. Valuation has also been highlighted in estimating the earnings for the year. The computation has mainly developed price margin throughout the year. It has found a better position as per analysis of profitability factor. Company mainly improved efficiency and investor value as per describing the margin. 
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Profit and loss of kedison Plc

Particulrs Amounts (£)

Revenue 826650
Cost of sales 578650
Gross profit 248000
Distribution cost 28000
Adminitrative expenes 30000
Other income nil

Operating profit 190000
Income from invetment nil

Finance cost/ interst 2000
Profit before tax 188000
Taxation 68000
Profit for the period 120000
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statement of financial position of Kedison Plc

Assets Amount £
[Non-current assets
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Liabilities Amount £

Cuurent liability 171355
[Non- current liability nil

Equity

Share capital 710000}
Share premium 13000]
Other reserves

Retained eamings (profit at start + net pofit) 252000
Total Libilities 1146355
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