
[bookmark: _Hlk80121271][image: ]                                                                  
LEVEL  4







ACCOUNTING FUNDAMENTALS
MODULE CODE: LCBB4001










ASSESSMENT TYPE: ASSIGNMENT 
ASSESSMENT/COMPONENT: 1
COMPONENT WEIGHTING: 50 %
SUBMISSION DETAILS: 
Name: Cosmin Adrian Mitu
Student Number: 2021613			
	Module Lecturer’s Name: Dr. Widin Bongasu Sha’ven


Executive Summary

The financial statement helps in analysing the financial position of the organisation. In the report the statement regarding profit and loss has provided information regarding the profit which has been £115000. The total assets have been identified for the amount of £1146355 and this shows that the position of the company Kedison plc has reduced a lot. From the ratio analysis it has been seen that the debtor’s turnover has reduced to 68 and current ratio has enhanced to 0.91 for choco Plc. This shows that the company has been trying to improve their financial position by improving the product quality and customer service. 
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[bookmark: _Toc80093162]Introduction
Accounting is the primary language for business and finance and it helps the owners for better understanding regarding the finance of its business and its operation. Accounting has been described as the process which records, analyses as well as summarizes the data which have occurred during the year in the organization. The assignment of question 1 helps to show the profit as well as the loss of Kedison Plc. In the part of question 2 the assignment helps to show the ratio of Chocco Plc. The profit and loss lead to ascertaining the earnings of the organization and the ratio helps to analyze the position of the organization. 
[bookmark: _Toc80093163]Question 1
[bookmark: _Toc80093164]a) Explaining the statements of financial position, loss, and profit
Financial position
The statement regarding financial position has been known as the balance sheet which leads to represent liabilities, assets, and equity of the organization.
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Figure 1: Statement of financial position
(Source: Self-developed)
The stated figure helps to identify the assets which involve property, equipment, and plant of £632730. The current assets involving the inventories have been presented for the amount of £330600, trade receivable has been presented for the amount of £170125 and the cash has amounted to £12900. The total assets have been identified for the amount of £1146355. The increase in assets shows profitability and it also helps to increase the goodwill of Kedison Plc in the future (Saghir and Aston, 2017, p.41). It helps to gain profit by using the existing plant and other machinery for the benefit of the organization.
The liabilities have been identified for the above-presented figure which involves the current liabilities of £171355. The share capital has been presented for the amount of £710000 and the share premium has amounted to £13000. The retained earnings have been presented for the amount of £252000. The total of liability has been stated for the amount of £1146355. The liabilities should be paid off by the organization because it leads to increased obligations in the organization of Kedison Plc.
Profit and loss statement
The statement of profit, as well as loss, helps to present the revenue which has to be deducted from the expenses such as rent, cost regarding goods, and payroll for employees. The profit helps to analyze the ability of the organization of Kedison Plc (Sufyati, 2020, p.100).The entries of the profit and loss statement provide the appropriate insight for the cash flow.
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Figure 2: Statement of profit as well as loss
(Source: Self-developed)
The revenue which has been collected for the year has amounted to £826650. The sale helps in determining the position of the organization. The cost of sale has been computed as £578650 and the amount of gross profit has been presented to £248000. The distribution cost has amounted to £28000 and the commission has been stated to £30000. The expenses regarding interest have amounted to £2000 and the cost for the taxation has amounted to £68000. The profit for the year has been presented in the amount of £115000. 
[bookmark: _Toc80093165]b) Reason for balancing the financial position
The assets on the balance sheet contain the ownership and the other parts which will be received in the future. The liabilities are the obligations of the organization named Kedison Plc regarding taxes, salaries, and debt. The section of shareholders equity displays the retained earnings as well as other capital which has been contributed from the shareholders. The balance of the total liabilities has to get equal to the total assets (Wymeersch, 2018, p.770). The primary reason for the balancing of the financial position is for the application of the accounting principle regarding double entry. It records all the transactions in different accounts which lead to creating the effect on both sides of the balance sheet. 
[bookmark: _Toc80093166]Question 2
[bookmark: _Toc80093167]A) Calculation of ratios
[bookmark: _Toc80093168]1. Return on capital employed (ROCE)
[image: ]Figure 3: Computation of ratio
(Source: self-developed)
The value of capital employed in 2020 is £7041 while the value of 2019 is £7225. The ratio has increased from the previous year. 
The estimated ratio of 2019 has been identified as 10% and the ratio of 2020 is 12%.
It can get further improved by increasing the profit of the year.
[bookmark: _Toc80093169]2. Return on equity (ROE)
[image: ]Figure 4: Computation of ratio
(Source: self-developed)
The value of total equity for the current year as well as the previous year is equal value. The net profit for 2020 is 431 and it has been increased against the previous year. 
The ratio has been presented in which the table states the value of 2020 is 1.44 and the value of 2019 is 1.22. The ratio of return on equity has been increased. 
It can be further increased by increasing the net profit which helps to one more return on equity

[bookmark: _Toc80093170]3. Earnings per share
[image: ]Figure 5: Computation of ratio
(Source: self-developed)
The value of preference share leads to analyzing the dividend provided to the shareholders in 2020 amount for £431. The value of 2020 has been amounting to £366. The ratio that has been analyzed in 2019 is 0.34 and the ratio of 2020 has been stated to 0.40. The ratio has been improved from the previous margin.
The further increase in ratio has to get the increase in the margin of income which will develop the suitable position of the business.
[bookmark: _Toc80093171]4. Net profit ratio
[image: ]Figure 6: Computation of ratio
(Source: self-developed)
The estimated net profit of the year has been determined for 2020 is 431 and the value of net profit of 2019 is 366. The valuation leads to present both year ratio which is 5.68% and 6.40% respectively. 
The value has been increased and it leads to an impact on the efficiency of the organization. The increased ion ratio leads to an increase in the ability and leads to provide a higher rate of return.
The ratio can improve by improving the sales which will increase the profit.
[bookmark: _Toc80093172]5. Asset’s turnover
[image: ]Figure 7: Computation of ratio
(Source: self-developed)
The total assets have been demonstrated to the value of £9736 in the year 2020. The total assets of 2019 have been valued at £1087. The net sales to a certain extent in 2020 are £6738 and the number of net sales has been presented to £6441.
The ratio has been stated for the year 2020 is 0.69 and the turnover ratio has been stated for 0.63 in 2019.
It can get it improved by increasing the total assets as well as net sales of the year.
[bookmark: _Toc80093173]6. Stock holding
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Figure 8: Computation of ratio
(Source: self-developed)
The ratio has been furnished, the valuation of 2020 regarding inventory is £708. The cost of goods sold has been valued for the value of £659 in 2019.
The ratio has been presented to the extent of 80 days in 2020 and the ratio of 2019 is 78 days for 2019. The day has been increased which helps to maintain the stock for more number of the day.
It can be improved by better information and using the limited resources properly.
[bookmark: _Toc80093174]7. Debtor’s collection period
[image: ]Figure 9: Computation of ratio
(Source: self-developed)
The receivables have been divided into sales by multiplying with 365 days to a certain ratio. 
The amount to see will days have been demonstrated from the provided figure is £1249 2020 and the value for 2019 is £1287. The sales for the previous year are £6441 and the sales for 2020 have been described as £6738. 
The ratio has been provided of 68 days for the current year and the ratio of 2019 873 days. The ratio has decreased which led to show that the payment has received faster than the previous year. 
It can be improved by providing a discount to the debtors.

[bookmark: _Toc80093175]8. Current ratio
[image: ]Figure 10: Computation of ratio
(Source: self-developed)
The current assets help analyze those assets which are expected to be used or sold for the repayment of liabilities. 
The current assets are generally used for the payment of current liabilities. The current assets of the year 2020 amount to £2303 and for the year 2019 it amounts to £2353. The current liability for the current year is £2511 and for the previous year at present is 3046. The ratio of the previous year was £0.77 and the ratio of the present year is £0.91. 
The ratio has increased in the present year which helps to analyze efficiency and the liquidity of cash the organization is increasing. 
The ratio can be improved in the future by increasing the liquid cash in the business.
[bookmark: _Toc80093176]9. Gearing ratio
[image: ]Figure 11: Computation of ratio
(Source: self-developed)
The ratio has been demonstrated that the year has been valued at £255 regarding debt and the value for 2019 was £242. The value of equity remains and demonstrates the value is £300. 
The ratio has been demonstrated for the current year is 0.85 and the ratio for the previous year has been stated as 0.81. The ratio will be increased in 2020.
It can improve by selling the unwanted assets and paying the liabilities.
[bookmark: _Toc80093177]10. Inventory ratio
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Figure 12: Computation of ratio
(Source: self-developed)
The earnings before tax as well as interest have been stated to the valuation of 620 in 2020. The amount of 539 has been identified in 2019 of EBIT. The expense regarding interest has provided the valuation of 2020 as £226 and the value of 2019 has been provided the amount of £181. 
The ratio for the previous year has stated to the valuation of £2.98 and the value of the current year has been presented to 2.74. The ratio ha leads to a decrease in 2020
It can be improved by apricot forecasting before investment.
[bookmark: _Toc80093178]Conclusion
The report led to conclude that the financial statement helps to estimate the position of the company. In question 1 the position can be effectively analyzed from the profit and loss as well as financial statement of Kedison PLC. The income of the organization is higher which leads to a better margin of profit. In question 2to the ratio of Chocco PLC needs to analyze the ability of the organization and it helps to show that the ratio has been improved against the previous year.
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