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Adjustment of the balance sheet numerical entries is as follows:
	
	DEBIT
	CREDIT

	Tax Expenses
	£68,000
	

	Tax Payable
	
	£68,000

	Sales Commission
	£3000
	

	Commission Payable
	
	£3000

	Stock on 31st of December (2020)
	£980
	

	Cost of Sales
	
	£980



The income statement for the business organisation is as follows:
	Sales
	
	£       826,650

	Less: Cost of Goods Sold
	
	£      577,670

	Operating Expenses
	
	£     248,980

	Administrative expenses
	£              30,000
	

	Director remuneration
	£                5,000
	

	Distribution Costs
	£              28,000
	

	Sales Commission
	£                3,000
	

	Total Operating Expenses
	
	£        66,000

	Earnings before Interest and tax (EBIT)
	
	£       182,980

	Less: Interest paid
	
	£           2,000

	Earnings before tax (EBT)
	
	£         180,980

	Less: Tax Expense
	
	£       68,000

	Net Income
	
	£        112,980


The statement of retained profits for the organisation is as follows (for 1st of January 2020)

	Retained Profit 
	£            132,000

	Less: Ordinary dividend
	£             -20,000

	Less: Preference dividend
	£             -30,000

	Add: Net Income
	£            112,980

	Retained Profit - 31st Dec.,2020
	£            194,980

	
	

	BALANCE SHEET
	

	ASSETS:
	

	Cash and Bank
	£              12,900

	Debtors
	£            170,125

	Stock
	£            331,580

	Plant and Equipment
	£            632,730

	Total Assets
	£        1,147,335

	Liabilities and Equity
	

	Liabilities:
	

	Trade Creditors
	£            171,355

	Commission payable
	£                3,000

	Tax Payable
	£              68,000

	Debentures
	£            100,000

	Total Liabilities
	£            342,355

	Equity:
	

	Ordinary Share Capital
	£            310,000

	Preference Shares
	£            300,000

	Retained Profits
	£            194,980

	Total Equity
	               804,980

	Total Liabilities and Equity
	           1,147,335
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Along with additional financial statements such as the explanation of pay and the articulation of income, the balance sheet is a key segment of your business accounts (Seal et al., 2019). This gives straightforwardness to your accounting, showing a reasonable overview of the organization's resources and how they are subsidized. There must always be a reasonable harmony between resources, liabilities and value.
The aim behind accounting is not just to show your funds to financiers, anyway. In the same way, it is ensured that the money exchanges are accurately recorded. The financial balance sheets record organisational fees and credits throughout the accounting period in question (Needles and Powers, 2012). The moment these things are balanced with each other, it shows that the data is correct. The unevenness indicates the need to go back and check your figures for mistakes.
Accountants use double-entry bookkeeping to keep everything in balance, ensuring that each exchange is recorded in at least two records. The moment you record a passage from a resource journal, it must be offset by a second section for a liability journal or value to show where the money is coming from.
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Return on Capital Employed (ROCE)
= Earnings before Interest and Tax/Capital Employed * 100
1. Earnings before tax:
	Particulars
	2020
	2019

	Profit before Taxation
	620
	539

	Interest Payable
	226
	181

	Earnings before interest & Tax
	846
	720



2. Capital Employed:
	Particulars
	2020
	2019

	Total Assets
	9,736
	10,087

	Current liabilities
	2,511
	3,046

	Capital Employed
	7,225
	7,041



3. Return on Capital Employed (ROCE):
	Particulars
	2020
	2019

	Earnings before interest & Tax (A)
	846
	720

	Capital Employed (B)
	7,225
	7,041

	Return on Capital Employed (A/B) *100
	11.71%
	10.23%






Return on Equity (ROE)
= Net Income/Shareholder Equity
1. Net Income:
	Particulars
	2020
	2019

	Net Income
	431
	366



2. Shareholder Equity:
	Particulars
	2020
	2019

	Equity
	3,088
	2,912



3. ROE:
	Particulars
	2020
	2019

	Net Income (A)
	431
	366

	Equity (B)
	3,088
	2,912

	ROE (A/B) *100
	13.96%
	12.57%




Earnings per company share
= Earnings attributable to equity shareholders/Total Number of Shares

1. Earnings attributable to equity shareholders:
	Particulars
	2020
	2019

	Net Income
	431
	366




2. Total Number of Shares:
	Particulars
	2020
	2019

	Ordinary Share Capital
	300
	300

	Price per share
	50p
	50p

	Number of Shares
	(300/.50) = 600
	(300/.50) = 600



3. Earnings per Share:
	Particulars
	2020
	2019

	Net Income (A)
	431
	366

	Number of Shares (B)
	600
	600

	Earnings per share (A/B)
	0.7183
	0.61




Net Profit Margin
= Net Profit/Revenue * 100
1. Net Profit:
	Particulars
	2020
	2019

	Net Profit
	431
	366



2. Revenue:
	Particulars
	2020
	2019

	Revenue
	6,738
	6,441





3. Net Profit Margin:
	Particulars
	2020
	2019

	Net Profit (A)
	431
	366

	Revenue (B)
	6,738
	6,441

	Net Profit Margin (A/B)*100
	6.40%
	5.682%




Asset Turnover
= Sales/Total Asset
1. Revenue:
	Particulars
	2020
	2019

	Revenue
	6,738
	6,441



2. Total Assets:
	Particulars
	2020
	2019

	Total Assets
	9,736
	10,087



3. Asset Turnover:
	Particulars
	2020
	2019

	Revenue (A)
	6,738
	6,441

	Total Assets (B)
	9,736
	10,087

	Asset Turnover (A/B)
	0.692 
	0.639 





Stock Holding Days
= Inventory/Cost of Sales * 365
1. Inventory:
	Particulars
	2020
	2019

	Inventory
	708
	659



2. Cost of Sales:
	Particulars
	2020
	2019

	Cost of Sales
	3,235
	3,096



3. Stock Holding Days:
	Particulars
	2020
	2019

	Inventory (A)
	708
	659

	Cost of Sales (B)
	3,235
	3,096

	Stock Holding Days (A/B) *365
	79.88 or 80 days
	77.69 or 78 days




Debtors Collection Period
= Trade Receivables/Credit Sales * 365
1. Trade Receivables:
	Particulars
	2020
	2019

	Trade Receivables
	1,249
	1,287





2. Credit Sales:
	Particulars
	2020
	2019

	Sales*
	6,738
	6,441


** It is assumed that the sales are all on credit **

3. Debtor Collection Period:
	Particulars
	2020
	2019

	Trade Receivables (A)
	1,249
	1,287

	Sales (B)
	6,738
	6,441

	Debtor Collection Period (A/B)*365
	67.66 or 68 days
	72.93 or 73 days




Current Ratio
= Current Assets/Current Liabilities
1. Current Assets:
	Particulars
	2020
	2019

	Current Assets
	2,303
	2,355



2. Current Liabilities:
	Particulars
	2020
	2019

	Current Liabilities
	2,511
	3,046


               



3. Current Ratio:
	Particulars
	2020
	2019

	Current Assets (A)
	2,303
	2,355

	Current Liabilities (B)
	2,511
	3,046

	Current Ratio (A/B)
	0.917 
	0.773 




Gearing Ratio
= Total Debt/Total Equity
1. Debt:
	Particulars
	2020
	2019

	Debt
	4,137
	4,129



2. Equity:
	Particulars
	2020
	2019

	Equity
	3,088
	2,912


               
3. Current Ratio:
	Particulars
	2020
	2019

	Debt (A)
	4,137
	4,129

	Equity (B)
	3,088
	2,912

	Gearing Ratio (A/B)
	1.340 times
	1.418 times





Cover for Invertor 
= Earnings before Interest & Tax/Interest Expense
1. Earnings before Tax:
	Particulars
	2020
	2019

	Profit before Taxation
	620
	539

	Interest Payable
	226
	181

	Earnings before interest & Tax
	846
	720



2. Interest Expense:
	Particulars
	2020
	2019

	Interest Payable
	226
	181



3. Cover for Inventor:
	Particulars
	2020
	2019

	Earnings before interest & Tax (A)
	846
	720

	Interest Payable (B)
	226
	181

	Invertor Cover (A/B)
	3.743 times
	3.978 times
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Analysis of ratio is a quantitative strategy for gaining an understanding of an organization's liquidity, functional efficiency, and performance, taking into account its fiscal summaries, such as the financial statements and the explanation of pay (Písař, 2019). The study of proportion is the basis for the study of key value.
Financiers and experts use proportional scrutiny to assess the monetary well-being of organizations by examining past and present budget summaries. Nearby information can show how an organization is performing over long distances and can be used to assess likely future performance (Riyanti, 2020). This information can similarly contrast the monetary condition of the organization and the industry averages, while assessing how one organization accumulates with others in a similar field. Financiers can effectively use proportion checking, and any figure expected to establish proportions is in the organization's fiscal reports.
The financial ratios are foci of correlation for organizations. They evaluate stocks in an industry. In the same way, they measure an organization today against its authentic numbers (Riyanti, 2020). As a rule, understand the factors driving the proportions, as the board has the adaptability to change its procedure sometimes to make the proportions of stocks and friends more attractive. In general, proportions are not usually used in separation, but instead are mixed with different proportions. The intelligent thought of proportions in each of the four recently mentioned classes will give you a distant perspective on the organization from different points of view and help you notice possible warnings.
The performance of the business organisation from question 2 in terms of ratio is evaluated below:
· The business performance is being improved financially as compared to the past year. It shows the increasing ratio values as compared to the previous year 2019.
· ROCE and ROE have improved significantly in 2020, in comparison to 2019 with an increased purchase of shares for the organisation. The market costs have also increased.
· There is a small increase of turnover for the company between 2019 and 2020. Receivables days have decreased from 73 to 68 days which is a good improvement. There is an increase in interest costs.
· Net profit has increased, around by 0.7% in 2020 since 2019. 
· The current ratio should be a focal point for further improvement.
· Gearing ratio should also be paid attention to since interest cover / coverage ratio has been identified as declining.
Overall, however, the organisation has performed very well in terms of development from 2019 to 2020.
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