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Executive Summary 
The present report shed light on the financial position of a company by estimating the accounts of P/L and balance sheet. The preparation of both statements is crucial for the company to show their financial health and position during the year. Moreover, it is found from the report that the financial position of a company always shows a balanced figure due to the application of the right accounting principles and the dual aspect concept of accounting. The report sheds on the overall financial statement and position through computing the various ratios such as Investment, Efficiency, profitability, Leverages, and liquidity. However, it is found that the company operational leader needs to improve its investment through properly managing its debt and overall business expenses. It is found that the company identify its profit margin as 6% for both the year. It is more found that the company as Choco Plc, needs to reduce its interest expenses through allocating proper budget and financial decision at a specific time. 
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[bookmark: _Toc107570598]Introduction
Business management is an important fundamental that provides proper knowledge and skills regarding the pursuit of business opportunities. However, it helps the company's operational leader to develop an innovative mindset and broad understanding of the business-specific areas such as Human resources and financial explorer. The main aim of the report is to identify the statement of financial position of the company as Choco Plc. It consists of various specific areas such as planning, organizing and controlling the overall business entity. Therefore, the report sheds on the specific core areas of financial performance and the opportunity to invest more within the company as per its earning revenue.  Moreover, the company can make proper decision by the integrated source of business management and make the company more profitable in nature. 
[bookmark: _Toc107570599]Question 1 
[bookmark: _Toc107570600]A. Preparation of profit & loss and financial position 
Profit & Loss 
	In the books of Kedison Plc 

	P&L Statement 

	For the year ended 31st December 2020

	 

	Details
	Amount 
	Amount 

	 

	Sales
	 £        826,650
	 

	(+)Other income
	 £               980
	 

	Net sales (N/S)
	 
	 £          827,630 

	Less: COS
	 
	 £          578,650

	GP
	 
	 £         248,980

	Less: O/ E(Operating expenses)
	 
	 

	A/ E (admin. Exp.)
	 £          30,000 
	 

	Paid off int.
	 £            2,000
	 

	remuneration
	 £            5,000
	 

	Distribution costs
	 £          28,000
	 

	Outstanding exp.
	 £            3,000 
	 

	Total O/ E
	 
	 £            68,000

	Add: O/ I (Operating Income)
	 
	 £                        -   

	EBIT 
	 
	 £         180,980

	Less: Tax 
	 
	 £            68,000

	Net income 
	 
	 £         112,980


Table 1: P/L account
(Source: Self-made)
Discussion
A P/L account of Kedison Plc is calculated in the above table, which depicts the financial position of the company at the end of 2020. P/L account is one of the essential accounts of financial statements, which depicts the financial health of the business of the company. The main importance of estimating the above account is it provides a significant view of the GP and NP of business (Vivekananda, 2018, p. 15). The GP and NP of business are estimated in the above table based on the revenue, cost, and operating expenses. Moreover, the GP of the business of the company was £248,980, which was derived by subtracting the cost from the revenue generation of the company. Further, the P/L account shows the NP generated by the business, which is £112,980. The NP of the business is computed by subtracting the expenses and tax by the GP of the firm. Hence, the above table shows the positive value for both GP and NP, which is a quite satisfactory performance by the company.      
Financial position 
	In the books of Kedison Plc 

	Profit & Loss Statement 

	For the year ended 31st December 2020

	 

	Particulars 
	Amount 
	Amount 

	 

	Assets 
	 
	 

	Fixed assets 
	 
	 

	Plant and equipment
	 £         632,730.00 
	 

	Total FA 
	 
	 £        632,730.00 

	Current assets 
	 
	 

	Closing stock 
	 £         330,600.00 
	 

	Debtors (170125+980)
	 £         171,105.00 
	 

	Cash and bank
	 £           12,900.00 
	 

	Total CA 
	 
	 £        514,605.00 

	Total assets 
	 
	 £     1,147,335.00 

	 

	Equity and liabilities 
	 
	 

	Non-current liabilities 
	 
	 

	4% Debenture 
	 £         100,000.00 
	 

	Total NCL 
	 
	 £        100,000.00 

	Current liabilities 
	 
	 

	Trade creditors 
	 £         171,355.00 
	 

	O/S commission 
	 £             3,000.00 
	 

	Corporation tax 
	 £           68,000.00 
	 

	Total CL 
	 
	 £        242,355.00 

	Total liabilities 
	 
	 £        342,355.00 

	Equity  
	 
	 

	Ordinary share 
	 
	 £        310,000.00 

	Preference share 
	 
	 £        300,000.00 

	Retained earnings 
	 £         132,000.00 
	 

	Less: Ordinary dividend paid 
	 £           20,000.00 
	 

	Less: Preference dividend paid 
	 £           30,000.00 
	 

	Net retained earnings 
	 
	 £          82,000.00 

	Net income 
	 
	 £        112,980.00 

	Total equity 
	 
	 £        804,980.00 

	Total equity and liabilities 
	 
	 £     1,147,335.00 


Table 2: Financial position
(Source: Self-made)
Workings
	2
	Commission A/c         Dr 
	 £ 3,000.00 
	 

	
	To O/S commission a/c 
	 
	 £ 3,000.00 

	 

	3
	Debtors’ a/c               Dr 
	 £    980.00 
	 

	
	To sales a/c 
	 
	 £    980.00 


Table 3: Workings
(Source: Self-made)
Discussion
The financial position of Kedison Plc is estimated in the above table, which provides a view of the assets and liabilities associated with the firm. Financial position is also an important part of a financial statement, which depicts the capital structure and value of assets during the year (Jurakulovna, 2021, p.89). Moreover, the main importance of preparing the balance sheet is to measure whether the liabilities and equity of the company are equal to the assets of the business or not. Therefore, the balance sheet of Kedison Plc shows that the assets of their business are equal to the liabilities and equity of the firm. Moreover, the total liabilities of the business were £342,355 and equity capital were£804,980, which portrays that the risk level of Kedison Plc is very low (Bonsu et al.2019, p.1). This is because the equity capital is more than the debt capital in the business, which is a positive indication that the risk associated with their business is very low. Hence, investors can select the company for investing their money in Kedison Plc for attaining a higher rate of return and earnings as well.       
[bookmark: _Toc107570601]B. Statement of financial position balance 
The main motive for preparing the financial position is to check whether the liabilities and equity of a firm are equal to its assets or not. Hence, in general terms, the balance sheet of a company needs to be balanced for showing the fairness of its financial transactions and records. Moreover, the main reason behind the balance of financial position is the accounting principles of the double-entry concept. This is because the double entry concept of accounting stated that every transaction must impact the two sides of financial statements. Hence, based on this rule the same nature of account and amount will impact the financial statements of the company on two different sides (Assets et al.2020, p.1). This is the actual concept behind the balance of financial position where the assets carry the equal balance as liabilities and equity of the business. 
Moreover, based on the dual aspect concept two different accounts are used in business for every single transaction so that the balance in accounts can be maintained. Moreover, some of the criteria need to be fulfilled by the companies to balance their balance sheet of the business. The criteria are the business transactions must be constant so that two different accounts are affected. However, sometimes the financial position could not be balanced due to the calculation error and wrong consideration of the dual aspect concept. Hence, wrong accounts will debit and credit the wrong balance which might create a deficiency in the balance sheet and creates a difference in financial position(Jackson, 2021, p. 10). Lastly, it is illustrating that the right consideration of dual aspect concepts and accounting principles always leads to a balanced financial position where the liabilities and equities are equal to the total assets of the business. 
[bookmark: _Toc107570602]Question 2
[bookmark: _Toc107570603]A. Calculates the ratio
	Choco Plc

	PARTICULARS
	2019 (£)
	2020 (£)

	ROCE (EBIT/(TA-TCL)
	0.08 times
	0.09 times 

	EBIT
	539
	620

	Total assets
	10087
	9736

	Total current liabilities
	3046
	2511

	
	
	

	ROE (net income/shareholder equity)
	0.13 times 
	0.14 times 

	Net income
	366
	431

	Shareholder equity
	2912
	3088

	
	
	

	EPS (net income-PD)/Outstanding shares
	31.00 times 
	34.38 times 

	net income
	366
	431

	preference dividends
	242
	255

	Average outstanding shares
	4
	5.12

	
	
	

	Net profit margin (Net income/net sales) *100
	6%
	6%

	net income
	366
	431

	net sales
	6441
	6738

	
	
	

	Assets turnover (Net sales/average TA)
	2.21 times 
	2.18times

	Net sales
	6441
	6738

	Average total assets
	2912
	3088

	
	
	

	Stock holding days (COGS/Average inventory)
	4.70times
	4.57times

	COGS
	3096
	3235

	Average inventory
	659
	708

	
	
	

	Debtors’ collection period (AR/Cr sales *365)
	73 days 
	68 days 

	Account receivables
	1287
	1249

	credit sales
	6441
	6738

	
	
	

	Current ratio (CA/CL)
	0.77times
	0.92times

	current assets (CA)
	2355
	2303

	current liabilities (CL)
	3046
	2511

	
	
	

	Gearing ratio (TD/TA)
	0.41times
	0.42times

	total debt
	4129
	4137

	Total Assets (TA)
	10087
	9736

	
	
	

	Inventor Cover (EBIT/Int, Exp)
	2.98times
	2.74times

	EBIT
	539
	620

	Interest expenses
	181
	226


Table 4: Computation of Ratios
(Source: Self-created)

[bookmark: _Toc107570604]B. Comment on the overall performance and financial position of the company
The above table depicts the computation of the ratio based on the company as Chooco Plc. However, there are the following areas of ratio computation regarding maintaining the company's liquidity and profitability in the UK (Cabinova, 2021, p.68).  Several ratios are determined above such as ROCE, ROE, Inventory coverage ratio, and Debtors collection period.  However, the company evaluate its Earning per share by comparing the last year 
Investments
The investment ratio is important for the investors to gain the business advantages; however, it is essential in terms of measuring the operational efficiency to provide the relevant information to the investor (Bogdan, 2018, p.62). 
However, the computation of the financial ratio consists of ROCE, ROE, and EPS, which reflects the higher investment that can be observed in the year 2020. The table depicts the ROCE is higher in 2020 at 0.09 times more than the previous year. 
Therefore, the company needs to reduce its cost efficiency to increase sales. Along with reducing the preference dividends. Moreover, the operational manager of Choco Plc needs to properly pay their dividend to allocate the opportunity for investors to invest within the company in a huge way. 
Efficiency
The efficiency ratio is important to identify the effectiveness of the business and resource allocations (Rahmatullin, and Guzelbaeva, 2019, p.12). However, the table depicts the efficiency through computing the stock holding days which is higher in the year 2019, at 4.70 times as compared to 4.57 in 2020. It generates a huge impact on profit margin. Moreover, the decrease in stock holding days depicts that the company has hold the stock for lower time period and it generated lower profit for the company. 
Therefore, the company needs to improve its net sales and overall company income. Moreover, the company needs to commit to its specific deadlines. 
Profitability
The profitability of the company mainly indicates how efficiently the company can generate long-term business profit (Wahyuni et al. 2019, p.68). However, the table depicts the net profit margin of the company which remains the same for both the year 6% and the assets turnover exceeds at 2.21 in the year 2019 as compared to 2020. However, this could be more effective for the business in terms of exploring more profit opportunities. 
Therefore, the company needs to improve its overall sales and revenue growth. It needs more consumer demand by reducing the cost of the product and boosting the level of productivity. 
Liquidity 
The company liquidity is important to understand the availability of cash and short-term financial goals (Chen. and Keung, 2019, p.272). However, the table reflects the computation of liquidity through current assets and liabilities of the company. It can be observed that the liquidity of the company is higher in the year 2020 at 0.92 times as compared to the previous year 2019 0.77 times. This can generate a huge impact on business liquidity and profit from selling each product and service. The increase in liability is also a symbol that the company can easily pay off their business obligations by using the liquid assets. Hence, it will surely increase the liquidity position of the firm and will also attract investors that they have enough liquidity to pay off the debts. 
Therefore, the company operations manager needs to reduce its overheads and expenses as well as remove the entire obligation of on company assets or product sales. 
Leverage ratios  
 It is important to determine the company's overall amount that can be borrowed to enhance the company's profitability (Benitez et al. 2018, p.12). 
However, the above computation of leverage of the company evaluates with Gearing and interest coverage ratio. Hence, the company interest is higher in the year 2019, at 2.98 times as compared with the previous year 2.74 times. Thus, it generates a huge impact on earnings shares before taxations. 
Therefore, the company needs to maintain its interest expenses in a proper way to determine huge benefits on costs. Moreover, the company needs to restructure the overall debt and loans for further profit identification. 
[bookmark: _Toc107570605]Conclusion
The above discussions have been done based on the financial statements and financial ratios analysis of two different companies. In the first section, it is found that the estimation of the P/L account and balance sheet has been done, which depicts the insights into the financial position of the company. Moreover, it is concluded from the above discussions that the financial position of a business always shows balanced figures due to the dual aspect concept of accounting. Moreover, it is also found from the ratios that the profitability of the company is consistent and liquidity has declined in 2020 in comparison to 2019.   
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