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[bookmark: _Toc77206920]Introduction
Accounting is the information transmitting mechanism of a business. By producing accounting statement and analysing the information from these statements, the business disseminates the data and information to the respective stakeholders of this business. So the fundamentals of accountant are to be learnt and focused in the analysis of a business (Lane et l., 2017). In this task analysis of accounting fundamentals, the main users of account anting and their needs, underlying principles of accountants and the financial statements etc. have been given more focused. Income statement and financial position analysis are associated with financial statement analysis in this accounting fundamental analysis. To know about any business, different profitability ratios, solvency ratios, efficiency ratios are having different roles in making appropriate decisions for the operations.
[bookmark: _Hlk77189789][bookmark: _Toc77206921]Answer to the question 1
[bookmark: _Toc77206922]A) Income statement and financial position statement of Kedison PLC  
	Kedison PLC

	Profit and Loss statement 

	for the year ended 31st December 2020

	Sales
	826,650
	

	unwritten sales  
	
	
	980
	

	Net sales
	
	
	
	827630

	Cost of sales
	
	-578,650

	Gross Profit
	
	248950

	Distribution Costs 
	
	-28,000

	Administrative expenses 
	
	
	
	-30,000

	Director' remuneration  
	
	-5,000

	Selling costs 
	
	-3000

	Operating Profit 
	
	182980

	Interest paid
	2000
	

	Interest payable 
	2,000
	

	
	
	-4000

	Profit Before Taxation  
	
	178,980

	Tax
	
	-68,000

	Profit for the year
	
	110,980

	
	
	
	
	


  
	Kedison PLC

	Statement of Financial Position

	as at 31st December

	Non-Current Assets 
	
	
	
	
	

	Plant and equipment
	
	
	632,730
	
	

	Stock
	
	
	330,600
	
	

	
	
	
	
	963,330
	

	Current Assets 
	
	
	
	
	

	Debtors
	
	
	170,125
	
	

	Cash and bank
	
	
	12,900
	
	

	unwritten sales 
	
	
	980
	184,005
	

	Total assets
	
	
	
	
	1,147,335

	
	
	
	
	
	

	Current Liabilities 
	
	
	
	
	

	Trade creditors
	
	
	171,355
	
	

	Interest payable
	
	
	2,000
	
	

	Commission payable 
	
	
	3,000
	176,355
	

	Non-current Liabilities 
	
	
	
	
	

	4% Debentures 
	
	
	
	100,000
	

	
	
	
	
	
	-276,355

	Net asset
	
	
	
	
	870,980

	
	
	
	
	
	

	Equity 
	
	
	
	
	

	ordinary shares
	
	
	
	310,000
	

	preference shares
	
	
	
	300,000
	

	Retained profits
	
	
	
	211,980
	

	
	
	
	
	
	821,980



[bookmark: _Toc77206923]b) Why statement of financial position  
Statement of financial position is a key element of an accounting cycle, which depicts the financial position of a company well. With the help of financial statement of position, the external people can know the company is how much strong inside. So, this financial statement of position always balances when it is being prepared within an organization without any errors. This financial statement always balances because of the principle of double entry (Robinson, 2020). When any transaction occurs then according to the double entry principle every single entry gets entered in two accounts, and every entry on a minimum number influences at least two entries. In accounting an equation is being used, A=L+OE which means all of the assets are equal to the liability and owner’s equity combined. So, from that equation it is known that every transaction known influences two sides of the equation equally. All of the preliminary steps used before preparing the financial statement of position this equation is being followed and for that, when the financial statement of position is being prepared then the balances gets equalized.
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1. Determining ROCE below
ROCE means Return on Capital Employed, which describes the capital which is being employed in the organization. It is being derived below: 
We know, ROCE = EBIT/ Total assets- total liabilities * 100
So now, determining the ROCE for 2020 below;
= Revenue- COGS- operating expense/ Total assets- total liabilities 
= 805/ 9736-2511
=805/7225
= 11.14% (approx.)
Now determining the ROCE for the 2019,
We know, ROCE = EBIT/ Total assets- total liabilities * 100
So now, determining the ROCE for 2019 below;
= Revenue- COGS- operating expense/ Total assets- total liabilities 
= 699/10087-3046
=699/7041
= 9.93% (approx.)
2. Determining the ROE below: 
ROE is the Return on Equity which tells about the return which is being gained under the equity maintained. The process of determining the ROE is being given below:
We know ROE= net income/ equity*100
Here the 2020 ROE is being derived below- 
= net income/ equity
= 431/3088
=13.96% (approx.)
Here the 2019 ROE is being derived below;
= net income/ equity
= 366/2912
= 12.57% (approx.)
3. Earnings Per Share
The earning per share is being determined from the net income by dividing it by the share outstanding. It tells us about the earnings which is being gained from the net income. The earnings per share is derived below: 
We know, Earnings Per Share = net income/shares outstanding
So, determining the 2020’s EPS below:
Shares outstanding
= Share capital/share price
= 300,000,000/5.12
=58593750 number of shares
So, the earnings per share
= 431,000,000/58,593,750
= 7.36 (approx.) 
So, determining the 2019’s EPS below:
Shares outstanding
= Share capital/share price
= 300,000,000/4
= 75,000,000
So, the earnings per share is;
= 366,000,000/75,000,000
= 4.88   
4. Net profit margin
Net profit margin is used for calculating the profit of an organization against its total revenue.Net profit margin =Net profit /Revenue.
In this formula net profit deduction all other expense of the Business. In the chooco plc net profit of year 2020 is 431 and revenue is 6738. Also, net profit of the year 2019 is 366 and revenue is 6441
So net profit margin for 2020 =431/6738
	          =6.39%
So net profit margin for 2019 =366/6441
	           =5.68%
In the above statement in 2020 chooco plc company’s net profit margin is 6.39% and in 2019 5.68% which indicates the good sign for the company because more profit margin indicates more revenue.
5. Asset turnover ratio 
Asset turnover ratio is used in an organization for measuring of company’s asset. It measures the value of a company sales it also indicates the efficiency of the Business (Abernathy et al, 2017). The higher rate of Asset turnover ratio indicates higher more efficiency to generate revenue. 
Asset turnover ratio =net sales /Average total asset 
Where,
Total Sales=Annual sales total
Beginning Assets=Assets at start of year
Ending Assets=Assets at end of year
Here net sales of the year 2020 is 6738 and average total asset = (9736+10087/2) =14779
So, Asset turnover ratio is =6738/14779 =45.59%
And net sales of the year 2019 is 6441and total asset is 14779 
So, Asset turnover ratio is =6441/14779 =43.58%
The more asset turnover occurs in the organization it is the positive side for the organization. Because   asset turn over occur in the organization indicate higher more efficiency to generate revenue.
6. Stock holding days
Inventory turnover indicate the rate which used for companies sells and replace of the product in the storage (Bekhradinasab, 2020). Inventory over is gets by dividing cost of Goods sold by average inventory. And inventory turnover days is get by multiplexing inventory turnover by 365 days.
To calculate inventory days, we can use the formula, Inventory days = 365 / Inventory turnover. And, Inventory turnover =cost of goods sold/average inventory. In the Choco Plc  
Cost of goods sold in 2020 is 3235 and average inventory is 683
So inventory turnover is = (3235 /683) =4.73
Inventory days =365/4.73 =1738 days            
Inventory days = 365 / Inventory turnover
In 2019: Inventory turnover =cost of goods sold/average inventory
Cost of goods sold in 2019 is 3096 and average inventory is 683
So inventory turnover is = (3096 /683) =4.54
Inventory days =365/4.54 =1654 days
The higher inventory turnover days is regarded at the business as high inventory indicate sells goods quickly (Kim and Im, 2017). On the other hand, low inventory turnover indicates low sales of product. This formula is used to see how well a company managing its stock. Rather also shows whether a company’s sales and purchasing
7. Debater’s collection period 	
Debaters collection period indicate how many time a business takes to collect its trade debates It is importance the Business to maintain liquidity Plan for future costs and schedule potential expenditures (Lane et al., 2017). This period ratio is calculated by dividing the amount owed by trade debtors by the annual sales on credit and multiplying by 365. 
In chooco plc company current trade debaters are 1249 and annual sales credit 6738 in the 2020, on the hand in 2019 trade debaters is 1287 and annual sales credit is 6441
In 2020: =1249/6738*36=68
In 2019: =1287/6441*36 =73
This ratio indicates the chooco plc company’s collection rate in 2020 is good more than 2019.Becosue chooco plc company collect its sells revenue within 73 in 2019 but 2020 they collect their trade debt in 68 days at 2020. which help the company to increase sells and get more profit.
8. Current ratio 
Current ratio is the competition of current asset and current liability of a Business. This ration indicates that how many debt of the company instead of its current liability (Elly, 2018). The ideal standard of current ratio is 2:1. Which indict company has 1-dollar current debt instead of its 2-dollar asset. This ratio is calculated dividing your current assets by your current liabilities. It also indicates the ability to pay short –term debt of the Business.
In the Chooco Plc in 2020 its Current assert is 2303 and Current liability is 2511.So, current ratio is =2303/2511 =1:0.917. In 2019, Current assert is 2355 and Current liability is 3046
So, Current ratio is =2355/3046=1:0.773
Which indicate that in 2020 company has 0.917-dollar debt instead of is 1 dollar and in 2019 company’s current ratio is 1:0773 which indicate that company has 0.773 dollar of instead of 1doller asset.
9. Calculating the Gearing ratio for Chocco plc for 2020 and 2019 
Gearing ratio for 2019, 
Gearing ratio = 
		= 
		= 
		= 
		= 2.47:1
Gearing ratio for 2020
Gearing ratio = 
		= 
		= 
		= 
		=2.16:1
Gearing ratio always shows the comparison between owners' equity and debt or borrowed funds by the company from other sources. Here, gearing ratio has been calculated using above formula. 
10. Calculating the Interest Coverage ratio for Chocco plc for 2020 and 2019
Interest Coverage ratio for 2019
Interest Coverage ratio = 
				= 
				= 3.98:1
Interest Coverage ratio for 2020 
Interest Coverage ratio = 
				= 
				= 3.74:1

The interest coverage ratio always shows the capacity of paying interest on its outstanding debt. Here, it has been calculated using above formula for given period. 
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1. Here between the Chocco PLC company's 2020 and 2019, the ROCE of 2020 is very good and the financial performance position is also good. Where 2019 ROCE is 9.93% and 2020 is 11.14%.
2. The Chocco PLC company has 12.57% in 2019 and 13.96% in 2020 which is within standard value. So both year financial performance and position are very good.
3. The Chocco PLC companies has EPS in 2020 and EPS in 2019 at 7.36 and 4.88 respectively. So the company is in a good financial position in 2020.
4. The Chocco PLC company's financial performance is in a very good position as the value is 6.39% in 2019 and 5.68% in 2020, since the standard value is 5-20%.
5. This means that Chocco PLC company's assets generate 45.59% of net sales in 2020 and 43.58% of net sales in 2019, which relative to their value. In other words, every $1 in assets generates 45.49 and 43.58 cents in net sales in 2020 and 2019. 
6. The Chocco PLC company's stock holding in 2019 is 1656 days and in 2020 it is 1738 days. So stock holding day in 2020 is good position than 2019 for the company.
7. The Chocco PLC company's debtor collection period for 2020 is 68 days and 2019 is 73 days. So it will be possible to collect money from debtors in less time in 2020 and it is in a better position from 2019.
8. The value of the Chocco PLC company in 2019 is 0.773:1 and the value in 2020 is 0.917:1. Where the standard value is 2:1, the value of both the years are in bad position.
9. The Chocco PLC company has a gearing ratio of 2.16:1 in 2020 and a gearing ratio of 2.47:1 in 2019. So the gearing ratio in 2020 and 2019 is good position for the company.
10. The Chocco PLC company's 2020 value is 3.74:1 and 2019 value is 3.98:1. So the financial performance and position of the company in 2020 and 2019 are good.
[bookmark: _Toc77206927]Conclusion
In the financial statement and the relevant information analysis, here I have found different insightful information for the respective companies (Dance and Imade, 2019). From the income statement and the financial position analysis, the results of the operations and the financial position of the company have been comprehending. Different financial ratio analysis has been seen in different level of efficiency and effectiveness of the company. Profitability and the efficiency of the operation can be defined and found along with the solvency and liquidity determination. 
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