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[bookmark: _Toc81403892]Introduction
This report is based on accounting and the counting principles application on business. This report will answer two questions where the profit loss statement and the statement of financial position of Kedison PLC will be shown in the first question. The cause of balancing the financial position in the statement will also be explained in question one. The second question will calculate different ratios of the financial statements of Chocco Plc with commentary. Overall, the calculations and explanation will bring clarification of the state of the businesses given.

[bookmark: _Toc81403893]Question 1
[bookmark: _Toc81403894]a) Profit and Loss Statement 
	Kedison PLC

	Profit and Loss statement

	for the year ended 31st December 2020

	Accounts
	£
	£

	Sales (826,650 + 980)
	 
	827,630

	Less: Cost of Sales 
	 
	578,650

	Gross Profit
	 
	248,980

	 
	 
	 

	Less: Operating Costs
	 
	 

	Administrative expenses
	30,000
	 

	Directors remuneration
	5,000
	 

	Distribution costs
	28,000
	 

	Sales Commission
	3,000
	 

	 
	 
	66,000

	Operating Profit
	 
	182,980

	 
	 
	 

	Less: Non-operating Costs
	 
	 

	Interest Paid
	2,000
	 

	Interest Due
	2,000
	 

	 
	 
	4,000

	Net Income before Tax
	 
	178,980

	Less: Tax
	 
	68,000

	Net Income 
	 
	110,980

	 
	 
	 


 

	Kedison PLC

	Statement of Financial Position

	for  31st December 2020

	Accounts
	£
	£

	Assets
	 
	 

	Non Current Assets:
	 
	 

	Plant and equipment
	632,730
	 

	 
	632,730
	 

	Current Assets:
	 
	 

	Cash and bank
	12,900
	 

	Debtors (170,125+980)
	171,105
	 

	Inventory
	330,600
	 

	 
	514,605
	 

	Total Assets
	 
	1,147,335

	 
	 
	 

	Liabilities
	 
	 

	Non Current Liabilities:
	 
	 

	4% Debentures
	100,000
	 

	 
	100,000
	 

	
	 
	 

	Current Liabilities:
	 
	 

	Interest Due
	2,000
	 

	Trade creditors(171,355+3,000)
	174,355
	 

	Tax Due
	68,000
	 

	 
	244,355
	 

	Total Liabilities
	 
	344,355

	Net Assets
	 
	802,980

	 
	 
	 

	Shareholders' Equity
	 
	 

	£1 ordinary shares
	 
	310,000

	10% £1 preference shares
	 
	300,000

	 
	 
	 

	Retained Earnings:
	 
	 

	Retained profits at 1st January 2020
	132,000
	 

	Add: Net Income
	110,980
	 

	 
	242,980
	 

	Less: Ordinary dividend paid
	20,000
	 

	 
	222,980
	 

	Less: Preference dividend paid
	30,000
	 

	 
	 
	192,980

	Net Shareholders' Equity
	 
	802,980

	 
	 
	 

	 
	 
	 


 


[bookmark: _Toc81403895]b) Cause of Balancing Statement of Financial Position
The balance sheet is the statement for the current financial position of a company like Kedison PLC which carries 3 parts. These three parts are assets, liabilities, and shareholders’ equity. These are also sub categorised with current and non-current. These positions balance as assets with the sum of liabilities and the shareholders’ equity. This balances mainly because of the dual entry in accounting standards and principles. The transactions in the accounting carry two sides with the same amount that makes the equality in the balances of the statement of financial position. These two different entries bring up better checking of consistency (Madina, 2021).

[bookmark: _Toc81403896]Question 2
[bookmark: _Toc81403897]a) Ratios
Ratios of Chocco Plc 
ROCE (2020) (£m) = 
		= £846/(£9,736 - £2,511)
		= 11.71%
ROCE (2019) (£m) = 
		= £720/(£10,087 - £3,046)
		= 10.23%
It can be seen that the ROCE has been improved in 2020.
ROE (2020) (£m) = 
		= £431/£3,088
		=13.96%
ROE (2019) (£m) = 
		= £366/£2,912
		=12.57%
It can be seen that the ROE has been improved in 2020.
Earnings per share (2020) = 
		= £431,000,000/75,000,000
		=£5.75
Earnings per share (2019) =
		= £366,000,000/75,000,000
		=£4.88
It can be seen that the EPS has been improved in 2020.
Net profit margin (2020) (£m)  =
		= £431/£6,738
		=6.39%
Net profit margin (2019) (£m)  =
		= £366/£6,441
		=5.68%
It can be seen that the Net Profit Margin has been improved in 2020.
Asset turnover (2020) (£m) = 
		= £6,738/(£9,736 /2)
		=1.38 times
Asset turnover (2019) (£m) = 
		= £6,441/(£10,087 /2)
		=1.28 times
It can be seen that the Asset Turnover has been improved in 2020.
Stock holding days (2020) (£m) =  * 365
		= [{(£708+£659)/2} / {({(£6,738+ £6,441)/2}] *365
		= 38 days
Stock holding days (2020) (£m) = 
		= (£659/£6,441)*365
		= 38 days
It can be seen that the Stock Holding Days has no change in 2020.
Debtors collection period (2020) (£m) =  * 365
		= (£1,249/£6,738) * 365
		= 68 days
Debtors collection period (2019) (£m) =  * 365
		= (£1,287/£6,441)*365
		= 73 days
Debtors have been collected earlier in 2020.
Current ratio (2020) (£m) = 
		= £2,303/£2,511
		= 0.92:1
Current ratio (2019) (£m) = 
		=£ 2,355/£3,046
		= 0.77:1
The current ratio has been improved in 2020.
Gearing ratio (2019) (£m) = 
		= (£2,511+£4,137)/ £3,088
		= 2.15
Gearing ratio (2019) (£m) = 
		= (£3,046+£4,129)/ £2,912
		= 2.46
The gearing ratio also seems to be improving in 2020.


[bookmark: _Toc81403898]b) Comment
From the ratios calculated from the financial statements of Chocco Plc, it can be said that the company has improved so much in 2020 from 2019. The increase in the current ratio can say that the company can do better in future for paying short term loans but is still in a bad position. The debtor collection period is also reduced where they can collect the debt more frequently. The gearing ratio is also been improving where long term loans can also be covered easily (Faccia, et al, 2019). The sales must be increased as the stockholding day remained the same. The ROCE, ROE, and EPS are increasing in 2020 where the shareholders will be happy as the company is being more profitable. More investors will approach investing in the company and Chocco Plc will grow further. Asset turnover increase can bring up better result from an improvement in asset management in business for the sales and profitability where the increase of 0.71% in net profit margin is indicating the company’s improvement actions and success through time (Osadchy, et al, 2018).

[bookmark: _Toc81403899]Conclusion
The financial positions of the companies are well explained where the calculations determined the sales and profitability. These calculations also have been clarified the positions of assets, liabilities, and shareholders’ equity. The commentary has explained the progress of Chocco Plc in 2020 comparing with 2019.
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