




[image: ]

Assessment Schedule: June 2021 Term
Course: BA (Hons) Business Management
Level 4 – Term 1 - Weekend
	
Accounting Fundamentals LCBB4001
Assignment – A1





Peter Gottschling
2030897















Table of Contents
Question 1	3
Question 2	5
Reference	12



[bookmark: _Toc80932596]Question 1
(a) Profit and Loss statement and Statement of Financial Position for Kedison Plc has been stated in the following section. Income statement or profit and loss statement for an organization shows the profitability and operational cost during the year (Oncioiu et al. 2021).  
	Profit and Loss Statement for Kedison Plc

	For the year ended 31st December 2020

	Particulars
	Amount (£)
	Amount (£)

	Sales Revenue
	 
	826650

	Less: Cost of Sales
	 
	578650

	Gross Profit
	 
	248000

	Less: Expenses
	 
	 

	Administrative expenses
	30000
	 

	Interest paid
	2000
	 

	Distribution cost
	28000
	 

	Directors remunerations
	5000
	65000

	Operating Profit
	 
	183000

	Less: Corporation Tax
	 
	68000

	Net Profit
	 
	115000



Based on the above profit and loss statement of Kedison Plc, it has been seen that net profit from the operation is £115000 where operating profit is £183000. Profit and Loss statement of Kedison Plc has also reflected the gross profit and cost of sales of the business along with revenue. Actual financial performance and current financial position of Kedison Plc can be recognized through using Profit and Loss Statement for the period ended 31st December, 2020. Based on the Profit and Loss Statement of the company it can be recognize that the financial position of the company is effective in the current environment that a good sales revenue and net profitability has been seen for the business. 
Financial statement analyses are one of the significant calculations which used to determine the current financial capabilities of the firm (Ahmed and Safdar, 2018). Total assets, debt, equity and liability of the organization can be identified through using financial statement of the business. Performance parameter of the business can be measured through using financial statement during the financial year. Statement of financial position for Kedison Plc has been reflected in the following section. 
	Statement of Financial Position for Kedison Plc

	For the year ended 31st December 2020

	Particulars
	Amount (£)

	ASSETS
	 

	Non-current Assets
	 

	Plant and Equipment
	632730

	 
	 

	Current Assets
	 

	Stock
	330600

	Debtors (170125 + 980)
	171105

	Cash and bank
	12900

	 
	 

	Total Assets
	1147335

	 
	 

	LIABILITIES
	 

	Non-current liabilities
	 

	 
	 

	Current Liabilities
	 

	Trade Creditor
	171355

	Accrual expenses - Sales commission
	3000

	 
	 

	Total Liabilities
	174355

	 
	 

	Equity
	 

	Ordinary share capital
	310000

	10% Preference share
	300000

	4% debenture
	100000

	Opening Balance of Retained earnings
	132000

	Net Earnings
	115000

	Ordinary dividend paid
	       (20,000)

	Preference dividend paid
	       (30,000)

	 
	 

	Total Equity balance
	1081355



Based on the financial statement of the Kedison Plc it can be seen that Total assets of the business is £1,147,335. Financial statement of the company indicates that the liquidity of the business is effective which allow the firm to meet its short term obligation more effectively. Financial statement has also shows the efficiency of the firm which is beneficial for the development of the business. Statement of changes in equity and debt of the business has also measured in the financial statement of Kedison Plc effectively. 
(b) Financial statement has been prepared for Kedison Plc to show the net worth of the business at given time and provides the financial position of the firm to the interest parties such as stakeholders. Investors are taking their decision by analyzing the financial transaction in the financial statement over the years. Financial capabilities of the business can be identified by measuring the valuation of the assets and measurement of equity (Ives, 2020). Statement of financial position has the balance because of non-recorded financial changes. In the case study analyses it has been identified that Customers payment has not been recorded under accounting ledger account. 
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(a) Ratio analyses are the financial measurement that helps to recognize the historical trends of the business (Supriyanto and Darmawan, 2018). Financial stability of the organization can be identified through using ratio analyses for the business. Ratio analyses has also used for measuring the financial performance of the firm effectively. Profitability, efficiency, risk factors and liquidity of the business can be determined through the utilization of the ratio analyses. Ratio analyses are important measurement tool that can be used for the identification historical trends of the business that leads towards the performance measurement. For the profitability analyses ROCE and Net Profit margin ratio has been used. ROE, Stock Holding days and Debtors Collection period has been used for the identification of operational efficiency of the firm. For liquidity analyses, current ratio has used for Cocco Plc. On the other hand, gearing ratio and invertor cover has been used as the Risk measurement ratio in this section. 
	Ratio Analyses Cocco Plc
	 
	 
	 

	 
	 
	 
	 

	 
	Formula
	2020
	2019

	 
	 
	 
	 

	Return on Capital Employed (ROCE)
	EBIT / Capital Employed
	11.14%
	9.93%

	 
	 
	 
	 

	Return on Equity (ROE)
	Net Income / Shareholders equity
	13.96%
	12.57%

	 
	 
	 
	 

	Earnings per share (EPS)
	Net Earnings / Average Share Outstanding
	     0.72 
	     0.61 

	 
	 
	 
	 

	Net Profit Margin
	Net profit / Sales
	6.40%
	5.68%

	 
	 
	 
	 

	Assets Turnover
	Net Sales / Total Assets
	     0.69 
	     0.64 

	 
	 
	 
	 

	Stock Holding Days
	Inventory / COGS * 365
	   79.88 
	   77.69 

	 
	 
	 
	 

	Debtors Collection Periods
	Debtors / Sales Turnover * 365
	   67.66 
	   72.93 

	 
	 
	 
	 

	Current Ratio
	Current Assets / Current Liability
	     0.92 
	     0.77 

	 
	 
	 
	 

	Gearing Ratio
	Total Debt / Total Equity
	     1.34 
	     1.42 

	 
	 
	 
	 

	Invertor Cover
	EBIT / Interest expenses
	     3.56 
	     3.86 



1. Return on Capital Employed: ROCE is the financial ratio which used to measure the capabilities of an organization to utilize its capital for generating profitability (Lisek et al. 2020). This ratio has been used for the development of the business operation. Performance measurement of Cocco Plc for efficiency of the capital has been measured through using ROCE. 


ROCE for 2020 = 11.14%

ROCE for 2019 = 9.93%
2. Return on Equity: ROE is the financial measurement which used to determine the capabilities of the business to utilize its equity for generating profitability (Alpi, 2018). It is a profitability ratio which mainly measures the equity capabilities of the firm over the financial years. 


ROE for 2020 = 13.96%

ROE for 2019 = 12.57%
3. Earnings Per share: EPS is the financial measurement which allows investors to make decision regarding the investment opportunities in the business (Arsal, 2021). EPS used to determine the earning per share for the investors in the business operations. 


EPS for 2020 = 0.72p

EPS for 2019 = 0.61p
4. Net profit margin: Net profit margin in the profitability ratio that has been identified the financial capabilities of the firm to convert its revenue in the profitability (Nariswari and Nugraha, 2020). Net profit margin shows the current profit percentage of the business over its sales revenue. 


Net profit margin for 2020 = 6.40%

Net profit margin for 2019 = 5.68%
5. Assets Turnover: Assets turnover is the financial measurement that used to determine the assets utilization ability of the firm to generate revenue (Chandra et al. 2020). This ratio used to determine the performance of the business from the aspects of assets utilization. 


Assets turnover for 2020 = 0.69

Assets turnover for 2019 = 0.64
6. Stock Holding days: Stock holding days is the efficiency ratio that reflects the efficiency of the organization to move its inventory quickly (Stangl and Thonemann, 2017). This ratio shows the days taken by the organization to move its inventories in the business operation. Lower movement days indicate towards the higher efficiency for the business. 


Stock Holding days for 2020 = 79.88 or 80 days

Stock Holding days for 2019 = 77.69 or 78 days
7. Debtors Collection period: Debtors collection period is the financial measurement that reflects the efficiency of the firm to manage its debtors effectively (Wafula et al. 2019). This ratio shows the capabilities of the business to collect the debt from its debtors quickly. Average debt collection time has been recognizing through using this ratio. 


Debtors Collection period for 2020 = 67.66 or 68 days

Debtors Collection period for 2019 = 72.93 or 73 days
8. Current ratio: Current ratio is the liquidity ratio which shows the financial ability of the firm to pay its short term obligation effectively (Nuryani and Sunarsi, 2020). Liquidity position can be examine through using the current ratio in the business operation. Current ratio can be measured through using current assets and current liability of the business. 


Current ratio for 2020 = 0.91:1

Current ratio for 2019 = 0.77:1
9. Gearing ratio: Gearing ratio used to determine the financial risk include in the business operation (Suteja and Majidah, 2020). Financial leverage can be identified through determine the gearing ratio for the business. This ratio can be identified through identifying the percentage of debt and equity in the financing process of the firm. 


Gearing ratio for 2020 = 1.34 times

Gearing ratio for 2019 = 1.42 times
10. Interest Cover: Interest coverage ratio is the solvency ratio which shows the capabilities of the firm to pay its interest on borrowings through using earnings. Interest payment capabilities of the business can be evaluates through using this ratio. 


Interest Coverage ratio for 2020 = 3.56 times

Interest Coverage ratio for 2019 = 3.86 times
(b) Based on the financial statement of the Cocco Plc and Ratio analyses it can be recognized that the profitability of the firm has increased in 2020 compared to 2019. Here, it is seen that ROCE and Net profit margin of the firm has increased in 2020 compared to 2019 which indicates that the financial profitability performance of the firm has increased in 2020. This data has also indicates that the firm has the potential growth opportunity in the future from the profitability perspective. Most of the investors will attracted towards the business for the investment by seeing this outcome. From the investment perspective, it also seen that the performance of the business has improved in 2020 compared to 2019. Earnings per share and ROE have been used to evaluate the investment opportunity in Cocco Plc. Ratio data indicates that EPS has increased in 2020 with 0.72 compared to 0.61 in 2019. This data clearly indicates that the firm used to attract large number of investors towards the business for the investment. Efficiency of the firm has been measured through using Stock holding period and debtors’ collection period. Stock holding days has increased for the firm which indicates that the company taken long time than before to remove the old stock. On the other hand, debtors collection period shows that the company able to improve the debtors management by reducing number of days from 73 days in 2019 to 68 days in 2020. 
Liquidity position has also improved for the firm that the current ratio increased from 0.77 to 0.92 in 2020. This data indicates that the company has the capabilities to pay its short term obligation more quickly and effectively. Gearing ratio shows the capabilities of the firm to handle the financial risk effectively. Financial leverage of the company has reduced in 2020 compared to 2019 which is a good sign for the investors. This outcome indicates that the investor is able to invest in the operation with minimal risk level. Considering the above analyses, it can be stated that current performance of Cocco Plc is effective that the profitability, efficiency, liquidity has improved and financial risk has reduced which is good for attracting large number of investors to invest in the business operation. 
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