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INCOME STATEMENT FOR THE YEAR ENDED ………

Kedinson PLC

Income statement for the year ended 31st December 2020 

	
	£’

	Revenue                        (980) added
	827,630

	Cost of sales
	 (578,650) 

	Gross profit
	248,980

	Other income
	 X 

	Distribution costs
	(28000)

	Administration expenses    (3000+5000)_added
	(37000)

	Operating profit
	182,980

	Finance costs (100,000*4%)
	(4000)

	Profit before tax
	178,980

	Taxation
	(68,000)

	Profit for the period
	 110,980

	
	


· 980£ added to revenue, even the payment is due on 28th of February

· 3000£ are added to Administration cost for commission of salesmen, and 5000£ are added due to Director’s remuneration.

· 100,000*4=4000 (interest)

Retained profit: (132,000+110,980)-50000=192980

STATEMENT OF FINANCIAL POSITION AS AT ….

	
	£’000
	£’000

	ASSETS
	
	

	Non current assets
	
	

	Property, plant & equipment
	632,730
	

	Intangible assets
	 - 
	

	
	
	632,730

	Current assets
	
	

	Inventories
	330,600
	

	Trade and other receivables
	170,125+980
	

	Cash and cash equivalents
	 12900 
	

	
	513,625
	 513,625 

	Total assets
	
	 1,147,335 

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade and other payables
	2000+3000
	

	Short term borrowings
	171,355
	

	Current tax payable
	 68,000
	

	
	
	244,355

	Non-current liabilities
	
	

	Long term borrowings
	100000
	

	Long term provisions
	 X 
	

	
	
	 100000 

	Total liabilities
	
	 344,355 

	
	
	

	Net assets
	
	 588,710 

	
	
	

	EQUITY
	
	

	Share capital
	
	310,000

	Share premium
	
	300,000

	Other reserves
	
	-

	Retained earnings
	
	192,980

	Total equity
	
	 1,147,335

	
	
	


b) In accounting the assets must always be equal with sum of liabilities and owner’s equity. From my point of view, any owner who starts a business must to invest in order to have goods to sell, and those money are his assets in the future. Accounting shows where the money has been gone and how efficient was used. If the financial position don’t balance, then doesn’t make sense the use of it, and owners can’t identify the wealth of his business.
Part II

ACCOUNTING RATIOS
Choco plc
INVESTMENT RATIOS
Return on capital employed

2020

        805         x 100%=11,4
   3088+4137
                                                               2019                         699.     x100%=9.92
                                                                                            4129+2912

Comments: For every 100£ invested we can have 11,14£ profit in 2020, and 9,92 in 2019

Return on equity

2020


                     431                      x 100% =13,95%  

                  3088

2019
366.    x100=12,56%    

2912

Comments: For every 100£ invested, company will generate 13,95% for the year 2020, and 12,56 for 2019

Earnings per share

2020


                 431                =0.71             


600
                                                   2019
366.     =0.61

600

Comments: For very share hold in the company this will be the earning.

PROFITABILITY RATIOS
Net profit margin

2020


   805.     x 100%=11,94
  6738

2019
                      699.  x100=10,85
6441
Comments: For every 100£ in sales, the earning is 11,94 for 2020, and 10,85 for 2019, the rest is cost
EFFICIENCY RATIOS
Asset turnover
2020


      6738           = 0,93   
4137+3085

2019
6441
=0,91
4129+2912

Comments: Low figures suggest ineffective management

Stock holding period


2020

   708     x 365=79,8
   3235

2019
               659.  x365=77,69
3096
Comments: period of the time is kept the stock until is sold.80 days for 2020, and 78days for 2019
Debtors collection period
2020


    1249 x 365=67,65
    6738

2019
                               1287.  x365=72,93

        6441

Comments: The days when the money are receives from the costumers must be less then our creditors

LIQUIDITY RATIOS
Current ratio

2020



  2303  =0,91
  2511

2019
                  2355.    =0,77
   3046

Comments: Perfect ratio must be 1:1 and 2:1, not more or less

FINANCING RATIOS
Gearing ratio

2020



       4137          x 100%=57,25
4137 + 3088

2019
    4129.    X100%=58,64

4129+2912

Comments: comparing shareholders and loan

Interest cover

2020



   805.  = 3,56
    
226
                                                   2019
699 =3,86

181

Comments: below 1 is a problem

Results: From the figures above, I can say that in 2020 the company is making more profit compared to the previous year.
