QUESTION 1

a)

Profit/Loss statement for the year ended 31st December 2020

 Sales+ Goods = Revenue: 826’650+980=827’630
Cost of sales: 578’650 + 5’000 (directors remuneration) =583’650

                                                                                            2020
                                                                   
Revenue                                                                            826’650
Cost of sales                                                                     (583’650)
Gross of Profit                                                                 243’980
Administrative expenses                                                (30’000)
Interest paid                                                                     (2’000)
Distribution costs                                                            (28’000)
Commission                                                                      (3’000)
Operating profit                                                              180’980
Corporation tax                                                                (68’000)
Profit for the period                                                        112’980










Statement of Financial Position as of 31st December

2020
£
Assets
Non-current assets 
Plant and equipment                                           632’730
Ordinary dividend paid                                        20’000
Preference dividend paid                                    30’000
                                                                                 682’730
Current assets
Stock at 31st December 2020                             330’600
Debtors                                                                  170’125
Cash and Bank                                                      12’900
Goods                                                                     980
                                                                                 514’605
Total assets                                                           1’197’335

Liabilities
Current liabilities 
Trade creditors                                                     171’355
Tax                                                                          68’000
Commission                                                          3’000
                                                                                242’355
Non-current liabilities
4% Debentures                                                    100’000
Total liabilities                                                      342’355
Net assets                                                             854’980
Equity
£1 Ordinary shares                                              310’000
10% £1 preference shares                                 300’000
Retained profits at 1st January 2020.              132’000
Profit for the period                                           112’980
Total Equity                                                          854’980
Total equity and Liabilities                                1’197’335




b)


 The Statement of Financial Position is a document that reflects the financial position of a company at a particular point time. In our example, we looked at Kedison PLC year-end 2020 Statement of Financial Position. Such a report is created by disclosing the resources that are controlled by the company (Assets) and the company’s obligations to creditors (liabilities). The third equally important part of the answer is the company’s equity capital, which is the amount awned by the owners or shareholders. Equity is the owner’s right to assets after deducting liabilities. The relationship (assets, equity and liabilities) is very important, and the amount of assets should always equal the sum of the liabilities and equity. 













QUESTION 2

a)

1) ROCE (Return on capital employed)
 
(Profit before interest (operating profit)/Assets employed) *100%

Assets Employed= Total Assets – Current Liabilities
2020: Assets employed :9’736-2’511=7’225
2019: Assets employed: 10’087-3’046=7’041

2020:
           (805/7’225) *100%=11,14%

2019:
           (699/7’041) *100%=9,92%

2) ROE (Return on Equity)

(Earning (Profit for the year)/Ordinary share capital and reserves) *100%   

2020:
           (431/3’088) *100%=13,95%
2019:
           (366/2’912) *100%=12,56%

3) Earnings per share 

Earnings /Number of ordinary shares

2020:
         431/300=£1,436
         
2019:
         366/300=£1,22

4) Net profit margin 

(Net profit (operating profit)/Sales (Revenue)) *100%

2020:
         (805/6’738) *100%=11,94%

2019:
         (699/6’441) *100%=10,85%

 
5) Assets tumover 

Tumover/Assets employed

Assets employed=Total Assets-Current Liabilities
2020: 9’736-2’511=7’225
2019: 10’087-3’046=7’041
2020:
          6’738/7’225=0,932

2019:
         6’441/7’041=0,914

6) Stock holding days(period) 

(Inventory/Cost of sales) *365

2020:
         (708/3’235) *365=79,8 days

2019:
          (659/3’096) *365=77,6 days

7) Debtors’ collection period  

(Trade receivables/Credit sales (Revenue)) *365

2020:
         (1’249/6’738) *365=67,7 days

2019:
          (1’287/6’441) *365=72,9 days 

8) Current ratio 

Current Assets/Current Liabilities 

2020:
         2’303/2’511=0,917

2019:
         2’355/3’046=0,773

9)  Gearing ratio 

(Debt (non-current liabilities)/ (debt +equity)) *100%

2020:
         (4’137/ (4’137+3’088)) *100%=57,25%

2019:
         (4’129/ (4’129+2’912)) *100%=58,64%

10)  Inventor cover 

Profit before interest (operating profit)/Interest charges (interest payable)

2020:
          805/226=3,56 times

2019:
          699/181=3,86 times






                                                                    b) 




      After examining Chocco PLC’s Income Statement and Statement of Financial Position, it can be concluded that the company has become more successful in 2020 compared to 2019. The Profit and Loss Statement shoes that profit increased in 2020. Looking at the Statement of Financial Position of Chocco PLC for 2020, you can see an increase in net profitability, that is, the company earns £11,94 from every £100 sales, the company does everything to make the sales profitable. Chocco PLC also become more profitable, as for every £100 invested in the company, you can get £11.

   






