
QUESTION 1
a)
Profit and Loss statement for Kedison PLC for the year ended 31st of December 2020










2020
	
	£

	Revenue 
	827630

	Cost of sales
	 (579336) 

	Gross profit
	248294

	Distribution costs
	(28000)

	Administration expenses
	(38000)

	Operating profit
	182294

	Finance costs
	(2000)

	Profit before tax
	180294

	Taxation

Profit after Taxes 

Preference shares

Ordinary dividend paid
	(68000)

112294

30000

20000

	Profit for the period
	 62294

	
	


Statement of financial position for Kedison PLC as at 31st of December 2020
	
	£
	£

	ASSETS
	
	

	Non current assets
	
	

	Plant & equipment
	632730
	

	

	
	
	632730

	Current assets
	
	

	Inventories
	329914
	

	Debtors
	171105
	

	Cash and bank
	 12900 


	

	
	
	 513919


	Total assets
	
	 1146649

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade creditors
	171355
	

	Other creditors
	3000
	

	Current tax payable
	 68000
	

	
	
	242355


	Non-current liabilities
	
	

	Long term borrowings
	100000
	

	
	
	 100000 

	Total liabilities
	
	 
342355 

	
	
	

	Net assets
	
	804294 

	
	
	

	EQUITY
	
	

	£1 Ordinary shares
	
	310000

	10% £1 Preference shares 
	
	300000

	Other reserves
	
	62294

	Retained profits
	
	 132000

	Total equity
	
	 804294


WORKING NOTES:

· Total revenue = 826650 +980= 827630

· Gross profit margin on sales = gross profit on sales/sales x100%=(sales - cost of sales)/sales x100%= (826650 – 578650) / 826650 x 100% = 30%

Cost of Sales for £980 (£980 x 70%) = £686

· Total cost of sales = 578650 + 686=579336

· Gross profit = Total product revenue – Total production cost = 827630-579336=248294

· Administration expenses = admin expenses +director renumeration+ sales commission = 30000+5000+28000+3000=38000

· Preference shares = 10% x 300000= 30000
· Total Debtors = 170125 (current debtors) + 980 (goods sent to customers on 31st of December 2020) =171105
· Inventories = 330600 (stock at 31st of December 2020) - 686 

b)
The balance sheet is called “the statement of the financial position” and reflects all the assets and liabilities from the company. Based on the formula Assets-Liabilities = Owner’s Equity, the statement of financial position should balance at any moment. 
Also, the amount of equity available depends on the success or failure of the business. (www.business.qld.gov.au/)
In my opinion, the financial position should balance to show that there is consistency and development within the company. 
QUESTION 2

a)

Ratios for Chocco plc for 2020 and 2019
	RATIO
	WORKING (2020)
	WORKING (2019)
	2020
	2019

	ROCE
	805/(9736-2511) x100%
	699/(19987-3046) x100%
	11.70934256 %
	10.2258202 %

	ROE
	431/3088 x100%
	366/2912 x100%
	13.95725389 %
	12.56868132 %

	Earnings per share
	(431:2)/300
	(366:2)/300
	0.7183
	0.61

	Net profit margin
	846/6738
	720/6441
	12.5556545 %
	11.17838845 %

	Asset turnover
	6738/9736
	6441/10087
	0.6920706656
	0.6385446614

	Stock holding days
	(708/3235)x365days


	(659/3096) x 365 days
	80 days
	78 days

	Debtors collection period
	(1249/6738) x 365 days
	(1287/6441) x 365 days
	68 days
	73 days

	Current ratio
	2303/2511
	2355/3046
	0.9171644763
	0.7731451083

	Gearing ratio
	4137/4137+3088
	4129/4129+2912
	57.25951557%
	58.64223832%

	Invertor cover
	846/226
	720/181
	3.743362832
	3.977900552


Formulas used for calculations:

ROCE = (profit before interest/ assets employed) x100%

ROE = Net Income/Shareholders’ Equity
EPS = Earnings available to equity shareholders/No. of shares outstanding
Net Profit Margin =(PBIT/Revenue
Asset Turnover = Sales Revenue/Total Assets
Stock holding days = (Inventory/Cost of Sales) x 365 days

Debtors Collection Period = (Trade Receivables/Sales) x 365 days

Current Ratio = Current Assets/Current Liabilities

Gearing Ratio = Total Debt/Total Debt + Total Equity
Interest Coverage Ratio = PBIT/Interest Charges
b)
· ROCE has increased which shows that the capital was used more efficiently.

· ROE has increased which shows a better return without using too much capital.

· Earnings per share increased, which shows that the company earned more money in 2020 than 2019.

· Net profit margin increased which shows that the cash was managed  better than previous year.

· Assets turnover has increased due to worldwide sales made in the growing markets.
· Stock holding days increased which reflects that the company can’t transform stock into sales quickly enough.

· Debtors collection period has decreased which shows an improvement on the cash management procedures.
· Current ratio has increased which shows an improvement, but still needs a bit of development on the resources’ management.

· Gearing ratio has decreased slightly but it’s still safe and not a big issue.
· Interest cover ratio has decreased a little bit, but the interest for both of the years shows that there was maintained a balance. 
· Considering all of the above, it shows that overall the company is in a better financial position at the end of 2020, than in 2019, probably due to the sales worldwide and to the competitive growing markets .  
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