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Veselina Uchkunova


Accounting Fundamentals 


Question 1
A)
KEDISON PLC PROFIT AND LOSS STATEMENT 
 FOR THE YEAR ENDED 31st DEC 2020.
	Sales
Less: Cost of sales
Gross Profit
Add: Retained profit as of 1st Jan 2020
Goods sold
Less: Ordinary dividend paid
Preference dividend paid
Administrative expenses
Interest paid
Directors’ remuneration
Distribution cost
Corporation tax
Salesmen commission

	
578650





20000
30000
30000
2000
5000
28000
68000
3000
	826650
(578650)
248000

132000
980








(186000)


	Net profit
	
	194980


  
KEDISON FINANCIAL POSITION STATEMENT
AS AT 31ST DEC 2020.
	Non-current assets
Plant and equipment
	
	
632730

	Current Assets
Debtors            170125
Cash and bank 12900
Stock                330600

Current liabilities
Trade creditors
	


513625


(170125)
	





342270
975000

	Equity
Ordinary shares
10% preference shares
4% debentures
Net profit
	
310000
300000
100000
194980
904980
	



B)
The main reason why the financial position statement of the firm balances is because of the accounting principles of double entry. The double entry system enables the recording of all the transactions in at least 2 accounts and also aids in checking the consistency of the entries. The balancing of the financial position statement of the firm indicates that all the mistakes in the firm are corrected, and the current and future operation of the firm is controlled. The financial position of the firm balances showing how healthier the company is growing in terms of financial operations. 
Question 2
A)
1. ROCE=EBIT/Capital employed
Capital employed= Total asset – current liabilities
2020 capital employed
9736-2511=7225
2019 capital employed
10087-3046=7041
	2020

805/7225=0.11
0.11*100=11%
	2019

699/7041=0.09
=0.1
0.1*100=10%



2. ROE=Net income/shareholders’ equity
Shareholder’s equity=Asset-Liabilities
	2020

431/3088=0.139
=0.14*100
=14%

	2019

366/2912=0.125
=0.13*100
=13%




3. Earnings per share
EPS=net income-preferred dividends/weighted average common shares outstanding
	2020

431-255/5.12
176/5.12=34.37
=34.4
	2019

366-242/4
124/4=31
=31



4. Net profit margin= net income/total revenue*100
	2020

431/3088*100
14%
	2019

366/2912*100
=12.6%



5. Asset turnover=net sales/average total assets
	2020 

6738/9736*100
=69.21%
	2019

6441/10087*100
=63.85%



6. Stock holding days=closing stock inventory/cost of goods sold*365
	2020

708/3235*365
=80 days
	2019

659/3096*365
=78 days



7. Debtors’ collection period= amount owed by trade debtors/annual sales on credit*365
	2020

1249/6738*365
=68 days
	2019

1287/6441*365
=73 days



8. Current ratio=current assets/current liabilities
	2020

2303/2511=0.917
=0.92
	2019

2355/3046=0.77
=0.77



9. Gearing ratio=debt/shareholders’ equity
	2020

1249/3088
=0.40
	2019

1287/2912
0.44



10. Invertor cover=
	2020

3088/4137
=0.75
	2019

2912/4129
=0.71



B)
 From the financial statement of Chocco Plc, it is confirmed that the firm is operating on profit. In 2019, the firm had a retained profit of 1541 Euros which increased to 1717 Euros in the year 2020. The improvement showed that the firm is striving to not operate under losses but achieve higher based on its performance. Based on the ratios calculated, Chocco Plc has a relatively higher earnings per share, which indicates that the firm can make profits and can out more money to shareholders. The trend of earning per share indicates that Chocco Plc can grow higher and sell more. The firm's net profit margin raised from 12.6% to 14%, which indicates that the firm is growing strong financially. Net profit margin is a measure of income, and its rise over time indicates how strong Chocco Plc is growing in finance.
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