[image: ]	2023296








ACCOUNTING FUNDAMENTALS

MODULE CODE: LCBB4001

ASSIGNMENT-A1




























Student ID: 2023296

Lecturer: Emad Elkhashen

Submission: 03 September 2021


Contents
QUESTION 1	3
a) Profit and loss statement:	3
Statement of Financial Position:	4
b) The balance of statement of financial position:	4
QUESTION 2	5
a) 1. ROCE	5
2. ROE	5
3. Earnings per share	5
4. Net profit margin	6
5. Asset turnover	6
6. Stock holding days	6
7. Debtor collection period	6
8. Current ratio	6
9. Gearing ratio	6
10. Interest cover	7
b) Financial performance and position of Chocco PLC.	7
References	9




[bookmark: _Toc81521109]QUESTION 1
[bookmark: _Toc81521110]a) Profit and loss statement:
Revenues

Sales 	£826,650

Goods value	 £980

Total Revenue 	£827,650

Cost of Goods Sales

Cost of sales	£578,650

Director remuneration	£5,000

Total Cost of Goods Sales 	(£583,650)

Gross Profit	£243,980


Expenses
	
Administrative expenses 	£30,000

Distribution cost	£28,000
	
Interest Paid	 £2,000

Owed Commission	£3,000

Total Expenses 	 (£63,000)

Income before taxation	£180,980

Taxation	(£68,000)

Profit for the period	£112,980


Profit for the year ended 31st December 2020 for Kedison PLC is £112,980.



[bookmark: _Toc81521111]Statement of Financial Position:

	ASSETS
	
	

	Non current assets
	
	

	Plants and equipment
	£632,730
	

	Ordinary dividend paid
	£20,000
	

	Preference dividend paid
	£30,000
	

	
	
	£682,730

	Current assets
	
	

	Cash and bank
	£12,900
	

	Stock on 31st December 2020
	£330,600
	

	Debtors
	£170,125
	

	Goods value
	£980
	

	
	
	£514,605

	Total assets
	
	 £1,197,335 

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade creditors
	(£171,355)
	

	Owed commission
	(£3,000)
	

	Corporation tax
	(£68,000)
	

	
	
	(£242,355)

	Non-current liabilities
	
	

	4% Debentures
	(£100,000)
	

	
	
	(£100,000)

	
	
	

	Net Assets
	
	

	
	
	£854,980

	EQUITY
	
	

	£1 Ordinary share
	
	£310,000

	10% £1 preference shares
	
	£300,000

	Retained earnings
	
	£132,000

	Net Profit
	
	£112,980

	Total equity
	
	£854,980



Assets = Liabilities + Equity

[bookmark: _Toc81521112]b) The balance of statement of financial position:
A statement of financial position reflects the worth of a company at a specific point in time. It is one of the main financial statements. A balance sheets shows the assets which is what the business owns and liabilities, what the business owes. 
The statement of financial position must express the basic accounting principles and guidelines such as the cost, matching, and full disclosure principle. 
The major reason a balance sheet balances is due to the accounting principle of duplicate entry. In this accounting system, all transactions are recorded in at least two different accounts, which also serves as a test to ensure that the entries are consistent.
The assets of a company can be supported inwardly (through share capital and earnings) or outwardly (by credit) (e.g., bank loan, trade creditors, etc.). The total assets of an organisation must equal the amount of capital invested by the owners in the form of share capital and earnings not taken) plus any borrowings, since the total assets of a company must equal the sum of equity and liabilities.
This leads to the Accounting Equation: Assets = Liabilities + Equity
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[bookmark: _Toc81521114]a) 1. ROCE =   100%

	2019
	2020

	 x 100% = 9,92%

	  = 




[bookmark: _Toc81521115]2. ROE =  x 100%

	2019
	2020

	 x 100 = 12,56%

	 




[bookmark: _Toc81521116]3. Earnings per share =   

	2019
	2020

	 = £1,22

	 = £1,43




[bookmark: _Toc81521117]4. Net profit margin =  x 100% 

	2019
	2020

	 x 100% = 10,85%

	  100% = 11,94%



[bookmark: _Toc81521118]5. Asset turnover =  

	2019
	2020

	 = 0,91

	 = 0,93




[bookmark: _Toc81521119]6. Stock holding days =  x 365

	2019
	2020

	 x 365 = 77,69 days

	 x 365 = 79,88 days




[bookmark: _Toc81521120]7. Debtor collection period =  x 365


	2019
	2020

	 x 365 = 72,93 days

	 x 365 = 67,65 days




[bookmark: _Toc81521121]8. Current ratio = 

	2019
	2020

	 = 0,77

	 = 0,91




[bookmark: _Toc81521122]9. Gearing ratio =  x 100%

	2019
	2020

	 x 100% = 58,64%

	  100% = 57,25%



[bookmark: _Toc81521123]10. Interest cover = 

	2019
	2020

	 = 3,86 times

	 = 3,56 times




[bookmark: _Toc81521124]b) Financial performance and position of Chocco PLC.

The financial performance of Chocco PLC has slightly improved in 2020 due to the worldwide selling, before the year 2019.
The returns of capital employed a slight increase of 1,22% between those 2 years, proves that the customers are buying more which it will bring more profits. Return of equity suggests that the company is increasing its profit generation without needing as much capital as an increase from 12,56% in 2019 up to 13,95% in 2020 shows how well the company's management deploys shareholder capital 
While earnings per share shows a slightly increase from 1,22 up to 1,43 shows that company is profitable enough to pay out more money to its shareholders. At the same time the net profit margins has a difference of 1,09% from 11,94% in 2019 to 10,85% in 2020 indicates that the net income the company makes with total sales achieved increased.
Asset turnover does not have a major difference since 2019 from 0,91 up to 0,93 in 2020, but it is still an increase showing that the company’s generating revenues from its assets it is efficient without a big impact. Stock holding days indicates that the company have a decrease to turn its inventory into sales with a difference of 2,19 days from 2019 with 79,88 days to 77,69 in 2020.
Debtor collection period a reducing period is an indicator of increasing efficiency from 72,93 days in 2019 to 67,65 days in 2020 with a difference of 5,28 days. While current ratio, which measures assets to current liabilities is changed from 0,77 in 2019 to 0,91 provides that the assets are more than liabilities in both years with a small increase in assets as well as liabilities which makes the equity to go down and should be taken under consideration.
Gearing ratio decreased from 58,64% in 2019 up to 57,25% in 2020 as the has a small proportion of debt versus equity. Interest cover has a slightly decrease from 3,86 times in 2019 to 3,56 times in 2020 which makes the business more vulnerable. 
This examination of the performance and position of Chocco PLC proves that 2020 it is slightly a better year than the previous one. It should be taken under consideration the small decreases and a solution should be found to avoid further impediments. 
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