1

Submission deadline: Assignment - 1A Accounting Fundamentals [image: Text

Description automatically generated with medium confidence]

Course: BA Business Management
Module name: Accounting Fundamentals
Module Code: LCBB4001
Lecture name: Emad Elkhashen
Title of report: Assignment - 1A
Student name: Mariya Stefanova
Student ID/ Number: 2124725
Submission deadline: 013.01.2023















QUESTION 1
Wales PLC
Profit and loss statement
For the year ended 31st December 2021
	
Particulars
	Dr
Amount (£)
	Cr
Amount (£)

	Sales
Add good values
Net sales
Cost of Sales
Add
Interest paid
Distribution Cost
Administrative Expenses
Sales Commission
Directors remuneration
Preference Dividend Paid
Ordinary dividend paid
Provision for corporate Tax
Net Profit



	

578,650


2,000
28,000
30,000
3,000
5,000
30,000
20,000
100,000
4,330

£800,980






	800,000
980
800,980












£800,980





Wales PLC
Statement of financial position
as at 31st December 2021
	Equity and liabilities 
Shareholder's fund
£ 1 Ordinary shares
10% £ 1 preference shares
Retained profits as of 1st January 2021
Add Net profit

Long-term liability 
4% Debentures
Current Liabilities
Trade creditors
Outstanding sales commission
Prov.  For corporate Tax
TOTAL
Assets
Non-Current Assets
Fixed Assets
Plant & Equipment
Current Assets
Debtors

Stock
Cash and Bank
TOTAL


	



£132,000
£4,330


200,000










(170,125+980) =171,105
430,600
176,250

	

£1,000,000
£400,000


£136,330



188,625
3,000
100,000
2,027,955



1,250,000





2,027,955




(b)
As a result of adhering to the double-entry bookkeeping principle, the balance sheet is in a state of equilibrium. With this bookkeeping method, all financial dealings are recorded in at least two separate accounts, each of which serves as a double-check for the other. At all times, the total assets and equity must match the total liabilities and debt. The ratio of equity to total assets minus total liabilities is constant. Assets minus equity must always equal liabilities.

QUESTION 2
1. Return on Capital Employed (ROCE)
= Earnings before Interest and Tax/Capital Employed * 100
First, we compute the earnings before interest and Tax for the two financial years. After that, we compute the capital employed; hence, the ROCE can now be computed with the two results.
(i) Earnings before interest & Tax
FY2021
Profit before Taxation=620
Add Interest Payable=226
Earnings before interest & Tax=620+226=846
FY2020
Profit before Taxation=539
Add: Interest Payable=181
Earnings before interest & Tax=539+181=720
(ii) Capital Employed
= Total Assets – Current Liabilities
FY2021
Total Assets=9,736
Less: Current liabilities=2,511
Capital Employed=9,736-2,511=7,225
FY2020
Total Assets=10,087
Less: Current liabilities=3,046
Capital Employed=7,041

(iii) Return on Capital Employed (ROCE)
FY2021
Earnings before interest & Tax (A)=846
Capital Employed (B)=7,225
Return on Capital Employed (A/B) *100= (846/7,225) *100%=11.709%
FY2020
Earnings before interest & Tax (A)=720
Capital Employed (B)=7,041
Return on Capital Employed (A/B) *100= (720/7,041) *100%=10.226%

2. Return on Equity (ROE)
= Net Income/Shareholder Equity
(i) Net Income = Bottom Line Profit before the dividend
Net Income 2021=431
Net Income 2020=366
(ii) Shareholder Equity = Total Assets – Liabilities (or) Equity Balance
2021=3,088
2020=2,192
(iii) ROE
FY2021
Net Income (A)=431
Equity (B)=3,088
ROE (A/B) *100= (431/3,088) *100%=13.957
FY2020
Net Income (A)=366
Equity (B)=2,912
ROE (A/B) *100= (366/2,912) *100%=12.569%

3. Earnings per share
= Earnings attributable to equity shareholders/Total No. of Shares
(i) Earnings attributable to equity shareholders
2021=431
2020=366
(ii) Total No. of Shares
FY2021
Ordinary Share Capital=300
Price per share=50p
No. of Shares= (300/.50) =600
FY2020
Ordinary Share Capital=300
Price per share=50p
No. of Shares= (300/.50) =600
(iii) Earnings per Share
FY2021
Net Income (A)=431
No. of Shares (B)=600
Earnings per share (A/B) =431/600=0.7183
FY2020
Net Income (A)=366
No. of Shares (B)=600
Earnings per share (A/B) =366/600=0.61

4. Net Profit Margin
= Net Profit/Revenue * 100
(i) Net Profit
2021=431
2020=366

(ii) Revenue
2021=6,738
2020=6,441

(iii) Net Profit Margin
FY2021
Net Profit (A)=431
Revenue (B)=6/738
Net Profit Margin (A/B) *100= (431/6,738) *100%=6.40%
FY2020
Net Profit (A)=366
Revenue (B)=6,441
Net Profit Margin (A/B) *100= (366/6,441) *100%=5.682%

5. Asset Turnover
=Sales/Total Asset
(i) Revenue
2021=6,738
2020=6,441
(ii) Total Assets
2021=9,736
2020=10,087
(iii) Asset Turnover
FY2021
Revenue (A)=6,738
Total Assets (B)=9,736
Asset Turnover (A/B) =6,738/9,736=0.692 times
FY2020
Revenue (A)=6,441
Total Assets (B)=10,087
Asset Turnover (A/B) =6,441/10,087=0.639times

6. Stock Holding Days
= Inventory/Cost of Sales * 365
(i) Inventory
2021=708
2020=659
(ii) Cost of Sales
2021=3,235
2020=3,096
(iii) Stock Holding Days
FY2021
Inventory (A)=708
Cost of Sales (B)=3,235
Stock Holding Days (A/B) *365= (708/3,235) *365=80 days
FY2020
Inventory (A)=659
Cost of Sales (B)=3,096
Stock Holding Days (A/B) *365= (659/3,096) *365=78 Days

7. Debtors Collection Period
= Trade Receivables/Credit Sales * 365
(i) Trade Receivables
2021=1,249
2020=1,287
(ii) Credit Sales
2021=6,738
2020=6,441
(Assuming all sales are on credit)
(iii) Debtor Collection Period
FY2021
Trade Receivables (A)=1,249
Sales (B)=6,738
Debtor Collection Period (A/B) *365= (1,249/6,738) *365=68 Days
FY2020
Trade Receivables (A)=1,287
Sales (B)=6,441
Debtor Collection Period (A/B) *365= (1,287/6,441) *365=73 Days

8. Current Ratio
= Current Assets/Current Liabilities
(i) Current Assets
2021=2,303
2020=2,355
(ii) Current Liabilities
2021=2,511
2020=3,046
(iii) Current Ratio
FY2021
Current Assets (A)=2,303
Current Liabilities (B)=2,511
Current Ratio (A/B) =2,303/2,511=0.917 Times
FY2020
Current Assets (A)=2,355
Current Liabilities (B)=3,046
Current Ratio (A/B) =2,355/3,046=0.773 Times

9. Gearing Ratio
= Total Debt/Total Equity
(i) Debt
2021=4,137
2020=4,129
(ii) Equity
2021=3,088
2020=2,912
(iii) Current Ratio
FY2021
=4,137/3,088=1.34
FY2020
=4,129/2,912=1.42

(b) 
· Financial statement indicators and statistics show that the company's performance has increased from the prior year. There is an upward trend when compared to the prior year. Both the profit ratio and the profit as a percentage of equity grew each year.
· Comparing the net profit of 2019 with that of 2020, we see a rise to $431. (i.e., 366). As a result, the company's net profit rose by about 0.718%.
· Additionally, there is a rising pattern in earnings per share. Because of this upward trend, the corporation has the financial money to pay a more significant dividend than in prior years ($255 million) (242 million).
· Chocco plc's expansion is evidence of the company's vitality. In 2020, its market value also rose. There has been some fluctuation in the asset turnover ratio this year, but it is within the acceptable range.
· The old coverage period for the company's receivables was 73 days, whereas the new one is about 68 days. While debt collection has improved since last year, there is still room for development.
· In addition, the current ratio has room to grow. Despite 2019's advancements, the organization nonetheless has room for enhancement.
· Since last year, the accounting unit's interest expenses have gone up. With the growth in equity, the debt ratio is manageable, but the interest coverage ratio has shrunk. The growing debt in the fiscal unit is to blame.
· The company's financial performance is up from the previous year.
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