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Question 1. a) Profit and loss statement 

Revenue   (826650+980)                                                                            827630
Cost of sales	(578650+3000 )                                                                  581650
Gross profit		                                                                                 245980	
Distribution costs		                                                                    28000			
Administration expenses    (30000+5000)                                               35000
Operating profit		                                                                    182980
Finance costs	(10000+2000)                                                                     102000
Profit before tax		                                                                      80980	
Taxation		                                                                                  68000					
NET PROFIT		                                                                                  12980					
Statement of financial position 
ASSETS										
										
Non Current assets										
Property, plant & equipment		632730													
Current assets										
Inventories		                          330600						
Trade and other receivables		(170125+980)                      171105
Cash and cash equivalents		12900																
TOTAL ASSETS		                        1147335																	
LIABILITIES										
										
Current liabilities										
Trade and other payables	          ( 171355+ 30000+ 20000+ 3000)   224355
Current tax payable		           68000																	
Non-current liabilities									
Long term borrowings		         100000							
										
TOTAL LIABILITIES		         392355																
NET ASSETS		                      754980																
EQUITY										
Share capital		                      310000						
Share premium		         300000						
Retained earnings		        ( 132000+12980)           144980	
			
TOTAL EQUITY		       754980								

Question 1 b)

A balance sheet (also known as a statement of financial position), shows the assets, liabilities, and equity of a company at a given point in time. 
Cash, stock, property, plant, and equipment are all examples of assets owned by a company as seen in the example above. 
Liabilities are the debts owed by the company to third parties, such as suppliers, banks, or business loans. 
After deducting any liabilities from the overall assets in the business, the remaining amount of owners’ financial interest in the company is referred to as equity. When reading the balance sheet, keep in mind that it shows what the company owns and controls (Assets), what it owes (Liabilities), and how much money the owner has invested (Equity).
Assets = Equity + Liabilities


Question 2

		                                             2020		                                        2019
				
Revenue		                                6738		                                       6441
Cost of sales		                                3235		                                       3096
Gross profit		                                3503		                                       3345
Distribution costs		                   437		                                                    422
Marketing and selling costs 		      1324		                                       1274
Administrative expenses		      937		                                                    950
Operating profit		                   805		                                                    699
Profit/loss on sale of fixed assets 	      19		                                                    5
Investment income		                   22		                                                   26
Interest payable		                  226		                                                   181
Profit/(loss) before taxation 		     620		                                                   539
Taxation		                               189		                                                   173
Profit for the year		                  431		                                                   366



		                                             2020				         2019
						
Non- Current assets 						
						
Intangible assets		                  5485				         5809
Property, plant and equipment 	     1613				         1605
Investments		                               335				                      318
	                                    TOTAL          7433		                                   7732
Current assets 						
Inventory		                              708				                     659
Trade receivables   		                 1249				                     1289
Investments		                              145				                     232
Cash		                                           201				                     177
	                                    TOTAL        2303				                     2357

Total assets 	                                            9736	                                                             10089
						
Current liabilities 						
Trade payables (583-255) 	                  328                                    (655- 242)        413
Other creditors 		                 1928				                     2391
	                                         TOTAL	    2256				                    2804

Non-current liabilities 						
Loans and other borrowings 		   4137				                    4129
	                                       TOTAL	   6393			 TOTAL	                    6933

Net assets 		                             3343				                    3156
						
Equity 						
Ordinary share capital (50p shares) 	     300				                   300
Share premium		                  1071				      1071
Retained profits 		                  1717				      1541
Dividends paid		                               255				                   242
	                                     TOTAL        3343                                                           3156
						
Question 2 a)

                                                          2020                                                          2019 

                
1. ROCE	805/7480X100 =10.76%	                    699/7285	X100 =	      9.59%     

CAPITAL EMPLOYED =9736-2256=7480       CAPITAL EMPLOYED =10089-2804=7285

2.   ROE             431/3343x100	  =    12.89%                     366/3156x100  =      11.59%
					
                    Number of shares           300/0.5 =600               Number of shares       300/0.5 =600

           3.   Earnings per share             431/600=    0.71	366/600=      0.61p	
					
4.  Net profit margin      431/6738X100  =6.39%                   366 /6441 X100	  =5.68%
				
5. Asset turnover         6738/7480   =    0.90		     6441/7285   =    0.88
					
6. Stock holding days    708/3235X365  =  80 days  659/3096 X 365  = 77.6921=78days
					
7. Debtors collection period  1249/6738X365=68 days  1289/6441X 365= 73 days
					
8. Current ratio    2303/2256=1.02	                          2357 / 2804=	0.84	
					
9. Gearing ratio   4147/ (4137+3343) X100=55.3%	 4129/ (4129+3156)X100=56.67%
					
10. Invertor cover      805/226= 3.56		                     699/181=3.86		


           

	                     					
Question 2 b)


Looking at the above statements it can be concluded that the company it is awarding to many days to its debtors, a reasonable period would be 30 days. 
The fact that there are 78 in 2019 and 80 in 2020 stock holding days can be seen either that the sales are slow, or the production is too big.
In 2020 the company had reduced the administrative expenses and it had increased the profit, this suggests a better efficiency in production and management. 
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