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Question 1.-a





Profit and Loss Statement and Statement of financial position as on 31.12.2020


	Kedison PLC

PROFIT AND LOSS STATEMENT for the year ended 31st December 2020






















Kedison PLC -Statement of financial Position on 31st December 2020




Adjustment 
a) Equity= £804,980
1. Ordinary share Capital= £310,000
2. 10% £1 Preference share = £300,000
3. Retained profits= £132,000
4. Net profit=Retained profit-dividend) £62,980

b) Liabilities= £ 342,355

Current liabilities= £242,355
1. Trade creditors= £171,355
2. Outstanding sales commission= £3,000
3. Provision for corporate tax= £68,000 (tax paid 0+ tax unpaid £68,000)
Non current Liabilities= £100,000
1. 4% Debentures = £100,000

c) Assets 
Non-current assets= £632,730 
1. Plant and equipment= £632,730
Current assets= £514,605
1. Debtors = Debtors + Goods sent to customers at 31st December=£170,125+£980
            Debtors=£171,105
2. Inventory/Stock =£330,600

3. Cash and Bank=£12,900
Question 1.-b
The balance sheet or also known as the statement of financial position provides the necessary information on what a company is worth from a book value perspective. (Corporate Finance Institute, 2021). The balance sheet is divided into three different categories and it provides information at a specific date regarding the company’s assets, liabilities and its shareholder’s equity.

The balance sheet shows the company’s total assets and through it we can see how those assets are financed. In order for a balance sheet to balance the equation Assets=Liabilities+ Equity must always be satisfied. ( Corporate Finance Institute, 2021)

	 Balance Sheet

	Total assets



Currents Assets (cash and inventory)

+
Non-Current Assets (property, plant and equipment)
	
Total Liabilities
Current Liabilities (owed to suppliers)
+
Non-Current Liabilities (long term loan)

	
	
Total Shareholders’ Equity
Share Capital
+
Retained Earning


	











Question 2.-a


1. ROCE













2. ROE















3. Earnings per share



4. Net profit Margin




5. Asset Turnover




6. Stock holding days





7. Debtors collection period




8. Current ration




9. Gearing ratio




10. Invertor cover 


Question 2-b.

By analyzing the ROCE and ROE ratios as well as the other indicators above, we can see an improvement in the company’s performance and we can conclude that the business is capable of maintaining its market value. ( Corporate Finance Institute, 2021)
Return on Capital Employed and Return on Equity ratio have improved in 2020 compared to 2019. This is an indicator for larger profits that cover up the costs for the company and that can be turned back into the business as reinvestments. This can be confirmed also by the fact that the Net profit ratio has increased by 0,718 in 2020, The net profit in 2020 being 431 compared to 366 in 2019.
The turnover ratio Asset only shows a slight improvement. This is acceptable but the company needs improvement in this aspect.
There is also an improvement when the company covers for its receivable but still, there is room for more. It now takes 68 days compared to 73 days in 2019 for the company to cover its receivables in cash.
 There is an increase in current ratio but it still need improvement. There is also an increase in gearing ratio and this makes the slight increase in interest expense acceptable.

Taking into consideration all the given data, we can conclude that the business has improved its performance in 2020 compared to 2019 and it will not be threatened by financial risk.
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Equity andf Liabilities

Shareholder's Fund

Ordinary Shares 310,000.00 £                                  

10% Preferance Shares  300,000.00 £                                  

Retained profits at 1st January 2020 132,000.00 £                                                   

Add Net profit 62,980.00 £                                                     

194,980.00 £                                  

Long-Term Liability

4% Debentures 100,000.00 £                                  

Current Liabilities

Trade Creditors 171,355.00 £                                  

Outstanding Sales Comission 3,000.00 £                                      

Provision for Corporate Tax 68,000.00 £                                    

TOTAL 1,147,335.00 £                              

Assets

Non-Current Assets

Fixed Assets

Plant and Equipment 632,730.00 £                                  

Current Assets

Debtors (170,125+980) 171,105.00 £                                                   

Stock 330,600.00 £                                                   

Cash and bank 12,900.00 £                                                      514,605.00 £                                  

TOTAL 1,147,335.00 £                              

Kedison PLC

Statement of Financial Position on 31st December 2020
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		Kedison PLC

		Statement of Financial Position on 31st December 2020

		Equity andf Liabilities

		Shareholder's Fund

		Ordinary Shares				£   310,000.00

		10% Preferance Shares 				£   300,000.00

		Retained profits at 1st January 2020		£   132,000.00

		Add Net profit		£   62,980.00

						£   194,980.00

		Long-Term Liability

		4% Debentures				£   100,000.00



		Current Liabilities

		Trade Creditors				£   171,355.00

		Outstanding Sales Comission				£   3,000.00

		Provision for Corporate Tax				£   68,000.00

		TOTAL				£   1,147,335.00

		Assets

		Non-Current Assets

		Fixed Assets

		Plant and Equipment				£   632,730.00

		Current Assets

		Debtors (170,125+980)		£   171,105.00

		Stock		£   330,600.00

		Cash and bank		£   12,900.00		£   514,605.00



		TOTAL				£   1,147,335.00
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ROCE=Earning before Interest and Tax/Capital Employed*100

Roce=(Profit before tax+Interest Payable)/(Total Assets-Current Liabilities)*100

Earning before Interest and Tax:

Particulars 2020 2019

Profit before Taxation 620 539

Add:-Interest Payable 226 181

Earning before Interest and Tax: 846 720

Capital Employed:-Total assets-Current Liabilities

Particulars 2020 2019

Total Assets 9,736 10,087

Less:-Current Liabilities 2,511 3,046

Capital Employed 7,225 7,041

Return on Capital Employed 

Particulars 2020 2019

Earning before Interest and Tax: 846 720

Capital Employed 7,225 7,041

Return on Capital Employed=(Earning 

before Interest and Tax/Capital 

Employed)

11.709 10.226

ROCE 2020 11.709%

ROCE 2019 10.206%
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		ROCE=Earning before Interest and Tax/Capital Employed*100

		Roce=(Profit before tax+Interest Payable)/(Total Assets-Current Liabilities)*100



		Earning before Interest and Tax:

		Particulars		2020		2019

		Profit before Taxation		620		539

		Add:-Interest Payable		226		181

		Earning before Interest and Tax:		846		720



		Capital Employed:-Total assets-Current Liabilities

		Particulars		2020		2019

		Total Assets		9,736		10,087

		Less:-Current Liabilities		2,511		3,046

		Capital Employed		7,225		7,041



		Return on Capital Employed 

		Particulars		2020		2019

		Earning before Interest and Tax:		846		720

		Capital Employed		7,225		7,041

		Return on Capital Employed=(Earning before Interest and Tax/Capital Employed)		11.709		10.226



		ROCE 2020		11.709%

		ROCE 2019		10.206%
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Return on Equity (ROE)=Net Income/Shareholder Equity

Net income=Bottom line profit before dividend

Particulars 2020 2019

Net income-Bottom line profit before dividend 431 366

Shareholder Equity=Total Assets-Liabilities or Equity Balance

Particulars 2020 2019

Equity 3,088 2,912

ROE

Particulars 2020 2019

Net Income 431 366

Equity 3,088 2,912

ROE=(Net Income/Equity)*100 13.957 12.569

ROE 2020 13.96%

ROE 2019 12.57%
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		Return on Equity (ROE)=Net Income/Shareholder Equity



		Net income=Bottom line profit before dividend

		Particulars		2020		2019

		Net income-Bottom line profit before dividend		431		366



		Shareholder Equity=Total Assets-Liabilities or Equity Balance

		Particulars		2020		2019

		Equity		3,088		2,912



		ROE

		Particulars		2020		2019

		Net Income		431		366

		Equity		3,088		2,912

		ROE=(Net Income/Equity)*100		13.957		12.569



		ROE 2020		13.96%

		ROE 2019		12.57%
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Earning per share=Earnings atributtable to equity shareholders/Total no. of shares

Earnings atributable to equity shareholders

Particulars 2020 2019

Net Income 431 366

Total number of shares

Particulars 2020 2019

Ordinary share Capital 300 300

Price per share 50p 50p

Number of shares  600 600

Earning per Share

Particulars 2020 2019

Net Income 431 366

Number of shares  600 600

Earning per Share=Net Income/Number 

of shares 0.718 0.610

Earning per share 2020 0,718

Earning per share 2019 0,610
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		Earning per share=Earnings atributtable to equity shareholders/Total no. of shares

		Earnings atributable to equity shareholders

		Particulars		2020		2019

		Net Income		431		366

		Total number of shares

		Particulars		2020		2019

		Ordinary share Capital		300		300

		Price per share		50p		50p

		Number of shares 		600		600

		Earning per Share

		Particulars		2020		2019

		Net Income		431		366

		Number of shares 		600		600

		Earning per Share=Net Income/Number of shares		0.718		0.610



		Earning per share 2020		0,718

		Earning per share 2019		0,610
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Net Profit Margin=Net profit/Revenue*100

Net Profit

Particulars 2020 2019

Net profit 431 366

Revenue

Particulars 2020 2019

Revenue 6,738 6,441

Net Profit Margin

Net Profit 431 366

Revenue 6,738 6,441

Net Profit Margin=( Net Profit/Revenue)*100 6.397 5.682

Net profit margin 2020 6.397%

Net profit margin2019 5.682%
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		Net Profit Margin=Net profit/Revenue*100

		Net Profit

		Particulars		2020		2019

		Net profit		431		366



		Revenue

		Particulars		2020		2019

		Revenue		6,738		6,441



		Net Profit Margin

		Net Profit		431		366

		Revenue		6,738		6,441

		Net Profit Margin=( Net Profit/Revenue)*100		6.397		5.682

		Net profit margin 2020		6.397%

		Net profit margin2019		5.682%
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Revenue

Particulars 2020 2019

Revenue 6,738 6,441

Total Assets

Particulars 2020 2019

Total Assets 9,736 10,087

Asset Turnover

Particulars 2020 2019

Revenue 6,738 6,441

Total Assets 9,736 10,087

Asset turnover=Revenue/Total assets 0.692 0.639

Asset turnover2020 0.692 times

Asset turnover 2019 0.639times
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		Asset Turnover=Sales/Total Asset



		Revenue

		Particulars		2020		2019

		Revenue		6,738		6,441



		Total Assets

		Particulars		2020		2019

		Total Assets		9,736		10,087



		Asset Turnover

		Particulars		2020		2019

		Revenue		6,738		6,441

		Total Assets		9,736		10,087

		Asset turnover=Revenue/Total assets		0.692		0.639



		Asset turnover2020		0.692 times

		Asset turnover 2019		0.639times
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Stock Holding Days=Inventory/Cost of sales*365

Inventory:-

Particulars 2020 2019

Inventory 708 659

Cost of Sales:-

Particulars 2020 2019

Cost of sales 3,235 3,096

Stock Holding Days 

Particulars 2020 2019

Inventory 708 659

Cost of Sales  3,235 3,096

Stock Holding Days=(Inventory/Cost of Sales)*365 79.883 77.692

Stock Holding Days 2020 80 days

Stock Holding Days 2019 78 days 
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		Stock Holding Days=Inventory/Cost of sales*365

		Inventory:-

		Particulars		2020		2019

		Inventory		708		659



		Cost of Sales:-

		Particulars		2020		2019

		Cost of sales		3,235		3,096



		Stock Holding Days 

		Particulars		2020		2019

		Inventory		708		659

		Cost of Sales 		3,235		3,096

		Stock Holding Days=(Inventory/Cost of Sales)*365		79.883		77.692



		Stock Holding Days 2020		80 days

		Stock Holding Days 2019		78 days 
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Debtor Collection Period:-Trade Receivables/Credit Sales*365

Trade Receivables

Particulars 2020 2019

Trade Receivables 1,249 1,287

Credit Sales

Particulars 2020 2019

Sales(assuming all sales are on credit) 6,738 6,441

Stock Holding Days 

Particulars 2020 2019

Trade Receivables 1,249 1,287

Sales 6,738 6,441

Debtor Collection Period= (Trade 

Receivables/Sales)*365

67.659 72.932

Debtor Collection Period 2020 68 days

Debtor Collection Period 2019 73 days 
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		Debtor Collection Period:-Trade Receivables/Credit Sales*365



		Trade Receivables

		Particulars		2020		2019

		Trade Receivables		1,249		1,287



		Credit Sales

		Particulars		2020		2019

		Sales(assuming all sales are on credit)		6,738		6,441



		Stock Holding Days 

		Particulars		2020		2019

		Trade Receivables		1,249		1,287

		Sales		6,738		6,441

		Debtor Collection Period= (Trade Receivables/Sales)*365		67.659		72.932



		Debtor Collection Period 2020		68 days

		Debtor Collection Period 2019		73 days 
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Current Ratio= Current Assets/Current Liabilities

Current Assets

Particulars 2020 2019

Current Assets 2,303 2,355

Current Liabilities

Particulars 2020 2019

Current Liabilities 2,511 3,046

Current Ratio

Particulars 2020 2019

Inventory 2,303 2,355

Cost of Sales  2,511 3,046

Current Ratio= Current Assets/Current Liabilities 0.917 0.773

Current Ratio 2020 0,917 times

Current Ratio 2019 0,773 times
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		Current Ratio= Current Assets/Current Liabilities

		Current Assets

		Particulars		2020		2019

		Current Assets		2,303		2,355



		Current Liabilities

		Particulars		2020		2019

		Current Liabilities		2,511		3,046



		Current Ratio

		Particulars		2020		2019

		Inventory		2,303		2,355

		Cost of Sales 		2,511		3,046

		Current Ratio= Current Assets/Current Liabilities		0.917		0.773



		Current Ratio 2020		0,917 times

		Current Ratio 2019		0,773 times
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Gearing Ratio= Total Debt/Total Equity

Debt

Particulars 2020 2019

Debt 4,137 4,129

Equity

Particulars 2020 2019

Equity 3,088 2,912

Gearing  Ratio

Particulars 2020 2019

Debt 4,137 4,129

Equity 3,088 2,912

Current Ratio= Current Assets/Current Liabilities 1.340 1.418

Gearing Ratio 2020 1,340 times

Gearing Ratio 2019 1,418 times
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		Gearing Ratio= Total Debt/Total Equity

		Debt

		Particulars		2020		2019

		Debt		4,137		4,129



		Equity

		Particulars		2020		2019

		Equity		3,088		2,912



		Gearing  Ratio

		Particulars		2020		2019

		Debt		4,137		4,129

		Equity		3,088		2,912

		Current Ratio= Current Assets/Current Liabilities		1.340		1.418



		Gearing Ratio 2020		1,340 times

		Gearing Ratio 2019		1,418 times
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Invertor Cover=Earning before Interest and Tax/Interest Expense

Earning before Interest and Tax

Particulars 2020 2019

Profit before Tax 620 539

add Interest Payable 226 181

Earning before Interest and Tax 846 720

Interest Expense

Particulars 2020 2019

Interest Payable 226 181

Invertor cover

Particulars 2020 2019

Earning before Interest and Tax 846 720

Interest Payable 226 181

Invertor Cover=Earning before Interest and Tax/Interest Expense 3.743 3.978

Invertor Cover 2020 3,743 times

Invertor Cover 2019 3,978 times
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		Invertor Cover=Earning before Interest and Tax/Interest Expense

		Earning before Interest and Tax

		Particulars		2020		2019

		Profit before Tax		620		539

		add Interest Payable		226		181

		Earning before Interest and Tax		846		720



		Interest Expense

		Particulars		2020		2019

		Interest Payable		226		181



		Invertor cover

		Particulars		2020		2019

		Earning before Interest and Tax		846		720

		Interest Payable		226		181

		Invertor Cover=Earning before Interest and Tax/Interest Expense		3.743		3.978



		Invertor Cover 2020		3,743 times

		Invertor Cover 2019		3,978 times
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Particulars Amount Particulars Amount

Cost of Sales 578,650.00 £               Sales 827,630.00 £               

Interest Paid 2,000.00 £                   (826,650.00+980.00)

Distribution Costs 28,000.00 £                

Administrative Expenses 30,000.00 £                

Sales Commision 3,000.00 £                  

Directors Remuneration 5,000.00 £                  

Peference Dividend Paid 30,000.00 £                

Ordinary Dividend Paid 20,000.00 £                

Provision for Corporate Tax 68,000.00 £                

Net Profit 62,980.00 £                

827,630.00 £      827,630.00 £      
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		Particulars		Amount		Particulars		Amount

		Cost of Sales		£   578,650.00		Sales		£   827,630.00

		Interest Paid		£   2,000.00		(826,650.00+980.00)

		Distribution Costs		£   28,000.00

		Administrative Expenses		£   30,000.00

		Sales Commision		£   3,000.00

		Directors Remuneration		£   5,000.00

		Peference Dividend Paid		£   30,000.00

		Ordinary Dividend Paid		£   20,000.00

		Provision for Corporate Tax		£   68,000.00

		Net Profit		£   62,980.00

				£   827,630.00				£   827,630.00






