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			Kedison PLC
			Trading, profit and loss account
			As at 31/12/2020 
	Sales                                                                                                                                                826,650                                                              

	Cost of sales                                                                                                                                  (578,650)

	Gross profit                                                                                                                                      248,000

	Less expenses

	Ordinary dividends paid                           20,000

	Preferred dividends paid                          30,000

	Administration expenses                          30,000

	Interest paid                                                 2,000

	Directors renumeration                              5,000

	Distribution costs                                        28,000

	Salesman commission owed                       3,000

	Goods owed                                                      980

	Operating profit                                          118,980                                                                        (118,980)

	Earnings before tax                                                                                                                             129,020

	Commercial tax                                                                                                                                    (68,000)

	Net profit                                                                                                                                                61,020 
















	                                                                      Kedison PLC
                                                                      Statement of financial position
                                                                      As at 31/12/2020

Fixed assets
Plant and equipment                                                                                                                  632,730


Current assets
Stock                                             330,600
Debtors                                         170,125
Cash                                                 12,900
                                                       513,625             513,625




Current liabilities
Trade creditors                             171,355                      
Debentures                                   100,000
Goods owed                                          980
Sales commission owed                   3,000
                                                        275,335              (275,335)
                                                                                      238,290                                                     238,290
                                                                                                                                                          871,020

Financed by
£1 ordinary shares                                                                                                                         310,000        
10% £1 preference shares                                                                                                            300,000
Retained profits at 1/1/2020                                                                                                       132,000
Net profits                                                                                                                                         61,020
Commercial tax                                                                                                                                68,000
                                                                                                                                                          871,020



a) The statement of financial position balances because the credit side is well filled out in that goods owed and salesmen commission owed are added to the liabilities as they are deducted in the trading, profit and loss account. Also net profit and commercial tax are added back into the balance sheet thus bringing about a balance in the statement of financial position.





2 (a).

ROCE = Net operating profit / capital employed (FA +WC)

            2019 =>    699 / (10,087 – 3046) 
                               = 0.099 OR 9.9%
           
            2020 =>     805 / (9,736 – 2511)
                                = 0.11 OR 11%

ROE = Net income / Shareholders equity
           2019 =>        366 / 2,912
                                  = 0.126
           2020 =>         431 / 3088
	                     = 014
Earnings per share = Net income – preferred dividends
                                         No. of ordinary shares issued
            
              2019 =>         366 – 242 / (300m / 4)
		         124,000,000 / 75,000
		          = 1.65

              2020 =>        431 – 255 / (300m / 512)
                                     176,000,000 / 58,593,750
                                      = 3
Net profit margin = Net profit / total revenue
               2019 =>          366 / 6441
			= 0.057
                2020 => 	431 / 6738
			= 0.064
Asset turnover = Net sales / Average total assets 
	2019 =>		3,096 / (10,087 / 2)
			= 0.61
	2020 =>		3,235 / (9,736 / 2)
			= 0.66
Stock holding days = Average inventory / (Cost of sales / no. of days)
	2019 => 	(659 / 2)  /  (3,096 / 365)
			= 38.85
	2020 =>		(780 / 2)  /  (3235 / 365)
			= 39.94
Debtors collection period = debtors * 365 / sales turnover
	2019 => 	1,287 * 365 / 3,096
			= 151.92
	2020 =>		1,249 * 365 / 3,235
			= 140.92
Current ratio = current assets / current liabilities 
	2019 => 	2,355 / 3,046
			= 0.77
	2020 => 	2,303 / 2,511
			= 0.917
Gearing ratio = Earnings before interest and tax / shareholders’ equity
	2019 =>		699 / 2,912
			= 0.24
	2020 =>		805 / 3,088
			= 0.26
Inventory coverage ratio = (working capital + short-term liabilities)
				            Inventory 
	2019 => 	2355 / 659
			= 3.57
	2020 => 	2303 / 708
			= 3.25
b) Chocco PLC is operating favorably considering its ROE whereby there is a rise from 12.6% in 2019 to 14% in 2020. The earnings per share have also significantly improved from £1.65 to £3.00. With such an increase, shareholders are bound to have significant returns thus encouraging them to invest more. The net profit margin has also increased to 0.064 from 0.057. meaning the company is speculated to be on the rise in terms of profits generated thus attractive to potential investors. The current ratio is also on the plus side as Chocco PLC operates at 0.917 relative to 0.77 in the year 2019. Stock is also cleared in time reflecting on effective operations in the company. 
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