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Kedison PLC
Profit Loss Statement
For the year ended on 31st December, 2020
	Particulars
	£
	£
	£

	Sales
	
	
	826,650

	Add: Accrued Sales
	
	
	980

	
	
	
	827,630

	Less: Cost of sales
	
	
	578650

	                                   Gross Profit
	
	
	248,980

	Less: Operating Expenses
	
	
	

	Administrative expenses
	
	30,000
	

	Directors remuneration
	
	5,000
	

	Distribution Costs
	
	28,000
	

	Sales commission
	
	3000
	

	               Total Operating Expenses
	
	
	66,000

	                                    
	
	
	182,980

	Less: Interest Expense
	
	
	

	Interest paid
	
	2,000
	

	Add: Accrued interest 
	
	2,000
	

	               Total Interest Expense
	
	
	4,000

	                                     
	
	
	178,980

	Less: Corporate Tax
	
	
	68,000

	                                     Net Profit
	
	
	110,980







Kedison PLC
Statement of Financial Position
For the year ended on 31st December, 2020
	Particulars
	£
	£
	£

	Non-Current Assets:
	
	
	

	Plant and equipment 
	
	
	632,730

	Current Assets:
	
	
	

	Debtors
	170,125
	
	

	Add: Accrued Sales
	980
	171,105
	

	Cash and bank
	
	12,900
	

	Ending Inventory
	
	330,600
	

	                 Total Current Asset
	
	
	514,605

	                                Total Assets
	
	
	1,147,335

	
	
	
	

	Non-Current Liabilities:
	
	
	

	4% Debentures
	
	
	                      100,000 

	Owner's Capital:
	
	
	

	£1 ordinary shares
	
	310,000
	

	10% £1 preference shares
	
	300,000
	

	Retained profits at 1st January 2020
	132,000
	
	

	Add: Net Profit at 31st December 2020
	110980
	
	

	Less: Ordinary dividend paid
	20000
	
	

	Less: Preferred dividend paid
	30000
	
	

	Retained profits at 31st December 2020
	
	192,980
	

	            Total Owner's Capital 
	
	            
	802,980

	Current Liabilities:
	
	
	

	Tax Payable
	
	68,000
	

	Trade creditors
	
	171,355
	

	Accrued Expenses:
	
	
	

	 Sales Commision 
	3000
	
	

	 Interest Expense
	2000
	
	

	
	
	5000
	

	                Total current Liabilities
	
	
	244,355

	                              Total Liabilities
	
	
	1,147,335




The financial position is a statement that is made with the goal of determining a company's actual financial status on a specific day.
Because every asset is claimed by someone, the balance sheet should always be balanced, with Assets= Liabilities + Net Worth. The accounting principle of double entry is the main reason why a balance sheet balances. All transactions are recorded in at least two different accounts in this accounting system, which also serves as a check to ensure that the entries are consistent. Another explanation is that a business company's liabilities is a source of funds, indicating where the money came from, whereas its assets are an application of funds, indicating where the money went. The amount of money coming in and going out should always be equal.
An entity's assets can be financed either internally (through share capital and income) or externally (by credit) (e.g. trade creditors, bank loan etc.). Because the total assets of a business must equal the sum of equity and liabilities, the total assets of a business must equal the amount of capital invested by the owners plus any borrowings.










Chocco PLC
	Particulars
	Formula
	Calculation £ (in millions)
	Result

	
	
	2020
	2019
	2020
	2019

	ROCE
	Profit before tax /(Total Assets-current Liabilities)
	846/(9736-2511)
	720/(10087-
3,046)

	12%
	10%

	ROE
	Net Income/Shareholder’s equity
	431/3,088

	366/2,912


	14%
	13%

	EPS
	Net Profit/Common Shares Outstanding
	431/300

	366/300
	1.44
	1.22

	Net profit margin
	Net Income/ Net Sales
	431/6,738

	366/6,441

	6%
	6%

	Asset turnover
	Net Sales/Average Total Assets
	6,738/9736
	6,441/10087
	0.69
	0.64

	Stock holding days
	(Inventory/Cost of Sales)*365
	(708/3,235)*365


	(659/3,096)*365


	79.88 
days
	77.69 days

	Debtors collection period
	(Account Receivables/Net Sales)*365
	(1,249/6,738)*365

	(1,287/6,441)*365

	67.66 
days
	72.93 days

	Current ratio
	Current Asset / Current Liabilities
	2,303/2511

	2,355/3,046

	0.92
	0.77

	Gearing ratio
	Total Debt/Total Equity
	6,648/3,088

	7,175/2,912

	215%
	246%

	
	
	
	
	
	






ROCE- Shows how efficiently capital of the company is used to gain profit. So higher ROCE means better performance and productivity.  The company’s ROCE was 12% in 2020 which is 2% more than 2019 which is a good sign.
ROE- Shows how efficiently equity is used to generate income for the company. Normally 15-20% ROE is considered good for a company. ROE was 14% & 13% in 2020 and 2019 respectively which is lower than 15%. So the performance was not that good.
EPS- Earnings per share shows how much money a company can make for each share. A high EPS is a good indicator. Chocco’s EPS in 2020 is 1.44 which is higher than 2019 (1.22). This means the company performed better in 2020 than 2019
Net profit margin- It shows what percentage of net revenue has been generated as net profit. Normally 10-20% profit margin is considered good. The company’s net profit margin in both the years were 6% which is not satisfactory.
Asset Turnover Ratio- It shows how efficiently assets are used to generate income or sales. Normally a ratio more than 1 is considered good. The company’s asset turnover ratios in 2020 & 2019 were 0.68 & 0.64 respectively which means for every 1 pound worth of asset 0.67 & 0.64 pound worth of sales were generated which is not satisfactory.
Stock holding days- So it basically shows in how many days on average a company takes to turn its inventory into sales. Normally lower time means more efficiency. The company’s stock holding days were a bit more (79.88 days) in 2020 than in 2019 (77.69 days) which should have been less. 
Debtor’s collection period- It shows how many days a company takes to collect its money from its debtors. The faster they collect the better the longer they can use the money. Normally anything below 90 days is considered good as collection day. The company’s collection period in 2020 was 67.66 days which was less than 2019 (72.93 days) and also both the collection time is less than 90 days which is good. 


Current ratio- It basically shows the ability of a company to pay its short-term obligations with its current assets. Normally 2:1 is considered good which means for every 1 pound short term debt 2 pound asset is ready to be paid.  In 2020 current ratio is 0.92 which is higher than 2019 (0.77). This means for 1 pound short term debt 0.92 pound of current asset is ready which is not good enough. It should be more than 1.
Gearing ratio- Gearing ratio explains or demonstrates how much of company’s capital is funded by taking loan from third party vs equity. Gearing ratio around 25-50% is considered good.  more than 50% makes it highly risky and highly levered firm. Chocco plc have astonishingly high gear ratio in both 2020 & 219. They are 215% & 246% respectively which makes the firm highly levered. 
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