Question 1

Kedison PLC

a)     
Profit and loss statement for the year ended 31st December 2020

                                                                                                    £
Revenue                                                                               826 650
Cost of sales                                                                       (579 630)
Gross profit                                                                          247 020
Distribution costs                                                                (28 000)
Administrative expenses                                                    (38 000)
Operating profit                                                                   181 020
Income from investments                                                             0
Finance costs                                                                           (2000)
Profit before tax                                                                   179 020
Taxation                                                                                  (68 000)
Net profit  						     111 020


























Statement of financial position as at 31st December 2020


 Assets                                                          £                   £

Non-current                                                                                                                                                             
Plant  and equipment                              632 730

Current
Inventory                                                     329 620
Cash and bank                                               12 900
Debtors                                                         170 125    
                                                                                       512 645                
     Total assets                                                          1 145 375

Liabilities      
Current                                                        242 355
Non-current                                                100 000
     Total liabilities                                                         342 355        

Equity          
10% £1 preference shares                        300 000
£1 ordinary shares                                     310 000
Retained earnings                                      193 020  
    Total equity                                                               803 020
    Total liabilities and equity                                   1 145 375

                                                                                                                                                                                                                                               
 
b) The statement of financial position always balances because it reflects the basic accounting equation: Assets = Liabilities + Owners Equity.











My calculation:

· Cost of sales = 578 650 + 980 (goods sold on 31st December 2020);
· Administrative expenses = 30 000 + 5 000 (director remuneration) + 3 000 (salesmen comission) = 38 000;
· Inventory = 330 600 - 980 (goods sent on 31st December 2020);
· Current liabilities = 68 000 (tax) + 171 355 (creditors) + 3 000 (comission for salesmen);
· Retained earnings = 132 000 (profit at the beginning of the year) + 111 020 (net income) – 50 000 (dividends).



































Question 2

a)

	Ratio
	Working (2020)
	2020
	Working (2019)
	2019

	ROCE
	805/(9.736-2.511)×100%
	11.1%
	699/(10.087-3.046)×100%
	9.9%

	Return on equity
	(431/3.088)×100%
	13.95%
	(366/2.912)×100%
	12.56%

	EPS
	431/300
	£1.43
	366/300
	£1.22

	Net profit margin
	(805/6.738)×100%
	11.9%
	(699/6.441)×100%
	10.9%

	Asset turnover
	6.738/(9.736-2.511)
	0.93
	6.441/(10.087-3.046)
	0.91

	Stock holding period
	(708/3.235)×365
	80 days
	(659/3.096)×365
	78 days

	Debtors collection period
	(1.249/6.738)×365
	68 days
	(1.287/6.441)×365
	73 days

	Current ratio
	2.303/2.511
	0.91
	2.355/3.046
	0.77

	Gearing ratio
	4.137/(4.137+3.088)×100%
	57.26%
	4.129/(4.129+2.912)×100%
	58.6%

	Interest cover
	805/226
	3.6 times
	699/181
	3.9 times




b) 
· Sales have increased, which is a good sign for the company’s growing. ROCE figure doesn’t look bad. It has increased, as well, so the company is going into the right direction of using its capital to make profit. Anyway, an improvement of using assets to make more sales can be necessary;

· Current ratio figure seems to be alarming even in 2020, which means the company is not 100% ready to meet the short-term obligations;

· There is no need to invest a lot in equipment, taking into the consideration the company started to expand. Asset turnover ratio slighlty improved;

· Very good interest cover, even if decreasing a little bit. 
