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Question 1
Kedison PLC  profit and loss statement and statement of financial position for the year ended 31’st Dec. 2020.
 Income statement for the period ending on 31.12.2020


Net sales                      826,650
cost of  sales                578,650
Gross profit                 248,000


Operating expenses: Administrative expenses       30.000
                                 Interest paid                             2000
                                 Directors remuneration            5000
                                 Distribution costs                   28000
Corporation Tax                                                    65000 /         retained prof               132000
 NET Profit for the year                                                                                                116000

Appropriation of Net Profit 
 
Ordinary divided paid                                 20,000
Preference divided paid                              30,000                                                       50,000
NET profit after appropriation                                                                                     66,000


Statement of financial position

Assets
Current Assets:   Cash and bank                            12,900
                            Debtors                                      170,125 
                            Inventory(stock)                        330.600
Total current assets                                                513,625
 
Fixed Assets:   Plant and equipment                     632,730
Total fixed assets                                                  632,730

TOTAL ASSETS                                                 1,146,355


EQUITY & LIABILITIES
Current Liabilities:   Creditors                          171,355
                                  Corporation tax                 65,000
                                 Salesman commissions        3,000
TOTAL current liabilities                                 239,355
NON Current Liabilities
4% Debentures                                           100,000
TOTAL non current Liabilities                  100,000

Owner’s Equity:      1Pounds ordinary shares                              310,000
                                 10% 1Pounds preference share                   300,000
                                  Retained profits at 1st January 2020           132,000
 TOTAL  Equity                                                                            742,000
 

Total equity and liabilities                                                         1,081,355

Salesman commission would become part of distribution costs.
It’s assumed that goods are sent to customers after sales only and also not recorded for inventory purpose
Sales and debtor would increase 
 
Sales                                             826,650
+Goods sent to customers                     980
Net sales                                      827,630

Debtors                                       170,125
+Goods sent to customers                    980
Net sales                                      171,105


Closing stock and cost of goods sold increase

Stock at 31 December 2020                 330,600
- Goods sent to customers                           980
Final closing stock                               329,620


Cost of sales                                     578,650
+Goods sent to customers                        980
Net cost of goods sold                      579,630


Closing retained earnings: opening retained earnings          132,000
                                           +current year profit                       66,000
Closing retained earnings                                                        198,000


b) The statement of financial position is known aswell with name of balance sheet and this name shows one of the major characteristics of balance sheet i.e the character of having equality of assets value with a total of equity and liabilities of the business. The money raised through the means of liabilities and equity is used to possess any of the assets. The reason behind is the balancing character of the balance sheet is the  accounting system in every business worldwide which says that every  business transaction would impact at least two accounting and every transaction need to be recorded in at least two accounts. The accounting in two  or more accounts  would be done with equal impact on the credit and debit side of an account which ultimately results in equalisation on both sides of the balance sheet i.e. assets and liabilities side. If both the sides are not matching then it means that there might be some mistake at least in the recording of one or more accounting transactions.

Question 2
 
Chocco PLC chocolate and confectionery manufacturer
Financial year 2020
ROCE                                                                                        EBIT/Capital Employed
EBIT = operating profit  805
          + sales of fixed assets 19
          + investment income   22                                                        846
Capital employed                                                                Total assets-Current liabilities
                                                                                                        7225
           ROCE                                                                                   0.11709343

            ROE                                                                          Net income / Shareholder equity

Net income                                                                    431
Shareholder equity                                                        3088
ROE                                                                               0.13957254  

Earnings per share                                            Income available to stakeholders/shares 

Net income                                                        431
Dividend                                                            255
income available to stakeholders                       176

shares                                                                 600
EPS                                                                     0.293333333

Net profit margin                                                Net profit /Total  revenue

Net profit                                                              431
Total revenue                                                        6738

Net profit margin                                               0.06396557

Asset turnover                                                  Net sales/Average total assets

Net sales                                                                6738
Average total assets                                               9911.5
Asset turnover                                                       0.67981637

Stock holding days                                               Inventory/Cost of goods sold *365

Inventory                                                                  708
COGS                                                                       3235
Stock holding Days                                                  79.88253478
Debtors collection period                                      Debtors/sales turnover*365

Debtors                                                                  1249
Sales turnover                                                        6738

Debtors collection Period                                      67.65880083

Current ratio                                                          Current assets/Current liabilities

Current assets                                                        2303
Current liabilities                                                   2511

Current ratio                                                           0.917164476

Gearing ratio                                                          Total Debt/Total equity

Total debt                                                               4137
Total equity                                                            3088

Gearing ratio                                                             1.339702073


Interest Coverage ratio                                         EBIT/ Interest expense

EBIT                                                                      846
Interest expense                                                     226

Interest coverage ratio                                           3.743362832



FINANCIAL year 2019


ROCE                                                              EBIT/Capital employed

EBIT                                                                 720
Capital employed                                   Total assets-Current liabilities  7041

ROCE                                                              0.1022582

ROE                                                            Net income/Shareholders equity

Net income                                                    366
Shareholders equity                                       2912

ROE                                                              0.12568681

Earnings per share                                    Income available to stakeholders/shares

Net income                                                              366
cumulative dividend                                                 242
income avail.to stakeholders                                    124

Shares                                                                       600

EPS                                                                            0.206666667

Net profit margin                                              Net profit/Total revenu

Net profit                                                                366
Total revenue                                                          6441

Net profit margin                                                    5.682347462


Asset Turnover                                                       Net sales/Average Total Assets

Net sales/revenue                                                     6441
Average total assets                                                 10087

Average turnover                                                      0.638544661

Stock holding days                                                     Inventory/Cost of goods*365

Inventory                                                                   659
COGS                                                                         3096

Stock holding days                                                       77.93199814

Current ratio                                                              Current Assets/Current liabilities

Current assets                                                               2355
Current Liabilities                                                         3046

Current ratio                                                                0.773145108


Gearing ratio                                                                  Total debt/ Total equity

Total debt                                                                        4129
Total equity                                                                     2912

Gearing ratio                                                                   1.417925824


Interest Coverage ratio                                                  EBIT/Interest expense

EBIT                                                                           720
Interest expense                                                          181
Interest coverage ratio                                            3.977900552


From the overall computations made for the CHOCCO PLC it can be noted that the company is operating at a viable and on an effective financial position. The company has performed better financial performance in the year 2020 as compared to 2019.
The profitability of the company is also increased as noted from the computation of the net profit margin and also the gearing position of the company has also improved. The shareholders  are offered with the higher earnings per share. The company increased the its recurring liability. The growth  of sales is noted and similarly the expenses in the regards of the increased sales of Chocco PLC.
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