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  Q1     INCOME STATEMENT FOR THE YEAR ENDED 31/12/2020 FOR KEDISON PLC
      
Revenue(w1)                                                                               £1.001.755
Cost of sales(w2)                                                                            £578.650
Gross profit(w3)                                                                              £423.105
Other income(w4)                                                                          £280.000
Distribution cost(w5)                                                                       £31.000
Administration expenses(w6)                                                   £1.191.685
Operating profit                                                                              £423.105
Finance cost(w7)                                                                                £2.000
Profit before tax                                                                             £132.000
Taxation                                                                                             £68.000
Profit for the period(w8)                                                                 £64.00












W1:Revenue:£826.650+4%debentures £10.000+(good value sent to customers on the 31st December)£980+(debtors)£170.125=£826.650+£4.000+£980+£170.125=£1.001.755
W2:Cost of sales:£578.650
W3:gross profit: Revenue-Cost of sales=£1.001.755-£578.650=£423.105
W4:other income:(ordinary shares)£310.000 +(10%preference shares)£300.000=£310.000+£30.000=£280.000
W5:distribution cost:(distribution cost)£28.000+(salesman)£3.000=£31.000
W6:administration expenses: (plant and equipment)£632.730+(stock at 31st December 2020)£330.600+(trade creditors)£171.355+(ordinary dividend paid)£20.000+(preference dividend paid)£30.000+(administrative expenses)£2.000+(directors remuneration)£5.000=£1.191.685
W7:finance cost: (interest paid)£2.000
W8:profit for the period:(profit before tax)£132.000-(taxation)£68.000=£64.000


Statement of Fianancial Position as at 31st December 2020
Non-current assets
Intangible assets
Property, plant and equipment
Investments
Current assets
Inventatory
Trade receivables
Investments
Cash
Total assets
Curent liability
Trade payables
Other creditors
Non-current liabilities
Loans and othes borrowings
Total liabilities
Equity
Share capital share premium
Retained earnings
Total equity






W1:intangible assets-
W2:property,plant,equipment-632,730+






















b)Why does the statement of financial position balance?
The statement of finanacial position balance because of the accounting ecuation which is A=L+C. Where A=Assets, L=Liabilities and C=Capital.




















Q2,a)
	RATIO
	Woking(2019)
	Working(2020)
	2019
	2020

	ROCE
	730/7041x100
	846/7225x100
	10,3%
	11,7%

	ROE
	366/3645x100
	431/3803x100
	10%
	11,3%

	Earning per share
	366/300
	431/300
	£1,2 per share
	£1,4 per share

	Net profit margin
	699/6441x100
	805/6738x100
	10,8%
	11,9%

	Assets turnover
	6441/7041
	6738/7225
	0,91
	0,93

	Stock holding period
	2355/3096x365
days
	2303/3235x365days
	278 days
	260 days

	Debtors collection period
	1287/6441x365 days
	1249/6738x365 days
	73 days
	68 days

	Current ratio
	2355/3046
	2303/2511
	0,77
	0,91

	Gearing ratio
	1083/3995x100
	1834/4922x100
	27,1%
	37,2%

	Interest cover
	730/181
	846/226
	4 
	3,8 










Workings:
ROCE:Profit before interest/Assets employes x100%=operating profit+profit/loss on sale of fixed assets+investment income/assets employed TA-CL
2019:699+5+26/10.087-3.046 x 100=730/7.041x100=10,3%
2020:805+19+22/9.736-2.511x100=846/7.225x100=11,7%
ROE: Earning/Ordinary shares +reserves x 100%
2019:366/300+3.345 x100=366/3.645x100=10%
2020:431/300+3.503x100=431/3.803x100=11,3%
Earning per share:Earnings/Number ordinary share
2019:366/300=£1,2 per share
2020:431/300=£1,4 per share
Net profit margin:Net profit/sales x100%
2019:699/6.441x100=10.8%
2020:805/6.738x100=11,9%
Assets turnover:Revenue(QxSP)/Assets employed(TA-CL)
2019:6.441/10.087-3.046=6.441/7.041=0.91
2020:6.738/9.736-2.511=6.738/7.225=0.93
Stock holding period:Inventory/cost of sales x365 days
2019:2.355/3.096x365 days=277.6 days=278 days
2020:2.303/3.235 x365 days=259.8 days=260 days
Debtors collection period:Trade receivables/credit sales x365 days
I have assumed that all sales has been made on credit.
2019:1.287/6.441x365 days=72.9 days=73 days
2020:1.249/6.738x365days=67.6 days=68 days
Current ratio:Current assets/Current liabilities
2019:2.355/3.046=0.77
2020:2.303/2.511=0.91
Gearing ratio:Debt/Debt+equity x100%
Debt=non-current liabilities-current liabilities
2019:4.129-3.046/4.129-3.046+2.912x100=1.083/3.995x100=27.1%
2020:4.137-2.303/4.137-2.303+3088x100=1.834/4.922x100=37.3%
Interest cover:Profit before interest/interest
2019:699+5+26/181=730/181=4 
2020:805+19+22/226=846/226=3.74=3.8













b)ROCE has improved in 2020 due to interest cover.
ROE growth in 2020, indicates how well a company’s management deploys shareholder capital.
Earning per share indicate a better value in 2020 because investors will pay more for the company’s shares if they think the company has higher profits relative to it’s share price.
Company increase their profit net margin in 2020 by increasing revenues,such as through selling more goods or services or by increasing prices.
Due to increasing revenue, Assets turnover in 2020 has increased.
The stock holding in 2020 has a decrease which means that Chocco PLC dosen’t convert their stock into cash as quickly as in 2019.
Also the Debtors collection period decrease,could be a tighter credit policy.
In 2020 Current ration increase which make Chocco PLC able to pay their obligation.
Gearing ratio increase in 2020,a reason could be a higher amounts of debt compared to shareholder’s equity.
A lower Interest cover in 2020 can means that the Chocco PLC is more vulnerable to increases in interest rates.






           
