





                                      


                                    Accounting Fundamentals
                                            Assignment- A1
                                      Galina Rais ID (2020307)



















[bookmark: _GoBack]




	Question no 1(a)



	Kedison PLC
	
	

	Statement of Financial Position
	
	

	As at December 31, 2020
	
	

	
	
	31-Dec-20

	
	
	---GBP---

	ASSETS
	
	

	Non-current assets 
	
	

	
	
	

	Equipment
	
	632,730

	
	
	

	Current assets 
	
	

	
	
	

	Trade debts                            (W-1)
	
	171,105

	Stock
	
	330,600

	Cash and bank balances
	
	12,900

	
	
	514,605

	
	
	

	
	
	1,147,335

	Equity and Liabilities
	
	

	
	
	

	Share capital
	
	310,000

	Preference Shares
	
	300,000

	Retained Profit                     (W-2)
	
	192,980

	
	
	802,980

	Current liabilities
	
	

	
	
	

	Trade Creditors
	
	171,355

	Commission Payables
	
	3,000

	Debentures
	
	100,000

	Interest Payable                  (W-3)
	
	2,000

	Provision for taxation
	
	68,000

	
	
	344,355

	Contingencies and commitments 
	
	

	
	
	1,147,335



Debenture is classified in current liabilities as i have assumed that it will be paid in next year


	Kedison PLC

	Statement of Profit or loss and Other Comprehensive Income

	For the year ended December 31, 2020

	
	
	
	
	12/31/2020

	
	
	
	
	------GBP-----

	Sales
	W-4
	
	
	           827,630 

	Cost of revenue
	
	
	
	          (578,650)

	Gross profit
	
	
	
	          248,980 

	
	
	
	
	 

	Administrative expenses
	W-5
	
	
	           (35,000)

	Selling & Distribution Cost
	
	
	
	           (31,000)

	
	
	
	
	          (66,000)

	Operating profit
	
	
	
	           182,980 

	
	
	
	
	

	Finance cost      
	(W-3)
	
	
	             (4,000)

	Profit before taxation
	
	
	
	           178,980 

	
	
	
	
	

	Taxation
	
	
	
	           (68,000)

	Net profit after taxation
	
	
	
	           110,980 

	
	
	
	
	

	Other comprehensive income for the year
	
	
	
	                     -    

	
	
	
	
	 

	Total comprehensive income for the year
	
	
	           110,980 



W-1  
	Trade Debts
	170,125

	Sales not recorded
	980

	
	
	171,105



W-2
	Retained Profits -Opening
	132,000

	Add : Profit 2020
	
	110,980

	Less : Dividend Paid (Ord.)
	(20,000)

	Less : Dividend Paid (Pref.)
	(30,000)

	
	
	
	192,980



W-3	Finance Cost (Debentures)
	Debentures
	100,000

	Interest @ 4%
	4,000

	Paid
	(2,000)

	Payable
	2,000



W-4	Sales
	Sales
	
	826,650

	Sales not recorded
	980

	
	
	827,630



W-5	Admin Expenses
	Administrative expenses
	(30,000)

	Directors Remuneration
	(5,000)

	Total
	(35,000)




Q1 (b)
1. For the balance sheet to balance, total assets should equal the total of liabilities and shareholders' equity. The main formula behind a balance sheet is:
Assets = Liabilities + Shareholders' Equity
Assets are what a company uses to operate its business, while its liabilities and equity are two sources that support these assets. Owners' equity, referred to as shareholders' equity is the amount of money initially invested into the company.
2. The major reason that a balance sheet balances is the accounting principle of double entry. This accounting system records all transactions in at least two different accounts, and therefore also acts as a check to make sure the entries are consistent.
	


	Q-2(a)

Ratios Calculation



	
	
	
	2020 (GBP)
	2019 (GBP)

	1. ROCE
	
	
	
	

	
	
	
	
	

	EBIT(W-1)
	A
	
	846
	720

	Capital Employed(W-1)
	B
	
	7,225
	7,041

	ROCE
	A/B
	%
	12%
	10%



	2. ROE(W-2)
	
	
	
	

	
	
	
	
	

	Net Income
	A
	
	431
	366

	Shareholders equity
	B
	
	3,088
	2,912

	ROE
	A/B
	%
	13.96%
	12.57%



	3.Earning Per Share
	
	
	
	

	
	
	
	
	

	PAT
	A
	
	431
	366

	Weighted Avg no. of Shares
	B
	
	6
	6

	EPS
	A/B
	%
	71.83
	61.00



	4. Net Profit Margin
	
	
	
	

	Net Income
	A
	
	431
	366

	Revenue
	B
	
	6,738
	6,441

	Net Profit Margin
	A/B
	%
	6.4%
	5.68%



	5. Asset Turnover ratio
	
	
	
	

	Net Sales
	A
	
	6,738
	6,441

	Total Assets
	B
	
	9,736
	10,087

	Asset Turnover ratio
	A/B
	%
	69%
	64%



	6.Stock Holding Days
	
	
	
	

	Inventory
	A
	
	708
	659

	Cost Of Sales
	B
	
	3,235
	3,096

	Stock Holding Days
	[A/B]*365
	Days
	80
	78




	7.Debtors Collection Period
	
	
	
	

	Debtors
	A
	
	                  1,249 
	                       1,287 

	Credit Sales
	B
	
	                  6,738 
	                       6,441 

	Debtors Collection Period
	[A/B]*365
	
	                68
	                     73 



	8. Current ratio
	
	
	
	

	Current Assets
	A
	
	                  2,303 
	                       2,355 

	Current Liabilities
	B
	
	                  2,511 
	                       3,046 

	Current ratio
	[A/B]
	
	0.92
	0.77



	9. Gearing Ratio
	
	
	
	

	Long term loan
	A
	                  4,137 
	                       4,129 

	Total Shareholders Equity
	
	B
	                  3,088 
	                       2,912 

	Gearing Ratio
	
	[A/B]
	134%
	142%



	10.Interest Coverage Ratio
	
	
	
	

	EBIT
	A
	
	846
	720

	Interest expense
	B
	
	226
	181

	
	[A/B]
	
	374%
	398%



	W-1

	EBIT
	
	2020
	2019

	
	Revenue
	6,738
	6,441

	
	Cost Of sales
	3,235
	3,096

	
	Gross Profit
	3,503
	3,345

	
	Distribution Cost
	(437)
	(422)

	
	Marketing & Selling
	(1,324)
	(1,274)

	
	Admin
	(937)
	(950)

	
	Operating Profit
	        805 
	        699 

	
	Profit on sale of fixed assets
	19
	(5)

	
	Investment Income
	22
	26

	
	EBIT
	846
	720



	
	
	2020
	2019

	Capital Employed
	Total Assets
	9,736
	10,087

	
	Less
	
	

	
	Current Liabilities
	2,511
	3,046

	
	Total
	7,225
	7,041



	W-2
	PAT
	431
	366

	
	Shareholders equity
	3,088
	2,912



Q-2(B)
	
	Ratios
	2020
	2019
	Comment
	Favourable/Unfavourable

	ROCE
	12%
	10%
	As compared to previous year, company ROCE has improved.
	Favourable

	ROE
	13.96%
	12.57%
	As compare to previous year,company ROE ratio have improved.
	Favourable

	Earning Per Share
	71.83
	61
	Company’s EPS has improved in 2020 as compared to 2019
	Favourable

	Net Profit Marging
	6.4%
	5.68%
	Profit margin has also increased in 2020. Lower than 10% is a not a healthy margin.
	Favorable

	Asset Turnover ratio
	69%
	64%
	As compare to previous year, ratio have improved.
	Favourable

	Stock Holding Days
	79.88
	77.69
	As compare to previous year, stock holding days have decreased. A good inventory turnover ratio is between 5 and 10.
	Unfavourable

	Debtors Collection Period
	33.73
	32.48
	Debtors collection period has not changed that much and a period of 35 days or less is considered as good.
	Favorable

	Current ratio
	0.92
	0.77
	As compare to previous year, company liquidity ratio is improving, but a good current ratio is between 1.2 to 2.
	Favourable

	Gearing Ratio
	134%
	142%
	A gearing ratio higher than 50% is considered highly geared. Gearing ratio has somehow decreased in 2020, but still very high.
	Very High

	Interest Coverage ratio
	374%
	398%
	A higher coverage ratio is better. Interest coverage ratio has decreased in 2020.
	Unfavourable



