STUDENT NUMBER -2030400        ACCOUNTANCY FUNDAMENTALS ASSIGNMENT
QUESTION 1 – COMPANY ACCOUNTS

KEDISON PLC
Income statement for the year ended 31ST DECEMBER 2020

	
	£’000 

	Revenue(W1)
	827,630

	Cost of sales     
	        (578,650)

	Gross profit                                                                                                                                                                                                   
	248,980 

	Distribution costs(W2)
	(31,000)

	Administration expenses 
Directors remuneration
	 (30,000)
(5,000)

	Operating profit
	182,980 

	Interest payable/Finance cost
	   (2,000)

	Profit before taxation
	180,980 

	Taxation
	  (68,000)

	Profit for the year


Dividend paid
Profit Transferred to reserve
	   112,980 


50,000
62,980

	
	

	
	



Statement of Financial Position as at 31ST December 2020
	ASSETS

Non current assets

	£’000 
	£’000 

	Property, plant and equipment 
	632,730
	632,730 

	
	
	

	Current assets

	
	

	Inventory
	330,600 
	

	Trade and other receivables(W3)
	171,105 
	

	Cash at bank
	     12,900 
	514,605

	
	                 514,605

	

	TOTAL ASSETS



LIABILITIES

Current liabilities

	
	11,47,335

	Trade payables
	174,355 
	

	Short term borrowings
	·    
	

	Current tax payable 

Non current liabilities
	68,000 
242,355
	242,355

	
Long term borrowings
Long term provisions

EQUITY
	
100,000      
·  
	

100,000

	
	
	

	Share capital(W4)
	610,000
	

	Retained earnings(W5)
	194,980
	   804,980 

	
	804,980


	

	TOTAL EQUITY AND LIABILITIES 
	
	11,47,335

	
	
	





2.Due to the accounting double entry principle, the financial position statement  of Kedison PLC balances. This accounting systems records all transaction in two different accounts, which is why it acts as a checking instrument to make sure that the entries are consistent. The Assets side will  always be proved equal with liabilities and equities.







WORKINGS

W1-Revenue
826,650+980=827,630

W2-Distribution cost
28,000+3000=31,000

W3-Trade and other Receivables
170,125+980=171,105

W4-Share capital
310,000+300,000=610,000

W5-Retained earnings
132,000+62,980=194,980








QUESTION 2
Ratio Calculations for Choco plc
	No
	Particulars
	Formulas
	2020
	 
	2019
	 

	 
	 
	 
	 
	 
	 
	 

	1
	ROCE
	Profit before interest
	 £           620 
	6.37%
	 £              539 
	5.34%

	 
	 
	Assets Employed
	 £        9,736 
	 
	 £        10,087 
	 

	 
	 
	 
	 
	 
	 
	 

	2
	ROE
	Earnings
	 £           431 
	13.96%
	 £              366 
	12.57%

	 
	 
	Ordinary Shares & Reserves
	 £        3,088 
	 
	 £          2,912 
	 

	 
	 
	 
	 
	 
	 
	 

	3
	Earnings per share
	Earnings
	 £           431 
	 £       0.72 
	 £              366 
	0.61

	 
	 
	No of Ordinary Shares
	600
	 
	600
	 

	 
	 
	 
	 
	 
	 
	 

	4
	Net Profit Margin
	Net Profit
	 £           431 
	6.40%
	 £              366 
	5.68%

	 
	 
	Sales
	 £        6,738 
	 
	 £          6,441 
	 

	 
	 
	 
	 
	 
	 
	 

	5
	Asset Turnover
	Turnover
	 £        6,738 
	 £       0.69 
	 £          6,441 
	 £       0.64 

	 
	 
	Assets Employed
	 £        9,736 
	 
	 £        10,087 
	 

	 
	 
	 
	 
	 
	 
	 

	6
	Stock Holding Days
	Inventory 365
	 708x 365 
	80
	 659x 365 
	78

	 
	 
	Cost of Sales
	 £        3,235 
	Days
	 £          3,096 
	Days

	 
	 
	 
	 
	 
	 
	 

	7
	Debtors’ collection Period
	Trade Receivable 365
	 1249x365 
	68
	 1287x365 
	73

	 
	 
	Credit Sales
	 £        6,738 
	Days
	 £          6,441 
	Days

	 
	 
	 
	 
	 
	 
	 

	8
	Current Ratio
	Current Assets
	 £        2,303 
	          0.92 
	 £          2,355 
	          0.77 

	 
	 
	Current Liabilities
	 £        2,511 
	 
	 £          3,046 
	 

	 
	 
	 
	 
	 
	 
	 

	9
	Gearing Ratio
	Debt
	 £        4,137 
	57.26%
	 £          4,129 
	58.64%

	 
	 
	Debt+ Equity
	 4137+3088 
	 
	 4129+2912 
	 

	 
	 
	 
	 
	 
	 
	 

	10
	Interest Cover
	Profit before Interest
	 £           846 
	4
	 £              720 
	4

	 
	 
	Interest Charge
	 £           226 
	Times
	 £              181 
	Times

	 
	 
	 
	 
	 
	 
	 





2.
Comment:
Financial Performance 
The Financial Performance can be measured by using the return and Margin ratios. Chocco Plc has improved Return Ratio. Say Its ROCE is 6.37% in 2020 as compared to 5.34% in 2019 and ROE is 13.96% in 20 , as compared to 12.57% I 2019 shows there is increase in the return on the equity and Capital Employed. In additions to this, Its Net profit margin has been increased to 6.40% ( 5.68% in 2010) which shows increase of 12.56% as compared to previous year.  We can say that the company’s profitability has been improved and thereby return on assets.
Conclusion: the financial Performance(profitability/return) shows major improvement and company has performed well in the current year 2020 as compared to previous year 2019.












Financial Position
 The financial position can be measured by using the debt equity ratio, current ratios, its ability to pay off its near-term liabilities.
	Particulars
	2020
	2019
	Remarks

	Current Ratio
	          0.92 
	          0.77 
	it shows how quickly a company pays its current liabilities by using current Assets. There is an improvement of Current Ratios from 0.77 to 0.92

	Gearing Ratio
	57.26%
	58.64%
	it shows the portion of Debt on long term funds. Debt has been increased from 58.64% to 57.26%. Which is a good sign . However, it should be below 50% preferable.

	Debtors collection Period
	68 Days
	73  Days
	There is an improvement in Collection period which shows improvement in liquidity of the company





Conclusion: the financial position of the company Chocco PLC has  improved in the year 2020 as compared to the year before.

