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Question 1/Answers:

1. The statement of financial position shows how much cash has come into and left the business during the accounting period and the resulting balance at the end of the period.
The balance sheet, also known as the statement of financial position, is a crucial financial document that provides an accurate snapshot of a company's financial health at a specific point in time. This statement details the company's assets, equity, and liabilities, offering valuable insights into its financial status. By examining the balance sheet, one can gain a comprehensive understanding of the company's inventory, debts, and capital ownership, which is essential for making informed business decisions. Additionally, the balance sheet indirectly reflects the account balances at the end of a given period and highlights the inflow and outflow of cash during that period. Overall, the balance sheet is a vital financial tool that enables investors, creditors, and management to evaluate a company's financial position and performance.

2. The non-current assets are things that cannot be moved.
A non-current asset, or long-term asset, is defined as an asset that is normally held by a company or entity for more than a year. Among these assets are real estate, plant and equipment, including machinery, intangible assets, and long-term investments. Non-current assets are not put on sale in the routine business of an organisation as these assets are needed for the company's smooth functionalities. Nevertheless, not all non-current assets are moveable in nature. For example, land and buildings and other moveable assets such as machinery or vehicles may be among them, but they are still considered non-current assets because of their long-term nature.

3.	Managers should only supply financial information to companies' “current” shareholders.
In today's business environment, managers are tasked with an ethical responsibility to provide all necessary and pertinent monetary information to a variety of stakeholders. This includes current shareholders, potential investors, lenders, regulatory institutions, and other interested parties. Financial statements serve as a vital measure of an enterprise's financial position and operating success. Therefore, stakeholders who closely scrutinise financial information can make well-informed judgments and decisions regarding the management team. By providing financial information, an organization can promote transparency, trust, and confidence among a more extensive range of stakeholders. This not only enhances the company's reputation but also reinforces the integrity of its operations.

4.	No need to include prepayments and accruals on the statement of financial position.
In the world of accounting, prepayments and accruals are two essential concepts that play a crucial role in the financial documentation and statement of financial position of a company. Prepayments are payments that a company makes in advance for goods or services that it will receive or use at a future date. For instance, a company may pay rent for a property in advance. On the other hand, accruals are expenses that a company has incurred but has not yet paid for. For example, a company may have received a service but has not yet received an invoice.                                                                               It is essential to include both prepayments and accruals in the statement of financial position to ensure that the assets and liabilities of the company are accurately represented. This faithful representation of the company's financial status is crucial for stakeholders such as investors, creditors, and management to make informed decisions. By including prepayments and accruals, the statement of financial position provides a more comprehensive financial picture of the company, which is helpful in assessing its overall financial health.

5.	No need for regulation over financial accounts.
Financial accounting and reporting are subject to regulatory oversight, which is responsible for quality assurance and audits that aim to ensure accuracy, transparency, and accountability. These regulatory bodies establish uniform standards for financial reporting, regulate investors' rights, maintain market quality, and ensure fair competition. Regulatory oversight is instrumental in increasing the reliability of financial information, reducing the risk of fraud and misconduct, and establishing stability and confidence in the market. Therefore, it is imperative that regulatory bodies maintain vigilance and adhere to best practices to ensure that market participants can rely on financial information to make informed decisions.

6.	It is important to balance ledger (T) accounts and trial balance before preparing financial statements.
Ledger accounts consolidation and developing trial balance are critical elements of the accounting process when it comes to bearing down on financial statements preparation. The essence of balancing ledgers is making sure that the sum of all debts is equivalent to the breakout of all credits in each account and all destructs of transactions. Trial balance is the accounting summary of all ledger account balances used to highlight eventual mistakes and to identify them before the unofficial registration of the financial statements. The different activities have an important role to play as they support the integrity of financial information and its accuracy for reporting and decision-making purposes.












Question 2/Answers:

1.	Straight line depreciation= Asset cost – salvage value/ Useful life
Depreciation = 650000/10 = 65 000 

2.	Administration expenses + 10000

3.	Taxation +15000 

4.	Adm. Expenses –+ 2000)

5.	Sales (+1000)
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Question 3/Answers:

ROCE= (Profit before interest / Assets employed) x 100
Profit before interest = Net profit + Interest + Taxes     
Profit before interest (2022) = 431 + 226 + 189 = 846  
Profit before interest (2021) = 366 + 181 +173 = 720
Assets employed (2022) = 9736 – 2511 = 7225
Assets employed (2021) = 10087 – 3046 = 7041
ROCE (2022)= (846/7225) * 100 = 11.70%
ROCE (2021)= (720/7041) * 100 = 10.22%

ROE= (Earnings / Equity) x 100
ROE (2022) = (431/3088) * 100 = 13.95%
ROE (2021) = (366/2912) * 100 = 12.56%

Earnings per share=Earnings / Number of ordinary shares
Earnings per share (2022) =431/300 = 1.43
Earnings per share (2021) = 366/300 = 1.22

Net profit margin= (Net profit / Revenue) x 100
Net profit margin (2022) = (431/6738) * 100 = 6.39%
Net profit margin (2021) = (366/6441) * 100 = 5.68%

Asset turnover=Revenue / Assets employed
Asset turnover (2022) = 6738/7225 = 0.93
Asset turnover (2021) = 6441/7041 = 0.91

Stockholding days= (Inventory / Cost of sales) x 365
Stockholding days (2022) = (708/3235) * 365 = 79.88 days
Stockholding days (2021) = (659/3096) * 365 = 77.69 days


Debtors collection period= (Trade receivable / Revenue) x 365
Debtors collection period (2022) = (1249/6738) * 365 = 67.65 almost 68 days
Debtors collection period (2021) = (1287/6441) * 365 = 72.93 almost 73 days

Current ratio=Current assets / Current liabilities
Current ratio (2022) = 2303/2511 = 0.91
Current ratio (2021) = 2355/3046 = 0.77

Gearing ratio= (Debt / Debt + Equity) x 100
Gearing ratio (2022) = [4137/(4137+3088)] * 100 = (4137/7225) * 100 = 57.25%
Gearing ratio (2021) = [4129/(4129+2912)] * 100 = (4129/7041) * 100 = 58.64%

Interest cover =Profit before interest / Interest
Interest cover (2022) = 846/226 = 3.74
Interest cover (2021) = 720/181 = 3.97  
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Sales (revenue)    900,000  

Equipment at  cost    650,000  

Equipment accumulated  depreciation    130,000  

4%  Debentures  100,000  

Cost of  sales    578,650  

Administrative  expenses  160,000  

Interest  paid     (Financial cost)   2,000  

Director’s  remuneration    5,000  

Distribution  costs    28,000  

   

Sales (revenue   (+1000)  90 1 ,000  

Cost of  sales  (+65000)  ( 643,650 )  

Gross profit  257,350  

Distribution  costs   (+2000)  (30 ,000 )  

Administrative  expenses   (+10000)  (17 0,000 )  

Director’s  remuneration  ( 5,000 )  

PBIT (operating profit)  62,350  

Interest  paid  ( 2,000 )  

Profit before tax  60,350  

Corporation tax (+15000)  ( 15,000)  

Profit after tax  45,350  

 


