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QUESTION # 01:-
PART A:
SOLUTION:-

                       STATEMENT OF FINANCIAL POSITION
	NON-CURRENT ASSETS:
	£
	£

	Plant and Equipment
	632,730
	

	CURRENT ASSETS:
	
	

	Receivables
	172105
	

	Cash and Bank
	12,900
	

	Inventories 
	329,620
	

	Total assets
	
	11,47,355

	EQUITY:
	
	

	£1 Ordinary Shares
	310,000
	

	10% £1 Preference Shares
	300,000
	

	Retained Earnings
	194980
	

	Total Equity
	
	901980

	NON-CURRENT LIABILITY
	
	

	Debentures
	100,000
	

	CURRENT LIABILITY
	
	

	Trade Creditors
	171,355
	

	Corporation Tax
	68,000
	

	Commission Payable
	3000
	

	Total Equity and Liability
	
	11,47,355



                                STATEMENT OF PROFIT AND LOSS

	
	£

	Sales Revenue
	830,730

	Cost of Sales
	(578,650)

	Gross Profit
	248980

	Admin Expenses
	(30000)

	Distribution Cost
	(28000)

	Commission expense 
	(3000)

	Operating Profit
	187980

	Interest Paid
	(5000)

	Dividend Paid 
	(20000)

	Prefrence Dividend Paid
	(30,000)

	Corporation tax
	(68,000)

	Directors Remuneration
	(5000)

	Net Profit
	59980








Part B:
Solution:-

The main reason that the balance of the balance is the principle of double accounting. This accounting system records all transactions on at least two separate accounts, so it also serves as a check to ensure that the entries are consistent. When you read your balance, it represents what belongs to you and is controlled by your business (Goods), what you owe (Debts) and the investment that the owner has given (Equity) from time to time. All items in the Cash Flow Statement need to have an impact on the Balance Sheet - in non-cash assets, liabilities or equity. If one or more of these transactions do not match or are missing between the cash flow statement and the Balance Sheet, the Balance Sheet will not balance.

Question # 2:-
Solution:-
Part A

Ratios 
	
	2020
	2019

	ROCE 
	805/7225*100=11.14%
	699/7041*100=9.92%

	ROE 
	431/3088*100=13.95
	366/2912*100=12.5%

	Earnings Per Share
	431/600=0.71
	366/600=0.61

	Net Profit Margin
	3503/6738*100=51.98%
	3345/6441*100=51.93%

	Asset Turnover
	431/9736=0.044
	366/10087=0.036

	Stock Holding Holidays
	708/3235*365=80 days
	659/3096*365=78 days

	Debtors Collection Period
	1249/6738*365=68 days
	1287/6441*365=73 days

	Current Ratio
	2303/2511=0.91
	2355/3046=0.77

	Gearing Ratio
	6648/3088=2.15
	7175/2912=2.46

	Investor Ratio
	255/0.71=359
	242/0.61=397



Part B:
 As per the Ratios Calculated the company is having Return of Capital employed 11.14% and 9.92 % , this means that the company is investing better project in 2020 as compared to 2019 , and also due to this the Return in equity is also increased in 2020 at 13.95% as compared to 12.5% in 2019. The EPS stands at 0.71 as compared to 0.61 in 2019. The company has focused in the profitability and its net profit Stands at 51.98% compared to 51.93% in 2019 that not so much difference. Assets Turnover also seems goof that stands at 0.044 compared to 0.036 , where as the stock holding period as increased slightly to 80 days as compared to 78 days in 2019. The Trade Receivable days also decreased to 68 days compared to 73 days, this shows a good sign as the company is focusing to improve its liquidity problems. The Gearing ratio is 2.15 compared to 2.46 in the years 2019.
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