[image: image1.emf]
Accounting Fundamentals 

(LCBB4001)

 - Assessment 1

Name: Diyana Shapshalova
Student Number: 1907713
Lecture’s name: Dr. Widin Bongasu Sha’ven

Module Title: Accounting Fundamentals

Question 1a   Eccles Plc.

INCOME STATEMENT FOR THE YEAR ENDED 31st December 2019
	
	£

	Revenue (W1)
	827,630

	Cost of sales
	 (578,650) 

	Gross profit
	248,980

	Distribution costs (W2)
	(31,000)

	Administration expenses (W3)
	(35,000)

	Operating profit
	182,980

	Finance costs (W4)
	(4,000)

	Profit before tax
	178,980

	Taxation
	(68,000)

	Profit for the period
	 110,980

	
	


STATEMENT OF FINANCIAL POSITION AS AT 31st December 2019
	
	£
	£

	ASSETS
	
	

	Non current assets
	
	

	Property, plant & equipment
	
	632,730

	Intangible assets
	 X 
	

	
	
	632,730

	Current assets
	
	

	Inventories
	330,600
	

	Trade and other receivables (W5)
	171,105
	

	Cash and cash equivalents
	 12,900
	

	
	
	 514,605

	Total assets
	
	 1,147,335

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade and other payables
	171,355
	

	Accruals (W6)
	5,000
	

	Current tax payable
	 68,000
	

	
	
	(244,355)

	Non-current liabilities
	
	

	
	
	

	4% debentures
	 100,000
	

	
	
	 100,000

	Total liabilities
	
	 344,355

	
	
	

	Net assets
	
	 802,980

	
	
	

	EQUITY
	
	

	Ordinary share capital
	
	310,000

	Preference shares
	
	300,000

	Retained earnings (W7)
	
	 192,980

	Total equity
	
	 802,980

	
	
	

	Workings

W1: Revenue = £827,630
Revenue = sales + sold goods

826,650 + 980 = 827,630
	
	


W2: Distribution costs = £31,000

Distribution costs = distribution costs + salesmen commission

28,000 + 3,000 = 31,000

W3: Administration expenses = £35,000
Administration expenses = administrative expenses + director remuneration 
30,000 + 5,000 = 35,000

W4: Finance costs = £4,000
Finance costs = 4% debentures x 100,000 

100,000 x 4% = 4,000
W5: Trade and other receivables = £171,105

Trade and other receivables = debtors + other receivables

170,125 + 980 = 171,105

W6: Accruals = £5,000
Accruals = unpaid interest (A1) + salesmen commission
A1: Unpaid interest = £2,000

Unpaid interest = finance costs – paid interest 

4,000 – 2,000 = 2000

Accruals = 2,000 + 3,000 = 5,000

W7: Retained earnings = £192,980
Retained earnings = retained profits (at 1st January 2018) + profit for the year – dividends (A2)
A2: Dividends = £50,000
Dividends = ordinary dividend paid + preference dividend paid

20,000 + 30,000 = 50,000

Retained earnings = 132,000 + 110,980 – 50,000 = 192,980

Question 1b
The balance sheet shows us the financial condition of the company at a certain point. It consists of two sides an asset and a liability. The assets reflect everything that the company owns real, financial and liquid assets. Liabilities, in turn, show the origin of capital, which is divided into three main groups of equity, medium-term and long-term debt and short-term receivables.

Whether the balance sheet is presented in expanded or synthesized form, there is equality between assets and liabilities. It should be borne in mind that fixed assets / YES / are financed with long-term capital, ie. it is necessary to observe the principle of minimum financial balance of the company.

Question 2a

	particulars
	Formula
	2019
	2018

	Current Ratio
	Total current assets / Total current liabilities
	2,303/2,511=
	2,355/3,046=

	 
	
	0.92
	0.77

	 
	
	 
	 

	 
	 
	 
	 

	Earnings per share
	Earnings/ Number of ordinary shares
	431/150x100=

	366/150x100=



	 
	
	2.90p
	2.40p

	 
	 
	 
	 

	 
	 
	 
	 

	Stock Holding Period
	Inventory / Cost of sales x 365
	708/3,235 x365
	659/3,096 x365


	 
	
	 
	 

	 
	
	80 days
	78 days

	 
	 
	 
	 

	Gross Profit Margin
	Gross profit / Sales x100%
	3,503/6,738 x100%
	3,345/6,441 x100%

	 
	
	 51,99%
	 51,93%

	Аssest turnover
	Turnover/Assets employment 
	6738/ (4137+3088)
	6441/ (4129+2912)

	 
	 
	
	

	 
	 
	0.93
	0.91

	 
	 
	 
	 

	Net profit margin
	Net profit/Sales x 100%
	805/ 6738 x100%
	699/6441x100%

	 
	 
	= 12%
	= 11%

	 
	 
	 
	 

	 
	 
	 
	 


	Return on Equity
	Net Profit / Equity x100%
	= 431 / 3088
	= 366 / 2912

	 
	 
	x100%
	X100%

	 
	 
	14%
	13%

	 
	 
	 
	 

	 
	 
	 
	 

	Debtors Collection Period
	Trade receivables / Credit sales x 365
	1,249/6,441 x365
	1,287/6,441 x365

	 
	
	
	

	 
	
	71 days
	73 days

	 
	 
	
	 

	Creditors Payment Period
	Trade payables / Credit purchases x365
	583/3,235 x365
	655/3,096 x365

	 
	 
	
	

	 
	 
	66days
	78 days

	 
	 
	 
	 


