	Profit and Loss

	January - December (2020)

	
	

	
	Total

	Income
	

	Sales
	 £                                    826,650.00 

	Sales payable in February
	 £                                           980.00 

	   Income Source 3
	 £                                                   -   

	   Income Source 4
	 £                                                   -   

	   Total Gross Income
	 £                                    827,630.00 

	   Uncategorized Income
	 £                                                   -   

	Total Income
	 £                                    827,630.00 

	Cost of Goods Sold
	

	Costs of sales
	 £                                    578,650.00 

	   Cost 2
	 £                                                   -   

	Total Cost of Goods Sold
	 £                                    578,650.00 

	Gross Profit
	 £                                    248,980.00 

	Expenses
	

	Ordinary dividend paid
	 £                                      20,000.00 

	Preference dividend paid
	 £                                      30,000.00 

	Administrative expenses
	 £                                      30,000.00 

	Interest paid
	 £                                                   -   

	
	 £                                                   -   

	Distribution costs
	 £                                      28,000.00 

	Salesman commission
	 £                                        3,000.00 

	Corporate tax
	 £                                                   -   

	   Payroll Expenses
	 £                                                   -   

	      Corporate FICA
	 £                                                   -   

	      Corporate FUTA
	 £                                                   -   

	      Corporate Medicare
	 £                                                   -   

	      IDES Unemployment
	 £                                                   -   

	      Payroll Processing 
	 £                                                   -   

	   Total Payroll Expenses
	 £                                                   -   

	   Rent Expense
	 £                                                   -   

	   Repairs and Maintenance
	 £                                                   -   

	   Telephone Expense
	 £                                                   -   

	   Utilities
	 £                                                   -   

	   Wages & Salaries
	 £                                                   -   

	Directors renumeration
	 £                                        5,000.00 

	      Officer's Salaries
	 £                                                   -   

	   Total Wages & Salaries
	 £                                        5,000.00 

	Interest Expense
	 £                                                   -   

	Total Expenses
	 £                                    116,000.00 

	Net Operating Income
	 £                                    132,980.00 

	Net Income
	 £                                    132,980.00 



	Kedison PLC
	Balance Sheet

	
	

	 
	 
	 

	Assets
	
	

	Current assets:
	2020
	2021

	Cash
	                    12,900.00 
	                                   -   

	Investments
	                                   -   
	                                   -   

	Inventories
	                 330,600.00 
	                                   -   

	Accounts receivable
	                 170,125.00 
	                                   -   

	Pre-paid expenses
	                                   -   
	                                   -   

	Other
	                         980.00 
	                                   -   

	Total current assets
	                 514,605.00 
	                                   -   

	
	
	

	Fixed assets:
	2020
	Current Year

	Property and equipment
	                 632,730.00 
	                                   -   

	Leasehold improvements
	                                   -   
	                                   -   

	Equity and other investments
	                                   -   
	                                   -   

	Less accumulated depreciation
	                                   -   
	                                   -   

	Total fixed assets
	                 632,730.00 
	                                   -   

	
	
	

	Other assets:
	Previous Year
	Current Year

	Goodwill
	                                   -   
	                                   -   

	Total other assets
	                                   -   
	                                   -   

	
	
	

	Total assets
	    1,147,335.00 
	                        -   

	 
	 
	 

	Liabilities and owner's equity
	
	

	Current liabilities:
	2020
	Current Year

	Accounts payable
	                      3,000.00 
	                                   -   

	Ordinary shares
	                 310,000.00 
	                                   -   

	Preference shares
	                 300,000.00 
	                                   -   

	Income taxes payable
	                    68,000.00 
	                                   -   

	Ordinary divident paid
	                    20,000.00 
	                                   -   

	Trade creditors
	                 171,355.00 
	                                   -   

	Total current liabilities
	                 872,355.00 
	                                   -   

	
	
	

	Long-term liabilities:
	Previous Year
	Current Year

	Debentures
	                 100,000.00 
	                                   -   

	Total long-term liabilities
	                 100,000.00 
	                                   -   

	
	
	

	Owner's equity:
	Previous Year
	Current Year

	Investment capital
	                 174,980.00 
	                                   -   

	Accumulated retained earnings
	                                   -   
	                                   -   

	Total owner's equity
	                 174,980.00 
	                                   -   

	
	
	

	Total liabilities and owner's equity
	    1,147,335.00 
	                        -   

	
	
	

	
	
	

	Balance
	                        -   
	                        -   



The statement of the financial position always balances because balance sheet balances is the accounting principle that involves double entry. In other words, the accounting system tend to record all the performed transactions in two different accounts. As a result, this process acts as a check to ensure that the entries entered the system are consistent. 

Question 2
a.
1.ROCE (Return on capital employed)
ROCE=EBIT/Capital Employed
EBIT=846
Capital Employed=Total assets –Current liabilities
2020
9736-2511=7225
846/7225=0.12
12%
2019.
10087-3046
7,041
EBIT=720
720/7041=0.10
10%
2.ROE (Return on Equity)
ROE=Net Income/Average Shareholder’s Equity
2020
Net Income=431
Average shareholder equity=3088/50=61.76
431/61.76
=6.98
2019
Net Income=366
Average shareholder equity=2912/50=58.24
366/58.24
6.28

3.Earnings Per share
2020
EPS=Net Income-Preferred Dividends/Weighted Average Common shares
=431-255/50
=176/50
=3.52
2019
EPS=Net Income-Preferred Dividends/Weighted Average Common shares
=366-242/50
=124/50
=2.48
4.Net Profit Margins
2020
=Net profit/Sales
431/6738
=0.064
=6.4%
2019
=Net profit/Sales
366/6441
=0.057
=5.7%
5.Asset Turnover
2020
=Net sales/Average total assets
431/3088
0.14
14%
2019
366/2912
0.13
13%
6.Stock Holding days
2020
Inventory/Cost of sales x 365days
708/3235x365
=80days
2019
659/3096x365
=78days.
7.Debtors Collection period
=Trade Receivables/Credit sales x 365days
2020
1249/6738 x 365days
68 days
2019
1287/6441 x 365days
73 days.
8.Current Ratio
=Current assets/Current liabilities
2020
2303/2511
0.92
2019
2355/3046
0.77
9.Gearing ratio
=Total Debt/Total Assets
2020
4137/7433
0.56
2019
4129/7732
0.53
10.Invertor cover
Distribution costs/Cost of sales
2020
437/3235
0.135
2019
422/3096
0.136

Question 2(b)
Based on the above financial ratios for Chocco PLC for 2019 and 2020 performance, we can confidently conclude that there was a significant improvement on company performance in the year 2020.This has been seen in every aspect of ratio performance indicators and therefore the company is in the right direction as far as its business is concerned.

