University of Wales Trinity Saint David, London Campus,
Term 2 Group 1 Level 4
Business and management
Mateva, Rositsa Marinova
(2022688)
Accounting Fundamentals
Assignment 1


	Q.1: Ans:
       a).
Kedison PLC
Profit & Loss Statement
	
	£
	£

	Sales Revenue (£826,650 + £980)
	
	827,630

	Cost of sales
	
	(578,650)

	Gross profit
	
	248,980

	Operating expenses
	
	

	Interest paid ( Finance cost )
	2 000
	

	Distribution cost
	28,000
	

	Administrative expenses
	30,000
	

	Sales Commission
	3 000
	

	Director’s remuneration
	5 000
	

	Preference dividend paid
	30,000
	

	Ordinary dividend paid
	20,000
	

	Prov. For corporate tax
	68,000
	( 186,000)

	Net Profit
	
	62, 980


For the year ended December 31, 2020







Kedison PLC
Statement of Financial Position
As on December 31, 2020
	
	£
	£

	ASSETS
	
	

	Non- Current Assets
	
	

	Plant and equipment                                                               
	
	632,730

	CURRENT ASSETS
	
	

	Debtors ( 170, 125 + 980)
	171, 105
	

	Stock
	330, 600
	

	Cash and bank
	12, 900
	514, 605

	TOTAL ASSETS
	
	1,147,335

	EQUITY AND LIABILITIES
	
	

	SHAREHOLDER’S FUND
	
	

	£1 ordinary shares
	
	310, 000

	10%, £1 preference shares
	
	300, 000

	Retained profits at 1st January 2020
	132, 000
	

	Add: Net Profit
	62, 980
	194, 980

	LONG-TERM LIABILITY
	
	

	4% debentures
	
	100,000

	CURRENT LIABILITIES
	
	

	Trade creditors
	
	171, 335

	Outstanding sales commission
	
	3 000

	Prov. For corporate tax
	
	68, 000

	TOTAL EQUITY AND LIABILITIES
	
	1, 147, 335



b).
The significant explanation that balances sheet balance is the accounting principle rule of twofold passage. This bookkeeping framework records all exchanges somewhere around two distinct records and consequently likewise goes about as a check to ensure the sections are reliable (Nguyen, 2021). Another reason to balance the balance sheet is to follow the accounting principles and making an accounting equation. 
Moreover, the whole accounting equation is based on the balance sheet components like Assets, liabilities, and equity (Averkamp, 2020).
Q.2: Ans:
a).

1: Return on Capital Employed (ROCE)
Formula
= Earnings before Interest and Tax/ Capital Employed *100
Capital Employed = Total Assets – Current Liabilities
2019
Capital employed = £10087- £3046 = £7041
= £720/ £7041
= 10.22%
2020
Capital employed = £9736 - £2511 = £7225
= £846/ £7225
= 11.70%

2: Return on Equity (ROE)
Formula
= Net income/ Shareholders equity
2019
= £366/ £2912
= 12.56%
2020
= £431/ £3088
= 13.95%


3: Earnings Per Share (EPS)
Formula
= Earnings attributable to equity shareholders/ Total No. of shares
Total no. of shares = 300/.50 = 600
2019
= 366/ 600
= 0.61
2020
= £431/ 600
= 0.71

4: Net Profit Margin
Formula
= Net Profit/ Revenue *100
2019
= £366/ £6441
= 5.68%
2020
= £431/ £6738
= 6.40%

5: Asset Turnover
Formula
= Sales/ Total Assets
2019
= £6441/ £10087
= 0.63 times
2020
= £6738/ £9736
= 0.69 times

6: Stock Holding Days
Formula
= Inventory/ Cost of sales *365
2019
= 659/ 3096 *365
= 78 days
2020
= £708/ £3235 *365
= 80 days

7: Debtors Collection Period
Formula
=Trade receivables/ Credit sales *365
2019
= 1287/ 6441 *365
= 73 days
2020
= 1249/ 6738 *365
= 68 days

8: Current Ratio
Formula
= Current Assets/ Current Liabilities
2019
= £2355/ £3046
= 0.77
2020
= £2303/ £2511
= 0.91 

9: Gearing Ratio
Formula
= Total Debt/ Total Equity
2019
= £4129/ £2912
= 1.41
2020
= £4137/ £3088
= 1.34 times

10: Interest Cover
Formula
= Earnings before Interest and Tax/ Interest Expense
2019
= 720/ 181
= 3.97
2020
= 846/226
= 3.74 times

b).
In light of the above proportions and figures given in the financial reports, it very well may be presumed that the company's presentation is being expanded when contrasted with the previous year. It shows the expanding pattern when contrasted with the earlier year.
Payback(return) on Capital Employed and Return on Equity proportion has been improved since last year. Additionally, the net benefit has likewise been expanded in 2020, for example, 431, when contrasted with a net benefit in 2019 (for example, 366). In this way, its net benefit proportion has been expanded around by 0.718%.
Further, procuring per share is likewise in expanding pattern. Because of such expanding pattern, an organisation can announce higher profit (255m) when contrasted with the earlier year (242m).
It shows that Chocco plc is a developing element. As a result, its market cost has additionally been expanded in the year 2020. However, the resources turnover proportion shows little change in the current year; it is an adequate change in any case.
In the past, the company used to cover its receivables in 73 days, yet presently it simply requires 68 days around to cover receivables in real money. So even though it has been improved since last year, yet organisation needs greater improvement in gathering its receivables.
Current proportion additionally needs to work on additional. Since it is worked on when contrasted with the year 2019, the element needs further development.
The interest cost of the substance has been expanded since the past year. The outfitting proportion is adequate because of separate expansion in the value of the element
However, the premium inclusion proportion has been declined.Moreover, this is because of expanded obligation in the element. Generally, it tends to be inferred that the organisation's monetary presentation has been worked on when contrasted with last year.
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