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a) 
	ADJUSTMENT OF ENTRIES
	
	

	Accounting Titles:
	Debit
	Credit

	Tax Expenses
	£68,000
	

	Tax Payable
	
	£68,000

	Sales Commission
	£3000
	

	Commission Payable
	
	£3000

	Stock on 31st of December (2020)
	£980
	

	Cost of Sales
	
	£980



	

	
INCOME STATEMENT FOR THE YEAR ENDED 31st 2020
	
	
	

	
	Sales
	
	£       826,650
	

	
	Less: Cost of Goods Sold
	
	£      577,670
	

	
	Operating Expenses:
	
	£     248,980
	

	
	Administrative expenses
	£              30,000
	
	

	
	Director remuneration
	£                5,000
	
	

	
	Distribution Costs
	£              28,000
	
	

	
	Sales Commission
	£                3,000
	
	

	
	Total Operating Expenses
	
	£        66,000
	

	
	Earning Before Interest and taxes(EBIT)
	
	£       182,980
	

	
	Less: Interest paid
	
	£           2,000
	

	
	Earning Before taxes(EBT)
	
	£         180,980
	

	
	Less: Tax Expense
	                           -  
	£       68,000
	

	
	Net Income
	
	£        112,980
	

	
	
	
	
	



	STATEMENT OF RETAINED PROFIT AS AT 31ST 2020
	
	

	
	Retained Profit at 1st January,2020
	£            132,000

	
	Less: Ordinary dividend
	-£             20,000

	
	Less: Preference dividend
	-£             30,000

	
	Add: Net Income
	£            112,980

	
	Retained Profit at 31st Dec.,2020
	£            194,980

	
	
	

	
	BALANCE SHEET
	

	
	ASSETS:
	

	
	Cash and Bank
	£              12,900

	
	Debtors
	£            170,125

	
	Stock
	£            331,580

	
	Plant and Equipment
	£            632,730

	
	Total Assets
	£        1,147,335

	
	Liabilities and Equity
	

	
	Liabilities:
	

	
	Trade Creditors
	£            171,355

	
	Commission payable
	£                3,000

	
	Tax Payable
	£              68,000

	
	Debentures
	£            100,000

	
	Total Liabilities
	£            342,355

	
	Equity:
	

	
	Ordinary Share Capital
	£            310,000

	
	Preference Shares
	£            300,000

	
	Retained Profits
	£            194,980

	
	Total Equity
	               804,980

	
	Total Liabilities and Equity
	           1,147,335



b) 
The balance sheet record must be constantly adjusted. The name  depends on how the resources will approach the liabilities and the value of investors in a perfect case (Collis, Holt and Hussey, 2017).
The given asstes in the financial statements include what the organization owns or will receive later and which are quantifiable (Wild and Shaw, 2020). Liabilities are what an organization owes, for example, fees, liabilities, interest rates and liabilities. The investor value segment shows the retained earnings of the organization and the capital contributed by investors. In order to adjust the monetary record, all outgoing resources must be increased to the absolute value of liabilities and the value of investors.
The significant explanation that the asset statement adjusts is the two-section accounting standard. This accounting framework records all exchanges in something like two different records and is subsequently further checked as a check to ensure that the passages are stable (Wild and Shaw, 2020).
Assets are the first of three significant classifications in the financial statements. Current resources consider the value of any resources that can reasonably be hoped to be converted into money within a year and are used to subsidize ongoing tasks and pay for running costs (Drury, 2017). Non-current resources are withdrawn endeavors of an organization or any resources that are not called current. Both fixed resources, such as plants and facilities, and theoretical resources, similar to brands, fall within current resources.
The liabilities which are current and are included in the balance sheet are transitional liabilities that are expected within one year and include (Drury, 2017):
· Mandatory records are a transitional obligation to suppliers.
· The costs collected are costs that cannot be paid at present, but are still very likely to be paid.
Non-current liabilities are additionally recorded in the accounting report and saved for calculation of the full liabilities of the organization (Drury, 2017). Non-current expenses are long-term liabilities or commitments and, unlike current liabilities, the organization does not plan to repay its non-current ones within one year.
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a)
Return on Capital Employed (ROCE)
Formula = Earning before Interest and Tax/Capital Employed * 100
Earning before tax
	Particulars
	2020
	2019

	Profit before Taxation
	620
	539

	Add:- Interest Payable
	226
	181

	Earning before interest & Tax
	846
	720


Capital Employed
	Particulars
	2020
	2019

	Total Assets
	9,736
	10,087

	Less:- Current liabilities
	2,511
	3,046

	Capital Employed
	7,225
	7,041


Return on Capital Employed (ROCE):
	Particulars
	2020
	2019

	0Earning before interest & Tax (A)
	846
	720

	Capital Employed (B)
	7,225
	7,041

	Return on Capital Employed (A/B)*100
	11.709%
	10.226%



Return on Equity (ROE)
Formula = Net Income/Shareholder Equity
Net Income
	Particulars
	2020
	2019

	Net Income
	431
	366


Shareholder Equity
	Particulars
	2020
	2019

	Equity
	3,088
	2,912


ROE
	Particulars
	2020
	2019

	Net Income (A)
	431
	366

	Equity (B)
	3,088
	2,912

	ROE (A/B)*100
	13.957%
	12.569%



Earnings per share
Formula = Earnings attributable to equity shareholders/Total No. of Shares
Earnings attributable to equity shareholders
	Particulars
	2020
	2019

	Net Income
	431
	366


Total No. of Shares
	Particulars
	2020
	2019

	Ordinary Share Capital
	300
	300

	Price per share
	50p
	50p

	No. of Shares
	(300/.50) = 600
	(300/.50) = 600


Earning per Share
	Particulars
	2020
	2019

	Net Income (A)
	431
	366

	No. of Shares (B)
	600
	600

	Earning per share (A/B)
	0.7183
	0.61



Net Profit Margin
Formula = Net Profit/Revenue * 100
Net Profit
	Particulars
	2020
	2019

	Net Profit
	431
	366


Revenue
	Particulars
	2020
	2019

	Revenue
	6,738
	6,441


Net Profit Margin
	Particulars
	2020
	2019

	Net Profit (A)
	431
	366

	Revenue (B)
	6,738
	6,441

	Net Profit Margin (A/B)*100
	6.40%
	5.682%



Asset Turnover
Formula = Sales/Total Asset
Revenue
	Particulars
	2020
	2019

	Revenue
	6,738
	6,441


Total Assets
	Particulars
	2020
	2019

	Total Assets
	9,736
	10,087


Asset Turnover
	Particulars
	2020
	2019

	Revenue (A)
	6,738
	6,441

	Total Assets (B)
	9,736
	10,087

	Asset Turnover (A/B)
	0.692 times
	0.639 times




Stock Holding Days
Formula = Inventory/Cost of Sales * 365
Inventory
	Particulars
	2020
	2019

	Inventory
	708
	659


Cost of Sales
	Particulars
	2020
	2019

	Cost of Sales
	3,235
	3,096


Stock Holding Days
	Particulars
	2020
	2019

	Inventory (A)
	708
	659

	Cost of Sales (B)
	3,235
	3,096

	Stock Holding Days (A/B)*365
	79.88 or 80 days
	77.69 or 78 days



Debtors Collection Period
Formula = Trade Receivables/Credit Sales * 365
Trade Receivables
	Particulars
	2020
	2019

	Trade Receivables
	1,249
	1,287


Credit Sales
	Particulars
	2020
	2019

	Sales*
	6,738
	6,441


           (Credit Sales) 
Debtor Collection Period
	Particulars
	2020
	2019

	Trade Receivables (A)
	1,249
	1,287

	Sales (B)
	6,738
	6,441

	Debtor Collection Period (A/B)*365
	67.66 or 68 days
	72.93 or 73 days



Current Ratio
Formula = Current Assets/Current Liabilities
Current Assets
	Particulars
	2020
	2019

	Current Assets
	2,303
	2,355


Current Liabilities
	Particulars
	2020
	2019

	Current Liabilities
	2,511
	3,046


               
Current Ratio
	Particulars
	2020
	2019

	Current Assets (A)
	2,303
	2,355

	Current Liabilities (B)
	2,511
	3,046

	Current Ratio (A/B)
	0.917 times
	0.773 times



Gearing Ratio
Formula = Total Debt/Total Equity
Debt
	Particulars
	2020
	2019

	Debt
	4,137
	4,129


Equity
	Particulars
	2020
	2019

	Equity
	3,088
	2,912


               
Current Ratio
	Particulars
	2020
	2019

	Debt (A)
	4,137
	4,129

	Equity (B)
	3,088
	2,912

	Gearing Ratio (A/B)
	1.340 times
	1.418 times



Invertor Cover
Formula = Earning before Interest & Tax/Interest Expense
Earning before Interest & Tax
	Particulars
	2020
	2019

	Profit before Taxation
	620
	539

	Add:- Interest Payable
	226
	181

	Earning before interest & Tax
	846
	720


Interest Expense
	Particulars
	2020
	2019

	Interest Payable
	226
	181


Invertor Cover
	Particulars
	2020
	2019

	Earning before interest & Tax (A)
	846
	720

	Interest Payable (B)
	226
	181

	Invertor Cover (A/B)
	3.743 times
	3.978 times




b)
In the light of the above proportions and figures given in the budget reports, it can very well be concluded that the organization's exposure is expanding, unlike the previous year. It shows the model of expansion compared to the previous year.
The return on capital employed and the return on value have improved since last year. In addition, the net benefit also expanded in 2020 (e.g. 431), when contrasted with the net profit in 2019. Therefore, its share of net benefits increased by approximately 0.72%. In addition, the purchase of a share is further expanded. Due to such a growth model, the organization may announce a higher profit when contrasted with the previous year. This shows that Chocco plc is a developing element. Its market costs also increased in 2020.
The proportion of resource turnover shows a small change in the current year, despite the fact that it is a worthy change. In the past, the organization covered its receivables for 73 days, but now it simply requires 68 days to cover the receivables in real money. Despite the fact that it has improved since last year, but the organization needs more improvement in the collection of its receivables. The current part additionally has to work on extra. As it worked when contrasted with 2019, the element needs more advanced steps in this way. Interest costs for the substance have increased since last year. The proportion of equipment is adequate due to a separate expansion of the value of the element, but the proportion of inclusion of the premium is denied. This is due to the extended obligation in substance. In general, it can be very well reasoned that the financial improving of the organization was successful, unlike last year.
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