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Question 1
(a) Income statement and Statement of financial position 
	Income statement

	Particular
	Amount

	Revenue
	   826,650.00 

	Cost of sales
	   578,650.00 

	Gross profit
	   248,980.00 

	Administrative expenses
	   (30,000.00)

	Director's Remuneration
	     (5,000.00)

	Distribution cost
	   (28,000.00)

	Commission
	     (3,000.00)

	PBIT
	   182,980.00 

	Interest paid
	     (2,000.00)

	Profit before tax
	   180,980.00 

	tax Expenses
	   (68,000.00)

	Net profit for current year
	   112,980.00 



	Statement of financial position

	 
	 
	 

	 
	 Amount
	Amount

	Non Current assets
	 
	 

	Plant and Equipment
	 
	       632,730.00 

	 
	 
	 

	Current Assets
	 
	 

	Debtors 
	   171,105.00 
	 

	cash and Bank
	     12,900.00 
	 

	Stock
	   330,600.00 
	       514,605.00 

	 
	 
	 

	Total  Assets
	 
	   1,147,335.00 

	 
	 
	 

	Current Liabilities
	 
	 

	Trade Creditors
	   171,355.00 
	 

	Outstanding commission
	       3,000.00 
	 

	Provision for corporate Tax
	     68,000.00 
	       242,355.00 

	 
	 
	 

	 
	 
	 

	Non Current Liabilities
	 
	 

	4% Debentures
	   100,000.00 
	       100,000.00 

	 
	 
	 

	Net Assets
	 
	       804,980.00 

	 
	 
	 

	Equity 
	 
	 

	ordinary shares
	   310,000.00 
	 

	Retained earnings
	   194,980.00 
	 

	Preference shares
	   300,000.00 
	 

	Total equity
	 
	       804,980.00 




(b) Balance of financial statement for Eccles Plc
The statement of financial position also known as balance sheet in the accounting terms. The statement is always balances because it has two equal effects of every transaction. The both sides of transitions have effect from each other. When a liability arises in the business, an asset will also increase in the given effect. The similar amount of transactions affects the both sides of balance sheet. Each transaction has impact to the other side, which becomes the reason of balancing financial statements in the balance sheet. 
For example, in the balance sheet, if asset is purchased in business, the other effect will also arise to balance both sides. If it is purchased on cash, then cash amount will decrease with the amount of such assets. If it is purchased on credit, then liability will arise with similar amount to give another impact on the balancing of statement of financial statements.      

Question 2
(a) Schedule of ratios
	Gross profit margin ratio (sales/total revenue)
	 £m
	 £m

	 
	2019
	2018

	Net Sales
	6738
	6441

	Gross Profit
	3503
	3345

	GP Margin
	        51.99 
	        51.93 

	 
	 
	 

	Net Profit Margin (Net profit / net sales)
	 
	 

	 
	 
	 

	Net Sales
	6738
	6441

	Net Profit
	431
	366

	Net Profit Margin
	          6.40 
	          5.68 

	 
	 
	 

	Operating Profit Margin (Operating profit / sales)
	 
	 

	 
	 
	 

	Operating Profit
	805
	699

	Net Sales
	6738
	6441

	Operating Profit Margin 
	        11.95 
	        10.85 

	 
	 
	 

	Return on equity ratio (net income/ shareholder's equity)
	 
	 

	 
	 
	 

	Net Income
	431
	366

	Shareholder's equity
	3088
	2912

	ROE
	         14%
	[bookmark: _GoBack]        13%

	 
	 
	 

	Return on asset Ratio (net income/ closing assets)
	 
	 

	 
	 
	 

	Net income
	431
	366

	Closing asset
	9736
	10087

	Return on asset Ratio (net income/ average assets)
	          0.04 
	          0.04 

	 
	 
	 

	Total Asset turnover ratio( Net Sales /  total assets)
	 
	 

	 
	 
	 

	Net Sales
	6738
	6441

	Closing asset
	9736
	10087

	Total Asset turnover ratio
	          0.69 
	          0.64 

	 
	 
	 

	 
	 
	 

	Fixed asset turnover ratio (Net Sales / fixed assets)
	 
	 

	 
	 
	 

	Net Sales
	6738
	6441

	Closing fixed assets
	7433
	7732

	Fixed asset turnover ratio (Net Sales / Average fixed assets)
	          0.91 
	          0.83 

	 
	 
	 

	 
	 
	 

	Inventory Turnover ratio ( COGS/ Average Invetory)
	 
	 

	 
	 
	 

	COGS
	3235
	3096

	Closing Inventory
	708
	659

	Inventory Turnover ratio ( COGS/ Average Invetory)
	          4.57 
	          4.70 

	 
	 
	 

	 
	 
	 

	Trade Receivable turnover ratio (Net Credit Sales/ receivables)
	 
	 

	 
	 
	 

	Net Sales
	6738
	6441

	Closing trade receivables
	2511
	3046

	Trade Receivable turnover ratio
	          2.68 
	          2.11 

	 
	 
	 

	 
	 
	 

	Age of trade receivable ratio (365/ account receivable turnover)
	 
	 

	 
	 
	 

	Trade receivable ratio
	          2.68 
	          2.11 

	Age of trade receivable ratio
	     136.02 
	     172.61 

	 
	 
	 

	Age of creditors ratio (365/payable turnover ratio)
	 
	 

	 
	 
	 

	Credit purchase
	3235
	3096

	Closing Payable
	583
	655

	Trade payable period (purchases / payable)
	          5.55 
	          4.73 

	Age of creditors ratio (365/payable turnover ratio)
	        65.78 
	        77.22 

	 
	 
	 

	 
	 
	 

	Current Ratio ( Current Assets / Current Liabilities)
	 
	 

	 
	 
	 

	Current Assets
	2303
	2355

	Current Liabilities
	2511
	3046

	Current Ratio
	          0.91
	          0.77 

	 
	 
	 

	 
	 
	 

	Quick Ratio ( Quick Assets/Current liabilities)
	 
	 

	 
	 
	 

	Current Assets
	2303
	2355

	Inventory
	708
	659

	Quick Assets (Current Assets - Inventory)
	1595
	1696

	Current Liabilities
	2511
	3046

	Quick Ratio ( Quick Assets/Current liabilities)
	          0.64 
	          0.56 

	 
	 
	 

	 
	 
	 

	Interest Coverage ratio( EBIT / Interest Exp)
	 
	 

	 
	 
	 

	EBIT
	846
	720

	Interest Expenses
	226
	181

	Interest Coverage ratio EBIT / Interest Exp)
	          3.74 
	          3.98 

	 
	 
	 

	Debt to Equity Ratio (Debt / Shareholder's equity)
	 
	 

	 
	 
	 

	Debt
	6648
	7195

	Equity
	3088
	2912

	Debt to Equity Ratio (Debt / Shareholder's equity)
	          2.15 
	          2.47 

	 
	 
	 

	 
	 
	 

	Proprietary ratio (Stakeholder's equity / Total Assets)*100
	 
	 

	 
	 
	 

	Equity
	3088
	2912

	Total asset
	9736
	10087

	Proprietary ratio (Stakeholder's equity / Total Assets)*100
	        31.72 
	        28.87 



(b) Comments on financial statements for Chocco Plc
The ratio analysis and financial statements of the business shows that the company does not have effective liquidity position to meet the obligations with short term in the business. The current and quick ratio are in increasing trend but they are lower than the good ratio. It indicate that the working capital of the business is very low which can be a great issue in effective performance of the business. 
The profitability position of the company is increasing with every year. The company is able to generate more profits in 2019 in comparison to 2018. It shows that the business expenditure are reducing or the sales level is increasing from past performance. It gives a positive impact on the performance ability of the company.
The efficiency of financial ratios presents that the company is making effective use of the resources of business. The efficiency has been increased in the business which presents that the company’s strategies are effective for earning business profits. It is effective for the investors to take the decisions of making investments in the business.    
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