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 Income statement
	In The Books of o Eccles plc for the year ended 31st December 2018

	
	

	Income Statement
	

	Particulars
	Amount 
	 
	

	sales :
	 £  826,650.00 
	 
	

	Add : Unrecorded 
	 £            980.00 
	 
	

	Total Sales
	 
	 £  827,630.00 
	

	Less: Cost of Sales
	 
	 £  578,650.00 
	

	gross Profit 
	 
	 £  248,980.00 
	

	Less: Operating expenses 
	 
	 
	

	Administrative Expenses 
	 £      30,000.00 
	 
	

	Directors Remuneration 
	 £        5,000.00 
	 
	

	Distribution cost 
	 £      28,000.00 
	 
	

	sales man commission 
	 £        3,000.00 
	 
	

	Total Operating cost 
	 
	 £      66,000.00 
	

	Operating Profit
	 
	 £  182,980.00 
	

	Less: Finance cost  ( Interest Exp.)
	 
	 £        2,000.00 
	

	Profit before tax
	 
	 £  180,980.00 
	

	Income tax Expenses
	 
	 £      68,000.00 
	

	net Profit after Tax
	 
	 £  112,980.00 
	



Statement of Financial position :
	In The Books of o Eccles plc for the year ended 31st December 2018

	
	

	Statement of Financial position 
	

	Assets 
	Amount
	Amount 
	

	Current assets 
	 
	 
	

	Cash
	 £                     12,900.00 
	 
	

	Stock 
	 £                  330,600.00 
	 
	

	Debtors
	 £                  171,105.00 
	 
	

	 
	 
	 
	

	 
	 
	 
	

	Total Current Assets 
	 
	 £    514,605.00 
	

	Non-Current assets 
	 
	 
	

	Plant and Equipment 
	 £                  632,730.00 
	 
	

	 
	 
	 
	

	 
	 
	 
	

	 
	 
	 
	

	Total non-current Assets 
	 
	 £    632,730.00 
	

	 
	 
	 
	

	Total Assets
	 
	 £  1147,335.00 
	

	Liabilities
	 
	 
	

	Current liabilities
	 
	 
	

	Creditors 
	 £                  171,355.00 
	 
	

	Salesman Commission payable 
	 £                        3,000.00 
	 
	

	Income Tax payable 
	 £                     68,000.00 
	 
	

	 
	 
	 
	

	Total Current liabilities
	 
	 £    242,355.00 
	

	Non-current Liabilities
	 
	 
	

	4% debenture 
	 £                  100,000.00 
	 
	

	 
	 
	 
	

	 
	 
	 
	

	 
	 
	 
	

	Total non-current liabilities
	 
	 £    100,000.00 
	

	Total Liabilities
	 
	 £    342,355.00 
	

	Shareholders fund
	 
	 
	

	Ordinary share 
	 £                  310,000.00 
	 
	

	10% preference share 
	 £                  300,000.00 
	 
	

	retained earnings 
	 £                  194,980.00 
	 
	

	 
	 
	 
	

	Total Shareholders fund
	 
	 £    804,980.00 
	

	Total of liability and shareholders Fund
	 
	 £  1147,335.00 
	



Workings  :
 Statement of retained Earnings  :
	Workings:  Retained Earning

	Opening retained earnings 
	 £  132,000.00 

	Add: current year profits
	 £  112,980.00 

	less: prep Dividend
	-£     20,000.00 

	Less: Equity Dividend 
	-£     30,000.00 

	 
	 

	Closing Retained Earnings 
	 £  194,980.00 



[bookmark: _Toc56195406] Part B :
 The statement of financial position is a summary of all assets and liabilities of a company. Based on the dual accounting approach, every accounting transaction will have a credit adjustment for every debit adjustments. A financial stamen prepared on the dual accounting always balance as for every asset debit or credit recording a supportive liability/ equity is either debited or credited. Thus the Financial statement always balances (Moschenskyy, 2017).
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[bookmark: _Toc56195408] Part A: Financial ratios 
	Profitability ratio

	
	
	
	

	Gross Profit ratio

	Particulars
	2019
	2018
	trend

	gross Profit
	3503
	3345
	15800%

	Revenue 
	6738
	6441
	29700%

	 
	 
	 
	0%

	Gross Profit ratio
	52%
	52%
	0%

	
	
	
	

	
	
	
	

	Net Profit ratio

	Particulars
	2019
	2018
	trend

	net Profit
	431
	366
	6500%

	Sales
	6738
	6441
	29700%

	 
	 
	 
	0%

	Net Profit ratio
	6%
	6%
	1%

	
	
	
	

	Operating profit ratio

	Particulars
	2019
	2018
	trend

	Operating profit
	805
	699
	10600%

	Revenue
	6738
	6441
	29700%

	 
	 
	 
	0%

	Operating profit ratio
	12%
	11%
	1%

	
	
	
	

	Return On Equity

	Particulars
	2019
	2018
	trend

	net profit
	431
	366
	6500%

	Equity share 
	3088
	2912
	17600%

	 
	 
	 
	0%

	Return On Equity
	0.139573
	0.125687
	1%

	
	
	
	

	liquidity ratio

	Current ratio

	Particulars
	2019
	2018
	trend

	Current Assets 
	2303
	2355
	-5200%

	Current Liabilities
	2511
	3046
	-53500%

	 
	 
	 
	0%

	Current ratio
	0.917164
	0.773145
	14%

	
	
	
	

	Quick ratio 

	Particulars
	2019
	2018
	trend

	Current assets
	2303
	2355
	-5200%

	Less: Inventory
	708
	659
	4900%

	Current liabilities
	1595
	1696
	-10100%

	Quick ratio 
	1.0000000
	1.0000000
	0%

	
	
	
	

	Debt to Equity ratio

	Particulars
	2019
	2018
	trend

	Total Debt 
	4137
	4129
	800%

	Total equity
	3088
	2912
	17600%

	 
	 
	 
	0%

	Debt to Equity ratio
	1.339702
	1.417926
	-8%

	
	
	
	

	Interest Coverage ratio

	Particulars
	2019
	2018
	trend

	Operating profit
	805
	699
	10600%

	Interest cost
	226
	181
	4500%

	 
	 
	 
	0%

	Interest Coverage ratio
	3.561947
	3.861878
	-30%

	
	
	
	

	Efficiency ratio

	debtors Turnover

	Particulars
	2019
	2018
	trend

	Sales
	6738
	6441
	29700%

	Average debtors
	1268
	1268
	0%

	 
	 
	 
	0%

	debtors Turnover
	5.31388
	5.079653
	23%

	
	
	
	

	Total asset turnover

	Particulars
	2019
	2018
	trend

	Revenue 
	6738
	6441
	29700%

	Total assets 
	9736
	10087
	-35100%

	 
	 
	 
	0%

	Total asset turnover
	0.692071
	0.638545
	5%



	Investors ratio

	
	
	
	

	earnings per share

	Particulars
	2019
	2018
	trend

	net profit
	431
	366
	18%

	Total number of share
	600
	600
	0%

	 
	 
	 
	 

	earnings per share
	0.718333
	0.61
	18%

	
	
	
	

	
	
	
	

	Dividend per share

	Particulars
	2019
	2018
	trend

	Dividend 
	255
	242
	5%

	Total number of share
	600
	600
	0%

	 
	 
	 
	 

	Dividend per share
	0.425
	0.403333
	5%

	
	
	
	

	Dividend payout ratio 

	Particulars
	2019
	2018
	trend

	 Dividend per share 
	0.425
	0.403333
	5%

	Earnings per share 
	0.718333
	0.61
	18%

	 
	 
	 
	 

	Dividend payout ratio 
	59%
	66%
	-11%

	
	
	
	

	Price to earnings ratio

	Particulars
	2019
	2018
	trend

	Price 
	5.12
	4
	28%

	EPS
	0.718333
	0.61
	18%

	 
	 
	 
	 

	Price to earnings ratio
	7.12761
	6.557377
	9%



[bookmark: _Toc56195409] Part B: Analysis 
Profitability 
The profitability ratios of the company depict the profitability of the company compared to various measures. These ratios are calculated to determine the Profit earning capacity of the company.  
Gross profit ratio:
 	The Gross Profit is the additional earning that the company earns more than is the cost of sales to cover up the additional cost and saving for its investors. In the given case, the gross profitability of the company amounts to 52% in both years. Thus the company has retained its gross profitability position over the year. In addition to that, the sales of the company have increased surprisingly (IP, 2020). 


Net profit ratio :
 The net profit ratio of the company depicts the net earning that a company has saved for its investor in the percentage of sales, the Net Profit of the company has remained same which shows standability in operations. 
Operating Profit:
 The operating profit ratio is the measure of operating Profit compared to sales. The operating Profit shows the earning capacity of a company before interest expenses or income.  Here the operating profitability of the company increased by %, which shows that it can reduce its operating cost as gross profitability remain unchanged.
Return on equity 
 The return on equity calculates the earnings available to the shareholder by comparing the net income by total equity holders’ fund.  The ROE of the company was 13% in 2018, which is increased to 14% in 2019. 
Based on the profitability ratios, it is identified that the overall profitability of the company is in a sayable position as most of them are similar to past results or increasing. Based on the profitability, the company is worth investing. 


Liquidity  
The liquidity position shows the ability of a company to repay the debt obligations. The liquidity ratios are presented as follows.


Current ratio:
The current ratio is calculated by comparing the current assets and current liabilities. The current ratio of the company was 0.77 in 2018, which is increased to 0.91. The increase in the current ratio by 19% is a good solvency aptitude. However, a current ratio of 2 is always desirable.
Quick ratio:
 The quick ratio measures the real-time solvency of a company. It is almost similar to the current ratio, but the inventory is not valued while calculating the current assets of the company. In the given case scenario, the quick ratio of the company was 0.56 in 2018 and increased by 14% in 2019 and amounting to be 0.65. Though it is not in an ideal position, compared to the current ratio it is favourable.
Debt to equity ratio 
 	The debt to equity ratio of the company shoes the capital structure of the company by comparing total debts with total liabilities. Current debt to equity ratio of the company is  1.34 in 2019, which was 1.41 in 2018. This signifies that the company's liquidity is getting better (Ramadhani and Pustikaningsih, 2017).
Interest coverage ratio:
 The interest coverage ratio of the company shows the ability to pay interest in times. In the given case the interest cost of the company is increased by 25%, which is resulted in a decrease in the time's interest earned from 3.86 times in 2018 to 356 in 2019. 




Efficiency ratio:
The Efficiency Ratio of the company shows its operational capacity. 
Debtors turnover:
The debtors turn over ratio shows the required time for a company to covert is credit sales into cash. A higher debtor’s turnover will result in high sales and low working capital requirements. In 2018 the debtor’s turnover of the company was 5.079, which is increased to 5.31 times in 2019. 
Total assets turnover:
 	The total assets turnover ratio of the company measures the utilisation of the resources to earn the revenue. In the given case, the total assets of the company are decreased by 3% and the revenue increased by 5%, which has resulted to an increase the total assets turnover by 8% (Amalya, 2018).

Investors ratio 
The investor's ratios calculate various financial comparability's of a company which are described here under 
Earning per share 
The EPS shows the earning capacity of an individual stock, which is calculated by comparing the net income by the total number of shares issued and subscribed. In the given case the EPS of the company is increased by a massive 18% as it was increased from £ 0.61 to £0.71 in 2019. Thus the investors earning is increased (Öztürk and Karabulut,, 2018).


Dividend per share:
The dividends are the portion of profits that a shareholder realised in actual. The dividend per share can be calculated by comparing the total dividend paid during a year, with the total number of shares issued. In the given case, the DPS is increased by 5% between 2018 and 2019 (Dewi and Solihin, 2020).
Dividend payout ratio 
The dividend payout ratio is an important measure that the shareholders computed to ascertain the Profit that it receives in the way of divided. The company retains a portion of Profit because it wants to increase its reserve for capital use. Here the Dividend payout ratio of the company is decreased from 66% in 2018 to 56% in 2019. This shows that the company wants to retain a higher position of profits.
Price to earnings ratio:
 	The price to earnings ratio shows how much an investor is required to pay to earn the EPS of the company. This is calculated by comparing the EPS with the market price of the share. In the given case, the P/E of the company is increased from 6.55 Times to 7.12 times in 2019 (Kusmayadi, Rahman and Abdullah, 2018). 
Recommendation:
 Based on the above-calculated ratios it is ascertained that the financial position of the Chocco PLC is in a commendable position to invest in. It might have some solvency deficiencies, the profitability and other efficient and their positive results is overpowering them.
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