


Question 1
a) preparation of profit and loss statement for the period of 31st of December 2022 the payment which was due on the following 28th of February 2021.
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b) Explanation of the balance which is observed in the statement of financial position for companies when preparing accounting documentation:
The biggest and foremost major reason for the balance which is observed in a financial position for organisations is the principle of double entry in accounting (Collis, Holt and Hussey, 2017). The system of accounting records all sorts of transactions that the company has into different accounts in the very least. This is to ensure that all transactions and entries are checked and always consistent. Balance sheets are another example of the application of the double entry accounting principle, and hence that is how it has also received its name (Diamond, Hansen and Murphy, 1994). The balance sheet will have what the business organisation owns and what it may receive in the future with measurements set in place. This is where liabilities are what is owed by the company and will include other aspects such as shareholder equity.

Question 2
a) calculations of ratio for establishing of a national well-being or issues present in the company Chocco plc. 
The confectionery manufacturer has presented its profit and loss statement for the year ending on 31st of December for 2019 in 2020. Ratios are calculated for both years and compared to see whether or not the financial performance of the organisation has improved or vice versa from 2019 to 2020. 
1. ROCE = (earnings before interest and tax divided by capital employed) x100
	2020
	(620+226)/(9736-2511)*100
	11.709%

	2019
	(539+181)/(10087-3046)*100
	10.206%



2. ROE = net income divided by shareholder equity
	2020
	(431/3088)*100
	13.957%

	2019
	(366/2912)*100
	12.569



3. Earning per share = attributable earnings to equity shareholders divided by total number of shares.
	2020
	(431/[300/0.5])
	0.7183

	2019
	(366/[300/0.5])
	0.61



4. Net profit margin = (net profit divided by revenue) x100
	2020
	(431/6738)*100
	6.40%

	2019
	(366/6441)*100
	5.682%



5. Assets turnover = sales divided by total assets 
	2020
	(6738/9736)
	0.692

	2019
	(6441/10087)
	0.639



6. Holding days for stock = (inventory divided by cost of sales) x365
	2020
	(708/3235)* 365
	80 days

	2019
	(659/3096)* 365
	78 days



7. Collection period for debtors = (trade receivables divided by credit sales) x365
	2020
	(1249/6738)*365
	68 days

	2019
	(1287/6441)*365
	73 days



8. Current ratio = current assets divided by current liabilities 
	2020
	(2303/2511)
	0.917

	2019
	(2355/3046)
	0.773



9. Gearing ratio = total debt of the company divided by total equity 
	2020
	(4137/3088)
	1.34

	2019
	(4129/2912)
	1.418



10. Invertor cover = earnings before interest and tax divided by interest expense 
	2020
	(846/226)
	3.743

	2019
	(720/181)
	3.978


 
b) in accordance to the financial statements and the ratios which have been calculated, a commentary has been provided below for the financial performance and the position of the organisation Chocco plc:
There is an observed improvement in both of the ratios ROCE as well as ROE. This is an indicator of larger profits acquired by the company which can also be reinvested back into the business organisation (Písař, 2019).
There is also an observed increase in the net profit ratio from 2019 to 2020 with the implication that the organisation is able to cover its cost effectively (Písař, 2019). Earnings per share have increased in a similar fashion whereby the company has had some profitable investments between the two years. 
The asset turnover ratio has shown that there is a slight change which is relatively acceptable, but the company may need to revise the way in which it is collecting its receivables and this needs to be improved so it doesn’t have any other changes in the upcoming years. 
The current ratio will also need to be revised once again and improved further since there is an increase in the interest expense that the company has to cover due(Riyanti, 2020). The equity gearing is acceptable, and it has increased as well and it may need to be improved for upcoming years. 
Generally speaking, the business organisation has improved its financial performance, but it may need to revise and revisit as its turnover ratio, current ratio and gearing ratio.
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