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[bookmark: _86fdxod4cxyn][bookmark: _Toc60744501][bookmark: _Toc60745459]Question 1
[bookmark: _dz30x34nolhp][bookmark: _Toc60744502][bookmark: _Toc60745460]a) Preparation of the income statement and statement of financial position
Financial information is precious for the investors and management of business organizations as it helps them in making effective decisions associated with the company. The financial statement contains a bundle of financial information in an organized manner; thus, it has a huge value for the managers and shareholders. Eccles Plc has provided a trial balance of the 31st December 2018 along with several related financial information about the company for the financial year 2019. Based on the consideration of such information, income statement and balance sheet statement have been prepared. 
[bookmark: _wjm5l4m8zvy6][bookmark: _Toc60744503][bookmark: _Toc60745461]i) Income statement
	Eccles plc

	Income statement

	for the year ended 31st December 2019

	
	£

	Sales
	826,650

	Less: Cost of sales
	578,650

	Gross profit
	248,000

	Less: Operating expenses
	

	Distribution costs [W2]
	25,000

	Directors remuneration
	5,000

	Administrative expenses
	30,000

	Operating profit
	188,000

	Interest paid
	2,000

	Profit/(loss) before taxation
	186,000

	Taxation
	68,000

	Profit for the year
	118,000


Table 1: Income statement of Eccles plc
(Source: Created by the learner)
Analysis 
The income statement of Eccles plc is indicating such expenses and revenue generated in the financial year 2019. The company has accumulated a total sales of £826,650 where the total cost of sales is £578,650. Gross profit is determined by deducting the cost of sales from the total sales; therefore, the total gross profit of the Eccles plc in 2019 is £248,000. As per the view of Easton et al. (2018), cost of sales consists of all direct expenses which have appeared in the business for the production. Apart from that, there exist several indirect and financial expenses that are required to be adjusted from the income of the business. 
Operating expenses in Eccles Plc is required to be explained in this part of the assignment, and the company has several operational expenses in the financial year 2019, such as distribution cost. It has been assumed here that the distribution cost of Eccles plc includes commission expenses. Based on the consideration of the additional information provided in the case study, there is £3,000 prepaid commission expense which has been deducted from the distribution cost of the organization. Apart from that, the directors' remuneration expense of £5,000 is included in the total operating expense of Eccles Plc. The company has administrative expenses of £30,000 during the financial year 2019. As cited by Lessambo (2018), operating income is determined after the deduction of operating expenses from the gross profit. 
Based on table 1, it is visible that the total operating expense of Eccles plc in the financial year 2019 is £60,000. Operating profit of the company has been £188,000 after deduction of operating expense from the gross profit of the organization. As per the view of Mackay (2017), taxation is a financial expense which is deducted in the income statement in order to get the net profit of the organization. Taxation for the financial year 2019 is £68,000; therefore, the net profit of the year is £118,000. 
[bookmark: _ia3mi6unf4tm][bookmark: _Toc60744504][bookmark: _Toc60745462]ii) Statement of financial position
	Eccles plc

	Statement of financial position

	for the year ended 31st December 2019

	Non- Current assets
	£

	Property and equipment
	632,730

	Total Non- Current assets
	632,730

	
	

	Current assets
	

	Inventory (31st December 2018)
	330,600

	Trade Debtors [W3]
	169,145

	Prepaid commission expenses
	3,000

	Cash and Bank [W3]
	13,880

	Total Current assets
	516,625

	
	

	Total assets
	1,149,355

	Current liabilities
	

	Trade creditors
	171,355

	Provision for taxation
	68,000

	Total Current liabilities
	239,355

	
	

	Noncurrent liabilities
	

	4% Debentures
	100,000

	Total Noncurrent liabilities
	100,000

	
	

	Total Liability
	339,355

	Net assets
	810,000

	Equity
	

	Ordinary share capital (£1 shares)
	310,000

	10% preference shares (£1 shares)
	300,000

	Retained profits 31st December 2018 [W1]
	200,000

	Total Equity
	810,000


Table 2: Statement of financial position of Eccles plc
(Source: Created by the learner)
	Eccles plc

	Notes of accounts

	Workings 1: Retained Earnings

	Retained profits 1st January 2018
	132,000

	Add: Profit for the year
	118,000

	Less: Ordinary dividend paid
	20,000

	Less: Preference dividend paid
	30,000

	Retained profits 31st December 2018
	200,000

	
	

	Workings 2: Adjustment of distribution cost

	Distribution costs
	28,000

	Less: Prepaid commission expenses
	3,000

	
	25,000

	
	

	Workings 3: Adjustment on credit sales

	Cash and Bank
	12,900

	Add: Credit Sales
	980

	
	13,880

	
	

	Trade Debtors
	170,125

	Less: Credit Sales
	980

	
	169,145


Table 3: Notes of accounts
(Source: Created by the learner)
Analysis 
Balance sheet statement represents the financial position of Eccles Plc based on the information provided in the trial balance of the company. As per the view of Kawatu et al. (2019), financial position statement includes two main parts, such as liabilities and assets. Therefore, the total assets of Eccles plc are £1,149,355 for the year 2019, where the current asset is £516,625, and the non-current asset is £632,730. Current assets indicate such assets which can be liquefied within the 12 months. As per the view of Singh (2017), non-current assets are such assets which have a high business maturity period. 
Properties and equipment are considered as non-current assets as this asserts are fixed assets, and it takes time to convert into liquid cash. Based on table 2, there are several non-current assets in the financial position statement, such as closing inventory. The amount of closing inventory is £330,600 while the balance of trade debtors is £169,145. It has been mentioned in the additional information that the credit sales will be repaid on 28th February 2019. Therefore, the collected amount of credit sales have been deducted from the trade receivables and cash balance has been increased. As per the view of Singh (2017), the prepaid commission expense is required to be posted in the current assets as it is effective for one year. Cash and bank balance after adding credit sales is £13,880; thus, the total current assets are the sum of all these assets. 
The total liability of Eccles plc includes current assets including trade creditors and provision for taxation. As per the view of Osadchy et al. (2018), current liabilities are repayable within one year while the non-current liabilities are required to be paid after one year. Total trade creditors of Eccles plc is £171,355, and provision for taxation is £68,000. Apart from that, there exists a 4% debenture £100,000, which makes total liability of £339,355.
Equity of Eccles plc consists of ordinary share capital, 10% preference share and retained earnings. Total ordinary share of Eccles Plc is £310,000 while the 10% preference share capital is £300,000. The calculation of retained earnings has been made in the working 1, based on the calculation it is visible that the retained earnings at the end of December 2019 are £200,000. As per the view of Maynard (2017), net assets are determined by deducting total liabilities from the total assets. Therefore, the total equity of the company is £810,000 and the net assets of Eccles Plc £810,000. It can be started from the outcome of the financial position of Eccles plc is good, and the company can expand its business by the issue of equity share capital. Apart from that, the net profit of Eccles Plc has been transferred from the income statement to the retained earnings.
[bookmark: _mbyushhx6b14][bookmark: _Toc60744505][bookmark: _Toc60745463]b) Explanation on the statement of financial position balances
The assets in the balance sheets include the total resources owned or will be received by a company. On the other hand, liabilities refers to the elements that are owned by the business, for example, payables, taxes, debt and salaries. The major reason behind the balance of assets and liabilities in the balance sheet is the accounting principle of the debit entry. According to Mackay (2017), the accounting system of a company is liable for recording all transactions for more than two different accounts. 
It further helps to check the consistency of entries that have been made in the system. As per Joshua (2020), a balance sheet is developed based on three components, namely assets, liabilities and owner's equity. Owner's equity plays an important role in balancing the balance sheet. The owner's equity helped to understand the real worth of a company. The equation of Owner's Equity = Assets - Liabilities demonstrates the total amount of owner's equity. For example, when a company has the assets of 1,149,355 GBP, the owner's equity and liability are required to add up to 1,149,355 GBP to make the balance.
[bookmark: _78f5o25hobq3][bookmark: _Toc60744506][bookmark: _Toc60745464]Discussion on accounting regulations
The accounting regulations in the United Kingdom consists of standards, legal framework, licence and education. As mentioned by Yasodha et al. (2019), a legal framework is essential for developing the accounting regulation is crucial for determining the categories of entities that are available for the law. The accounting standard in the United Kingdom is issued by the Accounting Standard Board. All the accounting standards that are developed in the UK are known as Financial Reporting Standards. In the financial position statement, FRSs are initially developed as Exposure Draft for the consultations, which are known as Financial Reporting Exposure Draft. The accounting standard is important for measuring the performance of the management of a particular company. It is further crucial for measuring the ability of management to increase the profitability of the business. Moreover, it is important for managing the insolvency and other financial duties of the management of the business.
[bookmark: _Toc60744507][bookmark: _Toc60745465]Question 2
[bookmark: _jr1lt5tm9mdw][bookmark: _Toc60744508][bookmark: _Toc60745466]a) Schedule of ratios for Chocco plc
[bookmark: _grymbh5p2tlg][bookmark: _Toc60744509][bookmark: _Toc60745467]i) Liquidity ratios
	Liquidity ratios 
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Current ratio =
	Current assets 
	
	2,303
	
	2,355

	
	Current liabilities
	
	2,511
	
	3,046

	 
	
	
	
	
	 

	 
	
	=
	           0.92 
	=
	           0.77 

	 
	
	
	
	
	 

	Quick ratio =
	Current assets - Inventory 
	
	1,595
	
	1,696

	
	Current liabilities
	
	2,511
	
	3,046

	 
	
	
	
	
	 

	 
	
	=
	           0.64 
	=
	           0.56 

	 
	
	
	
	
	 

	Cash ratio =
	Total cash and cash equivalent
	
	201
	
	177

	
	Current liabilities
	
	2,511
	
	3,046

	 
	
	
	
	
	 

	 
	
	=
	           0.08 
	=
	           0.06 

	 
	 
	 
	 
	 
	 


Table 4: Schedule of Liquidity ratios
(Source: Created by the Learner)
Analysis 
Liquidity ratio schedule has been prepared for enlightening the solvency condition of Chocco plc. As cited by Li and Wang (2017), current ratio, quick ratio and cash ratio are the three commonly used liquidity ratios. Based on the schedule (table 4), the current ratio of Chocco plc is 0.92:1 in 2019, and it is 0.77:1 for the financial year 2018. 
Quick ratios have been prepared with the current assets, excluding inventory as the quick ratio considers assets which require less time for cash conversion. According to Akbulut (2017), inventory requires a high cash conversion period. Result of the quick ratio of Chocco plc is 0.64:1 and 0.56:1 for the financial year 2019 and 2018. Cash availability conditions in the business have been analysed with the help of cash ratio. The outcome of this ratio is 0.08:1 and 0.06:1 for the respective two years. 
[bookmark: _9iv03vc3fx0z][bookmark: _Toc60744510][bookmark: _Toc60745468]ii) Profitability ratios
	Profitability ratios 
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Operating profit ratio =
	Operating profit x 100
	
	805
	
	699

	
	Sales 
	
	6,738
	
	6,441

	 
	
	
	
	
	 

	 
	
	=
	11.95%
	=
	10.85%

	 
	
	
	
	
	 

	Assets turnover ratio =
	Sales 
	
	6,738
	
	6,441

	
	Total assets 
	
	9,736
	
	10,087

	 
	
	
	
	
	 

	 
	
	=
	           0.69 
	=
	           0.64 

	 
	
	
	
	
	 

	Net profit ratio =
	Profit for the year x 100
	
	431
	
	366

	
	Sales 
	
	6,738
	
	6,441

	 
	
	
	
	
	 

	 
	
	=
	6.40%
	=
	5.68%

	 
	
	
	
	
	 

	Return on equity =
	Profit for the year x 100
	
	431
	
	366

	
	Equity 
	
	3,088
	
	2,912

	 
	
	
	
	
	 

	 
	
	=
	13.96%
	=
	12.57%

	 
	 
	 
	 
	 
	 


Table 5: Schedule of Profitability ratios
(Source: Created by the Learner)
Analysis 
Profit earning capability of Chocco plc has been represented throughout the schedule of profitability ratio (table 5). As per the view of Daruty (2019), profitability performance of a company from a different perspective can be analysed with the help of different profitability ratio. Operating profit margin of the company in the financial year 2018 was 10.85% that has increased to 11.95% in 2019. Moreover, good progress has been identified in the result of the net profit margin as it had reached 6.40% from 5.68% in 2019. 
The profitability condition of Chocco plc has been analysed with the financial position statement. Based on the calculation in Table 5, the return on assets is the comparison of total sales with the total assets available in the financial position statement. Chocco plc has obtained 0.69:1 of assets turnover ratio is 2019, and in 2018 it was 0.64:1. According to Keter (2018), return on equity (ROE) of Chocco plc is based on interpretation of net income and equity of the company. The company has made 13.96% ROE in 2019 and 12.57% ROE in 2018 (case study). 
[bookmark: _6ljuqqw2wuc2][bookmark: _Toc60744511][bookmark: _Toc60745469]iii) Efficiency ratios
	Efficiency ratios
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Inventory turnover period =
	Inventory x 365
	=
	708
	
	659

	
	Credit Sales
	
	6,738
	
	6,441

	 
	
	
	
	
	 

	 
	
	=
	              38 
	=
	              37 

	 
	
	
	
	
	 

	Receivable collection period =
	Trade receivables x 365
	=
	1,249
	
	1,287

	
	Credit Sales
	
	6,738
	
	6,441

	 
	
	
	
	
	 

	 
	
	=
	              68 
	=
	              73 

	 
	
	
	
	
	 

	Payables' Settlement period =
	Trade payables x 365
	=
	583
	
	655

	
	Credit Purchase 
	
	3,235
	
	3,096

	 
	
	
	
	
	 

	 
	
	=
	              66 
	=
	              77 

	 
	
	
	
	
	 

	Operating cycle =
	Inventory turnover period
	
	38
	
	37

	
	(+) Receivable collection period
	
	68
	
	73

	
	(-) Payables' Settlement period
	
	66
	
	77

	 
	
	
	
	
	 

	 
	
	=
	              40 
	=
	              33 

	 
	 
	 
	 
	 
	 


Table 6: Schedule of Efficiency ratios
(Source: Created by the Learner)
Analysis 
The schedule of efficiency ratio has been conducted based on the preparation of the operating cycle of Chocco plc. As per the opinion of Wadhwa (2019), inventory, debtors and creditors turnover period are required to determine for analysing the operating cycle. Based on the schedule (table 6), inventory turnover period of the company is 38 and 37 days for the respective two years. Receivable collection period reduced to 68 days from 73 receivable days in 2019. On the other hand, the payable settlement period of the company is 66 days in 2019 and 77 days in 2018. Therefore, the operating cycle of the Chocco plc is 40 days in 2019 while in 2018 the cycle was about 33 days. 
[bookmark: _g71z362u2dk1][bookmark: _Toc60744512][bookmark: _Toc60745470]iv) Leverage ratios
	Leverage ratios
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Interest coverage ratio =
	EBITDA
	=
	846
	
	720

	
	Finance Cost 
	
	226
	
	181

	 
	
	
	
	
	 

	 
	
	=
	           3.74 
	=
	           3.98 

	 
	
	
	
	
	 

	Debt to Equity ratio =
	Total Debt 
	=
	6,648
	
	7,175

	
	Total Equity 
	
	3,088
	
	2,912

	 
	
	
	
	
	 

	 
	
	=
	           2.15 
	=
	           2.46 

	 
	
	
	
	
	 

	Debt to Assets ratio =
	Total Debt 
	=
	6,648
	
	7,175

	
	Total Assets
	
	9,736
	
	10,087

	 
	
	
	
	
	 

	 
	
	=
	           0.68 
	=
	           0.71 

	 
	 
	 
	 
	 
	 


Table 7: Schedule of Leverage ratios
(Source: Created by the Learner)
Analysis 
The capital structure of the business is analysed based on the leverage ratios where debt and equity are the two main elements for this analysis. Debt to equity (D/E) ratio of Chocco plc has resulted in 2.15 and 2.46 in 2019 and 2018, respectively. Moreover, the ratio of Debt to assets is 0.68 and 0.71 in the respective two years. As pointed out by Pantelidis et al. (2018), the decrease in leverage ratio is a sign of reduction of financial leverage from the capital structure. The interest coverage ratio is a concern for the company as Chocco plc maintains high leverage in the business. Based on the calculation interest coverage ratio of the company has been reduced to 3.74 from 3.98 in 2019. The reason is that the financial cost of the company increased in 2019. 
[bookmark: _b4qjqmf5es08][bookmark: _Toc60744513][bookmark: _Toc60745471]v) Market value ratios
	Market value ratios
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Earnings per share =
	Profit for the year 
	=
	431
	
	366

	
	Number of shares 
	
	600.00
	
	600.00

	 
	
	
	
	
	 

	 
	
	=
	           0.72 
	=
	           0.61 

	 
	
	
	
	
	 

	Dividend per share =
	Dividend paid
	=
	255
	
	242

	
	Number of shares 
	
	600.00
	
	600.00

	 
	
	
	
	
	 

	 
	
	=
	           0.43 
	=
	           0.40 

	 
	
	
	
	
	 

	Price-earnings ratio =
	Market price per share 
	=
	5.12
	
	4.00

	
	Earnings per share
	
	0.72
	
	0.61

	 
	
	
	
	
	 

	 
	
	=
	           7.13 
	=
	           6.56 

	 
	
	
	
	
	 

	Dividend pay-out ratio =
	Dividend per share
	=
	0.43
	
	0.40

	
	Earnings per share
	
	0.72
	
	0.61

	 
	
	
	
	
	 

	 
	
	=
	           0.59 
	=
	           0.66 

	 
	 
	 
	 
	 
	 


Table 8: Schedule of Market value ratios
(Source: Created by the Learner)
Analysis 
Market value ratios are one of the great concerns for the investors; thus, earnings per share (EPS) and dividend per share (DPS) has been determined. A total number of shares has been founded 600 million in both financial years. Therefore, based on the consideration of the calculated total number of shares, EPS of the Chocco plc is £0.72 and £0.61 in the respective two years. Dividend per share of the company increased to £0.43 in 2019 as Chocco plc increased its total dividend expense in that year. The market value of Chocco plc is gradually increasing along with the EPS; as a result, the price to earnings ratio of the company reached 7.13 at the end of 2019. However, the dividend pay-out ratio reduced to 0.59 that indicates the company is not providing sufficient dividends to the shareholders (Jenke and Rabinow, 2017). 
[bookmark: _2ozo1cgvjzmn][bookmark: _Toc60744514][bookmark: _Toc60745472]b) Comment on financial performance and position
[bookmark: _21c5e2qrufs6][bookmark: _Toc60744515][bookmark: _Toc60745473]Discussion based on financial statement
Chocco plc has made good progress in enhancing total revenue and sustaining net income between the financial year 2018 and 2019. Based on this analysis, it is clear that the financial performance of the company is good in the financial year 2019. However, marketing and selling costs can be reduced to enhance the net income of the business. According to Subburaj (2019), a financial position statement is good to interpret the financial condition of the company. A reduction in trade receivable balance is noticeable, and it is an indication of business efficiency improvement. However, long term debt capital of the business was increased in 2019 that enhances the financial expenses of the business. Apart from that, the position of the capital structure of Chocco plc consists of high debt capital and low equity share capital which is considerable for such large size companies. 
[bookmark: _hf05pplzcsfp][bookmark: _Toc60744516][bookmark: _Toc60745474]Discussion based on financial ratios
As per the liquidity ratios of Chocco plc, the company has represented a low liquidity condition in the business. According to Kadimn et al. (2020), the current ratio and quick ratio should be above 1:1 in order to state stability in the liquidity position. Therefore, the company needs to improve the liquidity condition of the business by increasing current assets. Profitability performance of the company is good, and it is improving each year; thus, the company should sustain this performance. 
Operating cycle of the company increased in 2019, and this is vulnerable to the company in working capital management. Therefore, it is suggested that the company reduce the receivable collection period and enhance payable settlement period (Sriram, 2020). Financial position in terms of financial leverage is high; however, the company has tried to reduce risks by decreasing total debt capital. The market value of the Chocco plc is attractive; the reason is market ratios such as EPS, DPS and PE ratio are increasing.
[bookmark: _9reuz9b1spkx][bookmark: _Toc60744517][bookmark: _Toc60745475]Discussion on financial statement users
Financial statement users of Chocco plc are divided into two sections, such as internal users and external users (Michael et al. 2020). Internal users (Managers, staff and owners) need to analyse the financial statement of their respective company in order to assess the business condition. Based on the analysis managers allocate resources in order to improve performance. External users (Investors, consumers, government and public) require financial statements to evaluate the financial performance of the company and make the decision whether to make a financial activity with the company. 
[bookmark: _xi81iex9d1xw][bookmark: _Toc60744518][bookmark: _Toc60745476]Limitations of financial statements
· Financial statements are prepared by considering the native currency; thus, the comparison of financial statements of Chocco plc with foreign companies is not possible.
· The inflation rate is upward rising, and this result of assets and liabilities of Chocco plc present in the financial position statement does not show the figures in the present-day current value.
· Non-financial factors such as the legal affairs of a company are a big factor while making investment decisions; however, financial statements ignore non-financial matters.
· The income statement is prepared based on the income and expenses specific to the respective financial year. Thus, the real profit made by the company throughout the year can be hidden (Sriram, 2020).  
· Financial statements provide historical information, thus making future decisions based on the historical performance may not be fruitful. 
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[bookmark: _Toc60745478]Appendices
[bookmark: _Toc60745479]Appendix 1: Income statement of Eccles plc
	Eccles plc

	Income statement

	for the year ended 31st December 2019

	
	 £ 

	Sales
	    826,650 

	Less: Cost of sales
	    578,650 

	Gross profit
	    248,000 

	Less: Operating expenses 
	

	Distribution costs [W2]
	      25,000 

	Directors remuneration
	        5,000 

	Administrative expenses
	      30,000 

	Operating profit
	    188,000 

	Interest paid
	        2,000 

	Profit/(loss) before taxation
	    186,000 

	Taxation
	      68,000 

	Profit for the year
	    118,000 


 (Source: Created by the learner)



[bookmark: _Toc60745480]Appendix 2: Statement of financial position of Eccles plc
	Eccles plc

	Statement of financial position

	for the year ended 31st December 2019

	Non- Current assets
	£

	Property and equipment
	632,730

	Total Non- Current assets
	632,730

	
	

	Current assets
	

	Inventory (31st December 2018)
	330,600

	Trade Debtors [W3]
	169,145

	Prepaid commission expenses
	3,000

	Cash and Bank [W3]
	13,880

	Total Current assets
	516,625

	
	

	Total assets
	1,149,355

	Current liabilities
	

	Trade creditors
	171,355

	Provision for taxation
	68,000

	Total Current liabilities
	239,355

	
	

	Noncurrent liabilities
	

	4% Debentures
	100,000

	Total Noncurrent liabilities
	100,000

	
	

	Total Liability 
	339,355

	Net assets
	810,000

	Equity
	

	Ordinary share capital (£1 shares)
	310,000

	10% preference shares (£1 shares)
	300,000

	Retained profits 31st December 2018 [W1]
	200,000

	Total Equity
	810,000


(Source: Created by the learner)
[bookmark: _Toc60745481]Appendix 3: Notes of accounts
	Eccles plc

	Notes of accounts

	Workings 1: Retained Earnings

	Retained profits 1st January 2018
	    132,000 

	Add: Profit for the year
	    118,000 

	Less: Ordinary dividend paid
	      20,000 

	Less: Preference dividend paid
	      30,000 

	Retained profits 31st December 2018
	    200,000 

	
	

	Workings 2: Adjustment of distribution cost 

	Distribution costs
	      28,000 

	Less: Prepaid commission expenses
	        3,000 

	
	      25,000 

	
	

	Workings 3: Adjustment on credit sales

	Cash and Bank
	      12,900 

	Add: Credit Sales
	           980 

	
	      13,880 

	
	

	Trade Debtors
	170,125

	Less: Credit Sales
	           980 

	
	    169,145 


 (Source: Created by the learner)
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	Liquidity ratios 
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Current ratio =
	Current assets 
	
	2,303
	
	2,355

	
	Current liabilities
	
	2,511
	
	3,046

	 
	
	
	
	
	 

	 
	
	=
	           0.92 
	=
	           0.77 

	 
	
	
	
	
	 

	Quick ratio =
	Current assets - Inventory 
	
	1,595
	
	1,696

	
	Current liabilities
	
	2,511
	
	3,046

	 
	
	
	
	
	 

	 
	
	=
	           0.64 
	=
	           0.56 

	 
	
	
	
	
	 

	Cash ratio =
	Total cash and cash equivalent
	
	201
	
	177

	
	Current liabilities
	
	2,511
	
	3,046

	 
	
	
	
	
	 

	 
	
	=
	           0.08 
	=
	           0.06 

	 
	 
	 
	 
	 
	 


 (Source: Created by the Learner)
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	Profitability ratios 
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Operating profit ratio =
	Operating profit x 100
	
	805
	
	699

	
	Sales 
	
	6,738
	
	6,441

	 
	
	
	
	
	 

	 
	
	=
	11.95%
	=
	10.85%

	 
	
	
	
	
	 

	Assets turnover ratio =
	Sales 
	
	6,738
	
	6,441

	
	Total assets 
	
	9,736
	
	10,087

	 
	
	
	
	
	 

	 
	
	=
	           0.69 
	=
	           0.64 

	 
	
	
	
	
	 

	Net profit ratio =
	Profit for the year x 100
	
	431
	
	366

	
	Sales 
	
	6,738
	
	6,441

	 
	
	
	
	
	 

	 
	
	=
	6.40%
	=
	5.68%

	 
	
	
	
	
	 

	Return on equity =
	Profit for the year x 100
	
	431
	
	366

	
	Equity 
	
	3,088
	
	2,912

	 
	
	
	
	
	 

	 
	
	=
	13.96%
	=
	12.57%

	 
	 
	 
	 
	 
	 


 (Source: Created by the Learner)
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	Efficiency ratios
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Inventory turnover period =
	Inventory x 365
	=
	708
	
	659

	
	Credit Sales
	
	6,738
	
	6,441

	 
	
	
	
	
	 

	 
	
	=
	              38 
	=
	              37 

	 
	
	
	
	
	 

	Receivable collection period =
	Trade receivables x 365
	=
	1,249
	
	1,287

	
	Credit Sales
	
	6,738
	
	6,441

	 
	
	
	
	
	 

	 
	
	=
	              68 
	=
	              73 

	 
	
	
	
	
	 

	Payables' Settlement period =
	Trade payables x 365
	=
	583
	
	655

	
	Credit Purchase 
	
	3,235
	
	3,096

	 
	
	
	
	
	 

	 
	
	=
	              66 
	=
	              77 

	 
	
	
	
	
	 

	Operating cycle =
	Inventory turnover period
	
	38
	
	37

	
	(+) Receivable collection period
	
	68
	
	73

	
	(-) Payables' Settlement period
	
	66
	
	77

	 
	
	
	
	
	 

	 
	
	=
	              40 
	=
	              33 

	 
	 
	 
	 
	 
	 


 (Source: Created by the Learner)



[bookmark: _Toc60745485]Appendix 7: Schedule of Leverage ratios
	Leverage ratios
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Interest coverage ratio =
	EBITDA
	=
	846
	
	720

	
	Finance Cost 
	
	226
	
	181

	 
	
	
	
	
	 

	 
	
	=
	           3.74 
	=
	           3.98 

	 
	
	
	
	
	 

	Debt to Equity ratio =
	Total Debt 
	=
	6,648
	
	7,175

	
	Total Equity 
	
	3,088
	
	2,912

	 
	
	
	
	
	 

	 
	
	=
	           2.15 
	=
	           2.46 

	 
	
	
	
	
	 

	Debt to Assets ratio =
	Total Debt 
	=
	6,648
	
	7,175

	
	Total Assets
	
	9,736
	
	10,087

	 
	
	
	
	
	 

	 
	
	=
	           0.68 
	=
	           0.71 

	 
	 
	 
	 
	 
	 


 (Source: Created by the Learner)
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	Market value ratios
	Details
	 
	2019
	 
	2018

	 
	
	
	
	
	 

	Earnings per share =
	Profit for the year 
	=
	431
	
	366

	
	Number of share 
	
	600.00
	
	600.00

	 
	
	
	
	
	 

	 
	
	=
	           0.72 
	=
	           0.61 

	 
	
	
	
	
	 

	Dividend per share =
	Dividend paid
	=
	255
	
	242

	
	Number of share 
	
	600.00
	
	600.00

	 
	
	
	
	
	 

	 
	
	=
	           0.43 
	=
	           0.40 

	 
	
	
	
	
	 

	Price earnings ratio =
	Market price per share 
	=
	5.12
	
	4.00

	
	Earnings per share
	
	0.72
	
	0.61

	 
	
	
	
	
	 

	 
	
	=
	           7.13 
	=
	           6.56 

	 
	
	
	
	
	 

	Dividend pay-out ratio =
	Dividend per share
	=
	0.43
	
	0.40

	
	Earnings per share
	
	0.72
	
	0.61

	 
	
	
	
	
	 

	 
	
	=
	           0.59 
	=
	           0.66 

	 
	 
	 
	 
	 
	 


(Source: Created by the Learner)
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	Number of share =
	Ordinary share capital
	=
	300.00
	 
	300.00

	
	Book value of share
	
	0.50
	
	0.50

	 
	
	
	
	
	 

	 
	 
	=
	       600.00 
	=
	       600.00 


(Source: Created by the Learner)
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