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Question 1
Income  Statement as at 31st December 2018 to Eccles plc.

Sales-                                                    826,650
Sales of goods-                                           980
Other income ( trade receivables)- 170,125 
Cost of sales-                                      578,650
(826,650+980+170,125)- 578,650= 419,105
Gross profit-                                       419,105  
Administrative expenses-                 30,000
(Owed commission 3,000+ Debentures- 100,000)-  103,000
Directors remuneration-                     5,000
Distribution costs-                              28,000
Operating profit-                                253,105
Finance costs (Interests)-                       2,000
4% Debentures 100,000-                        4
Profit before taxation-                         247,105
Corporation tax-                                      68,000
Profit for the period-                            179,105




SOFP as at 31st December 2018  to Eccles plc
Non-current Assets
Plant and equipment-               632,730
Current Assets
Stock at 31st December 2018   330,600-980 =329,620   
Debtors-                                       170,125
Cash and Bank-                             12,900
 Total Assets-                             1 145,375
Non-current Liabilities
4% Debentures-                         100,000
Current Liabilities
4% Debentures of 100,000-               4
Trade creditors-                          171,355
Interest paid-                                    2,000
10% preference shares ( 10% of 300,000)-     30
Commission paid (31 January 2019) -     3,000
Total Liabilities-                            310,355
Net Assets-                                        835,02
Equity
Goods sold                                       980
1 Ordinary shares-                       310,000
10% preference shares-             300,000
Retained profit-                           132,000
Ordinary dividend paid-               20,000
Preference dividend paid-           30,000
Equity                                            792,980

The business of Eccles plc for the 2019 is running well and successfully. It has made a very good profit considering the both years. In the company are also compound shares from other investors which is sign for wellbeing for this business.
Question 2
Accounting Ratios for Chocco plc 
1. Investment Ratios
Return on capital employed
Profit before interest/assets employed  X100%
Profit before interest=profit before taxation+ Finance cost ( interest)
Assets employed= total assets- current liabilities
2018	2019
(539+181)/(10,087-3,046)    X100%=	(620+226)/(9,736-2,511)
0,72/7,041 X100%=10,225%	X100%=11,71%
	
Return on equity
                 Earnings/Ordinary share capital and reserves  X 100%
Earnings=The final profit for the year
2018	2019
0,366/1,841 X100%=19,88%	0,431/2,017X100%=21,36%
Earnings per share
Earnings/Number of ordinary shares
2018	2019
366/300=1,22	431/300=1,43

2. Profitability ratios
Gross profit margin 
Gross profit/Sales X100%
2018	2019
3,345/6,441 X100%=51,93%		3,503/6,738X100%=
	51,98%


	Net profit margin
Net profit/Sales X100%
Net profit=gross profit-costs=operating profit
2018	2019
0,699/6,441 X100%=10,85%	0,805/6,738 X100%=11,95%
3. Efficiency Ratios
Asset turnover
Turnover/Assets employed
2018	2019
6,441/7,041=0,91	6,738/7,225=0,93
Stock holding period
Inventory/cost of sales  X 365
2018	2019
0,659/3,096 X 365=77,69 days	0,708/3,235 X365
	=79,89 days
Debtors Collection period
Trade receivables/Credit sales X 365
2018	2019
1,287/6,441 X 365=72,93 days	1,249/6,738 X 365=67,66 
	days

Creditors payment period
Trade payables/Credit purchases X 365
2018	2019
0,655/3,096 X 365=77,22 days	0,583/3,235 X 365=65,77 d
4. Liquidity Ratio
Current Ratio
Current Assets/Current Liabilities
2018	2019
2,355/3,046=0,77	2,303/2,511=0,92

Quick asset ratio
Current assets- inventory/current liabilities

2018	2019

(2,355-0,659)/3,046=0,56	(2,303-0,708)/2,511=
	0,635
5. Financing Ratios
Gearing Ratio
Debt/ (Debt+Equity) X 100%
2018	2019
4,129/4,129+2,912 X 100%=58,64%	4,137/4,137+2,912 X 100%=
	57,25%
Interest Cover
Profit before interest / Interest charges
2018	2019
539-181/181=1,97	620-226/226=1,743


Comments

Return on capital employed
 According to the percentages of the both year the company has slightly increasing of the value of capital. A higher percent indicates more efficient use of capital.

Return on equity
For every 100 pounds invested in the company , this one will generate 19,88% and 21,36% , which  is sign of good and efficient generating return . It is also increasing a bit more.

Gross Profit Margin

This means that Chocco will earn more than 50 pounds on every 100 pounds sales which in my opinion is fantastic.

Net Profit Margin
The higher levels of this are better for company. Although the number is slightly increasing is good more turning sales into profit.

Stock holding period
This number is showing us how many days the goods are holded  before to return on sales. This period is very long because the company is trading food and confectionary and it is no well.

Debtors collection period
The number of days is indicated us how many days the debtors are collected by. This period is decreasing and in my opinion is no to long.
Creditors payment period
This ratio is the average days in which a company pays its suppliers. It is no bad and is very close to a debtors collection period in the company. 

Current Ratio
This indicates the measure of ability to pay short-term obligations. We have a positive number which shows us that a company assets can cover the liabilities.




