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Question 1 

Eccles plc
INCOME STATEMENT FOR THE YEAR ENDED 31st December 2019
[bookmark: _GoBack]

	
	£’000

	Revenue (W1)
	827,630

	Cost of sales
	(578,650)

	Gross profit(W2)
	248,980

	Distribution costs(W3)
	(31,000)

	Administration expenses(W4)
	(35,000)

	Operating profit(W5)
	182,980

	Finance costs(W6)
	(4,000)

	Profit before tax
	178,980

	Taxation
	(68,000)

	Profit for the period(W7)
	110,980

	
	

	
	





















Eccles plc
STATEMENT OF FINANCIAL POSITION AS AT 31st December 2019

	
	£’000
	£’000

	ASSETS
	
	

	Non-current assets
	
	

	Property, plant & equipment
	632,730
	

	
	
	

	
	
	632,730

	Current assets
	
	

	Inventories
	330,600
	

	Trade and other receivables(W8)
	171,105
	

	Cash and cash equivalents
	 12,900
	

	
	
	 514,605

	Total assets
	
	 1,147,335 

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade and other payables
	171,355
	

	Accruals(W9)
	5,000
	

	Current tax payable
	 68,000 
	

	
	
	(244,355)

	Non-current liabilities
	
	

	Long term borrowings
	100,000
	

	
	
	(100,000)

	
	
	

	Total liabilities
	
	 344,355 

	
	
	

	Net assets
	
	 802,980 

	
	
	

	EQUITY
	
	

	Share capital
	
	310,000

	Share premium
	
	300,000

	Retained earnings(W10)
	
	192,980

	Total equity 
	
	 802,980








Workings

W1: Revenue
 826,650+980=827,630 

W2: Gross profit 
827,630-578,650=248,980

W3: Distribution costs
28,000+3,000=31,000

W4: Administration expenses 
30,000+5,000=35,000

W5: Operating profit
248,980-(31,000+35,000) =182,980 

W6: Finance costs 
100,000 *4 %=4,000

W7: Profit for the period
178,980-68,000=110,980

W8:Trade and other receivables
170,125+980=171,105

W9: Accruals 
3,000+2,000=5,000

W10: Retained earnings
(132,000+110,980)- (20,000+30,000)=242,980-50,000=192,980








B)

Balance sheet is used because it is shows how much the business is worth. Other name for the balance sheet is Statement of financial position. First of all, statement shows you all the assets (everything that belong to the business. This include non-current assets (machines, vehicles, premises, property and other) and current assets. In the current assets are inventories (stock), receivables(debtors) and cash (also cash in the bank as well). Also in the statement are all liabilities (all the money that the business owes). Part of the liabilities are payables(creditors), dividends (which are not yet paid to the shareholders), accruals. This statement shows you all the capital (the money which are invested in the business, take it from the owners or from the loan). You can see that the net assets are always the same amount like the total equity. Total equity is the total amount that is put into the business and the equity is all the assets minus all liabilities. That’s why this statement is balance. Every company need this statement because trough this balance sheet you can see from where are coming all the money and what it done with them.













Question 2

	Ratio
	Working
	2019
	2018

	ROCE
	2019- 805/ (9,736-2,511) *100=11,14
2018- 699/ (10,087-3,046) *100=9,9

	11,14%
	9,9%

	Return on equity
	2019- 431/3,088 *100=13,95
2018- 366/2,912 *100=12,56
	13,9%
	12,6%

	Quick 
Ratio
	2019- (2,303-708)/2,511=0,63
2018- (2,355-659)/3,046=0,55
	0,6
	0,5

	Gearing
	2019- 4,137/ (4,137+3,088) *100=57,25
2018- 4,129/(4,129+2,912)*100 =58,64
	57,3%
	58,6%

	Gross profit margin
	2019- 3,503/6,738*100=51,98
2018- 3,345/6,441*100=51,93
	52%
	51,9%

	Net profit margin
	2019- 805/6,738*100=11,95
2018- 699/6,441*100=10,85
	11,9%
	10,8%

	Interest 
cover
	2019- 805/226=3,56
2018- 699/181=3,86
	3,6 times
	3,9 times

	Stock holding period 
	2019- (708/3,235) *365=79,8==79,8
2018- (659/3,096)*365=77,69
	80 days

	78 days


	Debtors collection period 
	2019- (1,249/6,738) *365=67,6
2018- (1,287/6,441)*365 72,9
	68 days

	73 days


	Creditor payment 
period 
	2019- (583/3,235) *365=65,77
2018- ( 655/3,096) *365=77,2
	66 days

	78 days


	Current 
ratio
	2019- 2,303/2,511=0,9
2018- 2,355/3,046=0,77
	0,9
	0,8

	Asset
 turnover
	2019- 6,738/ (4,137+3,088) =0,93
2018- 6,441/(4,129+ 2,912)=0,91
	0,9
	0,9

	Earnings per share
	2019- 431/150=2,87
2018- 366/150=2,44
	£2,9
	£2,4

	Price earnings ratio
	2019- 5,12/2,9=1,76
2018- 4,00/2,4=1,66
	£1,8
	£1,7



B)

First of all, trough the financial statement and all the ratios you understand what are the financial performance and position on the company. Some of the company has goals that they want to achieve for a certain period of time. From those statements they can understand what needs to be improved in the company and what has started to work well. Chocco public limited company has increased the equity and also the net assets (they actually are always the same).  The interest cover is decreased so to improve it the company can decrease the expenses. Return on capital employed and return on equity also increased. On my point they can try to have more income and them the company start to develop.                                                        
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