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Question 1 
(a) Prepare Financial Statement and Statement of Position

Income Statements
For the year ending on 31st December 2019

	
	AMOUNT IN £ 

	
	

	REVENUE (SEE W1)
	827630

	COST OF SALES 
	578650

	GROSS PROFIT 
	248980

	
	

	DISTRIBUTION COST (SEE W2)
	31000

	ADMINISTRATIVE EXPENSES (SEE W3)
	85000

	OPERATING PROFIT (SEE W4)
	132980

	INTEREST PAID
	2000

	PROFIT BEFORE TAX
	130980

	TAXATION (CORPORATE TAX)
	68000

	PROFIT FOR THE YEAR (SEE W5)
	62980



Working 1 
· Revenue on 31st of December 2018 was £826,650. A payment of £980 for goods was sent to costumer on 31st of December 2018, which was due on 28 of February 2019. That means that the revenue on 31st of December 2019 is £827,630.


Working 2 
· I have added £3,000 as Commission of Salesman to Distribution Cost (£28,000). The total amount of Distribution Cost increased to £31,000.

Working 3
· I have included into Administrative Expenses (£30,000) the following amounts:
· £20,000 as ordinary dividend paid 
· £30,000 as preference dividend paid 
· £5,000 as director remuneration 
· The total amount of Administrative Expenses is now £85,000.

Working 4 
· The following calculations are made in order to find the operating profit:
           Gross profit (£248,980) – Distribution Cost (£31,000)- Administrative Expenses (£85,000) = £132,980

Working 5
· I have rested the estimated corporation tax (£ 68,000) out of Profit before taxation and the result is £62,980 which is the Profit for the Year.

Working 6
· I have added the amount of £12,900 as Cash and Bank of £980 as payment on 28 of February 2019 for goods.



Working 7
· I have added 10% £1 into the total equity.


Working 8
· The Profit for the Year 2019 (£62,980) plus the retained profit (£132,000) result as at 1 of January 2018, equals as retained earnings (£194,980)





















Statement of Financial Position as at 31st December 2019
	
	
	AMOUNT IN £

	ASSETS 
	
	

	
	
	

	NON CURRENT ASSETS 
	
	

	PROPERTY, PLANT AND EQUIPMENT 
	632,730
	

	TOTAL NON CURRENT ASSETS 
	
	632,730

	
	
	

	CURRENT ASSETS 
	
	

	INVENTORIES 
	330,600
	

	TRADE AND OTHER RECEIVABLES 
	170,125
	

	CASH AND CASH EQUIVALENTS (SEE W6)
	13,880
	

	TOTAL CURRENT ASSETS 
	
	514,605

	
	
	

	TOTAL ASSETS 
	
	1,147,335

	
	
	

	EQUITY AND LIABILITIES 
	
	

	
	
	

	NON CURRENT LIABILITIES 
	
	

	4% DEBENTURES 
	
	100,000

	
	
	

	CURRENT LIABILITIES 
	
	

	TRADE AND OTHER PAYABLES 
	171,355
	

	CORPORATE TAX
	68,000
	

	SALES COMISSION 
	3,000
	

	TOTAL CURRENT LIABILITIES 
	
	242,355

	
	
	

	EQUITY SHARE CAPITAL 
	
	

	$1 ORDINARY SHARES 
	300,000
	

	10% $1 PREFERENCES SHARES (SEE W7)
	310,000
	

	RETAINED EARNINGS (SEE W8)
	194,980
	

	TOTAL EQUITY 
	
	804,980

	
	
	

	TOTAL LIABILITIES 
	
	1,147,335

	


	
	


(b)Statement of Financial Position

As per the above financial position of Eccles Plc, it is noticed that the company resulted in the share capital of about £610,000 and retained earnings was about £194,980. However, the total liabilities marked under the organisational context resulted in about £1,147,335 having an increase in the amount. On the other side, the total asset of the business is about £1,147,335 resulting to meet the balances. Hence, the current asset as per the above financial position of Eccles Plc was about £514,605. From the above table, it is noticed that the company marked growth in the financial position, which hereby depicts that the business resulted in sustainable development (Lessambo, 2018). Thus, the table shows that Eccles Plc financial position over the market has a positive impact as results in showing sustainable effectiveness













[bookmark: _Toc55865939]Question 2
(a) Prepare a schedule of ratios for Chocco plc for 2019 and 2018

INVESTMENT RATIOS 

Return on capital employed:       
. 
[bookmark: _Hlk56107051]2019: 
2018:  %
 
Return on equity:  

[bookmark: _Hlk56107466]2019:     
[bookmark: _Hlk56108537][bookmark: _Hlk56108317]2018:     

[bookmark: _Hlk56108879]Price earnings ratio:   

2019:  
2018: 

PROFITABILITY RATIOS 

Gross profit margin:  

2019: 
2018:

Net Profit Margin:   

2019:
2018: 

EFFICIENCY PROFIT 

Asset turnover:   

2019: 
2018:

Stock holding period:                 
2019: 
2018: 

[bookmark: _Hlk56153918]Debtors collection period: 

[bookmark: _Hlk56153709]2019: 
2018:  

[bookmark: _Hlk56154333]Creditors payment period: 

2019:  
2018:

LIQUIDITY RATIOS 

Current ratios: 

2019: = 0,91
2018: = 0,77


Quick assets ratios: 

2019: = 0,63
[bookmark: _Hlk56154471]2018: = 0,55

FINANCING RATIOS 

Gearing ratios: 

2019: = 57,25%
2018: = 58,6%
 
Interest Cover: 

2019: 
2018: 

b) Using the information in the financial statements and the ratios you have calculated, comment on the financial performance and position of Chocco plc.

Regarding the return on capital employed it is notice that in the year 2018 the percentage resulted to about 9,92% and accordingly in the year 2019 it was about 11,14%. As such, there is a high return market by the company, which shows that there is a positive outcome notice. The earnings before interest and taxes resulted in an amount of about 699 in the year 2018 and 805 for the year 2019. Hence, this has resulted in showing there is a positive outcome marked by the company ascertaining positive results.
The total gross profit margin resulted in about 51,93% where showing the entity to achieve positive growth in the gross profit. However, in the case of the ear 2019, the gross profit margin resulted in about 51,98% an increase in the amount from the previous year (Wadhwa,2019). Thus the business resulted in marking a positive growth in the profitability resulting in the business to mark sustainable effectiveness. Besides, sales and revenue of Chocco Plc in both year 2018 and 2019 resulted in showing an increase in the amount ascertaining positive business outcome.
As per the above calculation debtor`s days means the company is quickly getting paid. From the above table regarding the debtor’s days, the business in the year 2018 resulted in marking 72 days an increase in a time period where it is getting paid over the market. However, for the year 2019, the time period decreased to about 67 days. Henceforth, Chocco Plc in the year 2019 shows to being paid quickly, resulting in a positive outcome.
 Regarding asset turnover ratio it is noticed that in the year 2018 it was about £0.63 and accordingly in the year 2019 it resulted in about an increase in the amount of about £0.69. Thus, the efficiency of the company shows there is an increase in the amount and shows the company resulted in positive growth in the asset. Hence, Chocco Plc shows positive growth in its asset development and such shows a positive outcome to the entity (Zainudin, and Hashim, 2016). As such, there is sustainable effectiveness the company shows ascertaining internal development. Revenue of the entity marked an effective development and as such, resulted in showing positive outcomes. In 2018 revenue marked by the entity is about £6,441 and in the year 2019, it was about £6,738.
The company resulted in generating higher sales from its assets which helps to improve the business sales effectively.
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