PROGRAME: BA Business Management

FIRST NAME AND SURNAME: Nicoleta Saim

STUDENT NUMBER: 1818235

MODULE TITLE: Accounting fundamentals

ASSIGNMENT TITLE: Accounting Fundamentals Assessment 1

MODULE CODE: LCBB4001

LECTURER: Widin Bongasu Sha’ven

INCOME STATEMENT FOR THE YEAR ENDED 31 
DECEMBER 2019
1.a)
	
	£’000

	Revenue (W1)
	827.630

	Cost of sales
	(578.650)

	Gross profit
	248.980

	Other income
	 0

	Distribution costs

Salesmen commission
	(28.000)
(3.000)

	Administration expenses(W2)
	(35.000)

	Operating profit
	245.980

	Finance costs(W3)
	(6.000)

	Profit before tax
	176.980

	Taxation
	(68.000)

	Profit for the period
	 62.980

	
	


Revenue (W1) = 826.650 + 
                                   980 = 827.630
Gross profit = 827.630 –
                      578.650 = 248.980
Administration expenses( W2) = 30.000 + 
                                                         5000 = 35.000

Operating Profit = 248.980 –
                                28.000 
                                  3.000 
                                     =245.980
Finance costs(W3) = 2.000 + 
                                  4.000 = 6000
Profit before tax = 182.980 – 
                                 6.000 =176.980

STATEMENT OF FINANCIAL POSITION AS AT 31st December2019
	
	
	

	ASSETS
	
	

	Non current assets
	
	

	Property, plant & equipment
	632.730
	

	
	
	

	
	
	632.730

	Current assets
	
	

	Inventories
	330.600
	

	Trade and other receivables
	171.105
	

	Cash and cash equivalents
	12.900
	

	
	
	514.605

	Total assets
	
	1.147.335

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade and other payables
	171.355
	

	Sales commission payable
	3.000
	

	Interest unpaid
Current tax payable
	4.000
68.000


	

	
	
	246.355

	Non-current liabilities
	
	

	4% Debentures
	100.000
	

	
	
	

	
	
	100.000

	Total liabilities
	
	346.355

	
	
	

	Net assets
	
	800.980

	
	
	

	EQUITY
	
	

	Ordinary shares 
	
	310.000

	Preference Shares 
	
	300.000

	
	
	

	Retained earnings
	
	190.980

	Total equity
	
	800.980

	Total liabilities and equity                                             
	
	1.147.335

	
	
	


1.b)          

· Statement of Financial Position, also known as the Balance Sheet, presents the financial position of an entity at a given date. It is comprised of three main components: Assets, liabilities and equity.
Statement of Financial Position helps users of financial statements to assess the financial soundness of an entity in terms of liquidity risk, financial risk, credit risk and business risk.
(https://www.google.com/search?sxsrf=ALeKk033aJuaxtUenvaXVzpKg7nMKgTa2A%3A1605281958816&ei=pqiuX46nMeynrgSSyJzwBw&q=+statement+of+financial+position+&oq=+statement+of+financial+position+&gs_lcp=CgZwc3ktYWIQAzIGCAAQBxAeMgYIABAHEB4yBggAEAcQHjIGCAAQBxAeMgYIABAHEB4yBggAEAcQHjIGCAAQBxAeMgYIABAHEB4yBggAEAcQHjIGCAAQBxAeOgQIABBHOgQIIxAnOgIIADoGCAAQFhAeUO8yWKhLYKpNaABwAngAgAGlAYgBvgKSAQMwLjKYAQCgAQGqAQdnd3Mtd2l6yAECwAEB&sclient=psy-ab&ved=0ahUKEwiOkq2n7f_sAhXsk4sKHRIkB34Q4dUDCA0&uact=5)

· Why the statement of financial position always balance ? The balance sheet is structured in a manner that the total assets of an entity equal to the sum of liabilities and equity. This may lead you to wonder as to why the balance sheet must always be in equilibrium. Assets of an entity may be financed from internal sources (i.e. share capital and profits) or from external credit (e.g. bank loan, trade creditors, etc.). Since the total assets of a business must be equal to the amount of capital invested by the owners (i.e. in the form of share capital and profits not withdrawn) and any borrowings, the total assets of a business must equal to the sum of equity and liabilities. ( https://accounting-simplified.com/financial/statements/statement-of-financial-position/)

· The statement of financial position should always balance because every asset is claimed by someone, so that Assets= Liabilities + Net worth. Another reason is that liability is a sources of fund for bank, it means from where it has got its funds and Assets is an application of fund, it means where bank has applied its funds.  (https://www.chegg.com/homework-help/must-balance-sheet-always-balance-major-assets-claims-commer-chapter-32-problem-1sq-solution-9780073354569-exc).
2.a)
RATIOS FOR CHOCCO PLC FOR 2019 AND 2018

                                                                                          2019                  2018                    

Return on capital employed                                             11.14 %               9.92%   
Return on equity                                                              13.95%                 12.56%

Earnings per share                                                            71 p                      61 p
Gross profit margin                                                          51.98%                 51.93%
Net profit margin                                                              11.94%                 10.85%
Asset turnover                                                                   0.93                       0.91
Stock holding period                                                         80 days                  78 days
Debtors collection period                                                  68 days                  73 days 
Creditors payment period                                                  66 days                  78 days 
Current ratio                                                                       0.91                        0.77    
Quick asset ratio                                                                 0.91                        0.77 

2019
Return on capital : 805:(9.736-2.511)x100 =11.14%   
Return on equity: 431 :(300+1.071+1.717) x 100 =13.95%
Earnings per share:431:300 x 2 =71 p
Gross profit margin :3.503: 6.738x100 =51.98%
Net profit margin: 805:6.738 x 100 =11.94%
Asset turnover: 6.738 :7.225 =0.93
Stock holding period: 708 :3.235 x 365= 79.88 
Debtors collection period: 1249:6738 x 365=67.65
Creditors Payment period: 583 :3.235 x 365= 65.77
Current ratio: 2.303 : 2.511= 0.91
Quick asset ratio:2.303-708 : 2.511= 0.63
                        2018
Return on capital : 699: (10.087 -3.046 ) x100= 9.92%

Return on equity: 366 ( 300+ 1.071 +1.541 ) x 100= 12.56%

Earnings per share: 366: 300 x 2= 0.61

Gross profit margin : 3.345: 6.441x 100 = 51.93 %

Net profit margin: 699 : 6.441 x 100 = 10.85 %

Asset turnover: 6.441: 7.041 = 0.91

Stock holding period: 659: 3.096 x 365 = 77.69

 Debtors collection period: 1287: 6.441 x 365 =  72.93

Creditors Payment period: 655: 3.096 x 365= 77.22

Current ratio: 2.355 : 3.046 = 0.77
Quick asset ratio: 2.355-659: 3.046= 0.55
2.b) 
The Chocco plc have a very  good position as on 31st December. Their financial performance increase in 2019 than 2018.
