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	Income statement Eccles plc for the year ended 
31st December 2019

	
	

	Sales (826,650 + 980 – goods payment sales accruals)
	 827,630

	Cost of sales
	(578,650)

	Gross profit
	 248,980

	Distribution cost
	  (28,000)

	Salesman commission
	    (3,000)

	Administrative expenses
	  (30,000)

	Directors remuneration 
	    (5,000)

	Operating profit
	 182,980

	Finance cost (debentures 100,000 x4%)
	   (4,000)

	Profit/(loss) before taxation  
	 178,980

	Taxation (corporation tax)
	  (68,000)

	Profit for the year 
	 110,980

	
	










	Statement of financial position Eccles plc for the year ended 
31st December 2019

	ASSETS
	
	

	Non current asset
	
	

	Plant and equipment
	
	632,730

	
	
	

	Current asset
	
	

	Stock at 31st December 2018 /inventories/
	330,600
	

	Trade receivables /debtors/
	170,125
	

	Accrued income /other receivables/
	980
	

	Cash and bank
	12,900
	

	
	
	514,605

	Total assets
	
	1,147,335

	
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade payables /trade creditors/
	171,355
	

	Accruals /2000 interest+3000 commissions/
	   5,000
	

	Taxation (corporation tax)
	 68,000
	

	
	
	244,355

	Non- current liabilities
	
	

	Debentures /Long term liabilities/
	
	100,000

	Total liabilities
	
	344, 355

	Net assets
	
	802,980

	
	
	

	EQUITY
	
	

	Ordinary shares
	310,000
	

	Preference shares
	300,000
	

	Retained profit
	192,980
	

	Total equity
	
	802,980

	
	
	

	Retained Profits Calculation
	
	

	Retained profit as at 1st January 2019
	132,000
	

	Add profit for end of year 2019
	110,980
	

	Less dividends 20 000 + 30 000
/ordinary dividend paid + preference dividend paid/
	(50,000)
	

	
	192,980
	

	
	
	



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must be equal to the amount of capital invested by the owners (i.e. in the form of share capital and profits not withdrawn) and any borrowings, the total assets of a business must equal to the sum of equity and liabilities.
What really are income statements and statements of Financial Position or balance sheet? Why are they used?
Income statement- An income statement is a significant financial statement that is made to show a company's financial performance over a precise accounting period. The income statement supports a company to identify the financial health and the financial growth that is has earned through a specific time. The income statement covers sections for profits and costs, which include net sales, gross profit, cost of goods sold, selling expenses, general and administrative expenses, and net profit.

Financial Position/ Balance sheet- Financial Position statements indicates the financial position of a business. Checking the financial condition of a company can make the change between collapse and success. The statement will help a firm from wasting money that they cannot afford to lose. This will let a company realise when they can use resources to improve their business in some ways.



















	CALCULATIONS

	
	2019
	2018

	Investment ratios

	Return on capital employed
Profit before interest x 100%
 Assets employed
	(805+19+22) / (9736-2511) x 100
846/7225 x 100 =11.70
	11.7
	(699-5+26) / (10087-3046) x 100
720/7041 x 100 = 10.225
	10.2

	Return on equity
Earnings x 100%
Ordinary share capital and reserves
	431 / 3088 x 100 % = 13.957
	13.96
	366 / 2912 x 100 % = 12.568
	12.57

	Earnings per share
	431/300 =1.436
	 
	366/300 = 1.22
	 

	Earnings x 100%
Number of ordinary shares
	1.436 x 0.50 =0.718
	0.72
	1.22 x 0.50 =0.61
	0.61

	Profitability ratios

	Gross profit margin
Gross profit x 100%
Sales
	3503/6738 x 100 % = 51.989
	52.0
	3345/6441 x 100 % =51.932
	51.9

	Net profit margin
Net profit x 100%
Sales
	805/6738 x 100 % = 11.947
	11.9
	699/6441 x 100% =10.852
	10.9

	Efficiency ratios

	Asset turnover
Turnover
 Assets employed
	6738/ (9736-2511)
6738/7225 =0.932
	0.9
	6441/(10087-3046)
6441/7041 =0.914
	0.9

	Stock holding period
Inventory x 365
Cost of sales
	708/3235 x365=79.88
	80
	659/3096 x365 =77.69
	78

	Debtors collection period
Trade receivables x 365
Credit sales
	1249/6738 x 365 =67.659
	68
	1287/6441 x 365 = 72.932
	73

	Creditors payment period
Trade payables x 365
Credit purchase
	583/3235 x 365 =65.779
	66
	655/3096 x 365 =77.22
	78

	Liquidity ratios

	Current ratio
Current assets
Current liabilities
	2303/2511=0.917
	0.9
	2355/3046=0.773
	0.8

	Quick asset ratio
Current assets- inventory
Current liabilities
	2303-708/2511
1595/2511=0.635
	0.6
	2355-659/3046
1696/3046=0.556
	0.6

	Financing ratios

	Gearing ratio
Debt x 100 %
Debt + equity
	4137/(4137+3088)x100%
4137/7225 x 100 % =57.26
	57.3
	4129/(4129+2912) x 100%
4129/7048 x 100%=58.584
	58.6

	Interest cover
Profit before interest
Interest charges
	(805+19+22) /620
846/226 =3.743
	3.7
	(699-5+26) / 181
720/181 = 3.977
	4.0



	Ratio Analysis Chocco Plc 

	 
	2019
	2018

	Investment ratios
	 
	 

	Return on capital employed
	11.7 %
	10.2 %

	Return on equity
	13.96 %
	12.57 %

	Earnings per share
	0.72
	0.61

	Profitability ratios
	 
	 

	Gross profit margin
	52 %
	51.9 %

	Net profit margin
	11.9 %
	10.9 %

	Efficiency ratios
	 
	 

	Asset turnover
	0.9
	0.9

	Stock holding period
	80 days
	78 days

	Debtors collection period
	68 days
	73 days

	Creditors payment period
	66 days
	78 days

	Liquidity ratios
	 
	 

	Current ratio
	0.90
	0.80

	Quick asset ratio
	0.6
	0.6

	Financing ratios
	 
	 

	Gearing ratio
	57.3 %
	58.6 %

	Interest cover
	3.7
	4










	[bookmark: _Hlk56072160]A higher Return on capital employed indicates a higher percentage of the company's value. 
Compared to 2018, the percentage has increased, which is a good indicator
Rising Return on equity suggests that a company is increasing its profits. 
For 2019 it has increased by almost 1.5%
Earnings per share - The higher Earnings per share for 2019 0.72 compared to 2018 0.61 
shows a higher value, or investors will pay more for the company's shares because the company 
has higher profits compared to its share price for 2018
Assets turnover -The asset turnover ratio shows the efficiency with which assets are used 
to generate revenue. The assets are used well, there are no changes
Stock holding period - Stock period has increased slightly only two days more than the 
previous year, which is not so bad, because her holding period is less than one year
Debtors collection period - The collection period has decreased; a very good sign is that the 
collection period is decreasing, company can take money quickly 5 days less
Creditors payment period - For 2018, the company had slightly more days for payments to 
suppliers, and in 2019 the payment days show that company pay to suppliers early. 
Because the company has managed to reduce the debtor collection period there is an opportunity 
for faster payment to creditors
Current ratio - In 2018 - 0.8 - there are not enough current assets to cover the payments due on 
the current liabilities of the company, in 2019, the change is slightly up by 0.9
Quick asset ratio - The company Chocco Plc, which has a fast ratio of less than 1 in this case
0.6 which does not change in the two years, may not be able to fully repay its current liabilities 
in the short term.
Gearing ratio-The ratio of gears higher than 50% is usually considered a little risky for investors, 
but compared to 2018 in 2019 it decreases which is a good indicator
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