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QUESTION 1
Income statement for the year ended 31 December 2019 

Revenue				826,650
Cost of sales.                                                 578,650
Gross profit 				248,000
Distribution costs                                         28,000
Administration expenses 		30,000
Other income				144,900 
Operating profit			
Income from investments		52,000
Finance costs				3,000
Profit before tax
Taxation 				68,000
Profit for the period 			563,900



Supporting calculation 

Gross profit = sales revenue – cost of sales 
	        = 826,650-578,650 
                       = 248,000 
Other income = retained profits at 1st January 2018 + cash and bank 
	           = 132,000+12,900

Income from investments = ordinary dividend paid + preference dividend paid + interest paid 
			     = 20,000+30,000+2,000


Statement of financial position as at 31st December 2019 

Non- Current assets				
Intangible assets				0
Property, plant and equipment 			632,730
Investments					0
						632,730

Current assets					
Inventory					330,600
Trade receivables				170,125
 Investments					0
 Cash						12,900
						531,625

Total assets					1,164,355




Current liabilities					
Trade payables 				170,125
Other creditors				171,355
						341,480		
							

Non current liabilities
Loans and other borrowings			132,000

Total liabilities 				473,480

Equity
Ordinary share capital (50p shares)		310,000
Share premium 				300,000
Total equity 					610,000	



Total equity and total liabilities 			1,083.482 	

	
Question 2 
    Schedule of ratios for Chocco plc for 2019 and  2018 

1. Investment
a.return on capital employed (ROCE)
 
2019 
 
Profit before interest x 100% =8.5813%
Assets employed 

Assets employed= total assets – current liabilities 
		9,736-2,511= 7,225

2018

Profit before interest  x 100% = 3,345 x 100% = 47.507   	
  Assets employed 		 7,041 

Asset employed = total asset – current liabilities 
 			= 10,087 – 3,046 = 7,041 

              b. Return on equity 

                        Earnings.                		X100%
	      Ordinary share capital and reserves


 
 
2019  

	      6,738x100% = 2,246%
	    300 

2018 

6,441 x 100% = 2,147    
      300 

	c. Earning per share 

 		earnings
	number of ordinary shares 

   	2019 

      	6738 = 22.46% 
	  300

2018
 
	6,441= 21.47 
	300 
                d. Price earning ratio 

2019 

		market price
		earning per share 
		1,324 = 258.59 
		   5.12


2018
	 
	1,274 = 318.5 
	   4 

	Profitability ratios

a. Gross profit margin 

2019 

		Gross profit x 100%
			Sales 
		3503 x 100% = 108.284 
		     3,235 
2018 

		3,345x 100% = 108.042
		     3,096
 			
b. Net profit margin 

2019 

     Net profit x 100%
            Sales 

	431 x 100% = 13.3230
	    3,235 
2018

	366 x 100% = 11.8217
	    3,096

Efficiency ratios 
        
a. Asset turnover 

2019

Turnover      4.559 = 0.000631 
             Asset employed   7,225

    Turnover= cost of goods sold = 4.559 
		     Inventory

2018 

Turnover = 3,096 = 4.6980 
		659

		4.6980 = 0.00066723
		7,041 
b. Stock holding period 

Inventory x  365 
Cost of sales
 
2019

708 x 365  = 79.882 
   3,235

2018

	659 x 365 = 78.3756
	   3,096 

c. Debtors collection period 

Trade receivables x 365 
  Credit sales 



2019

1,717 x 365 =178.905 
3,503
                              
2018 

1,287 x 365 = 140.4349 
    3,345

d. Creditors payment period 

Trade payables  x 365 
Credit purchases 
  
2019 

583 x 365= 65.778
3,235

2018 

655 x 365 = 77.2206 
     3,096

Liquidity ratios 
 
a. Current ratio 

Current assets 
Current liabilities 

2019

2,303 = 0.9171 
2,511 

2018 

 2,355 = 0.7731 
3,046 


b. Quick asset ratio 

Current asset – inventory 
      Current liabilities 

2019 

2,303 – 708 = 0.635 
   2,511 

2018 

        2,355 – 659  =0.5567  
      3,046 


Financing ratios 

a. Gearing ratio 

 			Debt      x 100%
			Debt + equity 
		
		2019
	
			4,137 x 100% = 57.259 
			4,137 + 3,088 
		
		2018 

			4,129 x 100%  = 58.6422 
			4,129 + 2,912	


b. Interest cover 


Profit before interest 
   Interest charges 

2019 

620 = 2.7433
226 

2018 

539 = 2.97790  
181


 


			 
