Question 1

A)
INCOME STATEMENT FOR THE YEAR ENDEND 31st DECEMBER 2020
	
	£’000

	Revenue (3)
	827,630

	Cost of sales
	 (578,650) 

	Gross profit
	248,980

	Other income
	 0 

	Distribution costs
Directors remuneration
Administrative expenses (2)                                                                        
	(28,000)
(5,000)
(33,000)

	Operating profit
	182,980

	Finance costs(1)
	(2,000)

	Profit before tax
	180,980

	Taxation(4)
	(68,000)

	Profit for the period
	 112,980

	
	


STATEMENT OF FINANCIAL POSITION AS AT 31st DECEMBER 2020
	
	£’000
	£’000

	ASSETS
	
	

	Non current assets
	
	

	Plant & equipment
	632,730
	

	Intangible assets
	 0 
	

	
	
	632,730

	Current assets
	
	

	Inventory at 31st December 2020
	330,600
	

	Accruals goods value(3)
Debtors
	980
170,125
	

	Cash and Bank
	 12,900 
	

	Trade and other receivables
	
	 514,605 

	Total assets
	
	 1,147.335

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade creditors
	171,355
	

	Salesman expense(2)
	3,000
	

	Current tax payable(4)
	 68,000 
	

	
	
	242,355

	Non-current liabilities
	
	

	4% Debentures

Long term borrowings
	100,000

 0 
	

	Long term provisions
	 0 
	

	
	
	 100,000 

	Total liabilities
	
	 342,355 

	
	
	

	Net assets
	
	 804,980 

	
	
	

	EQUITY
	
	

	10% £1 preference shares
	
	300,000

	£1 Ordinary shares
	
	310,000

	Retained earnings(5)
	
	 194,980 

	Total equity
	
	 804,980 

	
	
	


Working: 

1) Finance Cost = Tax Payed +Tax Unpaid (2,000 + 0)= 2000
2) Administrative expenses = 30,000+3,000 

salesmen expense= 33,000

3) Revenue =  826,650 + 980 = 827,630
Accruals account receivables= 980

4) Taxation =  payed+unpayed (0+68,000)= 68,000

          current tax payable= 98000

5) Retained profit = 132,000 (retained profit at 1st January 2020 + 112,980 (profit for the year) - 20,000 ordinary dividend paid - 30,000 preference dividend paid= 194,980.
B)
A balance sheet is a financial statement that reports a company's assets, liabilities and shareholders' equity at a specific point in time, and provides a basis for computing rates of return and evaluating its capital structure. 
ASSETES = CAPITAL + LIABILITIES 
With the term Asset we mean any asset owned by a company, which can be monetized and therefore used for the payment of debts.
Capital are the resources available, used to start up or support a business, instead with the term liabilities we mean all the liabilities of the business.
Question 2

A)

	Ratio
	
	2020
	Ratio
	2019

	ROCE
	805+19+22/(9,736-2,511)x100
	17%
	26-(5)+699/(10,087-3,046)x100
	10%

	ROE
	431/3,088x100
	14%
	366/2,912x100
	12,5%

	EARNINGS FOR SHARE
	431/300=
	1,13p
	
	1,22p

	NET PROFIT MARGIN
	431/6,738x100=
	6,5%
	366/6,441x100=
	5,5%

	ASSETS TURNOVER
	6,738/(9,736-2,511)=
	0,93
	6,441/(10,087-3,046)=
	0,82

	STOCK HOLDING DAYS
	708/3,235x365=
	80 Days
	659/3,096x365=
	78 Days

	DEBTORS COLLECTION PERIOD
	1,249/6,738x365=
	68 Days
	1,287/6,441x365=
	73 Days

	CURRENT RATIO
	2,303/2,511=
	0,92
	2,355/3,046=
	0,80

	GEARING RATIO
	4,137/(4,137+3,088)x100=
	57%
	4,129/(4,129+2,912)x100=
	59%

	INTEREST COVER
	(805+19+22)/226=
	3,7
	(699-5+26)/181=
	4


B)
Taking into consideration the financial performance and position of the Chocco plc company, we can observe that from 2019 to 2020, we have a slight increase in profit, and a decrease in the company's position, reducing assets and debtors.
