Question 1

INCOME STATEMENT FOR THE YEAR ENDED 
31 December 2018……

	
	£’000

	Revenue 
Equity from:

     Ordinary shares 

      Preference share

      Debentures
   Sales

                                                                                                       
	310,000

300,000

100,000

826,650


	Cost of sales
  
	578,650



	Gross profit
	1,090,000

	
	 

	Distribution costs
	28,000

	Administration expenses
          Directors remuneration
	30,000
5,000

	Operating profit
Income from investment

          Ordinary dividend paid
          Preference dividend paid
	1,027,000
20,000

30,000

	Finance costs
          Interest paid
	(X)
2000

	Profit before tax
	975,000

	Taxation
	68000

	Profit for the period
	907,000

	
	


     Statement of Financial Position as at 
                          31 December 2018

Assets

   Non current assets

       Sales                                                                 826,650

       Plant equipment                                                632,730

   Current assets

        Stock at 31 Dec 2018                                        330,600

        Trade creditors                                                   171,355

         Cash and bank                                                    12,900

Total assets                                                         ( 1.974,235 )

Liabilities

    Non current liabilities

          Debtors                                                              170,125

Total liabilities                                                   ( 170,125 )

Equity

  Ordinary shares                                                       310,000

   Preference shares                                                    300,000

   Debentures                                                              100,000

   Retained profits at 1 January 2018                          132,000
Total equity                                                        ( 842,000 )

    Statement of Financial Position have be payment to 

                                     31 January 2019
Accrual current asset

          Salesmen are owed commission                              3000

    Statement of Financial Position have be payed to 

                           28 February 2019

Accrual current liability 

           Good valued for customers                                      980

Question 2:

               About Accounting Ratios
1. Investments Ratios

Return capital employed:                     Profit before interest
                                                                  _______________________  x 100%

                                                                     Assets employed

2019                                                                                                                                2018

805 + 620/ 9736 x100% = 14,636%                             699+ 539/10087 x 100= 12,273%

Return on equity:        Earnings / Ordinary share capital and reserve x 100%

       2019                                                                                                                        2018

3088/300 x100% = 10,293%                                                       2912 /300 x100% = 971%
Earnings per share:      Earnings / number of ordinary share 

       2019                                                                                                                      2018

3088/3=1029                                                                                               2912/3=970

3 (Ordinary shares + Share premium + Divident}

2. Profitability Ratios

Goss profit margin:     Gross profit/sales x 100%

        2019                                                                                                                          2018

3503/1324 x 100% = 264,577%                                          3345/1274 x 100% = 262,558%

Net profit  margin:       Net profit/sales x 100%

        2019                                                                                                                    2018

620/1324 x 100% = 46,827%                                         539/1274 x 100% = 42,307%

3. Eficiency Ratios:       

Asset turnover:                       Sales/Assets employed

      2019                                                                                                                  2018

1324/9736 = 13,599                                                                  1274/10087 = 12,630

Stock holding period:       Inventory / Cost of sales x 365 

        2019                                                                                                           2018

708/3235 x 365 = 79,883                                              659/3096 x 365 = 77,693

Debtors collection period:   Trade receivables / Credit sales x 365

         2019                                                                                                         2018

1249/201 x 365 = 2,268                                            1287/177 x 365 = 2,653

Creditors payment period:      Trade payable / Credit purchase x 365

        2019                                                                                                            2018

583 / 3088 x365 = 68,910                                       655 / 2912 x 365 = 82,099
4. Liquidity Ratio

Curent ratio:        Curent assets / Curent liabilities

      2019                                                                                                            2018

2303 / 2511 = 0,917                                                                     2355 / 3046 = 0,773

Quick asset ratio :               Curent assets – inventory /curent liabilities

      2019                                                                                                           2018

2303 – 708 / 2511 = 0,635                                             2355 – 659 / 3046 = 0,556

5. Financing Ratios

Gearing ratio :                  Debit / Debit + Equity x 100%

          2019                                                                                                      2018

2511+4137/6648+30 +5,12 = 68,246%         3046+4129/7175+2912+4x100% =71,102

Interest cover:        Profit before interest / Interest charges

           2019                                                                                                      2018

620/226=2,763                                                                               539/181=2,977

                                                 a)               Financial Ratios

                                                                                                2019                                       2018        

Return on capital employed                                                  15                                          12

Return on equity                                                                   1029                                       971

Earning per share                                                                  1029                                       970

Gross profit margin                                                                 265                                       263

Net profit margin                                                                      47                                          42

Asset turnover                                                                           14                                          13

Stock holding period                                                                 80                                          78
Debtors collection period                                                           2                                           3

Creditors payment period                                                        69                                         82

Current ratio                                                                                 1                                            1

Quick asset ratio                                                                           1                                           1

Gearing ratio                                                                               68                                         71

Interest cover                                                                               3                                            3

b)     Comment financial performance and position.

     If I compare the financial ratio in 2019 and 2018 following the learned, we can describe it this way:

      Stage 1: The dynamics of the  company increases in 2019 compared to 2018, orienting according the gross profit, net profit and the stock of goods insured in time.
     Stage 2: If we analyse vertically and horizontally the financial situation, we notice that  in 2019 the profit increases compare to 2018, but the debts remain unchanged in both periods, this means that the company has not increased its debts compared to the previous year.
    Stage 3:  If we analyse the ratio computations we see that in both periods they are the same, this mean it is good for the company.

    Stage 4: From financial reporting issue from statements will see the same things, 2019 in increases between 2018.

    Stage 5:  For forecasting project future numbers between the two years, following the used capital and the accumulated profit, the company has a higher income, so for the next year it can invest in new projects.
    Stage 6:  After valuation and lending evaluation will see all the interest are cover, the stock it is big, compared to last year because the financial situation increases, sales increases and the company must have a larger stock of goods.

    Stage 7:  Because I am not an expert in financial statements I cannot say that I can have a specific recommendation, I need more practice and experience for this, but I can refer to the things I learned in the course and it is very important for any company to take care of: the buyer power, supplier power, rivalry among firms, new entrants, threat of substitutes and from the company perspective. Must take refer at the nature of product or services, values for the company, diversifications geographical. The feedback from customers is also very important for any company. For me , it is essential for the company to follow its goal of growing little, to respect the deadlines, to respect the employees and business partners, without a well-developed policy the company cannot have achievements.
STATEMENT OF FINANCIAL POSITION AS AT ….

	
	£’000
	£’000

	ASSETS
	
	

	Non current assets
	
	

	Property, plant & equipment
	X
	

	Intangible assets
	 X 
	

	
	
	X

	Current assets
	
	

	Inventories
	X
	

	Trade and other receivables
	X
	

	Cash and cash equivalents
	 X 
	

	
	
	 X 

	Total assets
	
	 X 

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade and other payables
	X
	

	Short term borrowings
	X
	

	Current tax payable
	 X 
	

	
	
	X

	Non-current liabilities
	
	

	Long term borrowings
	X
	

	Long term provisions
	 X 
	

	
	
	 X 

	Total liabilities
	
	 X 

	
	
	

	Net assets
	
	 X 

	
	
	

	EQUITY
	
	

	Share capital
	
	X

	Share premium
	
	X

	Other reserves
	
	X

	Retained earnings
	
	 X 

	Total equity
	
	 X 

	
	
	


