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[bookmark: _Toc79228007]Introduction 
Accounting is considered as a process that helps to analyse the earnings of organisations so that the competitive position of the organisation can be boosted. The main motive of accounting is to offer profit and loss, and financial predictions. The present study will discuss the income statement and ratios of PLC and Chocco plc
[bookmark: _Toc79228008]Discussion
	Particulars
	Amount 
	Amount 

	Sales
	8,26,650
	

	Credit sales
	980
	8,27,630

	Less: Cost of sales
	
	5,78,650

	Gross profit 
	
	2,48,980

	Less expenses 
	
	

	
	
	

	
	
	

	Administrative expenses
	30,000
	

	Distribution costs
	28,000
	

	Interest paid
	2,000
	

	Salesman commission
	3,000
	

	Directors remuneration
	5,000
	68,000

	Profit before tax
	
	1,80,980

	Less: Corporation tax
	
	68,000.00

	Net profit
	
	1,12,980.00

	less: Preference dividend paid
	30,000
	

	Ordinary dividend paid
	20,000
	50,000

	Retained profit
	
	62,980.00

	Particulars 
	Amount 
	Amount 

	Assets
	
	

	Non-current assets 
	
	

	Plant and equipment
	6,32,730
	

	
	
	

	Stocks
	3,30,600
	9,63,330

	
	
	

	Current assets 
	
	

	Cash and bank
	12,900
	

	Debtors
	980
	

	Debtors
	1,70,125
	1,84,005

	
	
	

	Total assets   	
	
	11,47,335

	
	
	

	Liability and equity 
	
	

	Salesmen commission
	3,000
	

	Trade creditors
	1,71,355
	1,74,355

	Equity
	
	

	Debentures
	1,00,000
	

	ordinary shares
	3,10,000
	

	preference shares
	3,00,000
	

	Retained profits
	1,32,000
	

	Profit
	62,980
	

	Corporation tax
	68,000.00
	9,72,980

	Total liability and equity
	
	11,47,335


[bookmark: _heading=h.gjdgxs]Why does the statement of financial position balance?
After conducting the calculation, it has been noted that balance sheet includes various activities and transaction so that business profitability can be enhanced in an effective manner. From, the above calculation, the balance sheet of the organisation has been discussed. Further, the competitive position of the organisation has also been discussed. Through balance sheet the assets of the organisations has also been discussed. Further, the financial help can be provided through loans, crowd funding and from relatives. The financial crunch may also be mitigated so that the competitive position of the organisation can be improved in an effective manner.
It also helps to enhance the profit of the organisation so that the competitive position of the organisation can be boosted in an effective manner. The resources need to be used in an effective manner so that quality of assets can be enhanced. The general asset of the company has been discussed below: 
Assets:
· Accounts receivable
· Fixed Assets
· Cash
· Other Assets
· Inventory
Liabilities:
· Accounts payable
· Sales tax liability
· Accrued expenses
· Debt

· Income taxes payable
Equity:
· Additional paid-in-capital
· Retained earnings
· Common stock 

Question 2
Return on capital is the “profitability ratio” that measures the degree of efficiency utilisation of capital so that profitability of organisation can be improved. In addition to that, it also helps to enhance the investment so that the profitability of organisations can be boosted. 
      The formula of ROCE is defined as =

EBIT /(Total Assets - Current Liabilities)

   “Where,     EBIT = Earnings before interest and tax”
“Total Assets - Current Liabilities = Capital Employed”

Ratio 		
ROCE
2020
	620/ (9,736-2,511)
= 8.5	
2019
539/ (10,087-3,046)
= 7.6
2- ROE 
Return on equity is a measurement that discusses the equity. It is presented in percentage. The formula of return of Equity is “Net annual income”
“Total amount of shareholders’ equity”

	Ratio 
	2020
	2019

	ROE

	=431/3,088*100
=13.9
	= 366/2,912*100
=12.5




 3- Earnings per share 
It splits the earning of the common stakeholders for a particular time. Their formulas have been discussed below: 
Formula for earning per share can be described as = 
“Net income - Preferred Dividends”/ “Weighted average share outstanding”

	Ratio 
	2020
	2019

	Earnings per share

	431-255/ 5.12
=381
	366-242/4
=305



4- Net profit margin
It also helps to calculate the profitability of the organisation so the competitive position of the organisation in the market can be analysed. Further, the resources of the organisation need to be utilised effectively so that no issues can occur within the organisation.
Net Profit/ Revenue


	Ratio 
	2020
	2019

	Net profit margin

	431/6,738*100
=6.3
	=366/6,441*100
=5.6




5- Asset turnover 
The turnover of the organisation needs to be enhanced so that the competitive position of organisations can be boosted. It calculates the productivity of the organisation by converting current business into sale. It also represents the ration between net sales to average assets of the venture. Lastly, turnover ratio is being compared with lower ratio, the formula: 
“Net sales”/ “Average total assets”


	Ratio 
	2020
	2019

	 Asset turnover

	6,738/9,736*100
=69.2
	6,441/10,087*100
=63.8



6-Stock holding days
The stock holding days is characterised as a design that is used for identifying the frequency of inventory utilisation of an organisation. During the identification of the differential or rate, the available inventory is considered in the average format. Apart from the mentioned, it is defined as the quantum of days that available inventory is outstanding. This means that the mentioned term outlines the quantum of tenure mostly in days that available and existing inventory would be available for streamlined execution of the task. As such, the immediate liquidity associated with an organisation in terms of inventory is showcased through this calculation.
The associated mechanism or formula for calculation of the stock holding days is presented as:
(Average inventory) / (Cost associated with sales/ quantum of days)
[image: ]
7-Debtors collection period
The Debtors collection period is presented as the net quantum of tenure (time) that is required by a corporation in the collection of the account receivables. Hence, it is projected as the addition of the quantum of days or individual time required for sourcing of payments from the existing customer base as well as new clients. In such as process, the average time for collection of finances is required to be monitored. The core reason is creating a situation to place a required volume of cash for the organisation for a possible meeting of short terms expenses in the financial segment 
For calculation purposes, the same could be done through the following formula:
(Accounts receivables balance X365) / (Total Net Sales)
[image: ]
8-Current ratio
The current ratio is defined as the ability of an organisation for meeting immediate responsibilities. This includes the near term ones coupled with being known as working capital. In terms of presentation, it is produced as the ratio between present assets that an organisation has to the liabilities during the same tenure. 
As such, the working formula of the same could be explored as:
Current Assets/Current liabilities
[image: ]
9-Gearing ratio
The term gearing in finances is presented as the quantum of debt relative to equity capital.  This should be used by the undertaken organisation in finding the immediate present activities. As such, the generic meaning of the same is that any organisations displaying a high value of gearing ratio present a higher debt to equity ratio. This may lead to bankruptcy or financial failure in the long end. The working formula is placed as (total debt) / (total shareholder equity).
[image: ]
10-Interest coverage ratio
The quantum of interest that any organisation could pay relative to the outstanding dues or debts in the market is identified by the interest coverage ratio. Investors and moneylenders in determining the risk associated with lending quantum to an organisation use the use of this calculation. Also called the time interest earned ratio, this calculation predicts the ability of an organisation to repay the loan or investment provided. The mathematical presentation is:
(Earnings before interest and taxes) / (Interest Expenses)
[image: ]
[bookmark: _Toc77429332]b) Comment on the financial performance and position of Chocco plc.
The economic performance of Chocco Plc could be explored in terms of multiple financial ratios against the fiscal year of 2020. This would include relative analysis with previous years. This would aid in the identification of the immediate market position in the operating space. For example, the Return on Capital Employed (ROCE) has been identified to be increased in comparison to the previous. As a result, there is a high possibility that more investors would be attracted due to the numbers of ROCE as existing liabilities have been reduced. Similarly, the development in the Return on Equity (ROE) as presented by Chocco Plc projects an increase in the net incomes despite the prevailing pandemic. For the retail investors, the focus area could be considered in terms of availing a high degree of returns in the form of interests. 
Apart from the mentioned, the core factor that presents the financial health of an organisation is the annual net profit. As such, for the undertaken organisation, the positive turnover has increased remarkably (from 5.6 to 6.3 currency units). This presents that the manufacturer of chocolates can optimise the resources used as well as supply management. This reflects that an improved margin leads to higher upgradation in the upcoming projects coupled with an increase in quality. Similarly, the current assets turnover ratio has improved by the quantum of 5.4 that reflects an increase in the efficiency for resource utilisation as well as productivity. 
Based on the data provided, the surge in the stock volume has complemented the organisation to provide two more days of stocks in meeting the needs of the clients. Similarly, relative to the reduced ratio associated with debt collection, cash flow is maintained by the organisation. This is because; the chocolate manufacturer does not have to wait for the collection of finances for collectively executing the required operations (Akan and Tevfik, 2020). Overall, the existence of the elevation of the current ratios reflects the presence of a larger quantum of capital. It has been identified that Chocco Plc has increased current ratios. This would reflect a higher degree of flexibility in a meeting of customer orders coupled with the expansion of business. This includes an increased opportunity in investments in new products. Similarly, a reduced application of gearing ratio reflects that the potency of failure of the organisation would be reduced relative to earlier financial years. Similarly, the extensive improvement in the interest coverage reflects the ability of the organisation in repaying debts along with the associated interest quantum (Bailey, 2017).
[bookmark: _Toc79228009]Conclusion
Relative to the study conducted, it could be inferred that the principles associated with accounting are considered a fundamental ingredient required for an industry in monitoring, predicting financial transactions coupled with the evaluation of its impact. The ability associated with accounting is required for the generation of financial statements among others. These uses of such statements reflect the competitive advantage of an organisation coupled with its position in the immediate market. Additionally, the financial ratios aid in accounting and reflect performance management. Overall, the use of ratios and statement is beneficial for effective accounting coupled with analysis of the future success of the organisation. Thus, after calculating the budget it has also been noted that the resources of the organisation need to be calculate the earnings of the organisation so that their profitability can be enhanced in an effective manner. Further, the financial knowledge of the employees also need to be analysed so that the issues related to finance can be mitigated in an effective manner. Lastly, effective finance also helps to enhance competitive position of the firm.
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