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Question 1

A) INCOME  STATEMENT FOR THE PERIOD 31st December 2019

	                                                              £’000

	

	Revenue+ goods valued                               8,27630                                           
	X

	Cost of sales                                                 5,78,650

	(X)

	Gross profit                                                 2,48,980
	X

	Distribution costs                                          28,000
	(X)

	Administration expenses                              30,000
Directors remuneration                                 5,000
Salesman owed commission                        3000
	(X)

	Other income                                                12,900   
	X

	Operating profit                                           182,980
	X

	Income from investments                             
	X

	Finance costs                                                 2000
	(X)

	Profit before tax                                           180,980
	X

	Taxation                                                          68,000
	(X)

	Profit for the period                                   112,980
	X






a)   The statement of financial position balances for the period 31st December 2019


Noncurrent asset               £                           £ 
Plant and equipment      632730                      632730

Current asset
Debtors                              170125
Stock                                 3, 30,600
Cash and Bank                   12900
Goods value                       980                             5,14,605
Total asset                                                              1,147,335




Liability
Current liability
Salesman are owed             3000
Commission 

Corporation tax                      68,000
Trade creditors                      171355

Noncurrent liability
4% debentures                       100,000
Total liability                                                           342355                                  

Equity
£1 Ordinary shares                   31, 0000
10% £1 preference shares       3, 00,000

Retained profits at 1st January+ profit for the period                         (1,32,000+112980)                      244980




Ordinary dividend paid                     20,000 
Preference dividend paid                 30,000

Total equity                                                                804,980  
Total liability + total equity                                      1,147,335

B) Explain why the statement of financial position balances?
Answer: 
The statement of financial position balances because it measures the position and places changes between two balance sheet dates. It summarizes the uses, loss, profit, funds during the period (Jain, 1999). In addition, the balance sheet determines economic mathematical position of a company. The balances present and indicate the efficiency of retained earnings and affecting amount of an organization. For example, assets are items that are worth money to you, liabilities that are owed, and capital that you are able to carry. It is called balance sheet because both sides equation and equal.




	
      Question 2 
   
a)         
 Ratios for chocco plc for 2019 and 2018


Investment Ratios

Return on capital employed (2019)    805/7225*100% = 11.14%
Return on capital employed (2018)    699/7041*100% = 9.92%
Return on Equity (2019)                         431/3088*100%= 13.95%
Return on Equity (2018)                         366/2912*100% = 12.56%
Earnings per share (2019)                      431/300 = 1.436%
Earnings per share (2018)                      366/300 = 1.22p
Profitability ratios 

Gross profit margin (2019)                     3503/6738*100% = 52%
Gross profit margin (2018)                     3345/6441*100%= 52%
Operating profit margin (2019)              431/6738*100%= 6.39%
Operating profit margin (2018)              366/6441*100%= 5.68%

Efficiency Ratios

Asset turnover (2019)                               6738/7225= 0.932
Asset turnover (2018)                               6441/7041= 0.914
Stock holding period (2019)                    708/3235*365 days = 80 days

Stock holding period (2018)                     659/3096*365 days = 78 days

Debtors collection period (2019)             1249/6738*365 days= 68 days
Debtors collection period (2018)              1287/6441*365 days= 73 days


Creditor’s payment period (2019)          583/3235*365 days= 66 days

Creditor’s payment period (2018)         655/3096*365 days= 78days

Liquidity ratios

Current ratio (2019)                                  2303/2511= 0.91%
Current ratio (2018)                                  2355/3046= 0.77%

Quick asset (2019)                                     2303-708/2511= 0.63%
Quick asset (2018)                                     2355-659/3046= 0.55%

Financing ratios

Gearing ratio (2019)                                  4137/4137+3088*100%=  
                                                                                57.25%
Gearing ratio (2018)                                  4129/4129+2912*100%=
                                                                                 58.64%
Interest (2019)                                            805/226= 3.56%
Interest (2018)                                            699/181= 3.86%










Working sheet
Question 01

	Distribution costs +administration expenses+ directors remuneration +salesman owed                                         

	= 66,000
Gross profit-66000
= 182980

Finance costs= interest paid

Operating profit-finance costs= (profit before tax) 


                                            =180,980

Profit before tax- taxation= profit for the period
                                                    = 112,980
Position balances 

Ordinary dividends paid and preference dividend paid- total equity= 804,980


Question 02
A)  Return on capital employed (total assets- current liabilities)  (2019)                                                  9736- 2511= 7225
(2018)                                                  10087-3046= 7041
    Question 1 b) 4% debentures of 1000= 4*1000
                                                                       = 4000
                                                Interest paid= 2000
                                 4% debentures= 4000-2000
                                                             = 2000


Followed by lecture and classes.
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