LCBB4001 – ACCOUNTING FUNDAMENTALS

SEMINAR WEEK 5 QUESTION – RATIO ANALYSIS

Jerry plc supplies own label household and personal care products to supermarkets and other large retailers in the UK and Europe. In order to expand markets they have recently marketed their product in America.

Extracts from their latest financial statements are given below:

	Income statement for the year ended 31st  October 

	
	2019
	2018

	
	£m
	£m

	Revenue
	501.3
	486.8

	Cost of sales
	(309.5)
	(299.9)

	Gross profit
	191.8
	186.9

	Distribution costs
	(39.7)
	(31.2)

	Administration expenses
	(129.1)
	(126.0)

	Operating profit
	23.0
	29.7

	Finance costs
	(0.2)
	(3.5)

	Profit before taxation
	22.8
	26.2

	Taxation
	(9.9)
	(7.9)

	Profit for the year
	12.9
	18.3















TURN OVER

	Statement of Financial Position  as at 31st  October

	
	2019
	
	2018
	

	
	£m
	£m
	£m
	£m

	Property, plant & equipment
	132.2
	
	137.3
	

	Current assets

	
	
	
	

	Inventory
	38.8
	
	41.1
	

	Trade receivables
	114.9
	
	114.7
	

	Cash
	  0.2
	
	  0.7
	

	
	153.9
	
	156.5
	

	Total assets
	
	286.1
	
	293.8

	Current liabilities
	
	
	
	

	Trade payables
	(84.1)
	
	(75.8)
	

	Other creditors
	(66.9)
	
	(72.6)
	

	
	(151.0)
	
	(148.4)
	

	Long term loans
	(41.9)
	
	(65.1)
	

	Net assets
	
	 93.2
	
	 80.3

	Equity
	
	
	
	

	£1 Ordinary shares
	17.8
	
	17.8
	

	Share premium
	57.2
	
	57.2
	

	Retained profits
	18.2
	
	  5.3
	

	
	
	 93.2
	
	 80.3

	
	
	
	
	



Required:

(a) Calculate eight ratios for Jerry plc which will assist in assessing the profitability, liquidity and management of the company.
[60 marks]

(b) Comment on the situation revealed by the ratios you have calculated.
[40 marks]




