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Question 1 

INCOME STATEMENT FOR THE YEAR Ended
 31 December 2018
	
	£

	Revenue (826.650 + 980)
	827,630

	Cost of sales
	 (578,650) 

	Gross profit
	248,980

	Distribution costs 28,000+3,000
	(31000)

	Administration expenses 30,000+5000
	(35000)

	Operating profit
	182980

	Finance costs 100,000 x 4%
	(4000)

	Profit before tax
	178980

	Taxation
	(68000)

	Profit for the period
	 110980

	
	


STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2018
	
	£
	£

	ASSETS
	
	

	Non current assets
	
	

	Property, plant & equipment
	
	632,730

	
	
	

	
	
	

	Current assets
	
	

	Inventories
	330,600
	

	Trade and other receivables(170125 + 980)
	171,105
	

	Cash and cash equivalents
	 12,900 
	

	
	
	 514,604

	Total assets
	
	 1,147,335

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade and other payables
	171,355
	

	Accruals 3000+2000
	5,000
	

	Current tax payable
	 68,000
	

	
	
	244,355

	Non-current liabilities
	
	

	Long term liabilities
	
	

	
	
	 100,000 

	Total liabilities
	
	 344,355

	
	
	

	Net assets
	
	 802,980

	
	
	

	EQUITY
	
	

	Share capital
	
	310,000

	Share premium
	
	300,000

	Retained earnings
	
	 192,980 

	Total equity
	
	 802,980 

	
	
	


Question 2

	Ratio
	Working (2019)
	2019
	2018

	ROCE
	(805+19+22)/ (3088+4137)X100
	11.7%
	10.2%

	Return on equity
	431/3088 x 100
	14%
	12.6%

	EPS
	431/600
	72p
	61p

	Gross profit margin
	3503/6738 x 100
	52%
	51.9%

	Net profit margin
	805/6738 x 100
	11.9%
	10.9%

	Asset turnover
	6738/(3088+4137)
	0.9
	0.9

	Stock holding period
	708/3235x365
	80 days
	78 days

	Debtors collection period
	1249/6738x365
	68 days
	73 days

	Creditors payment period
	583/3235x365
	66 days
	78 days

	Current ratio
	2303/2511
	0.9
	0.8

	Quick ratio
	(2303-708)/2511
	0.6
	0.6

	Gearing ratio
	4137/(3088+4137)x100
	57.3%
	58.6%

	Interest cover
	(805+19+22)/226
	3.7times
	4times


In order to understand the financial position of a business, there must be ratios. As every investor and creditor use ratios to examine the financial situation of businesses or specific company. I will be writting a report and explaining few different types of ratio regarding my business.  
For example Gross profit, which is the profit that Chocco makes after deducting the cost of making the product. For the financial year of 2018 the gross profit margin was 51.9% and then in 2019 it increased by 0.1% and reached 52%, which looks like the company did improve, however not by that much. So for example for every pound that the company makes the 51.9% is left as profit out of it. And pf course for 2019 for every 1 pound it 52% profit. 

Next one I will be analyzing the return on equity . as we can see during 2019 is 12.6 and then in 2019 it increased to 14% which is really good, as when investors see 14% they usually think of the business as if its doing pretty well and that percentage is acceptable. Whereas in 2018 not so much, as 12.6% is considered as the business is doing poorly, but it still not as bad because if it was less than 10% then the investors will see the business as it wasn’t doing so good and they might shut it down, so as they reached 14% then the investors. 

The next ratios will be the net profit of Choccos PLC, which as we can see improved within one year by 1%. As in 2018 it was 10.9% and in 2019 it reached 11.9%, which is a great improvement for Chocco’s Plc as its just a start up business, and they’ve already improved so much in just one year. 

In conclusion I will be analysing the credits payment period ratios which was 78 days in 2018 and it went down to 66 days, which shows a great improvement here as well, as he took 12 days less to pay off its bills in just one year. So to conclude the business has improved so much in just one year, meaning that things seem to be running smoothly, and the forecast for the next years cash flow, would be even better than 2019.

