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Question 1
a. Prepare an income statement for the year ended 31st December 2019 for Eccles plc and a statement of financial position as at that date.

Eccles Plc Income statement as at 31st December 2019

Ledger                                            Account                                       Debit                                     Credit
Income                                           Sales                                                                                         827,630
Cost of sales                                  Commissions payable                 3,000
                                                         Other                                         28,000
                                                         Purchases                               578,650
Expenses                                        Administrative Expenses        30,000
                                                         Directors salaries                       5,000
                                                         Interest – bank                           2,000
                                                         Non-equity dividends              50,000
Taxation                                          Corporation tax                        68,000
FA – plant and machinery           Cost                                           632,730
Stocks                                              Finished goods                       330,600
Debtors                                           Trade debtors                         171,105
Bank                                                 Current account                      12,900
Creditors                                         Accruals                                                                                      3,000
                                                         Corporation tax                                                                       68,000
                                                         Debentures                                                                            100,000
                                                         Trade creditors                                                                      171,355
Share capital                                  Ordinary shares                                                                     310,000
                                                         Preference shares                                                                 300,000
Profit and loss account                Brought forward                                                                    132,000

Net profit for the year                                                                                                                     62,980
Total                                                                                                  1,918,985                            1,918,985





Eccles plc Balance sheet as at 31st December 2019
                                                                                               2019                                   2018                                
                                                                                                                        £
FA – plant and machinery           Cost- b                       632,730                                632,730
                                                                                            632,730                                 632,730
Stocks                                              Finished goods        330,600                                 330,660
Debtors                                           Trade debtors          170,125                                 171,105
Bank                                                 Current account         10,880                                 12,900
                                                                                               511,605                               514,605

Creditors                                         Accruals                                         0                             -3,000
                                                         Corporation tax                  -68,000                           -68,000
                                                         Long term contracts        -100,000                           -100,000
                                                         Trade creditors                 -171,355                           -171,355
                                                                                                        -339,355                         -342,355

Net Assets                                                                                     804,980                           804,980

                                                                                                             £                                      £
Share capital                                  Ordinary shares                 310,000                            310,000
                                                         Preference shares             300,000                            300,000
                                                                                                       610,000                            610,000
Profit and loss account                Brought forward                194,980                            132,000
                                                         Net profit                                        0                               62,980
                                                                                                         194,980                           194,980

Total funds                                                                                      804,980                          804,980

Profit before interest / Assets employed x 100% 
Assets employed = Total assets + reserves + non-current liabilities 
Earnings / ordinary share capital + reserves x 100% 
Gross profit / sales x 100% 
Net profit / sales x 100%
Profit after tax = Profit before tax – Tax rate 
[bookmark: _GoBack]Profit before tax = Revenue – Expenses
b. Explain why the statement of financial position balances.
Statement of financial position helps users of financial statements to assess the financial health of an entity. The amount of money that are in the business is how we can finance the business, the equity section finances the business, what we have in equity is the value of the business it should be equal to the assets and liabilities.

Question 2
1. Prepare a schedule of ratios for Chocco plc for 2019 and 2018. 
	Liquidity Ratio
	2019
	2018

	
	
	

	Current ratio
	0,917164
	0,773145

	Current asset
	2303
	2355

	Current liabilities
	2511
	3046

	
	
	

	quick ratio
	0,635205
	0,556796

	
	
	

	current assets
	2303
	2355

	inventories
	708
	659

	Current liabilities
	2511
	3046

	
	
	

	
	
	

	
	
	

	cash ratio
	0,088809
	0,066645

	cash and cash equivalent
	201
	177

	short term investment
	22
	26

	current liabilities
	2511
	3046



	Profitability ratio
	2019
	2018

	
	
	

	gross profit margin
	108,2844
	108,0426

	gross profit
	3503
	3345

	Sales
	3235
	3096

	
	
	

	
	
	

	operating profit margin
	24,88408
	22,57752

	operating profit
	805
	699

	Sales
	3235
	3096

	
	
	

	
	
	

	net profit margin
	13,32303
	11,82171

	net income
	431
	366

	Sales
	3235
	3096

	
	
	

	
	
	

	return on assets
	5,798466
	4,733575

	net income
	431
	366

	Assets
	7433
	7732

	Efficiency ratio
	
	2019
	2018

	
	
	
	

	inventory turn over ratio
	
	4,569209
	4,698027

	cost of goods sold
	
	3235
	3096

	avarage inventory
	
	708
	659

	
	
	
	

	
	
	
	

	Asset Turnover ratio
	
	170,2632
	619,2

	Sales
	
	3235
	3096

	avarage total Assets
	
	19
	5

	
	
	
	

	
	
	
	

	Receivable turnover ratio
	
	2,590072
	2,405594

	credit sales
	
	3235
	3096

	avarage accounts Receivable
	
	1249
	1287




	Leverage ratio
	
	

	
	
	

	Debt Ratio
	2,152849741
	2,463942

	total debt
	6648
	7175

	total equity
	3088
	2912

	
	
	

	
	
	

	debt capital
	0,682826623
	0,699113

	total debt
	6648
	7175

	total equity
	3088
	3088

	
	
	

	
	
	

	debt assets ratio
	0,894389883
	0,927602

	total debt
	6648
	7175

	assets
	7433
	7735
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