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Answer to question 1:

INCOME STATEMENT FOR THE YEAR ENDED 31st December 2021
	
	£’000

	Revenue (W1)
	827,630

	Cost of sales (W2)
	581,650 

	Gross profit(W3)
	245,980

	Administrative expenses
	30,000 

	Directors remuneration
	5,000

	Distribution cost
	28,000

	Operating profit (W4)
	182,980

	Interested paid
	2,000

	Profit before tax(W5)
	180,980

	Taxation
	68,000

	Net profit
	112,980

	Retained Earnings 
Profit 

Ordinary dividend paid

Preference dividend paid 
	   132,000

   112 980

   20,000

   30,000




STATEMENT OF FINANCIAL POSITION AS AT 31st December 2021
	
	£’000
	£’000

	ASSETS
	
	

	Non current assets
	
	

	Property, plant & equipment
	632,730
	

	
	
	632,730

	Current assets
	
	

	Inventories
	330,600
	

	Trade and other receivables (W1)
	171,105
	

	Cash and cash equivalents
	12,900
	

	
	
	513,625

	Total assets (W2)
	
	1,147,355

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Outstanding comission

Short term borrowings
	          3,000

171,355
	

	Current tax payable
	68,000
	

	
	
	242,355

	Non-current liabilities
	
	

	Debentures
	100,000 
	

	
	
	

	Total liabilities (W3)
	
	342,355

	
	
	

	Net assets
	
	100,000 

	
	
	

	EQUITY
	
	

	Share capital
	
	310,000

	Share premium
	
	300,000

	Retained earnings
	
	194,980 

	Total equity (W4)
Total Liabilities and Equity (W5)
	
	804,980 
1,147,355




The reason of The Statement of financial Position Balances:

The Statement of financial Position is balanced because the ASSETS is equal to the sum of LIABILITIES and EQUITY.

WORKING LISTS

WORKING LIST - INCOME STATEMENT
W1: Revenue: 826,650+980=827,630
W2: Cost of sale: 578,650+3000=581,650
W3: Gross profit: 827,630-581,650=245,980
W4: Operating profit: 180,980+2000=182,980
W5:Profit before tax: 112,980+68,000=180,980
WORKING LIST - STATEMENT OF FINANCIAL POSITION
W1: Trade and other receivables: 170,125+980=171,105
W2: Total assets: 623,730+330,600+12,900+171,105=1,147,355
W3: Total liabilities: 3,000+171,355+68,000+100,000=342,355
W4: Total equity: 310,000+30,000+194,980=804,980

W5: Total Liabilities and equity: 804,980+342,355=1,147,355 
Answer to question 2:

1. ROCE

	PRACTICULARS
	FORMULA
	2020
	2019

	Earnings Before Interest and TAX
	
	846
	720

	Total assets
	
	9736
	10087

	Current liabilities
	
	2511
	3046

	Capital employed
	Total assets-Current liabilities
	7225
	7041

	ROCE ratio
	EBIT/Capital employed
	11.7%
	10.2%


The return of capital employed is the ratio which helps in the measurement of the company’s performance. It is essential for investing in a company. The higher the return is the better for the investor.
In this case Chocco PLC has improved ROCE for 2020 compared to 2019.

2. ROE
	PRACTICULARS
	FORMULA
	2020
	2019

	Net Income
	
	431
	366

	Shareholders’ equity
	
	3088
	2912

	ROE
	Net income/average shareholders’ equity
	13.96%
	12.57%


The ROE is a ratio that shows the investor how much money a company generates. It can be used to compare one or more organizations. In 2020 Chocco PLC improves the return on investment compared to 2019, which is considered a positive sign and may attract more investors
3. Earnings per share

	PRACTICULARS
	FORMULA
	2020
	2019

	Net income
	
	431
	366

	Preferred dividend
	
	0
	0

	Average common shares outstanding
	
	600
	600

	Earnings per share
	(Net income - Preferred dividend) / Average common shares outstanding
	12.57%
	13.96%


The Earning per share is calculated as a company’s profit divided by the outstanding shares of its common stock.
4. Net profit margin
	PRACTICULARS
	FORMULA
	2020
	2019

	Net profit
	
	431
	366

	Revenue
	
	6738
	6441

	Net profit margin
	Net profit / sales * 100
	6.40%
	5.68%


This is the measurement of the total income which is generated by the company as the percentage to the total revenue. The net profit margin shows the total amount of revenue generated. This organization organizes a guide to net profit in 2020 compared to 2019.
5. Asset turnover
	PRACTICULARS
	FORMULA
	2020
	2019

	Revenue
	
	6738
	6441

	Total Assets
	
	9736
	10087

	Asset turnover
	Net sales / Average total assets
	0.69%
	0.64%


The asset turnover measures the value of sales to the relative value of assets. The Chocco PLC increases the ratio of asset turnover in 2020 compared to 2019, which is good for the organization.
6.  Stock holding days

	PRACTICULARS
	FORMULA
	2020
	2019

	Inventory
	
	708
	659

	Cost of sales
	
	3235
	3096

	Stock Holding days
	(Inventory / COGS)*365
	80
	78


Тhis is the period that the investor holds the respective investment, the time between the purchase and the sale, Chocco PLC increases this period in 2020 to 80 days, which is not good for the organization
7. Debtors collection period

	PRACTICULARS
	FORMULA
	2020
	2019

	Debtors
	
	1249
	1287

	sales
	
	6738
	6441

	Debtors collection Period
	(Debtors / sales)*365
	68
	73


Тhis is the time it takes the organization to collect its debts.

For Chocco PLC this period decreases in 2020, which is positive for the organization, because it means that it is able to collect its debts quickly.
8.  Current ratio

	PRACTICULARS
	FORMULA
	2020
	2019

	Current assets
	
	2303
	2355

	Current liabilities
	
	2511
	3046

	Current Ratio
	Current assets / Current liabilities
	0.92
	0.77


Тhis ratio indicates the liquidity ratio. In 2020 Chocco PLC increases the liquidity ratio.
9. Gearing ratio

	PRACTICULARS
	FORMULA
	2020
	2019

	Total debt
	
	4137
	4129

	Shareholders’ equity
	
	3088
	2912

	Gearing ratio formula
	Long-term debt / shareholders’ equity
	1.3
	1.4


This is a financial ratio which is used for making comparison between the owner’s equity to the funds which are borrowed by the organisation.
10. Inventory turnover ratio

	PRACTICULARS
	FORMULA
	2020
	2019

	Net sales
	
	6738
	6441

	Inventory
	
	708
	659

	Inventory turnover ratio
	COGS / average stock
	9.52
	9.77


The inventory turnover ratio shows the rate at which the company sells its inventories of goods.
