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Chocco PLC

Question 1 ( Accounting Tools, 2021)

Task 1

· The value of net revenue is calculated by the sum of the value of sales plus the credit sales value, which is equal to £827.630.
Net revenue = £826.650 + £980
Net Revenue = £827.630

The value of total expenditures is calculated by the sum of the cost of sales plus corporation tax (£68000) plus director's remuneration, which is equal to £651.650
Total expenditures = £578.650 + £68.000 + 5.000  
Total expenditures = £651.650

The value of gross profit is calculated by the sum of net revenue and expenditures, which is equal to £1.479.280
Gross profit = £827.630+ £651.650 
Gross profit = £1.479.280

The profit earnings are calculated by subtracting the value of expenses from gross profit value, which is equal to £1.419.281.
Profit earnings = £1.479.280 - £60.000
Profit earnings = £1.419.281

TASK 2

The value of debtors is calculated by the sum of debtors and goods sent to customers, which is equal to £171.105
Value of debtors = £170.125 + £980
Value of debtors = £171.105

The value of net earnings is calculated by the difference of net revenue, total expenditures, and total expenses, which is equal to £115.980
Net earnings = £827.630 - £651.650 - £60,000
Net earnings = £115.980

Retained earnings are the value of beginning contained profits minus the value of ordinary dividend minus the value of preference dividend, which is equal to £82.0000
Retained earnings = £132.000 - £20.000 - £30.000
Retained earnings = £82.000


	
	£

	Revenue
	

	
	

	Sales
	826,650

	Credit sales
	980

	
	

	Net revenue
	827630

	
	

	Expenditures
	

	
	

	Cost of sales
	578.650

	Corporation tax
	68.000

	Director's remuneration
	5.000

	
	

	Total expenditures
	651.650

	
	

	Gross profit
	1.479.280

	
	

	Expenses
	

	
	

	Administrative expenses
	30.000

	Distribution costs
	28.000

	Interest paid
	2.000

	
	

	Total expenses
	60.000

	
	

	Profit earnings
	1.419.280

	
	

	
	




 Income statement as by 31st December 2020













Statement of Financial Position as by 31st December 2020



	
	£
	£

	Assets
	
	

	
	
	

	Non-current assets
	
	

	
	
	

	Plant and equipment
	632.730
	

	
	
	

	Current assets
	
	

	
	
	

	Cash and bank
	12,.900
	

	Debtors
	171.105
	

	Inventories
	330.600
	

	
	
	

	*/Total assets
	
	1.147.335

	
	
	

	
	
	

	Liabilities
	
	

	
	
	

	Current liabilities
	
	

	
	
	

	Trade creditors
	171.355
	

	
	
	

	Non-current liabilities
	
	

	
	
	

	4% Debentures
	100.000
	

	
	
	

	Total liabilities
	
	271.355

	
	
	

	
	
	

	Equity
	
	

	
	
	

	Corporation tax
	68.000
	

	Net earnings
	115.980
	

	£1 Ordinary shares
	310.000
	

	10% £1 Preference shares
	300.000
	

	Retained earnings at 1st January 2020
	82.000
	

	
	
	

	Total equity
	
	875.980

	
	
	


b) The major reason a balance sheet balances is due to the accounting principle of duplicate entry. In this accounting system, all transactions are recorded in at least two separate accounts, which also serves as a check to ensure that the entries are consistent.

Question 2 ( Accounting Tools, 2021)

a)

· The value of operating earnings (profit before interest) for 2019 is calculated by gross profit minus operating expenses, which is £669m.

Profit before interes = £3.345m - £422m - £1.274m - £950m 
Profit before interes = £699m.

	The value of profit before interest for the year 2020 is £805

Profit before interes = £3.503m - £437m - £1324m - £937m
Profit before interes = £805m.

Assets employed can be calculated by taking the difference between total assets and current liabilities, which is £7.041m. 6

Assets employed = £10.087m - £3.046m
Assets employed = £7.041m

· ROCE can be calculated following the ROCE formula,  dividing the value of profit before interest by assets employed and multiply the amount by 100, wich is 9.5%.


 



9.5%

· For the year 2020, the profit before interest value is £805m.
Assets employed, the difference between total assets and current liabilities, which is £7,255m. 

Assets employed = £9.736m - £2.511m
Assets employed = £7.255m

· To calculate the ROCE, we divide the value of profit before interest by assets employed, and the amount will be multiply by 100, equaling 11%. 





· Ordinary share capital and reserves (equity) for 2019 is £2,912m, and the value of earnings profit for the year is £366m, this meaning return on equity obtain is 13%.










· Ordinary share capital and reserves (equity) for 2020 is £3,088m. The value of earnings is £431m. By dividing the value of ordinary share capital and reserves from the value of earnings, this meaning return on equity obtain is 13%.








· The value of earnings for 2019 is £366m. The number of ordinary shares is £300m and the value for earnings per share for 2019 is 1.22%










· The value of earnings for 2020 is £431m. The number of ordinary shares is £300m. The value of earnings per share for 2020 is 1.44%.






· The value of net profit for the year 2019 is 6%.










· The net profit margin value for the year 2020 is 6%.







· For the year 2019, the value of asset turnover is 0.91.









· For the year 2020, the value of asset turnover is 0.93.






· For the year 2019, the value of stock holding days is 76.65.









· For the year 2020, the value of stock holding days is 40.15.







· For the year 2019, the debtors collection period value is 265.355.








· For the year 2020, the value of the debtors collection period is 226.665.









· For the year 2019, the value of current ratio is 0.77.









· For the year 2020, the value of current ratio is 0.92




 =£0.92

· For 2019, the value gearing ratio is 3%.





 =  = 3%


· For the year 2020, the value of gearing ratio is 4%





 =  = 4%


· For the year 2019, the interest cover is 0.75.






 = 0.75


· For the year 2020, the value of interest cover is 0.73.





 = 0.73







	Ratios and years
	2019
	2020

	ROCE
	9.5%
	11%

	ROE
	13%
	14%

	Earnings per share
	1.22%
	1.44%

	Net profit margin
	6%
	6%

	Asset turnover
	0.91%
	0.93%

	Stock holding days
	76.65
	40.15

	Debtors collection period
	265.355
	226.665

	Current ratio
	0.77
	0.92

	Gearing ratio
	3%
	4%

	Interest cover
	0.75
	0.73











[bookmark: _Hlk78231793]b) Financil performance of Chocco PLC 
Investors may learn about a company's overall health by looking at its financial performance. 
The balance sheet, the income statement, and the cash flow statement are all financial statements that are used to evaluate overall financial performance.
Financial performance indicators (FPIs) are measurable parameters that are used to assess a company's performance.
A single metric should not define a firm's financial performance.
The return on capital employed (ROCE) is a financial measure that may be used to evaluate profitability and capital efficiency. This ratio can assist in determining how successfully a firm generates profits from its capital when it is deployed.
In our case, after calculating the ROCE for the year 2019 and the year 2020, we can conclude that the firm has an excellent result as the percent increase with 1.5%, same case for ROE the return on equity.
The result for earning per share shows us the procent increase, meaning the value of actions increases, which is good for the Chocco PLC firm. 
Net profit value is equal from 2019 to 2020, 6%. This procent% indicates the firm can make strategies for developing in the feature, being a stable business.
The next indicator in our calculation is the asset turnover, which increases from 2019-2020 by 0.02 Gearing ratio = debt / (debt + equity) × 100 %, this meaning the firm improves its performance.
The stock holding days value, indicate that in 2019 the firm was selling after 76.65 days, and in 2020 improved and sold after 40.15 days. The image for the firm in this case is in good progress . (Gerda Barauskaite, Dalia Streimikiene, 2020)


Overall the financial performance of Chocco PLC was improved from the year 2019 to the year 2020, and the firm bas satisfy results.
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