 INCOME STATEMENT FOR THE YEAR ENDED 31 December 2020              
                                                       
                                  

Revenue (W1)                                                         827,630                             
Cost of sales                                                           (578,650)
Gross profit                                                             248,980
Other income                                                                0
Distribution cost                                                   (28,000)
Administrative expenses                                     (30,000)
Operating profit                                                     190,980  
Finance cost (100,000 x 4%)                                 (4000)
Profit before tax                                                     186,980
Taxation (W3)                                                        (68,000)
Profit for the period                                               118,980
 

STATEMENT OF FINANCIAL POSITION AS AT 31Decembrie 2020


ASSETS  
Property, plant & equipment                                           632,730
CURRENT ASSETS
Inventories                                           330,600
Trade and other receivable               170,125
Goods valued                                              980
Salesmen                                                   3,000
Cash and cash equivalents                    12,900
                                                                  517,605


LIABILITIES
Current liabilities
Trade and other payables                     171,355
   

Accrued interest (unpaid)                           2,000
Current tax payable (unpaid)                    68,000
                                                                       241,355

Net current assets                                      276,250

Total assets less current liabilities            908,980

Long term liabilities                                   (100,000)
4% debentures                                              808,980
EQUITY
Share capital                                                   310,000
Share premium                                               300,000
Others reserves                                                      0
Retained earnings                                           198,980
Total equity                                                      808,980


















Workings: required a)
W1 sale 826,650+980=827,630
W2 Finance Cost  Interest2,000+2,000=4,000
W3 Tax 0+68,000=68,000
W4 retained  earning 
132,000+118,980-50,000-2,000=808,980


















 b) Why does the statement of financial position balance?
Answer: The appropriate financial statement for doing this is the balance sheet. It is used to identify the financial strenghs and weaknesses of the business. Financial position is determined by comparing the strength and weaqknesses identified through a series of financial ratios and indicators.





















              

Ratio                                                          Working (2020)                   2020                               
ROCE =Profit before interest x100%      846  x 100                       11,70%
             Assets employed                          7225                              
Return on equity=           Earnings                  x100% 5932x100    1,977%
                                Ordinary share capital                  300
                                  And reserves
Earning per share                   Earnings              431                       1,41p
                               Number of ordinary          305,12
                                     Shares
Net profit margin      Net profit x100%          846x100                  12,55%
                                       Sales                             6738
Asset turnover           Turnover                      6,738                          0,93%
                              Assets employed                 7,2025
Stock holding      Inventory x365                   708    x365               80 days
Period              Cost of sales                           3,235
Debtors collection  Trade receivables x365       1,249x365         68 days
Period                        Credit sales                            6,738   
Current ratio      Current assets                          2,303                    0,91
                           Current liabilities                       2,511      

Gearing ratio      Debtsx      x   100%         4,137             x100     57,25%
                       Debt +equity                        4,137+3,088
Interest  Profit before interest                 846                                 3,74
Cover     Interest charges                         226





Ratio                                                     Working(2019)                     2019
 Roce  Profit before interestx100%    720    x100                          4,037%
               Assets employed                     2,912
Return       Earnings                         x100   366    x100                   12,555
On equity  Ordinary share capital             2,916
                   And reserves
Earnings                            Earnings           366                                112p                     
Per share Number of ordinary shares   304
Net profit  Net profit x100%                  720 x100                        11,17%
Margin         Sales                                    6,441 
Assets Turnover       Turnover                6,441                            0,91%
                              Assets employed        7,041
Stock holding   Inventory      x365            659   x365                  78 days
Period                Cost of sales                    3,096

Debtors collection  Trade receivables x365   12,87x365           73 days
Period                               Credit sales                6,441
Current ratio    Current assets                         2,355                     0,77
                          Current liabilities                      3,046
Gearing ratio        Debt          x100%               4,129            x100   58,64%
                          Debt + equity                          4,129+2,912
Interest cover Profit before interest          720                         3,97 times
                               Interest charges               181
















b) This study investigate the financial performanve of Choco pls for 2020 and 2019. Several fianacial performance parameters are used such as financial ratios analysis which is used to measure the financial position for him.
