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[bookmark: _Toc56043693]Question No. 1
(A) Preparation of Income statement for the year ended 31st Dec 2019 and statement of financial position as at that date:
	Income statement of Eccles for the year ended 31.12.19

	Particulars
	Note No.
	Amount(£)

	Revenue from operations (Sales)
	(1)
	827630

	Other Income
	
	-

	Total Revenue
	
	827630

	Expenses :
	
	

	Cost of Sales
	(2)
	581650

	Purchase of Stock- in -trade
	
	-

	Change in Inventories
	
	-

	Employee Benefits Expenses
	
	-

	Finance Cost
	(3)
	4000

	Depreciation and Amortization Expenses
	
	-

	Other Expenses
	(4)
	63000

	Total Expenses :
	
	648650

	
	
	

	Profit Before Tax (III –IV)
	
	178980

	
	
	

	Less:  Corporation Tax
	
	68000

	
	
	

	Profit for the Period
	
	110980

	 
	 
	 





	[bookmark: _Hlk56077252]Statement of Financial Position of Eccles as on 31.12.2019

	
	Note No.
	Amount(£)

	Non-Current Assets
	 
	 

	Plant and Machinery
	 
	632730

	 
	 
	 

	Current Assets
	 
	 

	Debtors
	
	170125

	Cash and Bank
	(9)
	10880

	Inventory
	
	330600

	 
	 
	 

	Total Assets
	 
	1144335

	 
	 
	 

	Equity & Liability
	 
	 

	Share Capital
	(5) 
	 

	Ordinary Shares
	
	 310000

	
	
	 

	Reserve and Surplus
	(6)
	   492980

	 
	 
	 

	Non-Current Liability
	 
	 

	4% Debenture
	 
	100000

	 
	 
	 

	Current Liability
	 
	 

	Trade Creditors
	
	171355 

	Other Current Liabilities
	(7)
	2000 

	Short-Term Provisions
	(8)
	68000

	 
	 
	 

	Total Liabilities
	 
	1144335
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Workings:
1. Sales:
 					    Sales = £ 826650
     (+) Goods Sent to customer but not recorded = £ 980
                 The ledger account balance will be = £ 827630
2. Cost of Sales:
                       Cost of Sales = £ 578650
  (+) Sales man Commission = £ 3000
           Total value adjusted = £ 581650
3. Finance Cost:
           Interest on Debentures (£ 100000 * 4%) = £ 4000
(-) Interest paid as per the value of trial balance = £ 2000
                                           Outstanding Interest = £ 2000
4. Other Expenses:
Administrative Expenses = £ 30000
           Distribution Costs = £ 28000
Director’s Remuneration = £ 5000
      Total Adjusted Value = £ 63000
5. Share Capital:
                                  Ordinary Shares = £ 310000
        (+)  10% Preference Share Capital = £ 300000
                                                   Total value = £ 610000                                   
(-) Preference Share included within equity = £ 300000
                          Ordinary Shares @ £1         = £ 310000
6. Reserve & Surplus:
       Opening balance = £ 132000
(+) Profit for the period = £ 110980
                     Total value = £ 242980
(-) Ordinary Dividend paid = - £ 20000
(-) Preference Dividend         = - £ 30000
                 Total Value Adjusted = £ 192980
(+) Transfer of Preference Shares = £ 300000
                    Total Value adjusted = £ 492980
N.B: Since Equity = ordinary Shares + Retained earnings (Reserve & Surplus)
                     = £ 310000 + £ 192980 = £ 502980
                      Therefore, Shareholder’s Fund / Equity = £ 502980
(+) Preference Share included within equity (transfer) = £ 300000
                                             Total Shareholder’s Fund = £ 802980
                                                       (-) Ordinary Shares = £ 310000
                                                    Reserve and Surplus = £ 492980

7. Other Current Liabilities:
Outstanding interest on Debenture = £ 2000
8. Short Term Provision 
Tax = £ 68000
9. Cash and Bank:
                                                                   Cash and Bank = £ 12900
(+) goods sent to the customer and payment on Feb 2019 = £ 980
                                           (-) Salesman commission paid = - £ 3000
                                                           Total Value adjusted = £ 10880

Statement of financial position (Balance Sheet)
The statement of financial position also known as a Balance Sheet represents the Assets, Liabilities and Equity of a business at a point in time.
For example:
Assets include cash, stock, property, plant or equipment - anything the business owns. Liabilities are what the business owes to outside parties, eg. suppliers, bank or business loans. Equity is the remaining proportion of the owner's financial interest in the business after deducting any liabilities from the total assets in the business.
Reading your Financial Position (Balance Sheet)
When reading your balance sheet, it represents what your business owns and controls (the Assets), what it owes (the Liabilities) and the investment that the owner has contributed (the Equity) at a particular point in time.








Question No.2
(A)Schedule of ratio for Chocco Plc for the year 2019 and 2018
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	Ratio	
	Formulas
	2019
	2018

	Net Profit
	Net income/Sales*100
	6.40%
	5.68%

	
	Net income
	431.00
	366.00

	
	Sales
	6.738.00
	6.441.00

	
	
	
	

	Asset turnover
	Net Sales/Total Assets
	0.69
	0.64

	
	Net sales
	6.738.00
	6.441.00

	
	Total assets
	9.736.00
	10.087.00



	Ratio
	Formulas
	2019
	2018

	ROCE
	Profit After Tax/Capital employed
	0.044
	0.036

	
	Profit after tax
	431.00
	366.00

	
	Capital employed
	9.736.00
	10.087.00

	
	
	
	

	Gross profit margin
	Gross Profit/Net sales*100
	51.99%
	51.93%

	
	Gross profit
	3.503.00
	3.345.00

	
	Net sales
	6.738.00
	6.441.00


 


	[bookmark: _Hlk56104254]Ratio
	Formulas
	2019
	2018

	[bookmark: _Hlk56144397]Debtors collection period
	Trade receivables/Sales*365
	68 days
	73 days

	
	Trade receivables
	1.249.00
	1.287.00

	
	Sales
	6.738.00
	6.441.00

	
	
	
	

	Inventory Turnover
	Inventory/Cost of Goods Sold*365
	80days
	78days

	
	Inventory
	708.00
	659.00

	
	Cost of goods sold
	3.235.00
	3.096.00
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	[bookmark: _Hlk56104348]Ratio
	Formulas
	2019
	2018

	[bookmark: _Hlk56145161]Earnings per share
	Net income/number of ordinary shares
	0.72
	0.61

	
	Net income
	431.00
	366.00

	
	Number of ordinary shares
	600.00
	600.00

	
	
	
	

	Current Ratio
	Current Assets/Current Liabilities
	0.92
	0.77

	
	Current Assets
	2,303.00
	2.355.00

	
	Current Liabilities
	2.511.00
	3.046.00






	Ratio
	Formulas
	2019
	2018

	Dividend payout
	Dividend/Income
	0.59
	0.66

	
	Dividend
	255.00
	242.00

	
	Income
	431.00
	366.00
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	Share Price/EPS
	7.11
	6.56

	
	Share price
	5.12
	4.00

	
	EPS
	0.72
	0.61







Current Ratio:
A current ratio below 1 means that the company doesn't have enough liquid assets to cover its short-term liabilities.

Net Profit:
 10% net profit margin is considered average, a 20% margin is considered high (or “good”), and a 5% margin is low. This means that the company must increase its net profit because it is 6.40% -5.68%(2019-2018).

Debtors collection period:
This period represents the time it takes from when a credit transaction takes place to when credit payment is made and received

Earnings per share:
The EPS Rating takes into account the growth and stability of a company’s earnings. 

P/E ratio:
A good P/E ratio is one that is consistent or shows consistent growth. 
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