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Question 1a
Eccles Plc.

INCOME STATEMENT FOR THE YEAR ENDED 31st December 2019
	
	£

	Revenue (W1)
	827,630

	Cost of sales
	 (578,650) 

	Gross profit
	248,980

	Distribution costs (W2)
	(31,000)

	Administration expenses (W3)
	(35,000)

	Operating profit
	182,980

	Finance costs (W4)
	(4,000)

	Profit before tax
	178,980

	Taxation
	(68,000)

	Profit for the period
	 110,980

	
	


STATEMENT OF FINANCIAL POSITION AS AT 31st December 2019
	
	£
	£

	ASSETS
	
	

	Non current assets
	
	

	Property, plant & equipment
	
	632,730

	
	
	632,730

	Current assets
	
	

	Inventories
	330,600
	

	Trade and other receivables (W5)
	171,105
	

	Cash and cash equivalents
	 12,900
	

	
	
	 514,605

	Total assets
	
	 1,147,335

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Trade and other payables
	171,355
	

	Accruals (W6)
	5,000
	

	Current tax payable
	 68,000
	

	
	
	(244,355)

	Non-current liabilities
	
	

	
	
	

	4% debentures
	 100,000
	

	
	
	 100,000

	Total liabilities
	
	 344,355

	
	
	

	Net assets
	
	 802,980

	
	
	

	EQUITY
	
	

	Ordinary share capital
	
	310,000

	Preference shares
	
	300,000

	Retained earnings (W7)
	
	 192,980

	Total equity
	
	 802,980

	
	
	

	Workings

W1: Revenue = £827,630
Revenue = sales + sold goods

826,650 + 980 = 827,630
	
	


W2: Distribution costs = £31,000

Distribution costs = distribution costs + salesmen commission

28,000 + 3,000 = 31,000

W3: Administration expenses = £35,000
Administration expenses = administrative expenses + director remuneration 
30,000 + 5,000 = 35,000

W4: Finance costs = £4,000
Finance costs = 4% debentures x 100,000 

100,000 x 4% = 4,000
W5: Trade and other receivables = £171,105

Trade and other receivables = debtors + other receivables

170,125 + 980 = 171,105

W6: Accruals = £5,000
Accruals = unpaid interest (A1) + salesmen commission
A1: Unpaid interest = £2,000

Unpaid interest = finance costs – paid interest 

4,000 – 2,000 = 2000

Accruals = 2,000 + 3,000 = 5,000

W7: Retained earnings = £192,980
Retained earnings = retained profits (at 1st January 2018) + profit for the year – dividends (A2)
A2: Dividends = £50,000
Dividends = ordinary dividend paid + preference dividend paid

20,000 + 30,000 = 50,000

Retained earnings = 132,000 + 110,980 – 50,000 = 192,980
Question 2a

Schedule of ratios for Chocco Plc. for 2019 and 2018

	particulars
	Formula
	2019
	2018

	Current Ratio
	Total current assets / Total current liabilities
	2,303/2,511=
	2,355/3,046=

	 
	
	0.92
	0.77

	 
	
	 
	 

	 
	 
	 
	 

	Quick Asset Ratio
	(Total current assets - Inventory) / Total current liabilities
	(2,303-708) / 2,511
	(2,355-659) /3,046

	 
	
	0.64
	0.56

	 
	 
	 
	 

	 
	 
	 
	 

	Stock Holding Period
	Inventory / Cost of sales x 365
	708/3,235 x365
	659/3,096 x365

	 
	
	 
	 

	 
	
	80 days
	78 days

	 
	 
	 
	 

	Gross Profit Margin
	Gross profit / Sales x100%
	3,503/6,738 x100%
	3,345/6,441 x100%

	 
	
	 51,99%
	 51,93%

	Return on Capital  Employed
	Profit before interest / Total assets – Current liability x100%
	620/9,736 -2,511 x 100%
	539/10,087 -3,046 x100

	 
	 
	
	

	 
	 
	8,56%
	7,65%

	 
	 
	 
	 

	Return on Equity
	Net Profit / Equity x100%
	431/ 3,088 x100%
	366/2,912 x100%

	 
	 
	= 13,96%
	= 12,57%

	 
	 
	 
	 

	 
	 
	 
	 

	Net Profit Margin
	Net Profit / Revenue x100%
	= 431 / 6738
	= 366 / 6441

	 
	 
	x100%
	X100%

	 
	 
	6,4%
	5,7%

	 
	 
	 
	 

	 
	 
	 
	 

	Debtors Collection Period
	Trade receivables / Credit sales x 365
	1,249/6,441 x365
	1,287/6,441 x365

	 
	
	
	

	 
	
	71 days
	73 days

	 
	 
	
	 

	Creditors Payment Period
	Trade payables / Credit purchases x365
	583/3,235 x365
	655/3,096 x365

	 
	 
	
	

	 
	 
	66days
	78 days

	 
	 
	 
	 

	
	
	
	


2b

Financial performance and position of Chocco Plc
The analysis of the financial statement of Chocco plc determined that there is an increase in the incomes of Chocco plc for 2019 and hence an increase can also be seen in the amount of gross profit, as these figures have shown a rise in 2019 as compared to the2018 (Accounting tools 2019). Since the sales of Chocco plc had increased the respective expenses to be incurred for production and related sales have also increased.
Ratios of Chocco plc

 Current ratio
This ratio is the measure of the liquid position of company. In this case the ratios have risen towards the more appropriate figure of 1:2. The ratio had been 0.92 for 2019 which can be considered to be good (Lin, et.al 2018). This is because of the reduction in the current liabilities of Chocco plc.
Quick assets ratio

This ratios is also the measure of liquid positon. In this case the Chocco plc has 0.64 in 2019 and have been raised from 0.56 of previous year. This ratio shall neither be too high or too low. This is because the less or additional liquidity is not considered to be good.
Stock holding period 

The stock holding period has increase with two days for 2019 which means that the stock is more durable.
Gross profit margin
The gross profit margin for the both years is the same, and it is more than 50% which indicates efficient processes in the company.
Return on capital employed

The increase of almost 1% on return on capital employed in 2019 shows that Chocco plc is making good use of its resources. 
Return on equity 
This ratio shows that management of the firm improve its ability to generate income from the equity available to it.
Net profit margin

The net profit margin is intended to be a measure of the overall success of the business. ( Accounting tools, 2019). For Chocco plc the net profit margin is low, but it has increase for .2019
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