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In the report, the study will be considered about the financial statements and the financial positioning of the company and how these can be helpful in showing the financial health of the company in the market. The starting section of the report focuses on showing the income statement and the financial statement of the company along with the analysis about how the balance sheet always matches its balance. The following section of the report will focus upon the ratio analysis and showing the qualitative aspect of the ratio analysis of Chocco Plc for the two consecutive financial years 2019 and 2020. 
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Income Statement 
The statement of income is a presented financial statement that is showing the stakeholders the amount and valuations of the incomes as well as the expenditures of the business. This statement is helpful in ascertaining that whether the company has earned profits or has incurred losses. This is one of the most crucial components of the business for hosing its financial health and the position of the business in the market. The net income is ascertained in this and then the amount of the total expense is been deducted from it to get the overall net income or net losses. The following presented is the income statement of the business. Every business operates with the motive to earn profits and this statement shows that what profits the company has earned in any specific period. 
	Income Statement as of the date 31-Dec-2020

	
	
	

	Particulars
	 
	 Amount (£) 

	Net Sales
	
	        8,27,630 

	(-) Cost of Goods Sold
	
	        5,79,630 

	(-) Expenses incurred on paying wages 
	
	 

	GROSS PROFIT
	 
	        2,48,000 

	(+) Other sources of revenue 
	 
	

	 
	 
	

	(-) Operating Expenses
	 
	

	Expense incurred on the advertisements 
	               30,000 
	

	Payment of interest 
	                  2,000 
	

	Remuneration paid to the BOD
	                  5,000 
	

	Costs incurred on distribution 
	               31,000 
	

	Imposed taxation (Corporate)
	               68,000 
	        1,36,000 

	Computed Net profit for the FY
	 
	        1,12,000 

	Net profit appropriation 
	 
	

	Payment of ordinary dividend 
	               20,000 
	

	Additional paid preference dividend 
	               30,000 
	            50,000 

	Computed Net profits after appropriation
	 
	            62,000 



Statement showing the Financial Position of business 
This statement is more commonly known with the name of the balance sheet. This statement is helpful in representing the position of the assets, equity as well as liabilities of the business given at any specific point in time. It is shown at the point of time. It is helpful in showing the true picture of the financial position of the company and also showing that at what position the market is standing. The financial health can be considered and analyzed with this statement and also with the revelation of the true asset and liability valuations. The financial positioning can be made effectively to the business showing the financial positioning to the stakeholders. The statement of the financial position of the business is shown as follows: 
	Statement of Financial Position as stated at 31-Dec-2020

	
	

	Particulars
	 Amount (£) 

	ASSETS
	 

	Current Assets:
	 

	Cash and Bank
	               12,900 

	Sundry Debtors
	            1,71,105 

	Closing Inventory
	            3,29,620 

	Total Current Assets
	            5,13,625 

	Fixed Assets:
	 

	Plant and equipment
	            6,32,730 

	Total Fixed Assets
	            6,32,730 

	TOTAL ASSETS
	         11,46,355 

	 
	 

	EQUITY & LIABILITIES
	 

	Current Liabilities:
	 

	Sundry Creditors
	            1,71,355 

	Provision for Corporation Tax
	               68,000 

	Outstanding Salesmen Commission
	                  3,000 

	Total Current Liabilities
	            2,42,355 

	 
	 

	Non-Current Liabilities
	 

	4% Debentures
	            1,00,000 

	Total Non-Current Liabilities
	            1,00,000 

	Owner's Equity
	 

	£1 ordinary shares
	            3,10,000 

	10% £1 preference shares
	            3,00,000 

	Retained Earnings
	            1,94,000 

	Total Equity
	            8,04,000 

	TOTAL EQUITY & LIABILITIES
	         11,46,355 



The following given are the notes to the accounts: 
1. The amount of the distribution cost will include the amount of the commission paid to the salesmen. 
1. The sent goods to the consumer are regarded as that delivery which is made after the sales and also has not been formed as the part of the inventory and thus will form the part and treated as of this given as follows: 
1. Sales and Debtor would increase
	Sales
	8,26,650

	(+) Goods that were sent to the consumer on the date Dec 31., 2021
	980

	The net amount of Sales made 
	8,27,630





	Debtors
	1,70,125

	(+) Goods that were sent to the consumer on the date Dec 31., 2021
	980

	Net amount of Sales made
	1,71,105







1. The amount of the cost of the sold goods as well as the closing stock value will be decreased 
	Inventory as on Dec 31., 20
	3,30,600

	(-) Goods that were sent to the consumer on the date Dec 31., 2021
	-980

	Final level of closing inventory
	3,29,620





	COGS as per the given details 
	5,78,650

	(+) Goods that were sent to the consumer on the date Dec 31., 2021
	980

	COGS as computed 
	5,79,630



1. Retained earnings at the end of the period are computed as 
	Opening amount of Retained Earnings
	1,32,000

	(+) profit earned in the present Financial Year
	62000

	Closing amount of Retained Earnings
	1,94,000
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Balance sheet is regarded as the summary of the entire business Assets and all the liabilities that the business is having any specific point in time. It is also showing that what amount of money will the business get after selling all is assessed and what amount of liabilities will it have in the case if it is Managing all the equities and the liability. 
A balance sheet shall always be balanced as it is based on the principle of a double accounting system which ascertains the fact that amount of all the assets will always be equal to the amount of entire liabilities including the amount of the stakeholder equity at any point of time. The counting system of double-entry focuses on recording all the transactions the impact of which shell minimum be depicted over two accounts and also focusing on acting over that the entries made are correct and reflecting its impact on the correct account. The cash raised through the method for liabilities and value is utilized to have any of the resources. The purpose for is the adjusting character of the asset report is the bookkeeping framework followed by the business. The twofold bookkeeping section framework is the ordinarily acknowledged bookkeeping framework in each business overall which says that each deal would affect somewhere around two bookkeeping and therefore every exchange should be recorded in something like two records. The bookkeeping in at least two records would be finished with equivalent effect on the credit and charge side of a record which at last outcomes in the balance of the two sides of the accounting report for example resources and liabilities side. Assuming both the sides are not coordinating, it implies that there may be some misstep basically in the chronicle of at least one accounting-based exchange. (Pramiudi, 2018)
The double entry system of accounting is the primary reason behind the matching of the balance sheet. Every accounting transaction where every given entry will give the account for requiring the correspondence as well as the opposite impact on the entry over the differential accounts. The two equal and the correspondence impact over the sites will impact the Debit as well as the Credit side of the business. A balance sheet shall always be balanced because of this method of accounting. In the case, if any of the balance sheet statements do not match at a point in time then it shall be analyzed and reviewed that any of the made entries are not correct or correctly posted due to which this difference has arisen in the balance sheet financial positioning.  
The balance of the balance sheet shall always match because of the used accounting concept of "Assets= Liabilities + Shareholders Equity". This equation is versatile in all the businesses and the entities which are preparing their balance sheet and it should be prepared accordingly. 
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Ratio computation of the company Chocco Plc for the year 2020 and the year 2019. 
	Financial Year 2019
	 

	Return on capital employed
	EBIT/ Capital Employed

	Earnings before interest and tax
	846

	Capital Employed
	Total assets- Current liabilities 

	 
	7225

	 
	 

	Return on capital employed
	11.70934256

	 
	 

	 
	 

	Return on Equity
	Net income/ Shareholder equity

	 
	 

	Net income 
	431

	Shareholder equity
	3088

	 
	 

	Return on Equity
	13.95725389

	 
	 

	 
	 

	EPS
	Income available to stakeholders/ Shares

	Net income 
	431

	Overall dividend 
	255

	Income available to stakeholders
	176

	 
	 

	Number of Shares
	600

	Earnings Per Share 
	0.293333333

	 
	 

	 
	 

	Net Profit Margin
	Net profit/ Total revenue 

	 
	 

	Net profit
	431

	Total Revenue 
	6738

	 
	 

	Net Profit Margin 
	6.396556842

	 
	 

	 
	 

	Asset Turnover 
	Net sales/ Average Total Assets 

	 
	 

	Net Sales/ Revenue
	6738

	Average Total Assets
	9911.5

	 
	 

	Asset Turnover 
	0.679816375

	 
	 

	 
	 

	Stock Holding Days 
	(Inventory/ Cost of goods sold) * 365

	 
	 

	Inventory held
	708

	Cost of goods sold
	3235

	 
	 

	Stock Holding Days 
	79.88253478

	 
	 

	 
	 

	Debtors Collection Period 
	(Debtors/ sales turnover) * 365

	 
	 

	Debtors 
	1249

	Sales Turnover 
	6738

	 
	 

	Debtors Collection Period 
	67.65880083

	 
	 

	 
	 

	Current Ratio 
	Current Assets/ Current Liabilities 

	 
	 

	Current Assets 
	2303

	Current Liabilities
	2511

	 
	 

	Current Ratio 
	0.917164476

	 
	 

	 
	 

	Gearing Ratio
	Total Debt/ Total equity

	 
	 

	Total Debt 
	4137

	Total Equity 
	3088

	 
	 

	Gearing Ratio
	1.339702073

	 
	 

	 
	 

	Interest Coverage ratio 
	EBIT/ Interest Expense

	 
	 

	Earnings Before Interest and Tax
	846

	Interest Expense
	226

	 
	 

	Interest Coverage ratio 
	3.743362832



	Financial Year 2019
	 

	Return on capital employed
	EBIT/ Capital Employed

	Earnings before interest and tax
	720

	Capital Employed
	Total assets- Current liabilities 

	 
	7041

	 
	 

	Return on capital employed
	10.2258202

	 
	 

	 
	 

	Return on Equity
	Net income/ Shareholder equity

	 
	 

	Net income 
	366

	Shareholder equity
	2912

	 
	 

	Return on Equity
	12.56868132

	 
	 

	 
	 

	EPS
	Income available to stakeholders/ Shares

	Net income 
	366

	Overall dividend 
	242

	Income available to stakeholders
	124

	 
	 

	Number of Shares
	600

	Earnings Per Share 
	0.206666667

	 
	 

	 
	 

	Net Profit Margin
	Net profit/ Total revenue 

	 
	 

	Net profit
	366

	Total Revenue 
	6441

	 
	 

	Net Profit Margin 
	5.682347462

	 
	 

	 
	 

	Asset Turnover 
	Net sales/ Average Total Assets 

	 
	 

	Net Sales/ Revenue
	6441

	Average Total Assets
	10087

	 
	Average is not taken and the assets values at the end of the period are taken. 

	Asset Turnover 
	0.638544661

	 
	 

	 
	 

	Stock Holding Days 
	(Inventory/ Cost of goods sold) * 365

	 
	 

	Inventory held
	659

	Cost of goods sold
	3096

	 
	 

	Stock Holding Days 
	77.69218346

	 
	 

	 
	 

	Debtors Collection Period 
	(Debtors/ sales turnover) * 365

	 
	 

	Debtors 
	1287

	Sales Turnover 
	6441

	 
	 

	Debtors Collection Period 
	72.93199814

	 
	 

	 
	 

	Current Ratio 
	Current Assets/ Current Liabilities 

	 
	 

	Current Assets 
	2355

	Current Liabilities
	3046

	 
	 

	Current Ratio 
	0.773145108

	 
	 

	 
	 

	Gearing Ratio
	Total Debt/ Total equity

	 
	 

	Total Debt 
	4129

	Total Equity 
	2912

	 
	 

	Gearing Ratio
	1.417925824

	 
	 

	 
	 

	Interest Coverage ratio 
	EBIT/ Interest Expense

	 
	 

	Earnings Before Interest and Tax
	720

	Interest Expense
	181

	 
	 

	Interest Coverage ratio 
	3.977900552



In the above-made analysis, the ratio calculation of the company Chocco Plc is made for the two financial years. The financial performance of the company is more effective in the financial year 2020 in comparison to the position of the company in FY2019. The terms of profitability are higher as the NP 6.39% in 2020 while the year 2019 is showing the profitability rate of 5.68%. The company is having higher investment opportunities for the stakeholders and these opportunities are helpful in making the higher earnings for the stakeholders. The company is having the potential to the investors and will offer higher returns if the effective investment is been made based on the position of the company in the market. The overall analysis is drawn in a way that Chocco Plc has operated efficiently and also grown in the market to take the higher share by offering higher earnings to the investors and giving other benefits to the stakeholders of the business. 
Analysis of the financial position of the company for the two consecutive financial years can be made as: 
Profitability Position 
Computing the profitability position of the business the profitability marriages are been certain in the financial ratios and hair the net profit margin of Chocco Plc is been computed that is showing that the companies and the profitability rate of 6.39% as marked in the year 2020 while the year 2019 shows the amount of profit at the point of 5.68%. The company is having enhanced profitability of 1% in both the financial year was comparatively and also showing that the company is performing better to earn higher profits which will show that the involvement of higher stakeholders and investors towards business and also making them more fruitful towards investing in Chocco Plc. No company can sustain without profits and this is a positive element shown by the business as it is having a constant increase in its profitability which will make the operations go on expansion and also to have higher investment from the outside stakeholders also.( Prayogo, 2021)
The amount of the returns that the company is offering to its shareholders is also showing a slightly increasing trend. The return is almost showing an increase of about 1% that is showing the higher interest of the stakeholders towards business investment and also showing that the people will be more interested in investing in a business that will plan expansion and addition issues. As the increased return attracts more and more investors and this again attracts the higher expansion of the business areas. The return earned on the equity of the shareholders has also increased in FY 2020 as compared to FY 2019. This shows that the year 2020 is a fruitful year for Chocco Plc as it is overall enhancing the position of the shareholders entirely. 
The per-share earnings are based on the amount of the earned profits and the kept aside as the amount of retained earnings. The case of Chocco Plc as analyzed from the computation of the ratios shows the position that the company is offering the higher EPS in the FY 2020, which shows the scenario in which every shareholder will be getting higher earnings on each of the shares that they hold in the company. 
Liquidity Position 
The ability of the company's assets to meet the company's liabilities is been shown through liquidity and here's the position of liquidity that Chocco Plc is having has improved and enhanced its liquidity position while heading towards the newer financial year. The position of the current ratio has improved and it is going near to the position of the ideal ratio that shall be maintained in the industry. The company is improving the position of its current assets in terms of its current liability to meet the liabilities effectively throughout. From the overall ratio analysis, it can be ascertained that the liquidity position of the company has improved in FY 2020 as compared to its position of the year 2019. 
The liquidity needs to be managed in the position so that the owned assets of the company are more than the amount of the liabilities that it is owing. The interest coverage ratio has reduced that is showing that the company has more management of its amount in terms of the interest payment that they have to bear. The interest the company is paying has reduced slightly which is also showing a good indication that the company is lowering the attached liability costs that they are bearing.  
Efficiency Position
The asset turnover has also having a slight improvement as noted in the position of assets turnover of the company which is showing that the abilities of the company's assets to generate the revenues is increasing. Positions of the acid are improving which is showing that the company is more organized and managed towards operating effectively with its Assets and the meeting with all the liabilities that might arise. Asset Management in terms of liability is improving along with the improvement in the overall asset management of the company. 
On the other hand, the efficiency of the operations of the company can be analyzed from the point that at what level the company has managed its debtors, creditors, and inventory cycles. The company has to manage its operations from all these stakeholders efficiently to manage effective cash flow cycles and have the enhanced company operations and performance. The stock holding days have increased on the one hand showing the position that in the year 2002, the company has to hold its inventories for a longer period of 79 days as compared to the hold of 77 days in 2019. This shows that the stock needs to be managed for more days by the company that might increase the cost of holding and storage. While on the other hand, the debtor payments were previously received in 72 days while now the debtors are paying the amount in 67 days. This shows that the company is receiving its cash from the outside parties in lesser days. The receivables cycle has improved of Chocco Plc in FY 2020 as compared to the position of the year in 2019.  
In the efficiency ratio position, the company has improved its position slightly in the terms of managing its debtors but the stock management needs to be improved so that the company does not have to hold the higher inventory in the stock and also do not impose the higher costs of storage and holding and having the effective management of its operations. 
Gearing Position 
The gearing ratio as computed in these ratio analyses is the comparative study of the debts and the equity of the company. The amount of debt is the liability of the business with the equity of the business. The total debts of the company have increased in FY 2020 as compared to the held debts in FY 2019. Also, the company is showing an increasing trend in the amount of equity that it is having. The increase in the debts is slight as compared to the equity increased. The gearing ratio has improved and this is also showing the position that the company has improved its debt management and also has made an increased equity holding and the people are making higher investments in Chocco Plc. 
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From the report it can be concluded that the company is operating in an effective position and the income statement, as well as the balance sheet, is helpful in showing the financial health of the company effectively and also the Chocco Plc is operating at an efficient position in the FY 2020 in the terms of its profitability, efficiency, liquidity as well as gearing in comparison to the position of its analysis and the financial health of the FY 2019. 
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