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QUESTION 1 

A)

INCOME STATEMENT FOR THE YEAR ENDED   
31 DECEMBER 2020


	
	£’000

	Revenue 
	826.650

	Cost of sales
	 577.670

	Gross profit
	248.980


	Directors remuneration
	(5.000)

	Distribution costs
Commission
	(28.000) 
(3.000)

	Administration expenses
	(30.000)

	Operating profit
Debentures 4% 100.000
	182.980
(4.000)

	Profit before tax
Taxation
	178.980
(68.000)

	

	Profit for the period
	110.980 
 

	
	























STATEMENT OF FINANCIAL POSITION AS AT
 31th DECEMBER 2020

	

	ASSETS
	
	

	Non current assets
	
	

	Property, plant & equipment
	632.730
	

	
	

	
	
	

	Current assets
	
	

	Cash and bank 
	12.900
	

	Debtors
	170.125
	

	Stock (330.600+980)
	 331.580
	

	
	
	 514.605

	Total assets
	
	 1147.335 

	 
	
	

	LIABILITIES
	
	

	Current liabilities
	
	

	Creditors 

	171.355

	

	Tax
Commission
Interest paid
	                      
	68.000
3.000
2.000


	

	
	
	 244.355


	Non-current liabilities
	
	

	4% debentures
	4,000
	

	

	
	
	4.000

	Total liabilities
	
	346.355 

	
	
	

	
	
	

	EQUITY
	
	

	Ordinary share 
	
	310.000

	Preference share 
	
	300.000

	
	
	

	Retained profit at 1st January 2020
	
	194.980  

	Total equity

Total equity + liability
	
	804.980

1151.355

	
	
	



B) Why does the statement of financial position balance?

 Statement of financial position or balance sheet is one of the major financial statements along with income statement and cash flow statement.
 Statement of financial position is a list of assets, liabilities, and equity of an organization as of the report date. (FutureLearn, n.d.)
Is a summary of our revenue earned and expenses incurred over a period of time.

This is a legal requirement for all companies with limited liability to help show their total business value.

All the information that statement of financial position provide can influence future decision: financiers investigate a company's credit rating, Competitors can check the profit that the company earned.

Assets is what the business owns is divided in current this value is probably going to change in the short term and non-current assets usually owned for longer than a year. 

Current liability is what the business owes or is debit that the business will pay back in short amount time, also there is non-current liabilities is a bank loan or debentures that the company do not need to pay back in less than 1 year (Viscusi,1993).

Net assets indicate the value of the company once all liabilities have been removed from assets.

The principal reason that the statement of financial position balances is the accounting principle of double entry.
When the company decides to sell assets, its account will decrease while the cash account will increase by the same amount so that everything continues to balance.
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                                              QUESTION 2

A)ACCOUNTING RATIOS


                                            INVESTIMENT RATIO
                                        
     
 Return on capital employed (ROCE)                            Profit before interestx100%
                                                                                                   Assets employed


2020 =  805/ 7225 (9.736 – 2.511) x 100% = 11.14

2019=  699/ 7041(10.087 – 3046)x 100% = 9.92




Return on equity (REO)                                                          Earnings x 100%
                                                                                 Ordinary share capital and reserves

2020= 431/ 3088 x 100% = 13.95%

2019= 366/ 2912 x 100% = 12.56%



Earnings per share Earnings                                               Earning              
                                                                                   Number of ordinary shares


2020= 431/ 3.503= 12.30

2019= 366/ 3345 = 10.94	


                                      PROFITABILITY RATIOS

Net profit margin                                                    Net profit x 100%
                                                                                         Sales


2020=  805/ 6738 X 100% = 11.94


2019=  699/ 6441 X 100% = 10.85

                                    
                                       EFFICIENCY RATIOS

Asset turnover                                                             Turnover (Revenue)
                                                                                       Assets employed

2020 = 6738/ 7225 (9736- 2511)= 0.93

2019= 6441/7041( 10087 – 3046)= 0.91




 Stock holding period                                      Stock holding period Inventory x 365
                                                                                       Cost of sales


2020= 708/3235x365 = 79.88

2019 = 659/ 3096 x 365 = 77.69







Debtors collection period                                      Trade receivables x 365
                                                                                         Credit sales


2020=  1249/ 6738 x 365 = 67.65

2019= 1287/ 6441 x 365 = 72.93


                                    
                                      LIQUIDITY RATIOS


Current ratios                                                              Current assets  
                                                                                     Current liabilities
      
[bookmark: _Hlk81582528]2020=  2303/ 2511= 0.92

2019= 2355/ 3046 = 0.77
                  

                                    FINANCING RATIOS


Gearing ratio		                                                      Debt    x 100%
                                                                                            Debt + equity


2020=  4137 /  7225 (4137+ 3088)x 100% = 57.25

2019=  4129/ 7041 (4129 + 2912) x 100% = 58.64




Interest cover                                                                    
                                                                                Profit before interest
                                                                                    Interest charges


2020=  805/ 226 = 3.56

2019= 699/ 181 = 3.86




B) USING THE INFORMATION IN THE FINANCIAL STATEMENTS AND THE RATIOS YOU HAVE CALCULATED, COMMENT ON THE FINANCIAL PERFORMANCE AND POSITION OF CHOCCO PLC.
Is possible to get basic information, such as debts that company have accumulated, or are not collecting receivables quickly sufficient. 
To calculate ratio is important to know that they are two components of this ratio which are current assets and current liabilities.

Financial ratios give the possibility to understand the company’s performance, the efficient will be higher when different period is compared.

Current ratio: 
The current ratio indicates the company's liquidity capacity.
The company has in 2020 has £0.92 of current assets and in 2019 has £0.77
Is possible to understand that in 2020 is in a better position to pay its liabilities.
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