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QUESTION 1


ECCLES PLC          INCOME STATEMENT FOR THE YEAR ENDED 31-st DECEMBER 2019
                                                                                                                                           £
REVENUE/SALES (W)                                                              827,630
COST OF SALES                                                                     ( 578,650 ) 
GROSS PROFIT                                                                       248,980
DISTRIBUTION COST                                                               (28,000)
ADMINISTRATION EXPENSES (W1)                                      (38,000)
OPERATING PROFIT                                                               182,980
INTEREST PAID                                                                           (2,000)
PROFIT BEFORE TAX                                                               180,980
TAX (W2)                                                                                   (68,000)
PROFIT FOR THE END OF YEAR  31-st DECEMBER 2019             112,980












WORK SHEETS    QUESTION 1

(W) The amount of total sales plus the amount of goods (£980), which were sent to customers on 31-st December 2018.
              Or: £ (826,650 + 980) = £ 827,630

(W1)    Administration expenses, which we already know, plus owed from commission of £3,000 coming from salesman, plus Directors remuneration.
             Or: £ (30,000+3,000+5,000) = £38.000

(W2)   Corporation tax for the year, which is estimated at £68,000.













ECCLES PL       Statement of financial position for the year ended 
                                  31-st December 2019
                                                                                       £                       £
                                                        ASSETS
 NON-CURRENT ASSETS
 Plant and equipment                                          632,730                           
                                                                                                           632,730

CURRENT ASSETS
Stock                                                                       330,600
Debtors (a)                                                            171,105
CASH AND BANK                                                     12,900          514,605     

TOTAL ASSETS                                         1,147,335

                                                   LIABILITIES
                                            Current liabilities
Account payable                                                     171,355
Corporation tax                                                         68,000
Sales commission payable (b)                                   3,000
                                                                                                        242,355      

                                       NON-CURRENT LIABILITIES
4% Debentures                                                       100,000       100,000

Total liabilities                                             342,355

Equity
£1 Ordinary shares                                                  310,000
10% £1 preference shares                                     300,000
Retained earnings (c)                                              244,980
Ordinary dividend  paid                                          (20,000)
Preference dividend  paid                                      (30,000)
Total equity                                             804,980
                                                                    1,147,335                            
                                                                 













Work sheet for Statement of financial position

a)  Total amount of debtors plus £980 from goods which was sent to customers, but the payment it is not done, it will be paid on 28-th February 2019
Or: £ 170,125 + 980 = 171,105

b) Amount of £ 3,000 commission owed from salesman December, the payment is due on 31-st January 2019.

    c) Retained profits at 1-st January 2018, plus generated profit for the end of 31-st December 2019
Or: £ 132,000 + 112,980 = £ 244,980


The statement of financial position is a financial report of the business showing amounts of the assets, liabilities, and equity of the owner of the business.














Question 2

                   CHOCCO  PLC
SCHEDULE OF RATIOS FOR        2019 AND 2018
                    
                   INVESTMENT RATIOS
Return of capital employed (a)
Profit before interest / assets employed x 100% =
805 / 7,225 x 100% = ……………………………    11,1%
699 / 7,041 x 100% = ……………………………………………  9,2%

Return on equity
Earnings / Ordinary share capital and Reserve x 100% =                                                   
431 / 3,088 x 100% = ……………………………..  13,9%
366 / 2,912 x 100% = ………………………………………….  12,5%

Earnings per shares
Earnings / number of ordinary shares =
431 / 300 = …………………………………………….  1,4p.
366 / 300 = ………………………………………………………..  1,2p.
                                                            

Price earnings ratio
Market price / Earning per share =
5,12 / 0,71 = ………………………………………….    7,2
4,00 / 0,61 = ………………………………………………………    6,5

                              Profitability ratios
Gross profit margin
Gross profit / Sales x 100% =                                             
3,503 / 6,738 x 100% = …………………………..   52%
3,345 / 6,441 x 100% = ……………………………………….   52%

Operating profit margin
Operating profit / sales x 100%=
805 / 6,738 x 100% = ………………………………. 12%
699 / 6,441 x 100% = ………………………………………….  11%                                                     

                       EFFICIENCY RATIOS
Assets turnover (b)
Turnover / Assets Employed =
6,738 / 7,225 = ……………………………………….. 0,93%
6,441 / 7,041 = ………………………………………………… 0,91%
                                                         


Stock holding period
Inventory / Cost of sales x 365 days =
708 / 3,235 x 365 days = ……………………… 79,8days
659 / 3,096 x 365 days = …………………………………. 77,7days

Debtors collection period 
Trade receivable / Credit sales x 365 days=                    
1,249 / 6, 738 x 365 days = …………………. 67,6days
1,287 / 6,441 x 365 days = ……………………………… 72,9days


Creditors payment period 
Trade payable / Credit purchases x 365 days =                      
583 / 3,235 x 365 days = ……………………. 65,7days
655 / 3,096 x 365 days = ………………………………… 77,2days

                    LIQUIDITY RATIOS
Current ratio
Current assets / Current liabilities =                                         
2,303 / 2,511 = …………………………………….  0,9
2,355 / 3,046 = ……………………………………………..   0,8



Quick asset ratio ( C )
Current assets – Inventory / Current liabilities =
1,595 / 2,511 = …………………………………….  0,6
1,696/ 3,046 = ………………………………………………..    0,5
                  
                   FINANCING RATIOS
Gearing ratio
Debt / Debt + Equity x 100% =
4,137 / (4,137+3,088) x 100% = …………….. 57,2%
4,129 / (4,129+2,912) x 100% = ………………………….. 58,6%

Interest cover
Profit before Interest / Interest charges =
805 / 226 = ………………………………………….  3,5%
699 / 181 = ………………………………………………………..  3,8%
















QUESTION 2    WORKING SHEET

a) Return on capital employed
 To find return on capital employed we use:
Total assets – current liabilities = assets employed
2019   £m.      9,736 – 2,511 = 7,225
2018   £m.      10,087 – 3,046 = 7,041

b) Assets turnover
Total assets – current liabilities = assets employed
2019 £m.    9,736 – 2,511 = 7,225
2018 £m.    10,087 – 3,046 = 7,041

    C)    Quick ratio
     Current assets – inventory
2019   £m.   2,303 – 708 = 1,595
2018   £m.   2,355 – 659 = 1,696











Comments
Analysing the financial statement of Chocco PLC we have some view how the company has made during the past two financial years. With accounting ratios, we create a picture of goods and assets movement for a period, and it is used to review a different trend of entities inside of income statement and statement of financial position. 
Ratio of return on capital employed is related and compares the financial benefits earned, and the fund which has used profitably its resources. A lower value of return on capital employed indicate lower profitability. Higher means more efficient use of capital.
Net profit margin ratio is indicating of success for the company, and its telling to us safety of the price of goods. Sometimes even with lower percent on this ratio we can have no trouble for the company to make some loss. Many times, we can see when the commodity price dropped, demand for these goods it is jumped. That could mean adding some not planning discounts. If the value of this ratio is high, it could be because of selling price was higher than demand. 
Asset turnover ratio show the effectively use of assets to make great sales. Lower result means lower rate of depreciation. High result on this ratio can be if the company keep lower price for selling of goods to maximize volume of selling products.
Current ratio indicate if there are enough short-term assets to pay current liabilities. Some issues can affect this ratio and that can be poor stock or credit control, expansion, or repayment of finance. High volume indicates inefficient management of the company.
Quick asset ratio does not include inventory on its formula, and that should be because, the company was converting of some inventory into easy cash resources to make payment, which it could not been possible to do without help from that resources.
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