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Question 1
a. Preparing an income statement for year ended 31st December 2019 for Eccles plc and a view of financial position as at that date 
The Income Statement is described as a business's core financial reports showing their profit and loss over a certain period.  Therefore, the profit and loss are redetermined by getting entire incomes and subtracting all expenditures from both working and non-working activities. Hence, the income report is described as one of the critical statements employed within corporate finance (comprising financial modeling) and accounting. The information shows the business’s income, prices, gross profit, trade, administrative expenditures, other expenditures, and income. An income statement comprises material about a business's revenues and expenses and subsequent net income (Dong, Bai, Zhang, and Zhang, 2019) 
The Income Report is one of the business's essential financial reports showing their income and loss.  An income statement is a fiscal report that offers a summary of over a specified time. An income statement is considered one of the crucial significant financial statements employed for stating a business's fiscal performance over a definite accounting time. The other two essential reports are the financial statement positions and information of cash flows.
Eccles plc Company
Income Statement
As of 31st December 2018
	Sales 
	
	£826,650

	Costs of sales 
	578,650
	

	Gross Profit
	[826,650-578,650] =248,000
	£248,000

	Less Operating Expenditure
	
	

	Interest paid
	2000
	

	Administrative expenses
	30,000
	

	Preference dividend repaid
	30,000
	

	Preference dividend repaid
	20,000
	

	Distribution costs
	28,000
	

	Directors remuneration
	5000
	

	Total expenditure 
	115,000
	

	Net Income
	248,000-115,000=133,000
	£133,000



B. Explaining why the report of financial position rebalances.
The report of Financial Position, also recognized as the Balance Sheet, represents the fiscal situation of an entity over a particular period.  Therefore, Statement of Financial Situation assist operators of financial statements in assessing the budgetary soundness of a unit in relations to liquidity risk, economic peril, recognition risk, and business hazard
The financial Statement position is restructured so that the total assets equal to the number of liabilities and equity. Therefore, it might result in one wonder why the financial statement position should always remain at equilibrium. The Assets of an entity might be funded from interior causes (i.e., sharing capital and incomes) or from exterior credit (line financial statements credit, trade creditors, amongst). Since the total assets of a company should be equal to the sum of capital reinvested by holders like in the form of sharing wealth and returns not withdrawn and any borrowings, the total assets of a firm should equal to the amount of equity and liabilities.
Assets=Liability Equity
Proper use of the correct amount of assets, liability, and equity results in financial statement positions to balance. Equity is described as what a company owes to its holders. Equity is obtained by subtracting total liabilities from real assets. Therefore, it presents enduring interest within a company belonging to owners. Better balancing of balance sheet demonstrates the business records are well organized and kept, and business health/ operations are conducted well. Statement of financial position aids operators of financial reports to measure the financial health of an entity 
Question 2
a. Preparing a plan of ratios for Chocco plc for 2019 and 2018.
Financial ratios are formed with arithmetical values taken from financial reports to gain meaningful material about a business. The facts found on a business's financial  balance sheet pay declaration, and cash flow statement are employed in performing a quantitative examination and assessing a business’s liquidity, leverage, development, margins, success, level of return, estimate, and more (Karavias, Spilioti, and Tzavalis, 2020).
Liquidity Ratios
Liquidity ratios are fiscal proportions measuring a business’s capacity repaying both short- and longer-term obligations. Most Common liquidity ratios comprise the following:
The current ratio shows a business’s capacity to repay off short-term accountabilities with current properties:
Current ratio = Current assets / Current liabilities
2019 current ratios
Current assets 2,303
Current liability, (2,511)
Current ratio=2303/2511=0.917
Current ratio=0.917
2018 current ratios
Current assets=2,355
Current liability, (3,046)
Current ratio=2355/3046=0.773
=0.773
Leverage Financial Ratios
Leverage ratios shows sum of capital that originates from obligation. In other terms, leverage fiscal ratios are employed in evaluating a business’s debt levels. Common leveraging ratios comprise the following:
The debt ratio, it shows relative sum of a business’s assets offered from debt:
Debt ratio = Total liabilities / Total assets
2019 debt ratio 
Total liability= (2,511) + (4,137) = (6648)
Total assets=9,736
Debt ratio=6648/9736=0.6828
2018 debt ratio
Total liability= (3,046) + (4,129) = (7175)
Total assets=10,087
7175/10,087=0.7113
b.Using the data in the financial reports and the ratios have been computed, comment on financial performance and situation of Chocco plc company
The current rate of Chocco plc in 2018/2019 is less than 1. A rate under 1 shows that the business’s debts due within a year or less are higher than its assets (the shorter-term assets anticipated being converted into cash within one year. In concept, the increased the current ratio, and the more able a business is to repay its liability as it has a higher proportion of shorter-term asset value than the cost of its short-term obligations (Ogneva, Piotroski, and Zakolyukina, 2019). The Chocco company has low current ratios demonstrating that it is hard to go credit/loan from a bank since it experiences higher liabilities than assets, so its collateral is not sufficient to safeguard for a loan in the future.
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