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1.
a) Dale’s ledger accounts for the year 31 December 2019
	[bookmark: _Hlk64718730]01.01.19   Balance b/ d            5000 £
31.12.19 Fish                           45000£
31.12.19 Cash                          3000£
                                                    53000£
 
01.01.20 Balance b/ d             12000£
	31.12.19 Dodd 	29000£
31.12.19 Delivery van              12000£
31.12.19 Balance c/d               12000£
53000£




Debit                                                     Bank account	Credit

	
	01.01.2019 Balance b/d               20000£


Debit                                                     Capital Account	Credit

	01.01.19   Balance b/ d            1000
31.12.19 Sales                         20000
31.12.19 Fish                           7000   

                                                    28000
 
01.01.2020 Balance b/ d               1000
	31.12.19 Purchases                 15000
31.12.19 Office expenses           9000
31.12.19 Bank                            3000
31.12.19 Balance c/d                 1000	
	28000



Debit                                                     Cash Account	Credit

	31.12.2019 Bank	29000
31.12.19 Balance c/d                 3000   
                                                    32000
 

	31.12.19 Purchases                 30000
01.01.19 Balance b/d                 2000	
	32000

01.01.20 Balance b/d	3000


Debit                                                     Dodd’s Account	Credit
 

	01.01.19 Balance b/d                  6000 
31.12.19 Sales 	50000

                                                    56000
 
01.01.20 Balance b/d 	4000
	31.12.19 Bank                            45000
31.12.19 Cash                            7000	
31.12.19 Balance c/d                  4000   
	56000



Debit                                                     Fish’s Account	Credit

	01.01.2019 Balance b/d	10000
	


Debit                                                     Furniture Account	Credit
	31.12.19 Dodd 	30000
31.12.19 Cash                            15000   
                                                    45000
 
 01.01.20 Balance b/d                 45000
	31.12.19 Balance c/d                 45000
	45000


Debit                                                    Purchases Account	Credit

 
	31.12.19 Balance c/d 	70000

                                                    70000
 

	31.12.19 Cash                           20000
31.12.19 Fish                            50000
                                                 70000
 1.01.20 Balance b/d                  70000


Debit                                                    Sales Account	Credit
 
	31.12.19 Cash 	9000
	


Debit                                                     Office Expenses Account 	Credit
 
	31.12.19 Bank                                   12000
	


Debit                                                    Delivery Van Account                                           Credit  
     

b) Dale Trial Balance as at 31 December 2019
	
	Debit
	Credit

	
	£
	£

	Bank
	12000
	

	Capital
	
	20000

	Cash 
	1000
	

	Delivery van
	12000
	

	Dodd creditor
	
	3000

	Fish debtor
	4000
	

	Furniture
	10000
	

	Purchases
	45000
	

	Sales 
	
	70000

	Office expenses                           
	9000
	


	     93000
	93000


		
C)                                                        Dale
Statement of Profit or Loss for the year ending 31st December 2019

Sales 	70000£
Less: Cost of goods sold 
             Purchases 	45000

Gross profit:	25000

               Less: expenses                                                                      
	Office expenses 	9000
                                    
		
          Net profit for the year                                                                           16000        

	
	Statement of Financial Position as at 31st December 2019
	

	
	
	

	
	£
	

	Assets
	
	

	Non-current assets
	
	

	Furniture 
	10,000
	

	Delivery van
	12,000
	

	
	
	

	Current assets:
	
	

	Fish debtor (receivable)
	4,000
	

	Bank
	12,000
	

	Cash 
	1,000
	

	Total assets
	39,000
	

	Liabilities
	
	

	Current liabilities
	
	

	Dodd (creditor)payable
	3000
	

	Total Current liabilities 
	3000
	

	
	
	

	Net assets
	36000
	

	
	
	

	Capital
	20000
	

	Net profit for the year
	16000
	

	Total capital
	36000
	

	
	
	

	
	
	



2. 

Profit is the income left following the elimination of company expenses, cash balance, on the other hand, is the amount of money that comes in in and out of a company at any fix period of time. Profit is more reflective of the quality of your company; however, cash flow is more important to maintain the businesses handling on a routine basis. In the long run, the loss of profits has a damaging impact on the cash.
“One of the most critical things about small business accounting is understanding the distinction between cash flow and revenue. Many entrepreneurs start companies with the intention of making a profit. Yet what they do not know is that the cash flow holds the lights on.’’ according to Heather Sattarley (2019) from Fundera.
Businesses turn a profit when cash balance is negative, and most with a lot of cash reserves but not much revenue to demonstrate it. Cash flow can only be perceived through the prism of the timeline. Many companies track cash flow on a monthly basis.

How does a company make a profit and then have no cash before the year's end?
The outcomes are going to be broken down as the main distinctions in cash flow and revenues. 
· Gross profit- “The Gross Profit (GP) of a company is the financial result achieved by deducting the cost of products sold and the tax returns/allowances from net sales revenues’’. A definition of CFI Education (2021).
· Net profit- “Net profit is the amount of money left when you deduct your gross company costs from your total income’’. on Gilroy Gannon (2021). 
· Income and expenses – “Income is money your company gets in, and the expenses are what it spends money on’’. By Marquis Codjia (2019).
· Sales – “Sales are operations related to the sale of goods or services in exchange for payment or other rewards’’. Definition from Oxford languages (2021).
In the accrual basis records all transactions will be in the timeframe. “Accrual basis is a method of recording accounting transactions for revenue when earned and expenses when incurred’’. By bookkeeper Steven Bragg (2017). 
As a result, the key difference for cash flow and profit is time. Benefit cannot inform you where revenue inflows and outflows are coming from so it cannot give you a complete view of how the business is doing financially. In other words, it cannot give a regular understanding of the company's financial health.
Profit will show you how effective your business is, but it cannot say you whether your business has the resources to succeed in the long run. On the other hand, an unviable working capital source will struggle to maintain positive return for an extended period of time.

3.
                                                  Profitability ratio
2020 	2019
1.ROCE=115150÷407420*100=38,08%              1. ROCE=118745÷546165*100=21,74
    2.Gross profit margin=	                                   2. Gross profit margin=
    =406400÷1159850*100=35,03%                        340995÷1391820*100=24,5%
     3.Net profit margin=	                                    3.Net profit margin=
    =155150÷1159850*100=13,38%                            =118745÷1391820*100=8,53%
                                                       Liquidity ratio 
      2020	     2019
1.Current ratio=390710÷241590=1,61             1. Current ratio= 528855÷430680=1,22
 1,61÷1	1,22÷1
2.Acid test ratio=                                             2. Acid test ratio=
= (390710-88760) ÷241590=1,24                   = (528855-109400) ÷430680=0,97
     1,24÷1                                                                0,97÷1
                                                     Efficiency ratios
2020	2019

Inventory turnover ratio 
 88760÷753450*365= 43days	109400÷1050825*365=38days
Days trade receivables
206550÷1159850*365=65days	419455÷1391829*365=110days
Days trade payables
179590÷753450*365=87days	345480÷1050825*365=120days
Asset turnover ratio 
1159850÷407420=2,84	1391820÷546165=2,54
Profitability: After did all the calculation which represent a great return on capital invested in both years with an improvement in 2020. Selling prices increase by 231970 in 2020. The gross profit margin raised decently in 2020, from 62% in 2019 to 99,77 % in 2020. Also, the net profit margin indicated a good increase, suggesting that operational costs are kept under control although the corporation is bigger. 
Liquidity: Assets ratio and acid test ratio showed – in 2020 the company was more liquidity than in 2019.
Efficiency: Days trade receivable and payables, have got a high level in 2019, at this problem should probably put the company cash flow problem, because the company need to received cash from debtors to pay creditors. In the 2020 the company was in the better situation, days receivable was 65 and days payables-87, it results that the company got few days in advance to pay creditors. The fixed assets were an increased level in both years, this value must make more sales in 2020 than 2019. (Dyson,2010,p233-238)
To summarise the business seems to be profitable, successful, and not a high-risk investment.
4.
a. Total expense= 1100+550=1650
b. 
Insurance
	1st January 2017	550
15th June 2017	1100

1650
1st January 2018 Prepaid b/d             550
	31st December 2017 Profit and Loss               1100
31st December 2017 Prepaid c/d 550

1650



                     
c. 
Cost                                                       25000
Year 1 20% of 250000	         5000
               20000
	Year 2 20 % of 20000	               4000
  	                16000
               Year 3 20% of 16000	                3200

                12800
               Year 3 20% of 12800	                2560

                 10240
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