Question 1
The management of Geenwood have asked you to report on the financial statements of the business for the years ending April 2016 and April 2017.  (40 Marks)
PROFIT AND LOSS ACCOUNT
					2016				2017
					£000	£000			£000	£000
Sales						11100				11500
Less: 	cost of goods sold	  					  
	Opening stock			  1600				1800
	Purchases			  4500				5800
Less:	Closing Stock			(2000)			                (2300)
						4100				5300				       
Gross Profit					7000				6200
Less:	Expenses
	Rent				1000				1000
	Rates				    70				    71
	Motor Expenses			     90				    92
	Advertising			     50				    52
	Light and Heat			     72				    73
	Depreciation			   150				  175
	Insurance			     65				    75
	Repairs	& Maintenance		   160				 190
	Bad Debts			     40				   30
	Salaries				  270				 275
	Loan Interest			    30				   45
						1997				2078					
Net Profit for the Year			5003				4122


Balance Sheet at 31 May
						2016			2017
					£000	£000		£000	£000
Fixed Assets (at net book value)			3258			 3274
	
Current Assets
	Stocks				2000			 2300
[bookmark: _GoBack]	Debtors				3480			 3800
	Cash at Bank			    10			    15
	Cash in Hand			     5			      5	
					5495			6120
Current Liabilities
	Trade Creditors			1650			 3300
	Accruals			  	 250			   232
	Bank Overdraft			 100			   220
					2000			  3752

Net Current Assets				3495			 2368
Total Assets Less Current Liabilities			6753			 5642
Long - Term Liabilities
	Bank Loans				250			  270
					               6503			5372
Represented by:
Capital						2500			3000
Profit for the Year				5003			4122
Less: Drawings					1000			1750
						6503			5372



REQUIREMENT:
(a)	Calculate suitable ratios for both financial years to aid the analysis of the financial information available.  You should discuss the trends seen in these ratios in detail, and draw appropriate conclusions about the profitability, liquidity and gearing of the organisation.

