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ANSWER ONE OF SECTION A AND ONE OF SECTION B

SECTION A (Answer Question 1 OR Question 2 but NOT both)

1. What are the similarities and differences between the following pan-national trade and cooperation agreements: EU, NAFTA and ASEAN. 
 (50 marks)




2. Why are the sources of finance available to firms so important?  What are the main sources of finance and which activities of a business might they finance? 

(50 marks)



































SECTION B   (Answer Question 3 OR Question 4 but NOT both)

3. Calculate the ratios from (a) to (j) below.

The information below is from John Perry, a sole trader.

 Trading and Profit and Loss Account Year Ended 31 December 2019


	
	£
	
	£

	Sales
	
	
	12,500

	Less Cost of Sales
	
	
	

	Opening Stock
	4,000
	
	

	Add Purchases
	3,000
	
	

	
	7,000
	
	

	Less closing stock
	3,000
	
	4,300

	Gross Profit
	
	
	8,200

	Less Expenses
	
	
	1,250

	Net Profit
	
	
	6,950

	
	
	
	

	Other Information
	31.12.2017
	
	31.12.2018

	
	£
	
	£

	Total assets
	5,000
	
	6,000

	Closing capital
	5,400
	
	4,500

	Debtors
	1,500
	
	1,250

	Creditors
	1,500
	
	1,500

	
	
	
	

	Note:  All of John Perry's sales and purchases are on credit.




Calculate the following profitability and efficiency ratios:

a) Return on capital employed (Correct answer 1 mark; calculations shown up to 4 marks)
b) Gross profit ratio (Correct answer 1 mark; calculations shown up to 4 marks)
c) Net profit ratio (Correct answer 1 mark; calculations shown up to 4 marks)
d) Debtors collection period (Correct answer 1 mark; calculations shown up to 4 marks)
e) Creditors collection period (Correct answer 1 mark; calculations shown up to 4 marks)
f) Stock turnover ratio (Correct answer 1 mark; calculations shown up to 4 marks)
g) Asset turnover ratio (Correct answer 1 mark; calculations shown up to 4 marks)

NOTE:   Show ALL calculations







The following information is from Henry Hughes’ balance sheet as at 31 March 2015.

	Current Assets
	£
	
	Current Liabilities
	

	Stock
	23,000
	
	
	

	Debtors
	11,542
	
	Creditors
	15,340

	Cash
	16,780
	
	
	

	
	
	
	
	

	
	
	
	Long-term Liabilities
	

	
	
	
	Borrowing
	30,000

	
	
	
	
	

	
	net Assets
	
	net Liabilities

	Total 
	51,322
	
	
	45,340




Calculate the following liquidity and gearing ratios:

h) Current ratio (Correct answer 1 mark; calculations shown up to 4 marks)
i) Quick ratio (Correct answer 1 mark; calculations shown up to 4 marks)
j) Gearing ratio (Correct answer 1 mark; calculations shown up to 4 marks)

NOTE:   Show all calculations


[image: ]



4. Jill Low starts her logistics business on 1 January with £5,000 in the bank.  Her plans for the first six months are as follows.

	(a) Payments for goods will be made one month after purchase:
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	January
	February
	March
	April
	May
	June
	
	
	
	

	
	£25,000
	£18,750
	£21,000
	£23,400
	£25,900
	£33,100
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	(b) All sales will be cash sales:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	January
	February
	March
	April
	May
	June
	
	
	
	

	
	£40,000
	£35,000
	£33,600
	£37,440
	£41,440
	£49,760
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	[bookmark: _GoBack](c) Expenses will be £10,000 in January and will rise by 2.5% per month.  
They will be paid in the month incurred.



Required: Prepare Jill Low’s cash budget from 1 January to 30 June. (50 marks)
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Gearing ratio



Asset turnover ratio



Current ratio



Quick ratio



Debtors collection period



Creditors collection period



Stock turnover ratio



Return on capital employed



Gross profit ratio



Net profit ratio
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