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	1. A)

Journel Entries
	
	

	
	
	

	
	Debit
	Credit

	Telephone bill account
	180
	

	Accrual account
	
	180

	prepayment account
	640
	

	Insurance account
	
	640

	Depreciation (Motor vehicles)
	11,670
	

	Accumulated depreciation - motor vehicles
	
	11,670

	Depreciation (computer eqiupment)
	900
	

	Accumulated depreciation -  comp. eq
	
	900

	Taxes
	1500
	

	Sandrolia Ltc. account
	
	1500



	B)
	
Debit
	                        Credit
	

	
	

£
	                          £
	

	Accounts payable
	
	25,680
	25,680

	Accounts receivable
	30,700
	
	30,700

	Carriage inwards
	1,840
	
	1,840

	Computer equipment at cost
	4,500
	
	4,500

	Depreciation expense ( computer equipment)
	900
	
	900

	Carriage outwards
	3,280
	
	3,280

	Drawings
	26,000
	
	26,000

	Electricity
	2,480
	
	2,480

	Loan interest
	300
	
	300

	Provisions for doubtful debt
	
	450
	450

	Insurance 
	2,720
	
	3,360

	Prepayment 
	640
	
	640

	Motor vehicles at cost
	53,900
	
	53,900

	Depreciation expense ( Motor vehicles)
	11,670
	
	11,670

	Capital
	
	48000
	48,000

	Opening inventory
	13,200
	
	13,200

	Accumulated depn – motor vehicles
	26,670
	15,000

	Accumulated depn - comp equipment
	
	3540
	2,640

	Petty cash
	50
	
	50

	Bank overdraft
	
	2,880
	2,880

	Wages
	67,440
	
	67,440

	Purchases
	126,800
	
	126,800

	Rent
	23,760
	
	23,760

	Sales
	
	256,400
	256,400

	Telephone 
	1,620
	
	1,440

	Accrual
	
	180
	180

	Taxes
	1,500
	
	1,500

	Long-term loan 
	
	8000
	8,000

	Sandrolia Ltc. Account taxes
	
	1,500
	

	
	373,300
	373,300
	




C)
	

Sandrolia Ltd
	

	Statement of profit or loss 
	

	for the period 1 January 2019 to 31 December 2019 
	

	
	
	
	

	Sales (Less return otward)
	
	£256,400
	256,400.00

	Less cost of Sales:
	
	
	

	             Opening inventory 
	£13,200.00
	
	

	        +   Purchases (+ carriage inwards - returns outward)
	£128,640.00
	
	

	       
	
	
	

	
	
	
	-£156,240.00

	
	
	
	

	Gross Profit
	
	£141,840.00
	£100,160.00

	
	
	
	

	
	
	
	

	Total Income
	
	£114,560.00
	£100,160.00

	
	
	
	

	Expenses
	
	
	

	Carriage outwards
	£3,280.00
	
	

	Electricity
	£2,480.00
	
	

	Loan interest
	£300.00
	
	

	insurance
	£2,720.00
	
	

	Wages
	£67,440.00
	
	

	Telephone
	£1,620.00
	
	

	Rent
	£23,760.00
	
	

	
	
	
	

	Total Expenses
	
	£101,600.00
	£101,600.00

	
	
	
	

	Net Profit / Loss
	
	£12,940.00
	-£1,440.00



	
















Statement of Financial Position as at 31st December 2019

	
	

	
	£

	Assets
	

	Comp. equipment
	1,860

	Motor Vehicles
	38,900

	Account receiviable
	30,700

	Cash
	50

	Inventory
	14,400

	Total
	85,910

	
	

	
	

	Capital & Liabilities 
	

	Capital
	48,000

	
Profit for the period
	12,940

	Drawings
	(26,000)

	
	34,940

	Non-current liabilities:
	

	Long-term loan
	8,000

	
	

	Current liabilities:
	

	Overdraft
	2,880

	Accruals
	1,680

	Account payables
	25,680

	Provisions for double debt
	450

	Total capital and liabilities
	30,690






2) The financial statements of an organization represent the most rigorous and effective information about it and give a clear picture of the financial aspects of the company, of performance, which can be compared with opponents.  In fact, various users understand the financial statement of an organization for their own benefit.
The balance sheet analyzes the current situation of an organization and outlines in detail the asset investment of an organization.  In fact, it contains information on debt and equity levels. The balance sheet is also an analysis of assets, liabilities, equity and debt.
Income statement is very important for investors as it reflects profit and also contains information on sales, profit, expenses and losses.  With the help of these statements investors can analyze and perceive the analysis of an organization, more precisely its performance and can highlight the future cash flow.
Cash flow statement is vital for a company as it gives investors an aspirational vision, more precisely if it has sufficient funds for expenses and purchases.  Cash flow is quite important because it has three main categories Operations, Investments and Finance, and they provide an overview of the entire company.
The financial statements of an organization represent the most rigorous and effective information about it and give a clear picture of the financial aspects of the company, of performance, which can be compared with opponents.  In fact, various users understand the financial statement of an organization for their own benefit.
The management of an organization is the most famous user of financial statements as they are the ones who make the financial statement, and they must rely on them when analyzing the progress and development of an organization.  They look at the financial statement of profit.  Cash flow, asset and liabilities etc.  Investors is the group that owns the organization and wants to maintain optimal performance.  They make decisions following a financial statement.  Customers need a financial statement to purchase goods or services.  They also want long-term partnerships and stability.  On the other hand, a strong organization can sell products or services at a discount on the profile.

4) Profitability can be explained as the last method of an organization's economic success in line with capital investment (Piementel et al, 2005, p.86).  Profit is the defining element of any investment in various projects.
Profitability is characterized as the profit of an organization determined over a period of one year and which is calculated in relation to revenue and expenses while liquidity is defined as the cash that an organization holds at any time or point.  Usually, organizations do not have liquidity because they choose to invest in various projects and an organization that has a lot of cash is not profitable because of lack of opportunities .
Gross profit, net profit, operating profit are representative ratios for calculating profit, while current ratio, liquid ratio and cash debt are ratios used to calculate liquidity.
Profitability and liquidity are essential for a company because if an organization does not have enough cash, the capital will go for a toss and the organization must borrow one that in turn will increase the interest cost of any company.  Profitability plays the most important role as the organisation needs to conduct a low profit analysis and also focus on cost reduction.
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