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1.The following list of balances has been extracted from the books of Sandrolia Ltd.        
 Accounts payable                                                            25,680
Accounts receivable                                                         30,700
Carriage inwards                                                                1,840
Computer equipment at cost                                              4,500
Carriage outwards                                                              3,280
Drawings                                                                           26,000
Electricity                                                                            2,480
Loan interest                                                                          300
Provisions for doubtful debit                                                  450
Insurance                                                                             3,360
Motor vehicles at cost                                                         53,900
Capital                                                                                48,000
Opening inventory                                                               13,200
Accumulated depreciation-motor vehicles                          15,000
Accumulated depreciation-computer equipment                  2,640
Petty cash                                                                                  50
Bank overdraft                                                                      2,880
Wages                                                                                 67,440
Purchases                                                                         126,800
Rent                                                                                     23,760
Sales                                                                                  256,400
Telephone                                                                              1,400
Long-term Loan                                                                     8,000
The following information is also available:
1. The value of inventory as at 31st December 2019 was 14,400 pounds
2. Motor vehicles are to be depreciated at 30% on reducing balance basis and computer equipment at 20 % on cost.
3. A telephone bill for 180 pounds for the last three months to 31st December 2019 did not arrive early,so this is yet to be reflected in the books.
4. Of the insurance payments,640 pounds is for the year ending 31st December 2020.
5. Unpaid taxes amount to 1,500 pounds.
Required:
a) [bookmark: _Hlk87572911]Complete the Journal entries required to reflect the above aditional information
b) Draw up an updated Trial balance
c) Complete the financial statements:Statement of Profit or Loss and Statement of Financial position,for Sandrolia Ltd for the year ending 31st December 2019.
a)1.
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b)   Updated Trial balance
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3.Given below are the balance taken from Ricardo’s ledger accounts on 31’st December 2017.
Fittings                                                                                  7,300
Accumulated depreciation-fittings at 01/01/2017                 2,500
Buildings                                                                               30,000
Accumulated depreciation-buildings at 01/01/2017              6,000
Inventory at 01/01/2017                                                        15,000
Trade receivables                                                                  10,000
Allowance for doubtful debts 01/01/2017                               800
Cash in hand                                                                           50
Cash at bank                                                                           1,250
Trade payables                                                                        18,000
Capital                                                                                     19,050
Drawings                                                                                 4,750
Purchases                                                                               80,000
Revenue                                                                                  120,000
Wages                                                                                      12,000
Advertising                                                                                4,000
Rates                                                                                         1,800
Bank charges                                                                             200
The following information are also available:
1.The value of inventory as at 31st Dec 2017 was 21,000 pounds.
2.Fittings are to be depreciated at 8% on reducing balance basis and building have a 30 year life and depreciated at cost.
3.On rates payments,360 pounds is for the next accounting period.
4.Ricardo has just been notified that a debt of 600 pounds is irrecoverable.As the economy is in recession it is expected that debtors may struggle to pay so an allowance of 3% is required against the remaining receivables.
5.Ricardo has just taken 250 pounds from the bank for his personal use.
Required:
d) Complete the Journal entries required to reflect the above aditional information
e)Draw up an updated Trial balance
f)Complete the financial statements:Statement of Profit or Loss and Statement of Financial position,for Ricardo for the year ending 31st Dec 2017.
d)1.
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4.Compare and contrast liquidity and profitability.Your comparison should detail why profits and cash amounts are likely to be different in the financial statements(max.word limit:1000words)


                                                         Essay


         Liquidity and profitability are two of the business’s most important key performance indicators. In their own way and together, they demonstrate whether the business currently is or can be successful and they indicate the potential for growth and sustainability.
         Liquidity has an impact on profitability and profitability will have an impact  liquidity—so while the two are not one-in-the-same, they do go hand in hand.
Simply explained, liquidity measures the time and ability it takes to convert assets, such as accounts receivables, into cash to manage immediate and short-term financial obligations and/or emergencies. It is calculated by a set of liquidity ratios, most commonly the Current Ratio, Quick Ratio, and Cash Ratio. Profitability is how well business is actively generating financial revenue relative business size, calculated by profitability ratios such as profit margin ratios, operating margins/operating ratios, asset return ratios as well as Return on Equity and Return on Investment. Both are measures to help business owners to assess and analyze their ability for growth and sustainment.

        The difference between cash flow and profit is that while profit indicates the amount of money left over after all expenses have been paid, cash flow indicates the net flow of cash into and out of a business. Profit is shown on an income statement and equals revenues minus the expenses associated with earning that income. This measures the ongoing sustainability of the company. Cash flow measures the ability of the company to pay its bills. The cash balance is the cash received minus the cash paid out during the time period. When cash on hand is negative, the company has spent more cash than it has brought in during that time period.






Refference list:
‘’ GrowthForce | Accounting & Bookkeeping, Cash Flow Management’’
Google
https://www.industriuscfo.com/liquidity-vs-profitability/
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Computer equipment

Year Working 1 Depreciation chargeWorking 2 Net book value

20194,500x20% 900 4,500-900 3,600
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Account Debit Credit

Depreciation Motor vehicles 11,670

Accumulated depreciation 11,670
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Account Debit Credit

Depreciation Computer equipment 900 900

Accumulated depreciation
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Date Account Debit Credit

Oct/Nov/Dec 2019 Telephone bill 180

Outstanding bill 180
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Date Account Debit Credit

2020Prepaid insurance 640

Insurance 640
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Account Debit Credit

Taxes 1,500

Outstanding taxes 1,500
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Debit Credit

Accounts payable 25,680

Accounts receivable 30,700

Carriage inwards 1,840

Computer equipment at cost 4,500

Carriage outwards 3,280

Drawings 26,000

Electricity 2,480

Loan interest 300

Provisions for doubtful debt 450

Insurance 2,720

Motor vehicles at cost 53,900

Capital 48,000

Opening inventory 13,200

Accumulated depreciation-motor vehicles 26,670

Accumulated depreciation-computer equipment 3,540

Petty cash 50

Bank overdraft 2,880

Wages 67,440

Purchases 126,800

Rent 23,760

Sales 256,400

Telephone 1,620

Long-term Loan 8,000

Depreciation 12,570

Taxes 1,500

Outstanding telephone bill 180

Prepaid insurance 640

Outstanding taxes 1,500

Total 373,300 373,300
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                                                                 Sandrolia Ltd.

Statement of Profit or Loss for the year ending 31st Dec 2019

Sales 256,400

Less cost of sales:

Opening inventory 13,200

Purchases 126,800

Closing inventory 14,400

125,600

Gross profit 130,800

Add another income 350

Total income 131,150

Expenses

Electricity 2,480

Provisions for doubtful debt 450

Insurance 3,360

Motor vehicles at cost 53,900

Bank overdraft 2,880

Wages 67,440

Rent 23,760

Telephone 1,440

155,710

Net profit/Loss -24,560
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Balance sheet

Assets

Non -current assets

Motor vehicles 53,900.00

Less depreciation -16,170.00

37,730.00

Computer equipment 4,500.00

Less depreciation -900.00

3,600.00

Total non-current assets 41,330.00

Current assets

Accounts receivable 30,700.00

Less provisions for doubtful debt 450

Cash 1,050

Inventory 14,400.00

Total current assets 45,700.00

Total assets 87,030.00

Capital and Liabilities

Capital 48,000.00

Loss 24,560.00

Less Drawings 26,000.00

-2,560.00

Non-current liabilities

Long-term Loan 8,000.00

Current liabilities

Accounts payable 25,680.00

Bank overdraft 2,880.00

Outstanding taxes 1,500.00

Outstanding telephone expenses 180

Total current liabilities 30,240.00

Total liabilities 38,240.00

Total Capital and Liabilities 35,680.00
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Date Account Debit Credit

31st Dec 2017Inventory 21,000

Acc payable 18,000+21,000=39,000
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Fittings 

Date Working 1 Depreciation chargeWorking 2Net book value

2017(7,300-2,500)x8% 384 7,300-384 6,916
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Date Account Debit Credit

2017Depreciation Fittings 384

Accumulated depreciation 384
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Date Account Debit Credit

2018Rate payments  360

Outstanding rate paymente 360
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Date Account Debit Credit

2017Bank account 250

Cash 250
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Date Account Debit Credit

2017Bad debts 600

Bill receivable 600

Bad debts 282

Provision for bad debt 282
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Date Account Debit Credit

2017Bank account 250

Cash 250
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Updated Trial balance

Debit Credit

Fittings 7,300

Depreciation fittings  384

Accumulated depreciation fittings 2,884

at 01/01/2017

Buildings 30,000

Accumulated depreciation buildings 7000

at 01/01/2017

Inventory at 01/01/2017 15,000

Trade receivables 9,400

Allowance for doubtful debts at 1,082

1/1/2017

Bad debts 882

Cash in hand 50

Cash in bank 1,000

Trade payables 18,000

Capital 19,050

Drawings 5,000

Purchases 80,000

Revenue 120,000

Wages 12,000

Advertising 4,000

Rates 1,440

Bank charges 200

Prepaid rates 360

Depreciation of building 1,000

Total 168,016 168,016
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Statement ofProfit or Loss for the year ending 31st Dec 2017

Sales(revenue) 120,000

Less cost of sales 74,000

Less wages 12,000

86,000

Gross profit 34,000

Expenses

Depreciation on fittings 384

Depreciation on buildings 1,000

Bad debts 882

Rates 1,440

Advertisings 4,000

Bank charges 200

Total expenses &,906

Net profit 26,094
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Balance sheet

Assets

Current assets

trade receivables 9,600

Inventory 21,000

Prepaid rates 360

Cash in hand 50

Cashin bank 1,000

32,010

Non current assets

Fittings 7,300

Buildings 30,000

Accumulated depreciation on fittings 2,884

Accumulated depreciation on buidings 7,000

Provisions for doubtful debts 282

27,134

Total Assets 59,144

Capital 19,050

Less Drawings 5,000

14,050

Profits 26,094

Reserves 1,000

Total 41,144

Non current liability 0

Current liabilities

Trade payables 18,000

Total equity and liabilities 59,144
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Date Account Debit Credit

 31 Dec 2019 Inventory 14,400

Acc Payable 25,680+14,400=40,080
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Motor vehicles

Year Working 1 Depreciation chargeWorking 2 Net book value

2019(53,900-15,000)x30% 11,670 53,900-11,670 42,230


