


1.a)
                                  Dr                                BANK                         Cr
Balance01/01/19      £5000                                                           Dodd £ 29000 
Fish                          £45000                                                         Van   £ 12000 
Cash                        £ 3000                                                                    £41000  
                                                                                          Balance c/d   £12000
                               £ 53000                                                                    £ 53000                                                  
Balance b/d            £ 12000                                                           



                                     Dr                       CAPITAL                    Cr
                                                                                                     Balance b/d £ 20000
                                                                                            

                           Dr                        CASH                                                 Cr
Balance b/d                £1000                                                      Purchase £ 15000 
Sales                          £20000                                                         Office  £ 9000 
Fish                            £ 7000                                                          Bank   £ 3000      
                                   £28000                                                                     £27000
Balance b/d                £ 1000                                                 Balance c/d   £ 1000 
                                                                                                                     £ 28000


                          Dr                                          DODD                                 Cr
Bank                    £29000                                                      Balance b/d £ 2000 
Balance c/d         £3000                                                        Purchases   £ 30000 
                            £ 32000                                                                        £ 32000
                 




                     Dr                                       FISH                                                 Cr
Balance b/d            £ 6000                                                    Bank    £45000 
Sales                      £50000                                                    Cash   £ 7000 
                               £ 56000                                                              £52000
Balance b/d             £4000                                            Balance c/d £ 4000 
                                                                                                          £ 56000


 
                 Dr                                  FURNITURE                                             Cr

             Balance b/d £ 10000                                                          



                     Dr                                PURCHASE                                    Cr
Dodd                   £30000                                                    
Cash                   £ 15000                                     Balance c/d  £ 45000   
                           £ 45000                                                          £45000
Balance b/d        £45000

              Dr                                               SALES                                                     Cr
                Balance c/d           £ 70000                                             Cash £ 20000 
                                               £70000                                             Fish   £ 50000 
                                                                                                                  £ 70000
                                                                                              Balance b/d £ 70000 
                                                                                                
                               Dr                    OFFICE EXPENSE                  Cr 
                  Cash £ 9000


                              Dr                         VAN                                     Cr
               Bank      £ 12000
                      
BALANCE AS IT IS AT 01/01/2020

                           Dr                                      Cr
Bank          £ 12000
Capital                                                      £  20000
Cash              £1000
Dodd                                                           £ 3000
Fish                £4000
Furniture        £10000

b)    
  Dr                                      TRIAL BALANCE  AS AT 31/12/2019                             Cr
Bank       £ 12000
Capital                                                                                                               £ 20000
Cash         £1000
Dodd                                                                                                                 £ 3000
Fish           £ 4000
Furniture    £ 10000
Purchase   £ 45000
Sales                                                                                                                 £ 70000
Office exp   £ 9000
Van             £ 12000  
                   £93000                                                                                           £ 93000


c)      PURCHASE     £ 45000
         SALES             £ 70000
         OPENING INVENTORY £ 0
         CLOSING INVENTORY £ 0
GROSS PROFIT = SALES – PURCHASE (TRADING EXPENSES) =70000-45000= £ 25000
OTHER EXPENSES    £ 9000 OFFFICE

DALE
STATEMENT OF PROFIT OR LOSS AS AT 31/12/2019
SALES                            £ 70000
COST OF SALES           £ 45000
GROSS PROFIT             £25000
EXPENSES 	£9000 Office
                                        

NET PROFIT = GROSS PROFIT – EXPENSES = 25000- 9000= £ 16000























DALE
STATEMENT OF FINANCIAL POSITION AS AT 31/12/2019









3. 
LIQUIDITY RATIO

Current ratio
2019

Current assets     =       109400+419465               =   528855   = 1.23:1
Current Liabilities       345480+30200+55000            430680

2020
Current assets    =       88760+206550+95400  =  390710  =    1.61:1
Current liabilities          179590+62000                   241590


Acid test ratio
2019

Current assets – Inventory   =   528855-109400  =  419455 =   0.97:1
Current liabilities                          430680                430680


2020
Current assets – Inventory   =   390710-88760   =  301950  =   1.25:1
Current liabilities                          241590                241590

Profitability ratio
1. ROCE
2019
   Net profit             * 100 = 118745  * 100 = 24.5%
Capital employed                 546165

Capital employed = Capital + Retained Profit  = 546165  
  
2. Gross Profit Margin       
Gross Profit * 100 =   118745   =   24.5%
Revenue                   1391820.
3. Net Profit Margin

Net Profit  * 100  =  118745 *100 = 8.53%
Revenue                1391820


2020
1. ROCE

   Net profit             * 100 = 155150  * 100 = 38.08%
Capital employed                 407420

Capital employed = Capital + Retained Profit  =407420 
  
2.   Gross Profit Margin       
Gross Profit * 100=  406400  * 100= 35.03%
 Revenue                  1159850.

3. Net Profit Margin

Net Profit  * 100  =  155150 *100 = 13.37%
Revenue                1159850

Efficiency ratios
Inventory turnover=   Inventory   * 365
                                    Cost of sales


2019    109400   * 365 = 37.99
           1050825

2020   88760  * 365 = 42.99
           753450

Days trade payable= Trade Payable   * 365
                                     Cost of Sales

2019     345480 * 365 = 120
             1050825

2020    179590 * 365 = 87 
             753450

Asset Turnover Ratio =     Sales         
                                            Capital Employed 


2019    1391820 = 2.54
             546165

2020   1159850 = 2.84
            407420


Days Trade Receivables = Trade Receivables  * 365
                                              Credit Sales
2019 
          419455   *  365  =  110
        1391820

2020 
        206550 * 365 = 65 
       1159850

The Performance of the Business
      The Liquidity Ratio is showing if a company have enough assets to pay creditor, loans or other obligations. Looking at the Current Ratio for 2019 we notice that is 1.23:1 and the one in 2020 is 1.61:1 meaning that the company has more assets in 2020 to pay the debts. Overall, the company is efficient having money to pay for liabilities in both years. The Acid Ratio is eliminating the Inventory, who can expire, and is showing a more critical ability to pay the amounts due.
     The Profitability Ratio has 3 components:
· ROCE that is showing how the capital was used. In 2019 the Return On Capital Employed was 24.5% meaning that for every £100 of Capital they made £24.5 .In 2020 they performed better 38.08% meaning that for every £100 the investors will get back £38.08.
· Gross Profit Margin in 2019 was 24.5% meaning that for every £ 100 only £24.5 are Gross Profit , the rest of £75.5 are expenses . In 2020 the company had a Gross Profit Margin of 35.03% cutting down the expenses of trading.
· Net Profit Margin in 2019 (8.53%) and in 2020 (13.37%) is revealing that company has a high operating cost in both periods.
Efficiency ratios shows the ability of a company to use its assets and to manage its liabilities effectively in the short term. In 2020 the company managed better it’s assets than in 2019.



                             

4. a)   
1st January 2017     £550         for 6 months to 30th  June    2017
15th June 2017        £ 1100      for the 12 months to 30th June 2018

Total expense = £550+£550 = £1100 in the Statement of Profit or Loss for the year 2017 + a Prepayment for the year 2018.

b) 
 In the Statement of Financial Position it will be shown a prepayment of £550
1st January 2017     £550         for 6 months to 30th  June    2017
15th June 2017        £ 1100      for the 12 months to 30th June 2018
£550 for 6 months that means £1100 for 12 months and we have a prepayment of £550 from 1st January  2018 to 30th June 2018.


c)

  
	Initial purchase
	Calculation1          
	Depreciation
	Calculation 2
	Book value

	Year 1
	25000*0.2     =      
	5000
	25000-5000
	20000

	Year 2
	20000*0.2     =       
	4000
	20000-4000
	16000

	Year 3
	16000*0.2     =     
	3200
	16000-3200
	12800

	Year 4 
	12800*0.2     =     
	2560
	12800-2560 
	10240





2. 
     An increased profit during an accounting period does not necessarily mean that a company has increased cash because there are a lot of factors that can influence the cash flow. For example, the gross profit can be higher than in the previous accounting period , but the expenses could be also higher, or the cost of sale could be higher. In conclusion, an increase profit does not mean more cash.
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£

Assets

Non-current assets

Furniture 10,000

Motor vehicle 12,000

Current assets:

Trade and other receivables 4,000

Bank 12,000

Cash and cash equivalents 1,000

Total assets

39,000

Capital & Liabilities 

Capital 20,000

Profit for the period 16,000

36,000

Non-current liabilities:

Current liabilities:

Office expense 0

Trade payables 3,000

Total capital and liabilities

39,000

Statement of Financial Position as at 31st December 2017
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The Income statement

		#Business Name#

		Statement of profit or loss 

		for the period 1 January 2009 to 31 December 2009



		Sales (Less return otward)				£120,200.00

		Less cost of Sales:

		             Opening inventory 		£15,000.00

		        +   Purchases (+ carriage inwards - returns outward)		£45,000.00

		        -    Closing inventory		£5,000.00

						£55,000.00



		Gross Profit				£65,200.00



		Add other Income				£2,520.00

		Total Income				£67,720.00



		Expenses

		Accounting fees		£2,500.00

		Advertising		£7,500.00

		Bank Charges		£962.40

		Depreciation		£2,385.00

		Electricity		£2,994.90

		Hire of Equipment		£4,200.00

		Insurance		£1,221.00

		Interest		£2,401.66

		Motor Vehicle expenses		£1,203.50

		Office Supplies		£962.11

		Postage & Printing		£725.00

		Rent		£15,610.00

		Repairs & Maintenance		£1,082.00

		Stationery		£660.00

		Subscriptions		£3,690.00

		Telephone		£2,165.00

		Training / Seminars		£2,200.00

		Wages & Salaries		£5,000.00

		Total Expenses				£57,462.57





		Net Profit / (Loss)				£10,257.43















































































































SOFP

		Statement of Financial Position as at 31st December 2017



				£

		Assets

		Non-current assets

		Furniture		10,000

		Motor vehicle		12,000



		Current assets:

		Trade and other receivables		4,000

		Bank		12,000

		Cash and cash equivalents		1,000

		Total assets		39,000



		Capital & Liabilities 

		Capital		20,000

		Profit for the period		16,000

				36,000

		Non-current liabilities:



		Current liabilities:

		Office expense		0

		Trade payables		3,000

		Total capital and liabilities		39,000
























