


1 (a).    

				   	
	
	
	 Bank account

	
	
	

	Date
	Dr
	£
	Date
	Cr
	£

	1.1.19
	Balance b/d
	5 000
	31.12.19
	Dodd
	29 000

	31.12.19
	Fish
	45 000
	31.12.19
	Delivery van
	12 000

	31.12.19
	Cash
	3 000
	31.12.19
	Balance c/d
	12 000

	
	
	53 000
	
	
	53 000

	1.1.20
	Balance b/d
	12 000
	
	
	



	
	
	Capital account 

	
	

	          Dr
	£
	Date
	Cr
	£

	
	
	1.1.19
	Balance b/d
	20 000


                                 


	
	
	Cash account

	
	
	

	Date
	Dr
	£
	Date
	Cr
	£

	1.1.19
	Balance b/d
	1 000
	31.12.19
	Purchases
	15 000

	31.12.19
	Sales
	20 000
	31.12.19
	Office expenses
	9 000

	31.12.19
	Fish
	7 000
	31.12.19
	Bank
	3 000

	
	
	
	31.12.19
	Balance c/d
	1 000

	
	
	28 000
	
	
	28 000

	1.1.20
	Balance b/d
	1 000
	
	
	




	
	
	Dodd's account 
	
	
	

	Date
	Dr
	£
	Date
	Cr
	£

	31.12.19
	Bank
	29 000
	1.1.19
	Balance b/d
	2 000

	31.12.19
	Balance c/d
	3 000
	31.12.19
	Purchases 
	30 000

	
	
	32 000
	
	
	32 000

	
	
	
	1.1.20
	Balance b/d
	3 000



	
	
	Fish’s account
	
	
	

	Date
	Dr
	£
	Date
	Dr
	£

	1.1.19
	Balance b/d
	6 000
	31.12.19
	Bank
	45 000

	31.12.19
	Sales
	50 000
	31.12.19
	Cash
	7 000

	
	
	
	31.12.19
	Balance c/d
	4 000

	
	
	56 000
	
	
	56 000

	1.1.20
	Balance b/d
	4 000
	
	
	

	
	
	Furniture account
	
	

	Date
	Dr
	£
	Cr
	£

	1.1.19
	Balance b/d
	10 000
	
	


										
	
	
	
	Purchases account
	
	

	Date
	Dr
	£
	Date
	Cr
	£

	31.12.19
	Dodd
	30 000
	
	
	

	31.12.19
	Cash
	15 000
	31.12.19
	Balance b/d
	45 000

	
	
	45 000
	
	
	45 000

	1.1.20
	Balance b/d
	45 000
	
	
	


										

	
	Office Expenses Account 
	
	
	

	Date
	Dr
	£
	Cr
	£

	31.12.19
	Cash
	9 000
	
	




	
	
	Delivery Van Account 
	
	

	Date
	Dr
	£
	Cr 
	£

	31.12.19
	Bank
	12 000
	
	




	
	             Dale’s
	

	
	Trial balance 31 December 2019
	

	
	Dr
	Cr

	
	£
	£

	Bank
	12 000
	

	Capital
	
	20 000

	Cash
	1 000
	

	Dodd
	
	3 000

	Fish
	4 000
	

	Furniture 
	10 000
	

	Purchase 
	45 000
	

	Sales 
	
	70 000

	Office Expenses 
	9 000
	

	Delivery van
	12 000
	

	
	93 000
	93 000


 (b).												   Dale’s Trial balance at 31 December 2019																				
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	Dr
	Cr

	Sales
	
	70 000

	Purchases
	45 000
	

	Gross profit
	
	25 000

	Total income
	
	25 000


	Expenses
	

	Office expenses
	9 000

	Total expenses
	9 000

	(Loss) Net profit
	-16 000


(c)Dale’s statement of profit or loss (1.01.19- 31.12.19)											                                                                                                                                                    		
																								
	
Dale’s statement of financial position (1.1.19-31.12.19) 																							
	Assets
	

	Non-current assets
	

	Furniture
	10 000

	Delivery van
	12 000

	Current assets
	

	Cash
	1 000

	Trade receivables
	4 000

	Bank
	12 000

	
	39 000

	Capital & Liabilities
	

	Capital
	20 000

	Profit for the period
	16 000

	Non-current liabilities
	

	Current liabilities
	

	Trade payable (Dodd)
	3 000

	
	39 000


																							                        2.   Accrual Concept 
Accrual accounting, or accrual accounting theory, is another name for this term.               This principle holds true for both revenue and expenditure. Revenue is recognised on the accrual basis of accounting as it is realised, whether the transaction is completed or not. 
Similarly, whether cash has been paid for the expenses, they are remembered in the accounting cycle in which they help in receiving the Revenues.                                                                 As a result, the period when cash is collected for expenses or charged for expenses has no bearing on the recognition of sales and expenses for income determination. 
The nature of revenue is that it is described as a customer's commitment to pay money for a sale or service, or to pay interest, commission, rent, or other fees in the future. Similarly, an Expense is a commitment made by a corporate organisation to pay for wages, rent, and other expenses in the future.                                                   Income (excess revenue or expenses) is linked to changes in the owners' equity, which are not always linked to changes in cash. Year after year, or time after year, the same transaction and valuation process is used. Users of the account will allow more accurate financial results comparisons from year to year. Companies are expected to report changes in accounting practises and clarify the effect of those changes.                                                                                                                                            All transactions are registered in the books of accounts under the presumption that income from these transactions will be determined over a set period. 
The accounting period definition is what this is called. As a result, this definition necessitates the preparation of a balance sheet and profit and loss account at regular intervals. This is needed for a variety of reasons, including benefit estimation, financial condition determination, and tax computation. 
Furthermore, this definition suggests that a business's indefinite existence is divided into bits. Accounting Period refers to these parts. It may be for a year, six months, three months, one month, or some other length of time. However, one year is generally considered to be one accounting year, which may be either a calendar year or a financial year. 
The Calendar Year is a year that starts on January 1st and ends on December 31st. The financial year is the calendar year that starts on April 1st and ends on March 31st of the following year. 
All transactions are registered in the books of accounts for a specific period under the accounting period definition. As a result, only the items bought and sold during the time, as well as rent, wages, and other payments made during the period, are accounted for and against the period. 								  								                                      3. Using the financial statements above, calculate profitability, liquidity, and efficiency ratios for both 2020 and 2019. Using the calculated ratios, analyse the performance of the business over both periods.								


	                                                    Profitability Ratios    																      1.ROCE      

                     2020                                                                          2019
   
155,150÷407,420×100=38,08%                                    118,745÷546,165×100=21,74%         


2.GROSS PROFIT MARGIN 

                            2020                                                                          2019  

406,400÷1,159,850×100=35,03%                                    340,995÷1,391,820×100=24.49%

3.NET PROFIT MARGIN 
   
                        2020                                                                      2019

155,150÷1,159,850×100=13,37%                                  118,745÷1,391,820×100=8.53%




                                                             Liquidity Ratios     


  1.CURRENT RATIO 

                 2020                                                                             2019

390,710÷241,590=1,61:1                                          528,855÷430,680=1,22:1

2.ACID TEST RATIO

                2020                                                                           2019

 (390,710-887,760) ÷241,590=1,24:1                           (528,855-109,400)÷430,680=0,97:1




[bookmark: _Hlk65169183]                                                             Efficiency ratios
                                            Efficiency Ratios


1.IVENTATORY TURNOVER RATIO

                 2020                                                                                   2019

88,760÷753,450×375=43 Days                                      109,400÷1,050,825×365=38 Days

2.DAYS TRADE RECIVABLES

                  2020                                                                              2019

206,550÷1,159,850×365=65 Days                               419,455÷1,391,829×365=110 Days

3.DAYS TRADE PAYABLES

             2020                                                                                    2019

179,590÷753,450×365=87 Days                                   345,480÷1,050,825×365=120 Days


4.ASSET TURNOVER RATIO

             2020                                                                                    2019

1,159,850÷407,420=2,84                                                  1,391,820÷546,165=2,54






4.
(a)(b).      550+1100=1650
                 1650÷18(month)=19.60(per month)
                Expenses reported for the year ending is 1100£ at 31.12.2017. 
            

	
	
	Insurance Account
	
	

	Dr  
	       £
	
	Cr
	£

	1.1.17
	550
	
	
	

	15.6.17
	1100
	
	
	




	
	
	Bank Account
	
	

	Dr 
	£
	
	Cr
	£

	
	
	
	1.1.17
	550

	
	
	
	15.6.17
	1100






	
	
	Prepayment Account
	
	

	Dr
	£
	
	Cr
	£

	31.12.17
	550
	
	
	


																				
	
	
	Insurance account
	
	

	Dr
	£
	
	Cr
	£

	
	
	
	31.12.17
	550





(c). Prepare a depreciation schedule to show the annual depreciation to be charged for the first four years.																						
	Year
	Calculation 1
	Depreciation
	Calculation 2
	Book Value

	1
	25 000x020%
	5 000
	25000-5000
	20 000

	2
	20000x0,20%
	4 000
	20000-4000
	16 000

	3
	16000x0,20%
	3 200
	16000-3200
	12 800

	4
	12800x0,20%
	2 560
	12800-2560
	10 240
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