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1.
a) Ledger Account
	Dr
	Bank
	A/C
	Cr
	Dr
	Capital
	A/C
	Cr

	Balance b/d
	5000
	Dodd
	29,000
	
	
	Balance b/d
	20,000

	Fish
	45000
	Delivery Van
	12,000
	Bal. Cd
	20,000
	
	

	Cash
	3000
	Balance c/d
	1800
	
	
	
	

	
	52000
	
	53000
	
	20,000
	
	20,000

	Balance b/d
	12000
	
	
	
	
	
	


 
	Dr
	Cash
	A/C
	Cr
	Dr
	Dodd
	Creditors A/c
	Cr

	Balance b/d
	20,000
	Purchases
	15,000
	Bacnk A/C
	29,000
	Bal b/d
	2,000

	Sales
	20,000
	Office Expenses
	9,000
	Bank C/d
	3,000
	Purchases
	30,000

	Fish
	7,000
	Bank
	3,000
	
	32,000
	
	32,000

	
	
	Bal c/d
	20,000
	
	
	Bal b/d
	3,000

	
	47,000
	
	47,000
	
	
	
	

	Balance b/d
	20,000
	
	
	
	
	
	



	Dr
	Fish/Debtors
	A/C
	Cr
	Dr
	Furniture
	A/c
	Cr

	Bal b/d
	6,000
	Bank
	45,000
	Bal b/d
	10,000
	
	

	Sales
	50,000
	Cash
	7,000
	
	
	Bal c/d
	10,000

	
	
	Bal c/d
	4,000
	
	
	
	

	
	56,000
	
	56,000
	
	10,000
	
	10,000

	Bal b/d
	4,000
	
	
	
	
	
	



	Dr
	Purchases
	A/c
	Cr
	Dr
	Sales
	A/c
	Cr

	Cash
	15,000
	
	
	
	
	Cash
	20,000

	Dodd
	30,000
	Bal c/d
	45,000
	Bal c/d
	70,000
	Fish
	50,000

	
	45,000
	
	45,000
	
	70,000
	
	70,000

	Bal b/d
	45,000
	
	
	
	
	Bal b/d
	70,000



	Dr
	Office Expenses
	A/c
	Cr
	Dr
	Delivery van
	A/c
	Cr

	Cash
	9,000
	
	
	Bank A/c
	12,000
	
	

	
	
	Bal c/d
	9,000
	
	
	Balance c/d
	12,000

	
	9,000
	
	9,000
	
	12,000
	
	12,000

	Balance b/d
	9,000
	
	
	
	
	
	



b) Dale’s Trial balance as of 31st December, 2019
	Details
	Dr
	Cr

	
	£
	£

	Bank
	12,000
	

	Capital
	
	20,000

	Cash
	1,000
	

	Dodd
	
	3,000

	Fish
	4,000
	

	Furniture
	10,000
	

	Purchases
	45,000
	

	Sales
	
	70,000

	Office expenses
	9,000
	

	Delivery Van
	12,000
	

	
	93,000
	93,000


c) Dale’s Statements of Profit Loss
	
	£
	£

	Sales
	
	70,000

	Loss: Cost of sales
	
	

	Purchases
	45,000
	(45,000)

	Gross Profit
	
	25,000

	Loss: Expenses
	
	

	Office Expenses
	
	(9,000)

	Net Profit
	
	16,000




Dale statement of financial position for the year ending 31st December 2019
	Assets
	£
	£

	Furniture
	
	10,000

	Bank
	
	12,000

	Debtors
	
	4,000

	Cash
	
	1,000

	Delivery Van
	
	12,000

	
	
	39,000



	Capital + Liabilities
	

	Capital + Net Profit (20,000 +16000)
	36,000

	Short-term Liabilities
	

	Creditors
	3000

	
	39,000



2. An income statement's profit is proportional to earnings minus costs associated with earning that income. This metric assesses the company's long-term viability. The capacity of a corporation to pay its bills is measured by cash flow. The cash balance is equal to the amount of money earned minus the amount of money paid out over the period. When cash on hand is negative, the organization has lost more money during the time frame than it has taken in. The conundrum of positive earnings and the negative cash balance is simply an accounting issue. Using cash on items that don't turn up on the income statement usually is to blame for the case. That may also result from the time gap between when sales and expenditures are recognized and when they are collected and paid. The accrual basis in accounting is commonly used by accountants when preparing financial statements. Expenses are registered only when products or services are entirely used, regardless of when the bill is charged, using this form. Similarly, sales are registered only after a good or service is shipped to a buyer, and the firm has received the right to collect cash payment, regardless of when the consumer pays. This form, however, is not recommended because it displays profitability based on cash flow rather than the actual profit for the month. In a reporting year, standard accounting best practice applies the balancing principle, in which costs are balanced with their corresponding profits.
3.  a) Probability ratios
Gross profit margin for 2020
=  × 100%
=  × 100%
= 35.03%
For 2019,
 × 100%
= 24.5%
b) Net profit margin
=  × 100%
For 2020,
=  × 100%
= 13.376%
For 2019,
 × 100%
= 8.53%

c) Operating expenses ratio
= × 100%
For 2020,
 × 100%
= 14.73%
For 2019,
 × 100%
11.59%
d) Operating profit ratio/margin ratio
= × 100%
For 2020,
= 406,400 – 170,950
=235,450
= × 100%
= 20.3%
For 2019,
= 340,995 – 161,450
= 179,545
=  × 100%
= 12.9%
2. Liquidity ratios
a) Current ratio
= 
For 2020,
= 
=1.62
For 2019,

= 1.2
b) Acid test ratio
= 
For 2020,
= 
= 1.24
For 2019,

= 0.97
c) Efficiency Ratios
i) Asset Turnover Ratio
= 
For 2020,
=  = 1.58
For 2019,
 = 1.34
ii) Inventory turnover ratio
= 
For 2020,
=  = 16.97
For, 2019
 = 19.21
iii) Fixed Asset Turnover
 
For 2020,
  = 3.39
For 2019,
 = 2.73
iv) Receiveable turnover ratio
= 
For 2020,
=  = 2
For 2019,
=  = 2
Performance Analysis
i) Liquidity ratios
Since the current ratio is more than 1, and there is an increase from 1.2 to 1.62, in 2020, then there are more current assets than current liabilities. The firm is in a good liquidity position since inventories do not form most of the current assets.
ii) Profitability ratios
There is an increase in gross profit margin, from24.5% in 2019 to 35.03% in the financial year, 2020. This increase shows that the management is effective as represented by the returns generated from investments and sales. Similarly, there is an increase in the net profit margin, operating expenses ratio, and operating margin by 4.85%, 3.14%, and 7.4%, respectively. These increases indicate efficient management as the company has enjoyed profits.
iii) Efficiency ratio
There is a decrease in inventory turnover ratio from 19.21% in 2019, to 16.97% in 2020. These figures indicate profitability because the bank is spending less money to generate every income dollar. The debtor’s turnover ratio has remained at 2. This maintenance is fairly good as it indicates the positive management of its credit policy.

4. a)   Public liability insurance expense
1st Jan to 30th June = 550
15th June 2017 to 30th June 2018 =  1,100
1 year (R) = 1000
6 months= ?
= 
For 6 months = 550
Total insurance expenses
1st Jan to 30th June = 550
15th June to 30th June = 1100
Less Prepayment (550) = 550
Total = 1,100
b) The prepayment will be shown on the statement of financial position. A prepayment is an asset. The prepayment amounts to £550 for the 6 months up to June 2018.
c)Depreciation
1st Year
= × 25,000 = 5,000
2nd Year
=  × (25,000 – 5000) = 4,000
3rd Year
=  × (20,000 – 4,000) = 3,200
4th Year
=  × (16,000 – 3,200) = 2560
Scrapt value = (16,000 – 3200 – 2560)
= 10,240.




