1. Dale has been in business for some years. The following balances were brought forward in his
books of account as at 1 January 2019:
                        £                                            £
                            Dr                                         Cr
Bank                     5,000
Capital                                                    20,000
Cash                      1,000
Dodd (Creditor)                                     2,000
Fish (Debtor)      6,000
Furniture                                                10,000
                       ---------------                  ---------------
                         22,000                             22,000
During the year to 31 December 2019 the following transactions took place:
1 Goods bought from Dodd on credit for £30,000.
2 Cash sales of £20,000.
3 Cash purchases of £15,000.
4 Goods sold to Fish on credit for £50,000.
5 Cheques sent to Dodd totalling £29,000.
6 Cheques received from Fish totalling £45,000.
7 Cash received from Fish amounting to £7000.
8 Office expenses paid in cash totalling £9000.
9 Purchase of delivery van costing £12,000 paid by cheque.
10 Cash transfers to bank totalling £3000.
Required:
(a) Compile Dale’s ledger accounts for the year 31 December 2019, balance off the accounts and
bring down the balances as at 1 January 2020.
(b) Extract a trial balance as at 31 December 2019.
(c) Complete the financial statements: Statement of Profit or Loss and Statement of Financial position
for the year ending 31st December 2019.

A) Ledger Account –  1 January 2019 -31December 2019  -1 January 2020                       
Bank Account                                                                                        Dodd   A/C
	1/1/19 balance £5000
	31/12/19Dodd £29000

	31/12/19 Fish £45000
	31/12/19 Delivery van £12000

	31/12/19 cash £3000
	31/12/19 balance£ 12000

	                     £ 53000
	                            £ 53000

	1.1.20 balance b/d £12000
	


	31/12/19 Bank £2900
	1/1/19 Balance £2000

	31/12/19 Balance £3000
	31/12/19 Purchases £30000

	£32000
	£32000

	
	

	
	1/1/20 Balance
£3000 b/c




	1/1/19 Balance £6000
	31/12/19 Bank £45000

	31/12/19                   Sales           £50000
	31/12/19 Cash £ 7000

	
	31/12/19 Balance c/d
                       £4000

	                        £56000
	                     £56000

	1/1/20 Balance b/d 
                     £4000
	


Cash account A/C                                                                                              Fish A/C
	1/1/19 balance 1000
	31/12/19 purchases 15000

	31/12/19 sale £20000
	31/12/19 office expenses  £9000

	31/12/19 Fish  £ 7000 
	31/12/19 bank           £ 3000

	
	31/12/19 balance c/d £1000

	                       £28000
	                                  £ 28000

	1/1/20 balance b/d 1000
	










                                                                      
	31/12/19 Dodd £30000
	

	31.12/19 Cash  £15000
	31/12/19 balance c/d£45000

	                           £45000
	                                       £45000

	1/1/20 balance£ 45000
	

	
	


     Purchases A/C 






Furniture A/C
	1/1/19 Balance £1000
	

	
	

	




                       
Sale A/C
	
	31/12/19 Cash £ 20000

	31/12/19 balance c/d £70000
	31/12/19 Fish £ 50000

	                             £ 70000
	                £  70000

	
	1/1/20 balance b/d £70000







	
	

	31/12/19 
Bank £ 1200
	


Delivery Van A/C





Office expenses A/C
	31/12/19
Cash £9000

	


	
	









 B)                         Trial Balance of 31/12/19
	Dr	Cr		
	Bank
	12.000
	

	Capital
	
	20.000

	Cash
	1000
	

	Dodd 
	
	3000

	Fish
	4000
	

	Purchases 
	45000
	

	Sales
	
	70000

	Office expenses
	9000
	

	Delivery van
	12000
	

	Furniture 
	10000
	

	Total
	93000
	93000




C)  Statement of profit or loss as at 31/12/19
	
	Sales 
	                             £70000
	

	Purchases
	                             £45000
	

	Gross profit 
	
	                               £25000

	Operating cost
	
	

	Office expenses 
	                             £9000
	

	
	
	

	Net Profit 
	
	                               £16000













	



Statement of financial position as at 31/12/19

ASSETS
Current Assets:             Bank                          £12000
                                         Cash                          £1000
                                         Fish  Receivable      £4000    
Non-current Assets:      Delivery Van           £12000
                                          Furniture                 £10000
Total Assets                                                      £39000
Current Liabilities:          Dodd payable        £3000
Non-current liabilities                                     £0
Capital                                                               £20000
Net Profit                                                          £16000     
Drawings                                                           £0
Total Capital & Liabilities                               £39000  


2) Profit, also known as net profits, is a primary indicator of a company's performance. That is the sum left over after all of the expenses associated with generating sales have been deducted.
   A entity can increase in profit but not necessarily increase in  cash ,the cash in entity mean money going  in and going  out and profit is also mean as net profit is how much financial gain for period of year. The entity have purchases ,sales ,expenses which mean the entity can be profitable does not mean hahe increased in cash













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 :
         2019                                                                                                                            ROCE=115150/407420*100=38.08
Gross Profit Margin =340995/1391820*100=24.5%      
Net Profit Margin =118745/1391820*100+8.53%
       2020
ROCE=115150/407420*100=38.08%
[bookmark: _Hlk65684724] Gross Profit Margin =406400/1159850*100=35.03% 
 Net Profit Margin=155150/115850*100=13.38%
Liquidity:
   2019
Current Ratio=528855/430680=1.22
1.22:1
Acid test Ratio=(5288-106400)/430680=0.97
0.97:1
   2020
Current Ratio=390710/241590=1.61
1.61:1

Acid test ratio=(390710-88760)/241590=1.24
1,24:1	

Efficiency:
2019
Inventory Turnover ratio=109400/1050825*365=38days
Days Trade Receivable =419455/1391820*365=110days
Days trade Payable =345480/1050825*365=120days
Asset turnover ration =1391820/546165=2.54
   
   2020
Inventory turnover ratio=88760/753450*=43 days
Days Trade Receivable=206550/1159850*365=65days
Days trade payable=179590/753450*354=87days
Asset turnover ratio =1159850/407420=2.84


4)  A)   The total expenses to be reported in Statement of Profit or loss : £550+£1100=£1650             

b) Statement of Financial Position as at 31/12/17
1/1/17   £550 for 6 months to 30/06/17
15/02/17 £550 from 6 months 30/12/17
15/06/7 £1100 for the 12 months to 30/06/2018

Prepayment of £550 from 1/1/18 to 30/06/18
     
                                                    Dr                                                      Cr
 In January  Insurance A/C                £1100
                     Bank A/C                                                                         £1100
In December  Prepayment A/C    £550
                           Insurance A/C                                                         £550


  C)    25000 of 20%per year 
   25000-5000/4=5000                                                                                               book value:
Year 1           25000-5000*0.20%              =     4000            25000-4000                  21000
Year 2           21000-5000*0.20%               =   3200            21000-3200                   17800
Year 3           17800-5000*0.20%               =   2560            17800-2560                   15240
Year 4           15240-5000*0.20%               =  2048             15240-2048                    13192
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