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Sales day book
	Date 2026
	Details
	Invoice number
	Total
£
	VAT
£
	Net
£
	Sales type 1 £
	Sales type 2 £

	30 Jul
	Silver Gifts
	1250
	900
	150
	750
	400
	350

	30 Jul
	Special Crafts
	1251
	1464
	244
	1220
	0
	1,220

	30 Jul
	Pan Trading
	1252
	2640
	0
	2,640
	2,640
	0

	30 Jul
	Harlam Lights
	1253
	2,304
	384
	1920
	820
	1,100

	
	Totals
	
	7308
	1128
	3860
	3860
	2320


 Sales returns day book
	Date 20-4
	Details
	Credit note number
	Total
£
	VAT
£
	Net
£
	Sales type 1 £
	Sales type 2 £

	30 Jun
	Metal Supplies
	251
	78
	13
	65
	0
	65

	30 Jun
	Pearls
	252
	135
	0
	135
	135
	0

	
	Totals
	
	213
	13
	200
	135
	65



Deven supplies purchase order and invoice checked

	Has the correct purchase price of the paper been charged? Yes or No?
	Yes 

	Has the correct discount been applied? Yes or No?
	No

	What would be the VAT amount charged if the invoice was correct?
	200

	What would be the total amount charged if the invoice was correct?
	1200


· Task 2
The depreciation charge over 10 years using the straight line method I would calculate the fixed asset and identify  accumulation depreciation charge I will Minus depreciation charge from fixed asset which would be £80,000-£16,000=£64,000.00 which over 10 years annual depreciation would be £64,000/10=£6,400.00 per year. 
1. Introduction. Here is a report of the financial position and performance for the year finished 31st August 2026. This includes the preparation of a balance sheet in the correct format. It also provides advice for VAT, depreciating policy and the owners proposed warehouse refit and pricing strategy. A two-year forecast has been presented to illustrate the long-term impact of these decisions.
· Balance sheet from 31st August 2026. This balance sheet has been prepared in a vertical format for sole traders in the UK.
2. [image: ]Commentary. This balance sheet shows total net assets of £151,000. While the business has £189,000 of current assets, liquidity is a potential concern as cash in only £21,000 if you compare that to the £94,000 owed to the trade creditors. The owner's capital has dropped from £270,000 to £151,000 during the year due the £83,000 net loss and £36,000 of drawings. The business has potential where it is assets rich but really has to focus on cash flow and profitability which needs attention.
3. VAT ADVICE: The business is currently registered for VAT. Deregistration Will not be possible. It is only permitted, if turnover is expected to be below £88,000 threshold in the next 12 months. With the business sales of £560,000 it is unlikely to qualify. A VAT7 form would need to be submitted to HMRC within 30 days of eligibility for the registration.
Standard rate of 20% VAT is charged on motor vehicle spare parts.
Also, instead of quarterly VAT Returns you can include the annual accounting scheme. With this you can do one return per year if the business turnover is not more then 1. 35m.The cash benefit scheme can also help the business with VAT will only be paid to HMRC when you receive customers money, this can improve cash flow given the low cash balance £21,000
4. How the annual depreciation amount would be calculated using 15 years life and what difference this would make to the profit of the business over the past three years explained in down bellow.
At present depreciation on fixed asset Is calculated using the straight-line method of an estimated useful life of 10 years. With assets that cost of 80,000 To the profit and loss account. If management decide to extend the useful life to 15 years the yearly depreciation expenses would fall to £5,333.
The impact on profit would be increase or £ 2,667 For the year ended 31st of August 2026, meaning the reported net loss would improve from £83,000 to£ 80,333 looking back over the last three years the cumulative effect of using 15 year  life would be to reduce total depreciation by £8,000, which would increase both net book value and owners  capital by the same amount.
While adopting a longer useful life would enhance short-term reported performance, the policy must be supported by a reasonable assessment of how long the assets are expected to remain in use. If the 15-year estimate is not justifiable, there is a risk of overstating in both profit and the value of assets on the balance sheet.
5. Warehouse refit and price strategy, economic analysis.
The owner is considering spending £200,000 to refurbish the warehouse so more inventory can be held also alongside putting in a 10% increase on selling prices.
Potential Advantages 
Storing larger quantities of stock could enable the business to negotiate volume discounts with suppliers, lowering cost of sales percentage. It would also reduce the chance of running out of parts in the motor space sector garage is often need components and parts immediately, so having items ready and available can be a strong selling point. Because many repairs are urgent and essential, customer demand may not be highly price sensitive meaning a 10% price rise could lift revenue without a major drop in the units sold.

Potential Drawbacks 
The local market for vehicles parts it’s very competitive.you have big and large operators like euro car parts and GSF already very established in Swansea.if customers do react strongly to price, the 10% increase might cause sales volume to decline, which could offset the higher margin per item.The £200,000 project would also use up cash resources and will add £20,000 of depreciation each year,putting more strain on profitability. Whether the strategy work’s will ultimately come down to two factors, can the business keep its customers after raising prices and with the extra warehouse space translate into higher sales to justify the investment.
6. Effects of pricing strategy on profitability.
If we assume sales quantity and all operating policies stay the same, increasing prices by 10% would take revenue from £560,000 up to £616,000. Because cost of sales is based on what the business pays suppliers rather than what it charges customers, it would remain at £392,000. This means gross profit would go from £168,000-£224,000.
With total expenses not changed at £251,000, the overall result would be a reduction in the net loss from £83,000 down to £27,000. This shows that the business has a prominent level of operational gearing, because a substantial portion of costs are fixed, even a modest rise in selling price has a sizeable impact on the bottom line. however, despite the improvement Swansea motor spare would still be loss making if nothing else changes.
7. Forecast profit and loss account to 31st of August 2028.
This forecast includes the 10% increase in the selling prices, the renovation, and the refurbishment of the warehouse of £200,000 depreciation on a straight-line basis over 10 years, and an annual 3% inflation adjustment apply to expenses.
SWANSEA MOTOR SPARE FORECAST PROFIT AND LOSS ACCOUNT FOR YEAR END 51 AUGUST 2028.
[image: ]
COMMENTARY 
Even with the higher selling prices, the projections show net loss is getting larger, reaching £100,999 by £2028.The main reasons are the extra £20,000 annual depreciation from the warehouse investment and general inflation pushing expenses of each other. This focus shows and suggests that relying on only on a price increase and capital investment will not be enough to make the business profitable. To break even Swansea motor spare will need to either grow sales volume to make sure use of the extra stock capacity secure better prices from suppliers or find saving in major overhead like staff cost and vehicle expenses.
8. Conclusion 
Swansea motor spares are currently loss making and it is facing cash flow pressure despite a strong asset base. The proposed refit for the warehouse and the 10% increases in price rise will impress gross margin but based on the current cost structure, will not achieve profitability within the next two years. It is recommended that the owner also reviews major expense categories and develop a strategy to increase sales volume to utilise the additional space in the warehouse.VAT schemes such as cash accounting should be considered to ease cash flow and the depreciation policy should only be changed if a 15 year life can be justified.
image1.jpeg
Non-current assets
Fix fixed asset at cost
less- accumulated depreciation

Current assets
Inventory
Cash

© 00N O OB~ WN P

Less: currently liabilities
Trade creditors

Net current assets

Capital

Opening capital
add net loss for year
Less:Drawings
closing capital

Total assets, less current liabilities

80000
24000

168000
21000
189000

94000

270000

-83000
36000

56000

94000
95000
151000

151000




image2.jpeg




