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	Journal Entries
	
	
	

	Date
	Particulars
	 
	 Debit 
	 Credit 

	1
	Purchases A/c
	Dr.
	 £    30,000.00 
	 

	 
	To Accounts payable 
	
	
	 £    30,000.00 

	 
	for inventory purchased on credit 
	
	
	 

	 
	 
	
	
	 

	2
	Cash A/c
	Dr.
	 £    20,000.00 
	 

	 
	To Sales 
	
	
	 £    20,000.00 

	 
	for cash sales made 
	
	
	 

	 
	 
	
	
	 

	3
	Purchases 
	Dr.
	 £    15,000.00 
	 

	 
	To Cash A/c
	
	
	 £    15,000.00 

	 
	for purchases made
	
	
	 

	 
	 
	
	
	 

	4
	Account’s receivables 
	Dr.
	 £    50,000.00 
	 

	 
	To sales 
	
	
	 £    50,000.00 

	 
	for goods sold on credit 
	
	
	 

	 
	 
	
	
	 

	5
	Accounts Payable 
	Dr.
	 £    29,000.00 
	 

	 
	To Bank A/c
	
	
	 £    29,000.00 

	 
	for cheque paid 
	
	
	 

	 
	 
	
	
	 

	6
	Bank A/c
	Dr.
	 £    45,000.00 
	 

	 
	To Accounts Receivables
	
	
	 £    45,000.00 

	 
	for cash received 
	
	
	 

	 
	 
	
	
	 

	7
	Cash A/c
	Dr.
	 £      7,000.00 
	 

	 
	To Accounts Receivables
	
	
	 £      7,000.00 

	 
	for cash received 
	
	
	 

	 
	 
	
	
	 

	8
	Office Expenses
	Dr.
	 £      9,000.00 
	 

	 
	To Cash A/c
	
	
	 £      9,000.00 

	 
	for office expenses paid 
	
	
	 

	 
	 
	
	
	 

	9
	Van A/c
	Dr.
	 £    12,000.00 
	 

	 
	To Bank A/c
	
	
	 £    12,000.00 

	 
	for van purchased
	
	
	 

	 
	 
	
	
	 

	10
	Bank A/c
	Dr.
	 £      3,000.00 
	 

	 
	To cash A/c
	
	
	 £      3,000.00 

	 
	for cash transfers 
	
	
	 

	 
	 
	
	
	 

	 
	Total
	 
	 £  220,000.00 
	 £  220,000.00 



	
	
	Cash A/c
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To opening balance b/d
	 £               1,000.00 
	 
	By Purchases
	 £     15,000.00 

	 
	To sales
	 £             20,000.00 
	 
	By office expenses
	 £        9,000.00 

	 
	To Accounts receivables
	 £               7,000.00 
	 
	By Bank A/c
	 £        3,000.00 

	 
	 
	 
	 
	
	 

	 
	 
	 
	 
	By balance c/d
	 £        1,000.00 

	 
	 
	 
	 
	
	 

	 
	 
	 £             28,000.00 
	 
	 
	 £     28,000.00 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	Bank A/c
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To opening balance
	 £               5,000.00 
	 
	By Accounts payable
	 £     29,000.00 

	 
	To Accounts receivable
	 £             45,000.00 
	 
	By Van A/c
	 £     12,000.00 

	 
	To cash A/c 
	 £               3,000.00 
	 
	
	 

	 
	 
	
	 
	By closing balance 
	 £     12,000.00 

	 
	 
	 
	 
	
	 

	 
	 
	 £             53,000.00 
	 
	 
	 £     41,000.00 

	
	
	
	
	
	

	
	
	CAPITAL A/C
	
	

	
	
	
	
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To Bal c/d
	 £             20,000.00 
	 
	By opening Bal b/d
	 £     20,000.00 

	 
	 
	 
	 
	
	 

	 
	 
	 £             20,000.00 
	 
	 
	 £     20,000.00 

	
	
	
	
	
	

	
	
	Accounts Receivable
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To opening balance
	 £               6,000.00 
	 
	By bank A/c
	 £     45,000.00 

	4
	To sales
	 £             50,000.00 
	 
	BY cash A/c
	 £        7,000.00 

	 
	 
	 
	 
	By Closing balance 
	 £        4,000.00 

	 
	 
	 
	 
	 
	 

	 
	 
	 £             56,000.00 
	 
	 
	 £     56,000.00 

	
	
	
	
	
	

	
	
	Van A/c
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To Cash A/c
	 £             12,000.00 
	 
	By Balance c/d
	 £     12,000.00 

	 
	 
	 
	 
	 
	 

	 
	 
	 £             12,000.00 
	 
	 
	 £     12,000.00 

	
	
	
	
	
	

	
	
	Furniture & Fixture
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To opening balance
	 £             10,000.00 
	 
	By Balance c/d
	 £     10,000.00 

	 
	 
	 
	 
	 
	 

	 
	 
	 £             10,000.00 
	 
	 
	 £     10,000.00 

	
	
	
	
	
	

	
	
	Purchases
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To Accounts Payable 
	 £             30,000.00 
	 
	By Bal c/d
	 £     45,000.00 

	 
	To Cash A/c
	 £             15,000.00 
	 
	 
	 

	 
	 
	 £             45,000.00 
	 
	 
	 £     45,000.00 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	Accounts payable
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To Bank  A/c
	 £             29,000.00 
	 
	By opening balance 
	 £        2,000.00 

	 
	To Closing balance
	 £               3,000.00 
	 
	By purchases 
	 £     30,000.00 

	 
	 
	 £             32,000.00 
	 
	 
	 £     32,000.00 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	Sales
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To closing balance 
	 £             70,000.00 
	 
	Cash A/c
	 £     20,000.00 

	 
	 
	 
	 
	Account’s receivables
	 £     50,000.00 

	 
	 
	 £             70,000.00 
	 
	 
	 £     70,000.00 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	Office Expense
	
	

	Date
	Particulars
	 Amount 
	Date
	Particulars
	 Amount 

	 
	To cash A/c
	 £               9,000.00 
	 
	By closing balance
	 £        9,000.00 

	 
	 
	 
	 
	 
	 

	 
	 
	 £               9,000.00 
	 
	 
	 £        9,000.00 



	Dale Company

	for the year ending 31st December 2019

	Trial Balance

	Account Name
	 Debit 
	 Credit 

	Cash 
	 £   1,000.00 
	 

	Bank 
	 £ 12,000.00 
	 

	Accounts Receivables
	 £   4,000.00 
	 

	Van
	 £ 12,000.00 
	 

	Furniture and Fixtures 
	 £ 10,000.00 
	 

	Accounts payable 
	
	 £   3,000.00 

	Capital 
	
	 £ 20,000.00 

	 
	
	 

	Sales
	
	 £ 70,000.00 

	Purchases
	 £ 45,000.00 
	 

	Office expenses
	 £   9,000.00 
	 

	Net profit 
	 
	 

	 
	 £ 93,000.00 
	 £ 93,000.00 
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	Dale Limited 

	Profit and Loss Account 

	for the year ending 31st December 2019

	 
	 
	 

	Particulars 
	 Amount 
	 Amount 

	Revenue
	
	£   70,000.00

	Less: COGS 
	
	£   45,000.00

	Gross profit
	
	£   25,000.00

	 
	
	

	Less: operating expenses
	
	

	Office expenses
	£     9,000.00
	

	 
	
	

	Total operating expenses
	
	£      9,000.00

	Profits before interest and tax
	
	£   16,000.00

	Less: Interest
	
	£                   -

	Profits before tax 
	
	£   16,000.00

	Less: Tax 
	
	£                   -

	Profit after tax
	
	£   16,000.00
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	Dale Limited 

	BALANCE SHEET

	as of 31st December 2019

	Particulars
	 Amount 
	 Amount 

	Assets
	 
	 

	Cash and cash equivalents
	£     1,000.00
	

	Bank 
	£  12,000.00
	

	Accounts receivable
	£     4,000.00
	

	 
	
	

	 
	
	

	Total current assets 
	
	£   17,000.00

	 
	
	

	Long term assets
	
	

	Van
	£  12,000.00
	

	Furniture and Fixtures
	£  10,000.00
	£   22,000.00

	 
	
	

	Total Assets 
	
	£   39,000.00

	 
	
	

	Liabilities and shareholders’ Equity
	
	

	Accounts Payable
	
	£      3,000.00

	 
	
	

	Total current liabilities
	
	£      3,000.00

	 
	
	

	Long term liabilities 
	
	

	Loans 
	
	£                   -

	 
	
	

	Total long-term liabilities
	
	£                   -

	 
	
	

	Total liabilities 
	
	£      3,000.00

	Ordinary share capital
	£  20,000.00
	

	Net income/loss 
	£  16,000.00
	£   36,000.00

	 
	
	

	Total shareholder's equity
	
	£   36,000.00

	Total Liabilities and shareholder's equity
	
	£   39,000.00
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The term profit can be understood as the additional after all costs are being subtracted from profits. Profit is one of the core elements that every business scrutinizes. There are three significant sorts of benefit that experts examine: net profit, working profit, and net profit. Each of three notches of profit can be established on the pay statement. The cash and cash equivalents on the other hand can be understood as the cash prevalent in the business or in hand to run the daily operations of the business (Adjei, et al 2018). 
The shortfall of a profit at last has a downfall of the profits. In this instance, profit is quite significant. In case, if the zero in on income or benefit is income can be acquired. An industrialist can set up own resources as investment into the corporate. On the other hand, they would get a private company credit from a banking institution to keep the corporate running till it starts seeing income once more (Zeidan and Shapir, 2017).
In this case it has been highlighted that the profit does not necessarily means that entity has increased the cash and this statement is true as the profits does not take the cash out of the business. Profits consolidate all costs of doing business, including devaluation. Corrosion does not remove money from the businesses; it is a bookkeeping idea that diminishes the estimation of depreciable resources. So, deterioration diminishes assistances, nevertheless not money. The company may have an advantage on a definitive offer of that item, however temporarily the company is out of the money (Almeida Ramos, Bassi and Lang, 2020).
[bookmark: _Toc67503568]Question 3 
Ratio analysis is a technique that is useful in determining the overall health of the company. This technique is practiced by the companies to get an idea of how well the company is performing in terms of various areas such as profitability, liquidity, and efficiency. This analysis also indicates and helps to determine what strategies can be taken by the company to enhance the overall performance of the company (Dance and Imade, 2019).
[bookmark: _Toc67503569]Profitability
Profitability ratios are the financial ratios that are used by the user of the financial statements to assess how much profits are earned by the company. Generally, the profitability ratios are the metrics that are used by the businesses to consider how well the company generates the profit after settling all the expenses. Different industries have different policies and here under this scenario, the profitability of the performance of the business is smooth and sound. The two ratios that have been used by the company includes the two major ratios. The net profit margins are margin which determines the ratio of net proceeds to the revenues for the company or business sector (Chandra, 2017). 
The net profit margins have increased from 8.53% to 13.38% and this is due to increase in the sales and the reduction in the expenses. Moreover, managers for the most part use either use pattern or industry investigation. Pattern examination includes, for this situation, looking at the business' benefit proportions over the long term and searching for positive and negative patterns. Industry investigation is the examination of a business' benefit proportions to those of different organizations in a similar industry sector. Henceforth it is important to scrutinize the performance of the company in the era of the profitability.
The return on equity on the other hand have increased from 21.74% t0 38.08% and this reflects that the investors and the shareholders are going to receive the returns and potential benefits in future. The increase in the returns is due to increase in the net profits and as this would attract other investors in future as well. 
[bookmark: _Toc67503570]Liquidity
The liquidity ratios are the financial metrics that are useful in determining the ability of the company, on how quickly they can settle the obligations of the short-term nature. The liquidity ratios are backed by two major ratios namely two ratios. The current ratio is the measure which suggests the capability of business to use assets wisely and pay back the liabilities on time and the quick ratio suggests using the assets that are easily convertible into cash so that the cash flow cycle is maintained (Kim and Im, 2017). 
As per the above study the current ratio is 2.19 times which have improved from the previous year 2019 which was at 1.70 times. This implies that the current assets have been utilized wisely and therefore the ratio has improved. The quick ratio on the other hand ignores the inventory as it takes time to collect the cash from the inventory. The quick ratio reflects the increase from the financial year 2019, which was 1.45 times and 2.19 times in the year financial year 2020. Therefore, from the overall analysis it can be said that the liquidity position of the business is have shifted towards the positive front as the current liabilities have reduced as the trade payables have been set off. The company was also successful in segregating the potential assets and this is also helpful as the assets can be used by the company in an efficient manner (Husain and Sunardi, 2020). 
[bookmark: _Toc67503571]Efficiency
The efficiency ratios are the ratios which are useful in determining the ability of the company to recover the cash in a stipulated period as decided by the company. Under this category two major ratios that have been analyzed, which include the inventory Day`s inventory outstanding and Day`s receivables outstanding. Days Inventory Outstanding (DIO), otherwise called Days Sales of Inventory (DSI), is a productivity metric used to support the normal sum of days and business grips stock prior to sell it. This proportion is industry explicit and ought to be utilized to think about contenders and after some time. A declining proportion over the long term can demonstrate that an organization can sell stock at a speedier speed. An expanding proportion, for the most part a terrible sign, can show an organization clutched its extraordinary stock for a more extended rate than expected. DIO plays a critical part in the Cash Conversion Cycle (CCC), which is utilized to decide how long money is tied up in working capital. The days inventory outstanding of the business have increased from 38 days to 44.25 days respectively and this implies that the inventory conversion is taking time to be converted into cash and at the same time the inventory is also one of the crucial elements to maintain. It is required to have a smooth and sound inventory management system to have their daily operations working properly (Nalurita, 2017).
The day’s receivables outstanding is the financial metric that is a measure of average number of days that allows the company to receive the payment from the debtors. A higher DSO often shows that a business is offering its item to customers on layaway and holding up quite a while to gather the cash. This can prompt income issues. A lower DSO esteem suggests that it might take a business less days to collect it records receivable. That organization is quickly getting the cash it needs to make new business. Essentially, deciding the normal timeframe and group's extraordinary adjusts are carried in receivables can uncover an unbelievable preparation about the idea of the society's income. Here under this case study, the day’s receivables outstanding was 110 days in the financial year 2019 however the same has reduced to 65 days and this implies that the receivables are paying earlier before. This is a positive scenario for the company as the faster cash inflow will help the company payback the liabilities on time (Bunker, Cagle and Harris, 2019). 
Therefore, form the overall analysis it can be concluded that the position of the company is improving and if the same strategies are maintained it can reach new heights. From the point of view of the investment, it can be said that this business is worth investing and the shareholders will get the profitable returns in near future.
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	Part A
	

	
	

	Particulars 
	Amount

	1st January to 15th June 2017
	 £        550.00 

	15th June 2017 to 31st December 2017
	 £        550.00 

	Total 
	 £    1,100.00 

	
	

	
	

	Workings 
	Amount

	Total 
	 £    1,100.00 

	Total months 
	 £          12.00 

	Per month amount
	 £          91.67 

	Amount for 6 months 
	 £        550.00 



Therefore, the amount that shall be recorded in the statement of profit and loss account for the year ending 31st December 2017. 

Part B
	Workings 
	 

	Total 
	 £    1,100.00 

	Total months 
	 £          12.00 

	Per month amount
	 £          91.67 

	January to June
	 

	Prepaid amount for 6 months 
	 £        550.00 



The prepaid amount will be shown in the balance sheet as at 31st December 2017 worth £550.
Part C
	Original Cost 
	 £  25,000.00 
	
	
	

	Rate of depreciation 
	20%
	
	
	

	
	
	
	
	

	Particulars 
	 Rate  
	 Original Cost  
	Depreciation 
	Balance 

	1st Year
	20%
	 £        25,000.00 
	 £           5,000.00 
	 £  20,000.00 

	2nd Year
	20%
	 £        20,000.00 
	 £           4,000.00 
	 £  16,000.00 

	3ed Year
	20%
	 £        16,000.00 
	 £           3,200.00 
	 £  12,800.00 

	4th Year
	20%
	 £        12,800.00 
	 £           2,560.00 
	 £  10,240.00 

	Total 
	 
	 
	 £        14,760.00 
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