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ANSWER ONE OF SECTION A AND ONE OF SECTION B

SECTION A (Answer Question 1 OR Question 2 but NOT both)

1. Briefly discuss the financial accounting concepts and its importance to Motorsports or Logistics industries.
 (50 marks)



The accounting concepts are a series of basic preconditions, rules and regulations for the recording of business transactions and prepping accounts. Each of the 12 accounting concepts can provide vital assistance to help with the running of a logistic business as a means to ensure its survival and that is continues to prosper. 

The first of these concepts is the business entity concept which stipulates that an organisation and the business are referred to as being two detached entities. This in essence means that the transactions endorsed and carried out by a business are completely separate to those being undertaken by the business owner. To put this into a greater context, a business owner could have cash of 15000 whilst the business itself might have a sum of merely 2000.In Addition, the concept also indicates that if the business owner bestows money into the business then this is classed as being a liability from the business to the owner. Furthermore, it also states that if a business owner was to take from the business this would be deemed as being a drawing.
The utmost importance of this within the logistics industry is that provides a level security that company money is not being misused and  that there is ownership to where money has come from which therefore reduces the chance of a firm’s accountant entering any wrong figures into the books of accounts.
The second concept address money measurement details the assumption that all business transactions are delt in monetary terms. To exemplify, a company might have a fleet of 30 truck which equates to 200,000,machinery worth 80,000 and a warehouse to house their fleet worth 200,000 all these assets then recorded when a book of an accounts at the exact price of when the company has obtained them. Furthermore, the concept also addresses that there are physical entities that can’t be measured in monetary form such as an employee’s level of empathy or allegiance towards the company.
The weightiness of this within logistics helps to assist provide a sense of overall clarity and a level of regularity during the transportation of stores and equipment   
The third concept is going concern that for an unspecified period of time, a business can continue to carry out its activities, to put it simply this means that is a level of continuity and that the business won’t be dissolved in the immediate future. The significance of this concept, this concept helps with producing financial statements. On the basis of this concept, depreciation is charged on an asset it provides a level of assurance to shareholders that they will get a revenue on their investiture Without the aid of this concept, the price of a fixed asset will be handled as an expense in the year of which it was purchased.
 
The accounting period concept stipulates that all business transactions are noted in the books of accounts on the given that profits on these transactions are observed over a set time period. The concept also presupposes that the ill-defined length of the business is known as the accounting period, which may be one year ,2 months or one month. The periodicity concept assists in forecasting the financial future vision of the business. It contributes to the calculating of tax on business income for a certain length of time. It enables banks, financial institutions creditors to evaluate and examine the efficiency levels of an organisation over a period of time.
This concept can provide a logistics companies to effectively evaluate assess their performance of a certain time duration and aids them in being able to effectively manage their tax levels, calculate the amount of money that they owe to a loans company or other shareholders.
The accounting cost concept stipulates that all assets are registered in the books of accounts and their purchase price. Which includes expenses incurred in business and acquiring a new client or purchasing assets such as machinery or transportation. The consequence of cost concept is if the business entity fails to pay nothing for an asset it won’t appear in the books of accounts. Assets have to be shown at the price of which it has been purchased which could be confirmed through supporting evidence such as receipts. They can be used to figure out the devaluation of a fixed asset.
For logistics this helps within the transportation sector of the logistics industry as it allows them to work out the associated costs that may been involved within the transporting of their goods and services. In addition, the concept can provide further clarification of the amount of money that additional third party logistics based providers how much the company that is using their services needs to pay. 
The dual aspect concept supposes that every transaction is double acting. Thus, it should be documented that two places on both aspects of the transaction must be recorded within the books of accounts, such as goods bought with cash and those items bought with credit. This concept enables accountants to support any mistakes that may have occurred within the books of accounts. 
The concept provides a level of transparency to ensure that no errors would be found to ensure that costs is highly effective to determine the that associated costings for stock inventory in a warehouse matches the stock that is being distributed out. 
The realisation concept sets out that revenue from any business transaction is to be listed in the books of accounts when it is realised. Realisation means there has been a statutory right established to allow money to be received. It’s assists in making accounting information more purposeful and specifies that transactions must be logged when stock is delivered to a customer.
The accrual concept under accounting states that revenue is realised during time of which goods or services are sold in spite of the fact when cash is received. It establishes what is the actual expenditure and actual earnings of a company over a certain period of time whilst assisting in determining the net profit of the company.
The application of an accrual concept helps to assist in ensuring that accounting records are kept in a uniformed manner 

The matching concept stipulates that the revenue and expenses that are involved to earn the revenues should be part of the same account period. It directs have expended our expenses must be matched with revenue to establish the exact profit or loss during a specific time period. Additionally, it provides to be particularly valuable for both investors and shareholders to obtain the actual amount of profit or loss for their business.
This concept enables a logistics company to determine the correct profit and loss of their business within the that accounting year
The consistency concept ensures that accounting policies are followed consistently to achieve the intention of comparing the financial statements of various periods or for that matter of multiple entities.
Conservatism concept states that the entity needs to prepare and maintain its books of accounts on a prudent basis. The conservatism concept says that the entity have to provide for expected loss or expenses however it does not recognise future revenue expected.
Materiality concept is the removal of transactions that are too small to recognise and do not impact on the analysis of the transaction records


















2. Why are the sources of finance available to firms so important?  What are the main sources of finance and which activities of a business might they finance? 

(50 marks)















SECTION B (Answer Question 3 OR Question 4 but NOT both)

3. Calculate the ratios from (a) to (j) below.

[bookmark: _Hlk56017762]The information below is from Paul Smith, a sole trader.

 Trading and Profit and Loss Account Year Ended 31 December 2019


	
	£
	
	£

	Sales
	
	
	12,500

	Less Cost of Sales
	
	
	

	Opening Stock
	4,000
	
	

	Add Purchases
	3,000
	
	

	
	7,000
	
	

	Less closing stock
	3,000
	
	4,000

	Gross Profit
	
	
	8,500

	Less Expenses
	
	
	1,250

	Net Profit
	
	
	7,250

	
	
	
	

	Other Information
	31.12.2017
	
	31.12.2018

	
	£
	
	£

	Total assets
	5,000
	
	6,000

	Closing capital
	5,400
	
	4,500

	Debtors
	1,500
	
	1,250

	Creditors
	1,500
	
	1,500

	
	
	
	

	Note:  All of Paul Smith’s sales and purchases are on credit.




Calculate the following profitability and efficiency ratios:

a) Return on capital employed (Correct answer 1 mark; calculations shown up to 4 marks)
· Net profit = 7,250
· Capital employed  5,400 + 4,500 (closing capital of 2017 + 2018) = 9900/2 = 4950  
· 7,250/4,950 = 1.46 x 100 = 146.46%  rounded to 146.5%

b) Gross profit ratio (Correct answer 1 mark; calculations shown up to 4 marks)
· Gross profit = 8,500  
· Sales =12500   
· 8,500/12,500 = 0.68 x 100 = 68%

c) Net profit ratio (Correct answer 1 mark; calculations shown up to 4 marks)
· Net profit = 7,250  
· Sales = 12,500     
· 7,250/12,500 = 0.58 x 100 = 58%

d) Debtors collection period (Correct answer 1 mark; calculations shown up to 4 marks)
· Debtors 1,500 + 1250 (debtors total for 2017 and 2018) = 2,750/2 = 1,375  
· Sales = 12,500 
· Days in a year = 365   
· 12500/365 = 34.2 rounded down  to 34   
· 1375/34 = 40.4 rounded down to 40 days

e) Creditors collection period (Correct answer 1 mark; calculations shown up to 4 marks)
· Average creditors 1,500 + 1,500 (creditors total for 2017 and 2018) = 3,000/2 = 1,500
· Credit purchases per day  1,500 + 1,500 (creditors total for 2017 and 2018) = 3000 
·  Days in a year = 365
· 3,000/365 = 8.219 rounded down to 8
· 1,500/8 = 187.5  rounded up to 188 days    

f) Stock turnover ratio (Correct answer 1 mark; calculations shown up to 4 marks)
· Cost of sales  = (Opening stock) 4,000 + (Add purchases) 3,000 = 7,000 – (less closing stock ) 2,700 = 4,300 
· (Opening stock) 4,000 + (Add purchases) 3,000 = 7,000/2 = 3,500
· 4,300/3,500 = 1.2 times

g) Asset turnover ratio (Correct answer 1 mark; calculations shown up to 4 marks)
· Sales =12,500
· Average total assets 5,000 + 6,000 (total assets for 2017 and 2018) = 11,000/2 = 5,500
· 12,500/5,500 = 2.27 rounded up to 2.3 times


NOTE:   Show ALL calculations







[bookmark: _Hlk56017820]The following information is from Mac Samuels’ balance sheet as at 31 March 2015.

	Current Assets
	£
	
	
	Current Liabilities
	

	Stock
	20,000
	
	
	
	

	Debtors
	10,340
	
	
	Creditors
	15,340

	Cash
	15,000
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	Long-term Liabilities
	

	
	
	
	
	Borrowing
	30,000

	
	
	
	
	
	

	
	net Assets
	
	
	net Liabilities

	Total 
	45,340
	
	
	
	45,340




Calculate the following liquidity and gearing ratios:

h) Current ratio (Correct answer 1 mark; calculations shown up to 4 marks)
· (Net assets) 45340 / current liabilities (15,340)   
· 45340/15340 = 2.955 rounded up to 2.96


i) Quick ratio (Correct answer 1 mark; calculations shown up to 4 marks)
· (Net assets) 45340 – 20,000 ( stock) = 25340
· Current liabilities = 15340
· 25340/15340 = 1.651 rounded to 1.7 times


j) Gearing ratio (Correct answer 1 mark; calculations shown up to 4 marks)
· Long term borrowings 30,000 (long term liabilities) 
· Long term capital 45,340 (net assets) + 30,000 (long term liabilities = 75,340
· 30,000/75,340 x 100 = 39.81 rounded to 39.9 %


NOTE:   Show all calculations
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4. Amy Jones starts her logistics business on 1 January with £5,000 in the bank.  Her plans for the first six months are as follows.

	(a) Payments for goods will be made one month after purchase:
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	January
	February
	March
	April
	May
	June
	
	
	
	

	
	£25,000
	£18,750
	£21,000
	£23,400
	£25,900
	£33,100
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	(b) All sales will be cash sales:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	January
	February
	March
	April
	May
	June
	
	
	
	

	
	£40,000
	£35,000
	£33,600
	£37,440
	£41,440
	£49,760
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	(c) Expenses will be £10,000 in January and will rise by 2.5% per month.  
They will be paid in the month incurred.



Required: Prepare Amy Jones cash budget from 1 January to 30 June. (50 marks)
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