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BUSINESS CALCULATIONS
A business is an activity carried out with the aim of making profits while standing a risk of a loss.
The unfortunate businessmen who gets risks suffers losses instead of enjoying profits.
The aim of business organizations is to make profits. It is therefore important to note that business owners make a number of calculations so that they check their financial stand from time to time.
Some of the documents / records used to extract information for the preparation of income statement and the balance sheet include;
Receipts payment vouchers, Bank slips for schools, Journals, Cashbooks, ledgers etc.
INCOME STATEMENT: (Trading, profit & loss account.)
This is also referred to as Trading, profit and loss accounts or income statement. It’s purposely prepared to know the financial position of the business at the end of a year (trading period).
Common Terms Used Income Statements.
1. Opening Stock;
Opening stock are the items or goods which a business starts with at its commencement. For a starting business, opening stock depends entirely on goods bought from producers or wholesalers. However for a business which has operated for at least one year, its opening stock is a combination of what has been bought (new stock) and what remained unsold at the end of the previous trading period; which is carried forward as opening stock.
2. Closing Stock;
Are goods that remain unsold at the end / closing of the trading period.
 Goods which remain unsold at the end / closing of the trading period are referred to as closing stock. It is treated as an Assets in the balance sheet.
3. Average stock;
This refers to the average of opening and closing stock.
Its obtained by adding opening to closing stock and dividing by 2.
Average stock = 

4. Purchases;
Purchase are goods or items bought for resale in the business during the year. The business will continue to buy more goods for resale all-round the year. At the end of the trading period these goods are valued at their cost price to get purchases for the year.
5. Purchases returns (returns outwards)
Are good purchased by the business for resale but later it (the business) returned them to the suppliers before selling them.
Returns outwards are subtracted from purchases to get Net Purchases.
6. Net Purchases;
It is important that among the goods which are bought for resale in the business during the year (Purchases), some of them are returned (returns outwards) to their suppliers. It may be on ground that;
They are damaged, they are of poor quality, they are expired, they are of different color and they are in different shapes etc.
The value of these goods is subtracted from the value the purchases of the year to get Net purchases.
Net purchase  =  Purchases – Returns outwards (Purchases Return).
7. Goods Available for sale
This refers to the combination of goods that remained unsold in the previous trading period which is carried forward as opening stock and the net purchases of the current trading period.
Goods Available for sale = Opening stock  +  Net Purchase.
However, this is only application to continuing businesses. For a starting business, Goods available for sale is the value for net purchases.
8. Cost of sales / Cost of goods sold
This refers to the price / value at which goods (sales) where purchased.
The cost of sales figures is very important in the calculation of gross profit.
Cost of sales  = Opening stock  + Net Purchases – Closing Stock.
9. Sales 
This refers to the total value of goods sold during a trading period.
10. Sales return ( Return inwards)
Is that part of the goods sold to customers but they returned it to the business/ suppliers.  It might be due to, expiry dates, damages, wrong specifications, size, colour, etc.
Return Inward / Sales returns are subtracted from Sales to get Net Sales to get Net sales.
Net Sales  = Sales – Sales return (Return inwards)
11. Turn over (Net sales)
This refers to the total net sales of the business in a given trading period. It means the total net value of goods sold from the beginning up to the end of the trading period.
Turn over  = Cost of sales  + Gross profit.
12. Gross profit;-
This refers to the difference between the money got from sales (turnover) or total net sales) and the total cost of sales.  It’s the excess of selling price over cost price.
It’s the difference between the sales revenue and the purchase price of the goods sold. Expenses are not deducted.
Gross profit  = Sales  -  Cost of Sales.
13. Expenses;
This refers to the costs in money terms incurred to run the business on a day – to – day basis.  They may be wages, salaries, rent and rates, transport expenses, postage and telephone, printing and stationary, electricity, etc.
14. Carriage Inwards;
Carriage inwards refers to transport charges for goods purchased.
Carriage inwards are part of the cost of buying goods and therefore it is added on the value of purchases.
15. Carriage Outwards;
Carriage Outwards refers to transport charges for the goods sold.  It means the carriage charges for goods leaving the business to its customer. It is treated as the business expense.


16. Net profit;
This is the final profit after all the expenses or charges have been deducted from the gross profits and after all other incomes have been added. Expenses arise out of the need to keep the business running, e.g. transport, electricity bills, insurance premium, wages, rent, etc.
Net profit  = Gross profit – Expenses
Net profit as a percentage  =   x 100
17. Rate of turn over
This refers to the number of times the stock holding has to be sold and replaced in order to make up total sales during the trading period. It measures the speed at which stock is cleared in a given year. It’s calculated by dividing average stock into sales at cost.
Rate of turn over  
18. Mark – up or gross profit mark up;
It’s the gross profit expressed as a percentage of cost of sales or cost price.
Mark up   =  x 100
19. Margin or Gross Profit Margin
It’s the gross profit expressed as the percentage of the sales or selling price.
Margin =   =  x 100
20. Stock – taking;
Is the act of making a list of goods or items possessed by the business?
These items may include; rice, soft drinks, sugar, Tea among others. During that period, trading activities are stopped and each item is physically counted and recorded on stock sheet; (stock sheet is a list where counted items have been posted)
21. Stock Valuation;
Stock – valuation is the act of calculating values of all goods / items held in the business. After stock taking, a stock – sheet is handed over to the accounts department for stock- valuation.
Stock can be valued at cost price; the price at which the goods were bought or at selling price; the price at which the businessman intends to sell the good.
Examiners usually get extracts from businessmen books of accounts and then require candidates to calculate Average Stock, purchases / Net purchase, Cost of Sale, Gross profits, Net profits, Sales/ Net Sales, Rate of Turnover, Margins, Mark Up, etc.

SUMMARY OF FORMULAE USED IN FINAL ACCOUNTS
1. Average stock 	= 	
2. Net purchases      =     Total Purchases – Purchases Return (Returns outwards)
3. Goods available for sale = Opening stock + Net purchases
4. Cost of sales = Opening stock + Net purchase – Closing stock
5. (i) Net sales = Sales – Sales Returns ( Returns Inward)
    (ii) Turn over (net sales) = Cost of Sales + Gross Profit
6. Gross profit = Sales  -  Costs of Sales
7. Net profit = Gross profit – Expenses 
8. Rate of Turn over   = 		
9. Mark up (G.P Mark Up) = 		x 	100

10. Margin (G.P Margin)	= 		x 	100









WORKED OUT EXAMPLES:
Qn.1 The following information was extracted from the books of John.
	Required: calculate 
Stock (1-1-2000)			Shs.200,000			(i) Average stock
Purchases 				Shs. 700,000			(ii) Net purchases
Sales 					Shs. 950,000			(iii) Cost of sales
Purchases return			 Shs. 50,000			(iv) Net sales
(Return outward)							(v) Gross profit
Sales returns				Shs. 40,000			(vi) Net profit
(Returns Inwards)							(vii) Rate of turnover
Expenses				Shs. 60,000			(viii) Mark up
Stock (31-12-2000)			Shs.200,000



(i)  Average stock=  	=   = Shs. 200,000

(ii) Net purchases = Purchases – Purchases Returns 
                                         700,000 – 50,000  = Shs. 650,000

(iii) Cost of sales = Opening Stock  + Net purchases – closing Stock.
                          (200,000 + 650,000) – 200,000
                             850,000 – 200,000 = Shs. 650,000

(iv) Net Sales  = Sales – Sales Returns
950,000 – 40,000   =  Shs. 910,000

(v) Gross profits   = Net sales  - Cost of Sales
                          910,000 – 650,000 = Shs. 260,000

(vi) Net profit 	= Gross profit – Expenses 
                             260,000 – 60,000 = Shs. 200,000



(vii) Rate of turn over  =  
 =   = 3.25 3times	
(viii) Mark –up  (G.P mark up)  
                                              =   x 100  = 40%
(xi) Margin ( G.P margin)  
                                              =   x 100  = 28.6%
Qn2. Given 	       Required: calculate 
	Opening stock 	      Shs.12,000			(i) Average stock
Closing stock	                 Shs. 15,000			(ii)  Cost of sales
Net purchases 	        Shs. 82,000			(iii)  Gross profit
Net sales		       Shs.  82,000			(iv)  Rate of turnover








i. Average stock=  	
Average stock = 
                           =   
                           =  
                                    = Shs. 13,500

ii. Cost of sales = Opening Stock  + Net purchases – closing Stock.
                          (12,000 + 82,000) – 15,000
                             94,000 – 15,000 = Shs. 79,000

iii. Gross profit  = Sales – Cost of sales
82,000 – 79,000   =  Shs.  3,000

iv. Rate of turn over  =  
 =   = 5 6 times	
Qn. 3 Give 		Required. Calculate  
	Closing stock 	        Shs.24,000			(i) Opening stock
Net purchases                 Shs. 76,000			(ii)  Net sales
Cost of sales  	        Shs. 80,000			(iii) Average stock
Gross profit		       Shs.  32,000			(iv)  Rate of turnover








i. Opening stock
From cost of sales = opening Stock + Net purchases – Closing stock
80,000 = Opening Stock + 76,000 – 24,000
(80,000 + 24,000) – 76,000 = Opening Stock
Opening stock  = 104,000 – 76,000                   = Shs. 28,000
ii. Cost of Sales
From Rate of turnover =  
                                  Cost of sales = Rate of turnover x Average stock
                                = 8 x 25,000 = Shs. 200,000
iii. Net purchases 
From Cost of sales
= Opening Stock + Net purchases – Closing Stock
Net Purchases 
= (cost of sales + Closing Stock) – Opening Stock
= (200,000 + 30,000) – 20,000
= 230,000 – 20,000                     = Shs.210,000  

iv. Net Sales = Cost of Sales + Gross profit
200,000 + 41,000                             = Shs. 241,000
Qn4. Given 	       Required: calculate 
	Opening stock 	       Shs. 28,000		(i) Average stock
Closing stock	                Shs. 22,000		(ii)  Cost of sales
Net sales		       Shs.  300,000		(iii) Net purchases 
Rate of turnover	               9 item 		(iv)  Gross profit










i. Average stock=  	
                         
                           =   
                           =  
                                    = Shs. 25,000

ii. Cost of sales 
From  Rate of turn over  =  
Cost of sales   = Rate of turnover  x  Average stock.
                             9 x  25,000 = Shs. 225,000

iii. Net Purchases
From Cost of Sales  = Opening Stock + Net Purchases – Closing Stock
225,000  =  28,000       +    Net Purchases  - 22,000
225,000 + 22,000  -  28,000  = Net Purchases
Net Purchases = sales – Cost of Sales

iv. Gross profit  = Sales – Cost of sales
300,000 – 225,000   =  Shs.  75,000

UNEB QUESTIONS (1985 – 2017) WITH ANSWERS:
UNEB 2017
No. 17
Using, turnover	 = 	Cost of sales	 +	 Gross profits
:. Gross profit	= 	Turnover	  - 	 Cost of sales
	= 	20,000,000	  - 	12,000,000
	= 	Shs.8, 000,000.

But Margin 	= 		x 	100
Note: Net sales 	=	Turnover 
 :  Margin	=	 	x 	100
	=	 	x 	100
                                =         40%
:. Margin (C)
No. 28 b) i. Average stock
                    =             
                     =                  
                =                
                =                 Shs. 108,000/=
ii. Cost of sale  =  Opening stock   +  Net purchase  -  Closing Stock
But Net purchase = Total purchase -  Return out Wards
	= 680,000	-	52,000
	= Shs. 628,000/=
:. Cost of sales  =  144,000  +  628,000  -   72000
                       = 772,000 – 72000
                       = 700,000/=
iii. Gross profit
From, Turnover  =  Cost of sales  + Gross profit 
:. Gross profit   =  Turnover  -  Cost of sales
But Turnover  Net sales
:. Net sales  =  Total Sales – Return in wards
	=  1, 280,000  -  60, 000
                     = Shs. 1,220,000/=

:. Gross profit  =  1,220,000  -  700,000
                      =   Shs. 520,000/=
iv. Net profit 
Net profit  =   Gross profit   -  Expenses 
               =  520,000 -218,000
                 = Shs. 302,000/=

v. Mark up      =      
                 =     
	=     74.3%
UNEB 2016
No. 18
Magira bought goods work Shs 200,000 and I was given a15% trade discount and a 5% cash discount.
How much did magura pay forth goods?
Answer ‘D’


No. 28
b) Fixed asset = Total Asset - Current Assets
But; Fixed Asset = Total. Fixed Assets
                         = Equipment = 400,000
                         = Motor van   = 200,000
                                               = 600,000
:. Fixed Asset = Shs. 600,000

ii. Current assets  =  Total current assets
= 1, 300,000  + 20,000 + 100,000 + 240,000
= Shs. 1,660,000
iii. Working Capital
= Current Assets -  Current Liabilities 
= 1,660,000  - 160,000 
= Shs. 1,500,000/=
iv. Long term liabilities
Total long term liabilities 
= 400,000 +   100,000
= Shs. 500,000/= 

UNEB 2015
No. 28
28 b) (i) Net purchase
= Total purchases  -  Return out wards.
= 6,914,500 – 170,500
= Shs. 6,744,000
ii. Value of goods available for sale 
= Opening stock  +  Net purchases.
= 912,000  + 6, 744,000
= Shs. 7,656,000
iii. Cost of sales 
= Opening stock + Net purchase – Closing Stock
= 912,000 + 6,744,000 – 1,068,000
= Shs. 6,588,000
iv. Net sales 
= Total sales – Return in wards
= 9,834, 500 – 255,000
= Shs. 9579,500
v. Average stock
=     
=   
=      
Shs. 990,000  
vi. Rate of Stock turn
=  
=  
= Shs. 6.7 times  
vii. Gross profit
From turnover (Net sales) = Cost of sales  + Gross profit
:.  Gross profit  =  Turnover (Net sales)  - Cost of sales
= 9,579,500  -   6,588,000
= Shs. 2, 991, 500 
UNEB 2014
No. 15 :  SECTION A
Using margia   =   
             20%    =      
Gross profit   =   
                        = Shs. 560,000/=
Gross profit (A)
No. 28
b. (i) Cost of sales = Opening stock  + Net purchases – Closing
= 1,800,000 +  260,000  -  1,200,000
= Shs. 860,000/=
ii. Turnover = Cost of sale  + Gross profit
Using “mark up   =    
But markup 	=   20%
:.  20%      =     
=    
Gross profit = Shs. 172,000/=
iii. Average Stock 
= 
= 
= 
= Shs. 1,500,000/=
Rate of turnover  = 
= 
= 0.6 times
v. Net profit / Net loss
= Gross profit – Expenses
= 172,000 -  440,000
= Shs. 268,000
UNEB 2013
	2013 No. 10 Section A
The difference between sales and returns Inwards is called


        Turnover (B)
	2013 No. 15 Section A
Gross Profit expressed as a percentage of cost of sales is known as 


        Mark- up (C)
	2013 No. 17 Section A
A trader bought goods at shs. 160,000 and made a gross profit 20%. Expenses amounted to 60% of the gross profit.
Calculate the net profit for the trader. 


        Net profit  = Gross profit – Expenses
But Gross profit = 20% x 160,000 = Shs.32,000
Expenses     =  60% x 32,000 = Shs 19,200
Net profit  = 32,000 – 19,200  = Shs 12,800 (B)

	2013 No. 28 Section B
(a) State four  benefits of business calculations to a trader.
(b) A trader’s books of accounts hard the following records;
                                                                          Shs
   Stock on 1/1/2012                                    200,000
   Purchases                                               480,000
  Sales                                                       820,000
Returns inwards                                         50,000
Stock on 31/12/2012                                   100,000
Calculate:-
(i) Cost of sales,                               (04 marks)
(ii) Turnover,                                     (04 marks)
(iii) Gross profit,                                 (04 marks)
(iv) Gross profit margin                     (04 marks)  



(a) Read on the back cover of this book
(b) (i) Cost of sales 
Cost of Sales  = Opening stock + Net Purchases – Closing Stock
Cost of Sales = (200,000 + 480,000) – 100,000 = Shs 580,000/=
              (ii). Turn over = Sales – Returns inwards
                      Turn Over = 820,000 – 50,000 = Shs 770,000
                (iii) Gross profit = Net Sales (Turn over) – Cost of sales
                       Gross profit = 770,000 – 580,000  Shs. 190,000
(v) Gross profit margin  = 

Gross profit margin  =   = 24.7%



UNEB 2012
	2012 No. 7 Section A
Stock, cash, debtors and bank balances in a business are part of.


        Current assets (B)
	2012 No. 8 Section A
Kato bought 100 boxes of bread at 30,000 per box. Trade discount of 20 and cash discount of 10% were offered. How much did he pay. 



Expected payment = 100 x 30,000 	= Shs. 3,000,000
Trade discount = 	x    3,000,000            = Shs. 600,000
Cash Discount = 	x    2,400,000             = Shs. 240,000
He actually paid   =  300,000 – 840,000   	     = Shs.2,160,000 (C)

	2012 No. 12 Section A
Determine the working capital of a business whose cash is shs. 56,000,  stock is shs.15,000, creditors are valued at shs. 42,000, debtors are valued at shs.2400.


        Working capital = Current Assets – Current Liabilities.
             = (5,600 + 15,000 + 2400) – 4,200 = Shs.18800 (B)
	2012 No. 16 Section A
Calculate the value of goods available for sale, where opening stock is 50,000, purchases is shs.280,000 and closing stock is Shs.40,000 



Value / cost of goods available for sale = opening stock + Net Purchases. 
                                  = 50,000 + 280,000  = Shs. 330,000 (D)



	No. 26 Section B
(a) Define the following terms as used in business calculations;
(i) Capital,                               (02 marks)
(ii) Debtors,                         (02 marks)
(iii) Current assets               (02 marks)
(iv) Working capital             (02 marks)  
(b) Explain six methods of increasing profits of a retail business.                                               (12 marks)



This question is for business calculation but theoretical part.
Answers to this question are provides in this booklet in this section of balance sheet.
 
	2012 No. 28 Section B
The following records were extracted from the books of a trader’s at 31st December 2011.
                                                                     
   Stock on 1st January 2011                                11,400,000
   Purchases                                                           92,000,000
  Sales                                                                106,940,000
Returns Outwards                                                 3,400,000
Return Inwards                                                     1,600,000
Overheads                                                             13,400,000
Stock on 31st December 2012                                  17,400,000
Calculate the:-
(i)     Cost of sales,                               (4 marks)
(ii) Net sales                                     (4 marks)
(iii) Markup at cost,                          (4 marks)
(iv) Net profit                                   (4 marks)  
(v) Rate of stock turn.                    (4 marks)  



(i) Cost of sales  = Opening + Net purchase – closing stock
Net purchases = purchase – Returns outwards
                          = 92,000,000  - 3, 400,000          =    88,600,000
Cost of sales = (11,400,000 + 88,600,000) – 17,400,000              = Shs.82, 600,000

(ii) Net sales           = Gross profit    - Expenses / over heads
                           = 22,940,000 – 1,600,000           = Shs. 105, 340,000

(iii)     Markup at cost   =  x 100
But Gross profit  = Turnover / Net sales  - Cost of sales
                        = 105,340,000 – 82,600,000  = Shs. 22,740,000

Markup at cost =  x 100
               
                                  = 27.5%
(iv) Net profit        = Gross profit   - Expenses  / overheads
                         = 22,740,000 – 13,400,000 = 9,340,000

(v) Rate of stock turn   x 100
But average stock =      
                     =        = Shs. 14,400,000
Rate of stock turn  =      = 5.7  6times



UNEB 2011
	2011 No. 9 Section A
The number of times goods are sold and replaced during a particular year is known as. 


Stock turnover ratio (c)	
	2013 No. 28 Section B
The following information was extracted from the books of accounts of a trader;                                                                          capital                                     Shs.1,000,000
Total cost of sales                    shs.960,000
Average mark-up                            20%
Expenses                                 Shs.80,000
Calculate the trader’s:-
(i) Turnover ,                                   (04 marks)
(ii) Gross profit,                                (04 marks)
(iii) Net profit,                                     (04 marks)
(iv) Margin                                            (04 marks)  
(v) Rate of return on capital              (04 marks)  


(i) Turnover  =  Cost of sales  + Gross profit
Turnover  =  960,000    +  192,000    = Shs. 1,152,000

(ii) Gross profit 
From Mark-up 
                               20%  = 
Gross profit  =  20% x 960,000      =  Shs.192,000

(iii) Net profit   =  Gross profit – Expense 
Net profit    = 192,000   -  80,000         = Shs. 112,000

(iv) Margin  =  x 100

Margin  =  x 100    =  16.7%

(v) Rate of return on capital  =  x 100    

Rate of return on capital  =  x 100    = 11.2%

UNEB 2010
	2010 No. 8 Section A
Given turnover worth Shs. 450,000 and cost of sales as shs 300,000. Calculate markup of the business. 


Markup   =  x 100    
Gross profit = Turnover (sales) – Cost of sales 
                      = Shs. 450,000 – 300,000
                       = Shs. 150,000
Markup      =  x 100    = 50% (c)
	2010 No. 18 Section A
The turnover of a business was shs 360,000 and cost of sales was shs 280,000. Find the margin. 


Markup   =  x 100    
Gross profit = Sales (Turnover) – Cost of sales 
Gross profit    = Shs. (360,000 – 280,000)                = Shs. 80,000
Margin      =  x 100  
Margin           =  50% (A)




	2010 No. 28 Section B
28. (a) Define the following terms as used in commerce
(i) liabilities
(ii) Stock taking

(b) Given the following information.
Stock on 01.01.2009                  43,430,000                              
Net purchases                            312,290,000
markup                                       25%
stock on 31.12.2009	       	26,000,000
Expenses for the year                  35,850,000

Calculate:-
(i) Average stock                             (04 marks)
(ii) Rate of stock turn,                     (04 marks)
(iii) Gross profit,                                 (04 marks)
(iv) Net profit                                      (04 marks)  


(a) Define the following terms as used in commerce.
(i). Liabilities: - refer to this book on page 39 for the definition.
(ii). Stocktaking: - Refer to this book or page 2 for the definitions.
(b) Calculate:-
(i). Average stock =       
                                 =         
= Shs. 34,715,000

(ii) Rate of turnover  =    
But;
Cost of sales  = Opening Stock  + Net Purchases  - Closing Stock
Cost of sales  = 43,430,000 + 312, 290,000 – 26,000,000
                     = 355,720,000 – 26,000,000   = Shs. 329,720,000

Rate of turnover    = 9.5  = 10 times



                      (iii)  Gross profit:
                                Since markup  =    
                                  25%          =     
                                    Gross profit:  =  x 329,720,000  
                                                       = Shs. 82,430,000
                    (iv) Net profit 	=     Gross profit – Expenses
                           Net profit = 82,430,000 – 35, 550,000 = Shs. 46,580,000     
	2009 No. 28 Section B
A firm had the following records as at 31 Dec 2006
                                                     Shs
Stock at 1.01.2006                 182,400   
Stock at 31.12.2006                213,600                            
Purchases                              1,382,000
Sales                                      1,966,900
Returns outwards	       	34,100
Returns inwards 	       51,000
Determine the firms
(a) (i)  Turnover                                  (03 marks)
(ii) Net purchases,                       (03 marks)
(iii) Goods available for sale,     (03 marks)
(iv) Cost of sales                         (03 marks)  
(v) Rate of stock turn                (03 marks)  
(b) (i)  Turnover                                (01 mark)  
(ii) Markup                                  (02 marks)  
(iii) Margin                                  (02 marks)  



(i) At times turnover sales = Cost of sales + Gross profit.
However in this case since we have sales and the returns inwards (sales return), then by determining the turnover (sales) you need to get the Net sales which is given by the turnover.

Turnover (Net sales)  =  Sales – Return inward (Sales return).
                               = 1,966,900 – 51,000
                               = Shs. 1,915,900
(ii) Net purchase   = Purchase – Return outward ( purchases return)
                          = 1,382,900  - 34,100 = Shs. 1,348,800

(iii) Gross available for sale  =  Opening Stock  + Net Purchases.
                                   = 182,400  +  1, 348, 800
= Shs. 1,531,200

(iv) Cost of sales  = Opening stock + Net purchases – Closing Stock.
                    = (182,400  + 1,348,800) – 213,600
=  1,317,600

(v) Rate of stock turn =    

But Average stock = 
Average stock = 
Rate of stock turn =  = 6.6  7times 
(b)  Gross profit = sales – Cost of sales
  (i) = 1,915,900 – 1, 317,600   = Shs. 598,300

(ii) Markup =     x  100   =     x  100   = 45.4%

(iii) Margin =     =     x  100   = 31.2%

UNEB 2008
	2008 No. 5 Section A
The sales of a business amounted to shs 250,000, returns inwards valued at shs 10,000, returns outwards shs 8,000. Calculated the Net Sales. 



Net sales  = Sales – Returns inwards (sales return)
Net sales  =  250,000 – 10,000 = shs. 240,000 (D)
	2008 No. 28 Section B
MR. FOX’S BALANCE AS AT 31 Dec 2006
	Liabilities                       Shs
Capital                      110,000
Long term liabilities 
Loans (to firm)           50,000
Current liability         
Creation                    60,000

                              220,000                  
	Assets                            Shs
Motor vehicle                100,000
Current Assets
Stock             66,000
Debtors          28,000
Bank              24,000
Cash              8,000      120,000
                                 220,000


You are also provided with the following information
                                                                         Shs
· Opening stock valued at                        32,000
· Purchases for the year was                   120,000
· Returns outwards amounted to 2.5% purchases.
Calculate:-
(i). Net purchases                                               (04 marks) 
(ii). Cost of sales                                                  (04 marks)
(iii). Average stock                                                (04 marks)
(iv) Rate of stock turn to nearest it whole number    (04 marks)
(v). Working Capital	      (04 marks)



(i) Net purchases  = Purchases  - Return out wards (purchases return)
              Purchases = 120,000
             Returns outwards (purchases returns) = 2.5% of purchases
             =     x  120,000  = Shs.30,000   
            
               Net Purchases  = 120,000  - 30,000    = Shs.90,000

(ii) Cost of sales   = Opening Stock + Net purchases – Closing Stock
                      = (32,000 + 90,000) – 66,000  = Shs.56,000

(iii) Average Stock = 
                    =  = Shs. 49,000



(iv) Rate of stock turn to the nearest whole number
Rate of turnover = 

                    =      = 2 time or once

(v) Working capital  = Current Asset – Current liabilities 
                         = 120,000  - 60,000
                        = Shs. 60,000

	2007 No. 5 (Section A)
A trader’s total sale was shs. 480,000 gross profit was shs. 154,000 and expenses shs. 24,000. What is the value of Net Profit ratio? 



Net profit  = Gross profit – Expenses 
                = 154,000 – 24,000 = 130,000
Net profit Ratio =  x 100   =  x 100   = 27% (A)

	2007 No. 9 (Section A)
Calculate the nest sales of a trading firm which has returns out wards of Shs.500,000, total sales of Shs. 1,400,000 and returns in wards a mounting to shs. 400,000. 



Net sales  =  Total Sales – Returns inwards (sales return)
                =  1,400,000 – 400,000 = Shs. 1,000,000 (B)







	2007 No. 28 (Section B)
a) Differentiate between the following.
i. Markup and margin.
ii. Capital owner and borrowed capital.

b) Bamuri’s books of accounts revealed the following records 
 Opening stock                  Shs. 400,000   
Gross profit                       Shs. 820,000                            
Average stock                   Shs. 500,000
Rate of stock turn               8 times 

Calculate;
(i)   Cost of sales                                (03 marks)
(ii) Closing stock                                (03 marks)
(iii) Net purchases                               (03 marks)
(iv) Net sales                                      (03 marks)  
(v) Mark up
(vi) Margin



Solutions;
a).
i. Mark up refers to the gross profit expressed as a percentage of cost of sales or cost price, whereas margin is the gross profit expressed as a percentage of sale or selling price.
ii. Capital owned refers to the amount / value of money the business owes to it’s owner, whereas borrowed capital refers to amount / value of money obtained from other people and used in the business.
b). (i) Cost of sales 
From Rate of stock turn  = 
8 =  (by cross multiplication)
Cost of sales = 8 x 500,000 = Shs. 400,000
ii. Closing stock
From Average stock = 
500,000 =  (by cross multiplication)
(2 x 500,000) = 400,000  + Closing stock
1,000,000 – 400,000 = 400,000 – 400,000 + Closing stock
.:  Closing stock = Shs. 600,000
iii. Net purchases 
From cost of sales = Opening stock + Net purchases  - Closing stock.
4,000,000 = 400,000  + Net Purchases – 600,000
4,000,000 – 400,000   + 600,000  = Net purchases 
.: Net purchases = Shs. 4,200,000

iv. Net sales  = Cost of sale + Gross profit
= 4,000,000 + 820,000 
.: Net sales  = Shs. 4,820,000

v. Mark up  =  x 100  =  x 100      
                   
                        = 20.5%

vi. Margin =  x 100  =  x 100      
                   
                   .: Margin      = 17%

	2006 No. 8 (Section A)
A trader buys 100 packets of sugar coated biscuits from a wholesale shop. The price per packet is shs.300 and trade discount is 20%. How much will the wholesaler be paid? 



How would pay 100 x 300 = Shs. 30,000
Discount amount  =  x 30,000   = Shs. 6,000
.: He will pay Shs. 30,000 – 6000 = Shs. 24,000  (D)

UNEB 2005
	2005 No. 5 (Section A)
Calculate the cost of goods sold from the following information;
· Opening Stock                                 Shs. 50,000
· Purchases                                       Shs. 280,000
· Closing stock                                   Shs. 40,000 


Cost of goods sold = Opening Stock + Net Purchases – Closing stock
                                = (50,000 + 280,000) – 40,000
                                = 330,000 – 40,000  = Shs. 290,000 (D)
	2005 No. 9 (Section A)
Kayongo bought 100 bags of sugar of 50kgs each at shs 250 per kg. He sold all the bags and realized a turnover of shs 2,000,000. Calculate  


Turnover (sales) = Cost of sales + Gross profit
                       =  2,000,000   = (100 x 50 x 250) + Gross profit
                       =  2,000,000 -1,250,000  = G.P
                       .: Gross profit = Shs. 750,000 (D)
	2005 No. 28 (Section B)
The books od Accounts for a business indicated the following on 31st December, 2003.
Opening stock                      Shs. 240,000,000   
Closing stock                       Shs. 360,000,000                            
Sales                                  Shs. 1,200,000,000
Gross profit                          20% of sales 
Expenses                            10% of gross profit 

a. Calculate the;
(i)   Cost of sales                                (03 marks)
(ii) Net purchases                               (03 marks)
(iii) Net profit                                     (03 marks)
(iv) Rate of turnover                           (03 marks)  
(v) Mark-up                                       (03 marks)  
b. (i) if capital at start was Shs 60,000,000, calculate return on capital invested                                          (03 marks)  
(ii) Comment on the result on (b) (i) above               (02 marks)


(a) (i) Cost of sales = Sales – Gross profit.
      But . Gross profit = 20% of sales
      Gross profit  =  x 1,200,000,000  = Shs
Cost of sales  = 1,200,000,000 – 240,000,000 = Shs. 960,000,000
  (ii) Net purchases 
 From Cost of sales = Opening stock + net Purchases  - Closing stock
960,000,000 = 240,000,000 + Net purchases – 360,000,000
960,000,000 + 360,000,000 – 240,000,000 = Net purchases 
.: Net purchases = Shs. 1,080,000,000

(iii) Net profit   = Gross profit – Expenses 
 But; expense = 20% of Gross profit
Expenses  =  x 240,000,000                      = Shs. 48,000,000  
Net profit = 240,000,000 – 48,000,000              = Shs. 192,000,000
(iv)  Rate of turnover     = 
But average stock =       
=      = Shs. 300,000,000
.: Rate of turnover  =  = 3.2    3times
v) Markup =  x 100   =  x 100     = 25%
b (i) return on capital invested =   x 100
=   = 3.2    3times
(ii) The business makes more profits compared to expenses.


UNEB 2004
	2004 No. 16 (Section A)
Calculate the Opening stock for a business whose closing stock was Shs. 3,600,000 and the average stock was shs 3,000,000.  


From Average Stock  = 
3,000,000 x 2 = 
Opening Stock + 3,600,000   =  6,000,000
Opening Stock = 6,000,000 – 360,000        = Shs 2,400,000
	2004 No. 28 (Section B)
(a) Differentiate between margin and mark-up. (04 marks)
(b) The following information relates to a retailer’s business for the year ending 31st December. 2003:
Stock on 1st January                      Shs. 344,300   
Stock on 31st December                 Shs. 67,200                            
Net purchases                               Shs. 2,122,900
Mark-up                                               20%   
Expenses                                     Shs. 458,000 

a. Calculate the;
(i)   Cost of sales                                   (04 marks)
(ii) Average stock                                   (04 marks)
(iii) Rate of stock turn                            (04 marks)  
(iv) Net profit                                       (04 marks)  


(a) Margin is the gross profit expressed as a percentage of sales whereas markup is the gross profit expressed as a percentage of cost of sales.

(b) (i) Cost of Sales = Opening stock + Net purchases – Closing stock
   = 344,300 + 2122900 – 267200    = Shs. 2,200,000

                (ii)  Average Stock =             
                                =             
                        = Shs. 305,750

(iii) Rate of stock Turn = 
                                  =  = 7.2    7times
(iv) Net profit.
From Markup  = 
               40% = 
Gross profit     = 880,000
Net profit      =   Gross Profit – Expenses 
                    = 880,000 – 458,000  = Shs. 422,000
UNEB 2003
	2003 No. 19 (Section A)
What is the rate of turnover for a business whose
                Opening stock is shs.50,000,
                Closing stock is shs. 70,000 
               And net purchases is Shs380,000? 



Calculation;
Rate of turnover  -  	
But cost of sales   = opening stock + Net purchases – Closing stock
                             = (50,000 + 380,000) – 70,000
                             = 430,000 – 70,000   = 360,000
And average stock    =        
                =      = 60,000
Rate of turnover  =      = 6times
	2003 No. 28b (Section B)
(a) Distinguish between working Capital and Capital employed 
(b) The following were the records of a business at the end of a trading period:
Shs.
Opening stock                              840,000
Closing stock	     970,000
Purchases 	     2,330,000
Sales 	               3,410,000

Required: Calculate the;
(i) Cost of goods sold                              (04 marks)
(ii) Gross profit                                       (04 marks)   
(iii) Average stock                                   (04 marks)
(iv) Rate of stock turn                            (04 marks)   



(a) Working capital is the capital needed for the daily running of the business e.g. purchasing stocks, paying wages, etc.

(b) (i) Cost of goods sold  = Opening stock + Net Purchases – Closing stock
= (840,000 + 2,330,000) – 970,000 = 3,170,000 – 970,000
= 2,200,000
(ii) Gross profit  = Sales – Cost of Sales 
                             = 3,410,000 – 2,200,000 = Shs. 1,210,000

(iii) Average stock      =        
                     =                  
                =                  = Shs. 905,000
(iv) Rate of stock turn =    = 
                                           
                                               = 2.4     = 2times





UNEB 2002
	2002 No. 4 (Section A)
A businessman had an average stock of Shs. 12,000 and his rate of stock turn were 10. What was the cost of cost of goods sold? 



Cost of goods sold
From Rate of turnover  = 
Cost of sales                  =   Rate of turnover x average stock
                                          10 x 12,000  = Shs.120,000 (A)
	2002 No. 16 (Section A)
Calculate the average stock where a business had stock of Shs 2,400,000 as of Jan 1st  2001 and Stock of Shs. 3,600,000 as at 31st Dec. 2001 



· Opening stock shs. 2,400,000   * Average Stock
· Closing stock Shs. 3,600,000
Average stock =     
 =    = Shs. 3,000,000        
	2002 No. 28 (Section B)
A trading company had the following balances as at 31st Dec, 2001
                                                 Required Calculate;
Opening stock Shs 700,000     (i) Average stock                 (04 marks)
Purchases      Shs   200,000    (ii) Sales cost (cost of sales)       “
Sales             Shs  950,000    (iii) Rate of turnover                   “
Closing stock  Shs  50,000      (iv) Margin                                “
Gross profit    Shs  100,000    (v) Markup                                 “



i) Average stock   = 
                 =   
                     = Shs. 375,000


ii) Cost of Sales   = opening stock + Net Purchase -  Closing Stock
(700,000 = 200,000) – 50,000
900,000 – 50,000  = Shs.850,000

iii) Rate of turnover   = 
                                  =  = 2.3    2times
iv) Margin -  x 100
         =  x 100    
= 10.5%
v) Markup =  x 100

         =  x 100    
                                                          = 11.7%
UNEB 2001
	2001 No. 8 (Section A)
What is MUKOLI’S markup if he purchased an article at shs. 200,000 and sold it at shs. 250,000?


i) Markup =  x 100
But Gross profit = Selling price – Cost Price
                            = 250,000 – 200,000  = Shs. 50,000

         =  x 100    
                                                          = 25% (A)



    
	2001 No. 28b (Section B)
Mujomba had an opening stock of shs.350,000 and a closing stock of Shs. 410,000. His net purchases were shs.1,820,000, Expenses were Shs. 150.000 and sales were shs. 3,100,000.
   Summary:                                              Calculate;
Opening stock Shs 350,000     ( i) cost of sales                 (4 marks)
Closing stock   Shs   410,000    (ii) gross profit                 (3 marks)
Net Purchases  Shs 1,820,000   (iii) Average stock             (4 marks)    
Expenses        Shs  150,000      (iv)  Net profit                   (3 marks)
Sales              Shs  3,100,000     



i) Cost of Sales   = opening stock + Net Purchase -  Closing Stock
(530,000 = 1,820,000) – 410,000
1,170,000 – 410,000  = Shs.1,760,000

ii)  Gross profit  = Sales – Cost of Sales 
                             = 3,100,000 – 1,760,000 = Shs. 1,340,000

iii) Average stock = 
                 =   
                        = 
                     = Shs. 380,000

iv) Net profit      =   Gross Profit – Expenses 
                    = 1,340,000 – 150,000  = Shs. 1,190,000

UNEB 2000
	2000 No. 3 (Section A)
Given a markup of 40% and the cost of goods sold of Shs. 2,800,000. The gross profit will be.


Gross profit  
From Markup      =     
  Gross profit       =      Cost of Sales  x  Markup
                            =     2,800,000  x          = Shs. 1,120,000
UNEB 1999
	1999 No. 3 (Section A)
Hadija’s Total sales during 1998 was shs. 160,000. If her gross profits was 20% of sales, what was the cost of goods sold during the year?


Cost of sales;
From sales           =   Cost of sales  +  Gross profit
Cost of sales        =  Sales – Gross profit 
But gross profit   =    20% of sales
                           =        x 160,000      = Shs. 32,000
Cost of Sales    = 160,000 – 32,000             =  Shs. 128,000 (C)
	No. 28 (Section B)
A retailer had the following records for 1997 and 1998Shs.
                                          1997                                  1998 
                                          Shs                                    Shs.
Total cost of sales                             480,000                       480,000 
Average markup                                 25%                              10%
Expenses                                         48,000                           134,400
Capital                                            160,000                          230,400
Average stock at cost                         60,000                          96,000
a) Calculate each year 
i. The turnover
ii. The net profit
iii. The rate of return on capital
b) Determine using the rate of turnover the year the retailer did better.



a) (i) the turnover 
1997
Turnover (sales) = Cost of sales + Grow profit
From Martup =  
Gross profit  = markup x cost of sales
                      =        x 480,000     
                            = Shs. 120,000 
The turnover = 480,000 + 120,000    = Shs. 600,000
1998
Turnover (sales)   = Cost of sales + Gross profit
From Markup = 
Gross profit  =  Markup  x Cost  of sales
                           =         x 480,000     = Shs. 192,000

Turnover = Cost of sales + Gross profit
                 = 480,000  +  192,000   = Shs. 672,000

(ii)  Net profit
       1997     
Net profit =   Gross Profit – Expenses 
                    = 120,000 – 48,000  = Shs. 72,000
1998     
Net profit =   Gross Profit – Expenses 
                    = 192,000 –134,400  = Shs. 57600
(iii) Rate  of return on capital 
1997
Rate of return on capital =  x 100   =    x 100       = 45%
1998
Rate of return on capital =  x 100   =    x 100       = 25%
b) 1997 Rate o turnover  =   = 8 times

1998 Rate o turnover  =   = 5 times


	1997
	1998

	  8
	5


Therefore it was 1997 because of the higher rate of turnover 

	1999 No. 9 (Section a)
Using the following information, calculate the turnover 
Opening stock  Shs 15,000                       Net purchase   Shs 900,000
Closing stock Shs 25,000                          Gross profit      Shs. 20,000



                     = 915,000 - 25,000 = Shs 890,000
Therefore Turnover = 890,000 + 20,000 = Shs 910,000
	
UNEB 1998
	1998 No. 16  (Section A)  Suppose the turnover of a business was shs 240,000 and the total cost of sales was Shs 200,000 what was the markup?



Markup         =      x 100

 From Gross profit       =       Sales  -  Cost of Sales
                                   =        240,000 – 200,000 = Shs. 40,000

               Markup      =       x 100   =          = 20% 

	1998 No. 28  (Section B)
In addition; Katos books also had the following
                                                                  Calculate;
Opening stock Shs 120,000                         (i) cost of sales                  
Closing stock   Shs   150,000                     (ii) gross profit                  
Net Purchases  Shs  820,000                    (iii) Rate of turn                  
Net Sales         Shs  982,000                          
Expenses        Shs  12,000      



i) Cost of Sales   = opening stock + Net Purchase -  Closing Stock
(120,000 = 820,000) – 150,000
949,000 – 150,000  = Shs. 790,000

ii)  Gross profit  = Sales – Cost of Sales 
                             = 982,000 – 790,000 = Shs. 192,000

iii) Rate of turnover  = 

But Average stock = 
                 =     =      = Shs. 135,000

Rate of turn over  =   = 5.9       6times 

UNEB 1997
	1997 No. 28  (Section B)
The following information is available from the books of Tayari & Co. Ltd. for the year ending 31-12-1996.
                                                                         Calculate;
Stock 1st Jan 1996 shs. 1,140,000
Year’s purchase    Shs. 9,210,000                       a)  Turnover (Total net sales                   
Year’s sales          Shs. 10,694,000                     b)  Total net purchase                  
Return outwards   Shs. 340,000                         c)  Total cost of sales                   
Return inwards   Shs  164,000                          d) gross profit
Expenses        Shs  1,340,000 	e) net profits
Stock as at 31st Dec, 1996 Shs. 1740,000                         



a) Total net sales = Sales – Sales retun, (returns inwards)
                         10,694,000 – 164,000 = Shs.10,530,000  
          
b) Net purchases = Purchase – Return outwards
                          9210,000 – 340,000 = Shs. 8,870,000
c) Total cost of sales 
= opening stock + Net purchases – Closing stock
(1,140,000 + 8,870,000) – 1,740,000
10,010,000 + 1740,000 = Shs.8,270,000

d) Gross profit  = Sales  - Cost of sales
                   10,530,000  -  8,270,000 = Shs, 2, 260,000

e) Net profit = Gross profit – Expenses
                    2,260,000 – 1,340,000 = Shs.920,000


UNEB 1996
	1996 No. 28  (Section B)
The following information was extracted from the books of accounts of a business man.
                                                            You are required to determine
Stock on Jan. 1. 1994 shs. 240,000	a) cost of goods in the year
Stock on Dec.31. 1996 Shs. 300,000        b) gross profit of a businessman                 
Net purchases    Shs. 1,440,000             c) the average stock in the year                  
Total sales          Shs. 1,964,000            d) the rate of turnover            




i) Cost of Sales   = opening stock + Net Purchase -  Closing Stock
240,000 = 1,440,000) – 300,000
1,680,000 – 300,000  = Shs. 1,380,000

ii)  Gross profit  = Sales – Cost of Sales 
                             = 1,964,000 – 1,380,000 = Shs. 584,000

iii) Average stock = 
                    =     =     = Shs. 270,000

iv) Rate of turnover  =  =  = 5.9       6times

UNEB 1994
	 1994 No. 28 (Section B)
(a) Define the term “Markup”
(b) The following record of 1991 was extracted from the books of Mr. Q. Wandera, a small retailer in Kisenyi trading Center
Calculate:
Turnover  Shs. 58,400        i) Total cost of sales
Margin              25%         ii) Net profit                    
Expenses  Shs. 5,840         iii) Net profit as a percentage of turnover.



a. Markup” is the Gross profit expressed as a percentage of cost of sales.
            Markup  =   x 100
b. i) Total cost of sale 
         From Margin  =              (cross multiply)
Gross profit     = Margin %  x Sales 
                       x 58,400      = 14,600
                     Cost of Sales      =   Sales  – Gross Profit
                                               =    58,400  - 14,600                = Shs. 43,800
ii) Net profit         =   Gross Profit – Expenses 
     =    14,600   – 5,840                  = Shs. 8,760

iii) Net profit as a %age  of turnover 
                        =  x  100   =   x 100  = 15% 
  
UNEB 1993
	1993 No. 28 (Section B)
study the following trading account and answer the questions that follow.

                             BULUK - KIDERA
                                                                                    Shs 
Opening stock      750,000           Sales                           1,200,000
 Purchases           250,000        
Gross profit          400,000          Closing stock                   200,000
	1,400,000                                              1,400,00
a) Determine                   i)  the average stock
                                 ii) the sales at cost
                                iii) the rate of turnover
b) Express the gross profit as a percentage of 
i) The selling price 
ii) Cost price



i) Average stock = 
                    =     =       = Shs. 475,000

ii) Cost of Sales   = opening stock + Net Purchase -  Closing Stock (cost of sale)
750,000 = 250,000) – 200,000
1,000,000 – 200,000  = Shs. 800,000

iii) Rate of turnover  =  =  = 1.7      2times

b.   Gross profit   as a %age of selling price (margin)

Margin  =   x 100   
             
                     =   x 100  =  = 33.3%
ii.   Gross profit as a percentage of cost price (markup)
Markup =   x 100 =    x 100      = 50%
UNEB 1992  
	1992 No. 28  (Section B)
Given the following details relating to Mr. Kazimoto’s business for the year ending 31st Dec. 1991.
                                                            Calculate 
Stock on 1st . 1. 1991  shs. 344,300	i)  the cost of sales
Stock on 31st.12.1991  Shs. 267,200        ii) average stock                 
Net purchases in 1991 Shs. 2,122,000     iii) rate of stock turn
Gross profit markup     Shs. 40%                (correct to 1 decimal place)                  
Expenses to the year   Shs. 458,800       iv) sales 
                                                     v) Net profit 



i) Cost of Sales   = opening stock + Net Purchase -  Closing Stock
344,300  +  2,122,900 – 267,200
2,467,200 – 267,200  = Shs. 2,200,000


ii) Average stock = 
                    =     =     = Shs. 305,750

iii) Rate of turnover  =  =  = 7.2       7 times
iv) Sales  = Cost of sales + Gross profit
Markup % =    (By cross multiplication)
 Gross profit = Markup % x Cost of sales 
                         x 2,200,000      = 880,000

 Sales = 2,200,000 + 880,000 = Shs. 3,080,000

v) Net profit = Gross profit – Expenses
= 880,000 -458,800 = Shs.421,200

UNEB 1991  
	1991 No. 28  (Section B)
The following figures were extracted from the books of John Lee on 31st Dec. 1989.
                                                            Calculate 
Stock on 1st . 1. 1989  shs. 32,000      a i)  Cost of sales
Creditors                    Shs. 60,000        ii) Average stock                 
Capital                        Shs. 200,000     iii) Rate of turnover (stock turn)
Loan                           Shs. 50,000       iv) Working capital
Purchases                  Shs. 116,000    b) if his markup is 25% calculate his      
Closing stock              Shs. 40,000         i) turnover 
Cash                         Shs. 8,000	           ii) Gross profit margin
Motor vehicle             Shs. 100,000
Bank                         Shs. 34,000
Debtors                    Shs. 38,000



i) Cost of Sales   = opening stock + Net Purchase -  Closing Stock
32,000  +  116,000 – 40,000
148,000 – 40,000  = Shs. 108,000

ii) Average stock = 
                    =     =     = Shs. 36,000

iii) Rate of turnover  =  =  =    3 times



iv) Working capital = Current assets – Current Liabilities 

                                  Cash     8,000    Creditors    60,000
                                  Bank     34,000  
                                  Debtors 38,000
                                              80,000                     60,000
                                     80,000 – 60,000           =   Shs. 20,000

b. i) Turnover = Cost of Sales + Gross profit 
But Markup =   x 100   

 Gross profit = Markup % x Cost of sales 
  Gross profit =   x 108,000      = 27,000
 
Turnover  = 108,000 + 27,000       = Shs. 135,000

iii) Gross profit Margin  =   x 100 
                                   
                                    =    x 100     =    = 23.1%
 
UNEB 1990  
	1990 No. 28 (Section B)
In 1989 Mukasa made a gross profit of 20% on turnover of Shs. 42,000 and a net profit of 9% on turnover.
His rate of stock turn was 20
       Calculate 
a) Gross profit for the year
b) His net profit
c) His expenses for the year
d) His average stock for the year.



a) Gross profit              =   20% on sales 

                           =   x 42,000   =   =   Shs.8400    

b) Net profit  = 9% on Sales 
            =   x 42000   =   =   Shs. 3,780    
c) Expenses      
From Net profit = Gross profit – Expenses
Expenses = Gross profit – Net profit
                           8400 – 3780    = Shs.4620
d) Average stock
From Rate of Turnover =   
Cost of sales  = Sales – Gross profit
                       42,000 – 8400                          = Shs. 33,600
Rate of turnover =    (making average stock subject)

Average stock =   =       = Shs. 1,680   
UNEB 1989 
	No. 8 (Section A)
A retailer bought 5 bags of Sunflower at shs. 1,800 each and sold at a gross profit of 50% on the cost.
His expenses were of the gross. What was the net profit?



Cost price / Cost of sales = 5 x 1800 = 9000
Gross profit = 50% on cost 
                  =    x 9000   =   =   Shs. 4,500
Expense  =       x 4500    = Shs. 500
Net profit   =  Gross profit – Expenses
                           4500 – 500     = shs. 4000. (B)





UNEB 1988 
	No. 28 (Section B)
Mary has an average stock at cost of shs. 180,000 and the rate of turnover of 3 times. Her gross profit I 25% of sales.
The expenses amounts to shs. 15% of sales.
Calculate.
a. The sales
b. The gross profit
c. The expenses
d. The net profit.



UNEB 1988 NO. 28 SECTION B
a) Sales = Cost of sale + Gross profit.
From Rate of turnover    =   
3                  =     (Gross multphy) 
Cost of sales  =  180,000  x 3  =   540,000
Sales             =  540,000  + Gross Profit
Sales             =  540,000   + 25% of sales

Let sales       =      x
X                     =     540,000  + =   (multipty through by 100)
100x                =    54,000,000 + 25x
100x – 25x       =   54,000,000  
            =        
X                     =    720,000
.: Sales            =     720,000

b) Gross profit      =  Sales    -   Cost of Sales
                             720,000 – 540,000
                              Shs. 180,000

c)  Expenses          = 15% on Sales    x 720,000  
                                 Shs. 108,000

d) Net profit            =   Gross profit – Expenses.
                                    180,000   -   108,000.
                                   Shs. 72,000

UNEB 1987  
	No. 28  Section B.
a. Define the term “Turnover”
b. The following details relate to Mr. Many Kapere’s Business for the year ended 31st dec. 1986
                                                            Calculate 
Sales                                33,000        (i) Cost of sales
Stock on (1st.Jan. 1986)     20,000        (ii) The average stock
Stock on (31st.1.1986)       1,000         (iii) Rate of turnover
Gross profit for the year    8,000         (iv) Net profit
Expenses for the year      6,000          (v)  The percentage of gross profit to     
                                                             turnover (nearest whole number)
                                                       (vi) The percentage of Net profit to 
                                                             turnover (nearest whole number)



a) The term “Turnover”  refers to the total Net sales of the business in a given trading period 

b) i) Cost of Sales   = Sales – Gross profit 
                                  33,000  - 8,000       = Shs. 25,000/=
           ii)  Average stock = 
                    =     =     = Shs. 15,000

iii)  Rate of turnover  =  =  = 16.7       17 times

iv) Net profit            =   Gross profit -  Expenses
                                      8,000  -   6,000              = Shs. 2,000

v) percentage of Gross profit to turnover =    
(Correct to the nearest whole number.)
=       =  24%
vi) Percentage of Net profit to turnover =  x 100
(Correct one nearest whole No.)
=       =  6.1%  6%
UNEB 1985
	No. 28 Section B 
Mrs. W. Omoding had an opening stock of shs 20,000 and a closing stock of Shs. 25,000. Her Net Purchases for the year amounted to shs.150,000 and her gross profit margin 40% on cost. Her expenses for the year were shs. 28,600/=. calculate her;
i) Cost of sales
ii) Rate of turnover
iii) Gross profit
iv) Total sales for the year
v) Net profit or Net loss      



i) Cost of Sales   = opening stock + Net Purchase -  Closing Stock
 20,000 = 150,000) – 25,000
170,000 – 25,000  = Shs. 145,000


ii) Rate of turnover  = 

Average stock = 
                 =     =      = Shs. 22,500

           Rate of turn over  =   = 6.4       6times 
iii) Gross Profit  = 40% on Cost    =  x 145,000   = Shs. 58,000

iv) Total sales  = Cost of sales     +   58,000   = Shs. 203,000

v) Net profit or Net loss  = Gross profit – Expense
                                         58,000   -  28,600      = Shs. 29,400

.: Net profit                  =   Shs. 29,400



PART B : BALANCE SHEET
A balance sheet is a statement that shows a financial stand of a business at a given date. It shows the Assets, liability and capital of a business at a given date. Below is the balance sheet equation;
ASSET                               =     LIABILITIES        +          CAPITAL.
COMMON TERMS USED UNDER THIS SECTION:
A. ASSETS.
These are items/ goodss owned by the business.  They are categorized into two. Fixed assets and current Assets.
i) Fixed assets 
These are items/ goods that say in the business for so long. They are assets bought not for resale in the business but for usage, e.g. land, buildings, plant and machinery, motor vehicle, furniture, fixtures and fittings, premises etc.
Fixed Assets = Total Assets – Current Assets.   FA = TA - CA
ii) Current assets;
There are items / goods that stay in a business for a short period or time. They are always in continuous circulation .e.g. Stock, debtors, cash at hand, cash at bank.
Current Assets = Total Assets – Fixed Assets     CA = TA - FA
B. LIABILITIES
This refers to money borrowed from outside, used into a business and has to be paid back. Liabilities are also categorized into two long-term liabilities and current liabilities.

i. Long term liabilities: 		LTL  = TL  - CL
These are liabilities (debts payable after a long period of time) usually period of more than one year, e.g. Loan of 1 year, 3 years etc. Long Term Liabilities = Total Liabilities – Current Liabilities.

ii. Current Liabilities: Short- term liabilities. CL = TL – LTL
This refers o liabilities (debts) that are payable in the short period of time usually less than a year e.g. creditors, bank over draft, wages due, Loan of 3 month.
Current Liabilities = Total Liabilities – Long Term Liabilities.

C. CAPITAL:
Capital is the total resources contributed by the owner (s) at the start of the business, it’s claims by the owner against the business.
Capital = Asset – Liabilities.                             C = A – L
Capital is classified into, capital owned, borrowed capital, capital employed, working capital, circulating capital, fixed capital.
i. Working Capital:
Is the capital needed for the daily running of the business e.g. for purchasing stock, paying wages, and other transactions. It is the excess of current asset over current liabilities.
   Working Capital = Current Assets – Current Liabilities           WC = CA  - CL
ii. Capital Employed
This is the total of all assets used in the business, both fixed assets and current assets
Capital Employed = Fixed Assets + Net Current Assets.  CE   =   FA   +WC
iii. Capital Owned 
This is the amount of money the business owes to its owner. Or capital owned by the business to its owner or the net worth of the business.
Capital Owned = Total Assets – Total Liabilities       CO = TA  -TL
iv. Borrowed Capital:
This is the money borrowed by the owner of a business from other stakeholders to be used in the business e.g bank loans.
Borrowed Capital = Long Term Liabilities 
v. Liquid / Floating / Circulating Capital:                LC  = WC
This refers to capital tied up in current assets.
      Liquid Capital = Total Net Assets – Fixed Assets = Working Capital
vi. Fixed Capital:
This is the same as fixed assets. Its capital tied up in fixed assets.
Fixed Capital = Fixed Assets.                                  FC  = FA

Solvency and insolvency:
Solvency is a situation when a business has more assets than its liabilities.  This means that the business can pay off its debts using its own resources.
Insolvency is a situation when a business has more liabilities than its assets. This implies that even if that business sells off its assets; it cannot pay all its debts.
Bankruptcy:
This is when a business is not in position to pay its creditors (debts). Normally a business which has been declared bankrupt is advised to sell off its assets and distribute the proceeds to its creditors in ratios of their debts (claims) and stop functioning.
Drawings:
This refers to goods or cash withdrawn from the business by its owner for his own use. This shows what the owner of the business owes.
Examiners may extract information from businessmen’s balance sheet or other accounting books and require students to calculate for:- Working Capital, Capital Employed, Capital owned, Borrowed Capital, Floating / circulating / Liquid Capital.
FORMULAE USED IN BALANCE SHEET CALCULATIONS
1. Working Capital = Current Assets – Current Liabilities          WC = CA  - CL
2. Capital Employed = Fixed Assets + Net Current Assets.       CE   =   FA   +WC
3. Capital Owned = Total Assets – Total Liabilities                    CO = TA  -TL
4. Borrowed Capital = Long Term Liabilities 
5. Liquid Capital = Working Capital                                          LC  = WC
6. Fixed Capital = Fixed Assets.                                                 FC  = FA
WORKED OUT EXAMPLE
1. Mr. Mutebi had the following assets and liabilities on 31st – 12- 2001

	Land 
	6,000

	Buildings 
	4,000

	Machinery 
	20,000

	Capital 
	53,5000

	Stock 
	30,000

	Creditors 
	5,000

	Loan of 2 years 
	10,000

	Cash at Bank 
	4,000

	Debtors 
	2,500

	Cash in hand 
	2,000


Required.
a) Prepare Mr. Mutebi Balance sheet.
b) Use it to calculate      (i) Capital owned 
                                (ii) Borrowed Capital
                               (iii) Capital employed
	


                                (iv) Working capital
                                (v) Circulating / floating / Liquid capital
                                (vi) Fixed capital

MR. MUTEBI’S
BALANCE SHEET
AS AT 31-12-2001

	                                 Shs 
Capital                               53,500
Long term liabilities 
Loan of 2 years                   10,000
Current liabilities 
Creditors                              5,000





                                           68,500
	             Shs
Assets 
Fixed assets 
Land                          6,000
Building                      4,000
Machinery                   20,000
Current assets
Stock                           30,000
Debtors                          2,500
Cash at bank                   4,000
Cash in hand                   2,000
                                    68,500



i) Working Capital   = Current Assets   -   Current Liabilities 
                                       38,500  –    5000                  = Shs. 33,500

ii) Capital Employed    = Fixed Assets  +  Working Capital 
                                      30,000         +    38,500                = Shs. 68,500

iii) Capital Owned        = Total assets – Total Liabilities 
                                      68,500   - 15,000                = Shs. 53,500

iv) Borrowed Capital. BC    = long term Liabilities        = Shs. 10,000 
   
v) Liquid Capital  = Net Current Asset (working Capital) = Shs. 33,500

vi) Fixed Capital  = Fixed Assets  = Shs. 30,000
Qn.2 Below are Mr. Mukasa’s Assets and Liabiliities as at 31st -12- 1998
	Buildings 
	750,000

	Furniture 
	200,000

	Motor vehicle 
	200,000

	Capital 
	1,270,000

	A 2 year loan 
	7,000

	A 3 years loan
	900,000

	Creditors 
	600,000

	Salary due
	100,000

	Stock  
	840,000

	Debtors 
	390,000

	Cash at bank
	540,000

	Cash at hand
	40,000

	3 months loan
	50,000

	Goodwill
	80,000

	Bank overdraft
	50,000


Required.
a) Prepare Mr. Mukasa’s Balance Sheet
b) Calculate;
i) Working capital 
ii) Capital employed 
iii) Capital owned
iv) Borrowed capital 
v) Liquid / floating/ circulating capital
vi) Fixed capital








a)                                   MR. MUKASA’S
BALANCE SHEET
IS AT 31-21-1999
AS AT 31-12-2001

	                                 Shs 
Capital                             1,270,000
Long term liabilities 
A 3 years loan                   900,000

A  2 years loan                  700,000

Current liabilities 
3 months loans                   50,000
Creditors                            600,000
Salaries due                        100,000
Bank overdraft                     50,000
                                     3,040,000
	             Shs
Assets 
Fixed assets 
Buildings                     750,000
Furniture                     200,000
Motor vehicles              200,000
Goodwill                       80,000
Current assets
Stock                           840,000
Debtors                        390,000
Cash at bank                 540,000
Cash in hand                   40,000
                                    3,040,000



i) Working Capital   = Current Assets   -   Current Liabilities 
                                       1,810,000  –    800,000         = Shs. 1,010,000

ii) Capital Employed    = Fixed Assets  +  Working Capital 
                                      1,230,000         +    1,010,000    = Shs. 2,240,000

iii) Capital Owned        = Total assets – Total Liabilities 
                                      3,040,000   - 1,770,000       = Shs. 1,270,000

iv) Liquid Capital  = Net Current Asset (working Capital) = Shs. 1,010,000

v) Fixed Capital  = Fixed Assets  = Shs. 1,230,000    

Qn. 4      
	Given 
	Required: calculate 

	Fixed assets                  50,000
	(i)  Working Capital

	Current Assets              22,000
	(ii) Capital employed

	Long term liabilities    20,000
	(iii) Capital Owned

	Current liability            18,000
	



i) Working Capital   = Current Assets   -   Current Liabilities 
                                       22,000  –   = 180,000         = Shs. 4,000

ii) Capital Employed    = Fixed Assets  +  Working Capital 
                                      50,000         +    4,000    = Shs. 56,000

iii) Capital Owned        = Total assets – Total Liabilities 
Total Assets = Fixed Assets +Current Assets = Shs. 72,000
Total Liabilities = Long Term Liabilities + current Liabilities = Shs. 36,000
    Capital Owned           72,000   - 36,000       = Shs. 36,000
Qn. 4      
	Fixed assets                 18,000
	(i)  Current Assets

	Current Assets              15,000
	(ii) fixed Assets

	Long term liabilities    75,000
	(iii) Capital Employed

	Current liability            14,000
	



(i) Current Asset 
From working Capital = Current Assets – Current Liabilities
14,000  =  Current Assets  - 15,000
Current Assets = 14,000 + 15,000     = Shs. 29,000
(ii) Fixed Assets
From Capital Owned = Total Assets – Total Liabilities
C O = (Fixed Assets  + Current Assets) – (L.T.L + C. L)
75,000 = Fixed Assets  + 29,000 – (18,000 + 15,000)
75,000 = Fixed Assets   + 29,000 – 33,000
Fixed Assets = 75,000  + 33,000 – 29,000       Shs. 79,000
(iii)  Capital Employed = Fixed Assets +  Working Capital ( C.A – C.L)
                                = 79,000  + (29,000 – 15,000)  = Shs.93,000
Qn. 5     
	Given 
	Required: calculate 

	Fixed assets                  45,220
	(i)  Current Liabilities

	Current Assets              26780
	(ii) Long Term Liabilities

	Long term liabilities    48,000
	

	Current liability            72,000
	

	Working Capital            22,000
	




i) Current Liabilities 
From working Capital = Current Assets – Current Liabilities
22,000  =  15,000 -  Current Liabilities 
Current Liabilities = 26,780   + 22,000     = Shs. 4,780
ii) Long Term Liabilities 
From Capital Owned = Total Assets – Total Liabilities
Capital  Owned = (Fixed Assets  + Current Assets) – (L.T.L + C. L)
48,000 = (45,220 + 26,780) -  ( LTL + 4,780)
48,000 = 72,000 – LTL – 4,780
Long Term Liabilities = 72,000  + 48,000 – 4,000       Shs. 19,220
UNEB QUESTIONS (1985 – 2017) WITH ANSWERS:
UNEB 2011
	2011 No. 9 Section A
The number of times goods are sold and reolaced during a particular year is known as 


    Stock turnover ratio     (C ) 
	2011 No. 17 Section A
A situation where a company is unable to continue functioning due to debts is called. 


     Bankruptcy (B ) 
	2011 No. 19 Section A
Capital employed as used in commerce, is the sum of 


     Fixed assets and working capital (A) 




UNEB 2010
	2010 No. 4 Section A
Given the following information, determine the value of current liabilities 
Stock                                    Shs. 100,000
Trade creditors                      Shs. 80,000
Trade debtors                       Shs. 120,000
Bank overdraft                      Shs. 50,000 


     
Trades creditors and bank overdraft are the only current liabilities we have in this case.
.: Current liabilities       =    Shs. 80,000  + 50,000
                                   =   Shs. 130,000 (C) 
                                UNEB 2009
	2009 No. 8 Section A
A trader’s records the following information: Capital Employed valued at shs 6,500,000, building valued at shs. 200,000 and shop equipment  valued at 3,000,000. Determine the trader’s working capital. 


Working Capital
From Capital Employed = Fixed Assets + Working Capital
6,500,000 = 200,000 + 3,000,000 + Working Capital
Working Capital = 6,500,000 – 3,200,000   = Shs. 3,300,000
UNEB 2008
	2008 No. 15 Section A
Given the following record of a business transaction for a trading period ending Dec. 31.2007
Debtors amount                                    Shs. 800,000
stock                                                  Shs. 500,000
Cash at hand                                       Shs. 250,000
Creditors amount                                Shs. 1,000,000 

Compute the working capital of the business.


     Working Capital 
Working Capital    =  Current Asset – Current Liabilities 
Current Assets          =  800,000 + 500,000 + 250,000   =  Shs. 1,550,000
Current liabilities      = 1,000,000
Working capital      = 1,550,000  - 1,000,000    Shs. 550,000 (B)

UNEB 2006
	2006 No. 13 Section A
The following are some records from the books of small- scale retain business:
Premises                                 Shs. 200,000
Cash at hand                           Shs. 16,000
Stock                                      Shs. 80,000
Creditors                                Shs. 50,000 
Bank overdraft	Shs. 20,000
Loan from bank 	Shs.150,000

Calculate the retailer’s working capital



Current Assets                                             Current Liabilities
Cash at hand       16,000                               Creditor               50,000
Stock                  80,000                               Bank overdraft      20,000
                          96,000                                                        70,000

.: Working Capital = 96,000   -  70,000       = Shs. 26,000

No.28                                       
a) Differentiate an Income statement from a Balance sheet.
                                                                              (04 marks)
b) Kagezi Balance Sheet as at 31st December, 2004
	                                   Shs
Capital                        2,000,000
Debentures                  1,500,000 
Bank loan                     1,350,000
Creditors                        800,000


6,410,000
	Shs
Furniture             1,600,000
Equipment            1,800,000
Stock                    1,450,000
Debtors                 1,080,000
Cash                         480,000

                                6,410,000



Calculate;
(i) Capital owned ,                       (06 marks)
(ii) Borrowed capital,                    (02 marks)
(iii) Working capital,                      (04 marks)
(iv) Fixed Capital,                          (02 marks)
(v) Capital employed.                    (02 marks)

Answers.
(a) Income statement is a statement that shows the financial position of a business at the end of the trading period.
Whereas a Balance sheet is a statement that show a financial stand of a business at a given date. It shows the assets, liabilities and capital of a business at a given dates.

(b)  (i)  Capital owned  = Total Assets – Total Liabilities 
Debentures                   1,500,000
Bank loan                      1350,000
Creditors                        800,000
Bank overdraft                760,000
Total liabilities                 4,410,000       Total Assets     = 6,410,000
.: Capital owned             = 6,410,000   -   4,410,000
                                         = Shs 2,000,000

ii)  Borrowed Capital    = Long term Liabilities 
                                        = Debentures + Bank Loan
                                     = 1,500,000  + 1,350,000
                                          = Shs. 2,850,000    

iii) Working Capital    = Current Assets – Current Liabilities 
WC  = (Stock + Debtors + Cash) – (Creditors + Bank Creditor)
WC  = ( 1,450,000 + 1,080,000 + 480,000) – (800,000 + 760,000)
WC  = 3,010,000 – 1,560,000    = Shs 1,450,000

iv) Fixed Capital    =  Fixed Assets
Fixed Capital     = (Furniture + Equipment) 
                           = (1,600,000 + 1,800,000)
                            = Shs 3,400,000          
v) Capital Employed      =   Fixed Assets  + Working
            Capital Employed = (Furniture + Equipment) + Working Capital  
                = (1,600,000 + 1,800,000) + 1,450,000 = Shs.4, 850,000                        
UNEB 2003
	2003 No. 4 Section A
At the end of a trading period, a businessman’s records showed a stock of Shs. 1,020,000, cash at hand Shs. 670,000, debtors shs. 850,000, creditors Shs 360,000 and unpaid wages Shs 590,000. What is his working capital? 


Calculate;
Working Capital  = Current Assets – Current Liabilities 
Current Assets                                             Current Liabilities
Cash at hand          16,000                               Creditor               50,000
Debtors                  80,000                               Unpaid wage        20,000
Stock                      1,020,000 
                              2,540,000                                                    950,000 
   
.: Working Capital =  2,540,000   - 950,000   = Shs. 1,590,000 (D)
UNEB 2002
Qn. 9
	Determine the value of fixed capital from the following records of a business: Machinery shs. 1,350,000, Bank loan Shs. 1,200,000, premises Shs. 1,800,000, Debtors Shs. 600,000 



Fixed Asset = Machinery + Premises
                    1,350,000  + 1,800,000  = Shs.3,150,000
UNEB 2001
Qn. 15
	What is the value of current asset of a business which has the following records? Cash Sh.300,000, Loan shs. 75,000, stock Shs 100,400, creditor Sh 5,700, Debtor shs. 2,500



Current Assets = Cash + Stock + Debtors
                    300,000  + 100,400 +  2,500  = Shs. 402,900 (D)




UNEB 2000
(2000 No.17 Section A)
	A company’s current assets are Shs. 125,000, fixed assets are Shs. 500,000, long term liabilities are Shs. 300,000 and current liabilities are Shs. 85,000. Calculate its working capital.



Working Capital =  Current Assets – Current Liabilities  
                    125,000  - 85,000  = Shs. 40,000 (B)
UNEB  1998
No. 28a  
	Mr. Kato’s accounts showed the following as on 30th May,1997: Fixed assets Shs 500,000, Current  assets shs 220,000, long term liabilities shs 200,000, current liabilities shs 180,000
Using the information, calculate:
i) Capital owned, 
ii) Capital employed,
iii) Working capital.



i) Capital owned  = Total assets – Total Liabilities 
                             (FA + CA) – (LTL + CL)
                             (500,000 + 220,000) – (200,000  + 180,000)
                              720,000 – 380,000  = Shs. 340,000

ii) Capital Employed  = Fixed Assets + Working Capital  (CA –CL)
500,000 + (220,000 – 180,000) = Shs 540,000

iii) Working Capital  = current Assets – Current Liabilities 
                  220,000 – 180,000  = Shs 40,000







UNEB 1996
No. 13 Section A
The following is the balance sheet for Kilimani Ltd as at 31-12-1995.
Liabilities                                                        Assets 
Capital                Shs. 360,000	Buildings          Shs. 200,000
Creditor              Shs. 40,000	     Equipment       Shs. 112,000
  		Stock              Shs. 48,000
                                                                  Debtors            Shs. 32,000
                                                                  Cash at Bank     Shs. 8,000    
Total                    Shs. 400,000                     Total             Shs. 400,000
What is Kiliman Ltd’s working capital?
Working Capital  = Current Assets – Current Liabilities 
                             = (Stock + Debtors + Cash at hand) – Creditors
                                 (48,000 + 32,000 + 8,000) – 40,000
                                  88,000  - 40,000        =   Shs. 48,000 (A)

No. 12                                                         UNEB 1995
	From the following record of the book of a business, determine its working capital: stock shs. 135,000 over and water bills due shs 120,000, creditors shs185,000, cash shs 280,000, debtors shs 25,000


Working Capital = Current Assets – Current Liabilities 
CA = Stock + Cash + Debtors
     = 135,000 + 280,000  + 25,000   =  440,000
CL = OVER & water Bills Due + Creditors
     = 120,000 + 185,000                 = 305,000
Working Capital = 440,000  - 305,000  = Shs. 135,000



EXERCISE 
28. Study the balance sheet below and answer the question that follow.
Balance sheet of KImezi Apulli as at 31st Dec. 1994
DR                                                                                      CR
	                                           Shs
Capital                             1,000,000
Bank loan                           270,000
Drawings                            350,000
Creditors                             800,000
Profit for the year              620,000

                                             3,040,000
	                               Shs.
Premises                  950,000
Equipment               280,000
Stock                         840,000
Debtors                     390,000
Cash at (i) Bank        540,000
              (ii) Hand       40,000
                                    3,040,000



a) Determine the amount of 
i) Fixed assets.
ii) Current assets
iii) Long term liabilities
iv) Working capital.






BUSINESS EXCELLENCE

If one is to excel in business, he should learn how to monitor, estimate and calculate for the following;
Average stock, Gross profit, Expenses, Net profit, Net sales, Markup, Margin, Capital, liabilities and Assets of the Business.
To be able to estimate and calculate for above, one is urged to prepare some (all) of the following documents, Receipts, Vouchers, Pay-in – slips, journals, Cashbook, ledgers, income Statement and Balance Sheet.
Business managers/ owners are also urged at any time to know the strength, Weakness, Opportunities and threats of the business as regards;
·  The amount of Capital held in the business such as working capital, Employed, Capital owned, Borrowed Capita, Liquid / Floating / Circulating Capital, Fixed Capital, etc.
· Assets of the business both fixed and Current Assets.
· Liabilities both long term and short term liabilities of a business.
· The ratio of assets to liabilities; since too much liability drives the business to insolence, forcing it into bank rupty.
· The ability to acquire loans
· The effects of competitions, etc.
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