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QUESTION 1

Accounts receivable (AR) is the balance of money due to a firm for goods or services delivered or used but not yet paid for by customers. Accounts receivables are listed on the balance sheet as a current asset. AR is any amount of money owed by customers for purchases made on credit.

a) State THREE (3) Challenges in collecting account receivable. 

(3 marks)

b) Short Case study 1
It may seem very obvious, but if cash is to be collected, then the customer must be invoiced. It is essential that the invoice is sent out quickly and accurately. The receipt of your invoice is the first indication a company gets of the efficiency of your debt collection system. If the invoice takes a long time to arrive and is not accurate, then your accounts receivable department will be viewed as inefficient and customers may seek to exploit this perceived weakness and delay payment. Furthermore, if an invoice is inaccurate some customers will take this as an opportunity to claim that there is a dispute on the account and, therefore, stop payment of all invoices until the dispute is resolved.

Refer to short case study 1, explain the methods a company could use to ensure customers pay in a timely. 

(15 marks)

QUESTION 2
KS Resources Enterprise

Statement of Profit or Loss Account for the year ended 31 December 2020

	
	RM
	RM

	Sales
	
	84,000

	Less Cost of sales:
	
	

	Opening stock
	4,000
	

	Add Purchases
	42,000
	

	
	46,000
	

	Less Closing stock
	(3,600)
	42,400

	Gross profit
	
	41,600

	Less Expenses
	
	

	General expenses
	29,600
	

	Loan interest
	400
	(30,000)

	Net profit
	
	11,600

	Note: 5% of sales are cash sales
	
	


KS Resources Enterprise

Statement of Financial Position as at 31 December 2020

	
	RM
	RM

	Non-Current Assets
	
	48,000

	
	
	

	Current Assets
	
	

	Stock
	3,600
	

	Debtors
	14,500
	

	Bank
	8,500
	26,600

	Total Assets
	
	74,600

	
	
	

	Current Liabilities
	
	

	Creditors
	7,800
	7,800

	
	
	

	Non-Current Liabilities
	
	

	5% Bank Loan
	
	  8,000

	
	
	

	
	
	

	Equity
	
	

	Capital
	54,400
	

	Add Net profit
	11,600
	

	
	66,000
	

	Less Drawings
	(7,200)
	58,800

	Total liabilities and equity
	
	74,600


Required:

Calculate the following ratios:

(a) Gross profit margin

(1 marks)

(b) Net profit margin after interest

(2 marks)

(c) Sales to capital employed

(2 marks)

(d) Current ratio (working capital)

(1 marks)

(e) Liquidity ratio (acid test)

(2 marks)

(f) Trade receivable ratio

(2 marks)
(g)  Trade payable ratio

(2 marks)
(12 marks)
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