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Question 1ENTRIES
 
JOURNALS 
 
Dr. 
(£)
 
Cr. 
(£)
 
31.12.2019
 
Closing stock a/c     dr.
 
 
    
To COGS           a/c     
 
 
(being inventory in hand recoded)
 
10200
 
 
 
10200
 
31.12.2019
 
Depreciation a/c      dr.
 
 
     
To   motor vehicles       a/c    
 
 
(being depreciation charged on motor vehicle @20% on 
reducing method)
 
10240
 
 
 
10240
 
31.12.2019
 
Depreciation a/c      dr.
 
 
    
To  computer equipment        a/c       
 
 
(being depreciation calculated and charged on computer 
equipment @10% on cost)
 
1000
 
 
 
1000
 
31.12.2019
 
Electricity bill a/c       dr.
 
 
     
To   cash         a/c       
 
 
(being electricity bill recorded in the books)
 
1000
 
 
 
1000
 
31.12.2019
 
Prepaid insurance a/c      dr.
 
 
 
   
To insurance         a/c      
 
 
(being praised insurance recorded for the year 2017)
 
500
 
 
 
5000
 
31.12.2019
 
Tax a/c    dr.
 
 
     
To the payment of tax         
 
 
(being  payment of tax recorded)
 
1920
 
 
 
1920
 
 


A) JOURNAL ENTRY:
Books of Danny ltd as on 31st December 2019


Depreciation on Motor vehicle on reducing method:

= £ 51200*20/100
= £ 10240
Depreciation on computer equipment on cost:
= £ 10000*10/100
= £ 1000
















b)	TRIAL BALANCE:
Trial balance as on 31.12.2019
SERIAL 
NO.
 
NAME OF ACCOUNTS 
 
L/F
 
AMOUNT 
(DR.)
 
AMOUNT 
(CR.)
 
 
Motor vehicle 
 
 
51200
 
 
 
Depreciation on motor vehicle 
 
 
 
10240
 
 
Accumulated depreciation of 
motor vehicle 
 
 
 
9200
 
 
Depreciation on computer 
equipment 
 
 
 
1000
 
 
 
Computer 
equipment
 
 
 
10000
 
 
 
Carriage inward 
 
 
2440
 
 
 
Carriage outward 
 
 
 
4000
 
 
Inventory 
 
 
6600
 
 
 
Accounts receivables 
 
 
16480
 
 
 
Electricity 
 
 
6000
 
 
 
Provision for doubtful debt 
 
 
1000
 
 
 
Petty cash 
 
 
40
 
 
 
Cash at bank
 
 
59120
 
 
 
Accounts payables
 
 
 
16120
 
 
Capital 
 
 
 
84760
 
 
Drawings 
 
 
6500
 
 
 
Loan interest  
 
 
 
480
 
 
Purchase 
 
 
26400
 
 
 
Rent 
 
 
5600
 
 
 
COGS
 
 
19800
 
 
 
Sales 
 
 
 
60600
 
 
Telephone  
 
 
4320
 
 
 
Long term loan 
 
 
 
27000
 
 
Insurance 
 
 
1000
 
 
 
TOTAL (rounded off)
 
 
231500
 
231500
 

c)PROFIT AND LOSS ACCOUNT:
profit and loss account
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BALANCE SHEET
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Question 3

a)	JOURNAL ENTRIES
Books of Amber’s as on 31st December 2019
[image: ]
Working notes: 
Inventory equation= opening stock + purchase = closing stock +COGS
Inventory = 31500-22500 = 9000
COGS = 22500+120000-31500
	= 111000
Depreciation of fittings = book value - accumulated depreciation * 12% 
			   = (10950-3750) *12/100
			   = 864
Depreciation of buildings = book value/ life cycle
     = 45000/40 
     = 1125
Calculation of bad debt expense:
Accounts receivable = 		15000
Less: debt allowance uncovered = 	(850)
Total balance			    =   14150
Allowance required 		    = 14150 *5% = 707.5
Allowance balance existing 	    = 1200-850 = 350
Expenditure on bad debt 	    = 707.5-350 = 357.5

   
B)Trial balance as on 31.12.2017[image: ]


c)PROFIT AND LOSS ACCOUNT:
[image: ]




Preparation of balance sheet for Amber as on 31.12.2017
BALANCE SHEET
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Question 2

The financial management it is one of the most important aspects for a business. For starting the business or leading one it is important to have some knowledge or good knowledge of financial management.
Financial management refers to a strategic planification, organize or controlling a business. Also includes the applying of financial management principles in an organization, who also played a critical role in a business. This are some examples of good financial management:
•	Maintaining enough supply of founds 
•	Ensuring shareholders of the organization to get good returns on their investments 
•	Optimum and efficient utilization of founds 
•	Create real and safe investment
The department of financial management have numerous functions, like:
•	Calculated the capital requested (the financial managers calculate the amount of capital that the organization needs).
•	Formation of capital structure (this depends on the amount of capital the company owns);
•	Investing the capital (the financial managers must invest safe and profitable in a business);
•	Allocation of profits (this could involve keeping a part of the profit for further investments);
•	Effective management of money (its responsible of effectively managing the firm’s money);
•	Financial control (this can be used as a tool such as ratio analysis or risk management);
The financial management it is important to a business because helps the 	organization in financial planning, provides economic stability and assists organization in making critical financial decisions.




Question 4
 
 
 
Liquidity management 
it is important for organization 
and have as an objective 
the pay of 
current obligation that includes 
the operational and financial expenses that are on short term 
but becoming long term debt.
 
The liquidity ratio
s is use in every organization in the form of 
current ratio, quick ratio, and 
acid ratio and they have a great effect on 
profitability of organization.
 
Liquidity ratios measure the business ability 
to meet the payment obligations by comparing 
the cash ne
arcash 
with the payment obligations.
 
The liquidity ratios are an important class of financial metrics 
use to determinate a debtor 
ability to pay of 
current debt obligations without raising external capital.
 
 
Profitability ratios are financial 
metric used to 
asses a business ability to generate earning 
re
lative 
in his revenue, operating costs, quickly 
over time 
 
using data from a specific point of 
time.
 
Profitability ratios 
show how efficiency 
a 
business generate profit and value for 
shareholders.
 
Higher ratio
s
 
resulting 
in a favorable situation 
for the company
.
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SERIAL  NO.  NAME OF ACCOUNTS   L/F  AMOUNT  (DR.)  AMOUNT  (CR.)  

1  Fittings    10950   

2  Depreciation on fittings     4614  

3    Accumulated depreciation on  fittings    864   

4  Depreciation on buildings    1125   

5    Buildings    45000   

6  Accumulated depreciation on  buildings     10125  

7  Inventory    31500   

8  Trade receivables    14150   

9  Doubtful debt allowance    707.5  

10  Cash in hand    75   

11  Cash at bank   1425   

12  Trade  payables    27000  

13  Capital     28575  

14  Drawings    7575   

15  Bank charges    2700   

16  Revenue     180000  

17  Expenditure on bad  debt   357.5   

18  Wages    18000   

19  Advertising    300   

20  Prepaid rates   540   

21  COGS   111000   

22  Rates    5460   

 TOTAL (rounded off)   251022  251022  
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Particulars      Amount  

                  

revenue      180000  

less: COGS     111000  

Gross profit      69000  

less: operating expenditure           

bad debts      375.5  

advertising     300  

wages     18000  

bank charges      2700  

rates      5460  

            26835.5  

profit before depreciation   42164.5  

less: fittings depreciation      864  

less: building depreciation      1125  

            1989  

net profit      40175.5  
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Particulars   amount   amount   

                     

Assets               

cash in hand         75  

cash at bank         1425  

inventory         31500  

trade receivables   14150        

less: doubtful debt  allowance  707.5  13442.5  

prepaid rates        540  

fittings    10950        

less: accumulated depreciation   4614  6336  

buildings    45000        

less: accumulated depreciation   10125  34875  

                     

total assets        88193.5  

                     

Liabilities and Owner's Equity              

liabilities               

trade payable        27000  

total liabilities         27000  

                     

Owners Equity               

capital   28575        
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      Particulars      Amount  

                        

      SALES       60600  

      less: COGS     19800  

      Gross profit      40800  

      less: electricity       6000  

      bad debts      1000  

      rent      5600  

      telephone       4320  

      bank charges      2700  

      insurance      1000  

                  20620  

      profit before depreciation   20180  

less: computer equipment depreciation   1000  

      less: motor vehicle  depreciation   10240  

                  11240  

      net profit      8940  
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   Particulars   amount   amount   

                        

   Assets               

   petty cash         40  

   cash at bank         59120  

   inventory         10200  

   accounts receivables   16480        

less:  provision for doubtful debt   1000  15480  

   prepaid insurance         500  

   computer equipment     10000        

   less: accumulated depreciation   1000  9000  

   motor vehicle     51200        

   less: accumulated depreciation   19840  31360  

                        

   total assets        125700  

                        

   Liabilities and Owner's Equity              

   liabilities               

   trade payable        16120  

   total liabilities         16120  

   suspense account         19880  

   Owners Equity               

   capital   84760        

   less: drawings   4000        

   add: profits   8940  89700  
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ENTRIES  JOURNALS   Dr. (£)  Cr. (£)  

31.12.2017  Inventory a/c      dr.        COGS       a/c      dr.            To   purchases      a/c      (Cogs of the inventory recorded )    9000     111000          120000  

31.12.2017  Depreciation on fittings a/c      dr.     Depreciation on   buildings a/c     dr.              To  accumulated depn . Fittings      a/c                   To accumulated depn. Building        a/c       (depreciation recorded on the assets)    864     1125          864     1125  

31.12.2017  Prepaid rates a/c     dr.            To rates       a/c           (payment of rates recorded)  540      540  

31.12.2017  Doubtful debt   allowance a/c    dr.             To accounts receivable a/c     dr.       (bad debts and expenses being recorded)    850      850  

31.12.2017  Drawings a/c       dr.           To    cash at bank         a/c         (drawings recorded for personal use from the bank)     450      450  

 


