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[bookmark: _Toc53873868]Part a:

	Particulars 
	 Debit 
	 Credit 
	 

	 
	(Amounts in £)
	 

	 
	 
	 
	 

	 Cost of goods sold 
	 19,800.00 
	 
	 

	         Profit and loss 
	 
	 19,800.00 
	 

	 
	 
	 
	 

	 Depreciation expense-MV 
	   8,400.00 
	 
	 

	 Depreciation expense-computer equipment 
	   1,000.00 
	 
	 

	         Accumulated depreciation-MV 
	 
	   8,400.00 
	 

	         Accumulated depreciation-computer equipment 
	 
	   1,000.00 
	 

	 
	 
	 
	 

	 Electricity expense 
	   1,000.00 
	 
	 

	         Electricity payable 
	 
	   1,000.00 
	 

	 
	 
	 
	 

	 Prepaid insurance 
	      500.00 
	 
	 

	          Insurance expense 
	 
	      500.00 
	 

	 
	 
	 
	 

	 Income tax expense 
	   1,920.00 
	 
	 

	          Taxes payable 
	 
	   1,920.00 
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	Account Title 
	 Debit 
	 Credit 
	 

	 
	(Amounts in £)
	 

	 Accounts payable 
	 
	     17,120.00 
	 

	 Capital 
	 
	     84,760.00 
	 

	 Long term loan 
	 
	     27,000.00 
	 

	 Taxes payable 
	 
	       1,920.00 
	 

	 Inventory 
	       10,200.00 
	 
	 

	 Motor vehicle 
	       51,200.00 
	 
	 

	 Accumulated depreciation-motor vehicles 
	 
	     17,600.00 
	 

	 Prepaid insurance 
	            500.00 
	 
	 

	 Petty cash 
	              40.00 
	 
	 

	 Bank 
	       59,120.00 
	 
	 

	 Accounts receivables 
	       16,480.00 
	 
	 

	 Computer equipment 
	       10,000.00 
	 
	 

	 Accumulated depreciation-computer equipment 
	 
	       1,000.00 
	 

	 Provision for doubtful debts 
	 
	       1,000.00 
	 

	 Sales 
	 
	     60,600.00 
	 

	 COGS 
	       19,800.00 
	 
	 

	 Telephone expense 
	         4,320.00 
	 
	 

	 Purchases 
	 
	 
	 

	 Rent 
	         5,600.00 
	 
	 

	 Carriage inwards 
	         2,440.00 
	 
	 

	 Carriage outwards 
	         4,000.00 
	 
	 

	 Drawings 
	         6,500.00 
	 
	 

	 Electricity expense 
	         8,000.00 
	 
	 

	 Loan interest 
	            480.00 
	 
	 

	 Insurance 
	         1,000.00 
	 
	 

	 Depreciation expense-motor vehicle 
	         8,400.00 
	 
	 

	 Depreciation expense-computer equipment 
	         1,000.00 
	 
	 

	 Tax expense 
	         1,920.00 
	 
	 

	 
	 
	 
	 

	 Total 
	    211,000.00 
	  211,000.00 
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	Statement of profit or loss

	 
	 
	 

	Particulars
	(Amounts in £)

	 
	 
	 

	Sales
	 
	       60,600.00 

	Less: cost of goods sold
	 
	       19,800.00 

	 
	 
	 

	Gross profit
	 
	       40,800.00 

	 
	 
	 

	Less: expenses
	 
	 

	 Telephone expense 
	      4,320.00 
	 

	 Purchases 
	                 -   
	 

	 Rent 
	      5,600.00 
	 

	 Carriage inwards 
	      2,440.00 
	 

	 Carriage outwards 
	      4,000.00 
	 

	 Electricity expense 
	      8,000.00 
	 

	 Loan interest 
	         480.00 
	 

	 Insurance 
	      1,000.00 
	 

	 Depreciation expense-motor vehicle 
	      8,400.00 
	 

	 Depreciation expense-computer equipment 
	      1,000.00 
	 

	 Tax expense 
	      1,920.00 
	       37,160.00 

	 
	 
	 

	 Net profit 
	 
	         3,640.00 

	 
	 
	 



	Statement of financial position 

	 
	 
	 

	 Particulars 
	(Amounts in £)

	 
	 
	 

	 Current Assets: 
	 
	 

	 
	 
	 

	 Inventory 
	    10,200.00 
	 

	 Prepaid insurance 
	         500.00 
	 

	 Petty cash 
	           40.00 
	 

	 Bank 
	    59,120.00 
	 

	 Accounts receivables, less of provision for doubtful debts 
	    15,480.00 
	    85,340.00 

	 
	 
	 

	 Non-current Assets: 
	 
	 

	 
	 
	 

	 Motor vehicle, less accumulated depreciation 
	    33,600.00 
	 

	 Computer equipment, less of accumulated depreciation 
	      9,000.00 
	    42,600.00 

	 
	 
	 

	 Total Assets 
	 
	 127,940.00 

	 
	
	 

	 Liabilities: 
	 
	 

	 
	 
	 

	 Accounts payable 
	    17,120.00 
	 

	 Long term loan 
	    27,000.00 
	 

	 Taxes payable 
	      1,920.00 
	    46,040.00 

	 
	 
	 

	 Shareholders’ equity: 
	 
	 

	 
	 
	 

	 Capital, less drawings add net profit 
	    81,900.00 
	    81,900.00 

	 
	 
	 

	 Total liabilities and shareholders’ equity 
	 
	 127,940.00 

	 
	 
	                 -   



[bookmark: _Toc53873871]Question 2:

Financial literacy is of an utmost importance in a business. This merely means that the managers must know as to how to interpret the financial statement, how to control the costs etc.
The following are the ways through which financial literacy could prove to be helpful for the managers of the company:
1. Understanding the impact of the actions: once the managers start understanding the financial statements of the company, then they would start keeping the track of the expenses that are being incurred and also would understand the impact of these on the company. If these are applied to the specific items, then that would prove to be a motivating factor for the managers and team (Medium, 2020).
2. Financial literacy would help the managers in making much more informed decisions since they would be able to know the effect on the profitability of the company if they indulge themselves into any expense. During the difficult times, the manager could use confidentiality when considering the financial implications before weighing the options and through it, the best choice could be made for the team and its members. It would help in becoming a well-rounded leader who would be able to consider multiples facets of life.
3. If the manager understands the finances, then he would be in a position to help his team members out during the times the finances seem to be slow. In case, the team is requesting to fund a project, then if the manager is aware about the return on investment, then he would be able to help his team members. This would help in building a strong case for the company.
4. If the manager is financially literate, then he would be able to prove himself at the negotiation table. He would be able to negotiate salary, discuss benefits, and understand the bigger financial picture. In case the negotiation is such that affects the well-being of the company, then the financial implications of the outcome could be swayed.
5. A manger must understand the way in which the expenses of the team members have to be played and the way in which these should be converted into a liability. This would make him more financially efficient (HBS, 2020).
6. The manager would be able to understand investments if he is financially literate. He would focus on creation of wealth which serves to be important and which would help in investments. Unless and until there is a part of money, one would not grow and one would not struggle in order to meet the financial goals of long term.
7. If the manager is financially literate, then he can manage debt for his personal income. He could decide as to whether to borrow loans from the education loans or borrow car loans etc. (Business, 2020)
8. He would effectively be able to clear all bills concerned.
9. Financial literacy would help in budgeting since the company always allocates a budget to the department and if the manager is not bale to understand this budget, then he would end up losing control over his expenses which would lead to high variances.
Therefore, being financially literate is very important both for professional work and for personal work (Basu, 2020).
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[bookmark: _Toc53873873]Part d:

	Particulars 
	 Debit 
	 Credit 

	 
	 (Amounts in £) 

	 Fittings 
	    10,950.00 
	 

	 Accumulated depreciation-fittings 
	 
	      4,614.00 

	 Buildings 
	    45,000.00 
	 

	 Accumulated depreciation-buildings 
	 
	    10,125.00 

	 Inventory 
	    31,500.00 
	 

	 Trade receivables 
	    14,150.00 
	 

	 Allowance for doubtful debts 
	 
	      1,907.50 

	 Prepaid rates 
	         540.00 
	 

	 Cash in hand 
	           75.00 
	 

	 Cash at bank 
	      1,425.00 
	 

	 Trade payables 
	 
	    27,000.00 

	 Capital 
	 
	    28,575.00 

	 Drawings 
	      7,575.00 
	 

	 Cost of goods sold 
	 111,000.00 
	 

	 Revenue 
	 
	 180,000.00 

	 Wages 
	    18,000.00 
	 

	 Advertising 
	         300.00 
	 

	 Rates 
	      5,460.00 
	 

	 Bank charges 
	      2,700.00 
	 

	 Depreciation expense-buildings 
	      1,125.00 
	 

	 Depreciation expense-fittings 
	         864.00 
	 

	 Bad debt expense 
	      1,557.50 
	 

	 
	 
	 

	 Total 
	 252,221.50 
	 252,221.50 
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	Particulars 
	 Debit 
	 Credit 
	 

	 
	(Amounts in £)
	 

	 
	 
	 
	 

	 Cost of goods sold 
	     111,000.00 
	 
	 

	         Profit and loss 
	 
	    111,000.00 
	 

	 
	 
	 
	 

	 Depreciation expense-fittings 
	          8,400.00 
	 
	 

	 Depreciation expense-building 
	          1,000.00 
	 
	 

	         Accumulated depreciation-fittings 
	 
	         8,400.00 
	 

	         Accumulated depreciation-buildings 
	 
	         1,000.00 
	 

	 
	 
	 
	 

	 Bad debt expense 
	          1,557.50 
	 
	 

	        Provision for doubtful debts 
	 
	         1,557.50 
	 

	 
	 
	 
	 

	 Prepaid insurance 
	             540.00 
	 
	 

	          Insurance expense 
	 
	            540.00 
	 

	 
	 
	 
	 

	 Drawings 
	             450.00 
	 
	 

	           Cash at bank 
	 
	            450.00 
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	Statement of profit or loss

	 
	 
	 

	Particulars
	(Amounts in £)

	 
	 
	 

	Revenue
	 
	     180,000.00 

	Less: cost of goods sold
	 
	     111,000.00 

	 
	 
	 

	Gross profit
	 
	        69,000.00 

	 
	 
	 

	Less: expenses
	 
	 

	 
	 
	 

	 Wages 
	 18,000.00 
	 

	 Advertising 
	      300.00 
	 

	 Rates 
	   5,460.00 
	 

	 Bank charges 
	   2,700.00 
	 

	 Depreciation expense-buildings 
	   1,125.00 
	 

	 Depreciation expense-fittings 
	      864.00 
	 

	 Bad debt expense 
	   1,557.50 
	        30,006.50 

	 
	 
	 

	 Net profit 
	 
	        38,993.50 



	Statement of financial position 

	 
	 
	 

	 Particulars 
	(Amounts in £)

	 
	 
	 

	 Current Assets: 
	 
	 

	 
	 
	 

	 Inventory 
	          31,500.00 
	 

	 Prepaid rates 
	               540.00 
	 

	 Cash in hand 
	                 75.00 
	 

	 Cash at bank 
	            1,425.00 
	 

	 Accounts receivables, less of provision for doubtful debts 
	          12,242.50 
	     45,782.50 

	 
	 
	 

	 Non-current Assets: 
	 
	 

	 
	 
	 

	 Fittings, less accumulated depreciation 
	            6,336.00 
	 

	 Buildings, less of accumulated depreciation 
	          34,875.00 
	     41,211.00 

	 
	 
	 

	 Total Assets 
	 
	     86,993.50 

	 
	
	 

	 Liabilities: 
	 
	 

	 
	 
	 

	 Accounts payable 
	          27,000.00 
	     27,000.00 

	 
	 
	 

	 Shareholders’ equity: 
	 
	 

	 
	 
	 

	 Capital, less drawings add net profit 
	          59,993.50 
	     59,993.50 

	 
	 
	 

	 Total liabilities and shareholders’ equity 
	 
	     86,993.50 

	 
	 
	                  -   
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The following table shows the calculated ratios:

	Particulars
	Danny limited
	Amber limited
	 

	 
	(Amounts in £)
	 

	Liquidity ratios:
	 
	 
	 

	 
	 
	 
	 

	Current ratio:
	1.8536056
	1.69564815
	 

	 
	 
	 
	 

	Current Assets
	 85,340.00 
	    45,782.50 
	 

	Current liabilities
	 46,040.00 
	    27,000.00 
	 

	 
	 
	 
	 

	Quick ratio:
	1.6320591
	-10.1738889
	 

	 
	 
	 
	 

	Current Assets-inventory
	 75,140.00 
	    45,782.50 
	 

	Current liabilities
	 46,040.00 
	     -4,500.00 
	 

	 
	 
	 
	 

	Profitability ratios:
	 
	 
	 

	 
	 
	 
	 

	Gross profit ratio:
	67.33%
	38.33%
	 

	 
	 
	 
	 

	Gross profit
	 40,800.00 
	    69,000.00 
	 

	Sales
	 60,600.00 
	 180,000.00 
	 

	 
	 
	 
	 

	Net profit ratio:
	6.01%
	21.66%
	 

	 
	 
	 
	 

	Net profit
	   3,640.00 
	    38,993.50 
	 

	Sales
	 60,600.00 
	180000
	 

	 
	 
	 
	 



The liquidity ratios shows the ability of the company to meet its short term debt payments. The higher this ratio, the better it is for the business since that would mean that the company would not face cash crunch in near future at least.
The ratios calculated for companies are higher in the case of Danny limited. This is evident from the current ratio of 1.85 and quick ratio of 1.63 for Danny limited when compared with 1.69 and -10.17 respectively for Amber limited.

The profitability ratios shows the profits that have been earned by the company. Again the higher this ratio, the better it is for the company.
The gross profit shows the amount of profit that has been earned by the company after meeting its cost of goods sold. This ratio is high in the case of Danny which is evident from 67.33% for Danny limited and 38.33% for Amber limited.
The net profit shows the amount of profit that has been earned by the company after meeting its other expenses or costs. This ratio is high in the case of Amber which is evident from 21.66% for Amber limited and 6.01% for Danny limited.

In the nutshell, it could be stated that the above calculated ratios holds good for Danny limited and proves that this business is sound and better than Amber limited. 
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