


a) Journal Entries for Danny LTD

I. Value of inventory on 31 December 2019


	Account
	Debit (£)
	Credit (£)

	Closing Inventory a/c
	10.200
	

	Cost of goods a/c
	
	10.200




II. Depreciation of motor vehicle at 20%
51200-9200*0,2=8400

	Account
	Debit (£)
	Credit (£)

	Depreciation of motor vehicle a/c
	8.400
	

	Accumulated depr motor vehicle a/c
	
	8.400



Depreciation of computer equipment on cost at 10% 
10000*0,1=1000

	Account
	Debit (£)
	Credit (£)

	Depreciation computer equipment a/c
	1000
	

	Accumulated depr comp. equipment a/c
	
	1000



III. Accrued Electricity Bill

	Account
	Debit (£)
	Credit (£)

	Electricity bill a/c
	1000
	

	Electricity payable a/c
	
	1000



IV. Prepaid Insurance

	Account
	Debit (£)
	Credit (£)

	Prepayment insurance a/c
	500
	

	Insurance a/c
	
	500



V. Unpaid Taxes 

	Account
	Debit (£)
	Credit (£)

	Unpaid taxes a/c
	1920
	

	Taxes payable
	
	1920





b) Updated trial balance for Danny LTD

	Account
	Debit (£)
	Credit (£)

	Accounts payable
	
	16120

	Account receivable
	16480
	

	Carriage inwards
	2440
	

	Computer equipment at cost 
	10000
	

	Depreciation computer equipment
	1000
	

	Carriage outwards
	4000
	

	Drawings
	6500
	

	Electricity
	8000
	

	Electricity payable
	
	1000

	Loan interest
	480
	

	Provisions for doubtful debt 
	
	1000

	Insurance
	1000
	

	Prepaid insurance
	500
	

	Motor vehicles at cost
	51200
	

	Depreciation motor vehicle
	8400
	

	Capital
	
	84760

	Opening inventory
	3600
	

	Closing inventory
	10200
	

	Accumulated depreciation motor vehicles
	
	17600

	Accumulated depreciation computer equipment
	
	1000

	Petty cash
	40
	

	Bank
	59120
	

	Purchases
	26400
	

	Rent
	5600
	

	Taxes
	1920
	

	Taxes payable
	
	1920

	Sales
	
	60600

	Cost of goods sold
	
	10200

	Telephone
	4320
	

	Long term loan
	
	27000

	Total
	221200
	221200





c) Financial Statements

	Danny LTD

	Statement of profit or loss 

	for the year ending at 31 December 2019

	
	
	

	Sales (Less return otward)
	
	£60,600.00

	Less cost of Sales:
	
	

	             Opening inventory 
	£3,600.00
	

	        +   Purchases (+ carriage inwards - returns outward)
	£28,840.00
	

	        -    Closing inventory
	£10,200.00
	

	
	
	£22,240.00

	
	
	

	Gross Profit
	
	£38,360.00

	
	
	

	Add other Income
	
	

	Total Income
	
	£38,360.00

	
	
	

	Expenses
	
	

	Electricity
	£8,000.00
	

	Depreciation computer
	£1,000.00
	

	Loan interest
	£480.00
	

	insurance
	£1,000.00
	

	Depreciation motor vehicle
	£8,400.00
	

	Carriage outward
	£4,000.00
	

	Rent
	£5,600.00
	

	Taxes
	£1,920.00
	

	Telephone
	£4,320.00
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Total Expenses
	
	£34,720.00

	
	
	

	
	
	

	Net Profit / (Loss)
	
	£3,640.00





	
	

	Statement of Financial Position as of 31st December 2019

	
	

	
	£

	Assets
	

	Non-current assets
	

	Computer equipment
	10,000

	Accumulated depreciation at computer equipment
	1,000

	motor vehicle
	51,200

	Accumulated depreciation at motor vehicle
	8,400

	Fixtures and fittings
	0

	
	

	Current assets:
	

	Inventories
	10,200

	Trade and other receivables
	15,480

	Prepayment insurance
	500

	Bank
	59,120

	Petty cash
	40

	Total assets
	155,940

	
	

	Capital & Liabilities 
	

	Capital
	84,760

	Profit for the period
	5,560

	Drawings
	6,500

	
	96,820

	Non-current liabilities:
	

	Long-term loan
	27,000

	
	

	Current liabilities:
	

	Accounts payable
	16,120

	Taxes payable
	2,900

	
	 

	Total capital and liabilities
	142,840





2. Importance of Financial literacy for managers

Financial literacy can be defined as a possession of a collection of skills and knowledge that enables a person, with all their economic resources, to make informed and successful decisions. It is now the priority of state-run initiatives in countries to raise interest in personal finances. Those people with proper training in financial literacy make good financial decisions and handle money better than someone without any experience. Financial literacy is an understanding of financial terms, claims, and principles and an appreciation of how to make a financial impact using this knowledge.
When you are a manager, with a new framework, financial literacy will help you to approach issues. Before evaluating your choices and making the right choice for a team and company, you can comfortably consider the financial consequences when faced with a challenging business move. Financial literacy will help you to become an excellently rounded leader who takes several aspects of any problems that occur into consideration. At the discussion table, financial literacy will help you to improve. Getting an understanding of the broader financial picture will serve you well, whether you are negotiating salary, benefits, or the nature of a plan. If the topic of negotiation involves the organisation's financial well-being, knowing how and when to talk about the financial consequences of your desired result could influence the discussion in your favour. Knowing how each of the costs of your team fits into the liabilities on the balance sheet of your company will help you to determine how to become more financially effective.
Financial literacy is very important for business managers because it refers to the ability to learn how to make good financial decisions so that your money can be handled and grown confidently. You can assign your income to different purposes concurrently when you are financially literate, not just to current expenditures, but also to investments, debt reduction and an emergency fund. With self-assurance, you can manage the financial environment, and you'll have the knowledge to thoroughly study items such as loans, credit cards and business opportunities. Financially literate customers can comfortably handle capital, which means allocating their earnings efficiently to their priorities and restricting or attacking their debt. In conjunction with productive financial markets, a financially literate customer and investor bases also theoretically reduces the level of regulatory action needed.
Accounting provides managers and investors with substantial financial data that is valuable for decision making. In general, this method of finance is called managerial accounting.
Business managers use most of the time information from accounting because they are the primary persons who have to:  analysing how management has discharged its duty to safeguard and control the capital of the company, shaping decisions on whether to borrow or spend company capital or shaping improvement or cutting jobs options.
Proprietors need to determine how well their company is doing. Financial statements provide managers with statistics on the viability of the company, as well as individual goods and regional divisions. Owners are still interested in understanding even more how risky their organisation is. Accounting information allows managers to determine the level of business growth over the years and the degree to which shifts in economic conditions have impacted the company's profits. Such data allows investors to determine whether to invest even more in the company or whether to use their financial capital elsewhere in more lucrative company projects. Management requires financial data to track company performance by comparison with past performance, analysis of rivals, key performance metrics and market standards. Managerial accounting focuses information, such as acquisition, funding and pricing 

decisions, to shape their management decisions. For instance, in the case of investment decisions, managers would need the return on investment estimation of the planned project to be backed by accurate cost and revenue estimates.
In order to make day-to-day and longer-term strategic actions, leaders obviously use management accounting. It takes additional effort and cost to compile and analyse the information presented in managerial accounting reports, but they save significant time by supplying information to managers that can be hard to scientifically obtain. Financial accounting provides documents based on commonly accepted accounting standards that guarantee some level of rigour and continuity across sectors and within individual companies. Management accounting information contains many of the same reports as business finance, but the management accounting calculation and reporting regulations only need to follow the own quality and utility requirements since these statistics are typically only checked and used by the own workforce. Accounting for management helps us to increase productivity by monitoring the results of improvements that may sound trivial but can have far-reaching implications. Output data monitoring helps you find the optimal number of individuals to have on the production floor and the optimal batch size to manufacture before output tends to get bogged down or supported in obstacles. Through time saved implementation improvements based on your findings, the extra time spent gathering this data will easily compensate for itself.
Accounting is a corporate operation monitoring and reporting framework. Your system may be easy or complicated by a software company, developed or standardised, but it must be relatively current and precise, or your company may face functional and even difficulties. A very well-maintained system of accounting also does not keep you out of difficulty. It also provides knowledge that will help make the business a great company and help managers to make good financial reports.


3. d) Journal Entries for Amber”s Ledger
I) Value of inventory on 31 December 2017
31500-22500=9000
Opening Inventory                                                            22500
Purchases                                                                           120000
Closing inventory	                    31500
Cost of goods sales	                   111000

	Account
	Debit (£)
	Credit (£)

	Inventory a/c
	9000
	

	Cost of good sales a/c
	111000
	

	Purchases
	
	120000




II) Depreciation of fittings and buildings
(10950-3750)*0,12=864
	Account
	Debit (£)
	Credit (£)

	Depreciation of fittings a/c
	864
	

	Accumulated depreciation of fittings a/c
	
	864



Depreciation of buildings
45000/40=1125
	Account
	Debit
	Credit

	Depreciation of buildings a/c
	1125
	

	Accumulated depr. of buildings a/c
	
	1125



III) Rates payments of 540£
	Account
	Debit (£)
	Credit (£)

	Prepaid Rates a/c
	540
	

	Rates a/c
	
	540



IV) Debt of £850 with additional allowance of 5%
	Account
	Debit
	Credit

	Allowance for doubtful debt a/c
	850
	

	Acc receivable a/c
	
	850




V) Personal use amount of 450£
	Account
	Debit (£)
	Credit (£)

	Drawings a/c
	450
	

	Bank a/c
	
	450





e) Updated trial balance for Amber’s Ledger

	Account
	Debit £
	Credit £

	Fittings
	10950
	

	Accumulated depr fittings (3750+1314)
	
	5064

	Buildings
	45000
	

	Accumulated depr buildings (9000+1125)
	
	10125

	Inventory
	22500
	

	Trade receivables
	15000
	

	Allowance for doubtful debts
	
	1200

	Accounts receivable
	850
	

	Cash in hand
	75
	

	Cash in bank
	1875
	

	Trade payables
	
	27000

	Capital
	
	28575

	Drawings
	7125
	

	Purchases
	120000
	

	Revenue
	
	180000

	Wages
	18000
	

	Advertising
	300
	

	Rates
	6000
	

	Bank charges
	2700
	

	Bank a/c
	450
	

	Prepaid a/c
	540
	

	Total
	251365
	251964





f) Financial Statements



	Amber"s Ledger

	Statement of profit or loss 

	for the year ending on 31 December 2017

	
	
	

	Sales (Less return otward)
	
	£111,000.00

	Less cost of Sales:
	
	

	             Opening inventory 
	£22,500.00
	

	        +   Purchases (+ carriage inwards - returns outward)
	£120,000.00
	

	        -    Closing inventory
	£31,500.00
	

	
	
	£111,000.00

	
	
	

	Gross Profit
	
	£0.00

	
	
	

	Add other Income
	
	

	Total Income
	
	£0.00

	
	
	

	Expenses
	
	

	Bank charges
	£2,700.00
	

	wages 
	£18,000.00
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Total Expenses
	
	£20,700.00

	
	
	

	
	
	

	Net Profit / (Loss)
	
	-£20,700.00





	
	

	Statement of Financial Position as of 31st December 2017

	
	

	
	£

	Assets
	

	Non-current assets
	

	Fittings
	10,950

	Accumulated depreciation at fittings
	5,064

	Buildings
	45,000

	Accumulated depreciation at buildings
	10,125

	
	

	Current assets
	

	Inventories
	31,500

	Cash in bank
	1,875

	Trade and other receivables
	15,000

	Prepayment rates
	540

	Bank
	450

	Cash in hand
	75

	Total assets
	120,579

	
	

	Capital & Liabilities 
	

	Capital
	28,575

	
	

	Drawings
	7,125

	
	35,700

	
	

	
	

	
	

	Current liabilities:
	

	Trade payable
	27,000

	
	

	
	 

	Total capital and liabilities
	62,700






	


4. Analysis the financial statements

The Financial Statement of Danny LTD for 31st of December 2017 includes Total Assets, Total Liabilities, Sales, Net Earnings, Depreciation and Net Capital.  The divisional summary comparison will only be done on Total Assets, Total Liabilities, Long term debt and Net Capital. 
The overall total expenses show that approximately 30% of expenses are increasing because of the electronic depreciation (20% depreciation of motor vehicle and 10% depreciation of computer equipment), costing a total of £9.400 of total expenses. 
The financial statement shows that the assets are lower than the current assets which can be classified as an advantage for the business. Current assets are the most liquid of all the assets, meaning they are easily transferred into cash within one year, and the business can use that amount to invest it into different goods. The current liabilities are also less with £7.980 of total liabilities. The long-term debt it is about £27.000 of total liabilities which does not prevent the business on making profit. 
The ratio and trend analysis shows the consolidated financial ratios, asset management, liquidity, debt management and profitability ratios which were analysed and calculated on the financial statement and balance sheet of the company. 
Basically, liquidity ratios determine how Danny LTD will fulfil its short-term commitments in this situation. The asset management ratio demonstrates how company handles its assets efficiently. 
The ratios of debt management show how a business uses debt financing, and finally the ratio of profitability shows how productive the activities of the companies are. A description of the results of the liquidity, wealth management and debt management ratios are the profitability ratio. 
Analysing the financial statement, balance sheet and the statement of profit and loss of the company called Amber`s Ledger, can conclude its financial condition and how it has operated during the year 2017. 
After calculating , interpreting and analysing the financial reports of the company, the conclusion is that the company has not a good liquidity statement , it has more liabilities than short-term assets (which are not able to cover the liabilities ) which means that the company has not enough working capital. 
Regarding profitability, the company has not a good situation by the end of the year because has not enough assets to generate revenues and has expenses of £27.000 and not enough working capital and sales.
Its profit it is on minus that means it is not an effective business, the managers of the company must generate more working capital and try to make a company less financed by debts. 
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