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1. Danny Ltd.
Of the period 1st January 2019 to 31st December 2019
	In the books of Danny Ltd

	Journal

	
	
	

	Particulars
	Debit amount
	Credit amount

	 
	 
	 

	Depreciation a/c…..dr
	£9,400
	 

	To Accumulated depreciation - motor vehicles a/c
	 
	£8,400

	To Computer Equipment a/c
	 
	£1,000

	(Being depreciation on charged on assets)
	 
	 

	 
	 
	 

	Electricity a/a ….dr
	£1,000
	 

	To Electricity payable a/c
	 
	£1,000

	(Being electricity expenses for last three months accounted for)
	 
	 

	 
	 
	 

	Prepaid Insurance a/c ….dr
	£500
	 

	To Insurance a/c
	 
	£500

	(Being insurance prepaid for nect year accounted for)
	 
	 

	 
	 
	 

	Tax expenses a/c ….dr
	£1,920
	 

	To Tax payable a/c
	 
	£1,920

	(Being tax expenses for the period being accounted for)
	 
	 

	
	
	

	
	
	

	Working note:
	
	

	
	
	

	Calculation of depreciation on Motor vehicle
	
	

	Cost
	£51,200
	

	Less: Accumulated depreciation
	£9,200
	

	Net value
	£42,000
	

	Depreciation @ 20%
	£8,400
	

	
	
	

	Calculation of depreciation on Computer equipment
	
	

	Cost
	£10,000
	

	Depreciation @ 10%
	£1,000
	


	In the books of Danny Ltd

	Trial Balance as on 31.12.2019

	
	
	

	Particulars
	Debit amount
	Credit amount

	Accounts payable
	 
	£16,120

	Accounts receivable
	£16,480
	 

	Carriage inward
	£2,440
	 

	Computer equipment at cost
	£9,000
	 

	Carriage outward
	£4,000
	 

	Depreciation
	£9,400
	 

	Drawings
	£6,500
	 

	Electricity
	£8,000
	 

	Electricity payable
	 
	£1,000

	Loan interest
	£480
	 

	Prepaid insurance
	£500
	 

	Provisions for doubtful debt
	 
	£1,000

	Insurance
	£1,000
	 

	Motor vehicles at cost
	£51,200
	 

	Capital
	 
	£84,760

	Opening inventory
	£3,600
	 

	Accumulated depreciation - motor vehicles
	 
	£17,600

	Petty cash
	£40
	 

	Bank
	£59,120
	 

	Purchases
	£26,400
	 

	Rent
	£5,600
	 

	Sales
	 
	£60,600

	Tax expenses
	£1,920
	 

	Tax payable
	 
	£1,920

	Telephone
	£4,320
	 

	Long-term loan
	 
	£27,000

	 
	£210,000
	£210,000


	Danny Ltd

	Statement of profit or loss 

	For the period 1 January 2019 to 31 December 2019

	
	
	

	Sales (Less return onward)
	
	£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

	
	
	

	Total Income
	
	£38,360.00

	
	
	

	Expenses
	
	

	Carriage outward
	£4,000.00
	

	Depreciation
	£9,400.00
	

	Electricity
	£8,000.00
	

	Loan interest
	£480.00
	

	Insurance
	£1,000.00
	

	Rent
	£5,600.00
	

	Telephone
	£4,320.00
	

	Total Expenses
	
	£32,800.00

	
	
	

	Net Profit / (Loss)
	
	£5,560.00

	
	
	

	Tax expenses
	
	£1,920.00

	
	
	

	Net profit after tax
	
	£3,640.00


	Danny Ltd

	Statement of Financial Position as at 31st December 2019

	
	
	

	
	£
	£

	Assets
	
	

	Non-current assets
	
	

	Motor vehicle
	£51,200
	

	Less: Accumulated depreciation
	£17,600
	£33,600

	Computer equipment
	
	£9,000

	
	
	

	Current assets:
	
	

	Inventories
	
	£10,200

	Trade and other receivables
	
	£16,480

	Prepayments
	
	£500

	Bank
	
	£59,120

	Cash and cash equivalents
	
	£40

	Total assets
	
	128,940

	
	
	

	Capital & Liabilities 
	
	

	Capital
	
	£84,760

	Profit for the period
	
	£3,640

	Drawings
	
	-£6,500

	
	
	81,900

	Non-current liabilities:
	
	

	Bank loans
	
	£27,000

	
	
	

	Current liabilities:
	
	

	Provision for doubtful debt
	
	£1,000

	Tax payable
	
	£1,920

	Accruals
	
	£1,000

	Trade payables
	
	£16,120

	Total capital and liabilities
	
	128,940


2. The relevance of financial literacy to business managers - Business managers need to understand financial literacy if they strive to achieve high success in their work. This is that important because, if business managers understand financial literacy that will help them to understand what financial position the company at this moment is, and they will have full control of their business. Gaining an understanding of what balance sheets are, or what is the profit and loss statement mean provides a clear view of the financial state of the enterprise and subsequently facilitates smarter business decisions. Also, will help them to consider the potential consequences of their decisions on cash flow and profits.

	                               Amber’s ledger accounts on 31st December 2017

	Journal

	
	
	

	Particulars
	Debit amount
	Credit amount

	 
	 
	 

	Inventory a/c
	£9,000
	 

	Cost of goods sold a/c
	£111,000
	 

	Purchases
	 
	£120,000

	(Being record cost of goods sold and inventory)
	 
	 

	 
	 
	 

	Depreciation expense Fittings a/c ….dr
	£864
	 

	Depreciation expense Buildings a/c…dr
	£1,125
	 

	Accumulated Depreciation Fittings
	 
	£864

	Accumulated Depreciation Buildings
	 
	£1,125

	(Being record depreciation expenses)
	 
	 

	 
	 
	 

	Prepaid rates a/c … dr
	£540
	 

	Rates
	 
	£540

	(Being record prepaid rates)
	 
	 

	 
	 
	 

	Allowance for doubtful debts a/c…dr
	£850
	 

	Account receivable
	 
	£850 

	(being record bad debts)
	 
	 

	 
	 
	 

	Bad debt expenses a/c…dr
	£357.50 
	 

	Allowance for doubtful debt
	 
	£357.50 

	(Being record bad debt expenses)
	 
	 

	 
	 
	 

	Drawings a/c…dr
	450
	 

	Cash at bank
	 
	450

	(Being record drawings)
	 
	 

	
	
	

	Working note:
	
	

	
	
	

	Calculation of bad debt expenses
	
	

	Account receivables
	£15,000
	

	Less: uncovered debt (from allowance a/c)
	£850
	

	Balance
	£14,150
	

	
	
	

	Required allowance
	£14,150
	

	Additional allowance 5%
	0.05
	

	Balance
	£708
	

	
	
	

	Existing allowance balance
	£1,200 
	

	Irrecoverable debt
	£850 
	

	Balance
	£350 
	

	
	
	

	Therefore, bad debt expenses
	£707.5 - £350 = £357.5


	Amber’s ledger accounts 

	Trial Balance as on 31st December 2017

	
	
	

	Particulars
	Debit amount
	Credit amount

	Fittings
	£10,950
	 

	Accumulated depreciation – fittings
	 
	£4,614

	Depreciation expense-fittings
	£864
	 

	Depreciation expense-buildings
	£1,125
	 

	Buildings
	£45,000
	 

	Accumulated depreciation – buildings
	 
	£10,125

	Inventory
	£31,500
	 

	Trade receivables
	£14,150
	 

	Allowance for doubtful debts
	 
	£708

	Cash in hand
	£75
	 

	Cash at bank
	£1,425
	 

	Trade payables
	 
	£27,000

	Capital
	 
	£28,575

	Drawings
	£7,575
	 

	Revenue
	 
	£180,000

	Bad debt expenses
	£358
	 

	Wages
	£18,000
	 

	Advertising
	£300
	 

	Rates
	£5,460
	 

	Prepaid rates
	£540
	 

	Cost of goods sold
	£111,000
	 

	Bank charges
	£2,700
	 

	 
	£251,022
	£251,022


