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[bookmark: _Toc74770575][bookmark: _Toc74776403]1a) Journal entries for reflecting on the additional information

	
	
	Dr
	Cr

	
	Prepayments a/c
	650
	

	
	Rates a/c
	
	650

	
	Irrecoverable debit a/c
	825
	

	
	Trade receivable a/c
	
	825

	
	Allowance
	925
	

	
	Trade receivable
	
	925

	
	Depreciation a/c -Computers
	1152
	

	
	Accumulated depreciation a/c-Computers
	
	1152

	
	Depreciation a/c-Plant&Machinery
	3000
	

	
	Accumulated depreciation a/c- Plant&machinery
	
	3000

	
	Drawing
	750
	

	
	Bank a/c
	
	750

	
	Closing inventory
	30000
	

	
	Trade receivable
	
	30000
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Trial Balance as on 31 December 2019
	Retained earnings as at 01/01/2019
	
	10100

	Computers
	14600
	

	Accumulated depreciation - Computers at 01/01/2019
	
	6152

	Plant & Machinery
	60000
	

	Accumulated depreciation – Plant & Machinery at 01/01/2019
	
	15000

	Inventory at 01/01/2017
	30000
	

	Trade receivables
	18500
	

	Allowance for doubtful debts 01/01/2019
	
	925

	Cash in hand
	100
	

	Cash at bank
	1750
	

	Trade payables
	
	36000

	Capital
	
	28000

	Drawings
	10250
	

	Purchases
	160000
	

	Revenue
	
	240000

	Wages
	24000
	

	Advertising
	8000
	

	Rates
	2950
	

	Bank charges
	400
	

	Depreciation expense Computers
	1152
	

	Depreciation expense plant&machinery
	3000
	

	Prepayments a/c
	650
	

	Irrecoverable debit
	825
	

	
	
	

	TOTAL
	336,177
	336,177
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1c) Statement of Profit or Loss
	Profit and Loss account for the year ending 31.12.2019
	[bookmark: _Toc74770578]Michael

	Statement of profit or loss

	for the period 1 January 2019 to 31 December 2019

	
	
	

	Revenue
	
	£240,000.00

	Less cost of Sales:
	
	

	Opening inventory
	£30,000.00
	

	+   Purchases (+ carriage inwards - returns outward)
	£160,000.00
	

	-    Closing inventory
	£30,000.00
	

	
	
	£160,000.00

	
	
	

	Gross Profit
	
	£80,000.00

	
	
	

	Add other Income
	
	£0.00

	Total Income
	
	£80,000.00

	
	
	

	Expenses
	
	

	
	
	

	Advertising
	£8,000.00
	

	Bank Charges
	£400.00
	

	Depreciation expense-Computers
	£1,152.00
	

	Wages
	£24,000.00
	

	Depreciation expense plant&machinery
	£3,000.00
	

	Bad debit
	£825.00
	

	Rates
	£2,950.00
	

	
	
	

	Total Expenses
	
	£40,327.00

	
	
	

	Net Profit / (Loss)
	
	£39,673.00
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Financial statement correctly portrays the firm’s business along with its financial status. Financial statements are very much important for any business organization. Furthermore, all stakeholders, as well as administration, shareholders, financial experts etc., are encouraged to review, and make appropriate economic choices by analyzing previous and present performance (Minnis and Sutherland, 2017). As mentioned above financial statements are categorized in several primary statement and they have their own importance in a financial accounting.Balance sheet illustrates the financial status of the organization with detailed expenditure in the assets of enterprises. It also includes the capital structure levels of firms. This mix of capital allows investors to assess the situation and performance of firms. Cash flowindicated inflow and outflow of the cash flow in the business in financial period. This offers investors an indication if it can finance its expenditure and acquisitions with sufficient money. There are three key sections in this statement-operation, investment, and finance. This offers the company a glimpse of the whole company. For the equity owners, this is largely essential since it reveals variations in elements like the profit held during the time. There is a difference in net value between stock and debt. In contrast to growing the shareholder base, a firm with steadily increased income is sustained (Berger et al., 2017). 
In contrast with other companies and the industry, the financial situation assists management to analyze the value of a firm. The provision of credible data to management allows them to establish suitable measure and to take suitable choices for organizations. Management performance is evaluated by such statements; the execution of such statements helps management to demonstrate its activities for all stakeholders.The investors are the proprietors of the company, but they are not involved in decision-making and daily activity. These findings are nonetheless disclosed yearly with them in the AGM. However, financial statements assist investors to evaluate the performance of the firm. It also enables them to assess the current and prospective results. The debt status of firms is most worrying to the creditors. If the degree of debt is greater than that of other similar firms, this is an overload of the firm (Prasad and Chand, 2017). Analysis of financial statement will allow them to choose whether they'd like to go on or choose what to do in upcoming days. On the other hand,financial statements provide employees informationabout the current status of the company that helps them to determine their future in the company. For taxes purposes, government utilizes financial statements. The government considers these firms' business success in several sectors to estimate economic growth. 
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This essay has concluded with the introduction of financial accounting along with the discussion of income and expenditure. As for the example a table has been produced to show the income and expenditure account. Different factors of accounting such as assets, liability, capital, trial balance, and balancing of accounts have been discussed with the example which is shown in a table. With the help of provided data a financial state has been produced with the help of MS Excel template provided in the module. In the above essay a critical assessment of the relevance of financial statements to its users has been discussed. 
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Statement of Financial Position as at 31st December 2019

£

Assets

Non-current assets

Computers 14,600

Plant and Machinery 60,000

Current assets:

Inventories 30,000

Trade and other receivables 18,500

Prepayments 650

Bank 1,750

Cash and cash equivalents 100

Total assets 125,600

Capital & Liabilities 

Capital 28,000

Profit for the period 39,673

Drawings (10,250)

57,423

Non-current liabilities:

Current liabilities:

Trade payables 36,000

Total capital and liabilities 93,423


