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[bookmark: _gjdgxs]Introduction
Accounting fundamentals require basic issues that can help prepare T-accounts, trial balances, financial statements, and so on (Jobling & Johnson, 2018). This report is divided into three major tasks. In the first one, Donna’s income statement and balance sheet will be prepared considering the available data on the business’s financial transactions. On the other hand, Frank’s data will be used for preparing T-accounts. After completing the T-accounts considering the beginning balance and the available financial transactions of the business, a trial balance for the ending year will be prepared. Finally, the concept of depreciation, its application, and accounting requirements will be discussed in a brief essay. 

[bookmark: _30j0zll]Task-1
Donna (Sole Trade Business)
[bookmark: _1fob9te]Income Statement
For the year ending on 31st December 2021
	Particulars
	£
	£
	£

	Sales
	
	620846
	

	Cost Of Goods Sold:
	
	
	

	Beginning stock
	60444
	
	

	(+) Purchase
	428330
	
	

	(-) Ending stock
	50328
	
	

	Total COGS
	
	438446
	

	Gross Profit
	
	
	182400

	Operating Expenses:
	
	
	

	Sundry Expenses
	
	4500
	

	Rental and insurance costs
	
	38400
	

	Administration expenses
	
	5544
	

	VAT
	
	15548
	

	Salaries and wages
	
	71608
	

	Bad debt
	
	1960
	

	Depreciation:
	
	
	

	Delivery Van
	21348
	
	

	Shopfitting
	2440
	
	

	Total depreciation
	
	23788
	

	Total operating expenses
	
	
	161348

	Operating profit/Net profit
	
	
	21052



Donna (Sole Trade Business)
[bookmark: _3znysh7]Balance sheet
31st December 2021
	Particulars
	£
	£
	£

	Assets
	
	
	

	Current assets
	
	
	

	Trade receivables 
	13720
	
	

	(-) Bad debts
	1960
	11760
	

	Cash at bank 
	
	164
	

	Ending stock
	
	50328
	

	Total current assets
	
	
	62252

	Non-current assets
	
	
	

	Delivery van
	71160
	
	

	(-) Depreciation 
	21348
	
	

	(-) Accumulated depreciation
	25040
	24772
	

	Shopfitting
	24400
	
	

	(-) Depreciation 
	2440
	
	

	(-) Accumulated depreciation
	14640
	7320
	

	Total non-current assets
	
	
	32092

	Total assets
	
	
	94344

	Liabilities and Owner's capital
	
	
	

	Current liabilities
	
	
	

	Trade payables 
	
	68840
	

	Total current liabilities
	
	
	68840

	Non-current liabilities 
	
	
	0

	Total liabilities 
	
	
	68840

	Owner's capital
	
	
	

	Capital 
	
	9986
	

	(+) Retained earnings 
	
	21052
	

	(-) Drawings 
	
	36540
	

	Net capital 
	
	
	-5502

	
	
	
	

	
	
	
	63338


[bookmark: _2et92p0]Task 2
[bookmark: _tyjcwt]T-Accounts
	                      Capital account


	

	Date
	Transaction
	Amount
	Date
	Transaction
	Amount

	
	
	£
	 
	
	£

	30 Apr
	Balance c/d
	40,000
	1 Apr
	Balance b/d
	40,000 

	
	
	40,000
	 
	
	40,000

	
	
	
	1 May
	Balance b/d
	40,000

	 
	 
	 
	 
	 
	 

	
	
	
Van
	
	

	1 April 
	Balance b/d
	25,000 
	30 Apr
	Balance c/d
	25,000 

	
	
	25,000 
	 
	
	25,000 

	1 May 
	Balance b/d
	25,000 
	 
	
	

	 
	 
	 
	 
	 
	 

	
	
	

Bank

	
	

	01-Apr
	Balance b/d
	10,000 
	03-Apr
	Payables
	4,400

	
	
	
	11-Apr
	Petrol expenses
	120

	
	
	
	18-Apr
	Insurance
	750

	
	
	
	 
	
	

	
	
	
	30 Apr
	Balance c/d
	4,730

	
	
	
	 
	
	

	
	
	
	 
	
	

	
	
	10,000 
	 
	
	10,000

	1 Apr
	Balance b/d
	4,730
	
	
	

	
	
	
	 
	
	

	
	
	
	 
	 
	 

	
	
	
Receivables


	
	

	01-Apr
	Balance b/d
	17,000
	09-Apr
	Cash
	2,000

	21-Apr
	Sales
	1,900
	15-Apr
	Cash
	1,800

	
	
	
	30 Apr
	Balance c/d
	15,100

	
	
	18,900
	 
	
	18,900

	1 Apr
	Balance b/d
	15,100
	 
	
	

	
	
	
	 
	
	

	 
	 
	 
	 
	 
	 

	
	
	
Payables

	
	

	
	
	
	 
	
	

	03-Apr
	Cash
	4,400
	01-Apr
	Balance b/d
	12,000

	30-Apr
	Balance c/d
	10,100
	20-Apr
	Purchases
	2,500

	
	
	14,500
	 
	
	14,500

	
	
	
	1 Apr
	Balance b/d
	10,100

	 
	 
	 
	 
	 
	 

	
	
	
Sales


	
	

	30-Apr
	Balance c/d
	1,900 
	21-Apr
	Receivables 
	1,900 

	
	
	1,900 
	 
	
	1,900 

	
	
	
	1 Apr
	Balance b/d
	1,900 

	 
	 
	 
	 
	 
	 

	
	
	
Purchases
	
	

	
	
	
	
	
	

	20-Apr
	Payables
	2,500
	30 Apr
	Balance c/d
	4,600

	30-Apr
	Cash
	2100
	
	
	

	
	
	4,600
	 
	
	4,600

	1Apr
	Balance b/d
	4,600
	 
	
	

	 
	 
	 
	 
	 
	 

	
	
	         
       Insurance


	
	
	

	18-Apr
	Bank
	750 
	 
	
	750 

	
	
	750 
	 
	
	750 

	1 Apr
	Balance b/d
	750 
	 
	
	

	 
	 
	 
	 
	 
	 

	
	
	

Advertising Expense
	
	
	

	02-Apr
	Cash
	450 
	30-Apr
	Balance c/d
	450 

	
	
	450 
	
	
	450 

	1 Apr
	Balance b/d
	450 
	 
	
	

	 
	 
	 
	 
	 
	 

	
	
	


Petrol Expense

	
	
	

	11-Apr
	Bank
	120
	30-Apr
	Balance c/d
	120

	
	
	120
	 
	
	120

	1 Apr
	Balance b/d
	120
	 
	
	

	 
	 
	 
	 
	 
	 

	
	
	
Drawings 


	
	
	

	Apr-07
	Bank
	800 
	30-Apr
	Balance c/d
	800 

	
	
	800 
	 
	
	800 

	1 Apr
	Balance b/d
	800 
	 
	
	

	 
	 
	 
	 
	 
	 

	
	
	
Cash


	
	
	

	01-Apr
	Balance b/d
	52,000
	02-Apr
	Advertising
	450

	09-Apr
	Receivables 
	2,000
	07-Apr
	Drawings
	800

	15-Apr
	Receivables 
	1,800
	30-Apr
	Purchases
	2,100

	
	
	
	30-Apr
	Balance c/d
	52,450

	
	
	
	 
	
	

	
	
	55,800
	 
	
	55,800

	1 Apr
	Balance b/d
	52,450
	
	
	





Frank’s Small Business
[bookmark: _3dy6vkm]Trail Balance
April 30, 202X
	S. N
	Particulars
	Debit
	Credit

	
	
	£
	£

	1
	Capital
	
	40,000

	2
	Van
	25,000
	

	3
	Bank
	4,730
	

	4
	Receivables
	15,100
	

	5
	Payables
	
	10,100

	6
	Sales
	
	1,900

	7
	Purchases
	4,600
	

	8
	Insurance
	750
	

	9
	Advertising Expense
	450
	

	10
	Petrol Expense
	120
	

	11
	Drawings 
	
	800

	12
	Cash
	52,450
	

	
	Total 
	77,000
	50,100





[bookmark: _1t3h5sf]Task 3
[bookmark: _4d34og8]Concept of depreciation
It is depreciation that indicates the writing off the asset value, especially over the useful life that is conducted via a scientific manner considering the case of profit and loss account. Alternatively said, depreciation is the expiration or consumption of economic services that require the potential of non-current or fixed assets (Srivastav, 2022). That means it is an economic fact that is mainly a cost allocation procedure and is not linked to the market value of such non-current or fixed assets. Ultimately, it can be said that depreciation refers to the gradual decline that is found in the value of the capital stock either via the tangible tear and wears, obsolescence, or changes in the demand for services of the capital. 
[bookmark: _2s8eyo1]Application of depreciation
Practically, depreciation is regarded as the expenses that need to be shown in the income statement as the operational expenses. It provides value and that is why it needs to be deducted from the gross profit or the revenue of the business so that the business’s operating or net profit or income can be determined (Hoggett et al., 2021). Besides, it also needs to be deducted from the non-current asset that needs to be updated on a specific time duration. 
There are several methods of calculating depreciation available. In the straight-line method, a constant rate is envisaged that is deducted from the non-current or fixed assets of the business constantly. In the case of the double-declining method, also called the reducing balance method, the economic benefits of fixed assets are used up or consumed as time passes. The working hour method is found by the product of the depreciation rate per hour and hours incurred for the year. 
[bookmark: _17dp8vu]Accounting requirements for depreciation
For charging depreciation, there should be a proper calculation of the true cost of production and the replacement of fixed assets at the end of their useful life. Besides, it is also required to measure the true profit or loss (Kaur, 2022). The reflection of the true and fair view of the financial position in the balance sheet is one of the most crucial requirements for determining depreciation in the business. 

[bookmark: _3rdcrjn]Conclusion
After completing the report, it is understood that all tasks are interrelated to each in a particular business. In this case, financial transactions’ journal entries can help prepare T-accounts or ledger balances that are transferred or summarized in the trial balance. From the summary of such balances, a business can prepare its income statement, balance sheet, cash flow statement, and owner’s equity statement if it is a limited company. Within these activities, depreciation is only a part that needs to be considered or resolved as the cost in the income statement and deducted from the non-current assets in the balances considering the particular methods of determining depreciation and the relative requirements. 
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