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[bookmark: _Toc158740713]Introduction
Accounting is very essential for gaining knowledge about a business’s financial health. It helps to record and analyse the financial data of a business for a specific period. It helps to make proper decisions when required. In this assignment, three tasks will be done. In the first task, an income statement and a financial statement will be created from the provided information about a grocery store. In the task, two aq “T-ledger” accounts and a Trial Balance will be created. In the last task, the concept, application and importance of the “Going Concern” idea will be described briefly.

[bookmark: _Toc158740714]Task 1- Income Statement and Financial Statement
[bookmark: _Toc158740715]Income Statement
	Smith's Grocery Income Statement 
For the year ended 31 December 2023

	Particulars
	 Amount (£) 
	 Amount (£) 

	Sales
	 £160,000 
	

	Less: Sales Returns
	 £4,000 
	

	Less: Discount Allowed
	 £700 
	

	Net Sales
	
	 £155,300 

	Cost of Goods Sold
	
	

	Opening Inventory
	 £3,000 
	

	Purchases
	 £95,000 
	

	Less: Purchase Returns
	 £5,000 
	

	Less: Discount received
	 £200 
	

	Goods Available for Sale
	 £92,800 
	

	Less: Closing Inventory
	 £5,000 
	

	Total COGS
	
	 £87,800 

	Gross Profit
	
	 £67,500 

	Operating Expenses
	
	

	Salaries Expenses
	 £31,000 
	

	Rent Expense
	 £2,200 
	

	Electricity and Gas Expense
	 £1,500 
	

	Vehicle Maintainance
	 £950 
	

	Total Operating Expenses
	
	 £35,650 

	Operating Profit
	
	 £31,850 

	Depreciation
	
	

	Furniture (15,000*12%)
	 £1,800 
	

	Vehicle {(28,500-7,000)*15%
	 £3,225 
	

	Total Depreciation
	
	 £5,025 

	Bad debts
	
	 £850 

	Interest Expense
	
	 £1,000 

	Net Profit Before Tax
	
	 £24,975 



Explanation
For the financial year ending December 31, 2023, Smith's Grocery has arranged an income statement that sums up the entire financial execution of the business. The income piece of the assertion gets going by illustrating the complete sales of £160,000. Subsequent to deducting the expense of returned goods and limits conceded to clients, the leftover income is £155,300, which is known as net sales (Tracy, 2022). The accompanying part, "Cost of Merchandise Sold" (Gear-Teeth), considers things like opening inventories, buys, and discounts on buys. The absolute expense of goods sold (machine gear pieces) comes to £87,800 after markdowns and shutting inventories are represented in the computation. The principal business tasks are productive, as demonstrated by the £67,500 net profit, but still up in the air as the contrast between net sales and machine gear pieces. Salaries, leases, utilities (power and gas), and vehicle fixes are all essential for the operating expenses in the following segment. These expenses add up to £35,650 and show how the assets are utilized to keep up with the organization's everyday tasks. Prior to deducting non-operating things from net profit, the excess sum is the operating profit, which adds up to £31,850 (Safdar, Neel and Odusami, 2022).
From that point onward, we think about devaluation, which is the continuous loss of asset esteem over the long run. There is a £5,025 misfortune because of decorations and vehicles. Subsequent to deducting non-operating costs, for example, awful obligations and interest, the net profit before the charge comes to £24,975. This number addresses the income that remains after deducting every vital cost, and it shows how well the business is doing financially (Ross, Westerfield and Jordan, 2022). Those keen on Smith's Grocery's financial well-being and functional effectiveness can find an abundance of data in the yearly income explanation, which separates sales, expenses, and costs exhaustively. To assist chiefs with assessing the organization's financial presentation during the given time frame, the net profit before charges is a critical mark of the business' productivity.

[bookmark: _Toc158740716]2. Balance Sheet
	Smith's Grocery Financial Statement (Balance Sheet) 
For the year ended 31 December 2023

	Assets
	
	 

	Assets
	Amount (£)
	Amount (£)

	Current Assets
	 
	 

	Bank Balance
	 
	5,000 

	Trade Receivables
	17,000 
	 

	Less: Specific Bad Debt
	800 
	 

	Net Trade Receivables
	 
	16,200 

	Inventories
	 
	5,000 

	Prepaid Rent
	 
	300 

	Total Current Assets
	 
	26,500 

	Non-Current Assets
	 
	 

	Furniture
	 
	15,000 

	Vehicle
	 
	28,500 

	Total Non-Current Assets
	 
	43,500 

	Total Assets
	 
	70,000 

	 
	 
	 

	Liabilities and Equity
	 
	 Amount (£) 

	Liabilities and Equity
	 Amount (£) 
	 

	Current Liabilities
	 
	 

	Trade Payables
	 
	2,300 

	Vehicles Maintainance Payable
	 
	150 

	Provision for bed debts (500+850-800)
	 
	550 

	Accumulated Depreciation
	 
	 

	Furniture (5,000+1,800)
	6,800 
	 

	Vehicles (7,000+3,225)
	10,225 
	 

	 
	 
	17,025 

	Salaries Payable
	 
	3,000 

	Total Current Liabilities
	 
	23,025 

	Non-Current Liabilities
	 
	 

	Loan (5years)
	 
	10,000 

	Total Non-Current Liabilities
	 
	10,000 

	Total Liabilities
	 
	33,025 

	Equity
	 
	 

	Capital (Opening)
	 
	25,000 

	Add: Net Profit
	 
	24,975 

	Less: Drawings
	 
	13,000 

	Total Equity
	 
	36,975 

	Total Liabilities and Equity
	 
	70,000 



Explanation
The balance sheet for the financial year ending December 31, 2023, gives an outline of the value, liabilities, and assets of Smith's Grocery. Remembered for the assets segment are current assets, which comprise a £5,000 bank balance, £17,000 in trade receivables, and 5,000 in stock. Following the derivation of £800 for a specific bad debt, the net trade receivables add up to £16,200 (R, 2022). The total current assets of the organization are £26,500, which incorporates £300 in prepaid leases. The furniture and vehicles, which have a combined book value of £15,000 and £28,500, respectively, are viewed as non-current assets. All non-current assets add up to 43 thousand pounds. At the point when the assets, current and non-current, are all added together, they add up to £70,000. This provides partners with a smart idea of the organization's total asset base.
Trade payables adding up to £2,300, vehicle support due at £150, and an arrangement for bad debts processed at £550 make up current liabilities. The whole measure of gathered devaluation on cars is £10,225, and on decorations, it is £6,800. There are a total of £23,025 in current liabilities, with £3,000 in compensations payable. A credit of £10,000 with a term of five years is an illustration of a non-current liability (Schroeder, Clark and Cathey, 2022). All liabilities, current and non-current, add up to £33,025. The underlying capital of £25,000, in addition to the net profit of £24,975, and the derivation of £13,000, make up the value. A sum of £36,975 is the resultant value. Thus, the £70,000 total assets and £30,000 complete liabilities coordinate on the asset report (Penman and Zhu, 2022). The balance sheet sums up the financial soundness of Smith's Grocery by showing the proprietorship's value, how much debt there is, and the breakdown of assets. Financial backers, leasers, and executives can all profit from inspecting this budget summary to get a superior feeling of the organization's financial well-being, liquidity, and dissolvability.
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Maria’s Business
T- Ledger

	Capital Account
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	 
	 
	 
	1-Feb
	Balance B/D
	           30,000 

	 
	 
	 
	2-Feb
	Cash A/C
	                700 

	28-Feb
	Balance C/D
	              30,700 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Total
	              30,700 
	 
	Total
	                 30,700 

	
	
	
	
	Balance B/D
	30,700






	Cash Account
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	1-Feb
	Balance B/D
	           2,000 
	3-Feb
	Computer A/C
	             1,000 

	2-Feb
	Capital A/C
	              700 
	4-Feb
	Payables
	                800 

	15-Feb
	Receivables
	                2,600 
	25-Feb
	Wages
	                       800 

	27-Feb
	VAN
	                8,000 
	26-Feb
	Advertisement Exp
	                       500 

	 
	 
	 
	28-Feb
	Bank A/C
	                   6,000 

	 
	 
	 
	28-Feb
	Drawings
	                   1,200 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	28-Feb
	Balance C/D
	                   3,000 

	 
	Total
	              13,300 
	 
	 
	                 13,300 

	 
	Balance B/D
	                3,000 
	 
	 
	 




	Bank A/C
	
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	1-Feb
	Balance B/D
	         10,000 
	7-Feb
	Purchase
	                700 

	9-Feb
	Receivables
	           3,000 
	11-Feb
	Patrol
	                       350 

	28-Feb
	Cash A/C
	                6,000 
	18-Feb
	Drawings
	                       350 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	28-Feb
	Balance C/D
	                 17,600 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Total
	              19,000 
	 
	 
	                 19,000 

	 
	Balance B/D
	              17,600 
	 
	 
	 



	VAN A/C
	
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	1-Feb
	Balance B/D
	         15,000 
	27-Feb
	Depreciation Exp
	             1,000 

	 
	 
	 
	 
	Cash A/C
	             8,000 

	 
	 
	 
	 
	Loss on Sales of VAN
	                   6,000 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Total
	              15,000 
	 
	 
	                 15,000 









	Receivable A/C
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	1-Feb
	Balance B/D
	           5,000 
	9-Feb
	Bank A/C
	             3,000 

	21-Feb
	Sales
	           2,400 
	15-Feb
	Cash A/C
	                   2,600 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	28-Feb
	Balance C/D
	                   1,800 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Total
	                7,400 
	 
	 
	                   7,400 

	 
	Balance B/D
	                1,800 
	 
	 
	 



	Payable A/C
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	 
	 
	 
	1-Feb
	Balance B/D
	             2,000 

	4-Feb
	Payables
	              800 
	20-Feb
	Purchase
	             1,200 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	28-Feb
	Balance C/D
	                2,400 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Total
	                3,200 
	 
	 
	                   3,200 

	
	
	
	
	Balance B/D
	                   2,400 





	Computer A/C
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	3-Feb
	Cash A/C
	           1,000 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	28-Feb
	Balance C/D
	                   1,000 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Total
	                1,000 
	 
	 
	                   1,000 

	 
	Balance B/D
	                1,000 
	 
	 
	 



	Purchase A/C
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	7-Feb
	Bank A/C
	              700 
	 
	 
	 

	20-Feb
	Payables
	           1,200 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	28-Feb
	Balance C/D
	                   1,900 

	 
	 
	 
	 
	 
	 

	 
	Total
	                1,900 
	 
	 
	                   1,900 

	
	Balance B/D
	                1,900 
	
	
	






	Patrol Exp
	
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	11-Feb
	Capital A/C
	                    350 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	28-Feb
	Balance C/D
	 350

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Total
	                    350 
	 
	 Total
	350

	
	Balance B/D
	350
	
	
	



	Drawings
	
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	18-Feb
	Bank A/C
	                    350 
	 
	 
	 

	28-Feb
	Cash A/C
	           1,200 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 28-Feb
	Balance C/D
	1,550

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Total
	                1,550 
	 
	 Total
	1,550

	
	Balance B/D
	1,550
	
	
	



	SalesA/C
	
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	 
	 
	 
	21-Feb
	Receivable
	             2,400 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 28—Feb
	Balance C/D
	2,400
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Total
	                       2,400
	 
	 Total
	                   2,400 

	
	
	
	
	
	

	
	
	
	
	Balance B/D
	2,400



	Wages Exp
	
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	25-Feb
	Cash A/C
	                    800 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 28-Feb
	Balance C/D
	800

	 
	 
	 
	 
	 
	 

	 
	Total
	                    800 
	 
	 Total
	800

	
	Balance B/D
	800
	
	
	



	Advertisement Exp
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	26-Feb
	Cash A/C
	                    500 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 28-Feb
	Balance C/D
	500

	 
	 
	 
	 
	 
	 

	 
	Total
	                    500 
	 
	 Total
	500

	
	Balance B/D
	500
	
	
	



	Depreciation Exp
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	27-Feb
	VAN A/C
	                1,000 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 28-Feb
	Balance C/D
	1,000

	 
	 
	 
	 
	 
	 

	 
	Total
	                1,000 
	 
	 Total
	1,000

	
	Balance B/D
	1,000
	
	
	





	Loss on Sale of VAN 
	
	
	
	

	Date
	Particulars
	 Debit (£) 
	Date
	Particulars
	 Credit 

	27-Feb
	VAN A/C
	                6,000 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 28-Feb
	Balance C/D
	6,000

	 
	 
	 
	 
	 
	 

	 
	Total
	                6,000 
	 
	 Total
	6,000

	
	Balance B/D
	6,000
	
	
	





[bookmark: _Toc158740719]Trial Balance
Maria’s Business
Trial Balance
For the end of February
	Account Title
	Debit (£)
	Credit (£)

	Capital
	
	30,700

	Cash
	3,000
	

	Bank
	17,600
	

	Van
	-
	-

	Accounts Receivable
	1,800
	

	Accounts Payable
	
	2,400

	Computer
	1,000
	

	Purchase
	1,900
	

	Patrol Expense
	350
	

	Drawings
	1,550
	

	Sales
	
	2,400

	Wages Expense
	800
	

	Depreciation Expense
	1,000
	

	Loss on Sale of Van
	6,000
	

	Advertisement Expense
	500
	

	Total
	35,500
	35,500



Explanation
The Business Trial Balance that Maria gets ready toward the end of February gives a comprehensive audit of the organization's financial circumstances by itemizing the records in general and the sums owed or received from each. To guarantee the rightness of bookkeeping records and to lay the foundation for getting ready fiscal summaries, a trial balance is ready. As far as assets, Maria's organization has £17,600 in the bank and £3,000 in real money available (Schroeder, Clark and Cathey, 2022). The absence of a valuation for the vehicle suggests that the enterprise may not have any vans or that its book value is zero since vans are viewed as non-current assets. The aggregate sum that has not yet been gathered from clients is £1,800, which is addressed by debt claims. The aggregate because of merchants, or records payable, is £2,400 on the liabilities side of the record. The proprietor has £30,700 in capital, which addresses their value in the organization (Agostini, 2018). It is worth focusing on the fact that Maria has made further capital commitments in February, as shown by the rising capital equilibrium. Readers might also find nitty gritty records for costs and incomes in the trial balance. Remarkable expenses include £1,900 for purchases, £350 for petroleum, £800 for compensation, £1,00 for devaluation, and £500 for promotion. 
There are £1,550 in the drawings, which show the cash taken out by the proprietor for their own utilization. The organization's income is supported by £2,400 in sales, as displayed in the pay segment. The sale of the vehicle nonetheless resulted in a £6,000 loss. The way that the van's deal cost was lower than its book value is the justification for this loss. The trial balance shows that the bookkeeping condition is adjusted on the grounds that the complete charges and attributes add up to £35,500. A fundamental approval of the recorded exchanges' precision is given by the way that charges and credits are equivalent (Penman and Zhu, 2022). A potential error between the trial balance and the books of records would call for additional assessment and potential changes. Involving the trial balance as an aide, Maria might figure out how her organization is doing monetarily, how fluid it is, and where she can make enhancements. Definite budget reports, for example, the income statement and the financial record, are ready on top of it. To evaluate the organization's financial well-being and make informed decisions in regard to its future, Maria and other closely involved individuals can allude to the trial balance. Maria can evaluate the seriousness of her organization by contrasting the tactical balance with earlier periods and industry guidelines (Soni, 2023). Assuming Maria sees any irregularities in her financial records, such as missing accounts or copy sections, she can utilize the trial balance to pinpoint the root cause. She might fix any missteps and ensure her budget reports are precise and solid. Maria depends on the trial balance vigorously to keep her business financially viable.


[bookmark: _Toc158740720]Task 3- Concept, Application and Importance of Going Concern
Concept of 'Going Concern' in Accounting
A fundamental component of accounting known as the "Going Concern" idea expresses that an organisation should maintain running control to be viewed as financially stable (Soni, 2023). This thought expresses that when a substance's budget reports are ready, it is expected that the element will carry on as expected with its business tasks without wanting to exchange or encountering a significant interruption. Since it allows the utilisation of techniques like authentic expense and accumulation accounting, which rely upon the congruity of business tasks, this supposition is the bedrock of budget summary planning (Bragg, 2020).
Application of 'Going Concern' in Accounting
The 'Going Concern' idea influences budget summary readiness, partner, evaluator, and bookkeeper navigation (Lombardi, 2021). The board's capacity to work for quite some time should be tended to while getting ready for financial records. Budget reports ought to reveal a serious vulnerability in regard to the organisation's capacity to go on as a going concern (Agostini, 2018).
Under the 'Going Concern' theory, assets and liabilities are grouped in an unexpected way. Rather than their liquidation esteem, long-term assets are esteemed at their authentic expense on the off chance that they will add to the organisation's exercises (Agrawal, 2020). A responsibility is long-term in the event that it isn't normal to be settled soon.
Importance of 'Going Concern' in Accounting
Multiple causes make "Going Concern" essential. It lays the groundwork for reliable and relevant budget summaries. Lenders, financial investors, and other stakeholders use these statements to make informed decisions about the element's financial health, performance, and future (Franklin, Graybeal and Cooper, 2019).
The thought seriously affects the review of leadership and financial summaries. If the 'going concern' theory wasn't put up, budget summaries may be based on liquidation value. This implies that the statements don't address the business's current performance (Macfarland and Ayars, 2018).
'Going Concern' advances financial soundness. Expecting to proceed with action assists organisations with getting credit, making associations, and drawing in financial investors (Dyckman, 2018). It encourages dependable and reliable financial detailing, which supports partner certainty and the economy. At last, the 'going concern' idea is something beyond an accounting theory; it supports financial detailing and influences numerous other businesses' choices (Chiappetta, Shaw and Wild, 2017).


[bookmark: _Toc158740721]Conclusion
Accounting is crucial for understanding a company's financial status and making informed decisions. The 'going concern' concept believes a corporation will operate for years, affecting asset valuation, depreciation, and liability classification. This assumption helps investors and creditors allocate assets and evaluate a company's solvency. It also makes financial statements more comparable, helping stakeholders assess the company's financial health and predict future performance. The 'going concern' approach promotes openness and financial stability by providing stakeholders with reliable, long-term information. Transparency, financial stability, and informed company decisions depend on the 'going concern' notion.
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