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	Task 1/ Journal entries
	 
	 
	 

	Sandrolia LTD
	 
	 
	 

	 
	Debit         £
	Credit         £
	[bookmark: _GoBack]       £

	Inventory-ending
	14000
	 
	 

	Cost of goods sold
	 
	14000
	 

	Depreciation - motor vehicle
	11670
	 
	 

	Accumulated dep-motor vehicle
	 
	11670
	 

	Depreciation- computer
	900
	 
	 

	Accumulated Dep- computer
	 
	900
	 

	Telephone bill payable
	 
	180
	 

	Advanced insurance
	640
	 
	 

	Insurance
	 
	640
	 

	Tax expense
	1500
	 
	 

	Tax payable
	 
	1500
	 

	 
	 
	 
	 

	Trial balance
	 
	 
	 

	 
	Debit          £
	Credit          £
	       

	Accounts payable
	 
	25680
	25680

	Accounts recivable
	30700
	 
	30700

	Carriage inwards
	1840
	 
	1840

	Computer equipment at cost
	4500
	 
	4500

	Carriage outwards
	3280
	 
	3280

	Drawings
	26000
	 
	26000

	Electricity
	2480
	 
	2480

	Loan interest
	300
	 
	300

	Provisions for doubtful debt
	450
	 
	450

	Insurance
	2720
	 
	2720

	Advanced insurance
	640
	 
	640

	Motor vehicles at cost
	53900
	 
	53900

	Capital
	 
	48000
	48000

	Opening inventory
	13200
	 
	13200

	Accumulated depreciation – motor vehicles
	 
	26670
	26670

	Accumulated depreciation – computer equipment
	 
	3540
	3540

	Petty cash
	50
	 
	50

	Bank overdraft
	 
	2880
	2880

	Wages
	67440
	 
	67440

	Purchases
	126800
	 
	126800

	Rent
	23760
	 
	23760

	Sales
	 
	256400
	256400

	Telephone
	1620
	 
	1620

	Telephone bill payable
	 
	180
	180

	Long-term Loan
	 
	8000
	8000

	Motor vehicles acc.Depn.
	11670
	 
	11670

	Office equipment acc Depn.
	900
	 
	900

	Tax expense
	1500
	 
	1500

	Tax payable
	 
	1500
	1500

	Suspense account
	 
	900
	900

	 
	 
	 
	 

	Total
	373750
	373750
	 

	 
	 
	 
	 

	Financial statements
	 
	 
	 

	Sandrolia LTD
	 
	 
	 

	Statement of Profit or Loss
	 
	 
	 

	For the year 31st December 2019
	 
	 
	 

	Sales
	 
	256400
	 

	Beginning Inventory
	13200
	 
	 

	Purchase
	126800
	 
	 

	Ending inventory
	-14400
	 
	 

	 
	125600
	 
	 

	Carriage inwards
	1840
	127440
	 

	Gross profit
	 
	128960
	 

	 
	 
	 
	 

	Less: Operating expenses
	 
	 
	 

	Carriage outwards
	3280
	 
	 

	Electricity
	2480
	 
	 

	Provision
	450
	 
	 

	Insurance
	2720
	 
	 

	Wages
	67440
	 
	 

	Rent
	23760
	 
	 

	Telephone
	1620
	 
	 

	Depreciation motor vehicle
	11670
	 
	 

	Depreciation computer equipment
	900
	 
	 

	Operating profit
	 
	114320
	 

	Loan interest
	 
	300
	 

	Profit before tax
	 
	14340
	 

	Less tax
	 
	1500
	 

	Net profit
	 
	12840
	 




Part:1

The financial statements provide information on the financial position of the results and change the financial position of the enterprise, which is useful to a wide range of consumers in making economic decisions. The financial statements must be comprehensible, appropriate, reliable and comprable. Report assets, liabilities, equity, income and expenses are directly related to the financial condition of the organization. To be helpful advice must be suitable to the needs of consumers provided for in their countries decisions.

The primary purpose of preparing such documents is to provide information that users of the financial statements can read. The value of data lies in its accuracy and reliability, and any distortion can indicate fraudulent attempts.

Knowledge is studied proper when in influences consumers economic decisions by helping them to assess mines, current or future events, and by confirming or correcting earlier technical estimate.

Material about financial condition and work from past periods is often used as a basis for forecasting future financial condition and efficiency, as well as for forecasting other issues of direct consumer interest. Investors – These are project entrepreneurs investors in commercial exercise, who have invested their revenue for income. They give attractive risk. For them, it does not matter what the financial result is, what is the security of the company and the ability to develop profits now and in the future. It is extensive for them the learn construction of the profit, the volume of earnings, the rate of the dividends on the stock exchange, the qualities of the persons  managing the business.

The financial statements cannot correspond to the information ones needs of each user, there are needs that are common for all users. Because investors are suppliers of risk capital for enterprises the provisin of financial statments that meet their needs, will also meet of the needs of other users that can be met by financial statements.

All documents are complied in order to draw information from them. This principles applies entirely to financial reporting. Its users are divided into two categories internal and external.
The internal users of the financial statements are: managers, buisness owners, legal advisers, employees. The main internal users of the financial statements are the owners it is important for them to see what is the return on money and effort how high arethe levels of economic risk and the possibility of material losses. Employees are trying to figure out if the company is making a high enough profit to ensure a competitive and steady income.

Whether the required volume of activity will be maintained. Top manegers of economic services can analyze indicators best of all. It is these users of the financial statements are the basis of the company , which determines the most effective and profitable direction of its activities.

External users are buisness partners, banks, investors, users of financial statements check whether the company avoids paying taxes and does not reduce its amounts, buisness partners are interested and acquainted with the information for assessing the risks and profits associated with the acquisition of shares and investments(Walker, 2021).
Internal customers are people who are connected to the company. They buy the products directly from the buisness, while the external customers are in no way connected to the company. Most of these people usually buy or rent products or services.

Internal and exernal users understand that the reporting information is intentionally disorted. One of the main requirements for the preparation of the final financial documents is their reability.

However, somethimes for the purpose of fraud, the employess of the financial services of the company deliberately distort the indicators. In this way, external and internal users of financial reporting information are intentionally manipulated such coverage may arise by introducing changes in the balance sheet structure in respect of liabilities: incorrect reflections of information on liabilities and assets, early recognition of revenue, intentional arithmetic errors. In order to avoid such fraud on the part of financial managers, competent managers periodically carry out audits of third parties. This method helps to protect the company from employee fraud quite effectively.

Obtaining reliable financial and accounting information is assamed by complyning with the basic accounting principles and applicable accounting standarts, as well as good proffesional practiceset out in the individual accounting policy of the company.



	Ricardo's
	 
	 

	General Jurnal
	 
	 

	 
	Debit                              £
	Credit                             £

	Inventori Ending
	21000
	 

	Cost of goods sold
	 
	21000

	Depresiation fittings
	784
	 

	Accumulated Dep. Fittings
	 
	784

	Depreciation building
	1000
	 

	Accumulated Dep. Buildings
	 
	1000

	Advanced rates
	340
	 

	Rates
	 
	340

	Alowance for doubtful
	600
	 

	Account receivble
	 
	600

	Bad debit
	282
	 

	Allowance for doubtful debts
	 
	282

	Drawings
	250
	 

	Bank
	 
	250

	 
	 
	 

	Ricardo's
	Debit                              £
	Credit                             £

	Trial Balance
	 
	 

	Fittings
	7300
	 

	Accumulated depreciation
	 
	2884

	Buildings
	30000
	 

	Accumulatd depreciation
	 
	7000

	Inventory
	15000
	 

	Trade recivables
	9400
	 

	Allowance for doubtful debts
	 
	482

	Cash in hand
	50
	 

	Cash at bank
	1000
	 

	Trade payables
	 
	18000

	Capital
	 
	19050

	Drawings
	5000
	 

	Purchases
	80000
	 

	Revenue
	 
	120000

	Wages
	12000
	 

	Advertising
	4000
	 

	Rates
	1440
	 

	Advanced rates
	360
	 

	Bank charges
	200
	 

	Bad debt
	282
	 

	Depreciation fittings
	384
	 

	Building
	1000
	 

	 
	 
	 

	Total balance
	167416
	167416

	 
	 
	 

	Financial statements
	Debit                              £
	Credit                             £

	Statement of Profit or Loss
	 
	 

	For the ending 31st December 2017
	 
	 

	Sales
	 
	120000

	Less: Cost of goods sold
	 
	 

	Beginning inventory
	15000
	 

	Add purchase
	80000
	 

	Less: Ending inventory
	-21000
	 

	Gross profit
	 
	74000

	 
	 
	 

	Less: Operating expenses
	 
	 

	Bank expenses
	200
	 

	Rates
	1460
	 

	Advertising
	4000
	 

	Depreciation fittings
	384
	 

	Depreciation buildings
	1000
	 

	Wages
	12000
	 

	Bad debts
	282
	 

	Net profit
	 
	46000





Part: 2

The main goal of business managment is profit. In order to make a profit the company must strive to increase its income and minimize costs. In general looking be determined whether the company was profitable during its accounting period.

However, there may be some cases in which the company makes a net loss. This does not necessarilly mean that the company was not profitable and may be the result of large investments or purchases. Costs that are reduced to generate, rent, taxes, maintenance costs, fees, interest costs, and more. The amount that is received after deducting all are the funds that the company remains as a profit. The company's net income also represents earnings per share from the company's total shares. Therefore, the higher the net income, the higher the shareholder's income.

Financial statements are a organized presentation of information about the financial condition, results of operations and cash flows of the enterprise, presented as, assets, liabilities, equity, income, expenses, cash flows. The financial condition of the enterprise is influenced by the economic ones  resouces it controls its financial structure, liquidity and its solvency, as well as its capacity to adapt to changes in the environment in which it operates.

Profibality and liquidity are  two very important financial indicators for all companies and they should be given more emphasis  in order to maintain the desired levels. Liquidity can be seen as a major contribution to long term profability. Profit can simple be reffered to as the different between total income less total buisness expenses. Profit maximization is one of the main priorities of any company. The liquidity of the enterprise is a prerequisite for the solvency of the enterprise, ie its ability to meet its obligations on time. It is defined as a quantitative characteristic of its ability to repay its current liabilities with available current assets, which is equivalent to the ability of the enterprise's assets to be converted into cash. That is, liquidity is an indicator of the financial balance between assets and liabilities.

Profitability means the ability of the enterprise to generate profit. And such that after paying the taxes due, to be able to ensure normal development, including being able to afford equipment upgrades and the introduction of newer technologies.

Profitability is a summary indicator because it reflects the overall efficiency of the enterprise for a certain period of time. Since in practice the degree of profitability depends on how much the company will reinvest and pay in the form of dividends ultimately on the level of the indicator largely depends on both its development and its market valuation.

Profitability analysis is not limited to calculating the various profitability indicators. It reveals the connections and dependencies between the main business indicators, determines the factors influencing profitability, measures their impact, optimizes some of the main parameters of the activity, determining the realization of maximum profit, reveals the negative sides and reserves in the business. All this helps to increase the efficiency of business management and profitability of the enterprise. 


The key difference between profability and liquidity is that although profitability is the degree  to which a company makes a profit, liquidity is the ability to quickly convert assets into money.

The net income that remains after the payment of taxes due to the state budget.

Liquidity is just as important as profitability, somethimes even more important in the short term. This is because the company needs cash to carry out day-to-day business operations. This includes, production and selling expenses, payment of salaries to employees, payment to creditors, tax authorities, at interest of loans.

The reasons for the differences and changes must first be identified. It is not always necessary to give a positive assessment of the increasing values ​​of the coefficients, as this may be due to both a decrease in liabilities and an increase in bad and difficult-to-collect receivables. From this point of view, the reduction in liquidity should be assessed positively. We should not forget the connection with other financial indicators, for example, the reduction of current liabilities will have a positive effect on liquidity, but will generally reduce the overall return on equity.. This success depends on better managment of both profits and cash (Sharma, 2021)

Profit is obtained when the company is able to generate enough revenue to exceed its costs cash be in varius forms, even the profit that is realized from sales is received in cash. Buisness managment, financial stability, the ability to make a profit and the ability to pay for running costs and expenses depend on the amount of money the company owns. 

Cash is a highly liquid asset at is can be easily and quickly converted into any other asset. Cas is short term financial assets in the form of cash and/or cash equivalents. This means that cash is part of the difference between the size of current assets and short term liabilities is essentually net working capital.

The sales forecast is a key factor for the success of the company and a starting point in company planning. The sales forecast is crucial in the planned process for the following reasons:
The most important financial indicators are accepted from the sales forecast for the activity of the company. From sales determines the production program, the needs of resources.

The essence of the money balance is precisely the sales forecast. It is the main factor in creating real picture of the company's  monetary positions, because sales are, in fact, transformed into receivables and payables.
  
I think that in order to maximise profits every succesfull business should have a transperant and uniform accounting. Moreover financial statements are helping business owners to keep track on their investments, to be informed about business overtime and helps them to plan their next investment. 
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