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a) A ledger book is a type of account or record that is used to keep track of bookkeeping entries for balance-sheet and income-statement operations (Warren et al., 2012). Asset ledgers, such as cash or accounts receivable, are included in balance sheet ledgers. Revenue and expense ledgers are examples of income statement ledgers (Walker, 2016). Revenue and expense ledgers are examples of income statement ledgers (Atrill, McLaney and Harvey, 2014). As Mandy started a new business there is a significant importance of ledger book in order to keep atrack in his company. For the year 2019, a ledger book has been made below:
Ledger account of Mandy
For the year end 2019

Bank account
Dr.                                                                                                                                        Cr.  
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	01.01.2019
	Balance B/D
	
	10,000
	
	Diane account
	
	58,000

	
	Capital
	
	10,000
	
	Delivery van
	
	24000,

	
	Zenith account
	
	90,000
	
	
	
	

	
	Cash
	
	6,000
	31.12.2019
	Balance C/D
	
	34,000

	
	
	
	116,000
	
	
	
	116,000

	01.01.2020
	Balance B/D
	
	34,000
	
	
	
	



Capital account
Dr.                                                                                                                                        Cr.  

	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	
	
	
	
	01.01.2019
	Balance B/D
	
	40,000

	01.01.2010
	Balance C/D
	
	50,000
	
	Bank account
	
	10,000

	
	
	
	50,000
	
	
	
	50,000

	
	
	
	
	01.01.2010
	Balance B/D
	
	50,000



Cash account
Dr.                                                                                                                                        Cr.  
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	01.01.2019
	Balance B/D
	
	2000
	
	Purchase
	
	30,000

	
	Rental income
	
	2500
	
	Computer account
	
	4,000

	
	Sales
	
	40,000
	
	Office expense 
	
	18,000

	
	Zenith
	
	14,000
	
	Bank
	
	6000

	
	
	
	
	31.12.2019
	Balance C/D
	
	500

	
	
	
	58,000
	
	
	
	58,000

	01.01.2019
	Balance B/D
	
	500
	
	
	
	





Diane account
Dr.                                                                                                                                        Cr.  
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	
	Bank
	
	58000
	01.01.2019
	Balance B/D
	
	4000

	31.12.2019
	Balance C/D
	
	6000
	
	Purchase
	
	60,000

	
	
	
	64,000
	
	
	
	64,000

	
	
	
	
	01.01.2019
	Balance B/D
	
	6000



Zenith Account
Dr.                                                                                                                                        Cr.  
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	01.01.2019
	Balance B/D
	
	12,000
	
	Bank
	
	90,000

	
	Sales
	
	100,000
	
	Cash
	
	14,000

	
	
	
	
	31.12.2019
	Balance C/D
	
	8000

	
	
	
	112,000
	
	
	
	112,000

	01.01.2019
	Balance B/D
	
	8,000
	
	
	
	



Furniture
Dr.                                                                                                                                        Cr.  
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	01.01.2019
	Balance B/D
	
	20,000
	31.12.2019
	Balance C/D
	
	8000

	
	
	
	20,000
	
	
	
	20,000

	01.01.2020
	Balance B/D
	
	20,000
	
	
	
	



Rental Income
Dr.                                                                                                                                        Cr. 
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	31.12.2019
	Balance C/D
	
	2500
	Cash
	
	
	2500

	
	
	
	2500
	
	
	
	2500

	
	
	
	
	01.01.2020
	Balance B/D
	
	2500




Purchase
Dr.                                                                                                                                        Cr. 
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	
	Diane
	
	60,000
	31.12.2019
	Balance C/D
	
	90,000

	
	Cash
	
	30,000
	
	
	
	

	
	
	
	90,000
	
	
	
	90,000

	01.01.2020
	Balance B/D
	
	90,000
	
	
	
	



Sales
Dr.                                                                                                                                        Cr.  
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	31.12.2019
	Balance C/D
	
	140,000
	
	Cash
	
	40,000

	
	
	
	
	
	Zenith 
	
	100,000

	
	
	
	140,000
	
	
	
	140,000

	
	
	
	
	01.01.2020
	Balance B/D
	
	140,000



Computer
Dr.                                                                                                                                        Cr.  
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	
	Cash
	
	4000
	31.12.2019
	Balance C/D
	
	7000

	
	Omar
	
	3000
	
	
	
	

	
	
	
	7000
	
	
	
	7000

	01.01.2020
	Balance B/D
	
	7000
	
	
	
	



Omar Account
Dr.                                                                                                                                        Cr.  
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	31.12.2019
	Balance C/D
	
	3000
	
	Computer
	
	3000

	
	
	
	3000
	
	
	
	3000

	
	
	
	
	01.01.2020
	Balance B/D
	
	3000



Office Expenses
Dr.                                                                                                                                        Cr.  
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	
	Cash
	
	18,000
	31.12.2019
	Balance C/D
	
	18000

	
	
	
	18,000
	
	
	
	18,000

	01.01.2020
	Balance B/D
	
	18,000
	
	
	
	



Delivery van
Dr.                                                                                                                                        Cr. 
	Date
	Account
	J.N
	£
	Date
	Account
	J.N
	£

	
	Bank
	
	24000
	31.12.2019
	Balance C/D
	
	24000

	
	
	
	24000
	
	
	
	24000

	01.01.2020
	Balance B/D
	
	24,000
	
	
	
	



b) A trial balance is a bookkeeping worksheet that compiles the balances of all ledgers into equal debit and credit account column totals. A trial balance is created to check that the entries in a company's bookkeeping system are mathematically correct (Loughran and McDonald, 2016). By a trial balance, Mandy can easily look through the main accounts of his business and it will be easier for him to construct the statement of financial position (Zimmerman, 2011). For the year 2019, the trial balance has been constructed according to the ledger of Mandy’s firm:



Mandy’s Trial balance
For the year end 2019
	Sl No
	Particulars
	£
	£

	1. 
	Bank account

	34000
	

	2. 
	Capital account
	
	50000

	3. 
	Cash account
	500
	

	4. 
	Diane account
	
	6000

	5. 
	Zenith Account
	8000
	

	6. 
	Furniture
	20000
	

	7. 
	Rental Income 
	
	2500

	8. 
	Purchase
	90000
	

	9. 
	Sales
	
	140000

	10. 
	Computer 
	7000
	

	11. 
	Omar Account
	
	3000

	12. 
	Office Expenses
	18000
	

	13. 
	Delivery van
	24000
	

	
	
	201500
	201500



a) Mandy has made payment for his public liability insurance from 1st January to 30 June 2019 as well as in 15th June, he again made a payment for next 12 months which has created an advance payment. As advance payment cannot be shown in the statement of profit and loss, so the amount of insurance payment incurred in the year of 2019 is determining below:
 Calculating the total expense to be reported in the Statement of Profit or Loss for the year ending:
	Time
	amount

	1 January to 30 June 2019
	550

	15 June to 30 December (1100/12*6)
	595

	Exenss to be reported
	1145



b) Accrual will be shown in the statement of financial position as it is a kind of current asset. Advance payment is considered as an asset and will appear in the asset side of a statement of financial position (Harrison, Horngren, and Thomas, 2014)
c) According to the reducing balance depreciation method. The depreciation amount reduces as soon as the machinery or equipment gets old. In this method the value of the asset is less than the value of asset using other depreciation method (Loughran and McDonald, 2016). The 
Depreciation schedule:
	Year
	Beginning
	Depreciation  
	Remaining balance

	1
	30,000
	4500
	25,500

	2
	25,500
	3825
	21675

	3
	21675
	3251
	18424

	4
	18424
	2763
	15661




9

