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[bookmark: _Toc87634146]Introduction 
Accounting refers to the process including the records of financial transactions regarding business (Fernando, 2021). The process includes various functions like reporting, summarizing and analysing transactions for oversight agencies, tax collection entities and regulators. The financial statements are mainly a concise summary encompassing the transactions over a financial period depicting the firm’s operations and cash flows portraying the financial position. There are various kinds of accounting tools like financial ledger metrics, cash flow analysis, budgeting and more. 
[bookmark: _Toc87634147]2. Analysis
[bookmark: _Toc87634148]TASK 1
[bookmark: _Toc87634149]First Part
[bookmark: _Toc87634150]a) Basic entries and Ledger account of Mandy for the year ended 31st December 2019
	 
	 
	Debit
	Credit

	Date
	Particulars
	Amount
	Amount

	1
	Cash A/c …………………………………………….Dr.
	 £     2,500.00 
	 

	 
	To Rental Income A/c
	 
	 £     2,500.00 

	 
	(Being rent received based on cash)
	 
	 

	2
	Purchase A/c……………………………………….Dr.
	 £   60,000.00 
	 

	 
	To Diane A/c
	 
	 £   60,000.00 

	 
	(Being the goods purchased on credit)
	 
	 

	3
	Cash A/c …………………………………………….Dr.
	 £   40,000.00 
	 

	 
	To Sales A/c
	 
	 £   40,000.00 

	 
	(Being the sales made in cash)
	 
	 

	4
	Purchase A/c……………………………………….Dr.
	 £   30,000.00 
	 

	 
	To Cash A/c 
	 
	 £   30,000.00 

	 
	(Being the purchase made in cash)
	 
	 

	5
	Purchase A/c……………………………………….Dr.
	 £     7,000.00 
	 

	 
	To Cash A/c 
	 
	 £     4,000.00 

	 
	To Furniture A/c
	 
	 £     3,000.00 

	 
	(Being the Purchase made in cash and credit)
	 
	 

	6
	Zenith A/c……………………………………………………Dr.
	 £ 100,000.00 
	 

	 
	To Sales A/c
	 
	 £ 100,000.00 

	 
	(Being the sales made on credit)
	 
	 

	7
	Diane A/c………………………………………………………..Dr.
	 £   58,000.00 
	 

	 
	To Bank A/c
	 
	 £   58,000.00 

	 
	(Being the cheque sent for collection)
	 
	 

	8
	Bank A/c…………………………………………………………..Dr.
	 £   10,000.00 
	 

	 
	To Capital A/c
	 
	 £   10,000.00 

	 
	(Being the cash Invested in the Business)
	 
	 

	9
	Bank A/c…………………………………………………………..Dr.
	 £   90,000.00 
	 

	 
	To Zenith A/c
	 
	 £   90,000.00 

	 
	(Being cheque received from Zenith)
	 
	 

	10
	Cash A/c …………………………………………….Dr.
	 £   14,000.00 
	 

	 
	To Zenith A/c
	 
	 £   14,000.00 

	 
	(Being the cash received from zenith)
	 
	 

	11
	Office Expenses A/c…………………………………………Dr.
	 £   18,000.00 
	 

	 
	To Cash A/c 
	 
	 £   18,000.00 

	 
	(Being the office expenses paid)
	 
	 

	12
	Purchase A/c……………………………………….Dr.
	 £   24,000.00 
	 

	 
	To Bank A/c
	 
	 £   24,000.00 

	 
	(Being the delivery van purchased through cheque)
	 
	 



Table 1: Journal Entries
(Source: Developed by Author)
	 
	 
	Cash A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To balance b/d
	 £                                 2,000.00 
	 
	By Purchase A/c
	 £    30,000.00 

	 
	To Rental Income A/c
	 £                                 2,500.00 
	 
	By Purchase A/c
	 £      4,000.00 

	 
	To Sales A/c
	 £                               40,000.00 
	 
	By Office Expenses A/c
	 £    18,000.00 

	 
	To Zenith A/c
	 £                               14,000.00 
	 
	By Bank A/c
	 £      6,000.00 

	 
	 
	 
	 
	By Balance C/d
	 £          500.00 

	 
	 
	 £                               58,500.00 
	 
	 
	 £    58,500.00 

	 
	 
	Rental Income A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Balance C/d
	 £                                 2,500.00 
	 
	By Cash A/c
	 £      2,500.00 

	 
	 
	 
	 
	 
	 

	 
	 
	 £                                 2,500.00 
	 
	 
	 £      2,500.00 

	 
	 
	 
	 
	 
	 

	 
	 
	Purchase A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Diane A/c
	 £                               60,000.00 
	 
	By Balance C/d
	 £  121,000.00 

	 
	To Cash A/c
	 £                                 4,000.00 
	 
	 
	 

	 
	To Furniture A/c
	 £                                 3,000.00 
	 
	 
	 

	 
	To Cash A/c
	 £                               30,000.00 
	 
	 
	 

	 
	To Bank A/c
	 £                               24,000.00 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 £                            121,000.00 
	 
	 
	 £  121,000.00 

	 
	 
	Diane A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Bank A/c
	 £                               58,000.00 
	 
	By Balance b/d
	 £      4,000.00 

	 
	To Balance c/d
	 £                                 6,000.00 
	 
	By Purchase A/c
	 £    60,000.00 

	 
	 
	 
	 
	 
	 

	 
	 
	 £                               64,000.00 
	 
	 
	 £    64,000.00 

	 
	 
	Sales A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Balance C/d
	 £                            140,000.00 
	 
	By Cash A/c
	 £    40,000.00 

	 
	 
	 
	 
	By Zenith A/c
	 £  100,000.00 

	 
	 
	 
	 
	 
	 

	 
	 
	 £                            140,000.00 
	 
	 
	 £  140,000.00 

	 
	 
	Furniture A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To balanced b/d 
	 £                               20,000.00 
	 
	By Purchase A/c
	 £      3,000.00 

	 
	 
	 
	 
	By balance c/d
	 £    17,000.00 

	 
	 
	 
	 
	 
	 

	 
	 
	 £                               20,000.00 
	 
	 
	 £    20,000.00 

	 
	 
	Zenith A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To balance b/d
	 £                               12,000.00 
	 
	 
	 

	 
	To Sales A/c
	 £                            100,000.00 
	 
	By Bank A/c
	 £    90,000.00 

	 
	
	 
	 
	BY Cash A/c
	 £    14,000.00 

	 
	 
	 
	 
	By Balance C/d
	 £      8,000.00 

	 
	 
	 £                            112,000.00 
	 
	 
	 £  112,000.00 

	 
	 
	Bank A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Balance b/d
	 £                               10,000.00 
	 
	By Diane A/c
	 £    58,000.00 

	 
	To Capital A/c
	 £                               10,000.00 
	 
	By Purchase A/c
	 £    24,000.00 

	 
	To Zenith A/c
	 £                               90,000.00 
	 
	By Balance C/d
	 £    34,000.00 

	 
	To Cash A/c
	 £                                 6,000.00 
	 
	 
	 

	 
	 
	 £                            116,000.00 
	 
	 
	 £  116,000.00 

	 
	 
	Capital A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	 
	 
	 
	By Balance b/d
	 £    40,000.00 

	 
	To Balance C/d
	 £                               50,000.00 
	 
	By Bank A/c
	 £    10,000.00 

	 
	 
	 
	 
	 
	 

	 
	 
	 £                               50,000.00 
	 
	 
	 £    50,000.00 

	 
	 
	Office Expenses A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Cash A/c
	 £                               18,000.00 
	 
	By Balance c/d
	 £    18,000.00 

	 
	 
	 £                               18,000.00 
	 
	 
	 £    18,000.00 


Table 2: Ledger Accounts
(Source: Developed by Author)
[bookmark: _Toc87634151]b. Trial Balance for the year ended 31st December 2019
	 
	 
	Trial Balance
	 

	 
	Debit
	 
	Credit

	Cash
	 £            500.00 
	Rental Income
	 £     2,500.00 

	Purchase 
	 £     121,000.00 
	Diane
	 £     6,000.00 

	Furniture 
	 £       17,000.00 
	Sales
	 £ 140,000.00 

	Zenith 
	 £         8,000.00 
	Capital
	 £   50,000.00 

	Bank
	 £       34,000.00 
	 
	 

	Office Expenses
	 £       18,000.00 
	 
	 

	 
	 £     198,500.00 
	 
	 £ 198,500.00 


Table 3: Trial Balance
(Source: Developed by Author)
[bookmark: _Toc87634152]Second Part
a) Based on the expenses analysis, it has been identified that the company has the liability of insurance of 550 GBP which would be considered in the year of 2019 as it is paying at that time. On the other hand, the amount of 1100 GBP at the year ended 3oth June 2020 would be considered completely as the expenses to be considered in the financial statement on prepayment basis. The computed insurance liability of Mandy for 6 months is 550 GBP and hence, the figure that would be reflected in the financial statement is 1100 GBP. Hence, considering the Prepayment method of calculation, expenses would be 1100 GBP for the year ended 31st December 2019.
[bookmark: _Toc87634153]b) Depreciation Based on Reducing Balance Method
	 
	Purchase Value
	 £ 30,000.00 

	1st year
	Less: Depreciation 15%
	 £   4,500.00 

	 
	Written Down Value
	 £ 25,500.00 

	2nd year
	Less: Depreciation 15%
	 £   3,825.00 

	 
	Written Down Value
	 £ 21,675.00 

	3rd year
	Less: Depreciation 15%
	 £   3,251.25 

	 
	Written Down Value
	 £ 18,423.75 

	4th Year
	Less: Depreciation 15%
	 £   2,763.56 

	 
	Written Down Value
	 £ 15,660.19 


Table 4: Written Down Value
(Source: Created by Author)
Depreciation Total
	1st year
	 £   4,500.00 

	2nd year
	 £   3,825.00 

	3rd year
	 £   3,251.00 

	4th year
	 £   2,764.00 

	Total
	 £ 14,340.00 


Table 5: Aggregate Depreciation
(Source: Developed by Author)
The entire calculations reveal that the written down value of the vehicle at the end of 4th year is 15660 GBP and the depreciation for the last year has been computed 2764 GBP. The entire depreciation schedule has been mentioned in the above. 
[bookmark: _Toc87634154]TASK 2
a) Journal entries
	 
	 
	Debit
	Credit

	Date
	Details
	Amount
	Amount

	1
	Closing Inventory A/c……………………………………………...Dr.
	 £    30,000.00 
	 

	 
	To Trade Payable A/c
	 
	 £ 30,000.00 

	 
	(being the Closing Inventory Amount is adjusted)
	 
	 

	2
	Depreciation on Plant & Machinery A/c…………………..Dr.
	 £      3,000.00 
	 

	 
	Depreciation on Computers A/c……………………………….Dr.
	 £      1,752.00 
	 

	 
	To Accumulated Depreciation A/c
	 
	 £   4,752.00 

	 
	(Being the depreciation amount is transferred to the accumulated depreciation Account)
	 
	 

	3
	Prepaid Rates A/c……………………………………………………………………………..Dr.
	 £         650.00 
	 

	 
	To Cash A/c
	 
	 £      650.00 

	 
	(Being the prepaid rates amount of 650 GBP for next years)
	 
	 

	4
	Bad Debt A/c………………………………………………………………………………………………..Dr.
	 £      1,500.00 
	 

	 
	To Allowance for doubtful debts A/c
	 
	 £   1,500.00 

	 
	(Being the bad debt has been adjusted to allowance for doubtful debt)
	 
	 

	5
	Drawings A/c………………………………………………………………………………………………Dr.
	 £         750.00 
	 

	 
	To Bank A/c
	 
	 £      750.00 

	 
	(Being the amount has been drawn from bank for personal use)
	 
	 

	6
	Provision for Doubtful Debts A/c……………………………………………………………………………..Dr.
	 £         925.00 
	 

	 
	To Trade Receivables A/c
	 
	 £      925.00 

	 
	(Being the provision created @ 5%)
	 
	 


Table 6: Journal Entries
(Source: Developed by Author)
[bookmark: _Toc87634155]b)
	Details
	Debit
	Details
	Credit

	Dep on plant
	 £                   3,000.00 
	Trade Payable
	 £                         66,000.00 

	Dep on computer
	 £                   1,752.00 
	Accumulated Dep
	 £                           6,752.00 

	Prpaid Rent
	 £                   4,250.00 
	Cash
	 £                              550.00 

	Bad debt
	 £                   1,500.00 
	Allowancce for bad debt
	 £                           1,025.00 

	Drawings
	 £                 10,250.00 
	Suspense
	 

	Trade Receivables
	 £                 19,075.00 
	 
	 

	Inventory
	 £                 30,000.00 
	 
	 

	Suspense
	 £                   2,750.00 
	 
	 

	Bank
	 £                   1,750.00 
	 
	 

	 
	 £                 74,327.00 
	 
	 £                         74,327.00 



Table 7: Trial Balance
(Source: Developed by Author)
[bookmark: _Toc87634156]c)
	 
	Amount
	Amount

	Sales
	 
	 £ 240,000.00 

	Less:
	 
	 

	Cost of Sales 
	 
	 

	Opening Inventory
	 £   30,000.00 
	 

	Add: Purchase
	 £ 160,000.00 
	 

	Less: Closing Inventory
	 £   30,000.00 
	 £ 160,000.00 

	Less: Gross Profit
	 
	 £   80,000.00 

	 
	 
	 

	Less: Expenses
	 
	 

	Depreciation 
	 £     4,752.00 
	 

	Prepaid Rates
	 £        650.00 
	 

	Bad Debt
	 £     1,500.00 
	 

	Allowances@5%
	 £        925.00 
	 £     7,827.00 

	Net Profit
	 
	 £   72,173.00 


Table 8: Statement of Profit and Loss
(Source: Developed by Author)
	Assets
	Amount
	Amount

	Non-Current Assets
	 
	 

	Computers
	 £   14,600.00 
	 

	Plant and Machinery
	 £   60,000.00 
	 

	 
	 
	 

	Current Assets
	 
	 

	Closing Inventory
	 £   30,000.00 
	 

	Cash In Hand 
	 £        550.00 
	 

	Cash At Bank 
	 £     1,750.00 
	 

	Trade Receivables
	 £   17,575.00 
	 

	Prepaid Rates
	 £        650.00 
	 £ 125,125.00 

	Capital and Liabilities
	 
	 

	Capital
	 £   28,000.00 
	 

	Add Profit for the Current Period
	 £   72,173.00 
	 

	 
	 £ 100,173.00 
	 

	Less: Drawings
	 £        750.00 
	 

	 
	 £   99,423.00 
	 

	 
	 
	 

	Non-Current Liabilities
	 
	 

	Accumulated Depreciation for Computers
	 £     6,752.00 
	 

	Accumulated Depreciation for Machinery
	 £   15,000.00 
	 

	Current Liabilities
	 
	 

	Provision for doubtful debts
	 £     2,525.00 
	 

	Suspense
	 £     1,425.00 
	 

	 
	 
	 £ 125,125.00 


Table 9: Statement of Financial Position
(Source: Developed by Author)
Workings                                             
	 
	 
	Closing Inventory A/c
	 
	 
	 

	Date
	Details
	Amount (All figures in GBP)
	Date
	Details
	Amount (All Figures in GBP)

	 
	To Trade Payable A/c
	30000
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	Trade Payable A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To balance c/d
	66000
	 
	By balance b/d 
	36000

	 
	 
	 
	 
	By Closing Inventory A/c
	30000

	 
	 
	Dep on Plant & Machinery A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Accu. Dep A/c
	3000
	 
	By Balance c/d
	3000

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	Dep on Computers A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Accu. Dep A/c
	1752
	 
	By balance c/d
	1752

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	Accu. Dep A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To balance c/d 
	3000
	 
	By balance b/d
	5000

	 
	To balance c/d 
	6752
	 
	By Dep. Plant & Machinery A/c
	3000

	 
	 
	 
	 
	By Dep. On Computers A/c
	1752

	 
	 
	 
	 
	 
	 

	 
	 
	Prepaid Rates A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To balance b/d
	3600
	 
	 
	 

	 
	To Cash A/c
	650
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	Cash A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To balance b/d
	100
	 
	By Prepaid Rates A/c
	650

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	Bad Debt A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To allowance for doubtful debts A/c
	1500
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	Allowance for Bad Debt/doubtful debts A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Trade Receivables A/c
	925
	 
	By bad debt A/c
	1500

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	Drawings A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To Bank A/c
	 
	750
	 
	 

	 
	To Balance b/d
	 
	9500
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	Bank A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To balance b/d 
	2500
	 
	By Drawings A/c 
	750

	 
	 
	 
	 
	By balance c/d
	1750

	 
	 
	 
	 
	 
	 

	 
	 
	Trade Receivables A/c
	 
	 
	 

	Date
	Details
	Amount
	Date
	Details
	Amount

	 
	To balance b/d
	20000
	 
	By Provision for bad debts A/c
	925



[bookmark: _Toc87634157]Critical Assessment of Relevance of Financial Information to the Users 
Financial statements render a summarized view of any corporate’s financial health at a specific time providing insight regardings with its performance through analysing operations, cash flows and a holistic condition. Stakeholders of any business require financial statements to execute informed decision making regarding corporate matters (Maverick, 2021). The financial statements of a corporation mainly disclose five aspects; revenue, expense, asset, liabilities and equity (Jerman and Dominici, 2018). Financial reporting mainly takes place annually to inform about the financial state of an enterprise. The revenues, as well as other expenses of an organization, are accounted to record the income statements and the liabilities, equity and assets are recorded in the balance sheet. The basic activities included in the accounting process are recording, classifying, summarizing and interpreting (Ionescu, 2017). It renders qualitative information depicting the financial nature of economic entities for making reasoned choices among the alternative course of action. Accounting is an important tool of information system that exposes an individual to knowledge and sources of capturing new opportunities or devise strategies for challenges. It is important to both profit-seeking and non-profit seeking enterprises. The main functions of the accounting system can be classified as: 
Keeping systematic records: The absence of accounting may put a burden on human memory and will be difficult to reflect on accurate data for decision making 
Protecting business properties: It protects business properties from unjustified and unwarranted utilisations. The holistic information regarding the wealth of the business maintained by the manager and the business proprietor will provide the information regarding the business growth and profits or losses recording proprietors fund invested, liabilities of the business, debts, different sources of cash flow and more 
ascertaining operational profit or loss: Prepared annually by analysing and evaluating the different financial records. It will support the investors, creditors, management and more to comprehend the business’s economic state impacting crucial decision making.
Facilitating rational decision making: the knowledge about the company and information regarding the economic state facilitate easy and accurate decision making based on the relevant context. 
Information system: Collecting and communicating important economic information helps in various activities involved in the business operations like expansion, competitive strategies, business growth and more. 
[bookmark: _Toc87634158]Conclusion
In the report, the details regarding financial accounting and its utility in business operations are discussed along with a representation of financial statements to understand the subject of discussion vividly. Accounting is an effective tool in business operations and with current technological advancement, it has become easier to record financial records as most of the functions are automated along with storing the data easily in various electronic devices. It is imperative for any organization to maintain an accounting system to function and secure effective revenue generation and even protection of the business properties. 
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