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A journal entry is an accounting entry that is used to record a business transaction in the accounting records of a corporation. Normally, a journal entry is recorded in the general ledger, but it can alternatively be entered in a subsidiary ledger and then rolled forward into the general ledger. The goal of creating a trial balance for a firm is to find any mathematical issues with the double-entry accounting system. If the entire debits equal the total credits, the trial balance is declared balanced, and the ledgers should be free of mathematical errors. A profit and loss statement describes revenue, expenditures, and spending for a given period, usually a quarter or fiscal year. Financial statements are official records of a business's financial activities and position. 
[bookmark: _Toc89810781]Task: 2
[bookmark: _Toc89807558][bookmark: _Toc89810782]1.a) Journal entries Michael’s ledger accounts on 31st December 2019.

	
	Journal entries
	
	

	
	Particulars
	Debit
	Credit

	ii
	Depreciation Account Dr
	4152
	

	
	To Accumulated Depreciation on plant & machinery
	
	3000

	
	accumulated Depreciation on computers
	
	1152

	
	
	
	

	
	Depreciation on computer
	
	

	
	(14600-5000)"12%
	1152
	

	
	
	
	

	
	Depreciation on plant & machinery
	3000
	

	
	(60000/ 20)
	
	

	
	
	
	

	iii
	Prepaid rent A/c Dr
	650
	

	
	To rent expenses account
	
	650

	
	
	
	

	iv
	Bad debt account Dr
	1500
	

	
	To allowancesf0< doubtful debt
	1500
	

	
	
	
	

	
	
	
	

	
	Provision to be maintained = 5%
	1000
	

	
	(20000 5%)
	
	

	
	
	
	

	V
	Drawings Account Dr
	750
	

	
	To bank
	
	750
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Trial balance
	Trial Balance as on 31st  Dec 2019
	
	
	Adjustments
	Adjusted Trial
	
	

	Particulars
	Debit
	Credit
	Debit
	Credit
	Debit
	Credit

	Retained earnings as on 1.1.19
	
	10100
	
	
	
	10100

	Computers
	14600
	
	
	
	14600
	

	accumulated Depreciation on computers
	5000
	
	1152
	
	6152
	

	Plant & Machinery
	60000
	
	
	
	60000
	

	Accumulated Depreciation on Plant & machinery
	12000
	
	3000
	
	15000
	

	Inventory as on Ll .19
	30000
	
	
	
	30000
	

	Trade receivables
	20000
	
	
	1500
	18500
	

	Allowances for doubtful debt
	
	1600
	1500
	900
	
	1000

	Cash in hand
	100
	
	
	
	100
	

	Cash at bank
	2500
	
	
	750
	1750
	

	Trade Payables
	
	36000
	
	
	
	36000

	Capital
	
	28000
	
	
	
	28000

	Drawings
	9500
	
	750
	
	10250
	

	Purchases
	160000
	
	
	
	160000
	

	Revenue
	
	240000
	
	
	
	240000

	Wages
	24000
	
	
	
	24000
	

	Advertisement
	8000
	
	
	
	8000
	

	Rates
	3600
	
	
	650
	2950
	

	Bank charges
	400
	
	
	
	400
	

	Depreciation Expenses
	
	
	4152
	
	4152
	

	Prepaid Rent
	
	
	650
	
	650
	

	
	
	
	
	
	0
	

	Allowances for doubtful debt Expenses
	
	900
	
	900
	
	

	TOTAL
	332700
	332700
	7952
	7952
	336252
	336252
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	Statement of Profit & Loss
	Amount

	Particular
	240000

	Revenue from operation
	

	
	160000

	Less Cost of goods sold
	

	Les: Expenses
	24000

	Wages
	8000

	Advertisement
	2950

	Rates
	400

	Bank charges
	4152

	Depreciation Expenses
	900

	Allowances for doubtful debt Expenses
	

	
	39598

	Profit for the period
	



[bookmark: _Toc89810785]Financial statements: Financial statements are official records of a business's financial activities and position. They try to provide both within and outside the organization with information about the firm's financial status, performance, and changes in financial position (Investments, 2020).
Financial statements for Michael for the year ending 31st December 2019.
	Balance Sheet
	Amount

	Assets
	60000

	Plant & Machinery
	14600

	Computers
	

	
	30000

	Inventory
	17500

	Trade receivable
	

	(20000-1000)
	650

	Prepaid rent
	100

	Cash in hand
	1750

	Cash at bank
	124600

	Total Assets
	

	
	

	
	

	Equity & liabilities
	17750

	Capital 28000
	

	Less: Drawings 10250
	49698

	Retained earnings
	

	(10100+38098)
	

	Accumulated depreciation
	6152

	On computers
	15000

	On Plant & Machinery
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The main purpose of the financial statements is to provide financial information about the company that enables interested parties and other users to make financial decisions, such as assessing past performance and current status, forecasting, and assessing the company's growth and status. It also describes the cash levels available to an organization and the combination of debt and capital. The annual financial report helps to plan and forecast properly (McClain, 2019). The annual financial statement assists the management department in pursuing appropriate business policies that require between different organizations. Financial statements are also useful for forecasting and budgeting by providing information on the strengths and weaknesses of a company. The information in the final report allows users to identify the bankruptcy situation of each organization and make investment decisions. 
Financial institutions such as banks and other lenders can use this information to make credit and other credit decisions (Carnegie, 2020). This helps identify whether is approved for working capital, debt such as long-term loans, or promissory notes for financing expansions and other costs. In this case, the annual financial statements help analyze the associated credit risk and determine credit terms such as collateral, interest rates, and due dates. Therefore, creditors make extensive use of financial reporting to assess the creditworthiness of an organization. Potential investors use financial reporting to assess a company's return on investment. Financial Analysis is widely used by investors and is produced by professionals such as financial analysts. Therefore, the financial statements must support the investment decision. The balance sheet shows the financial role of a trading company in its assets and liabilities (Coleman, 2028). The difference between these numbers is net worth. Net worth consists of the capital brought in with the help of the owner and the income generated so far. A decrease in net worth is the worst indicator of an increase. This gives control over several recommendations for improvising your financial role. An increase in assets represents an increase in income capacity, and a decrease in liabilities represents a company's ability to repay (Jackson, 2017). Therefore, the highest goals of reliability and fairness can be very important here. The income statement shows the financial performance of the company. 
[bookmark: _Toc89807562][bookmark: _Toc89810787]Conclusion
Accounting methods help the organizations to collect and report the financial information of a company's overall situation like performance, financial position, and cash flows. By using this information, all users make their decisions to operate the business, investment, and leadings. The accounting process follows some specific guidelines and principles for universal acceptance (Debreceny, 2018). A company represents its financial information through the use of the following documents; balance sheet, income statement, cash flow statement, etc. Cost accounting is a part of managerial accounting. That helps business organizations to calculate per unit price during the manufacturing period by adding the expected profit margin (Iwaoka, 2018). By using the information, the company can make decisions about the future production line. It also helps to find out the exact reasons for profit decreasing.
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