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[bookmark: _t0srv611fcw6][bookmark: _Toc131529008]1.0 Introduction 
In the effective management of the business attributes, the implication of the accounting fundamentals has been used for the complete costing analysis of a company for a long time period.  Through the implication of the accounting fundamentals, the objectives of the business engagements could be achieved in a more precise manner. In the following, there are three different scenarios that have been presented for the assessment of various financial statements of other organizations. Through these financial analyses, the impacts of the application of the accounting statements could be assessed through a detailed analysis. Through Balance sheets, Income statements, Trial balances, etc, any business analyst could assess the financial conditions of any organization.
[bookmark: _5l7rr763asra][bookmark: _Toc131529009]2.0 Discussion and Analysis
[bookmark: _Toc131529010]2.1 Task 1 
Business Analysis of Donna’s furniture Business
	Income Statement of Donna for the Year Ended 31.12.2021

	
	
	
	

	INCOME STATEMENT
	
	

	
	
	
	£(000)

	Sales 
	
	
	620846

	Cost of Goods sold (Opening stock+purchase- closing stock)
	438446

	Gross Profit
	
	
	182400

	
	
	
	

	Operating costs
	
	
	

	Delivery van cost
	
	
	71160

	Depreciation of delivery van
	
	
	25040

	Shop fitting cost
	
	
	24400

	Depreciation of shop fittings
	
	
	14640

	Rental and insurance Costs
	
	
	38400

	Administrative expenses
	
	
	5544

	Salaries and wages
	
	
	71608

	Total Operating Expenses
	
	250792

	Operating Profit (Loss)
	
	
	-68392

	
	
	
	

	Profit (loss) before Tax
	
	
	-68392

	Vat due to paid
	
	
	15548

	Net Profit(loss) 
	
	
	-52844



Table 1: Income statement of Donna’s Business
(Source: Self-made in MS Excel)
In the analysis of the Financial income statement of Donna’s Business, which has been based on the sales of home furnishings as a sole business trader. The income statement of Donna’s business is running on a loss of 52844 pounds(Link.springer.com (2019).  In the detailed analysis of the different business elements, a severe reformation of the business is recommended. Through the effective management of the performance of different attributes, the regulation of expenses is crucially needed. Through the observation of the sales figure of 620846 pounds, the comparison of the expenses is significantly higher. The total operating cost is much higher than the gross profit. The operational cost is 250792 pounds which is approximately 23000 pounds higher, these expenses should be reduced by the implication of effective business models and sustainable business practices. It could be observed that the depreciation of shop fittings and delivery vans, and also the maintenance of those two elements have risen with a significant valuation of cost. Through the usage of quality equipment and the implication of quality transport means the longevity of the increase in sales could be observed. Through this implication of these measures, the effective management of people and sales could be assessed in the long run. Through the  increase in sales, the loss situation could be reversed and could be evaluated into profits(Al-Fatlawi, 2021). The stock would be much more in the valuation of quantity for the effective supply and also for the production of the furniture goods.  According to various reports, hiring of skilled workers with a moderate amount of salary and wages, and through the proper management of them, could become the key factor for the evaluation of the businesses.  Through the evaluation of the sales and through the increase in the profit, a significant rise in the business of furniture goods of Donna could be assessed through the reduction of the costs. 

	Balance Sheet of Donna's Furniture Business for the year ended 31.12.2021

	
	
	

	Assets 
	
	

	Current assets
	
	

	
	
	£(000)

	Cash At Bank
	
	164

	Drawings 
	
	36540

	Trade receivables 
	
	13720

	Inventory 
	
	60000

	Purchase
	
	428330

	Total Current assets
	
	538754

	
	
	

	Fixed Asset
	
	

	
	
	

	Capital 
	
	9986

	
	
	

	Total Assets
	
	1087494

	Liabilities 
	
	

	Current Liabilities
	
	

	
	
	

	Trade payables 
	
	68840

	Vat due to paid
	
	15548

	Outstanding debts
	
	1960

	
	
	

	Total Liabilities 
	
	86348

	Net asset 
	
	462392


    
 Table 2: Balance sheet of Donna’s Business for the year ended 31.12.2023
(Source: Self-made in MS Excel)
Through the analysis of the balance sheet of Donna’s Furniture Business, The cash deposit in the bank is significantly lower, as a current asset, cash is crucially significant for the effortless operations of the business(Alsharari, 2022). In the observation of the financial situation of a company, could be assessed through the valuation of assets and through the equilibrium of liabilities. In this case, Donna has plenty of resources in the form of assets that are quite sufficient for the smooth operations of the production and supply. Through assets management and inventory management, the capital of the firm could be increased as it is evaluating 9986 pounds. Through the regulation of purchases of raw materials and through the regulation of different operational costs, the liability which is 86348 Pounds, could be balanced for a regulated portfolio(Cai, 2021). Through the implication of the various business and management models in the management of performance of the business attributes, that could be the key defining factor for the reduction of the depreciation that has been calculated according to the straight line basis method, the cost of the shop fittings has been evaluated 10 percent. The balance sheet is a financial process through which a company's financial situation could be evaluated. In the components, there are liabilities, In liabilities, the Total current liabilities for Donna’s business have been evaluated to 86436 pounds, and the value of trade payables is 68840 pounds, which is the significator of credit taken from the shareholders and from the markets. This indicates a shortage of cash. In the observation of the cash and banks and drawings rights, the sufficient value of funds is not seemed to be present, and because of that the operating profit(loss) could be observed in the reduction(Faccia,2021).  Through the improvement of the product quality and the transport means in a sustainable manner, could evaluate the business activities. Through the increase in the production of the furniture goods by maintaining the quality of the product, the revenue could increase on a time basis. 
There is also the factor of liabilities that should have been considered by the management team of Donna’s Furniture business. As there would be negative impacts of extending of the liabilities that are in the forms of due of taxes payments, the payable amount of the bills regarding to the trades conduct, etc. In the future predictions of the path of growth of the Furniture Business of Donna, The evaluation of the financial analysis and the fulfillment of the gaps in the conduction  of business operations is the primary objective that the business should be striving for. Through the understanding of the furniture market of the United Kingdom, could also help in the betterment of the business strategy for understanding and fulfilling the customer needs by maintaining the product quality(Gotthardt, 2020).  The evaluation of the product quality and regulating the price of per unit, customers could be attracted to the business organization, which could differentiate the company from other furniture-producing companies. The investor are more prone to those businesses, that have a stable financial situation and also an operating commercial portfolio.              
[bookmark: _rrjwl3auchtl][bookmark: _Toc131529011]2.2 Task 2  
In the assessment of the financial analysis of Franks’s Coffee shop, the transactions have been recorded in the ledger of records. The ledger accounts have been showed below
 
	Ledger Account of Frank's Coffee shop
	

	
	
	
	
	

	Date
	Account's name
	
	Debit 
	Credit

	02-Apr
	Advertisement Up
	
	£450
	

	02-Apr
	Cash down
	
	
	£450

	03-Apr
	Supplier up
	
	£4400
	

	03-Apr
	Bank Down
	
	
	£4400

	07-Apr
	Drawings up
	
	£800
	

	07-Apr
	Cash down
	
	
	£800

	09-Apr
	Cash up
	
	£2000
	

	09-Apr
	Accounts receivable down 
	
	
	£2000

	11-Apr
	Petrol charges up
	
	£120
	

	11-Apr
	Debit card down
	
	
	£120

	15-Apr
	Cash up
	
	£1800
	

	15-04-21
	Accounts receivable down 
	
	
	£1800

	18-Apr
	Insurance 
	
	£750
	

	18-Apr
	Debit card down
	
	
	£750

	20-Apr
	Credit Purchase up
	
	£2500
	

	20-Apr
	Accounts payable down
	
	
	£2500

	21-Apr
	Accounts receivable up
	
	£1900
	

	21-Apr
	Credit sales down
	
	
	£1900

	30-Apr
	Purchase up
	
	£2100
	

	30-Apr
	Bank Down
	
	
	£2100


 Table 3: Ledger entries of Frank’s coffee shop
 (Source: Self-made in MS Excel)
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Figure 1: T format ledgers of Frank’s coffee shop
(Source: Self-made in MS Excel)

Through the detailed assessment of the different entries of the daily economic events that have been occurred a process of sales through the perspective of analysts have been segregated in different aspects(Kaya, 2019). In the transaction of 2nd April frank is paying 450 pounds for the advertisement of the business, which is critically important for the business evaluation. On 3rd April, frank has been paying the due amount of 4400 pounds to the suppliers of his raw materials, as the clearance of the due amounts is very crucial for the constant supply of the raw materials(Lewis,2019). In the transaction of the 7th of April, Frank withdraws some cash of 800 pounds for their personal use of himself, as he is the owner and  manages all of the business dealings, he has the complete right to invest in himself in a form of drawings. In the transaction of  9th April, Some payments of 2000 pounds have been received by the owner frank, through these receivables the business growth of Frank’s coffee shop could be observed. In the transaction of 11th April, frank has spent 120 pounds on the changes of petrol, as the transport of the products and rigorous communication the business could grow in a profound manner. The communication and the transportation are crucially important for the effective supply chain and evaluation of the brand value.
In the transaction of 15th April, frank has received another amount of 1800 pounds, that the variations of the evaluation of the equipment and supply chain could be advanced in the maintenance of the modern standards(Mišić,2020). On 18th April, the insurance cost of the business have been paid, as insurance is one of the signifying factors for the control and replenishment of any damage. On 20th April, frank has purchased some products for resale that has a value of 2500 pounds that have been for the duration of  30 days. On 21st April, The sales and the credit to the new customer have been done for the valuation of 1900 pounds.  On 30th April, Frank purchases the products for 2100 pounds for the next month's initial production.
There is also the assessment of the trial balance of frank’s coffee shop that has been shown under.

	The trial balance of Frank's coffee shop 

	
	
	
	
	

	Ledger name 
	
	Debit
	Credit
	

	Cash 
	
	3800
	1250
	

	Bank 
	
	10000
	6500
	

	Credit purchase 
	
	2500
	
	

	Credit sales 
	
	
	1900
	

	Advertisement 
	
	450
	
	

	Suppliers
	
	4400
	
	

	Purchase 
	
	2100
	
	

	Accounts receivable 
	18900
	3800
	

	Accounts payable 
	
	14500
	

	Drawings 
	
	800
	
	

	Insurance 
	
	750
	
	

	Debit card
	
	
	870
	

	Petrol charges
	
	120
	
	

	Van
	
	25000
	
	

	Capital 
	
	
	40000
	

	
	
	
	
	

	Total
	
	68820
	68820
	



      Table 4: Trial Balance of Frank’s coffee shop
 (Source: Self-made in MS Excel)
In the assessment of the trial balance, there are various balances that have been seen in the business activities of Frank’s coffee shop(Raewf, 2020). There are was an initial capital of the business activities that have been conducted on a daily basis of the sales and generation of revenue. There are business attributes that have been increasing the overall business of Frank’s coffee shop. Through the assessment of the ledger entries, it could be processed that there is a mixed influence of dues and receivables that have been duly present in the business activity. This kind of balance of the business activities is the key indicator of a stable and organized business endeavor(Roberts,2021). There are also credit sales and credit purchases that have been used for the purpose of various trades and resales. Through this activity, frank could manage and could maintain the market activity for the evaluation of the business.
Through the different endeavors of the various business models and through the effective record-keeping of the transactions, could help in the assessment of the balance of the assets and liabilities. Through the correction of the gaps and evaluation of the production, the effective supply chain for the raw materials and the transportation of the products could be assessed.
Through these refined endeavors of the operating of the business could attract the investors to invest in the business expansion and product quality evaluation.  In this process of detailed financial analysis, the company in this case Frank’s coffee shop could spread and implicate different new products to fulfill the demands of the customer.  [Referred to appendix1]
[bookmark: _z2e3sa1fg95p][bookmark: _Toc131529012]2.3 Task 3 
In the process of accounting, the interpretation of the analysis process has been classified and categorized in the aspects of differe transactional values(Serrano-Cinca2019). In the process of business evaluation, the amount of cash and assets would be critical for the detailed categorization of the business activity. The term depreciation have been referred to the allocation of the cost of tangible assets, of which the valuation is constantly reducing as the days pass. Through the immediate ownership of tangible assets could trigger the process of depreciation that valuation would be earned in the process of payment of a certain period.
There are key factors that have been the crucial points for the assessment of depreciation of the usefulness of the specific dates that have been benefiting from the accumulation of the valuation that has depreciated.
In the accumulation of the depreciation has been referred to as the straight-line method, through this method the process of calculation of the depreciation could be done in an effective and accurate manner (Zhang,2020). In this method, the  preparation of the balance sheet is varied on the carrying value of the historical cost with a specified date. The carrying value has been assessed or indicated as salvage value. Depreciation has been one of the primary causes of the degradation of fixed and current assets. It has been started when the operational value of the purchased assets has commenced(Journals.sagepub.com (2020). According to the financial reports, the charges of depreciation are one of the earning factors for the evaluation of tax purposes.
Through the matching principles under the GAAP, have been dictated in the accrual accounting that has the concept of expenses and revenue generation of the depreciated cost of the revenue generated. Through the incremental valuation of the assets, which should be also recorded accordingly has been a crucial factor in the time management. If a company has a $100000 valuation of worth fixed assets, the depreciation would be a minimum of 15 percent which would be a valuation of $15000 (Researchprospect. com (2019). On the threshold amount could be observed to be $10000 with all the maintenance expenses. Through the accumulated depreciation valuation the salvage value is the ultimate valuation of the product or asset that is after the depreciation charged.  [Referred to appendix2&3]
[image: What is Depreciation? definition, objectives and methods - Business Jargons]
Figure 2: Types of depreciation
(Source: businessjargons.com)

[bookmark: _pnz4x19ygnb2][bookmark: _Toc131529013]3.0 Conclusion 
In the conclusion of the case studies, It is observed that in the evaluation of business of any sector, Through  the financial statement making. Through the detailed analysis of the financial framework and the situation of the company. There are various exchanges of the asset values and the importance of the value creation of the business is one of the main factors for the customer attraction. Through the variations of the analysis of the various income statement and variations of the effective record keeping the evaluation of the business and the reduction of the depreciation could be observed.
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Appendix 1: Accounting functions
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(Source: www.wallstreetmojo.com)


Appendix 2: Chart of depreciation
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Appendix 3: Types of depreciation

[image: Depreciation Methods - 4 Types of Depreciation You Must Know!]
(Source: corporatefinanceinstitute.com)
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