     Component 1 
Student Name: Radu Acris
Student Number: 2239621
Lecturer Name: Munodzinesa Zuwirai
BA (Hons) Business Management
Accounting fundamentals





















Contents:
1.Introduction.	3
1.	Understanding and application of ‘T’ accounts. ledger entries, and construction of the trial balance.	4
1.1.	Coopers ‘s profit or loss statement for the year ending 31st December 2023 for “Smiths Grocery’’.	4
1.1.1.	,,Smiths Grocery ‘’ Balance Sheet for the year ended 31st December 2023.	5
2. Task 2: The final accounts for a sole trader from the trial balance and other supporting information.	7
Capital/ Equity Account	8
Cash Account	8
2.1. Maria’s Business Trial Balance / period 28.02.24.	11
2.1.1. Depreciation and profit or loss from the sale of this asset.	12
3. Concept, application and importance of ,, going concern’’ in accounting.	13
4.Conclusion:	15
5.Bibliography	16














[bookmark: _Toc160322017]1.Introduction.

The current assessment will discuss about the trial balances that is a crucial step in the accounting cycle and serves as a basis for preparing financial statements. It helps in identifying errors and ensuring the integrity of the accounting records. 'T' accounts, ledger entries, and the trial balance are fundamental concepts in accounting used to record and ensure the accuracy of financial transactions for Smith’s Grocery and Maria’s Business. The accounting follows the double-entry system, which means that every transaction has equal and opposite effects on at least two accounts. Each transaction involves a debit entry in one account and a corresponding credit entry in another for every task.
All the information and calculations are the result of 5 weeks of intensive studies at Accounting Fundamentals course.















1. [bookmark: _Toc160322018]Understanding and application of ‘T’ accounts. ledger entries, and construction of the trial balance.

The 'T' account,  is a visual picture of an specific account in the general account book. It has two parts: the left (debit) and the right (credit) (LIBERTO, 2021).
Debits / credits are applied to record increases or decreases in accounts, depending on the type of account such as asset/ liability/ equity/ revenue/ expense) (Nino, 2021).
An asset account, like cash, grows are recorded on the debit, and reductions are recorded on the credit.
The ledger is a collection of 'T' accounts that provide a complete recording of all economic trades for a business. Ledger entries involve recording each transaction in the appropriate 'T' accounts by applying the rules of debits and credits (LIBERTO, 2021).
For instance, if a business sells goods for cash, you would debit Cash (increasing it) and credit Sales (increasing revenue).
The trial - balance is a list of all the accounts, in the full general ledger along with their own debit or credit balances (GoCardless, 2021).
The reason of a trial balance is to confirm that the total debts equal total credits, which helps identify errors in the recording of transactions.

1.1. [bookmark: _Toc160322019]Coopers ‘s profit or loss statement for the year ending 31st December 2023 for “Smiths Grocery’’.


	Details
	£
	£

	Sales
	160 000
	

	Less: Sales returns
	(4000)
	

	Net Sales
	
	156 000

	Opening inventory 1 st of January 2023
	3000
	

	Add Purchases (95000 – 5000)
	90 000
	

	Less Purchases Returns
	(5000)
	

	Less Closing inventory
	(5000)
	

	COGS (open invent +purchases- purchases return-closing inv)
	
	88 000

	Gross Profit (net sales – cost of sales)
	
	66 000

	Add: discount received
	
	200

	Rent 2500
Less: Prepayment 300
	2200
	

	Interest on loan
	1000
	

	Electricity and gas expense
	1500
	

	Salaries
	28000
	

	Salaries accrued 
	3000
	

	Vehicle maintenance
Add: outstanding =150
	950
	

	Discount allowed
	700
	

	Discount Received
	200
	

	Depreciation :
Furniture (15000 x12 %= 1800+5000=6800) = 6800
Vehicle (28500 x 15 % = 4275

	11075
	

	Bad debt
	800
	

	New provision for bad debt
	
	310

	Net Profit/to capital
	17785
	

	
	£66510,0
	£66510,0



Adjusted receivables =17000-800= 16200
Expense = 16200 x 5% = 810
Balance of trade = 1620 – 810 = 15390
Provision for bad debt (expense) = 810 – 500 = 310.

1.1.1. [bookmark: _Toc160322020],,Smiths Grocery ‘’ Balance Sheet for the year ended 31st December 2023.


	Details:
	£
	£

	Equity/Liabilities
	
	

	Equity
	
	

	
	
	

	Capital:
	25,000
	

	Add: Profit 
	17785
	

	Less: Drawing
	-13000
	29785,0

	Liability
	
	

	Loan
	
	10 000

	Out Vehicle maintenance:
	
	150,0

	Rent prepaid:
	
	300,0

	Trade payable:
	
	2300,0

	Total
	
	42535,0

	Assets
	
	

	Vehicle 28500
Accumulated depreciation x 15% = 4275
	£24225
	

	Furniture -  15 000
Less: Acc Depreciation -£5000
Less: Depreciation -£1800
	£8200
	£32425,0

	Trade Receivables £17 000
Less: Provision  bad- debt (£800 + £310)
	£18 110
	

	Inventory
	£5000
	

	Bank /Overdraft (£5000-£13 000)
	-£8000
	

	Total
	10 110,0
	10 110,0



The Balance Sheet / Statement of Financial Position matched at £ 10110,0.

The balance sheet, is a financial record that gives a picture of a company's fiscal position, at a specific moment in time. It shows the firm's assets/ liabilities/ and shareholders' equity (Burke, 2024). The balance sheet tracks the primary accounting comparison:
Assets=Liabilities+Shareholders’ EquityAssets=Liabilities+Shareholders’ Equity
    The key components of a balance sheet:
1. Assets: These are the possessions owned or reserved by the company, which have fiscal value and are estimated to provide future advantages. Assets are in general classified as current assets/ (short-term), and non-current assets/ (long-term).
· Current Assets: ex.: cash, inventory, and other assets expected to be transformed into cash or managed up within one year.
· Non-Current Assets: ex.: land, plant, equipment, investments, and other assets expected to provide value about an extended period.
2. Liabilities: Represent the enterprise's commitments or debts. Ex.: assets, liabilities are separated into current liabilities /(short-term) and non-current liabilities /(long-term).
· Current Liabilities: Involve short-term debts and other requirements estimated to be complete within one year.
· Non-Current Liabilities: Long-term debts, tax liabilities and other debts extending for more than one year.
3. Shareholders' Equity: Known as holders' equity or net assets, this correspond to the remaining interest in the company's assets, after removing liabilities. Includes the primary investment by shareholders and some retained earnings and losses.
· Common Stock: The capital supplied by shareholders via the issuance of collective shares.
· Retained Earnings: A cumulative income or loss kept by the company regarding paying dividends.
     Balance sheet, is a important financial record for evaluating a company's financial strength and stability. Analysts, investors, and creditors use it to estimate the company's capacity to gather its short-term and long-term agreements, measure its liquidity, and identify its capital structure. The balance sheet, along with other fiscal statements like the earnings statement and cash flow statement, provides a comprehensive view of a enterprise's financial performing and view (Charles W. Mulford, 2005).
[bookmark: _Toc158656272][bookmark: _Toc160322021]2. Task 2: The final accounts for a sole trader from the trial balance and other supporting information.

Maria Business accounting                                                                                 
Dr 	Cr
01 Feb     £2000,0      Balance b/d	                    03 Feb.    £1000,0        Equipment
02 Feb     £700,0         Capital                           04 Feb.     £800,0           Supplies
09 Feb     £3000,0       Sales                             07 Feb.     £700,0          Supplies
15 Feb   £2600,0       Sales                             11 Feb.    £350,0         Transport
21 Feb   £2400,0       Sales                             18 Feb.    £450,0         Insurance
27 Feb   £8000,0       Vehicle sale                   20 Feb.    £1200,0       Supplies
28 Feb   £6000,0       Capital                           25 Feb.   £ 800,0         Wages
                                                                       26 Feb.    £500,0       Marketing
                                                                       28 Feb.    £1200,0     Withdraws
                                                                       28 Feb.  Balance c/d   £47 700       

	£37,250	£37,250

1 March      Balance b/d     £47700 


[bookmark: _Toc160322022]Capital/ Equity Account
 
Dr                                                                                                                  	 Cr
                                                  1 Feb.          Balance b/d        £32 000,0    
                                                           2 Feb.         £700,0         Capital/ Investment
28 Feb     Balance c/d      £38 700 ,0                 28 Feb.      £6000,0      Capital/ Investment

                                                       

£38 700,0	                £38 700,0
	
                                                                          1 March     Balance b/d           £38 700,0

[bookmark: _Toc160322023]Cash Account
 
Dr                                                                                                                  	 Cr
Balance b/d			£2000,0	Computer			£1000,0
Capital				£700,0		Bank 				£6000,0
Receivable			£2000,0	Balance c/d			£6300,0
Advance			£600,0
Van				£8000,0

                                                       

££13,300	                £13,300
	
                                                                          1 March     Balance b/d           £13,300



Sales Account
     Dr                                                                                                      		Cr

                                         09 Feb.      £3000,0            sales
28 Feb	                                       15 Feb.     £2600,0            sales
Balance c/d 	                               £16000 	       21 Feb.     £2400,0            sales
                                               27 Feb.     £8000,0            Van sale


	£16000,0	£16000,0

                                                                          1 Mar.            Balan. b/d       £16 000,0




Equipment   Account
Debit                                                                                                              Credit
3 Feb.   £1000      Equipment 	                         
                                                                             Balance c/d              £1000

£1000	         £1000


1 March   Balance b/d     £1000




	Stock Account 
Dr                                                                                                                Cr
04 Feb      £800,0
07 Feb      £700,0	                                            Bal. c/d             £2700,0
20 Feb    £1200,0

£2700,0	£2700,0


01 March    Bal. b/d     £2700,0

Motor Expenses Account 
Dr                                                                                                      Cr
11 Feb      £350,0    fuel                                           Balance c/d      £ 800
18 Feb      £450,0   insurances 
	
£800,0	£800,0	

01 March     Bal. b/d     £800,0
Wages Account
Dr                                                                                                     Cr

25 Feb.   £ 800,0	                              Bal. c/d        £ 800,0

	£800,0	£800,0

 
01 March     Bal. b/d      £800,0

Marketing Account
Dr                                                                                                    Cr

26 Feb       £500,0	                             Bal. c/d        £ 500,0

	£500,0	£500,0


01 March       Bal. b/d      £500,0

	Withdraws Account
Dr                                                                                                   Cr

28 Feb     £1200,0	Bal. c/d   £1200,0

	£1200,0	£1200,0

01 March    Bal. b/d        £1200,0

[bookmark: _Toc160322024]2.1. Maria’s Business Trial Balance / period 28.02.24.

                                                                             
	Details
	Debit
	Credit

	Bank 
	£15,950
	

	Cash
	£6300,0
	

	Capital/Equity 
	
	£30,700

	Sales
	
	£2400,0

	Equipment
	£2900,0
	

	Depreciation
	£1000,0
	

	Receivable
	£1800,0
	

	Payable
	
	£2400,0

	Advance
	
	£1750

	Loss/van sale
	£6000,0
	

	Car Expenses
	£800,0
	

	Salaries/Wages
	£800,0
	

	Advertising/marketing
	£500,0
	

	Withdraws/cash
	£1200,0
	

	Total:
	£37,250
	£37,250



[bookmark: _Toc160322025]2.1.1. Depreciation and profit or loss from the sale of this asset.
01 Feb 2024   Van Value -   £15000,0
27 Feb 2024 Van Sold – £14000,0
    Net Book Value = Cost – Accumulated depreciation
    NBV= 15000- 1000=14000
1000 (Accumulated depreciation)  
27 Days	= 37,03 p/ day


The trial balance, is a statement of all the ledger account balances within an accounting system at an explicit point in time. It involves the balances of all the common ledger accounts, both assets and liabilities, as in detail as equity accounts, revenues, expenses. The purpose of the trial balance is to guarantee that debits and credits in the account system are identical and to detect any mistakes in recording transactions (Ahmed, 2023).
A trial balance, incorporates two columns: for the debit balances and for the credit balances. The reason of the trial balance is to guarantee that the full debits equal the full credits, which improves in detecting any faults in the accounting recordings.

The explanation of the terms used:
· Ledger Accounts: These are individual accounts that record the financial transactions of a business. Each account is designated as either an asset, liability, equity, revenue, or expense account.
· Debit /Credit Balances: In double-entry system accounting, each transaction involves two accounts, one account is debited and another is credited. Debits / credits are entries made on the left and right sides of the accounts, individually. The trial balance summarizes these balances.
· Trial Balance Period: The trial balance is typically set up at the end of an accounting stage, monthly, quarterly, or yearly.
· Purpose: The principal role of the trial balance is to guarantee the accuracy of the documented transactions. If the total debits and credits equal, it suggests that the accounting entries are balanced, but it does not guarantee that there are no errors.
It's notable to mention that however a trial balance can help recognize mathematical errors, it doesn't promise the accuracy of the underlying accounting transactions. It's a tool for the accountant to use in the process of preparing financial statements and identifying potential errors (Ahmed, 2023).


[bookmark: _Toc160322026]3. Concept, application and importance of ,, going concern’’ in accounting.

 The ,,Going Concern’’ concept is a foundational assumption that underpins the arrangement of financial statements. By reflecting the expectation that an entity will remain its operations in  normal course of organization, accepting for the proper presentation of financial information, the valuation of liabilities and assets. It implies that the company is expected to remain in business without any intention or necessity to liquidate or cease operations (Seyam, 2016).
The principles are used by accountants to determine what kinds of reporting are appropriate for financial statements. Going concern businesses have the option to report long-term assets at cost rather than current value or liquidated value. When a business sells off assets without compromising its capacity to operate—for example, by closing a minor branch office and reassigning its staff to other divisions within the company—it is still considered a continuing concern.
Once an accountant analyses a business as a continuing concern, sometimes pretend s the business makes sensible use of its assets and doesn't need to liquidate something. The ,,Going Concern’’ principles can be used by accountants to determine how a business must manage asset sales and cost reductions, or product adjustments.
The concept is crucial for maintaining the reliability and relevance of financial information. It specifies a base for financial recording and evaluation by assuming that the 
entity will remain its operations unless there is evidence to the contrary. The application of the "going concern" concept has several implications in accounting:
· Financial Statement Presentation;
· Asset Valuation;
· Depreciation and Amortization;
· Liability Recognition;
· Financial Analysis and Decision-Making;
· Auditing;
· Management Disclosures.
Overall, the going concern assumption is crucial for providing a realistic and reliable representation of a business's financial position and performance, which in turn supports informed decision-making by various stakeholders in the business (Klammer, 2018).














[bookmark: _Toc160322027]4.Conclusion:

Many students criticise and doubt the importance of studying maths in school because they believe it will not be useful in their future. Still, a lot of people are naïve of how global maths is. The idea of maths isn't simply something you study in school because you have to; it's a valuable concept (Fasheh, nov 1982) .
This report has elaborated on the understanding and application of accounting, which helps in identifying and managing financial risks. By regularly monitoring financial statements, firms can identify potential issues and take proactive measures to moderate risks, ensuring the stability and sustainability of the organization. By analysing financial data, businesses can identify trends, anticipate challenges, and formulate effective strategies for long-term success. Financial planning is an essential component of strategic decision-making.
In essence, the report has helped me to deeply understand that accounting fundamentals, provide a structured framework for recording, analysing, and interpreting financial information. These principles are not only essential for compliance but also serve as a valuable tool for effective management, decision-making, and maintaining the financial health of an organization.
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