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[bookmark: _Toc131688625]Introduction 
The act of recording, categorising, and summarising financial transactions is known as accounting. The goal is to produce information that can be used to help with business decision-making. The double-entry system ensures that every transaction is recorded in at least two accounts. The accrual basis of accounting recognises revenues and expenses when they are earned or incurred, regardless of when the actual cash is received or paid. The accounting equation, which states that assets must equal liabilities plus equity, is also one of the fundamental principles of accounting. Important details regarding a company's financial situation and performance are revealed by financial statements like the balance sheet, income statement, and statement of cash flows. Hence, understanding and considering the basic concept of the elaborated statements, the report has basically focused on the preparation of final accounts considering the profit and loss account and the statement of financial position. In addition to this, the report has also elaborated on the different types of ledger accounts with the preparation of the trial balances as well. Other than this, a short essay will also be included in the report highlighting the concept of accounting as well as the accounting significances and needs respectively. 
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Income statement of the business Donna 
For the year ended 31st December 2021
	Particular 
	Amount 
	Amount 2

	Sales 
	
	620846

	Cost of goods sold
	
	

	Add: Purchases
	428330
	

	Opening stock
	60444
	

	Less: Closing stock
	50328
	438446

	Gross Profit
	
	182400

	Fewer Expenses
	
	

	Sundry expenses
	
	4500

	Depreciation in a delivery van
	12683

	Depreciation in shop fittings
	976

	Rental and insurance costs
	
	38400

	Administration expenses
	
	5544

	Salaries and wages 
	
	71608

	Total 
	
	133711

	Net loss
	
	48689



Interpretation 
The calculation that is been presented in the above part has basically highlighted the gains as well as the expenses that have been considered by the respective business entity of Donna. The computations that have been prepared, basically show how the cost of goods sold has been interpreted on the consideration of sales as well as the purchases made during the business time period (Hale, and Juvenal, 2023). All the calculations have been considered for which the final financial figure is of the gross profit for the time period 31st December 2021, which is £182400. Other than this, the business of Donna has also incurred some of the relevant expense that is necessary for the success of the business and to operate the business in a precise manner (Hale, and Juvenal, 2023). Hence, all the significant expenses have been undertaken for which, the net profit can be ascertained. According to the computations that are been made, the final value of the net profit has been determined as a financial amount of £48,689. 
Balance sheet for the business of Donna
As of 31st December 2021
	Column1
	Column2
	Column3

	Particulars
	Amount 
	Amount

	Assets 
	
	

	Current Assets 
	
	

	Cash and Cash equivalent
	
	

	Cash at bank
	
	164

	Accounts receivable 
	
	13720

	Inventory
	
	50328

	Total current assets 
	
	64212

	Non-current assets 
	
	

	Accumulated depreciation of delivery van
	46120
	

	Less: depreciation
	12683
	33437

	Accumulated depreciation of Shop fittings
	9760
	

	Less: depreciation
	976
	8784

	Total non-current assets 
	
	42221

	Net Assets
	
	106433

	Equities and Liabilities
	
	

	Current liabilities 
	
	

	Trade payables 
	
	68840

	VAT due to paid
	15548
	

	Less: Outstanding 
	1960
	13588

	Suspense
	
	1870

	Total current liabilities
	
	84298

	Capital
	9986
	

	Less: Drawings
	36540
	

	Less: Net profit:
	48689
	22135

	Total Liabilities
	
	106433


Interpretation
According to the fundamentals as well as the concept of accounting, the calculation of the balance sheet is very much compulsory. The major reason for the preparation of the statement of financial position is that it helps the business to determine its financial health as well as the position of the business in a precise manner (Pereira, 2023). Hence, Donna has prepared the balance sheet considering the financial time period that is been mentioned in the above portion. While the preparation of the balance sheet, all the financial as well as non-financial element has been considered and has been undertaken in a precise manner. However, the final financial figure of the Net assets has been computed as £106433 (Pereira, 2023). Other than this, the equities, as well as the liabilities section, have been computed for which, the final results have been determined as £106433. This shows that the balance sheet has been tallied that displays the financial health as well as the position of the business of Donna.  
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Calculation of the journal entries for Frank’ business
	Date 
	Particulars 
	L/f
	Amount (Dr)
	Amount (Cr)

	02-Apr
	Advertising Expense Ac 
	
	450
	

	
	To, Cash Ac
	
	
	450

	
	(Being Frank pays cash for advertising)
	
	
	

	03-Apr
	Accounts Payable Ac 
	
	4,400
	

	
	To,  Bank Ac
	
	
	4,400

	
	(Frank pays by bank transfer the amount due to a supplier)
	
	
	

	07-Apr
	Owner's Drawings Ac
	
	800
	

	
	To, Cash Ac 
	
	
	800

	
	(Frank withdraws cash for personal use)
	
	
	

	09-Apr
	Cash Ac 
	
	2,000
	

	
	To, Receivable Ac
	
	
	2,000

	
	(Frank receives payment from a receivable)
	
	
	

	11-Apr
	Petrol Expense
	
	120
	

	
	To, Bank Ac
	
	
	120

	
	(Frank pays by debit card for petrol)
	
	
	

	15-Apr
	Cash Ac 
	
	1800
	

	
	To, Receivables
	
	
	1800

	
	(Frank receives payment from a receivable)
	
	
	

	18-Apr
	Insurance Expense Ac 
	
	750
	

	
	To, Bank Ac
	
	
	750

	
	(Frank pays insurance by business debit car)
	
	
	

	20-Apr
	Inventory Ac
	
	2500
	

	
	To, Accounts Payable
	
	
	2500

	
	(Frank purchases products for resale, agreeing 30 days credit terms)
	
	
	

	21-Apr
	 Accounts Receivable Ac 
	
	1900
	

	
	To, Sales Ac 
	
	
	1900

	
	(Frank invoices a new customer on 30 days credit terms)
	
	
	

	30-Apr
	Inventory Ac
	
	2100
	

	
	To, Bank Ac
	
	
	2100

	
	(Frank purchases products for resale and pays by cheque)
	
	
	

	
	Total 
	
	16820
	16820



Preparation of the ledger accounts Frank’ business
	
	Dr.
	Capital Account 
	
	
	Cr.

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	
	To, Capital Ac 
	40,000
	
	
	

	
	
	
	
	By, bal c/d 
	40,000

	
	
	40,000
	
	
	40,000

	
	
	
	
	
	

	
	
	Van Account 
	
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	
	To, Van Ac  
	2500
	
	
	

	
	
	
	
	By, bal c/d 
	2500

	
	
	2500
	
	
	2500

	
	
	
	
	
	

	
	
	Bank
	
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	
	
	
	
	By, Bank Ac 
	10,000

	11-Apr
	To, petrol expenses Ac 
	120
	18-Apr
	By, insurance expenses Ac 
	750

	30-Apr
	To, inventory ac
	2100
	20-Apr
	By, bank Ac 
	2500

	
	To, bal c/d
	11,030
	
	
	

	
	
	13250
	
	
	13,250

	
	
	
	
	
	

	
	
	Receivables Account 
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	
	
	
	
	By, Receivables 
	17000

	
	
	
	09-Apr
	By, Receivables 
	2000

	
	To, bal c/d
	20800
	15-Apr
	By, Receivables 
	1800

	
	
	20800
	
	
	20800

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	Payables Account 
	
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	10-Apr
	To, payables Ac
	4400
	
	
	

	20-Apr
	To, payables Ac
	2500
	
	By, ba b/d 
	6900

	
	
	6900
	
	
	6900

	
	
	
	
	
	

	
	
	Advertising Expense Account 
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	
	
	
	02-Apr
	Advertising Expense Ac 
	450

	
	To, bak c/d 
	450
	
	
	

	
	
	450
	
	
	450

	
	
	
	
	
	

	
	
	Cash Account 
	
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	
	
	
	02-Apr
	Advertising Expense Ac 
	450

	15-Apr
	To, Receivable Ac
	1800
	07-Apr
	Owner's Drawings Ac
	800

	
	
	
	
	
	550

	
	
	1800
	
	
	1800

	
	
	
	
	
	

	
	
	Owner's Drawings Account 
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	07-Apr
	To, Cash Ac 
	800
	
	
	

	
	
	
	
	By,bal b/d
	800

	
	
	800
	
	
	800

	
	
	
	
	
	

	
	
	Petrol Expense Account 
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	11-Apr
	To, Bank Ac
	120
	
	
	

	
	
	
	
	By, bal b/d
	120

	
	
	120
	
	
	120

	
	
	
	
	
	

	
	
	Insurance Expense Account 
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	18-Apr
	To, Bank Ac
	750
	
	
	

	
	
	
	
	By, bal b/d 
	750

	
	
	
	
	
	

	
	
	Inventory Accounts 
	
	

	Date 
	Particulars 
	Amount 
	Date 2
	Particulars 3
	Amount 4

	30-Apr
	To, Bank Ac
	2100
	
	
	

	
	
	
	
	By, bal b/d 
	2100


 
Preparation of the trial balance for the year ended Frank’ business
	Date 
	Particulars 
	Debit 
	Credit 

	
	Capital Account 
	
	40000

	
	Van Account 
	2500
	

	
	Bank
	13250
	

	
	Receivables Account 
	20800
	

	
	Payables Account 
	
	5100

	
	Advertising Expense Account 
	450
	

	
	Cash Account 
	1800
	

	
	Owner's Drawings Account 
	800
	

	
	Petrol Expense Account 
	120
	

	
	Insurance Expense Account 
	750
	

	
	Inventory Accounts 
	2100
	

	
	Suspense account 
	2530
	

	
	
	45100
	45100
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The bookkeeping of the transactions is insufficient for achieving the objective commercially, in fact, knowledge about the financial results of the company is mandatory. It is indispensable for the companies to collect the information, classify and make appropriate summarization (Ferry, et al., 2023). After the identification of these transactions, they are then appropriately recorded in the books. Accounting can be expressed as the practice of the respective body of knowledge which is mandatorily concerned with the methods that are used for transaction recording. Maintaining a financial record, doing internal audits, reporting as well as analysing the accounting information to the respective management and giving advice on some matters related to taxation.
Accounting aids businesses in keeping the track of the concerned income as well as expenses and ensures statutory compliance and provides financial information to the investors, managers as well as the government for making effective decisions for the companies. It also helps in the preparation of major financial statements such as the income statement, balance sheet as well as cash flow statement (Gomez, et al., 2023). It helps the companies in evaluating the business performance or what is happening in the business by tracking expenses and possible debts. Budgets for the future are created as well as projection for the future is made for the success of the company in the long term. 
Non-current assets are expressed as those which are tangible.  These are utilised in producing as well as supplying the commodities or the services, for some of the purposes related to administration and can be used for more than one period of accounting (Smith, and Valcarcel, 2023). They tend to provide benefits in the long run and include assets such as plants and machinery, land and building and so on. The assets include the price of purchase, import duties, several taxes and some of the costs that are directly used in bringing the respective assets to the current location as well as in good condition. Depreciation is inferred as the system where the allocation of the amount or depreciation of the assets over their useful life is calculated. Non-current assets are depreciated due to the prudence concept in which the profit is to be overrated in case the depreciation does not get charged throughout the accounting period (Lestari, and Fatimah, 2023). The other reason is the matching concept under which the depreciation is considered to be an expense and is to be duly matched against the incomes generated in the accounting year.
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From the above-mentioned study, it can be stated from Donna's profit and loss account and the balance sheet that the firm is running in a very well position and has incurred profits for the concerned years. Furthermore, the transactions are recorded in the "T" accounts. Also, the concept of accounting has been stated along with its importance. The requirement of depreciation for non-current assets has been depicted in the context.
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