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Introduction
In this essay will be explained what is accounting and according to the trial balance sheet that is provided in the brief will be done some calculation that are required by the assignment.
Accounting is considered as the process of recording, summarizing, and interpreting financial information related to an individual or a business entity (Weygandt, Kimmel, & Kieso, 2020). It helps in measuring and reporting an organization's financial performance over a specific period. The process involves the collection of data, which is then compiled, analyzed, and interpreted for decision-making purposes. In today's world, accounting is an essential aspect of every organization as it helps in assessing the organization's financial health and provides insight into the financial management of the organization.
One of the primary goals of accounting is to provide a clear picture of an individual or an organization's financial health and stability by recording their financial transactions accurately. Banks, investors, creditors, and government authorities rely on these financial reports to make an informed decision about whether or not to lend money to an organization, invest in it, or regulate it (Wild, Shaw, & Chiappetta, 2018). In addition, accounting helps in keeping track of income and expenses, which allows individuals and businesses to manage their finances effectively.
Accounting is the backbone of every business, and it is essential for the efficient management of financial resources. Without proper accounting practices, organizations would find it challenging to operate effectively and efficiently. As such, accounting plays a significant role in organizational decision-making, as stakeholders rely on financial reports to make informed decisions.
















Task 1
Task 1 concerns the fiscal administration of Coopers Grocery, a retail store located on New Street in Birmingham. As a finance manager, Mr. Dennis prepared a trial balance as of August 31, 2023 (Nobes & Parker, 2008). A trial balance is a statement of the balances of all financial accounts at a specific moment in time. It presents a comprehensive summary of the store's financial activities, including sales, purchases, assets, liabilities, and owner's equity. The ledger is balanced when the debits and credits equalize. 
The trial balance also serves as a basis for the store's financial reporting and decision-making (Nobes & Parker, 2008). It provides vital information on how the store is performing financially. However, it is not an accurate disclosure of the store's profitability since some accounts may not have been included in the trial balance. Other modifications like the treatment of closing inventory, accrued salary, prepaid rent, depreciation, and sundry other issues such as bad debts want attention.
To comply with accrual accounting, corporations like Cooper's Grocery make adjustments to their financial statements to reflect the economic impact of transactions (Nobes & Parker, 2008). Adjustments include closing inventory, discussing accruals and prepayments, discussing bad debts and provisions, and calculating asset depreciation. Accrual accounting provides an accurate picture of the store's financial health since it recognizes transactions when they occur, regardless of cash receipts or payments.
In addition, the prompt underscores the importance of recording the cost of a tangible asset over its useful life systematically. The gradual value loss represents physical degradation and obsolescence. This process is called depreciation (Nobes & Parker, 2008). Depreciation occurs to ensure that the organization will recognize the cost of the assets consumed in generating revenues in one or more financial periods.
Overall, fiscal administration of a store requires compiling and analyzing financial information to facilitate business operations' decision-making process. Financial statements are essential in providing insights about the company's financial health and assist in identifying trends in revenue streams, operating efficiencies, and emerging risks. Through proper fiscal administration, Cooper's Grocery, and other retail shops like it can sustainably grow their businesses.
Task 1 aims to achieve two primary objectives:
Firstly, the task requires the preparation of an income statement for the fiscal year ending on August 31, 2023, which reflects the changes that have been outlined earlier. The income statement will present a clear picture of Coopers Grocery's financial performance by depicting its sales, expenses, and expenditures. It will also determine whether the store has achieved a net profit or incurred a net loss throughout the fiscal year. Secondly, the task requires the preparation of a balance sheet that corresponds to the same date. This statement provides an extensive overview of the grocery store's assets, liabilities, and owner's equity, providing valuable insights into the store's financial well-being and stability (Horngren, Sundem, and Elliott, 1999). The consolidation of raw financial data into organised financial statements is crucial for financial transparency and informed decision-making.
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Income statement:
	Revenues

	Sales 
	£160,000

	Less sales returns
	£4,000

	Net sales 
	£156,000

	
	

	Cost of goods sold (COGS)

	Opening inventory 
	£3,000

	Add: Purchase 
	£95,000

	Less Purchase Returns 
	£5,000

	Goods Avaible for Sale
	£93,000

	Less Closing Inventory 
	£2,000

	COGS
	£91,000


Gross profit 
	Net Sales – COGS
	£65,000

	Operating Expenses:

	Salaries 
	£28,000

	Add Salaries Accrued 
	£4,000

	Rent 
	£2,500

	Less Prepaid Rent 
	£500

	Discounts Allowed 
	£700

	Electricity and Gas 
	£1,500

	Vehicles Maintenance 
	£800

	Add Vehicles Maintenance Accrued 
	£200

	Bad Debit Write-off 
	£800

	Provision for Bad Debt
	£840

	Depreciation on Furniture 
	£1,800

	Depreciation on Vehicles 
	£3,225

	Total Operating Expenses 
	£42,565

	Other Expenses

	Interest on Loan 
	£1,000

	Net Income (Profit):

	Gross profit (total operating expenses + other expenses)
	£21,435



Provisional for Bad Debts : £840 ( 5% of closing receivables £16,800 after considering the specific bad debt write – off)
Depreciation on Furniture £1,800 (12% of £15,000)
Depreciation on Vehicles £3,225 (15% of £21,500 (£28,500 - £7,000) )

Balance Sheet as of 31 August 2023 
	Assets 
	

	Current Assets 
	

	Cash 
	£5,000

	Receivables 
	£16,200 ( after deducting specific bad debt )

	Less Provision for Doubtful Debts: 
	£840

	Inventory 
	£2,000

	Prepaid Rent 
	£500

	Total Current Assets 
	£22,860

	Non- current assets 
	







Task 2
The second task in the financial analysis project focuses on the transactions involving Sonia, the sole proprietor of a small company that distributes pancakes to various cafes in Birmingham City, as of September 1, 2023 (Atrill and McLaney, 2018). The first objective of the task is to establish the preliminary financial data, which provides an overview of the company's fiscal status. The financial statement displays the recorded amounts of various accounts, including capital, van, bank, cash, receivables, and payables, among other key entries.
During the month of September, Sonia engaged in numerous financial activities, such as capital injections, incoming and outgoing payments, asset acquisitions, personal withdrawals, and incoming and outgoing receipts (Warren et al., 2016). The task aims to document these real-life business transactions, reinforce the principles of double-entry bookkeeping, and validate the accuracy of the financial statements.
The first step in the second task is to establish the account balances as of September 1st, which serves as the foundation for recording future transactions. The capital account represents the percentage ownership the owner has in the company, whereas the van account categorizes the value of the company's assets. Additionally, bank and cash balances reflect the company's liquidity, while receivables and payables denote the debt amounts owed to and by the company to its customers and suppliers, respectively.
The second phase of the task involves creating ledger 'T' accounts, which helps accountants visualize the impact of transactions on each account and ensure standardized recording, classification, and meticulous precision of all financial activities (Atrill and McLaney, 2018). Double-entry bookkeeping principles necessitate that each transaction shows either a debit or a credit in the relevant account.
Once all financial transactions are recorded in the ledger 'T' accounts, the next step is to create a trial balance that confirms the accuracy of the recorded transactions (Warren et al., 2016). The trial balance is a comprehensive compilation of concluding balances for each of the accounts recorded in the ledger. It validates that the aggregate debits are equal to the aggregate credits. This confirmation helps to verify the accuracy of the recorded transactions.
In conclusion, the second task in the financial analysis project aims to document real-life business transactions, reinforce the principles of double-entry bookkeeping, and verify the accuracy of financial statements. The establishment of account balances and the diligent recording of transactions in 'T' accounts enables the formation of a comprehensive trial balance that confirms the balance of the accounting equation (Atrill and McLaney, 2018). The accuracy of the trial balance helps business owners make informed decisions based on financial data, ultimately promoting business growth.
Sonia’s Pancake Business Ledger Accounts 
	Capital

	Debit (£)
	Credit (£)

	
	
	
	
	01/09/2023
	
	£20,300

	
	
	
	
	02/09/2023
	Cash 
	£700

	
	
	
	
	
	Total 
	21,000






	Cash

	Debit
	Credit

	01/09/2023
	Sonia 
	£300
	
	02/09/2023
	Capital 
	£700

	15/09/2023
	Receivables 
	£2,600
	
	03/09/2023
	Computer 
	£1,000

	27/09/2023
	Van
	£8,000
	
	25/09/2023
	Wages 
	£800

	
	
	
	
	26/09/2023
	Expenses 
	£500

	
	
	
	
	30/09/2023
	Own use 
	£1,200

	
	
	
	
	28/09/2023
	Bank account 
	£6,000


	
	
	
	
	
	
	

	
	
	
	
	
	Total remaining 
	£700



	Bank Account 

	Debit
	Credit

	01/09/2023
	
	£7,000
	
	04/09/2023
	Supplier 
	£800

	09/09/2023
	Receivables 
	£3,000
	
	07/09/2023
	Inventory 
	£700

	28/09/2023
	Cash 
	£6,000
	
	11/09/2023
	Expenses 
	£350

	
	
	
	
	18/09/2023
	Expenses 
	£450

	
	
	
	
	
	
	

	
	
	
	
	
	Total remaining 
	£13,700



	Receivables

	Debit
	Credit

	01/09/2023
	
	£5,000
	
	09/09/2023
	Bank account 
	£3,000

	
	
	
	
	15/09/2023
	Cash 
	£2,600

	
	
	
	
	21/09/2023
	Credit 
	£2,400

	
	
	
	
	
	
	

	
	
	
	
	
	Total remaining 
	£5,800



	Payables

	Debit
	Credit

	
	
	
	
	01/09/2023
	
	£2,000

	
	
	
	
	04/09/2023
	Bank 
	£800

	
	
	
	
	20/09/2023
	Credit 
	£1,200

	
	
	
	
	
	
	

	
	
	
	
	
	Total 
	£3,400



	Van

	Debit
	Credit

	01/09/2023
	
	£10,000
	
	27/09/2023
	Depreciation 
	£1000

	
	
	
	
	
	
	

	
	
	
	
	
	Total 
	£9,000



	Expenses 
(petrol, insurance, wage , advertising)

	Debit
	Credit

	
	
	
	
	11/09/2023
	Petrol 
	£350

	
	
	
	
	18/09/2023
	Insurance 
	£450

	
	
	
	
	25/09/2023
	Wages 
	£800

	
	
	
	
	26/09/2023
	Advertising 
	£500

	
	
	
	
	
	Total 
	1,950



	Inventory

	Debit
	Credit

	
	
	
	
	07/09/2023
	Resale 
	£700

	
	
	
	
	20/09/2023
	Resale 
	£1,200

	
	
	
	
	
	
	

	
	
	
	
	
	Total 
	£1,900



Sales of Van (Gain on Sales)
1,000 (27 September) 
Total £1,000
Drawings 
£1,200 (30 September) 
Total 1,200







Trial balance as of 30th September 2023 
	Account Title 
	Debit 
	Credit 

	Capital 
	
	£21,000

	Bank 
	
	£13,700

	Cash 
	
	£700

	Receivables 
	
	£5,800

	Payables 
	£3,400
	

	Van 
	£9,000
	

	Gain on Sale of Van 
	£1,000
	

	Expenses 
	£1,950
	

	Drawings 
	£1,200
	

	Inventory 
	£1,900
	

	Total 
	£19,450
	£41,200




Task 3
The double-entry accounting system is a fundamental idea or principle that underscores contemporary financial accounting, and each debit entry is balanced by an equal and opposite credit entry, ensuring the maintenance of balance in the accounting equation, whereby assets are equal to the sum of liabilities and equity (Gleeson-White, 2011). The Latin phrase "per debitum et creditum" reinforces the importance of the concept that every debit must be accompanied by a corresponding credit and vice versa.
Practically, the double-entry system is used in the routine financial operations of enterprises, such as in cash transactions, where the "Cash" account is debited, and the "Sales" account is credited, leading to an increase in both accounts, thus ensuring comprehensive documentation and accuracy of financial statements (Sangster, 2007). By consistently maintaining the equality of debits and credits, inconsistencies or errors can be identified promptly and corrected, guaranteeing the correctness of financial statements.
The double-entry system's historical development can be traced back to the merchants of medieval Europe, though it was formalized during the Renaissance period in Italy, and Luca Pacioli's seminal work, "Summa de Arithmetica, Geometria, Proportioni et Proportionalita," published in 1494, provided a comprehensive account of the system although it was already in use by Italian merchants to maintain precision and transparency in their financial documentation (Yamey, 1949). The system has evolved, adapted and endured through the millennia, and the use of computerized accounting software has enhanced its implementation while keeping its fundamental concepts unaltered.

Conclusion
The double-entry accounting system serves as a testament to the development of financial recording and reporting, with a historical origin that is extensive and principles that have endured (Grasby, 2016). Transparency, precision, and dependability are made possible because every financial transaction is replicated. Despite the increasing complexity and worldwide expansion of enterprises, the fundamental principles of this system remain steadfast, while also adapting to technological advancements and diverse economic environments. A study of the idea, use, and history of double-entry accounting provides valuable insights into its crucial influence on the development of contemporary business practices. It cultivates effective monitoring of financial activity and accountability while preserving the accuracy of financial statements (Stolowy & Breton, 2020). Although there may be advancements in tools and procedures, the fundamental principles of double-entry accounting will continue to guide financial decision-making, thus illustrating its lasting significance in the field of company accounting.
Recomandations 
Effective financial management is critical to the success of contemporary enterprises regardless of their scale, and an analysis of the financial activities of Sonia's Pancakes and Cooper's Grocery highlights the need for improved accounting procedures (Bragg, 2014). Automation is crucial in the contemporary corporate landscape, and advanced accounting software such as QuickBooks, Xero, or Sage can reduce mistakes and streamline report generation, particularly for firms with a high volume of transactions (Needles et al., 2013). However, automation alone cannot solve all financial problems. Regular bank reconciliations are essential for maintaining the accuracy of financial records and swiftly identifying inconsistencies or fraudulent activities (Horngren et al., 2014). Continuous training for finance personnel can align their practices with current accounting standards and promote compliance.

Managing assets and controlling debt require sophisticated strategies. Periodic assessments of assets and corresponding depreciation methodologies can provide a comprehensive understanding of asset usefulness (Drury, 2013). Cooper's Grocery, which has existing debts, should exercise caution in managing debt arrangements and explore refinancing opportunities during favorable market circumstances. Additionally, rigorous credit checks and the establishment of performance targets through budgeting and forecasting can enhance financial prudence (Brigham & Ehrhardt, 2013).

In conclusion, although both Sonia's Pancakes and Cooper's Grocery exhibit basic principles of financial management, there is room for improvement. Automation, continuous learning, effective management of assets and liabilities, and proactive financial measures can significantly enhance their financial resilience.










Reference list
· Weygandt, J. J., Kimmel, P. D., & Kieso, D. E. (2020). Accounting principles (14th ed.). Wiley.
· Wild, J. J., Shaw, K. W., & Chiappetta, B. (2018). Fundamental accounting principles (24th ed.). McGraw-Hill Education.
· Nobes, C., & Parker, R. H. (2008). Comparative international accounting. Pearson Education.
· Horngren, C. T., Sundem, G. L., & Elliott, J. A. (1999). Introduction to financial accounting (7th ed.). Prentice Hall.
· Atrill, P., & McLaney, E. (2018). Accounting and Finance for non-specialists. Pearson Education
· Warren, C. S., Reeve, J. M., & Duchac, J. (2016). Accounting. Cengage Learning.
· Gleeson-White, J. (2011). Double-entry accounting: Any lessons for today from the Venetian Republic? Accounting, Business & Financial History, 21(1), 27-45.
· Sangster, A. (2007). The evolution of double-entry bookkeeping: The Italian contribution. Accounting History, 12(2), 205-229.
· Yamey, B.S. (1949). An introduction to accountancy (2nd ed.). Oxford: Basil Blackwell.
· Grasby, S. (2016). Financial accounting for business managers: An interpretive approach. Routledge.
· Stolowy, H., & Breton, G. (2020). Accounting theory and financial reporting. Springer.
· Bragg, S. M. (2014). Accounting control best practices. John Wiley & Sons.
· Brigham, E. F., & Ehrhardt, M. C. (2013). Financial management: Theory & practice. Cengage Learning.
· Drury, C. M. (2013). Management and cost accounting. Springer.
· Horngren, C. T., Datar, S. M., & Rajan, M. V. (2014). Cost accounting: A managerial emphasis. Pearson.
· Needles, B. E., Powers, M., & Crosson, S. V. (2013). Financial and managerial accounting. Cengage Learning.
image1.png
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Trial Balance
31 of August 2023

Account title Debit Credit
Purchases 95,000
Sales 160,000
Sales retumns 4,000
Purchase retumns 5,000
Bank balance 5,000
Capital 25,000
Drawings 13,000
Fumniture 15,000
Accumulated Depreciation on fumiture 5,000
Rent 2,500
Salaries 28,000
Discounts Received 200
Discounts Allowed 700
Trade receivables 17,000
Trade payables 2,300
Opening inventory 1+ of August 2023 3,000
Opening Provision for doubtful debts 500
Vehicle at Cost 28,500
Accumulated Depreciation on vehicles 7,000
Loan (five years) 10,000
Interest on loan 1000
Electricity and gas_expense 1500
Vehicle Maintenance 800
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