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We have the balance taken from Michael’s ladger accounts on 31st December 2019 and we know the value of inventory on this period was £30,000. 

The Trial Balance updated:
	Retained earnings as at 01/01/2019
	
	10,100

	Computers
	14,600
	

	Accumulated depreciation - Computers at 01/01/2019
	
	6,152

	Plant & Machinery
	60,000
	

	Accumulated depreciation – Plant & Machinery at 01/01/2019
	
	15,000

	Inventory at 01/01/2017
	30,000
	

	Trade receivables
	
	20,000

	Allowance for doubtful debts 01/01/2019
	
	925

	Cash in hand
	100
	

	Cash at bank
	1,750
	

	Trade payables
	
	36,000

	Capital
	
	28,000

	Drawings
	10,250
	

	Purchases
	160,000
	

	Revenue
	
	240,000

	Wages
	24,000
	

	Advertising
	8,000
	

	Rates
	2,950
	

	Bank charges
	
	400

	Deception Expense - Computer
	1,152
	

	Deception Expense - Plant & Machinery
	3,000
	

	Bad Debts
	825
	

	
	
	

	Total
	316627
	356,577




Michael’s Statement of Profit or Loss for the year ending 31st Decembrie 2019
	Particulars
	Debit £
	Credit £

	Revenue
	
	240,000

	Costs of goods sold
	
	

	Inventory
	30,000
	

	Add purchases
	160,000
	

	Less ending inventory
	30,000
	160,000

	Gross profit
	
	80,000

	Expenses
	
	

	Wages
	24,000
	

	Advertising
	8,000
	

	Rates
	2,950
	

	Bank Changes
	400
	

	Deception expenses - computers
	1,152
	

	Deception expenses - plant & machinary
	3,000
	

	Bad debts
	825
	

	Total expenses
	
	40,327

	Net income
	
	39,673



The Financial statements, known to be important to investors, as they can provide many information about a business' revenue, expenses, profitability, debt load, and the ability to meet its short-term and long-term financial obligations. We have three major financial statemantes: balance sheet, cash flow statemante, income statemante.
The balance sheet is a snapshot of the companies  assets, liabilities, equity, and debt. It does not show what actually happened in the period that caused the company to get to the position where it is now. Therefore, profit figures on the income statement are important to the investors. Income statement format contains sales, expenses, losses, and profit. Using these statements can help investors evaluate the companies past performance and determine the future cash flows. The necessary expense of depreciation and discontinues operations are also treated very differently.
The cash flow statement has all three main headings, i.e Operating, Investing, and Financing. This gives the business an overview of all the entire business
[bookmark: _GoBack]There is a difference between internal and external users' statements is that financial statements for external use must fit these standard formats. If internal users such as your company's management or owners want information, you can use any format that works for them, or you.
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