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 Journal entries for Sandrolia Ltd at 31 December 2019

Debit      Credit
        £               £
Prepayment a/c								                 640
Insurance a/c	                                                                                                                                         640
(Insurance prepaid for next year.)
Telephone bill a/c                                            				                 180
Accrual’s a/c										        180
(Unpaid telephone bill)
Depreciation a/c Motor vehicle						                16170
Accumulated depreciation Motor vehicles a/c			                                                    16170 (Depreciation charge for motor vehicle at the end of the year.)
Depreciation a/c Computer equipment						 900
Accumulated depreciation computer equipment						          900
(Depreciation charge for  computer equipment at the end of the year.)
Taxes a/c									1500
Accrual’s a/c (Unpaid tax)								          1500

      




	                                       












                                    



                                   Trial Balance for  Sandrolia Ltd.
                                                      31 December 2019
	
	
	
	

	
	              £
	
	Debit
       £
	Credit
        £

	Accounts payable
	25,680
	
	
	25680

	Accounts receivable
	30,700
	
	30700
	

	Carriage inwards
	1,840
	
	1840
	

	Computer equipment at cost
	4,500
	
	4500
	

	Carriage outwards
	3,280
	
	3280
	

	Drawings
	26,000
	
	26000
	

	Electricity
	2,480
	
	2480
	

	Loan interest
	300
	
	300
	

	Provisions for doubtful debt
	450
	
	
	450

	Insurance (3360-640=2720)
	3,360
	
	2720
	

	Motor vehicles at cost
	53,900
	
	53900
	

	Capital
	48,000
	
	
	48000

	Opening inventory
	13,200
	
	13200
	

	Accum. Depr. – motor vehicles (15000+16170=31170)
	15,000
	
	
	31170

	Accum. Depr. – computer equipment2640+900=3540)
	2,640
	
	
	3540

	Petty cash
	50
	
	50
	

	Bank overdraft
	2,880
	
	
	2880

	Wages
	67,440
	
	67440
	

	Purchases
	126,800
	
	126800
	

	Rent
	23,760
	
	23760
	

	Sales
	256,400
	
	
	256400

	Telephone (1440+180=1620)
	1,440
	
	1620
	

	Long-term Loan
	8,000
	
	
	8000

	Unpaid taxes
	1500
	
	
	1500

	unpaid phone bill
	180
	
	
	180

	Prepayments
	640
	
	640
	

	Depreciation expense (motor vehicles)
	16170
	
	16170
	

	Depreciation expense (computer equipment)
	900
	
	900
	

	Taxes
	1500
	
	1500
	

	
	
	
	377800
	377800

	
	
	
	
	










 
	Sandrolia Ltd

	Statement of profit or loss 

	For the period 1 January 2019 to 31 December 2019

	
	
	

	Sales (Less return outward)
	
	£256,400.00

	Less cost of Sales:
	
	

	             Opening inventory 
	£13,200.00
	

	        +   Purchases (+ carriage inwards - returns outward)
	£128,640.00
	

	        -    Closing inventory
	£14,400.00
	

	
	
	£127,440.00

	
	
	

	Gross Profit
	
	£128,960.00

	
	
	

	Add other Income
	
	£0.00

	Total Income
	
	£128,960.00

	
	
	

	Expenses
	
	

	Taxes
	£1,500.00
	

	Advertising
	£0.00
	

	Bank Charges
	£0.00
	

	Depreciation
	£17,070.00
	

	Electricity
	£2,480.00
	

	Hire of Equipment
	£0.00
	

	Insurance
	£2,720.00
	

	Interest
	£300.00
	

	Motor Vehicle expenses
	£0.00
	

	Office Supplies
	£0.00
	

	Postage & Printing
	£0.00
	

	Rent
	£23,760.00
	

	Repairs & Maintenance
	£0.00
	

	Stationery
	£0.00
	

	Subscriptions
	£0.00
	

	Telephone
	£1,620.00
	

	Carriage outwards
	£3,280.00
	

	Wages & Salaries
	£67,440.00
	

	Total Expenses
	
	£120,170.00

	
	
	

	
	
	

	Net Profit / (Loss)
	
	£8,790.00

	
	
	



	                                                  



                                                     Sandrolia Ltd
	

	Statement of Financial Position as of 31st December 2019

	
	

	
	£

	Assets
	

	Non-current assets
	

	Land and buildings
	0

	Plant and Machinery
	0

	Office equipment 
	960

	Motor vehicle
	22,730

	Fixtures and fittings
	0

	
	

	Current assets:
	

	Inventories
	14,400

	Trade and other receivables
	30,250

	Prepayments
	640

	Bank
	0

	Cash and cash equivalents
	50

	Total assets
	69,030

	
	

	Capital & Liabilities 
	

	Capital
	48,000

	Profit for the period
	8,790

	Drawings
	(26,000)

	
	30,790

	Non-current liabilities:
	

	Bank loans
	8,000

	
	

	Current liabilities:
	

	Bank loans and overdrafts
	2,880

	Accruals
	1,680

	Trade payables
	25,680

	Total capital and liabilities
	69,030

	
	










A critical assessment of the relevance of financial statement to users.
To present an assessment of the relevance of financial statements we must introduce the different groups of users of financial statements. After that we need to make an analyse of the importance of financial statement to each group. The financial statement is prepared and presented to various users that have some interest of this company that present the financial statement. Users can be investors, lenders, management of the company, employees, vendors, government, etc. These users of financial statement have an interest in the company and information from financial statement should be presented to them for reading. All these users have an important connection with the company, and they are vital for this company to survive. The financial statement should be understandable for all different type of users. The financial statement shows the financial position of the business and what is the company earning potential.
1.Investors and shareholders own the business. They use information from the financial statement to see the profitability of the company and financial position of the business. They can make analyse what they can get like a return from their investments in the business. They are using the financial statement information to decide about their future investments in this company, if they can expect

 a good return. If Investors see that the company is unprofitable, they can decide to withdraw their investments.
2.The lenders are the people that finance bank financial institutions and non-bank financial institutions. The lenders make analyse of the financial statement to see the company financial position on the market and after that to make decision about giving founds to them. It is important to know whether the company can repay the funds in the future. The lenders using financials to make analyse of the risk of bad debts. 
3.The Vendors are the companies that supply some goods for the day-to-day operations in the company. They ass well use the financial statements to company possibility to repay the supplied goods in the short term. Usually, period for repaying for lenders is about the months.
4.The customers are the people who purchase the company products. They are interested of the financial statement to see if company can offer them credit period. They are interested about the ability of the company to survive. 
5.The firs users of financial statements is the management of the business. They use the analysed statement that show the financial health of the company. From financial statement managers can see what they are doing wrong in their management and what was successful in their strategy. Then they can decide how to improve their strategies in the future. They use the analyse of financial statement to know how much the profit and loss of their business is. Using this information, they make decisions about the future of the company, how to develop their business to be more competitive on the market. 





6.Employees are interested of financial statement to know if their position in the company is secure and if they will receive their salaries on time. If the company financial positions are good, employees can expect some bonuses as well. Some companies involve employees in management decisions. They prefer employees to understand company financials.
7.The Government and government agencies are the users of financial statement information. Requirement of every company is to pay taxes to the government. When financial statement is ready government can see the amount of taxes that they have to pay. Government can check if the company paid the right taxes. They can make tax predictions of the company performance.
8. Competitors use the information of financial statement to know the strengths and weaknesses of their competitors. They can see their strategy and can think about changes of their strategy.
9. Rating agencies must see financial statement and they use the information from it to give ratings to the company.
10. General public need also of financial statements. For example, students can use financial information and analysis for their education. Some companies that performing surveys use the financial information financial statement as well.
11. Union interested also of financial statements information to check if the company can pay off compensation to the members.
12. Investment analysts need company financial information to see the company performance and they use this information to advice some clients and to recommend the company to clients or not.

Conclusion
The financial statement is especially important for all users. They use the financial statement to analyse the financial position of the company.












Journal entries for  Ricardo at 31 december 2017
 
                                                                                                                           Debit £          Credit£

Prepayment a/c		         					        360
Rates payments a/c								360
(Rates prepaid for next period)
Depreciation a/c (Fittings)				                      384
Accumulated depreciation a/c (Fittings)						384
Depreciation a/c (Buildings)					        1000
Accumulated depreciation a/c (Buildings)     					1000
Drawing a/c 							          250
Bank a/c								                250
(Drawing taken from the bank at the end of the year)
Bad debt a/c							         600
Trade receivables a/c               							600
Bad debt expense a/c					                         282
Allowance for bad debt a/c							282












Trial balance for Ricardo on 31 December 2017.
	
	                     £
	
	Debit £
	Credit £
	

	Fittings
	7,300
	
	7300
	
	

	Accum. Depr. – fittings (2500+384=2884)
	2,500
	
	
	2884
	

	Buildings
	30,000
	
	30000
	
	

	Accum. depr. – buildings (6000+1000=7000)
	6,000
	
	
	7000
	

	Inventory at 01/01/2017
	15,000
	
	15000
	
	

	Trade receivables (10000-600=9400)
	10,000
	
	9400
	
	

	Allowance for doubtful debts (800+282=1082)
	800
	
	
	1082
	

	Cash in hand
	50
	
	50
	
	

	Cash at bank (1250-250=1000)
	1,250
	
	1000
	
	

	Trade payables
	18,000
	
	
	18000
	

	Capital
	19,050
	
	
	19050
	

	Drawings (4750+250=5000)
	4,750
	
	5000
	
	

	Purchases
	80,000
	
	80000
	
	

	Revenue
	120,000
	
	
	120000
	

	Wages
	12,000
	
	12000
	
	

	Advertising
	4,000
	
	4000
	
	

	Rates (1800-360=1440)
	1,800
	
	1440
	
	

	Bank charges
	200
	
	200
	
	

	Depreciation expense(fittings)
	384
	
	384
	
	

	Depreciation expense(buildings)
	1000
	
	1000
	
	

	Prepayments
	360
	
	360
	
	

	Doubtful expense 
	282
	
	282
	
	

	Doubtful debts
	600
	
	600
	
	

	
	
	
	
	
	

	
	
	
	168016
	168016
	












	Ricardo

	Statement of profit or loss 

	for the period 1 January 2009 to 31 December 2009

	
	
	

	Sales (Less return outward)
	
	£120,000.00

	Less cost of Sales:
	
	

	             Opening inventory 
	£15,000.00
	

	        +   Purchases (+ carriage inwards - returns outward)
	£80,000.00
	

	        -    Closing inventory
	£21,000.00
	

	
	
	£74,000.00

	
	
	

	Gross Profit
	
	£46,000.00

	
	
	

	Add other Income
	
	£0.00

	Total Income
	
	£46,000.00

	
	
	

	Expenses
	
	

	Accounting fees
	£0.00
	

	Advertising
	£4,000.00
	

	Bank Charges
	£200.00
	

	Depreciation
	£1,384.00
	

	Electricity
	£0.00
	

	Hire of Equipment
	£0.00
	

	Insurance
	£0.00
	

	Interest
	£0.00
	

	Motor Vehicle expenses
	£0.00
	

	Office Supplies
	£0.00
	

	Doubtful expenses
	£600.00
	

	Rates
	£1,440.00
	

	Repairs & Maintenance
	£0.00
	

	Stationery
	£0.00
	

	Subscriptions
	£0.00
	

	Telephone
	£0.00
	

	doubtful expense
	£282.00
	

	Wages & Salaries
	£12,000.00
	

	Total Expenses
	
	£19,906.00

	
	
	

	
	
	

	Net Profit / (Loss)
	
	£26,094.00

	
	
	






	Statement of Financial Position as of 31st December 2017

	                                   For Ricardo
	

	
	£

	Assets
	

	Non-current assets
	

	Land and buildings
	23000

	Plant and Machinery
	0

	Office equipment's 
	0

	Motor vehicle
	0

	Fixtures and fittings
	4,416

	
	

	Current assets:
	

	Inventories
	21,000

	Trade and other receivables
	8,318

	Prepayments
	360

	Bank
	1,050

	Cash and cash equivalents
	0

	Total assets
	58,144

	
	

	Capital & Liabilities 
	

	Capital
	19,050

	Profit for the period
	26,094

	Drawings
	(5,000)

	
	40,144

	Non-current liabilities:
	

	Bank loans
	0

	
	

	Current liabilities:
	

	Bank loans and overdrafts
	0

	Accruals
	0

	Trade payables
	18,000

	Total capital and liabilities
	58,144

	
	





Compare and contrast liquidity and profitability.
Profitability is the main objective of all commercial enterprises. Without it, the business cannot survive overall. Thus, when measuring financial flows, profitability and forecasting future profits, profitability is an important indicator. What is profitability. The profitability of the entrepreneur is measured by income and expenses. For example, if crops and livestock are grown and sold, respectively their owner receives an income. It is important to understand that money enters the business from activities until the loan creates income. This is simply a monetary transaction between a businessperson and a creditor, with the help of which the former receives money from the second for the operation of the business or for the purchase of assets. Cost - this is the cost of resources used (or consumed) in the business. For example, maize seeds are an agricultural resource because they are involved in the production process. The costs are money spent, for example, on the purchase of a new vehicle, if the car, that is, a useful life which - more than a year, has been disabled for less than a year. However, the repayment of a loan (as well as obtaining it, as mentioned above) is not considered a cost, as it is simply a transfer of funds between a business and a creditor. Profit and loss to understand what profitability is, you need to understand the concepts of profit and loss. This is a list of revenue and expenses over a certain period (usually one year) for the whole business. Information on financial flows includes a simple analysis of profit and loss.
  How quickly an asset can turn into money and how close it is to the original value after conversion. In 2013, UK financial regulators authored a story by agreeing new rules on the minimum amount of liquid assets that all banks must maintain. This comes after the collapse of Northern Rock and Lehman Bros in a bid to ensure banks are always in a position where they have assets that can quickly turn into cash. The liquidity of an asset is linked to how quickly it can become "useful" money. Stocks and Commodities are liquid assets, as they can turn into useful money very efficiently. This does not mean that they retain their value, but only that whatever value they have, the moment you decide to sell them you get access to their current value in cash very quickly.
Profitability and liquidity are especially important indicators for business. Indicator for profitability is margins. When margins are increasing this show that revenue cost more. Profitability increases the growth prospects of the business and capital reserves. Liquidity shows the short- and long-term obligations that the company needs to pay the part of liabilities. The major difference between profitability and liquidity is that it is not required always one profitable company to be also liquid in the nature, because the business made big investments in the future projects and will receive dividends in the future. This key difference should be understood when making financial prognosis for any business. A company that is not liquid can go bankrupt, because this company does not have enough liquidity to pay the short-term obligations. Profitability shows the performance of the company for a period of time, it is not showing the cash position of the company. Contrariwise the liquidity shows the cash position of the business. If we see too much cash in balance sheet, that mean poor management of the floating capital, because this cash is idle money.                                              Profitability of the company is showed in the income statement like a net profit. That one we can see in the profit and loss account. When the net profit is negative that show that company has losses. Liquidity is in the balance like a current asset and includes cash, marketable securities, prepayments, and inventories. If we must compare the profitability vs the liquidity, we must note that the profitability is for a time period, the liquidity is for particular time. Profitability is an item


 from income sheet. Liquidity is in balance sheet. Profitability is indicator in the long run of the business. Liquidity is indicator in the short run of the business. Profitability shows the financial performance, liquidity show the cash position and how liquidity can meet obligations in short term. Profitability shows how the company is generating profits. Liquidity shows the company convert sales into cash. 
Profit and cash are both important parts of any business. Cash show the cash position of the company. We can see profit from profit and loss statement. Some companies have dilemma as they must generate more cash or increase the profit. If the company decide to make some promotions to make more sales and fast cash, the long-term profit will be threatened. The business make profit when it can make enough income to outweigh its expenses. Profit is important for any company, because show the return that owners receive for risk of business management and bearing the cost. Profit also show how successful is the business and can attract lenders and investors. Also, we can reinvest the profit in the business.                                     		 				        Any company hold some amount of cash. The financial stability, running of the business, ability to pay expenses depends on this cash amount. The cash can be in different forms like a cash in bank, income, receivables, cash in hand. Company use this cash for different purposes: for materials and equipment, to produce goods, to pay wages. The cash position of the company is the indicator of the amount of cash that the company currently held. It is important to maintain profitability and cash position in good levels. This is essential to the running of business. Profit shows the funds left after expenses have been paid. We can find how much cash held the company by cash position and cash flow statement. Cash can be in different forms, for example the profit from sales can be received in cash, after that we can deposited it in bank.
Conclusion
“It is important to note that over the long run, profitable operations provide the only sustainable source of cash.”(Cash vs. Profit: Do you know the difference Futurpreneur,2021) https://www.futurpreneur.ca/en/resources/operational-and-financial-planning/articles/cash-vs-profit-do-you-know-the-difference/
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