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Introduction  

Financial transaction of every firm needs to record and analysis by the financial accounting 

method. In here, every transaction record in details with a comprehensive statement (Racine, 

2010). In this method, we can find income of firm, balance sheet, equity section, and cash 

flow statement. The business transactions is recorded by following the concepts of double-

entry bookkeeping system. The trial balance is prepared by considering the debit and credit 

balances of the accounts. Above these, all provide the rules for maintaining financial 

accounting in the firm.  
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There are many kinds of transactions occur in business. These transactions can be recorded in 

the manual or electronic system, now we will discuss how, why and when we can use these 

methods. These are given below: 

Electronic record keeping: For meeting the tax and knowing the information easily about 

their transactions some owner wants to maintain their transactions by the electronic system. 

For that, they use some accounting software. (Kieso, Weygandt and Warfield, 2012) 

Advantages 

1. Income expense, assets, and liabilities recorded 

2. Needless time. 

3. The up-to-date balances of the accounts can be identified on time.  

4. The rules and regulation of accounting can be maintained. 

Manual Record Keeping: Normally we follow the paper-based recording system of 

transactions that is manual record keeping. 

Advantages 

1. Poor chance for hacking data 

2. Maintaining expenses low 

3. No need a higher expert employee 

Types of Business Transactions: 

Various types of business transactions are described below: 

Sales: The Basically sales are the income of a firm which occurs on cash or on credit. It 

transfers to the statement of comprehensive income. 

Purchase: A Purchase is one kind of expenses of a firm that is creating future economic 

benefits for a firm. It also occurs on cash or on credit. 

Receipt and Payments: When a firm gets money from their service or debtor then it is 

receipt and when a firm pays their creditor or pays their expenses then it is Payments. 
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Advantages: If a firm accurately maintains these statements then they easily trace the 

financial condition of their firm and according to this, they take their decision. 

 

Richard 

Journal Entry 

Date Accounts Titles Ref Debit £ Credit £ 

2017 

01/01/2017 

Cash 

Capital 

 (Business starts along with cash.) 

 10000  

10000 

03/01/2017 Bank 

Cash 

 (Paid into a bank account) 

 8000  

8000 

06/01/2017 Van 

Creditor (Perkin’s garage) 

 (Van purchased on account) 

 3000  

3000 

09/01/2017 Rent expenses 

Bank 

 (Paid rent via cheque) 

 1000  

1000 

12/01/2017 Purchase 

Creditor 

 (Buy goods on credit) 

 4000  

4000 

15/01/2017 Shop Expenses 

Bank 

 (Paid shop expenses by cheque) 

 1500  

1500 

18/01/2017 Debtor 

Sales 

 (Goods sold on credit) 

 3000  

3000 
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21/01/2017 Creditor 

Bank 

 (Settled creditor account by cheque)  

 3000  

3000 

24/01/2017 Bank 

Debtor 

 (Received cheque from the debtor and 

immediately receive it.) 

 2000   

2000 

27/01/2017 Creditor  

Bank 

 (Paid to the creditor by cheque)  

 500  

500 

31/01/2017 Purchase 

Creditor 

  (Buy goods on credit) 

 3000  

3000 

 

31/01/2017 Cash 

Sales 

 (Sales by cash) 

 2000  

2000 

 

 

General ledger preparation 

T- Accounts 

Cash 

Debit £ Credit £ 

Capital 10000 Bank 8000 

Sales 2000 Balance C/F 4000 

 

Total 

 

12000 

 

Total 

 

12000 

Balance B/D 4000   

 

Capital  
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Debit £ Credit £ 

Balance C/F 10000 Cash 10000 

Total 10000 Total 10000 

  Balance B/D 10000 

 

 

Debtor 

Debit £ Credit £ 

Sales 3000 Bank 2000 

  Balance C/F 1000 

Total 3000 Total 3000 

Balance B/D 1000   

 

Van 

Debit £ Credit £ 

Creditor 3000 Balance C/F 3000 

Total 3000 Total 3000 

Balance B/D 3000   

 

Creditor 

Debit  £ Credit  £ 

Bank 3000 Van 3000 

Bank 500 Purchase 4000 

Balance C/F 6500 Purchase 3000 

Total 10000 Total 10000 

  Balance B/D 6500 

 

Shop Expense 

Debit £ Credit £ 

Bank 1500 Balance C/F 1500 

Total 1500 Total 1500 
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Balance B/D 1500   

 

 

 

 

 

Sales 

Debit £ Credit £ 

Balance C/F 5000 Debtor 3000 

  Cash 2000 

Total 5000 Total 5000 

  Balance B/D 5000 

 

Purchase 

Debit £ Credit £ 

Creditor 4000   

Creditor 3000 Balance C/F 7000 

Total 7000 Total 7000 

Balance B/D 7000   

 

Rent expense 

Debit £ Credit £ 

Bank 1000 Balance C/F 1000 

Total 1000 Total 1000 

Balance B/D 1000   

 

Bank 

Debit £ Credit £ 

Cash 8000 Rent expenses 1000 

Debtor 2000 Shop expenses 1500 
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  Creditor 3000 

  Creditor 500 

  Balance C/F 4000 

Total 10000 Total 10000 

Balance B/D 4000   

 

 

 

 

 

Now we calculate the trial balance from the balance of different accounts: 

Richard 

Trial Balance  

Accounts Title   Debit £ Credit £ 

Cash 4000  

Bank 4000  

Capital  10000 

Shop expenses 1500  

Rent expenses 1000  

Debtor 1000  

Creditor  6500 

Purchase 7000  

Sales  5000 

Van 3000  

Total 21500 21500 

 

 

In a fire sale, the transaction creates the sales account and purchase transaction creates the 

purchase account. These transactions are the one kind of economic events that are indicated 

or make a change in the financial condition of the firm. In trial balance, we input sales in the 
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credit side and purchase input in the debit side of the trial balance. Besides they also input in 

another section for helping the making financial condition of the firm. (Hill, 2012) 

According to case, 1 we were input purchase 7000 in the debit side at trial balance and this is 

the follow the bookkeeping recording system. In here, also sales 5000 were input in trial 

balance in credit side which also maintains the double entry bookkeeping system. We know 

that the sales are revenue and we also know revenue is credit. And purchase is debit as an 

expense. Difference between purchase and sales make the profit and here also includes the 

additional expenses and incomes. According to the double entry bookkeeping system, we 

make trial balance from the balance of ledger and basically, trial balance makes for knowing 

the truthfulness of the ledger balance (Hill, 2012). 

  

Trial Balance of the Richard is given below: 

Richard 

Trial Balance  

Accounts Title Debit £ Credit £ 

Cash 4000  

Bank 4000  

Capital  10000 

Shop expenses 1500  

Rent expenses 1000  

Debtor 1000  

Creditor  6500 

Purchase 7000  

Sales  5000 

Van 3000  

Total 21500 21500 
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In the above examples are designed accurately by following the rules which are given by 

some standard organization that’s provide accounting principles. For example, FASB also 

provides the guideline to record the transactions correctly. FASB stands the Financial 

Accounting Standards Board. 

 

 

 

 

 

 

1. The assumption of Economic Entity 

Owners and sole-traders are different that is characterized by the economic entity but some 

owner doesn’t know the difference between owners and sole-traders, that is why they don’t 

keep a separate account of them. For example: in here, purchase Van for the firm which 

maintain the assumption of economic entity. (Eisen, 2012) 

2. The assumption of the Monetary Unit 

We know which event is changed the economic condition of the firm that is call transaction 

of the firm. Every factor of business generated by the monetary unit. GAAP also support that 

transactions should be related to money. Such as, in the above trial balance rent expenses is a 

transaction which changes the monetary change in the firm’s function. (Britton and 

Waterston, 2013) 

3. The assumption of the Time Period 

The accounting time period is unlimited but we should go for calculating the account of 

business after the certain time such as weekly, monthly, quarterly, half yearly and yearly that 

is the assumption of the time period. In the above trial balance makes for the certain time 

period. For making trial balance we fixed a time because we know business accounting time 

period is unlimited and from this unlimited we fixed a certain time. (Eliot, 2018) 

 

4. Principles of Full Disclosures 

the Investor, analysis, and competitors have used the financial information that’s are made by 

the financial statement. Thus, in a financial statement, every transaction should be input 

accurately. It means the principles of full disclosures. Here, capital relate with the 
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shareholders and firm should provide information about the debtor and creditor to the related 

parties which are mention in trial balance. (Thomas, Tietz and Harrison, 2012) 

5. Principles of Going Concern 

According to the accounting concept, we know that the business will run over a long period 

that’s why we don’t sell the assets after one accounting period. This theory called the 

principles of going concern. Expenses are also adjusted by following this principle. Here, at 

end of the year we don’t sell the assets because we know that’s are need for the next financial 

year for the firm. (Scott, 2014) 

6. Principles of Revenue Recognition 

the Principles of revenue recognition mean the identified the revenue when actually occurred 

it. Sometimes many firms identified their income before taking money from the client. Sales 

also input the basis of this idea. When money cannot receive that mean it is accrual. 

According to the above trial balance the main revenue sources of this firm is sales and it was 

inputted when it was occurred. (Eisen, 2012) 

7. Principles of Matching 

Matching principles define that expenses adjusted with the income. Here, the costs of goods 

sold deducted from sales. Here, for following the journal entry and ledger every section equal 

to each other in the balance side. In here, when we were input debtor account then we were 

also input the sales by same amount in debit and credit side. (Racine, 2010) 

 

 

 

Journal Entries for Prepayments 

 

Date Accounts Title ref Debit £ Credit £ 
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15.06.17 Insurance premium a/c 

Bank a/c 

 1900  

1900 

 

Date Accounts Title ref Debit £ Credit £ 

15.06.17 Prepaid Insurance premium a/c 

Insurance premium a/c 

 950  

950 

 

Insurance premium a/c 

date accounts Amount £ date accounts Amount £ 

15.06.17 Bank a/c 1900  Prepaid Insurance 

premium a/c 

Profit & Loss a/c 

950 

 

950 

 Total 1900  Total 1900 

 

Prepaid Insurance premium a/c 

date accounts Amount £ date accounts Amount £ 

15.06.17 Insurance premium 

a/c 

950  Balance b/f 950 

 

 Total 950  Total 950 

 

 

Statement of Profit & loss 

Accounts title Amount £ Accounts title Amount £ 

Insurance premium a/c 

Deduct: Prepaid Insurance 

premium a/c 

1900 

950 

  

Total  2850   

 

Statement of Financial Position 

Accounts title Amount £ Accounts title Amount £ 

Assets  

Prepaid Insurance premium 

 

950 

Liabilities  
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a/c 

Total 950   

 

Journal Entries for Accruals 

 

Date Accounts Title ref Debit £ Credit £ 

 Utility Expense 

Cash 

Utilities payable 

 2900 

 

 

1,950 

950 

 

Preparation for General Ledger 

Utility Expense 

date accounts Amount £ date accounts Amount £ 

 Bank 

Utilities payable 

1,950 

950 

 Profit & Loss a/c 2900 

 Total 2900  Total  2900 

 

Bank 

date accounts Amount £ date accounts Amount £ 

 Balance b/f 1950  Utility Expense 

 

1950 

 Total 1950  Total 1950 

 

Utilities payable 

date accounts Amount £ date accounts Amount £ 

 Balance B/f 950  Utility Expense 950 

 Total  950  Total 950 

 

Statement of Profit & loss 

Accounts title Amount £ Accounts title amount £ 

Utility Expense 2900   

Total  2900   
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Statement of Financial Position 

Accounts title Amount £ Accounts title Amount £ 

Assets  

 

 

950 

Liabilities 

Utilities payable 

 

 

950 

Total  950 Total  950 

 

 

 

 

 

 

Calculation of Depreciation 

 

Statement of Profit & Loss 

Titles  2015 

£ 

2016 

£ 

2017 

£ 

Cost of Fixed asset 400 320 256 

Net loss 400 320 256 

Statement of Financial Position 

Balance sheet 2015 £ 2016 £ 2017 £ 
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Fixed asset 

Accumulated depreciation 

2000 

(400) 

1600 

(320) 

1280 

(256) 

Net Book Value 1600 1280 1024 

 

XYZ Traders 

Profit and loss account 

For the year ended 31st December, 2017 

Particulars Amount £ Amount £ 

Income:      

Canteen Income  13950   

Coaching Clinics  1800   

Facility Hire  1500   

Fundraising Income  1280   

Game Fees  1950   

HCF Health Fund  300   

Membership Fees  24590   

Sales  10410   

Sponsorship  11000   

Council Subsidy  4500   

Donations  170   

Total Income   71150 

Less: Expenses     

Depreciation Expense 256   

Insurance Premium 1650   

Computer Expenses  395   

Electricity and Gas  1932   

Fundraising Costs  2600   

Motor Vehicle Expenses  1755   

Photocopier Lease  220   

Postage  600   

Printing  250   

Rates 650   
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Rent  1500   

Repairs & Renewals  1490   

Salaries  40687.96   

Staff Recruitment  150   

Telephones  2900   

Travel & Accommodation  11100   

Venue Hire  160   

Total expenses   68295.96 

Net Income   3154.04 

 

 

 

 

 

 

XYZ Traders 

Balance Sheet 

31st December, 2017 

Particulars Amount £ Amount 

£ 

Canteen Supplies  
 

2000 

Clothing and Equipment 
 

5050 

Furniture, Fixtures and Fittings at Cost  1600 
 

Provision for Dep on Furniture, Fixtures and Fittings 425.02 1174.98 

Motor Vehicle at Cost  47900 
 

Provision for Dep on Motor Vehicles  21053.53 26846.47 

Office Equipment at Cost  2250 
 

Provision for Dep on Office Equipment  713.22 1536.78 

Sport Equipment at Cost 2500 
 

Provision for Dep on Sports Equipment  787.62 1712.38 

Stock  
 

250 
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Superannuation  
 

2730.7 

Machine 1280 
 

Accumulated depreciation 256 1024 

Accounts Receivable  
 

5950 

Bank  
 

1095.44 

Stationery  
 

494 

Prepaid Insurance premium 
 

950 

Telephone 
 

1483 

Total Assets:  
 

52297.75 
   

Superannuation Fund  
 

3183.1 

Accumulated Members Funds  
 

23570.61 

Telephone expense payable 
 

950 

Accounts Payable  
 

21440 

Owner's Equity: 
  

Net Income 
 

3154.04 

Total liabilities and Owner's Equity 
 

52297.75 

 

 

 

ABC PLC 

Profit and loss account 

Particulars Amount £ Amount £ 

Sales 
 

300000 

Opening inventory 65000 
 

Purchases 160000 
 

Cost of Goods Sold 
 

225000 

Gross profit 
 

75000 
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Profit on Consignment 
 

13000 

Custom Duty  3800 
 

Wages  31400 
 

Salaries  45200 
 

Insurance  2800 
 

General Expenses  6900 
 

Directors Fees  1000 
 

Other Expenses 
 

91100 

Net loss 
 

-3100 

 

 

 

 

 

 

 

ABC PLC 

Balance sheet 

Particulars Amount £ Amount £ 

Fixed asset: 
  

Land & Building  
 

45000 

Machinery  
 

300000 

Furniture  
 

15000 

Investment  
 

35000 

Current Asset: 
  

Bills Receivable  
 

21200 

Sundry Debtors  
 

60000 
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Cash at Bank  
 

8800 

Cash in Hand  
 

900 

Total Assets 
 

485900 

   

Share Capital  400000 
 

Calls in Arrear  (1000) 
 

  
399000 

Net loss 
 

-3100 

Current liabilities 
  

General Reserve  
 

25000 

Sundry Creditors  
 

17000 

Loan from Bank  
 

45000 

Dividend  
 

3000 

Total liabilities and Owner's Equity 
 

485900 

 

 

 

 

Financial Report 

 

Financial Statement 

 

 For taking the decision for a firm they need 

to know about the financial report of a firm. 

The financial report serves to the investor, 

competitors, and analysists about the 

financial condition of the firm. By financial 

report, we can know about inside and 

outside condition of the firm. 

 

Another name of the Financial report is 

Financial Statement which is also described 

financial information of a firm. For that, in a 

financial statement using various types of 

financial instruments that help to know the 

details information about the financial 

condition of the firm. It is the formal section 

of the financial report. 
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Types of Financial Statements and what they cover: 

1. Comprehensive Income Statement of Income Statement 

The income statement is a statement that reports revenue and expense a specific time of 

business or organization.as result makes profit or loss that depends on revenues and expenses, 

when revenues balance more than expenses that's profit otherwise that's the loss. (Accounting 

standards / Statements of financial accounting concepts, 2005) 

2. Statement of the Financial Position 

An organization or business calculated their business position of the year ended, and find a 

statement of their business that's called Balance sheet or Statement of Financial Statement. 

All of asset, liabilities and owner’s equity are calculated equally equation of the items, like 

asset equal liabilities and owner’s equity. (Eisen, 2012) 

3. Cash Flow Statement  

 Cash flow statement includes the net cash inflow, net cash outflow, operating, investing and 

financing activities that are cash flow statement.(Horngren and Harrison, 2015) 

4. Changes in Equity statement. 

Share premium, cash dividend, profit or loss, cash paid and share capital are included in 

equity statement. Here, calculate the total equity of a firm and provide the financial condition 

of the firm. (Kieso, Weygandt and Warfield, 2012) 

 

 

 

The profit and loss accounts include the income and expenses of the business for a particular 

period of time. The prepayments and accruals are adjusted so that it shows accurate financial 

conditions of the business. The net income or losses are adjusted with the equity section 

under the balance sheet. Therefore, the prepayments and accruals amounts are transferred to 

the balance sheet either in the current assets side or in the current liabilities side. The balance 

sheet shows the financial position of an entity for a specific point of time. The cash flow 

statements show the inflow and outflow of cash in the business. The sole-traders business, 

partnership business and the public limited companies prepare the financial statements in 
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order show their overall financial position for a particular period of time. From the cash flow 

statements, the external parties could evaluate the movement of cashes of the business.  

 

 

 

Financial Report and Financial Statement 

The financial report of the business shows the overall financial position of the business so 

that the external parties could understand the financial standing of the business which help 

them to take proper investment decision in time. The accountant uses appropriate calculation 

so that it reflects the true financial position of the business for a particular point of time. The 

financial accounts generally prepared at the end of the financial year. However, it can be 

prepared at any time on demand. Financial report is useful for the outside investors because it 

helps them compare the financial position of the company with other businesses.  

 

The financial statements provide specific information about the company for a specific period 

of time. It provides the summary of the overall assets, liabilities and owner’s equity. If the 

concepts of accounting are properly followed while preparing the financial statements, the 

debit and credit side of the accounts must be equal in size. While preparing the final accounts 

from the given trial balance, the accruals and prepayments are adjusted with the particular 

accounts so that it provides actual reflection of the current balance. The depreciation 

calculation, prepayment calculation and the classification of the accounts are properly 

maintained while preparing the final accounts.  

  

Reconciliation of Bank 

There are some cases when the balance of bank account and the cash balance show different 

balance. In order to deal with this issue properly, the bank reconciliation statement is 

prepared. It ensures whether the statements are providing the accurate balance or there is any 
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error in the statement. An organization prepares a book for cash and bank balance and how 

they account of difference. each account record by bank or cash. As bank account include 

bank book and cash account include cash book. When it's completed owner use it to find his 

or her errors transaction of bank or cash. If any is wrong or error easily solves the errors. 

After all, we say reconciliation book is a confirmation book.  

 

Bank Reconciliation process: 

1. Bank reconciliation is a confirmation book. 

2. Find out a wrong or errors accounts 

3. Solve errors and completed book 

4. By it makes equal of cash and bank sides 

5. It's the source of Journal books 

 

Variances of Bank Reconcile 

A business institute cannot prepare balance of bank and cash book, that’s time create a book 

it is bank reconciliation. Company find out their wrong entries and then solve it.And finally, a 

result shows it becomes negative or positive. 

 

 

 

 

 

 

Parkers Pet Emporium 

Statement of Bank Reconciliation 

As Aug 31, 20XX 

Bank Amount £ Book Amount £   

Balance as per book 31,957 Balance as per bank 31,227 

Add.   Add.   

CHQ#661 750 Error in bank's account 10000 

CHQ#663 230     

EFT 20500     
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Interest  55     

Less.   Less   

Deposit 4435     

NFT- Office Rent 1300     

Bank charge 130     

NSF Cheque  6400     

Adjusted balance as per 

book 

41,227 Adjusted balance as per bank 41,227 

 

  

 

Deposit in transit refers to the amount that the company already included in its accounts but 

the bank has not recorded.  Therefore, in that case the bank should include the balance of 

deposit in transit by following the bank statement, which follows the statement of bank 

reconciliation. 

Outstanding check is those checks that already incorporated in the company’s account but the 

bank has to record that outstanding check in their account. So, the outstanding check should 

be deducted from the balance as per book under bank reconciliation statement. 

Not sufficient fund checks are those checks that Bank could not receive because of 

insufficient balance in the owner's account. However, the company may record that not 

sufficient part in their account.  
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Bank reconciliation 

Bank reconciliation statement is very necessary as it proves whether there is any mismatch 

between the cashbook and passbook or not. It identifies each and every transaction for which 

the balance of cashbook and passbook differ. The bank reconciliation statement shows the 

difference between the cashbook and the passbook and figures out why these are different.  

If anyone wants to maintain the balance of cashbook and bank book, they have to prepare the 

statement of bank reconciliation (Racine, 2010). 

 Here given some tools and techniques to check the balance and general accounts: 

1. Checking the dates of the balances.  

2. Checking the bank book and the cashbook.  

3. Checking reconciliation structure statements.  

4. Checking reconciliation outstanding item statements.  

Both cash and bank book entries check. When cash and bank transaction record a statement 

by a book and show new balance without errors that's a process called bank reconciliation. 

That's book work for errors of bank or cash book. Must be found errors entries by the book 

processing. When any errors finding again it's solved and prepare an appreciated book for 

companies. Finally complete a reconciliation book of bank and company forward their other 

documents. 

Given below some items or create a bank Reconciliation 
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1. Following economy transaction 

2. Analysis of two books. That’s bank and cash book 

3. Following way how to create a bank reconciliation 

4. Surely import that's the item 

5. Making equal both side bank and cash. 

  

Determining the figure for total receivables at the end of the year and reconciling with 

the total of the list of balances 

Particulars Amount £ 

Receivables Ledger Control Account 26100 

Owing from Alex 1200 

Sales Overcast -1000 

Credit balance -800 

Receivables Ledger Balance 25500 

 

Control account: 

A control account is an account under which all adjusted entries are recorded. Sometimes it is 

also referred to as secondary account because it is prepared after producing the trial balance. 

The control account is used to correct any mistakes while preparing the trial balance.  

Purpose of control account: 

The main purpose of using the control account is to help the company’s accountant to prepare 

the financial statement by using the correct balances. It also summarizes the balances of the 

subsidiary accounts that have the same category. The balance of the control account and the 

balance of the related subsidiary account should be matched perfectly.  

Suspense account 
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The suspens account is usually prepared for resolving the wrong calculation and holding the 

balances of these calculation for a short period of time. The balance of the suspense accounts 

finally transferred to the trial balance in order to resolve the wrong calculation and determine 

whether the calculations are corrected or not.  

 

Anne 

Adjusted Trial balance 

 

 

 

 

Suspense accounts 

Accounts Amount Accounts  Amount  
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Sales 6300 Electricity 99 

    
Telephone Expense 70 

    Purchases 1174 

    Balance C/D  4957 

Total 6300 Total  6300 

 

 

Journals entry for suspense a/c 

 

 

 

Necessity of Bank Reconciliation 

The bank reconciliation is necessary because it helps to identify if there is any accounting 

errors or mistakes while dealing with the transactions. When the business uses more than one 

bank account, the probability of error increased significantly.  

 

Role of Debtors and Creditor accounts  

Date Accounts Title Ref Debit  Credit  

  Suspense a/c   6300   

  Sales a/c     6300 

  
Electricity Expense 

  99   

  Suspense a/c     99 

  Telephone expense   70   

  Suspense a/c     70 

  Purchases   1174   

  Suspense a/c     1174 
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The debtors and creditor accounts typically show the financial transaction of the business 

with third parties like debtors and creditors. The debtors and creditors accounts should be 

prepared properly as it includes the money the business intends to receive in future or the 

money the business will pay to the other parties.  

The others control accounts of the ledger are debtors and creditors. Here, debtor account 

implies the current assets for a firm which created by sales on credit. And creditors accounts 

denote the party who claim to firm for paying money which is created by purchase on credit. 

Service also consider here. 

 

 

Two types of accounts are given here 1. Control accounts and 2. Suspense accounts  

Control accounts 

In control accounts, accounts receivable and accounts payable are performed. Here, includes 

the summary of accounts receivables and accounts payable. In large firm have a huge 

transaction for accounts receivable and payable that's why the control accounts maintain it. It 

is the one kind of ledger that is free from error and input in details information. And finally, 

the balance of ledger makes the trial balance. (Horngren and Harrison, 2015) 

 

Suspense account 

In suspense account entry input for temporarily in general ledger for maintaining the error of 

the account. When an entry is not recognized then we input it in suspense account. The giant 

firms are used in their accounts when they make an error in their account or they could not 

find the actual description of the desired entry. (Collins and Duncan, 2012) 

Difference between Control account and Suspense account 
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Reconciled control account 

 

 

 

For knowing the list of entries closing balance we should go for making the trial balance. 

Here, includes the ending balance of assets, expenses, liabilities, equity, and revenue etc. 

Here, two sides debit and credit, debit side display the assets and expenses and credit side 

display the equity, liabilities, and revenue. (Collins and Duncan, 2012).  

 

The total of account receivables should be matched with the details of the general ledger. 

Otherwise, the balance of the accounts receivable in the general ledger will be unproven. The 

reconciliation process can be completed by following two important sources. One is general 

ledger and the other is receivable details. The inaccuracies associated with account 

receivables should be removed in such a way that the balances of the account receivable from 

the general ledger should be matched with the list of entries of the closing balances.  

The error with the general ledger can be minimized if the reconciliation process is undertaken 

after end of the months. This allows the accountant to remove the errors associated with 

preparing the general ledger in time. Generally, the reconciliation process is conducted before 

preparing the financial statements. The reconciliation process helps the accountant to 

understand the current scenario of account receivable of the business.  

 

 



www.infoharvardresearchuk.com 

32 

 

 

Conclusion 

Financial accounts show the current position of the financial balances of a business for a 

particular period of time. The external parties can take the immediate actions by following 

the financial standing of the business. (Britton and Waterston, 2013) Financial information of 

a firm needs to know for taking the decision which is prepared by Financial Accounting. 

Financial transaction of every firm needs to record and analysis by the financial accounting 

method. In here, every transaction record in details with a comprehensive statement. In this 

method, we can find income of firm, balance sheet, equity section, and cash flow statement. 
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