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[bookmark: _GoBack]It is mandatory that every organization make a submission of its annual income on a yearly basis. Every organization has its own unique accounting period, which is for a complete year. Accounting makes use of the double entry principle that ensures that there is a debit for every credit transaction for the business. The recording of the company accounts ensures that the company can prepare their financial statements at the end of every financial year. A company prepares four financial statements at the end of the financial period. The financial statements include, the Income Statement, Statements of financial position, Statements of changes in equity and a Cash flow statement
The income statement shows the income that accrues in the business. The income will be used in the preparation of the balance sheet of the company. Some of the features in the balance sheet will appear in the statement of changes in equity hence should come next. The Cash flow statement incorporates all the items in the other financial reports.
A cash flow has three categories. The categories will include financing activities, operating activities, and investing activities. Financing activities are the operations in a company that are aimed at funding the daily operations of a company. Operating activities refer to the financial transactions of a company that are conducted in the routine course of business. Such operations form the core operations of a company. Investing activities refer to the operations of a company that yields to some form of interest or income for a company.
Case analysis
In the give scenario, the financial year for the company ended at 31st December 2015. However, at the end of the accounting period, there ere 75 orders that had not been recorded in the financial accounts of the company. The sales orders were equivalent to $ 63,000. The amount of $ 63,000 is a material amount and should be included in the financial statement of the company. A material item refers to items which when excluded from the financial statement of a company would lead to great variances between the actual and presented financial results of a company. 
In that case, the accountants in the company would have to pass journal that would increase the revenue of the company. The journals that would be passed in the company would be as below:
	Dr.	Sales Revenue		$63,000
		Cr. 	Accounts Receivables		$63,000
(The transaction records the sales orders that were made and not recorded in the financial statements of the company)
	Dr. Bank	$63,000
		Cr. Accounts Receivable	$ 63,000
(To record the money received from the sales order)
From the above transactions, two financial statements would be affected by the station. The income statement would be affected because the sales revenue is a profit and loss item. The sales amount of $63,000 would increase the revenue of the business and have a positive increase in the net income of the company. The balance sheet would also be affected. The sales would lead to an increase in the money in the bank for the company. The current assets of the company would increase. An increase in the current assets of a company indicates an increase in the level of liquidity for an organization. That implies that the sales orders that are equivalent to $ 63,000 should be included in the financial year 2015. That would ensure that the financial statements of the company represent the actual financial state of the company.
