Every business firms are run to achieve certain objectives
Production: the main function of a business is to produce goods and services in order to earn profit by satisfying customer needs. The production department in a business firm is responsible for different activities such as acquiring resources, planning for utilizing the resources, monitoring the cost, projection of output, deciding the production methods, etc. A business firm has to be involved in transforming input into output to earn profit.

Sales and Marketing: it is an important function of every business organization. Marketing helps to find out the needs of the customers and helps to satisfy those needs better than the competitors. Marketing involves different activities like developing marketing strategies, implementing them and advertising, etc.

Administration: it is another important function of a business firm. Administrative function refers to those activities such as dealing with customer orders, enquiries, legal paper works, forms and producing different documents for the employees, etc.

Personnel: human resource plays the most important role in achieving business goals. So effective human resource management is essential to run the business successfully. A business firm has to carry out different activities to manage human resource including recruitment, selection, training and development, etc. it is also responsible for employees’ welfare.

Finance and accounting: it is an indispensable function of every business organization. Other functions like marketing, production, administration can not operate without finance and accounting department. This department deals with money and the management of fund which is required by all the departments to run their activities. Moreover, finance and accounting department involves large number of activities such as recording transactions, management of money and analyzing the financial performance of the business. Accounting is a part of finance.
Relationship between finance and accounting:
Accounting simply means a way of organizing information to tell a story about a company’s financial position. It is a systematic recording, reporting, and analysis of financial transactions of a business (web-2). So, accounting helps to collect record and report the information about a company’s financial positions and create a body of data that is used to make important decisions. It helps people inside and outside the company to know how the company is doing financially. Accounting makes easy for the managers to run the business by providing useful information about available resources to a firm, the means used to finance those resources and the outcomes of the resources used.

On the other hand, finance normally deals with the matters related to money and markets. It is concerned with the interpretation of the information, prediction of outcomes and planning to achieve suitable results. It is the science of analyzing a company’s financial history and determining how the company can increase its value to shareholders. The company is involved in set of activities that deals with the management of funds such as money, banking, investments and credit. It is not only about arrangement of funds for the company but it is very important to make sure that the funds of a company are being used properly. Finance helps to make the best use of the funds available to the company.

Finance and accounting are closely related with each other. A finance manager mainly depends upon the accountants in order to express the company’s position. The accountants provide the facts and figures of both past and present which is needed by finance department to make decisions and recommendations that is helpful to the company to achieve its goals. In fact, account is an indispensable part of finance as it is a sub-function of finance. The accounting deals with the question,” what have we done?, where have we been?”. The finance deals with the question like,” where should we go, what should we do now (Drake and Dingler, 2001, p: 3). Accounting involves in preparation of statements or provides information on business outcome, assets and liabilities. Based on the information provided by accounting, the company makes decisions about how much fund is needed and how it has to be utilized. In other words, accounting states facts based on history and these facts are interpreted by finance to make decisions and recommendations about future strategy.
Finance and other business functions:
Finance and production department: finance and production department are interlinked with each other. The production department involves different activities to produce goods and services. It is concerned with the utilization of resources, different raw materials, skilled and unskilled labor which require huge amount of money to be spent. The production department also needs installation of machinery, safety devices which are easily affected by the financial decisions made by any firm or a company.

Finance and material department: finance and material department are also closely related with each other. Material manager can not fulfill his/her job without the help of finance manager. The material department covers the areas like storage and maintenance of raw materials. The finance and material manager should work together to ensure the quality, safety and the over all objective of the firm.

Finance and personnel department: the personnel department is concerned with the management of people in an organization. this department involves recruitment, selection, training and development of the employees to make sure that the organizational objectives are achieved in an effective way. Personnel department is also responsible for the welfare of the employees and their families. The personnel manager has to come up with finance department or manager to analyze and evaluate employees’ welfare and other issues related to employees.

Finance and marketing: marketing is one of the most important functions of any business firm. The marketing department is mainly involved with the selling of goods and services. This department needs much amount of spending for create marketing policies and implement them. For example, many companies spend huge amount of money in advertising which is not possible without the help of finance department.
Preparation of Trading, Profit & Loss Account and Balance Sheet:
Q. G.R Company has an accounting year ending on 30 December. The following trial balance was prepared for the year ended 30 December 2007:

Debit Credit
£ £
Capital 59,640

Drawings 7,600

Bank overdraft 1,540

Cash 1,170

Plant and machinery 87,000

Provision for depreciation on plant 27,000

Sales 68,200

Purchases 42,160

Debtors 15,200

Creditors 12,700

Provision for bad debts 890

Bad debts 610

Rent 4,200

Light and heat 3,700

Stationary 2,430

Stock 5,900

Total 169,970 169,970

You have been given the following additional information:

Plant and machinery is depreciated using the reducing balance method at a rate of 10 percent per annum.

The provision for bad debts at 30 December 2007 should be 5 percent of debtors.

There is an accrual at 30 April 2007 in respect of gas amounting to £580, and rent prepaid of £600.

Stock at 30 December 2007 was £7,220.

You are required to prepare trading and profit & loss account at 30 December 2007 and final accounts for the same date:

Solution:
GR Company

Trading and Profit & loss account

For the year ended 30 December 2007
Debit Credit

Particulars amount (£) particulars amount (£)

Opening stock 5,900 Sales 68,200

Purchases 42,160 Closing stock 7220

Gross profit 27,360

75,420 75,420

Rent 4,200 3,600 Gross profit 27,360

Less, prepaid, 600 Provision for bad debt 130

Light & heating, 3,700 4,280

Add, accrued 580

Stationary 2,430

Bad debts 610

Depreciation on plant 6000

Net profit 10,570

Total 27,490 Total 27,490

Net profit 10,570

Working notes:

Depreciation,

10 percent of (£87,000-£27,000) = £6,000

2. Provision for bad debts,

(5 percent of £5,000) - £890 = £130 (decrease)
GR Company

Balance Sheet

For the year ended 30 December 2007
Assets amount (£) Liabilities amount (£)

Fixed assets: Capital:

Plant and machinery 87,000 54,000 Capital 59,640

Less, provision for Add, net profit 10,570 62,610

Depreciation 27000 Less, drawing 7,600

Less, depreciation, 6000

Current assets: Current liabilities:

Debtors 15,200 Bank overdraft 1,540

Less, provision for 14,440 Creditors 12,700

Bad debts 760 Accruals (light & heating) 580

Cash 1,170

Prepaid rent 600

Closing stock 7,220

Total 77,430 total 77,430
Conclusion:
The business organizations today are facing lots of challenges than ever before. They have to operate in a complex and dynamic environment which is always changing. Similarly, the business organizations have to compete with other competitors to survive in that environment. They have to take suitable and effective decisions to get succeed specially the decisions related to finance and accounting because finance and accounting tells the actual position of the firm. The financial accounting records and controls the business transactions, maintain accuracy in recording, meet the requirements of the law, present final accounts and other financial reports to the owners of the enterprise, and to facilitate the efficient allocation of resources (Thomas, 1999, p: 12). The decision makers therefore depend upon finance and accounting department to make important decisions.
