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Accounting for lawyers
This session aims to introduce the basics of accounting and bookkeeping. 

In this interactive session, we will:

● share the purpose and background of accounting and the different Accounting Frameworks;
● introduce the primary statements in a typical financial statement; and
● introduce the concept of distribution and distributable reserves.

Throughout the session, we propose to educate, discuss and learn by way of going through different examples and 
discussions in a collaborative and interactive manner - so please ask questions and share any relevant experiences. 
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A bit about us
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Interactive session 1 
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Agenda

1 Basic accounting background

2 Introduction to the primary financial 
statements

3 Dividend and reserves
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Basic
accounting background
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• Internally - business owners, managers, employees.
• Externally - creditors, banks, investors, unions, government

and regulatory agencies. 

Accounting 
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Users of accounting information 

• Generally Accepted Accounting Principles (GAAP) 
Governed by local accounting body (e.g in the UK this will
be Financial Reporting Council - FRC).
A set of principles that companies in the jurisdiction
follow when preparing their annual financial statements.

• International Financial Reporting Standards (IFRS)
The IFRS is a set of standards developed by the
International Accounting Standards Board (IASB).

• Consistency. 
• Transparency.
• Easily comparable.
• Quality.

Types of accounting standards Importance of accounting standards 

• Accounting is a term that describes the process of presenting
financial information to make it clear and understandable for all
stakeholders and shareholders. 

• To record and report a company’s financial transactions, financial 
performance, and cash flows.

• To ensure statutory compliance.
• To evaluate the business performance
• To determine what can be distributed

Purpose
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Accounting standards for UK entities

Types of business entity Accounting standards 

Private companies 
FRS 102/FRS 101/IFRSPublic companies

Unlimited companies
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Accrual accounting vs Cash accounting

Accrual accounting Cash accounting

Depicts the effects of transactions and other events and 
circumstances on a reporting entity’s economic resources
(assets) and claims (liabilities) in the periods in which those
effects occur, even if the resulting cash receipts and payments
occur in a different period. 

Depicts the effects of transactions and other events and 
circumstances on a reporting entity’s actual cash transactions only. 

Gives a more accurate view of finances
Conforms with GAAP guidance

Gives a shorter term view of finances
Can be utilised in management accounts 
A simpler method of accounting (preferred by some smaller 
businesses)
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Introduction to the 
primary accounts
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What are the key elements of a financial statements?
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Statement of financial position (Balance Sheet)
01

Statement of income and expense (Profit and loss account)
02

Statement of cash flows (Cash flow statement)
03

Statement of changes in equity
04

Notes to the accounts
05
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Consolidated accounts vs Entity level accounts
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Consolidated Entity level (Standalone)

A consolidated statement reports a company's financial performance 
on the whole

A standalone statement represents a company's financial 
performance as a single entity

Intercompany positions are eliminated 

Offers a comprehensive picture of the performance of a company 
including its subsidiaries and holding companies. 

Offer details of the financial performance of that particular company

To be utilised when determining the distribution capacity of an entity
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Statement of financial position (Balance Sheet)
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Statement of income and expense (Profit and loss account) Statement of cash flows (Cash flow statement)
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Statement of changes in equity
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Balance sheet - deep dive 
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Asset Liability Equity

An asset is a present economic resource 
controlled by the entity as a result of past 
events. An economic resource is a right 
that has the potential to produce 
economic benefits. 
Example: 
• Property, Plant and Equipment.
• Investment.
• Cash.
• Trade receivables. 
• Prepayments.

A liability is a present obligation of the 
entity to transfer economic resource as 
a result of past events. An obligation is 
a duty of responsibility that the entity has 
no practical ability to avoid.
Example: 
• Borrowings/overdrafts.
• Tax payables.
• Trade payables.
• Accruals.
• Pension liabilities. 

Equity is the owners' residual 
interest in the assets of a company, 
net of its liabilities.
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Accounting journals entry - examples
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Selling a building for cash Taking out a loan Capital reduction

Debit (£) Credit (£)

Cash 100

Building (100)

Debit (£) Credit (£)

Cash 100

Loan liability (100)

Debit (£) Credit (£)

Share capital (10)

Share premium (100)

P/L reserve 110
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Distribution 
and reserves
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What elements of equity are distributable?
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Equity Distributable?

Share capital No

Share premium No

Capital redemption reserve No 

Merger reserve ?

Revaluation reserve ?

Foreign currency reserve ?

Other reserve ?

Profit and loss reserve (retained earnings) ?
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Dividends
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Common complications 
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• Unlawful distribution. 
• Transferring trade and assets at book 

value with negative reserves.
• Impairments and dividend blocks.
• Overseas jurisdiction rules.

August 2023
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Ways we can help

Transaction structuring (with tax and legal).

Reserves analysis (opening and in respect 
of transactions).

Illustrative balance sheet model.

Others.

August 2023
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Reflections and experiences

ⓘ Start presenting to display the audience questions on this slide.

Questions and feedback

https://www.sli.do/features-google-slides?interaction-type=UUE%3D
https://www.sli.do/features-google-slides?payload=eyJwcmVzZW50YXRpb25JZCI6IjF0WHdHd2c2ZGVZNmlDZHlSb21nRWJsdFprNE5Femd3T2Fnb3k4SzhPeWFNIiwic2xpZGVJZCI6IlNMSURFU19BUEk3ODg1MTUyMTJfMCJ9
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