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Question 1
The concept of accrual accounting involves recording the transactions when they take place regardless of the money involved in the transaction ("Accounting", n.d.). In other words, the concept considers the actual event that takes place and does not necessarily involve cash transactions. Thus, a business can have advance payments or arrears recorded in the statements that do not necessarily cover the fiscal year under consideration. For instance, the Anne Marie paid rent in advance for the next six months. This amount is recorded during the time the transaction is being done, and thus, an advance becomes an asset to the business. Further, credit sales are recorded during the sale transaction, however; the payment is realized at a later date ("Accounting", n.d.). Therefore, the debts are an asset to a business since it expects the payments at a later date. 
Advance payments and credit sales affect a business working capital  (Konak & Güner, 2016). A business requires some degree of liquidity to cater for the normal operations of the company as well as paying the short term debts upon their date falling due  (Konak & Güner, 2016). Thus, Anne Marie has very little cash due to having too much business money in the hands of the creditors and debtors affecting the liquidity of the business. 
Question 2
Liability refers to an obligation where an individual or a business is obligated to make payments on a specified date("Accounting", n.d.). The debt does not necessarily have to be in monetary form but also can be services or goods. Therefore, when the customer paid for the services in advance, Anne Marie owes the customer the coloring services. When a business owes the external parties some money, services, or products, they are categorized as liabilities, and the business has an obligation to the settle the debt at a future date. 
Liabilities are classified in either long or short term liabilities depending on the duration of time to payments. Short-term liabilities are usually settled within a year while the long-term debts are paid in the period more than a year. An efficient method of settling the liabilities is required to enhance the relationship between the business and the third parties  (Konak & Güner, 2016). In most cases, enterprises obtain supplies on credit from suppliers. Thus, a firm is obliged to settle the credit purchases on time to enhance their credit rating and to ensure future business with the creditors. Therefore, business is entitled to have efficient working capital management to settle the bills when their payment falls due  (Konak & Güner, 2016). 
Question 3
The bills sent to customers in the last week of December are accounted to belong to the period ending December (31st). Therefore, they are supposed to be recorded as accounts receivables under the current assets section. The customers owe the business some money due to the services they received, and thus, they are obliged to settle their bills within the agreed period ("Accounting", n.d.). Credit sales are recorded in debtors account, and they are an asset to the business since it expects some payments soon. 
Accounts receivables, however, affect the cash flow management of a business. For instance, delayed settlement of debts by the customers or default in payments affects the business cash flow and may also result in losses. Therefore, a business should implement policies aimed at discouraging debt such as a discount on cash payment or a higher price on credit sales.
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