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Task 3
The concept of “Double entry” and how it has been evolved over the years.
 
Any business must, among other things, be honest about how they buy and sell goods and services, make budgets, and show their financial records. The law says that records must be kept using the double-entry bookkeeping method (Nobes C.,2014)
The words "debits" and "credits" are used to describe the left and right parts of a double-entry system because that's how the parts were named when the system was created. It might be easier to keep things straight if the two parts of each account were called "left section" and "right section." An increase in a payable, which is a debt, is recorded in the credit column (on the right), and an increase in a receivable, which is a credit, is recorded in the debit column (on the left) (Faccia A., Mosteanu N., 2019).
Over time, as a business grew, its accounting system evolved to include assets, liabilities, expenses, and income. 
The Massari books from the Commune of Genoa, which were made in 1340, are the oldest known double-entry books. The fact that these books are written in perfect double-entry form shows that the system must have been in use for a long time.  The pepper account is proof that nominal accounts exist, which is a very important fact in the history and development of double entry. During the 13th and 14th centuries, when trade in Florence was strong and growing, it was a great time for banking to be developed. One of the best things that the Florentines did in terms of business was to form big partnerships and associations. Partnership contracts made clear how much each partner put into the company, how profits and losses would be split, what each partner's rights and responsibilities were, and how the company would collapse.
The method of double entry in Florence was now fully formed. Assets, liabilities, nominal accounts, and capital accounts were all part of the system for bookkeeping. The debits and credits of each entry were looked at, and a bilancio (balance sheet) was made.
Something should be said about the remarkable balance-sheets (bilanci) of Florentine traders. Ledgers during the fourteenth and fifteenth centuries covered any period from one to two or more years, and many ledgers were balanced only when fully filled and the open accounts were to be transferred to a new ledger.
Venice was the most important city for trade during the Renaissance. It was so important because it had a huge trading power in the East and was a natural port. It was only regular that Venice would come up with the famous "double entry" method.
The first double-entry records in Venice were already very advanced. Among these records is the first real journal found in Renaissance bookkeeping. Before this, only the ledger and many memorandum books were used. It must have taken a long time for such a system to develop, with true use of the double-entry accounting concept, lateral accounts, and a journal. It was known as the best double-entry method at the time.
The rise of intellectual, artistic, and economic activity in Italy during the Communes and the Renaissance is the only thing that can be used to explain how double entry came to be (Peragallo E.,1938)
Advanced research on the triple entry (Yuji I., 1986) and a review of the topic's history (Simoyama F, et al, 2017) have shown that the double entry can't be thought of as a perfect system, but it can be improved and changed by possibility of putting the triple entry into practise with the application of the blockchain technology (Faccia A., Mosteanu N., 2019). 
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Task 1  The following Trial Balance was extracted from the books of P. Coopers who is running a Grocery shop named ‘Coopers Grocery’ located at New Street, Birmingham. On 31st of Augst, 2023 Cooper’s finance manager Mr. Dennis has prepared this trial balance. 
Coopers Grocery
Trial Balance 31st of August 2023

	Account title
	Debit 
	Credit 

	Purchases
	95,000
	 

	Sales
	 
	160,000

	Sales returns
	4,000
	 

	Purchase returns 
	 
	5,000

	Bank balance
	5,000
	 

	Capital
	 
	25,000

	Drawings
	13,000
	 

	Furniture
	15,000
	 

	Accumulated Depreciation on furniture
	 
	5,000

	Rent
	2,500
	 

	Salaries
	28,000
	 

	Discounts Received
	 
	200

	Discounts Allowed
	700
	 

	Trade receivables
	17,000
	 

	Trade payables
	 
	2,300

	Opening inventory 1st of August 2023
	3,000
	 

	Opening Provision for doubtful debts
	 
	500

	Vehicle at Cost
	28,500
	 

	Accumulated Depreciation on vehicles
	 
	7,000

	Loan (five years)
	 
	10,000

	Interest on loan 
	1000
	 

	Electricity and gas expense 
	1500
	 

	Vehicle Maintenance
	800
	 

	 
	215,000
	215,000



Notes: The following items and amounts need to be adjusted for 31st of August 2023.

1. Closing inventory £2,000
1. Salaries accrued £4,000
1. Rent prepaid £500
1. Vehicle maintenance costs owing £200
1. A specific bad debt of £800 is to be written off as irrecoverable
1. The provision for bad debts should be 5% of the closing receivables
1. Depreciation on Furniture is to be provided at 12% per year, on a straight-line basis
Depreciation on Vehicles is to be provided at 15%, on a reducing balance basis
Solution:
Income statement
	Details
	£
	£

	Sales
	160000
	 

	Sales return
	-4000
	 

	Net sales
	 
	156000

	Purchase
	95000
	 

	Purchase return
	-5000
	 

	Net purchase
	90000
	 

	Opening inventory
	3000
	 

	Closing inventory
	-2000
	 

	Gross profit
	 
	65000

	Discount received
	 
	200

	 
	 
	 

	Other expenses
	 
	 

	Rent minus rent prepaid 500
	2000
	 

	Salaries plus 4000 accrued
	32000
	 

	Electricity and gas
	1500
	 

	Maintenance vehicle
	800
	 

	Bad debts
	800
	 

	Interest of loan
	1000
	 

	Depreciation of vehicle 15% on reducing balance basis
	3225
	 

	New provision for bad debt 17000-800=16200*5%=810-500
	310
	 

	Depreciation of furniture 12% on straight- line basis
	1800
	 

	Discounts allowed
	700
	 

	Vehicle maintenance owing
	200
	 

	 
	 
	 

	Total expenses
	 
	44335

	Profit
	 
	20865







Balance sheet
	Non-current assets
	£
	£

	Furniture
	15000
	 

	Depreciation of furniture
	-5000
	 

	Depreciation of furniture 12% on straight- line basis
	-1800
	8200

	Vehicle
	28500
	 

	Depreciation of vehicle
	-7000
	 

	Depreciation of vehicle 15% on reducing balance basis
	-3225
	18275

	Total
	 
	26475

	 
	 
	 

	Current assets
	 
	 

	Bank
	5000
	 

	Rent prepaid
	500
	 

	Trade receivables
	17000
	 

	Bad debt
	-800
	 

	5% provision for bad debt from receivable 
	-810
	 

	Closing inventory
	2000
	 

	Total
	 
	22890

	 
	 
	 

	Total assets
	 
	49365

	Non-current liability
	 
	 

	Loan
	 
	10000

	 
	 
	 

	Current liability
	 
	 

	Trade payable
	2300
	 

	Salary accrued
	4000
	 

	Vehicle maintenance owing
	200
	 

	Total
	 
	6500

	 
	 
	 

	Total liability
	 
	16500

	Owners equity
	 
	 

	Capital
	25000
	 

	Profit
	20865
	 

	Drawing
	-13000
	 

	Total
	 
	32865

	 
	 
	 

	Total liability and owners equity
	 
	49365








Task 2
Sonia owns and manages a small business, which sells pancakes to various cafés at Birmingham City. Sonia manages all aspects of the business, including delivery and collection of the products. The business accounts are balanced at the end of each month.
On 1 September 2023 the balances on her business accounts were as follows:

	Account name
	Debit (£)
	Credit (£)

	Capital
	 
	20,300

	Van
	10,000
	 

	Bank balance
	7,000
	 

	Cash balance 
	300
	

	Receivables
	5,000
	 

	Payables
	 
	2,000

	 
	22,300
	22,300













Following on from the above information, Sonia’s business conducts several transactions in September. These are shown in the table below:
	No.
	Date
	Amount (£)
	Transaction


	1
	Sept 2  
	700
	Sonia contributes additional capital in the form of cash for her business which she needs urgently to buy a computer for her business. 


	2
	3 
	1,000
	Sonia purchased a computer by cash for her business. 


	3
	4
	800
	Sonia pays by bank transfer which was due to a supplier.


	4
	7
	700
	Sonia purchases products for resale and pays by cheque.

	5
	 9 
	3,000
	Sonia receives payment through her bank account from a receivable.


	6
	11 
	350
	Sonia pays by debit card for petrol to be used for business.


	7
	15 
	2,600
	Sonia receives cash payment from a receivable.


	8
	18 
	450
	Sonia pays insurance by business debit card.


	9
	20 
	1,200
	Sonia purchases products for resale, agreeing 30 days credit terms.


	10
	21 
	2,400
	Sonia invoices a new customer on 30 days credit terms.


	11
	25
	800
	Sonia pays cash for the wages for her staff working for the business. 

	12
	26
	500
	Sonia thinks that her business needs further advertisement and for that she paid this amount to an advertising agency for advertisement. The payment was in cash.

	13
	27
	8,000
	Sonia sold her used van assuming that its book value is 9,000. You need to calculate the depreciation and also account for this. 

	14
	28
	6,000
	Sonia did not feel safe to keep all of the cash that she gets from the sale of used van. She then deposited this amount to her business bank account. 

	15
	30
	1,200
	Sonia withdraws cash for her personal use.


































Solution:
Double entry
	date
	details
	N
	Debit DR
	Credit CR

	2.09
	Capital
	1
	 
	700

	 
	Cash
	2
	700
	 

	3.09
	Purchase computer
	3
	1000
	 

	 
	Cash
	2
	 
	1000

	4.09
	Pays of supplier
	4
	800
	 

	 
	Bank
	5
	 
	800

	7.09
	Purchase products
	17
	700
	 

	 
	Cheque
	6
	 
	700

	9.09
	Receive 
	7
	 
	3000

	 
	Bank
	5
	3000
	 

	11.09
	Pays petrol
	8
	350
	 

	 
	Bank
	5
	 
	350

	15.09
	Receive 
	7
	 
	2600

	 
	Cash 
	2
	2600
	 

	18.09
	Pays insurance
	9
	450
	 

	 
	Bank
	5
	 
	450

	20.09
	Purchase products
	17
	1200
	 

	 
	Payable
	18
	 
	1200

	21.09
	Invoice (sell)
	10
	 
	2400

	 
	Receivable
	7
	2400
	 

	25.09
	Pays wages
	11
	800
	 

	 
	Cash
	2
	 
	800

	26.09
	Pays advertising
	12
	500
	 

	 
	Cash
	2
	 
	500

	27.09
	Van (sell)
	13
	8000
	 

	 
	Cash
	2
	 
	10000

	 
	Depreciation
	16
	1000
	 

	 
	Loss of selling
	14
	1000
	 

	28.09
	Cash
	2
	 
	6000

	 
	Bank
	5
	6000
	 

	30.09
	Withdraw
	15
	1200
	 

	 
	Cash
	2
	 
	1200







		T-account
	
	Debit DR
	1.Capital
	 
	Credit CR
	 

	date
	details
	£
	date
	details
	£

	 
	 
	 
	1.09
	Balance c/d
	20300

	 
	 
	 
	2.09
	Cash
	700

	 
	 
	 
	 
	 
	 

	 
	Balance c/d
	21000
	 
	 
	21000

	 
	 
	 
	 
	 
	 

	 
	 
	 
	01-Oct
	Balance b/d
	21000



	
	Debit DR
	2.Cash
	
	Credit CR
	

	date
	details
	£
	Date
	Details
	£

	1.09
	Balance b/d
	300
	3.09
	Computer
	1000

	02.09.
	Capital
	700
	25.09
	Wages
	800

	15.09
	Receive
	2600
	26.09
	Advertising
	500

	 
	 
	 
	27.09
	Van
	10000

	 
	 
	 
	28.09
	Bank
	6000

	 
	 
	 
	30.09
	Withdraw
	1200

	 
	 
	3600
	 
	 
	19500

	30.09
	Balance c/d
	15900
	 
	 
	 

	 
	 
	 
	01-Oct
	Balance b/d
	15900



	
	Debit DR
	3.Computer
	Credit CR
	

	date
	details
	£
	date
	details
	£

	3.09
	Cash
	1000
	30.09
	Balance c/d
	1000

	 
	 
	 
	 
	 
	 

	 
	 
	1000
	 
	 
	1000

	 
	 
	 
	 
	 
	 

	01-Oct
	Balance b/d
	1000
	 
	 
	 



	
	Debit DR
	4.Supplier
	Credit CR
	

	date
	details
	£
	date
	details
	£

	4.09
	Bank
	800
	30.09
	Balance c/d
	800

	 
	 
	 
	 
	 
	 

	 
	 
	800
	 
	 
	800

	 
	 
	 
	 
	 
	 

	01-Oct
	Balance b/d
	800
	 
	 
	 





	
	Debit DR
	5.Bank
	
	Credit CR
	

	date
	details
	£
	date
	details
	£

	1.09
	Balance b/d
	7000
	4.09
	supplier
	800

	9.09
	Receive
	3000
	11.09
	Petrol
	350

	28.09
	Cash
	6000
	18.09
	Insurance
	450

	 
	 
	16000
	 
	 
	1600

	 
	 
	 
	30.09
	Balance c/d
	14400

	01-Oct
	Balance b/d
	14400
	 
	 
	 



	
	Debit DR
	6.Cheque
	
	Credit CR
	

	date
	details
	£
	date
	details
	£

	 
	 
	 
	7.09
	Purchase
	700

	 
	 
	 
	 
	 
	 

	30.09
	Balance c/d
	700
	 
	 
	700

	 
	 
	 
	 
	 
	 

	 
	 
	 
	01-Oct
	Balance b/d
	700



	
	Debit DR
	7.Recieveble
	Credit CR
	

	date
	details
	£
	date
	details
	£

	1.09
	Balance b/d
	5000
	9.09
	Bank
	3000

	21.09
	Invoice
	2400
	15.09
	Cash
	2600

	 
	 
	7400
	 
	 
	5600

	 
	 
	 
	30.09
	Balance c/d
	18000

	01-Oct
	Balance b/d
	1800
	 
	 
	 



	
	Debit DR
	8.Petrol
	
	Credit CR
	

	date
	details
	£
	date
	details
	£

	11.09
	Bank
	350
	30.09
	Balance c/d
	350

	 
	 
	 
	 
	 
	 

	 
	 
	350
	 
	 
	350

	 
	 
	 
	 
	 
	 

	01-Oct
	Balance b/d
	350
	 
	 
	 






	
	Debit DR
	9.Insurance
	Credit CR
	

	date
	details
	£
	date
	details
	£

	18.09
	Bank
	450
	30.09
	Balance c/d
	450

	 
	 
	 
	 
	 
	 

	 
	 
	450
	 
	 
	450

	 
	 
	 
	 
	 
	 

	1.Oct
	Balance b/d
	450
	 
	 
	 

	


	Debit DR
	10.Invoice
	Credit CR
	

	date
	details
	£
	Date
	details
	£

	 
	Balance c/d
	2400
	21.09
	Receivable
	2400

	 
	 
	 
	 
	 
	 

	 
	 
	2400
	 
	 
	2400

	 
	 
	 
	 
	 
	 

	 
	 
	 
	01-Oct
	Balance b/d
	2400



	
	Debit DR
	11.Wages
	
	Credit CR
	

	date
	details
	£
	date
	details
	£

	25.09
	Cash
	800
	30.09
	Balance c/d
	800

	 
	 
	 
	 
	 
	 

	 
	 
	800
	 
	 
	800

	 
	 
	 
	 
	 
	 

	01-Oct
	Balance b/d
	800
	 
	 
	 



	
	Debit DR
	12.Advertising
	Credit CR
	

	date
	details
	£
	date
	details
	£

	26.09
	Cash
	500
	30.09
	Balance c/d
	500

	 
	 
	 
	 
	 
	 

	 
	 
	500
	 
	 
	500

	 
	 
	 
	 
	 
	 

	1.Oct
	Balance b/d
	500
	 
	 
	 



	
	Debit DR
	13.Van
	
	Credit CR
	

	date
	details
	£
	date
	details
	£

	1.09
	Balance b/d
	10000
	 
	 
	 

	27.09
	Cash
	8000
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	18000
	30.09
	Balance c/d
	18000

	 
	 
	 
	 
	 
	 

	01-Oct
	Balance b/d
	18000
	 
	 
	 



	
	Debit DR
	14.Loss of selling
	Credit CR
	

	date
	details
	£
	date
	details
	£

	27.09
	Cash
	1000
	30.09
	Balance c/d
	1000

	 
	 
	 
	 
	 
	 

	 
	 
	1000
	 
	 
	1000

	 
	 
	 
	 
	 
	 

	1.Oct
	Balance b/d
	1000
	 
	 
	 



	
	Debit DR
	15.Withraw
	Credit CR
	

	date
	details
	£
	date
	details
	£

	30.09
	Cash
	1200
	30.09
	Balance c/d
	1200

	 
	 
	 
	 
	 
	 

	 
	 
	1200
	 
	 
	1200

	 
	 
	 
	 
	 
	 

	01-Oct
	Balance b/d
	1200
	 
	 
	 



	
	Debit DR
	16.Depreciation
	Credit CR
	

	date
	details
	£
	date
	details
	£

	27.09
	van
	1000
	30.09
	Balance c/d
	1000

	 
	 
	 
	 
	 
	 

	 
	 
	1000
	 
	 
	1000

	 
	 
	 
	 
	 
	 

	01-Oct
	Balance b/d
	1000
	 
	 
	 



	
	Debit DR
	17.Purchase products
	Credit CR
	Credit CR

	date
	details
	£
	date
	details
	£

	7.09
	Cheque
	700
	 
	 
	 

	20.09
	Payable
	1200
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	1900
	30.09
	Balance c/d
	1900

	 
	 
	 
	 
	 
	 

	01-Oct
	Balance b/d
	1900
	 
	 
	 



	
	Debit DR
	18.Payable
	Credit CR
	

	date
	details
	£
	date
	details
	£

	 
	 
	 
	1.09
	Payable b/d
	2000

	 
	 
	 
	20.09
	Purchase products
	1200

	30.09
	Balance c/d
	3200
	 
	 
	3200

	 
	 
	 
	 
	 
	 

	 
	 
	 
	01-Oct
	Balance b/d
	3200




Trial balance



	N
	details
	DR
	CR

	1
	Capital
	 
	21000

	2
	Cash
	 
	15900

	3
	Computer
	1000
	 

	4
	Supplier
	800
	 

	5
	Bank
	14400
	 

	6
	Cheque
	 
	700

	7
	Receivable
	1800
	 

	8
	Petrol
	350
	 

	9
	Insurance
	450
	 

	10
	Invoice
	 
	2400

	11
	Wages
	800
	 

	12
	Advertising
	500
	 

	13
	Van
	18000
	 

	14
	Loss of sell van
	1000
	 

	15
	Withdraw
	1200
	 

	16
	Depreciation
	1000
	 

	17
	Purchase
	1900
	 

	18
	Payable
	 
	3200

	 
	 
	 
	 

	 
	 
	43200
	43200
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