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Task one 

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

2. Salaries accrued £4,000

3. Rent prepaid £500

4. Vehicle maintenance costs owing £200

5. A specific bad debt of £800 is to be written off as irrecoverable

6. The provision for bad debts should be 5% of the closing receivables

7. Depreciation on Furniture is to be provided at 12% per year, on a straight-line basis

8. Depreciation on Vehicles is to be provided at 15%, on a reducing balance basis 

Required

Incorporating the notes above, prepare Cooper’s profit and loss account / income statement for the year ending 31st August 2023 (25 marks) and a balance sheet / statement of financial position as at that date.
Coopers Grocery

Profit and loss account 

Income statement for the year ending 31st of August 2023

	Detail
	£
	£

	Sales
	160,000
	

	Less: sales return 
	(4,000)
	

	Net sales 
	
	156,000

	Cost of goods sold
	
	

	Opening inventory/stock
	3,000
	

	Add: purchase
	95,000
	

	Less: purchase returns
	(5,000)
	

	Net purchases
	93,000
	

	Less: closing inventory 
	(2,000)
	

	Cost of goods sold
	
	(91,000)

	Discounts received 
	
	200

	GROSS profit 
	
	65,200

	Less: other expense 
	
	

	Salaries
	28,000
	

	Add: salaries accrued 
	4,000
	

	Rent
	2,500
	

	Less: rent prepaid 
	(500)
	

	Electricity & gas expense
	1,500
	

	Interest on loan
	1,000
	

	Vehicle maintenance (800)
	1,000
	

	Add: vehicle maintenance costs owing (200)
	
	

	Bad debt expense (800)
	1,110
	

	Add: provision for bad debt (810)
	
	

	Less: opening provision for doubtful debts (500)
	
	

	Depreciation on furniture 
	1,800
	

	Depreciation on vehicles 
(28,500-7,000=21,500x15%)
	3,225
	

	Discounts allowed 
	700
	

	TOTAL Expense 
	
	(44,335)

	NET PROFIT                                                                                                   20,865


Coopers Grocery

Statement of financial positions

(Balance Sheet)

	Detail 
	£
	£

	Non-current assets 
	
	

	Vehicle at cost
	28,500
	

	Less: depreciation (7,000+3,225)
	(10,225)
	18,275

	Furniture
	15,000
	

	Less: depreciation (5,000+1,800)
	(6,800)
	8,200

	TOTAL Non-current Assets
	
	26, 475

	Current assets
	
	

	Receivables (17,000)
	15,390
	

	Less: bad debt (800)
	
	

	Less: provision for bad debt (810) 
	
	

	Bank
	5,000
	

	Closing stock 
	2,000
	

	Rent prepaid 
	500
	

	TOTAL Current Assets
	
	22,890

	TOTAL Assets 
	
	49,365

	Non-current liability 
	
	

	Loan (five years)
	
	10,000

	Current liability 
	
	

	Payables 
	2,300
	

	Vehicle maintenance cost owing 
	200
	

	Salaries 
	4,000
	

	TOTAL Current Liability 
	
	6,500

	TOTAL liability 
	
	16,500

	Owners’ equity
	
	

	Capital 
	25,000
	

	Add: profit
	20,865
	

	Less: drawings
	(13,000)
	

	Ending owners’ equity (OE)
	
	32,865

	TOTAL Liability & OE
	
	49,365


Task two

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 a number of 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.




Required
Create the necessary ledger ‘T’ accounts, and correctly balance them all off (30 marks), and from these balances, construct a trial balance as the end of September 
	Date                               Detail                                                Debit                         Credit

	Sept 2
	Cash
	1
	700
	

	
	Capital
	2
	
	700

	Sept 3
	Office equipment 
	3
	1,000
	

	
	Cash
	1
	
	1,000

	Sept 4
	Supplier (trade payables)
	4
	800
	

	
	Bank account
	5
	
	800

	Sept 7
	Inventory
	6
	700
	

	
	Bank account
	5
	
	700

	Sept 9
	Bank account
	5
	3,000
	

	
	Receivables
	7
	
	3,000

	Sept 11
	Petrol
	8
	350
	

	
	Bank account
	5
	
	350

	Sept 15
	Cash
	1
	2,600
	

	
	Receivables
	7
	
	2,600

	Sept 18
	Insurance 
	9
	450
	

	
	Bank account
	5
	
	450

	Sept 20
	Inventory
	6
	1,200
	

	
	Bank account
	4
	
	1,200

	Sept 21
	Receivables
	7
	2,400
	

	
	Sales
	10
	
	2,400

	Sept 25
	Salary & wages expense 
	11
	800
	

	
	Cash
	1
	
	800

	Sept 26
	Advertising 
	12
	500
	

	
	Cash
	1
	
	500

	Sept 27
	Cash
	1
	8,000
	

	
	Van
	13
	
	10,000

	
	Depreciation expense 
	14
	1,000
	

	
	Loss sales van 
	15
	1,000
	

	Sept 28
	Bank account 
	5
	8,000
	

	
	Cash
	1
	
	8,000

	Sept 30
	Drawings
	16
	1,200
	

	
	Cash
	1
	
	1,200


1. Cash
	Date
	Detail
	£
	Date
	Detail
	£

	Sept 1
	Opening cash balance 
	300
	Sept 3
	Office equipment
	1,000

	Sept 2
	Capital
	700
	Sept 25
	Salary & wages expense 
	800

	Sept 15
	Receivables
	2,600
	Sept 26
	Advertising
	500

	Sept 27
	Van
	8,000
	Sept 28
	Bank account
	8,000

	
	
	
	Sept 30
	Drawings
	1,200

	
	
	11,600
	
	
	11,500

	
	
	
	Sept 30
	Bal c/d
	100

	Oct 1
	Bal b/d 
	100
	
	
	


2. Capital 
	Date
	Detail
	£
	Date
	Detail
	£

	
	
	
	Sept 1
	Opening balance 
	20,300

	
	
	
	Sept 2
	Cash
	700

	
	
	
	
	
	21,000

	Sept 30
	Bal c/d
	21,000
	
	
	

	
	
	
	Oct 1
	Bal b/d
	21,000


3. Office equipment

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 3
	Cash
	1,000
	
	
	

	
	
	
	Sept 30
	Bal c/d
	1,000

	Oct1 
	Bal b/d
	1,000
	
	
	


4. Supplier (trade payables)
	Date
	Detail
	£
	Date
	Detail
	£

	Sept 4
	Bank Account
	800
	Sept 1
	Opening balance 
	2,000

	
	
	
	Sept 20
	Inventory
	1,200

	
	
	800
	
	
	3,200

	Sept 30
	Bal c/d
	2,400
	
	
	

	
	
	
	Oct 1
	Bal b/d
	2,400


5. Bank account 

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 1
	Opening balance 
	7,000
	Sept 4
	Supplier (trade payables)
	800

	Sept 9
	Receivables
	3,000
	Sept 7
	Inventory
	700

	Sept 28
	Cash
	8,000
	Sept 11
	Petrol
	350

	
	
	
	Sept 18
	Insurance 
	450

	
	
	18,000
	
	
	2,300

	
	
	
	Sept 30
	Bal c/d
	15,700

	Oct 1
	Bal b/d
	15,700
	
	
	


6. Inventory

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 7
	Bank account
	700
	
	
	

	Sept 20
	Supplier (payable)
	1,200
	
	
	

	
	
	1,900
	
	
	

	
	
	
	Sept 30
	Bal c/d
	1,900

	Oct 1
	Bal b/d
	1,900
	
	
	


7. Receivables
	Date
	Detail
	£
	Date
	Detail
	£

	Sept 1
	Opening balance 
	5,000
	Sept 9
	Bank account 
	3,000

	Sept 21
	Sales 
	2,400
	Sept 15
	Cash
	2,600

	
	
	7,400
	
	
	5,600

	
	
	
	Sept 30 
	Bal c/d
	1,800

	Oct 1
	Bal b/d
	1,800
	
	
	


8. Petrol

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 11
	Bank account 
	350
	
	
	

	
	
	
	Sept 30
	Bal c/d
	350

	Oct 1
	Bal b/d
	350
	
	
	


9. Insurance 

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 18
	Bank account 
	450 
	
	
	

	
	
	
	Sept 30
	Bal c/d
	450

	Oct 1
	Bal b/d
	450
	
	
	


10. Sales 

	Date
	Detail
	£
	Date
	Detail
	£

	
	
	
	Sept 21
	Receivables 
	2,400

	Sept 30
	Bal c/d
	2,400
	
	
	

	
	
	
	Oct 1
	Bal b/d 
	2,400


11. Salary & wages expense 

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 25
	Cash
	800
	
	
	

	
	
	
	Sept 30
	Bal c/d
	800

	Oct 1
	Bal b/d
	800
	
	
	


12. Advertising

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 26
	Cash
	500
	
	
	

	
	
	
	Sept 30
	Bal c/d
	500

	Oct 1 
	Bal b/d
	500
	
	
	


13. Van 

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 1
	Opening balance 
	10,000
	Sept 27
	Cash
	8,000

	
	
	
	Sept 27
	Depreciation expense
	1,000

	
	
	
	Sept 
	Loss sales van 
	1,000

	
	
	10,000
	
	
	10,000


14. Depreciation expense 

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 27
	Van
	10,000
	Sept 27
	Cash
	8,000

	
	
	
	Sept 27
	Loss sales van
	1,000

	
	
	10,000
	
	
	9,000

	
	
	
	Sept 30
	Balance c/d
	1,000

	Oct 1
	Balance b/d
	1,000
	
	
	


15. Loss sales van
	Date
	Detail
	£
	Date
	Detail
	£

	Sept 27
	Van
	10,000
	Sept 27
	Cash
	8,000

	
	
	
	Sept 27
	Depreciation expense
	1,000

	
	
	10,000
	
	
	9,000

	
	
	
	Sept 30
	Bal c/d
	1,000

	Oct 1 
	Bal b/d
	1,000
	
	
	


16. Drawings

	Date
	Detail
	£
	Date
	Detail
	£

	Sept 30 
	Cash
	1,200
	
	
	

	
	
	
	Sept 30
	Bal c/d
	1,200

	Oct 1
	Bal b/d
	1,200
	
	
	


Trial Balance at 30th of September 2023

	No
	Detail 
	Debit
	Credit 

	1.
	Cash
	100
	

	2.
	Capital
	
	21,000

	3.
	Office equipment
	1,000
	

	4.
	Supplier (trade payables)
	
	2,400

	5.
	Bank account
	15,700
	

	6.
	Inventory
	1,900
	

	7.
	Receivables
	1,800
	

	8.
	Petrol
	350
	

	9.
	Insurance
	450
	

	10.
	Sales
	
	2,400

	11.
	Salary & wages expense 
	800
	

	12.
	Advertising
	500
	

	13.
	Van
	-
	-

	14.
	Depreciation expense 
	1,000
	

	15.
	Loss sales van
	1,000
	

	16
	Drawings
	1,200
	

	            TOTAL
	25,800
	25,800


Task three

In a short, written, essay-style piece of no more than 350 words, describe the concept, (4 marks) application (3 marks), and the evolution of ‘double entry’ accounting (3 marks). 

`Double Entry is a concept used in accountancy in order to record a financial transaction in minimum two accounts. The transaction is recorded using a dual aspect method (for e.g., debit and credit), which means that each debit must have a correspondent, opposite and equal in credit. The double entry system is used in accountancy to reflect the financial situation and position of a company. It is used to create financial statements, in the form of income statements and balance sheets. This double entry system allows a business to track effectively its finances and take better decisions in regards to where they should allocate these resources.
The double entry system can be connected to the 13th and 14th century when the Italian merchants have started using it a model double entry bookkeeping system. Prior to this, merchants have used several other accounting systems. However, these methods did not have the methodical and formal rigorousness to control the financial situation of a business. The double entry system was introduced by Giovanni di Bicci de' Medici, as a bookkeeping system to the Italian bank – called Medici Bank and it was developed by Luca Pacioli. Luca Pacioli has been worldwide recognized as the ‘’Father of Accounting’ because of the book he published in 1494, detailing the concepts of the double entry method. The double entry system has multiple features like always having two parties involved: one is the receiver and the other one is the giver. Another important feature would be that that the double entry accounting system registers the transactions separate from its owners. Double entry booking is considered to reduce fraud as it can keep a trail of registered transactions that were introduced into the general ledger. For example, if the cash balance of a company is too high, the accountant can trace back the transactions registered on the cash account and see if they were introduced correctly. (Walshaw, 2017).
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