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Introduction
As accounting is fundamental to the business, all related issues in accounting must be recognized by the accountants. In accounting, there is a complete accounting cycle that is mandatorily followed. The report will show the double-entry system and its application in business. It will include the ledger and its importance; it will also depict the T account of the ledger, which is followed in recording transactions. Here, the income statement and balance sheet will be prepared for the company.
Cost accounting
Cost accounting is one of the most important types of accounting, which is the process of determining the costs of the products of a business (Drury, 2018). Using cost accounting, the expenses of the business are recorded, classified, and allocated, and then the financial statement of the business is prepared. Cost accounting is used to determine the costs of goods and services provided. Also, it helps to present cost data to control the costs of the business and guide the management. So, cost accounting works with unit costs of production, costs related to jobs, costs related to processes and orders, and costs related to services (Jiambalvo, 2019). Ultimately, the production and sales costs of the business are dealt with through cost accounting. The characteristics of cost accounting are given below:
· It is one of the fields of accounting and a process for determining costs.
· It provides data for the upper-level management to make decisions.
· It provides data to make budgets for future purposes.
· It provides data to prepare standard costs and budgets for the business.
· It helps the business fix the price of products.
· It is a tool of efficiency in unit cost production.
The objectives and importance of cost accounting 
The objectives and importance of cost accounting are given below:
Objectives of cost accounting
· It classifies the costs of business.
· It controls the cost of the business.
· It determines the price of the goods and services.
· It fixes the standards of the goods and services.
The importance of cost accounting
· It measures and improves the efficiency of the costs of the business.
· It identifies the non-profitable activities of the business.
· It fixes the prices of goods and services for the business.
· It helps reduce the price of goods and services.
· It has control over the stock of goods in the business.
· It helps the business evaluate the causes of business losses.
· It helps the business make future plans.


Sole trader business
A sole-trader business is the simplest and easiest business because it is operated by the owner and has fewer formalities (Formosa, 2018). Anyone can start a sole-trader business with limited capital at any time. Advantages and disadvantages of the sole-trader business
Advantages
Less formalities: To start a sole-trader business, it is required to maintain fewer formalities than any other business.
Less capital: To start a sole-trader business, it takes less capital. Anyone can start a sole-trader business with limited capital.
Privacy: As the owner is all-in all in the sole-trader business, maintaining privacy in the business is easy.
Simple operations: The operations of the sole trader business are simple. It does not have any complex business operations like a limited company.
Owner of the profit: The whole profit of the sole trader business will be consumed by the owner of the sole trader business.
Change the business structure: It is easy to change the business structure of a sole-trader business anytime into other business structures.
Disadvantages
As the owner of the sole-trader business will enjoy huge benefits from the business, s/he will also face some disadvantages. Here are the disadvantages of a sole-trader business.
Unlimited liability: As there is only one person in the sole proprietorship business, he has to bear all of the liabilities of the business, and this liability is unlimited for the business Formosa, 2018).
Limited capital: The owner of the business has less capacity to collect capital from different sources. Family, friends, and oneself are the sources of capital.
Taking all responsibilities: the owner has to take all the business responsibilities in daily business operations.
Poor management: It is possible to have a poor management system in a sole-trader business because the owner has to maintain all of the business tasks.
Work-life balance: It is difficult for the sole trader to maintain the balance between the work of the business and his life. Because he has to spend his maximum amount of time in his business doing business work,
Business continuity: As a sole proprietor, the business can be started at any time, so it can be dismissed by the owner of the business at any time when the owner feels it is not to continue any more (Godfrey, Hodgson, & Holmen, 2016). So, the continuity of the sole-trader business is limited.
Profit and Loss account
Income statement
An income statement is a statement that includes the incomes and expenditures of the business and determines its profitability. To know the business loss and profit for a certain year, an income statement is prepared. In the income statements, all the income of the business, like sales revenue, and all other operating and non-operating incomes are included (Godfrey, Hodgson, & Holmen, 2016). Expenses like purchases, operating expenses, and non-operating expenses are included in the statement. So, step by step, all the incomes and expenses are included in the statement to determine the profitability of the business.
                                         Coopers Grocery
Income statement
For the end of the year
	Profit and Loss Account
	
	
	

	Particulars
	Amount ($)
	Amount ($)
	Amount ($)

	Sales
	
	160,000
	

	Less: Sales return
	
	4,000
	

	Net Sales
	
	
	156,000

	COGS
	
	
	

	Opening inventory
	
	3,000
	

	Purchase
	95,000
	
	

	Less Purchase return
	5,000
	
	

	Net purchase
	
	90000
	

	Less: Closing inventory
	
	2000
	

	COGS
	
	
	91,000

	Revenue
	
	
	65,000

	Operating expense
	
	
	

	Rent
	2500
	
	

	Less: prepaid
	500
	2000
	

	Salaries
	28000
	
	

	Add: accrued
	4000
	32000
	

	Discount allowed
	
	700
	

	Bad debts
	800
	
	

	Add: New bad debt provision
	810
	
	

	Less: Old bad debt provision
	500
	1110
	

	
	
	
	

	Interest on Loan
	=
	1000
	

	Electricity and gas expense
	
	1500
	

	Vehicle expense
	800
	
	

	Add: Accrued
	200
	1000
	

	Depreciation on furniture
	
	1800
	

	Depreciation on vehicle
	
	4275
	

	Total operating expenses
	
	
	45385

	Operating income
	
	
	19,615

	other income
	
	
	

	Discount received
	
	
	200

	Net income
	
	
	19,815



Balance Sheet
A balance sheet is a statement that includes the assets, liabilities, and equity of the business to determine its financial position (Horngren, Harrison, & Jones, 2015). It is necessary that the business know its financial position at the end of the year, and so it prepares the balance sheet. From the balance sheet, the business can understand its current assets, long-term assets, current liabilities, long-term liabilities, and the equities of the business.

                                                Coopers Grocery
Income statement
For the end of the year

	
	Balance Sheet
	

	Particulars
	Amount ($)
	Amount ($)
	Amount ($)

	Assets
	
	
	

	Short term-assets
	
	

	Bank balance
	5,000
	

	Closing inventory
	2000
	

	Prepaid rent
	500
	

	Trade receivables
	17,000
	
	

	Less: bad debt
	800
	
	

	Less: provision for bad debt
	810
	15,390
	

	Total current assets
	
	22,890

	Long-term assets
	
	

	Furniture
	15,000
	
	

	Less: Depreciation
	6800
	8,200
	

	Vehicle
	28,500
	
	

	Less: Depreciation
	11275
	17,225
	

	Total long-term assets
	25,425

	Total assets
	
	48,315

	Liabilities and equity
	

	Current liabilities
	
	

	
	
	
	

	Trade payables
	2300
	

	
	
	
	

	Accrued salary
	4000
	

	Accrued vehicle maintenance cost
	200
	

	Total current liabilities
	6500

	Long-term liability
	
	

	Loan
	
	
	10000

	Equity
	
	
	

	Capital
	
	25,000
	

	Less: drawing
	13000
	

	Add: net income
	19,815
	

	Net equity
	
	31,815

	Total liabilities and equity
	48,315



Ledger and T accounts
Ledger is an account book and an important part of the accounting cycle; without it, the whole accounting cycle will be incomplete (Horngren, Harrison, & Jones, 2015). A ledger is a book where business transactions are recorded in a particular account sequentially. A journal book helps to prepare a ledger book easily. To prepare the ledger book, the double-entry principle is followed because it helps the transactions separate into two accounts. The ledger book analyzes the transactions based on debit and credit methods and separates each transaction according to accounting principles (Jeter and Chaney, 2019). The similar accounts of the business are recorded under one account, and so on. It helps the business identify all accounts and prepare a trial balance for the business. Without the ledger book in the accounting cycle, the trial balance and financial statement of the business will be impossible. The importance of a ledger is given below:
· It helps to gather financial information.
· It helps to show the financial position of the business.
· It identifies the classified accounts of the business.
· It makes the trial balance easy.
· It separates all business transactions.
· It analyzes the business transactions.
· It gives a final result for similar accounts.
· It helps to prepare a financial account.
A ledger can be prepared in two formats, like the T-Account ledger and the balancing format. Each of the formats is easy, but mostly the T account ledger format is used in business transactions. The T account format is likely the shape of the English letter T, which presents the general ledger. In the T account, the business transactions are recorded properly. In the T account format, there are two sides: one side is debit and another side is credit. On the left side, the debit is positioned, and on the right side, the credit is positioned (Jeter and Chaney, 2019). By listing each of the transactions in the T account, the final balance of the accounts is determined. The final balance of the accounts is used to prepare the trial balance, which helps summarize the accounts and prepare the financial statement of the business.
	Dr.
	
	Cash
	
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount 

	2-Sep
	Capital
	
	700
	3-Sep
	Computer
	1000

	15-Sep
	Receivables
	2600
	25-Sep
	Wage expense
	800

	27-Sep
	Van sale
	
	8000
	26-Sep
	Advertisement
	500

	
	
	
	
	28-Sep
	Bank
	
	6000

	
	
	
	
	30-Sep
	Drawing 
	
	1200

	
	
	
	
	30-Sep
	Bal c/d
	
	1800

	
	
	
	11300
	
	
	
	11300

	Oct 1 
	Bal b/d
	
	1800
	
	
	
	



	Dr.

	
	Purchase
	
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	7-Sep
	Bank
	
	700
	
	
	
	



	Dr.
	
	Receivables
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	21-Sep
	Sales
	
	2400
	9-Sep
	Bank
	
	3000

	31 Sep 
	Bal c/d
	
	3200
	15-Sep
	Cash
	
	2600

	
	
	
	5600
	
	
	
	5600

	
	
	
	
	Oct 1
	Bal b/d
	
	3200



	Dr.
	
	
	Oil Expense
	
	
	Cr.

	Date
	Description
	JP
	Amount
	Date
	Description 
	JP
	Amount

	11-Sep
	Bank
	
	350
	
	
	
	



	Dr.
	
	
	Insurance
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	18-Sep
	Bank
	
	450
	
	
	
	



	Dr.
	
	Purchase
	
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	20-Sep
	Payable
	
	1200
	
	
	
	



	Dr.

	
	Wage expense
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	25-Sep
	Cash
	
	800
	
	
	
	



	Dr.

	
	Advertisement
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	26-Sep
	Cash
	
	500
	
	
	
	



	Dr.
	
	Capital
	
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	
	
	
	
	2-Sep
	Cash
	
	700



	Dr.
	
	Computer
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	3-Sep
	Cash
	
	1000
	
	
	
	



	Dr.
	
	Payable
	
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	4-Sep
	Bank
	
	800
	20-Sep
	Purchase
	
	1200



	Dr.
	
	Bank
	
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	9-Sep
	Receivables
	3000
	4-Sep
	Payable
	
	800

	28-Sep
	Cash
	
	6000
	7-Sep
	Purchase
	
	700

	
	
	
	
	11-Sep
	Oil expense
	350

	
	
	
	
	18-Sep
	Insurance
	450

	
	
	
	
	31 Sep
	Bal c/d
	
	6700

	
	
	
	9000
	
	
	
	9000

	Oct 1
	Bal b/d
	
	6700
	
	
	
	



	Dr.
	
	
	Van Sale
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	
	
	
	
	27-Sep
	Cash
	
	8000



	Dr.
	
	
	Drawing 
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	30-Sep
	Cash
	
	1200
	
	
	
	



	Dr.
	
	Sales
	
	
	
	
	Cr.

	Date
	Description 
	JP
	Amount
	Date
	Description 
	JP
	Amount

	
	
	
	
	21-Sep
	Receivables
	2400


Trial balance
Trial balance is a bookkeeping method that is used to test whether all the accounts are determined in the ledger (Kemp and Waybright, 2015). It also summarizes the accounts of the ledgers based on the debit and credit sides. Including the debit accounts on the debit side and the credit accounts on the credit side, the test of accounts is done, and when the sum of the debit side and the credit side is equal, it means that the accounts are okay, and there is no mistake. Following the trial balance, the income statement and balance sheet of the business are prepared.
Trial balance based on September’s transactions
	SL
	Particulars
	Debit
	Credit

	1
	Cash
	
	1800
	

	2
	Purchase
	
	700
	

	3
	Receivables
	-3200
	

	4
	Oil expenses
	350
	

	5
	Insurance
	450
	

	6
	Purchase
	
	1200
	

	7
	Wage expense
	800
	

	8
	Advertisement 
	500
	

	9
	Capital
	
	
	700

	10
	Computer
	1000
	

	11
	Payable
	
	
	400

	12
	Bank
	
	6700
	

	13
	Van Sale
	
	
	8000

	14
	Drawing
	
	1200
	

	15
	Sales 
	
	
	2400

	
	
	
	11500
	11500




Corrected trial balance
	SL
	Particulars
	Debit
	Credit

	1
	Cash
	
	2100
	

	2
	Purchase
	
	700
	

	3
	Receivables
	1800
	

	4
	Oil expenses
	350
	

	5
	Insurance
	450
	

	6
	Purchase
	
	1200
	

	7
	Wage expense
	800
	

	8
	Advertisement 
	500
	

	9
	Capital
	
	
	21,000

	10
	Computer
	1000
	

	11
	Payable
	
	
	2400

	12
	Bank
	
	13700
	

	13
	Van Sale
	
	
	8000

	14
	Drawing
	
	1200
	

	15
	Sales 
	
	
	2400

	
	Van
	
	10000
	

	
	
	
	33800
	33800



Double-entry system
The Italian merchants started to use the double-entry system in the 13th and 14th centuries. Luca Pacioli is the man who first recorded the documentation of the double entry system in 1494 (Kemp and Waybright, 2015). That’s why he is the father of accounting.
The double-entry system is an important element and method of financial accounting. It means that each business transaction has equal and opposite accounts. The accounts are listed with similar amounts on the debit side and the credit side. The double-entry system is called the golden rule of accounting because it follows a standard formula: assets = liabilities + equity. The double-entry system helps to enter business transactions on the debit and credit sides. The debit side refers to the increase of the assets or decrease of the liabilities of the business. Again, the credit side refers to the increase in liabilities and income and the decrease in assets. Following the debits and credits, the transactions are recorded, and the debit side of the accounts is balanced with the credit side (Needles Jr, 2017). In this way, the double-entry system helps the business transaction to be recorded accurately and to prepare the financial statement of the business properly. The advantages of a double-entry system are given below:
· It provides a clear picture of the financial position of the company.
· It helps the business find the fraud and errors in the transactions.
· It helps the business with decision-making.
· It helps to identify the business account.
· It helps the business prepare its income statement and financial statements.
Application of the double-entry system
The double-entry system is important for the business, and this is applicable to each of the business transactions. Each of the business transactions has two accounts; one is to be placed on the debit side and the other on the credit side. The underlying formula Assets = liabilities + equity is the main practice of the double-entry system. In equity, there are four types of accounts: income, expenses, withdrawals, and capital. So, assets, liabilities, capital, revenue, expenses, and withdrawal-related accounts of transactions are identified and recorded in the book (Needles Jr, 2017). Say, for example, that XYZ company started a business with $100,000. According to the double entry system, this will be separated and recorded as cash on the debit side and capital on the credit side with a similar amount. Here, cash increases the assets, and capital increases the equity of the business.


Conclusion
In the report, a complete financial statement, including the profit and loss account and balance sheet, is prepared. Again, the importance of ledger, trial balance, double entry system, and cost accounting in business is described properly so that an accountant can understand them. The double-entry system is an important element and method of financial accounting. It means that each business transaction has equal and opposite accounts. The underlying formula, Assets = Liabilities + Equities, is the main practice of the double-entry system.
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