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[bookmark: _Toc149568946]Introduction 
In this assignment, the three different tasks related to different parts of financial accounting will be applied and discussed, including the preparation of the balance sheet and income statement, the preparation of the T accounts and trail balance and the essay about double-entry accounting. 

[bookmark: _Toc149568947]Task One 
	Income statement for the year ending 31st August 2023

	Particulars
	Amount (£)
	Amount (£)

	Sales 
	160000
	 

	Less: Sales Returns 
	4000
	 

	less: Discount Allowed 
	700
	 

	Net Sales 
	 
	155300

	Less: Cost of Goods Sold (Note 1)
	 
	90800

	Gross Profit 
	 
	64500

	Less: 
	 
	 

	Rent 
	 
	2500

	Salaries
	28000
	 

	Add: Salary accrued 
	4000
	32000

	Electricity and gas expenses 
	 
	1500

	Vehicle Maintenance
	800
	 

	Add: Accrued Vehicle Maintenance 
	200
	1000

	Depreciation on Furniture (Note 2)
	 
	1800

	Depreciation on Vehicle (Note 3)
	 
	3225

	Bad Debt 
	800
	 

	Less: Opening Provision for doubtful debts
	500
	 

	Add: New Provision for bad debt @ 5%
	850
	1150

	EBIT 
	 
	21325

	Interest on Loan 
	 
	1000

	Net Profit 
	 
	20325


Note 1
	Calculation of Cost of Goods Sold

	Particulars
	Amount (£)

	Purchase 
	95000

	Less: Purchase Returns 
	5000

	Add: Opening inventory 
	3000

	Less: Closing inventory 
	2000

	Less: Discount Received 
	200

	Cost of Goods Sold 
	90800



Note 2 
	Calculation of Depreciation on Furniture

	Particulars
	Amount (£)

	A. Furniture 
	15000

	Depreciation on Furniture (A*12%)
	1800



Note 3 
	Calculation of Depreciation on Vehicle

	Particulars
	Amount (£)

	A. Vehicles at cost 
	28500

	B. Accumulated Depreciation on vehicles
	7000

	Depreciation on Van  ((A-B)*15%)
	3225




	Statement of financial position as at 31st August 2023

	Particulars
	Amount (£)
	Amount (£)

	Assets 
	 
	 

	Current Assets 
	 
	 

	Bank Balance 
	5000
	 

	Less: Prepaid rent 
	500
	4500

	Trade Receivables 
	17000
	 

	Less: Bad Debt 
	800
	 

	Less: New Provision 
	850
	15350

	Inventory 
	 
	2000

	Rent Prepaid 
	 
	500

	Total Current Assets 
	 
	22350

	Noncurrent Assets 
	 
	 

	Furniture 
	15000
	 

	Less: Accumulated Depreciation on Furniture 
	5000
	 

	Less: Depreciation for the year 
	1800
	8200

	Vehicles at cost 
	28500
	 

	Less: Accumulated Depreciation on vehicles
	7000
	 

	Less: Depreciation for the year 
	3225
	18275

	Total Noncurrent Assets 
	 
	26475

	Total Assets 
	 
	48825

	Liabilities 
	 
	 

	Current Liabilities 
	 
	 

	Trade Payables 
	 
	2300

	Salary Payables 
	 
	4000

	Vehicles Maintenance Payables 
	 
	200

	Total Current Liabilities
	 
	6500

	Noncurrent Liabilities 
	 
	 

	Loan (five years)
	 
	10000

	Total Noncurrent liabilities 
	 
	10000

	Total Liabilities 
	 
	16500

	Net Assets 
	 
	32325

	Equity 
	 
	 

	Capital 
	25000
	 

	Less: Drawings 
	13000
	 

	Add: Net Profit 
	20325
	32325

	Total Equity
	 
	32325

	Total Liabilities and Equity 
	 
	48825




[bookmark: _Toc149568948]Task Two 
T- Accounts 
	Capital

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	 
	 
	 
	01-Sep-23
	Balance B/D
	20300

	 
	 
	 
	02-Sep-23
	Cash 
	700

	30-Sep-23
	Balance C/D
	21000
	 
	 
	 

	 
	Total 
	21000
	 
	Total 
	21000



	Van

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	01-Sep-23
	 Balance B/D 
	10000
	27-Sep-23
	Depreciation on Van 
	112.5

	 
	 
	 
	27-Sep-23
	Loss on Sales of Van 
	887.5

	 
	 
	 
	27-Sep-23
	Cash Balance 
	8000

	 
	 
	 
	30-Sep-23
	Balance C/D 
	1000

	 
	Total 
	10000
	 
	Total 
	10000




	Bank Balance

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	01-Sep-23
	 Balance B/D 
	7000
	04-Sep-23
	Payables 
	800

	09-Sep-23
	Receivables 
	3000
	07-Sep-23
	Purchase 
	700

	28-Sep-23
	Cash Balance 
	6000
	11-Sep-23
	Energy Cost 
	350

	 
	 
	 
	18-Sep-23
	Insurance 
	450

	 
	 
	 
	30-Sep-23
	Balance C/D
	13700

	 
	Total 
	16000
	 
	Total 
	16000




	Cash Balance

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	01-Sep-23
	 Balance B/D 
	300
	03-Sep-23
	Computer 
	1000

	02-Sep-23
	Capital 
	700
	25-Sep-23
	Wages
	800

	15-Sep-23
	Receivables 
	2600
	26-Sep-23
	Advertisement Expenses 
	500

	27-Sep-23
	Van
	8000
	28-Sep-23
	Bank Balance 
	6000

	 
	 
	 
	30-Sep-23
	Cash Balance 
	1200

	 
	 
	 
	30-Sep-23
	Balance C/D
	2100

	 
	Total 
	11600
	 
	Total 
	11600




	Receivables

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	01-Sep-23
	Balance B/D 
	5000
	09-Sep-23
	Bank Balance 
	3000

	21-Sep-23
	Sales 
	2400
	15-Sep-23
	Cash Balance 
	2600

	 
	 
	 
	30-Sep-23
	Balance C/D
	1800

	 
	Total 
	7400
	 
	Total 
	7400




	Payables

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	04-Sep-23
	Bank Balance 
	800
	01-Sep-23
	Balance B/D
	2000

	 
	 
	 
	20-Sep-23
	Purchase 
	1200

	30-Sep-23
	Balance C/D
	2400
	 
	 
	 

	 
	Total 
	3200
	 
	Total 
	3200




	Computer

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	03-Sep-23
	Cash 
	1000
	 
	 
	 

	 
	 
	 
	30-Sep-23
	Balance C/D
	1000

	 
	Total 
	1000
	 
	Total
	1000



	Purchase

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	07-Sep-23
	Bank Balance 
	700
	 
	 
	 

	20-Sep-23
	Bank Balance 
	1200
	 
	 
	 

	 
	 
	 
	30-Sep-23
	Balance C/D
	1900

	 
	Total 
	1900
	 
	Total 
	1900




	Energy Cost

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	11-Sep-23
	Bank Balance 
	350
	 
	 
	 

	 
	 
	 
	30-Sep-23
	Balance C/D
	350

	 
	Total 
	350
	 
	Total 
	350




	Insurance

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	18-Sep-23
	Bank Balance 
	450
	 
	 
	 

	 
	 
	 
	30-Sep-23
	Balance C/D
	450

	 
	Total 
	450
	 
	Total 
	450



	Sales

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	 
	 
	 
	21-Sep-23
	Receivables 
	2400

	30-Sep-23
	Balance C/D
	2400
	 
	 
	 

	 
	Total 
	2400
	 
	Total 
	2400



	Wages

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	25-Sep-23
	Cash Balance 
	800
	 
	 
	 

	 
	 
	 
	30-Sep-23
	Balance C/D
	800

	 
	Total 
	800
	 
	Total 
	800



	Advertisement Expense

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	26-Sep-23
	Cash Balance 
	500
	 
	 
	 

	 
	 
	 
	30-Sep-23
	Balance C/D
	500

	 
	Total 
	500
	 
	Total 
	500




	Drawings

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	30-Sep-23
	Cash Balance 
	1200
	 
	 
	 

	 
	 
	 
	30-Sep-23
	Balance C/D
	1200

	 
	Total 
	1200
	 
	Total 
	1200




	Depreciation on Van

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	27-Sep-23
	Van
	112.5
	 
	 
	 

	 
	 
	 
	30-Sep-23
	Balance C/D
	112.5

	 
	Total 
	112.5
	 
	Total 
	112.5



Note 1 
It should be noted that depreciation on the van sold is calculated @ 15% on the book value of the used van, amounting to £9000. 

	Loss on Sales of Van

	Debit (Dr)
	Credit (Cr)

	Date
	Description
	Amount (£)
	Date
	Description
	Amount (£)

	27-Sep-23
	Van
	887.5
	 
	 
	 

	 
	 
	 
	30-Sep-23
	Balance C/D
	887.5

	 
	Total 
	887.5
	 
	Total 
	887.5

	 
	 
	 
	 
	 
	 



Trail Balance 
	Trail Balance as at 30 September 2023

	Particulars
	Amount (£)
	Amount (£)

	Capital 
	 
	21000

	Cash Balance 
	2100
	 

	Bank Balance
	13700
	 

	Receivables 
	1800
	 

	Payables 
	 
	2400

	Computer
	1000
	 

	Purchase 
	1900
	 

	Energy Cost 
	350
	 

	Insurance 
	450
	 

	Sales 
	 
	2400

	Wages 
	800
	 

	Advertisement Expense
	500
	 

	Drawing
	1200
	 

	Van 
	1000
	 

	Depreciation on Van 
	112.5
	 

	Loss on Sales of Van
	887.5
	 

	 
	25800
	25800




[bookmark: _Toc149568949]Task Three 
[bookmark: _Toc149568950]3.1 Introduction 
Some accounting concepts are used to record financial transactions, and one of these is ‘double entry’ accounting. This ‘double entry’ accounting concept will be discussed here. 
[bookmark: _Toc149568951]3.2 Description of the ‘double entry’ accounting concept
The ‘double entry’ accounting concept refers to the concept which tells that each financial transaction has equal and opposite effects through atleast two different accounts (Beretta and Cencini, 2020). This means that each financial transaction affects the debit and credit sides equally. This concept is based on the following equation. 
Assets = Liabilities + Equity 
This means the total assets of the firm are equal to the total liabilities and total equity of the firm.  So, debit, represented by assets, equals credit, represented by liabilities and equity. 
[bookmark: _Toc149568952]3.3 Application of the ‘double entry’ accounting concept
Under the ‘double entry’ accounting concept, the accounts are divided into seven types: revenue, expenses, liabilities, assets, equity, gains and losses. When this ‘double entry’ accounting concept is applied, if accounts related to assets or losses or expenses are debited under it, then the balances of these accounts increase, and if it is credited, they decrease. This also means when accounts related to gains, revenue, equity and liabilities are credited, the balances of these accounts increase, when these accounts are debited, those balances decrease. In the end, under the application of the ‘double entry’ accounting concept, the debit side of the firm should be equal to the credit side of it (Kanojia and Shah, 2023). 
[bookmark: _Toc149568953]3.4 Evolution of the ‘double entry’ accounting concept
The simpler version of the ‘double entry’ accounting concept can be traced back to the Romans and early Medieval Middle Eastern civilisation. However, the evolution of that simpler version to the modern ‘double entry’ accounting concept or system used currently happened in 14th Century when Italian Merchants used it. The first known documentation of this modern version was recorded in 1494 by Luca Pacioli (Iyenhen and Sabit, 2023). 
[bookmark: _Toc149568954]3.5 Conclusion
All these above discussions showed what the ‘double entry’ accounting concept refers to, how it is applied and its evolution. 

[bookmark: _Toc149568955]Conclusion 
In this assignment, three tasks were completed, including preparing financial statements, preparing T-accounts and Trail Balance and an essay about the ‘double entry’ accounting concept. 
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