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	Income Statement

	For the year ending 31st Aug 2023

	 
	Amount
	Amount

	Sales
	   1,60,000 
	 

	Less: Returns
	         4,000 
	 

	Less: Discount Allowed
	            700 
	 

	Net Sales
	 
	   1,55,300 

	Less: COGS
	 
	 

	Opening stock
	         3,000 
	 

	Add: Purchases
	      95,000 
	 

	Less: Returns
	         5,000 
	 

	Less: Discount Received
	            200 
	 

	Less: Closing inventory
	         2,000 
	      90,800 

	Gross Profit
	 
	   64,500 

	Less: Operating expenses
	 
	 

	Rent                                 
	         2,500 
	 

	Less: Prepaid rent 
	            500 
	 

	 
	         2,000 
	 

	Salaries
	      28,000 
	 

	Add: O/s Salary
	         4,000 
	 

	 
	      32,000 
	 

	Electricity and gas expense
	         1,500 
	 

	Vehicle Maintenance
	            800 
	 

	Add: O/s Maintenance expenses
	            200 
	 

	 
	         1,000 
	 

	Depreciation
	 
	 

	Furniture
	         1,800 
	 

	Vehicle  
	         3,225 
	 

	Provision for bad-debts
	         1,110 
	      42,635 

	Operating profit
	 
	   21,865 

	Less: Interest
	 
	         1,000 

	Profit after interest before tax
	 
	   20,865 



	Working note:
	

	Calculation of Depreciation
	

	Furniture
	 

	Dep on Furniture = 15,000 x 0.12 =
	         1,800 

	Vehicle
	 

	Dep on Vehicle = (28,500 - 7,000) x 0.15 =
	         3,225 

	
	

	
	

	Provision for bad debts
	

	 
	Amount

	Bad-debts
	            800 

	Add: New provision (17,000 - 800) @ 5%
	            810 

	Less: Old Provision
	            500 

	 
	         1,110 



	Balance Sheet

	As on 31st Aug 2023

	 
	 
	Amount
	Amount

	ASSETS
	 
	 
	 

	Current Assets
	 
	 
	 

	Bank
	 
	        5,000 
	 

	Inventory
	 
	        2,000 
	 

	Prepaid rent
	 
	           500 
	 

	Trade receivables
	     17,000 
	 
	 

	Less: Bad debts
	           800 
	 
	 

	Less: Provision (New)
	           810 
	     15,390 
	     22,890 

	 
	 
	 
	 

	Non-current Assets
	 
	 
	 

	Furniture
	     15,000 
	 
	 

	Less: Accumulated Dep
	        6,800 
	        8,200 
	 

	Vehicle
	     28,500 
	 
	 

	Less: Accumulated Dep
	     10,225 
	     18,275 
	     26,475 

	Total Assets
	 
	 
	  49,365 

	 
	 
	 
	 

	EQUITY AND LIABILITIES
	 
	 
	 

	Current Liabilities
	 
	 
	 

	Trade payables
	 
	        2,300 
	 

	O/s Vehicle maintenance
	 
	           200 
	 

	O/s Salaries
	 
	        4,000 
	        6,500 

	 
	 
	 
	 

	Non-Current liabilities
	 
	 
	 

	Loan
	 
	 
	     10,000 

	Total Liabilities
	 
	 
	     16,500 

	 
	 
	 
	 

	Equity
	 
	 
	 

	Capital
	     25,000 
	 
	 

	Less: Drawings
	     13,000 
	     12,000 
	 

	Retained earnings
	 
	     20,865 
	     32,865 

	Total Equity and Liability
	 
	 
	  49,365 
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Ledger T account
	Capital account

	Date 
	Debit
	Amount
	Date 
	Credit
	Amount

	01-Sep-23
	Opening balance
	20300
	30-Sep-23
	Closing balance
	21000

	02-Sep-23
	Additional capital
	700
	 
	 
	 

	
	
	
	
	
	

	Van account

	Date 
	Debit
	Amount
	Date 
	Credit
	Amount

	01-Sep-23
	Opening balance
	10000
	27-Sep-23
	Sale of van
	9000

	30-Sep-23
	Closing balance
	1000
	 
	 
	 

	
	
	
	
	
	

	Bank account

	Date 
	Debit
	Amount
	Date 
	Credit
	Amount

	01-Sep-23
	Opening balance
	7000
	07-Sep-23
	Purchase products (cheque)
	700

	 
	Deposit from van sale
	6000
	 
	 
	 

	09-Sep-23
	Receivable payment
	3000
	 
	Payment to supplier
	800

	30-Sep-23
	Closing balance
	14500
	 
	 
	 

	 
	 
	 
	 
	 
	 

	
	
	
	
	
	

	Cash account

	Date 
	Debit
	Amount
	Date 
	Credit
	Amount

	01-Sep-23
	Opening balance
	300
	26-Sep-23
	Advertisement payment (cash)
	500

	30-Sep-23
	Closing balance
	1400
	30-Sep-23
	Personal cash withdrawal
	1200

	
	
	
	
	
	

	Receivables Account

	Date 
	Debit
	Amount
	Date 
	Credit
	Amount

	01-Sep-23
	Opening balance
	5000
	21-Sep-23
	Invoiced new customer
	2400

	09-Sep-23
	Receivable payment (bank)
	3000
	 
	 
	 

	30-Sep-23
	Closing balance
	5600
	 
	 
	 

	
	
	
	
	
	

	Payables Account

	Date 
	Debit
	Amount
	Date 
	Credit
	Amount

	30-Sep-23
	Closing balance
	2000
	01-Sep-23
	Opening balance
	2000



	Trial balance

	Account
	DR
	CR

	Capital account
	 
	24500

	Van account
	1000
	 

	Bank account
	14500
	 

	Cash account
	1400
	 

	Receivables Account
	5600
	 

	Payables Account
	2000
	 

	 Total
	24500
	24500
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Concept
The double entry accounting is a concept that is process of systematic way to record the financial transactions which assure that each entry has the two corresponding aspects including debit and credit. This is one of the key principles that shows the idea that for each action there is an equal and opposite reaction to assure an equal balance (Faccia, and Mosteanu, 2019). Under this method, each transaction affects to two accounts and sum of the debit needs to equal to the credit. The accounting equation includes the foundation of the double entry accounting and detailed representation of the concept that expands in the complex and multi item presentation of the balance sheet. The balance sheet that is based on the double entry accounting system should have total assets equal to the sum of the liabilities and equities. 
Application
The key purpose of this system is to assure that the accounts of the company remain balanced and can be applied to show an exact image of the current performance to the stakeholders (Ovunda, 2015). Below is the discussion of the application of this concept has been done:
· Businesses: This is a base of the financial accounting and applied by the companies of all size to monitor and record the financial performance. This concept enables the companies to make corrective and reliable financial reports (Sangster, 2016).
· Government and NGOs: The public companies like the government entities use the double entry accounting to handle the transparency of the finances and public funds. It is important to assure the accountability.
Evolution 
This concept has been used for at least hundreds of the years because the accounting played a key role in the companies and society. The modern double entry bookkeeping system can be seen to the 13th to 14th centuries when this began to use by Italian merchants (Im, Lee, and Lim, 2018). The 1st known documentation of this system was firstly recorded in the year 1494 by Luca Pacioli who is known as the father of accounting because of the book published. 
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