Preparation of financial statement 
There should be three line heading for each statement 
First line—name of the business 
Second line—name of the statement 
Third line -time 

DYK
Profit and loss account
For the period ended on 31st of Dec, 2022
	 Details 
	£
	£ 

	Sales 
	450
	

	Less: Sales returns 
	(75)
	

	Net sales 
	
	375 

	Less: Cost of goods sold (COGS) 
	
	

	Beginning stock/inventory 
	0
	

	Add: Purchase 
	250
	

	Less: Purchase returns 
	(50)
	

	Less: ending/closing stock/inventory 
	0
	

	COGS 
	
	(200)

	GROSS PROFIT 
	
	175 

	Less: Expenses:
	
	

	Motor expense 
	180
	

	Carriage outward 
	20
	

	Heat and light 
	45
	

	Telephone 
	45
	

	Postage 
	20
	

	Total expenses 
	
	(310)

	NET LOSS 
	
	(135)

	Less: tax @30%
	
	(xxx)

	Profit after tax
x 
	
	











A=L+C 

DYK
Balance sheet
As at 31st of Dec, 2022
	Details 
	£
	£

	Non-current assets : 
	
	

	Motor vehicles 
	800
	

	Less: depreciation 
	(xxx)
	

	Total non current asset 
	
	800

	Current asset 
	
	

	Bank 
	990 
	

	Trade receivables 
	135
	

	Total current asset 
	
	1125

	Total assets 
	
	1925.

	Liability and capital 
	
	

	Non-current liability 
	0
	0

	Current liability 
	
	

	Trade payables 
	60 
	

	Total current liability 
	
	60

	Total liability 
	
	60

	Capital 
	2000
	

	Add: net profit 
Less: net loss
Less: Drawings 
	
(135)
	

	Ending capital balance 
	
	1865

	Total liability and capital 
	
	1925














Practice sample 2
Profit and loss statement 
For the period ended on 31st December 2022 
	Details 
	£
	£ 

	Sales 
	352,000
	

	Less: sales returns 
	(2,000)
	

	Net sales 
	
	350,000

	Less: Cost of goods sold (COGS)
	
	

	Opening inventory 
	20,000
	

	Add: purchases 
	240,000
	

	Less: purchase returns 
	(2,000)
	

	Less: Ending inventory 
	(26,000)
	

	COGS
	
	(232,000)

	Gross profit 
	
	118,000

	Less: expenses 
	
	

	Salaries 
	47,000
	

	Electricity (3000+1500)
	4500
	

	Gas and water 
	2,000
	

	Office expense 
	27,000
	

	Rates (12,000-2,000)
	10,000
	

	Bad debt expense 
	1,000
	

	Depreciation expense for office equipment 
	2,100
	

	Total expenses 
	
	(93,600)

	Net profit 
	
	24,400

	
	
	













Practice sample 2
Balance sheet
As at 31st December 2022
	Details 
	£
	£

	Non-current assets 
	
	

	Vehicles 
	12,000
	

	Office equipment (21,000-2,100)
	18,900
	

	Total non-current asset 
	
	30,900

	Current assets 
	
	

	Bank 
	700
	

	Receivables (61,000-1,000)
	60,000
	

	Closing inventory 
	26,000
	

	Prepaid rates 
	2,000
	

	Total current assets 
	
	88,700

	Total assets 
	
	119,600

	Liabilities and capital 
	
	

	Non current liability 
	0
	0

	Current liability 
	
	

	Trade payables 
	21,000
	

	Electricity owing 
	1,500
	

	Total current liability 
	
	22,500

	Total liability 
	
	22,500

	Capital 
	85,000
	

	Add: net profit 
	24,400
	

	Less: drawings 
	(12,300)
	

	Ending capital 
	
	97,100

	Liability and capital 
	
	119,600



Some more practices





#
#



Trial balance 31,12,2022
Motor vehicles 		25,000
 Accumulated deprecation 			 5000
				Furniture 		 10,000	
				Accumulated depreciation  		  2000
Adjustment 
1. Provide depreciation on motor vehicle 20% on reducing balance method. 
2. Provide deprecation on furniture 15% on straight line method 
3. For motor vehicles, dep= 25,000-5000=20,000@20%= 4,000
4. For furniture, dep= 10,000@15%= 1,500
Profit and loss statement 
Deprecation expense :
For motor vehicles 	4,000
For furniture 		1500 
What and how we will show it in balance sheet ?
Non current asset:
Motor vehicle		 	25,000
Less: Acc.dep (5,000+4,000)        (9,000)		16,000 
Furniture   			10,000
Less: Acc.dep (2,000+1500)	(3500)		6500 
Total non current asset 					22,500 
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