



 Task 1 (50 marks)ACCOUNTING FUNDAMENTIALS


     
BA Business Management                                                                                            LCBB4001_BIRM                                                         Dr Yousuf Kamal                                                                                            Georgi Dimitrov                                                          Student number                                                            2230344


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
1. Salaries accrued £4,000
1. Rent prepaid £500
1. Vehicle maintenance costs owing £200
1. A specific bad debt of £800 is to be written off as irrecoverable
1. The provision for bad debts should be 5% of the closing receivables
1. Depreciation on Furniture is to be provided at 12% per year, on a straight-line basis
1. 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 (25 marks). 

	Coopers Grocery

	Income statement / Profit and lost statement 

	For the year ended on 31 August 2023

	Details 
	£
	£

	Sales 
	    160 000,00     
	 

	Less: Sales returns 
	-       4 000,00     
	 

	Net sales
	 
	     156 000,00     

	Cost of goods sold 
	 
	 

	Opening Inventory / stock 
	        3 000,00     
	 

	Add: Purchase
	      95 000,00     
	 

	Less: Purchase return 
	-       5 000,00     
	 

	Net purchase
	      93 000,00     
	 

	Less: Closing Inventory / stock 
	-       2 000,00     
	                   -       

	Cost of goods sold 
	 
	-     91 000,00     

	Gross profit 
	 
	       65 000,00     

	Add: Discount received
	 
	            200,00     

	Less: Other expenses 
	 
	 

	Salaries 
	      28 000,00     
	 

	Add: Salaries accruals
	        4 000,00     
	 

	Discount allowed
	           700,00     
	 

	Rent
	        2 500,00     
	 

	
	
	

	Details 
	£
	£

	Less: Prepaid rent
	-          500,00     
	 

	Electricity and gas 
	        1 500,00     
	 

	Vehicle Maintenance
	           800,00     
	 

	Add: Vehicle Maintenance owing accruals
	           200,00     
	 

	Interest on loan 
	        1 000,00     
	 

	New Provision of Bad debts 5%
	           810,00     
	 

	Opening Provision for doubtful debts
	-          500,00     
	 

	Accumulated Depreciation on vehicles
	        3 225,00     
	 

	Accumulated Depreciation on furniture
	        1 800,00     
	 

	Bad debt 
	           800,00     
	 

	Total expenses
	 
	       44 335,00     

	Net profit 
	 
	       20 865,00     




	Coopers Grocery

	Statement of financial position (Balance sheet)

	As at 31 August 2023

	Details 
	£
	£

	Non-current assets 
	 
	 

	Vehicle
	         28 500,00     
	 

	Less: Depreciation 
	-          7 000,00     
	 

	Less: Depreciation 
	-          3 225,00     
	       18 275,00     

	Furniture
	         15 000,00     
	 

	Less: Depreciation 
	-          5 000,00     
	 

	Less: Depreciation 
	-          1 800,00     
	         8 200,00     

	Total non-current assets 
	 
	       26 475,00     

	Current assets 
	 
	 

	Receivables 
	         17 000,00     
	 

	Less: Bad debt
	-             810,00     
	 

	Less: Bad debt
	-             800,00     
	 

	 
	         15 390,00     
	 

	Bank balance
	           5 000,00     
	 

	Closing stock
	           2 000,00     
	 

	Prepayment of rent
	              500,00     
	 

	Total current assets 
	 
	       22 890,00     

	Total assets 
	 
	       49 365,00     

	Non-current liability 
	         10 000,00     
	 

	Total non-current liability 
	 
	       10 000,00     

	
	
	

	
	
	

	
	
	

	Details 
	£
	£

	Payables 
	           2 300,00     
	 

	Salaries accrued 
	           4 000,00     
	 

	Vehicle maintenance costs owing 
	              200,00     
	 

	Total current liability 
	 
	         6 500,00     

	Total liability 
	 
	       16 500,00     

	Owners equity 
	 
	 

	Capital
	         25 000,00     
	 

	Add: Profit
	         20 865,00     
	 

	Less: Drawings
	-        13 000,00     
	 

	Ending owners equity 
	 
	       32 865,00     

	Total liability and OE 
	 
	       49 365,00     





































Task two (40 marks)

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.

	No.
	Date
	Amount (£)
	Transaction

	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 (10 marks)


	Serial №
	Details 
	Ref. №
	Dr
	Cr

	2.9.2023
	Cash
	1
	          700,00     
	 

	
	Capital 
	2
	 
	         700,00     

	3.9.2023
	Computer
	3
	       1 000,00     
	 

	
	Cash
	1
	 
	      1 000,00     

	4.9.2023
	Payables 
	4
	          800,00     
	 

	
	Bank
	5
	 
	         800,00     

	7.9.2023
	Purchase of stock
	7
	          700,00     
	 

	
	Bank-cheque
	5
	 
	         700,00     

	9.9.2023
	Bank 
	5
	       3 000,00     
	 

	
	Receivable
	6
	 
	      3 000,00     

	11.9.2023
	Petrol expense
	8
	          350,00     
	 

	
	Bank
	5
	 
	         350,00     

	15.9.2023
	Cash
	1
	       2 600,00     
	 

	
	Receivable
	6
	 
	      2 600,00     

	18.9.2023
	Insurance expense
	9
	          450,00     
	 

	
	Bank
	5
	 
	         450,00     

	20.9.2023
	Purchase of stock
	7
	       1 200,00     
	 

	
	Payables 
	4
	 
	      1 200,00     

	21.9.2023
	Receivable
	6
	       2 400,00     
	 

	
	Sales
	10
	 
	      2 400,00     

	
	
	
	
	

	Serial №
	Details
	Ref. №
	Dr
	Cr

	25.9.2023
	Wages expense 
	11
	          800,00     
	 

	
	Cash
	1
	 
	         800,00     

	26.9.2023
	Advertisment expense
	12
	          500,00     
	 

	
	Cash
	1
	 
	         500,00     

	27.9.2023
	Cash
	1
	       8 000,00     
	 

	
	Van
	13
	 
	    10 000,00     

	27.9.2023
28.9.2023
	Depreciation expense
	14
	       1 000,00     
	 

	
	Loss of sale of VAN
	16
	       1 000,00     
	 

	
	Bank 
	5
	       6 000,00     
	 

	
	Cash
	1
	 
		     6 000,00     




	30.9.2023
	Withdraws
	15
	       1 200,00     
	 

	
	Cash
	1
	 
		      1 200,00     







	1. Cash 

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	          300,00     
	 
	 
	 

	2.9.2023
	Capital
	          700,00     
	 
	 
	 

	 
	 
	 
	3.9.2023
	Computer 
	       1 000,00     

	15.9.2023
	Receivable 
	       2 600,00     
	 
	 
	 

	 
	 
	 
	25.9.2023
	Wages expense 
	          800,00     

	 
	 
	 
	26.9.2023
	Advertisment expense
	          500,00     

	27.9.2023
	Van
	       8 000,00     
	 
	 
	 

	 
	 
	 
	28.9.2023
	Bank
	       6 000,00     

	 
	 
	 
	30.9.2023
	Withdraws
	       1 200,00     

	 
	Total dr for 09/2023
	     11 600,00     
	 
	Total cr for 09/2023
	       9 500,00     

	 
	 
	 
	30.9.2023
	Bal C/D
	       2 100,00     

	1.10.2023
	Bal B/D
	       2 100,00     
	 
	 
	 

	
	
	
	
	
	

	2. Capital 

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	 
	 
	 
	1.9.2023
	OB
	     20 300,00     

	 
	 
	 
	2.9.2023
	Cash
	          700,00     

	 
	Total dr for 09/2023
	                 -       
	 
	Total cr for 09/2023
	     21 000,00     

	30.9.2023
	Bal C/D
	     21 000,00     
	 
	 
	 

	 
	 
	 
	1.10.2023
	Bal B/D
	     21 000,00     

	
	
	

	
	
	

	3. Computer 

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	                 -       
	 
	 
	 

	3.9.2023
	Cash
	       1 000,00     
	 
	 
	 

	 
	Total dr for 09/2023
	       1 000,00     
	 
	Total cr for 09/2023
	                 -       

	 
	 
	 
	30.9.2023
	Bal C/D
	       1 000,00     

	1.10.2023
	Bal B/D
	       1 000,00     
	 
	 
	 

	
	
	
	


	
	

	4. Payables 

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	 
	 
	 
	1.9.2023
	OB
	       2 000,00     

	4.9.2023
	Bank
	          800,00     
	 
	 
	 

	 
	 
	 
	20.9.2023
	Purchase
	       1 200,00     

	 
	Total dr for 09/2023
	          800,00     
	 
	Total cr for 09/2023
	       3 200,00     

	30.9.2023
	Bal C/D
	       2 400,00     
	 
	 
	 

	 
	 
	 
	1.10.2023
	Bal B/D
	       2 400,00     

	
	
	
	


	
	

	5. Bank

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	       7 000,00     
	 
	 
	 

	 
	 
	 
	4.9.2023
	Supplier
	          800,00     

	 
	 
	 
	7.9.2023
	Purchase of stock
	          700,00     

	9.9.2023
	Receivable 
	       3 000,00     
	 
	 
	 

	 
	 
	 
	11.9.2023
	Petrol expense
	          350,00     

	 
	 
	 
	18.9.2023
	Insurance expense
	          450,00     

	28.9.2023
	Cash
	       6 000,00     
	 
	 
	 

	 
	Total dr for 09/2023
	     16 000,00     
	 
	Total cr for 09/2023
	       2 300,00     

	 
	 
	 
	30.9.2023
	Bal C/D
	     13 700,00     

	1.10.2023
	Bal B/D
	     13 700,00     
	 
	 
	 

	
	



	











	





	
	

	. Receivables 

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	       5 000,00     
	 
	 
	 

	 
	 
	 
	9.9.2023
	Receivable
	       3 000,00     

	 
	 
	 
	15.9.2023
	Cash
	       2 600,00     

	21.9.2023
	Client
	       2 400,00     
	 
	 
	 

	 
	Total dr for 09/2023
	       7 400,00     
	 
	Total cr for 09/2023
	       5 600,00     

	 
	 
	 
	30.9.2023
	Bal C/D
	       1 800,00     

	1.10.2023
	Bal B/D
	       1 800,00     
	 
	 
	 

	
	
	
	

	
	

	7. Purchase of stock

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	                 -       
	 
	 
	 

	7.9.2023
	Bank-cheque
	          700,00     
	 
	 
	 

	20.9.2023
	Payables 
	       1 200,00     
	 
	 
	 

	 
	Total dr for 09/2023
	       1 900,00     
	 
	Total cr for 09/2023
	                 -       

	 
	 
	 
	30.9.2023
	Bal C/D
	       1 900,00     

	1.10.2023
	Bal B/D
	       1 900,00     
	 
	 
	 

	
	
	

	
	
	

	8. Petrol Expense 

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	                 -       
	 
	 
	 

	11.9.2023
	Bank
	          350,00     
	 
	 
	 

	 
	Total dr for 09/2023
	          350,00     
	 
	Total cr for 09/2023
	                 -       

	 
	 
	 
	30.9.2023
	Bal C/D
	          350,00     

	1.10.2023
	Bal B/D
	          350,00     
	 
	 
	 

	
	
	

	
	
	

	9. Insurance expense

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	                 -       
	 
	 
	 

	18.9.2023
	Bank
	          450,00     
	 
	 
	 

	 
	Total dr for 09/2023
	          450,00     
	 
	Total cr for 09/2023
	                 -       

	 
	 
	 
	30.9.2023
	Bal C/D
	          450,00     

	1.10.2023
	Bal B/D
	          450,00     
	 
	 
	 

	
	
	




	
	
	

	10. Sales

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	 
	 
	 
	1.9.2023
	OB
	                 -       

	 
	 
	 
	21.9.2023
	Receivable
	       2 400,00     

	 
	Total dr for 09/2023
	                 -       
	 
	Total cr for 09/2023
	       2 400,00     

	30.9.2023
	Bal C/D
	       2 400,00     
	 
	 
	 

	 
	 
	 
	1.10.2023
	Bal B/D
	       2 400,00     

	
	
	

	
	
	

	11. Wages expense 

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	                 -       
	 
	 
	 

	25.9.2023
	Cash
	          800,00     
	 
	 
	 

	 
	Total dr for 09/2023
	          800,00     
	 
	Total cr for 09/2023
	                 -       

	 
	 
	 
	30.9.2023
	Bal C/D
	          800,00     

	1.10.2023
	Bal B/D
	          800,00     
	 
	 
	 

	
	
	

	
	
	

	12. Advertisment expense

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	                 -       
	 
	 
	 

	26.9.2023
	Cash
	          500,00     
	 
	 
	 

	 
	Total dr for 09/2023
	          500,00     
	 
	Total cr for 09/2023
	                 -       

	 
	 
	 
	30.9.2023
	Bal C/D
	          500,00     

	1.10.2023
	Bal B/D
	          500,00     
	 
	 
	 

	
	
	

	
	
	

	13. Van

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	     10 000,00     
	 
	 
	 

	 
	 
	 
	27.9.2023
	Cash
	       8 000,00     

	 
	 
	 
	27.9.2023
	Depreciation expense
	       1 000,00     

	 
	 
	 
	27.9.2023
	Loss of sale of VAN
	       1 000,00     

	 
	Total dr for 09/2023
	     10 000,00     
	 
	Total cr for 09/2023
	     10 000,00     

	30.9.2023
	Bal C/D
	                 -       
	 
	 
	                 -       

	 
	 
	 
	1.10.2023
	Bal B/D
	                 -       

	
	
	






	
	
	

	14. Depreciation expense

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	                 -       
	 
	 
	 

	27.9.2023
	Van
	       1 000,00     
	 
	 
	 

	 
	Total dr for 09/2023
	       1 000,00     
	 
	Total cr for 09/2023
	                 -       

	 
	 
	 
	30.9.2023
	Bal C/D
	       1 000,00     

	1.10.2023
	Bal B/D
	       1 000,00     
	 
	 
	 

	
	
	

	
	
	

	15. Withdraws

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	                 -       
	 
	 
	 

	30.9.2023
	Cash
	       1 200,00     
	 
	 
	 

	 
	Total dr for 09/2023
	       1 200,00     
	 
	Total cr for 09/2023
	                 -       

	 
	 
	 
	30.9.2023
	Bal C/D
	       1 200,00     

	1.10.2023
	Bal B/D
	       1 200,00     
	 
	 
	 

	
	
	

	
	
	

	16. Loss of sale of VAN 

	Dr
	 
	 
	 
	 
	Cr

	Date
	Detail
	£
	Date
	Detail
	£

	1.9.2023
	OB
	                 -       
	 
	 
	 

	30.9.2023
	Van sale
	       1 000,00     
	 
	 
	 

	 
	Total dr for 09/2023
	       1 000,00     
	 
	Total cr for 09/2023
	                 -       

	 
	 
	 
	30.9.2023
	Bal C/D
	       1 000,00     

	1.10.2023
	Bal B/D
	       1 000,00     
	 
	 
	 















	Sonia cafés at Birmingham City

	Trial Balance 

	September 2023

	Serial number
	Account title
	Dr
	Cr

	1
	Cash
	       2 100,00     
	 

	2
	Capital
	 
	     21 000,00     

	3
	Computer
	       1 000,00     
	 

	4
	Payables 
	 
	       2 400,00     

	5
	Bank
	     13 700,00     
	 

	6
	Receivables 
	       1 800,00     
	 

	7
	Purchase of stock
	       1 900,00     
	 

	8
	Petrol Expense 
	          350,00     
	 

	9
	Insurance expense
	          450,00     
	 

	10
	Sales
	 
	       2 400,00     

	11
	Wages expense 
	          800,00     
	 

	12
	Advertisment expense
	          500,00     
	 

	13
	Van
	                 -       
	 

	14
	Depreciation expense
	       1 000,00     
	 

	15
	Withdraws
	       1 200,00     
	 

	16
	Loss of sale of VAN
	       1 000,00     
	 

	 
	Total:
	     25 800,00     
	     25 800,00     


















Task three (10 marks)

Required

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). 


The Evolution of Double Entry

In the field of accounting, the concept of 'double entry' stands as a cornerstone, shaping the way financial transactions have been recorded for centuries. At its core, double entry accounting hinges on a simple principle: for every financial action, there is an equal and opposite reaction (Dyer, 2020). In simpler terms, every financial transaction affects at least two accounts. If a business takes out a loan, it receives cash and takes on a liability. Both these changes are recorded, ensuring the accounting equation (Assets = Liabilities + Equity) remains in balance.
The roots of double entry accounting trace back to the merchant city-states of medieval Italy. It was in 1494 that Luca Pacioli, often dubbed the "Father of Accounting," laid down the foundations of this system in his treatise "Summa de Arithmetica, Geometria, Proportioni et Proportionalita" (Sangster, 2017). But it wasn’t a discovery as much as it was a formalization. Merchants had been using rudimentary forms of double entry techniques even before Pacioli's time, but it was his systematic approach that bestowed upon the method its enduring legacy.
Over the ensuing centuries, as global trade grew and businesses evolved, so did the intricacies and applications of double entry accounting (Ortiz-Ospina, Beltekian and Roser, 2018). The Industrial Revolution, for instance, brought about complex business structures and expansive global operations. The simplicity of the initial system underwent refinements, incorporating nuanced classifications and broader accounting standards. In essence, while the fundamental principle remained untouched, the way it was applied became more sophisticated, reflecting the complexities of modern business.
In today’s digital age, the core idea remains intact, but the application is enhanced by technology. Modern accounting software automates the double entry process, ensuring accuracy and efficiency (Han et al., 2023). Despite these advancements, the necessity for a deep understanding of the concept remains vital for accountants and financial professionals. 

Conclusion
The evolution of the double entry system is a testament to its foundational importance in the realm of accounting. It's more than just a method; it's a legacy, bridging the past, present, and future of financial record-keeping.






























Reference List

· Dyer, S. (2020). A Common-Sense Method of Double-Entry Bookkeeping on First Principles. Routledge eBooks. https://doi.org/10.4324/9781003050179. 
· Han, H., Shiwakoti, R.K., Jarvis, R., Mordi, C. and Botchie, D. (2023). Accounting and auditing with blockchain technology and artificial Intelligence: A literature review. International Journal of Accounting Information Systems, [online] 48, p.100598. https://doi.org/10.1016/j.accinf.2022.100598. 
· Ortiz-Ospina, E., Beltekian, D. and Roser, M. (2018). Trade and Globalization. [online] Our World in Data. Available at: https://ourworldindata.org/trade-and-globalization. 
· Sangster, A. (2017). Pacioli’s Lens: God, Humanism, Euclid, and the Rhetoric of Double Entry. The Accounting Review, 93(2), pp.299–314. https://doi.org/10.2308/accr-51850.



8

image2.png




image1.png




