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FINAL ACCOUNTS FOR SOLE TRADERS

› The final accounts of a sole trader business include the 
Income Statement (trading and Profit & loss account) and 
the balance sheet. Remember that your trial balance is the 
summary of the balances in all your accounts. Some of 
these balances (those from your nominal accounts) affect 
the profit and are transferred to the Income statement; the 
others (real and personal accounts) are transferred to your 
balance sheet. The Income Statement and the Balance 
Sheet are prepared at the end of each financial period to 
record how well the business operated during that financial 
period.



FINAL ACCOUNTS FOR SOLE TRADERS

• Income Statement
One of the most important financial statements of any 
business is the Income Statement. It is used to determine 
the following:
1. how profitable a business is being run; and
2. comparing the results received with the results expected.



FINAL ACCOUNTS FOR SOLE TRADERS
• The Income Statement can be divided into two sections the trading account and the 

Profit & loss account. The gross profit which is the amount of profit made before 
the expenses are deducted is calculated in the trading account. The purpose of the 
trading account is to determine the gross profit made from sales. 

• Therefore the accounts that are directly related to buying and selling (trading) will 
be transferred to the trading account. The accounts directly related to trading are:

• Sales

• Purchase

• Sales Return

• Purchases Return

• Carriage Inwards

›



FINAL ACCOUNTS FOR SOLE TRADERS
• Gross profit is calculated as:

• Gross Profit = Net Sales – Cost of Goods Sold (COGS)

• Along with gross profit the net sales, cost of goods sold 
(COGS) and the cost of goods available for sale(COGAFS) is 
also calculated in the trading account:

• Net Sales = Sales – Sales Return (Return Inwards)

• Net sales are the total sales figure after allowances have been 
made for sales returned to the business.

• COGS = Cost of goods available for sale (COGAFS) – Closing 
Stock

• COGAFS = Opening Stock + (Purchases – Purchases Return) + 
Carriage Inwards



FINAL ACCOUNTS FOR SOLE TRADERS
• The net profit of your business is calculated in the Profit & loss account. Net profit is the balance of profit after allowance is made for 

revenue and expenses. It is calculated as:

• Net Profit = Gross profit + Revenue – expenses

• The revenue and expense charged to the Profit & loss account are those that are not directly related to trading but more to do with the 
running of the business. 

• Some of these accounts are:

• Rent

• Telephone

• Carriage outwards

• Discount allowed

• Discount received

• Commission received

• Commission paid

• Salary



FINAL ACCOUNTS FOR SOLE TRADERS
• Balance Sheet

• The other half of our final accounts is the Balance Sheet. The Balance Sheet is a financial statement showing the book values of the 
assets, liabilities and capital at the end of the financial period. It shows what the business owes and what it owns.

• The assets of the business is divided into two categories and recorded as follows

• 1. Non-Current Assets are assets that:

• are expected to be of use in the business for long time;

• are to be used in the business; and

• were not bought only for the purpose of resale.

• Non-current assets are recorded in the balance sheet starting with those assets that will in the business the longest down to those that 
will be kept for a shorter period. Example of non-current assets and the order of record are:

• Land and Buildings.

• Fixtures and Fittings.

• Machinery.

• Motor Vehicles.



FINAL ACCOUNTS FOR SOLE TRADERS
• 2. Current Assets are recorded next. These are assets will change within the next twelve months. They 

are recorded as follows:

Stock (goods bought for resale)

• Debtors.

• Cash at Bank.

• Cash in Hand.

›
3. Non-current Liability - Sometime referred to as long term liability are those debts that take more 
than a year to settle. This includes large loans and mortgages.

4. Current Liability - are debts that will be settled in one year or less. This includes creditors and 
small loans.

Let’s now prepare the final accounts from the trial balance on the below
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FINAL ACCOUNTS FOR 
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FINAL ACCOUNTS FOR 
PARTNERSHIP

› In order to get the reduction in the provision of Bad Debt 
the method to be used is as follows:

› There is a provision for bad debt in the trial  balance of 
$1400 (on the credit side)

› Therefore: $1400- $1250= $150



FINAL ACCOUNTS FOR 
PARTNERSHIP
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