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[bookmark: _Toc39270508]Introduction: 
In this report, there are mainly four tasks to be completed. These tasks consist of the ledger, closing entries, trial balance, statement of profit or loss, and statement of financial position. A ledger is a kind of bookkeeping system for recording transactions into debit and credit terms. A closing entry is a journal entry recorder at the end of a period to record the financial transaction into a permanent account. A trial balance is a recording book which is divided into debit and credit balance to find out the error. The income statement is generally made to determine a company’s profit or loss at the end of the accounting period. And lastly, a balance shit is made to determine a company’s assets, liabilities, and ownerships to understand the company’s financial position (Kieso, Weygandt and Warfield, 2019). All are done below precisely. It is believed the report will fulfill the expectation of the reader.


[bookmark: _Toc39270509]Task 1:
Accounting is the process of identifying, measuring, and communicating financial information about economic entities to interested users (Otley, 2016). It is also known as bookkeeping. To keep track of a business’s financial transaction, to extract profit or loss, to understand the financial position of the firm, accounting is much important. Financial statements are used to reflect the business’s transaction and position at the end of an accounting year. It informs its stakeholders about the business’s financial condition. Following transaction recording will record the given transaction.
[a]
Here is the closing of the relevant ledger accounts for the given transactions below.
	Serial No.
	Description
	PR
	Debit 
	Credit

	01.
	Income Summary
Purchase
Rent
(Expense account closed)
	
	₤250.00
	
₤200.00
₤50.00

	02.
	Sale
Income Summary
(Revenue account closed)
	
	₤350.00
	
₤350.00



Income Summary
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January
31 January
31 January
	Purchase
Rent
Capital
	₤200.00
₤50.00
₤162.00
	31 January

	Sales

	₤412.00




Rent
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January

	Cash

	₤50.00

	31 January
	Income Summary
	₤50.00




Purchase
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January

	Cash

	₤200.00

	31 January
	Income Summary
	₤200.00



Sales
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January

	Income Summary

	₤412.00

	31 January
	Cash
	₤412.00



[b]
Here is the list of account balances at 30 April below.
Maxim Trading
Trial Balance
April 30, 20XX
	Serial No.
	Description
	PR
	Debit
	Credit

	01.
02.
03.
04.
05.
06.
07.
08.
	Capital
Motor Van
Cash
Purchase
Sell
Loan
Withdrawal
Rent
	
	
₤150.00
₤240.00
₤200.00


₤60.00
₤50.00
	₤300.00



₤350.00
₤50.00


	
	
	
	₤700.00
	₤700.00





The trial balance shows that the recorded trial balance is alright and equally recorded.
Here, the balances relating to assets and expenses are recorded on the left column (debit side), and balances relating to revenue, capital, and liability are recorded on the right column (credit side maintaining the golden rule of accounting. Before extracting a final financial statement, to record transactions, a firm is required to keep and maintain some books and rules. They need to record journal entries, prepare ledger, trial balance, give closing entries at the end of the accounting year, and then prepare financial statements. There are mainly four financial statements- Statement of Profit or Loss, Statement of Owners’ Equity, Statement of Financial Position, and Statement of Cash Flow. And there is a note (Warren, Jonick, and Schneider, 2020). Then the firm needs to audit the statements before publishing it to the mass.


[c]
Here is the statement of profit or loss for the month ended 30 April and a statement of financial position at that date.
Maxim Trading
Statement of Profit or Loss
April 30, 20XX
	Description
	Balance
	Balance

	Sales
Less: Cost of Goods Sold
Purchase
Less: Closing Inventory

Gross Profit
Less: Rent Expense
	

₤200.00
₤100.00



	₤350.00



₤100.00
₤250.00
₤50.00

	Net Profit
	
	₤200.00



The above statement of profit or loss shows that Maxim Trading operated its business very profitably and made ₤200.00 profit at the end of April. Its gross profit is ₤100.00 that means after purchase-sale related activities, it made this profit. After deducting no-operational activities like rent expenses, net profit comes total ₤200.00.
This profitable operation of the firm is very hopeful for investors and other stakeholders. It assures them that the company’s management is very well and reliable (Schroeder, Clark, and Cathey, 2019).






Maxim Trading
Statement of Final Position
April 30, 20XX
	Description
	Balance
	Balance
	Balance

	Assets:
Cash
Motor Van

Closing Inventory
Total Assets
Liabilities and Owners’ Equity:
Loan
Less: Repaid

Capital
Add: Net Profit
Less: Withdrawal
 Total Liabilities and Owners’ Equity
	






₤250.00
₤200.00

₤300.00
₤200.00
50
	
₤240.00
₤600.00

₤100.00




₤50.00


₤450.00

	




₤490.00







₤490.00




The above balance sheet shows that the accounting equation is right in this firm. That means its assets are equal to the summation of its liabilities and owners’ equity. In assets, the company has two liquid assets (cash and closing inventory) and a fixed asset (motor van). And summing up, the total value of assets comes ₤490.00. On the other hand, in the liabilities and owners’ equity section, the firm has only one liability (loan) and a part of it the company repaid. After adding net profit with capital and deducting the amount of withdrawal from the capital, the firm gets total owners’ equity. Then after summing both the number of liabilities and the amount of owners’ equity, the firm gets total liabilities and owners’ equity which equals the total amount of assets. The information is very hopeful for the owner and investor (Loughran and McDonald, 2016). 
[bookmark: _Toc39270510]Task 2:
[a]
Here are ledger accounts for the given transactions, including dates, descriptions, and balances.
Capital
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January
	Balance C/D
	₤5,000.00
	01 January
	Cash
	₤5,000.00



Motor Van
	Date
	Description
	Balance
	Date
	Description
	Balance

	02 January
	Cash
	₤600.00
	31 January
	Balance C/D
	₤600.00



Cash
	Date
	Description
	Balance
	Date
	Description
	Balance

	01 January
04 January
13 January
20 January
	Capital
Loan Payable
Sold Goods
Sold Goods
	₤5,000.00
₤1,000.00
₤300.00
₤500.00
	02 January
03 January
10 January
24 January
27 January
30 January
31 January
	Motor Van
Purchase 
Storage Expense
Loan Payable
Withdrawal
Balance C/D
	₤600.00
₤1,300.00
₤200.00
₤150.00
₤350.00
₤175.00
4,025.00



Purchase
	Date
	Description
	Balance
	Date
	Description
	Balance

	03 January
	Cash
	₤1,300.00
	31 January
	Balance C/D
	₤1,300.00




Sell
	Date
	Description
	Balance
	Date
	Description
	Balance

	13 January
20 January
	Cash
Cash
	₤300.00
₤500.00
	31 January
	Balance C/D
	₤800.00



Storage Expense
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January
	Balance C/D
	₤150.00
	24 January
	Cash
	₤150.00



Loan
	Date
	Description
	Balance
	Date
	Description
	Balance

	04 January
	Cash
	₤1,000.00
	27 January
31 January
	Cash
Balance C/D
	₤350.00
₤650.00



Withdrawal
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January
	Balance C/D
	₤175.00
	30 January
	Cash
	₤175.00



Closing Inventory
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January
	Balance C/D
	₤800.00
	31 January
	Cost of Goods Sold
	₤800.00





[b] 
Here is the trial balance on 31 January below-
Pendo Furniture
Trial Balance
January 31, 20XX
	Serial No.
	Description
	PR
	Debit
	Credit

	01.
02.
03.
04.
05.
06.
07.
08.
	Capital
Motor Van
Cash
Purchase
Sell
Storage Expense
Loan
Withdrawal
	
	
₤600.00
₤4,025.00
₤1,300.00

₤150.00

₤175.00
	₤5,000.00



₤800.00

₤650.00

	
	
	
	₤8,850.00
	₤8,850.00



The trial balance shows that the recorded trial balance is alright and equally recorded.
Here, the balances relating to assets and expenses are recorded on the left column (debit side), and balances relating to revenue, capital, and liability are recorded on the right column (credit side maintaining the golden rule of accounting.







[c] 
Here is the statement of profit or loss for the month ended 31 January and a statement of financial position at that date.
Pendo Furniture
Statement of Profit or Loss
January 31, 20XX
	Description
	Balance
	Balance

	Sales
Less: Cost of Goods Sold
Purchase
Less: Closing Inventory

Gross Profit
Less: Storage Expense
	

₤1,300.00
₤800.00



	₤800.00



₤500.00
₤300.00
₤150.00

	Net Profit
	
	₤150.00



The above statement of profit or loss shows that Pendo Furniture operated its business very profitably and made ₤150.00 profit at the end of April. Its gross profit is ₤300.00 that means after purchase-sale related activities, it made this profit. After deducting no-operational activities like storage expenses, net profit comes total ₤150.00.
This profitable operation of the firm is very hopeful for investors and other stakeholders. It assures them that the company’s management is very well and reliable (Schroeder, Clark, and Cathey, 2019). 

Pendo Furniture
Statement of Final Position
January 31, 20XX
	Description
	Balance
	Balance
	Balance

	Assets:
Cash
Motor Van
Add: Expense

Closing Inventory
Total Assets
Liabilities and Owners’ Equity:
Loan
Less: Repaid

Capital
Less: Withdrawal

 Total Liabilities and Owners’ Equity
	

₤600.00
₤50.00




₤1,000.00
₤350.00

₤5000.00
₤175.00

	
₤4,025.00


₤650.00
₤800.00




₤650.00


₤4,825.00

	





₤5,475.00







₤5,475.00




The above balance sheet shows that the accounting equation is right in this firm. That means its assets are equal to the summation of its liabilities and owners’ equity. In assets, the company has two liquid assets (cash and closing inventory) and a fixed asset (motor van). And summing up, the total value of assets comes ₤5,475.00. 
On the other hand, in the liabilities and owners’ equity section, the firm has only one liability (loan) and a part of it the company repaid. After that deducting the amount of withdrawal from the capital, the firm gets total owners’ equity. Then after summing both the number of liabilities and the amount of owners’ equity, the firm gets total liabilities and owners’ equity which equals the total amount of assets. The information is very hopeful for the owner and investor (Loughran and McDonald, 2016). 


























[bookmark: _Toc39270511]Task 3:
[a]
Here is the closing of the relevant ledger accounts below.
Income Summary
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January
31 January
31 January
31 January
	Wages
Purchase
Office Expense
Retained Earnings
	₤58.00
₤225.00
₤3.00
₤135.00

	31 January
	Sales
	₤412.00



Wages
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January

	Cash

	₤58.00

	31 January
	Income Summary
	₤58.00



Purchase
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January

	Cash

	₤225.00

	31 January
	Income Summary
	₤225.00



Office Expense
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January

	Cash

	₤3.00

	31 January
	Income Summary
	₤3.00





Sales
	Date
	Description
	Balance
	Date
	Description
	Balance

	31 January

	Income Summary
	₤412.00

	31 January
	Cash

	₤412.00



[b]
Here is the trial balance on 31 January. 
Mafuta Retail
Trial Balance
January 31, 20XX
	Serial No.
	Description
	PR
	Debit
	Credit

	01.
02.
03.
04.
05.
06.
07.
08.
09.
10.
	Cash
Sales
Wages
Purchase
Office Expense
Account Receivable
Account Payable
Furniture
Owners’ Equity
Inventory
	
	₤323.00

₤58.00
₤225.00
₤3.00
₤164.00

₤230.00

₤458.00
	
₤412.00




₤0.00

₤1,049.00

	
	
	
	₤1,461.00
	₤1,461.00



The trial balance shows that the recorded trial balance is alright and equally recorded.
Here, the balances relating to assets and expenses are recorded on the left column (debit side), and balances relating to revenue, capital, and liability are recorded on the right column (credit side maintaining the golden rule of accounting.


[c]
Here is the statement of profit or loss for the month ended 31 January and a statement of financial position at that date.
 Mafuta Retail
Statement of Profit or Loss
January 30, 20XX
	Description
	Balance
	Balance

	Sales
Less: Cost of Goods Sold
Inventory
Purchase

Gross Loss
Less: Wages Expense
          Office Expense
	

₤458.00
₤225.00


₤58.00
₤3.00

	₤412.00



₤683.00
₤271.00


₤61.00

	Net Loss
	
	₤332.00



The above statement of profit or loss shows that Mafuta Retail could not operate its business profitably and made ₤332.00 loss at the end of April. Its gross loss is ₤271.00 which means after purchase-sale related activities, it made this loss. After deducting no-operational activities like wages expense and office expenses, net profit comes total ₤332.00.
This profitable operation of the firm is not so hopeful for investors and other stakeholders. It concerns them about the company’s management and its reliability (Schroeder, Clark, and Cathey, 2019). 

Mafuta Retail
Statement of Final Position
January 31, 20XX
	Description
	Balance
	Balance
	Balance

	Assets:
Cash
Account Receivable 
Furniture
Total Assets
Liabilities and Owners’ Equity:
Owners’ Equity
Less: Net Loss

Total Liabilities and Owners’ Equity
	







	
₤323.00
₤164.00
₤230.00


₤1,049.00
₤332.00

	



₤717.00




₤717.00




The above balance sheet shows that the accounting equation is right in this firm. That means its assets are equal to the summation of its liabilities and owners’ equity. In assets, the company has two liquid assets (cash and account receivable) and a fixed asset (furniture). And summing up, the total value of assets comes ₤717.00. 
On the other hand, in the liabilities and owners’ equity section, the firm has no liability for that month. After deducting net profit from owners’ equity, the firm gets total owners’ which equals the total amount of assets. The information is very hopeful for the owner and investor (Loughran and McDonald, 2016). 


[bookmark: _Toc39270512]Task 4:
Here below, preparing the relevant ledger accounts to record the given transactions, extract a trial balance on 27 June, and closing the relevant ledger accounts. 
Account Receivable 
	Date
	Description
	Balance
	Date
	Description
	Balance

	02 June
14 June
24 June
	Sale
Sale
Sale
	₤8,500.00
₤8,550.00
₤5,000.00
	22 June
24 June
25 June 
27 June
	Sale
Cash
Cash
Balance C/D
	₤1,000.00
₤7,500.00
₤8,550.00
₤5,000.00



Sale
	Date
	Description
	Balance
	Date
	Description
	Balance

	27 June
	Balance C/D
	₤28,050.00
	02 June
14 June
20 June
24 June
	A/R (Claire)
A/R (Hywel)
Cash
A/R (Mandy)
	₤8,500.00
₤8,550.00
₤6,000.00
₤5,000.00



Purchase
	Date
	Description
	Balance
	Date
	Description
	Balance

	13 June
21 June
	A/P(Georgina)
A/P (Andrew)
	₤12,000.00
₤4,500.00
	27 June

	Balance C/D

	₤16,500.00







Cash
	Date
	Description
	Balance
	Date
	Description
	Balance

	20 June
24 June
25 June
	Sale
A/R (Claire)
A/R (Hywel)
	₤6,000.00
₤7,125.00
₤8,550.00
	25 June
27 June

	A/P(Georgina)
Balance C/D
	₤16,500.00
₤10,515.00



Account Payable
	Date
	Description
	Balance
	Date
	Description
	Balance

	25 June
27 June
	Cash
Balance C/D
	₤12,000.00
₤4,500.00
	13 June
21 June
	Purchase
Purchase
	₤12,000.00
₤4,500.00



Sales Return
	Date
	Description
	Balance
	Date
	Description
	Balance

	22 June
	A/R
	₤1,000.00
	27 June
	Balance C/D
	₤1,000.00



Purchase Discount
	Date
	Description
	Balance
	Date
	Description
	Balance

	27 June
	Balance C/D
	₤840.00
	25 June
	A/P (Ricardo)
	₤840.00



Sale Discount
	Date
	Description
	Balance
	Date
	Description
	Balance

	24 June
	A/R (Claire)
	₤375.00
	27 June
	Balance C/D
	₤375.00








Ricardo Trade
Trial Balance
June 27, 20XX
	Serial No.
	Description
	PR
	Debit
	Credit

	01.
02.
03.
04.
05.
06.
07.
08.
	Sell
Account Receivable
Purchase
Account Payable
Sales Return
Cash
Sale Discount
Purchase Discount
	
	
₤5,000.00
₤16,500.00

₤1,000.00
₤10,515.00
₤375.00
	₤28,050.00


₤4,500.00



₤840.00

	
	
	
	₤33,390.00
	₤33,390.00



The trial balance shows that the recorded trial balance is alright and equally recorded.
Here, the balances relating to assets and expenses are recorded on the left column (debit side), and balances relating to revenue, capital, and liability are recorded on the right column (credit side maintaining the golden rule of accounting.


[bookmark: _Toc39270513]Conclusion:
The tasks consisted of the ledger, closing entries, trial balance, statement of profit or loss, and statement of financial position. These tasks helped to learn and understand the basics of accounting which is very essential for the future. There most of the firms were profitable except one. These also helped to analyze and explain how operating a firm makes it profitable and makes happy its stakeholders. 
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