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[bookmark: _Toc40126473]Introduction
Accounting is the process of classifying, measuring, and providing necessary information to different entities. These entities are interested parties of the business.  The accounting cycle has 9 steps. Starting from identifying the transaction, journalize, ledger, trial balance, adjusting entries, preparing financial statements, etc. financial statements are also classified into 5 different types (MacFarland, 2017). Statement of comprehensive income, statement of owner equity, statement of financial position, statement of retained earnings, etc. The standard organization for Accounting is IFRS which sets principles, rules for accounting and those rules are maintained by the maximum country (Accounting Basics, 2020). In this report, the solutions of 4 different account problems are answered. Every task is kind of similar because closing journal, ledger, trial balance, income statement, and financial position, etc. are answered for every task. Amongst the 4 business firms, 2 companies do not make a profit. From these tasks, anyone can understand how they measure that their calculations are correct besides how much profit or loss they made and what amount of assets and liabilities they own. The equation of accounting, the posting equation of different accounts are also described in this report.

[bookmark: _Toc40126474]TASK 1
Requirement:
(a) Balancing and closing the relevant ledger accounts of Maxim that he traded in his business in April.
	[bookmark: _Hlk40046239]Serial No.
	Account Title
	PR
	Debit
	Credit

	

01
	Income Summary
        Purchase
        Rent 
(Expense accounts transferred to income summary account to close those account)
	
	£250
	
£200
£50

	

02
	Sales
      Income Summary 
(Revenue accounts transferred to income summary account to close those accounts)
	
	£350
	
£350

	

03
	 Income Summary
     Maxim-Capital
(Income summary accounts transferred to Maxim-Capital accounts to close the income summary account)
	
	£100
	
£100

	
04
	Maxim-Capital
    Maxim-Drawings
(Maxim drawings account closed)
	
	£60
	
£60







Purchase                             Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	April.7
	Cash
	
	£200
	
April.30
	
Income Summary 
	
	
£200



Rent                                       Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	April.28
	Cash
	
	£50
	
April.30
	
Income Summary
	
	
£50



Sales                                      Account code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	
April.30
	
Income Summary
	
	
£350
	April.20
	Cash
	
	£350



Income Summary                      Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	April.30

April.30
	Purchase
Rent
Maxim-    Capital
	
	£200
£50
£100
	April.30
	Sales
	
	£350




Maxim-Drawings                         Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	April.30
	Cash
	
	£60
	April.30
	Maxim-Capital
	
	£60



         (b)Account balances list of Maxim trading in April.
Maxim Trading
Trial Balance
April,30
[image: ]
Figure 01: Trial Balance of Maxim Trading
Source: Author
It is known that if both sides of the trial balance are equal then there are no mistakes happen doing the calculations (Phillips, Libby and Libby, 2018). In this trail, balance Debit and Credit balance are equal so it can be said that the calculations regarding those accounts are correct. The balance of both sides is £700. Capital loans, sales are posted on the credit side because they are related to earnings and liabilities. Cash, Purchase, Motor van, Rent, drawings are posted on the debit side because these accounts are related to the asset. It is known to all that assets and expenses should post in debit and earning and liabilities should post in the credit.
(c) Income statement and Balance sheet of Maxim Trading for April are prepared below.
Maxim Trading 
Income Statement
April.30, 20XX
[image: ]
Figure 02: Profit or loss statement of Maxim Trading
Source: Author
The profit or loss statement determines the net profit or loss of business (NOBES, 2017). Every company wants to know how they performed throughout the year. This performance determines their amounts of profit or loss. The amount of profit of Maxim Trading is £200 that means they make this amount of profit from purchasing and selling goods in April. They had sold £800 and their COGS was £100. Thus, they make a gross profit of £250. After that other expenses like rent, the expense has been deducted from it and we have received the net profit amount.



Maxim Trading
Balance Sheet
For the end of the Month April,30
[image: ]
Figure 03: Statement of Financial Positions of Maxims Trading for April.
Source: Author
This balance sheet represents that the assets and liabilities are the same. That also means that the equations and calculations are correct. The financial position of maxim Trading at the point of time is £490. There are two current assets named cash and closing inventory. Besides fixed assets named Motor van. The opposite side represents the liabilities and owners’ Equity. The loan is the only liabilities of this firm. The owner's equity calculated through adding and deducting net profit and withdrawal from Capital.

[bookmark: _Toc40126475]
TASK 2
Requirement:
(a) The ledger accounts of Pendo’s Business transaction for January.
Capital                                  Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	
January.31
	
Balance C/D
	
	
£5000
£5000

	January.01
	Cash
	
	£5000

£5000


The Credit balance of the capital account is £5000 for the next accounting period.
Motor Van                               Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J.R
	Amount

	January.02
	Cash
	
	£600

£600
	
January.31
	
Balance C/D
	
	
£600
£600


The Debit balance of the motor van account is £600 for the next accounting period.
Purchase                               Account Code No:
	Date
	Description
	J.R
	Amount
	Date
	Description
	J.R
	Amount

	January.03
	Cash
	
	£1300

£1300

	
January.31
	
Balance C/D
	
	
£1300
£1300


The Debit balance of the purchase account is £1300 for the upcoming accounting period.
Loan                                   Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	
January.27
January.31
	
Cash
Balance C/D
	
	
£350
£650
£1000
	January.04
	Cash
	
	£1000


£1000


The Credit balance of the loan account is £650 for the upcoming accounting period.
Repair Expenses                            Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	January.10
	Cash
	
	£200

£200
	
January.31
	
Balance C/D
	
	
£200
£200


The Debit balance of the repair expense account is £200.
Sales                                      Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	

January.31
	

Balance C/D
	
	

£800
£800
	January.13
January.20
	Cash
Cash
	
	£300
£500

£800


The Credit balance of the sales account is £800.
Storage Expense                             Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	January.24
	Cash
	
	£150

£150
	
January.31
	
Balance C/D
	
	
£150
£150



The Debit balance of the Storage expense account is £150.


Withdrawal                                 Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	January.30
	Cash
	
	£175

£175
	
January.31
	
Balance C/D
	
	
£175
£175


 The Debit balance of withdrawal account is £175
Cash                                     Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	January.01
January.04
January.13
January.20

	Capital
Loan
Sales
Sales

	
	£5000
£1000
£300
£500





£6800

	January.02
January.03
January.10

January.24

January.27
January.30
January.31
	Cash
Purchase
Repair Expense
Storage Expense
Loan
Withdrawal
Balance C/D
	
	£600
£1300
£200

£150

£350
£175
£4025
£6800


The Debit balance of the cash account is £4025.







(b) The Trial Balance of Pendo’s business is prepared below at the end of January 31.
Pendo’s
Trail Balance
January,31
[image: ]
Figure 04: Trial Balance of Pendo’s transaction for January.
Source: Author
The Trail balance shows that both debit and credit side are equal that means the calculations like ledger and posting are correct (Gibbs, 2018). The balance is £6450 on both parts.  Pendo’s business has made different account titles in his business in January. The capital, Loan, and sales are posted on the credit side. Cash, Purchase, Motor van, Expenses, and withdrawal are posted in the debit part because the formula represents that asset and expenses will be debit, and revenue and liabilities will be credit.



(c) The statement of Profit or Loss and the statement of Financial Position of Pendo’s business is prepared below.
Pendo’s
Income Statement
January,31
[image: ]
Figure 05: The profit or loss statement of Pendo for January.
Source: Author
The profit or loss statement shows that Pendo made a loss in January. His net loss is £50. The expenses he made are Repair and Storage as well as COGS. His only revenue source is Sales. Therefore, his expenses exceed his revenue and he cannot make a profit at the month-end. Total sales are £800 and COGS is £500. Thus, he made a £300 gross profit. But his other expenses like repair and storage exceed the amount of gross profit and he made £50 net loss in his business in January month. Pendo should take steps to overcome his current situation otherwise his business will be closed soon.



Pendo’s
Balance Sheet
For the end of January.31, 20XX
[image: ]
Figure 06: The Financial Position of Pendo’s business at the end of January.
Source: Author
The formula is matched with this statement result which is Asset = liabilities+Owners Equity. the balance of both sides is similar. The statement of financial position states that at the end of January 31 Pendo’s business balance is £5425. The name of the assets he has is cash, closing inventory, motor van. Cash, closing inventory can be classified into a current asset and a motor van can be considered as a fixed asset. The only liabilities he has are a loan that can also be classified as a short-term loan. Pendo does not have any long-term liabilities. Owners' equity is calculated by deducting net loss and withdrawal from the capital. Though Pendo’s balance sheet shows that he has a stable financial condition but his income statement represents that his profitability condition is not so good.


[bookmark: _Toc40126476]TASK 3
Requirement:
(a) Necessary journal and ledger for closing the relevant accounts of Mafuta’s business at the month end of January.
	Serial No.
	Account Title
	PR
	Debit
	Credit

	

01
	Income Summary
        Purchase
        Wages
        Office expense
(Expense accounts transferred to income summary account to close those account)
	
	£286
	
£225
£58
£3

	

02
	Sales
      Income Summary 
(Revenue accounts transferred to income summary account to close those accounts)
	
	£412
	
£412

	

03
	 Income Summary
     Mafuta-Capital
(Income summary accounts transferred to Mafuta-Capital accounts to close the income summary account)
	
	£126
	
£126



Purchase                               Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	January.05


January.14
	Accounts Payable-Rich
Cash
	
	£150


£75
	



January.31
	


Income Summary 
	
	



£225



Wages                                  Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	January.05
January.14
January.21
January.28
	Cash
Cash
Cash
Cash
	
	£12
£14
£17
£15
	



January.31
	


Income Summary 
	
	



£58



Office Expense                          Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	January.23
	Cash
	
	£3
	
January.31
	
Income Summary
	
	
£3



   Sales                                   Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	





January.31
	





Income Summary
	
	





£412
	January.02


January.11
January.21
January.28
January.31
	Accounts Receivables- Harvey
Cash
Cash
Cash
Cash

	
	£124


£64
£110
£84
£30




Income Summary                      Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	January.31




January.31
	Purchase
Wages
Office Expense
Mafuta-Capital
	
	£225
£58
£3


£126
	January.31
	Sales
	
	£412



(b) Trail balance of Mafuta’s business at the end of January,31.
Mafuta’s
Trail Balance
January,31
[image: ]
Figure 07: Trail balance of Mafuta’s Business for January.
Source: Author
The balance of this trial balance is £1461 on both sides. Debit and credit are equal that means the journal, ledger, the posting is correct (Lodewyckx, Stander and Maseko, 2018). The name of accounts of Mafuta’s business is capital, cash, purchase, sales, etc. for January. Capital and sales are posted on the credit side because liabilities, owners' equity, and revenue should post on the credit side. On the other hand, all other accounts like cash, purchase, wages expense, office expense, accounts receivables, Furniture, and inventory all are posted on the debit side because these accounts are related to asset or expense. 
(c) A statement of profit or loss and a statement of financial position of Mafuta’s business for the month ended January 31 is prepared below.

Mafuta’s
Income Statement
January,31
[image: ]
Figure 09: The profit or loss statement of Mafuta’s business for January.
Source: Author
Mafuta’s business has made a loss in January month. The amount of Net loss is £332. The sales of her business are £412 but her COGS is £683. Thus, she made a huge gross loss. Other expenses she made in his business in January are wages and office expenses and these costs balance is £61. Her expenses exceed her revenue. Therefore, she cannot make a profit from her business. The amount of net loss is big so she should cut costs in the future to make a profit otherwise should make more sales or try to earn from other sources.
Mafuta’s
Balance Sheet
For the end of the month January,31, 20XX
[image: ]
Figure 10: The statement of the financial position of Mafuta’s business.
Source: Author
The financial position of Mafuta’s business is not so good. Because the amount shows in her balance sheet is not very convincing. The balance on both sides is £717. The name of the assets cash, accounts receivable, and furniture. Cash and accounts receivables are current asset and furniture is the fixed asset. On the opposite part, Mafuta does not have any liabilities but her net loss reduces her capital.


[bookmark: _Toc40126477]TASK 4
Requirement
The relevant ledger accounts, trial balance, and closing the relevant ledger accounts of Ricardo’s business is prepared below for June.
Sales                                        Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	








June.30
	








Balance C/D
	
	








£28050
£28050
	June.02


June.14


June.20
June.24
	Accounts Receivables- Claire
Accounts Receivables- Hywei
Cash-jane
Accounts Receivables- Mandy
	
	£8500


£8550


£6000
£5000


£28050


The Credit balance of the sales account is £28050.
Purchase                                Account Code No:
	[bookmark: _Hlk40023126]Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.13


June.21
	Accounts Payable-Georgina
Accounts Payable-Andrew

	
	£12000


£4500


£16500
	




June.30
	




Balance C/D
	
	




£16500
£16500


The Debit balance of the purchase account is £16500.

Cash                                      Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.20
June-24


June.25
	Sales-Jane
Accounts Receivables- Claire
Accounts Receivables- Hywei
	
	£6000
£7125


£8550


£21675
	June.25


June.27


June.30
	Accounts Payable-Georgina
Accounts Payable-Andrew
Balance C/D
	
	£11160


£4410


£6105
£21675


The Debit balance of the cash account is £6105.
Sales Return                               Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.22
	Accounts Receivables-Claire
	
	£1000


£1000
	

June.30
	

Balance C/D
	
	

£1000
£1000


The Debit balance of sales return account is £1000
Accounts Receivables                       Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.02
June.14
June.24

	Sales
Sales
Sales
	
	£8500
£8550
£5000



£22050
	June.22
June.24


June.27
June.30
	Sales Return
Cash
Sales Discount
Cash
Balance C/D
	
	£1000
£7125
£375

£8550
£5000
£22050


The Debit balance of accounts receivables is £5000
Accounts Payable                             Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.25


June.27
	Cash
Purchase Discount
Cash
Purchase Discount
	
	£11160
£840

£4410
£90

£16500
	June.13
June.21




	Purchase
Purchase




	
	£12000
£4500




£16500



Sales Discount                               Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.24
	Accounts Receivables-Claire
	
	£375


£375
	

June.30
	

Balance C/D
	
	

£375
£375


The Debit balance of the sales discount account is £375.

Purchase Discount                             Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	




June.30
	




Balance C/D
	
	




£930
£930
	June.25


June.27
	Accounts Payable-Georgina
Accounts Payable-Andrew


	
	£840


£90


£930


The Credit balance of the purchase discount is £930.


Ricardo’s
Trail Balance
June,27
[image: ]
Figure 11: The trial balance of Ricardo’s business for June.
Source: Author
The Trial balance shows that debit and credit parts are equal that means the calculations are correct. The balance shows £28980 on both sides. There are 7 types of accounts Ricardo has in his business for June. Sales and Purchase returns are posted on the credit side because it represents Revenue item. Cash, purchase, sales return, accounts receivables, sales discounts are posted on the debit side because those accounts are related to assets and expenses.









	Serial No.
	Account Title
	PR
	Debit
	Credit

	

01
	Income Summary
        Purchase
        Sales Return
        Sales Discount
(Expense accounts transferred to income summary account to close those account)
	
	£17875
	
£16500
£1000
£375

	

02
	Sales
Purchase Discount
      Income Summary 
(Revenue accounts transferred to income summary account to close those accounts)
	
	£28050
£930
	

£28980

	

03
	 Income Summary
     Ricardo-Capital
(Income summary accounts transferred to Ricardo-Capital accounts to close the income summary account)
	
	£11105
	
£11105




Purchase                                   Account Code No: 
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.13


June.21
	Accounts Payable-Georgina
Accounts Payable-Andrew

	
	£12000


£4500



£16500
	




June.27
	




Income Summary

	
	




£16500

£16500



Sales                                         Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	








June.27
	








Income Summary
	
	








£28050

£28050
	June.02


June.14


June.20
June.24
	Accounts Receivables- Claire
Accounts Receivables- Hywei
Cash-jane
Accounts Receivables- Mandy
	
	£8500


£8550


£6000
£5000



£28050



Sales Return                                  Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.22
	Accounts Receivables-Claire
	
	£1000



£1000
	

June.27
	

Income Summary
	
	

£1000

£1000






Sales Discount                            Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.24
	Accounts Receivables-Claire
	
	£375



£375
	

June.27
	

Income Summary

	
	

£375

£375



Purchase Discount                           Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	




June.27
	




Income Summary
	
	




£930

£930
	June.25


June.27
	Accounts Payable-Georgina
Accounts Payable-Andrew


	
	£840


£90



£930



Income Summary                             Account Code No:
	Date
	Description
	J. R
	Amount
	Date
	Description
	J. R
	Amount

	June.30



June.30
	Purchase
Sales Return
Sales Discount
Ricardo-Capital
	
	£16500
£1000
£375

£11105

£28980
	June.30



	Sales
Purchase Discount


	
	£28050
£930




£28980





[bookmark: _Toc40126478]Conclusion
The report represents some accounting problems with its solutions. From this report, anyone can receive knowledge about the closing journal, closing ledger, and closing accounts. Besides how trail balance should structure and which item should post in the debit and credit side are also discussed in this report with an explanation. Profit or loss and financial position statements are also made in some problems. and why profit or loss and financial statement is necessary for a business firm is also described in this report.
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Description Balance Balance
Sales £350
Less: Costs of Goods Sold
Purchase £200
Less: Closing Inventory (£100)
(£100)
Gross Profit £250
Rent Expense £50
Net Profit £200
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Description Balance Balance Balance
Assets
Cash £240
Closing Inventory £100
Motor Van £150
Total Assets £490
Liabilities & Owners Equity
Loan £50
Less: Repaid Loan (£200)
£50
Capital £00
Add: Net Profit £200
500
Less: Withdrawal (£60)
£40
Total liabilities & Owners Equity £490
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Serial Accounts Title PR Debit Credit
No:
[ Capital £5000
02 Cash £4025
03 Purchase £1300
04 Loan £650
05 Motor Van £600
06 Sales £800
07 Repair Expense £200
08 Storage Expense £150
09 Withdrawal £175
£6450 £6450





image6.png
Description Balance Balance
Sales £800
Less: Costs of Goods Sold
Purchase £1300
Less: Closing Inventory (£800)
(£500)
Gross Profit £300
Repair Expense £200
Storage Expense £150 (e350)

Net Loss

(£50)
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Description Balance Balance Balance
Assets
Cash £4025
Closing Inventory £800
Motor Van £600
Total Assets £5425
Liabilities & Owners Equity
Loan £1000
Less: Repaid Loan (£350)
£650
Capital £5000
Less: Net Loss (£50)
4050
Less: Withdrawal (€175)
£4775
Total liabilities & Owners Equity £5425
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Setial Accounts Title PR Debit Credit
No:

ol Capital £1049

02 Cash £323

03 Purchase £225

04 Sales £412
05 Wages Expense £58

06 Office Expense £3

07 Accounts Receivables £164

08 Furniture& Fittings £230

09 Inventory £458

£1461

£1461
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Description Balance Balance
Sales £412
Less: Costs of Goods Sold
Tnventory £458
Purchase £225
(£683)
Gross Loss (£271)
Wages Expense
Office Expense £58
£3

Net Loss
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Description Balance Balance Balance
Asscts
Cash £323
Accounts Receivables £164
Fumiture £230
Total Assets £717
Liabilities & Owners Equity
Capital £1049
Less: Net Loss (£332)

Total liabilities & Owners Equity

£717
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Setial Accounts Title PR Debit Credit
No:

ol Cash £6105

02 Purchase £16500

03 Sales £28050

04 Sales Return £1000

05 Accounts Receivable £5000

06 Sales Discount £375

07 Purchase Discount £930

£28980 £28980
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Serial Accounts Title PR Debit Credit
No:
01 Capital £300
02 Cash £240
03 Purchase £200
04 Loan £50
05 Motor Van £150
06 Sales £350
07 Rent £50
08 Drawings £60
£700 £700





