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Introduction
Accounting is the process of recording financial transactions pertaining to a business. The accounting process includes summarizing, analysing, and reporting these transactions to oversight agencies, regulators, and/or tax collection entities. It is systematic recording, measuring and communicating financial information usually with the financial manager present in an organisation. (Tuovila, A., updated 28 January 2020) In this study different financial transactions are evaluated relating to Maxim, Pendo, Mafuta and Ricardo. 
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Calculation for Maxim Account

Ledger accounts for April

Maxim commenced trading in his bakery on 5 April. All transactions are cash.

Capital
	
	
	
	5
	Cash
	300.00



Cash
	5
	Capital
	300.00
	7
	Goods
	200.00

	8
	Loan
	250.00
	15
	Van
	150

	20
	Goods
	350.00
	28
	Rent
	50

	
	
	
	29
	Loan
	200

	
	
	
	30
	Drawings
	60



Purchase
	7
	Goods
	200.00
	
	
	



Loan
	29
	Repayment
	200.00
	8
	Tatiana
	250.00



Van
	15
	Van
	150.00
	
	
	



Sales
	
	
	
	20
	Goods
	350.00



Rent
	28
	Rent
	50.00
	
	
	



Drawings
	30
	Cash
	60.00
	
	
	





Account balances as of 30 April

	
	Debit
	Credit

	Capital
	300
	

	Cash
	660
	990

	Purchases
	200
	

	Loan
	200
	250

	Van
	150
	

	Sales
	
	350

	Rent
	50
	

	Drawings
	60
	

	Goods
	
	100

	
	£1620.00
	£1690.00




Profit and Loss as of 30 April

Revenue	£1690.00
Less expenses	£1620.00
Profit		     £70.00

Net Profit of business from 5 to 30 April was £70.00

Statement of financial position as of 30 April

	Assets
	£

	Goods
	100

	Van
	150

	Cash
	330

	
	580.00

	
	

	Liabilities
	£

	Initial Capital
	300

	Loan
	50

	
	350.00



Final capital is assets - liabilities: 580-350 = £230.00







Task 2

Pendo’s second-hand furniture account
Pendo’s trading for January. All transactions are cash.

Ledger accounts for January

Capital
	
	
	
	1
	Cash
	5,000.00

	
	
	
	
	
	£5,000.00



Cash
	1
	Capital
	5,000.00
	2
	Van
	600.00

	4
	Loan
	1,000.00
	3
	Goods
	1,300

	13
	Goods
	300.00
	10
	Van expenses
	200

	20
	Goods
	500.00
	24
	Storage
	150

	
	
	
	27
	Loan repayment
	350

	
	
	
	30
	Drawings
	175

	
	
	£6,800.00
	
	
	£2,775.00



Van
	2
	Purchase
	600.00
	
	
	

	10
	Expenses
	200.00
	
	
	

	
	
	£800.00
	
	
	



Purchase
	3
	Goods
	1,300.00
	
	
	

	
	
	£1,300,00
	
	
	



Loan
	27
	Repayment
	350.00
	4
	Sergei
	1,000

	
	
	£350.00
	
	
	£1,000.00




Sales
	
	
	
	13
	Goods
	300.00

	
	
	
	20
	Goods
	500.00

	
	
	
	
	
	£800.00



Storage
	24
	Storage charge
	150.00
	
	
	

	
	
	£150.00
	
	
	



Drawings
	30
	Cash
	175.00
	
	
	

	
	
	£175.00
	
	
	





Trial Balance as at 31 January

	
	Dr
	Cr

	
	£
	£

	Purchases
	1,900
	

	Sales
	
	800

	Expenses
	350
	

	Sergei
	350
	1,000

	Inventory
	
	800

	
	2,600.00
	2,600.00




Statement of financial position as of 31 January

Assets
Goods in stock valued at £800.00
Value of recently purchased van is £600.00
Cash in account is 6,800-2,775 = £4,02500
Liabilities
Initial investment = £5,000
Loan is initial loan £1,000 - repayment £350 = £650


	Assets
	£

	Goods
	800

	Van
	600

	Cash
	4,025

	
	5,425.00

	
	

	Liabilities
	£

	Initial Capital
	5000

	Loan
	650

	
	5,650.00



Final capital is assets - liabilities: 5,425-5,650 = -£250.00 (£250.00 in arrears)

The financial position of the company is £250.00 in arrears.


Task 3

Mafuta.

Opening Capital Balance

	Assets
	£

	Cash
	343

	Inventory
	458

	Furniture and fittings
	198

	Receivables
	83

	
	1,082.00

	
	

	Liabilities
	£

	Suppliers
	33

	
	33.00



Opening capital balance on 1 January is 1,082 - 33 = £1,049.00 (credit)

Ledger accounts for January

Cash
	7
	Smith
	18
	5
	Wages
	12

	21
	Sales
	110
	9
	Max – creditor
	21

	28
	Sales
	84
	14
	Wages
	14

	31
	Sales
	30
	14
	Goods
	75

	
	
	
	15
	Rich – creditor
	162

	
	
	
	20
	Desk
	32

	
	
	
	21
	Wages
	17

	
	
	
	23
	Office expenses
	3

	
	
	
	23
	Harvey
	25

	
	
	
	28
	wages
	15

	
	
	£242.00
	
	
	£376.00



Credit
	2
	Goods to Harvey
	124
	5
	Goods from Rich
	150

	9
	Max (paid)
	21
	
	
	

	12
	Rich (paid)
	162
	
	
	

	23
	Harvey (paid)
	25
	
	
	

	
	
	£332.00
	
	
	£150.00



Wages
	5
	cash
	12
	
	
	

	14
	Cash
	14
	
	
	

	21
	Cash
	17
	
	
	

	28
	Cash
	15
	
	
	

	
	
	£58.00
	
	
	





Goods
	5
	Rich - credit
	150
	2
	Harvey - credit
	124

	14
	Bought Cash
	75
	21
	Cash sales
	110

	
	
	
	28
	Cash sales
	84

	
	
	
	30
	Cash sales
	30

	
	
	£225.00
	
	
	£348.00



Fixtures
	20
	Desk
	32
	
	
	

	
	
	£32.00
	
	
	



Expenses
	23
	Office
	3
	
	
	

	
	
	£3.00
	
	
	



Trial Balance as at 31 January

	
	Dr
	Cr

	
	£
	£

	Opening
	33
	1082

	Cash
	376
	242

	Creditors
	150
	332

	Wages
	58
	

	Goods
	348
	225

	Fixtures
	
	32

	Expenses
	3
	

	
	968.00
	1913.00



Statement of financial position as of 31 January

Assets
Cash held is (343 + 242 – 376) = £209.00
Goods in stock valued at (458 + 225 – 348) = £335.00
Furniture and fittings valued (198 + 32) = £230.00
Receivables (18 + 26) = £44
Liabilities
Suppliers (Harvey) = £60

	Assets
	£

	Cash
	209

	Goods
	335

	Furniture & fittings
	230

	Receivables
	44

	
	818.00

	
	

	Liabilities
	£

	Suppliers
	60

	
	60.00



Final capital is assets - liabilities: 818 - 60 = £758.00 
The financial position of the company is £758.00 in credit.
Task 4

Calculation for Ricardo Account

Transactions for June

2/6 
Sale to Claire 
Value of goods = 	£8,500 – credit. 		Offered 5% discount

13/6 
Bought from Georgina 
Value of goods = 	£12,000 - credit. 	Offered 7% discount

14/6 
Sale to Hywel 
Value of goods = 	£9,000 – credit. 		Offered 5% discount 

20/6 
Sale to Jane 
Price = 			£6,000

21/6 
Bought from Andrew 
Value of goods = 	£4,500 – credit. 		Offered 2% discount 

22/6
Claire returned goods to value of £1,000

24/6
Sale to Mandy 
Value of goods = 	£5,000
Less 3% discount =	(£150)
Price = 			£4,850

Claire paid for goods with discount
Value of goods =	£7,500
Less 5% discount =	(£375)
Price = 			£7,125

25/6
Hywel paid in full = 	£9,000

Paid Georgina 
Value of goods = 	£12,000
Less 7% discount =	(£840)
Cost = 			£11,160

27/6
Paid Andrew
Value of goods = 	£4,500 - credit
Less 2% discount =	(£90)
Cost = 			£4,410

Ledger accounts for June


Cash/bank
	20
	Jane
	6,000
	25
	Georgina
	11,160

	24
	Mandy
	4,850
	27
	Andrew
	4,410

	24
	Claire
	7,125
	
	
	

	25
	Hywel
	9,000
	
	
	

	
	
	£26,975.00
	
	
	£15,570.00



Credit
	2
	Claire
	8,500
	13
	Georgina
	12,000

	14
	Hywel
	9,000
	21
	Andrew
	4,500

	25
	Took Georgina’s -% offer
	12,000
	22
	Claire returned
	1,000

	27
	Took Andrew’s -% offer
	4,500
	24
	Claire took discount
	7,500

	
	
	
	25
	Hywel paid
	9,000

	
	
	£34,000.00
	
	
	£34,000.00



Claire
	22
	Returned
	1,000
	2
	Credit
	8500

	24
	Rescinded credit
	7,500
	24
	Paid inc -%
	7,125

	
	
	£8,500
	
	
	£15,625



Georgina
	13
	Credit
	12,000
	25
	Took -% offer
	12,000

	25
	Paid cash
	11,160
	
	
	

	
	
	£23,160.00
	
	
	£12,000.00



Hywel
	25
	Rescinded credit. Paid 
	9,000
	14
	Credit
	9,000

	
	
	
	25
	Cash
	9,000

	
	
	£9,000.00
	
	
	£18,000.00



Jane
	
	
	
	20
	Sold
	6,000

	
	
	
	
	
	£6,000.00



Andrew
	21
	Credit
	4,500
	27
	Rescinded credit
	4,500

	27
	Paid cash
	4,410
	
	
	

	
	
	£8,910.00
	
	
	£4,500.00



Mandy
	
	
	
	24
	Paid
	4,850

	
	
	
	
	
	£4,850.00






Conclusion
Financial statements are written records that convey the business activities and the financial performance of a company.
Here we have prepared ledger accounts where information is stored with beginning and end balances. These are adjusted during an accounting period with debits and credits. (Bragg, S., 2019)
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