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i) Octroi

Ppacking expenses

) Forwarding charges
ix) ‘Transit — insurance
%) Dock dues

As mxmwmﬁma.mmm:mﬁ the process of accounting starts with the recording of entries of business transacti
the books of journal, passing through various stages and reaches the final stage of preparing final ac H
The term “final accounts” usually represents three types of various accounts, viz. Trading >oooE;n
and Loss Account and Balance Sheet. In the accounting principle, Balance m.wmwmﬁ is only a statement i

an account. But for all practical uses, Balance Sheet forms part of Final Accounts. NE

ing Stock refers to goods remain unsold at the end of the (accounting) year.

aration of Trading Account
of all related items have to be transferred to the Trading Account by way of pass-

4 for such transfer are termed as “Closing Entries.” By passing such closing
be closed. The closing entries are as follows:

rep
palances of accounts
tries. The entries neede
the respective accounts will

ORJECTIVE 1: ACCOUNTING PROCESS - PREPARATION OF FINAL ACCOUNTS
FROM TRIAL BALANCE ,
The final phase — preparation of final accounts from Trial Balance — is discussed in detail

chapter. The final accounts are to be prepared to ascertain the net profit or loss for a period (Trading ) F closing of debit accounts:
or :

Profit and Loss Account) and the financial position of th i it
e b
(Balance Sheet). P usiness entities on the last date of a peri  Trading Account . Dr.
To Opening Stoc
OBJECTIVE 2: TRADING ACCOUNT To Purchases Account
2.1 Trading Account: A Constituent of Final Accounts Mm MMMMWMMNMM%OSEQ .

To Direct Expenses Account

Trading account is a constituent of financial statements. In practice, it is treated along with Trading
(Direct expenses 0 be shown separately)

_ Profit and Loss Account, as one account and one unit. The Trading and Profit and Loss Account consis

two parts — the first part or stage or section is called Trading Account and the second part or stage or For closing of credit "
2) For closing of credit accounts:

MHMMM owr_ww wqwmw. mn%. Loss >ooos.5. The next stage after preparing the Trial Balance is the preparatio b
mﬁmﬁmama ﬁomnwmﬂ MHMW Wonozb.ﬂ istobe Edvmaw@ fora wmaoﬁmn accounting period, as thisisnotas mem"w}\n Returns A/ UM.
o m.m rom%a@mm po; M. mention here that trading account is not prepared at a particular time or . Ho ,wmmm. € N s nﬁ .
Tt g = rading and Profit and Loss >ooo.E: for the period ended on....” o Trading Accouny
Here Eomm s re _wmmnmwmwnmﬂ to know whether a business enterprise has earned profit or suffered loss 3) For closing of Trading Account:
P only gross profit or gross loss. Gross profit means the excess of operating (a) For Gross Profit:
Dr.

Trading Account
To Profit and Loss Account

(b) For Gross Loss:
Profit and Loss Account Dr.
To Trading Account

MMM% o<MH M:mnﬁ operating expenses. To put in other words, gross profit is the excess of net sales reven
B&M Mow o?moo% mmoE. Mw the preparation of Trading Account, selling prices of goods and services a
ed with cost of goods sold and services rendered. Some co i i
. . ncepts and terms asso i
Account are explained now. ’ chied it T

A@ Net Sales Revenue = Cash Sales + Credit Sales — Sales Returns
ii) Cost of Goods Sold = Opening Stock + Net Purch: i
ases — Cl i
e osing Stock (stock at the end) + Dire
Q.E Net Purchases = Cash Purchases + Credit Purchases — Purchases Returns
(iv) Gross Profit = Net Sales Revenues — Cost of Goods Sold

yte: The Trading Account is closed by transferring Gross Profit/Loss (balance in the account) to the Profit

d Loss Account, i.e. to the second section (stage) of the account.
g the Trading Account, care should be taken to treat the closing stock.

While preparin
alance (appear outside the Trial Balance),

1. In case, if the Closing Stock does not appear in the Trial B
the following entry is passed to incorporate the closing stock:
Stock Alc Dr.

To Trading A/c

Net effect: It appears both on the credit s

alance Sheet.

2. 1In case, if Closing Stock ap

in the Trading Account becaus
But Closing Stock will be shown in the Balance Sheet.

Wmmumum Stock refers to the goods existing at the beginning of the (accounting) period
irect expenses refer to the expenses that incurred from thi i : i
o om the purchase of goods till the conversion of goo

This includes:
ide of the Trading Account and on the Assets side of the

(i) Freight inwards
(i) Carriage inwards
(iii) Cartage inwards
(iv) Wages

(v) Import duty

pears in the Trial Ralance, Closing Stock will not be shown separately
e as it was already adjusted in Purchases or Cost of Goods Sold.




