Unit:4
Final Accounts (10 Marks)
Preparation of financial statements of non-corporate business entities :sole proprietorship and partnership

3.2 PREPARATION OF FINAL ACCOUNTS—AN INTRODUCTION Preparation of final accounts is governed by different Acts, Laws, Standards and Principles like Income tax law, Company Act, Partnership Act, Accounting Standards (AS), Generally Accepted Accounting Principles (GAAP) etc., used for valuation of financial transactions/events to standardize accounting information, which in turn depends upon type of organization concerned. In other words, since different types of organizations operates under different legal framework, the methodology/procedure for preparation of final accounts will change accordingly. Again, there are three main categories of organizations on the basis of incorporation (Registration) viz. 1. Sole proprietorship concern 2. Partnership firm

PREPARATION OF FINAL ACCOUNTS FOR SOLE PROPRIETORSHIP CONCERN Preparation of Final Accounts can be studied according to following cases: Case 1 : Preparation of Final Accounts when Transactions/Events are given. Case 2 : Preparation of Final Accounts when Ledger balances are given. Case 3 : Preparation of Final Accounts when Trial balance with additional information is given






Case 1: Preparation of Final Accounts when Transactions/Events are given:
Trading activity:
Steps involved in preparation of Final Accounts when the organization concerned is engaged in trading activity are as follows:
Step 1 Journal entry
Step 2 Ledger entry Book-keeping
Step 3 Trial balance
Step 4 Trading Account (GP)
 Income statement
Step 5 P & L Account (NP)
Step 6 Balance Sheet
Manufacturing activity:
Steps involved in preparation of final accounts when the organization concerned is engaged in manufacturing activity are as follows:
Step 1 Journal entry
Step 2 Ledger entry Book-keeping
Step 3 Trial balance
Step 4 Manufacturing Account (COP)
Step 5 Trading Account (GP)
 Income statement
Step 6 P & L Account
 (NP)
Step 7 Balance Shee
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