
                                              Final Accounts of Manufacturing Concern 

Manufacturing account 

The main aim of accounting is to arrange accounting data in order to ascertain the amount 

of profit or loss of an entity. For this purpose, we prepare the financial statements. The 

primary purpose of preparing Manufacturing Account format is to ascertain the 

manufacturing costs of finished goods. 

Non-manufacturing entities or the trading entities are involved in the purchase and sale of 

goods at a profit. Usually, Manufacturing entities prepare a Manufacturing Account also in 

addition to Trading Account, Profit and Loss Account and Balance Sheet. 

 

Manufacturing Account Format 

The manufacturing account helps to better the cost-effectiveness of manufacturing 

activities. After the ascertainment of the costs of finished goods, we need to transfer this 

cost to Trading Account. 

The trading account shows Gross Profit.  Whereas, the Manufacturing Account depicts the 

cost of goods sold and also includes direct expenses. Manufacturing account addresses the 

raw material and work in progress and does not deal with the finished goods. 

We debit all the direct production expenses such as depreciation on plant and machinery 

and factory building, repairs on plant and machinery and factory building, salary to the 

factory manager, wages, cartage on raw-materials, etc. 

Thus, the cost of finished goods includes the cost of raw materials and all direct expenses. 

All indirect expenses form a part of the Profit and Loss A/c. 

However, there is no standardized format of a Manufacturing Account. The following format 

covers various elements: 

                     Manufacturing Account  

1. In the absence of ledger balances like Inventories, quantity manufactured etc, we 

need to calculate the figures for Inventories, sales etc. from the available data. 

2. The Manufacturing Account format must show the quantities and values. 

3. Units sold = Opening inventory + units manufactured- closing inventory 

Manufacturing Account Formula 

The manufacturing cost of goods completed for an accounting period is calculated using the 

cost of goods manufactured formula as follows. 

 

Cost of goods manufactured formula 

Beginning/ opening raw material inventory 

+ Raw material purchases 

– Ending raw material inventory 

= Raw materials consumed 
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+ Direct labor 

+ Direct expenses 

+ Beginning WIP inventory 

– Ending WIP inventory 

+ Manufacturing overhead 

= Cost of goods manufactured 

 

In the formula raw material purchases is equal to the gross raw material purchases 

Difference Between Manufacturing and Trading Account 

The manufacturing account accumulates costs of production and is only used by a 

manufacturing business. The trading account is used to determine the gross profit on 

finished goods and is used by both trading and manufacturing businesses. 

https://www.double-entry-bookkeeping.com/income-statement-basics/trading-profit-and-loss-account/


 

 

Trading Accounts 

Trading accounts calculates trading profit or Gross Profit.  This account shows how the 

gross profit gets generated through the prime trading activities of a concern. The expenses 

that are directly related to the trading are included in this account. 

 



Profit & Loss Account 

Profit & Loss Account generates the Net Profit of a concern. The expenses and other 

incomes that are indirectly related to the trading are included in this account. This shows 

how the profit was earned. 

Profit & Loss Appropriation Account 

Profit & Loss Appropriation Account is used to show how a firms profit has been utilized, i.e. 

used in Dividend Payments, increase reserve etc. This is more interested to show the fate of 

the profit than the origin of profit. 

Balance Sheet 

The purpose of Balance Sheet is to ascertain the financial position of an organization i.e to 

know what it owes and what it owns on a certain date. Hence it shows all assets and 

liabilities of the organization as at the end of the accounting year.   

Sample Trading Account, Profit & Loss Account and Balance Sheet (For Manufacturing Unit) 

 



 

1) Manufacturing Account 

2) Trading Account 

3) Profit & Loss Account 

4) Balance sheet 

Adjustments 



Adjusting entries are accounting journal entries that convert a company's accounting 

records to the accrual basis of accounting. An adjusting journal entry is typically made just 

prior to issuing a company's financial statements. 

An accounting adjustment is a business transaction that has not yet been included in the 

accounting records of a business as of a specific date. 

 

https://www.accountingcoach.com/terms/A/accrual-basis-of-accounting
https://www.accountingcoach.com/terms/F/financial-statements
https://www.accountingtools.com/articles/2017/11/30/business-transaction
https://www.accountingtools.com/articles/2017/5/7/accounting-records


 

Trial balance 

1) Prepaid exp :- BA side 

2) O/s expenses :- BL side 

3) Income received in advance :- BL side 

4) Income due but not received / Accured Income :- BA side 

5) Depreciation :- P&L dr 



6) Closing Stock :- BA side 

7) Provision for depreciation :- Deducted from assets (BA side) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


