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[bookmark: _Toc4744314]Introduction
Accounting is a process of identifying, recording, classifying and summarising financial transactions of a business and preparation of financial statements to communicate the information among the intended internal and external users on a regular basis. This information system is used by owners, investors, creditors, regulators, employees, analysts, management and other parties within and outside the company to make rational decision on their own interest. A well-structured and on-going cycle is maintained in accounting starting from preparation of journal, ledger, trial balance and financial statements – income statement and balance sheet. This report covers these issues where assigned transactions are recorded in journal, then shifted to ledgers to prepare trial balance, statement of profit and loss and statement of financial position. Double entry book-keeping system is used here to record the transactions and support preparation of later stages. At the end of the report, key differences between revenue expenditure and capital expenditure are demonstrated also.

[bookmark: _Toc4744315]Task -1
[bookmark: _Toc4744316]1.1 Recording transactions in journal
	Date
	Account Name
	Ref
	Debit
	Credit

	5-Apr
	Cash
     Capital
	 
	300

	300

	7-Apr
	Purchase
    Cash
	 
	200

	200

	8-Apr
	Cash
     Loan
	 
	250

	250

	15-Apr
	Motor Van
    Cash
	 
	150

	150

	20-Apr
	Cash
    Sales
	 
	350

	350

	28-Apr
	Rent expense
    Cash
	 
	50

	50

	29-Apr
	Loan
    Cash
	 
	200

	200

	30-Apr
	Withdrawal
    Cash
	 
	60

	60



[bookmark: _Toc4744317]1.2 Shifting recorded transactions to ledgers
	Cash
	
	Capital

	Debit
	Credit
	
	Debit
	Credit

	5-Apr
	300
	7-Apr
	200
	
	 
	 
	5-Apr
	300

	8-Apr
	250
	15-Apr
	150
	
	 Balance 
	300 
	 
	 

	20-Apr
	350
	28-Apr
	50
	
	 
	 
	 
	 

	 
	 
	29-Apr
	200
	
	 
	 
	 
	 

	
	
	30-Apr
	60
	
	 
	 
	 
	 

	
	
	 Balance
	240
	
	 
	 
	 
	 

	Total
	900
	Total
	900
	
	Total
	300
	Total
	300

	Balance
	240 
	 
	 
	
	 
	 
	Balance
	       300 



	Purchase
	
	Loan

	Debit
	Credit
	
	Debit
	Credit

	7-Apr
	200
	 
	 
	
	29-Apr
	200
	8-Apr
	250

	 
	 
	 Balance
	 200
	
	 Balance
	 50
	 
	 

	 
	 
	 
	 
	
	 
	 
	 
	 

	Total
	200
	Total
	200
	
	 Total
	250
	Total
	250

	Balance
	200 
	 
	 
	
	 
	 
	Balance
	50 



	Motor Van
	
	Sales

	Debit
	Credit
	
	Debit
	Credit

	15-Apr
	150
	 
	 
	
	 
	 
	20-Apr
	350

	 
	 
	 Balance
	 150
	
	 Balance
	 350
	 
	 

	 
	 
	 
	 
	
	 
	 
	 
	 

	 Total
	150
	Total
	150
	
	 Total
	350
	Total
	350

	Balance
	150 
	 
	 
	
	 
	 
	Balance
	350 



	Rent expense
	
	Withdrawal

	Debit
	Credit
	
	Debit
	Credit

	28-Apr
	50
	 
	 
	
	30-Apr
	60
	 
	 

	 
	 
	 Balance
	50 
	
	 
	 
	 Balance
	 60

	 
	 
	 
	 
	
	 
	 
	 
	 

	 Total
	50
	Total
	50
	
	 Total
	60
	Total
	60

	Balance
	50 
	 
	 
	
	Balance
	60 
	 
	 



[bookmark: _Toc4744318]1.3 Extracting trail balance from the balances of ledgers
	Maxim
Trial Balance
At 30 April

	 SL 
	 Account Name 
	 Ref 
	 Debit 
	 Credit 

	           1 
	 Cash 
	 
	       240 
	 

	           2 
	 Capital 
	 
	 
	        300 

	           3 
	 Purchase 
	 
	       200 
	 

	           4 
	 Loan 
	 
	 
	          50 

	           5 
	 Motor Van 
	 
	       150 
	 

	           6 
	 Sales 
	 
	 
	        350 

	           7 
	 Rent expense 
	 
	         50 
	 

	           8 
	 Withdrawal 
	 
	         60 
	 

	 Total 
	 
	 
	       700 
	        700 




[bookmark: _Toc4744319]1.4 Preparation of statement of profit or loss
	Maxim
Statement of Profit or Loss
For the month ended 30 April

	 Account Name 
	 Amount 
	 Amount 

	 Sales 
	 
	          350 

	 Less: cost of goods sold 
	 
	 

	 Opening inventory 
	0
	 

	 Add: purchase 
	          200 
	 

	 Less: closing inventory 
	            -   
	          200 

	 Gross margin 
	 
	          150 

	 Selling and administrative expenses 
	 
	 

	 Rent expense 
	            50 
	 

	 Total selling and administrative expenses 
	 
	            50 

	 Net income 
	 
	          100 





[bookmark: _Toc4744320]1.5 Preparation of statement of financial position 
	Maxim
Statement of Financial Position
At 30 April

	 Assets 
	 Amount 
	 Amount 
	Amount

	 Current assets 
	 
	 
	 

	 Cash 
	                240 
	 
	 

	 Total current assets 
	 
	                240 
	 

	 Property, plant and equipment 
	 
	 
	 

	 Motor Van 
	                150 
	 
	 

	Total property, plant and equipment
	 
	                150 
	 

	Total assets
	 
	 
	             390 

	
	
	
	

	 Liabilities & equity 
	 
	 
	 

	 Liabilities 
	 
	 
	 

	 Loan 
	                  50 
	 
	 

	 Total liabilities 
	 
	                  50 
	 

	 Equity 
	 
	 
	 

	 Capital 
	                300 
	 
	 

	 Less: withdrawal 
	                  60 
	 
	 

	 Add: Net income 
	                100 
	 
	 

	Total equity
	 
	                340 
	 

	 Total liabilities and equity 
	 
	 
	             390 





[bookmark: _Toc4744321]Task -2 
[bookmark: _Toc4744322]2.1 Recording transactions in journal
	Date
	Account Name
	Ref
	Debit
	Credit

	1-Jan
	Cash
     Capital
	 
	5000

	5000

	2-Jan
	Motor Van
    Cash
	 
	600

	600

	3-Jan
	Purchase
    Cash
	 
	1300

	1300

	4-Jan
	Cash
     Loan
	 
	1000

	1000

	10-Jan
	Maintenance expense
      Cash
	 
	200

	200

	13-Jan
	Cash
     Sales
	 
	300

	300

	20-Jan
	Cash
     Sales
	 
	500

	500

	24-Jan
	Storage expense
      Cash
	 
	150

	150

	27-Jan
	Loan
     Cash
	 
	350

	350

	30-Jan
	Withdrawal
     Cash
	 
	175

	175





[bookmark: _Toc4744323]2.2 Shifting transactions in ledgers from journals
	Cash
	 
	Capital

	Debit
	Credit
	 
	Debit
	Credit

	1-Jan
	5000
	2-Jan
	600
	 
	 
	 
	1-Jan
	5,000

	4-Jan
	1,000
	3-Jan
	1300
	 
	 
	 
	 
	 

	13-Jan
	300
	10-Jan
	200
	 
	 
	 
	 
	 

	20-Jan
	500
	24-Jan
	150
	 
	 
	 
	 
	 

	 
	 
	27-Jan
	350
	 
	 
	 
	 
	 

	
	
	30-Jan
	175
	 
	
	
	
	

	
	
	Balance
	4,025
	
	 Balance
	5,000 
	 
	 

	 Total
	6,800
	Total
	6,800
	
	 Total
	5,000
	Total
	5,000

	Balance
	4,025 
	 
	 
	 
	 
	 
	Balance
	5,000 



	Motor Van
	 
	Purchase

	Debit
	Credit
	 
	Debit
	Credit

	2-Jan
	600
	 
	 
	 
	3-Jan
	1300
	 
	 

	 
	 
	 Balance
	600 
	 
	 
	 
	 Balance
	1,300 

	 Total
	600
	Total
	600
	
	 Total
	1,300
	Total
	1,300

	Balance
	600 
	 
	 
	 
	Balance
	1,300 
	 
	 



	Loan
	 
	Maintenance expense

	Debit
	Credit
	 
	Debit
	Credit

	27-Jan
	350
	4-Jan
	1000
	 
	10-Jan
	200
	 
	 

	 Balance
	650 
	 
	 
	 
	 
	 
	 Balance
	200 

	 Total
	1,000
	Total
	1,000
	
	 Total
	200
	Total
	200

	 
	 
	Balance
	      650 
	 
	Balance
	          200 
	 
	 



	Sales
	 
	Storage expense

	Debit
	Credit
	 
	Debit
	Credit

	 
	 
	13-Jan
	300
	 
	24-Jan
	150
	 
	 

	 
	 
	20-Jan
	500
	 
	 
	 
	 
	 

	Balance
	800 
	 
	 
	 
	 
	 
	 Balance
	150 

	 Total
	800
	Total
	800
	
	 Total
	150
	Total
	150

	
	 
	Balance
	      800 
	 
	Balance
	          150 
	 
	 



	Withdrawal

	Debit
	Credit

	30-Jan
	175
	 
	 

	 
	 
	 Balance
	175 

	 Total
	175
	Total
	175

	Balance
	175 
	 
	 




[bookmark: _Toc4744324]2.3 Extracting trial balance from the balances of ledgers
	Pendo
Trial Balance
At 31 January

	 SL 
	 Account Name 
	 Ref 
	 Debit 
	 Credit 

	           1 
	 Cash 
	 
	    4,025 
	 

	           2 
	 Capital 
	 
	 
	     5,000 

	           3 
	 Motor Van 
	 
	       600 
	 

	           4 
	 Purchase 
	 
	    1,300 
	 

	           5 
	 Loan 
	 
	 
	        650 

	           6 
	 Maintenance expense 
	 
	       200 
	 

	           7 
	 Sales 
	 
	 
	        800 

	           8 
	 Storage expense 
	 
	       150 
	 

	9
	Withdrawal
	 
	       175 
	 

	 Total 
	 
	 
	    6,275 
	     6,450 



[bookmark: _Toc4744325]2.4 Preparation of statement of profit or loss
	Pendo
Statement of Profit or Loss
For the month ended 31 January 

	 Account Name 
	 Amount 
	 Amount 

	 Sales 
	 
	          800 

	 Less: cost of goods sold 
	 
	 

	 Opening inventory 
	0
	 

	 Add: purchase 
	       1,300 
	 

	 Less: closing inventory 
	          800 
	          500 

	 Gross margin 
	 
	          300 

	 Selling and administrative expenses 
	 
	 

	 Maintenance expense 
	          200 
	 

	 Storage expense 
	          150 
	

	 Total selling and administrative expenses 
	 
	          350 

	 Net Loss 
	 
	          (50)





[bookmark: _Toc4744326]2.5 Preparation of statement of financial position
	Pendo
Statement of Financial Position
AT 31 January 

	 Assets 
	 Amount 
	 Amount 
	Amount

	 Current assets 
	 
	 
	 

	 Cash 
	             4,025 
	 
	 

	Inventory
	800
	 
	 

	 Total current assets 
	 
	             4,825 
	 

	 Property, plant and equipment 
	 
	 
	 

	 Motor Van 
	                600 
	 
	 

	Total property, plant and equipment
	 
	                600 
	 

	Total assets
	 
	 
	          5,425 

	 
	 
	 
	 

	 Liabilities & equity 
	 
	 
	 

	 Liabilities 
	 
	 
	 

	 Loan 
	                650 
	 
	 

	 Total liabilities 
	 
	                650 
	 

	 Equity 
	 
	 
	 

	 Capital 
	             5,000 
	 
	 

	 Less: withdrawal 
	                175 
	 
	 

	 Less: net loss 
	                 (50)
	 
	 

	Total equity
	 
	             4,775 
	 

	 Total liabilities and equity 
	 
	 
	          5,425 





[bookmark: _Toc4744327]Task – 3
[bookmark: _Toc4744328]3.1 Recording transactions in journal
	Date
	Account Name
	Ref
	Debit
	Credit

	2-Jan
	Trade receivables
    Sales
	 
	124


	124

	5-Jan
	Wage expense
Purchase
     Cash
     Trade payables
	 
	12
150


	

12
150

	7-Jan
	Cash
    Trade receivables
	 
	18


	18

	9-Jan
	Trade payables
    Cash
	 
	21


	21

	11-Jan
	Cash
     Sales
	 
	64


	64

	14-Jan
	Wage expense
Purchase
     Cash
	 
	14
75

	89

	15-Jan
	Trade payable
    Cash
	 
	12


	12

	20-Jan
	Furniture and fittings
     Cash
	 
	32


	32

	21-Jan
	Wage expense
Cash
      Sales
	 
	17
93


	110

	23-Jan
	Office expenses
Cash
     Trade receivable
	 
	3
22


	

25

	28-Jan
	Cash
Wage expense
      Sales
	 
	69
15


	84

	31-Jan
	Cash
     Sales
	 
	30


	30







[bookmark: _Toc4744329]3.2 Shifting journal entries to ledgers
	Cash
	 
	Trade receivables

	Debit
	Credit
	 
	Debit
	Credit

	Balance
	343
	5-Jan
	12
	 
	Balance
	83
	7-Jan
	18

	7-Jan
	18
	9-Jan
	21
	 
	2-Jan
	124
	23-Jan
	25

	11-Jan
	64
	14-Jan
	89
	 
	9-Jan
	21
	 
	 

	21-Jan
	93
	15-Jan
	12
	 
	 
	 
	 
	 

	23-Jan
	22
	20-Jan
	32
	 
	 
	 
	 
	 

	28-Jan
	69
	 
	 
	 
	 
	 
	 
	 

	31-Jan
	30
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 Balance
	473 
	 
	 
	 
	 Balance
	185 

	 Total
	639
	Total
	639
	
	 Total
	228
	Total
	228

	Balance
	           473 
	 
	 
	 
	Balance
	          185 
	 
	 



	Inventory
	 
	Furniture and fittings

	Debit
	Credit
	 
	Debit
	Credit

	Balance
	458
	 
	 
	 
	Balance
	198
	 
	 

	 
	 
	 
	 
	 
	20-Jan
	32
	 
	 

	 
	 
	 Balance
	458 
	 
	 
	 
	 Balance
	230 

	 Total
	458
	Total
	458
	
	 Total
	230
	Total
	230

	Balance
	           458 
	 
	 
	 
	Balance
	          230 
	 
	 



	Trade payables
	 
	Sales

	Debit
	Credit
	 
	Debit
	Credit

	15-Jan
	12
	Balance
	33
	 
	 
	 
	2-Jan
	124

	 
	 
	5-Jan
	150
	 
	 
	 
	11-Jan
	64

	 
	 
	 
	 
	 
	 
	 
	21-Jan
	110

	 
	 
	 
	 
	 
	 
	 
	28-Jan
	84

	 
	 
	 
	 
	 
	 
	 
	31-Jan
	30

	 Balance
	171
	 
	 
	 
	 Balance
	412
	 
	 

	 Total
	183
	Total
	183
	
	 Total
	412
	Total
	412

	 
	 
	Balance
	      171 
	 
	 
	 
	Balance
	           412 



	Wage expenses
	 
	Purchase

	Debit
	Credit
	 
	Debit
	Credit

	5-Jan
	12
	 
	 
	 
	5-Jan
	150
	 
	 

	14-Jan
	14
	 
	 
	 
	5-Jan
	75
	 
	 

	21-Jan
	17
	 
	 
	 
	 
	 
	 
	 

	28-Jan
	15
	 
	 
	 
	 
	 
	 
	 

	 
	 
	Balance 
	 58
	 
	 
	 
	 Balance
	 225

	 Total
	58
	Total
	58
	
	 Total
	225
	Total
	225

	Balance
	             58 
	 
	 
	 
	Balance
	          225 
	 
	 



	Office expenses

	Debit
	Credit

	23-Jan
	3
	 
	 

	 
	 
	Balance 
	3 

	 Total
	3
	Total
	R3

	Balance
	3 
	 
	 



[bookmark: _Toc4744330]3.3 Extracting trial balance from the balances of ledgers
	Mafuta
Trial Balance
At 31 January 

	 SL 
	 Account Name 
	 Ref 
	 Debit 
	 Credit 

	           1 
	 Cash 
	 
	       473 
	 

	           2 
	 Trade receivables 
	 
	       185 
	 

	           3 
	 Inventory, January 1
	 
	       458 
	 

	           4 
	 Furniture and fittings 
	 
	       230 
	 

	           5 
	 Trade payables 
	 
	 
	        171 

	           6 
	 Sales 
	 
	 
	        412 

	           7 
	 Wage expenses 
	 
	         58 
	 

	           8 
	 Purchase 
	 
	       225 
	 

	9
	Office expenses
	 
	           3 
	 

	10
	Capital
	 
	 
	1049

	 Total 
	 
	 
	    1,632 
	     1,632 



[bookmark: _Toc4744331]3.4 Preparation of profit and loss account
	Mafuta
Statement of Profit and Loss
For the month ended 31 January 

	 Account Name 
	 Amount 
	 Amount 

	 Sales 
	 
	          412 

	 Less: cost of goods sold 
	 
	 

	 Opening inventory 
	          458 
	 

	 Add: purchase 
	          225 
	 

	 Less: closing inventory 
	 
	          683 

	 Gross margin 
	 
	        (271)

	 Less: expenses 
	 
	 

	 Wage expenses 
	            58 
	 

	 Office expenses 
	              3 
	

	 Total expenses 
	 
	            61 

	 Net loss 
	 
	        (332)




[bookmark: _Toc4744332]3.5 Preparation of statement of financial position 
	Mafuta
Statement of Financial Position
At 31 January

	 Assets 
	 Amount 
	 Amount 
	Amount

	 Current assets 
	 
	 
	 

	 Cash 
	                473 
	 
	 

	 Trade receivables 
	                185 
	 
	 

	Inventory
	 
	 
	 

	 Total current assets 
	 
	                658 
	 

	 Property, plant and equipment 
	 
	 
	 

	 Furniture and fittings 
	                230 
	 
	 

	Total property, plant and equipment
	 
	                230 
	 

	Total assets
	 
	 
	             888 

	 
	 
	 
	 

	 Liabilities & equity 
	 
	 
	 

	 Liabilities 
	 
	 
	 

	 Trade payables 
	                171 
	 
	 

	 Total liabilities 
	 
	                171 
	 

	 Equity 
	 
	 
	 

	 Capital 
	             1,049 
	 
	 

	 Less: net loss 
	               (332)
	 
	 

	Total equity
	 
	                717 
	 

	 Total liabilities and equity 
	 
	 
	             888 





[bookmark: _Toc4744333]Task – 4
[bookmark: _Toc4744334]4.1 Recording transactions in journal
	Date
	Account Name
	Ref
	Debit
	Credit

	2-Jun
	Receivable - Clarie
    Sales
	 
	8500

	8500

	13-Jun
	Purchase
    Payable - Georgina
	 
	12000

	12000

	14-Jun
	Receivables - Hywel
     Sales
	 
	9000

	9000

	20-Jun
	Cash
     Sales
	 
	6000

	6000

	21-Jun
	Purchase
    Payable - Andrew
	 
	4500

	4500

	22-Jun
	Sales return
     Receivable - Clarie
	 
	1000

	1000

	24-Jun
	Receivable - Mandy
     Sales
	 
	5000

	5000

	 
	Cash
Cash discount
     Receivable - Claire
	 
	7125
375

	7500

	25-Jan
	Cash
     Receivable - Hywel
	 
	9000

	9000

	 
	Payable - Georgina
     Cash discount
     Cash
	 
	12000


	
840
11160

	27-Jun
	Payable - Andrew
     Cash discount
     Cash
	 
	4500


	90
4410





[bookmark: _Toc4744335]4.2 Shifting recorded transactions in ledgers
	Receivable - Clarie

	Debit
	Credit

	2-Jun
	8500
	22-Jun
	1000

	 
	 
	24-Jun
	7500

	 Total
	 8,500
	 Total
	 8,500



	Sales

	Debit
	Credit

	 
	 
	2-Jun
	8,500

	 
	 
	14-Jun
	9000

	 
	 
	20-Jun
	6000

	 Balance
	28,500
	24-Jun
	5000

	 Total
	 28,500
	 Total
	 28,500

	 
	 
	 
	 

	 
	 
	Balance
	         28,500 



	Purchase

	Debit
	Credit

	13-Jun
	12000
	 
	 

	21-Jun
	4500
	 Balance
	16,500 

	 Total
	16,500 
	 Total
	 16,500

	 
	 
	 
	 

	Balance
	                            16,500 
	 
	 




	Payable - Georina

	Debit
	Credit

	25-Jun
	12000
	13-Jun
	12000

	 
	 
	 
	 

	 Total
	 12,000
	 Total
	 12,000

	 
	 
	 
	 



	Receivable - Hywel

	Debit
	Credit

	14-Jun
	9000
	25-Jun
	9000

	 
	 
	 
	 

	 Total
	 9,000
	 Total
	 9,000

	 
	 
	 
	 




	Cash

	Debit
	Credit

	20-Jun
	6,000
	25-Jun
	11,160

	24-Jun
	7125
	27-Jun
	4410

	25-Jun
	9000
	 
	 

	 
	 
	 Balance
	6,555 

	 Total
	 22,125
	 Total
	 22,125

	 
	 
	 
	 

	Balance
	           6,555 
	 
	 



	Payable - Andrew

	Debit
	Credit

	27-Jun
	4500
	21-Jun
	4500

	 
	 
	 
	 

	 Total
	 4,500
	 Total
	 4,500



	Sales Return

	Debit
	Credit

	22-Jun
	1,000
	 
	 

	 
	 
	 Balance
	1,000

	 Total
	 1,000
	 Total
	 1,000

	 
	 
	 
	 

	Balance
	           1,000 
	 
	 



	Receivable - Mandy

	Debit
	Credit

	24-Jun
	5,000
	 
	 

	 
	 
	 Balance
	5,000

	 Total
	 5,000
	 Total
	5,000

	 
	 
	 
	 

	Balance
	5,000 
	 
	 



	Cash Discount

	Debit
	Credit

	24-Jun
	375
	25-Jun
	840

	Balance
	555
	27-Jun
	90

	 Total
	 930
	 Total
	 930

	 
	 
	 
	 

	 
	 
	Balance
	              555 





[bookmark: _Toc4744336]4.3 Extracting trial balance from the balances of ledgers
	Ricardo
Trial Balance
At 27 June

	 SL 
	 Account Name 
	 Ref 
	 Debit 
	 Credit 

	         1 
	 Sales 
	 
	 
	    28,500 

	         2 
	 Purchase 
	 
	     16,500 
	

	         3 
	 Cash 
	 
	       6,555 
	 

	         4 
	 Sales Return 
	 
	       1,000 
	 

	         5 
	Receivable - Mandy
	 
	       5,000 
	 

	         6 
	Cash Discount
	 
	 
	555

	 Total 
	 
	 
	     29,055 
	    29,055 





[bookmark: _Toc4744337]Task – 5
[bookmark: _Toc4744338]5.1 Differences between revenue and capital expenditure with reference to international accounting standards
	Point of difference
	Revenue expenditure
	Capital expenditure

	Definition
	Revenue expenditure is the costs that are treated as expenditure during the period at which they occur.
	Capital expenditure is the financial outlay to acquire fixed assets which increase the asset base of a company.

	Accounting Standards
	A number of international accounting standards and international financial reporting standards guide revenue expenditure like IAS-18 for revenue, IAS-11 for construction contracts.
	International accounting standards (IAS) 16, Property Plant and Equipment guides the recognition of capital expenditure.

	Purpose
	Revenue expenditure is incurred to maintain working capacity of the fixed assets and earnings capacity of the firm.
	Capital expenditure is done to increase the earnings capacity, not to maintain the capacity.

	Reporting
	This is not allowed to capitalise and reported in statement of profit and loss or income statement.
	IAS-16 allows capital expenditure to be capitalised and reported in the balance sheet (Atrill and McLaney, 2016).

	Effect on Balance sheet
	Revenue expenditure decreases cash balance and thereby has a negative pressure on cash if incurred in cash, if not in cash then increase current liability (Gowthorpe, 2015).
	Capital expenditure increases assets base in balance sheet and simultaneously decreases cash in balance sheet also if cash transaction occurs, if not then liability increases. 

	Effect on income statement
	Revenue expenditure is directly charged in income statement as an expense which decreases the net income (Weygandt, et al., 2016).
	Capital expenditure is reported in balance sheet and a part of total capital expenditure is depreciated or amortised each year and that depreciated or amortised portion is reported as the expense in each year until the net asset value come to zero (Wild, et al., 2017).

	Frequency
	Revenue expenditure is regular in nature which actually supports to make the product or offer the services.
	It is infrequent in nature and supports the assets base to generate revenue in the long-run.

	Timing
	The effect of revenue expenditure is short-term in nature.
	The effect of capital expenditure is long-term in nature.

	Matching principle
	Revenue is matched with the revenue expenditure.
	No need to match capital inflows to capital expenditure.

	Examples
	Wage and salaries, depreciation, amortisation, direct materials, rent, stationery expenses, commission are the few examples of revenue expenditure.
	Buying new equipment, building new plants, repairing and upgrading current fixed assets are the few examples of capital expenditure.



[bookmark: _Toc4744339]Conclusion
Accounting has been introduced and used as an information system which provides financial information to the intended users in a number of ways. The process of providing information to the users starts with the identification of financial transactions and then classification of the recorded transactions. This classification is done through preparation of ledgers and the balances of all ledgers are used to prepared trial balance which examines the correctness of previous stages done. This trial balance is used to prepare two important financial statements which have greater significance to decision makers. Statement of profit or loss and statement of financial position are these two statements where first one reports the financial performance comparing revenues generated and expenses incurred in a period and later on reports the assets, liabilities and owners’ interest in a firm at a certain point of time. Double entry book-keeping system was used here to record the assigned transactions and then prepare ledgers, trial balance, profit or loss statement and statement of financial position in all of the cases.
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