Accounting Fundamentals

                                            NAME:COSMINA ANDREI
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Introduction

This Project Deals with the basics of accounting and is divided into 5 tasks. Each and every part of this project has been properly done thereby evaluating how ledgers, trial balance, statement of profit and loss a/c and statement of financial position are prepared. In addition to this direct adjustments have been done in ledger accounts and closing balances have also been computed thereby appropriately closing different ledgers. Statement of profit and loss a/c shows net profit and net loss earned by the organization during the concerned period, whereas Statement of financial position shows the financial position of various assets and liabilities at a given point of time.

Task 1

a)

Relevant Ledger Accounts of Maxim has been prepared on the basis of double entry accounting system. These ledger accounts have been shown below:-

	Cash A/c

	Date
	Particular 
	Amount £
	Date
	Particular
	Amount £

	5-Apr
	To Capital A/c
	300.00
	7-Apr
	By Purchases
	200.00

	8-Apr
	To Loan
	250.00
	15-Apr
	By Motor Van
	150.00

	20-Apr
	To Sales
	350.00
	28-Apr
	By Rent
	50.00

	 
	 
	
	29-Apr
	By Loan
	200.00

	 
	 
	
	30-Apr
	By Capital
	60.00

	 
	 
	
	30-Apr
	By Balance c/d
	240.00

	 
	Total
	900.00
	 
	Total
	900.00

	
	
	
	
	
	

	Capital A/c

	Date
	Particulra
	Amount £
	Date
	Particular
	Amount £

	30-Apr
	To Cash
	60.00
	5-Apr
	By Cash
	300.00

	30-Apr
	To balace c/d
	240.00
	 
	
	 

	 
	Total
	300.00
	 
	Total
	300.00

	
	
	
	
	
	

	Loan A/c

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	29-Apr
	By Cash
	200.00
	8-Apr
	By Cash
	250.00

	30-Apr
	By balance c/d
	50.00
	 
	
	 

	 
	Total
	250.00
	 
	Total
	250.00

	
	
	
	
	
	

	Purchase A/c

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	7-Apr
	To Cash
	200.00
	30-Apr
	By P&l
	200.00

	 
	Total
	200.00
	 
	Total
	200.00

	
	
	
	
	
	

	Motor Van A/c

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	15-Apr
	To Cash
	150.00
	30-Apr
	By balance c/d
	150.00

	 
	Total
	150.00
	 
	Total
	150.00

	
	
	
	
	
	


	Sales A/c

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	30-Apr
	By P&L
	350.00
	 
	By Cash
	350.00

	 
	Total
	350.00
	30-Apr
	Total
	350.00

	
	
	
	
	
	

	Rent A/c

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	28-Apr
	To Cash
	50.00
	28-Apr
	By P&L
	50.00

	 
	Total
	50.00
	 
	Total
	50.00


b) 

List of different account balances of Maxim on 30th April is shown below:-

	Account Balance on 30th April 

	Particulars
	Debit Balance £
	Credit Balance £

	Cash A/c
	240.00
	 

	Capital A/c
	
	240.00

	Loan A/c
	
	50.00

	Motor Van A/c
	150.00
	 

	Profit and Loss A/c
	
	200.00

	Closing Stock
	100.00
	 

	Total
	490.00
	490.00


c) Statements of Maxim on 30th April :-

	Statement Profit and Loss A/c of Maxim on 30th April

	Particulars
	Amount £
	Particulars
	Amount £

	To Opening Stock
	0.00
	By Sales
	350.00

	To Purchases
	200.00
	By Closing Stock
	100.00

	To Gross Profit
	250.00
	
	 

	 
	450.00
	
	450.00

	To Rent
	50.00
	By Gross Profit
	250.00

	To Net Profit
	200.00
	 
	 



	Statement of Financial Position of Maxim on 30th April

	Liabilities
	Amount £
	Asset
	Amount £

	Capital
	240.00
	Fixed Assets
	 

	Reserves and Surplus
	 
	Motor Van
	150.00

	Profit and Loss a/c
	200.00
	Current Assets
	 

	Non Current Liability
	 
	Stock
	100.00

	Current Liability
	 
	Cash
	240.00

	Loan 
	50.00
	
	 

	Total
	490.00
	Total
	490.00


Task 2

a) At this section I will write about ledger accounts. They are:
	Cash A/c

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	1-Jan
	To Capital
	5000.00
	2-Jan
	By Motor Van
	600.00

	4-Jan
	To Loan
	1000.00
	3-Jan
	By Purchases
	1300.00

	13-Jan
	To Sales
	300.00
	10-Jan
	By Motor Van Expenses
	200.00

	20-Jan
	To Sales
	500.00
	24-Jan
	By Storage Expenses
	150.00

	 
	
	 
	27-Jan
	By Loan
	350.00

	 
	
	 
	30-Jan
	By Capital
	175.00

	 
	
	 
	31-Jan
	By Balance c/d
	4025.00

	 
	Total
	6800.00
	 
	Total
	6800.00

	
	
	
	
	
	

	Capital A/c 

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	30-Jan
	To Cash
	175.00
	1-Jan
	By Cash
	5000.00

	31-Jan
	To Balance c/d
	4825.00
	 
	
	 

	 
	Total
	5000.00
	 
	Total
	5000.00

	
	
	
	
	
	

	Motor Van A/c 

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	2-Jan
	To Cash
	600.00
	31-Jan
	By Balance c/d
	600.00

	 
	Total
	600.00
	 
	Total
	600.00

	
	
	
	
	
	

	Purchase A/c 

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	3-Jan
	To Cash
	1300.00
	31-Jan
	By P&L
	1300.00

	 
	Total
	1300.00
	 
	Total
	1300.00

	
	
	
	
	
	

	Motor Van Expense A/c 

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	10-Jan
	To Cash
	200.00
	31-Jan
	By P&L
	200.00

	 
	Total
	200.00
	 
	Total
	200.00

	
	
	
	
	
	

	Storage Expense A/c 

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	24-Jan
	To Cash
	150.00
	31-Jan
	By P&L
	150.00

	 
	Total
	150.00
	 
	Total
	150.00

	
	
	
	
	
	

	Loan A/c

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	27-Jan
	To Cash
	350.00
	4-Jan
	By Cash
	1000.00

	31-Jan
	To Balance c/d
	650.00
	
	 
	 

	 
	Total
	1000.00
	 
	Total
	1000.00

	
	
	
	
	
	

	Sales A/c

	Date
	Particular
	Amount £
	Date
	Particular
	Amount £

	31-Jan
	To P&L
	800.00
	13-Jan
	By Cash
	300.00

	 
	 
	
	20-Jan
	By Cash
	500.00

	 
	Total
	800.00
	 
	Total
	800.00


b)

Trial Balance of Pendo as on 31st January is shown below:-

	Trial Balance as on 31st January

	Particulars
	Debit Balance £
	Credit Balance £

	Cash A/c
	4025.00
	 

	Capital A/c
	 
	4825.00

	Motor Van A/c
	600.00
	 

	Loan A/c
	 
	650.00

	P&l A/c
	50.00
	 

	Stock A/c
	800.00
	 

	Total
	5475.00
	5475.00


c) Pendo’s financial statements  as on 31st January are:-

	Statement Profit and Loss A/c of Pendo on 31st Jan

	Particulars
	Amount£
	Particulars
	Amount£

	To Opening Stock
	0.00
	By Sales
	800.00

	To Purchases
	1300.00
	By Closing Stock
	800.00

	To Gross Profit
	300.00
	 
	 

	 
	1600.00
	 
	1600.00

	To Rent
	
	By Gross Profit
	300.00

	To Motor Van Expenses
	200.00
	 
	 

	To Storage Expenses
	150.00
	 
	 

	 
	 
	By Net Loss
	-50.00


	Statement of Financial Position of Pendo on 31st Jan 

	Liability
	Amount£
	Asset 
	Amount£

	Capital
	4825.00
	Fixed Asset
	 

	Current Liability
	
	Motor Van
	600.00

	Loan
	650.00
	Net Loss
	50.00

	 
	
	Current Assets
	 

	 
	
	Stock
	800.00

	 
	
	Cash
	4025.00

	Total
	5475.00
	Total
	5475.00


Task 3

a)

Ledger accounts can be defined as those accounts which are used to store or record the transactions transacted in the business. Examples of ledger account are Cash Account, Fixed asset account, receivables account, payable account, income account, expenses account (AccountingCoach. 2018).

 Mafuta on 31st January is:-

	Cash A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	1-Jan
	To balance b/d
	343.00
	5-Jan
	By Wages a/c
	12.00

	7-Jan
	To Smith a/c
	18.00
	9-Jan
	By Max a/c
	21.00

	11-Jan
	To Sales a/c
	64.00
	14-Jan
	By Wages a/c
	14.00

	21-Jan
	To Sales a/c
	110.00
	14-Jan
	By Purchases a/c
	75.00

	23-Jan
	To Harvey a/c
	25.00
	15-Jan
	By Rich a/c
	162.00

	28-Jan
	To Sales a/c
	84.00
	20-Jan
	By Office Desk A/c
	32.00

	31-Jan
	To Sales a/c
	30.00
	21-Jan
	By Wages a/c
	17.00

	 
	 
	 
	23-Jan
	By Office Expenses a/c
	3.00

	 
	 
	 
	28-Jan
	By Wages a/c
	15.00

	 
	 
	 
	31-Jan
	By Balance c/d
	323.00

	 
	Total
	674.00
	 
	Total
	674.00

	
	
	
	
	
	

	Furniture And Fittings A/c 

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	1-Jan
	To Balance b/d
	198.00
	31-Jan
	By Balance c/d
	230.00

	20-Jan
	To Cash a/c
	32.00
	 
	
	 

	 
	Total
	230.00
	 
	Total
	230.00

	
	
	
	
	
	

	Smith A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	1-Jan
	To Balance b/d
	18.00
	7-Jan
	By Cash a/c
	18.00

	 
	 
	
	 
	
	 

	 
	Total
	18.00
	 
	Total
	18.00

	
	
	
	
	
	

	Harvey A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	1-Jan
	To Balance b/d
	39.00
	23-Jan
	By Cash a/c
	25.00

	2-Jan
	To sales a/c
	124.00
	31-Jan
	By Balance c/d
	138.00

	 
	Total
	163.00
	 
	Total
	163.00

	
	
	
	
	
	

	
	
	
	
	
	


	Moon A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	1-Jan
	To Balance b/d
	26.00
	31-Jan
	By balance c/d
	26.00

	 
	 
	
	 
	
	 

	 
	Total
	26.00
	 
	Total
	26.00

	
	
	
	
	
	

	Rich A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	15-Jan
	To Cash a/c
	162.00
	1-Jan
	By Balance b/d
	12.00

	 
	 
	
	5-Jan
	By Purchases
	150.00

	 
	Total
	162.00
	 
	Total
	162.00

	
	
	
	
	
	

	Max A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	9-Jan
	To cash a/c
	21.00
	1-Jan
	By Balance b/d
	21.00

	 
	 
	
	 
	
	 

	 
	Total
	21.00
	 
	Total
	21.00

	
	
	
	
	
	

	
	
	
	
	
	

	Sales A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	31-Jan
	To P&L
	412.00
	2-Jan
	By Harvey a/c
	124.00

	 
	 
	
	11-Jan
	BY Cash a/c
	64.00

	 
	 
	
	21-Jan
	BY Cash a/c
	110.00

	 
	 
	
	28-Jan
	BY Cash a/c
	84.00

	 
	 
	
	31-Jan
	BY Cash a/c
	30.00

	 
	Total
	412.00
	 
	Total
	412.00

	
	
	
	
	
	

	Wages A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	5-Jan
	To Cash a/c
	12.00
	31-Jan
	By P&L
	58.00

	14-Jan
	To Cash a/c
	14.00
	 
	
	 

	21-Jan
	To Cash a/c
	17.00
	 
	
	 

	28-Jan
	To Cash a/c
	15.00
	 
	
	 

	 
	Total
	58.00
	 
	Total
	58.00

	
	
	
	
	
	

	Purchase A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	5-Jan
	To Rich A/c
	150.00
	31-Jan
	By P&L
	225.00

	14-Jan
	To Cash a/c
	75.00
	 
	
	 

	 
	Total
	225.00
	 
	Total
	225.00

	
	
	
	
	
	

	
	
	
	
	
	

	Office Expense A/c

	Date
	Particular
	Amount£
	Date
	Particular
	Amount£

	23-Jan
	To Cash a/c
	3.00
	31-Jan
	By P&L
	3.00

	 
	Total
	3.00
	 
	Total
	3.00


b)

Trial Balance shows the closing balance .Trial Balanceis knowing as debit balance and credit balance.Trial Balance is divided into two parts. One part is known as Debit balance while the other part is known as Credit balance. 

	Trial Balance of Mafuta on 31st Jan 

	Particulars
	Debit balance £
	Credit balance £

	Cash A/c
	323.00
	 

	Furniture And Fittings A/c 
	230.00
	 

	Harvey A/c
	138.00
	 

	Moon A/c
	26.00
	 

	Stock A/c
	374.00
	 

	Capital A/c
	 
	1049.00

	P&L A/c
	 
	42.00

	Total
	1091.00
	1091.00


c) Financial Statements include Statement of Profit and Loss a/c, Statement of Financial Position, Cash Flow statement, Statement of change in Equity and Notes to account.

Mafuta’s statement on 31st January is as follows

	Statement Profit and Loss A/c of Mafuta on 31st Jan

	Particulars
	Amount£
	Particulars
	Amount£

	To Opening Stock
	458.00
	By Sales
	412.00

	To Purchases
	225.00
	By Closing Stock
	374.00

	To Wages
	58.00
	
	 

	To Gross Profit
	45.00
	
	 

	 
	 
	By Gross Profit
	45.00

	To Office Expenses
	3.00
	
	 

	To Net Profit
	42.00
	 
	 

	Statement of Financial Position of Mafuta on 31st Jan 

	Liability
	Amount£
	Asset 
	Amount£

	Capital
	1049.00
	Fixed Asset
	 

	Reserves and Surplus
	 
	Furniture and fittings
	230.00

	Net Profit
	42.00
	
	 

	 
	 
	Current Assets
	 

	 
	 
	Debtors
	164.00

	 
	 
	Stock 
	374.00

	 
	 
	Cash
	323.00

	 
	 
	
	 

	 
	 
	
	 

	 
	 
	Cash
	 

	Total
	1091.00
	Total
	1091.00


Task 4

Ricardo’s books
	Claire Account

	Date
	Particulars 
	Amount£
	Date
	Particulars 
	Amount£

	2-Jun-18
	To sales
	8075.00
	22-Jun-18
	By Sales Return A/c
	950.00

	 
	 
	 
	24-Jun-18
	By cash Account
	7125.00

	 
	Total
	8075.00
	 
	Total
	8075.00

	 
	 
	 
	 
	 
	 

	Georgina Account

	Date
	Particulars 
	Amount£
	Date
	Particulars 
	Amount£

	25-Jun-18
	To cash
	11160.00
	13-Jun-18
	By Purchases
	11160.00

	 
	Total
	11160.00
	 
	Total
	11160.00

	 
	 
	 
	 
	 
	 

	Hywel Account

	Date
	Particulars 
	Amount
	Date
	Particulars 
	Amount

	14-Jun-18
	To sales
	8550.00
	25-Jun-18
	By cash Account
	8550.00

	 
	Total
	8550.00
	 
	Total
	8550.00

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Cash A/c

	Date
	Particulars 
	Amount£
	Date
	Particulars 
	Amount£

	20-Jun-18
	To sales(jane)
	6000.00
	25-Jun-18
	By  Georgia
	11160.00

	24-Jun-18
	 To Claire Account
	7125.00
	27-Jun-18
	By Andrew Account
	4410.00

	25-Jun-18
	 To Hywel Account
	8550.00
	 
	By Balance C/d
	6105.00

	 
	Total
	21675.00
	 
	Total
	21675.00

	 
	 
	 
	 
	 
	 

	Andrew Account

	Date
	Particulars 
	Amount£
	Date
	Particulars 
	Amount£

	27-Jun-18
	To cash
	4410.00
	21-Jun-18
	By Purchases
	4410.00

	 
	Total
	4410.00
	 
	Total
	4410.00

	 
	 
	 
	 
	 
	 

	Mandy Account

	Date
	Particulars 
	Amount£
	Date
	Particulars 
	Amount£

	24-Jun-18
	To sales(Mandy A/c)
	4850.00
	30-Jun
	By Balance C/d
	4850.00

	 
	Total
	4850.00
	 
	Total
	4850.00

	 
	 
	 
	 
	 
	 

	Sales account

	Date
	Particulars 
	Amount£
	Date
	Particulars 
	Amount£

	22-Jun
	To Sales Return
	1000.00
	2-Jun
	By Claire Account
	8075.00

	30-Jun
	To P&L
	27050.00
	2-Jun
	By Cash Discount
	425.00

	 
	 
	 
	14-Jun
	By Hywei A/c
	8550.00

	 
	 
	 
	20-Jun
	By Cash a/c
	6000.00

	 
	 
	 
	24-Jun
	By Mandy A/c
	4850.00

	 
	 
	 
	24-Jun
	By Cash Discount
	150.00

	 
	Total
	28050.00
	 
	Total
	28050.00

	
	
	
	
	
	

	Cash Discount Account

	Date
	Particulars 
	Amount£
	Date
	Particulars 
	Amount£

	2-Jun-18
	To sales(Claire account)
	425.00
	13-Jun-18
	By Purchases(Georgina A/c)
	840.00

	24-Jun-18
	To sales(Mandy account)
	150.00
	21-Jun-18
	By Purchases(Andrew A/c)
	90.00

	30-Jun-18
	To P&L
	405.00
	22-Jun-18
	By Sales Return
	50.00

	 
	Total
	980.00
	 
	Total
	980.00

	
	
	
	
	
	

	Sales Return Account

	Date
	Particulars 
	Amount£
	Date
	Particulars 
	Amount£

	22-Jun-18
	To Claire A/c
	950
	22-Jun
	By Sales A/c
	1000

	22-Jun
	To Cash Disc
	50
	 
	
	 

	 
	Total
	1000
	 
	Total
	1000

	
	
	
	
	
	

	Purchase a/c

	Date
	Particulars 
	Amount£
	Date
	Particulars 
	Amount£

	13-Jun-18
	To Georgina
	11160.00
	30-Jun
	By P&L
	16500.00

	13-Jun-18
	To Cash Discount
	840.00
	 
	 
	 

	21-Jun
	To Andrew a/c
	4410.00
	 
	 
	 

	 
	To Cash Discount
	90.00
	 
	 
	 

	 
	Total
	16500.00
	 
	Total
	16500.00


	Trading Account

	Pariculars
	Amount
	Particulars
	Amount

	To opening Stock
	-
	By Sales(Net)
	27050.00

	To Purchases (Net)
	16500.00
	By Closing Stock
	-

	To Cash Discount
	 
	By Discount
	405.00

	To net Profit
	10955.00
	
	 

	Total
	27455.00
	Total
	27455.00


	TRIAL BALANCE

	PARTICULARS
	DEBIT
	CREDIT

	CASH
	6105.00
	-

	MANDY ACCOUNT
	4850.00
	-

	 
	
	 

	PROFIT AND LOSS A/C
	-
	10955.00

	TOTAL
	10955.00
	10955.00


Task 5

Capital expenditures are for 
productive assets for a long period of time, knowing as fixed assets and revenue expenditures are for costs, cost of goods sold or repairs.
For example, a company purchased a machine for manufacturing a product. Purchase cost and installation cost incurred on such machine will be regarded as Capital Expenditure, however any expenditure incurred on repairs and maintenance will be regarded as revenue expenditure because it does not increases the earning capacity of the machine.

Capital Expenditure on the other hand can be described as those expenses which increases the earning capacity of an asset.(accessed online accountingtools.com)
Purchase cost: legal expenses to acquire the title of asset, installation expenses, and cost incurred.

Conclusion

My essay is focalized on Ledger Accounts,Trial Balance , Statement of Profit and Loss Account ,Statement of Financial Position. Is compared the difference between Capital expenditure and revenue expenditure. As an extension to this, is explained about the Revenue Expenditure and Capital Expenditure.
References

AccountingCoach. 2018. What Is A General Ledger Account? | (online)Accountingcoach. Available at: https://www.accountingcoach.com/blog/what-is-a-general-ledger-account 

(Accessed 19 December 2018)
https://www.accountingcoach.com/blog/what-is-a-general-ledger-account(online)Accesed( 08 January 8, 2019)

https://www.accountingtools.com/articles/the-difference-between-capital-expenditures-and-revenue-expe.html (Accessed 08 January 2019)

