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Introduction:

Accounting is the process of systematically recording of the financial transactions of a business. (www.accountingtools.com) Common financial transactions of a business include: selling goods and services, making purchases and paying expenses, payments in and out of the bank account.
The accounting system is made up by 5 stages:
1. The moment when a financial transaction takes place;
2. When the transaction takes place the financial document is involved;
3. The financial document is recorded on paper or computer on the books of prime entry;
4. The entries from the books of prime entry are then transferred to the ledger accounts. The ledger accounts involve double-entry accounts;
5. In the final stage a list of the balances of the double-entry accounts is made up and the name of the list is trial balance. (Cox and Fardon, 2016)
We will deal with the accounting process in the following tasks:
Task 1
Maxim commenced to trade in his bakery on 5th of April. We have to write up, balance and close the relevant ledger accounts, we have to prepare the list of accounts balances at 36th April and we have to prepare the statement of profit or loss and a statement of financial position.
a).
We have to write up, balance and close the following accounts: Cash Account, Capital Account, Loan from Tatiana Account, Sales Account, Purchases Account, Van Account, Rent Account, Withdrawing Account.
	Cash Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	05-Apr
	Capital Acc
	300.00
	07-Apr
	Purchases Acc
	200.00

	08-Apr
	Loan from Tatiana Acc
	250.00
	15-Apr
	Van Acc
	150.00

	20-Apr
	Sales Acc
	350.00
	28-Apr
	Rent Acc
	50.00

	 
	 
	 
	29-Apr
	Loan from Tatiana Acc
	200.00

	 
	 
	 
	30-Apr
	Withdrawing Acc
	60.00

	 
	 
	 
	30-Apr
	Balance c/d
	240.00

	 
	 
	900.00
	 
	 
	900.00

	01-May
	Balance b/d
	240.00
	 
	 
	 



	Capital Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	30-Apr
	Withdrawing Acc
	60.00
	05-Apr
	Cash Acc
	300.00

	30-Apr
	Balance c/d
	240.00
	 
	 
	 

	 
	 
	300.00
	 
	 
	300.00

	 
	 
	 
	01-May
	Balance b/d
	240.00


                           
	Loan from Tatiana Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	29-Apr
	Cash Acc
	200.00
	08-Apr
	Cash Acc
	250.00

	30-Apr
	Balance c/d
	50.00
	 
	 
	 

	 
	 
	250.00
	 
	 
	250.00

	 
	 
	 
	01-May
	Balance b/d
	50


                         
	Sales Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	30-Apr
	Balance c/d
	350.00
	20-Apr
	Cash Acc
	350.00

	 
	 
	350.00
	 
	 
	350.00

	 
	 
	 
	01-May
	Balance b/d
	350.00


                       
	Purchases Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	07-Apr
	Cash Acc
	200.00
	30-Apr
	Balance c/d
	200.00

	 
	 
	200.00
	 
	 
	200.00

	01-May
	Balance b/d
	200.00
	 
	 
	 



	Van Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	15-Apr
	Cash Acc
	150.00
	30-Apr
	Balance c/d
	150.00

	 
	 
	150.00
	 
	 
	150.00

	01-May
	Balance b/d
	150.00
	 
	 
	 


                                 



	Rent Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	28-Apr
	Cash Acc
	50.00
	30-Apr
	Balance c/d
	50.00

	 
	 
	50.00
	 
	 
	50.00

	01-May
	Balance b/d
	50.00
	 
	 
	 


                          
	Withdrawing Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	30-Apr
	Cash Acc
	60.00
	30-Apr
	Capital Acc
	60.00

	 
	 
	60.00
	 
	 
	60.00

	01-May
	Balance b/d
	0.00
	 
	 
	 


                              

b). 
We have to prepare a list of account balances at 30 April.
A trial balance is a is a list of the balances of every account making a distinguishing between accounts with debit balances and accounts with credit balances. The balance for each account is the amount brought down after the accounts have been balanced. (Cox and Fardon, 2016)
	Trial Balance of Maxim at 30 Apr

	Account Name
	Debit
	Credit

	Cash Account
	240.00
	 

	Capital Account
	 
	240.00

	Loan from Tatiana Account
	 
	50.00

	Sales Account
	 
	350.00

	Purchases Account
	200.00
	 

	Van Account
	150.00
	 

	Rent Account
	50.00
	 

	Withdrawing Account
	0.00
	 

	Totals:
	640.00
	640.00


                           




c).
We have to prepare the statement of profit and loss for the month ended 30 April and a statement of financial position at that date.
Statement of profit and loss shows the day-to-day income that the business has received over a period for the activity done. (Cox and Fardon, 2016)
INCOME minus EXPENSES equals PROFIT

	Profit and Loss Statement of Maxim at 30 Apr

	Sales
	 
	350.00

	Cost of goods sold:
	 
	 

	Purchases
	200.00
	 

	less Closing stock
	100.00
	 

	 
	 
	100.00

	Gross Profit:
	 
	250.00

	less Expenses
	 
	 

	Rent
	 
	100.00

	Net Profit
	 
	200.00


                    
Statement of financial position shows the value of the owner’s investment in the business. (Cox and Fardon, 2016)
ASSETS minus LIABILITIES equals CAPITAL

	Statement of financial position   of Maxim at 30 Apr

	Fixed assets
	 
	 

	Van
	 
	150.00

	Currents assets
	 
	 

	Stock
	100.00
	 

	Cash
	240.00
	 

	Total assets
	 
	490.00

	Less current liabilities:
	 
	 

	Loan from Tatiana
	50.00
	 

	 
	 
	440.00

	 
	 
	 

	Capital
	300.00
	 

	Add Net Profit
	200.00
	 

	Less Withdrawings:
	60.00
	440.00


               

Task 2
We have given the transactions of Pendo on the first month of trading.
a).
We have to write up the ledger accounts for the transactions:
	Cash Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	01-Jan
	Capital Acc
	5000.00
	25-Jan
	Motor Van Acc
	600.00

	04-Jan
	Loan from Sergei Acc
	1000.00
	03-Jan
	Purchases Acc
	1300.00

	13-Jan
	Sales Acc
	300.00
	10-Jan
	Expenses on motor van Acc
	200.00

	20-Jan
	Sales Acc
	500.00
	27-Jan
	Storage Expenses Acc
	150.00

	 
	 
	 
	30-Jan
	Loan from Sergei Acc
	350.00

	 
	 
	 
	31-Jan
	Withdrawn Acc
	175.00

	 
	 
	 
	31-Jan
	Balance c/d
	4025.00

	 
	 
	6800.00
	 
	 
	6800.00

	01-Feb
	Balance b/d
	4025.00
	 
	 
	 


                   
	Capital Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	30-Apr
	Withdrawing Acc
	175.00
	05-Apr
	Cash Acc
	5000.00

	30-Apr
	Balance c/d
	4825.00
	 
	 
	 

	 
	 
	5000.00
	 
	 
	5000.00

	 
	 
	 
	01-May
	Balance b/d
	4825.00


                  
	Loan from Sergei Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	27-Jan
	Cash Acc
	350.00
	04-Jan
	Cash Acc
	1000.00

	31-Jan
	Balance c/d
	650.00
	 
	 
	 

	 
	 
	1000.00
	 
	 
	1000.00

	 
	 
	 
	01-Feb
	Balance b/d
	650


                      





	Sales Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	 
	 
	 
	13-Jan
	Cash Acc
	300.00

	 
	 
	 
	20-Jan
	Cash Acc
	500.00

	31-Jan
	Balance c/d
	800.00
	 
	 
	 

	 
	 
	800.00
	 
	 
	800.00

	 
	 
	 
	01-Feb
	Balance b/d
	800



	Motor Van Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	02-Jan
	Cash Acc
	600.00
	31-Jan
	Balance c/d
	600.00

	 
	 
	600.00
	 
	 
	600.00

	01-Feb
	Balance b/d
	600.00
	 
	 
	 



	Purchases Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	03-Jan
	Cash Acc
	1300.00
	31-Jan
	Balance c/d
	1300.00

	 
	 
	1300.00
	 
	 
	1300.00

	01-Feb
	Balance b/d
	1300.00
	 
	 
	 



	Expenses on Motor Van Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	10-Jan
	Cash Acc
	200.00
	31-Jan
	Balance c/d
	200.00

	 
	 
	200.00
	 
	 
	200.00

	01-Feb
	Balance b/d
	200.00
	 
	 
	 



	Storage Expenses Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	24-Jan
	Cash Acc
	150.00
	31-Jan
	Balance c/d
	150.00

	 
	 
	150.00
	 
	 
	150.00

	01-Feb
	Balance b/d
	150.00
	 
	 
	 





    
	Withdrawn Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	30-Jan
	Cash Acc
	175.00
	31-Jan
	Capital Acc
	175.00

	 
	 
	 
	 
	 
	 

	 
	 
	175.00
	 
	 
	175.00

	01-Feb
	Balance b/d
	0.00
	 
	 
	 




b). 
We have to prepare the trial balance of Pendo at 31 January:
	Trial Balance of Pendo at 31 January

	Account Name
	Debit
	Credit

	Cash Acc
	4025.00
	 

	Capital Acc
	 
	4825.00

	Loan from Sergei Acc
	 
	650.00

	Sales Acc
	 
	800.00

	Motor Van Acc
	600.00
	 

	Purchases Acc
	1300.00
	 

	Expenses on Motor Van Acc
	200.00
	 

	Storage Expenses Acc
	150.00
	 

	Withdrawn Acc
	0.00
	 

	Totals:
	6275.00
	6275.00



c).
We have to prepare the statement of profit or loss for the month ended 31 January and a statement of financial position at that date for Pendo:
	Profit and Loss Statement of Pendo at 31 January

	Sales
	 
	800.00

	Cost of goods sold:
	 
	 

	Purchases
	1300.00
	 

	less Closing stock
	800.00
	 

	 
	 
	500.00

	Gross Profit:
	 
	300.00

	less Expenses
	 
	 

	Motor Van Expenses
	200.00
	 

	Storage Expenses
	150.00
	350.00

	Net Loss
	 
	50.00



	Statement of financial position  of Pendo at 31 January

	Fixed assets
	 
	 

	Motor Van
	 
	600.00

	Currents assets
	 
	 

	Stock
	800.00
	 

	Cash
	4025.00
	 

	Total assets
	 
	5425.00

	Less current liabilities:
	 
	 

	 
	 
	 

	Loan from Sergei
	650.00
	 

	 
	 
	4775.00

	 
	 
	 

	Capital
	5000.00
	 

	Add Net Loss
	-50.00
	 

	Less Withdrawing:
	175.00
	4775.00



Task 3
We have the assets, liabilities and transactions of Mafuta during January.
a).
We have to write up and close the relevant ledger accounts:
	Cash Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	01-Jan
	Balance b/d
	343.00
	05-Jan
	Wages Acc
	12.00

	07-Jan
	Smith Acc
	18.00
	09-Jan
	Max Acc
	21.00

	11-Jan
	Sales Acc
	64.00
	14-Jan
	Wages Acc
	14.00

	12-Jan
	Sales Acc
	110.00
	14-Jan
	Purchases Acc
	75.00

	23-Jan
	Harvey Acc
	25.00
	15-Jan
	Rich Acc
	162.00

	28-Jan
	Sales Acc
	84.00
	20-Jan
	Furniture & Fittings
	32.00

	31-Jan
	Sales Acc
	30
	21-Jan
	Wages Acc
	17.00

	 
	 
	 
	23-Jan
	Office Expenses
	3.00

	 
	 
	 
	28-Jan
	Wages Acc
	15.00

	 
	 
	 
	31-Jan
	Balance c/d
	323.00

	 
	 
	674.00
	 
	 
	674.00

	01-Feb
	Balance b/d
	323.00
	 
	 
	 






	Harvey Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	01-Jan
	Balance b/d
	39.00
	23-Jan
	Cash Acc
	25.00

	02-Jan
	Sales Acc
	124.00
	31-Jan
	Balance c/d
	138.00

	 
	 
	 
	 
	 
	 

	 
	 
	163.00
	 
	 
	163.00

	02-Feb
	Balance b/d
	138.00
	 
	 
	 



	Wages Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	05-Jan
	Cash Acc
	12.00
	31-Jan
	Balance c/d
	58.00

	14-Jan
	Cash Acc
	14.00
	 
	 
	 

	21-Jan
	Cash Acc
	17.00
	 
	 
	 

	28-Jan
	Cash Acc
	15.00
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	58.00
	 
	 
	58.00

	01-Feb
	Balance b/d
	58.00
	 
	 
	 



	Rich Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	15-Jan
	Cash Acc
	162.00
	01-Jan
	Balance b/d
	12.00

	 
	 
	 
	05-Jan
	Purchases Acc
	150.00

	 
	 
	162.00
	 
	 
	162.00

	 
	 
	 
	 
	 
	 



	Max Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	09-Jan
	Cash Acc
	21.00
	01-Jan
	Balance b/d
	21.00

	 
	 
	 
	 
	 
	 

	 
	 
	21.00
	 
	 
	21.00

	 
	 
	 
	 
	 
	 







	Sales Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	 
	 
	 
	02-Jan
	Harvey Acc
	124.00

	 
	 
	 
	11-Jan
	Cash Acc
	64.00

	 
	 
	 
	21-Jan
	Cash Acc
	110.00

	 
	 
	 
	28-Jan
	Cash Acc
	84.00

	31-Jan
	Balance c/d
	 
	31-Jan
	Cash Acc
	30.00

	 
	 
	412.00
	 
	 
	412.00

	 
	 
	 
	01-Feb
	Balance b/d
	412.00



	Purchases Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	05-Jan
	Rich Acc
	150.00
	 
	 
	 

	20-Jan
	Cash Acc
	75.00
	31-Jan
	Balance c/d
	225.00

	 
	 
	225.00
	 
	 
	225.00

	01-Feb
	Balance b/d
	225.00
	 
	 
	 



	Furniture and fittings Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	01-Jan
	Balance b/d
	198.00
	 
	 
	 

	20-Jan
	Cash Acc
	32.00
	31-Jan
	Balance c/d
	230.00

	 
	 
	230.00
	 
	 
	230.00

	01-Feb
	Balance b/d
	230.00
	 
	 
	 



	Office Expenses Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	23-Jan
	Cash Acc
	3.00
	31-Jan
	Balance c/d
	3.00

	 
	 
	 
	 
	 
	 

	 
	 
	3.00
	 
	 
	3.00

	01-Feb
	Balance b/d
	3.00
	 
	 
	 








	Smith Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	01-Jan
	Balance b/d
	18.00
	07-Jan
	Cash Acc
	18.00

	 
	 
	 
	 
	 
	 

	 
	 
	18.00
	 
	 
	18.00

	 
	 
	 
	 
	 
	 



	Moon Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	01-Jan
	Balance b/d
	26.00
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	26.00
	31-Jan
	Balance c/d
	26.00

	01-Feb
	Balance b/d
	26.00
	 
	 
	 



	Capital Acc

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	01-Jan
	Rich Acc
	12.00
	01-Jan
	Cash Acc
	343.00

	01-Jan
	Max Acc
	21.00
	01-Jan
	Furniture and fittings Acc
	198.00

	31-Jan
	Balance c/d
	1049.00
	01-Jan
	Inventory
	458.00

	 
	 
	 
	01-Jan
	Smith Acc
	18.00

	 
	 
	 
	01-Jan
	Harvey Acc
	39.00

	 
	 
	 
	01-Jan
	Moon Acc
	26.00

	 
	 
	1082.00
	 
	 
	1082.00

	 
	 
	 
	01-Feb
	Balance b/d
	1049.00












b).
We have to extract the trial balance at 31 Jan for Mafuta:
	Trial Balance of Mafuta at 31 January

	Account Name
	Debit
	Credit

	Cash Acc
	323.00
	 

	Harvey Acc
	138.00
	 

	Wages Acc
	58.00
	 

	Sales Acc
	 
	412.00

	Purchase Acc
	225.00
	 

	Furniture and fittings Acc
	230.00
	 

	Office Expenses Acc
	3.00
	 

	Moon Acc
	26.00
	 

	Capital Acc
	 
	1049.00

	Inventory Acc
	458.00
	 

	Totals:
	1461.00
	1461.00



c).
We have to prepare a statement of profit or loss and a statement of financial position at 31 Jan for Mafuta:
	Profit and Loss Statement at 31 January of Mafuta

	Sales
	 
	412.00

	Cost of goods sold:
	 
	 

	Beginning inventory
	458.00
	 

	Add Purchases
	225.00
	 

	less Closing stock
	374.00
	 

	 
	 
	309.00

	Gross Profit:
	 
	103.00

	less Expenses
	 
	 

	Wages
	58.00
	 

	Office Expenses
	3.00
	 

	Net Profit:
	 
	42.00









	Statement of financial position  at 31 January of Mafuta

	Fixed assets
	 
	 

	Motor Van
	 
	230.00

	 
	 
	 

	Currents assets
	 
	 

	Stock
	374.00
	 

	Cash
	323.00
	 

	Harvey
	138.00
	 

	Moon
	26.00
	 

	Total assets
	 
	1091.00

	Less curent liabilities:
	 
	 

	 
	0.00
	 

	 
	 
	 

	 
	 
	1091.00

	 
	 
	 

	Capital
	1049.00
	 

	Add Net Profit
	42.00
	 

	Less Withdrawing:
	0.00
	1091.00



Task 4
[bookmark: _GoBack]We will deal with Ricardo’s accounts and we have to prepare the ledger accounts and extract a trial balance at 27th June.

	Sales Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	 
	 
	 
	02-Jun
	Claire Acc
	8500.00

	 
	 
	 
	14-Jun
	Hywel Acc
	9000.00

	 
	 
	 
	20-Jun
	Jane Acc
	6000.00

	 
	 
	 
	24-Jun
	Mandy Acc
	5000.00

	30-Jun
	Balance c/d
	28500
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	28500.00
	 
	 
	28500.00

	 
	 
	 
	01-Jul
	Balance b/d
	28500.00








	Purchases Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	13-Jun
	Georgina Acc
	12000.00
	 
	 
	 

	21-Jun
	Andrew Acc
	4500.00
	 
	 
	 

	 
	 
	 
	30-Jun
	Balance c/d
	16500.00

	 
	 
	16500.00
	 
	 
	16500.00

	01-Jul
	Balance b/d
	16500.00
	 
	 
	 



	Cash Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	20-Jun
	Jane Acc
	6000.00
	25-Jun
	Georgina Acc
	11160.00

	24-Jun
	Claire Acc
	7125.00
	27-Jun
	Andrew Acc
	4410.00

	25-Jun
	Hywel Acc
	8550.00
	30-Jun
	Balance c/d
	6105.00

	 
	 
	21675.00
	 
	 
	21675.00

	01-Jul
	Balance b/d
	6105.00
	 
	 
	 



	Discounts received Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	 
	 
	 
	25-Jun
	Georgina Acc
	840.00

	 
	 
	 
	27-Jun
	Andrew Acc
	90.00

	30-Jun
	Balance c/d
	930.00
	 
	 
	 

	 
	 
	930.00
	 
	 
	930.00

	 
	 
	 
	01-Jul
	Balance b/d
	930.00



	Discounts allowed Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	14-Jun
	Hywel Acc
	450.00
	 
	 
	 

	24-Jun
	Claire Acc
	375.00
	 
	 
	 

	 
	 
	 
	30-Jun
	Balance c/d
	825.00

	 
	 
	825.00
	 
	 
	825.00

	01-Jul
	Balance b/d
	825.00
	 
	 
	 






	Sales returns Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	22-Jun
	Claire Acc
	1000.00
	 
	 
	 

	 
	 
	 
	30-Jun
	Balance c/d
	1000.00

	 
	 
	1000.00
	 
	 
	1000.00

	01-Jul
	Balance b/d
	1000.00
	 
	 
	 



	Andrew Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	27-Jun
	Discounts received Acc
	90.00
	21-Jun
	Purchases Acc
	4500.00

	27-Jun
	Cash Acc
	4410.00
	 
	 
	 

	 
	 
	4500.00
	 
	 
	4500.00

	 
	 
	 
	 
	 
	 



	Georgina Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	25-Jun
	Discounts received Acc
	840.00
	13-Jun
	Purchases Acc
	12000.00

	25-Jun
	Cash Acc
	11160.00
	 
	 
	 

	 
	 
	12000.00
	 
	 
	12000.00

	 
	 
	 
	 
	 
	 



	Mandy Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	24-Jun
	Sales Acc
	5000.00
	 
	 
	 

	 
	 
	 
	30-Jun
	Balance c/d
	5000.00

	 
	 
	5000.00
	 
	 
	5000.00

	01-Jul
	Balance b/d
	5000.00
	 
	 
	 








	Claire Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	02-Jun
	Sales Acc
	8500.00
	22-Jun
	Good returns Acc
	1000.00

	 
	 
	 
	24-Jun
	Discounts allowed Acc
	375.00

	 
	 
	 
	24-Jun
	Cash Acc
	7125.00

	 
	 
	8500.00
	 
	 
	8500.00

	
	
	
	
	
	

	
	
	
	
	
	

	 
	 
	 
	 
	 
	 

	Hywel Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	14-Jun
	Sales Acc
	9000.00
	14-Jun
	Discounts allowed Acc
	450.00

	 
	 
	 
	25-Jun
	Cash Acc
	8550.00

	 
	 
	9000.00
	 
	 
	9000.00

	 
	 
	 
	 
	 
	 



	Jane Account

	Debit
	Credit

	Date
	Details
	£
	Date
	Details
	£

	20-Jun
	Sales Acc
	6000.00
	20-Jun
	Cash Acc
	6000.00

	 
	 
	6000.00
	 
	 
	6000.00

	 
	 
	 
	 
	 
	 





	Trial Balance of Ricardo at 30 June

	Account Name
	Debit
	Credit

	Sales Acc
	 
	28500.00

	Purchases Acc
	16500.00
	 

	Mandy Acc
	5000.00
	 

	Discount received Acc
	 
	930.00

	Discounts allowed Acc
	825.00
	 

	Cash Acc
	6105.00
	 

	Sales Returns Acc
	1000.00
	 

	Totals:
	29430.00
	29430.00




Task 5

Capital expenditure is expenditure caused by the purchase or fixing of  fixed assets. Fixed assets are pieces bought by a business for use on a long- term basis.
Revenue expenditure is expenditure created by buying on running expenses of a business.
In the accounting system it is very important to make a difference between capital expenditure and revenue expenditure. The main reason for making this difference is to make sure that the accounting system shows the accurate financial position for the business. (Cox and Fardon, 2016)
The main distinctions between these classes of expenditure are the following;
· Timing: Capital expenditure is charged by depreciation on a long period of time. Revenue expenditure is charged on a short period of time.
· Consumption: A capital expenditure is consumed over the useful life of the fixed asset. A revenue expenditure is consumed in the current period.
· Size: If an expenditure involve large amount of money it is designated as a capital expenditure, if not, it is designed to be a revenue expenditure. A revenue expenditure can involve large amount of money as long as this will be consumed in the current period of accounting system of the business. (www.accountingtools.com)

Conclusion:

All kind of buying and selling bring off a broad range of financial transactions on a day after day routine. The transactions will need recording and reporting in the accounting system.
The accounting system is used to supply valuable data for the organisation holders and management department.
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