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Introduction to Accounting 

The language of the business is the accounting. Accounting is the 

system for recording, summarizing and analyzing financial transactions 

of economic operators. Effective communication of this information is 

crucial for the success of each business. Relying on financial information 

includes internal users, such as managers and employees of the 

company; External users such as banks, investors, government 

agencies, financial analysts and labor unions. The accountants must 

present the financial information of the Organization in clear and concise 

reports. The most common accounting statements are called financial 

statements. 

The Journal 

Business transactions are recorded in the Journal and have a 

chronological order. We can use several specialty journals, such as a 

purchase journal or a sales journal. The goal is to enroll transactions in 

more large-volume areas separately. More generic transactions with a 

lower volume are recorded in the general journal. Transactions are 

posted to Ledger accounts after entering a journal. Journals are the best 

source of information because they identify source documents. 

Entries in a journal use double accounting, where balancing debits and 

credits are used. The entries indicate the date, affected accounts, and 

amounts, as well as an identifier for the source document. 

Ledger Account 

Ledger entries are recorded in the G/L accounts. Debit entrances are 

made on the left side of the G/L account, and credit entries are made on 

the right side. G/L accounts are divided into two basic types-general 

ledger accounts and income statement accounts. 

Trial Balance 

A trial balance is a general ledger or a G/L report. It lists the balances in 

each of the accounts of an organization. The debit balance amounts are 

in a named column  "Debit balances," and the credit balance amounts 

are listed in another column with the name  "Credit balances.". The total 

amount of each of these two columns must be identical. 
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Profit and loss account  

A profit and loss account is a financial statement that summarizes the 

financial transactions for a business over a period in time. About 

charitable organizations, it is sometimes known as an Income and 

Expenditure account. 
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TASK 1 

a) Journal Entries in the books 

Date Description Debit Credit 

05-Apr Cash £300.00   

  Capital   £300.00 

07-Apr Purchases £200.00   

  Cash   £200.00 

08-Apr Cash £250.00   

  Loan from Tatiana   £250.00 

15-Apr Motor Van £150.00   

  Cash   £150.00 

20-Apr Cash £350.00   

  Sales   £350.00 

28-Apr Rent £50.00   

  Cash   £50.00 

29-Apr Loan from Tatiana £200.00   

  Cash   £200.00 

30-Apr Drawings £60.00   

  Cash   £60.00 

 

Ledger account    

Cash  
Date Description Debit Date Description Credit 

5.04 Capital  £                   300.00        

      7.04 Purchase 
 £       
200.00  

8.04 Loan Tatiana  £                   250.00        

      15.04 Motor Van 
 £       
150.00  

20.04 Sales  £                   350.00        

      28.04 Rent 
 £         
50.00  

      29.04 Loan Tatiana 
 £       
200.00  

      30.04 Drawing 
 £         
60.00  

      30.04 Balance  c/d 
 £       
240.00  

     £                   900.00      
 £       
900.00  

1.05 Balance b/d  £                   240.00        
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Loan Tatiana  
Date Description Debit Date Description Credit 

29.04 Cash  £         200.00  8.04 Cash £250.00 

30.04 Balance c/d  £           50.00        

     £         250.00      £250.00 

      1.05 Balance b/d £50.00 

      

      

  Capital   

data description debit data description credit 

30.04 cash £60.00 5.04 cash 
 £       
300.00  

  balance c/d £240.00      

  total £300.00   balance b/d 
 £       
240.00  

      

      

Trial balance at 30 Apr    

  Debit  Credit    

Cash £240.00      

Capital   £300.00    

Purchases £200.00      

Loan   £50.00    

Motor Van £150.00      

Sales   £350.00    

Rent £50.00      

Drawing £60.00      

  £700.00 £700.00    

Closing stock at 30 April: 100    
 

c) Statement of Loss or Profit  

Description Debit Credit   

Sales  £350.00   

Cost of goods sold      

Purchases £200.00     

Less Closing stock -£100.00     

Net cost of goods sold £100.00     

Gros profit  £250.00   

       

Less Expenses      

Rent £50.00     

Total Expenses £50.00     

Net profit   £200.00   
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Statement of financial position at 30 April 

Description Debit Credit 

      

Non-current assets     

Motor Van £150.00   

Total non-current assets   £150.00 

      

Current assets     

Inventory £100.00   

Cash £240.00   

Total current assets   £340.00 

Total assets   £490.00 

      

Total Liabilities     

Current liabilities     

Loan   £50.00 

Total Liabiliti   £50.00 

Capital £300.00   

Add net profit £200.00   

Less drowings -£60.00   

Net Capital   £440.00 

Total liabilities + capital   490 
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TASK 2 

a) Journal    

    

Date Description Debit Credit 

01-Jan Cash £5,000.00   

  Capital  £5,000.00 

02-Jan Motor van £600.00   

  Cash  £600.00 

03-Jan Purchases £1,300.00   

  Cash  £1,300.00 

04-Jan Cash £1,000.00   

  Loan Ser  £1,000.00 

10-Jan 
Expenses motor 
van £200.00   

  Cash  £200.00 

13-Jan Cash £300.00   

  Sales  £300.00 

20-Jan Cash £500.00   

  Sales  £500.00 

24-Jan Expenses £150.00   

  Cash  £150.00 

27-Jan Loan Sergei £350.00   

  Cash  £350.00 

30-Jan Drowings £175.00   

  Cash   £175.00 

    £9,575.00 £9,575.00 
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Ledger accounts     

Cash 

Date Description Debit Date Description Credit 

01-Jan Capital £5,000.00       

     02-Jan Motor van £600.00 

     03-Jan Purchases £1,300.00 

04-Jan Loan Ser £1,000.00       

     10-Jan 
Expenses motor 
van £200.00 

13-Jan Sales £300.00       

20-Jan Sales £500.00       

     24-Jan Expenses £150.00 

     27-Jan Loan £350.00 

     30-Jan Drawing £175.00 

     30-Jan Balance c/d £4,025.00 

         £6,800.00 

    £6,800.00       

01-Feb Balance b/d £4,025.00       

      

      

Loan Sergey 

Date Description Debit Date Description Credit 

     04-Jan Cash £1,000.00 

27-Jan Cash £350.00       

30-Jan Balance c/d £650.00       

    £1,000.00     £1,000.00 

      01-Feb Balance b/d £650.00 

      

      

Sales 

Date Description Debit Date Description Credit 

     13-Jan Cash 300 

     20-Jan Cash 500 

30-Jan Balance c/d 800     800 

      01-Feb Balance b/d 800 
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b) Trial Balance 

 Description Debit Credit 

 Cash £4,025.00   

 Loan   £650.00 

 Sales   £800.00 

 Capital   £5,000.00 

 Motor van £600.00   

 Purchases £1,300.00   

 Expenses Motor van £200.00   

 Expenses £150.00   

 Drawing £175.00   

   £6,450.00 £6,450.00 

 Closing stock at 31 Jan : £ 800  

    

    

c) 
Statement of profit or loss for the month ended 31 

Jan 

 Description £ £ 

 Sales   800 

 cost of goods sold     

 Purchases 1300   

 Less Closing stock -800   

 Net cost of goods sold 500   

 Gros profit   300 

       

 Less Expenses     

 Expenses Motor van 200   

 Expenses 150   

 Total Expenses 350   

 Net Profit   -50 
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TASK 3 

a) Ledger accounts 

 Trade Receivables Account - Smith 

 Date   Debit Date   Credit 

 1.01 Sales £18.00 7.01 Cash £18.00 

             

             

     £18.00     £18.00 

 
 

  Trade Receivables Account - Moon 

Date   Debit Date   Credit 

1.01 Sales £26.00       

      31.01 Bal c/d £26.00 

    £26.00     £26.00 

  Bal b/d £26.00       

 
Trade Payable Account - Max 

Date   Debit Date   Credit 

9.01 Cash £21.00 1.01 Purchases £21.00 

            

    £21.00     £21.00 

 
 

Cash 
Date   Debit Date   Credit 

1.01 Capital £343.00 5.01 Wages £12.00 

7.01 
Tr. Rec. Account - 
Smith £18.00 9.01 

Tr. Pay. Account - 
Max £21.00 

11.01 Sales £64.00 14.01 Wages £14.00 

23.01 
Tr. Rec. Account - 
Harvey £25.00 14.01 Purchases £75.00 

21.01 Sales £110.00 15.01 
Tr. Pay. Account - 
Rich £162.00 

28.01 Sales £84.00 20.01 Office desk £32.00 

31.01 Sales £30.00 21.01 Wages £17.00 

      23.01 Office expense £3.00 

      28.01 Wages £15.00 

      31.01 Bal c/d £323.00 

    £674.00     £674.00 

  Bal b/d £323.00       
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Inventory 

Date   Debit Date   Credit 

1.01 Capital £458.00       

      31.01 Bal c/d £458.00 

    £458.00     £458.00 

  Bal b/d £458.00       

      

      

Capital 

Date   Debit Date   Credit 

      1.01 Cash £343.00 

      1.01 Inventory £458.00 

31.01 Bal c/d £999.00 1.01 Furniture and fittings £198.00 

    £999.00     £999.00 

        Bal b/d £999.00 

      

      

Office desk 

Date   Debit Date   Credit 

20.01 Cash £32.00       

      31.01 Bal c/d £32.00 

    £32.00     £32.00 

 Bal b/d £32.00       

      

      

      

Trade Receivables Account - Harvey 

Date   Debit Date   Credit 

1.01 Sales £39.00 23.01 Cash £25.00 

2.01 Sales £124.00       

      31.01 Bal c/d £138.00 

    £163.00     £163.00 

  Bal b/d £138.00       

 
 

Trade Payable Account - Rich 

Date   Debit Date   Credit 

15.01 Cash  £  162.00  1.01 Purchases £12.00 

      5.01 Purchases £150.00 

     £  162.00      £162.00 
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Sales 

Date   Debit Date   Credit 

      1.01 
Tr. Rec. Account - 

Smith £18.00 

      1.01 
Tr. Rec. Account - 

Harvey £39.00 

      1.01 
Tr. Rec. Account - 

Moon £26.00 

      2.01 
Tr. Rec. Account - 

Harvey £124.00 

      11.01 Cash £64.00 

      21.01 Cash £110.00 

      28.01 Cash £84.00 

      31.01 Cash £30.00 

31.01 Bal c/d £495.00       

    £495.00     £495.00 

        Bal b/d £495.00 

      

      

Purchases 

Date   Debit Date   Credit 

1.01 
Tr. Pay Account - 
Max £12.00       

1.01 
Tr. Pay Account - 
Rich £21.00       

5.01 
Tr. Pay Account - 
Rich £150.00       

14.01 Cash £75.00 31.01 Bal c/d £258.00 

    £258.00     £258.00 

  Bal b/d £258.00       

      

      

Furniture and fittings 

Date   Debit Date   Credit 

1.01 Capital £198.00       

      31.01 Bal c/d £198.00 

    £198.00     £198.00 

  Bal b/d £198.00       
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 Wages 

 Date   Debit Date   Credit 

 5.01 Cash £12.00       

 14.01 Cash £14.00       

 21.01 Cash £17.00       

 28.01 Cash £15.00 31.01 
Bal 
c/d £58.00 

     £58.00     £58.00 

   Bal b/d £58.00       

       

       

 Office expenses 

 Date   Debit Date   Credit 

 23.01 Cash £3.00       

       31.01 
Bal 
c/d £3.00 

     £3.00     £3.00 

   Bal b/d £3.00       

       

       

       

b)    

 Trial balance at 31 January   

   Debit  Credit   

 

Trade Receivables Account - 
Harvey   £138.00     

 

Trade Receivables Account - 
Moon   £26.00     

 Sales   £495.00   

 Cash £323.00     

 Purchases   £258.00     

 Opening inventory   £458.00     

 Furniture and fittings   £198.00     

 Capital   £999.00   

 Wages £58.00     

 Office desk   £32.00     

 Office expenses   £3.00     

   £1,494.00 £1,494.00   

         

 Closing inventory £374.00    
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Statement of profit or loss for the month ended 30 April 

Description Debit Credit   

Sales   £495.00   

Cost of goods sold       

Opening inventory £458.00     

Purchases £258.00     

Less Closing stock -£374.00     

Net cost of goods sold £342.00     

Gros profit   £153.00   

        

Less Expenses       

Office expense £3.00     

Wages £58.00     

Total Expenses £61.00     

Net profit   £92.00   

    

    

Statement of financial position at 30 April 

Description Debit Credit   

        

Non-current assets       

Furniture and fittings £198.00     

Office desk £32.00     

Total non-current assets   £230.00   

        

Current assets       

Inventory £374.00     

Cash £323.00     

Trade Receivables 
(138+26) £164.00     

Total current assets   £861.00   

Total assets   £1,091.00   

        

Total Liabilities       

Current liabilities       

        

Total Liabilities       

Capital   £999.00   

Add net profit   £92.00   

        

Net Capital       

Total liabilities + capital   £1,091.00   
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TASK 4 

Trade Receivables Account - Claire 

Date   Debit Date   Credit 

2.06 Sales £8,500.00 22.06 Return goods £1,000.00 

      24.06 
Cash and Sales 
Discoutn £7,500.00 

    £8,500.00     £8,500.00 

      

      

Trade Receivables Account - Mandy 

Date   Debit Date   Credit 

24.06 Sales £5,000.00       

        Bal c/d £5,000.00 

    £5,000.00     £5,000.00 

  Bal b/d £5,000.00       

      

      

Trade Payable Account - Andrew 

Date   Debit Date   Credit 

27.06 
Cash and Payment 
discount £4,500.00 21.06 Purchases £4,500.00 

            

    £4,500.00     £4,500.00 

            

      

      

Cash 

Date   Debit Date   Credit 

20.06 Sales £6,000.00 25.06 Tr.pey.Georgina £11,160.00 

24.06 Tr.rec. Clarie £7,125.00 27.06 Tr.pey.Andrew £4,410.00 

25.06 Tr.rec. Hywel £8,550.00       

        Bal c/d £6,105.00 

    £21,675.00     £21,675.00 

  Bal b/d £6,105.00       
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Return goods 

Date   Debit Date   Credit 

22.06 Tr.rec. Claire £1,000.00       

        Bal c/d   

    £1,000.00     £1,000.00 

  Bal b/d £1,000.00       

      

      

Payments Discount Account 

Date   Debit Date   Credit 

      25.06 Tr.pay. Georgina £840.00 

      27.06 Tr.pay. Andrew £90.00 

  Bal c/d £930.00       

    £930.00     £930.00 

        Bal b/d £930.00 

      

      

Trade Receivables Account - Hywel 

Date   Debit Date   Credit 

14.06 Sales £8,550.00 25.06 Cash £8,550.00 

            

    £8,550.00     £8,550.00 

      

      

Trade Payable Account - Georgina 

Date   Debit Date   Credit 

25.06 
Cash and Payment 
discount £12,000.00 13.06 Purchases £12,000.00 

            

    12000     £12,000.00 

      

      

Sales 

Date   Debit Date   Credit 

      2.06 Tr.rec. Clarie £8,500.00 

      14.06 Tr.rec. Hywel £8,550.00 

      20.06 Cash Jane £6,000.00 

      24.06 Tr.rec. Mandy £5,000.00 

  Balance c/d £28,050.00       

    £28,050.00     £28,050.00 

      Bal b/d   £28,050.00 
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Purchases 

Date   Debit Date   Credit 

13.06 Tr.pay.Georgina £12,000.00       

21.06 Tr.pay.Andrew £4,500.00       

        Bal c/d £16,500.00 

    £16,500.00     £16,500.00 

  Bal b/d £16,500.00       

      

      

Sales Discount Account 

Date   Debit Date   Credit 

24.06 Tr.rec. Claire £375.00       

        Bal c/d £375.00 

    £375.00     £375.00 

  Bal b/d £375.00       

 

Trial balance at 27 June 

    Debit  Credit 

Trade Receivables Account - 
Mandy   £5,000.00   

Sales     £28,050.00 

Cash   £6,105.00   

Purchases   £16,500.00   

Return goods   £1,000.00   

Sales Discount Account   £375.00   

Payments Discount Account     £930.00 

    £28,980.00 £28,980.00 
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TASK 5 

Every business incurs expenses during its existence. These costs are 

called expenditures. Typically, businesses incur costs. The aim is to 

increase its effectiveness and future returns. Costs in business are 

categorized into capital expenditures and revenues. 

Capital expenditure 

Capital expenditures are business expenses. They are made to acquire 

assets or to increase the capacity of an asset. This yields the amount 

spent by the company to purchase a fixed capital asset or to increase 

the operational capacity of an existing capital asset. 

Capital expenditure is made to grow the business and increase profits 

and decrease the cost of production. As such, capital spending aims to 

take care of the future economic benefits of a company. This is a long-

term investment for business assets to create financial benefits in the 

future. A company even to install new machine equipment or to 

purchase machines, in the end, can again increase profits. 

Revenue Expenditure 

Unlike capital expenditure, revenue expenditure involves the expenses 

incurred in business daily operating activities. Therefore, it is an 

expenditure incurred regularly. The cost of revenue is a reasonable cost 

for business activity incurred during rotary business operations. 

Such costs are stationery, printing, electricity costs, salaries, postage, 

insurance, repairs and maintenance, inventory, taxes, etc. The cost of 

revenue is credited to the income statement. 

 Differences between Capital Expenditure and Revenue 

Expenditure 

The most significant difference between income and capital 

expenditures is that capital expenditures aim to improve the capacity to 

earn business costs. Revenues are aimed at maintaining the earning 

capacity. 

1. Term: Capital expenditures are long-term expenditure, and they 

have a long-term effect on business. It is not exhausted within the 

current reporting year. Its benefits will be obtained for several 
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years. The cost of revenue is short-term and is derived from it 

within the current accounting year. 

2. Physical Existence: Except for intangible assets, capital 
expenditures have a physical existence. Revenue costs do not 
have a physical presence because this applies to business items 
that are used in daily business operations. 

3. Amount Shown: Some of the capital expenditures are usually 

shown in the ' profit,  ' Trading account, and the loss ' and the 

balance shown on the asset in the balance sheet. With revenue 

costs, the entire amount is always displayed in the income 

statement or the trading account  "Profit and Loss." 

4. Progression:  Capital expenditures help the company to advance 
the business.  Tax costs help maintain business. 

5. Occurrence: Capital expenditures are non-recurring. The cost of 

revenue is regular and occurs repeatedly. 

6. Capitalization: Capital expenditures are capitalized. The cost of 

revenue is not capitalized. 

7. Balance sheet: Capital expenditures are indicated in the balance 

sheet until its benefits are exhausted. Revenue costs are not 

shown in the balance sheet. 

8. Revenue: The enterprise's revenues do not decrease from capital 

expenditures. The income of the business is not affected by the 

acquisition of fixed assets. Business profits are reduced and 

influenced by revenue costs. 

Summary 

Capital expenditures and revenue costs are essential for business 

growth and profit production. They help businesses make profits right 

now and in the future. Both are important for the business. The company 

buys an asset with capital expenditures. This helps to generate profits 

for the future. No asset is achieved with the cost of revenue, but it helps 

to maintain daily business processes. 
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