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[bookmark: _Toc16862160]Introduction
The fundamentals of accounting include understanding the principles as well as conventions of accounting. The basics of accounting includes that each transaction performed by the owners affects two accounts at the same time. In other words, a specific transaction affects the debit side of one account and the credit side of another one at the same time. These fundaments of accounting are called as double entry system. This study includes preparation of ledger accounts with the transactions performed by four owners in their business. Moreover, the closing balances have been drawn and listed in the trial balance in order to check the mathematical accuracy. P/L statements have been drafted to determine the profits of four owners in their business. Lastly, balance sheet has been prepared to list their assets as well as liabilities. The differences between capital and revenue expenditure has been highlighted in the study according to IAS. 
[bookmark: _Toc16862161]Task 1: Maxim
[bookmark: _Toc16862162]a. Ledger accounts
Based on the understandings of Hopper and Bui (2016), ledger accounts are the T shaped accounts one side of which is the credit column and another side is debit column. The ledger accounts of Maxim has been prepared below to derive the closing balance of each accounts after incorporating opening balances as well as transactions performed. 
	Capital   

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Balance Opening
	300
	 Cash  
	300

	Sum 
	300
	Sum 
	300

	 
	 
	 balance Closing
	300



	Purchase    

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Cash  
	200
	 Balance Opening
	200

	Sum 
	200
	Sum 
	200

	 balance Closing
	200
	 
	 



	Closing Sck   

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Trading  
	100
	 balance Opening
	100

	Sum 
	100
	Sum 
	100

	 Balance Closing
	100
	 
	 



	Cash   

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Capital  
	300
	 Purchase  
	200

	 loan From Tatiana  
	250
	 Mor van  
	150

	 Sales  
	350
	 Rent  
	50

	 
	 
	 loan from Tatiana  
	200

	 
	 
	 Drawings  
	60

	 
	 
	 Balance Opening
	140

	Sum 
	800
	Sum 
	800

	 balance Closing 
	140
	 
	 



	Trading   

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Balance Closing
	100
	 Closing  
	100

	Sum 
	100
	Sum 
	100

	 
	 
	 balance Closing
	100



	Sales   

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Balance Opening
	350
	 Cash  
	350

	Sum 
	350
	Sum 
	350

	 
	 
	 balance Closing
	350



	Loan From Titiana   

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Cash  
	200
	 cash  
	250

	 Balance Opening
	50
	 
	 

	Sum 
	250
	Sum 
	250

	 
	 
	 Balance Closing
	50



	Rent   

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Cash  
	50
	 balance Opening
	50

	Sum 
	50
	Sum 
	50

	 Balance Closing
	50
	 
	 



	Drawings   

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Cash  
	60
	 balance Opening
	60

	Sum 
	60
	Sum 
	60

	 balance Closing
	60
	 
	 



	Motor Van   

	Particulars
	  (Pounds)
	Particulars
	  (Pounds)

	 Cash  
	150
	 balance Opening
	150

	Sum 
	150
	Sum 
	150

	 Balance Closing
	150
	 
	 



b. List of balance
Ledgers prepared above helped in deriving the closing balance which are again used in preparing trail balance of Maxim’s business.
	Account Balances

	Particulars
	Debit  
	Credit  

	Trading  
	100
	 

	Purchase  
	200
	 

	Motor Van  
	150
	 

	Capital  
	 
	300

	Loan from Titiana  
	 
	50

	Cash  
	140
	 

	Drawings  
	60
	 

	Sales  
	 
	350

	Rent  
	50
	 

	Sum
	700
	700



[bookmark: _Toc16862163]c. P/L Statement & Balance Sheet
With the help of above prepared accounts the P/L statement has been drawn for Maxim’s profit.
	P/L

	Particulars
	  (Pounds)

	Sales
	350

	Less: Purchases
	200

	Less: Rent
	50

	Profit 
	100



	Balance Sheet

	Particulars
	  (Pounds)

	Assets
	 

	Motor Van
	150

	Cash
	140

	Inventory
	100

	Sum  assets
	390

	Liabilities
	 

	Loan
	50

	Capital after making adjustments for drawings & profit
	340

	Sum  liabilities
	390



[bookmark: _Toc16862164]Task 2: Pendo
[bookmark: _Toc16862165]a. Ledger accounts
The ledger accounts of Pendo has been prepared below to derive the closing balance of each accounts after incorporating opening balances as well as transactions performed. 
	Closing stock 

	Particulars
	 (Pounds)
	Particulars
	 (Pounds)

	Trading 
	800
	balance Opening
	800

	Sum 
	800
	Sum 
	800

	balance Closing
	800
	 
	 



	Capital 

	Particulars
	 (Pounds)
	Particulars
	 (Pounds)

	balance Opening
	5000
	cash 
	5000

	Sum 
	5000
	Sum 
	5000

	 
	 
	balance Closing
	5000



	Purchases 

	Particulars
	 (Pounds)
	Particulars
	 (Pounds)

	Cash 
	1300
	balance Opening
	1300

	Sum 
	1300
	Sum 
	1300

	balance Closing
	1300
	 
	 



	Motor Van 

	Particulars
	 (Pounds)
	Particulars
	 (Pounds)

	cash 
	600
	 
	 

	cash 
	200
	balance Opening
	800

	Sum 
	800
	Sum 
	800

	balance Closing
	800
	 
	 



	Storage expense 

	Particulars
	 (Pounds)
	Particulars
	 (Pounds)

	Cash 
	150
	balance Opening
	150

	Sum 
	150
	Sum 
	150

	balance Closing
	 
	 
	 



	Sales 

	Particulars
	 (Pounds)
	Particulars
	 (Pounds)

	balance Opening
	800
	Cash 
	300

	 
	 
	Cash 
	500

	Sum 
	800
	Sum 
	800

	 
	 
	balance Closing
	800



	Loan from Sergie 

	Particulars
	 (Pounds)
	Particulars
	 (Pounds)

	Cash 
	350
	Cash 
	1000

	balance Opening
	650
	 
	 

	Sum 
	1000
	Sum 
	1000

	 
	 
	balance Closing
	650



	Cash 

	Particulars
	 (Pounds)
	Particulars
	 (Pounds)

	capital 
	5000
	Motor van 
	600

	loan from Sergie 
	1000
	Loan from Sergie 
	350

	sales 
	300
	Drawings 
	175

	sales 
	500
	Storage expenses
	150

	 
	 
	Purchase 
	1300

	 
	 
	Motor van 
	200

	 
	 
	Balance Opening
	4025

	Sum 
	6800
	Sum 
	6800

	balance Closing
	4025
	 
	 

	Drawings 

	Particulars
	 (Pounds)
	Particulars
	 (Pounds)

	Cash 
	175
	balance Closing
	175

	Sum 
	175
	Sum 
	175

	balance Closing
	175
	 
	 



[bookmark: _Toc16862166]b. Trial Balance
Ledgers prepared above helped in deriving the closing balance which are again used in preparing trail balance of Pendo’s business.
	Trial Balance

	Particulars
	Dr
	Cr

	Drawings
	175
	 

	Storage Expense
	150
	 

	Motor Van
	800
	 

	Sales
	 
	800

	Purchase
	1300
	 

	Cash
	4025
	 

	Capital
	 
	5000

	Loan From Sergie
	 
	650

	Sum 
	6450
	6450



[bookmark: _Toc16862167]c. P/L Statement & Balance Sheet 
With the help of above prepared accounts the P/L statement has been drawn for Pendo’s profit.
	P/L 

	Particulars
	 (Pounds)
	 (Pounds)

	Sales
	 
	800

	less: Purchase
	1300
	 

	less: Storage Expenses
	150
	 

	less: Motor Van Expenses
	200
	1650

	Loss
	 
	-850




	Balance Sheet

	Particulars
	 (Pounds)

	Assets
	 

	Motor Van
	600

	Cash
	4025

	Inventories
	800

	Sum  assets
	4025

	Liabilities
	 

	loan from Sergie
	650

	Capital
	5000

	less: Drawings
	-175

	less: Loss
	-850

	Suspense
	800

	Sum  liabilities
	4775





[bookmark: _Toc16862168]Task 3: Mafuta
[bookmark: _Toc16862169]a. Ledger accounts
The ledger accounts of Mafuta has been prepared below to derive the closing balance of each accounts after incorporating opening balances as well as transactions performed. 
	Capital at the beginning

	Assets
	  (Pounds )
	Liabilities
	  (Pounds )

	Inventory
	458
	Payables
	33

	Receivables
	83
	Capital Balance
	1049

	Furniture
	198
	 
	 

	Cash
	343
	 
	 

	Sum 
	1082
	Sum 
	1082



	Capital  

	Particulars
	  (Pounds )
	Particulars
	  (Pounds )

	 
	 
	 Balance Opening 
	1049

	 balance Closing 
	1049
	 
	 

	Sum 
	1049
	Sum 
	1049

	 
	 
	 Balance Opening 
	1049



	Rich  

	Particulars
	  (Pounds )
	Particulars
	  (Pounds )

	 Cash  
	162
	 Balance Opening 
	12

	 
	 
	 purchase  
	150

	Sum 
	162
	Sum 
	162



	Harvey  

	Particulars
	  (Pounds )
	Particulars
	  (Pounds )

	 Balance Opening 
	39
	 Cash  
	25

	 Sales  
	124
	 balance Closing 
	138

	Sum 
	163
	Sum 
	163



	Moon  

	Particulars
	  (Pounds )
	Particulars
	  (Pounds )

	 Balance Opening 
	26
	 balance Closing 
	26

	Sum 
	26
	Sum 
	26

	 balance Opening 
	26
	 
	 



	Smith  

	Particulars
	  (Pounds )
	Particulars
	  (Pounds )

	 Balance Opening 
	18
	 Cash  
	18

	Sum 
	18
	Sum 
	18



	Max  

	Particulars
	  (Pounds )
	Particulars
	  (Pounds )

	 Cash  
	21
	 Balance Opening 
	21

	Sum 
	21
	Sum 
	21



	Stock  

	Particulars
	  (Pounds )
	Particulars
	  (Pounds )

	 balance Opening 
	458
	 Cash  
	 

	 
	 
	 balance Closing 
	374

	Sum 
	458
	Sum 
	458

	 balance Opening 
	374
	 
	 



	Cash  

	Particulars
	  (Pounds )
	Particulars
	  (Pounds )

	 Capital   
	343
	 Wages  
	12

	 Harvey  
	163
	 Max  
	21

	 Sales  
	84
	 Office Desk  
	32

	 Sales  
	110
	 Purchase  
	75

	 Sales  
	30
	 Rich  
	162

	 Smith  
	18
	 Wages  
	15

	 Sales  
	64
	 Wages  
	17

	 
	 
	 Office expenses  
	3

	 
	 
	 Wages  
	14

	 
	 
	 Balance Closing 
	461

	Sum 
	812
	Sum 
	812

	 balance Opening 
	461
	 
	 



[bookmark: _Toc16862170]b. Trial Balance
Ledgers prepared above helped in deriving the closing balance which are again used in preparing trail balance of Mafuta’s business.
	Trial Balance

	Particulars
	Dr
	Cr

	Capital
	 
	1049

	Cash
	461
	 

	Moon
	26
	 

	Wages
	58
	 

	Purchase
	225
	 

	Sales
	 
	412

	Office Expenses
	63
	 

	Stock
	458
	 

	Harvey
	138
	 

	Office desk
	32
	 

	Sum 
	1429
	1461



[bookmark: _Toc16862171]c. P/L Statement & Balance Sheet
With the help of above prepared accounts the P/L statement has been drawn for Mafuta’s profit.
	P/L 

	Particulars
	  (Pounds )

	Sales
	412.00

	Less: Wages
	58.00

	Less: Office Expenses
	-3.00

	Less: purchase
	-225.00

	Profits
	126.00



	Balance Sheet

	Particulars
	  (Pounds )

	Assets
	 

	Cash
	605.00

	Moon
	26.00

	Office desk
	32.00

	Harvey
	138.00

	Closing stock
	374.00

	Sum  assets
	1175.00

	Liabilities
	 

	Capital
	1049.00

	Add: profits
	126.00

	Sum  liabilities
	1175.00





[bookmark: _Toc16862172]Task 4: Ricardo
[bookmark: _Toc16862173]a. Ledger Accounts
The ledger accounts of Ricardo has been prepared below to derive the closing balance of each accounts after incorporating opening balances as well as transactions performed. 
	Sales 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	 
	 
	Balance Opening
	0

	 
	 
	Clair 
	8075

	 
	 
	Discount Allowed 
	575

	 
	 
	Hywel 
	9000

	 
	 
	Cash 
	6000

	Balance Closing
	28650
	Mandy 
	5000

	Sum 
	28650
	Sum 
	28650

	 
	 
	Balance Opening
	28650



	Clair 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	Balance Opening
	0
	Sales Return 
	1000

	Sales
	8500
	Balance Closing
	7500

	Sum 
	8500
	Sum 
	8500

	Balance Opening
	7500
	 
	 



	Purchases 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	Balance Opening
	0
	 
	 

	Georgina  
	11160
	 
	 

	Discount Received 
	840
	 
	 

	Andrew 
	4410
	 
	 

	Discount Received 
	90
	Balance Closing
	16500

	Sum 
	16500
	Sum 
	16500

	Balance Opening
	16500
	 
	 



	Georgina 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	 
	 
	Balance Opening
	0

	Balance Closing
	12000
	Purchases 
	12000

	Sum 
	12000
	Sum 
	12000

	 
	 
	Balance Opening
	12000



	Andrew 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	 
	 
	Balance Opening
	0

	Balance Closing
	4500
	Purchases  
	4500

	Sum 
	4500
	Sum 
	4500

	 
	 
	Balance Opening
	4500



	Hywel 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	 
	 
	Balance Opening
	0

	Balance Closing
	9000
	Purchases  
	9000

	Sum 
	9000
	Sum 
	9000

	 
	 
	Balance Opening
	9000



	Mandy 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	Balance Opening
	0
	 
	 

	Sales 
	5000
	Balance Closing
	5000

	Sum 
	5000
	Sum 
	5000

	Balance Opening
	5000
	 
	 



	Sales Return 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	Balance Opening
	0
	 
	 

	Claire 
	1000
	Balance Closing
	1000

	Sum 
	1000
	Sum 
	1000

	Balance Opening
	1000
	 
	 



	Cash 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	Balance Opening
	0
	 
	 

	Sales 
	6000
	Balance Closing
	6000

	Sum 
	6000
	Sum 
	6000

	Balance Opening
	6000
	 
	 



	Sales Return 

	Particulars
	(Pounds)
	Particulars
	(Pounds)

	Balance Opening
	0
	 
	 

	Claire 
	1000
	Balance Closing
	1000

	Sum 
	1000
	Sum 
	1000

	Balance Opening
	1000
	 
	 



[bookmark: _Toc16862174]b. Trial Balance
Ledgers prepared above helped in deriving the closing balance which are again used in preparing trail balance of Ricardo’s business.
	Trial Balance as at 27 June

	Particulars
	Debit 
	Credit 

	Cash 
	6000
	 

	Georgina 
	 
	12000

	Hywel 
	9000
	 

	Sales Return 
	1000
	 

	Purchases 
	16650
	 

	Andrew 
	 
	4500

	Mandy 
	5000
	 

	Sales 
	 
	28650

	Clair 
	7500
	 

	Sum 
	45150
	45150



[bookmark: _Toc16862175]Task 5: Differentiating capital and revenue expenditure
As per the understandings of Afrifa and Padachi (2016), every business earns two types of expenditure which includes capital as well as revenue. 
Capital expenditure is termed as those which relates to a long period of time and involves huge payments. On the other hand, revenue expenditure is termed as those which relates to a short period of time and involves fewer payments. The differences between them as per IAS have been cited below: 
	Capital expenditure
	Revenue expenditure

	As inspired from the ideas of Easton and Sommers (2018), the time period which capital expenditure affects is more than one year. For instance, when assets are purchased it is used by the business for more than a year. 
	The time period which revenue expenditure affects is less than one year. For instance, expenses paid on repair of assets such as equipment are for shorter period of time which is less than a year. 

	The source of capital expenditure is the initial amount of capital which a business invests before commencement of operations. 
	As influenced from the ideas of Gitman et al. (2015), the source of revenue expenditure is the revenue which a business earns by performing its operations.

	Capital expenditure is non-recurring due to which it is incurred after a long interval of time. 
	Revenue expenditure is recurring due to which it is incurred after a short interval of time.

	In the views of Goldmann (2017), capital expenditure is not recorded in the Income statement. Rather it is recorded in the Balance Sheet and cash flow statement.
	Revenue expenditure is recorded in the Income statement and not in the Balance Sheet & cash flow statement.

	Capital expenditure is huge in size and amount as compared to that of revenue expenditure.
	Revenue expenditure is huge in size and amount as compared to that of capital expenditure.



[bookmark: _Toc16862176]Conclusion
Without complete knowledge on accounting principles it is impossible for the accountants to prepare books of accounts correctly. Accounts need to have both the basic and high level knowledge for being able to record any kinds of transactions corrects in the books. With the help of double entry system of accounting the closing balancers of all the four owners have been derived. Moreover, both the sides of the trail balance were same for all four owners which indicates that preparation of ledgers have been done accurately. Furthermore, all the owners have been able to earn profit which has been calculated with the help of Income statement. In the same way, financial statement of all four businesses has been prepared correctly to list the assets as well as liabilities they hold in the course of business. Every business earns two types of expenditure which includes capital as well as revenue depending upon the need of the business. 
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