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(b) Prepare the trial balance at 31 January. 
(c) Prepare the statement of profit or loss for the month ended 31 January and a statement of financial position at that date. 





[image: ]








[image: ]



[image: ]
[image: ]




[image: ]












[image: ]


[image: ]
[image: ]
[image: ]








[image: ]


      Revenue Expenditure is the cost, which will be an expense in the accounting period until the expenditure takes place. The revenue expenditures are known as a fixed assets. They start to be used behind a fixed asset is put in service and just keep the assets in operation order. Amount that is spent to purchase a fixed asset is proposed as a capital expenditure. The rate of the capital expenditure is going to be written down as an asset. After that is going to be changed to the income statement like amortization expense during the years of the assets useful life.
   Example of Revenue Expenditure:
[bookmark: _Hlk17534270]If we assume, that a company have made a capital expenditure of £ 600 000 to install a high productive machine. The new machine needs repairing of £ 3000 every month. This £ 3000 is a Revenue Expenditure, since it will be reported on the monthly statement. Like this is being matched with the month’s revenues. Usual maintenance of the machine are also revenue expenditures, since the expenditure doesn’t make the machine more than it was and it doesn’t extend the machine’s useful life. In a result, the normal maintenance is going to be reported on the income statement as well, like an expenditure in the accounting period when the report is made.
[bookmark: _GoBack]   The Capital Expenditures present important investments of fund, that a company makes to support or to enlarge its business and produce further profits. Capital expenditures are for the procurement of longtime assets, like facilities and producing installation. Assets like this supply income generating value for organization for period of years. The organizations are not allowed to reduce the full cost of the asset in the year the expenses are entered. They have to bring back the cost through year-by-year depreciation over the good life of asset. Companies very often apply debt financing or enquiry financing to overlay material costs involved in acquiring important assets for enlarging their business. (Maverick, 2019)
   Examples of Capital Expenditures 
Involve the amounts spent to better assets like land, buildings, equipment, furnishing, fixtures, vehicles. The whole amount spent on Capital Expenduring an bookkeeping year is read under investment activities on the statement of cash flows. 
   Capital Expenditures are for fixed assets, that are expected to be productive assets for a long period of time. Revenue Expenditures are for costs, that are related to specific revenue transactions, like the cost of goods sold or maintenance expense. The differences between these kinds of expenditures are:
· Timing – Capital expenditures are rated to expense little by little via depreciation. Revenue expenditures are rated to expense in the current period.
· Consumption – capital expenditure is assumed to be consumed over the useful life of the related fixed asset.  Revenue expenditure is assumed to be consumed in a very short period of time.
· Size – Capital expenditure involve large financial amounts than revenue expenditure.
References:
www.accountingcoach.com
www.accountingtools.com
www.investopedia.com
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Required:
(a) Write up the ledger accounts for the above transactions, including
dates,

descriptions and balances.
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TASK 2

Dr                     Cash account Cr Dr Capital account Cr            BALANCE at 31 January

Date £ Date £ Date £ Date £ Account Dr Cr

01.01. Capital 500002.01.  VAN 600 31.01. Balance 500001.01. Cash 5000 Capital 5000

04.01. Loan 100003.01. Goods 1300 5000 5000 Sales 800

13.01. Sales 30010.01. Expenses 200 Loan 650

20.01. Sales 50024.01. Expenses 150 Dr     VAN account Cr Cash 4025

27.01. Loan 350 Date £ Date £ Goods 800

30.01. Drawings 175 02.01. Cash 60031.01. Balance 600 VAN 600

31.01. Balance 4025 600 600 Expenses 350

6800 6800 Cost of Goods Sold 500

Dr Expenses account Cr Drawings 175

Dr     Goods account Cr Date £ Date £ 6450 6450

Date £ Date £ 10.01. Cash 200

03.01. Cash 130031.01. Balance 800 24.01. Cash 15031.01. Balance 350               P&L Statement on 31 January

Cost of 350 350 Sales 800

31.01. goods 500  Less:

1300 1300 Dr     Loan account Cr Cost of Goods Sold 500 500

Date £ Date £ Gross Profit 300

Dr    Sales account Cr 27.01. Cash 35004.01. Cash 1000  Less: Expenses

Date £ Date £ 31.01. Balance 650 Expenses 350 350

13.01. Cash 300 1000 1000 Net Loss 50

31.01. Balance 80020.01. Cash 500

800 800 Statement  of financial position at 31 January

Dr Expenses account Cr Fixed assets:

Dr     Drawings account Cr Date £ Date £      VAN 600 600

Date £ Date £ 10.01. Cash 200 Current assets:

30.01. Cash 17531.01. Balance 175 24.01. Cash 15031.01. Balance 350     Stok 800

175 175 350 350     Cash 4025 4825

Less Current liabilities:

Dr          Cost of goods sold accountCr      Loan 650

Date £ Date £ Capital: 5000

30.01Goods 50030.01. Balance 500 Less Net Loss 50

500 500 Less Drawings 175

4775
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TASK 3

Mafuta is a retailer and on 1 January his assets were:
Cash in hand 343

Inventory 458

Furniture and fittings 198

Receivables

Smith 18

Harvey 39

Moon 26

His liabilities were to the following suppliers:
Rich 12

Max 21

His transactions during January were:

2 January Goods sold to Harvey on credit 124
5 January Paid wages 12

Bought goods on credit from Rich 150

7 January Smith settled his account
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9 January Paid the amount owing to Max
11 January Cash sales 64

14 January Paid wages 14

Bought goods for cash 75
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15 January Paid Rich for balance owing on his account
20 January Bought for cash a new office desk 32

21 January Paid wages 17

Cash sales 110

23 January Paid office expenses 3
Harvey paid on account 25

28 January Cash sales 84

Paid wages 15

31 January Cash sales 30

Inventory at cost was 374

Required:
(a) Write up and close the relevant ledger accounts.
(b) Extract a trial balance at 31 January.

(c) Prepare a statement of profit or loss for the month ended 31 January
and a

statement of financial position at that date.
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Task 3:

TASK 3

Dr                     Cash account Cr Dr Capital account Cr

Date £ Date £ Date £ Date £

          Balance at 01 January

1-Jan Balance 3435-Jan Wages 12 31-Jan

Balance 1049

1-Jan Balance 1049

AccountDr Cr

7-Jan Smith 189-Jan Max 21

Assets:

11-Jan Sales 6414-Jan Wages 14 Cash in hand 343

21-Jan Sales 11014-Jan Inventory 75

Dr     Smith account Cr

Inventory 458

23-Jan Harvey 2515-Jan Rich 162 Date £ Date £ Furniture and Fittings 198

28-Jan Sales 8420-Jan Furniture 32 1-Jan Balance 187-Jan Cash 18 Debtors: 83

31-Jan Sales 3021-Jan Wages 17 18 18    Smith 18

23-Jan Expenses 3 36 230    Harvey 39

28-Jan Wages 15    Moon 26

31-Jan

Balance 323 Dr              Furniture and Fittings account Cr Liabilities

674 674 Date £ Date £ Creditors: 33

1-Jan Balance 198    Rich 12

20-Jan Cash 32 31-Jan

Balance 230

Max 21

230 230 Capita 1049

Dr     Inventory account Cr Dr     Harvey account Cr

1082 1082

Date £ Date £ Date £ Date £

1-Jan Balanse 458 1-Jan Balance 3923-Jan Cash 25

5-Jan Rich 150 31-JanCost of Goods 309 2-Jan Goods 12431-Jan

Balance 138           Balance at 31 January

14-Jan Cash 75

31-JanBalanse 374

163 163

AccountDr Cr

683 683 Capital 1049

Sales 412

Dr    Sales account Cr Dr     Moon account Cr

Cash in hand 323

Date £ Date £ Date £ Date £ Inventory 374

2-Jan Harvey 124 1-Jan Balance 26 Furniture and Fittings 230

11-Jan Cash 64 31-Jan

Balance 26

Debtors: 164

21-Jan Cash 110 26 26    Moon 26

28-Jan Cash 84    Harvey 138

31-Jan

Balance 412

31-Jan Cash 30

Dr     Rich account Cr

Expenses 3

412 412 Date £ Date £ Wages 58

15-Jan Cash 1621-Jan Balance 12 Cost of Goods sold 309

Dr Expenses account Cr

5-Jan Inventory 150 1461 1461

Date £ Date £ 162 162

23-Jan Cash 3

31-Jan

Balance 3 Dr     Max account Cr

       

       P&L Statement on 31 January

3 3 Date £ Date £ Sales 412

9-Jan Cash 211-Jan Balance 21  Less:

Dr          Cost of goods sold account Cr

21 21 Inventory 683

Date £ Date £   Less: Closing Stok 374

31-Jan Inventory 309 31-Jan

Balance 309 Dr     Wages account Cr

Cost of Goods Sold 309 309

Date £ Date £

Gross Profit:

103

5-Jan Cash 12  Less: 

14-Jan Cash 14 Expenses 3

21-Jan Cash 17 Wages 58 61

28-Jan Cash 15 31-Jan

Balance 58 Net Profit:

42

58 58

Statement  of financial position at 31 January

Fixed assets:

Furniture and Fittings 230 230

Current assets:

    Stok 374

    Cash 323

Debtors 164 861

Less Current liabilities: 0

Capital: 1049

Add Net Profit 42 1091
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Task 4
Ricardo, a sole trader, had the following transactions for the month of June:

2 June Sold goods to Claire for £8,500 on credit; offered a 5% quick
settlement

discount.

13 June Bought goods from Georgina for £12,000 on credit; Georgina
offered a

7% quick settlement discount.
14 June Sold goods to Hywel for £9,000 after a 5% trade discount.
20 June Sold goods to Jane for £6,000 cash.

21 June Bought goods on credit for £4,500 from Andrew who offered a 2%
quick

settlement discount.
22 June Claire returned goods sold of £1,000.
24 June

(i) Mandy bought goods worth £5,000 and was offered a 3% quick
settlement
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discount.

(i) Claire took advantage of Ricardo’s discount and paid the net amount
due

after taking the discount offered.

25 June
(i) Hywel settled the amount due in full.
(ii) (ii) Ricardo paid Georgina the amount due after deducting the discount

offered.
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27 June Ricardo paid Andrew in full, after deducting the discount offered.

Required:

Prepare the relevant ledger accounts to record the above transactions,
extract a trial

balance at 27 June and close the relevant ledger accounts.

Your answer should clearly show transactions with individual customers
and suppliers.
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TASK 4

Dr                                  Claire account Cr Dr                                     Goods account

Date £ Date £ Date £ Date

2-Jun Sales 850022-Jun Sales 1000 13-Jun Georgina 12000

24-Jun Cash 7125 21-Jun Andrew 450027-Jun

Balance

24-Jun Sales Discount 375 16500

8500 8500

Dr Georgina account Cr Dr Sales account

Date £ Date £ Date £ Date

25-Jun Merch.Discount 84013-Jun Merch.Inventory 12000 22-Jun Claire 10002-Jun Claire

25-Jun Cash 11160 14-Jun Hywel

12000 12000 20-Jun Jane

27-Jun

Balance

2750024-Jun Mandy

Dr Hywel account Cr

28500

Date £ Date £

14-Jun Sales 900025-Jun Cash 9000

Dr Sales Discount account

9000 9000 Date £ Date

24-Jun Mandy 150

Dr Andrew account Cr

24-Jun Claire 37527-Jun

Balance

Date £ Date £ 525

27-Jun Cash 441021-Jun Merch.Invetory 4500

27-Jun Merch.Discount 90

Dr Goods Discount account

4500 4500 Date £ Date

25-Jun Georgina

Dr Mandy account Cr

27-Jun

Balance

93027-Jun Andrew

Date £ Date £ 930

24-Jun Sales 500024-Jun Sales discount 150

24-Jun Cash 4850

                  Balance at 27 June

5000 5000 Sales 27500

Goods Discount 930

Dr Jane account Cr

Goods 16500

Date £ Date £ Sales Discount 525

20-Jun Sales 600020-Jun Cash 6000 Cash 11405

6000 6000 28430 28430

Dr Cash account Cr

Date £ Date £

20-Jun Jane 600025-Jun Georgina 11160

24-Jun Mandy 485027-Jun Andrew 4410

24-Jun Claire 7125

25-Jun Hywel 900027-Jun

Balance

11405

26975 26975


image16.png
TASK 5

Demonstrating your research, differentiate between revenue expenditure
and capital

expenditure with reference to International Accounting Standards
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TASK 1

Maxim commenced trading in his bakery on 5 April. All his transactions
were on a

cash basis, as follows:

5 April Introduced cash into the business of £300

7 April Purchased goods for £200

8 April Received loan from Tatiana of £250 repayable within twelve months
15 April Purchased a motor van for £150

20 April Sold goods for £350

28 April Paid rent of £50

29 April Repaid part of the loan £200

30 April Drew cash from the business £60

At 30 April Maxim had £100 goods in hand.

Required:

(a) Write up, balance and close the relevant ledger accounts for the above
transactions.

(b) Prepare the list of account balances at 30 April.
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(c) Prepare the statement of profit or loss for the month ended 30 April and
a

statement of financial position at that date.
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TASK1

Dr      Cash account Cr Dr Capital account Cr                       BALANCE on 30 April

Date £ Date £ Date £ Date £ Account Dr Cr

05.04. Capital 3007.04. Goods 200 30.04. Balance 30005.04. Cash  300Capital 300

8.04. Loan 25015.04. VAN 150 300 300Sales 350

20.04. Sales 35028.04. Rent 50 Loan 50

29.04. Loan 200 Dr     VAN account Cr Cash 240

30.04. Balance 240 Date £ Date £ Goods 100

30.04. Drawings 60 15.04. Cash 15030.04. Balance 150VAN 150

900 900 150 150Rent 50

Cost of Goods Sold 100

Dr     Goods account Cr Dr     Loan account Cr Drawings 60

Date £ Date £ Date £ Date £ 700 700

7.04Cash 20030.04. Balance 100 29.04. Cash 20008.04. Cash 250

Cost of 30.04. Balance 50                 P&L Statement on 30 April

30.04. goods sold 100 250 250Sales 350

200 200  Less:

Cost of Goods Sold 100 100

Dr          Cost of goods sold accountCr Dr     Rent account Cr Gross Profit 250

Date £ Date £ Date £ Date £  Less: Expenses

30.04. Cash 10030.04. Balance 100 28.04. Cash 5030.04. Balance 50Rent 50 50

100 100 50 50Net Profit 200

Dr     Drawings account Cr

Dr    Sales account Cr Date £ Date £ Statement  of financial position at 30 April

Date £ Date £ 30.04. Cash 6030.04. Balance 60Fixed assets:

30.04. Balance 35020.04. Cash 350 60 60     VAN 150 150

350 350 Current assets:

    Stok 100

    Cash 240 340

Less Current liabilities:

     Loan 50

Capital: 300

Add Net Profit 200

Less Drawings 60 440
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TASK 2
Pendo

You are given the following information on the first month’s trading of
Pendo, who is

in business as a second-hand furniture dealer. All transactions are on a
cash basis.

1 January Pendo paid £5,000 into the business
2 January Bought a motor van for £600
3 January Bought goods for £1,300

4 January Received a loan from Sergei £1,000 repayable within twelve
months

10 January Paid expenses on the motor van of £200
13 January Sold goods for £300

20 January Sold goods for £500

24 January Paid storage expenses £150

27 January Repaid Sergei part of his loan £350

30 January Withdrew cash from the business £175
31 January Closing inventory was £800




