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[bookmark: _Toc5632278]Introduction
Accounting principles is important, as it is associated with recording of transaction that take place in an organisation. It helps in analysing the transaction, which is mainly prepared after a certain period of time. The preparation of financial statement are directly associated with principles of accounting that includes profit and loss statement, statement of cash flow and statement of financial position. In this study, financial statement has been prepared and ledger accounts along with difference between revenue expenditure and capital expenditure.
[bookmark: _Toc5632279]Task 1
[bookmark: _Toc5632280]a. Ledger accounts of transactions
	Cash Account

	Description
	Amt [£]
	Description
	Amt [£]

	Capital A/c
	 £	300.00
	Purchase A/c
	 £	200.00

	Sales A/c
	 £	350.00
	 Motor van A/c
	 £	150.00

	Balance B/d
	 £  	10.00
	Rent A/c
	 £  	50.00

	 
	 
	Drawings A/c
	 £  	60.00

	 
	 
	Loan A/c
	 £	200.00

	 
	 £    660.00
	 
	 £    660.00








	Loan Account

	Description
	Amt [£]
	Description
	Amt [£]

	Cash A/c
	 £     200.00
	 Tatiana A/c
	 £    250.00

	 Balance B/d
	 £       50.00
	 
	 

	 
	 £     250.00
	 
	 £    250.00





	Purchase Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash A/c
	 £	200.00
	 Balance C/d
	 £	200.00

	 
	 £	200.00
	 
	 £	200.00








	Tatiana Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Loan A/c
	 £	250.00
	 Balance C/d
	 £	250.00

	 
	 £	250.00
	 
	 £	250.00





	Loan Account

	Description
	Amt [£]
	Description
	Amt [£]

	Cash A/c
	 £ 	200.00
	Tatiana A/c
	 £	250.00

	 Balance B/d
	 £   	50.00
	 
	 

	 
	 £ 	250.00
	 
	 £	250.00





	Motor van Account

	Description
	Amt [£]
	Description
	Amt [£]

	Cash A/c
	 £ 	150.00
	 Balance C/d
	 £	150.00

	 
	 £ 	150.00
	 
	 £	150.00





	Sales Account

	Description
	Amt [£]
	Description
	Amt [£]

	Balance B/d
	 £ 	350.00
	 Cash A/c
	 £	350.00

	 
	 £ 	350.00
	 
	 £	350.00








	Rent Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash A/c
	 £   	50.00
	 Balance C/d
	 £  	50.00

	 
	 £   	50.00
	 
	 £  	50.00





	Drawings Account

	Description
	Amt [£]
	Description
	Amt [£]

	Cash A/c
	 £  	60.00
	Balance C/d
	 £ 	60.00

	 
	 £  	60.00
	 
	 £ 	60.00
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b. Account balances as at 30th April
	Trial Balance as at 30 April

	Description
	Amt [£]
	Amt [£]

	Capital A/c
	 
	 £          	300.00

	Purchase A/c
	 £	200.00
	 

	Tatiana A/c
	 £	250.00
	 

	Loan A/c
	 
	 £            	50.00

	Motor Van A/c
	 £	150.00
	 

	Sales A/c
	 
	 £          	350.00

	Rent A/c
	 £  	50.00
	 

	Drawings A/c
	 £  	60.00
	 

	Total
	 £	710.00
	 £          	700.00


[bookmark: _Toc5632282]c. Profit and loss statement and balance sheet as at 30th April
	Profit and loss statement for the month ending 30 April

	Description
	Amt [£]
	Amt [£]

	Sales
	 
	 £       	350.00

	Gross profit
	 
	 £       	350.00

	Selling expenses
	 £ 	200.00
	 

	Total operating expenses
	 
	 £       	200.00

	Operating income
	 
	 £       	150.00

	Net income
	 
	 £       	150.00





	Balance sheet as at 30 April

	Description
	Note No.
	Amt [£]

	EQUITY AND LIABILITIES
	 
	 

	Share capital
	 
	 £          	300.00

	Reserve and surplus
	 
	 £            	60.00

	Short term borrowings
	 
	 £          	250.00

	Trade payable
	 
	 £          	200.00

	TOTAL
	 
	 £          	810.00

	 
	 
	 

	ASSETS
	 
	 

	Noncurrent assets
	 
	 

	Fixed assets
	 
	 

	Tangible assets
	 
	 £          	150.00

	Other noncurrent assets
	 
	 £          	200.00

	Inventories
	 
	 £          	100.00

	Trade receivables
	 
	 £        	 350.00

	
	
	

	TOTAL
	 
	 £          	810.00


[bookmark: _Toc5632283]

	Cash Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	Jan-01
	Capital A/c
	 £ 5,000.00
	Jan-03
	Purchase A/c
	 £ 1,300.00

	13-Jan
	 Sales A/c
	 £	300.00
	Jan-02
	Motor van A/c
	 £	600.00

	20-Jan
	 Sales A/c
	 £	500.00
	10-Jan
	Motor van A/c
	 £	200.00

	 
	 
	 
	30-Jan
	 Drawings A/c
	 £	175.00

	 
	 
	 
	27-Jan
	 Loan A/c
	 £	350.00

	 
	 
	 
	24-Jan
	Storage A/c
	 £	150.00

	 
	 
	 
	Jan-31
	Balance C/d
	 £ 3,025.00

	 
	 
	 £ 5,800.00
	 
	 
	 £ 5,800.00





	Capital Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	Jan-31
	Balance B/d
	 £ 5,000.00
	Jan-01
	Cash A/c
	 £ 5,000.00

	 
	 
	 £ 5,000.00
	 
	 
	 £ 5,000.00




	Purchase Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	Jan-03
	Cash A/c
	 £ 1,300.00
	31-Jan
	Balance C/d
	 £ 1,300.00

	 
	 
	 £ 1,300.00
	 
	 
	 £ 1,300.00




	Sergei Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	Jan-31
	 Balance B/d
	 £ 1,000.00
	4-Jan
	 Loan A/c
	 £ 1,000.00

	 
	 
	 £ 1,000.00
	 
	 
	 £ 1,000.00








	Loan Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	4-Jan
	Sergei A/c
	 £ 1,000.00
	31-Jan
	Balance C/d
	 £ 1,350.00

	27-Jan
	Cash A/c
	 £	350.00
	 
	 
	 

	 
	 
	 £ 1,350.00
	 
	 
	 £ 1,350.00




	Motor van Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	2-Jan
	Cash A/c
	 £	600.00
	 
	 
	 

	Jan-10
	Cash A/c
	 £	200.00
	31-Jan
	Balance C/d
	 £	800.00

	 
	 
	 £	800.00
	 
	 
	 £	800.00





	Sales Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	 
	 
	 
	20-Jan
	 Cash A/c
	 £	500.00

	Jan-31
	 Balance B/d
	 £	800.00
	13-Jan
	Cash A/c
	 £	300.00

	 
	 
	 £	800.00
	 
	 
	 £	800.00



	Storage expenses Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	24-Jan
	Cash A/c
	 £	150.00
	31-Jan
	 Balance C/d
	 £	150.00

	 
	 
	 £	150.00
	 
	 
	 £	150.00




	Drawings Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	30-Jan
	 Cash A/c
	 £	175.00
	Jan-31
	 Balance C/d
	 £	175.00

	 
	 
	 £	175.00
	 
	 
	 £	175.00


[bookmark: _Toc5632285]
b. Preparation of trial balance
	Trial Balance as at 30 April

	Description
	Amt [£]
	Amt [£]

	Cash A/c
	 £ 3,025.00
	 

	Capital A/c
	 
	 £ 5,000.00

	Purchase A/c
	 £ 1,300.00
	 

	Sergei A/c
	 
	 £ 1,000.00

	Loan A/c
	 £ 1,350.00
	 

	Motor Van A/c
	 £	800.00
	 

	Sales A/c
	 
	 £	800.00

	Storage expenses A/c
	 £	150.00
	 

	Drawings A/c
	 £	175.00
	 

	Total
	 £ 6,800.00
	 £ 6,800.00


[bookmark: _Toc5632286]
c. Profit and loss statement and balance sheet as at 31st January
	Profit and loss statement for the month ending 30 April

	Description
	Amt [£]
	 
	Amt [£]

	Sales
	 
	 
	 £          	800.00

	Gross profit
	 
	 
	 £    	      800.00

	Selling expenses
	 £ 1,300.00
	 
	 

	Office supplies expenses
	 £	150.00
	 
	 

	Office equipment expenses
	 £	200.00
	 
	 

	Total operating expenses
	 
	 
	 £       	1,650.00

	Operating income
	 
	 
	-£              850.00

	Net income
	 
	 
	-£              850.00





	Balance sheet as at 30 April

	Description
	Note No.
	Amt [£]

	EQUITY AND LIABILITIES
	 
	 

	Share capital
	 
	 £ 5,000.00

	Reserve and surplus
	 
	 £	175.00

	Short term borrowings
	 
	 £ 1,350.00

	Trade payable
	 
	 £ 1,300.00

	TOTAL
	 
	 £ 7,825.00

	 
	 
	 

	ASSETS
	 
	 

	Noncurrent assets
	 
	 

	Fixed assets
	 
	 

	Tangible assets
	 
	 £	600.00

	Other noncurrent assets
	 
	 £	350.00

	Inventories
	 
	 £ 2,150.00

	Trade receivables
	 
	 £ 1,000.00

	Cash and cash equivalent
	 
	 £ 3,025.00

	Other current assets
	 
	 £	700.00

	TOTAL
	 
	 £ 7,825.00


[bookmark: _Toc5632287]
Task 3
[bookmark: _Toc5632288]a. Preparation of ledger accounts
	Cash Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Smith A/c
	 £  	18.00
	Wages A/c
	 £  	12.00

	 Sales A/c
	 £  	64.00
	Max A/c
	 £  	21.00

	Sales A/c
	 £	110.00
	Wages A/c
	 £  	14.00

	Harvey A/c
	 £  	25.00
	Purchase A/c
	 £  	75.00

	Sales A/c
	 £  	84.00
	Rich A/c
	 £  	12.00

	Sales A/c
	 £  	30.00
	Office desk A/c
	 £  	32.00

	 
	 
	Wages A/c
	 £  	17.00

	 
	 
	Office expenses A/c
	 £    	3.00

	 
	 
	Wages A/c
	 £  	15.00

	 
	 
	 Balance C/d
	 £	130.00

	 
	 £	331.00
	 
	 £	331.00




	Harvey Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Sales A/c
	 £	124.00
	 Cash A/c
	 £  	25.00

	 
	 
	 Balance C/d
	 £  	99.00

	 
	 £	124.00
	 
	 £	124.00





	Purchase Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Rich A/c
	 £	150.00
	 Balance C/d
	 £	225.00

	Cash A/c
	 £  	75.00
	 
	 

	 
	 £	225.00
	 
	 £	225.00






	Wages Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash A/c
	 £  	12.00
	 Balance C/d
	 £  	58.00

	Cash A/c
	 £  	14.00
	 
	 

	Cash A/c
	 £  	17.00
	 
	 

	Cash A/c
	 £  	15.00
	 
	 

	 
	 £  	58.00
	 
	 £  	58.00





	Rich Account

	Description
	Amt [£]
	Description
	Amt [£]

	Cash A/c
	 £  	12.00
	Purchase A/c
	 £	150.00

	Balance B/d
	 £	138.00
	 
	 

	 
	 £    150.00
	 
	 £	150.00









	Smith Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Balance B/d
	 £  	18.00
	Cash A/c
	 £  	18.00

	 
	 £  	18.00
	 
	 £  	18.00





	Office expenses Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash A/c
	 £    	3.00
	Balance C/d
	 £    	3.00

	 
	 £    	3.00
	 
	 £    	3.00





	Office desk Account

	Description
	Amt [£]
	Description
	Amt [£]

	Cash A/c
	 £  	32.00
	Balance C/d
	 £  	32.00

	 
	 £  	32.00
	 
	 £  	32.00






	Sales Account

	Description
	Amt [£]
	Description
	Amt [£]

	Balance B/d
	 £	412.00
	Harvey A/c
	 £	124.00

	 
	 
	 Cash A/c
	 £  	64.00

	 
	 
	Cash A/c
	 £	110.00

	 
	 
	Cash A/c
	 £  	84.00

	 
	 
	Cash A/c
	 £  	30.00

	 
	 £	412.00
	 
	 £	412.00


[bookmark: _Toc5632289]

b. Extracting of trial balance as at 31st January
	Trial Balance as at 31 January

	Description
	Amt [£]
	Amt [£]

	Cash A/c
	 £	130.00
	 

	Harvey A/c
	 £  	99.00
	 

	Purchase A/c
	 £	225.00
	 

	Wages A/c
	 £  	58.00
	 

	Rich A/c
	 
	 £                   	138.00

	Smith A/c
	 
	 £                     	18.00

	Office expenses A/c
	 £    	3.00
	 

	Max A/c
	 £  	21.00
	 

	Office desk A/c
	 £  	32.00
	 

	Sales A/c
	 
	 £                   	412.00

	Total
	 £	568.00
	 £                   	568.00


[bookmark: _Toc5632290]

c. Profit and loss statement and balance sheet as at 31st January
	Profit and loss statement for the month ending 30 April

	Description
	Amt [£]
	 
	Amt [£]

	Sales
	 
	 
	 £	412.00

	Gross profit
	 
	 
	 £	412.00

	Selling expenses
	 £	225.00
	 
	 

	Advertisement expenses
	 £       	-  
	 
	 

	Office supplies expenses
	 £    	3.00
	 
	 

	Office equipment expenses
	 £  	32.00
	 
	 

	Total operating expenses
	 
	 
	 £	260.00

	Operating income
	 
	 
	 £	152.00

	Net income
	 
	 
	 £	152.00





	Balance sheet as at 30 April

	Description
	Note No.
	Amt [£]

	EQUITY AND LIABILITIES
	 
	 

	Short term borrowings
	 
	 £                   	274.00

	Trade payable
	 
	 £                     	33.00

	Other current liabilities
	 
	 £                   	464.00

	Short term provisions
	 
	 £                   	319.00

	TOTAL
	 
	 £                	1,090.00

	 
	 
	 

	ASSETS
	 
	 

	Noncurrent assets
	 
	 

	Fixed assets
	 
	 

	Tangible assets
	 
	 £                   	230.00

	Other noncurrent assets
	 
	 £          	         350.00

	Inventories
	 
	 £                     	84.00

	Trade receivables
	 
	 £                     	83.00

	Cash and cash equivalent
	 
	 £                   	343.00

	TOTAL
	 
	 £                	1,090.00


 
[bookmark: _Toc5632291]
Task 4
[bookmark: _Toc5632292]Preparation of ledger account
	Claire Account

	Description
	Amt [£]
	Description
	Amt [£]

	Sales A/c
	 £   8,500.00
	Cash A/c
	 £   8,075.00

	Sales A/c
	 £   1,000.00
	Balance C/d
	 £   1,425.00

	 
	 £   9,500.00
	 
	 £   9,500.00







	Cash  Account

	Description
	Amt [£]
	Description
	Amt [£]

	Hewel A/c
	 £   8,550.00
	Georgina A/c
	 £ 11,160.00

	Andrew A/c
	 £   4,410.00
	 Balance C/d
	 £   9,875.00

	 Claire A/c
	 £   8,075.00
	 
	 

	 
	 £ 21,035.00
	 
	 £ 21,035.00







	Sales Account

	Description
	Amt [£]
	Description
	Amt [£]

	Balance B/d
	 £ 24,500.00
	Claire A/c
	 £   8,500.00

	 
	 
	Hywel A/c
	 £   9,000.00

	 
	 
	Jane A/c
	 £   6,000.00

	 
	 
	Claire A/c
	 £   1,000.00

	 
	 £ 24,500.00
	 
	 £ 24,500.00







	Purchase Account

	Description
	Amt [£]
	Description
	Amt [£]

	Georgina A/c
	 £ 12,000.00
	Balance C/d
	 £ 21,470.00

	 Cash A/c
	 £  	120.00
	 
	 

	Andrew A/c
	 £   4,500.00
	 
	 

	Mandy A/c
	 £   4,850.00
	 
	 

	 
	 £ 21,470.00
	 
	 £ 21,470.00





	Georgina Account

	Description
	Amt [£]
	Description
	Amt [£]

	Cash A/c
	 £ 11,160.00
	Purchase A/c
	 £ 12,000.00

	Balance B/d
	 £  	840.00
	 
	 

	 
	 £ 12,000.00
	 
	 £ 12,000.00









	Hywel Account

	Description
	Amt [£]
	Description
	Amt [£]

	Sales A/c
	 £   9,000.00
	Balance C/d
	 £   9,000.00

	 
	 
	 
	 

	 
	 £   9,000.00
	 
	 £   9,000.00





	Mandy Account

	Description
	Amt [£]
	Description
	Amt [£]

	Balance B/d
	 £   4,850.00
	Purchase A/c
	 £   4,850.00

	 
	 
	 
	 

	 
	 £   4,850.00
	 
	 £   4,850.00




	Jane Account

	Description
	Amt [£]
	Description
	Amt [£]

	Sales A/c
	 £   6,000.00
	Balance C/d
	 £ 6,000.00

	 
	 
	 
	 

	 
	 £   6,000.00
	 
	 £ 6,000.00








	Andrew Account

	Description
	Amt [£]
	Description
	Amt [£]

	Cash A/c
	 £   4,410.00
	Balance C/d
	 £ 4,410.00

	 
	 
	 
	 

	 
	 £   4,410.00
	 
	 £ 4,410.00


[bookmark: _Toc5632293]
Extracting trial balance as at 27th June
	Trial Balance

	27th June, 2018

	Description
	Debit [£]
	Credit [£]

	Claire A/c
	 
	 £    	1,425.00

	Sales A/c
	 £ 24,500.00
	 

	Purchase A/c
	 
	 £  	21,470.00

	Georgina A/c
	 
	 £  	12,000.00

	Cash A/c
	 
	 £    	9,875.00

	Hywel A/c
	 
	 £    	9,000.00

	Mandy A/c
	 £   4,850.00
	 

	Jane A/c
	 
	 £    	6,000.00

	Andrew A/c
	 
	 £    	4,410.00

	Suspense A/c
	 £ 34,830.00
	 

	Total
	 £ 64,180.00
	 £  	64,180.00


[bookmark: _Toc5632294]
Task 5
[bookmark: _Toc5632295]Difference between capital expenditure and revenue expenditure
[bookmark: _Toc5632296]Capital expenditure
Capital expenditure is incurred in an organization during acquiring of capital assets that helps in extending total life years. As per Aizenman et al. (2016), it is long term in nature along with these expenses are generally shown in statement of financial position for capitalisation. Capital expenditure provides benefits for more than one year and supports in improving of earning capacity (Toms and Fleischman, 2015). For instance, purchase of building, machinery, equipment is some capital expenditures.
[bookmark: _Toc5632297]Revenue expenditure
Revenue expenditure is incurred in an organisation for maintaining day to day activities along with maintaining working capital. According to Bushman (2016), it is short term in nature along with these expenses are generally shown in statement of profit and loss and does not require any capitalisation. It is recurring in nature and provides benefit for only one year along with maintaining its earning capacity (Monte‐Mor et al. 2018). For instance, payment of electricity bill, postage, wages and salaries are some revenue expenditure.
[bookmark: _Toc5632298]Conclusion
Accounting principles are included in accounting fundamentals that support an organisation in recording their transaction. Accounting fundamentals includes preparation of ledger accounts that helps in recording of day to day transaction. Financial statement has been mentioned in this study which shows the financial position of an organisation along with expenditures that has already been incurred. It also helps in maintaining proper balances of accounts in their normal course of business and International Accounting Standard have been considered for proper maintaining of records.
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