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ACCOUNTING FUNDAMENTALS



Task 1
(a) Write up, balance and close the relevant ledger accounts for the above transactions.
	
	DATE
	DESCRIPTION
	
	
	DEBIT
	CREDIT

	
	
	
	
	
	£
	£

	05 April
	Cash at bank
	
	300.00
	

	
	
	Capital
	
	
	300.00

	
	
	
	
	
	
	

	
	
	Initial capital introduced
	
	

	07 April
	Purchased goods
	
	
	200.00
	

	
	
	Cash at bank
	
	
	
	200.00

	
	
	The purchase for cash of business
	
	

	08
	April
	Account received
	
	250.00
	

	
	
	Note payable(Loan Tatiana)
	
	
	250.00

	
	
	Loan account as current liabilities
	
	

	15
	April
	Purchased motor van
	
	150.00
	

	
	
	Cash at bank
	
	
	150.00

	
	
	The purchase for cash of business as Fixed assets
	

	20 April
	Cash account
	
	350.00
	

	
	
	Sold goods
	
	
	350.00

	
	
	Cash takings
	
	

	28 April
	Rent account
	
	50.00
	

	
	
	Cash at bank
	
	
	50.00

	
	
	The payment of rent (outward)
	
	

	29 April
	Note payable(Loan Tatiana)
	
	200.00
	

	
	
	Cash account
	
	
	200.00

	
	
	Repaid part of Loan from Tatiana
	
	

	30 April
	Drawings
	
	60.00
	

	
	
	Cash
	
	
	60.00

	
	
	
	
	
	
	

	
	
	30 April
	
	
	1560.00
	1560.00



	DATE
	DESCRIPTION
	DEBIT
	DATE
	DESCRIPTION
	CREDIT

	
	
	£
	
	
	£

	30-Apr
	Cash
	60.00
	05-Apr
	Cash
	300.00

	
	Balance c/d
	240.00
	
	
	

	
	
	300.00
	
	Balance b/d
	240.00

	
	
	PURCHASE
	
	

	
	
	GOODS
	
	

	DATE
	DESCRIPTION
	DEBIT
	DATE
	DESCRIPTION
	CREDIT

	
	
	£
	
	
	£

	07-Apr
	Trade payables
	200.00
	
	
	

	
	
	
	
	
	

	
	
	
RENT
	
	

	DATE
	DESCRIPTION
	DEBIT
	DATE
	DESCRIPTION
	CREDIT

	
	
	£
	
	
	£

	28-Apr
	Cash
	50.00
	
	
	

	
	
	
	
	
	

	
	
	
MOTOR VAN
	
	

	DATE
	DESCRIPTION
	DEBIT
	DATE
	DESCRIPTION
	CREDIT

	
	
	£
	
	
	£

	15-Apr
	Cash
	150.00
	
	
	

	
	
	
	
	
	

	
	
	
SALES
	
	

	DATE
	DESCRIPTION
	DEBIT
	DATE
	DESCRIPTION
	CREDIT

	
	
	£
	
	
	£

	
	
	
	
	Trade
	

	
	
	
	08-Apr
	receivables
	250.00

	
	
	
	20-Apr
	Cash
	350.00

	
	
	
	
	
	

	
	
	
CASH AT BANK
	
	

	DATE
	DESCRIPTION
	DEBIT
	DATE
	DESCRIPTION
	CREDIT

	
	
	£
	
	
	£

	05-Apr
	Capital
	300.00
	07-Apr
	Purchase goods
	200.00

	08-Apr
	Loan Tatiana
	250.00
	15-Apr
	Motor van
	150.00

	20-Apr
	Sold goods
	350.00
	28-Apr
	Rent
	50.00

	
	
	
	29-Apr
	Repaid Loan
	200.00

	
	
	
	30-Apr
	Drawings
	60.00

	
	
	
	30-Apr
	Balance c/d
	240.00

	
	
	900.00
	
	
	900.00

	
	Balance b/d
	240.00
	
	
	

	
	
	
	
	
	

	
	
	TRADE
	
	

	
	
	RECEIVABLES
	
	

	DATE
	DESCRIPTION
	DEBIT
	DATE
	DESCRIPTION
	CREDIT

	
	
	£
	
	
	£

	08-Apr
	Sales
	250.00
	
	
	

	
	
	
	
	
	

	
	
	DRAWINGS
	
	

	DATE
	DESCRIPTION
	DEBIT
	DATE
	DESCRIPTION
	CREDIT

	
	
	£
	
	
	£

	30-Apr
	Cash
	60.00
	
	
	

	
	
	
	
	
	



Trial Balance at 30 April
	
	DESCRIPTION
	DEBIT
	CREDIT
	

	
	
	£
	£
	

	
	Capital
	
	300.00
	

	
	Cash
	240.00
	
	

	
	Note Payable(Loan Tatiana)
	
	50.00
	

	
	Purchases
	200.00
	
	

	
	Sales
	
	350.00
	

	
	Motor van
	150.00
	
	

	
	Rent account
	50.00
	
	

	
	Drawings
	60.00
	
	

	
	
	700.00
	700.00
	



Income statement of profit or loss for the month ended 30 April
Net profit = Sales – Expenses
	DESCRIPTION
	DEBIT £
	CREDIT £

	
	
	
	

	Sales
	
	350.00

	(-) Cost of goods sold
	
	

	Purchases
	200.00
	

	(-) Closing stock
	100.00
	

	Gross profit
	
	250.00

	(-) Less Expenses
	
	

	Rent
	50.00
	

	Total Expenses
	50.00
	

	Net profit
	
	200.00

	
	
	
	



Balance sheet - Statement of financial position at 30 April
	DESCRIPTION
	DEBIT £
	CREDIT £

	
	
	

	Total Assets
	
	

	Fixed assets
	
	

	Motor van
	150.00
	

	Total Fixed assets
	
	150.00

	Current assets
	
	

	Cash
	240.00
	

	Closing stock
	100.00
	

	Total current assets
	
	340.00

	Total Assets
	
	490.00

	Total Liabilities
	
	

	Current Liabilities
	
	

	Loan Tatiana
	
	50.00

	Total Liabilities
	
	50.00

	Capital
	300.00
	

	(+) Net profit
	200.00
	

	Gross Capital
	500.00
	

	(-) Drawings
	60.00
	

	Net Capital
	
	440.00

	Total Liabilities + Capital
	
	490.00

	
	
	




TASK 2

1. Ledger Accounts For The Transactions, Including 
Dates, Descriptions and Balances

	Date:
	       Description Of
           Accounts:
	   Debit
     Dr:
	   Credit     
      Cr:

	  1, January
	Pendo paid into the business
	   £5,000
	

	  2, January
	Bought a motor van
	   
	       £600

	  3, January
	Bought goods
	   
	       £1,300

	  4, January
	Received a loan from Sergei
	   £1,000
	       

	10, January
	Paid expenses on the motor van
	   
	       £200

	13, January
	Sold goods
	   £300
	

	20, January
	Sold goods
	   £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
	
	        £800

	
	                         Total
	   £7125
  -£3250
	        £3250

	
	                    Balance b/d
	   £3875
	



2. Trial Balance At 31 January
	Date:
	       Description Of
           Accounts:
	   Debit
     Dr:
	   Credit     
      Cr:

	  1, January
	Pendo paid into the business
	   £5,000
	

	  2, January
	Bought a motor van
	   
	       £600

	  3, January
	Bought goods
	   
	       £1,300

	  4, January
	Received a loan from Sergei
	   £1,000
	       

	10, January
	Paid expenses on the motor van
	   
	       £200

	13, January
	Sold goods
	   £300
	

	20, January
	Sold goods
	   £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
	
	        £800

	
	                    Balance b/d
	   
	        £3875

	
	                          Total
	   £7125
	        £7125



3. Statement Of Profit Or Loss For Month Of January
	                Total Income
	                           £7125

	                   Expenses
	                           £3250

	                 Total Profit
	                           £3875



TASK 3
a) Relevant Ledger Accounts
	        Description Of 
            Accounts:
	     Debit
       Dr:
	    Credit     
       Cr:

	Cash in hand
	          £343
	

	Inventory 
	          £458
	

	Furniture and fittings
	          £198
	

	                       Receivables 
	
	

	Smith 
	
	          £18

	Harvey 
	
	          £39

	Moon
	
	          £26



	        Description Of 
             Accounts:
	     Debit
        Dr:
	    Credit     
       Cr:

	
	
	

	Rich  
	          £12
	

	Max 
	          £21
	



	Date:
	         Description Of 
             Accounts:
	 Debit
    Dr:
	 Credit     
    Cr:

	  2, January
	Goods sold to Harvey
	
	    £124

	  5, January
	Paid wages
	
	    £12

	  5, January
	Bought goods from Rich
	
	    £150

	  7, January
	Smith settled his account
	
	

	  9, January
	Paid the amount owing to Max
	
	

	11, January
	Cash sales
	    £64
	

	14, January
	Paid wages
	
	    £14

	14, January
	Bought goods for cash
	    £75
	

	15, January
	Paid Rich for balance owing
	
	

	20, January
	Bought for cash a new office desk
	
	    £32

	21, January
	Paid wages
	
	    £17

	21, January
	Cash sales
	    £110
	    

	23, January
	Paid office expenses
	
	    £3

	23, January
	Harvey paid on account
	    £25
	    

	28, January
	Cash sales
	    £84
	    

	28, January
	Paid wages
	
	    £15

	31, January
	Cash sales
	
	    £30



b) Trial Balance At 31 January
	Date:
	         Description Of 
             Accounts:
	 Debit
    Dr:
	 Credit     
    Cr:

	  2, January
	Goods sold to Harvey
	
	    £124

	  5, January
	Paid wages
	
	    £12

	  5, January
	Bought goods from Rich
	
	    £150

	  7, January
	Smith settled his account
	
	

	  9, January
	Paid the amount owing to Max
	
	

	11, January
	Cash sales
	    £64
	

	14, January
	Paid wages
	
	    £14

	14, January
	Bought goods for cash
	    £75
	

	15, January
	Paid Rich for balance owing
	
	

	20, January
	Bought for cash a new office desk
	
	    £32

	21, January
	Paid wages
	
	    £17

	21, January
	Cash sales
	    £110
	    

	23, January
	Paid office expenses
	
	    £3

	23, January
	Harvey paid on account
	    £25
	    

	28, January
	Cash sales
	    £84
	    

	28, January
	Paid wages
	
	    £15

	31, January
	Cash sales
	
	    £30

	
	                              Total
	    £407
	    £407


c) Statement Of Profit Or Loss For Month Of January
	                Total Income
	                           £407

	                   Expenses
	                           £348

	                 Total Profit
	                           £59



The Journal entries
	DATA
	DESCRIPTION
	
	DEBIT
	CREDIT

	
	
	
	£
	£

	02-Jun
	Sales on credit
	
	
	8500.00

	
	Claire account relievable
	
	8500.00
	

	
	Sold goods on credit to Claire
	

	13-Jun
	Georgina account payable
	
	
	12000.00

	
	Purchases
	
	12000.00
	

	
	Bought goods on credit from Georgina
	

	14-Jun
	Hywe; account relievable
	
	8550.00
	

	
	Sales
	
	
	8550.00

	
	Sold goods to Hywel
	
	



	20-Jun
	
	Sold to Jane
	
	
	
	6000.00

	
	
	Cash account
	
	6000.00
	
	

	
	
	Sales for cash to Jane
	
	
	

	21-Jun
	
	Andrew account payable
	
	
	
	4500.00

	
	
	Purchases
	
	4500.00
	
	

	
	
	Bought good on credit from Andrew
	

	22-Jun
	
	Returned sales
	
	1000.00
	
	

	
	
	Claire account
	
	
	
	1000.00

	
	
	Returned sold goods from Carrie
	

	24-Jun
	
	Mandy account relievable
	
	5000.00
	
	

	
	
	Sales
	
	
	
	5000.00

	
	
	Bought goods from Mandy
	

	24-Jun
	
	Ricardo account relievable
	
	7500.00
	
	

	
	
	discount sales
	
	
	
	375.00

	
	
	Carrie account payable
	
	
	
	7125.00

	
	Carrie paid to Ricardo the net amount after taking the discount

	25-Jun
	
	Hywel account relievable
	
	
	
	8500.00

	
	
	Cash account
	
	8500.00
	
	

	
	
	Hywel settled in full the amount
	

	25-Jun
	
	Georgina account payable
	
	12000.00
	
	

	
	
	purchases discount
	
	
	
	840.00

	
	
	Cash account
	
	
	
	11160.00

	
	Ricardo paid the amount to Georgina after the discount offered

	27-Jun
	
	Andrew account payable
	
	4500.00
	
	

	
	
	Purchases discount
	
	
	
	90.00

	
	
	Cash account
	
	
	
	4410.00

	
	
	Ricardo paid in full to Andrew after discount offered
	

	
	
	27-Jun
	£
	78,050.00
	
	£78,050.00



	Date:
	    Description:
	Discount:
	    Dr: 
	    Cr: 

	 2, June
	Sold goods to Claire
	          5%
	 
	   £8,075

	22, June
	Claire returned goods sold
	
	   £1,000
	

	24, June
	Returned the net amount
	
	   £7,075
	



Transaction With Georgina
	Date:
	    Description:
	Discount:
	    Dr: 
	    Cr: 

	13, June
	Bought goods from Georgina
	          7%
	   £12,000
	   

	25, June
	Ricardo paid Georgina the amount due after deducting the discount offered
	
	   
   £40
	
   £11,160



Transaction With Hywel
	Date:
	    Description:
	 Trade %:
	    Dr: 
	    Cr: 

	14, June
	Sold goods to Hywel
	          5%
	   
	    £9,000

	25, June
	Hywel settled the amount due in full
	
	   
    £9,000
	
   



Transaction With Jane
	Date:
	        Description:
	       Dr: 
	      Cr: 

	20, June
	Sold goods
	        £6,000
	    



Transaction With Andrew
	Date:
	    Description:
	Discount:
	    Dr: 
	    Cr: 

	21, June
	Bought goods
	          2%
	    £4,500
	   

	25, June
	Ricardo paid Andrew in full
	
	    £90
	   £4,410



Transaction With Mandy
	Date:
	    Description:
	Discount:
	    Dr: 
	    Cr: 

	24, June
	Mandy bought goods
	          3%
	    £5,000
	   



Task 5
Demonstrating your research, differentiate between revenue expenditure and capital expenditure with reference to International Accounting Standards
The difference between capital expenditure and income expenditure
Capital expenditures are for fixed assets, which are expected to be productive assets for a long period of time. Revenue expenses are for costs that are related to transactions with specific revenues or operating periods, such as the cost of goods sold or the costs of repairs and maintenance. Thus, the differences between these two types of expenses are the following:

Timing. Capital expenditures are charged to expenses gradually through amortization and over a long period of time. Income expenses are charged to expenses in the current period or shortly thereafter.
Consumption. It is assumed that a capital expenditure is consumed over the useful life of the related fixed assets. It is assumed that a revenue expenditure is consumed within a very short period of time.
Size. A more debatable difference is that capital expenditures tend to involve larger amounts of money than incomes. This is because an expense is classified as a capital expense only if it exceeds a certain threshold value; if not, it is automatically designated as a revenue expense. However, some fairly large expenses may still be classified as income expenses, as long as they are directly associated with sales transactions or period costs.
According to Surbhi S.(February 12, 2015) Capital Expenditure is capitalized, and Revenue Expenditure not. 
Capital expenditures are typically expensed over many periods or years through depreciation whereas revenue expenditures are expensed in the current year or period.

Capital expenditures are funds used by a company to acquire, upgrade, and maintain physical assets such as property, industrial buildings, or equipment. Capital expenditures are often used to undertake new projects or investments by a company. Typically, the purpose of capital expenditures is to expand a company's ability to generate earnings, whereas revenue expenditures include the operational costs of running a business and the maintenance costs that are necessary to keep the asset in working order.
Capital expenditures are charged to via depreciation and above a long period of time. Revenue expenditures are charged to expense in the current period, or soon afterward. Capital expenditures to involve larger financial amounts than revenue expenditures. If it exceeds a certain threshold value an article of expenditure is only classified as a capital expenditure, if not, it is automatically pointed as revenue expenditure. Some given large expenditures can still be classified as revenue expenditures, as long they are directly affiliated with sale transactions or are period purchases. (Bragg S., 13 Feb. 2018)
Capital Expenditure
Capital expenditure includes costs incurred on the acquisition of a fixed asset and any subsequent expenditure that increases the earning capacity of an existing fixed asset.
The cost of acquisition not only includes the cost of purchases but also any additional costs incurred in bringing the fixed asset into its present location and condition (e.g. delivery costs).
Capital expenditure, as opposed to revenue expenditure, is generally of a one-off kind and its benefit is derived over several accounting periods. Capital Expenditure may include the following:
· Purchase costs (less any discount received)
· Delivery costs
· Legal charges
· Installation costs
· Up gradation costs
· Replacement costs
As capital expenditure results in increase in the fixed asset of the entity, the accounting entry is as follows:
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