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INTRODUCTION TO ACCOUNTING

     Accounting is the bookkeeping, calculation and control, in terms of value, the status and movement of the patrimony, indicating the destination and their sources of origin, economic means, processes economic, and financial results.
   Accounting is an assistance about matching incomes received with expenditure over a period of time for individuals who need information about the assets and liabilities. (John R. Dyson 2010)
  Below the report is based on the fundamentals of accounting which is going to be discussed deeply with the help of passing some journal entries, preparing ledger accounts, trial balance, P&L account and balance sheet in a proper manner. Balances of each term will definitely effect the financial position of any company. With the help of dealing with both non-routine and routine transactions, financial statements can be analyzed. Capital and revenue expenditure is also going to be conversed by clearly providing of their examples and also explaining their meaning in a well-defined manner.
Task 1 
                                                                      Cash
	Date 
	Description 
	Debit
	Date
	Description
	Credit

	5 April
	Capital
	300
	
	
	

	
	
	
	7 April
	Purchase
	200

	8 April
	Loan Tatiana
	250
	
	
	

	
	
	
	15April
	Motor Van
	150

	20 April
	Sale
	350
	
	
	

	
	
	
	28 April
	Rent 
	50

	
	
	
	29 April
	Loan Tatiana 
	200

	
	
	
	30April 
	Drowing 
	60

	
	
	
	30 April
	Balance C/D
	240

	
	Total
	900
	
	
	900

	1 May
	Balance C/D
	240
	
	
	



                                           

   
The Journal
	Date
	Description
	Debit 
	Credit 

	5 April
	Cash
	300
	

	
	Capital
	
	300

	7 April
	Purchases
	200
	

	
	Cash
	
	200

	8 April
	Cash
	250
	

	
	Loan from Tatiana
	
	250

	15 April
	Motor van 
	150
	

	
	Cash 
	
	150

	20 April
	Cash
	350
	

	
	Sale 
	
	350

	28 April
	Rent 
	50
	

	
	Cash 
	
	50

	29 April
	Loan from Tatiana
	200
	

	
	Cash
	
	200

	30 April
	Drawing
	60
	

	
	Cash
	
	60

	
	Total 
	1560
	1560



                                                                     Loan Tatiana
	Date
	Description
	Debit 
	Date 
	Description
	Credit

	29 April
	Cash
	200
	8 April
	Cash 
	250

	30 April
	Balance C/D
	50
	
	
	

	
	
	250
	
	
	250

	
	
	
	1 May
	Balance C/D
	50




                                                       Trial balance at 30 April 
	Description
	Debit 
	Credit 

	Cash 
	240
	

	Capital
	
	300

	Purchases
	200
	

	Loan
	
	50

	Motor van
	150
	

	Sale
	
	350

	Rent 
	50
	

	Drowning
	60
	

	Balance
	700
	700


Closing stock at 30 April: 100 
                            
Statement of profit or loss for the month ended 30 April
	Description
	Debit
	Credit

	Sales
	
	350

	Cost of goods sold
	
	

	Purchases
	200
	

	Less Closing stock
	-100
	

	Net cost of goods sold
	100
	

	Gross profit
	
	250

	Less Expenses
	
	

	Rent
	50
	

	Total expenses
	50
	

	Net profit
	
	200



                                                 Statement of financial position at 30 April
	Description
	Debit
	Credit

	Non-current assets
	
	

	Motor van
	150
	

	
Total non-current assets
	
	150

	Current assets
	
	

	Inventory
	100
	

	Cash
	240
	

	Total current assets
	
	340

	
Total assets
	
	

	Total liabilities
	
	

	Current liabilities
	
	

	Loan
	
	50

	Total liability
	
	50

	Capital
	300
	

	Add net profit
	200
	

	Less drawing
	-60
	

	Net capital
	
	440

	Total liabilities + capital
	
	490


 
Task 2
	Date
	Description 
	Debit 
	Credit 

	01-Jan
	Cash 
	£5000
	

	
	Capital
	
	£5000

	02-Jan
	Motor van 
	£600
	

	
	Cash 
	
	£600

	03-Jan
	Purchases
	£1300
	

	
	Cash 
	
	£1300

	04-Jan
	Cash 
	£1000
	

	
	Loan Sergei
	
	£1000

	10-Jan
	Expenses Motor van
	£200
	

	
	Cash 
	
	£200

	13-Jan
	Cash 
	£300
	

	
	Sales
	
	£300

	20-Jan
	Cash 
	£500
	

	
	Sales
	
	£500

	24-Jan
	Expenses
	£150
	

	
	Cash 
	
	£150

	27-Jan
	Loan Sergei
	£350
	

	
	Cash 
	
	£350

	30-Jan
	Drowning 
	£175
	

	
	Cash 
	
	£175

	
	Total
	£9575
	£9575



Cash
	Date 
	Description
	Debit 
	Date
	Description 
	Credit 

	01-Jan
	Capital 
	£5000
	
	
	

	
	
	
	02-Jan 
	Motor van 
	£600

	
	
	
	03-Jan 
	Purchases 
	£1300

	04-Jan
	Loan Sergei
	£1000
	
	
	

	
	
	
	10 -Jan
	Expenses motor van
	£200

	13-Jan
	Sales
	£300
	
	
	

	20-Jan 
	Sales
	£500
	
	
	

	
	
	
	24-Jan 
	Expenses 
	£150

	
	
	
	27-Jan
	Loan 
	£350

	
	
	
	30-Jan
	Drowing 
	£175

	
	
	
	30-Jan
	Balances C/D
	£4025

	
	Total
	£6800
	
	
	£6800

	01-Feb
	Balance C/D
	£4025
	
	
	



Loan Sergei
	Date 
	Description 
	Debit 
	Date 
	Description 
	Credit 

	
	
	
	04-Jan
	Cash 
	£1000

	27-Jan 
	Cash 
	£350
	
	
	

	30-Jan
	Balances C/D
	£650
	
	
	

	
	
	£1000
	
	
	£1000

	
	
	
	01-Feb
	Balances C/D
	£650






Sales
	Date
	Description
	Debit
	Date 
	Description 
	Credit 

	
	
	
	13-Jan
	Cash
	£300

	
	
	
	20-Jan
	Cash
	£500

	30-Jan
	Balances C/D
	£800
	
	
	£800

	
	
	
	01-Feb
	Balances D/C
	£800



                                                             

Trial balance
	Description 
	Debit 
	Credit 

	Cash 
	£4025
	

	Loan
	
	£650

	Sales 
	
	£800

	Capital 
	
	£5000

	Motor van 
	£600
	

	Purchases
	£1300
	

	Expenses motor van 
	£200
	

	Expenses
	£150
	

	Drawing 
	£175
	

	Total
	£6450
	£6450


Closing Stock at 31Jan: £800
                                                



Statement of Profit or lost of the month ended 31 January

	Description 
	£
	£

	Sales 
	
	800

	Goose of goods sold 
	
	

	Purchases
	1300
	

	Less Closing stock
	-800
	

	Net cost  of goods sold 
	500
	

	Gross profit 
	
	300

	Less Expenses 
	
	

	Expenses motor van 
	200
	

	Expenses 
	150
	

	Total Expenses
	350
	

	Net Profit 
	
	-50


 
    Task 3

	Trade Receivables Account – Smith


	Date
	 
	Debit
	Date
	 
	Credit

	1.01
	Sales
	18
	7.01
	Cash
	18

	 
	 Total 
	18
	
	
	 18



	Trade Receivables Account – Harvey


	Date
	 
	Debit
	Date
	 
	Credit

	1.01
	Sales
	39
	23.01
	Cash
	25

	2.01
	Sales
	124
	 
	 
	 

	 
	 
	 
	31.01
	Bal c/d
	138

	 
	 
	163
	 
	 
	163

	 
	Bal b/d
	138
	 
	 
	 








	Trade Receivables Account – Moon

	Date
	 
	Debit
	Date
	 
	Credit

	1.01
	Sales
	26
	 
	 
	 

	 
	 
	 
	31.01
	Bal c/d
	26

	 
	 
	26
	 
	 
	26

	 
	Bal b/d
	26
	 
	 
	 



	Trade Payable Account – Rich

	Date
	 
	Debit
	Date
	 
	Credit

	15.01
	Cash
	162
	1.01
	Purchases
	12

	 
	 
	 
	5.01
	Purchases
	150

	 
	 
	162
	 
	 
	162



	Trade Payable Account – Max

	Date
	 
	Debit
	Date
	 
	Credit

	9.01
	Cash
	21
	1.01
	Purchases
	21

	 
	 
	 
	 
	 
	 

	 
	 
	21
	 
	 
	21



	Sales

	Date
	 
	Debit
	Date
	 
	Credit

	 
	 
	 
	1.01
	Tr. Rec. Account – Smith
	18

	 
	 
	 
	1.01
	Tr. Rec. Account – Harvey
	39

	 
	 
	 
	1.01
	Tr. Rec. Account – Moon
	26

	 
	 
	 
	2.01
	Tr. Rec. Account – Harvey
	124

	 
	 
	 
	11.01
	Cash
	64

	 
	 
	 
	21.01
	Cash
	110

	 
	 
	 
	28.01
	Cash
	84

	 
	 
	 
	31.01
	Cash
	30

	31.01
	Bal c/d
	495
	 
	 
	 

	 
	 
	495
	 
	 
	495

	 
	 
	 
	 
	Bal b/d
	495



	Cash

	Date
	 
	Debit
	Date
	 
	Credit

	1.01
	Capital
	343
	5.01
	Wages
	12

	7.01
	Tr. Rec. Account – Smith
	18
	9.01
	Tr. Pay. Account – Max
	21

	11.01
	Sales
	64
	14.01
	Wages
	14

	23.01
	Tr. Rec. Account – Harvey
	25
	14.01
	Purchases
	75

	21.01
	Sales
	110
	15.01
	Tr. Pay. Account – Rich
	162

	28.01
	Sales
	84
	20.01
	Office desk
	32

	31.01
	Sales
	30
	21.01
	Wages
	17

	 
	 
	 
	23.01
	Office expense
	3

	 
	 
	 
	28.01
	Wages
	15

	 
	 
	 
	31.01
	Bal c/d
	323

	 
	 
	674
	 
	 
	674

	 
	Bal b/d
	323
	 
	 
	 




	Purchases

	Date
	 
	Debit
	Date
	 
	Credit

	1.01
	Tr. Pay Account – Max
	12
	 
	 
	 

	1.01
	Tr. Pay Account – Rich
	21
	 
	 
	 

	5.01
	Tr. Pay Account – Rich
	150
	 
	 
	 

	14.01
	Cash
	75
	31.01
	Bal c/d
	258

	 
	 
	258
	 
	 
	258

	 
	Bal b/d
	258
	 
	 
	 



	Furniture and fittings

	Date
	 
	Debit
	Date
	 
	Credit

	1.01
	Capital
	198
	 
	 
	 

	 
	 
	 
	31.01
	Bal c/d
	198

	 
	 
	198
	 
	 
	198

	 
	Bal b/d
	198
	 
	 
	 

	
	
	
	
	
	

	
	
	
	
	
	

	Wages

	Date
	 
	Debit
	Date
	 
	Credit

	5.01
	Cash
	12
	 
	 
	 

	14.01
	Cash
	14
	 
	 
	 

	21.01
	Cash
	17
	 
	 
	 

	28.01
	Cash
	15
	31.01
	Bal c/d
	58

	 
	 
	58
	 
	 
	58

	 
	Bal b/d
	58
	 
	 
	 

	
	
	
	
	
	

	Office expenses

	Date
	 
	Debit
	Date
	 
	Credit

	23.01
	Cash
	3
	 
	 
	 

	 
	 
	 
	31.01
	Bal c/d
	3

	 
	 
	3
	 
	 
	3

	 
	Bal b/d
	3
	 
	 
	 



	Capital



	Date
	 
	Debit
	Date
	 
	Credit

	 
	 
	 
	1.01
	Cash
	343

	 
	 
	 
	1.01
	Inventory
	458

	31.01
	Bal c/d
	999
	1.01
	Furniture and fittings
	198

	 
	 
	999
	 
	 
	999

	 
	 
	 
	 
	Bal b/d
	999

	
	
	
	
	
	

	
	
	
	
	
	

	Office desk

	Date
	 
	Debit
	Date
	 
	Credit

	20.01
	Cash
	32
	 
	 
	 

	 
	 
	 
	31.01
	Bal c/d
	32

	 
	 
	32
	 
	 
	32

	 
	Bal b/d
	32
	 
	 
	 


 
	Trial balance at 31 January

	 
	Debit 
	Credit

	Trade Receivables Account – Harvey
	138
	 

	Trade Receivables Account – Moon
	26
	 

	Sales
	 
	495

	Cash
	323
	 

	Purchases
	258
	 

	Opening inventory
	458
	 

	Furniture and fittings
	198
	 

	Capital
	 
	999

	Wages
	58
	 

	Office desk
	32
	 

	Office expenses
	3
	 

	Total
	1494
	1494

	
	
	

	Closing inventory
	374
	


 
                                            Statement of profit or loss for the month ended 30 April
	Description
	Debit
	Credit

	Sales
	 
	495

	Cost of goods sold
	 
	 

	Opening inventory
	458
	 

	Purchases
	258
	 

	Less Closing stock
	-374
	 

	Net cost of goods sold
	342
	 

	Gross profit
	 
	153

	 
	 
	 

	Less Expenses
	 
	 

	Office expense
	3
	 

	Wages
	58
	 

	Total Expenses
	61
	 

	Net profit
	 
	92



Statement of financial position of 30 April
	Description
	Debit
	Credit

	 
	 
	 

	Non-current assets
	 
	 

	Furniture and fittings
	198
	 

	Office desk
	32
	 

	Total non-current assets
	 
	230

	Current assets
	 
	 

	Inventory
	374
	 

	Cash
	323
	 

	Trade Receivables (138+26)
	164
	 

	Total current assets
	 
	861

	Total assets
	 
	1091

	 
	 
	 

	Total Liabilities
	 
	 

	Current liabilities
	 
	 

	 
	 
	 

	Total Liabilities
	 
	 

	Capital
	 
	999

	Add net profit
	 
	92

	 
	 
	 

	Net Capital
	 
	 

	Total liabilities + capital
	 
	1091









 Task 4: 
Ledger accounts and recording of transactions in the books of Ricardo

	Date
	Particular
	
	Debit amount
	Credit amount

	02/06/18
	Claire a/c
	
	8500
	

	
	
	To sales a/c
	
	8500

	
	(Being sales are made)
	
	
	
	

	13/06/18
	Purchase a/c 
	
	12000
	

	
	
	To Georgina
	
	12000

	
	(Being purchase are made)
	
	
	
	

	14/06/18
	Hywel a/c 
	
	8550
	

	
	
	To sales a/c
	
	8550

	
	(Being sales are made)
	
	
	
	

	20/06/18
	Cash a/c
	
	6000
	

	
	
	To sales a/c
	
	6000

	
	(being sales are made)
	
	
	
	

	21/06/18
	Purchase a/c 
	
	4500
	

	
	
	To Andrew
	
	4500

	
	(Being purchase are made)
	
	
	
	

	22/06/18
	Sales return a/c 
	
	1000
	

	
	
	to Claire a/c
	
	1000

	
	(Being sales return are made)
	
	
	
	

	
	
	
	
	

	24/06/18
	Mandy a/c 
	
	5000
	

	
	
	To sales a/c
	
	5000

	
	(Being sales are made)
	
	
	
	

	
	
	
	
	

	24/06/18
	Cash a/c
	
	7125
	

	
	Discount allowed a/c
	
	375
	

	
	
	to Claire a/c
	
	7500

	
	(Payment made by Claire)
	
	
	
	

	
	
	
	
	

	25/06/18
	Cash a/c
	
	8550
	

	 
	
	To Hywel a/c
	
	8550

	
	(Payment made to Hywel a/c)
	
	
	
	

	
	
	
	
	

	
	Georgina
	
	12000
	

	
	
	To Cash
	
	11160

	
	
	To discount received 
	
	840

	
	(Payment made to Georgina)
	
	
	
	

	27/06/18
	Andrew a/c
	
	4500
	

	
	
	To discount received 
	
	90

	
	
	To cash 
	
	4410


Ledger accounts
Sales a/c
	Date 
	Particular
	Amount (£)
	Date
	Particular
	Amount (£)

	30/06/18
	To Trading a/c
	28050
	02/06/18
	By Claire
	8500

	
	
	
	14/06/18
	By Hywel
	8550

	
	
	
	20/06/18
	By cash
	6000

	
	
	
	24/06/18
	By Mandy
	5000

	
	
	28050
	
	
	28050


Purchase a/c
	Date 
	Particular
	Amount (£)
	Date
	Particular
	Amount (£)

	13/06/18
	To Georgina
	12000
	30/06/18
	By Trading a/c
	16500

	21/06/18
	To Andrew
	4500
	
	
	

	
	
	16500
	
	
	16500


Claire a/c
	Date 
	Particular
	Amount
	Particular
	Amount

	02/06/18
	To sale 
	8500
	By Cash 
	7125

	
	
	
	By discount allowed 
	375

	
	
	8500
	
	8500


 
Task 5:
Introduction
It deals with the explanation of both revenue expenditure as well as capital expenditure so that the actual analysis of all the areas of expenses can be done. In order to provide a critical view, various examples have been provided. 
Definition
Revenue expenditure is the expense incurred on the fixed asset which is charged as soon as it is incurred to the income and expense account (Accounting tools, 2018). These expenses are the ones which are helpful in enhancing the life of the asset or improving the capacity of a concerned asset. The revenue expenditure is also including expanses of day to day transactions of business such as purchasing of goods, salaries or wages of employees, rent and stationary purchased, revenue expanses is also termed as a short term expanses because these expanses only related with day to day transaction of business and influence only on short period of time. The revenue expenditure is aroused on assets which are used in only one year because it only includes current transaction of business. 
Examples
These are some examples of revenue expenditure.
· Machine repairing cost
· Fixed asset depreciation
· Interest on debt
· Patrol expanses 
· Rent, salary paid or wages expanses
These are some examples of revenue expenditure which is broadly classified into the ways listed above.
These are some application of revenue of expenditure from a company’s perspective:
· In order to maintain an asset which generates revenue for the firm:
The expense which is incurred on maintenance of a fixed asset does not improve the capacity of a particular asset. However, maintenance is a crucial part in order to keep the asset working. This is because the revenue expenses are incurred to support the current operations. However, this revenue expense has no effect on improving the life or capacity of the asset.
· In order to generate revenue:
The day to day expenses which are essential to generating revenue. Such revenue expenses include office rent, office supply, salaries of the staff, etc.
As a revenue expense is charged from the income and expense statement account therefore, the entry for revenue expense is as follows:
Revenue expense a/c    Dr.
              To cash/Payables 
[bookmark: _GoBack]Capital expenditure, on the other hand, is the one which is incurred by a firm on the fixed assets to improve the capacity of the existing fixed assets, freshly incurred on the purchase of a new asset, the capital expenditure of a business is presented in cash flow system (Accounting tools, 2018). The capital expenditure of a company normally creates an impact on long term financial position of a company so it’s important from a business perspective to critically evaluate decisions regarding capital expenditure of a business. Investors are also interested in capital expenditure of company because a proper capital expenditure of a company represents financial strength of a company. 
These assets generally include machinery and equipment, building, land, plant, furniture, and fixture, etc. The capital expenditure can also be incurred on patents and licenses i.e. it is equally applicable to tangible and intangible long term assets.
There are two types of capital expenditure that are incurred by a firm. These are listed as follows:
· Expense on upgrading a fixed asset/ intangible asset
The expense which is incurred on upgrading a fixed asset in order to improve its working capacity is a type of capital expenditure. This is a capital expenditure because this is essential in order to enhance the capacity of an asset as the capacity is directly linked to increased revenue for the firm.
Purchase of a new asset is essential to be treated as capital expenditure as it is a fresh expenditure. This enhances the production capacity of the whole firm.
The purchase or up gradation of a license or patent is also treated as a capital expenditure. The current capital expenditure of company indicate future wealth of that company because asset purchases always generate some value for a company In terms of wealth as well as value of asset.
Conclusion
Therefore, it can be summarized that the capital expenditure as well as revenue expenditure are distinct aspects and help in analysing the future prospects of an organization. With these we are able to estimate more precisely the productivity as well as the capacity of whole firm.
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