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[bookmark: _Toc7346953]Introduction
Every organisation conducts various transaction while conducting the organisation operation. It is impossible for the business to track all the transaction and remember those, that is why a business must have to keep a record of those transactions and accounting can help the business in this process. Accounting is the process by using which an organisation identifies the business transaction, a record that transaction into a journal, classified and summarise and at the end prepare financial statements. In here, the journal will be created from the given transaction, classified of that transaction by using a general ledger, summarise it into a trial balance and at the end, final accounts will be created.   This will also discuss revenue expenditure and capital expenditure.





[bookmark: _Toc7346954]Task 1
[bookmark: _Toc7346955]a) Journal and Ledger
	Maxim
Journal

	Date
	Account Name
	Ref
	Debit
	Credit

	5-April
	Cash Account 
     Capital Account  
	 
	£300

	
£300

	7-April
	Purchase Account 
    Cash Account 
	 
	£200

	
£200

	8-April
	Cash Account 
     Loan (Tatiana) 
	 
	£250

	
£250

	15-April
	Motor Van Account 
    Cash Account 
	 
	£150

	
£150

	20-April
	Cash Account 
    Sales Account 
	 
	£350

	
£350

	28-April
	Rent expense Account 
    Cash Account 
	 
	£50

	
£50

	29-April
	Loan Account 
    Cash Account 
	 
	£200

	
£200

	30-April
	Withdrawal Account 
    Cash Account 
	 
	£60

	
£60


   

  




Maxim
Ledger
	Account: Cash 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	April 5
April 7
April 8
April 15
April 20
April 28
April 29
April 30
	Capital
Purchase
Loan
Motor Van
Sales
Rent
Loan
Withdrawal
	
	300

250

350
	
200

150

50
200
60
	300
100
350
200
550
500
300
240
	



	Account: Capital 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	April 5
	Cash 
	
	
	500
	
	500



	

	Account: Purchase 
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	April 7
	Cash 
	
	200
	
	200
	



	Account: Loan (Tatiana) 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	April 8
April 29
	Cash 
Cash 
	
	
200
	250
	
	250
50



	Account: Motor Van 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	April 15
	Cash 
	
	150
	
	150
	



	Account: Sales

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	April 20
	Cash 
	
	
	350
	
	350


	Account: Rent 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	April 28
	Cash 
	
	50
	
	50
	


	Account: Withdrawal 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	April 30
	Cash 
	
	60
	
	60
	


[bookmark: _Toc7346956]
b) Trial Balance 
	Maxim
Trial Balance
 30 April

	SL
	 Account Name 
	 Ref 
	Debit (£)
	Credit (£)

	1
	 Cash Account 
	 
	240
	

	2
	 Capital Account  
	 
	
	300

	3
	 Purchase Account 
	 
	200
	

	4
	 Loan Account 
	 
	
	50

	5
	 Motor Van Account  
	 
	150
	

	6
	 Sales Account 
	 
	
	350

	7
	 Rent expense Account  
	 
	50
	

	8
	 Withdrawal Account  
	 
	60
	

	Total
	 
	 
	700
	700



[bookmark: _Toc7346957]c) Financial Statements 
	Maxim
Statement of Profit or Loss
For the month ended 30 April

	Account Name
	Amount (£) 
	Amount (£) 

	 Sales Account  
	
	350

	 Less: cost of goods sold 
 Opening inventory 
 Add: Purchase Account 
 Less: closing inventory 
	
	

	
	-
	

	
	200
	

	
	-
	(200)

	 Gross margin 
	
	150

	 Less: Selling & administrative expenses 
 Rent expense 
	
	

	
	50
	

	 Total selling & administrative expenses 
	
	(50)

	 Net income 
	
	100



	Maxim
Statement of Financial Position
At 30 April

	 Assets 
	 Amount (£) 
	 Amount (£) 
	Amount (£)

	 Current assets 
 Cash Account 
	
	
	

	
	240
	
	

	 Total current assets 
	
	240
	

	 Property, plant and equipment 
 Motor Van Account 
	
	
	

	
	150
	
	

	Total property, plant and equipment
	
	150
	

	Total assets
	
	
	390

	
	
	
	

	Liability and Owners equity  
	
	
	

	Liabilities
Loan Account 
	
50
	

	

	Total Liabilities 
	
	50
	

	Equity
Capital Account 
· Withdrawal
+  Net Income
	
300
(60)
(100)
	



	

	Total Owners equity 
	
	340
	

	Total Liability and Owners equity  
	
	
	390







[bookmark: _Toc7346958]Task 2
[bookmark: _Toc7346959]a) Journal and Ledger 
	Pendo
Journal

	Date
	Account Name
	Ref
	Debit (£)
	Credit (£)

	1-January
	Cash Account 
     Capital Account 
	 
	£5000

	
£5000

	2-January
	Motor Van Account 
    Cash Account 
	 
	£600

	
£600

	3-January
	Purchase Account 
    Cash Account 
	 
	£1300

	
£1300

	4-January
	Cash Account 
     Loan Account 
	 
	£1000

	
£1000

	10-January
	Maintenance expense Account 
      Cash Account 
	 
	£200

	
£200

	13-January
	Cash Account 
     Sales Account 
	 
	£300

	
£300

	20-January
	Cash Account 
     Sales Account 
	 
	£500

	
£500

	24-January
	Storage expense Account 
      Cash Account 
	 
	£150

	
£150

	27-January
	Loan Account 
     Cash Account 
	 
	£350

	
£350

	30-January
	Withdrawal Account 
     Cash Account 
	 
	£175

	
£175




Pendo
Ledger
	Account: Cash 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 1
January 2
January 3
January 4
January 10
January 13
January 20
January 24
January 27
January 30
	Capital
Motor Van
Purchase
Loan
Maintenance
Sales 
Sales 
Storage
Loan
Withdrawal 
	
	5000


1000

300
500
	
600
1300

200


150
350
175
	5000
4400
3100
4100
3900
4200
4700
4550
4200
4025
	



	Account: Capital 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 1
	Cash 
	
	
	5000
	
	5000



	Account: Motor Van 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 2
	Cash 
	
	600
	
	600
	





	Account: Purchase 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 3
	Cash 
	
	1300
	
	1300
	



	Account: Loan

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 4
January 27
	Cash
Cash 
	
	
350
	1000
	
	1000
650



	Account: Maintenance Expense 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 10
	Cash 
	
	200
	
	200
	



	Account: Sales

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 13
January 20
	Cash
Cash
	
	
	300
500
	
	300
800



	Account: Storage Expense 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 24
	Cash 
	
	150
	
	150
	



	Account: Withdrawal 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 30
	Cash 
	
	175
	
	175
	



[bookmark: _Toc7346960]b) Trial Balance
	Pendo
Trial Balance
At 31 January 

	SL
	Account Name
	Ref
	Debit (£)
	Credit (£)

	           1 
	 Cash Account 
	 
	4,025
	

	           2 
	 Capital Account 
	 
	
	5,000

	           3 
	 Motor Van Account  
	 
	600
	

	           4 
	 Purchase Account 
	 
	1,300
	

	           5 
	 Loan Account 
	 
	
	650

	           6 
	 Maintenance expense Account 
	 
	200
	

	           7 
	 Sales Account 
	 
	
	800

	           8 
	 Storage expense Account 
	 
	150
	

	9
	Withdrawal Account 
	 
	175
	

	 Total 
	 
	 
	6,275
	6,450










[bookmark: _Toc7346961]c) Financial Statements
	Pendo
Statement of Profit or Loss
For the month ended 31 January

	Account Name
	Amount (£)
	Amount (£)

	 Sales Account 
	
	800

	 Less: cost of goods sold 
 Opening inventory 
 Add: purchase Account 
 Less: closing inventory 
	
	

	
	-
	

	
	1,300
	

	
	(800)
	(500)

	 Gross margin 
	
	300

	 Less: Selling & administrative expenses 
 Maintenance expense Account  
 Storage expense 
	
	

	
	200
	

	
	150
	

	 Total selling & administrative expenses 
	
	(350)

	 Net Loss 
	
	(50)



	Pendo
Statement of Financial Position
AT 31 January 

	 Assets 
	Amount (£)
	Amount (£)
	Amount (£)

	 Current assets 
 Cash 
 Inventory
	
	
	

	
	4,025
	
	

	
	800
	
	

	 Total current assets 
	
	4,825
	

	 Property, plant and equipment 
 Motor Van 
	
	
	

	
	600
	
	

	Total property, plant and equipment
	
	600
	

	Total assets
	
	
	5,425

	 
	
	
	

	 Liabilities & equity 
	
	
	

	 Liabilities 
 Loan 
	
	
	

	
	650
	
	

	 Total liabilities 
	
	650
	

	 Owner Equity 
 Capital 
 Less: withdrawal 
 Less: net loss 
	
	
	

	
	5,000
	
	

	
	175
	
	

	
	(50)
	
	

	Total equity
	
	4,775
	

	 Total liabilities and equity 
	
	
	5,425


 

















[bookmark: _Toc7346962]Task 3
[bookmark: _Toc7346963]a) Journal and Ledger
	Mafuta
Journal

	Date
	Account Name
	Ref
	Debit (£)
	Credit (£)

	2-January
	Accounts receivables Account 
    Sales Account 
	 
	£124


	
124

	5-January
	Wage expense Account 
Purchase Account 
     Cash Account 
     Accounts payables Account 
	 
	12
150


	

12
150

	7-January
	Cash Account 
    Accounts receivables Account 
	 
	18


	
18

	9-January
	Accounts payables Account 
    Cash Account 
	 
	21


	
21

	11-January
	Cash Account 
     Sales Account 
	 
	64


	
64

	14-January
	Wage expense Account 
Purchase Account 
     Cash Account 
	 
	14
75

	
89

	15-January
	Accounts payable Account 
    Cash Account 
	 
	12


	
12

	20-January
	Furniture and fittings Account 
     Cash Account 
	 
	32


	
32

	21-January
	Wage expense Account 
Cash Account 
      Sales Account 
	 
	17
93


	
110

	23-January
	Office expenses Account 
Cash Account 
     Accounts receivable Account 
	 
	3
22


	

25

	28-January
	Cash Account 
Wage expense Account 
      Sales Account 
	 
	69
15


	
84

	31-January
	Cash Account 
     Sales Account 
	 
	30


	
30



Mafuta
Ledger
	Account: Cash 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 1
January 5
January 7
January 9
January 11
January 14
January 15
January 20
January 21
January 23
January 28
January 31
	Balance B/d
Accounts Receivables
Wages 
Accounts receivables 
Sales 
Wage and Purchase
Accounts Payables 
Furniture & Fittings
Sales
Accounts receivables 
Sales 
Sales  
	
	343
18


64



93
22
69
30
	

12
21

89
12
32
	343
361
349
328
392
303
291
259
352
374
443
473
	



	Account: Inventory 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 1
	Balance 
	
	458
	
	458
	



	Account: Accounts Receivables 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 1
January 2
January 7 
January 9
January 23
	Balance 
Sales 
Cash 
Cash 
Cash 
Office expense 
	
	83
124

21
	

18

22
3
	83
207
189
210
188
185
	



	Account: Sales 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 2
January 11
January 21

January 28

January 31
	 Accounts Receivables
Cash
Cash  
Wages Expense
Cash
Wage expense
Cash 
	
	
	124
64
93
17
69
15
30
	
	124
188
281
298
367
382
412



	Account: Wage Expense 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 5
January 14
January 21
January 28
	Cash 
Cash
Cash  
Sales 
	
	12
14
17
15
	
	12
26
43
58
	



	Account: Purchase 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 5
January 14
	Accounts Payable 
Cash 
	
	150
75
	
	150
225
	



	Account: Accounts Payable 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 1
January 5
January 15
	Balance 
Purchase
Cash  
	
	

12
	33
150
	
	33
183
171






	Account: Furniture and Fittings 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 1
January 20
	Balance 
Cash 
	
	198
32
	
	192
230
	



	Account: Office expense 

	Date
	Description
	Ref
	Debit
	Credit
	Balance

	
	
	
	
	
	Debit
	Credit

	January 23
	Accounts Receivables
	
	3
	
	3
	



[bookmark: _Toc7346964]b) Trial Balance
	Mafuta
Trial Balance
At 31 January

	SL
	Account Name
	Ref
	Debit (£)
	Credit (£)

	1
	 Cash Account 
	 
	473
	

	2
	 Trade receivables Account  
	 
	185
	

	3
	 Inventory, January 1 
	 
	458
	

	4
	 Furniture and fittings Account 
	 
	230
	

	5
	 Trade payables Account  
	 
	
	171

	6
	 Sales Account  
	 
	
	412

	7
	 Wage expenses Account 
	 
	58
	

	8
	 Purchase Account 
	 
	225
	

	9
	Office expenses Account 
	 
	3
	

	10
	Capital Account 
	 
	
	1049




[bookmark: _Toc7346965]c) Financial Statements
	Mafuta
Statement of Profit and Loss
For the month ended 31 January

	 Account Name 
	 Amount (£) 
	 Amount (£) 

	 Sales Account 
	 
	          412 

	 Less: cost of goods sold 
 Opening inventory 
 Add: purchase Account 
 Less: closing inventory 
	 
	 

	
	          458 
	 

	
	          225 
	 

	
	 
	          (683) 

	 Gross margin 
	 
	        (271)

	 Less: expenses 
 Wage expenses 
 Office expenses 
	 
	 

	
	            58 
	 

	
	              3 
	

	 Total expenses 
	 
	            (61) 

	 Net loss 
	 
	(332)







	Mafuta
Statement of Financial Position
At 31 January

	 Assets 
	Amount (£)
	Amount (£)
	Amount (£)

	 Current assets 
 Cash Account   
 Accounts receivables 
 Inventory Account   
	
	
	

	
	473
	
	

	
	185
	
	

	
	
	
	

	 Total current assets 
	
	658
	

	 Property, plant and equipment 
 Furniture and fittings 
	
	
	

	
	230
	
	

	Total property, plant and equipment
	
	230
	

	Total assets
	
	
	888

	 
	
	
	

	 Liabilities & equity 
	
	
	

	 Liabilities 
Accounts payables 
	
	
	

	
	171
	
	

	 Total liabilities 
	
	171
	

	 Equity 
 Capital Account   
 Less: net loss 
	
	
	

	
	1,049
	
	

	
	(332)
	
	

	Total equity
	
	717
	

	 Total liabilities and equity 
	
	
	888


 


[bookmark: _Toc7346966]Task 4
[bookmark: _Toc7346967]Journal
	Ricardo
journal

	Date
	Account Name
	Ref
	Debit (£)
	Credit (£)

	2-June
	Receivable - Clarie
    Sales Account  
	
	8500

	
8500

	13-June
	Purchase Account 
    Payable - Georgina
	
	12000

	
12000

	14-June
	Receivables - Hywel
     Sales Account 
	
	9000

	
9000

	20-June
	Cash Account 
     Sales Account 
	
	6000

	
6000

	21-June
	Purchase Account 
    Payable - Andrew
	
	4500

	
4500

	22-June
	Sales return Account 
     Receivable - Clarie
	
	1000

	
1000

	24-June
	Receivable - Mandy
     Sales Account 
	
	5000

	
5000

	
	Cash Account 
Cash discount Account 
     Receivable - Claire
	
	7125
375

	

7500

	25-January
	(i) Cash Account 
        Receivable - Hywel
	
	9000

	
9000

	
	(ii )Payable - Georgina
     Cash discount Account 
     Cash Account 
	
	12000


	
840
11160

	27-June
	Payable - Andrew
     Cash discount Account 
     Cash Account 
	
	4500


	
90
4410



[bookmark: _Toc7346968]Ledger
	Accounts: Receivable - Clarie

	Debit (£)
	Credit (£)

	2-June
	£8500
	22-June
	£1000

	 
	 
	24-June
	£7500

	 Total
	 £8,500
	 Total
	 £8,500



	Accounts: Sales

	Debit (£)
	Credit (£)

	 
	 
	2-June
	£8,500

	 
	 
	14-June
	9000

	 
	 
	20-June
	6000

	 Balance
	£28,500
	24-June
	5000

	 Total
	 £28,500
	 Total
	 £28,500

	 
	 
	Balance
	         £28,500 



	Accounts: Purchase

	Debit (£)
	Credit (£)

	13-June
	£12000
	 
	 

	21-June
	£4500
	 Balance
	£16,500 

	 Total
	£16,500 
	 Total
	 £16,500

	Balance
	                           £16,500 
	 
	 





	Accounts: Payable - Georgina

	Debit (£)
	Credit (£)

	25-June
	£12000
	13-June
	£12000

	 Total
	 £12,000
	 Total
	 $12,000



	Accounts: Receivable - Hywel

	Debit (£)
	Credit (£)

	14-June
	£9000
	25-June
	£9000

	 Total
	 £9,000
	 Total
	£9,000



	Accounts: Cash

	Debit (£)
	Credit (£)

	20-June
	£6,000
	25-June
	£11,160

	24-June
	7125
	27-June
	4410

	25-June
	9000
	 
	 

	 
	 
	 Balance
	£6,555 

	 Total
	 £22,125
	 Total
	 £22,125

	Balance
	           £6,555 
	 
	 



	Accounts: Payable - Andrew

	Debit (£)
	Credit (£)

	27-June
	£4500
	21-June
	£4500

	 Total
	 £4,500
	 Total
	 £4,500



	Accounts: Sales Return

	Debit (£)
	Credit (£)

	22-June
	£1,000
	 
	 

	 
	 
	 Balance
	£1,000

	 Total
	 £1,000
	 Total
	 £1,000

	Balance
	           1,000 
	 
	 



	Accounts: Receivable - Mandy

	Debit (£)
	Credit (£)

	24-June
	£5,000
	 
	 

	 
	 
	 Balance
	£5,000

	 Total
	 £5,000
	 Total
	£5,000

	Balance
	£5,000 
	 
	 



	Accounts: Cash Discount

	Debit (£)
	Credit (£)

	24-June
	£375
	25-June
	£840

	Balance
	555
	27-June
	90

	 Total
	 £930
	 Total
	 £930

	 
	 
	Balance
	             £ 555 



[bookmark: _Toc5865707][bookmark: _Toc7346969]Trial Balance 
	Ricardo
Trial Balance
At 27 June

	SL
	Account Name
	Ref
	Debit (£)
	Credit (£)

	1
	 Sales Account  
	 
	
	28,500

	2
	Purchase Account 
	
	16,500
	

	3
	 Cash Account 
	 
	6,555
	

	4
	 Sales Return Account 
	 
	1,000
	

	5
	Receivable - Mandy Account 
	 
	5,000
	

	6
	Cash Discount Account 
	 
	
	555

	 Total 
	 
	 
	29,055
	29,055


[bookmark: _Toc7346970]Task 5
[bookmark: _Toc5865709][bookmark: _Toc7346971]Difference between revenue expenditure and capital expenditure

	Points of Difference
	Revenue expenditure
	Capital Expenditure

	Definition 
	The cost is treated as expenditure in the period in which it incurred.
	The financial outlay to acquire fixed assets which increase company assets base.  

	Accounting standards
	To guide revenue expenditure there is a number of international accounting standard and international financial reporting standards like IAS-11 for construction contact and IAS-18 for revenue.
	IAS-16, Property Plan & Equipment guide the recognition of capital expenditure contract (Gowthorpe, 2015).   

	Purpose 
	The purpose of incurring revenue expenditure is to maintain fixed assets working capacity and firm earning capacity. 
	The purpose of this is to increase earning capacity. 

	Reporting 
	This is reported in the profit and loss statements as it is not allowed to capitalise (Atrill and McLaney, 2016). 
	IAS-16 allows this to be capitalised and for this, it is reported in the balance sheet.

	Effect on the balance sheet
	Revenue expenditure decreases cash as for this negative impact or increases current liability (Wild, et al., 2017).  
	Assets base of the business is increase for this, cash decrease if it in cash or liability increases. 

	Effect on the income statement
	It is directly changed in the income statement thus decrease net income.  
	The depreciated or amortised portion of the assets is being shown in the income statement as an expenditure.

	Frequency 
	As this type of expenditure is required for running a business so it is frequent.
	The nature of this type of expenditure is infrequent (Weygandt, et al., 2016). 

	Matching principles
	Revenue expenditure is being matched with revenue. 
	Capital inflows are not matched with capital expenditure.

	Examples 
	Wages, salaries, rent, depreciation, commissions, direct materials etc.   
	Buying new equipment, building new plants, repairing and upgrading current fixed assets etc. 



















[bookmark: _Toc7346972]Conclusion
Information is one of the most important elements for organisation management to takes appropriate strategy or develops it and information regarding how the organisation is performing is being provided by the process of accounting. The accounting information is being used by both internal and external user of the business. To produce the information business at first creates a journal from the business transaction so that all the transaction can be recorded, then ledger is created to classify similar account, to determine whether the accounts are mathematically right or wrong trail balance is created, to know about the financial position of the business financial statement is created.    
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