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[bookmark: _Toc531281951]Introduction
Accounting fundamentals are mainly used in an organization for explaining their transactions that takes place in their normal course of business. It generally includes financial statements such as income statement, cash flow statement and statement of financial position. In this study, preparation of ledger accounts along with statement of financial statement and income statement has been discussed. It also includes the major difference between types of expenditure such as revenue expenditure and capital expenditure.
[bookmark: _Toc531281952]Task 1
[bookmark: _Toc531281953]a. Ledger accounts

	Cash Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Capital A/c
	300.00
	By, Purchase A/c
	200.00

	To, Sales A/c
	350.00
	By, Motor van A/c
	150.00

	To, Balance B/d
	10.00
	By, Rent A/c
	50.00

	 
	 
	By, Drawings A/c
	60.00

	 
	 
	By, Loan A/c
	200.00

	 
	660.00
	 
	660.00



                                                    Table 1: Cash account


	Capital Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Balance B/d
	300.00
	By, Cash A/c
	300.00

	 
	300.00
	 
	300.00



                                                  Table 2: Capital account




	Purchase Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Cash A/c
	200.00
	By, Balance C/d
	200.00

	 
	200.00
	 
	200.00



Table 3: Purchase account

	Tatiana Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Loan A/c
	250.00
	By, Balance C/d
	250.00

	 
	250.00
	 
	250.00



Table 4: Tatiana account

	Loan Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Cash A/c
	200.00
	By, Tatiana A/c
	250.00

	To, Balance B/d
	50.00
	 
	 

	 
	250.00
	 
	250.00



Table 5: Loan account

	Motor van Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Cash A/c
	150.00
	By, Balance C/d
	150.00

	 
	150.00
	 
	150.00



                                                     Table 6: Motor van account

	Sales Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Balance B/d
	350.00
	By, Cash A/c
	350.00

	 
	350.00
	 
	350.00



Table 7: Sales account

	Rent Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Cash A/c
	50.00
	By, Balance C/d
	50.00

	 
	50.00
	 
	50.00



                                                    Table 8: Rent account


	Drawings Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Cash A/c
	60.00
	By, Balance C/d
	60.00

	 
	60.00
	 
	60.00



Table 9: Drawings account
[bookmark: _Toc531281954]b. List of account balances at 30 April
	Trial Balance as at 30 April

	Particulars
	Amount [£]
	Amount [£]

	Cash A/c
	 
	10.00

	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
	710.00



                                                          Table 10: Trial balance
[bookmark: _Toc531281955]
c. Statement of profit and loss for the month ended 30 April and statement of financial positions
	Profit and loss statement for the month ending 30 April

	Particulars
	Amount [£]
	Amount [£]

	Sales
	 
	350.00

	Cost of goods sold
	 
	0

	Gross profit
	 
	350.00

	Operating expenses
	 
	 

	Selling expenses
	200.00
	 

	Advertisement expenses
	0
	 

	Commissions expenses
	0
	 

	Administrative expenses
	 
	 

	Office supplies expenses
	0
	 

	Office equipment expenses
	0
	 

	Total operating expenses
	 
	200.00

	Operating income
	 
	150.00

	Non-operating revenues
	 
	0

	Interest revenues
	 
	0

	Gain or sale of investment
	 
	0

	Interest expenses
	 
	0

	Other losses
	 
	0

	Total non operating revenue
	 
	0

	Tax
	 
	0

	Net income
	 
	150.00



                                     Table 11: Profit and loss statemen








	Balance sheet as at 30 April

	Particulars
	Note No.
	Amount [£]

	EQUITY AND LIABILITIES
	 
	 

	Shareholders' fund
	 
	 

	Share capital
	 
	300.00

	Reserve and surplus
	 
	60.00

	Noncurrent liabilities
	 
	 

	Deferred tax liabilities
	 
	0

	Other long term liabilities
	 
	0

	Current liabilities
	 
	 

	Short term borrowings
	 
	250.00

	Trade payable
	 
	200.00

	Other current liabilities
	 
	0

	Short term provisions
	 
	0

	TOTAL
	 
	810.00

	 
	 
	 

	ASSETS
	 
	 

	Noncurrent assets
	 
	 

	Fixed assets
	 
	 

	Tangible assets
	 
	150.00

	Capital work in progress
	 
	0

	Noncurrent investments
	 
	 

	Other noncurrent assets
	 
	200.00

	Deposits
	 
	0

	Unamortised expenses
	 
	0

	Current assets
	 
	 

	Inventories
	 
	100.00

	Trade receivables
	 
	350.00

	Cash and cash equivalent
	 
	10.00

	Short term loans and advances
	 
	0

	Other current assets
	 
	0

	TOTAL
	 
	810.00



Table 12: Balance sheet
[bookmark: _Toc531281956]Task 2
[bookmark: _Toc531281957]a. Ledger accounts
	 
	Cash Account

	Date
	Particulars
	Amount [£]
	Date
	Particulars
	Amount [£]

	Jan-01
	To, Capital A/c
	5000.00
	Jan-03
	By, Purchase A/c
	1300.00

	13-Jan
	To, Sales A/c
	300.00
	Jan-02
	By, Motor van A/c
	600.00

	20-Jan
	To, Sales A/c
	500.00
	10-Jan
	By, Motor van A/c
	200.00

	 
	 
	 
	30-Jan
	By, Drawings A/c
	175.00

	 
	 
	 
	27-Jan
	By, Loan A/c
	350.00

	 
	 
	 
	24-Jan
	By, Storage A/c
	150.00

	 
	 
	 
	Jan-31
	By, Balance C/d
	3025.00

	 
	 
	5800.00
	 
	 
	5800.00



Table 13: Cash Account

	 
	Capital Account

	Date
	Particulars
	Amount [£]
	Date
	Particulars
	Amount [£]

	Jan-31
	To, Balance B/d
	5000.00
	Jan-01
	By, Cash A/c
	5000.00

	 
	 
	5000.00
	 
	 
	5000.00



                                                        Table 14: Capital Account

	 
	Purchase Account

	Date
	Particulars
	Amount [£]
	Date
	Particulars
	Amount [£]

	Jan-03
	To, Cash A/c
	1300.00
	31-Jan
	By, Balance C/d
	1300.00

	 
	 
	1300.00
	 
	 
	1300.00



                                                       Table 15: Purchase Account

	 
	Sergei Account

	Date
	Particulars
	Amount [£]
	Date
	Particulars
	Amount [£]

	Jan-31
	To, Balance B/d
	1000.00
	04-Jan
	By, Loan A/c
	1000.00

	 
	 
	1000.00
	 
	 
	1000.00


                                                          Table 16: Sergei Account

	 
	Loan Account

	Date
	Particulars
	Amount [£]
	Date
	Particulars
	Amount [£]

	04-Jan
	To, Sergei A/c
	1000.00
	31-Jan
	By, Balance C/d
	1350.00

	27-Jan
	To, Cash A/c
	350.00
	 
	 
	 

	 
	 
	1350.00
	 
	 
	1350.00



Table 17: Loan Account

	 
	Motor van Account

	Date
	Particulars
	Amount [£]
	Date
	Particulars
	Amount [£]

	02-Jan
	To, Cash A/c
	600.00
	 
	 
	 

	Jan-10
	To, Cash A/c
	200.00
	31-Jan
	By, Balance C/d
	800.00

	 
	 
	800.00
	 
	 
	800.00



Table 18: Motor van Account

	 
	Sales Account

	Date
	Particulars
	Amount [£]
	Date
	Particulars
	Amount [£]

	 
	 
	 
	20-Jan
	By, Cash A/c
	500.00

	Jan-31
	To, Balance B/d
	800.00
	13-Jan
	By, Cash A/c
	300.00

	 
	 
	800.00
	 
	 
	800.00



Table 19: Sales Account

	 
	Storage expenses Account

	Date
	Particulars
	Amount [£]
	Date
	Particulars
	Amount [£]

	24-Jan
	To, Cash A/c
	150.00
	31-Jan
	By, Balance C/d
	150.00

	 
	 
	150.00
	 
	 
	150.00



Table 20: Storage expenses Account




	 
	Drawings Account

	Date
	Particulars
	Amount [£]
	Date
	Particulars
	Amount [£]

	30-Jan
	To, Cash A/c
	175.00
	Jan-31
	By, Balance C/d
	175.00

	 
	 
	175.00
	 
	 
	175.00



Table 21: Drawings Account
[bookmark: _Toc531281958]b. Trial balances at 31 January
	Trial Balance as at 30 April

	Particulars
	Amount [£]
	 
	Amount [£]

	Cash A/c
	3025.00
	 
	 

	Capital A/c
	 
	 
	5000.00

	Purchase A/c
	1300.00
	 
	 

	Sergei A/c
	 
	 
	1000.00

	Loan A/c
	1350.00
	 
	 

	Motor Van A/c
	800.00
	 
	 

	Sales A/c
	 
	 
	800.00

	Storage expenses A/c
	150.00
	 
	 

	Drawings A/c
	175.00
	 
	 

	Total
	6800.00
	 
	6800.00



                                                       Table 22: Trial Balance as at 30 April
[bookmark: _Toc531281959]






c. Statement of profit and loss for the month ended 31 January and statement of financial positions
	Profit and loss statement for the month ending 30 April

	Particulars
	Amount [£]
	 
	Amount [£]

	Sales
	 
	 
	800.00

	Cost of goods sold
	 
	 
	0

	Gross profit
	 
	 
	800.00

	Operating expenses
	 
	 
	 

	Selling expenses
	1300.00
	 
	 

	Advertisement expenses
	0
	 
	 

	Commissions expenses
	0
	 
	 

	Administrative expenses
	 
	 
	 

	Office supplies expenses
	150.00
	 
	 

	Office equipment expenses
	200.00
	 
	 

	Total operating expenses
	 
	 
	1650.00

	Operating income
	 
	 
	-850.00

	Non-operating revenues
	 
	 
	0

	Interest revenues
	 
	 
	0

	Gain or sale of investment
	 
	 
	0

	Interest expenses
	 
	 
	0

	Other losses
	 
	 
	0

	Total non operating revenue
	 
	 
	0

	Tax
	 
	 
	0

	Net income
	 
	 
	-850.00




                                   Table 23: Profit and loss statement as at 30 April

	Balance sheet as at 30 April

	Particulars
	Note No.
	Amount [£]

	EQUITY AND LIABILITIES
	 
	 

	Shareholders' fund
	 
	 

	Share capital
	 
	5000.00

	Reserve and surplus
	 
	175.00

	Noncurrent liabilities
	 
	 

	Deferred tax liabilities
	 
	0

	Other long term liabilities
	 
	0

	Current liabilities
	 
	 

	Short term borrowings
	 
	1350.00

	Trade payable
	 
	1300.00

	Other current liabilities
	 
	0

	Short term provisions
	 
	0

	TOTAL
	 
	7825.00

	 
	 
	 

	ASSETS
	 
	 

	Noncurrent assets
	 
	 

	Fixed assets
	 
	 

	Tangible assets
	 
	600.00

	Capital work in progress
	 
	0

	Noncurrent investments
	 
	 

	Other noncurrent assets
	 
	350.00

	Deposits
	 
	0

	Unamortised expenses
	 
	0

	Current assets
	 
	 

	Inventories
	 
	2150.00

	Trade receivables
	 
	1000.00

	Cash and cash equivalent
	 
	3025.00

	Short term loans and advances
	 
	0

	Other current assets
	 
	700.00

	TOTAL
	 
	7825.00


Table 24: Balance sheet as at 30 April
[bookmark: _Toc531281960]Task 3
[bookmark: _Toc531281961]a. Ledger accounts
	Cash Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Smith A/c
	18.00
	By, Wages A/c
	12.00

	To, Sales A/c
	64.00
	By, Max A/c
	21.00

	To, Sales A/c
	110.00
	By, Wages A/c
	14.00

	To, Harvey A/c
	25.00
	By, Purchase A/c
	75.00

	To, Sales A/c
	84.00
	By, Rich A/c
	12.00

	To, Sales A/c
	30.00
	By, Office desk A/c
	32.00

	 
	 
	By, Wages A/c
	17.00

	 
	 
	By, Office expenses A/c
	3.00

	 
	 
	By, Wages A/c
	15.00

	 
	 
	By, Balance C/d
	130.00

	 
	331.00
	 
	331.00



Table 25: Cash Account

	Harvey Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Sales A/c
	124.00
	By, Cash A/c
	25.00

	 
	 
	By, Balance C/d
	99.00

	 
	124.00
	 
	124.00



Table 26: Harvey Account

	Purchase Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Rich A/c
	150.00
	By, Balance C/d
	225.00

	To, Cash A/c
	75.00
	 
	 

	 
	225.00
	 
	225.00




Table 27: Purchase Account

	Wages Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Cash A/c
	12.00
	By, Balance C/d
	58.00

	To, Cash A/c
	14.00
	 
	 

	To, Cash A/c
	17.00
	 
	 

	To, Cash A/c
	15.00
	 
	 

	 
	58.00
	 
	58.00



Table 28: Wages Account

	Rich Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Cash A/c
	12.00
	By, Purchase A/c
	150.00

	To, Balance B/d
	138.00
	 
	 

	 
	150.00
	 
	150.00



Table 29: Rich Account

	Smith Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Balance B/d
	18.00
	By, Cash A/c
	18.00

	 
	18.00
	 
	18.00



Table 30: Smith Account


	Office expenses Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Cash A/c
	3.00
	By, Balance C/d
	3.00

	
	3.00
	
	3.00






Table 31: Office expenses Account
	Office desk Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Cash A/c
	32.00
	By, Balance C/d
	32.00

	 
	32.00
	 
	32.00



Table 32: Office desk Account

	Sales Account

	Particulars
	Amount [£]
	Particulars
	Amount [£]

	To, Balance B/d
	412.00
	By, Harvey A/c
	124.00

	 
	 
	By, Cash A/c
	64.00

	 
	 
	By, Cash A/c
	110.00

	 
	 
	By, Cash A/c
	84.00

	 
	 
	By, Cash A/c
	30.00

	 
	412.00
	 
	412.00



[bookmark: _Toc531281962]                                           Table 33: Sales Account














b. Trial balances at 31 January
	Trial Balance as at 31 January

	Particulars
	Amount [£]
	Amount [£]

	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



                                   Table 34: Trial balance as at 31 January
[bookmark: _Toc531281963]












c. Statement of profit and loss for the month ended 31 January and statement of financial positions
	Profit and loss statement for the month ending 30 April

	Particulars
	Amount [£]
	 
	Amount [£]

	Sales
	 
	 
	412.00

	Cost of goods sold
	 
	 
	0

	Gross profit
	 
	 
	412.00

	Operating expenses
	 
	 
	 

	Selling expenses
	225.00
	 
	 

	Advertisement expenses
	0
	 
	 

	Commissions expenses
	0
	 
	 

	Administrative expenses
	 
	 
	 

	Office supplies expenses
	3.00
	 
	 

	Office equipment expenses
	32.00
	 
	 

	Total operating expenses
	 
	 
	260.00

	Operating income
	 
	 
	152.00

	Non-operating revenues
	 
	 
	0

	Interest revenues
	 
	 
	0

	Gain or sale of investment
	 
	 
	0

	Interest expenses
	 
	 
	0

	Other losses
	 
	 
	0

	Total non operating revenue
	 
	 
	0

	Tax
	 
	 
	0

	Net income
	 
	 
	152.00



                        Table 35: Profit and loss statement as at 31 January












	Balance sheet as at 30 April

	Particulars
	Note No.
	Amount [£]

	EQUITY AND LIABILITIES
	 
	 

	Shareholders' fund
	 
	 

	Share capital
	 
	0

	Reserve and surplus
	 
	0

	Non current liabilities
	 
	 

	Deferred tax liabilities
	 
	0

	Other long term liabilities
	 
	0

	Current liabilities
	 
	 

	Short term borrowings
	 
	274.00

	Trade payable
	 
	33.00

	Other current liabilities
	 
	464.00

	Short term provisions
	 
	319.00

	TOTAL
	 
	1090.00

	 
	 
	 

	ASSETS
	 
	 

	Noncurrent assets
	 
	 

	Fixed assets
	 
	 

	Tangible assets
	 
	230.00

	Capital work in progress
	 
	0

	Noncurrent investments
	 
	 

	Other noncurrent assets
	 
	350.00

	Deposits
	 
	0

	Unamortised expenses
	 
	0

	Current assets
	 
	 

	Inventories
	 
	84.00

	Trade receivables
	 
	83.00

	Cash and cash equivalent
	 
	343.00

	Short term loans and advances
	 
	0

	Other current assets
	 
	 

	TOTAL
	 
	1090.00



[bookmark: _Toc531281964]Table 36: Balance sheet as at 31 January

Task 4
[bookmark: _Toc531281965]Preparation of ledger account and extracting a trial balance at 27 June
	Claire Account

	Particulars
	Amount[£]
	Particulars
	Amount[£]

	To, Sales A/c
	8500.00
	By, Cash A/c
	8075.00

	To, Sales A/c
	1000.00
	By, Balance C/d
	1425.00

	
	9500.00
	
	9500.00



Table 37: Cash Account in the books of S. Young

	Cash  Account

	Particulars
	Amount[£]
	Particulars
	Amount[£]

	To, Hywel A/c
	8550.00
	By, Georgina A/c
	11160.00

	To, Andrew A/c
	4410.00
	By, Balance C/d
	9875.00

	To, Claire A/c
	8075.00
	
	

	
	21035.00
	
	21035.00



Table 38: Cash Account in the books of S. Young

	Sales Account

	Particulars
	Amount[£]
	Particulars
	Amount[£]

	To, Balance
 B/d
	24500.00
	By, Claire A/c
	8500.00

	
	
	By, Hywel A/c
	9000.00

	
	
	By, Jane A/c
	6000.00

	
	
	By, Claire A/c
	1000.00

	
	24500.00
	
	24500.00



                     Table 39: Cash Account in the books of S. Young



	Purchase Account

	Particulars
	Amount[£]
	Particulars
	Amount[£]

	To, Georgina A/c
	12000.00
	By, Balance C/d
	21470.00

	To, Cash A/c
	120.00
	
	

	To, Andrew A/c
	4500.00
	
	

	To, Mandy A/c
	4850.00
	
	

	
	21470.00
	
	21470.00



Table 40: Cash Account in the books of S. Young

	Georgina Account

	Particulars
	Amount[£]
	Particulars
	Amount[£]

	To, Cash A/c
	11160.00
	By, Purchase A/c
	12000.00

	To, Balance B/d
	840.00
	
	

	
	12000.00
	
	12000.00



Table 41: Cash Account in the books of S. Young

	Hywel Account

	Particulars
	Amount[£]
	Particulars
	Amount[£]

	To Sales A/c
	9000.00
	By, Balance C/d
	9000.00

	
	
	
	

	
	9000.00
	
	9000.00



                                   Table 42: Cash Account in the books of S. Young



	Mandy Account

	Particulars
	Amount[£]
	Particulars
	Amount[£]

	To, Balance B/d
	4850.00
	By, Purchase A/c
	4850.00

	
	
	
	

	
	4850.00
	
	4850.00



                                Table 43: Cash Account in the books of S. Young

	Jane Account

	Particulars
	Amount[£]
	Particulars
	Amount[£]

	To, Sales A/c
	6000.00
	By, Balance C/d
	6000.00

	
	
	
	

	
	6000.00
	
	6000.00



Table 44: Cash Account in the books of S. Young

	Andrew Account

	Particulars
	Amount[£]
	Particulars
	Amount[£]

	To, Cash A/c
	4410.00
	By, Balance C/d
	4410.00

	
	
	
	

	
	4410.00
	
	4410.00



                                    Table 45: Cash Account in the books of S. Young











	Trial Balance

	27th June, 2018

	Particulars
	Debit [£]
	Credit [£]

	Claire A/c
	
	1425.00

	Sales A/c
	24500.00
	

	Purchase A/c
	
	21470.00

	Georgina A/c
	
	12000.00

	Cash A/c
	
	9875.00

	Hywel A/c
	
	9000.00

	Mandy A/c
	4850.00
	

	Jane A/c
	
	6000.00

	Andrew A/c
	
	4410.00

	Suspense A/c
	34830.00
	

	Total
	64180.00
	64180.00



Table 46: Cash Account in the books of S. Young
[bookmark: _Toc531281966]Task 5
[bookmark: _Toc531281967]Difference between revenue expenditure and capital expenditure

	Revenue expenditure
	Capital expenditure

	Revenue expenditure is periodic in nature that mainly occurs in normal course of business (Christensen et al. 2015).
	Capital expenditure is generally incurs in a business for acquiring or improving its quality of assets or adding value to existing ones

	Earnings capacity of the company is maintained by revenue expenditure
	Increase of earnings capacity is maintained by capital expenditure (Oulasvirta, 2014).

	Revenue expenditure mainly includes maintenance of fixed assets that includes cost of sales that occurs for recurring items
	Capital expenditure needs to be incurred in assets that are basically not for sale and these are non recurring in nature

	Revenue expenditure provides benefits for only one year and generally consumed in a particular year
	This particular type of expenditure produces its benefits for many years

	The total amount that are charged in this expenditure are directly recorded in profit and loss statement and not recorded in balance sheet
	Capital expenditure is recorded as depreciation in profit and loss statement and other are recorded in balance sheet. 



Table 47: Difference between revenue expenditure and capital expenditure
(Source: Inspired from Christensen et al. 2015)
[bookmark: _Toc531281968]


[bookmark: _GoBack]
Conclusion
From the above study, it can be concluded that accounting fundamentals are used in an organization for their accounting purpose. Ledger accounts have been discussed in the study that described all kinds of transactions that takes place in an organization. Trial balance shows the summary of accounts that are included for business transactions and shows the nature of the amounts. Profit and loss statement has been discussed in this study, which shows the amount of net profit or net loss after a certain period of time. Statement of financial position shows the current financial position of an organization in which it consists of assets and liabilities.
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