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[bookmark: _Toc27907888]Introduction
Accounting is the process of recording, classifying, summarizing, analyzing and reporting financial transaction of an entity (Finney, Miller, John and Gentry, 2013). The main aim of accounting is to provide financial information in more meaningful way to facilitate the decision making process. Three major activities of accounting are identifying the economic events related to the business of the entity, recording the economic events in order to provide a history of financial activities and communicate the processed financial information to related parties or users of financial information. In this module, accounting activities are performed for preparing financial information of different business entities (Rowland, 2012). For all of the cases, the financial transactions are at first recorded in journal entries, then they are classified in ledger accounts. The balance of the ledger accounts is closed and trial balance is prepared. Using the end balance of all the accounts and other relevant information profit and loss statement and statement of financial position are prepared. The differences between revenue expenditures and capital expenditures are discussed with reference to International Accounting Standards.  
[bookmark: _Toc27907889]Task-1
[bookmark: _Toc27907890](a) Writing up the transactions and closing ledger balances
	Maxim bakery

	Journal Entries

	Sl. No.
	Date
	 
	Debit
	Credit

	1
	5-Apr
	Cash
	300
	 

	
	
	Capital
	 
	300

	2
	7-Apr
	Purchase
	200
	 

	
	
	Cash
	 
	200

	3
	8-Apr
	Cash
	250
	 

	
	
	Loan
	 
	250

	4
	15-Apr
	Motor Van
	150
	 

	
	
	Cash 
	 
	150

	5
	20-Apr
	Cash
	350
	 

	
	
	Sales
	 
	350

	6
	28-Apr
	Rent
	50
	 

	
	
	Cash
	 
	50

	7
	29-Apr
	Loan
	200
	 

	
	
	Cash
	 
	200

	8
	30-Apr
	Withdrawal
	60
	 

	
	
	Cash
	 
	60



Ledger accounts: 
	Cash

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	1
	Capital
	300
	2
	Purchase
	200

	3
	Loan
	250
	4
	Motor van
	150

	5
	Sales
	350
	6
	Rent
	50

	 
	 
	 
	7
	Loan
	200

	 
	 
	 
	8
	Withdrawal
	60

	 
	 
	 
	 
	Balance c/d
	240

	 
	 
	900
	 
	 
	900

	 
	Balance b/d
	240
	 
	 
	 



	Capital

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	Balance c/d
	300
	1
	Cash
	300

	 
	 
	300
	 
	 
	300

	 
	 
	 
	 
	Balance b/d
	300



	Purchase

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	2
	Cash
	200
	 
	Balance c/d
	200

	 
	 
	200
	 
	 
	200

	 
	Balance b/d
	200
	 
	 
	 



	Loan

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	7
	Cash
	200
	3
	Cash
	250

	 
	Balance c/d
	50
	 
	 
	 

	 
	 
	250
	 
	 
	250

	 
	 
	 
	 
	Balance b/d
	50



	Motor Van

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	4
	Cash
	150
	 
	Balance c/d
	150

	 
	 
	150
	 
	 
	150

	 
	Balance b/d
	150
	 
	 
	 



	Sales

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	Balance c/d
	350
	5
	Cash
	350

	 
	 
	350
	 
	 
	350

	 
	 
	 
	 
	Balance b/d
	350



	Rent

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	6
	Cash
	50
	 
	Balance c/d
	50

	 
	 
	50
	 
	 
	50

	 
	Balance b/d
	50
	 
	 
	 



	Withdrawal

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	8
	Cash
	60
	 
	Balance c/d
	60

	 
	 
	60
	 
	 
	60

	 
	Balance b/d
	60
	 
	 
	 



[bookmark: _Toc27907891](b) Preparation of the list of account balances at 30 April
	Trial Balance

	30 April, 2019

	Sl. No.
	Particulars
	Debit
	Credit

	1
	Cash
	240
	 

	2
	Capital
	 
	300

	3
	Purchase
	200
	 

	4
	Loan
	 
	50

	5
	Motor Van
	150
	 

	6
	Sales
	 
	350

	7
	Rent
	50
	 

	8
	Withdrawal
	60
	 

	 
	 
	 
	 

	 
	Total
	700
	700



[bookmark: _Toc27907892](c) Preparation of profit and loss statement and balance sheet
	Profit and loss statement 

	For the month ended 30 Aril, 2019

	Sales
	 
	350

	Cost of goods sold
	 
	 

	Purchase
	200
	 

	Less: Ending inventory
	100
	100

	Gross profit
	 
	250

	Less: Expenses
	 
	 

	Rent
	 
	50

	Net profit
	 
	200



	Balance Sheet

	At 30 April, 2019

	 Liabilities and equity
	£
	£
	Assets
	£

	Loan
	 
	50
	Cash
	240

	Capital
	300
	 
	Ending inventory
	100

	Less: Withdrawal
	60
	 
	Motor van
	150

	 
	240
	 
	 
	 

	Add: Net profit
	200
	440
	 
	 

	 
	 
	 
	 
	 

	Total liabilities and equity
	 
	490
	Total assets
	490



[bookmark: _Toc27907893]Task-2
[bookmark: _Toc27907894](a) Writing up the transactions and ledger accounts including dates, descriptions and balances
	Pendo furniture

	Journal Entries

	Sl. No.
	Date
	Particulars
	Debit
	Credit

	1
	1-Jan
	Cash
	5000
	 

	
	
	Capital
	 
	5000

	2
	2-Jan
	Motor Van
	600
	 

	
	
	Cash
	 
	600

	3
	3-Jan
	Purchase
	1300
	 

	
	
	Cash
	 
	1300

	4
	4-Jan
	Cash
	1000
	 

	
	
	Loan (from Sergei)
	 
	1000

	5
	10-Jan
	Motor Van expenses
	200
	 

	
	
	Cash
	 
	200

	6
	13-Jan
	Cash
	300
	 

	
	
	Sales
	 
	300

	7
	20-Jan
	Cash
	500
	 

	
	
	Sales
	 
	500

	8
	24-Jan
	Storage expenses
	150
	 

	
	
	Cash
	 
	150

	9
	27-Jan
	Loan (from Sergei)
	350
	 

	
	
	Cash
	 
	350

	10
	30-Jan
	Withdrawal
	175
	 

	
	
	Cash
	 
	175

	11
	31-Jan
	Closing inventory
	800
	 

	
	
	Purchase
	 
	800



Ledger accounts: 
	Cash

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	1
	Capital
	5000
	2
	Motor van
	600

	4
	Loan
	1000
	3
	Purchase
	1300

	6
	Sales
	300
	5
	Motor Van exp
	200

	7
	Sales
	500
	8
	Storage exp
	150

	 
	 
	 
	9
	Loan
	350

	 
	 
	 
	10
	Withdrawal
	175

	 
	 
	 
	 
	Balance c/d
	4025

	 
	 
	6800
	 
	 
	6800

	 
	Balance b/d
	4025
	 
	 
	 



	Capital

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	Balance c/d
	5000
	1
	Cash
	5000

	 
	 
	5000
	 
	 
	5000

	 
	 
	 
	 
	Balance b/d
	5000



	Purchase

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	3
	Cash
	1300
	11
	Closing inventory
	800

	 
	 
	 
	 
	Balance c/d
	500

	 
	 
	1300
	 
	 
	1300

	 
	Balance b/d
	500
	 
	 
	 



	Loan

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	9
	Cash
	350
	4
	Cash
	1000

	 
	Balance c/d
	650
	 
	 
	 

	 
	 
	1000
	 
	 
	1000

	 
	 
	 
	 
	Balance b/d
	650



	Sales

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	 
	 
	6
	Cash
	300

	 
	Balance c/d
	800
	7
	Cash
	500

	 
	 
	800
	 
	 
	800

	 
	 
	 
	 
	Balance b/d
	800



	Withdrawal

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	10
	Cash
	175
	 
	Balance c/d
	175

	 
	 
	175
	 
	 
	175

	 
	Balance b/d
	175
	 
	 
	 



	Motor Van expenses

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	5
	Cash
	200
	 
	Balance c/d
	200

	 
	 
	200
	 
	 
	200

	 
	Balance b/d
	200
	 
	 
	 



	Purchase

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	3
	Cash
	1300
	11
	Closing inventory
	800

	 
	 
	 
	 
	Balance c/d
	500

	 
	 
	1300
	 
	 
	1300

	 
	Balance b/d
	500
	 
	 
	 



	Motor Van

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	2
	Cash
	600
	 
	Balance c/d
	600

	 
	 
	600
	 
	 
	600

	 
	Balance b/d
	600
	 
	 
	 



	Storage expenses

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	8
	Cash
	150
	 
	Balance c/d
	150

	 
	 
	150
	 
	 
	150

	 
	Balance b/d
	150
	 
	 
	 



	Closing inventory

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	11
	Purchase
	800
	 
	Balance c/d
	800

	 
	 
	800
	 
	 
	800

	 
	Balance b/d
	800
	 
	 
	 



[bookmark: _Toc27907895](b) Preparation of trial balance at 31 January
	Trial Balance

	31 January, 2019

	Sl. No.
	Particulars
	Debit
	Credit

	1
	Cash
	4025
	 

	2
	Capital
	 
	5000

	3
	Purchase
	500
	 

	4
	Loan
	 
	650

	5
	Motor Van
	600
	 

	6
	Sales
	 
	800

	7
	Motor van expenses
	200
	 

	8
	Withdrawal
	175
	 

	9
	Storage expenses
	150
	 

	10
	Closing inventory
	800
	 

	 
	Total
	6450
	6450



[bookmark: _Toc27907896](c) Preparation of profit and loss statement and balance sheet
	Profit and loss statement 

	For the month ended 31 January, 2019

	Sales
	 
	800

	Cost of goods sold
	 
	 

	Purchase
	1300
	 

	Less: Ending inventory
	800
	500

	Gross profit
	 
	300

	Less: Expenses
	 
	 

	Storage expenses
	150
	 

	Motor Van Expenses
	200
	350

	Net profit/(Loss)
	 
	-50



	Balance Sheet

	At 31 January, 2019

	 Liabilities and equity
	£
	£
	Assets
	£

	Loan
	 
	650
	Cash
	4025

	Capital
	5000
	 
	Ending inventory
	800

	Less: Withdrawal
	175
	 
	Motor van
	600

	 
	4825
	 
	 
	 

	Add: Net profit
	-50
	4775
	 
	 

	 
	 
	 
	 
	 

	Total liabilities and equity
	 
	5425
	Total assets
	5425



1

[bookmark: _Toc27907897]Task-3
[bookmark: _Toc27907898](a) Writing up the transactions and closing ledger balances
	Mafuta

	Journal Entries

	Sl. No.
	Date
	Particulars
	Debit
	Credit

	1
	2-Jan
	A/C receivables (Harvey)
	124
	 

	
	
	Sales
	 
	124

	2
	5-Jan
	Wages
	12
	 

	
	
	Cash
	 
	12

	3
	5-Jan
	Purchase
	150
	 

	
	
	A/C payables (Rich)
	 
	150

	4
	7-Jan
	Cash
	18
	 

	
	
	A/C receivables (Smith)
	 
	18

	5
	9-Jan
	A/C Payables (max)
	21
	 

	
	
	Cash
	 
	21

	6
	11-Jan
	Cash
	64
	 

	
	
	Sales
	 
	64

	7
	14-Jan
	Wages
	14
	 

	
	
	Cash
	 
	14

	8
	14-Jan
	Purchase
	75
	 

	
	
	Cash
	 
	75

	9
	15-Jan
	A/C payables (Rich)
	162
	 

	
	
	Cash
	 
	162

	10
	20-Jan
	Furniture and fittings
	32
	 

	
	
	Cash
	 
	32

	11
	21-Jan
	Wages
	17
	 

	
	
	Cash
	 
	17

	12
	21-Jan
	Cash
	110
	 

	
	
	Sales
	 
	110

	13
	23-Jan
	Office expenses
	3
	 

	
	
	Cash
	 
	3

	14
	23-Jan
	Cash
	163
	 

	
	
	A/C receivables (Harvey)
	 
	163

	15
	28-Jan
	Cash
	84
	 

	
	
	Sales
	 
	84

	16
	28-Jan
	Wages
	15
	 

	
	
	Cash
	 
	15

	17
	31-Jan
	Cash
	30
	 

	
	
	Sales
	 
	30

	18
	31-Jan
	Closing inventory 
	374
	 

	
	
	Purchase
	 
	374



Ledger accounts: 
	Cash

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	Beginning blc
	343
	2
	Wages
	12

	4
	Smith
	18
	5
	Max
	21

	6
	Sales
	64
	7
	Wages
	14

	12
	Sales
	110
	8
	Purchase
	75

	14
	Harvey
	163
	9
	Rich
	162

	15
	Sales
	84
	10
	Office Desk
	32

	17
	sales
	30
	11
	Wages
	17

	 
	 
	 
	13
	Office exp
	3

	 
	 
	 
	16
	wages
	15

	 
	 
	 
	 
	Balance c/d
	461

	 
	 
	812
	 
	 
	812

	 
	Balance b/d
	461
	 
	 
	 



	Wages

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	2
	Cash
	12
	 
	 
	 

	7
	Cash
	14
	 
	 
	 

	11
	Cash
	17
	 
	 
	 

	16
	Cash
	15
	 
	Balance c/d
	58

	 
	 
	58
	 
	 
	58

	 
	Balance b/d
	58
	 
	 
	 



	Sales

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	 
	 
	1
	Harvey
	124

	 
	 
	 
	6
	Cash
	64

	 
	 
	 
	12
	Cash
	110

	 
	 
	 
	15
	Cash
	84

	 
	Balance c/d
	412
	17
	Cash
	30

	 
	 
	412
	 
	 
	412

	 
	 
	 
	 
	Balance b/d
	412



	Purchase

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	3
	Rich
	150
	 
	 
	 

	8
	Cash
	75
	 
	Balance c/d
	225

	 
	 
	225
	 
	 
	225

	 
	Balance b/d
	225
	 
	 
	 



	A/C Payables

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	5
	Cash
	21
	 
	beginning blc
	33

	9
	Cash
	162
	3
	Purchase
	150

	 
	 
	183
	 
	 
	183



	A/C Receivables

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	Beginning blc
	83
	4
	Cash
	18

	1
	Sales
	124
	14
	Cash
	163

	 
	 
	 
	 
	Balance c/d
	26

	 
	 
	207
	 
	 
	207

	 
	Balance b/d
	26
	 
	 
	 



	Furniture and fittings

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	Beginning Blc
	198
	 
	 
	 

	10
	Cash
	32
	 
	Balance c/d
	230

	 
	 
	230
	 
	 
	230

	 
	Balance b/d
	230
	 
	 
	 



	Office Expenses

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	13
	Cash
	3
	 
	Balance c/d
	3

	 
	 
	3
	 
	 
	3

	 
	Balance b/d
	3
	 
	 
	 




[bookmark: _Toc27907899](b) Preparation of the trial balance at 31 January
	Trial Balance

	31 January, 2019

	Sl. No.
	Particulars
	Debit
	Credit

	1
	Cash
	461
	 

	2
	Wages
	58
	 

	3
	Sales
	 
	412

	4
	Purchase
	225
	 

	5
	A/C receivables
	26
	 

	6
	Furniture and fittings
	230
	 

	7
	Office expenses
	3
	 

	8
	Beginning inventory
	458
	 

	9
	capital
	 
	1049

	 
	Total
	1461
	1461



[bookmark: _Toc27907900](c) Preparation of profit and loss statement and balance sheet
	Profit and loss statement 

	For the month ended 31 January, 2019

	Sales
	 
	412

	Cost of goods sold
	 
	 

	Beginning inventory
	458
	 

	Add: Purchase
	225
	 

	Less: Ending inventory
	374
	309

	Gross profit
	 
	103

	Less: Expenses
	 
	 

	Office expenses
	3
	 

	Wages
	58
	61

	Net profit/(Loss)
	 
	42



	Balance Sheet

	At 31 January, 2019

	 Liabilities and equity
	£
	£
	Assets
	£

	Capital
	1049
	 
	Cash
	461

	Add: Net profit
	42
	42
	Ending inventory
	374

	 
	 
	 
	A/C receivables
	26

	 
	 
	 
	Furniture and fittings
	230

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Total liabilities and equity
	 
	42
	Total assets
	1091


[bookmark: _Toc27907901]Task-4
[bookmark: _Toc27907902]Ledger accounts for recording transactions 
	Ricardo Trader

	Journal Entries

	Sl. No.
	Date
	Particulars
	Debit
	Credit

	1
	2-Jun
	A/C Receivables (Claire)
	8500
	 

	
	
	Sales
	 
	8500

	2
	13-Jun
	Purchase
	12000
	 

	
	
	A/C payables (Georgia)
	 
	12000

	3
	14-Jun
	A/C Receivables (Hywel)
	8550
	 

	
	
	Sales
	 
	8550

	4
	20-Jun
	Cash
	6000
	 

	
	
	Sales
	 
	6000

	5
	21-Jun
	Purchase
	4500
	 

	
	
	A/C Payables (Andrew)
	 
	4500

	6
	22-Jun
	Sales return
	1000
	 

	
	
	A/C Receivables (Claire)
	 
	1000

	7
	24-Jun
	A/C Receivables (Mandy)
	5000
	 

	
	
	Sales
	 
	5000

	8
	24-Jun
	Cash
	7125
	 

	
	
	Discount allowed
	375
	 

	
	
	A/C Receivables (Claire)
	 
	7500

	9
	25-Jun
	Cash
	8550
	 

	
	
	A/C Receivables (Hywel)
	 
	8550

	10
	25-Jun
	A/C payables (Georgia)
	12000
	 

	
	
	Cash
	 
	11160

	
	
	Discount received
	 
	840

	11
	27-Jun
	A/C Payables (Andrew)
	4500
	 

	
	
	Cash
	 
	4410

	
	
	Discount received
	 
	90






Ledger accounts: 
	Cash

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	4
	Sales
	6,000
	10
	A/C payables (Georgia)
	11,160

	8
	A/C Receivables (Claire)
	7125
	11
	A/C Payables (Andrew)
	4,410

	9
	A/C Receivables (Hywel)
	8550
	 
	 
	 

	 
	 
	 
	 
	Balance c/d
	6,105

	 
	 
	21,675
	 
	 
	21,675

	 
	Balance b/d
	6,105
	 
	 
	 



	Sales

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	 
	 
	1
	A/C Receivables (Claire)
	8500

	 
	 
	 
	3
	A/C Receivables (Hywel)
	8550

	 
	 
	 
	4
	Cash
	6000

	 
	Balance c/d
	28050
	7
	A/C Receivables (Mandy)
	5000

	 
	 
	28050
	 
	 
	28050

	 
	 
	 
	 
	Balance b/d
	28050



	Purchase

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	2
	A/C payables (Georgia)
	12000
	 
	 
	 

	5
	A/C Payables (Andrew)
	4500
	 
	Balance c/d
	16500

	 
	 
	16500
	 
	 
	16500

	 
	Balance b/d
	16500
	 
	 
	 



	Sales return

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	6
	A/C Receivables (Claire)
	1000
	 
	Balance c/d
	1000

	 
	 
	1000
	 
	 
	1000

	 
	Balance b/d
	1000
	 
	 
	 



	A/C receivables

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	1
	Sales
	8500
	6
	Sales return
	1000

	3
	Sales
	8550
	8
	Cash
	7125

	7
	Sales
	5000
	8
	Discount allowed
	375

	 
	 
	 
	9
	Cash
	8550

	 
	 
	 
	 
	Balance c/d
	5000

	 
	 
	22050
	 
	 
	22050

	 
	Balance b/d
	5000
	 
	 
	 



	A/C payables

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	10
	Cash
	11160
	2
	Purchase
	12000

	10
	Discount received
	840
	5
	Purchase
	4500

	11
	Cash
	4410
	 
	 
	 

	11
	Discount received
	90
	 
	 
	 

	 
	 
	16500
	 
	 
	16500



	Discount allowed

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	8
	A/C Receivables (Claire)
	375
	 
	Balance c/d
	375

	 
	 
	375
	 
	 
	375

	 
	Balance b/d
	375
	 
	 
	 



	Discount received

	Sl. No.
	Particulars
	Dr. £
	Sl. No.
	Particulars
	Cr. £

	 
	 
	 
	10
	A/C payables (Georgia)
	840

	 
	Balance c/d
	930
	11
	A/C Payables (Andrew)
	90

	 
	 
	930
	 
	 
	930

	 
	 
	 
	 
	Balance b/d
	930



[bookmark: _Toc27907903]Preparing trial balance at 27 June closing relevant ledger accounts
	Trial Balance

	27 June, 2019

	Sl. No.
	Particulars
	Debit
	Credit

	1
	Cash
	6,105
	 

	2
	Sales
	 
	28050

	3
	Purchase
	16500
	 

	4
	Sales Return
	1000
	 

	5
	A/C receivables
	5000
	 

	6
	Discount allowed
	375
	 

	7
	Discount received
	 
	930

	 
	Total
	28980
	28980


[bookmark: _Toc27907904]Task-5
[bookmark: _Toc27907905]Differences between capital expenditures and revenue expenditures
Based on the nature of the expenditure, they can be classified as revenue expenditure and capital expenditure (Simini and Hingley, 2013). There are some expenditure which is partly revenue and partly capital expenditure. They should be appropriately apportioned because mistake in proper classification between the two may make the financial results to be incorrectly stated though the financial accounts will be in balance. Differences between the two expenditures along with way of classifying them are discussed below with reference to International Accounting Standards.  
Capital expenditure: this expenditure occurs when the business entity spends money for acquiring fixed assets or adding value to existing fixed or non-current assets (Gibson, 2013). Non-current assets can be either tangible or intangible. The rules for accounting treatment for this expenditure are presented in IAS 16: Property, Plant and equipment (Horngren, 2014). In this standard the following transactions should be included in capital expenditure:
· Acquisition of fixed assets
· Transportation and Installation cost of the assets
· Legal costs (in case of buying land or building)
· Preliminary expenses for starting a business 
· Inspection and testing costs cost of site preparation, demolition cost and architect’s fee. 
· Cost of long term sources of financing 
· Business expansion cost and cost for launching of new product line 
Capital expenditure includes not only the cost of acquiring long term assets but also the cost incurred to make the assets operational (Wild, 2016).
Revenue expenditure: this expenditure is incurred to finance the day to day operation of the business. The revenue expenditure includes purchase of materials, merchandize goods, paying rent, wages and other operational and financing expenses (Rowland, 2012). The accounting treatment for revenue expenditure is presented in IAS 18: Revenue. The following transactions should be recorded as revenue expenditures:

· Purchase of materials and merchandize goods
· Office expenses
· Depreciation of non-current assets
· Repair and maintenance cost of non-current assets
· Loss of investment and cost of disposal of fixed assets
Differences between revenue and capital expenditures are summarized in the following table:
	Basis of comparison
	Capital expenditures
	Revenue expenditures

	Nature
	Spent to buy fixed assets and improve functionality of existing fixed assets (Britton and Waterston, 2013)
	Spent to run day to day business operation

	Purpose
	Ensure long term growth of the business 
	Ensure smooth operation of the business 

	Time
	Benefits from this expenditure is expected to come for more than 1 year
	The benefits from such expenditures remain for 1 year

	Accounting treatment 
	Recorded in the profit and loss statement
	Recorded in the statement of financial position

	Standard
	IAS 16: Property, plant and equipment 
	IAS 18: Revenue



[bookmark: _Toc27907906]Conclusion
Financial transactions of an entity are recorded following the double entry book keeping systems. There are two opposite accounts for every transaction: debit and credit. Debit represents the inflow of cash or benefits and credit represents outflow of cash or benefits. All of the transaction make changes in the accounting equation, Assets = Liabilities + Owner’s equity. Ledger accounts are prepared to find out the balances of all financial accounts at the end of a certain period. Trial balance is the summary of all ledger balances and it helps to find the errors in recording process. Financial statements are the final accounts for all financial transactions. 
[bookmark: _Toc27907907]References
Britton, A. and Waterston, C. (2013). Financial accounting. Harlow: Financial Times Prentice Hall.
Finney, H., Miller, H., John, G. and Gentry, J. (2013). Principles of accounting, intermediate. 
Gibson, C. (2013). Financial reporting & analysis. Mason, Ohio: South-Western.
Horngren, C. (2014). Accounting. Toronto: Pearson Canada.
Rowland, S. (2012). Accounting. Gee.
Simini, J. and Hingley, W. (2013). Accounting. Butterworth-Heinemann.
Wild, J. (2016). Financial accounting.

