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TASK ONE

(a) Write up, balance and close the relevant ledger accounts for the above transactions. 
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(b) Prepare the list of account balances at 30 April. 
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(c) Prepare the statement of profit or loss for the month ended 30 April and a statement of financial position at that date. 
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(a) Write up the ledger accounts for the above transactions, including dates, descriptions and balances. 
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(b) Prepare the trial balance at 31 January. 
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(c) Prepare the statement of profit or loss for the month ended 31 January and a statement of financial position at that date. 
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(a) Write up and close the relevant ledger accounts.
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(b) Extract a trial balance at 31 January. 
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(c) Prepare a statement of profit or loss for the month ended 31 January and a statement of financial position at that date.  
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Prepare the relevant ledger accounts to record the above transactions, extract a trial balance at 27 June and close the relevant ledger accounts. Your answer should clearly show transactions with individual customers and suppliers.
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Demonstrating your research, differentiate between revenue expenditure and capital expenditure with reference to International Accounting Standards

Capital expenditures are associated with fixed assets which are expected to be used for a long period of time. Revenue expenditure incurs on a specific revenue transaction operating periods such as cost of goods sold, repairs or maintenance expenses. The difference between the capital and revenue expenditure can be identified through different factors. If the expenditure is to be charged over a long period of time then it is likely to be considered as capital expenditure, whereas revenue expenditure is charged for the expenses occurring in the current period or in the short run. Secondly, capital expenditure is said to be consumed over useful life of the related fixed asset but the revenue expenditure is consumed within short period of time. Moreover a quite visible difference is the size of the expenditure. If the expenditure exceeds a set threshold then it is considered to be the capital expenditure or else it is inevitably shifted to revenue expenditure’s category. Although, in some cases, a large expenditure could still be identified as the revenue expenditure.

According to Hall et al., (2009), a startup needs finance which is considered to be the initial expenditure used may be to buy the raw material and equipment. If utilized effectively, it may regain the money back from the sales and the cycle goes on a money is invested back to make profits again. This nature of expenditure is recognized as revenue expenditure as it is utilized for a shorter period of time. Although there are some areas of concern when it comes to differentiation between revenue and capital expenditure. Some temptations might lead to make capital expenditure treatment look like revenue expenditure. Sometimes it is argued by the scholars and discussed in International accounting standards that revenue expenditure is utilized in balance sheet to improve the value of fixed assets, such as depreciation expenditure. For example, to start a coffee shop it needs coffee machine and other fixed assets which will be considered as capital expenditure while the depreciation on the machines will be recognized as the revenue expenditure.
The key element to differentiate between the capital and revenue expenditure is to see whether the expenditure is utilized to improve the asset or whether it increases the value of the asset. For example the repairing cost of a fixed asset will be recognized under revenue expenditure and will treated as an expense in the profit and loss statement according to IAS 7 whereas the expenditure which adds up to the value of the asset or which is expense out over the useful life of the asset will be charged in the statement of financial position for the year such as depreciation. It depends on a number of reasons to classify between the two expenditures. Firms may list down the size, nature of expense, and the time period it is occurring for, when separating the two expenditures in their respective financial statements.
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Jan                            £

Jan                            £

Jan                            £

Jan                            £

1,   Capital                   50002,   Motor Van               600 13,  Bank                         300

4,   Sergie                     10003,   Inventory               1300 20,  Bank                         500

13, Sales                        30010, Expense                   200 31,  C/d                           800

20, Sales                        50024, Storage                    150 800 800

27, Sergie                       350

30, Drawings                 175

31,  C/d                        4025

Jan                            £

Jan                            £

1,  Bank                        5000

6800 6800

31,  C/d                         5000

5000 5000

Jan                            £

Jan                            £

2,  Bank                         600

Jan                            £

Jan                            £

31,  C/d                          600 3,  Bank                         1300 500

600 600 31,  C/d                           800

1300 1300

Jan                            £

Jan                            £

27,  Repaid                    3504,  Bank                       1000

Jan                            £

Jan                            £

10,  Bank                         200

31,  C/d                         650

31,  C/d                           200

1000 1000 200 200

Motor Van-Expense

Bank

Bank Loan - Sergie

Motor Van

Sales

Capital

Inventory
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Jan                            £

Jan                            £

24,  Bank                          150

31,  C/d                            150

150 150

Storage-Expense
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Jan                            £

Jan                            £

30,  Bank                          175

31,  C/d                            175

175 175

Drawings
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Number Transaction Debit                         £

Credit                        £

1Loan Payment 350

2Sales 800

3Purchases 500

4Drawings 175

5Bank loan - Sergie 650

6Motor Van Expense 200

7Storage Expense 150

8Inventory 800

9Motor Van Expense 600

10Bank 4025

11Capital 5000

6625 6625

Trial Balance as at 31st Jan
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£ £

Sales 800

Less Cost of Sales

                      (1300-800) -500

Gross Profit 300

Less Expenses

                      Motor Van 200

                      Storage 150 -350

Net Loss for the month 50

Statement of Profit Loss as at 31st Jan
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£ £

Non Current Assets

                    Motor Van 600

Current Assets

                    Inventory 800

                    Cash 4025 4825

Current Liabilities

                    Loan repayable -650

Net Assets 4775

Financed By

                     Capital 5000

                     Less: Net Loss -50

                     Less: Drawings -175

4775

Statement of Financial Position as at 31st Jan
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Jan                                £ Jan                                £ Jan                                  £Jan                                  £ Jan                                    £Jan                                   £

1,   B/d                                3435,   Wages                             12 1,  B/d                                   458 84 2,   Harvey                             124

7,   Smith                              189,   Max                                  21 31,  C/d                                 374 11, Bank                                  64

11, Sales                               6414, Wages                             21 21, Bank                                110

21, Sales                             11014, Purchases                      75 458 458 28, Bank                                   84

23, Harvey                           2515, Rich                               162 31, Bank                                   30

28, Sales                               8420, Office Desk                    32 31,  C/d                                   412

31, Sales                               3021, Wages                             17 Jan                                  £Jan                                  £ 412 412

23, Office Expense                3 1,  B/d                                   198

28, Wages                            15 31,  C/d                                 

Jan                                    £Jan                                   £

198 198 23,   Bank                                   3

31,  C/d                               323 31,  C/d                                        3

674 674 3 3

Jan                                  £Jan                                  £

1,  B/d                                     3923,  Bank                                25

Jan                                £ Jan                                £ 2,  Sales                                12431,  C/d                                 138 Jan                                    £Jan                                   £

1,  B/d                                    187,  Bank                                  18 20,  Bank                                  32

163 163 31,  C/d                                    32

18 18 32 32

Jan                                  £Jan                                  £

Jan                                £ Jan                                £ 15,  Bank                              1621,  B/d                                      12 Jan                                    £Jan                                   £

1,  B/d                                    26 5,  Rich                                  150 5,     Rich                                 150

31,  C/d                                  26 14,  C/d                                     7531,  C/d                                  225

26 26 162 162

225 225

Jan                                £ Jan                                £ Jan                                  £Jan                                  £

9,  Bank                                 21 5,   Bank                                 12

1,  B/d                                    21 14, Bank                                 14

21 21 21, Bank                                 17 

28, Bank                                 1531,  C/d                                   58

58 58

Wages

Sales

Office Expense

Office Desk

Purchases Moon

Max

Inventory Bank

Smith

Furniture and Fitting

Harvey

Rich
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NumberTransaction Debit                                £

Credit                        £

1Sales 412

2Purchases 225

3Office Desk 32

4Furniture and Fillings 198

5Harvey 138

6Moon 26

7Wages 58

8Office Expense 3

9Bank 323

10Capital 591

1003 1003

Trial Balance as at 31st Jan
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£ £

Sales 412

Less Cost of Sales

             (458+225-374) 309

Gross Profit 103

Less : Expenses

            Wages 58

            Office Expense 3 -61

Net Profit for the Month 42

Statement of Profit Loss as at 31st Jan
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£ £

Non-Current Assets

              Office Desk 32

              Furniture and Fittings 198 230

Current Assets

              Banks 323

              Inventory -84 239

Debtors

              Harvey 138

              Moon 26 164

633

Net Assets

Financed by

               Capital 591

Add Profit 42

633

Statement of Financial Position as at 31st Jan
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Jun                                 £ Jun                                £ Jun                                 £ Jun                                £

2,   Claire                            8500 13, Georgina                         840

14, Hywel                          8550 21, Andrew                              84

20, Bank                            6000 27,   C/d                                 924

24, Mandy                        5000 924 924

27,  C/d                          28050

28050 28050

Jun                                 £ Jun                                £

22,  Claire                           1000

Jun                                 £ Jun                                £

2,   Claire                              425 27, C/d                                  1000

24, Mandy                          150 1000 1000

27, C/d                                  575

575 575 Jun                                 £ Jun                                £

13,  Discount Received     84013, Purchases                 12000

25,  Bank                          11160

Jun                                 £ Jun                                £

20,   Jane                          600024,  Georgina                 11160 12000 12000

24,   Claire                        707527,  Andrew                      4416

25,   Hywel                       8550

27,  C/d                               6049 Jun                                 £ Jun                                £

21625 21625 21,  Discount Received       8421, Purchases                    4500

27,  Bank                            4416

Jun                                 £ Jun                                £ 4500 4500

13,  Georgina                12000

21,  Andrew                     4500

27,  C/d                            16500 Jun                                 £ Jun                                £

16500 16500 14,  Sales                            855025, Bank                              8550 

Jun                                 £ Jun                                £ 8550 8550

2,   Sales                             85002,  D.A                                    425

22,Claire                             1000

24,Bank                              7075 Jun                                 £ Jun                                £

24,  Sales                              24, Discount Received      150

8500 8500

C/d                                         4850

5000 5000

Georgina

Andrew

Hywel

Mandy

Sales

Discount Allowed

Bank

Purchases

Claire

Discount Received

Sales Return
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NumberTransaction Debit                           £

Credit                          £

1Sales 28050

2Purchases 16500

3Sales Return 1000

4Discount Received 924

5Discount Allowed 575

6Bank 6049

7Mandy- Receivables 4850

8Capital 698

29323 29323

Trial Balance as at 27 June
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DEBIT                    APR CREDIT                     APR DEBIT                      APRCREDIT                      APR

5,     Capital                          300      7,   Inventory                    200

8,     Loan                              25015, Motor Van                  150 5,  Bank                               300

20,   Sales                             35028, Rent                               50

29, Titania                         200 31,  C/d                            300

30, Drawings                       60 300 300

31,  c/d                              240

900 900

DEBIT                      APRCREDIT                      APR

7,  Bank                            200   Sold                                  100

DEBIT                    APR CREDIT                     APR

15,  Purchase                       150 31,  C/d                               100

200 200

31,   C/D                            150

150 150

DEBIT                      APRCREDIT                      APR

DEBIT                    APR CREDIT                     APR 20,  Inventory                     350

28,  Bank                                 50 31,  C/d                            350

350 350

31,  C/d                                50

50 50

DEBIT                      APRCREDIT                      APR

DEBIT                    APR CREDIT                     APR 30,  Bank                            60

29,  Bank                               2008,  Loan                              250 31,  C/d                                 60

60 60

31,  C/d                                   50

250 250

Rent

Tatiana - Loan

Sales

Drawings

Motor Van

Bank Capital

Inventory
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Number Transaction £ £

1Sales 350

2Motor Van 150

3Bank Loan 50

4Inventory 100

5

Drawings  60

6

Rent 50

7

Bank 240

8

Capital 300

List of Account Balance
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£ £

Sales 350

Less Cost of Sales -100

(200-100)

Gross Profit 250

Less Rent Expense -50

Profit for the Month 200

Statement of Profit Loss as at 30th April
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£ £

Non-current Asset:

                          Motor Van 150

Current Assets:

                          Inventory 100

                          Bank 240

490

Less Current Liabilities

                          Loan -50

Net Assets 440

Financed by

                         Capital 300

Add: Profit for the Month 200

Less: Drawings 60

440

Statement of Financial Position as at 30th April


