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[bookmark: _Toc5632278]Introduction
[bookmark: _Toc5632279]Accounting principles are important because they are associated with the transaction recording that takes place in an organization. It helps analyze the transaction, which is mainly prepared after a certain period of time. The preparation of financial statements is directly related to the accounting principles that include the statement of income, the cash flow statement and the statement of financial position. In this study, the financial statement and accounts were drawn up, along with the difference between revenue and capital expenditure
Task 1
[bookmark: _Toc5632280]a. Ledger accounts of transactions
	Cash Account

	Description
	Amt [£]
	Description
	Amt [£]

	Capital 
	 £    300.00 
	Sales 
	 £    350.00 

	 Purchase 
	 £    200.00 
	Motor van 
	 £    150.00 

	Balance 
	 £    310.00 
	Rent 
	 £      50.00 

	 
	 
	Drawings 
	 £      60.00 

	 
	 
	 Loan 
	 £    200.00 

	 
	 £    810.00 
	 
	 £    810.00 


Table 1: Cash account

	Loan Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £     200.00
	 Tatiana 
	 £    250.00

	 Balance 
	 £       50.00
	 
	 

	 
	 £     250.00
	 
	 £    250.00


Table 2: Capital account

	Purchase Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Balance 
	 £    200.00 
	 Cash 
	 £    200.00 

	 
	 £    200.00 
	 
	 £    200.00 


Table 3: Purchase account

	Tatiana Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Loan 
	 £	250.00
	Balance 
	 £	250.00

	 
	 £	250.00
	 
	 £	250.00


Table 4: Tatiana account

	Loan Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £ 	200.00
	 Tatiana 
	 £	250.00

	 Balance 
	 £   	50.00
	 
	 

	 
	 £ 	250.00
	 
	 £	250.00


Table 5: Loan account

	Motor van Account

	Description
	Amt [£]
	Description
	Amt [£]

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

	 
	 £ 	150.00
	 
	 £	150.00


Table 6: Motor van account

	Sales Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £     350.00 
	Balance 
	 £    350.00 

	 
	 £     350.00 
	 
	 £    350.00 



Table 7: Sales account
(Source: Created by author)
	Rent Account

	Description
	Amt [£]
	Description
	Amt [£]

	Cash 
	 £   	50.00
	 Balance 
	 £  	50.00

	 
	 £   	50.00
	 
	 £  	50.00


Table 8: Rent account

	Drawings Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £  	60.00
	 Balance 
	 £ 	60.00

	 
	 £  	60.00
	 
	 £ 	60.00


Table 9: Drawings account

[bookmark: _Toc5632281]b. Account balances as at 30th April
	Trial Balance as at 30 April

	Description
	Amt [£]
	Amt [£]

	Cash 
	 
	 £            	10.00

	Capital 
	 
	 £          	300.00

	Purchase 
	 £	200.00
	 

	Tatiana 
	 £	250.00
	 

	Loan 
	 
	 £            	50.00

	Motor Van 
	 £	150.00
	 

	Sales 
	 
	 £          	350.00

	Rent 
	 £  	50.00
	 

	Drawings 
	 £  	60.00
	 

	Total
	 £	710.00
	 £          	710.00


Table 10: Trial balance

[bookmark: _Toc5632282]c. Profit and loss statement and balance sheet as at 30th April
	Profit and loss statement for the month ending 30 April

	Description
	Amt [£]
	Amt [£]

	Sales
	 
	 £       	350.00

	Cost of goods sold
	 
	 £              	-  

	Gross profit
	 
	 £       	350.00

	Operating expenses
	 
	 

	Selling expenses
	 £ 	200.00
	 

	Advertisement expenses
	 £         	-  
	 

	Commissions expenses
	 £         	-  
	 

	Administrative expenses
	 
	 

	Office supplies expenses
	 £         	-  
	 

	Office equipment expenses
	 £         	-  
	 

	Total operating expenses
	 
	 £       	200.00

	Operating income
	 
	 £       	150.00

	Non-operating revenues
	 
	 £              	-  

	Interest revenues
	 
	 £              	-  

	Gain or sale of investment
	 
	 £              	-  

	Interest expenses
	 
	 £	              -  

	Other losses
	 
	 £              	-  

	Total non operating revenue
	 
	 £              	-  

	Tax
	 
	 £              	-  

	Net income
	 
	 £       	150.00


Table 11: Profit and loss statement

	Balance sheet as at 30 April

	Description
	Note No.
	Amt [£]

	EQUITY AND LIABILITIES
	 
	 

	Shareholders' fund
	 
	 

	Share capital
	 
	 £          	300.00

	Reserve and surplus
	 
	 £            	60.00

	Noncurrent liabilities
	 
	 

	Deferred tax liabilities
	 
	 £  	                -  

	Other long term liabilities
	 
	 £                  	-  

	Current liabilities
	 
	 

	Short term borrowings
	 
	 £          	250.00

	Trade payable
	 
	 £          	200.00

	Other current liabilities
	 
	 £                  	-  

	Short term provisions
	 
	 £                  	-  

	TOTAL
	 
	 £          	810.00

	 
	 
	 

	ASSETS
	 
	 

	Noncurrent assets
	 
	 

	Fixed assets
	 
	 

	Tangible assets
	 
	 £          	150.00

	Capital work in progress
	 
	 £                  	-  

	Noncurrent investments
	 
	 

	Other noncurrent assets
	 
	 £          	200.00

	Deposits
	 
	 £                  	-  

	Unamortised expenses
	 
	 £                  	-  

	Current assets
	 
	 

	Inventories
	 
	 £          	100.00

	Trade receivables
	 
	 £        	  350.00

	Cash and cash equivalent
	 
	 £            	10.00

	Short term loans and advances
	 
	 £                  	-  

	Other current assets
	 
	 £                  	-  

	TOTAL
	 
	 £          	810.00


Table 12: Balance sheet

[bookmark: _Toc5632283]Task 2
[bookmark: _Toc5632284]a. Preparation of ledger account
	Cash Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	Jan-01
	 Capital 
	 £ 5,000.00 
	13-Jan
	 Sales 
	 £    300.00 

	13-Jan
	 Purchase 
	 £ 1,300.00 
	Jan-02
	Sales 
	 £    500.00 

	20-Jan
	 Motor van 
	 £    600.00 
	30-Jan
	 Drawings 
	 £    175.00 

	10-Jan
	 Motor van 
	 £    200.00 
	27-Jan
	 Loan 
	 £    350.00 

	 
	 
	 
	24-Jan
	 Storage 
	 £    150.00 

	 
	 
	 
	Jan-31
	 Balance 
	 £ 5,625.00 

	 
	 
	 £ 7,100.00 
	 
	 
	 £ 7,100.00 


Table 13: Cash Account

	Capital Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	Jan-31
	 Balance 
	 £ 5,000.00
	Jan-01
	Cash
	 £ 5,000.00

	 
	 
	 £ 5,000.00
	 
	 
	 £ 5,000.00


Table 14: Capital Account

	Purchase Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	Jan-03
	 Cash 
	 £ 1,300.00
	31-Jan
	 Balance 
	 £ 1,300.00

	 
	 
	 £ 1,300.00
	 
	 
	 £ 1,300.00


Table 15: Purchase Account

	Sergei Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	Jan-31
	Balance 
	 £ 1,000.00
	4-Jan
	 Loan 
	 £ 1,000.00

	 
	 
	 £ 1,000.00
	 
	 
	 £ 1,000.00


Table 16: Sergei Account

	Loan Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	4-Jan
	 Sergei 
	 £ 1,000.00
	31-Jan
	 Balance 
	 £ 1,350.00

	27-Jan
	 Cash 
	 £	350.00
	 
	 
	 

	 
	 
	 £ 1,350.00
	 
	 
	 £ 1,350.00


Table 17: Loan Account

	Motor van Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	2-Jan
	Cash 
	 £	600.00
	 
	 
	 

	Jan-10
	 Cash 
	 £	200.00
	31-Jan
	Balance 
	 £	800.00

	 
	 
	 £	800.00
	 
	 
	 £	800.00


Table 18: Motor van Account

	Sales Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	 
	 
	 
	20-Jan
	 Cash 
	 £	500.00

	Jan-31
	 Balance 
	 £	800.00
	13-Jan
	 Cash 
	 £	300.00

	 
	 
	 £	800.00
	 
	 
	 £	800.00


Table 19: Sales Account

	Storage expenses Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	24-Jan
	 Cash 
	 £	150.00
	31-Jan
	 Balance 
	 £	150.00

	 
	 
	 £	150.00
	 
	 
	 £	150.00


Table 20: Storage expenses Account

	Drawings Account

	Date
	Description
	Amt [£]
	Date
	Description
	Amt [£]

	30-Jan
	Cash 
	 £	175.00
	Jan-31
	 Balance 
	 £	175.00

	 
	 
	 £	175.00
	 
	 
	 £	175.00


Table 21: Drawings Account

[bookmark: _Toc5632285]b. Preparation of trial balance
	Trial Balance as at 30 April

	Description
	Amt [£]
	Amt [£]

	Cash 
	 £ 3,025.00
	 

	Capital
	 
	 £ 5,000.00

	Purchase 
	 £ 1,300.00
	 

	Sergei 
	 
	 £ 1,000.00

	Loan 
	 £ 1,350.00
	 

	Motor Van 
	 £	800.00
	 

	Sales 
	 
	 £	800.00

	Storage expenses 
	 £	150.00
	 

	Drawings 
	 £	175.00
	 

	Total
	 £ 6,800.00
	 £ 6,800.00


Table 22: Trial Balance as at 30 
[bookmark: _Toc5632286]c. Profit and loss statement and balance sheet as at 31st January
	Profit and loss statement for the month ending 30 April

	Description
	Amt [£]
	 
	Amt [£]

	Sales
	 
	 
	 £          	800.00

	Cost of goods sold
	 
	 
	 £                  	-  

	Gross profit
	 
	 
	 £    	      800.00

	Operating expenses
	 
	 
	 

	Selling expenses
	 £ 1,300.00
	 
	 

	Advertisement expenses
	 £        	-  
	 
	 

	Commissions expenses
	 £        	-  
	 
	 

	Administrative expenses
	 
	 
	 

	Office supplies expenses
	 £	150.00
	 
	 

	Office equipment expenses
	 £	200.00
	 
	 

	Total operating expenses
	 
	 
	 £       	1,650.00

	Operating income
	 
	 
	-£              850.00

	Non-operating revenues
	 
	 
	 £                  	-  

	Interest revenues
	 
	 
	 £                  	-  

	Gain or sale of investment
	 
	 
	 £                  	-  

	Interest expenses
	 
	 
	 £                  	-  

	Other losses
	 
	 
	 £                  	-  

	Total non operating revenue
	 
	 
	 £                  	-  

	Tax
	 
	 
	 £                  	-  

	Net income
	 
	 
	-£              850.00


Table 23: Profit and loss statement as at 30 April

	Balance sheet as at 30 April

	Description
	Note No.
	Amt [£]

	EQUITY AND LIABILITIES
	 
	 

	Shareholders' fund
	 
	 

	Share capital
	 
	 £ 5,000.00

	Reserve and surplus
	 
	 £	175.00

	Noncurrent liabilities
	 
	 

	Deferred tax liabilities
	 
	 £       	-  

	Other long term liabilities
	 
	 £       	-  

	Current liabilities
	 
	 

	Short term borrowings
	 
	 £ 1,350.00

	Trade payable
	 
	 £ 1,300.00

	Other current liabilities
	 
	 £       	-  

	Short term provisions
	 
	 £       	-  

	TOTAL
	 
	 £ 7,825.00

	 
	 
	 

	ASSETS
	 
	 

	Noncurrent assets
	 
	 

	Fixed assets
	 
	 

	Tangible assets
	 
	 £	600.00

	Capital work in progress
	 
	 £       	-  

	Noncurrent investments
	 
	 

	Other noncurrent assets
	 
	 £	350.00

	Deposits
	 
	 £       	-  

	Unamortised expenses
	 
	 £       	-  

	Current assets
	 
	 

	Inventories
	 
	 £ 2,150.00

	Trade receivables
	 
	 £ 1,000.00

	Cash and cash equivalent
	 
	 £ 3,025.00

	Short term loans and advances
	 
	 £       	-  

	Other current assets
	 
	 £	700.00

	TOTAL
	 
	 £ 7,825.00


Table 24: Balance sheet as at 30 April

[bookmark: _Toc5632287]Task 3
[bookmark: _Toc5632288]a. Preparation of ledger accounts
	Cash Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Smith 
	 £  	18.00
	 Wages 
	 £  	12.00

	 Sales 
	 £  	64.00
	 Max 
	 £  	21.00

	 Sales 
	 £	110.00
	 Wages 
	 £  	14.00

	 Harvey 
	 £  	25.00
	 Purchase 
	 £  	75.00

	 Sales 
	 £  	84.00
	 Rich 
	 £  	12.00

	 Sales 
	 £  	30.00
	 Office desk
	 £  	32.00

	 
	 
	Wages 
	 £  	17.00

	 
	 
	 Office expenses 
	 £    	3.00

	 
	 
	 Wages 
	 £  	15.00

	 
	 
	Balance 
	 £	130.00

	 
	 £	331.00
	 
	 £	331.00


Table 25: Cash Account

	Harvey Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Sales 
	 £	124.00
	Cash 
	 £  	25.00

	 
	 
	 Balance 
	 £  	99.00

	 
	 £	124.00
	 
	 £	124.00


Table 26: Harvey Account

	Purchase Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Rich 
	 £	150.00
	 Balance 
	 £	225.00

	Cash 
	 £  	75.00
	 
	 

	 
	 £	225.00
	 
	 £	225.00


Table 27: Purchase Account
	Wages Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £  	12.00
	 Balance 
	 £  	58.00

	 Cash 
	 £  	14.00
	 
	 

	 Cash 
	 £  	17.00
	 
	 

	 Cash 
	 £  	15.00
	 
	 

	 
	 £  	58.00
	 
	 £  	58.00


Table 28: Wages Account

	Rich Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £  	12.00
	Purchase 
	 £	150.00

	 Balance 
	 £	138.00
	 
	 

	 
	 £    150.00
	 
	 £	150.00


Table 29: Rich Account

	Smith Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Balance 
	 £  	18.00
	 Cash
	 £  	18.00

	 
	 £  	18.00
	 
	 £  	18.00


Table 30: Smith Account

	Office expenses Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £    	3.00
	By, Balance C/d
	 £    	3.00

	 
	 £    	3.00
	 
	 £    	3.00


Table 31: Office expenses Account
(
	Office desk Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £  	32.00
	Balance 
	 £  	32.00

	 
	 £  	32.00
	 
	 £  	32.00


Table 32: Office desk Account

	Sales Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Balance 
	 £	412.00
	 Harvey 
	 £	124.00

	 
	 
	Cash 
	 £  	64.00

	 
	 
	Cash 
	 £	110.00

	 
	 
	 Cash 
	 £  	84.00

	 
	 
	 Cash 
	 £  	30.00

	 
	 £	412.00
	 
	 £	412.00


Table 33: Sales Account

[bookmark: _Toc5632289]b. Extracting of trial balance as at 31st January
	Trial Balance as at 31 January

	Description
	Amt [£]
	Amt [£]

	Cash 
	 £	130.00
	 

	Harvey 
	 £  	99.00
	 

	Purchase
	 £	225.00
	 

	Wages 
	 £  	58.00
	 

	Rich 
	 
	 £                   	138.00

	Smith 
	 
	 £                     	18.00

	Office expenses 
	 £    	3.00
	 

	Max 
	 £  	21.00
	 

	Office desk 
	 £  	32.00
	 

	Sales 
	 
	 £                   	412.00

	Total
	 £	568.00
	 £                   	568.00


Table 34: Trial balance as at 31 January

[bookmark: _Toc5632290]c. Profit and loss statement and balance sheet as at 31st January
	Profit and loss statement for the month ending 30 April

	Description
	Amt [£]
	 
	Amt [£]

	Sales
	 
	 
	 £	412.00

	Cost of goods sold
	 
	 
	 £       	-  

	Gross profit
	 
	 
	 £	412.00

	Operating expenses
	 
	 
	 

	Selling expenses
	 £	225.00
	 
	 

	Advertisement expenses
	 £       	-  
	 
	 

	Commissions expenses
	 £       	-  
	 
	 

	Administrative expenses
	 
	 
	 

	Office supplies expenses
	 £    	3.00
	 
	 

	Office equipment expenses
	 £  	32.00
	 
	 

	Total operating expenses
	 
	 
	 £	260.00

	Operating income
	 
	 
	 £	152.00

	Non-operating revenues
	 
	 
	 £       	-  

	Interest revenues
	 
	 
	 £       	-  

	Gain or sale of investment
	 
	 
	 £       	-  

	Interest expenses
	 
	 
	 £       	-  

	Other losses
	 
	 
	 £       	-  

	Total non operating revenue
	 
	 
	 £       	-  

	Tax
	 
	 
	 £       	-  

	Net income
	 
	 
	 £	152.00


Table 35: Profit and loss statement as at 31 January

	Balance sheet as at 30 April

	Description
	Note No.
	Amt [£]

	EQUITY AND LIABILITIES
	 
	 

	Shareholders' fund
	 
	 

	Share capital
	 
	 £                          	-  

	Reserve and surplus
	 
	 £                          	-  

	Noncurrent liabilities
	 
	 

	Deferred tax liabilities
	 
	 £                          	-  

	Other long term liabilities
	 
	 £                          	-  

	Current liabilities
	 
	 

	Short term borrowings
	 
	 £                   	274.00

	Trade payable
	 
	 £                     	33.00

	Other current liabilities
	 
	 £                   	464.00

	Short term provisions
	 
	 £                   	319.00

	TOTAL
	 
	 £                	1,090.00

	 
	 
	 

	ASSETS
	 
	 

	Noncurrent assets
	 
	 

	Fixed assets
	 
	 

	Tangible assets
	 
	 £                   	230.00

	Capital work in progress
	 
	 £                          	-  

	Noncurrent investments
	 
	 

	Other noncurrent assets
	 
	 £          	         350.00

	Deposits
	 
	 £                          	-  

	Unamortised expenses
	 
	 £                          	-  

	Current assets
	 
	 

	Inventories
	 
	 £                     	84.00

	Trade receivables
	 
	 £                     	83.00

	Cash and cash equivalent
	 
	 £                   	343.00

	Short term loans and advances
	 
	 £                          	-  

	Other current assets
	 
	 

	TOTAL
	 
	 £                	1,090.00


 
Table 36: Balance sheet as at 31 January

[bookmark: _Toc5632291]Task 4
[bookmark: _Toc5632292]Preparation of ledger account
	Claire Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Sales 
	 £   8,500.00
	 Cash 
	 £   8,075.00

	 Sales 
	 £   1,000.00
	 Balance 
	 £   1,425.00

	 
	 £   9,500.00
	 
	 £   9,500.00


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

	Cash  Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Hewel 
	 £   8,550.00
	 Georgina 
	 £ 11,160.00

	Andrew 
	 £   4,410.00
	Balance 
	 £   9,875.00

	 Claire 
	 £   8,075.00
	 
	 

	 
	 £ 21,035.00
	 
	 £ 21,035.00


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

	Sales Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Balance 
	 £ 24,500.00
	 Claire 
	 £   8,500.00

	 
	 
	Hywel 
	 £   9,000.00

	 
	 
	Jane 
	 £   6,000.00

	 
	 
	 Claire 
	 £   1,000.00

	 
	 £ 24,500.00
	 
	 £ 24,500.00


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

	Purchase Account

	Description
	Amt [£]
	Description
	Amt [£]

	Georgina 
	 £ 12,000.00
	 Balance 
	 £ 21,470.00

	 Cash 
	 £  	120.00
	 
	 

	 Andrew 
	 £   4,500.00
	 
	 

	 Mandy 
	 £   4,850.00
	 
	 

	 
	 £ 21,470.00
	 
	 £ 21,470.00


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

	Georgina Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £ 11,160.00
	 Purchase 
	 £ 12,000.00

	 Balance 
	 £  	840.00
	 
	 

	 
	 £ 12,000.00
	 
	 £ 12,000.00


Table 41: Georgina Account in the books of S. Young
	Hywel Account

	Description
	Amt [£]
	Description
	Amt [£]

	Sales 
	 £   9,000.00
	 Balance 
	 £   9,000.00

	 
	 
	 
	 

	 
	 £   9,000.00
	 
	 £   9,000.00


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

	Mandy Account

	Description
	Amt [£]
	Description
	Amt [£]

	To, Balance B/d
	 £   4,850.00
	By, Purchase A/c
	 £   4,850.00

	 
	 
	 
	 

	 
	 £   4,850.00
	 
	 £   4,850.00


Table 43: Mandy Account in the books of S. Young
(Source: Created by Author)
	Jane Account

	Description
	Amt [£]
	Description
	Amt [£]

	Sales 
	 £   6,000.00
	 Balance 
	 £ 6,000.00

	 
	 
	 
	 

	 
	 £   6,000.00
	 
	 £ 6,000.00


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

	Andrew Account

	Description
	Amt [£]
	Description
	Amt [£]

	 Cash 
	 £   4,410.00
	Balance 
	 £ 4,410.00

	 
	 
	 
	 

	 
	 £   4,410.00
	 
	 £ 4,410.00


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

[bookmark: _Toc5632293]Extracting trial balance as at 27th June
	Trial Balance

	27th June, 2018

	Description
	Debit [£]
	Credit [£]

	Claire A/c
	 
	 £    	1,425.00

	Sales A/c
	 £ 24,500.00
	 

	Purchase A/c
	 
	 £  	21,470.00

	Georgina A/c
	 
	 £  	12,000.00

	Cash A/c
	 
	 £    	9,875.00

	Hywel A/c
	 
	 £    	9,000.00

	Mandy A/c
	 £   4,850.00
	 

	Jane A/c
	 
	 £    	6,000.00

	Andrew A/c
	 
	 £    	4,410.00

	Suspense A/c
	 £ 34,830.00
	 

	Total
	 £ 64,180.00
	 £  	64,180.00


Table 46: Trial Balance

[bookmark: _Toc5632294]Task 5
[bookmark: _Toc5632298]
The difference between capital expenditure and income expenditure Investment costs Capital expenditures are borne by an organization when acquiring capital assets that help extend the total life span. According to Aizenman et al. (2016) is long-term in nature, along with these costs are generally displayed in the statement of financial position for capitalization. Capital spending provides benefits for more than a year and supports improving the ability to earn (Toms and Fleischman, 2015). For example, the purchase of buildings, machinery, equipment is a few capital expenditures. Income costs Income expenditures are incurred in an organization to maintain daily activities, along with the maintenance of working capital. According to Bushman (2016), it is short-term in nature, along with these expenses are generally shown in the statement of income and does not require any capitalization. It is recurrent in nature and provides benefits for only one year, together with the maintenance of the winning capacity (Monte-Mor et al., 2018). For example, the payment of electricity bills, postal services, salaries and wages represent some revenue expenditure.


Conclusion

[bookmark: _GoBack]Fundamental accounting includes the preparation of account registers that help record daily transactions. The financial report was mentioned in this study showing the financial position of an organization, along with the expenses already incurred. They also contributed to maintaining the proper balance of business accounts and the International Accounting Standard in order to preserve records accurately
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