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Partnerships: 
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Control Accounts: 

ll 
 
 

Limited Company: 
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Trial Balance: 
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Manufacturing: 
    
                       Manufacturing Account    
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Irrecoverable Debts : 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Bank Reconciliation Statements and Updated Cash books 

Bank Reconciliation Statement: 
Method 1- Start with Bank Statement Balance 

 

 

 

Method 2- Start with Updated Cash book Balance
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Sole Trader Income Statements and Balance Sheets:
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Service Business:
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Clubs and Societies / Non Trading Business:
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ERRORS AND SUSPENSE:​

Important rules to keep in mind:​

 

!Only Put Suspense if the question says : 

‘‘XYZ Has decided to create a Suspense Account” 

Otherwise follow the rules above ↑ 
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Depreciation and Disposal Accounts:​
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Inventory Valuation:
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Capital and Revenue Expenditure:​
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Effects of Incorrect Treatment of Expenditure: 

 

What happens when you incorrectly treat Capital Expenditure as Revenue 

Expenditure?​
 

Incorrectly treating capital expenditure as revenue expenditure will affect the 

financial statements 

↣​It will incorrectly appear as an expense on the income statement. 

 

↣​The expenses will therefore be overstated. 

 

↣​This means the profit for the year will be understated. 

 

↣​It will not appear as a non-current asset on the statement of  

financial position. 

 

↣​The non-current assets will therefore be understated. 

 

↣​The capital will be understated because of the understated profit. 

 

What are the effects of treating revenue expenditure as capital expenditure? 
 
Incorrectly treating revenue expenditure as capital expenditure will affect the 

financial statements 

↣​It will not appear on the income statement. 

 

↣​The expenses will therefore be understated. 

 

↣​This means the profit for the year will be overstated. 

 

↣​It will incorrectly appear on the statement of financial position. 

 

↣​The non-current assets will therefore be overstated. 

 

↣​The capital will be overstated because of the overstated profit. 

 

How do I treat low-valued non-current assets? 
Some non-current assets have a small cost to the business 

↣​Calculators 

↣​Staplers 

↣​Waste bins 

 

The accounting principle of materiality means that a business should treat these items 
as expenses 
↣​Rather than non-current assets 

↣​These will appear on the income statement. 

↣​These will not appear as non-current assets on the statement of financial 

position. 
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Accounting Principles:​

 

The accounting concepts are the rules that are applied in recording transactions and 
preparing the Trading and Profit and Loss account and the Balance sheet. 
1. Business Entity Concept: 
This rule states that only the transactions of the business should be recorded and 
NOT the owner’s private transactions. 
Example: the owner buys himself groceries will Not be recorded 
 
2. Money Measurement Concept 
Only transactions that can be expressed in monetary terms are to be recorded. 
Example: the motivational level and skills of the employees will NOT be recorded 
 
3. Historic Cost Concept 
All transactions are recorded at their cost to the business. 
Example: a machine bought for a bargain at 50% less than what it is worth, will 
still be recorded at the cost paid and not at the higher value it may be worth. 
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4. Realisation Concept 
Profits are realized (actually earned) when cash or a debtor replaces the goods or 
services. A transaction is NOT realized when an order is received or when a 
debtor pays his debt. 
Example: A sale is considered to be realized when a customer takes ownership of 
the good or service regardless of whether money is received straight away. 
 
5. Dual Aspect Concept (duality) 
Every transaction will affect two items in the business – this is represented by 
both a debit AND a credit entry in the ledger. Example: A transaction is 
considered to have a giving and taking effect so the purchase of stock for cash 
will reduce the cash amount in the balance sheet and increase the stock of goods. 
 
6. Consistency Concept 
Transactions of a similar nature should always be recorded in the same (or 
consistent) way. This is to ensure that the Profit and Loss Accounts and Balance 
Sheets can be meaningfully compared each year. 
Example: keeping the percentage rate of depreciation the same every year 
 
7. Materiality Concept 
This concept implies that you should not waste time recording transactions that 
are trivial (involving very small amounts of money). 
Example: Depreciation on a cheap waste paper bin 
Paper clips left over at the end of the year to be used the following year 
BE CAREFUL: what is trivial to a large business could be material to a small 
business. 
 
8. Accruals (Matching) Concept 
The Trading and Profit and Loss Account should only include the income earned 
and expenses incurred for the current financial year. 
Example: rent still owing at the end of the year should be included in this year’s 
expenses. 
 
9. Prudence Concept 
This concept states that profits must not be overstated and the value of Assets 
must not be shown to be too high. The accountants’ duty is to ensure that the 
readers of the final accounts get a true and proper picture of the financial state of 
the business. 
Example: writing off a bad debt even though there is a small chance that the 
debtor may still pay. 
 
10.Going Concern Concept 
It is assumed that a business will continue to exist for a long period of time. 
Example: on the last day of the financial year, the government passes a law which 
prevents us from selling our product. We should still continue to draw up the final accounts. 
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Ratio Analysis: 

​
​
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Example: 
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Profitability:​

 
Example: 

 
​
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Liquidity Ratios:​
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Single Entry and Incomplete Records:​
​
The following formulae might be used to find missing figures:​
 
Capital = Assets - Liabilities 

Opening Capital = Opening Assets - Opening Liabilities 

 

Closing Capital = Closing Assets - Closing Liabilities​
 

Alternative Formula For Closing Capital:  

-> Opening Capital + Net Profit + New Capital Introduced -Drawings =CL Capital 
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Calculation of Sales:                                             $​
Received From Customer(Trade Rec)                     xxx 

Add: Return Inwards                                                        xxx 

            Bad Debt                                                                     xxx 

            Discount Allowed                                                      xxx 

            Closing Trade Receivable                                              xxx 

Less:  Opening Trade Receivable                                       ( xxx) 

                                                                                                            —---------- 
Credit Sale                                                                                  xxx 

Add: Cash Sale                                                                       xxx 

            Sales not banked (drawing/expense)                           xxx 

                                                                                                            —---------- 
Total Sale                                                                           xxx 

 

 

 

 

 

Calculation Purchases:                                        $​
Paid to Supplier(Trade Pay)                                      xxx 

Add: Return Outwards                                                     xxx 

            Discount Received                                                        xxx 

            Closing Trade Payable                                                    xxx 

Less:  Opening Trade Payable                                            ( xxx) 

                                                                                                            —---------- 
Credit Purchases                                                                       xxx 

Add: Cash Purchases                                                            xxx 

                                                                                                            —---------- 
Total Purchases                                                                     xxx 

 

 

 

 

Note:  Profit/Loss on disposal = Sold value - Net book value​
             

 Depreciation = Opening NBV + New Pur - Disposal (NBV) -CL NBV 

 

 

Expense/Income -->  Closing        |       Opening 

                                           Owing (+)               Prepaid (+) 

                                            Prepaid (+)                  Owing (-) 

 

 

Note For Balance Sheet!!!​
                        Balance Sheet contains all closing assets & liabilities, except 

                         Capital. To find opening capital, we use opening asset & op liability. 

 
 
​
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Books of Prime Entry: 
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Business Documents:​
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Copyright Notice 

© [2025] [Shehran Alam]. All rights reserved. 

This book was made for learning and sharing knowledge. Please respect 
the effort put into creating it: 

●​Don’t copy or upload it to other websites.​
 

●​Don’t claim it as your own work.​
 

●​Don’t sell it for money.​
 

Some pictures or text in this book may come from free educational 
resources. If you are the owner of any of that content and don’t want it 
included, just email me at shehran3070@gmail.com 
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