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Accounting for non-current assets

Candidates will look at the classification of business expenditure with particular reference to the treatment of 
assets used in the longer term in a business. Candidates will also consider the purpose and methods of recording 
the cost of using those assets over time and the subsequent change in value.

Capital and revenue income and expenditure

Candidates should have an understanding of:  
• the difference between the treatment of capital and revenue income and capital and revenue expenditure
• the effect on profit/loss and asset value of the incorrect treatment of capital and revenue expenditure
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 Additional information 

F Limited also operates a manufacturing business. In the last financial year they extended the 
factory premises. Expenditure included the following: 

  $ 
Building contractor charges to construct extension 28 000
Structural repairs to existing roof 4 600
Wages to own employees to construct new loading bay 4 000
Materials for new loading bay 2 400
Legal fees for planning permission 2 200

 REQUIRED 

(e) Define the term ‘revenue expenditure’.

[2]

(f) Prepare a statement to show the total amount of capital expenditure to appear in the financial
statements of the business in respect of the extension of the factory premises.

[4]

[Total: 30] 
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