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	Statement of Profit and Loss

	
	

	Revenue
	412

	Cost of Goods Sold
	309

	Gross Profit
	103

	
	

	Operating Expenses
	61

	
	

	Net Profit
	42
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5. While both revenue expenditures and capital expenditures are ultimately a use of assets and a reinvestment of capital into a business, they are accounted for using different methods. This is because revenue expenditures are an investment directly related to the operations of a company and are short-term requirements to facilitate revenue generation. These types of expenses include the costs of goods sold, salaries and wages, office expenses, rent or lease expenses, and anything else short-term that is required to maintain the day to day operations. Fittingly, as these expenses are related to how a company operates, they ultimately flow into the “Operating Cashflows” in the Cash Flow Statement. In contrast, capital expenditures are long-term investments into a company. These are typically purchases of assets that are meant to be long-term in nature. These assets are used for the operations of the company, but over multiple time periods (usually several years). As such, the cost of these assets are accounted for in any given period using an accounting method called “depreciation” (or “amortisation” for intangible assets.) There are many ways to depreciate an asset given its expected use and lifetime, which is set out in IFRS rules IAS 16 and IAS 38. These rules are meant to estimate the usage of a long-term asset during an operating period. Revenue expenditures are realised in the profit and loss statement, which shows the profits or losses in a given accounting period. Capital expenditures however are reflected as items in the balance sheet of a company. As an example, for a restaurant the purchase of eggs would be considered revenue expenditures as they are short-term assets (inventory) and will be used short-term as a direct input to the end revenue (omelettes). A capital expenditure of the restaurant would be the stove used to cook the eggs. While it is used to produce the end product, it will be used many times over the years to cook many eggs. This purchase would be depreciated over time because the asset will eventually become obsolete and its usage affects the lifetime of the asset. As such, the cost of the stove will be included in the Profit and Loss statement partially over its life. It will also show up on the Balance Sheet at its full value and slowly depreciate toward zero as time goes on. Ultimately, while both are expenditures of the company, revenue expenditures are short-term in nature and capital expenditures are long-term in nature.
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LEDGER ACCOUNT MAXIM

THIS ACCOUNT IS CURRENTLY BALANCED

RUNNING BALANCE 0.00

No. DATE ACCOUNT DEBIT ( + ) CREDIT ( - ) BALANCE Negative balance 

1 01/01/2019 Cash 5,000.00

Owner's Equity 5,000.00 0.00

2 02/01/2019 Long-Term Assets 600.00



Cash 600.00 0.00

3 03/01/2019 Inventory 1,300.00



Cash 1,300.00 0.00

4 04/01/2019 Cash 1,000.00



Short-Term Debt 1,000.00 0.00

5 10/01/2019 Operating Expense 200.00



Cash 200.00 0.00

6 13/01/2019 Cash 300.00



Revenue 300.00 0.00

7 20/01/2019 Cash 500.00



Revenue 500.00 0.00

8 24/01/2019 Operating Expense 150.00



Cash 150.00 0.00

9 27/01/2019 Short-Term Debt 350.00



Cash 350.00 0.00

10 30/01/2019 Owner's Equity 175.00



Cash 175.00 0.00

11
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14
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Revenue

Date Description Amount Date Description Amount

13-JanSold Goods 300             

20-JanSold Goods 500             

31-Jan-19Closing 800             

Expenses

Date Description Amount Date Description Amount

10-JanMotor Van Expense 200             

24-Jan-19Storage Expense 150             

31-Jan-19Cost of Goods Sold 500             

31-Jan-19Closing 850             

Assets

Current Assets

Date Description Amount Date Description Amount

01-Jan-19Initial Investment 5,000           02-JanMotor Van 600             

04-JanSergei Loan 1,000           03-JanInventory 1,300          

13-JanSold Goods 300              10-JanMotor Van Expense 200             

20-JanSold Goods 500              24-JanStorage Expense 150             

27-JanSergei Partial Repayment 350             

30-JanOwner Withdrawal 175             

31-JanBalance 4,025          

6,800          6,800         

01-MayBalance 4,025           01-MayBalance -             

Date Description Amount Date Description Amount

03-JanInventory 1,300           31-JanInventory Adjustment 500             

31-JanBalance 800             

1,300          1,300         

01-MayBalance 800              01-MayBalance -             

Long-Term Assets

Date Description Amount Date Description Amount

02-JanMotor Van 600             

31-JanBalance 600             

600             600            

01-MayBalance 600              01-MayBalance -             

Liabilities

Current Liabilities

Date Description Amount Date Description Amount

27-JanSergei Partial Repayment 350              04-JanSergei Loan 1,000          

30-AprBalance 650             

1,000          1,000         

01-MayBalance -              01-MayBalance 650             

Long-Term Liabilities

Capital / Owner Equity

Date Description Amount Date Description Amount

30-JanOwner Withdrawal 175              01-JanInitial Investment 5,000          

30-AprIncome Statement Closing (50)             

30-AprBalance 4,775          

4,950          4,950         

01-MayBalance 4,775          

Revenue

Debit Credit

Expenses

Debit Credit

Bank

Debit Credit

Inventory

Debit Credit

Owner's Equity

Debit Credit

Long-Term Assets

Debit Credit

Short-Term Debt

Debit Credit
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Type Account Debit Credit

Revenue Revenue -                

Expense Expenses -                

Asset Bank 4,025            

Asset Inventory 800               

Asset Long-Term Assets 600               

Liability Short-Term Debt 650               

Owner's Equity Owner's Equity 4,775            
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Revenue 300

Cost of Goods Sold 150

Gross Profit 150

Operating Expenses 200

Net Profit -50

Statement of Profit and Loss
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Assets

Current Assets

Bank 4025

Inventory 800

Long-Term Assets

Long-Term Assets 600

Total Assets 5425

Liabilities

Current Liabilities

Short-Term Debt 650

Total Liabilities 650

Owner's Equity

Owner's Equity

Owner's Equity 4775

Total Owner's Equity 4775

Liabilities + Owner's Equity 5425
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30-AprBalance -             

162             162            

01-MayBalance -             

Date Description Amount Date Description Amount

09-JanP/O Accounts Payable - Max 21                01-JanStarting Balance 21               

30-AprBalance -             

21               21              

01-MayBalance -             

Date Description Amount Date Description Amount

30-AprBalance -             

-             -            

01-MayBalance -             

Long-Term Liabilities

Capital / Owner Equity

Date Description Amount Date Description Amount

01-JanStarting Balance 1,049          

30-AprIncome Statement Closing 42               

30-AprBalance 1,091          

1,091          1,091         

01-MayBalance 1,091          

Owner's Equity

Debit Credit

Short-Term Debt

Debit Credit

Accounts Payable - Max

Debit Credit
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Type Account Debit Credit

Revenue Revenue -                

Expense Expenses -                

Asset Bank 461               

Asset Accounts Receivable - Smith -                

Asset Accounts Receivable - Harvey -                

Asset Accounts Receivable - Moon 26                 

Asset Inventory 374               

Asset Long-Term Assets 230               

Liability Accounts Payable - Rich -                

Liability Accounts Payable - Max -                

Liability Short-Term Debt -                

Owner's Equity Owner's Equity 1,091            
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Assets

Current Assets

Bank 461               

Accounts Receivable - Smith -                

Accounts Receivable - Harvey -                

Accounts Receivable - Moon 26                 

Inventory 374               

Long-Term Assets

Long-Term Assets 230               

Total Assets 1,091           

Liabilities

Current Liabilities

Short-Term Debt -                

Total Liabilities -              

Owner's Equity

Owner's Equity

Owner's Equity 1,091            

Total Owner's Equity 1,091           

Liabilities + Owner's Equity 1,091           
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Revenue

Date Description Amount Date Description Amount

22-Jun-19Claire return goods 950              02-JunSold goods on credit to Claire 8,075          

14-JunSold goods on credit to Hywel 8,550          

20-JunSold goods for cash to Jane 6,000          

24-JunSold goods on credit to Mandy 4,850          

31-Jan-19Closing 26,525        

Expenses

Date Description Amount Date Description Amount

31-Jan-19Closing -             

Assets

Current Assets

Date Description Amount Date Description Amount

01-JunStarting Balance -              25-JunP/O Georgina Accounts Payable 11,160        

20-JunSold goods for cash to Jane 6,000           27-JunP/O Andrew Accounts Payable 4,410          

24-JunClaire P/O Accounts Receivable 7,125          

25-JunHywel P/O Accounts Receivable 8,550          

31-JanBalance 6,105          

21,675        21,675       

01-MayBalance 6,105          

Date Description Amount Date Description Amount

01-JunStarting Balance -              22-Jun-19Claire return goods 950             

02-JunSold goods on credit to  Claire 8,075           24-JunClaire P/O Accounts Receivable 7,125          

31-JanBalance -             

8,075          8,075         

01-MayBalance -             

Date Description Amount Date Description Amount

01-JunStarting Balance -              25-JunHywel P/O Accounts Receivable 8,550          

14-JunSold goods on credit to Hywel 8,550          

31-JanBalance -             

8,550          8,550         

01-MayBalance -             

Date Description Amount Date Description Amount

01-JunStarting Balance -             

24-JunSold goods on credit to Mandy 4,850          

31-JanBalance 4,850          

4,850          4,850         

01-MayBalance 4,850           01-MayBalance -             

Date Description Amount Date Description Amount

01-JunStarting Balance -             

13-JunBought Inventory on Credit from Georgina 11,160        

21-JunBought Inventory on Credit from Andrew 4,410          

31-JanBalance 15,570        

15,570        15,570       

01-MayBalance 15,570         01-MayBalance -             

Long-Term Assets

Date Description Amount Date Description Amount

01-JunStarting Balance -             

31-JanBalance -             

-             -            

01-MayBalance -             

Liabilities

Current Liabilities

Date Description Amount Date Description Amount

25-JunP/O Georgina Accounts Payable 11,160         01-JunStarting Balance -             

13-JunBought Inventory on Credit from Georgina 11,160        

30-AprBalance -             

11,160        11,160       

01-MayBalance -             

Date Description Amount Date Description Amount

27-JunP/O Andrew Accounts Payable 4,410           01-JunStarting Balance -             

21-JunBought Inventory on Credit from Andrew 4,410          

30-AprBalance -             

4,410          4,410         

01-MayBalance -             

Date Description Amount Date Description Amount

30-AprBalance -             

-             -            

01-MayBalance -             

Long-Term Liabilities

Capital / Owner Equity

Date Description Amount Date Description Amount

01-JunStarting Balance -             

30-AprIncome Statement Closing 26,525        

30-AprBalance 26,525        

26,525        26,525       

01-MayBalance 26,525        

Revenue

Debit Credit

Expenses

Debit Credit

Bank

Debit Credit

Inventory

Debit Credit

Accounts Receivable - Claire

Debit Credit

Accounts Receivable - Hywel

Debit Credit

Accounts Receivable - Mandy

Debit Credit

Owner's Equity

Debit Credit

Long-Term Assets

Debit Credit

Short-Term Debt

Debit Credit

Accounts Payable - Georgina

Debit Credit

Accounts Payable - Andrew

Debit Credit
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Type Account Debit Credit

Revenue Revenue -                

Expense Expenses -                

Asset Bank 6,105            

Asset Accounts Receivable - Claire -                

Asset Accounts Receivable - Hywel -                

Asset Accounts Receivable - Mandy -                

Asset Inventory 15,570           

Asset Long-Term Assets -                

Liability Accounts Payable - Rich -                

Liability Accounts Payable - Max -                

Liability Short-Term Debt -                

Owner's Equity Owner's Equity 26,525           
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Revenue 26,525           

Cost of Goods Sold -                

Gross Profit 26,525         

Operating Expenses -                

Net Profit 26,525         

Statement of Profit and Loss
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Assets

Current Assets

Bank 6,105            

Accounts Receivable - Claire -                

Accounts Receivable - Hywel -                

Accounts Receivable - Mandy -                

Inventory 15,570           

Long-Term Assets

Long-Term Assets -                

Total Assets 21,675         

Liabilities

Current Liabilities

Short-Term Debt -                

Total Liabilities -              

Owner's Equity

Owner's Equity

Owner's Equity 26,525           

Total Owner's Equity 26,525         

Liabilities + Owner's Equity 26,525         
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THIS ACCOUNT IS CURRENTLY BALANCED

RUNNING BALANCE 0.00

No. DATE ACCOUNT DEBIT ( + ) CREDIT ( - ) BALANCE

1 05/04/2019 Cash 300.00

Owner's Equity 300.00 0.00

2 07/04/2019 Inventory 200.00



Cash 200.00 0.00

3 08/04/2019 Cash 250.00



Short-Term Debt 250.00 0.00

4 15/04/2019 Long-Term Assets 150.00



Cash 150.00 0.00

5 20/04/2019 Cash 350.00



Revenue 350.00 0.00

6 28/04/2019 Rent Expense 50.00



Cash 50.00 0.00

7 29/04/2019 Short-Term Debt 200.00



Cash 200.00 0.00

8 30/04/2019 Owner's Equity 60.00



Cash 60.00 0.00

9 30/04/2019 Cost of Goods Sold 100.00



Inventory 100.00 0.00

10



11



12



13



14



15
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Revenue

Date Description Amount Date Description Amount

20-AprSale of Goods 350

30-Apr-19Closing 350

Expenses

Date Description Amount Date Description Amount

28-AprRent Payment 50

30-Apr-19Cost of Goods Sold 100

30-AprClosing 150

Assets

Current Assets

Date Description Amount Date Description Amount

05-Apr-19Initial Funding 300 07-AprPurchase Inventory 200

08-AprTatiana Loan 250 15-AprVan Purchase 150

20-AprSale of Goods 350 28-AprRent Payment 50

29-AprTatiana Partial Repayment 200

30-AprCapital Withdrawal 60

30-AprBalance 240

900 900

01-MayBalance 240 01-MayBalance 0

Date Description Amount Date Description Amount

07-AprPurchase Inventory 200

30-AprInventory Adjustment 100

30-AprBalance 100

200 200

01-MayBalance 100 01-MayBalance 0

Long-Term Assets

Date Description Amount Date Description Amount

15-AprVan Purchase 150

30-AprBalance 150

150 150

01-MayBalance 150 01-MayBalance 0

Liabilities

Current Liabilities

Date Description Amount Date Description Amount

29-AprTatianai Partial Repayment 200 08-AprTatiana Loan 250

30-AprBalance 50

250 250

01-MayBalance 0 01-MayBalance 50

Long-Term Liabilities

Capital / Owner Equity

Date Description Amount Date Description Amount

30-AprCapital Withdrawal 60 05-AprInitial Funding 300

30-AprIncome Statement Closing 200

30-AprBalance 440

500 500

01-MayBalance 440

Revenue

Debit Credit

Expenses

Debit Credit

Bank

Debit Credit

Inventory

Debit Credit

Owner's Equity

Debit Credit

Long-Term Assets

Debit Credit

Short-Term Debt

Debit Credit
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Type Account Debit Credit

Revenue Revenue 0

Expense Expenses 0

Asset Bank 240

Asset Inventory 100

Asset Long-Term Assets 150

Liability Short-Term Debt 50

Owner's Equity Owner's Equity 440
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Revenue 350

Cost of Goods Sold 100

Gross Profit 250

Operating Expenses 50

Net Profit 200

Statement of Profit and Loss
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Assets

Current Assets

Bank 240

Inventory 100

Long-Term Assets

Long-Term Assets 150

Total Assets 490

Liabilities

Current Liabilities

Short-Term Debt 50

Total Liabilities 50

Owner's Equity

Owner's Equity

Owner's Equity 440

Total Owner's Equity 440

Liabilities + Owner's Equity 490


