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[bookmark: _Toc26662336]Introduction
[bookmark: _Toc26662337]The key financial statements of any organization are the income statement, balance sheet, cash flow statement and owner’s equity statement. These statements are important because they provide an overview of how the company is performing. Assets are the resources controlled by an organization that provides future economic benefits that are measurable in monetary terms. Liabilities are claims on the business by third parties other than owners that causes outflow of resources from organizations. (Jin and Zou, 2005) Equities are the residual claim on the business by the owners. Net profit is the income that is measured by subtracting all the expenses from the revenues. The key financial statements of any organization are the income statement, balance sheet, cash flow statement and owner’s equity statement. On the other hand, companies are entities that produce goods and services in order to sell those products and satisfy the customers. The statements of the companies are prepared in accordance with International Financial Reporting Standard (IFRS) which are issued by the International Accounting Standards Board (IAS). The aim of the companies financial statements is to demonstrate their financial position to the stakeholders. The companies’ balance sheets are applicable for different types of businesses. Preparation of the balance sheet for companies is easy and simple. The ledger accounts have been prepared to show the balances of each of the accounts more clearly in order to avoid mistakes. The trial balance helps in the preparation of the financial statements as they provide the balances which are then balanced in the trial balance to demonstrate that the ledger account entries were correctly and accurately inputted. (STRADLING, 2004) This provides the companies to be confident about their accounting records and that all the transactions are being accurately inputted in the books. The double entry system is required in the ledger accounts as every transaction consists of two entries which helps to balance the accounting equation which assets equals liabilities and equity.  


Task 1: Maxim
[bookmark: _Toc26662338]Ledger Accounts 
	Cash Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	05-Apr
	Capital
	300
	07-Apr
	Purchases
	200

	08-Apr
	Loan 
	250
	15-Apr
	Motor Van 
	150

	20-Apr
	Revenue
	350
	28-Apr
	Rent 
	50

	
	
	 
	29-Apr
	Loan Repayment
	200

	
	
	 
	30-Apr
	Drawings
	60

	
	
	 
	30-Apr
	Balance c/d
	240

	
	
	900
	
	
	900

	01-May
	Balance b/d
	240
	
	
	

	

	
	
	
	
	



	Capital Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	30-Apr
	Balance c/d
	300
	05-Apr
	Cash
	300

	
	
	300
	
	
	300

	
	
	 
	01-May
	Balance b/d
	300



	Drawings Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	30-Apr
	Cash
	60
	30-Apr
	Balance c/d
	60

	
	
	60
	
	
	60

	01-May
	Balance b/d
	60
	
	
	




	Motor Van Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	15-Apr
	Bank
	150
	30-Apr
	Balance c/d
	150

	
	
	150
	
	
	150

	01-May
	Balance b/d
	150
	
	
	



	Revenue Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	30-Apr
	Profit or Loss a/c
	350
	20-Apr
	Bank
	350

	
	
	350
	
	
	350



	Purchases Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	07-Apr
	Goods
	200
	30-Apr
	Trading a/c
	200

	
	
	200
	
	
	200



	Loan Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	30-Apr
	Bank 
	200
	08-Apr
	Bank
	250

	30-Apr
	Balance c/d
	50
	
	
	

	
	
	250
	
	
	250

	
	
	 
	01-May
	Balance b/d
	50





	Rent Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	28-Apr
	Bank
	50
	30-Apr
	Profit or Loss a/c
	50

	
	
	50
	
	
	50



[bookmark: _Toc26662339]List of Balances
	Maxim Trading

	List of Account Balances

	Account
	Debit
	Credit

	Cash
	240
	

	Capital
	 
	300

	Drawings
	60
	

	Rent 
	50
	

	Purchases
	200
	

	Motor Van
	150
	

	Revenue
	 
	350

	Loan
	 
	50

	Balance
	                                 700
	700
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Statement of Profit and Loss
	Maxim Trading

	[bookmark: _GoBack]Statement of Profit or Loss account for the year ended 30 April 

	
	Amount (£)
	Amount (£)

	Revenue
	
	350

	Purchases
	200
	

	Less Closing Inventory
	100
	

	Cost of goods sold
	100

	Gross Profit
	
	250

	Less Expenses
	
	

	Rent
	
	50

	Net Profit
	
	200




[bookmark: _Toc26662341]





Statement of Financial Position
	Maxim Trading

	Statement of Financial Position at 30 April

	
	Amount (£)
	Amount (£)

	Assets
	
	

	Non-Current Assets
	

	Motor Van
	
	150

	Current Assets
	
	

	Cash
	240
	

	Inventory
	100
	

	Total Current Assets
	340

	Total Assets
	
	490

	Liabilities and Equity
	

	Current Liabilities
	

	Short Term Loan
	50

	Equity
	
	

	Capital
	300
	

	Drawings
	-60
	

	Net Profit
	200
	

	Total Equities
	
	440

	Total Liabilities and Equity
	490





[bookmark: _Toc26662342]Task 2: Pendo
[bookmark: _Toc26662343]Ledger Accounts 
	Cash Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	01-Jan
	Capital
	5000
	02-Jan
	Motor Van 
	600

	04-Jan
	Loan 
	1000
	03-Jan
	Purchases
	1300

	13-Jan
	Revenue
	300
	10-Jan
	Motor Van Expenses
	200

	20-Jan
	Revenue
	500
	24-Jan
	Storage Expenses
	150

	
	
	 
	27-Jan
	Loan Repayment
	350

	
	
	 
	30-Jan
	Drawings
	175

	
	
	 
	31-Jan
	Balance c/d
	4025

	
	
	6800
	
	
	6800

	01-Feb
	Balance b/d
	4025
	
	
	



	Capital Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	31-Jan
	Balance c/d
	5000
	01-Jan
	Bank
	5000

	
	
	5000
	
	
	5000

	
	
	 
	01-Feb
	Balance b/d
	5000



	Drawings Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	30-Jan
	Bank
	175
	31-Jan
	Balance c/d
	175

	
	
	175
	
	
	175

	01-Feb
	Balance b/d
	175
	
	
	



	Motor Van Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	02-Jan
	Bank
	600
	31-Jan
	Balance c/d
	600

	
	
	600
	
	
	600

	01-Feb
	Balance b/d
	600
	
	
	



	Revenue Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	31-Jan
	Profit or Loss a/c
	800
	13-Jan
	Bank
	300

	
	
	 
	20-Jan
	Bank
	500

	
	
	800
	
	
	800



	Purchases Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	03-Jan
	Goods
	1300
	31-Jan
	Trading a/c
	1300

	
	
	1300
	
	
	1300



	Loan Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	27-Jan
	Bank 
	350
	04-Jan
	Bank
	1000

	31-Jan
	Balance c/d
	650
	
	
	

	
	
	1000
	
	
	1000

	
	
	 
	01-Feb
	Balance b/d
	650



	Motor Expenses Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	10-Jan
	Bank
	200
	31-Jan
	Profit or Loss a/c
	200

	
	
	200
	
	
	200



	Storage Expenses Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	24-Jan
	Bank
	150
	31-Jan
	Profit or Loss a/c
	150

	
	
	150
	
	
	150


[bookmark: _Toc26662344]Trial Balance
	Pendo Trading

	Trial Balance as at 31 January

	Account
	Debit
	Credit

	Cash
	4025
	

	Capital
	 
	5000

	Drawings
	175
	

	Motor Van Expenses
	200
	

	Purchases
	1300
	

	Motor Van
	600
	

	Storage Expenses
	150
	

	Revenue
	 
	800

	Loan
	 
	650

	
	6450
	6450



[bookmark: _Toc26662345]Statement of Profit and Loss
	Pendo Trading

	Statement of Profit or Loss account for the year ended 31 January

	
	Amount (£)
	Amount (£)

	Revenue
	
	800

	Purchases
	1300
	

	Less Closing Inventory
	800
	

	Cost of goods sold
	
	500

	Gross Profit
	
	300

	Less Expenses
	
	

	Motor Van Expenses
	200
	

	Storage Expenses
	150
	350

	Net Loss
	
	-50



[bookmark: _Toc26662346]Statement of Financial Position
	Pendo Trading

	Statement of Financial Position at 31 January

	
	Amount (£)
	Amount (£)

	Assets
	
	

	Non-Current Assets
	
	

	Motor Van
	
	600

	Current Assets
	
	

	Cash
	4025
	

	Inventory
	800
	

	Total Current Assets
	
	4825

	Total Assets
	
	5425

	Liabilities and Equity
	
	

	Current Liabilities
	
	

	Short Term Loan
	
	650

	Equity
	
	

	Capital
	5000
	

	Drawings
	-175
	

	Net Loss
	-50
	

	Total Equities
	
	4775

	Total Liabilities and Equity
	
	5425
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Task 3: Mafuta
[bookmark: _Toc26662348]Ledger Accounts 
	Bank Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	01-Jan
	Balance b/d
	343
	05-Jan
	Wages
	12

	07-Jan
	Smith
	18
	09-Jan
	Max
	21

	11-Jan
	Cash Sales
	64
	14-Jan
	Wages
	14

	21-Jan
	Cash Sales
	110
	14-Jan
	Purchases
	75

	23-Jan
	Harvey
	25
	15-Jan
	Rich
	162

	28-Jan
	Cash Sales
	84
	20-Jan
	Office Desk
	32

	31-Jan
	Cash Sales
	30
	21-Jan
	Wages
	17

	
	
	 
	23-Jan
	Office Expenses
	3

	
	
	 
	28-Jan
	Wages
	15

	
	
	 
	31-Jan
	Balance c/d
	323

	
	
	674
	
	
	674

	01-Feb
	Balance b/d
	323
	
	
	



	Capital Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	
	
	 
	01-Jan
	Balance b/d
	1049

	31-Jan
	Balance c/d
	1049
	
	
	

	
	
	1049
	
	
	1049

	
	
	
	01-Feb
	Balance b/d
	1049



	Revenue Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	31-Jan
	Profit or Loss a/c
	412
	02-Jan
	Harvey
	124

	
	
	 
	11-Jan
	Bank
	64

	
	
	 
	21-Jan
	Bank
	110

	
	
	 
	28-Jan
	Bank
	84

	
	
	 
	31-Jan
	Bank
	30

	
	
	412
	
	
	412


	
	Fixtures and Fittings Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	01-Jan
	Balance b/d
	198
	
	
	

	20-Jan
	Bank
	32
	31-Jan
	Balance c/d
	230

	
	
	230
	
	
	230

	01-Feb
	Balance b/d
	230
	
	
	



	Purchases Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	05-Jan
	Rich
	150
	31-Jan
	Trading a/c
	225

	14-Jan
	Goods
	75
	
	
	

	
	
	225
	
	
	225



	Office Expenses Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	23-Jan
	Bank
	3
	31-Jan
	Profit or Loss a/c
	3

	
	
	3
	
	
	3



	Wages Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	24-Jan
	Bank
	12
	31-Jan
	Profit or Loss a/c
	58

	14-Jan
	Bank
	14
	
	
	

	21-Jan
	Bank
	17
	
	
	

	28-Jan
	Bank
	15
	
	
	

	
	
	58
	
	
	58



	



Smith's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	01-Jan
	Balance b/d
	18
	07-Jan
	Bank
	18

	
	
	18
	
	
	18



	Harvey's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	01-Jan
	Balance b/d
	39
	23-Jan
	Bank
	25

	02-Jan
	Sales
	124
	31-Jan
	Balance c/d
	138

	
	
	163
	
	
	163

	01-Feb
	Balance b/d
	138
	
	
	




	Rich's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	15-Jan
	Bank
	162
	01-Jan
	Balance b/d
	12

	
	
	 
	05-Jan
	Purchases
	150

	
	
	162
	
	
	162



	Max's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	15-Jan
	Bank
	21
	01-Jan
	Balance b/d
	21

	
	
	21
	
	
	21



	Inventory Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	01-Jan
	Balance b/d
	458
	31-Jan
	Trading a/c
	458

	31-Jan
	Trading a/c
	374
	31-Jan
	Balace c/d
	374

	01-Feb
	Balance b/d
	374
	
	
	



	Moon's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	01-Jan
	Balance b/d
	26
	31-Jan
	Balance c/d
	26

	
	
	26
	
	
	26

	01-Feb
	Balance b/d
	26
	
	
	




[bookmark: _Toc26662349]Trial Balance
	Mafuta

	Trial Balance as at 31 January

	Account
	Debit
	Credit

	Cash
	323
	

	Capital
	 
	1049

	Fixtures and Fittings
	230
	

	Wages
	58
	

	Purchases
	225
	

	Inventory 
	458
	

	Office Expenses 
	3
	

	Revenue
	 
	412

	Moon
	26
	

	Harvey 
	138
	

	
	1461
	1461






[bookmark: _Toc26662350]Statement of Profit and Loss
	Mafuta

	Statement of Profit or Loss account for the year ended 31 January

	
	Amount (£)
	Amount (£)

	Revenue
	
	412

	Opening Inventory
	458
	

	Purchases
	225
	

	Less Closing Inventory
	374
	

	Cost of goods sold
	
	309

	Gross Profit
	
	103

	Less Expenses
	
	

	Wages
	58
	

	Office Expenses
	3
	61

	Net Profit
	
	42



[bookmark: _Toc26662351]Statement of Financial Position
	Mafuta

	Statement of Financial Position at 31 January

	
	Amount (£)
	Amount (£)

	Assets
	
	

	Non-Current Assets
	
	

	Fixtures and Fittings
	
	230

	Current Assets
	
	

	Cash
	323
	

	Account Receivables Moon
	26
	

	Account Receivables Harvey
	138
	

	Inventory
	374
	

	Total Current Assets
	
	861

	Total Assets
	
	1091

	Liabilities and Equity
	
	

	Equity
	
	

	Capital
	1049
	

	Net Profit
	42
	

	Total Liabilities and Equity
	
	1091



[bookmark: _Toc26662352]Task 4: Ricardo
[bookmark: _Toc26662353]Ledger Accounts 
	Cash Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	20-Jun
	Sales 
	6000
	25-Jun
	Georgina
	11160

	24-Jun
	Claire
	7125
	27-Jun
	Andrew
	4410

	25-Jun
	Hywel
	9000
	27-Jun
	Balance c/d
	6555

	
	
	22125
	
	
	22125

	01-Jul
	Balance b/d
	6555
	
	
	




	Revenue Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	27-Jun
	Profit or Loss a/c
	28500
	02-Jun
	Claire
	8500

	
	
	 
	14-Jun
	Hywel
	9000

	
	
	 
	20-Jun
	Cash
	6000

	
	
	 
	24-Jun
	Mandy
	5000

	
	
	28500
	
	
	28500



	Purchases Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	13-Jun
	Georgina
	12000
	27-Jun
	Trading a/c
	16500

	21-Jun
	Andrew
	4500
	
	
	

	
	
	16500
	
	
	16500






	Discount Received Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	27-Jun
	Profit or Loss a/c
	930
	25-Jun
	Georgina
	840

	
	
	 
	27-Jun
	Andrew
	90

	
	
	930
	
	
	930



	Discount Allowed Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	24-Jun
	Claire
	375
	27-Jun
	Profit or Loss a/c
	375

	
	
	375
	
	
	375






	Claire's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	02-Jun
	Sales
	8500
	22-Jun
	Sales Returns
	1000

	
	
	 
	24-Jun
	Cash 
	7125

	
	
	 
	24-Jun
	Discount Allowed
	375

	
	
	8500
	
	
	8500







	Mandy's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	24-Jun
	Sales
	5000
	27-Jun
	Balance c/d
	5000

	
	
	5000
	
	
	5000

	01-Jul
	Balance b/d
	5000
	
	
	



	Georgina's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	25-Jun
	Cash
	11160
	13-Jun
	Purchases
	12000

	25-Jun
	Discount Received
	840
	
	
	

	
	
	12000
	
	
	12000



	Andrew's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	27-Jun
	Cash
	4410
	21-Jun
	Purchases
	4500

	27-Jun
	Discount Received
	90
	
	
	

	
	
	4500
	
	
	4500





	Sales Returns Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	22-Jun
	Claire
	1000
	27-Jun
	Trading a/c
	1000

	
	
	1000
	
	
	1000




	Hywel's Account

	Date
	Description
	Amount
	Date
	Description
	Amount

	14-Jun
	Sales
	9000
	25-Jun
	Cash
	9000

	
	
	9000
	
	
	9000



[bookmark: _Toc26662354]Trial Balance
	Ricardo

	Trial Balance as at 27 June

	Account
	Debit
	Credit

	Cash
	6555
	

	Sales Returns
	1000
	

	Discount Allowed
	375
	

	Discount Received
	 
	930

	Purchases
	16500
	

	Revenue
	 
	28500

	Mandy
	5000
	

	
	29430
	29430
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Task 5: Difference between Revenue and Capital Expenditure
The revenue expenditure refers to the expenses that are incurred after the non-current assets of the company are put into service. Revenue expenditure refers to the expenses that are incurred associated with revenue and operating transactions. On the other hand, the capital expenditure is related to the use of noncurrent for a long period of time and it is the amount that is associated with acquiring the non-current asset. (Griffin, 2015) The report provides all sorts of revenue and capital expenditures that differ from each other. The capital expenditure includes the purchase of a motor van which was incurred in order for the business to have non-current assets that are used for a very long time. The revenue expenditure includes wages, storage expenses, office expenses, rent, and motor van expenses. These revenue expenses were incurred for the smooth operations of the business. There are lots of difference between capital and revenue expenditures which have been discussed elaborately. The capital expenditure is incurred gradually for a long period of time such as depreciation on the fixed assets whereas the revenue expenditure is only incurred for the current period such as the expenses that are required for the smooth operation of the business. Moreover, the revenue expenditure is easily used by the business within a short period of time. On the other hand, the capital expenditure is consumed based on the useful life of the non-current asset. On the contrary, the expenses associated with capital expenditure are much higher than the revenue expenditures since capital expenditure involves non-current assets which are bought at a higher price than the revenue expenses. Revenue expenditure are mostly related to the sales transactions that are incurred by the organization in order to sell their products and generate revenue. The non-current assets are also valued at historical cost which impacts the capital expenditure. Moreover, there are different methods for calculating the depreciation of the non-current assets which affects the amount of capital expenditure. The statements are prepared in accordance with International Financial Reporting Standard (IFRS) which are issued by the International Accounting Standards Board (IAS). (Haas and Haas, 2011) The financial statements are prepared using the historical cost and going concern analysis. The going concern is used because it will remain in business for an infinite time and will not be forced to liquidate their assets in case of bankruptcy. The assets in the balance sheet have been valued at their actual cost as historical cost is being followed. (Bruch and Adkins, 2015)
[bookmark: _Toc25507237][bookmark: _Toc26662356]Conclusion
The report has discussed the financial performance in each of the tasks that provides an overview of their financial position. Moreover, the report highlights the financial performance of them and how it affects them. The researcher has discussed the differences between revenue expenditure and capital expenditure. (Siegrist and Chambaz, 2012) The companies can improve their financial performance wherever required since they have the advantage of understanding financial issues and can take actions accordingly. The principles and the accounting standards have been also discussed briefly in the report to provide an understanding of how these standards help the stakeholder to compare between companies when one single standard is used by all types of organizations. 
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