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[bookmark: _Toc7553377]Introduction
  Accounting is a process of identifying, processing and arrangement of different information and transactions of business entity and it provides accurate information to the relevant parties within the business organisation. The main purpose of accounting is to provide accumulated reports on financial performance and also provide financial information to the related parties (Kimmel, 2018). For every kind of business organisation accounting is very urgent for keeping and maintaining balanced recording systems of financial transactions and other information and accounting provide right decisions for the business organisation and it sets the goals plan for current and futures performance (Blake and Lunt, 2001). There are a number of principles, standards, board and international authorities of accounting and they set different standards, rules, and regulations for ensuring accountability and good accounting systems within the business organisation. This paper has dealt with different mathematical problems and solve these problems by using different concepts, principles and standards of accounting. This paper has also carried out a detail explanation on capital expenditure and revenue expenditure in accordance with international standards and principles of accounting. 
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a) Preparing necessary ledger accounts for the given transactions of “Maxim trading”

Ledger Accounts
Of
‘Maxim trading’
 Dr                                                      Capital Account                                               Cr                                                    
	Balance                                       £300

                                                   
                                                    £300
	Cash                                        £300


                                                 £300
Balance c/f                              £300



DR                                                         Cash Account                                                  Cr
	Capital                                           £300
Tatania                                          £250
Sales                                             £350



                                                     £900
Balance c/f                                   £240
	Purchase                                     £200
Motor Van                                    £150
Rent                                             £50
Tatania                                         £200
Drawing                                        £60
Balance                                         £240
                                                      £900




	Dr                                             Purchase Account                                        Cr 

	Cash                                               £200
                                                        £200
Balance c/f                                      £200
	Balance                                   £200
                                                 £200





	Dr                                              Tatiana Account                                                 Cr

	Cash                                               £200
Balance                                           £50
                                                        £250
	Cash                                              £250
                        
                                                        £250
Balance c/f                                         £50



	Dr                                              Motor Van Account                                                Cr 

	Cash                                              £150
                                                       £150
Balance c/f                                      £150
	Balance                                           £150
                                                        £150



	Dr                                              Sales Account                                               Cr 

	Balance                                           £350
                                                         £350

	Cash                                           £350
                                                    £350
Balance c/f                                   £350



	Dr                                                 Rent Account                                                     Cr

	Cash                                               £50
                                                         £50
Balance c/f                                      £50
	Balance                                          £50
                                                        £50



	Dr                                                Drewing Account                                           Cr

	Cash                                             £60
                                                      £60
Balance c/f                                    £60
	Balance                                            £60
                                                          £60








b. Preparing the list of account balances at 30 April.

	Description 
	Dr
(amount)
	Cr
(amount)

	Capital
Cash
Purchases 
Tatiana
Motor Van
Sales
Rent 
Drewing 
	
£240
£200

£150

£50
£60
£700

	£300


£50

£350


£700









C) Preparing the statement of profit or loss for the month ended 30 April and a statement of financial position at that date for ‘Maxim’. 

Profit and Loss Statement for
Maxim
For the month of April

	
Sales for April                         £350
Cost of sales                              …..
Opening stock                          0
Purchases                                  £200
Less: closing stock                    (£100)  £100
             Gross profit                                       £250
Operational expenses:
             Rent                                                     (£50)
             Net profit                                              £200
                                                   






Statement of financial position of
Maxim
At the date of 30th April
	Non-current asset:
Motor van                               £150
Total non-current asset                           £150
Current asset:
Cash                                       £240
Closing stock                          £100
Total current asset                                   £340
               Total asset                                £490
Current liabilities:
Tatiana                                       £50
Equity:
Capital                                              £300
Net profit                                           £200
Less Drewing                                    £60
Total equity                                   £440
Total liabilities + equity             £490
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a. Preparing ledger accounts for the given transactions for Pendo.

PENDO’S LEDGER ACCOUNT
For the month of January

	Dr                                                     Capital Account                                                  Cr 

	Balance                                        £5000
	Cash                                             £5000
                                                      £5000
Balance c/f                                     £5000




	Dr                                                        Cash Account                                                  Cr

	Capital                                         £5000
Sergei                                          £1000
Sales                                            £300
Sales                                            £500



                                                     £6800
Balance c/f                                    £4025
	Motor Van                                    £600
Purchases                                   £1300
Expenses                                     £200
Expenses                                      £150
Sergei                                            £350
Withdraw                                       £175
Balance                                       £4025
                                                     £6800





	Dr                                                Motor Van Account                                                  Cr

	Cash                                              £600
                                                       £600
Balance c/f                                      £600
	Balance                                          £600
                                                        £600




	Dr                                               Purchases Account                                                  Cr

	Cash                                          £1300
                                                   £1300
Balance c/f                                  £1300
	Balance                                        £1300
                                                      £1300




	Dr                                                      Sergei Account                                                  Cr

	Cash                                             £350
Balance                                         £650
                                                       £1000
	Cash                                              £1000
                                                      
                                                       £1000
Balance c/f                                     £650






	Dr                                                 Expenses Account                                                 Cr

	Cash                                          £200
Cash                                          £150
                                                  £350
Balance c/f                                £350

	Balance                                        £350

                                                    £350




	Dr                                                     Sales Account                                                   Cr

	Balance                                        £800

                                                      £800

	Cash                                              £300
Cash                                              £500
                                                       £800
Balance c/f                                      £800




	Dr                                               Withdraw Account                                                    Cr 

	Cash                                          £175
                                                   £175
Balance c/f                                 £175
	Balance                                       £175
                                                    £175



b) Preparing the trial balance on 31 January for Pendo
The trial balance for Pendo
On the date of 31st January

	Description 
	Dr
(amount)
	Cr
(amount)

	Capital
Cash
Motor Van 
Purchases 
Sergei 
Expenses 
Sales 
Withdraw 
	
£4025
£600
£1300

£300

£175


£6450

	£5000



£650

£800



£6450





c) Preparing the profit and loss statement for the month ended 31st January and the statement of financial position on the same date
Profit and Loss Statement for
Pendo
For the month of January

	
Sales for January                        £800
Cost of sales                                  …..
Opening stock                              0
                                                                 
Purchases                                     £1300
Less: closing stock                       (£800)  £500
             Gross profit                                        £300
Operational expenses:
       Expenses                                              (£350)
        Net profit                                              -£50
                                                   















Statement of financial position of
Pendo
On the date of 31st January
	Non-current asset:
Motor van                               £600
Total non-current asset                           £600
Current asset:
Cash                                       £4025
Closing stock                          £800
Total current asset                                   £4825
               Total asset                                £5425
Current liabilities:
Sergei                                      £650
Total liabilities                                           £650
Equity (Owner’s):
Capital                                      £5000
Less: Net loss                              -£50
Less: Withdrawal                        -£175      £4775

Total liability and owner’s equity              £5425      
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a) Writing up and closing the ledger accounts of the given transactions. 

Ledger Accounts for Mafuta

	Dr                                                    Cash Account                                                    Cr

	Jan 01 Cash in hand                      £343
Jan 07 Smith                                   £18
Jan 11 Sales                                   £ 64
Jan 21 Sales                                   £ 110
Jan 25 Harvey                                 £  25
Jan 28 Cash                                     £ 84
Jan 31 Sales                                    £ 30


                                                        £674  
Balance c/f                                       £323                         
                      
	Jan 05 Wages                                  £12
Jan 09 Max                                     £ 21
Jan 14 Wages                                 £ 14
Jan 14 Purchase                             £  75
Jan 15 Rich                                     £  162
Jan 20 Office furniture                     £  32
Jan 21 Wages                                  £  17
Jan 23 Office Expenses                   £  3
Jan 28 Wages                                  £  15
Jan 31 Balance                                £  323
                                                          £674




	Dr                                           Furniture & Fittings Account                                       Cr

	Jan 01 Furniture & fittings                 £198
Jan 20 Office Furniture                        £ 32
                                                          £230
Balance c/f                                         £230
	Jan 31 Balance                               £230

                                                        £230



	Dr                                               Smith (receivable) Account                                   Cr

	Jan 01 Smith                               £18
                                                        £18

	Jan 07 Cash                                     £18
                                                         £18



	Dr                                               Harvey (receivable) Account                                 Cr

	Jan 01 Harvey                                £39
Jan 02 Sales                                   £ 124
                                                        £163
Balance c/f                                       £79

	Jan 23 Cash                                      £84
Jan 31Balance                                £ 79
                                                         £163



	Dr                                               Moon (receivable) Account                                    Cr

	Jan 01 Moon                                 £26
                                                          £26
Balance c/f                                        £26
	 Balance                                 £26
                                                          £26





	Dr                                              Rich (supplier) Account                                          Cr

	Jan 15 Cash                                   £162

                                                        £162
	Jan 01 Rich                                  £12
Jan 05 Purchase                              £150
                                                         £162



	Dr                                               Max (supplier) Account                                         Cr

	Jan 09 Cash                                     £21
                                                         £21

	Jan 01 Max                                  £21
                                                          £21








	Dr                                                   Sales Account                                                   Cr

	Jan 31 Balance                                £412
     



                                                         £412
	Jan 02 Harvey                                £124
Jan 11 Cash                                    £64
Jan 21 Cash                                    £110
Jan 28 Cash                                    £84
Jan 31 Cash                                    £30
                                                        £412 
Balance c/f                                       £412                        





	Dr                                                   Wages Account                                                   Cr

	Jan 05 Cash                                      £12
Jan 14 Cash                                      £14
Jan 21 Cash                                      £17
Jan 28 Cash                                      £15
                                                          £58
Balance c/f                                        £58
	Balance                                          £58


                                                          £58




	Dr                                                Purchases Account                                                 Cr

	Jan 05 Rich                                    £150
Jan 14 Cash                                   £75
                                                        £225
Balance c/f                                      £225
	Balance                                             £225

                                                          £225



	Dr                                               Office Expenses Account                                         Cr

	Jan 23 Cash                                     £3
                                                         £3
Balance c/f                                       £3
	Jan 31 Balance                                  £3
                                                           £3







b) Preparing a trial balance at the date of 31st January

Trial balance for Mafuta
On the date of 31 January
	Description
	Dr
(amount)
	Cr
(amount)

	Cash
Furniture & Fittings
Harvey
Moon
Sales
Wages
Purchases 
Office expenses
Inventory
Suspense account 
	£323
230
79
26

58
225
3
458


1402




	



£412




990

1402






c) Preparing a statement of profit and loss account for the month ended 31st January and the statement of financial position on the same date. 
Profit and Loss Statement for
Mafuta
For the month of January

	
Sales for January                        £412
Less: Cost of sales                                  …..
Opening stock                               458
Add: Purchase                               225
Less: Closing Stock                       (374)   (309)

           Gross profit                                          £103
Operational expenses:
              Wages                                                  (58)
             Office expenses                                    (£3)
             Net profit                                             £42
                                                   



Statement of financial position of
Mafuta
On the date of 31st January
	Non-current asset:
Furniture & fittings                   £230
Total non-current asset                           £230
Current asset:
Cash                                       £323
Closing stock                          £374
Receivables                           £105
Total current asset                                   £802
               Total asset                                £1032
Current liabilities:
 Suspense account                £990
Total liabilities                                          £990
Owner’s equity                              
  Net profit                                                  £42

Total owner’s equity and liability       £1032
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Ledger Accounts for Ricardo
	Dr                                                      Cash Account                                                   Cr

	June 20 Sales                                 £6000
June 24 Claire                                   7125
June 25 Hywels                                 8550
                                                     £21675
     Balance c/f                               £6105                                                 

	June 25 Georgia                          £11160
June 27 Andrew                           £4410
June 30 Balance                           £6105
                                                      £21675



	Dr                                                 Purchase Account                                                 Cr

	June 13 Georgia                       £12000
June 21 Andrew                        £4500
                                                  £16500
Balance c/f                                £16500
	

                      £16500



	Dr                                                       Sales Account                                                 Cr

	June 22 Claire                             £1000
June 30 Balance                        £27500


                                                     £28500
	June 2 Claire                              £8500
June 14 Hywel                            £9000
June 20 Cash                             £6000
June 24 Mandy                           £5000
                                                   £28500
Balance c/f                                  £27500




	Dr                                        Claire (receivable) Account                                            Cr

	June 02 Sales                           £8500


                                                  £8500

	June 22 Sales return                 £1000
June 24 Cash                              7125
June 24 Sales discount                375
                                                  £8500



	Dr                                          Hywel (receivable) Account                                         Cr

	June 14 Sales                            £9000

                                                   £9000
	June 25 Cash                            £8550
June 25 Sales discount                 450
                                                 £9000                                      



	Dr                                          Mandy (receivable) Account                                        Cr

	June 24 Sales                           £5000
                                                  £5000
Balance c/f                                 £5000
	
£5000



	Dr                                          Georgia (supplier) Account                                          Cr

	June 25 Cash                            £11160
June 25 Purchase discount       £840
                                                  £1200
	June 13 Purchase                        £12000

                                                      £12000



	Dr                                         Andrew (supplier)  Account                                          Cr

	June 27 Case                             £4410
June 27 Purchase discount          £90
                                                   £4500
	June 21 Purchase                        £4500

                                                     £4500



	Dr                                          Sales Discount Account                                              Cr

	June 24 Claire                             £375
June 25 Hywels                           £450
                                                    £825
Balance c/f                                  £825
	

£825



	Dr                                         Purchase Discount Account                                         Cr

	

                                                         £930
	June 25 Georgia                             £840
June 27 Andrew                              £90
                                                       £930
Balance c/f                                     £930



Trial balance for Ricardo
On the date of June 27

	Description 
	Dr
(amount)
	Cr
(amount)

	Cash in hand 
Purchase 
Sales 
Mandy (receivable)
Sales Discount
Purchase Discount 
	£6105
16500

5000
825



£28430
	

£27500


930


£28430






[bookmark: _Toc7553382]TASK FIVE 
  In every kind of business, there are two types of significant expenditures which are capital expenditure and revenue expenditure. To keep accurate information and account of different types of a financial transaction within the business organisation it is a must to know about these two types of expenditure (Rolfe, 2006). Basically, business firms classify their business expenditures on the basis of fixed assets and there is a specific distinction between these two types of expenditure.

Capital expenditure
  Generally, business firms and other types of companies define the expenditures which are incurred for the acquisition of different fixed assets. Besides, expenditures which increase the earning capacity of present business fixed assets and these types of expenditure also known as capital expenditure (Burman and Slemrod, 2013). These types of expenditures also include the different cost of purchases which are directly related to bringing and transformation of the fixed assets like installation cost, delivery costs and so on. Some common forms of capital expenditures are the purchase of machinery, the installation cost of machinery, a delivery fee of fixed assets, legal charges, maintenance and up-gradation costs, cost of replacing etc. Capital expenditure increases the fixed asset of the business entity and decreases the current asset like cash.
Revenue expenditure
  Revenue expenditures are those which are incurred for running and maintaining the operational activities and these types of expenditure occurred for short periods like 6 months or one year (Balint, 2011). There are different types of revenue expenditures within the organisation and these expenditures need to recognize within the current financial period. These types of expenditures occur on a daily basis and these accounts are included on the profit and loss account of the business entity. Revenue expenditures are related to the operating profit of an organisation as when profit increased then revenue expenditures are also increased. Some common forms of revenue expenditures are salaries, office rent, electricity bill, repair costs, daily maintenance cost, office maintenance charges, renewal expenses, etc. (Reider, 2008).  

Here some common distinction between capital expenditure and revenue expenditure are discussed below. 
	Capital expenditure
	Revenue expenditure

	Capital expenditure is those expenditures which are incurred for acquiring long-term assets and these expenditures also contribute to increasing the operation earning of a business entity. 
	The expenditures which are occurred for maintaining and running the operating activities for a short-term duration. 

	Capital expenditures are incurred for getting long-term benefits and welfare of the business organisation. 
	Revenue expenditures are occurred for short term benefit e.g. benefit for 6months, 1year or current financial year.

	These types of expenditures are incurred for more than one year and these expenditures are held for long term basis.
	These expenditures are held for a short time period like six months, 1 year or for one financial year of a business entity. 

	Capital expenditures are shown in the balance sheet.
	Revenue expenditures are included in the profit and loss account of the business entity.

	These types of expenditures are always capitalized for a long term basis.
	Revenue expenditures are not capitalized for long term basis. 

	These type expenditures are non-recurring in nature.
	These expenditures are recurring in nature.

	These types of expenditures increase companies’ productivity and financial performances.
	Revenue expenditures contribute to run the business operations smoothly. 

	These expenditures are relevant with historical costing principle of accounting. 
	These expenditures are related to the revenue recognition principle of accounting. 

	There are no sub-categories of capital expenditures.
	Revenue expenditures have two categories one is direct expenses and the other is indirect expenses. 
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Accounting is a part and parcel for any types of business organisation as it contributes the business entities to take right decisions in rights time for achieving organisational goals and objectives. Moreover, accounting is also urgent for ensuring accountability within the organisation. Accounting is a very significant part of any kind of business organisation as it provides different techniques, standards, methods for increasing the quality of bookkeeping system and other financial information systems. It also contributes to minimize the extra costing and wastage of organisational resources and increase the financial performance and output of the organisation. So business firms should apply different techniques and principle of accounting for their financial reporting performance and thus they will able to achieve sustainability and long term goals and objectives. 
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