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There are a number of functions, which accounting is observed to be displaying within the context of all business enterprises. As stated by Schroeder et al. (2019), accounting shows a pivotal role for the running of businesses. This is since it assists companies for maintenance of a track on expenditures and income, while ascertaining statutory compliances. At the same time, accounting also provides the management, government and the investors with suitable quantitative information that might be utilised for business decision-making. Accounting is also essential in nature for businesses for the reporting and accumulation of financial information regarding its performance, cash flows and financial standing. 
The few basic elements of accounting within a business include income statement, balance sheet, trial balance, journal entries and ledger accounts. The journal entries act as the first step within the cycle of accounting, which is utilised for keeping record of business transactions during a certain period (Warren and Jones, 2018). Contrastingly, Hoggett et al. (2018) mentioned that the ledger accounts of a business are comprised of a record of its transactions while maintenance of data for each transaction. It is with the means of the journal entries and the trial balance that a business prepares its trial balance. The trial balance acts as the statement wherein a company’s debit and credit is recorded within a double entry accounting book, wherein any disagreement shows an error (Maynard, 2017). 
Similarly, based upon the trial balance, income statements in an entity together with its balance sheet are created. The income statements of an entity presents the financial results obtained from it considering its incomes and expenses, thereby indicating profits or losses incurred (Kieso et al., 2019). Contrastingly, Phillips et al. (2015) stated that balance sheets created in companies provide a snapshot on its financial standing through showing capital structure and the total assets. 
This report comprises of the passing of journal entries while using them to prepare ledger accounts within the context of four differing businesses. It also comprises of creating trial balance, followed by income statements and balance sheets of these respective businesses. On the other hand, the two differing sorts of expenditures made in companies, the capital expenditure and the revenue expenditure have been discussed in detail. There has been a detailed distinction made between these two classes of expenditure considering the International Standards for Accounting. 

[bookmark: _Toc28082332]TASK 1
Within the journal entries, which have been mentioned in the section below, there is a detailed description made on the transactions within the credit and debit structure for Maxim. It is inclusive of date, the amount of credits and debits taking place within the organisation along with a headline of each account. There is going to be a credit entry made or the transactions such as cash paid, capital, increase in accounts payables, sales and loan taken. On the other hand, transactions such as drawings of cash from business, an increase in accounts receivables, purchases made and returns from sales would result in a debit entry.  
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General Ledger 
Based upon the journal entries of an organisation, there is a preparation of varying ledger accounts. A general ledger is a ledger account wherein there is a record kept of the journal entries of a company, which are posted in a T-format and are used as the base for preparing its trial balance. 
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Trial Balance on April 30th 
The trial balance created within organisational contexts for the ascertainment of the mathematical accuracy in the books of accounts in companies (Gupta, 2016). The following is the trial balance created for Maxim to ensure the equality of its credit and debit transactions. 
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Income Statement showing profit & losses for period ending April 30th 
In the below section, there has been the income statement created for Maxim for the period of April for the derivation of the amount of profits or losses the organisation generates. The net profit for the entity has been determined by deduction of all expenses from total sales. 
	Description 
	 Debit  
	 Credit  

	Sales 
	 
	 £     350.00 

	(-) Cost of sales 
	 
	 

	Purchases 
	 £     200.00 
	 

	(-) Closing stock
	 £     100.00 
	 £     100.00 

	Gross profit 
	 
	 £     250.00 

	(-) Other expenses 
	 
	 

	Rent payment 
	 £       50.00 
	 

	Total expenses 
	 £       50.00 
	 £       50.00 

	Net Profit 
	 
	 £     200.00 



Financial Position Statement as on April 30th 
Balance Sheet 
The following is Maxim’s balance sheet, which provides an outline of the worth of a company’s total liabilities, net capital and total assets at the end of April - 
	Description 
	Debit 
	Credit 

	I. Total Assets
	 
	 

	Fixed Assets … (i)
	 
	 

	Motor Van 
	 £ 150.00 
	 

	Total Fixed Assets 
	 
	 £ 150.00 

	Current Assets … (ii) 
	 
	 

	Closing stock 
	 £ 100.00 
	 

	Cash 
	 £ 240.00 
	 

	Total Current Assets 
	 
	 £ 340.00 

	Total Assets (i) + (ii)
	 
	 £ 490.00 

	II. Total Liabilities
	 
	 

	Current Liabilities … (i)
	 
	 

	Loan from Tatiana
	 
	 £   50.00 

	Total Liabilities
	 
	 £   50.00 

	Capital
	 £ 300.00 
	 

	(+) Net profit
	 £ 200.00 
	 

	Gross Capital
	 £ 500.00 
	 

	(-) Drawings
	 £   60.00 
	 

	Net Capital … (ii)
	 
	 £ 440.00 

	Total Capital + Liabilities (i) + (ii)
	 
	 £ 490.00 


[bookmark: _Toc28082333]
TASK 2
The below tables comprises of the journal entries passed and recorded for the business entity of Pendo. It comprises of the maintenance of records not only the commencement of the business but various other transactions in it, for example, purchasing motor van, receiving loans, and such others. There are a corresponding credit entry for all debit entries for the organisation, shown in the below journal. 
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General Ledger 
The below are the commonly prepared and all relevant ledger accounts prepared within Pendo’s books of accounts - 
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Trial Balance on Jan 31st 
The trial balance underneath provides a detailed list of the individual ledger accounts of Pendo indicating the accuracy in the total debits of the entity with its total credits. 
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Income Statement showing profit & losses for period ending Jan 31st
The income statement below is for the Pendo, which highlights the company’s sales, cost of sales, gross income, other expenses and finally the net profit it has earned during January. 
	Description 
	 Debit  
	 Credit  

	Sales 
	 
	 £       800.00 

	(-) Cost of sales 
	 
	 

	Purchases made
	 £  1,300.00 
	 

	(-) Closing stock
	 £     800.00 
	 £       500.00 

	Gross profit 
	 
	 £       300.00 

	(-) Other expenses 
	 
	 

	Motor van expenditure 
	 £         200.00 
	 

	Loan from Sergei 
	 £     350.00 
	 

	Storage expenditure 
	 £     150.00 
	 £       700.00 

	Net Profit 
	 
	- £      400.00 



Financial Position Statement as on Jan 31st 
Balance Sheet
The below financial position statement provides a detailed list of the varying assets, liabilities along with the constituents of the entity’s capital structure - 
	Description 
	Debit 
	Credit 

	I. Total Assets
	 
	 

	Fixed Assets … (i)
	 
	 

	Motor Van 
	 £     600.00 
	 

	Total Fixed Assets 
	 
	 £       600.00 

	Current Assets … (ii) 
	 
	 

	Closing stock 
	 £     800.00 
	 

	Cash 
	 £  4,025.00 
	 

	Total Current Assets 
	 
	 £    4,825.00 

	Total Assets (i) + (ii)
	 
	 £    5,425.00 

	II. Total Liabilities
	 
	 

	Current Liabilities … (i)
	 
	 

	Loan from Sergei
	 
	 £    1,000.00 

	Total Liabilities
	 
	 £    1,000.00 

	Capital
	 £  5,000.00 
	 

	(+) Net profit
	-£    400.00 
	 

	Gross Capital
	 £  4,600.00 
	 

	(-) Drawings
	 £     175.00 
	 

	Net Capital … (ii)
	 
	 £    4,425.00 

	Total Capital + Liabilities (i) + (ii)
	 
	 £    5,425.00 





[bookmark: _Toc28082334]TASK 3
The following are the journal entries passed within the context of Mafuta, in similar manner as the two businesses in the above section, showing each debit and credit within it. All transactions have been recorded in a serial way by assorting them as per their dates. 
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General Ledger 
The below are the Pendo’s ledger accounts, which have been prepared using the T-format - 
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Trial Balance on Jan 31st 
With reference to the ledger accounts that have been shown in the above part, Mafuta’s trial balance has been drafted and presented underneath - 
	Description 
	Debit 
	Credit 

	Office expense 
	 £            3.00 
	

	Cash
	 £        323.00 
	

	Accounts receivables from Harvey 
	£        138.00 
	

	Purchase 
	 £        258.00 
	

	Fittings & Furniture 
	£        198.00 
	

	Inventories 
	£       458.00
	

	Accounts receivables from Moon 
	 £          26.00 
	

	Wages 
	 £          58.00 
	

	Office desk 
	 £          32.00 
	

	Sales revenue 
	
	£       495.00

	Capital 
	
	£        999.00 

	
	 £    1,494.00 
	 £    1,494.00 



Income Statement showing profits & losses for period ending Jan 31st
Considering the balances in the individual ledger accounts of the business, Mafuta’s income statement has been attached underneath for the span of January -
	Description 
	 Debit  
	 Credit  

	Sales 
	 
	 £    412.00 

	(-) Cost of sales 
	 
	 

	Purchases made
	 £    225.00 
	 

	(-) Closing stock
	 £    374.00 
	 

	Inventories 
	 £    458.00 
	

	Net cost of sales 
	
	 £        309.00 

	Gross profit 
	 
	 £        103.00 

	(-) Other expenses 
	 
	 

	Office expenditure 
	 £       3.00 
	 

	Wages 
	 £      58.00 
	 

	Total other expenses 
	 
	 £      61.00 

	Net Profit 
	 
	 £      42.00 



Financial Position Statement as on Jan 31st 
Balance Sheet
Based over the account balances during the beginning of January in Mafuta, the below balance sheet has been prepared and presented -
	Description 
	Debit 
	Credit 

	I. Total Assets
	 
	 

	Fixed Assets … (i)
	 
	 

	Office desks
	 £      32.00 
	 

	Fitting & Furniture 
	 £    198.00 
	 

	Total Fixed Asset
	 
	 £    230.00 

	Current Assets … (ii)
	 
	 

	Closing stock 
	 £    374.00 
	 

	Cash 
	 £    323.00 
	 

	Accounts receivables from Harvey 
	 £    138.00 
	 

	Accounts receivables from Moon 
	 £      26.00 
	 

	Total Current Asset 
	 
	 £    861.00 

	Total Assets (i) + (ii)
	 
	 £ 1,091.00 

	II. Total Liabilities
	 
	 

	Current Liabilities
	 
	 

	Loan 
	 
	 £           -   

	Accounts payables 
	 
	 £           -   

	Total Liabilities … (i)
	 
	 £           -   

	Capital
	 £ 1,049.00 
	 

	(+) Net profit
	 £      42.00 
	 

	Gross Capital
	 £ 1,091.00 
	 

	(-) Drawings
	 £        -   
	 

	Net Capital … (ii)
	 
	 £ 1,091.00 

	Total Capital + Liabilities (i) + (ii)
	 
	 £ 1,091.00 







[bookmark: _Toc28082335]TASK 4
Journal entries have been passed underneath in the table with respect to Ricardo, who is the owner of a sole trading business. All entries have been made through the segregation of debits and credits dependent on the dates on which the transactions have been made. In addition, after passing each of the journal entries, there has been a short description provided as the reason behind the transaction. 
	Date 
	Description 
	 Debit  
	 Credit 

	Jun 02
	Credit Sales 
	
	 £    8,500.00 

	
	Accounts receivables from Claire 
	 £    8,500.00 
	

	
	Goods being sold to Claire on credit 
	

	Jun 13
	Accounts payables to Georgina
	
	 £  12,000.00 

	
	Purchases 
	 £  11,160.00 
	

	
	Goods being bought on credit from Georgina 

	Jun 14
	Credit Sales 
	
	 £    8,550.00 

	
	Accounts receivables from Hywel 
	 £    8,550.00 
	

	
	Goods being sold to Hywel on credit 
	

	Jun 20
	Sales to Jane 
	
	 £    6,000.00 

	
	Cash 
	 £    6,000.00 
	

	
	Goods being sold to Claire on cash 
	

	Jun 21
	Accounts payables to Andrew
	 £    4,500.00 

	
	Purchase 
	 £    4,500.00 
	

	
	Goods being bought on credit from Andrew 

	Jun 22
	Claire 
	
	 £    1,000.00 

	
	Return on sales 
	 £    1,000.00 
	

	
	A part of goods sold to Claire on credit now returned 

	Jun 24
	(i)
	
	

	
	Sales 
	
	 £    5,000.00 

	
	Accounts receivables from Mandy 
	 £    5,000.00 
	

	
	Goods being sold to Mandy on credit 
	

	
	(ii)
	
	

	
	Accounts receivables of Ricardo
	 £    7,500.00 
	

	
	Discount on sales 
	
	 £        375.00 

	
	Accounts payable to Claire 
	 £    7,125.00 

	
	Net amount due from Claire being paid off to Ricardo on discount on sales 

	Jun 25
	(i)
	
	

	
	Accounts receivables from Hywel 
	
	 £    8,500.00 

	
	Cash
	 £    8,500.00 
	

	
	Settlement made on the Hywel account in full amount

	
	(ii)
	
	

	
	Discount on purchase 
	
	 £        840.00 

	
	Cash 
	
	 £  11,160.00 

	
	Accounts payables to Georgina
	 £  12,000.00 
	

	
	Payment of total amount due to Georgina from Ricardo against discount 

	Jun 27
	Discount on purchase
	
	 £          90.00 

	
	Cash 
	
	 £    4,410.00 

	
	Accounts payables to Andrew 
	 £    4,500.00 
	

	
	Payment of total amount due to Andrew from Ricardo against discount 

	
	TOTAL 
	 £  78,050.00 
	 £  78,050.00 



General Ledger 
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In all business enterprises, there are differing sorts of expenditures incurred, and the need or motive behind making them also keeps differing. Some of the common reasons for which expenditures need being incurred within businesses include ascertaining effectualness in business operations, making supplier payment, making purchases and varying other aspects. The two main classes of expenditure within business entities include the revenue expenditure and the capital expenditure (Banker et al., 2017). 
The revenue expenditure made within businesses is referred to as the ‘RevEx’ (Nobes, 2015). On the other hand, Shofian et al. (2017) stated that the capital expenditures in businesses are referred commonly as ‘CapEx’. In simple words, the revenue expenditure of entities indicates the routine or regular expenses incurred in them so that it can be spending money to complete its daily activities. For instance, costs spent on an entity’s transactions on maintaining and repairing activities is termed as revenue expenditure. Capital expenditure, on the contrary, relate to the costs incurred so that fixed assets can be acquired within the entity and productive assets can be purchased within it (Chen and Chang, 2019). It is made in order to ensure the abilities of a company to acquire long-term useful assets are increasing. 
There are various points of distinctions that the International Accounting Standards have highlighted between these two sorts of expenditures that businesses incur. For example, the International Accounting Standards distinguishes revenue expenditure from capital expenditure depending upon their size, their consumption and the factor of time. 
In terms of consumption, revenue expenditure can be distinguished from capital expenditure, as capital expenditures are consumed throughout the span of a fixed asset’s useful life. However, when it comes to revenue expenditure, the consumption is seen to be taking place for a small duration of time. On the other hand, when size is considered, capital expenditures can be distinguished from revenue expenditures based upon their threshold valuation (Adamyk and Adamyk, 2017). Whenever expenditure crosses any threshold valuation, it falls under capital expenditure while any expenditure below this threshold valuation is termed as revenue expenditure. Similarly, the occurrence of capital expenditure takes place for a long duration of time, since they are charged slowly depending upon depreciation. However, when the revenue expenditure is spent, the charging of the expenditure is done within the present time or shortly from then on. 
Apart from these ways of distinguishing the revenue expenditure from capital expenditure, the individual International Accounting Standards also point out several differences. For instance, within IAS 18, it is mentioned that revenue expenditure is a necessity for all business enterprises and they are recorded within the income statements only (iasplus.com, 2019). At the same time, it is pointed out from the accounting standard that the matching concept is entirely applicable to this form of expenditure. This is since each receipts of revenue have the ability of being matched with revenue expenditures. On the contrary, within IAS 38, it is highlighted that capital expenditure is composed of capitalisation, which in case of revenue expenditure is not there (iasplus.com, 2019). The recording of the expenditure takes place not only within income statements but also within balance sheets. However, the matching concept is not applicable in the context of capital expenditure since receipts of capital expenditure cannot be matched. 
In addition, it can be found out that each revenue expenditure that a company incurs is recurring in nature (Jin et al., 2015). However, when capital expenditure is incurred, they are not recurring in nature, due to which the benefits from it is achieved for more than a year. In addition to all these aspects or factors, there is another way in which revenue expenditure can be distinguished from capital expenditure depending on their capacities. When business enterprises end up making any capital expenditure, it is done for the ascertaining of the fact that the enterprises are enlarging their capacity of income. Revenue expenditure, on the contrary, is incurred for ensuring the maintaining of an organisation’s capacity of income. 
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24thJune | To Sales 150 ndJune | By Claire Alc 5
D4thJune | ToClare Alc | 425 TéthTume | By Hywel Alc 50
25thune | ToHywel Ale | 450 150
1025 1025





image26.png
Sales Alc

Date Ttems Amt(in £) | Date Ttems
2ndTune | By Claire Alc
T4th June | By Hywel Alc
20th Tune | By Cash Alc
24th Tune | By Mandy Alc
30thTwme | ToBal of 27625 | 24th June | By Discount allowed Alc
27625
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Purchases Alc

Date Ttems Amt(in £) | Date Ttems Amt(in £)

T3thjune | To Georgma Alc | 11160

2stTune | To Andrew Alc 10 30th Tune ByBal of | 15570
15570 15570
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Discount received Alc

Date Ttems Amt(in £) | Date Ttems Amt(in £)
T3thJune | To Georgina Alc | 840 25thTwme | By Georgina Alc | 840
2stTune | To Andrew Alc | 90 27thTume | By Andrew Alc %0

930 930

Georgina Alc
Date | Ttems Amt(nf) |Date Ttems Amt(in £)
25th Tune | To Discount received | 840 T3th June | By Purchases Alc | 11160
Ak
25th Tune | To Cash Alc 11160 T3th June | By Discount EQ
received Alc
12000 12000
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Cah Al

Date Ttems Amt(nf) | Date Ttems Amt(in £)
20thTune | To Sales 6000 25thTwme | By Georgina Alc | 11160
24thTume | To Claire Alc | 6630 2MhTwme | By Andrew Alc | 4500
25thTwme | ToHywsl Alc | 9000 30thTwe | ByBal of 5990

21650 21650

‘Andrew Alc
Date | Ttems Amt(nf) | Date Ttems Amt(in £)
27 To Discount received | 90 2istTune | By Purchases Alc | 4410
Tue Ak
27 To Cash Alc 10 22nd BySales reum | 90
Tune Tune Ak
7500 7500
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Mandy Alc

Date

Ttems Amt(in £) | Date Ttems Amt(in £)
DdhTwme | ToSalesAlc | 5000 30th Tune ByBal of | 5000
3000 3000
Sales Return Al
Date Ttems Amt(n £) | Date Ttems Amt(in £)
20ndTune | To Sales Retm Alc | 1000 30th Tune ByBal of | 1000
1000 1000





image1.png
Date Particulars Notes | Amt (Debits) | Amt (Credits)
542019 ‘Cash Account = £300.00

‘Capital Account: = £300.00
742019 Purchase Account: = £200.00

‘Cash Account = £200.00
$4-2019 Tatiana Account = 25000

Toan Account: = 25000
1542019 ‘Motor Car Account = £150.00

‘Cash Account = £150.00
2042019 ‘Cash Account = 35000

Sales Account: = 35000
2842019 Rent Account = 5000

‘Cash Account = 5000
2942019 Toan Account: = £200.00

Tatiana Account = £200.00
3042019 Drawings Account = £60.00

‘Cash Account = £60.00





image2.png
Date Details Amowt | Date | Details Amount
5419 Capital Account: | £300.00 | 74-19 | Purchase Account: £200.00
20419 Sales Account: £330.00 | 15-4-19 | Motor Car Accownt: | £150.00
28419 Rent Account: £50.00 | 30-4-19 | Drawings Account. £60.00
30-4-19 | Bal. carried down: £290.00

£700.00 £700.00
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Purchase Account:

Date Details Amount | Date Details “Amount
7419 ‘Cash Account £200.00
30419 | Bal carried down: | £200.00
£200.00 £200.00
Capital Account:
Date Details “Amount Date | Details “Amount
5419 | Cash Account £300.00
30419 | Bal carried down: £300.00
£300.00 £300.00





