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[bookmark: _Toc7544539]Introduction
In this particular assignment, proper evaluation of the journal entries are successfully emphasized with proper ledger accounts of the respective trading companies. In this report, the identification of the statement of profit and loss and balance sheet has been successfully showcased. Moreover, the difference between the capital and revenue expenditure are successfully justified. 
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a) Ledger accounts and Journal entry
Maxim Trading Books of Accounts
Journal for April 30th 
	
	Items 
	Ledger / Folio 
	(Debit) Amount 
	(Credit) Amount 

	April 5
	Cash Account ----------Debit 
 To Capital Account Credit 
	
	£ 300
	
£ 300

	April 7
	Purchase Account -----------Debit 
 To Cash Account Credit 
	
	 £ 200
	
£ 200

	April 8
	Cash Account -----------Debit 
            To Tatiana’s Loan   Account Credit
	
	£250
	
£ 250

	April 15 
	Motor Van Account -----------Debit 
                   To Cash Account Credit
	
	£ 150
	
£ 150

	April 20
	Cash Account -----------Debit 
To Sales Account Credit
	
	£ 350
	
£ 350

	April  28
	Rent Account -----------Debit 
To Cash Account Credit
	
	£ 50
	
£ 50

	April  29
	Loan Account -----------Debit
                        To Cash Account Credit
	
	£ 200
	
£ 200

	April  30
	Bank Account ---------Debit
To Cash Account Credit
	
	£ 60
	
£ 60



Maxim Trading 
Relevant ledger Accounts

	 Debit side                                                       Cash Accounts                                   Credit Side                        

	Capital Account
	£ 300
	Purchase Account
	£ 200

	 Tatania’s Loan Account
	£ 250
	Motor Van Account
	£ 150

	Sales Account
	£ 350
	Rent Account
	£ 50

	
	
	Loan Account
	£200

	
	
	Bank Account
	£ 60

	
	
	Balance carried forward
	£240

	
	£900
	
	£ 900

	Balance brought forward
	£ 240
	
	




	Debit side                                           Capital Accounts                                               Credit side

	To balance carried forward
	£ 300
	By Cash Accounts
	£ 300

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 300
	
	£ 300

	
	
	By balance carried forward
	£ 300



	Debit Side                                             Capital Accounts                                           Credit Side 

	To balance carried forward
	£ 300
	By Cash Accounts
	£ 300

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 300
	
	£ 300

	
	
	By balance brought forward
	£ 300



	Debit Side                                      Purchase Accounts                                               Credit Side 

	To cash Accounts
	£ 200
	By balance carried forward
	£ 200

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 200
	
	£200

	To balance brought forward
	£ 200
	
	



	Debit side                            Tatiana’s Loan Accounts                                               Credit Side 

	To balance carried forward
	250
	By cash Accounts
	250

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	250
	
	250

	
	
	By Balance brought forward
	250



	Debit Side                                              Loan Accounts                                               Credit Side 

	To Cash Accounts
	£ 200
	By balance carried forward
	£ 200

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 200
	
	£ 200

	To balance brought forward
	£ 200
	
	




	Debit Side                                   Motor Van  Accounts                                               Credit Side 

	To cash Accounts
	£ 150
	By balance carried forward
	£ 150

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 150
	
	£ 150

	To balance brought forward
	£ 150
	
	



	Debit Side                                             Rent Accounts                                               Credit Side 

	To cash Accounts
	£ 50
	By balance carried forward
	£ 50

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 50
	
	£ 50

	To balance brought forward
	GBP  50
	
	



	Debit Side                                              Sales Accounts                                               Credit Side 

	To Balance  carried forward
	£ 350
	By Cash Accounts
	£ 350

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 350
	
	£ 350

	To balance brought forward
	£ 350
	
	



	Debit Side                                             Bank Accounts                                               Credit Side 

	To cash Accounts
	£ 60
	By balance carried forward
	£ 60

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 60
	
	£ 60

	To balance brought forward
	£ 60
	
	



b. List of accounts
Maxim Trading 
Trial Balance
	Particulars
	l/f
	Amt (Debit Side)
	Amt (Credit Side)

	Cash Accounts
	
	£ 240
	

	Capital Accounts
	
	
	£ 300

	Purchase Accounts
	
	£ 200
	

	Tatiana’s Loan Accounts
	
	
	£ 250

	Motor Van Accounts
	
	£ 150
	

	Rent Accounts
	
	£ 50
	

	Sales Accounts
	
	
	£350

	Bank Accounts
	
	£ 60
	

	Loan Accounts
	
	£ 200
	

	Balance in Total 
	
	£ 900
	£ 900




(c) Statement of P/L 
Maxim Trading
Profit and Loss Accounts
	Particulars
	Debit Side 
	Credit Side 

	Sales or Revenue of firm
	
	£ 350

	(-) COGS
	
	

	Purchase of the firm
	£ 200
	

	(-) Closing Stock  valuation of the firm
	£3 100
	

		Total COGS 
	£ 100
	

	Gross Profit of the firm
	
	£ 250

	(-) Rent paid for the firm 
	
	£ 50

	Net Profit of the firm
	
	£ 200



Maxim Trading
Balance Sheet of the firm
	Assets valuation:
	
	

	Fixed Assets  of the firm (Motor Van) 
	£150
	

	Cash valuation of the firm
	£ 240
	

	Bank valuation of the firm
	£ 60
	

	Closing Stock valuation of the firm
	£ 100
	

	Total Assets of the firm 
	£ 550
	

		 Liabilities Valuation:
	
	

	Tatiana’s Loan for the business
	
	£250

	Capital  Induced 
	
	£ 300

	Total Liabilities of the firm
	
	£ 550
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a) Ledger and journal entries 
	Pendo books of Accounts
Journal for Jan 31
	Date 
	Descriptions
	Ledger / Folio
	 (Debit) Amount 
	(Credit) Amount 

	Jan 1 
	Cash Account-----------Debit 
 To Capital Account Credit
	
	£ 5000
	
£ 5000

	Jan 2  
	Motor Van Account-----------Debit 
 To Cash Account  Credit
	
	£ 600
	
£ 600

	Jan 3  
	Purchase  Account-----------Debit 
                   To Cash Account Credit
	
	£ 1300
	
£1300

	Jan 4 
	Cash Account-----------Debit 
          To Sergei’s Loan Account   Credit 
	
	£1000
	
£ 1000

	Jan  10 
	Motor Van Account-----------Debit 
To Cash Account   Credit 
	
	£ 200
	
£ 200

	Jan  13 
	Cash Account-----------Debit 
To Sales Account Credit 
	
	£ 300
	
£ 300

	Jan 20 
	Cash Account-----------Debit 
                     To Sales Account   Credit 
	
	£500
	
£ 500

	Jan 24 
	Storage Expenses Account---------Debit
To Cash Account  Credit
	
	£ 150
	
£150

	Jan 27 
	Sergei’s Loan Account------------Debit
To Cash Account
	
	£ 350
	
£ 350

	Jan 30 
	Bank Account-----Debit 
To Cash Account    Credit
	
	£ 175
	
£ 175



Pendo’s Books of Accounts
Ledger Accounts 
	Debit Side                                   Cash Account                                                           Credit Side 

	To Capital Account
	£ 5000
	By Purchase Account
	£ 1300

	To Sergei’s Loan Account
	£1000
	By Motor Van Account
	£ 600

	To Sales Account
	£ 300
	By Motor Van Account
	£200

	To Sales Account
	£ 500
	By storage expense Account
	£ 150

	
	
	By Sergei’s Loan Account
	£ 350

	
	
	By Bank Account
	£ 175

	
	
	
	

	
	
	By Balance carried down
	£ 4025

	
	£ 6800
	
	£ 6800

	To Balance brought forward
	
	
	



	Debit Side                                                      Bank Account                                       Credit Side 

	To Cash 
	£ 175
	By balance carried down
	£ 175

	
	
	
	

	
	£175
	
	£ 175

	To balance brought forward
	£ 175
	
	



	Debit Side                                                    Capital Account                                      Credit Side 

	To balance carried down 
	 £5000
	By Cash
	£ 5000

	
	£ 5000
	
	£ 5000

	
	
	By balance brought forward
	£ 5000



	Debit Side                                 Sergei’s Loan Account                                               Credit Side 

	To Cash
	350
	By Cash Account
	£ 1000

	
	
	
	

	
	
	
	

	
	
	
	

	To balance carried down
	£ 650
	
	

	
	
	
	

	
	£ 1000
	
	1000

	
	
	By balance brought forward
	£ 650



	Debit Side                                             Sales Account                                       Credit Side 

	To Balance  carried down
	£ 800
	By Cash Account
	£ 300

	
	
	By cash Account
	£ 500

	
	
	
	

	
	£ 800
	
	£ 800

	To balance brought forward
	£ 800
	
	



	Debit Side                                     Motor Van Account                                               Credit Side 

	To Cash Account
	£ 600
	By Balance carried down
	£ 800

	To cash Account
	£ 200
	
	

	
	
	
	

	
	£ 800
	
	£ 800

	
	
	
	



	Debit Side                                        Purchase Account                                               Credit Side 

	To Cash 
	£ 1300
	By Balance Carried down
	£ 1300

	
	
	
	

	
	£ 1300
	
	£ 1300

	To balance brought forward
	£ 1300
	
	



	Debit Side                          Storage Expenses Account                                               Credit Side 

	To Cash 
	£ 150
	By Balance Carried down
	£ 150

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 150
	
	£ 150

	To balance brought forward
	£ 150
	
	



(b) Trial Balance of the firm.
Pendo Books of Account
Trial balance
	Heads of Accounts
	(Debit Side) Amount
	(Credit Side) Amount 

	Cash Account
	£ 4025
	

	Capital Account
	
	£ 5000

	Purchase Account
	£ 1300
	

	Sergei’s Loan Account
	
	£ 650

	Motor Van Account
	£ 800
	

	Storage Expenses Account
	£ 150
	

	Sales Account
	
	£ 800

	Bank Account
	£ 175
	

	Balance of the Accounts
	£ 6450
	£ 6450



(c) Statement of profit and Loss and Balance sheet  
Pendos books of accounts
Profit and loss statement
	Heads of Accounts
	
	

	Sales or revenue of the firm
	
	£ 800

	(-) COGS for the firm
	
	

	Purchase value of the firm
	£ 1300
	

	(-) Closing Stock Valuation of the firm
	 £ 800
	

		Total COGS for the firm
	£ 500
	

	Gross Profit of the firm
	
	£ 300

	(-) Storage Expenses of the firm
	
	£ 150

	Net Profit of the firm
	
	£ 150



In the books of Maxim Trading
Statement of Financial Position as at 30th April
	Assets Value:
	
	

	 Motor Van as Fixed Assets
	£ 800
	

	Cash balance of the firm
	GBP 4025
	

	Bank balance of the firm
	£ 175
	

	Closing Stock valued for the firm
	£ 800
	

	Total Assets Valued
	£ 5800
	

		 Liabilities Value:
	
	

	Sergei’s Loan valued for the organization
	
	£ 650

	Net profit achieved for the firm
	
	£ 150

	Capital  induced for the firm
	
	£ 5000

	Total Liabilities valued
	
	£ 5800
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(a) Closing the ledger accounts for the firm
Mafuta Books of Accounts
Ledger heads for accounts
	Debit Side                                   Cash Account                                                           Credit Side 

	To balance brought forward
	£ 343
	By Purchase Account
	£  75

	To Smith Account
	£ 18
	By Office Desk Account
	£ 32

	To Harvey Account
	£ 25
	By Wages Account
	£ 15

	To Sales Account
	£ 64
	By Office Expenses Account
	£ 3

	To Sales Account
	£ 30
	By Wages Account
	£ 17

	To Sales Account
	£ 110
	
	

	To Sales Account
	£ 84
	By Wages Account
	£12

	
	
	By Max Account
	£ 21

	
	
	By Rich Account
	£ 162

	
	
	By Wages Account
	£ 14

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	By Balance carried down
	£ 323

	
	£ 674
	
	£ 674

	To Balance brought forward
	£ 323
	
	



	Debit Side                                           Harvey Account                                               Credit Side 

	To balance brought forward
	£ 39
	By Cash Account
	£ 25

	To Sales 
	£ 124
	
	

	
	
	By Balance carried down
	£ 138

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 163
	
	£ 163

	To balance brought forward
	£ 138
	
	



	Debit Side                                                Sales Account                                               Credit Side 

	To Cash Account
	£ 1300
	By Harvey Account
	£ 124

	
	
	
	

	
	
	By Cash Account
	£ 64

	
	
	By cash Account
	£ 110

	To balance carried down
	£ 412
	By Cash Account
	£ 84

	
	
	By Cash Account
	£ 30

	
	£ 412
	
	£ 412

	
	
	By Balance brought forward
	£ 412



	Debit Side                                          Wages Account                                               Credit Side 

	To Cash Account 
	£ 12
	By Balance Carried down
	£ 58

	To Cash Account 
	£ 14
	
	

	To Cash Account 
	£ 17
	
	

	To Cash Account 
	£ 15
	
	

	
	
	
	

	
	
	
	

	
	£ 58
	
	£ 58

	To balance brought forward
	£ 58
	
	



	Debit Side                                        Purchase Account                                               Credit Side 

	To Rich Account 
	£ 150
	By Balance Carried down
	£ 225

	To Cash Account
	£ 75
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 225
	
	£ 225

	To balance brought forward
	£ 225
	
	



	Debit Side                                              Smith Account                                               Credit Side 

	To Balance carried down
	£ 18
	
	

	
	
	By Cash
	£ 18

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 18
	
	£ 18

	
	
	By Balance Brought forward
	£ 18



	Debit Side                                                Max Account                                               Credit Side 

	To Cash Account
	£ 21
	By Balance brought forward
	£ 21

	
	
	
	

	
	£ 21
	
	£ 21

	
	
	
	



	Debit Side                                                Rich Account                                               Credit Side 

	To Cash Account
	 £ 162
	By balance brought forward
	£ 12

	
	
	By Purchase Account
	£ 150

	
	
	
	

	
	£ 162
	
	£ 162

	
	
	
	



	Debit Side                                   Office Desk Account                                               Credit Side 

	To Cash Account
	£ 32
	By Balance Carried down
	£ 32

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	£ 32
	
	£ 32

	To balance brought forward
	£ 32
	
	



	Debit Side                             Office Expenses Account                                               Credit Side 

	To Cash Account 
	3
	By Balance Carried down
	3

	
	
	
	

	
	3
	
	3

	To balance brought forward
	3
	
	



 (b) Extract a trial balance at 31 January.
Mafuta books of Accounts
Trial Balance 
	Particulars
	Ledger / folio 
	Debit Side  (Amount)
	Credit Side (Amount)

	Cash Account
	
	£ 323
	

	Office Desk Account
	
	£ 32
	

	Purchase Account
	
	£ 225
	

	Harvey  Account
	
	£ 138
	

	Wages Account
	
	£ 58
	

	Sales Account
	
	
	£ 412

	Office Expenses paid
	
	£ 3
	

	Owner’s Equity Valued
	
	
	£1049

	Moon paid
	
	£26
	

	Opening Stock Valued
	
	£ 458
	

	Furniture of the firm
	
	£198
	

	Balance of the Accounts
	
	£ 1461
	£1461



Equity Valuation of the firm = Total value of the Assets – Current Liability of the firm = GBP 1082 – (GBP 12 + GBP 21) = GBP 1049 
(c) Statement of Profit and Loss and balance Sheet 
Mafuta Books of Accounts
Profit and Loss Statement
	Particulars
	
	

	Organizational Sales or Revenue
	
	£ 412

	(-) COGS
	
	

	Valuation of Opening Stock
	£ 458
	

	Purchase made by the firm
	£ 225
	

	Wages paid by the firm
	£ 58
	

	(-) Valuation of Closing Stock 
	£ 374
	

		Total COGS 
	£ 367
	

	Gross Profit Valuation of the firm
	
	£ 45

	(-) Office Expenses paid by the firm 
	
	£ 3

	Net Profit Valuation of the firm
	
	£ 42



Mafuta Books of Accounts
Balance Sheet 
	Total Assets:
	
	

	Fixed Assets (Furniture) 
	£ 198
	

	Cash 
	£323
	

	Receivables (Moon, Harvey) 
	£ 164
	

	Office Desk
	£ 32
	

	Inventory
	£ 374
	

	Total valuation of Assets
	£ 1091
	

		Total Liabilities:
	
	

	
	
	

	Net profit valuation
	
	£ 42

	Equity valuation 
	
	£ 1049

	Total valuation of Liabilities
	
	£ 1091
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Ricardo’s Books of Accounts 
Journal Entry
	Date 
	Head of Accounts
	Ledger / Folio
	 (Debit) Amount 
	(Credit) Amount

	Jun 2 
	Claire Account-----------Debit 
 To Sales Account   Credit
	
	£ 8500
	
£ 8500

	Jun 13   
	Purchase Account-----------Debit 
 To Georgina Account   Credit
	
	£ 12000
	
£12000

	Jun 14   
	Hywel Account-----------Debit 
                   To Sales Account   Credit
	
	£ 8550
	
£ 8550

	Jun 20  
	Cash Account-----------Debit 
                   To Sales Account   Credit
	
	£6000
	
£ 6000

	Jun 21  
	Purchase Account-----------Debit 
To Andrew Account Credit
	
	£ 4500
	
£ 4500

	Jun 22  
	Return Inwards Account-----------Debit 
To Claire Account  Credit
	
	£ 1000
	
£ 1000

	Jun 24  
	Mandy Account-----------Debit
                           To Sales Account  Credit
	
	£ 5000
	
£ 5000

	Jun 24 
	        Cash Account---------Debit
Discount allowed Account ----------Debit 
To Claire Account  Credit
	
	£ 7125
£ 375
	

£ 7500

	Jun 25 
	Cash Account------Debit
		             To Hywel Account
	
	£ 8550
	
£ 8550

	Jun 25 
	Georgina Account------Debit
To Discount Received  Account  Credit
                         To Cash Account  Credit
	
	£12000
	
		   £ 840
            £ 11160

	Jun 27 
	Andrew Account---------------Debit         	
    To Discount Received  Account Credit
     To Cash Account  Credit
	
	£ 4500
	
£ 90
£ 4410



Ricardo Books of Accounts
Trial balance
	Heads of Accounts
	Ledger / folio
	Debit (Amount)
	Credit (Amount)

	Cash Account
	
	£ 6105
	

	
	
	
	

	Purchase Account
	
	£ 16500
	

	
	
	
	

	Return Inward Account
	
	£1000
	

	Sales Account
	
	
	£ 28050

	Discount Allowed Account
	
	£ 375
	

	Discount Received Account
	
	
	£ 930

	Mandy Account
	
	£5000
	

	
	
	
	

	Balance of accounts
	
	£ 28980
	£ 28980
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In every business operation, organizations are highly entitled towards the activities of formulating the expenses borne due to the sale and also purchase of the goods that have been manufactured. It is important to understand that the expenses or the business costs are usually considered as the expenditure and has incurred the efficiency with further returns. Thus, the business expenses are successfully categorized as the capital expenses and the revenue expenses. Capital expenditure has been considered as the business expenditure, which needs to acquire an asset for improving the entire capacity achieved for making the purchase of the assets. In order to identify the situation, the amount concerning the entire valuation has been allocated by the organization in order to make proper purchase of an asset with a long-term valuation in order to boost the operational capacity for the existing capital assets. In accordance to the international Accounting Standards, it is identified that the capital expenditure are targeted to attained growth through the business by increasing the profitability and also decreasing the entire cost required for the production purposes. Therefore, the capital spending has aimed towards for taking care regarding the future economic benefits within an organization (Obeng, 2015). Thus, the investments made on a long-term basis have enabled the business for creating a financial gain in the forthcoming financial years. Therefore, an organization when purchase a machine or else install any new machinery or equipment for improvement of entire production must enhance their profitability in the long run. The revenue expenditure has involved has involved the aspects of the operational activities that have been sustained within the business on a regular interval. It is simply the business expenses where different stationery items required within the business like the salaries as well as maintenance and also inventory. The significant differences have gathered among the revenue and also the capital expenditure for improvement of the generalized earnings within the firm. It is evaluated that the capacity of the respective business and also the revenue expenses are aimed through maintaining the entire capacity of earning. Therefore, for understanding, the different points are determined which are as follows:
Capital expenditure has empowered the long-term influences on the respective business and it is not considered to be exhausted with the activities sustained within the accounting period. Therefore, it will directly endeavour the benefits, which are highly received within the current accounting period. While, the revenue expenditure is adjusted through short-term perception that can easily fetch proper directives within the current accounting period (Reid, 2018). 
Capital expenditure has to observe the asset valuation that needs to be procured with the value deriving the asset consideration in order to make proper improvement. Moreover, the revenue expenditure has not generated the acquisition or the enhancement of the asset valuation. 
The capital expenditure has empowered some physical existence as it has been incurred in respect with the business specialization that used within the daily operations of business. 
Capital expenditure is also considered as non-recurring in nature as revenue expenditure that is regular has always occurred repeatedly. 
The respective portions of the capital expenditure are generally shown within the trading profit and also loss account and the respective balance has been identified within the asset side in the financial statement balance sheet. On the other hand, the revenue expenditure is considered as the entire amount within the income statement and profit and loss account that simultaneously derive the business action successfully (Musa and Jelilov, 2016). 
Capital expenditure is showcased within the balance sheet but revenue expenditure is not shown within the balance sheet. 
The capitalization processes are achieved from capital expenditure but in revenue expenditure proper capitalization of the values are not successfully segregated. 
In consideration with the revenue of the firm, it is identified that the capital expenditure do not make reduction of the entire revenue within the business. Therefore, acquisition of the fixed assets does not influence the revenue of the business. The revenue expenditure has also influence and reduces the business profits successfully. 
Thus as an owner of the business it is highly essential in underpinning both the capital and also revenue expenditure as both are justified to be more important for attaining the business growth and also profit making. The instances help the business in earning profits within the current as well as forthcoming financial years. Thus, capital expenditure assists in procuring the assets of the firm, which will directly insist the organization in shaping their future aspects. On the other hand, no such asset has been attained with the revenue expenditure, which assists in maintaining the day to day business procedure. 
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It is observed that the entire financial statements displayed on the basis of the journal entries and ledger are successfully accompanied within the report. Vivid description of the difference among the capital and revenue expenditure are discussed on the basis of International Accounting Standards. 
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