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Introduction


This is a report compiled of five tasks with similar objectives and different scenarios about the expenses of businesses. The fundamentals which will be covered in the report are ledger account balance and closing, trial balance and further evaluation, preparing a list of accounts and concluding the profitability of each and every business and why, statement of profit and/or loss.
The ledger account is what is present in almost all of the tasks which are to be solved. It indicates any changes in the balance sheet of a business as it provides an account of gains, expenses, liabilities and assets and their values. Generally, a ledger account is seen as a very important part of the accounting fundamental list. Another important fundamental is the trial balance. It is similar to a ledger account but it categorizes the values of different business aspect into debit or credit values. It does not contain any strict or detailed information on the dates in which there is cash inflow or outflow which is its disadvantage in comparison with a ledger account. The next fundamental is the company’s profit or loss statement which likewise the ledger account is present in many of the pointed tasks. This statement above all shows whether a business really is profitable or not in the end of a given time period. This is similar to a ledger account but the advantage of this fundamental is the detail to net cash flow and the precise percentage calculations for the profit and cost. The representation is argued to be clearer than the one of the ledger account – an advantageous aspect.























Task 1: Maxim’s Business Organisation




a) Ledger Account for Maxim’s Business:

All Transactions for Maxim’s business

	Date
	Transaction/Entry
	Debit (£)
Dr.
	Credit (£)
Cr.

	
5/4/19
	
Cash (Dr.)  / Capital (Cr.)
	
300
	
300

	
7/4/19
	
Purchase (Dr.) / Cash (Cr.)
	
200
	
200

	
8/4/19
	
Cash (Dr.) / Loan (Cr.)
	
250
	
250

	
15/4/19
	
Vehicle (Dr.) / Cash (Cr.)
	
150
	
150

	
20/4/19
	
Cash (Dr.) / Sales (Cr.)
	
350
	
350

	
28/4/19
	
Rent (Dr.) / Cash (Cr.)
	
50 
	
50

	
29/4/19
	
Loan (Dr.) / Cash (Cr.)
	
200
	
200

	
30/4/19
	
Withdrawal (Dr.) / Cash (Cr.)
	
60
	
60

	
	
Total
	
1560
	
1560
















The ledger account for Maxim’s business - Cash

	Date
	Debit Transaction
	Amount of Money (£)

	
5th of April
	
Capital Amount
	
300

	
8th of April

	
Loan Amount
	
250

	
20th of April
	
Sales Amount
	
350

	Total
	900



	Date
	Credit Transaction
	Amount of Money (£)

	
7th of April
	
Buying - Sales
	
200

	
15th of April
	
Vehicle – Motor Van
	

150

	
28th of April
	
Rent
	
50

	
29th of April
	
Loan Return
	
200

	
30th of April
	
Account by Drawing
	
60

	
30th of April
	
Balancing Cost
	
240

	Total
	900











The ledger account for Maxim – Loan


	Date
	Debit Transaction
	Value
(£)
	Date
	Credit 
Transaction
	Value
(£)

	
29th of April
	
Cash
	
200
	
8th of April
	
Cash
	
250

	
30th of April
	
Balancing
	
50
	
	
	

	
	
	
	
	
	

	
Total
	
250
	
	
Total
	
250
	






The ledger account for Maxim – Drawing

	
Date
	Debit Transaction
	Value
(£)
	
Date
	Credit Transaction
	Value
(£)

	30th of April
	
Cash
	
60
	
30 of April
	
Balance
	
60

	
Total
	
	
60
	
Total
	
	
60








The general ledger account for Maxim’s business

	Date
	Debit Transaction
	Value
(£)
	Date
	Credit Transaction
	Value
(£)

	7th of April
	Purchase
Cash
	
200
	30th of April
	Purchase
Balance
	
200

	30th of April
	Capital
Balance
	
300
	5th of April
	Capital
Cash
	
300

	28th of April
	Rent
Cash
	
50
	30th of April
	Rent
Balance
	
50

	15th of April
	Vehicle
Cash
	
150
	30th of April
	Vehicle
Balance
	
150

	30th of April
	Sales
Balance
	
350
	20th of April
	Sales
Cash
	
350

	
	
	
	
	
	

	
Total
	
1050
	
	
Total
	
1050
	






b) Trial balance for Maxim’s business:

	Transaction for Trial Balance
	Left - Debit (£) - Expenses
	Right - Credit (£) - Gains

	Other Cash Expense
	240
	

	Good Purchases
	200
	

	Loan Receivables
	
	50

	Vehicle Maintenance
	150
	

	Personal Capital
	
	300

	Sales Made
	
	350

	Withdrawals
	60
	

	Utility bills or Rent
	50
	

	Total
	700
	700


c) Profit and Loss Statement for Maxim’s business:

	
Transaction/Category
	
Value (£)

	
Sales Value (Positive)
	350

	
Goods Sale (Negative)
	100

	
Rent (Negative)
	
50

	
Net value (profit)
	
200




	
Transaction/Category
	
Value (£)

	Stock – Opening (Neutral)
	0

	Purchases (Positive)
	200

	Stock – Closing (Negative)
	100

	Net value (cost)
	100


















Financial Positioning for Maxim’s business – Asset Statement

	
Assets – Non-current and Current
	
Value (£)

	
Motor van (Non-current)
	
150

	
Inventory (Current)
	
100

	
Cash (Current)
	
240

	
Total
	
490


	


Financial Positioning for Maxim’s business – Liabilities

	
Liabilities – Capital/Loan
	
Value (£)

	
Liability: Capital
	
300

	
Withdrawal
	
- 60

	
Net Profit
	
200

	
	
440

	
Liability: Loan
	
250

	
Repaid Loan Amount
	
- 200

	
	
50

	
Total
	
490





Task 2 – Pendo’s Business Organisation




a) Ledger Account for Pendo’s Business: 


With the Exception of Cash 

	
Date
	Debit Transaction

	
Value (£)
	
Date
	Credit Transaction
	
Value (£)

	
	Sales - Balance
	
800
	
13/1/19
	
Sales - Cash
	
300

	
	
	
	
20/1/19
	
Sales - Cash
	
500 (800)

	
3/1/19
	Purchase - Cash
	
1300
	
31/1/19
	Purchase - Balance
	
1300 (1300)

	
2/1/19
	
Vehicle - Cash
	
600
	
31/1/19
	Vehicle - Balance
	
600 (600)

	
10/1/19
	Expenses - Cash
	
200
	
31/1/19
	Expenses - Balances
	
350 (350)

	
24/1/19
	Expenses - Cash
	
150 (350)
	
	
	

	
1/1/19
	
Capital - Cash
	
5000 (5000)
	
31/1/19
	Capital - Balance
	5000 (5000)

	
27/1/19
	
Loan - Cash
	
350
	

	
Loan - Cash
	1000 (1000)

	
31/1/19
	
Loan - Balance
	
600 (1000)
	
	
	

	
	Sergei - Balance
	
1000 (1000)
	
4/1/19
	Sergei - Cash
	1000 (1000)

	
30/1/19
	Drawing - Cash
	
175 (175)
	
31/1/19
	Drawing - Balance
	
175 (175)

	
	
Total
	
10 225
	
	
Total
	
10 225





Ledger account for Pendo’s business – Cash

	
Date
	Debit Transaction
	
Value (£)
	
Date
	Credit Transaction
	
Value (£)

	
1/1/19
	
Capital
	
5000
	
2/1/19
	
Vehicle
	
600

	
4/1/19
	
Sergei
	
1000
	
3/1/19
	
Sales
	
1300

	
13/1/19
	Sales Expense
	
300
	
10/1/19
	Vehicle Expense
	
200

	
20/1/19
	Sales Expense
	
500
	
24/1/19
	
Storage
	
150

	
	
	
	
27/1/19
	
Loan
	
350

	
	
	
	
30/1/19
	
Drawing
	
175

	
	
	
	
31/1/19
	Cash Balance
	
4025

	
	
	
	
	
	

	
Total
	
6800
	

	
Total
	
6800
	




b) Trial Balance for Pendo’s Business: For 31st of January 2019.


	
Trial Balance Category
	
Debit Value (£)
	
Credit Value (£)

	
Cash
	
4025
	

	
Sales
	
	
800

	
Vehicle
	
600
	

	
Loan
	
	
650

	
Made Purchases
	
1300
	

	
Expense
	
350
	

	
Drawing
	
175
	

	
Capital
	
	
5000

	
Total
	
6450
	
6450




c) Profit and Loss Statement for Pendo’s business:


	Transaction/Category
	Value (£)

	
Sales (Positive)
	
800

	
Cost (Negative)
	
500

	
Net Value (profit)
	
300

	
	

	
Operation Expenses (Negative)
	
-350

	
Vehicle (Negative)
	
200

	
Storage (Negative)
	
150

	
Net value (negative profit)
	
-50




	Category Stock
	Value (£)

	
 Stock: Opening
	


	
Sales
	
1300

	
Stock: Closing
	
-800

	
Total
	
500







Financial Positioning for Pendo’s Business

	 
Category
	
Value (£)

	Vehicle Asset (non-current)
	
600

	
Cash Asset (Current)
	
800

	Closing Stock (Current)
	
4025

	
Total Value of Assets
	
5425

	
	

	
Capital
	
5000

	
Loss (Liability)
	
50

	
Withdrawals (Liability)
	
175

	
Short term loan (Liability)
	
650

	
Total Liabilities
	
5425






















Task 3 – Mufata’s Business Organisation



a) Ledger Account for Mufata’s business:

	Date
	Debit Transaction

	Value (£)
	Date
	Credit Transaction
	Value (£)

	31/1/19
	Sales - Balance
	412 (412)
	2/1/19
	Sales - Harvey
	124

	
	
	
	11/1/19
	Sales - Cash
	64

	
	
	
	21/1/19
	Sales - Cash
	110

	
	
	
	28/1/19
	Sales - Cash
	84

	
	
	
	31/1/19
	Sales - Cash
	30 (412)

	23/1/19
	Office - Cash
	3 (3)
	31/1/19
	Office - Balance
	3 (3)

	1/1/19
	Person Harvey - Balance
	39
	23/1/19
	Person Harvey - Cash
	25

	2/1/19
	Person Harvey - Sales
	124 (163)
	31/1/19
	Person Harvey - Balance
	138 (163)

	5/1/19
	Purchases Made - Rich
	150
	31/1/19
	Purchases Made - Balance
	225 (225)

	14/1/19
	Purchases Made - Cash
	75 (225)
	
	
	

	15/1/19
	Person Rich - Cash
	162 (162)
	1/1/19
	Person Rich - Balance
	12

	
	
	
	5/1/19
	Person Rich - Purchase
	150 (162)

	1/1/19
	Furniture - Balance
	198 (198)
	31/1/19
	Furniture - Balance
	198 (198)

	1/1/19
	Inventory - Balance
	458 (458)
	31/1/19
	Inventory - Goods
	84

	
	
	
	31/1/19
	Inventory - Balance
	374 (458)

	1/1/19
	Person Moon - Balance
	26 (26)
	31/1/19
	Person Moon -Balance
	26 (26)

	1/1/19
	Person Smith
	18 (18)
	7/1/19
	Person Smith
	18 (18)

	1/1/19
	Cash - Balance
	343
	5/1/19
	Cash - Wage
	12

	7/1/19
	Cash - Smith
	18
	9/1/19
	Cash - Max
	21

	11/1/19
	Cash - Sales
	64
	14/1/19
	Cash - Wage
	14

	21/1/19
	Cash - Sales
	110
	15/1/19
	Cash - Rich
	162

	23/1/19
	Cash - Harvey
	25
	20/1/19
	Cash - Office
	32

	28/1/19
	Cash - Sales
	84
	21/1/19
	Cash - Wage
	17

	31/1/19
	Cash - Sales
	30
	23/1/19
	Cash - Office
	3

	
	
	
	28/1/19
	Cash - Wage
	15

	
	
	
	14/1/19
	Cash - Purchase
	75

	
	
	
	31/1/19
	Cash - Balance
	323

	
Total
	
674
	
	
Total
	
674
	




b) Trial balance for Mufata’s business: 31st of January



	
Category
	
Debit Transaction (£)
	
Credit Transaction (£)

	
Cash 
	
323
	

	
Sales
	
	
412

	
Wage/Salary
	58
	

	
Office
	
35
	

	
Harvey 
	
138
	

	
Purchase 
	
225
	

	
Inventory 
	
374
	

	
Furniture
	
198
	

	
Moon
	
26
	

	
Capital 
	
	
965

	
Total
	
1377
	
1377




c) Profit and Loss Statement for Mufata’s business:


	
Category
	
Value (£)

	
Sales
	
412

	
Goods Cost
	
309

	
Net Value (profit)
	
103

	
Expense
	

	
Office
	
3

	
Wage
	
58

	
Net Value (profit)
	
42

	
Stock: Opening
	
458

	
Purchases Made
	
225

	
Stock: Closing
	
374

	
Goods cost
	
309

	
	









	Category - Assets
	
 Value (£)
	Category - Liabilities
	
Value (£)

	Furniture (Non-current)
	
198
	
Capital
	
965

	Office (Non-current)
	
32
	
Net Profit
	
42

	
Cash (Current)
	
323
	
Other - Banking
	
84

	Inventory (Current)
	
374
	
	

	
Harvey (Debt)
	
138
	
	

	
Moon (Debt)
	
26
	
	

	
	
	
	

	
Total
	
1091
	
	
1091

	
	
	
	

	
	
	
	



























Task 4 – Ricardo’s Business Organisation


a) Ledger account and trial balance for Ricardo’s business:


	
Date
	Debit Transaction

	
Value (£)
	
Date
	Credit Transaction
	
Value (£)

	
27/6/19
	
Sales - Trade
	28500 (28500)
	
2/6/19
	
Sales - Claire
	
8500

	
	
	
	
14/6/19
	
Sales - Hywel
	
9000

	
	
	
	
20/6/19
	
Sales - Cash
	
6000

	
	
	
	
24/6/19
	
Sales - Mandy
	5000 (28500)

	
22/6/19
	Sales Receivable - Claire
	
1000 (1000)

	
27/6/19
	Sales Receivable - Trade
	1000 (1000)

	
20/6/19
	
Cash – Sales
	
6000
	
25/6/19
	Cash – Georgina
	
11160

	
24/6/19
	
Cash – Claire
	
7125
	
27/6/19
	
Cash - Andrew
	
4410

	
25/6/19
	
Cash – Hywel
	
9000
	
27/6/19
	Cash - Balance
	6555 (22125)

	
	
Cash - Balance
	
		22125
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	



	
Date
	Debit Transaction
	
Value  (£)
	
Date
	Credit Transaction
	
Value (£)

	
24/6/19
	Allowed Discount - Claire
	
375 (375)
	
27/6/19
	Allowed Discount – P&L
	
375 (375)

	
27/6/19
	Received Discount – P&L
	930 (930)
	
25/6/19
	Received Discount – Georgina
	
840

	
	
	
	
27/6/19
	Received Discount – Andrew
	
90 (930)

	
2/6/19
	
Claire - Received
	
8500 (8500)
	
22/6/19
	Claire - Sales
	
1000

	
	
	
	
24/6/19
	Claire – Cash
	
7125

	
	
	
	
24/6/19
	Claire - Discount
	
375 (8500)

	
14/6/19
	Hywel Receivable - Sales
	
9000 (9000)
	
15/6/19
	Hywel Receivable - Cash
	
9000 (9000)

	
24/6/19
	Mandy Receivable - Sales
	
5000
	
27/6/19
	Mandy Receivable - Balance
	
5000 (5000)

	
	Mandy Receivable - Balance
	
5000
	
	
	

	
25/6/19
	Georgina Payable - Cash
	
11160
	
13/6/19
	Georgina Payable - Purchase
	12000 (12000)


	
25/6/19
	Georgina Payable - Discount
	
840 (12000)

	
	
	

	
27/6/19
	Andrew Payable - Cash
	
4410
	
21/6/19
	Andrew Payable - Purchase
	
4500 (4500)

	
27/6/19
	Andrew Payable - Discount
	
90 (4500)
	
	
	




Trial Balance – 27th of June

	Category
	Debit (£)
	Credit (£)

	Sales (Positive)
	
	28500

	Purchase (Negative)
	16500
	

	Cash (Negative)
	6555
	

	Sales (Negative)
	1000
	

	Mandy (Negative)
	5000
	

	Discount (Positive)
	
	930

	Discount (Negative)
	375
	

	Total Value
	29430
	29430




Task 5: Revenue and Capital Expenditure


Expenditure is a usual occurrence when the processes and business activities are taking place inside an organisation. Generally speaking, expenditure is the cost involved with the improvement of the capacity of a business. Despite the seemingly negative aspect associated with having costs in a business, the expenditures will aim for a positive outcome after a certain period of time. Those can have a long or short-term impact on the operation on the business depending on the type of cost itself. Thus, there are more than one types of expenditure (Barth, M. E., Landsman, W. R. and Lang, M. H., 2007). 
Revenue expenditure and capital expenditure are the two types which both aim to create a good business setting and develop the effectiveness of the workload or increase the value of the assets. Whether the former or the latter is true will depend solely on the type of expenditure which the company goes through with (AccountingTools, 2018). The most important difference found between revenue and capital expenditure is the fact that capital is aimed at the improvement of the overall asset capacity of the company while revenue expenditure is focused on preserving the overall capacity for profit.

The expenditure which is spent by the corporation to gain a long-term capital asset or to enhance the working capacity of any current one is called capital expenditure (Kenton, 2019). This is also applicable when a company will aim to increase its life to generate future cash flows or to reduce manufacturing costs (Ainsworth, P. and Deines, D., 2019). Due to the fact, there is a huge amount is spent on it, the cost is capitalised. This means that the outlay of expenses is designated over the remaining useful life of the asset - long term benefit.
To summarise, the costs incurred to launch, as well as the future economic benefit, are capital expenditures. It is a long-term financing made by an entity in the benefit of assets to generate financial profit for the coming times. For example, this will include making purchases for machines or installing equipment and long term tools on a machine that will improve its production capacity.

Expenses that are incurred regularly to carry out an entity's operating projects as well as activities are called revenue expenditures. Examples of revenue expenditure may include purchasing a warehouse, transportation cost coverage, freight, and many more short term expenses. Revenue expenditure is charged to the income statement as and when it occurs and cannot be found in other accounting sheets - balance sheet for example. This is in line with the basic principle of accounting, - according to the synchronicity principle in which costs are recorded as incurred.
The advantage which revenue expenditure brings is for the current reporting year and so it is short term benefit. More examples of revenue expenditures salaries, printing and stationery, electricity costs, repair and maintenance costs, inventory, postage, insurance, taxes and other short term liabilities which the business will be indebted to pay.

Here is a table to represent the key differences between the revenue expenditure and the capital expenditure (Maverick, J. B., 2019):

	

Comparative Analysis
	
Revenue Expenditure

	
Capital Expenditure

	
Meaning in the Business Environment
	Expenditure which aims to control the regular costs and financial requirements involved with running the business
	Expenditure which was indicated upon the acquirement of capital assets or perhaps for the improvement of the capacity in the existent capital

	
Short/long-term
	Short term effect onto the  business
	Long term effect onto the business

	
Probability for Capitalisation
	
Not possible
	
Possible

	
Expressed/Shown in
	
Income Statement
	Income statement and Balance Sheet

	
Expenditure (cost)
	
Repeatable
	
Non-repeatable

	
Advantage (in terms of time)
	
Occurring only in the current year accounted for
	
For more than one year

	
Revenue Capacity
	
Maintain the capacity for profit as an aim
	
The revenue capacity to improve as an aim

	
Compatible Concept
	Corresponds to revenue as a concept
	Does not correspond to any capital concept




Key points from comparison:

· Capital expenditures will aim to generate further economic benefits for the company in a future sense. On the other hand, revenue expenditure only does that for the current year which is why it is considered a short term benefit to the business.

· Capital expenditure is a one-time investment of money and cannot be repeated for the same process again. On the contrary, revenue expenditure is repeatable in numerous cases.

· Capital expenditures are presented in the balance sheet, in assets statement and in the income statement. Revenue expenditures are presented only in the income statement and in no other accounting sheet or plan.

· Capital expenditures are capitalised unlike revenue expenses which are not.

· Capital expenditures aim to improve the business’ ability to gain more profit. On the other hand, revenue expenditure is aimed at maintaining the company's profitability capacity as of current state. 

· Capital expenditures are not combined with capital revenues. Unlike revenue, this is combined with revenue. Therefore, it can be stated that capital expenditures are linked to no capital concept whereas revenue expenditure is.


























Conclusion


Accounting has become a more understandable business area that has many beneficial aspects to it as I have begun to comprehend more. The accounting fundamentals are numerous and can be challenging to remember especially when some of them have similar characteristics to one another. For example, the trial balance and the ledger account both include debit and credit transactions and in the beginning it was more difficult to understand which one is applied in what context. The format of the tables and the calculations must be specific, defined and in shorter columns for a more understandable accounting analysis afterwards. Those are the most important aspects which I have learned about in the duration of completing the tasks for this assignment.

Accounting fundamentals are also commonly referred to as principles and their role in every business is to indicate the sales status, the costs, the expenditures and how they impact businesses in the short and in the long term. Additionally, the budgeting and accounting plans are an indication for the path which a business will be undertaking in order to achieve profitable growth in the future. Without accounting as a functional area, no business will be able to produce a valuable data for its financial positioning which leaves the organisation in the dark, in other words. Thus, through the fundamental understandings of this topic, I have constructed the necessary accounts and have come to the conclusion that this area of expertise is a vital for every business’ survival.
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