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[bookmark: _Toc532823373]Introduction
Accounting is recording of transactions in a book of journal and then posting in appropriate ledger accounts to draw up the trial balance and estimate the profit or loss of the company. The recording of accounts helps to keep track of financial transactions which can be tallied estimate the amount. The balance sheet of a company represents the total assets and liabilities of the company. This also gives the investor a brief overview of investment area. Furthermore ratio analysis from the balance sheet and ledger accounts gives the time period for return on investment. The trial balance is created to tally up the ledger accounts and the deficit amount is matched with surplus accounts. This report provides a detailed analysis of ledger accounts of companies such as Pendo, Maxim, Mafuta and Ricardo, highlighting their cash balance, transactions and profit and loss statements
[bookmark: _Toc532823374]Task 1
[bookmark: _Toc532823375]a. Write up, balance and close the relevant ledger accounts for the above transactions for Maxim
	Date 
	Particulars 
	Amount 
	Amount 

	5 th April 
	Cash A/c (Dr )
To capital A/C 
	£300.00
	£300.00

	7 th April 
	Purchase A/c (Dr )
To cash A/c
	£200.00
	£200.00

	8th April 
	Tatiana A/c (Dr )
To loan A/c 
	£250.00
	£250.00

	15 th April 
	Motor van A/c  (Dr 
To Cash A/c 
	£150.00
	£150.00

	20th April
	Cash A/c  (Dr)
To Sales 
	£350.00
	£350.00

	28 th April
	Rent A/c  (Dr)
To Cash A/c  
	£50.00
	£50.00

	29 th April
	loan A/c  (Dr )
To Cash A/c 
	£200.00
	£200.00

	30th April 
	Cash A/c (Dr )
To drawing/c 
   
	£60.00
	£60.00


Table 1: Ledger accounts of Pendo
[bookmark: _Toc532823376]Ledger accounts
	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To capital
	300.00
	 By Purchase
	200.00

	To Sales
	350.00
	By Motor van 
	150.00

	To drawing
	60.00
	By Rent
	50.00

	
	
	By loan 
	200.00

	
	
	By balance c/d 
	110.00

	total
	710.00
	total
	710.00

	To balance b/d 
	110.00
	
	


Table 2: Cash Account 
From the above table it can be analysed that cash has been utilised to purchase equipment and make expenses. On the other cash has been earned from sales which show shows that Maxim is generating income. Maxim is having £110 in debit which is considered as cash resreve and can be utilized for future use.    
	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To balance c/d 
	300.00
	By Cash
	300.00

	total
	300.00
	
	300.00

	
	
	By balance b/d 
	300.00


Table 3:  Capital Account
The capital account shows a credit balance which can be utilized for business purpose. The balance of capital account will generate more income for Maxim. Thus the utilisation o capital will generate more revenue for Maxim.
	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To cash
	200.00
	By balance c/d 
	200.00

	Total 
	200.00
	Total 
	200.00

	To balance b/d 
	200.00
	
	


Table 4: Purchase Account 
The purchase account shows debit balance as Maxim made a purchase of goods to increase the productivity. The purchase item is in form of raw material so the purchase ledger gives the amount of item purchase. 
	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To loan 
	250.00
	By balance c/d 
	250.00

	Total 
	250.00
	Total 
	250.00

	To balance b/d 
	250.00
	
	


Table 5: Tatiana Account 
Loan is taken from Tatiana to meet the capital of Maxim so that the more UN can be fulfilled. Tatiana ledger accounts gives the amount collected from Tatiana which is repayable after 12 months.
	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To balance c/d
	250.00
	By Tatiana
	250.00

	Total
	250.00
	Total
	250.00

	
	
	By balance b/d 
	250.00


 Table 6: Loan Account 
The loan account shows a credit balance as the loan represents liability which needs to be repaid after 12 months. Maxim takes loan to meet the business expenses and carry on the production. 
	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To Cash
	150.00
	By balance c/d
	150.00

	 total 
	150.00
	 total 
	150.00

	To balance b/d
	150.00
	
	


 Table 7: Motor van Account 
The motor van ledger accounts are closed and show a debit balance which is a capital gain for Maxim. This ledger balance shows that a motor van is purchased by paying cash. 
[bookmark: _Toc532823377]Sales account

	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To balance c/d 
	350.00
	By Cash
	350.00

	Total 
	350.00
	Total 
	350.00

	
	
	By balance b/d 
	350.00


Table 8: Sales Account
As sale is a credit account so the balance lies on the credit side. The sales amount is raised by selling amount of goods and services in market. As stated by Anderson et al.(2017, p.68), the sales account highlights amount of revenue from sales. 
[bookmark: _Toc532823378]Rent Account 

	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To cash 
	50.00
	By balance c/d 
	50.00

	Total 
	50.00
	Total 
	50.00

	To balance b/d
	50.00
	
	


Table 9: Rent Account
The rent account states the amount of rent paid by Maxim to increase their production unit in other areas. Cash is spent for rent so the cash is on the debit balance. 
[bookmark: _Toc532823379]Loan Account

	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To cash 
	200.00
	By balance c/d 
	200.00

	Total 
	200.00
	Total 
	200.00

	To balance b/d
	200.00
	
	


Table 10: Loan Account
From the above table it can be analysed that loan account shows debit balance as the loan taken on behalf of business. According to Cho et al.(2015, p.230), the loan needs to be repaid from business cash.
[bookmark: _Toc532823380]Drawing account 

	Particulars 
	Amount (debit)
	Particulars 
	Amount (credit)

	To balance c/d 
	60.00
	By cash 
	60.00

	total 
	60.00
	Total 
	60.00

	
	
	To balance b/d 
	60.00


Table 11: Drawing Account

The ledger of drawing account shows cash is drawn to meet business expenses. As stated by Zheleznya et al. (2017, p.605), the ledger of drawing account shows the credit balance as it is shown on the liability side of the balance sheet. 
[bookmark: _Toc532823381]



b. List of account balances on 30 April  
	Particulars 
	Amount (debit)
	Amount (credit)

	Cash Account 

	110.00
	

	 Capital Account

	
	300.00

	Purchase Account 
	200.00
	

	Tatiana Account 
	250.00
	

	Loan Account
	
	250.00

	Motor van Account 
	150.00
	

	Sales account
	
	350.00

	Loan Account
	250.00
	

	Rent Account 
	50.00
	

	Drawing account 
	
	60.00


Table 12: Account Balance

[bookmark: _Toc532823382]


c. Statement of profit or loss for 30 April in Maxim
	Particulars 
	Amount (debit )

	To purchase 
	200.00

	To Tatiana
	250.00

	To motor van 
	150.00

	To Loan
	250.00

	To rent 
	50.00

	Less: loan 
	(250.00)

	Less: sales 
	(350.00)

	Less: drawing
	(60.00)

	Profit
	240.00


Table 13: Profit Account

[bookmark: _Toc532823383]Task 2
The ledger accounts helps to know the debit and credit balance of Pendo for individual ledger accounts. This will then carry forwarded to the trial balance in order to tally up the amounts. The description of ledger accounts is given so that the financial calculation can be done and estimated profit be generated. The balances of ledger accounts help to classify each accounts individually. The individual ledger accounts helps to know the exact balances for various accounts. As influenced from the views of Osuala and Adukwu (2014, p.4), purchase of goods treated in the ledger as purchase account debit, cash account credit. On the other hand sale of good is treated as sales account credit and cash account debit. The use of ledger accounts will give a brief overview of account balances of cash, motor van, expenses, loan, drawing, purchase and sales. The trial balance will tally up the total accounts and the deficit account is termed as suspense account. The making of profit and loss statement will determine the profit or loss of Pendo thereby giving a complete image to the investor for investing in capital. The trading account of Pendo shows that made expenses for motor van, purchased goods, sales revenue and some drawings for business use. Pendo settled a loan of Sergei part £350. Osadchy et al.(2018, p.341) sheds light on the fact that creation of ledger accounts, trial balance and profit or loss statement gives a financial structure report which covers every demand of investor.  
[bookmark: _Toc532823384]Task 3
	Date
	Particular
	amount 
	amount

	2 January
	Harvey A/c Dr.
To Sales/c
	124.00
	
124.00

	5 January
	Wages A/c Dr.
To Cash A/c
	12.00
	
12.00

	
	Purchase A/c Dr.
To Rich A/c
	150.00
	
150.00

	7 January
	Mufata A/c Dr.
To Smith A/c
	18.00
	
18.00

	9 january
	Max A/c Dr.
To Mafuta A/c
	21.00
	
21.00

	11 January
	Cash A/c Dr.
To Sales A/c
	64.00
	
64.00

	14 January
	Wages A/c Dr.
To Cash A/c
	14.00
	
14.00

	
	Purchase A/c Dr.
To cash A/c
	75.00
	
75.00

	15 January
	Rich A/c Dr.
To Mafuta
	162.00
	
162.00

	20 January
	Office desk A/c Dr.
To Cash A/c
	32.00
	
32.00

	21 January
	Wages A/c Dr. 
To Cash A/c
	17.00
	
17.00

	
	Cash A/c Dr.
To Sales A/c
	110.00
	
110.00

	23 January
	Office Expenses A/c Dr. 
To Cash A/c
	3.00
	
3.00

	
	Bank A/c Dr.
To Hervey A/c
	25.00
	
25.00

	28 January
	Cash A/c Dr. 
To sales A/c
	84.00
	
84.00

	
	Wages A/c Dr.
To Cash A/c
	15.00
	
15.00

	31 January
	Cash A/c Dr. 
To Sales A/c
	30.00
	
30.00


Table 14: Journal entry
Trial Balance 
(Refer to appendix 2)
Preparing P/L statement 
(Refer to Appendix 3)
Mafuta has assets in form of cash in hand, stock, furniture and fittings, receivable. They also hold liability from two suppliers that are rich and max. Mafuta had many transactions during the year in form of selling goods to Harvey on credit, buying good from Rich and paying cash for owing to account. In addition to this there are expenses for office. All the transactions are shown in different ledger and the balance is carried forward to make entry in trial balance. As stated by Davis et al.(2017, p.62), the payment of wages, cash sales and purchase item is shown in the ledger accounts. 
(Refer to Appendix 1)
[bookmark: _Toc532823385]Task 4
(Refer to appendix 4)
The above transactions of Ricardo show that he has sold goods to the Claire of £8,500 and offered a discount. The whole process of trade activities is done on discount basis so the ledger accounts determine the amount of total discount. The ledger accounts helps to know the closing balance of individual accounts. Thus the relevant ledger accounts for the transactions will help to extract the trial balance and tally up the amount. As influenced from the views of Osuala and Adukwu (2014, p.4), the ledger accounts will give the exact balance of different accounts and record every transactions in detail format. The trial balance helps to estimate the total amount of every transaction. It is necessary to close the relevant ledger accounts so that the transactions can be clearly visible. 
[bookmark: _Toc532823386]Task 5
[bookmark: _Toc532823387]Differentiate between revenue expenditure and capital expenditure with reference to International Accounting Standards
As per the International Accounting Standards capital expenditure is made to take over assets or improve the capability of assets. Conversely revenue expenditure is done to perform day to day business. The main difference arises for the expenditure is that one make improvement in the overall earning capacity while latter helps to maintain the earning capacity. Capital expenditure is done long term basis in order gain more capital from market. On the contrary revenue expenditure is incurred for short term basis to earn more revenue. As per the International Accounting Standards, capital expenditure is shown in income statement as well as on balance sheet. On the other hand revenue expenditure is only shown in income statement. Capital expenditure creates economic benefits in future but Revenue Expenditure provides benefits for the current year.  International Accounting Standards states that Capital Expenditure consists of investing money on one time basis while Revenue Expenditure is done on frequent basis. Capital Expenditure focuses on improving the earning capacity of firm while revenue expenditure focuses on maintaining the rhythm of earning capacity. As per the International Accounting Standards capital expenditure is not matched with capital receipts. On the contrary revenue expenditure matched with revenue receipts. Capital expenditure is done on the assets which generates revenue for upcoming years. On the other hand revenue expenditure is done on the daily receipts of company to uprise the revenue standard. Capital expenditure is done to create progress with the business. On the other hand revenue expenditure maintains the business transactions. As influence from the views of Holter (2015, p.389), capital expenditure is highlighted on the balance sheet until the benefits are exhausted. On the contrary revenue expenditure has no existence on the balance sheet. International Accounting Standards states that capital expenditure do not minimize the revenue of business. Acquisition of fixed assets does not affect the revenue of business. While on the other hand revenue expenditure has huge impact on business profit thereby reducing the chances of profit. Capital expenditure is capitalized but revenue expenditure is not capitalized. In case of capital expenditure a small amount is charged to income statement as provision and depreciation is shown in the balance sheet. In contrast to revenue expenditure it is spend within the accounting year which leads to charging of entire amount in the income statement. 
[bookmark: _Toc532823388]Conclusion 
Thus it can be concluded that accounting tools helps to maintain the record in a systematic preformed so in depth analysis can be done by investor. The accounting technique is useful so that accounting transaction is recorded in the individual accounts and the profit or loss can be estimated. The revenue expenditure and capital expenditure are both essential for business but they have different impact one is done to improve the fixed assets and other to carry on business. 
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