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[bookmark: _gjdgxs]Introduction 
Accounting is considered as fundamental aspect of any business organisation through maintaining various procedures in ensuring the proper outcome of the activities. Accounting provides a detailed outcome on the business activities by clarifying every detail. In the paper, several mathematical representations has been provided after evaluating data. The transactions happened within the business have been derived in detail manner through ledger accounts, trial balance, profit and loss account and statement of financial position. Comments on the individual and supplier`s transactions have been also provided. Furthermore, the difference between capital expenditure and revenue expenditure has been discussed to understand the expenses of the business organisation. The differences present the critical aspect of the organisation to maintain business activities towards proper growth.

[bookmark: _30j0zll]Task 1 
a. 
Ledger account for Maxim trading
Cash account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 5
	Capital 
	
	£300.00
	April 7
	Purchase 
	
	£200.00

	8
	Accounts payable
	
	£250.00
	15
	Motor van
	
	£150.00

	20
	Sales
	
	£350.00
	28
	Rent
	
	£50.00

	
	
	
	
	29
	Accounts payable
	
	£200.00

	
	
	
	
	30
	Drawings
	
	£60.00

	
	
	
	
	
	Balance c/d
	
	£240.00

	
	Total
	
	£900.00
	
	
	
	£900.00


Capital
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	April 5
	Cash
	
	[bookmark: _4d34og8]£300.00

	
	Balanced c/d
	
	£300.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Purchase
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 7 
	Cash
	
	£200.00
	
	Balanced c/d
	
	£200.00

	
	
	
	
	
	
	
	


Accounts payable
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 29
	Cash 
	
	£200.00
	April 8
	Cash 
	
	£250

	28
	Rent 
	
	£50.00
	
	
	
	

	
	Total 
	
	£250.00
	
	
	
	£250.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Motor van
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 15
	Cash
	
	£150.00
	
	
	
	

	
	
	
	
	
	Balanced c/d
	
	£150.00

	
	
	
	
	
	
	
	


Sales
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	April 20
	Cash 
	
	£350.00

	
	Balanced c/d
	
	£350.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Rent
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 28
	Cash 
	
	£50.00
	
	
	
	

	
	
	
	
	
	Balanced c/d
	
	£50.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Drawings
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 30 
	Cash 
	
	£60.00
	
	
	
	

	
	
	
	
	
	Balanced c/d
	
	£60.00

	
	
	
	
	
	
	
	







b. 

Trial balance at 30 April
	Accounts title
	Debit
	Credit

	Cash 
	£240.00
	

	Capital 
	
	£300.00

	Purchase
	£200.00
	

	Accounts payable
	
	£50.00

	Motor van
	£150.00
	

	Sales
	
	£350.00

	Rent 
	£50 .00
	

	Drawings 
	£60.00
	

	Total
	£700.00
	£700.00


c. 
Profit and loss statement
For the month ended 30 April
	Sales 
	
	£350.00

	Cost of goods sold
	
	

	Purchase 
	£200.00
	

	Closing inventory
	(£100.00)
	

	
	
	(£100.00)

	Gross profit
	
	£250.00

	Rent expense
	
	(£50.00)

	Net profit
	
	£200.00


Statement of financial position
At the end of the month 30 April
	Assets

	Non-current asset: Motor van £150.00

	Current asset: Cash                £ 240.00

	Total asset                               £390.00

	Equity/Liabilities

	Capital                                  £ 300.00

	Less: Drawings                      (£60.00)

	                                              £ 240.00

	Current liabilities: 
Accounts payable                   £ 50.00

	Total: 390





[bookmark: _1fob9te]Task 2
a. 
Ledger accounts
Cash account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 1
	Capital
	
	£5000.00	
	January 2
	Cash
	
	£600.00

	4
	Accounts payables
	
	£1000.00
	3
	Cash
	
	£1300.00

	13
	Sales 
	
	£300.00
	10
	Expenses
	
	£200.00

	15
	Sales
	
	£500.00
	24
	Expenses
	
	£150.00

	
	
	
	
	27
	Accounts payable
	
	£350.00

	
	
	
	
	30
	drawings
	
	£175.00

	
	
	
	
	
	Balance c/d
	
	£4025.00

	
	Total
	
	£6800.00
	
	
	
	£6800.00


Motor van
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 2
	Cash 
	
	£600.00
	
	Balanced c/d
	
	£600.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Purchase
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 3
	Cash 
	
	£1300.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Accounts payable
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 27
	Cash 
	
	£350.00
	January 4
	Cash 
	
	
£1000.00

	
	Balanced c/d
	
	£650.00
	
	
	
	

	
	Total 
	
	£1000.00
	
	
	
	£1000.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Expense 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 10
	Cash 
	
	£200.00
	
	
	
	

	24
	Cash 
	
	£150.00
	
	
	
	

	
	
	
	
	
	Balanced c/d
	
	£350.00

	
	Total 
	
	£350.00
	
	
	
	£350.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Sales 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	January 3
	Cash 
	
	£300.00

	
	
	
	
	20
	Cash 
	
	£500.00

	
	Balanced c/d
	
	£800.00
	
	
	
	

	
	Total
	
	£800.00
	
	
	
	£800.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Capital 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	January 1
	Cash 
	
	£5000.00

	
	Balanced c/d
	
	£5000.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Drawings 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 30
	Cash 
	
	£175.00
	
	Balanced c/d
	
	£175.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	




b. 
PENDO
Trial balance at 31 January
	Accounts title
	Debit
	Credit

	Cash 
	£4025.00
	

	Motor van
	£600.00
	

	Purchase
	£1300.00
	

	Accounts payable
	
	£650.00

	Expenses
	£350.00
	

	Sales
	
	£800.00

	Capital
	
	£5000.00

	Drawings
	£175.00
	

	Total 
	£6450.00
	£6450.00

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	





c. 
Profit and loss statement
For the month ended at 31 January
	Sales 
	
	£800.00

	Cost goods sold
	
	

	Purchase
	£1300.00
	

	(closing inventory)
	(£800.00)
	

	
	
	(£500.00)

	Gross profit
	
	£300.00

	Less expenses
	
	(£350.00)

	Net loss
	
	(£50.00)


Statement of financial position
At the month ended on 31 January
	Assets 
	

	Current asset: Cash
	£4025.00

	Non-current asset: Van
	£600.00

	Total assets
	£4625.00

	Equity/liabilities
	

	Capital
	£5000.00

	Less drawings
	(£175.00)

	Accounts payables
	£650.00

	Total equity/liability
	£4625.00





[bookmark: _3znysh7]Task 3 
a. 
Ledger accounts
Cash account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 7
	Accounts receivable (Smith)
	
	£18.00
	January 5
	Wages
	
	£12.00

	11
	Sales
	
	£64.00
	9
	Max 
	
	£21.00

	21
	Sales
	
	£110.00
	14
	Wages
	
	£14.00

	23
	Harvey
	
	£25.00
	14
	Purchase
	
	£75.00

	28
	Sales
	
	£84.00
	15
	Rich
	
	£12.00

	31
	Sales
	
	£30.00
	20
	Equipment
	
	£32.00

	
	
	
	
	21
	Wages
	
	£17.00

	
	
	
	
	23
	Office expenses
	
	£3.00

	
	
	
	
	28
	Wages 
	
	£15.00

	
	
	
	
	
	Balance c/d
	
	£130.00

	
	Total 
	
	£331.00
	
	
	
	£331.00


Accounts receivable (Harvey)

	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 2
	Sales 
	
	£124.00
	January 23
	Cash
	
	£25.00

	
	
	
	
	
	Balance c/d
	
	£99.00

	
	Total 
	
	£124.00
	
	
	
	£124.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Sales account 

	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	January 2
	Harvey
	
	£124.00

	
	
	
	
	11
	Cash
	
	£64.00

	
	
	
	
	21
	Cash
	
	£110.00

	
	
	
	
	28
	Cash
	
	£84.00

	
	
	
	
	31
	Cash
	
	£30.00

	
	Balance c/d
	
	£412.00
	
	
	
	

	
	Total 
	
	£412.00
	
	
	
	£412.00


Wages account

	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 5
	Cash
	
	£12.00
	
	
	
	

	14
	Cash
	
	£14.00
	
	
	
	

	21
	Cash
	
	£17.00
	
	
	
	

	28
	Cash
	
	£15.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£58.00

	
	Total 
	
	£58.00
	
	Total 
	
	£58.00



Purchase 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 5
	Accounts payable (RICH)
	
	150.00
	
	
	
	

	14
	cash
	
	£75.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£225.00

	
	Total 
	
	£225.00
	
	
	
	£225.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Accounts payable (Rich)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 15
	Cash
	
	£12.00
	January 5
	Purchase
	
	£150.00

	
	Balance c/d
	
	£138.00
	
	
	
	

	
	Total 
	
	£150.00
	
	
	
	£150.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	






Accounts receivable (smith)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	January 7
	Cash 
	
	£18.00

	
	Balance c/d
	
	£18.00
	
	
	
	

	
	Total 
	
	£18.00
	
	
	
	£18.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Accounts payable (Max)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 9
	Cash 
	
	£21.00
	
	
	
	

	
	
	
	
	
	Balance c/d 
	
	£21.00

	
	Total 
	
	£21.00
	
	
	
	£21.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Equipment 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 20 
	Cash 
	
	£32.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£32.00

	
	Total 
	
	£32.00
	
	Total 
	
	£32.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Office 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 23
	Cash
	
	£3
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£3.00

	
	Total 
	
	£3.00
	
	
	
	£3.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	




b. 
Mafuta retailer
Trial balance at 31 January
	Accounts title
	Debit
	Credit

	Cash 
	£130.00
	

	Accounts receivable(Harvey)
	£99.00
	

	Sales
	
	£412.00

	Wages
	£58.00
	

	Purchase 
	£225.00
	

	Accounts payable (Rich)
	
	£138.00

	Accounts receivable (Smith)
	£18.00
	

	Accounts payable-Max 
	
	£21.00

	Equipment 
	£32.00
	

	Office expenses 
	£3.00
	

	Total 
	£565.00
	£565.00

	
	
	

	
	
	

	
	
	



c. 

Profit and loss statement
For the month ended 31 January
	Sales 
	
	£412.00

	Cost of goods sold
	
	

	Purchase 
	£225.00
	

	Opening inventory
	£458.00
	

	Less: closing inventory
	(£374.00)
	

	
	
	(£309.00)

	Gross profit
	
	£103.00

	Wages expense
	£58.00
	

	Office expense
	£3.00
	

	
	
	(£61.00)

	Net profit
	
	£42.00

	
	
	


Statement of financial position
At the year ended at 31 January
	Asset
	
	

	Noncurrent asset: Equipment
Furniture and fittings
	£32.00
£108.00
	

	Current asset: Cash
Accounts receivables
	£130.00
£143.00
	

	
	
	£503.00

	Equity/liabilities
	
	

	Accounts payable
	
	£159.00

	
	
	





[bookmark: _2et92p0]Task 4
Ledger accounts
Cash account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 20
	Sales
	
	£6000.00
	June 25
	Cash
	
	£11160.00

	24
	Claire 
	
	£7125.00
	27
	Cash 
	
	£4410.00

	25
	Hywel
	
	£9000.00
	
	Balance c/d
	
	£6555.00

	
	Total 
	
	£22125.00
	
	Total 
	
	£22125.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Sales account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	June 2
	Claire
	
	£8500.00

	
	
	
	
	14
	Hywel
	
	£9000.00

	
	
	
	
	20
	Cash
	
	£6000.00

	
	
	
	
	24
	Mandy 
	
	£5000.00

	
	Balance c/d
	
	£28500.00
	
	
	
	

	
	Total 
	
	£28500.00
	
	
	
	£28500.00


Accounts payable (Andrew)

	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 27
	Cash 
	
	£4500.00
	June 21
	Purchase 
	
	£4500.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Accounts receivables (Claire)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 2 
	Sales
	
	£8500.00
	June 22
	Sales return
	
	£1000.00

	
	
	
	
	June 24
	Cash 
	
	£7500.00

	
	Total 
	
	£8500.00
	
	Total 
	
	£8500.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	





Accounts payable (Georgina)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 25 
	Cash 
	
	£12000.00
	June 13
	Purchase 
	
	£12000.00

	
	Total 
	
	£12000.00
	
	
	
	£12000.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Accounts receivables (Hywel)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 14 
	Sales 
	
	£9000.00
	June 25
	Cash 
	
	£9000.00

	
	Total 
	
	£9000.00
	
	
	
	£9000.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Sales discount 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 24 
	Claire 
	
	£375.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£375.00

	
	Total 
	
	£375.00
	
	Total 
	
	£375.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Purchase discount 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	June 25
	Georgina
	
	£840.00

	
	
	
	
	June 27
	Andrew
	
	£90.00

	
	Balance c/d
	
	£930.00
	
	
	
	

	
	Total 
	
	£930.00
	
	
	
	£930.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Accounts receivable (Mandy)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 24
	Sales 
	
	£5000.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Purchase 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£) (£)

	June 13
	Georgina 
	
	£12000.00
	
	
	
	

	June 21
	Andrew 
	
	£4500.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£16500.00

	
	Total 
	
	£16500.00
	
	Total 
	
	£16500.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Sales return
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 22
	Claire 
	
	£1000.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	




Comments: (showing transactions of individual customers and suppliers)
1. Ricardo has sold Claire for (£) 8500 and offered 5% settlement discount and Claire took advantage of the discount and paid £7500 after deducting the settlement discount. Meanwhile, Claire returned £1000 goods which were not part of the discount price.
2. Ricardo bought goods from Georgina for £12000 on credit who offered 7% settlement discount and avail the discount paying £11160 after deducting £840 in discount.
3. Ricardo sold goods to Hywel for £9000 after 5% trade discount
4. Ricardo bought goods of £4500 from Andrew after 2% settlement discount offered and paid the amount in full after £90 discount offered as per the offer.
5. Hywel settled the amount of £9000 to Ricardo on 25th June.
6. Claire received a £375 sales discount from Ricardo.
7. Ricardo received a purchase discount from Georgina and Andrew.

Ricardo business
The trial balance on 31 June
	Accounts title
	Debit
	Credit

	Cash 
	£6555.00
	

	Sales 
	
	£28500.00

	Sales discount
	£375.00
	

	Purchase 
	£16500.00
	

	Purchase discount
	
	£930

	Total 
	£29430.00
	£29430.00

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



[bookmark: _tyjcwt]Task 5
Introduction
The difference between revenue expenditure and capital expenditure is depended on whether the purchases in the business would be used over a short-term or long term. Both the expenditures have a unique essence that yields the organisation significant financial benefits. It is critical for the business organisation to recognise the key issues regarding capital expenditure and revenue expenditure to demonstrate proper balance in the balance sheet and income statement otherwise the net profit of the business organisation can be underrated (Fraser, Ormiston, and Fraser, 2010). 
Revenue expenditure
Discussion
Revenue expenditure is considered as the expenditures that are incurred on a regular basis to yield financial benefit for the organisation (Hussey, 2010). The economic benefit is charged for the financial year running, as a result, the revenue expenditure is filed under different types of expenses in the financial year as wages and salary, printing and stationary, repairs, electricity expenses, etc.
Definition
Revenue expenditures are short term expenditures that are recognised as spent according to accrual basis accounting assumption (Kimmel, Weygandt and Kieso, 2010). Revenue expenditure is defined as expenditures that are incurred because of additional value to the asset and charged to expense accounts as incurred. Revenue expenditure meets the matching principle of accounting that regards that expenses are to be recorded as incurred in the current financial year. As a result, revenue expenditures yield immediate economic benefit for the organisation that is recorded under different expense functions. Revenue expenditures are categorised under two categories including expenditures for generating revenue and expenditures for maintenance of revenue generating assets (Pratt and Salimi, 2010).
· For generating revenue include expenses that meet operational costs of the organisation and can be tax-deducted in the expense incurred year.
· For maintenance of revenue generating, assets include repair and maintenance costs related to assets for smooth operation in the business perspectives.
Example
The following are the examples of revenue expenditures
· Wages and salaries of the employees and staffs of the business organisation
· Supplies required for the regular business activities
· Marketing expenses for product marketing
· Advertising expenses that are incurred to popularise products and services of the business
· Commissions provided to the staffs and supervisors in daily activities
· Telecommunication, transportation bills incurred in the business purpose
Capital expenditure
Discussion
Capital expenditure is considered as funds or resources of the business organisation to acquire and maintain fixed assets for the manufacturing and services purposes (Badrudin, 2011). Capital expenditure provides a long-term function for the organisation lasting longer periods and helping the organisation to maintain productive flow within the organisational context.
Definition
Capital expenditure is defined as an expense that is made to acquire an asset or improve the overall capacity of the asset that is used for long-term periods (Weygandt, Kimmel, KIESO and Elias, 2010). Capital expenditure regards that the expenditures would enhance the capacity of any existing capital asset to create more products under long-term effect. The expenditure is spread over the useful life of the product and inevitably a large amount is spent on buying the asset (Susanto, 2015). Capital expenditure is more aligned with financial gain or economic benefit for future periods. Capital expenditure in a way creates financial gain that helps the organisation to move forward with certain outcomes. 
Example
The following are examples of capital expenditure
· Motor vehicles for the organisation to mobilise transportation for business activities
· Office buildings of the organisation including the maintenance cost that extends the useful life of the buildings
· Office equipment that is used for business purposes including computers, printers, photocopy machines, furniture, etc.
· Machines that increase the productivity of the organisation having a significant useful life
· Patents of the products of the business organisation
· Trademarks and copyrights of the products and services
The key difference between capital expenditure and revenue expenditure
	Capital expenditure generates future benefit for future perspectives
	Revenue expenditure generates benefit for current times

	Capital expenditure is produced at the balance sheet and income statement
	Revenue expenditure is produced in the income statement only.

	Capital expenditure is capitalised
	Revenue expenditure is not capitalised

	It is a long term expenditure
	It is a short term expenditure



Conclusion	
Capital and revenue expenditure is regarded as a vital aspect for the organisation as it provides significant outcomes for the organisational perspectives. Both the expenditure is spent on the specific basis that works to perform specific objectives of the organisation. Capital expenditure can yield long-term benefits for the organisation and on the other hand, revenue expenditure considers immediate outcomes of the organisation through assets and similar means.
[bookmark: _3dy6vkm]Conclusion
Accounting provides a clear indication of the business organisation has been able to maintain its business activities. The difference between capital and revenue expenditure is critical in understanding the context of expenses in running the business activities properly. The calculation of the transactions provided also justify the outcome of the detailed accounting standards and formats on deriving the transactions. Accounts payables and accounts receivables are to be defined properly in understanding the business transactions.
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