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[bookmark: _Toc17128587]Task 1
(a) [bookmark: _Toc17128588]Write up, Balancing and Closing the Relevant Ledger Accounts of the given Transactions
Based on the given accounting transactions relevant ledger accounts have been written up along with balancing and closing it in below:
	
Cash At Bank A/C

	
	
	             Dr.
	
	
	              Cr.

	Date
	Particulars
 (Debit Balance)
	Amount (GBP)
	Date
	Particulars (Credit Balance)
	Amount (GBP)

	5 April
	Capital A/C
	300
	7 April
	Purchase A/C
	200

	8 April
	Loan A/C
	250
	15 April
	Motor Van A/C
	150

	20 April
	Revenue A/C
	350
	28 April
	Rent A/C
	50

	
	
	
	29 April
	Loan A/C
	200

	
	
	
	30 April
	Drawings A/C
	60

	
	
	
	30 April
	Balance C/D
	240

	
	Total Balance 
	900
	
	Total Balance 
	900

	1st May
	Balance B/D
	240
	
	
	


Table 1.1: Cash at Bank A/C

	
Capital A/C

	
	
	Dr.
	
	
	Cr.

	Date
	Particulars (Debit Balance)
	Amount (GBP)
	Date
	Particulars (Credit Balance)
	Amount (GBP)

	30 April
	Drawings A/C
	60
	5 April
	Bank A/C
	300

	30 April
	Balance C/D
	440
	30 April
	I & E A/C (Profit)
	200

	
	Total Balance
	500
	
	Total Balance
	500

	
	
	
	1st May
	Balance B/D
	440


Table 1.2: Capital A/C
In this context one thing needs to be taken into consideration while balancing the ledger accounts is that as Maxim is the sole trader therefore it is not required to differentiate fixed amount of capital introduced along with the retained earnings. 
However following separate accounts can be kept. 
	
Purchase A/C

	
	
	Dr.
	
	
	Cr.

	Date
	Particulars (Debit Balance)
	Amount (GBP)
	Date
	Particulars (Credit Balance)
	Amount (GBP)

	7 April
	Bank A/C
	£200.00
	30 April
	Trading A/C
	£200.00

	
	
	
	
	
	

	
Loan A/C

	
	
	Dr.
	
	
	Cr.

	Date
	Particulars (Debit Balance)
	Amount (GBP)
	Date
	Particulars (Credit Balance)
	Amount (GBP)

	29 April
	Bank A/C
	£200.00
	8 April
	Bank A/C
	£250.00

	30 April
	Balance C/D
	£50.00
	
	
	

	
	Total Balance
	£250.00
	
	Total Balance
	£250.00

	
	
	
	1 May
	Balance B/D
	£50.00

	
	
	
	
	
	

	
Motor Van A/C

	
	
	Dr.
	
	
	Cr.

	Date
	Particulars (Debit Balance)
	Amount (GBP)
	Date
	Particulars (Credit Balance)
	Amount (GBP)

	15 April
	Bank A/C
	£150.00
	30 April
	Balance C/D
	£150.00

	1 May
	Balance B/D
	£150.00
	
	
	

	
	
	
	
	
	

	
Rent A/C

	
	
	Dr.
	
	
	Cr.

	Date
	Particulars (Debit Balance)
	Amount (GBP)
	Date
	Particulars (Credit Balance)
	Amount (GBP)

	28 April
	Bank A/C
	£50.00
	30 April
	I & E A/C
	£50.00

	
	
	
	
	
	

	
Revenue A/C

	
	
	Dr.
	
	
	Cr.

	Date
	Particulars (Debit Balance)
	Amount (GBP)
	Date
	Particulars (Credit Balance)
	Amount (GBP)

	30 April
	Trading A/C
	£350.00
	20 April
	Bank A/C
	£350.00

	
	
	
	
	
	

	
Drawings A/C

	
	
	Dr.
	
	
	Cr.

	Date
	Particulars (Debit Balance)
	Amount (GBP)
	Date
	Particulars (Credit Balance)
	Amount (GBP)

	30 April
	Bank A/C
	£60.00
	30 April
	Capital A/C
	£60.00


Table 1.3: Ledger Account for Separate Accounting Transactions 
(b) [bookmark: _Toc17128589]Preparing List of Account Balances at 30 April
The account balance at 30 April based on the above ledger account balances are as follows:
	Account Balances at 30 April

	Particulars
	Amount (GBP) (Dr.)
	Amount (GBP) (Cr.)

	Cash at Bank
	£240.00
	

	Capital
	
	£300.00

	Purchases
	£200.00
	

	Loan
	
	£50.00

	Motor Van
	£150.00
	

	Rent
	£50.00
	

	Revenue
	
	£350.00

	Drawings
	£60.00
	

	Balance
	£700.00
	£700.00


Table 1.4: Accounts Balance at 30th April 
(c) [bookmark: _Toc17128590]Preparing Profit and Loss Statement and Statement of Financial Position for the Month ended on 30 April 
[bookmark: _Toc17128591]Preparation of P/L Statement 
Based on the accounting balances it is required to prepare P&L statement for the year ending on 30 April. 
	Statement of Profit and Loss for the Month ended on 30 April

	
	Amount (GBP)
	Amount (GBP)

	Revenue
	
	£350.00

	Purchases
	£200.00
	

	Less: Closing Inventory
	£100.00
	

	Cost of Sales
	
	£100.00

	Gross Profit
	
	£250.00

	Less: Expenses
	
	

	Rent
	
	£50.00

	Profit for the Period
	
	£200.00


Table 1.5: Profit and Loss Statement for the year ended on 30 April
In accordance to the above estimation of profit and loss for the year ended on 30 April it can be seen that list of balances has some final adjustments at this certain stage in respect to closing inventory. Therefore, as opined by Wells (2018), the double entry would be considered as a credit to cost of sales along with debit balance to inventory account. The inventory account balance will be further carry forward to statement of financial position. 
[bookmark: _Toc17128592]Preparation of Statement of Financial Position
The financial position statement for the year ended on 30 April is as follows:
	Statement of Financial Position as at 30 April

	
	Amount (GBP)
	Amount (GBP)

	Tangible Non-Current Assets
	
	

	Motor Van
	
	£150.00

	Current Assets
	
	

	Inventory
	£100.00
	

	Cash
	£240.00
	

	Total Current Assets
	
	£340.00

	Total Assets
	
	£490.00

	Capital Account
	
	

	Introduced
	£300.00
	

	Add: Profit for the Period
	£200.00
	

	
	£500.00
	

	Less: Drawings
	£60.00
	

	Total Capital
	
	£440.00

	Current Liabilities
	
	

	Loan
	
	£50.00

	Total Capital and Liabilities
	
	£490.00


Table 1.6: Statement of Financial Position as at 30 April
 
[bookmark: _Toc17128593]Task 2
(a) [bookmark: _Toc17128594]Write up, Balancing and Closing the Relevant Ledger Accounts of the given Transactions
Based on given information of Pendo’s first month trading transactions regarding second hand furniture dealing business, the relevant ledger accounts are shown below:
	  Dr.
	
Cash a/c
	                  Cr.

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	1st January
	Capital
	£5,000.00
	2nd January
	Motor van
	£600.00

	4th January
	Loan A/C (Sergei)
	£1,000.00
	
	
	

	13th January
	Sales
	£300.00
	3rd January
	Purchases
	£1,300.00

	20th January
	Sales
	£500.00
	10th January
	Expenses on motor van
	£200.00

	
	
	
	24th January
	Storage expenses
	£150.00

	
	
	
	27th January
	Loan A/C
	£350.00

	
	
	
	30th January
	Drawings
	£175.00

	
	
	
	
	Balance c/d
	£4,025.00

	
	Total
	£6,800.00
	
	Total
	£6,800.00

	
	
	
	
	
	

	
Capital a/c

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	
	
	
	1st January
	Cash
	£5,000.00

	
	Balance c/d
	£5,000.00
	
	
	

	
	Total
	£5,000.00
	
	Total
	£5,000.00

	
	
	
	1st February
	Balance B/D
	£5,000.00

	
	
	
	
	
	

	
Motor van a/c

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	2nd January
	Cash a/c
	£600.00
	
	
	

	
	
	
	31st January
	Balance c/d
	£600.00

	
	Total
	£600.00
	
	Total
	£600.00

	1st February
	Balance B/D
	£600.00
	
	
	

	
	
	
	
	
	

	
Purchase a/c

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	3rd January
	Cash
	£1,300.00
	
	
	

	
	
	
	31st January
	Balance c/d
	£1,300.00

	
	Total
	£1,300.00
	
	Total
	£1,300.00

	1st February
	Balance B/D
	£1,300.00
	
	
	

	
	
	
	
	
	

	
Bank a/c

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	4th January
	Loan
	£1,000.00
	27th January
	Repayment of loan
	£350.00

	
	
	
	
	Balance c/d
	£750.00

	
	Total
	£1,000.00
	
	Total
	£1,000.00

	
	
	
	
	
	

	
Loan a/c

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	27th January
	Bank (repayment of loan)
	£350.00
	4th January
	Bank a/c
	£1,000.00

	31st January
	Balance c/d
	£650.00
	
	
	

	
	Total
	£1,000.00
	
	Total
	£1,000.00

	
	
	
	
	
	

	
Motor Van Expenses a/c

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	10th January
	Cash(Motor van)
	£200.00
	31st January
	Balance c/d
	£200.00

	
	Total
	£200.00
	
	Total
	£200.00

	1st February
	Balance B/D
	£200.00
	
	
	

	
	
	
	
	
	

	
Sales a/c

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	
	
	
	13th January
	Cash
	£300.00

	
	
	
	20th January
	Cash
	£500.00

	
	Balance c/d
	£800.00
	
	
	

	
	Total
	£800.00
	
	Total
	£800.00

	
	
	
	
	
	

	
Drawings a/c

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	30th January
	Cash
	£175.00
	
	
	

	
	
	
	31st January
	Balance c/d
	£175.00

	
	Total
	£175.00
	
	Total
	£175.00

	1st February
	Balance B/D
	£175.00
	
	
	


Table 2.1: Preparation of Ledger Accounts 
(b) [bookmark: _Toc17128595]Preparing List of Account Balances at 31 January
	
Trial balance Pendo trading as at 31st January

	General ledger accounts
	Amount (GBP) (Dr.)
	Amount (GBP) (Cr.)

	Capital
	
	£5,000.00

	Purchases
	£1,300.00
	

	Cash at bank
	£4,025.00
	

	Sales
	£200.00
	

	Closing Stock
	
	£800.00

	Motor van
	£600.00
	

	Storage Expenses
	£150.00
	

	Drawings
	£175.00
	

	Loan
	
	£650.00

	
	
	

	Total
	£6,450.00
	£6,450.00


Table 2.2: Account Balance as at 31st January
(c) [bookmark: _Toc17128596]Preparing Profit and Loss Statement and Statement of Financial Position for the Month ended on 31 January
[bookmark: _Toc17128597]Formulation of P & L Statement 
P & L Statement for the month ended on 31st January is as follows:
	
Profit and loss a/c as at 31st January

	Particulars
	Amount (GBP) (Dr.)
	Amount (GBP) (Cr.)

	Revenue
	
	£800.00

	Purchase of opening stock
	£1,300.00
	

	Less: Closing Inventory
	£800.00
	

	Cost of Goods Sold
	
	£500.00

	Gross profit
	
	£300.00

	Less: Expenses
	
	

	Motor Van Expenses
	£200.00
	

	Storage Expenses
	£150.00
	£350.00

	Loss for the Period
	
	-£50.00


Table 2.3: Profit and Loss Statement for the year ended on 31st January
[bookmark: _Toc17128598]Preparation of Statement of Financial Position
Financial Position Statement is prepared in below in terms of Balance Sheet Statement.
	
Balance sheet as at 31st January

	
	
	

	Particulars
	Amount (GBP)
	Amount (GBP)

	Assets
	
	

	Tangible Non-Current Assets
	
	

	Motor van
	
	£600.00

	Current Assets
	
	

	Closing stock
	£800.00
	

	Cash
	£4,025.00
	£4,825.00

	Total Assets
	
	£5,425.00

	
	
	

	Capital and Liabilities
	
	

	Capital as at 1st January
	
	£5,000.00

	Less: Loss for the Period
	
	£50.00

	
	
	£4,950.00

	Less: Drawings
	
	£175.00

	
	
	£4,775.00

	Current Liabilities
	
	

	Loan
	
	£650.00

	Total Capital and Liabilities
	
	£5,425.00


Table 2.4: Statement of Financial Position as at 31 January
[bookmark: _Toc17128599]Task 3
(a) [bookmark: _Toc17128600]Write up and closing the relevant ledger accounts
	
Cash a/c

	Dr
	
	
	
	
	Cr.

	Date
	Particulars
	Amount (GBP)
	Date
	Particulars
	Amount (GBP)

	1st Jan
	Opening balance
	£343.00
	5th Jan
	Wages
	£12.00

	7th Jan
	smith
	£18.00
	9th Jan
	Max
	£21.00

	11th Jan
	Sales
	£64.00
	14th Jan
	wages
	£14.00

	21st Jan
	Sales
	£110.00
	14th Jan
	Purchases
	£75.00

	23rd Jan
	Harvey
	£25.00
	15th Jan
	Rich a/c
	£162.00

	28th Jan
	sales
	£84.00
	20th Jan
	office desk
	£32.00

	31st Jan
	sales
	£30.00
	21st Jan
	wages
	£17.00

	
	
	
	23rd Jan
	office expenses
	£3.00

	
	
	
	28th Jan
	wages
	£15.00

	
	
	
	
	Balance c/d
	£323.00

	
	Total
	£ 674.00
	
	Total
	£674.00

	
	
	
	
	
	

	
Wages a/c

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	5th Jan
	Cash
	£12.00
	
	
	

	14th Jan
	Cash
	£14.00
	
	
	

	21st Jan
	Cash
	£17.00
	
	
	

	28th Jan
	Cash
	£15.00
	
	Balance c/d
	£58.00

	
	Total
	£58.00
	
	Total
	£58.00

	
	
	
	
	
	

	
Harvey a/c

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	1st Jan
	Opening balance
	£39.00
	
	
	

	2nd Jan
	Credit Sales
	£124.00
	23rd Jan
	Cash a/c
	£25.00

	
	
	
	
	Balance c/d
	£138.00

	
	Total
	£163.00
	
	Total
	£163.00

	
	
	
	
	
	

	
Sales a/c

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	2nd Jan
	Harvey
	£124.00
	11th jan
	Cash
	£64.00

	
	
	
	21st jan
	Cash
	£110.00

	
	
	
	28th jan
	Cash
	£84.00

	
	
	
	31st jan
	Cash
	£30.00

	31st January
	Balance c/d
	£164.00
	
	
	

	
	Total
	£288.00
	
	Total
	£288.00

	
	
	
	
	
	

	
Purchase a/c

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	5th Jan
	Rich
	£150.00
	
	
	

	14th Jan
	Cash
	£75.00
	
	
	

	
	
	
	31st January
	Balance c/d
	£225.00

	
	Total
	£225.00
	
	Total
	£225.00

	
	
	
	
	
	

	
Rich a/c

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	15th Jan
	Cash
	£162.00
	1st jan
	opening balance
	£12.00

	
	
	
	5th Jan
	purchase
	£150.00

	
	Total
	£162.00
	
	Total
	£162.00

	
	
	
	
	
	

	
Smith a/c

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	1st Jan
	Opening balance
	£18.00
	7th Jan
	Cash
	£18.00

	
	Total
	£18.00
	
	Total
	£18.00

	
Max a/c

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	9th Jan
	Cash
	£21.00
	1st Jan
	opening balance
	£21.00

	
	Total
	£21.00
	
	Total
	£21.00

	
	
	
	
	
	

	
Office Desk a/c

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	20th Jan
	Cash
	£32.00
	
	
	

	
	
	
	
	
	

	31st January
	Balance c/d
	£32.00
	
	
	

	
	Total
	£32.00
	
	Total
	£32.00

	
	
	
	
	
	

	
Office Expenses a/c

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	23rd Jan
	Cash
	£3.00
	
	
	

	
	
	
	31st January
	Balance c/d
	£3.00

	
	Total
	£3.00
	
	Total
	£3.00


Table 3.1: Preparation of Ledger Accounts
(b) [bookmark: _Toc17128601]Extracting Trial Balance at 31 January
Trial Balance statement at 31st January is as follows:
	
Trial balance Mafuta trading as at 31st January

	General ledger accounts
	Amount (GBP) (Dr.)
	Amount (GBP) (Cr.)

	Capital
	
	£1,049.00

	Purchases
	£225.00
	

	Cash at bank
	£323.00
	

	Fixtures and Fittings
	£230.00
	

	Sales
	
	£412.00

	Wages
	£58.00
	

	Office Expenses
	£3.00
	

	Receivables
	
	

	Harvey
	£138.00
	

	Moon
	£26.00
	

	Inventory
	£458.00
	

	
	£1,461.00
	£1,461.00


Table 3.2: Extracting Trial Balance at 31 January
(c) [bookmark: _Toc17128602]Preparing statement of profit or loss and Financial position for the month ended 31st January
[bookmark: _Toc17128603]Profit and Loss Statement
Profit and Loss Statement for the year ended on month 31st January is as follows:
	
Statement of Profit and Loss for the year ended on month 31st January

	Balances
	Amount (GBP)
	Amount (GBP)

	Revenue
	
	£412.00

	Opening Inventory
	£458.00
	

	Add: Purchases
	£225.00
	

	
	£683.00
	

	Less: Closing Inventory
	£374.00
	

	Cost of Goods Sold
	
	£309.00

	Gross Profit
	
	£103.00

	Less: Expenses
	
	

	Wages
	£58.00
	

	Office Expenses
	£3.00
	£61.00

	Profit for the Period
	
	£42.00


Table 3.3: Profit and Loss Statement for the Year ending on month of 31st January
[bookmark: _Toc17128604]Statement of Financial Position
Statement of financial position as at 31st January is as follows:
	
                             Statement of Financial Position as at 31st January

	Particulars
	Amount (GBP)
	Amount(GBP)

	Non-Current Assets
	
	

	Fixtures and Fittings
	
	£230.00

	Current Assets
	
	

	Inventory
	£374.00
	

	Trade Receivables (138 + 26)
	£164.00
	

	Cash
	£323.00
	

	Total Current Assets
	
	£861.00

	Total Assets
	
	£1,091.00

	Capital and Liabilities
	
	

	Capital at 1st January
	£1,049.00
	

	Add: Profit for the Period
	£42.00
	

	Total Capital and Liabilities
	
	£1,091.00


Table 3.4: Statement of Financial Position as at 31st January
[bookmark: _Toc17128605]Task 4
[bookmark: _Toc17128606]Preparation of Relevant Ledger Account
	Dr.
	Sales A/C
	Cr.

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	2nd June
	Claire
	£8,075.00
	20-Jun
	Cash
	£6,000.00

	14-Jun
	Hywel
	£8,550.00
	
	
	

	22-Jun
	Sales return
	£1,000.00
	
	Balance c/d
	£16,475.00

	24-Jun
	Mandy
	£4,850.00
	
	
	

	
	
	
	
	
	

	
	Total
	£22,475.00
	
	
	£22,475.00

	

	Discount Allowed A/C

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	13-Jun
	Georgina
	£840.00
	
	
	

	21-Jun
	Andrew
	£90.00
	27-Jun
	I & E A/C
	£930.00

	
	Total
	£930.00
	
	Total
	£930.00

	

	Discount Received A/C

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	
	
	
	2-Jun
	Claire
	£425.00

	
	
	
	14-Jun
	Hywel
	£450.00

	
	Balance c/d
	£1,025.00
	24-Jun
	Mandy
	£150.00

	
	Total
	£1,025.00
	
	Total
	£1,025.00

	

	Purchase A/C

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	13-Jun
	Georgina
	£12,000.00
	27-June
	Trading A/C
	£16,500.00

	21-Jun
	Andrew
	£4,500.00
	
	
	

	
	Total
	£16,500.00
	
	Total
	£16,500.00

	

	Cash A/C

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	20-Jun
	Sales
	£6,000.00
	25-Jun
	Georgina
	£11,160.00

	24-Jun
	Clair
	£7,125.00
	27 June
	Andrew
	£4,410.00

	25-Jun
	Hywel
	£9,000.00
	
	
	

	
	
	
	
	Balance c/d
	£6,555.00

	
	Total
	£22,125.00
	
	Total
	£22,125.00


Table 4.1: Preparation of Ledger Accounts 
[bookmark: _Toc17128607]Transaction with Customers
	Clair A/C (Receivable)

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	2-Jun
	Sales
	£8,500.00
	2-Jun
	Discount
	£375.00

	
	
	
	22-Jun
	sales return
	£1,000.00

	
	
	
	24-Jun
	cash a/c
	£7,125.00

	
	Total
	£8,500.00
	
	Total
	£8,500.00

	
	
	
	
	
	

	Hywel A/C (Receivable)

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	14-Jun
	sales
	£9,000.00
	14-Jun
	discount
	£450.00

	
	
	
	25-Jun
	Cash a/c
	£8,550.00

	
	Total
	£9,000.00
	
	Total
	£9,000.00

	
	
	
	
	
	

	Mandy A/C (Receivable)

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	24-Jun
	Sales
	£5,000.00
	24-Jun
	Discount
	£150.00

	
	
	
	
	balance c/d
	£4,850.00

	
	Total
	£5,000.00
	
	Total
	£5,000.00


Table 4.2: Transactions with Customers
[bookmark: _Toc17128608]Transactions with Suppliers
	Georgina A/C (Payable)

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	13-Jun
	Discount Received
	£840.00
	13-Jun
	purchase
	£12,000.00

	25-Jun
	Cash
	£11,160.00
	
	
	

	
	Total
	£12,000.00
	
	Total
	£12,000.00

	
	
	
	
	
	

	Andrew A/C (Payable)

	Date
	Particulars
	amount
	Date
	Particulars
	amount

	21-Jun
	discount
	£91.00
	21-Jun
	Purchase
	£4,500.00

	27-Jun
	Cash a/c
	£4,459.00
	
	
	

	
	Total
	£4,500.00
	
	Total
	£4,500.00

	
	
	
	
	
	


Table 4.3: Transaction with Suppliers


[bookmark: _Toc17128609]Extraction of Trial Balance at 27 June
	     Trial Balance at 27 June

	Account Balance
	Amount (GBP) (Dr.)
	Amount (GBP) (Cr.)

	Revenue
	
	£28,500.00

	Purchases
	£16,500.00
	

	Cash
	£6,555.00
	

	Sales Returns
	£1,000.00
	

	Mandy- Receivable
	£5,000.00
	

	Discount Allowed
	
	£930.00

	Discount Received
	£375.00
	

	Total Balance
	£29,430.00
	£29,430.00


Table 4.4: Trial Balance at 27 June 
[bookmark: _Toc17128610]Task 5
[bookmark: _Toc17128611]Differentiation between Revenue Expenditure and Capital Expenditure 
In general, business expenditure can be segmented into two parts, one is Revenue Expenditure and another one is Capital Expenditure. According to Mohanty and Patra (2016), Revenue expenditures are recorded on the profit and loss statement in terms of expenses. On the other hand, Capital expenditures are recorded in the Balance Sheet under the value of Assets. Bryan et al. (2017), opined that capital expenditures are recorded into balance sheet because they will be either depreciated or amortized based on the asset’s nature. Thus, it can be said that capital expenditures are selected for capitalisation by the mean of their record track on financial position statement. This is because of these phenomenon generates advantages for business in several accounting periods.
Furthermore, with reference to the International Financial Reporting Standards (IFRS) it can be found that all of the accounting standards and guidelines related to revenue and capital expenditure are regulated under the guidance of governing body International Accounting Standards Board (IASB). Thus, accounting standards related to capitalisation of Capital Expenditure involves IAS 18 and intangible assets along with revenue recognition in revenue Expenditure is regulated based on accounting standard IAS 38 (ifrs.org, 2019). 
With reference to the IFRS guidelines, it can be said that revenue expenditure is documented on the P & L statement as expenses due to their phenomenon of providing benefits in one single accounting period. Thus, Feldstein (2015), stated that their existence needs to be only recorded in one single accounting period. On the other hand, it can be seen that under IAS 18 accounting standard, capital expenditures generates major benefits in several accounting periods and these are required to be represented on the accounts (iasplus.com, 2019). Thus, capitalization becomes the simplest approach of capital expenditures  solve accounting problems.
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