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[bookmark: _Toc15888868]Introduction 
This assignment provides accounting fundamentals of UK.  Ledger accounts, trial balance have to be given based on the case studies provided. This will help to understand the procedures take place at the time of preparing financial statements. In the fifth task, difference between capital and revenue expenditure based on International Accounting Standards has been elaborated.
[bookmark: _Toc15888869]Task 1	
[bookmark: _Toc15888870](a) Following are the accounts of ledger-
	Accounts of ledger of Maxim 

	Dr. 
	Capital 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	5th Apr
	To-Bal c/d
	300
	5th Apr
	By- Cash 
	300

	
	
	300
	
	
	300

	
	
	
	
	By- Bal b/d
	300

	
	
	
	
	
	

	Dr. 
	Cash 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	5th Apr
	By- Capital
	300
	7th Apr
	By- Purchase 
	200

	8th Apr
	To- Loan
	250
	15th Apr
	By- Purchase 
	150

	20th Apr
	To- Sales 
	350
	28th Apr
	By- Rent 
	50

	
	
	
	29th Apr
	By- Loan
	200

	
	
	
	30th Apr
	By- Drawings
	60

	
	
	
	
	By- Bal c/d
	240

	
	
	900
	
	
	900

	
	To- Bal b/d
	240
	
	
	

	
	
	
	
	
	

	Dr. 
	Purchase 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	7th Apr
	To- Cash
	200
	
	
	

	15th Apr
	To- Cash
	150
	
	By- Bal c/d
	350

	
	
	350
	
	
	350

	
	To- Bal b/d
	350
	
	
	

	
	
	
	
	
	

	Dr. 
	Loan 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	29th Apr
	To- Cash
	200
	8th Apr
	By- Cash
	250

	
	To- Bal c/d
	50
	
	
	

	
	
	250
	
	
	250

	
	
	
	
	By- Bal b/d
	50

	
	
	
	
	
	

	Dr. 
	Rent  
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	28th Apr
	To- Cash 
	50
	
	By- Bal c/d
	50

	
	
	50
	
	
	50

	
	To- Bal b/d
	50
	
	
	

	
	
	
	
	
	

	Dr. 
	Drawings 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	30th Apr
	To- Cash 
	60
	
	By- Bal c/d
	60

	
	
	60
	
	
	60

	
	To- Bal b/d
	60
	
	
	

	
	
	
	
	
	

	Dr. 
	Sales 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	
	To- Bal c/d
	350
	20th Apr
	By- Cash 
	350

	
	
	350
	
	
	350

	
	
	
	
	By- Bal b/d
	350



Table 1: Recording of ledger
[bookmark: _Toc15888871](b) List containing account balances-
	Capital 
	300

	Cash 
	90

	Purchase 
	350

	Loan
	50

	Rent 
	50

	Drawings 
	60

	Sales 
	350



Table 2: Balances of accounts
[bookmark: _Toc15888872](c) Statement showing loss and profit along with finance position of Maxim-
	Statement showing loss and profit 

	Items
	Amount (£)

	Revenue
	350

	Sales 
	

	Expenses
	50

	Rent 
	

	Net income 
	300



Table 3: Account of P/L
	Documentation of financial performance of Maxim

	For 30th April

	Liabilities
	£
	£
	Assets
	£

	Capital 
	300
	
	Motor van 
	150

	Add: Profit 
	300
	
	Stock 
	100

	Less: Drawings
	60
	540
	Cash 
	240

	Loan 
	
	50
	Miscellaneous
	100

	
	
	590
	
	590



Table 4: Statement reflecting position of finance
Analysis of the financial documents-
Preparation for financial documents has been done which is showing the financial performance along with market position of Maxim. All the transactions of the business of Maxim have been recorded in the ledger accounts is helping to sort them into relevant categories. Journals help to form ledger accounts in the business that is maintained to categorise transactions. As influenced by Lang and Stice-Lawrence (2015, p.120), this is helping to project the performance of the trader throughout the year. It can be seen from the P/L that the business of Maxim is gaining profit and a profit of £300 has occurred. In order to determine the liability portion of the business, the profit amount has been added to the introduced capital. This is helping to project the financial performance of Maxim. Amount of loan has been mitigated by more than 50% which means Maxim has caused the capacity to pay off its debt. This is showing that business of Maxim is having growth.


[bookmark: _Toc15888873]Task 2	
[bookmark: _Toc15888874](a) Following are the accounts of ledger-
	Accounts  of ledger of Pendo

	Dr. 
	Capital 
	Cr. 

	Date
	Items 
	£
	Date
	Items
	£

	1st Jan
	To- Bal c/d
	5000
	1st Jan
	By- cash 
	5000

	
	
	5000
	
	
	5000

	
	
	
	
	By- Bal b/d
	5000

	
	
	
	
	
	

	Dr. 
	Cash 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	1st Jan
	By- Capital
	5000
	2nd Jan
	By- Purchase 
	600

	4th Jan
	To- Loan
	1000
	3rd Jan
	By- Purchase 
	1300

	13th Jan
	To- Sales 
	300
	10th Jan
	By- Expenses
	200

	20th Jan
	To- Sales 
	500
	24th Jan
	By- Expenses
	150

	
	
	
	27th Jan
	By- Loan
	350

	
	
	
	30th Jan
	By- Drawings
	175

	
	
	
	
	By- Bal c/d
	4025

	
	
	6800
	
	
	6800

	
	To- Bal b/d
	4025
	
	
	

	
	
	
	
	
	

	Dr. 
	Purchase 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	2nd Jan
	To- Cash
	600
	
	
	

	3rd Jan
	To- Cash
	1300
	
	By- Bal c/d
	1900

	
	
	1900
	
	
	1900

	
	To- Bal b/d
	1900
	
	
	

	
	
	
	
	
	

	Dr. 
	Loan 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	27th Jan
	To- Cash
	350
	4th Jan
	By- Cash
	1000

	
	To- Bal c/d
	650
	
	
	

	
	
	1000
	
	
	1000

	
	
	
	
	By- Bal b/d
	650

	
	
	
	
	
	

	Dr. 
	Drawings 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	30th Jan
	To- Cash 
	175
	
	By- Bal c/d
	175

	
	
	175
	
	
	175

	
	To- Bal b/d
	175
	
	
	

	
	
	
	
	
	

	Dr. 
	Sales 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	
	
	
	13th Jan
	By- Cash 
	300

	
	To- Bal c/d
	800
	20th Jan
	By- Cash 
	500

	
	
	800
	
	
	800

	
	
	
	
	By- Bal b/d
	800

	
	
	
	
	
	

	Dr. 
	Expenses 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	10th Jan
	To- Cash
	200
	
	
	

	24th Jan
	To- Cash
	150
	
	By- Bal c/d
	350

	
	
	350
	
	
	350

	
	To- Bal b/d
	350
	
	
	‘



Table 5: Recording of ledger
[bookmark: _Toc15888875](b) Balance of trial as on 31st January for Pendo-
	Preparation of balance of trial 

	As at 31st Jan

	Items
	Dr(£)
	Cr (£)

	Capital 
	
	5000

	Cash 
	4025
	

	Purchase
	1900
	

	Loan 
	
	650

	Drawings
	175
	

	Sales 
	
	800

	Expenses
	350
	

	Total 
	6450
	6450’



Table 6: Balance of trial
[bookmark: _Toc15888876](c) Statement showing loss and profit along with finance position of Pendo-
	Statement showing loss and profit of Pendo

	Particular items
	Amount (£)

	Revenue
	

	Sales 
	800

	Expenses
	

	Rent 
	350

	Net income 
	450



Table 7: Recording of loss and profit
	Documentation of financial performance of Pendo

	For 30th April

	Liabilities
	£
	£
	Assets
	£

	Capital 
	5000
	
	Motor van 
	600

	Add: Profit 
	450
	
	Stock 
	800

	Less: Drawings
	175
	5275
	Cash 
	4025

	Loan 
	
	650
	Miscellaneous
	500

	
	
	5925
	
	5925



Table 8: Statement reflecting position of finance
Analysis of the financial documents-
Analysing the above financial documents it can be seen that business of Pendo is running well and it is earning profit. Accounts of ledger, loss and profit have been done to categorise the transactions of the business. Profit of £450 has been earned which is helping to increase wealth of the trader. Along with ledgers, place of trial has been prepared to match the debit side and credit side. Based on the opinion of Robinson et al. (2015, p.53), recording of money transactions is helping the trader to reduce cost and increase profit.


[bookmark: _Toc15888877]Task 3
[bookmark: _Toc15888878](a) Following are the accounts of ledger-
	Ledger accounts of Mafuta

	Dr. 
	Cash 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	11th Jan 
	To- Sales 
	64
	5th Jan
	By- Wages
	12

	7th Jan
	To- Smith
	18
	9th Jan
	By- Max
	21

	21st Jan
	To- Sales 
	110
	14th Jan
	By- Wages
	14

	23rd Jan 
	To- Harvey
	25
	14th Jan
	By- Purchase
	75

	28th Jan
	To- Sales 
	84
	5th Jan
	By- Rich
	162

	
	To, Bal c/d
	50
	20th Jan
	By- Office desk 
	32

	
	
	
	21st Jan
	By- Wages
	17

	
	
	
	23rd Jan 
	By- Office expenses
	3

	
	
	
	28th Jan
	By- Wages
	15

	
	
	
	
	
	

	
	
	351
	
	
	351

	
	
	
	
	To- Bal b/d
	50

	
	
	
	
	
	

	
	
	
	
	
	

	Dr. 
	Sales
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	
	
	
	11th Jan 
	By- Cash 
	64

	
	
	
	21st Jan
	By- Cash 
	110

	
	To- Bal c/d
	194
	28th Jan
	By- Cash 
	84

	
	
	194
	
	
	194

	
	
	
	
	By- Bal b/d
	194

	
	
	
	
	
	

	Dr. 
	Rich
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	5th Jan
	To- Cash
	162
	
	
	

	
	
	
	
	By- Bal c/d
	162

	
	
	162
	
	
	162

	
	To- Bal b/d
	162
	
	
	

	
	
	
	
	
	

	Dr. 
	Max 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	9th Jan
	To, Cash
	21
	
	
	

	
	
	
	
	By- Bal c/d
	21

	
	
	21
	
	
	21

	
	To- Bal b/d
	21
	
	
	

	
	
	
	
	
	

	Dr. 
	Smith 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	
	
	
	7th Jan
	By- Cash
	18

	
	By- Bal c/d
	18
	
	
	

	
	
	18
	
	
	18

	
	
	
	
	By- Bal b/d
	18

	
	
	
	
	
	

	Dr. 
	Harvey
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	
	
	
	7th Jan
	By- Cash
	25

	
	By- Bal c/d
	25
	
	
	

	
	
	25
	
	
	25

	
	
	
	
	By- Bal b/d
	25

	
	
	
	
	
	

	Dr. 
	Purchase
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	5th Jan 
	To-Rich
	150
	
	
	

	14th Jan
	To- Cash
	75
	
	By- Bal c/d
	225

	
	
	225
	
	
	225

	
	To- Bal b/d
	225
	
	
	

	
	
	
	
	
	

	Dr. 
	Wages
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	14th Jan
	To- Cash
	12
	
	
	

	21st Jan
	To- Cash
	14
	
	
	

	28th Jan
	To- Cash
	17
	
	By- Bal c/d
	43

	
	
	43
	
	
	43

	
	To- Bal b/d
	43
	
	
	

	
	
	
	
	
	

	Dr. 
	Office desk
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	9th Jan
	To- Cash
	32
	
	
	

	
	
	
	
	By- Bal c/d
	32

	
	
	32
	
	
	32

	
	To- Bal b/d
	32
	
	
	

	
	
	
	
	
	

	Dr. 
	Office expenses
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	9th Jan
	To, Cash
	3
	
	
	

	
	
	
	
	By- Bal c/d
	3

	
	
	3
	
	
	3

	
	To- Bal b/d
	3
	
	
	



Table 9: Recording of ledger
[bookmark: _Toc15888879](b) Balance of trial as on 31st January for Mafuta-
	Balance of trial

	For 31st Jan

	Particulars
	Debit (£)
	Credit (£)

	Cash 
	
	

	Purchase
	343
	50

	Max
	225
	

	Rich
	21
	

	Sales 
	162
	

	Harvey
	
	194

	Wages
	25
	25

	Office desk 
	43
	

	Office expenses
	32
	

	Inventory
	3
	

	Fittings and furniture
	
	458

	Suspense
	71
	198

	Total
	925
	925



Table 10: Balance of trial
[bookmark: _Toc15888880](c) Statement showing loss and profit along with finance position of Mafuta-
	Statement of loss and profit of Mafuta

	Particulars
	Amount (£)
	Amount (£)

	Revenue
	
	

	Sales 
	
	194

	Expenses
	
	

	Wages
	25
	

	Office desk 
	43
	

	Office expenses
	32
	100

	Net income
	
	94



Table 11: Recording of loss and profit
	Documentation of financial performance of Mafuta

	For 30th April

	Liabilities
	£
	Assets
	£

	Net income 
	94
	Cash 
	393

	Miscellaneous
	1093
	Inventory
	458

	
	
	Fittings and furniture
	198

	
	
	Receivables
	138

	
	1187
	
	1187



Table 12: Statement reflecting position of finance
Analysis of the financial documents-
The above projected financial documents show the relevancy of the accounts. As per the suggestion of Iyengar et al. (2017, p.65), this is helping to reflect the current position of the business. Mafuta is a retailer who has made the above transactions. These transactions have helped the business to maintain the debtors as well as creditors. Assets which are present in the hand of the retailer are reflected in the accounts. Ledgers along with loss and profit statement have been created in this regard. This helps to determine the net income of the business along with possession of assets and liabilities. Liabilities include creditors of the business from whom Mafuta has taken loan. This reflects the liability portion of the firm and its debt position.  
The research of Muhandisah and Anisykurlillah (2016, p.385) has reflected that transactions have to be recorded in order to examine the flow of cash within the business. All the transactions that have taken place during the month of January have been reflected that is helping the retailer to make wide business related decisions. Decisions are based on the profit and loss of the firm along with maintenance of the office. Balance of trial has been prepared which facilitates the process of matching balance of debit side with the balance of credit side. Documents of finance are very necessary for a business to perform at its full strength. [Refer to appendix 1]


[bookmark: _Toc15888881]Task 4
[bookmark: _Toc15888882]Preparation of accounts of ledger and balance of trial
	Accounts of Ledger of Ricardo

	Dr. 
	Sales
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	14th June 
	Hywel
	450
	2nd June
	By- Claire
	8075

	
	
	
	20th June
	By- Cash 
	6000

	
	To, Bal c/d
	5975
	
	
	

	
	
	6425
	
	
	14075

	
	
	
	
	By- Bal b/d
	5975

	
	
	
	
	
	

	Dr. 
	Claire
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	2nd June
	To- Sales
	8075
	24th June
	By- Cash 
	425

	
	
	
	
	By- Bal c/d
	7650

	
	
	8075
	
	
	8075

	
	To- Bal b/d
	7650
	
	
	

	
	
	
	
	
	

	Dr. 
	Georgina
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	25th June
	To- Cash
	11640
	13th June
	By- Purchase
	11640

	
	
	11640
	
	
	11640

	
	
	
	
	
	

	Dr. 
	Hywel
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	14th June
	To- Sales
	8550
	25th June
	By- Cash
	8550

	
	
	8550
	
	
	8550

	
	
	
	
	
	

	Dr. 
	Andrew
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	27th June
	To- Cash
	4410
	21st June
	By- Purchase
	4410

	
	
	4410
	
	
	4410

	
	
	
	
	
	

	Dr. 
	Cash 
	Cr. 

	Date
	Items
	£
	Date
	Items
	£

	20th Jan 
	To- Sales 
	6000
	25th June
	By- Georgina
	11640

	24th June
	To- Claire
	425
	27th June 
	By- Andrew
	4410

	25th June
	To- Hywel
	8550
	
	
	

	
	By- Bal c/d
	1075
	
	
	

	
	
	16050
	
	
	16050

	
	
	
	
	By- Bal b/d
	1075



Table 13: Recording of ledgers
	Balance of trial 

	For 27th June

	Items
	Dr (£)
	Cr (£)

	Sales
	
	5975

	Claire
	7650
	

	Georgina
	
	11640

	Cash 
	
	1075

	Suspense
	11040
	

	Total 
	18690
	18690



Table 14: Balance of trial
Analysis of financial documents-
Ricardo has recorded all the transactions in the ledger which is helping him to categories income and expenses. These are based on the principles that are followed at the time of preparation of financial documents. Different creditors and debtors are recessed in the financial documents which are helping to classify all the transactions. As per the approach of Lang and Stice-Lawrence (2015, p.122), ledger accounts along with balance of trial have been provided for better analysis of the documents provided by Ricardo. Recording all the transaction in detail has helped Ricardo to gain insight about the amount in terms of debt. This has facilitated the process of better calculation along with better analysis by the accountant of the firm. All the relevant accounts of debtors and creditors are recorded accordingly. 

[bookmark: _Toc15888883]Task 5
[bookmark: _Toc15888884]Difference between capital and revenue expenditure based on International Accounting Standards	
Difference exists between the type of expenses such as capital and revenue expenses. This is because the nature of the expenditures is opposite to each other. Capital expenses occur for fixed assets purchase which is expensive to be more productive in the business in the future. As per the suggestion of Bahri (2017, p.30), revenue expenses mainly occurs for specific purposes of the business namely COGS, maintenance and repairs and relevant expense which are short term in nature. The main difference between these two types of expenses is -
[image: https://lh3.googleusercontent.com/RVqBu53O9AWlJe8WdT2OKUqw11ONBF5WHKsFl0xK4UZIpZQ0vROOksvjUqel1QUiNmdJtCVu7TPnxY7i2jGoTka9fb1xfyLxBKufk0QbWawcnpS73Adp9mTqVJzaH7Eabn5uGXEA]
Figure 1: Difference between capital and revenue expenditure
(Source: As influenced by Loughran and McDonald, 2016)
Timing
In this case, capital expenses are changes on the amount of depreciation per assets. This depreciation happens over a long period of time. In case of revenue expenses this mainly helps to record transactions that are short term. Transactions that are related to the current business period use this method. 
Size
It can be seen that capital expenses involves transactions that consists of large amount of money. This is because the expenses which cross the normal amount of money are inserted into this category. However, in the case of revenue expense this is not the case and short monetary transactions are recorded in this category. 
Consumption
Capital expense is based on the useful life of the fixed assets. Fixed assets involves large amount of money which helps the business to segregate the transactions based on their monetary value. Revenue expenses are considered to be useful for short period expenses and this helps to maintain their balance of the business. 
It can be seen that there are three main criteria based on which the differentiation between the two types of expenses are done. As per the analysis of Loughran and McDonald (2016), capital expenditure helps to record transactions that are represented annually whereas the revenue expense facilitated the procedure of recording the value related to short term period. [Refer to appendix 2]
[bookmark: _Toc15888885]Conclusion 
It can be seen that recording of business transaction is an important aspect. Maxim has recorded all the transactions in ledger that has helped to categories the transaction. Mafuta has started the business and recorded loss and profit in the statement along with balance sheet. Capital and revenue expenditures of the business occur for long and short term expenses.
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[bookmark: _Toc15888887]Appendices
[bookmark: _Toc15888888]Appendix 1: Format of balance sheet
[image: ]
(Source: Muhandisah and Anisykurlillah (2016, p.385)


[bookmark: _Toc15888889]Appendix 2: Capital and revenue expenditure of organisations
[image: https://lh4.googleusercontent.com/42nqLP7ouyOhENwapLfk7zNg_tkhqnS7DAkMNqkbQTf7o4ogRrLTYOl5vAUaljYv7mHj-n7R3w923ToVBBmPYMCoMYbp3J2eldJhWl5XsbuAGGcXsMOMZFMqvAzBqf1tZ2WjS7O9]
(Source: As influenced by Loughran and McDonald, 2016)
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