Capital and
Revenue
Expenditures



CAPTTAL AND REVENUE EXPENDITURE
Capital Frpenditate s

Any expenditure  wicurred.

. On acquisation ot purchase ot mon current asset.

i increacing e, effidency, performance ot capaticy of non currenl asset.
Wi.m Making the non curteal oscer operational.

w. Directly ot legatly o0 the purchase ot van current asset.

v. Whith edd valug to nom Curent agets.

Recounting  Treatment =
They are  tecorded. of shown a¢ @om  curredl agels in Statement of financal
position

e LU
Any expenditure incurred. :-
i.0n day 1 day managemenl ot funning of the business.
i, Im mamtainin9 e e, oftict ency performance and copacily of Non current asset
i -Wheh are  of recuvrng nature, €.9: Repairs, renovation, Yczplacement,rcncwal,repaintin3
w.which do¢s mot add vatee 10 nadn curren asget .

nii ent -
'Nuj are, ClosSified. of shauwv  aS o‘)eraﬁng expenses in the INme, Sstatement

Egcgmple 1.

A ousiness wncuired.  the &ollou)iﬂg Qitpenditur(’s

. Purchace prict o new machinery 150000
2. Custom | import  Duty C307. of the. cost)

3. Freightc/ Trangport Charges 13060
4 Imsuronce in Transit 6000
5. Camiage Charqes 1000
6. INstallation Charges 2500
1 Tmin[ng o} Employees 1500

8. Trial Run | Test Run 1000

4. Fve Insurance uGoa



Qequired L
(olcwlate the vewe of machinery 10 be included i n6N Currenl  assels.

Capital Expenditures &
. Purchace price of new machinery 150000
2. Castom | import  Duty CA0T. of the, cost] 30000
3. Freignc/ Trangport Charges 13060
4 Wmsurone i Trans 6000
5. Cawmiage Charges 1000
6. Installation Charqes 2500
1 Trial Run [ Test Run 1000
Cost oF qon cutrent asset to be included in S.0.FP 202300
Fromple 2 -
fAn item o capital expenditure, i ’mcovrcctLﬂ cluded 6s revenue erpeaditure
Required

I-State the, effect of this error
i- Effect ot correcting the  erior

1. _Eftect
* Nof  (urvent  fissets L Capital ¥
‘ Operatfng erpenses T Profic L
0. Correttion
* Noft C(urrent fssets 1 Capital T

'Operatl‘ng erpenses \); Protit ()
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