LEASES AND HP CONTRACTS --- EXAMPLE?2

On 1*T January 2000 Nitro Ltd leases an item of plant and machinery . The
terms of the lease are that 5 equal annual 1nstallments are (o be paid , the
first installment being due on 1% January 2000 . The falr value of the asset
acquired was £7710 . The lease is to be accounted for as a finance lease

The rate of interest implicit in the lease agreement 1s 15%

Depreciation is to be provided at 20% on the straight line basis assuming nil
residual value

REQUIREMENT

Show how the lease would be accounted for in the profit and loss account
for the years ended 31% December 2000 and 2001 and also in the balance
sheet at that date assuming :

(a) the finance charge is apportioned using the actuarial method

(b)  the finance charge is apportioned using the sum of the digits method
method



LEres pr  HP Contracts — Exavpe 2
Sl SR T T TR WL, O T v R, e T et Y S

(k)

Tt ﬁwmz cgtwag :(SKZocm) - 3310

= {220
e
Ym Sta<T K?PAY{TWT Vvance Cue- & D
Q000 30 cho‘(}) LA 6SL1
ool 563 (o00) XY S282
ooor  5RS 2 (200 ) 4 &L 2340
2003 %140 (zowo) 2&0 200D
% RAO0O (2ooo> - —
2

?BOFLT A/ ZO S A‘Lccu;u't‘ g)C'G’tACT>

Hnenes Z&la?( §_§_S _g:_s?_

DQP P S 42 142




Rpeanice Skeet (Exwesct)

T

\h.
G
™~
o~

:

/(07"5\_ Mo Foed feseks

i %CA

Cﬂeo eOes: Amo/v\t ﬂgﬁw OO

Creocoez: Amonks J% Auve 33;}
Gl ot o g
1)

Yenc Fiv ree Che
Co00 20 x Vi 16
o0\ 2290 x %’0 68
20z R0 X Y 458
ooy, QR0 A Yo 2R A

200 -

22%

-




STM‘(’___ _

o
6626

533
23 |
RLOOO

ﬁwwmw&

(Tooo)
(2owo )
(2000 )
(oo )
—

Fov Cho-

U6

68+
458
(g

p——

6624
5313
Kemu|

Cooo



Crorc s Loss  Pecovac ((:/\:Trm—cc)
/\/\/\f\/\/\/\/\/\/\/w

oo
2
%mm |S42
Bocowce  Sheer ( (:XT@ACTB
AM/\/\/\/\/\/_\_/
o0
{_
nglﬁ& Fred  Agsek 4 i—?_é
Cfaé‘br&{)fzg: Al/)vcx/n‘k _ y d&,@ 2000

waidu; ALY

Crrapcons: Awwuy\):, m

j

=
o

|

A
s
N

|

4626 (w)



