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[bookmark: _Hlk97199923]The Bookkeeper of General Supplies Ltd has presented you with the following trial balance for the 12 months ended 31 December 2021.




	
	Debit (£)
	Credit (£)

	Finance Income
	
	4,000

	Finance expense
	16,000
	

	Share Capital
	
	347,900

	Bank
	
	2,000

	Opening Inventory
	90,000
	

	Machinery at cost
	120,000
	

	Depreciation for machinery
	30,000
	

	Buildings at cost
	750,000
	

	Depreciation for buildings
	32,500
	

	Provision for Depreciation - Buildings
	
	132,500

	Provision for Depreciation – Machinery
	
	55,000

	Legal expenses
	7,000
	

	Heating and Lighting
	10,000
	

	Long Term Loans
	
	200,000

	Rent and Rates
	24,780
	

	Insurance
	16,000
	

	
	
	

	Postage and Stationery
	6,000
	

	Share Premium
	
	100,000

	Sales Revenue
	
	900,000

	Retained Profits
	
	50,000

	Travelling Expenses
	5,000
	

	Motor Running Expenses
	8,700
	

	Salaries and Wages
	150,000
	

	Bad Debt
	4,000
	

	Purchases 
	560,000
	

	Revaluation Reserve
	
	100,000

	Provision for bad debts
	
	4,000

	Add: Accrual 
	3,220
	

	Taxation
	12,900
	

	Trade Receivables (debtors)
	400,000
	

	Trade Payables (creditors)
	
	350,000

	
	2,246,100
	2,245,400

	
	
	






a. Depreciation is yet to be provided as follows:

Buildings:	5% reducing balance.

Depreciation for buildings (750,000-100,000=650,000x5%=32,000)


Machinery:	25% straight line.

Depreciation for machinery (120,000x25%=30,000)

b. The bad debt provision is to be adjusted to 1% of outstanding trade receivables.


c. Insurance for the year ended 31 December 2021 was £16,000 so a prepayment has been made. 

We must make another line in the trial balance, and we must add 16,000 on the credit side.

d. An invoice for rates for the three months to 31 December 2021 totalling £3,220 has not been paid and not entered in the accounting records. An accrual is required. 

e. Closing Inventory was £125,000.


   

General Supplies Ltd
INCOME STATEMENT FOR THE YEAR ENDEN 31ST DEC 2021

                                                                                                   £

Sales                                                                                              900,000                                                                     
Cost of sales                                  
         Opening stock                                      90,000 
         Purchases                                            560,000
         Less closing stock                               (125,000)                  (525,000)
Gross profit                                                                                  375,000                                                                              
Less operating Expenses
         Rent                                                      24,780  
         Postage and Stationery                        6,000         
         Salaries and Wages                             150,000    
         Motor Running Expenses                     8,700        
         Heating and Lighting                            10,000
         Travelling Expenses                             5,000
         Insurance                                             16,000                      
         Depreciation                                         62,500
         Bad Debt                                              4,000   
         Legal expenses                                    7,000                             (293.980)
Operating profit                                                                                    81,020
Finance expenses                                                                               (16,000)
Finance income                                                                                   4,000
Profit before tax                                                                                   69,020
Taxation                                                                                              (12,900)
Net profit                                                                                             56,120


                          	 
                                                                                         
                          

General Supplies Ltd
Statement of Financial Position 31st Dec 2021 




                                                                                   £

Non-current assets   
        Buildings 750,000-132,500                                                         617,500                                                       
        Machinery 120,000-55,000                                                         65,000
Current assets 
        Inventory                                                                                     125,000
        Taxation                                                                                      12,900
        Trade Receivables 400,000-4,000                                              396,000
Total assets                                                                                       1,216,400

Equity and liabilities 
Non-current liabilities  
        Long Term Loans                                                                        200,000
Current liabilities 
        Trade Payables                                                                           350,000


Equity 
        Share capital                                                                               347,900
        Share Premium                                                                           100,000
        Bank                                                                                            2,000
        Retained Profits 50,000+56,120                                                 106,120
        Revaluation Reserve                                                                  100,000
Total equity and liabilities                                                                1,206,020
 

                                                                    

