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	Business Account
	Client Account

	Date 
	Details
	DR
	CR
	Bal
	DR
	CR
	Bal

	10th sept
	Mining search 
	60 
	
	
	
	
	

	11th sept 
	Cheque 
	
	
	
	100
	
	40

	16th sept
	Land search 
	
	
	
	15
	
	25

	2nd nov
	South west advance 	
	
	
	
	100,000
	
	100,025

	4th nov 
	South west charge 
	
	
	
	
	120
	

	6th nov
	Professional charges 
	850 
	
	
	
	
	




	Sarah brown- cash account 
	Business Account
	Client Account

	Date 
	Details
	DR
	CR
	Bal
	DR
	CR
	Bal

	10th sep 
	Mining search 
	
	60
	
	
	
	

	11 sept
	cheque
	
	
	
	
	100
	40

	16 sept
	Land search 
	
	15
	
	
	
	25

	2nd nov
	South west advance
	
	
	
	
	100,000
	100,025

	4th nov
	Southwest charge 
	
	
	
	120
	
	99,905

	6th nov
	Professional charge 
	
	850
	
	
	
	





	[bookmark: _Hlk134523917]HMRC

	Date 
	Details
	DR
	CR
	Bal

	
10th sept 

	Mining vat 
	12
	
	

	4th nov 


	South west vat 
	24
	
	

	6th nov 
	Professional charge vat 
	
	170
	

	5th aug
	Office furniture VAT 
	80
	
	54

	
	
	 
	
	




	Profit cost 

	Date 
	Details
	DR
	CR
	Bal

	
6th nov 

	Professional charges 
	850 
	
	

	


	
	
	
	

	 
	
	
	
	







Williams and Lewis LLP 
1 Swansea street 
Swansea 
Sw54 1we 

Invoice to client 

Charges incurred 
Mining search                                           £60 plus VAT £12 = £72.00 
Land search                                               £15                       =£15.00
South west charge                                   £120 plus VAT £24.00= £144.00 
Professional charge                                 £850 plus VAT £170 = £1020.00

Total owed = £1045.00 PLUS 
                       VAT = £206.00 
TOTAL = £1251.00 
Money on account =£100 

Total owed £1151.00 
To be paid by 10th November to                                       Williams and Lewis LLP 
Task 1: (20 marks)

To complete a set of entries using the correct ledger and cash accounts creating a full accounting record of the following scenario:


1st June Sarah Brown instructs the solicitors firm Williams and Lewis LLP to act on her behalf on the matter of her purchase of 2 Overland Close Swansea. 

10th Sept Williams and Lewis LLP pay a mining search fee of £60 plus VAT (this is not a disbursement for VAT purposes, although the firm will want to show it separately on its bill)

11th Sept Sarah Brown sends a cheque for £100 on account for disbursements and costs. 

16th Sept  Williams and Lewis LLP pay a land search fee of £15 

2nd Nov South West Building Society advances £100,000 to Sarah Brown for the purchase of her house.

4th Nov Williams and Lewis LLP charge South West Building Society £120 plus VAT for acting for it on the mortgage advance. Sarah Brown has agreed to pay these charges.

5th Nov Sarah Brown completes on the sale of the property

6th Nov Williams and Lewis LLP charge Sarah Brown professional charge of £850 plus VAT

8th Nov Sarah Brown settles her bill in full. 

Task 2 (10 marks)
Write out a bill setting out the costs and charges that Sarah Brown owes Williams and Lewis LLP

Task 3 (8 marks)

5th August Williams and Lewis LLP buy some office furniture for £400 plus VAT.

Using your HMRC accounts show the input and output tax between August and November and how much is owed if anything to HMRC. 


Task Four: (12 marks)
Answer the following multiple choice questions:

Question 1
A bill is sent to a client showing professional charges of £2,000 plus VAT of £400. The client challenges the bill and it is agreed that the professional charges will be reduced by £200 plus VAT as appropriate.
Which of the following statements correctly describes the ledger entries that will be made to reflect the abatement of the bill?

C.	 Profit Costs £1,800 DR and VAT £360 DR on the business side of the Client account.


Question 2
A firm of solicitors acts on behalf of a company that is registered for VAT. Before the firm of solicitors has issued its own invoice for work done, the firm pays a consultant’s fee of £1,000 plus £200 VAT on behalf of the company. The consultant’s invoice is addressed to the firm. Which entry shows how the payment should be recorded on the client account at the time of payment of the invoice for the consultant’s fee?

A.	 DR £1,200 business section



             Question 3
A firm sends a client a bill for professional charges of £1,500 plus VAT for work carried out by the firm in setting up a company for the client. The client then sends the firm a cheque for in full payment of the bill and the VAT.
Which of the following represents the pair of double entries the firm would need to make when it issues the bill and then when the client pays the bill?

1. DR the Client account, business section; CR the firm’s Profit Costs and HMRC accounts when the bill is issued.
CR the Client account, business section and DR the Profit Costs and HMRC accounts when the client pays.


Question 4 
A firm of solicitors pays off a bank loan and sends a bill to its client for professional charges 
Which of the following pairs of entries show how the transactions should be recorded?
1. DR entry Cash account, CR entry Bank Loan account.
CR entry Profit Costs account, DR entry Client’s account.






Question 5
A firm of solicitors buys new office premises for £1 million.

Which of the following pair of double entries shows how the transaction should be recorded?


              E.	CR entry Expense account. DR entry Premises account



Question 6
A firm of solicitors issues a bill to a client for its professional charges. The firm correctly records the debt now owed to the firm by making a DR entry in a client account in the name of the client.
Which of the following best explains how the corresponding double entry should be recorded?

E.	A CR entry on an Expense account because the firm has incurred an expense.


Question 7
A firm sends a bill for professional charges to a client. The firm receives a cheque from the client in payment of the bill. 
Which of the following pair of double entries shows how the receipt of the cheque should be recorded?

c- CR profit costs account business section.
DR client ledger account business section




Question 8
During an accounting period, a firm of solicitors bills its clients for total professional charges of £400,000 plus VAT of £80,000. In the same accounting period, the firm buys a computer for £10,000 plus VAT of £2,000. The firm is registered for VAT purposes. How much is the firm required to pay to HMRC in respect of VAT at the end of the accounting period?

A.	£80,000.



Question 9
A solicitor delivers a bill to a client for professional charges of £1,000 plus VAT. The client complains that the bill is too high. The solicitor agrees to reduce the bill by 10%.
Which of the following best describes how the reduction should be recorded on the client ledger account?


1. CR (Client section) Profit costs – abatement £100.
CR (Client section) VAT – abatement £20.



Question 10
A solicitor delivers a bill to a client for professional charges of £1,000 and VAT of £200. The client sends the solicitor a cheque, made payable to the firm, for £1,200 in payment of the bill, but the accompanying letter instructs the solicitor not to pay in the cheque until the client confirms that there are sufficient funds in their bank account for the cheque to clear.
Should the solicitor pay the cheque into the firm’s client bank account?

1. No, because the client’s instructions have been given in writing.


Question 11
A solicitor is acting for a client in a business transaction. The solicitor receives £100,000 from the client to be used in the transaction. The solicitor pays the money into the firm’s general client account. Unexpectedly, the transaction is delayed, and the money is held in the general client account for much longer than anticipated. In view of the delay, the solicitor decides to allow £50 in interest.

Which of the following pair of double entries shows how the interest owed to the client should be recorded?


C –
DR Interest payable ledger account (Business section)
CR Client ledger account (Client section)




Question 12
A firm received £200,000 on behalf of a client and paid the money into a separate designated deposit bank account. The bank informs the firm that £100 interest has been earned on the money. 
Which of the following best describes how the firm should deal with the interest?



C- Instruct the bank to transfer the interest to the client’s ledger account.
D- Record the interest on the business section of the client’s ledger account.





By Ceri-anne Johnson 


