Accounting Fundamentals
Double entry and the ‘T’ accounts
Student exercise – 4

Jack Jones, a new sole trader, carries out the following transactions

1. Jack starts his business with £40,000 which he pays into the newly opened business bank account on May 1st 20x2

2. The business buys £2,000 of inventory (stock) for resale and pays by cash from the business bank account on May 2nd of May 


3. On the 3rd of May, Jack buys some more inventory, but this time buys on 30 days credit from Retail Supplies Limited for £5,000

4. The business buys a delivery van for £15,000 with a loan from the bank of £10,000 and pays the balance in cash on the 6th of May


5. Jack’s first customer, Acme Limited, buys £4,000 of goods (inventory) on 20 days credit on the 8th of May

6. On the 10th of May Jack fills up the delivery van with petrol worth £90 and pays cash


7. The annual rent (£5,000) for the business’s lock-up store is paid electronically from the bank on the 14th of May

8. The business buys some office equipment for £2,500 cash on the 18th of May and a computer on credit from Office Traders Limited for 2,000 on the same day

Required
· Prepare all the necessary ‘T’ accounts and enter all the above transactions
· Calculate the A = C + L formula as at the 18th of May
· Balance off all the accounts as at the 31st of May 20x2 


