PRACTICE EXAMPLE




Mr James is in business as a retailer of shoes and boots. At 28-11-15, his ledger account balances were as follows:



										   	£

[bookmark: _GoBack]Freehold Property									52000
Provision for depreciation (property)						3120
Fixtures and fittings								14000
Provision for depreciation (fixtures)						4525
Stock at 28-11-15									2200
Trade Debtors									1600
Trade Creditors									1200
Bank Current Account								850
Cash in Hand									100
Capital										60915
VAT Control Account (amount owed to HM C&E)				750
Accrued Telephone								240




The opening debtors and creditors were made up as follows :


							      Debtors	     Creditors

								 £		 £

Mr George							1400
Mr Samuels							200
Mr Raymond								1200

								1600		1200


During November 2015, the following transactions took place :


1 Nov		Made cash sales of £936 including VAT which were immediately banked
1 Nov	Paid a  cheque of £1150 to Mr Raymond in settlement of his opening balance, the remainder being allowed as a discount
4 Nov	Paid annual insurance of £1200 by cheque . There was no VAT on this transaction
8 Nov	Received a cheque of £175 from Mr Samuels in settlement of his opening balance , the remainder of the amount being given as a discount
10 Nov	Purchased goods of £1600 plus VAT from Mr Raymond on credit
12 Nov 	Received an electricity bill for the quarter ended 31st October 2015 for £288 including VAT
16 Nov 	Sold goods of £1520 plus VAT to Mr George on credit
17 Nov	Paid the opening VAT liability to HM Customs and Excise by cheque
17 Nov	Paid stationary costs of £48 including VAT out of petty cash
18 Nov	Paid Electricity bill received on 12 Nov by cheque
18 Nov	Received a cheque of £1350 from Mr George in settlement of his opening balance , the remainder of the amount being given as a discount
19 Nov	Made and immediately banked cash sales of £624 including VAT
20 Nov	Purchased goods of £240 plus VAT from Mr Raymond on credit
27 Nov	Sold goods to Mr George for £2200 plus VAT on credit
30 Nov	Reimbursed petty cash float to £100 by cashing a cheque 

TASK 1


(A) Complete the books of prime entry for the month

(b) Enter the opening balances into a spreadsheet

(c) At 30th November, post the information from the books of prime entry into your spreadsheet thus arriving at a series of draft balances

These draft balances should then form a trial balance at 30th November 2015



N.B.


Assume VAT of  20% unless otherwise stated

Work to the nearest £





After discussion with Mr James , you discover the following pieces of information which have not yet been accounted for :




(1) Depreciation is to be provided for the period at the following annual rates

Freehold Property		---   2% straight line
Fixtures and Fittings	---   20% straight line



(2) Stock held at 30th November 15 is valued at £2000. 
 
(3) All necessary accruals and prepayments need to be accounted for at 31st January 2011. Any estimate for the telephone charge outstanding is to be based upon the most recent bill

(4)	It is noted that the insurance paid on 4 Nov was for the 12 month period




TASK 2 :


Update your spreadsheet in order to reflect the additional information above and arrive at a set of final balances




TASK 3 :


Produce a profit and loss account for the month and a balance sheet at 30th November 2015
