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Question 1

A) JOURNAL ENTRY:
Books of Danny ltd as on 31st December 2019
[image: ]

Depreciation on Motor vehicle on reducing method:
= £ 51200*20/100
= £ 10240
Depreciation on computer equipment on cost:
= £ 10000*10/100
= £ 1000


















b)	TRIAL BALANCE:
Trial balance as on 31.12.2019
[image: ]
c)PROFIT AND LOSS ACCOUNT:
profit and loss account  
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BALANCE SHEET
[image: ]
Question 3

a)	JOURNAL ENTRIES
Books of Amber’s as on 31st December 2019
[image: ]
Working notes: 
Inventory equation= opening stock + purchase = closing stock +COGS
Inventory = 31500-22500 = 9000
COGS = 22500+120000-31500
	= 111000
Depreciation of fittings = book value - accumulated depreciation * 12% 
			   = (10950-3750) *12/100
			   = 864
Depreciation of buildings = book value/ life cycle
     = 45000/40 
     = 1125
Calculation of bad debt expense:
Accounts receivable = 		15000
Less: debt allowance uncovered = 	(850)
Total balance			    =   14150
Allowance required  		    = 14150 *5% = 707.5
Allowance balance existing 	    = 1200-850 = 350
Expenditure on bad debt 	    = 707.5-350 = 357.5

   
Trial balance as on 31.12.2017[image: ]


c)PROFIT AND LOSS ACCOUNT:
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Preparation of balance sheet for Amber as on 31.12.2017
BALANCE SHEET
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   Particulars   amount   amount   

                        

   Assets               

   petty cash         40  

   cash at bank         59120  

   inventory         10200  

   accounts receivables   16480        

less:  provision for doubtful debt   1000  15480  

   prepaid insurance         500  

   computer equipment     10000        

   less: accumulated depreciation   1000  9000  

   motor vehicle     51200        

   less: accumulated depreciation   19840  31360  

                        

   total assets        125700  

                        

   Liabilities and Owner's Equity              

   liabilities               

   trade payable        16120  

   total liabilities         16120  

   suspense account         19880  

   Owners Equity               

   capital   84760        

   less: drawings   4000        

   add: profits   8940  89700  
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ENTRIES  JOURNALS   Dr. (£)  Cr. (£)  

31.12.2017  Inventory a/c      dr.        COGS       a/c      dr.            To   purchases      a/c      (Cogs of the inventory recorded )    9000     111000          120000  

31.12.2017  Depreciation on fittings a/c      dr.     Depreciation on   buildings a/c     dr.              To  accumulated depn . Fittings      a/c                   To accumulated depn. Building        a/c       (depreciation recorded on the assets)    864     1125          864     1125  

31.12.2017  Prepaid rates a/c     dr.            To rates       a/c           (payment of rates recorded)  540      540  

31.12.2017  Doubtful debt   allowance a/c    dr.             To accounts receivable a/c     dr.       (bad debts and expenses being recorded)    850      850  

31.12.2017  Drawings a/c       dr.           To    cash at bank         a/c         (drawings recorded for personal use from the bank)     450      450  
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SERIAL  NO.  NAME OF ACCOUNTS   L/F  AMOUNT  (DR.)  AMOUNT  (CR.)  

1  Fittings    10950   

2  Depreciation on fittings     4614  

3    Accumulated depreciation on  fittings    864   

4  Depreciation on buildings    1125   

5    Buildings    45000   

6  Accumulated depreciation on  buildings     10125  

7  Inventory    31500   

8  Trade receivables    14150   

9  Doubtful debt allowance    707.5  

10  Cash in hand    75   

11  Cash at bank   1425   

12  Trade  payables    27000  

13  Capital     28575  

14  Drawings    7575   

15  Bank charges    2700   

16  Revenue     180000  

17  Expenditure on bad  debt   357.5   

18  Wages    18000   

19  Advertising    300   

20  Prepaid rates   540   

21  COGS   111000   

22  Rates    5460   

 TOTAL (rounded off)   251022  251022  
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Particulars      Amount  

                  

revenue      180000  

less: COGS     111000  

Gross profit      69000  

less: operating expenditure           

bad debts      375.5  

advertising     300  

wages     18000  

bank charges      2700  

rates      5460  

            26835.5  

profit before depreciation   42164.5  

less: fittings depreciation      864  

less: building depreciation      1125  

            1989  

net profit      40175.5  
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Particulars   amount   amount   

                     

Assets               

cash in hand         75  

cash at bank         1425  

inventory         31500  

trade receivables   14150        

less: doubtful debt  allowance  707.5  13442.5  

prepaid rates        540  

fittings    10950        

less: accumulated depreciation   4614  6336  

buildings    45000        

less: accumulated depreciation   10125  34875  

                     

total assets        88193.5  

                     

Liabilities and Owner's Equity              

liabilities               

trade payable        27000  

total liabilities         27000  

                     

Owners Equity               

capital   28575        
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ENTRIES  JOURNALS   Dr.  (£)  Cr.  (£)  

31.12.2019  Closing stock a/c     dr.          To COGS           a/c          (being inventory in hand recoded)  10200      10200  

31.12.2019  Depreciation a/c      dr.           To   motor vehicles       a/c         (being depreciation charged on motor vehicle @20% on  reducing method)  10240      10240  

31.12.2019  Depreciation a/c      dr.          To  computer equipment        a/c            (being depreciation calculated and charged on computer  equipment @10% on cost)  1000      1000  

31.12.2019  Electricity bill a/c       dr.           To   cash         a/c            (being electricity bill recorded in the books)  1000      1000  

31.12.2019  Prepaid insurance a/c      dr.           To insurance         a/c           (being praised insurance recorded for the year 2017)  500      5000  

31.12.2019  Tax a/c    dr.           To the payment of tax              (being  payment of tax recorded)  1920      1920  
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SERIAL  NO.  NAME OF ACCOUNTS   L/F  AMOUNT  (DR.)  AMOUNT  (CR.)  

 Motor vehicle    51200   

 Depreciation on motor vehicle     10240  

 Accumulated depreciation of  motor vehicle     9200  

 Depreciation on computer  equipment     1000  

   Computer  equipment     10000   

 Carriage inward    2440   

 Carriage outward     4000  

 Inventory    6600   

 Accounts  receivables    16480   

 Electricity    6000   

 Provision for doubtful debt    1000   

 Petty cash    40   

 Cash at bank   59120   

 Accounts  payables    16120  

 Capital     84760  

 Drawings    6500   

 Loan interest      4800  

 Purchase    26400   

 Rent    5600   

 COGS   19800   

 Sales     60600  

 Telephone     4320   

 Long term loan     27000  

 Insurance    1000   

 TOTAL (rounded off)   231500  231500  
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      Particulars      Amount  

                        

      SALES       60600  

      less: COGS     19800  

      Gross profit      40800  

      less: electricity       6000  

      bad debts      1000  

      rent      5600  

      telephone       4320  

      bank charges      2700  

      insurance      1000  

                  20620  

      profit before depreciation   20180  

less: computer equipment depreciation   1000  

      less: motor vehicle  depreciation   10240  

                  11240  

      net profit      8940  

 


