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Task 1
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Stock as at 1st Jan  2021 60,444    

Purchases 428,330  

Sales 620,846  

Salaries and wages 71,608    

Rent and insurance 38,400    

Sundry expenses 4,500      

Administration expenses 5,544      

VAT due to paid 15,548    

Fixtures andf fittings at cost 24,400    

Fixtures andf fittings accumulated depreciation 14,640    

Motor vehicles ( Van) at cost 71,160    

Motor vehicles ( Van) accumulated depreciation 25,040    

Debtors ( Receivables) 11,760    

Cash at bank 164         

Capital at start of year 9,986      

Drawings 36,540    

Creditors (Payables) 68,840    

Irrecoverable debt 1,960      

Totals

754,810       754,900     

Stock as at 31st Dec  2021 50,328

Depreciate motor vehicles at 30% reducing balance 0.30

Depreciate fixtures and fittings at 10% straight line, 0 end value, 10 years 0.10

Irrecoverable debt 1960.00

Trial balance as at 31st December 2021

Note to trial balance 
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Cost of sales:

Opening stock 60,444    

Purchases

428,330      

488,774  

Closing stock 50,328     438,446  

Gross profit

182,400     

Expenses (overheads):

Salaries and wages 71,608

Administration expenses 5,544

Heating and lighting 0

Rent and insurance 38,400

Sundry expenses 4,500

Irrecoverable debt 1,960

Depreciation: motor vehicles 13,836

Depreciation: fixtures and fittings 2,440 138,288

Net profit

44,112       

Fixed assets: At cost

Accumulate

d 

depreciation

Net book 

value 

(NBV)

Motor vehicles 71,160 38,876 32,284

Fixtures andf fittings 24,400 17,080 7,320

95,560 55,956

39,604

Current assets:

Stock 50,328

Debtors 11,760

Cash at bank 164 62,252

Current liabilities:

Creditors 68,840

VAT due to paid 15,548

Overdraft 0 84,388

Working capital

-22,136

Total assets less current liabilities

17,468

Long-term liabilities:

Net assets

Net assets

17,468

Financed by:

Opening capital 9,986

Net profit 44,112

54,098

Less drawings 36,540

17,558

Profit and loss acount for the year ending 31st May 2014

Balance sheet as at 31st May 2014


Task 2
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01-Apr Owner's Initial capital 40,000

01-Apr Van 25,000

01-Apr Bank 10,000

01-Apr Receivables 17,000

01-Apr Payables 12,000

02-Apr Pays cash for advertising 450

03-Apr Pay to a supplier 4,400

07-Apr Personal cash withdrawal 800

09-Apr Payment from customer/ receivable 2,000

11-Apr Pay for petrol 120

15-Apr Payment from customer/ receivable 1,800

18-Apr Pays for insurance 750

20-Apr Buys goods on 30 days credit 2,500

21-Apr Invoices new customer 30 days credit 1,900

30-Apr Purchases some stock 2,100
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£ £

30 Apr Balance c/d 40,000 1 Apr Balance b/d 40,000

40,000 40,000

30 Apr Blance b/d 40,000

1 Apr Balance b/d 25,000 30 Apr Balance c/d 25,000

25,000 25,000

30 Apr Balance b/d 25,000

1 Apr Balance b/d 10,000 02 Apr Advertising 450

09 Apr Receivables 2,000 03 Apr Payables 4,400

15 Apr Receivables 1,800 07 Apr Drawings 800

11 Apr Petrol 120

18 Apr Insurance 750

30 Apr Purchases 2,100

30 Apr Balance c/d 5,180

13,800 13,800

30 Apr Balance b/d 5,180

                      Capital account

Van

Bank
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21 Apr Sales 1,900 15 Apr Bank 1,800

30 Apr Balance c/d 15,100

18,900 18,900

30 Apr Balance b/d 15,100

03 Apr Bank 4,400 1 Apr Balance b/d 12,000

20 Apr Purchases 2,500

30 Apr Balance c/d 10,100

14,500 14,500

30 Apr Balance b/d 10,100

30 Apr Balance c/d 1,900 21 Apr Receivables 1,900

1,900 1,900

30 Apr Balance b/d 1,900

20 Apr Payables 2,500

30 Apr Bank 2,100 30 Apr Balance c/d 4,600

4,600 4,600

30 Apr Balance b/d 4,600

17 Apr Bank 750 750

750 750

30 Apr Balance b/d 750

11 Apr Bank 120 30 Apr Balance c/d 120

120 120

30 Apr Balance b/d 120

07 Apr Bank 800 30 Apr Balance c/d 800

800 800

30 Apr Balance b/d 800

02 Apr Bank 450

30 Apr Balance c/d 450

450 450

30 Apr Balance b/d 450

Purchases

Insurance

Petrol

Advertising

Drawings 

Receivables

Payables

Sales
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Debit Credit

£ £

Capital 40,000

Drawings 800

Van 25,000

Bank 5,180

Receivables 15,100

Payables 10,100

Sales 1,900

Purchases 4,600

Insurance 750

Petrol 120

Advertising 450

52,000 52,000

Trial balance


Task 3
Non-current assets are typically assets that have useful lives of more than one year. Not all of them are depreciated, for instance, investments in land are not depreciated. The idea behind depreciation is that a depreciable asset is one that is consumed in the production process, but over many accounting periods. When a company acquires such asset, it capitalizes it and then depreciates the asset over its useful life as it obtains benefits from the asset. Thus, we have to allocate a part of the original cost of such an asset over each of the accounting periods that benefit from its use. 

Non-current assets are depreciated in order to spread the cost of the asset over the time that it is used, its useful life. Noncurrent assets are not depreciated to represent a new value or a replacement value but simply to allocate the cost of the asset over a period.

The matching principle of accounting requires to report the expense in the period in which the related revenues are earned. So, if a company charges the whole asset acquired by it, which it expects to use and generate revenue over multiple years, as an expense in the year in which it is acquired, it would go against the matching principle as stated above. Therefore, the company capitalizes the asset and then depreciates it as it acquires benefits from the asset over its life. This allows companies to replace future assets using the appropriate amount of revenue.

Another way to look at the issue is that it is a non-cash expense, which means an expense has been made but there is no payment made or to be made to someone some other business. This kind of imaginary expense reduces the net profit, but without reducing the cash balance. Reduced profits means less dividends and the company can therefore build its cash reserves.
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