


Week 5 practice questions
This question is drafted by Dr Yousuf Kamal
The following Trial Balance was extracted from the books of Lopez ltd on 31.12.2022. Draw up an Income Statement and Balance sheet taking into account the notes at the foot of the Trial Balance.

	
	£
	£

	Purchases
	260,000
	

	Sales
	
	660,000

	Sales returns 
	10,000
	

	Purchase returns 
	
	5,000

	Bank
	11,400
	

	Capital
	
	35,000

	Fixtures at cost
	22,000
	

	Accumulated depreciation on fixtures
	
	13,200

	General expenses
	9,000
	

	Rent, rates & Insurance
	65,000
	

	Interest paid
	3,500
	

	Electricity
	19,000
	

	Plant & Machinery at cost
	250,000
	

	Accumulated depreciation on plant & machinery
	
	24,000

	Salaries
	44,000
	

	Trade receivables
	98,100
	

	Trade payables
	
	31,000

	Discount allowed 
	500
	

	Drawing 
	1,500
	

	Discount received 
	
	2000

	Opening inventory
	28,000
	

	Opening Provision for doubtful debts
	
	1,800

	Vehicle at cost
	70,000
	

	Accumulated Depreciation on Vehicles
	
	15,000

	Bank Loan
	
	50,000

	Mortgage loan 
	
	65,000

	Advertising expenses 
	10,000
	

	
	902,000
	902,000



Notes:
1. Closing inventory at 31.12.2022 £20,000----1+1
2. Depreciation is to be provided on plant and machinery at 10% per year, on a straight-line basis -1 +1
3. Depreciation is to be provided on fixtures at 10% per year, on a straight-line basis- 1+1
4. Depreciation is to be provided on vehicles at 20% per year, on a reducing balance basis—1+1
5. Electricity owing amounts to £5,000—1+1
6. The amount shown for rent, rates and insurance includes a prepayment of £5,600 –1+1
7. A specific bad debt of £2,100 is to be written off as irrecoverable.-1+1
8. The provision for bad debts is to be adjusted to 3% of the adjusted closing receivables (debtors) figure.-1+1
9. Lopez ltd needs to pay a tax of 30% on their net profit. -1+1
Lopez ltd
Income Statement/profit and lost statement 
For the period ended on 31st of December 2022
	Sales 
	660,000
	

	Less: sales returns 
	(10,000)
	

	Net sales 
	
	650,000

	Less: COGS 
	
	

	Opening inventory 
	28,000
	

	Add: Purchases 
	260,000
	

	Less: Purchase returns 
	(5,000)
	

	Less: closing inventory 
	(20,000)
	

	COGS 
	
	(263,000)

	Gross profit 
	
	387,000

	Add: discount received 
	
	2,000

	Less: expenses 
	
	

	General expense 
	9,000
	

	Rent, rates and insurance  65,000
Less: prepayment              (5,600)
	
59,400 
	

	Interest paid 
	3,500
	

	Electricity                  19,000
Add: accruals             5,000 
	
24,000
	

	Salaries 
	44,000
	

	Discount allowed 
	500
	

	Advertising expense 
	10,000
	

	Deprecation :
Plant and machinery                   25,000 
Fixtures                                           2,200
Vehicles (70,000-15,000)*20%   11,000
	


38,200
	

	Bad debt 
	2,100
	

	New provision for bad debt 
	1,080
	

	Total expenses 
	
	(191,780)

	Net profit before tax 
	
	197,220

	Tax @30%
	
	(59,166)

	Profit after tax 
	
	138,054 



Calculation of new provision for bad debt = 98,100-2,100= 96,000*3%= 2,880
What is the extra amount = 2,880-1,800=1,080






Lopez ltd
Balance sheet 
As at 31st of December 2022
	Details 
	£
	£

	Non-current assets :
	
	

	Fixtures                                        22,000
Less: Accumulated dep 
(13,200+2,200)                           (15,400)
	

6,600
	

	Plant and machinery                 250,000
Less: Accumulated dep  (24,000+25,000)                         (49,000)
	

201,000
	

	Vehicles                                          70,000
Less: Accumulated dep (15,000+11,000)                         (26,000)
	

44,000 
	

	Total non-currents assets 
	
	251,600

	Current assets 
	
	

	Bank 
	11,400
	

	Trade receivables                       98,100
Less: Specific bad debt             (2,100)
                                                      96,000
Less: Provision for bad debt     (2,880)
	


93,120
	

	Closing inventory 
	20,000
	

	Prepayment of rent, rates etc 
	5,600
	

	Total current asset 
	
	130,120

	Total assets 
	
	381,720 

	Liabilities and capitals 
	
	

	Non current liability 
	
	

	Bank Loan
	50,000
	

	Mortgage loan 
	65,000
	

	Non-current liability 
	
	115,000

	Current liability 
	
	

	Trade payables 
	31,000
	

	Electricity accruals 
	5,000
	

	Tax accruals 
	59,166
	

	Total current liability 
	
	95,166

	Total liability 
	
	210,166

	Capital 
	35,000
	

	Add.Net profit after tax 
	138,054
	

	Less: drawing 
	(1,500)
	

	Ending capital 
	
	171,554

	Capital and liability 
	
	381,720
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