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business.

$
Provision for Doubtful Debts at 1 April 2003 1100
Debtors at 31 March 2004 24 800
Bad debt included in debtors at 31 March 2004 600
Charge to Profit and Loss Account for bad and
doubtful debts, including bad debt of $600 1194

Which percentage was used to calculate the Provision
for Doubtful Debts at 31 March 2004?

A 68

B 7

C 93

D 9.5

3 At 31 December 2002 a business had a Provision for
Doubtful Debts of $1200. At 31 December 2003 the
provision was adjusted to $900.

How did this affect the final accounts?

Net debtors

decrease by $300
increase by $300
decrease by $300
increase by $300

Net profit

decrease by $300
decrease by $300
increase by $300
increase by $300
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4 Before any end-of-year adjustments had been made,
the trial balance of a business at 31 May 2004 included
the following.

Debit Credit
S $
Trade debtors 13 400
Provision for Doubtful Debts 730

At 31 May 2004 it was found that debtors included a
bad debt of $650. It was decided to adjust the Provision
for Doubtful Debts to 4% of debtors. A debt of $420,
which had been written off as bad in January 2003,
was recovered in January 2004.

What was the effect of these events on the Profit and
Loss Account for the year ended 31 May 2004?

A Credit $10

B Debit $10

C Credit $36

D Debit $36
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12.10 Additional exercises

1 David’s trial balance at 31 March 2004 was as follows.

Account S $

Sales 210 000

Sales Returns 9240

Purchases 84000

Purchases Returns 5112

Wages 37 000

Rent 7 600

Electricity 1027

Telephone 900

Postage and Stationery 359

Carriage Inwards 1840

Carriage Outwards 1220

Discounts Allowed 6015

Discounts Received 2480

Leasehold Premises at cost 70 000

Provision for Depreciation

of Leasehold Premises 5000

Delivery Vans at cost 18 000

Provision for Depreciation

of Delivery vans 3600

Office Furniture at cost 3000

Provision for Depreciation

of office Furniture < 1500

Stock 4000

Bank 1245

Trade debtors 19 800

Provision for Doubtful Debts 800

Trade creditors 7200

Drawings 20 446

Capital e 50000
wen  me

Further information
1. Stock at 31 March 2004: $5000.

2. Sales include goods sent on sale or return to
customer who has not yet indicated acceptance of
goods. The goods cost $3000 and the customer
been invoiced for $4000.

3. Trade debtors includes debts totalling $1700 which
known to be bad. The Provision for Doubtful Debisi
to be adjusted to include a specific provision of $31
and a general provision of 5%.

4. The following expenses are to be accrued: wages §:
electricity $360 and telephones $100.




[image: image2.jpg]nt of $1600 has been prepaid.

reciation is to be provided on the following bases:
chold premises at 5% straight line; delivery vans
25% reducing balance; office furniture at 10%

Prepare David’s Trading and Profit and Loss Account
for the year ended 31 March 2004.
Prepare the Balance Sheet at 31 March 2004.

Saul is a trader and his trial balance at 31 May 2004

$
180 000
Piavision for Depreciation of Freehold Property 45 000
and Machinery at cost 97 000
ision for Depreciation of Plant and Machinery 53 000
41000
27 000
34 600
1200
5720
11374
700 000
6670
410 890

137 652
10 000

4720
307
6195
17 600
3220

4240

1819

40 000

28797
200 000

1038994 1038994

Further information
1. Stock at 31 May 2004 cost $58 000.

2. Depreciation is to be calculated as follows: freehold
property at 4% per annum, straight line; plant and
machinery at 15% per annum; motor vehicles at 30%
per annum on the reducing balance.

. Included in trade debtors is a bad debt of $1800; the
provision for doubtful debts is to be 5% of trade
debtors.

. $400 was owing for heating and lighting, and $220 for
stationery. The stock of stationery at 31 May 2004 had
cost $450.

. Rent paid in advance was $2000; rent receivable was
owing in the sum of $280.

. Saul had taken goods for his own use. The goods had
cost $2400. No entries for this had been made in the
books.

Required

(a) Prepare Saul's Trading and Profit and Loss Account
for the year ended 31 May 2004.

(b) Prepare the Balance Sheet at 31 May 2004.
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