CHAPTER - 4

FINAL ACCOUNTS

Every business men want to know the result of the his business.
That is, he is interested to know whether his business has earned profit
or incurred loss during the particular period of time. So, with the help of

the trial balance already prepared he is preparing the final accounts of the
business concern. :

‘Aim of preparing the Final Accounts :

I. To know the result of the business (Profit or loss)
2. To know the soundness of the business
The result of the business is found

and profit and loss a/c. The soundness of t
- preparing the balance sheet.

out by preparing the trading
he business is ascertained by

FINAL ACCOUNTS

Trading and Profit
&Loss a/c

Balance Sheet

profit and loss of business concern is found

- The first part of this account is called ‘Trad-
$S account. |

out by Preparing this account
ing account’ ang Profit & Lo

1) T rading Account ;

loss’ of the b

usimess concern is calculated.
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The specimen form of trading account is g follows \

Dr Trading Account
Particulars Amount || Pargie tion 2¢
ularg | Tustra o ; 1 rofit.
loiwng details , Calculate gross p
T @ From the folloiwng : R
T 1 *
”ogllx)cmng e - By Sales ok : o Stock 2,000 Returns outwards 200
rchases *okok *okok Less Ret Opening Sto . 700
=E8S Returng _*x 15,000 Returns inwards
Less Returns ok *okok - purchases 26000 W 1000
” Carriage Inwards Hokok ” Closing Stoci il Sales 4 oo
t 2,000
” Freight sk & Stock *, Closing Stock 3,000 Salaries ok
» ] Interest
5. Wakes ’ 0l | iversity Nov. 2002)
s 202}, Power & Fuel | _— Qoo
>|"” Dock dues .\ Tk ion : '
bl i | | Solution : . Cr
U%;\ 914 7 Clearing charges ok : g Dor Trading Account ‘
& ” Packing charges |, s i - rticulars Amount || Particulars \ Amounj
{»99" Factoons lighting | Sxk b 2. ¢
” Gross profit A . | "o Op Stock 2,000 || By Sales 26,000 ‘
: R i ‘ e »/pyrchases 15,000 Leﬁre.tums lZOO 235»3;)%%
Tustration 1: M\ < Less Returns __200| 14,800 Closing stoc >

pre . . T » Wages 1,000
rom the followm.g particulars , prepare Trading account. » Gross Profit 10,500
Opening Stock X . 50,000
Purchases ” 25,000
Purchases Returns  » 12,500° .
| : Direct Expenses > - 5,000 ~\- Manufacturing Account : : 3y
: ~ Carriage Inwards ~ > 2,500, X S The firm engaged in manufacturing process, prepares manufacturing
- (S;les_ ‘ ’: 2,00,000 " account also, in addition to the trading account. The manufacturing account
osing Stock 25,000 i s prepared to disclose the factory cost of production.
. (MS. University Noy, 200)
Solution : : Tlustration 3 :
o - Trading Account Cr From the following pariculars prepare a manufacturing account
Particulars 3| Particulars x| forthe year ended 31.12.1997.
To Op.Stock . 50,000 [[By Sales BXn P «
” Purchases 25,000 " Closing Stock ’25,080 Raw materials (1.1.97) 6,000
» g_____.ess {{etur:nsses 20 1?(5)88 ; ’ Work-in-Progress (1.1.97) 4,200
ectep ’ Purchases of Raw materials 45,000
” Carriage Inwards 2,500 A 5.000
» Gross profit 1,55,000 Carriage inwords ’
SS p . 10,000
: 2,25,000 | Direct Wages >
225,000 <
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Solution :

Dr

Indirect Wages
Depreciatio

lation on factor
Depreciation on fac b
Factory Power
Repairs to factory assets
Raw Matcrials (31.12.97)
Work-m—Progress (31.12.97)

tory furniture

5,000
4,000
1,200
3,000

500
8,000
5,000

Man i :
ufacturing Account for the year ended 31.12.1997 ¢

gross

Stration 4 :

from the following partic

proﬁt.
Sales :
Opening Stock
Ppurchases
66

£4
38,500
8,500

30,700

ulars calculate cost of goods solq and !

(M.S. University Ap 99, Nov 99, Apn2000)5

|
|
|
|

i
i
|
i
|
!
{

Particulars Amount || Particulars Amom
£ |
1;0 Raw lTl‘laterials (1.1.97) 6,000[| By Raw materials (31.12.9(7)  8,00( I
Work in progres (1.1.97) 4,200ff  Work in progress 5,000 »
” Purchase of Raw material§ 45,000 : ,
” Carriage Inwards 5,000
> Direct Wages 10,000|  Cost of Production 70,900
(Balancing figure)
» Indirect Wages 5,000 '
” Depreciation on
factory plant 4,000
» Depreciation on
factory Furniture 1,200
» Factory Power 3,000
» Repairs to factory assets 500
83,900 ________“j 83,900

e
f
{
|

.“.j,“‘,,_[fa.,l/l‘/ “
|
Direct Expenses 4,800
Indirect Expenses 5,200 v
Closing Stock 9,000
: : (M.S.University Apr.2001)
Solution Trading a/c Cr
Wm Particulars Amount
particulars E4 , i
8.500 || By Sales 38,500
tock ’ > >
To }?lgfhases 30700| ” Closing Stock | 9,000
» Direct expenses 4,800
2 GI‘OSS PI’Oﬁt 3,500
‘ 47,500 47,500
Cost of good saled = Sales —Gross Profit
= 38,500-3,500
335,000

n@ :

(M.S.University Apr: 2001 )

Acertain cost of goods sold from the following figures :

T
Opening Stock 8,500
Purchases 30,700 I, ]
Direct Expenses 4,800 2
Indirect Expenses 5,200 ‘
Closing Stock 9,000
’ (M.S. University Apr. 2000)
Solution :
Calculation of cost of goods sold
3
Opening Stock 8,500
Add _Purchases 30,700
Direct Expenses _4.800 35.500
44,000
Less Closing Stock 9,000
Cost of .goods sold 35,000

| oSO o
F Tndirect expenses to be excluded
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(i o .
"W o l{m/ R
alculate Stock at the eng ! A
um s
¥ StOCk in the beg;j X : W — ke
€ginnj » airs
Cash Sales g ning 10,000 . ";:;;c expenses—j _ kK
5 *
Credit Saleg 30,000 ! » Interest ::*
Purchaseg 22000 | » General expenses )
Rate of 35,000 » Office Lighting b
O1 8r0ss profit on Cost 1/3 » Advertisement |
; » Carriage Outwards) 'y
Solution : (M.S.University p,. 20 » Discount *:
Dr 00) » Travelling expenses *
P tl 3 Trading a/c : i » Bad Debts '. *’:
articulars A Y » Depreciation * ]
Amoun; Particulars Amouy » Nt Brofit -3 sk Fi
3 \n*‘*’e bl
To Op.S it b
L uxl')c s tock 10,000 || By Sales : L— m _ =
e 3 35000 Cash 30000 . | MustfationT:
) Credit  20,000| 50,00 i Prepare profit and loss account for the year ending 31.3.99
> Gross Profit 12,500 || » Closi 7 000 ‘ ,
‘ . » osing Stock 7,500 T Ed
v 57,500 57,500 Gross Profit 25,000  Stationary 15
Gross Profit = 1/3 on Cast g Salaries 5,600 Rent 650
ie. Gross Profit = VAo sales ' : Insurance - 200 Interest on loan 225
Gross Profit = 50,000 x1/4 o - Discount allowed 400 Repairs 125
- 71 ’2 s00 o ,I Discount received. 300 Office Expenses ‘55
i v : v | Commission earned 100  General Expenses 875
i) Profit & Loss Account : o Advertisement 450 Postage 175
’ Profit & Loss account is prepared to calculate the Net Prof¢ /Net s i 150  Printing Charges 375
Loss of the business concemn. . il ; Travelling Expenses 500
d To start with the Gross Profit / Gross Loss is brought down to tﬁé : : (M.S.University Nov.2002)
profit & loss account. . Solution :
Specimen form of profit & loss account is as follows: Di » Erofitsé Loss Accfount \ C; \
Dr Profit & Loss Account - A% | ~‘Pamc\ﬂal‘s , ? Particulars ‘
- ‘ 7 | Particulars 3 L To Salaries 5,600 || By Gross Profit 25,000
r Particulars 2 - - “ Tnsurance 200 || “ Discount received 300
To Salaries *** | By Gross Profit “ Discount allowed 400 | “Commission earned | 100
» Rent, Rates, Taxes *:: Cqmmmsnon camed “ Advertisement 450
. E3 ” .
» Printing & Stationery: g oo Dlscou.nt I'CCelv.ed : “ Taxes 150
» postage& Telegram Apprentice premjum . L « Travelling Expenses 500
68 ; 5
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* Stationery

* Rent

* Interest on Loan
* Repairs

* Office expenses
* General expenses
* Postage '
* Printing charges
*“ Net Profit

{
|
i
|

]
II BALANCE SHEET :

e Balance sheet is .a statement of the financial position of a concer
on a given date. I.t contains assests and liabilities. On the left side of the
Balance sheet ‘Libilities” are shown and on the right side ‘Assets’ are

shown.

The specimen of the balance sheet is given below.

75
650

225,

125

55
875
175
375
15,545

B
25,400

Balance Sheet

o

25,400

Liabilities T || Assets T
Capital ok Cash in hand - ok
Add Net Profit ~ _*** Cash at Bank ook
bR ok Sunday Debtors okok
Less Drawings kK Bills Rec eivable LS
Ie—s-s Income Tax F** ik || Furniture & Fllttmgs koK
amrN : x#% | Plant & Machinery *kok
Sundry Creditors ves || Land & Buildings 5
B-aﬂk Overdratt sx% || Patentsé(” Ve *kok
Bills payable - - wrx || Goodwill "
Mortgags, ¢/ #x#% || Loose Tools .
Reserve Fun Closing Stock "
Aok kK “’——_———_—\@
/ ,

I

¢ between Balance Sheet and Trial Balance

pifferenc
Balance Sheet

Trial Balance

1.]tisa statement O
liabilities

BalanceSheet

cffect to adjustment

f assets and

2. It is to know the financial
position of the concern

3. ]t includes closing stock.

4. Tt is necessary to prepare

5.1t is prepared by giving

1.

It is statement containing
balances of ledger accounts.

. It is to know the arithmatic
accuracy of accounts.

. It includes opening stock

It is not obsolutely necessary

to prepare trial balance.

. It is prepared without giving
effect to adjustments.

Illustration 8
th the féllowing information prepare Balance Sheet.

S
Capital 5,00,00 :
Sundry Creditors 50,000 A=
Debentures 2,00,000 ‘
Sundry Debtors 1,00,000 J.
Assets 7,75,000 )
Cash at bank 25,000
Other Liabilities 1,00,000
Profit 50,000
(M.S.University Apr. 2000)
Solution : ¥
BALANCE SHEET
Liabilities g Assets kS
Capital 5,00,000 Assets 7,75,000
Add Net profit 50,000 |5,50,000 || Sundry Detors 1,00,000
Debentures 2,00,000 || Cash at Bank 25,000
Sundry Creditors 50,000
Other liabilities 1,00,000
9,00,000 9,00,000




PREPARATION OF FI : \ s
FINA i
Iustration 9 : LACCOUNTS : . /’T
From The following Tri ' " [1,60,750
' ! g Trial bal , . T 10,000] By Gross Profit g
and Loss a/c and a balance sheet ag i rf‘nce prepare the trading and Prof, To Trade charges _—171):5;0“ » yBa d debts Provi. 200
ree that date. | » carriage outwards g
Debit Irial Balance » Discount . g(s)(())
Opening S Credit z - | » Insurance Premium
, p:rch':j’c?“k 45,000 | Capital 75,000 » Office rent o
Machil;c 2,25,000 | Sales 14,20,750 i » Pprinting & Stationary 60
3 Trade cha 75,000 | Creditors 15000 | |7 General Expenses 17,800
g Carri csTges 10,000 | Bad debts provision 200 ‘ » Salaries 18,000
3 iage inwards 2,500 | Bills payable 2,000 : » Net Profit 1”0&0.02 ; —_6’035_0-—
Carriage outwards 1,500 S pay 1,60,950 L___’_,___,_l_l_/—
’ Factory rent 1500
"Discount ’350 3 Balance Sheet of Mr. Raman as on 31.12.1999
~ Insurance prémium 700 Liabilities . || Assets 3
2 Debtors 60,000 ' . v : 75,000
7 Office rent 3000 Capital 75,000 Machinery ,
/ Printing and Stationery ’600 Add Net profit 1,09,000 Debors 60,000
B Gepirilloxpenses 17.800 ;‘ 1,84,000 Bills Receivable 3,000
Bills receivable 3,000 | Less Drawings _ 6,000 1,78,000) Furniturs ok
. Drawings 6,000 : Creditors - 15,000|| Cash at Bank 14,500
) Salaries 18,000 Bills Payable 2,000| Closing Stock 35,000
I, M. " -1 yoQ !
: anu‘(hc‘tunng 'wag,es 21,000 1,95,000 1,95,000
“urntiture 7,500
Cash at Bank 14,500 i
517950 v 517,950 FINAL ACCOUNTS - ADJUSTMENTS
Closing stock is valued at % 35,000 E : : In order to make the final accounts give a true picture of the
& forniies bUSI.neSS (truc_ profit/ loss) various adjustments must be taken into account.
S Trading and Profit & Loss alc P ;\11 ;tems which need to be brought into account at the time of preparing
. - nal accounts are called “adjustments”. Journal entries passed to effect
Particulars T || Particulars T | the required adjustments are called “ adjusting entries”.
To Opening Stock 45,000 ],B’y Sales 420,750 The folloiwng are some of the common adjustments.
» purchases 2,25,000 Closing stock 35,000 1. Closing Stock
gamage m\;vards %288 f 2. Outstanding Expenses
» Factory ren » 3. Prepai
» Manufacturing wages 21,000 4 AepalddEXPenSCS
e i 1,60.750 . Accrued Incomes
155750 - 5. Income received in advance
P » 3,750 6. Depreciation
s 7. Bad debts
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2. gi‘gv?on for bfld and doubtful debts
1.0 me.gon for discount on debtors
- Frovision for discount on creditors
11. Interest on capital
12. Interest on Drawings
13. Loss of stock by fire
14. Goods distribed as free sample
15. Manager’s Commission
1. Closing Stock :

Th
e unsold stock at the end of the accounting period is knOWnax

closing stock.
Adjusting Entry
Closing Stock a/c
To Trading a/c
The Closing stock will appear

Dr

i) Credit side of trading account.
ii) Asset side of Balance sheet.

2. Outstanding Expenses :

Expenses incurred but not yet paid during the accouting perlod‘

is called outstanding expenses.
(E.g) Salary Qutstanding, Rent Outstandmg etc.
Adjusting Entry :
- Expenses (Salaries) a/c Dr
To Oustanding expenses (Salary) a/c
The outstanding expenscs is shown on the :
i) Debite sideof theP &L a/c as addition tg the parlcular E
expense.
ii) Liability side of the Balance- -Sheet

3. Prepaid Expenses : -
hich have been pal in advance are |
Expenses W Calleq Prepaid

expenses.
(Eg) Prepaid Insurance

74

Ad/mtmg Entry
Prepaid expenses (insurance) a/c Dr
To expenses (insurance) a/c
Prepaid expenses will be shown
i) debit side of P & L alc as deduction from the
paritculars expenses
ii) Asset side of the Balance Sheet.
4. Accrued (Outstandmg) Income :
Income earned but not yet received during the accounting period
is called accrued incomes. .
(E.8) Accrued Commission
Adjusting Entry
Accrued Income (Commission) alc Dr
To income (Commission) a/c
Accured income will be shown on the
i) Creditside of P & L a/c as addition to particular income
ii) Asset side of Balance Sheet.
5, Income Received in advance :

Income received during the accounting period for the work to be
done in future is called income received in advance.

‘ (E.g) Apprentice premium, Rent etc received in advance.
Adjusting Entry
Dr

To income (App. Premium) received in advance a/c

. Income (Apprentice Premium) a/c

Income received in advance will be shown on the
i) Credit side of P&L a/c as deduction from the particular expenses
ii) Liability side of the balance sheet.
6. Depreciation :
Decrease in the value of an asset is called erreci?tion.
(E.g) Depreciation of furniture, machinery etc.

75
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Adjusting Entry
1. Depreciation a/c Dr
To Asset (Furniture) a/c

Transfer Entry
2. Profit & Loss a/c
To Depreciature a/c
Depreciation will be shown on the
1) Debit side of the P&L a/c

ii) Asset side of the Balance Sheet as deduction from the pamcllla,
asset

7. Bad Debts :

Debts which cannot be recovered from the debtors are called bad
debts. It is a loss to the busines.

Adjusting entry
1. Bad Debts a/c Dr
To Sundry Debtors a/c
Transfer Entry
2. Profit&Loss a/c
To Bad debts a/c
Bad debts will be shown on the
i) Debit side of the P&L a/c
ii) Asset side of the Balance sheet as deduction from sundry
debtors.
8. Provision for bad and doubtful Debts :
Provision made to meet the anticipated loss on debts i calle d
. provision for bad and doubtful debts
Adjusting Entry
Profit and Loss a/c Dr
To provision for Doubtful debts a/c
and doubtful debts will be shown on the :

Dr

Provision for bad
i) Debit side of the P&L a/c

|

4
f

E

f the Balance Sheet as deduction from sundry :

2 side 0
i) Asset (after deducting Bad debts, if any)
debtors  ion for discount on debtors :
9, provi iion made to allow discount to good debtors for prompt
tplso called prov1sxon for discount on debtors.
aymen
pay Adjusting Entry
Profit&Loss a/c Dr

To provision for Discount on Debtors a/c
n for discount on debtors will be shown on the
Provis {) Debit side of profit and loss account.
ij) Asset side of the Balance Sheet as deduction from sundry
debtors ( after deduction bad debts and provision for bad
debts, if any)
10. Provision for discount on creditors :
Provision for an anticipated profit on creditors for prompt payment
by the firm is called provision for discount on creditors.
Adjusting Entry :
Provision for discount on creditors a/c
To profit & Loss a/c
Provision for discount on creditors will be shown on the
i) Credit side of the P&L a/c ;
ii) Liability side of the Balance Sheet as deduction from sundry
creditors

Dr

11. Interest on Captital :
Interest allowed on capital employed in the business is called
‘Interest on Capital’. It is an expense to business and income to the owner.

Adjusting entry
1. Interest on capital a/c Dr
. To capital a/c

Transfer Entry.

2. Profit & Loss a/c Dr
To Interest on Capital a/c

BN
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Interest on capital will be shown on the
1) Debit side of the profit & Loss a/c

ii) Liability side of the balance shect as addition to the ¢
12. Interest on Drawings :

Interest charged on drawings is called interest on drawingg, It;
income to the business and expense to the owner.

Adjusting Entry

1. Drawings a/c Dr
To Interest on Drawings a/c
Transfer Entry
Interest on Drawings a/c Dr
To profit&Loss a/c
Interest on Drawings will be shown on the
i) Credit side of the P&L a/c

if) Liability side of the balance sheet as addition to the drawingg
13. Loss of stock by fire :

The loss of stock by fire will be shown on the
i) Credit side of the trading a/c (with the amount of stock
destroyed by fire)
ii) Debit side of P&L a/c ( with the amount of stock
destroyed by fire, less claim from insurance company)
iii) Asset side of the Balance sheet (with the amount
receivable from insurance company)
14. Goods distributed as free sample

This will be shown on the

i) Debit side of Trading a/c as deduction frop, purchas es

ii) Debit side of profit and loss a/c as eXpense;
15. Manager’s Commission :

Manager’s commission is an expense to the business, |

Susually |
given as a percentage calculated from profit ally

1) If the commission is calculated on the profit before thy -
mg
such commission,

78

Pital.

Mg
N

S

% of Commission « Profit
100
i) If the commission will be shown on the after charging
such commission,

the commission calculated is =

% of Commission
the commission is calculated as = 100+% of Commission

ill be shown on the
or’s commMission Wi
Mt i) Debit side of the P&L alc

% Profit

if) Liability side of the Balance sheet as commission payable.
Ilustration 10

The following are the balances extracted from the books of

Thiru. Patel as on 31.3.2000. Prepare profit and loss account for the year
ended 31 Dec. 2000 and a Balance sheet as on that date :

S Y
Capital - 1,00,000
Opening Stock 20,000 -
Machinery 40,000 -
Purchases 70,000 -
Purchase returns - 1,000
Sales - 90,000
Sales returns 1,000 -
Wages : 2,000
Salaries 5,000
Office rent 2,000 -
Insurance 1,000 -
Sundry Debtors 50,000 -
Sundry Creditors - 29,000
Cash 4,000 -
Bank Balance 25,000 -

2,20,000 2,20,000
Adjustments :

1) Closing stock is alued at ¥ 20,000
ii) Outstanding Salaries ¥ 1000
iii) Prepaid Insurance ¥500

iv) Bad Debts ¥ 1000

v) Provide 10% depreciation on machinery (M.S. University Ap.2002)
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Solution:
Trading and Profit & Loss Account of Thiru. Patel | stratio deer balances were extracted from the books of
Dr for the period ended 31 March 2000 o » Ilu Th f(.’}lo“gpegri;uglred ;oz%lggare trading and profit and loss and
E\rticu]ars\ || Particulars 3 %’L]gns eet as on 31st Marc - .
To Opening Stock 20,000 || By Sales 90,000; 90,000 | 10,000 Returns inwards 300
" Purchases 70,000 Less returns_1,000| 89,000 | | Captifil 2,000 Returns outwards 580
Less returns 1,000 69,0001 » @ng Stock | 20000 - Drawing® 20,800 Carriage inwards 400
” Wages 2,000 ! purchasez 1995) 6,900 Wages 325
" Gross Profit .......... 18,000 — | stock (1 27,500 Salaries 900
. 1.09,000] 1,09,000 | Sales 8,100 Interest A 480
0.5 alaric 3,000 By Gross Profit 15,000 Creditors ' 1,000 Carriage outwards 700
Add Add outstanding 1 000 6,000 _ Rent ’270 e st 900
» Office rent 2,000 Discount (C1) 3,000
” Insurance 1,000 ' ! Furniture and fixtures 900 Bank .Lo:m :
Less Prepaid 500 500( . - Machinery 5000 Cash in hand 575
» Bad debts | 1000 Travelling expenses 650
" Depreciation | Bad debts 120
Machinery 10% 4,000 { Debtors © 7,500
” Net Profit ................. 4,500 i Adjustments :
18.000 18.000 ! i) Closing stock was valued at X 8900
: - ii) Insurance prepaid X 250
, Balance Sheet of Thiru. Patel as on 31 March 2000 ! iii) Outstanding expenses: Salaries ¥ 100; Rent ¥200
~ ! uiabilities T || Assets 3 " iv) Interest on Bank Loan X 150
‘ . I ’ v) Depreciate machinery and furniture by 10% each
' Szzl;it profit 1’02:(5)88 04,500 ;letlscgér;,iry 42’888 36000 |8 vi) Provide for doubtful debts at 5% on Debtors.
Sundry Creditors 29,000 || Sundry debtors30,00] g . (M.S.University Nov.2001)
" Outstanding Salary 1,000 || Lessbaddebts  1,000| 49009 | | Sofon: :
Cash 4000 | b Trading aipd pl:oﬁt 8.cLoss account of Madhumathi
Bank Balance 25000 | | r ! or the period ended 31Mar-ch 2000 Cr
Closing Stock 20,000 ‘ Pflrtlculars. k4 Particulars 8 EEikd
Prepaid Insurance 500 ’I;O Opening Stock 6,900 [By Sales 27,500
1.34.500 : | Purchases 20,800 Less returns _3_00_ 27,200
apds L ’ Less returns 580 20,220 | ” Closing Stock 8,900
: : " Carriage inwards 400 :
5 ” Wages 325
” Gross Profit .......c....- 8,255
36,10
. 0 36,100
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By Gross profit
“ Discount

To Rent 1000
_Add outstanding 200
* General expenses
* Bad Debts 120
Add provision for
doubtful debts 375
Salaries 900
Add outstanding 100
* Carriage outwards
Insurance
Less prepaid
Depreciation:
Machinery 10%
Furniture 10%
” Net Profit ..............

1200
650
" 495

1,000
700

2

900
250

”

4o -

Balance sheet of Madhumathi as on 31 March 2000
| Liabilities | 2 Assets
Capital 10,000 Furniture&fixtures 900

Add net profit 2,610 Less Depreciation 90
12,610 Machinery 5,000

Less Drawings 2,000 Less Depreciation 500
Sundry Creditors Debtors 7,500
Bank Loan Less provision for

doubtful debts
Cash in hand
Prepaid insurance
Closing Stock

375

Outstanding expenses:
Salary 100
Rent 200
Interest on loan  _150

Hlustration 12: | :
From the following Trial Balance, prepare trading ad profit |

and loss account for the year ending 31.12.2001 and a balance stieet o )

that date:

82

)

Trial balance

Debit(X) Credit®)
- 4
Capital o ,25(3
Drawings o -
plant&Machmery o2
Stock as 0B 1st Jan , O_
purchases and Sales 10,362 11,906
purchases and Sales return j ‘11 8 291
General Expenses B
Rent 120 =
Rates . 200 =
Apprcnticc Premium _ 30
Bank overdrafts - 240
Bad debts 172 .
Debtors and creditors 4,200 2000
Cash in hand 48 _
bad debts reserve _ 105
18,872 18,872

Make provision for the following :

i) Deprecite plant and machinery at 10% p.a

i) Increase bad debts reserve to 5% on sundry debtors.

iii) Rent accrued is T 40
iv) Rates of T80 are paid in advance.
v) Stock in hand as on 31 Dec is 31,700

Solution :

A A AN

Trading and Profit and Loss Account

(M.S. University Apr.2001)

Dr for the year ended 31 Dec 2001 Cr
Particulars E4
To Opening Stock 1,460 | By Sales 11,906
" Purchases 10,362 Lessreturns  210] 11,696
_Less returns 291 ” Closing Stock 1,700
” Gross Profit .....ive |
13,396 13,396
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To General expenses
” Rent

120

Add outstanding - 40
” Rates 200

Less paid in advance 80

” Bad debts 172
Add Provision 5% 210
382

105

Less old reserve

” Depreciation:
Plant & Machine 10%
Net Profit ...

. 1945

By Gross profit
“ Apprentice premium

alance Sheet as on 31 Dec 2001

Assets

Capital
Add net profit

Less Drawings

Bank overdraft
Creditors
OutstandingRent

INustration 13:

Shree Kumar provides the following inform
you to prepare final accounts on 31.3.02.

Plant and Machinery950
Less . Depn.

Debtors
Less reserve pro.
Cash in hand
Prepaid rates
Closing stock

Furniture 2,00,000 Office Expenses 6,800

(Purchased on 1.7.01) Creditors 9,000

Motor vehicles 1,00,000 Bills payable 1,600

(Purchased on 1.10.01) Bank O/D 4000

Opening Stock 75,000 ‘ ]2% Loan 70000

Debtors 3,88,000 Capital- 50 0000
84

ation and requests

Bills receivable 10,000
12% investment 50,000
Cash in hand 15,000
Drawings 6,000
PuiElabes 5,25,000
Sales return 12’388
Sliin 12,800

SellingExpenses
Additional information :
)
i)

Stock at the end ¥ 42,000
Loss of stock by fire on 31st March 31,200 but the

insurance company accepted the claim for ¥ 950 only.

Sales 7,43,000
Purchases return 5,000
Bad debts recovered 4,500
Interest 3,000

4,000

Sales tax collected

Interest paid on 12% loan 3,000
Carriage on sales 1,800
22,500

Salaries

iii) Depreciate furniture and motor vehicles by 10%
iv) 12% loan was taken on 1.7.01 first instalment of ¥ 10,000

was repaid on 1st December 2001.

Solution

Trading and profit and Loss account of Shre kumar

for the period ended 31 march 2002

 (M.S. University Nov.2003)

L Particulars 3 Particulars 3
To Opening Stock 75,000 | By Sales 7,43,000
” Purchases 5,25,000 Less Returns 10,000 [7,33,000
AddReturns  _5,000/5,20,000 |  Closing Stock 42,000
” Carﬁagc 5,200 Loss of stock by fire 1,200
“ Gross profit ............... 1,76,000
7,76,200 ,76,200
To Selling expenses 12,800 | By Gross Profit 1,76,000
” Office expenses 6,800 Interest on 12%
" Interest paid on investment 3000
12% loan 3,000 Add Accured _3000] 6,000
ALQ outstand 2 900 5,900 |” Bad debts recovered 4,500
” Sales tax collected 4,000
" Sales tax payable 4,000 f
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" Car
arriage on sales
s .
Salarices
Loss of fire
Pcss Claim from
Insurance Co.

" Depreciation:
Fumiture 109,
Machinery 10%

Net Profit

EL)

Workings : Intrest on 12

1,200

950

(9 months)
(6 months)

% Loan

12/100 x 70000 x 5/12 =

12/100 x 60000 x 4/12

1

3500 |

2400

Total

Assets
Capital 5,00,000 Furniture  2,00,000
Add net profit  1,16,450 Less Depn - 15,000(1,85,000
6,16,450 Motor vehicle 1,00,000
Less Drawings

6,000(6,10,450

= 5900

Balance sheet of Shre Kumar as on 31 Dec March 2002

Less depreciation5,000{ 95,000
Creditors 96,000 | Debtors ,88,000
Bills payable 1,600'| Bills receivables 10,000
Bank O/D 4,000 | 12% Investment 50,000
12% loan 70,000 | Cash in hand 15,000
Outstanding interest 2,900 | Closing stock

42,000
Outstanding sales tax

4,000

Claim receivable from
insurance company 950

Accrued interest on In 3,000

7,88,950

Illustration 14:°

following trial balance of Mr. Kannappan as on 3|
prepare ugé?nrrgl gl?:oﬁnt and ;g)roﬁt and loss account for the year ended 31

32000

and a balance sheet as on that date after making necessary adjustment
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32000,

plant

Bad

Kannﬂppan
purni®”

Rent, Rate

e Expenses
?;f;est on Ramesh’s loa
Insurance
Travelling Expenses
Sundry Expenses
-Cash
Bank

&ﬁxtures
e

1,80,000
Machinafy

12,000
10,000
1,600

It
&

debts written off

2,85,600

Adjustments :

i)  Closing Stock -X 25,000

i) Of the debtors Z 400 are bad and should be written off. Crealt a rese‘sve
for bad debts at 5% on sundry debtors and a reserve for discount on
debtors 2'4% :

iii) Salaries ¥ 1,800 for March 2000 are outstanding S

iv) Interest on capital is to be calculated at 5% p.a and on drawings

V)  Prepaid insurance amonted to X 700

vi)

Depreciate furniture and fixtures by 7 4% and plant and eicinaty Tk

. o
vii) Make a reserve for discount on creditors @ 2¥4%

(M.S.University Nov.2002)
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S

To

s

-

E

Postage& Tele g o
gram 1,500
Rentrates & Taxes 2,600
Trade expenses 1,200
Bad debts 400
Add furtherbad 400
Add reserve for
bad debts 1,000
Add reserve for
dicount on debtors 475 2275
Interest on Ramesh |
loan 150
Add outstanding 450 600
Insurance 1800
* Less prepaid _700] 1100
Travelling exp 500
Sundry exp 300
Depreciation:
Furniture 7%% 300
i Machinery 10% 3,000
| 7 Interest on capital 5% 4000
7 et PrOfit coveevvercrvicens 13,155
54,730
T e ]

To Salaries and wages 22,400
Add Outstanding 1,800

Trading ang profit

Opening Stock
Purchases

1,20,000
Less returng 2,000{1,18.000
Gross profit ... . ’52.000 :
1,90,000

e—
20,000

= \\ " &

& loss account of Mr.Kannappay

for the i
W‘l}&%ﬁ@ 31 March 2000

Particulars

By Sales

“Closing Stock

By Gross Profit

“ Discount

“Reserve for discount
on Creditors

“ Interest on drawings

|

| T
1,80,000 Q,‘

Lessreturns 15,000/ 1,65 00p |

54,730

¢ of Mr.Kannappan as on 31March 2000

palanct shee i
/ 3 | Assets ? !
l,iuhiliﬂk‘-* A
80,000 [ Furniture 4.000
capit! rolit 13,155 | Less depreciation _300| 3,700
|| pddNet? 93.155 | Plant&machinery30,00(
I . N ”
. dal 4,000 | Less depreciationd,000 [ 27,000
| o capital_4 [Less 13,000 127,
|| Addinte 97.155 ] | Debtors 20,400
orawings 22,000 | Less Bad debts 400
Les8 RarulaiiG | [FERPRSROR
e 75.155 ; 20,000
Less [nt.on Drawings 830 | 74.325 | Less reserve for 1,000
css Int- —_— e
| doubtlul debts 19,000
Sundry Creditors 12000 | Less reserve for
Less Reserve 300 11,700 |discount on debtors 475 18,525
6% Ramesh Loan 10,000 : Cash 13,050
Outstanding Salary 1,800 Bank 10,300
Interest on Ramesh loan 450 | Closing stock 25,000 i
| Prepaid insurance 700 ‘ '
98,275 | 98,275 fq
Ilustration 15: - i

The following information appear in the books of'a conern:

R

Provision for doubtful debts on 1.1.97 6,500
Bad debts written off during the year 8,000
1,12,500

Sundry debtors on 31.12.97
Of the sundry debtors T 2000 was bad and provision
for doubtful debts was to be maintained at 5% on sundry debtors.
Show bad debts and provision for doubttul debts and the
relevent extracts of P&L and balance sheet.
(M.S. University Apr.2002)
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Solution - ;)

1
l 3
Dr . . . ' | ‘
19‘*97 % Bad debts a/c v “h'lsn,aﬁon 16110wing figures appear in the books of Vinayagam | %
To B T 1997 N The f° ¥ 120
0 Bala .. 1 debts provision 200
«g del;llcc b/d| 8,000 By provision for 199Z Bad and Sol‘llc\:\tuf:d pmvé’ion gt
. ors Jan : nt a
_20& Doubtful debts Dl.ssiz‘:m allowed during the year 930
1
—_— 10,000 DeC3 I}zad debts written off 470
Dr . d 25
————_ Provision for Bad debts a/c ! Bad debts recovere
1997 T 1557 < Debtors 10,060
Dis3 ) . further T 240 (definitely bad). Create a discount allowed
cc31 To Bad debts, 10,000 Jan 1| By Balance b/d 6,500 || g w;lgezg/’if. Create a bad and doubtful provisison of 10%. Prepare
Balance ¢/ 5,525 2 »200 ; proVi‘Sl_O“ gor doubtful debts account, bad debts account and provision for
L2025 | Dec31 Profit&Loss 9,025 || provision ot
S— | *jiscount account- .
I”Ol’kl‘lzgs\lé’i I 15,525 r, aie _ (M.S.University Nov.2002)
Debtors ' gl s
1,12 ! [ution
Less»Bad Debts 2’388 | SoDr Bad debts a/c Cr
: 1,10.500 " T 1997 3
PI.OWSI‘O”. . e ; To Balance b/d 470 By Recovery 25
5% on debtors = 5/100x1,10,500 : | « §.debtors 240 | “ Balancec/d | 685 !
o = 5525 ; 710 710
Dr | ; Provision for bad debts a/c
i Profit & Loss a/c 3 T {1997 z
} A s C | 1997 R
i ool delis 8,000.| % = ~ | | Dec31| ToBaddebts | 685 lyan11 ToBalancec/d | 1,200
! Add further Bad debys, 2.000 .‘?\ “ Balance c/d 982 EDec 31 |"Profit&loss a/c 467 |
1,667 1,667
10,000 \ :
Add New Provision 5.525 " Workings :
15,525 Sundry Debtors = 10,060
Less Old provision 6500 | 9025 R S Less further bad 240 v
9820
Balance Sh N . —
3 Sund eeDt b Provision for bad debts 10% = 10/100%x9820 = 982
n
1y Deotors 112,500 Dr Provision for bad debts a/c Cr
Less Bad debts 2,000 : T 1997 3
1,10,500 930 Janl |By Balancec/d 560
Less Pro.dou. debts 5575 ! ” Profit&loss alc 547
1,107
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SR .

H hr&l’"&\\«‘t

Sundey Dely
Y Debtorg

Losy turtly o
88 et bad debyg |
§ 24 |
982(())
Losy Pro. for bag debtg - 982 |

Lesy Provision for hes

discount 2% 176.78
|

EXERCISES

From the following calculate

Gross profit. |
. \ T
Opening Stock 1,00,000
Purchases 1 ’207000
Carriage inwards ,10’000
Sales:. 5,00,000
Closing Stock 50,000
(M.S. UniversityAp.Z()O])

. Ans : Gr ” 3
A}?e information given below (- ross Profit 3,20, 00?)

prepare trading account. .

. ) X ?

Opening Stock 1,00,000
Purchases - 1,50,000

2 Purchases return 25,000
™ Direct expenses 10,000
Carriage inwards 5,000
Sales 4,00,000
Closing Stock 50,000

%

(4ns : Qross Profi »
“rom the following particulars, prepare of fctory manuf;
account and ascertain the cost of production.

(MSU"’”’S"WMMOOO)

10,000)

aCturing

(193 4,801
5to° 4 tenals : 7602
I:\?ork n progfe: 14,400
Finis ed go? raw materials 57,500
purchases © 1,32,500

o5 601
iﬂ‘“‘“ inwards 15,601
ctory wach. . 1.201
Factory electricity 5,600
Ilii:ctor)/ salaries ’600
Factory rent, .ratcs s
Factory 1ight}ng 3200
Factory repairs 4,600

Factory depreciation g
Stock (31.12.93):

Raw materials 5,601
Work in progress 12,000
Finished goods 6,001

(Ans: Cost of Production 392,305)
(M.S.University Apr.ZQOO)

4 fom the following information ascertain gross profit and net
adt profit. - ;

E4
Stock at start 2,400
Purchases 15,205
Sales 20,860
Closing Stock 3,840
Return outwards - 185
Return inwards 860

Carriage in - - 524
Manufacturing wages paid 2,800
Manufacturing wages owing 96
Loss due to fire 1,000
Indirect Expenses 200

(M.S.University Nov. 2002)

(Ans : Gross profit 3000; Net profit 1800)”

5./P‘r;m the following particulars, calculate cost of goods and

gross profit.
Opening Stock

Purchases
Purchases returns

4
30,000
21,000

1,000
{
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Sales 78,000
- Direct Expenses

5,000
losing Stock 12,000
(dns : Gross profit % 35,000 , Cost of

/6 A ascertain the co

ost of goods sold from the following : 3'0%
Opening Stock 15,000 O
Purchases 65,000
Wages paid 9,000
Closing stock 20,000

, (M.S. UniversityApn 20,

ﬁ (Ans : 3 Y

¢ Find out the cost of goods sold from the following : g

Opening Stock 7,400 : ]
Purchases 40,000 ol
Carriage inwards 1,600 :
Carriage outwards 400 ;
Closing stock 5,000 |
(M.S. University 200
J ” : (dns : ¥ 44,000
Calculate stock at the end 1 |
3 :
Direct expenses 22,000
Stock in the beginning 5,000
Sales 45,000
Purchase 20,000
) eo Gross profit on cost ¥4
(MS. Universizy 2002)
9.

Calculate the stock in the beginning.

4
Saleﬁ

80,000-
Purchases*‘v /

(4ns : % 11,000

§00ds solgs . |

U]
69,00‘: 11.
U

60,000
Stock at end 8,000
loss on cost 1/6
(M.S. Universizy Noy 2000)
(Ans : Stock at beginning T44,000, Gross Losg 6,000)

94

R 7 e

stock in the beginning
e

te th kS
caloul® 1,60,000
les 0,000
iirchases 1’21 6,000

gstock at end ’

=2/12
Loss ot sales =2 (M.S.University Ap.2001)

he beginning X 82,667, Gross Loss X 26,667)
- Stoc !
. i repare profit and loss amount
From t olloiwng Prep -
1,00,000
5,000
Salary PO 2,000
R B eceivid 1000
Discount eceive ]
Dépreciation written off ot
Discount pef 1,500
Repaly Frpeme (M.S.University Ap.2001)

(Ans : Net ProfitX 91,900)

ormation prepare balance - sheet :

g

4,00,000

1,00,000

50,000

Bank Balance 75,000
Cash in hand 25,000
~ Profit . 50,000
B/R 40,000
B/P 30,000
S. Debtors 50,000
S. creatiors " 60,000
Goodwill 1,50,000

Building

‘ 1:5,15,000]
- Balance - sheet tota :
[A?;l S. L;Jniversity, B.Com April 2001]

ng



.13.The ﬂ)wmg is the trial balance of a person on 3 1 st Decemy, 37,110| Depreciation : :
Igebu. T oreii Sy, Chemlca; kT 36,000 Plant 48,000
Cash in hand 20| Sales s S Factory wages 4,68,000( Office building 1,200
Pi:::lh:ts:ank 2630] Returns out ,;g(()) Zf)ts(;;yg Stock : Factory building 1,200
Returns iiw d #M,073) Capital 71,000 Raw materials 20’3?)8
Wages 1wards 680| Creditors 6,300 | - Work in progress 6,
g, 10,480 Chemicals 2,280
Carriage o e R A me
Carriagc outwards 3,200 TAns - Cost of production - 10,19,400 ; Gross profit - 1,68,600
Openiﬁ inwards 2,040 _ ‘ ‘ : Net profit - 12,510]
.5 egS stock 5,760 : ; ; [M.S. University, B.Com April 2000]
Land 30,900 ]! y5. From the trial balance given below, prepare final accounts for the
Machinery - o | - year ending 31.3:2000,
Patents 7: N [ | Trial Balance
Salaries 15,000 b 1 7 | Credit 3
Sundry Expenses 3.000 : : Debit = 1. -
Insurance ’600 : iv.. Opening Stock” . 9,300 |Bank interest 200
Drawings 5,45 . ! Repairs 310 | Purchases return | 440 it
Debtors 14,500 : : N Machinery 12,670 | Creditors 12,370 jl
" 176,580 _ , - Furniture © 1,330 |Sales - 20,560 ¥
i Closing Stock ¥16,800 : 1,76,580 Office expenses 750 | Capital 24,500 i
Prepare trading, P&L account and Balaﬁce h . irads exber s 310 Loan o #
{ | [Ans : Gross Profit-3% 5], 7155. ?\Zt 3 Land and Buiding 15,400
- , = Troﬁt -% 29915 Bank charges ' 50
[M.S. Universiy, B Colal - 1,01,970 Purchases 15,450
4. From fhe follwing bulancssyoi e s k' Sales retumn e
manufacturing, trading and profit and loss a::qu”ed to prepart Adver.tlsement ) 2
Opening Stock . ount, (éash in hand 160
i ash at bank 5,870
lesh‘cd goods 49,140 | Sales ; Sundry expenses 150
Work-in-progress 3000 | Trade Discount 12,00,000 Insurance 500
Raw n.m!criul 25,920 | Carriage outwooq 10,200 Travelling expenses 200
Chemicals 1,170 | Salaries 6,960 L 63,070
Purchases : General expenseg 67,200/ '
Raw material 4,27,860 | Cash discount - 54,930
| 97
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Adjustments :
) Cl e \ ' /—g Credit Ed
Josing stoe
D pro ng :Stock on31.3.99.37 . — | _. i
') Prepaid insurance 7 250 585 pebit 55,000| Discount received 200
1) Depreciate land and buildj gtock (1'4'96) 1,92,500 Interest 1,000
[And N GI'OS'S ])"Oﬁ’ _ 3171‘}%_5%, Plan‘. & Machinery IO% PurChases 12’500 Sﬂles 2,93,500
; Net Loss- 642 ; B/s Total - 4], Wages rds 4,000| Bills payable 18,500
16. From the followi [M.S. University, B.Com April 200;9] Carriag® Tnwe: 3,500| Sundry creditors 93,250
m arti 5 2 _ ance : : .
Loss Account for tﬁcpy;;lrculadr s, Prepare Trading and Profit 4 ’ g-slilsrreceivable 1 ?g,ggg Capital 1,93,500
as on that ended 31.12.2004 and a Bal ' tors »Y,
date | ance Sheer | Sundry;:sizno 4,000
Comm
e 83 00; i k¢ Interest gigg
Opening Stock ) Discount received 200 Trade expenses 6,000
Tas sl Bl 8,200 Sales Returns 600 Furniture (1.4.96) )
Deb e L 13,700 ~ Furniture 7,400 Cash and Bank 42,250
Ce tf)rs 9,300 Travelling Expenses 5,300 Rent & Rates 12,750
I-‘edltors. 6,100 Salaries 16,900 Office expenses 8,000
Bills receivable 1,500 Purchase Return 100 Buildings 20,000
Wages 12,600 Insurance 600 | plant and machinery 60,000
Purchases 33.600 Capital 29.600 599,950 5,99,950
3 . . ’ 5 977 I
Carriage inwards 600 Flant 10.000 5’\.7—"'/ e -
Bank Over Draft s000 | * djyistments - '
Cash : 300 | D Closingstockon 31.3.97 -3 50,000
. 1,24,000 T3000 24’000 ij) Outstanding expenses o1 31.3.97 - RentX 200
Adjustments : — T e . ) St iii) Prepai insurance %100
(i) Closing Stock was valued at X 7,000 iv) Provide ¥ 600 for doubtful debts
(ii) Provide 10% Depreciation on plant v) Depreciate : Building 214 % ; Machinery 10% .
(iii) Insurance was prepaid for a quarter [Ans : GP - 79500 ; NP 38,300 ; BS - 3,43,750]
(iv) An amount of T 3,000 was due to workers [M.S. University, April 2004, ]
_ 18. From the following balances as at 3 1st Dec 1995 of a trader, prepare
[Ans G P%34,500; NP 80'50; B/SI 51250/] trading, Profit and loss account and a palance Sheet.
[M.S. University Noy, 50097 Debit 3
] - ven below, prepare tradin Salaries 11,000| S.Creditors
7. From the Trial balance grven £ ACCoung arn] . !
1 “ofit and 10ss account for the year ended 31.3.97 and the bln]t and Rent 2,600 Sales
) that date : 2ance Cash 2,000| Capital
sheet as Of! ’ _ Debtors 80,000| Loans
Trade. expenses
99




W . i i are
ng trial balance and other information, you a

Purch: - ollowi . .
ases ) From the & pare trading & profit & loss account for the year
Advances 28 ired to P Jance sheet are on that date.
requt 2002 and balan
Bank balance ended 31st Dec - Dr Cr
. 1,63,000 3 kS
Adjustments : - 20,000 2,04,000
i - vings & Capital ) ‘
1) The closing stock ¥ 18,000 Dra + Bank 48,000 -
u) One month’s Salary i arrens caShh?nery 50,000 -
: i
1.11) One Tnonth s rent has been paid in advance M.?;S Receivable & Payable 15,000 9,000
iv) Provide 10% for doubtful debts. ' I;lrchascs & Sales 2,05,000 3,50,000
u
[And : GP - 32,000 ; NP - 8,400, B/S - 1,08,400] Returns inwards & outwards 23,883 5,,00<_)
) © [M.S. University, Nov 2005] Wages 30,000 : )
19. From the fo}lowing particulars for the year ending 31 Dec 200, ' Stoclf d 1 02) ds 2’000 . 3
;é;epare trading, profit and loss a/c and a balance sheet as on thy Camaget;ﬂwar 1’000 2000
£, Discoun 5
: Salaries 30,000 -
Debit 28% Credit Ed . Debtors & Creditors 45,000 50,000
Salaries 5,500 |Creditors 9.500 Commission received - 4,000
Rent 1,300 ‘|Sales 32,000 : Other Assets (fixed) 1,22,000 -
Cash 1,000 |Capital 30,000 Rent 16,000 —
Debtors 40,000 |Loans 10,000 Cash in hand 10,000 -
N Trade Expenses 600 Bad debts 6.000 -
(el Purchases 25,000 |- 6,24,000 6,24,000
i Advances 2,500
Bank balance ) 5,600
81,500 ? 81,500 Adjustments :
(i) Closing Stock on 31.12.02 ¥ 35000
) : ii) Write of 6% provision for doubtful debts
Adjustments : iii) Depreciation : 10% on all fixed assets
i) The closing stock is % 9,000 iv) Salary outsanding ¥ 3,000
ii) Out standing salary ¥ 500
iii) Rent prepaid ¥ 200 | [Ans : GP - 1,29,000 ; NP - 59,100, B/S - 3
f S 3 - » ) - 3,05, ]00]
iv) Calculate 5% interest on capital [M.S. Uni ; :
) [M.S. Universisy, N ; versity, Nov 2004, April 2005]
[Ans ; Gross profit 16,000 ; Net Profit 6,800 ; B/s oy ‘5 82 ggg.




\ %

21. The following trial balance is extracted from the books of Mohig, |
on 31 Dec 1999 N

i ¢ 350 800
[ Debit \ Z| Credit ] . | Dls;fl;;arges 75 '
Furniture 600] Capital T2 i Babtors 45,000 -
Motor Vehicle 6,500 Provision for bad debis 20 ]éeeditors - 25,000
Buildings 7,500| Sundry creditors 3,000 || s;rﬂaries 1 6,800 2
Bad debts 100| Sales 15,00 | Wades - 10,000 -
Sundry debtors 3,800| Bank O/D 3,009 e :iage in 750 &
Stock on Jan 1, 1999 3,500 Purchases returns 200 |, Carriage out 1,200 -
Purchases 5,500] Commission 600 | Bad debts provision - 525
Sales Returns 200 Rent, Rates and taxes 10,000 s
Advertising 450 Advertisement 2,000 -
Interest 200 Cash in hand 900 -
Cash 650 Cash at bank 6,000 -
Taxes and insurance 1,200 2,54,075 2,54,075
General.expsnscs S You are asked to prepare the trading and profit and loss accounts
Salarics 3,000

for the year ended 31 st December 1999 and the balance sheet as on that
~ date. The following adjustments are required.
i) Closing stock X 35,000
ii) Depreciation of plant and machinary at 6%
iii) Bad debts provision to be adjusted to T 500
iv) Interest on capital to be allowed at 5% p.a
v) X 2000 of the profit is to be carried to reserve fund

The following adjustments are to be made.

1. Stock in hand on 31 Dec 1999 X 3,200

2. Depreciate buildings at 5%.; Furniture at 10% and motor vechicleat |
20%

3. % 100 are due for interest on bank OD.
A Prepare trading and P&L a/c for the year ending 31 Dec 199
Ll and a balance sheet as on that date.
[And : GP - 9200, NP - 2415 B/s Total - 20513)

. [M.S. University, Nov 2000
22. On 31st December, 1999 the following trial balance was extracted.

from the books of Manickam: ‘ 3.

(M.S.University Nov.2003; Nov.2011)
(Ans: Gross Profit : 1,11,000,Net Profit : 82,100, General Reserve

i 2000, B/S Total 1,61,600
Debit Balance X | Credit Balance 3
Credit Purchases 1,62,505 | Sales 2,52,400
3z Sundry debtors 50,200 | Prorision for

Capital 50,000 Opening stock 26,725 | doubtful debts 5,200
Plant & Machinery . Wages 23,137 | Sundry Creditors 30,526
Sales 1,77,000 Salar.les 5,575 | Bills payable 3,950
par e ) Furniture 7,250 | Outstanding wages 2,000

s 750 Postage 4,226

Returt wock Power and fuel 1,350 | Accrued but not paid 700
Opening S Trade expenses 5,831 | Capital account 10,000
102 [ 10,000
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TREMERD

S ;
Bad debts AT \f?
Loan at 15% p.a to 525 ' _
Subbu 1st Sept 1999 :  rfurther pad debts 72000 and create a provision
Cash in hand & at bank 3,000 &) write © eful debts at 5% on sundry Debtors
Drawings account 10,000 } for O'ate machinery b 10% and motor car 20%
4,452 I 9 peprec! on 0f 3 3,600 has been earned but not received till the
Prapar 04,776 [ ) Cl(; seﬂL ¢ accounting year. R ‘
e the trading a i ; 10,000 porrowed form Paranjothi on 1.7.94 was repaid.
% p.a. still remains unpaid.

nd pr
31.12.99 and the balance sheetp ;(;ﬁt and Loss a/c for the year ¢

following information,

vii) ’ 10
¢ interest at
put! (M.S.University Nov.2003)

= Gross profit 1.38,930;Net Profit 1,05,692:B/ Total 1,40,192)

under noted Trial balance of Mr. Ramaswamy prepare a

|
on that date taking into accounr:%d i
the |

() Depreci i | |
preciate furniture at 10% p.a | 5

(ii) * Sundr
'y debtors an item of
. of ¥ m the
become insolvent and nothingsig?edue from a customer whg hag { 25-;;‘; and Profit and Loss a/c for the year ended 31.12.2000 and a
(iii) Provision for doubtfue debs | COVCra?le from his estate, ;fa]ance sheet as on that date
debtors, > debts is to be maintain at 5% on sundyy l ; T T | Credit 3
. i
(iv) Goods of th : |t hand 800 | Capital 75000
i e value of T 1,500 h ' | [Coshinhan P
surasion.cqmaeny hax sdifiod bele‘} destroyed by firc and h, | | Purchases 100000 | Bankloan 10500
(v) Stock at 31st Dec ‘ Felaimeon s L0 | | Opening stock 20000 | Bills payable 9000
. embe; 1999 was ¥ 12,550. ; Provision for bad and
[And : GP - 52733, NP - 37716 B/s Total - 80440 ] gundary Debtors 40000 | doubtful debts 1200
[M.S. University, Nov 2002, April 2003] || Furniture 15000 | Sundry creditors 22000
i 24. From the followi . ] | | Machinery 20000 | Provision for discount
i the following particulars prepare tradi | -
[ account and balance sheet as at 31p12 ading and profit and loss | Buildings 15000 | on debtors 700
' Sundry Debtors ¥ 52,000; Creditors 94, Discount allowed 400 | sales 166000
ebtors T 52,000; Creditors ¥ 22,000; Cash i L
Furniture ¥3,500; Motdr 92 000 ,000; Cash inhand % 2,392, Bad debts 700 | Commission 300
72.92.000; Sales ’retums %2600 ’S , s Purchases %1,45,000; Sales Wages & Salaries 24000 | Discount earned 800
e ,600; Sa . .
Z11,400; Motar Car expenses X 6 1085‘11;65 38,420; Opening Stock Trade expenses 10000
I . ORI ,108; Rent rates and taxes 3,600, Manufacturing expense 15000
nsurance premium (paidon 1 .10.94)%2,400; Cash at bank ?6,200: Income Tax 8200
Mac_.hlnex'fy 724,000; wages < 23,60Q; General expenses ?2,680f Advertisement 14000
Carriage inwards 2040; Carriage outwards X1,630; Rl i :
. ! 4 ,630; Fuel and power Provision for discount
. % 6,430; Capital ¥ 20,000; Drawings X 8,000. oicreditors 300
Adjustments : Insurace premium 2100 | : 7B g
285500 285500

iiy Goods worth T 2000 were distributed as free samples,
hinery erection was debited to wages

1

: |

i)  Closing stock was ¥ 35,000 $
iii) ¥ 1000 paid for mac \
I

|



A

Adjustments
(i)  Closing Stock ¥40,000
(i) Depreciation for Furnitures 15%; Machi
; Mach
5% ey 10% By
(Tii) Write off bad debts 31000 ‘“gf
(iv) Maintain provision for doubtful debts @ 5% |
(v)  Create a provision @ 2% cach for discount on ¢ 5‘
creditors o andf
(Ans: Gross profit 47000, Net Profit 1 4249, B/S Total ] 7, |
. 2 3 ’10 ’
. | v (M.S. Universizy .|
26.'Wr1te d_own adjustment journal entries for the following iteg 2007)5
1) erte. of FZ 2100 depreciation on Furniture e
11) Provide ¥ 1300 for provision for doubtful debts
f”) Charge ¥ 1100 interest on capital |
iv) Interest receivable ¥ 600 !
v) Prepaid insurance premium ¥ 400 : ;
vi) I |
) Investments of book value ¥ 14000, were sold for ¥ 15000 |

Provision for Bad Debts:

27. From the following particulars prepare the provision for bad debs

account.
1990 Jan 1 Provision for bad d
ebt
Dec 31 Baddebts i 12,500
Debtors 2'0’358

Make a provision for bad debs at .
5%
(Ans : Provision for BadDebts a/c Total 287(); (MYS'-O; d'ethrs, b
(M.5:University Nov.1

28. The following informations appear in the books of
Provision for doubtful debts 1.1.05 6,500 aconcern.
Bad debts written of during the year 4,000
Sundry debtors on 31.12.05 75,000

Of the sundry debtors %2000 was bad and proy;
be maintained at 5% on sundry debtors,

ad debts account, provision for dou

debt was 0 sion for doubff“]e
- Show journal, b
and the relanent extracts O

Ans . Bad debts a/c total
l(’&L Account 3, 150, B/S 69,350

|
f profit and loss accountand balatﬁxl debts accol,

6,000; Provision for bad deblsnce sheet.
(s Ve Toral 9,650

-0, m'Versityzooﬁ;
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y AnSWer 5
,f’,’”rWhat ;s Final

L

Theory Questions

Part -A

Accounts?
What ar¢ the objectives of prepar
in Trading Account?
What i Profit and Loss Account?
Explain Balance Sheet.

What 1S Bad Debts?

Choose the best
1. A leaseeis a0 example of
(B a current asset
b) a fixed asset
2. Whenthe balance of Reserve forBad Debts, a
of the estimated sums, it is transferred to
a) Sundry Debtors Account
'b) Reserve for Discount on Debtors Account
Profit and Loss Account
d) Sundry Creditors Account
dvance by a business unit is
b) a liability
d) none of the above

SR W

answer

c) a wasting asset
d) liquid asset

3, Insurance paid in a

@an asset

c) aloss
4. Prepaid Commission is

an asset

¢) an expense

b) a liability
d) none of the above

{ ;\,5. Excess of sales over cost of goods sold is
a) Net profit

b) Net loss

d) Gross loss
bilities

b) Trading account

(@)Gross profit
6. Summary of assets and lia

@Balance sheet

c) Profit and loss

107

ing Final Accounts?

I (Ans :a)

ccount is in €XCess

(Ans :c)

(Ans: a)

| (Ans: a)

(Ans:c)

account d) Income and expenditure a/c

(Ans:a)



\

N
7.}%uilding is e
(o item is appearing in the Balance sheet?

N4
a) Current : : : Y
c% S .bzlisset /@@md asset 14. 2 OP ening stock @ Closing stock . 7
i gible asset d) Depleting asget ‘ o) purchases d) Sales (Ans: b) |
. Income received i : . :
e as::td in advance léy)a business unit jg A‘?S:b)‘ % Goodwill iS2 A
a liability 1T angible assets : ‘ :
c) a loss : d) none of the above @ ) floating asset @ intangible asset (Ans: d)
S:b) ets =7
16 A8 b) capital - Depreciation

9. Prepaid rent is
tal - liabilities

a) an asset . s capi
€)an expense t(g i(l)?:g]ft?he b c) 1ig§>ilities _assets  d) capital + liabilities (Ans: d)
10.Purchases are equal to which of th .a OvVe  (Ang: o) 7. Closing entries are necessary

@ Cost of goods sold + ope .e following? ) ° . ' . a) to close the business b) to close the journal entries

b) Cost of goods sold - Oge;lil:g SttOCk - closing stocg | 1o prepare financial accounts d) none of the above (Ans : )
- ¢) Cost of goods sold - opening StOCk i 18. The ‘manufacturing account is prepared -

d) None of the above gstock - closing stock - | a) to ascertain the profit or loss on the goads sold.

(Ans: 2| b) to show the sales proceeds from the goods produced
. to ascertain the cost of the goods manufactured

11. Profit and loss account means

ecording o e
office an§ nfgif:;’:ﬁi:‘;i;z;omes, sales expepses, d) to ascertain the gross profit (Ans :¢) \
b) recording of manufacturi - 19. Carriage inwards paid is debited to ‘{\\
{ ihid expenses 18, purchasing and direct ‘ Trading account b) Profit and loss account |
¢) Balance sheet d) none of the above (Ans 1)

) recording of assets and liabilifis
are shawn

i d) recording financial position of the 20." The ledger balances in personal and real accounts

‘ 12. Final acco'unt is prepared by ompany  (Ans: a) | in the
@’Eusmess concern  b) Non - tragy g a) Trading account b) Nominal account
¢) Banking company ~ d) GOVennilemtg associatiop ¢) Profit and loss account @alance sheet (Ans d) .
. \ . . .
13 .The -c;l?%ect of preparing balance sheet is “Mpany (Ans a) | 21, While valuing closing stock@,pn\y expense is taken
a) To find out the gross profit and L : ) Indirect Direct
- £ross log; { :
p];)»[ ﬁnc} out thfa gnancxal position of the cs(,:the company 5% (2 Cash d) None (Ans :b)
icular perio Ay for . In the trail Balance provision are shown on side
: a .
¢) To findout the net profit of the compap, : a) debit @ credit
Y ' ¢) liability d) None (Ans :b)

d) To check the arithmetical accuracy of the 4
C()un

S (Ans: b)

bt 108
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P capital of the proprietor is

- 23.Capital = Asset - . dershi
a) ASSEtS Ilabl]ltICS 2. In 50]6 traAsset b) An Income
¢) Capital d) None ( 5 ﬁ:nLiability d.) None ‘s
24. If assets are more than liabilities, then it ig Ans:l’) ) in advance by a busipess 'm;)ility
a) debit b) credit 33. lncor;ljl Asset :I oLnl:a1
(©) capital d) None (Ang. 3 ALoSS 2 ds sold is
25. Final accounts means , ' A ess of sales over cost Ofbg(;)et loss
a) Trading a/c b) Profit & Loss a/c 34.. EXCa) Net Profit d; Gross loss
@) Trading, Profit & Loss a/c and Balance - sheet Gross Prf’ﬁt ;
d) Balance sheet - (Ans: g 35 Interest On Cii‘;?tlulrse for the business
26. Prepaid expenses are o ?Xpome for the business
a) Wasting Assets ) Liquid Assets b) an I;;tc for the business
. ©) Fictitious Assets d) Fixed Assets (Ans :b) Z)) Fl);:s for the business
27. Bank overdraft isa , )
Current liabilitiy b) fixed liability »
¢) current assets d) fixed assets” (Ans: 5) ’ Part-B

28. Import duty is debited to .
Trading Account b) Profit & Loss Account

¢) Balance Sheet d) None of tha above (Ans :a) 2. Give the format of trading account.
¥} 29. Free sample using by manufacturers is deb; .
Y ! ebited to . heet.
a) Trading account b) Profit & Loss account 3 Explaip Balanco e
¢) Balance sheet d) None of the above (Ans :b)

30. Outstanding wages is

a) An Asset An Income

¢) An Expenditure A liability (Ans: d)
31. When the total credit side is less than the total of dep Side.of

profit and loss a/c, it is
a)Gross loss b) Gross profit

@Net loss d) None of the aboye . -.c) = :

111

(Ans:a)

(Ans :b)

(Ans :c)

(Ans:a)

t.
1. Distinguish between Trial Balanceand Balance Shee

M

il



