ALP101 LECTURE 6

· Study Unit 8:

Trade and other receivables
· Study Unit 9:

Inventory
· Study Unit 10:
Property, Plant and equipment
· Answers to Study Unit 7
STUDY UNIT  -  8
TRADE AND OTHER RECEIVABLES

· SETTLEMENT DISCOUNT GRANTED

        JOURNAL  :   ……………………

        ACCOUNTS AFFECTED :   Bank   ;   Debtors Control ; Settlement       

                                                        Discount Granted 

· INTEREST CHARGED

JOURNAL:
………………….

ACCOUNTS AFFECTED:    Debtors Control  and Interest Income

· CREDIT LOSSES

JOURNAL:
………………….

ACCOUNTS AFFECTED:    Debtors Control ; Credit Losses  

· ALLOWANCE FOR CREDIT LOSSES

JOURNAL:
………………….

ACCOUNTS AFFECTED:    Credit Losses and  Allowance for Credit 





Losses 

1. Creating an allowance

2. Increasing the allowance

3. Decreasing the allowance

· RECOVERY OF CREDIT LOSSES ALREADY WRITTEN OFF

JOURNAL:
………………….

ACCOUNTS AFFECTED:  Credit Losses Recovered and Bank 

· DEBTORS WITH CREDIT BALANCES

JOURNAL:
………………….

ACCOUNTS AFFECTED:    Debtors Control  and Creditors Control

· DISCOUNT TO BE CANCELLED ON R/D CHEQUES
JOURNAL:
………………….

ACCOUNTS AFFECTED:    Debtors Control  and Settlement Discount 








Granted
· DEBTORS CONTROL ACCOUNT

                   DR                                                    DEBTORS CONTROL                                          CR
	
	
	
	
	
	
	
	   

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


	Exercise 1      (Unisa Exam October 2004)
	
	
	
	

	
	
	
	
	
	
	
	
	

	The following information relates to Manzi Ltd (not registered as a VAT vendor)

	
	
	
	
	
	
	
	
	R

	1. Balance on the debtors control account at 1 April 2004
	
	53 380

	2. Total of the list of debtor balances at 30 April 2004
	
	
	26 050

	3. Totals of the subsidiary journals for April 2004:
	
	
	

	
	
	
	
	
	
	
	
	

	
	Cash payments journal columns:
	
	
	
	

	
	
	Bank
	
	
	
	
	
	65 460

	
	
	Debtors control
	
	
	
	
	600

	
	
	Creditors control
	
	
	
	
	25 800

	
	
	Purchases
	
	
	
	
	35 000

	
	
	Discount received
	
	
	
	(2 040)

	
	
	Sundries
	
	
	
	
	6 100

	
	
	
	
	
	
	
	
	

	
	Cash receipts journal columns:
	
	
	
	

	
	
	Bank
	
	
	
	
	
	99 580

	
	
	Debtors control
	
	
	
	
	52 500

	
	
	Creditors control
	
	
	
	
	2 250

	
	
	Sales
	
	
	
	
	
	44 250

	
	
	Discount allowed
	
	
	
	
	(1 980)

	
	
	Sundries
	
	
	
	
	2 560

	
	
	
	
	
	
	
	
	

	
	Sales journal
	
	
	
	
	
	47 100

	
	Purchases journal
	
	
	
	
	42 000

	
	Sales returns journal
	
	
	
	
	5 400

	
	Bills receivable journal
	
	
	
	
	12 600

	
	General journal debits in respect of debtors
	
	
	1 500

	
	General journal credits in respect of debtors
	
	
	1 100

	
	
	
	
	
	
	
	
	

	4. Additional information:
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	a) The sales journal was overcast with R7 100.
	
	
	

	b) Interest totalling R750, charged to debtor accounts during April 2004, was posted to the 

	      interest account in the general ledger, but the contra entry was posted to the 

	      creditors control account.
	
	
	
	
	

	c) Sales of R4 540 which had been recorded correctly in the sales journal, was 

	     entered in the account of debtor P Pokane as R5 540.
	
	

	     in the Rand. All the relevant entries must still be recorded in the books.
	

	e) A credit note for R60 was recorded correctly in the sales returns journal, but

	     erroneously posted to the wrong side of B Bokaba's account.
	
	

	f) The sale of old machinery for R1 730 on credit to V Vakalisa (carrying amount 

	    R1 220)  has not yet been recorded in the books.
	
	
	

	g) A cheque for R2 000 received from L Lange was returned by the bank, marked R/D

	h) A cheque for R1 500 received from B Bafedi was entered correctly in the cash

	    journal, but must still be posted to his account.
	
	
	

	i) Sales of R1 200 has been posted correctly to the general ledger, but has not yet 

	    been posted to the account of B Bam.
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	REQUIRED:
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Prepare the following for Manzi Ltd:
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	1.The debtors control account for April 2004, properly adjusted and balanced.

	2. The reconciliation of the total of the list of debtor balances with the final balance

	    of the control account as calculated in (1) above.
	
	
	

	
	
	
	
	
	
	
	
	


	Exercise 4       (Unisa Exam June 2006)
	
	
	
	

	
	
	
	
	
	
	
	
	

	The following information was obtained from the financial records of Inzimduvu Traders:

	
	
	
	
	
	
	
	R
	

	Balance of the debtors control account at 1 April 2006
	
	15 300
	

	Total of the list of individual debtors from the debtors ledger at 30 April 2006
	12 155
	

	
	
	
	
	
	
	
	
	

	Totals of selected journal columns for April 2006:
	
	
	

	Cash receipts journal:
	
	
	
	
	
	

	*
	Debtors column
	
	
	
	
	13 400
	

	*
	Discount allowed column
	
	
	
	1 150
	

	*
	Sales column
	
	
	
	
	15 780
	

	Cash payments journal:
	
	
	
	
	
	

	*
	Creditors column
	
	
	
	
	18 785
	

	*
	Purchases column
	
	
	
	12 125
	

	*
	Debtors column ("R/D" cheques)
	
	
	2 200
	

	
	
	
	
	
	
	
	
	

	Sales journal: sales column
	
	
	
	12 850
	

	Purchases journal: purchases column
	
	
	8 250
	

	Sales returns journal: sales returns column
	
	
	3 600
	

	Bills payable journal
	
	
	
	
	800
	

	Bills receivable journal
	
	
	
	
	700
	

	General journal:
	
	
	
	
	
	
	

	*
	Bad debts written off
	
	
	
	800
	

	*
	Accounts with debit balances transferred from the
	
	

	
	creditors ledger to the debtors ledger
	
	55
	

	*
	Interest charged on overdue accounts
	
	110
	

	*
	Discount allowed on "R/D" cheque
	
	40
	

	
	
	
	
	
	
	
	
	

	On reconciling the balance on the debtors control account with the list of balances

	from the debtors ledger, the following errors were discovered:
	
	

	
	
	
	
	
	
	
	
	

	(i)   The sales journal was overcast by R350.
	
	
	
	

	(ii)  Credit note number 18 for R25 was entered correctly in the sales returns journal

	       but was debited to the account of Z Zweelie.
	
	
	

	(iii) Sales invoice number 22 for R1 130 has been entered correctly in the sales

	       journal, but was posted in N Nobody's account as R1 530.
	
	

	(iv) Debtor J Serobe, who owed R750, was declared insolvent. His estate paid

	      2 cents in the Rand. All the relevant entries must still be recorded in the books.

	
	
	
	
	
	
	
	
	

	REQUIRED:
	
	
	
	
	
	
	

	1
	Prepare the debtors control account (properly balanced) in the general

	
	ledger of Inzimduvu Traders at 30 April 2006.
	
	
	

	2
	Reconcile the total of the list of debtors with the balance on the debtors

	
	control account as determined in (1) above.
	
	
	

	Exercise 6       (Unisa Exam May 2003)
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	The following information relates to Bence Traders (not registered as a VAT vendor)

	
	
	
	
	
	
	
	R
	
	

	1
	Balance on the debtors control account at 1 April 2003
	13 000
	
	

	2
	Total of the list of debtors' balances at 30 April 2003
	10 610
	
	

	3
	Totals of the subsidiary journals for April 2003:
	
	
	

	
	Cash receipts journal columns:
	
	
	
	
	

	
	
	Bank
	
	
	
	
	25 600
	
	

	
	
	Debtors control
	
	
	
	13 100
	
	

	
	
	Creditors control
	
	
	
	200
	
	

	
	
	Sales
	
	
	
	
	11 000
	
	

	
	
	Discount allowed
	
	
	
	(500)
	
	

	
	
	Sundries
	
	
	
	1 800
	
	

	
	Cash payments journal columns:
	
	
	
	
	

	
	
	Bank
	
	
	
	
	17 200
	
	

	
	
	Debtors control
	
	
	
	100
	
	

	
	
	Creditors control
	
	
	
	6 450
	
	

	
	
	Purchases
	
	
	
	8 750
	
	

	
	
	Discount received
	
	
	(600)
	
	

	
	
	Sundries
	
	
	
	2 500
	
	

	
	
	
	
	
	
	
	
	
	

	
	Sales journal
	
	
	
	
	11 700
	
	

	
	Purchases journal
	
	
	
	9 000
	
	

	
	Sales returns journal
	
	
	
	1 300
	
	

	
	General journal debits in respect of debtors
	
	200
	
	

	
	General journal credits in respect of debtors
	
	300
	
	

	
	
	
	
	
	
	
	
	
	

	4
	Additional information:
	
	
	
	
	
	

	
	a)
	The sales journal was undercast by R200.
	
	
	

	
	b)
	Interest of R100, charged to a debtor's account during April 2003,

	
	
	was correctly posted to the relevant debtor's account in the 
	

	
	
	debtors ledger and to the interest account in the general ledger,
	

	
	
	but the contra entry was posted to the creditors control account.
	

	
	c)
	Sales of R1 190 which had been recorded correctly in the sales
	

	
	
	journal, was entered in the account of debtor N Pearce as R1 100.

	
	d)
	A credit note of R50 was recorded correctly in the sales returns
	

	
	
	journal, but erroneously posted to the wrong side of R Stolp's
	

	
	
	account.
	
	
	
	
	
	

	
	e)
	A cheque for R250 received from B Swan was entered on the 
	

	
	
	credit side of D Swan's account.
	
	
	
	

	 
	f)
	Redundant machinery that was sold for R600 on credit to 
	

	
	
	M Sithole (carrying amount R450) has not yet been recorded in 
	

	
	
	the books.
	
	
	
	
	
	

	
	g)
	A cheque for R550 received from L Short, was returned by the
	

	
	
	bank marked "R/D". No entry has as yet been made regarding
	

	
	
	this R/D cheque.
	
	
	
	
	
	

	
	h)
	Debtor C Chewe who owed R300 was declared insolvent. His
	

	
	
	estate paid 40c in the Rand. All the relevant entries must still be
	

	
	
	recorded in the books.
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	REQUIRED:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Prepare the following for Bence Traders:
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	1
	The debtors control account for April 2003, properly adjusted and balanced.

	2
	The reconciliation of the total of the list of debtor's balances with the final
	

	
	balance of the control account as calculated in (1) above.
	
	

	
	
	
	
	
	
	
	
	
	







STUDY UNIT 9

INVENTORY

	
	PERPETUAL SYSTEM
	PERIODIC SYSTEM

	Purchases of Goods
	Inventory Account
	Purchases Account

	Carriage on Purchases
	Inventory Account
	Carriage on Purchases

	Drawings from the stock
	Inventory Account
	Purchases Account

	Donations from the stock
	Inventory Account
	Purchases Account

	
	Inventory is a current asset
	Purchases is an expense


DISCLOSURE:

· INCOME STATEMENT

Revenue                                             XXXX

Cost of Sales                                     (XXXX)
	Opening Stock
	  XXX

	Purchases
	  XXX

	Carriage on Purchases
	  XXX

	Closing Stock
	(XXX)

	Gross Profit
	XXXX


· BALANCE SHEET

                        ASSETS

                        Non-current assets

            Current Assets



Inventories (XXX  +  XXX)                                               XXX



Trade Receivables

                        Cash and Cash Equivalents

                       TOTAL ASSETS
ACTIVITY

The following information was taken from the books of PG Stores on 29 February 2008, the last day of the financial year:

INFORMATION:

List of balances on 29 February 2008


Sales






340 000

  
Sales returns





    7 500


Inventory (1 March 2007)



  76 600


Purchases                      



145 200


Carriage on Purchases




  12 440


Stationery





       720


Carriage on Sales                    


    3 280


Purchases Returns



                9 980

            Freight                                                                           11 780

ADJUSTMENTS:

1. The value of stock on hand on 29 February 2008 was R87 500.

2. Stationery consumed for the year amounted to R450.

REQUIRED:

a) Calculate the Gross Period for the year

b) Calculate the amount for inventories to be disclosed in the Balance Sheet on 29 February 2008 





STUDY UNIT 10

                                  PROPERTY, PLANT AND EQUIPMENT

DEPRECIATION

· What is depreciation?

· Methods of calculating depreciation

i. % of the cost price / fixed amount

ii. Reducing balance method / Diminished Balance method 

· Entry in the General Journal

              Dr     Depreciation                                           XXXX

                Cr    Accumulated Depreciation on Vehicles               XXXX

                Cr    Accumulated Depreciation on Equipment            XXXX

· Impact on the Income Statement

Depreciation – included with other expenses

· Impact on the Balance Sheet

Accumulated Depreciation will increase (note for PPE) 

Example :

The following information was taken from the books of Viva Traders on 28 February 2008, the last day of the financial year:


     EXTRACT FROM TRIAL BALANCE ON 28 FEBRUARY 2008

	
	DEBIT
	CREDIT

	Land and Buildings
	380 000
	

	Equipment
	76 000
	

	Vehicles
	220 000
	

	Accumulated Depreciation on Equipment
	
	42 000

	Accumulated Depreciation on Vehicles
	
	81 500


                  ADJUSTMENTS

1. Provide for depreciation as follows:

· On Equipment at 10% p.a. on the reducing balance method

· On vehicles at 20% p.a. on the cost price.

                  REQUIRED:

1. Journal entry for the adjustment

2. Note for Property, Plant and Equipment in the Balance Sheet on 28 February 2008.

         GENERAL JOURNAL - 28 FEBRUARY 2008

	
	DEBIT
	CREDIT

	
	
	


	PROPERTY,PLANT AND EQUIPMENT
	EQUIP-MENT
	LAND AND BUILDINGS
	VEHI-CLES
	TOTAL

	Carrying Amount:

Beginning of year
	
	
	
	

	 Cost
	
	
	
	

	Accumulated Depreciation
	
	
	
	

	
	
	
	
	

	Movements:
	
	
	
	

	Additions
	
	
	
	

	Disposal
	
	
	
	

	Depreciation
	
	
	
	

	Carrying Amount:

End of year
	
	
	
	

	       Cost
	
	
	
	

	Accumulated Depreciation
	
	
	
	


QUESTION 3.2

CASH RECEIPTS JOURNAL OF BASSON TRADERS– JUNE 20.7
	DATE
	DETAILS
	BANK

	30
	Total 
	20 000

	
	Donations (cheque cancelled)
	1 200

	
	Interest on Current Account
	50

	
	Creditors Control (correction of error)
	180

	
	Credit Losses Recovered
	4 500

	
	
	25 930


CASH PAYMENTS JOURNAL OF BASSON TRADERS – JUNE 20.7
	DATE
	DETAILS
	BANK

	30
	Total 
	20 054

	
	Donations ( Red Cross)
	1 200

	
	Bank Charges
	126

	
	Mortgage Loan
	2 000

	
	Fix-it Motors (Creditors Control) 
	1 700

	
	S Steward (R/D cheque)
	500

	
	Estcourt Traders (R/D cheque)
	780

	
	
	26 360


	                                                     Bank

 

	20.7
	
	
	R
	20.7
	
	
	R

	June 1
	Balance        b/d
	2 650
	June 30
	Payments   CPJ
	26 360

	30
	Receipts     CRJ
	25 930
	 
	Balance        c/d
	2 220

	
	
	
	
	
	

	 
	
	
	28 580
	 
	
	
	28 580

	 July 1
	Balance
	      b/d
	2 220 
	
	
	
	


            BANK RECONCILIATION STATEMENT ON 30 JUNE 20.7
	 
	DEBIT
	CREDIT

	Credit balance as per bank statement
	
	7 630

	Credit outstanding deposit
	
	3 850

	Debit outstanding cheques:

                        No 168 …………………….

                        No  221 ……………………

                        No  211…………………….

                        No  216…………………….
	860

1 200

3 532

3 668


	

	Debit balance as per bank account
	2 220
	

	
	11 480
	11 480


QUESTION 3.3

CASH RECEIPTS JOURNAL OF ACT TRADERS – APRIL 2008

	DATE
	DETAILS
	BANK

	30
	Total 
	9 420

	
	Repairs (stale cheque)
	350

	
	Stationery
	450

	
	
	10 220


CASH PAYMENTS JOURNAL OF ACT TRADERS – APRIL 2008

	DATE
	DETAILS
	BANK

	30
	Total 
	14 260

	
	Bank Charges
	22

	
	Interest on overdraft
	32

	
	G Adams (R/D cheques)
	260

	
	Insurance
	600

	
	
	15 174


	                                                     Bank

 

	2008
	
	
	R
	2008
	
	
	R

	Apr 1
	Balance        b/d
	1 230
	Apr 30
	Payments   CPJ
	15 174

	30
	Receipts     CRJ
	9 815
	 
	
	

	
	Balance        c/d
	4 129
	
	
	

	 
	
	
	15 174
	 
	
	
	15 174

	 
	
	
	 
	 May 1
	Balance
	      b/d
	4 129


            BANK RECONCILIATION STATEMENT ON 30 APRIL 2008
	 
	DEBIT
	CREDIT

	Debit balance as per bank statements
	4 899
	

	Credit outstanding deposit
	
	1 720

	Credit incorrect cheque
	
	540

	Debit outstanding cheques:

                        No 713 …………………….

                        No  893 ……………………

                        No 901 …………………….
	520

420

550
	

	Credit balance as per bank account
	
	4 129

	
	6 389
	6 389


Question 3.5

General Ledger of WW Traders

	                                                     Bank

 

	2008
	
	
	R
	2008
	
	
	R

	July 30
	Total Receipts
	39 510
	July 1
	Balance          b/d
	750

	
	Insurance
	500
	        30
	Total Payments
	37 180

	
	D Small(Debtors)
	990
	
	Azalia Traders(R/D)
	240

	
	Rent Income
	1 340
	
	Interest on overdraft
	40

	
	Sales
	6 060
	
	Bank Charges
	250

	
	
	
	
	Drawings
	910

	
	
	
	
	Balance                 c/d
	9 030

	 
	
	
	48 400
	 
	
	
	48 400

	 Aug 1
	Balance
	      b/d
	9 030
	
	
	
	


            BANK RECONCILIATION STATEMENT ON 31 JULY 2008
	 
	DEBIT
	CREDIT

	Credit balance as per bank statement
	
	5 390

	Credit outstanding deposit
	
	9 060

	Credit incorrect cheque
	
	400

	Debit outstanding cheques:

                        No 254 …………………….

                        No  308 ……………………

                        
	2 510

1 810
	

	Debit balance as per bank account
	9 030
	

	
	13 350
	14 850


