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Basic Accounting II – Section 1
Task 1.1

Kitchen Kuts’ trial balance was extracted and did not balance. The debit column of the trial balance totalled £400,278 and the credit column totalled £420,125. 
(a) What entry would be made in the suspense account to balance the trial balance?
	Account name
	Amount  £
	Debit

(
	Credit

(

	Suspense
	
	
	


It is important to understand the types of errors that are disclosed by the trial balance and those that are not.

(b) Show which of the errors below are, or are not, disclosed by the trial balance.

	Error in the general ledger
	Error disclosed by the trial balance
	Error NOT disclosed by the trial balance

	Recording a bank payment for heat and light on the debit side of both the bank and heat and light account.
	
	

	Recording a payment for motor repairs in the motor vehicles account.
	
	

	Recording a sales credit note on the debit side of the sales ledger control account and the credit side of the sales returns account.
	
	

	Incorrectly calculating the balance on the rent account.
	
	

	Recording a payment by cheque to a creditor in the bank account and purchases ledger only.
	
	

	Recording a bank payment of £470 for motor repairs as £4700 in both accounts.
	
	


Task 1.2

A credit customer, B B Brand Ltd, has ceased trading, owing Kitchen Kuts £1560 plus VAT.

(a) Record the journal entries needed in the general ledger to write off the net amount and the VAT.

Select your account names from the following list: Bad debts, B B Brand Ltd, Kitchen Kuts, Purchases, Purchases ledger control, Sales, Sales ledger control, VAT.
	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	


(b) Kitchen Kuts has started a new business, Kitchen Capers, and a new set of accounts are to be opened. A partially completed journal to record the opening entries is shown below.

Record the journal entries needed in the accounts in the general ledger of Kitchen Capers to deal with the opening entries.

	Account name
	Amount  £
	Debit

(
	Credit

(

	Cash 
	150
	
	

	Cash at bank
	12350
	
	

	Capital
	23456
	
	

	Fixtures and Fittings
	2100
	
	

	Insurance
	825
	
	

	Loan from bank
	10000
	
	

	Miscellaneous expenses
	218
	
	

	Motor vehicle
	15650
	
	

	Office expenses
	613
	
	

	Rent and rates
	1550
	
	

	Journal to record the opening entries of new business


Task 1.3

Kitchen Kuts pays its employees by cheque every month and maintains a wages control account. A summary of last month’s payroll transactions is shown below:

	Item
	£

	Gross wages
	6236

	Employers’ NI
	730

	Employees’ NI
	620

	Income tax
	1808

	Trade Union fees
	300


Record the journal entries needed in the general ledger to:

(a) Record the wages expense.
(b) Record the HM Revenue and Customs liability.
(c) Record the net wages paid to the employees.
(d) Record the Trade Union liability.
Select your account names from the following list: Bank, Employees NI, Employers NI, HM Revenue and Customs, Income tax, Net wages, Trade Union, Wages control, Wages expense.
(a)
	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


(b)

	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


(c)

	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


(d)

	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


Task 1.4

Kitchen Kuts’ initial trial balance includes a suspense account with a balance of £100.

The error has been traced to the sales returns day-book shown below.  

Sales returns day-book
	Date 20XX
	Details
	Credit note number
	Total £
	VAT £
	Net £

	30 Jun
	Barber Bates Ltd
	367
	705
	105
	600

	30 Jun
	GTK Ltd
	368
	4230
	630
	3600

	30 Jun
	Peer Prints
	369
	940
	140
	800

	
	
	
	
	
	

	
	Totals
	
	5875
	975
	5000


(a)
Identify the error and record the journal entries needed in the general ledger to:
(i)
Remove the incorrect entry.
(ii)
Record the correct entry.
(iii)
Remove the suspense account balance.

Select your account names from the following list: Barber Bates Ltd, GTK Ltd, Peer Prints, Purchases, Purchases day-book, Purchases ledger control, Purchases returns, Purchases returns day-book,  Sales, Sales day-book, Sales ledger control, Sales returns, Sales returns day-book, Suspense, VAT.
(i)

	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	


(ii)

	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	


(ii)

	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	


An entry to record a bank payment of £350 for heat and light has been reversed.  

(b)
Record the journal entries needed in the general ledger to:
(i)
Remove the incorrect entry.

(ii)
Record the correct entry.

Select your account names from the following list: Bank, Cash, Heat and light, Purchases, Purchases ledger control, Sales, Sales ledger control, Suspense, VAT.
(i)

	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


(ii)

	Account name
	Amount  £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


Task 1.5

Kitchen Kuts’ trial balance included a suspense account.  All the bookkeeping errors have now been traced and the journal entries shown below have been recorded.

Journal entries

	Account name
	Debit £
	Credit £

	Office stationery
	167
	

	Suspense
	
	167

	
	
	

	Suspense
	1800
	

	Rent and rates
	
	1800

	
	
	

	Bank interest received
	98
	

	Bank interest charged
	
	98


(a)
Post the journal entries to the general ledger accounts.  Dates are not required.

Select your entries for the ‘Details’ column from the following list: Balance b/f, Bank interest charged, Bank interest received, Office stationery, Rent and rates, Suspense.

Office stationery
	Details
	Amount £
	Details
	Amount £

	
	
	
	

	
	
	
	

	
	
	
	


Rent and rates

	Details
	Amount £
	Details
	Amount £

	
	
	
	

	
	
	
	

	
	
	
	


Suspense

	Details
	Amount £
	Details
	Amount £

	
	
	Balance b/f
	1633

	
	
	
	

	
	
	
	


Bank interest received

	Details
	Amount £
	Details
	Amount £

	
	
	
	

	
	
	
	

	
	
	
	


Bank interest charged

	Details
	Amount £
	Details
	Amount £

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.6

On 30 June, Kitchen Kuts extracted an initial trial balance which did not balance, and a suspense account was opened. On 1 July journal entries were prepared to correct the errors that had been found, and clear the suspense account. The list of balances in the initial trial balance, and the journal entries to correct the errors, are shown below.

Re-draft the trial balance by placing the figures in the debit or credit column.  You should take into account the journal entries which will clear the suspense account.
	
	Balances extracted on 30 June
£
	Balances at 1 July

	
	
	Debit £
	Credit £

	Motor vehicles
	
34536
	
	

	Fixtures and fittings
	
17350
	
	

	Stock
	
7300
	
	

	Bank overdraft
	
5521 
	
	

	Petty cash 
	
100
	
	

	Sales ledger control
	
100625
	
	

	Purchases ledger control
	
56119
	
	

	VAT owing to HM Revenue and Customs
	
8300
	
	

	Capital
	
22844
	
	

	Sales
	
222955
	
	

	Purchases
	
112250
	
	

	Purchases returns
	
6780
	
	

	Wages
	
25700
	
	

	Motor expenses
	
1368
	
	

	Office expenses
	
3354
	
	

	Rent and rates
	
1444
	
	

	Heat and light
	
2155
	
	

	Insurance
	
3165
	
	

	Miscellaneous expenses
	
2220
	
	

	Suspense account (debit balance)
	
10952
	
	

	Totals
	
	


Journal entries

	Account name
	Debit £
	Credit £

	Bank
	5521
	

	Suspense
	
	5521

	Bank
	5521
	

	Suspense
	
	5521


	Account name
	Debit £


	Credit £



	Purchases returns
	6780
	

	Suspense
	
	6780

	Purchases returns
	
	6870

	Suspense
	6870
	


Basic Accounting II – Section 2

Task 2.1

There are five payments to be entered in Kitchen Kuts’ cash-book. 
Receipts

	Received cash with thanks for goods bought.

From Kitchen Kuts, a customer without a credit account.

Net
£200

VAT
£35

Total
£235
B. Smithson Ltd
	
	Received cash with thanks for goods bought.

From Kitchen Kuts, a customer without a credit account.

Net
£160

VAT
£28

Total
£188

H Hamnet


	
	Received cash with thanks for goods bought.

From Kitchen Kuts, a customer without a credit account.

Net
£320 

(No VAT)

Renee Reid


Cheque book counterfoils

	Tenon Ltd

(Purchase ledger account TEN006)

£3600 

(Note: Have taken £80 settlement discount)

000168


	
	Vernon Motor Repairs

(We have no credit account with this supplier)

£47 including VAT

000169


(a)
Enter the details from the three receipts and two cheque book stubs into the credit side of the cash-book shown below and total each column.

Cash-book – credit side

	Details
	Discount
	Cash
	Bank
	VAT
	Creditors
	Cash purchases
	Motor expenses

	Balance b/f
	
	
	16942
	
	
	
	

	B. Smithson Ltd
	
	
	
	
	
	
	

	H Hamnet
	
	
	
	
	
	
	

	Renee Reid
	
	
	
	
	
	
	

	Tenon Ltd
	
	
	
	
	
	
	

	Vernon Motor Repairs
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	


There are two cheques from credit customers to be entered in Kitchen Kuts’ cash book:

G Brownlow
£749

S Barnett
£300 (this customer has taken a £30 discount)

(b)
Enter the above details into the debit side of the cash-book and total each column.

Cash book – debit side

	Details
	Discount
	Cash
	Bank
	Debtors

	Balance b/f
	
	1325
	
	

	G Brownlow
	
	
	
	

	S Barnett
	
	
	
	

	Total
	
	
	
	


(c)
Using your answers to (a) and (b) above, calculate the cash balance.

	£


(d)
Using your answers to (a) and (b) above, calculate the bank balance.

	£


(e)
Will the bank balance calculated in (d) above be a debit or credit balance?

Debit   /   Credit
Task 2.2 
On 28 June Kitchen Kuts received the following bank statement as at 23 June.

Assume today’s date is 30 June, unless told otherwise.

	
	Midway Bank PLC
	

	
	52 The Parade, Darton, DF10 9SW
	

	
	
	
	
	
	
	
	
	
	
	

	
	To: Kitchen Kuts
	Account No 39103988
	23 June 20XX
	

	
	
	
	
	
	
	
	
	
	
	

	
	Statement of Account
	

	
	Date
	
	Detail
	
	Paid out
	
	Paid in
	
	Balance
	

	
	2006
	
	
	
	£
	
	£
	
	£
	

	
	04 June
	
	Balance b/f
	
	
	
	
	
	15189
	C

	
	04 June
	
	Cheque 111042
	
	10000
	
	
	
	5189
	C

	
	04 June
	
	Cheque 111043
	
	1420
	
	
	
	3769
	C

	
	05 June
	
	Cheque 111044
	
	80
	
	
	
	3689
	C

	
	06 June
	
	Cheque 111047
	
	2500
	
	
	
	1189
	C

	
	12 June
	
	Bank Giro Credit Cabot and Co
	
	
	
	571
	
	1760
	C

	
	13 June
	
	Cheque 111045
	
	795
	
	
	
	965
	C

	
	13 June
	
	Direct Debit LMBC
	
	150
	
	
	
	815
	C

	
	20 June
	
	Direct Debit Insurance Direct
	
	850
	
	
	
	35
	D

	
	23 June
	
	Bank Charges
	
	88
	
	
	
	123
	D

	
	23 June
	
	Overdraft fee
	
	30
	
	
	
	153
	D

	
	23 June
	
	Paid in at Midway Bank
	
	
	
	175
	
	22
	C

	
	
	
	
	
	
	
	
	
	
	

	D = Debit   C = Credit


The cash book as at 23 June is shown on the following page.

Cash book

	Date

2006
	Details
	Bank

£
	Date

2006
	Cheque

number
	Details
	Bank

£

	01 June
	Balance b/f
	15189
	01 June
	111042
	Prime kitchens
	10000

	16 June
	Britten & Bond
	175
	01 June
	111043
	Equipdirect
	1420

	20 June
	Macklin Ltd
	950
	01 June
	111044
	Long and Lane
	80

	21 June
	Randle fitments
	300
	01 June
	111045
	BLH Ltd
	795

	
	
	
	02 June
	111046
	MVR Ltd
	652

	
	
	
	02 June
	111047
	Fairfield Ltd
	2500

	
	
	
	13 June
	111048
	Makin and King
	450

	
	
	
	13 June
	
	LBMC
	150

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


(a)
Check the items on the bank statement against the items in the cash book.

(b)
Enter any items in the cash book as needed.

(c)
Total the cash book and clearly show the balance carried down at 23 June (closing balance) and brought down at 24 June (opening balance).

Select your entries for the ‘Details’ column from the following list: Balance b/d, Balance c/d, Bank charges, BLH Ltd, Britten & Bond, Cabot and Co, Closing balance, Equipdirect, Fairfield Ltd, Insurance Direct, LBMC, Long and Lane, Macklin Ltd, Makin and King, MVR Ltd, Opening balance, Overdraft fees, Prime Kitchens, Randle Fitments
Note:

You do not need to adjust the accounts in Section 1.
(d)
Complete the bank reconciliation statement as at 23 June.

Select your entries for the ‘Name’ rows from the following list: Bank charges, BLH Ltd, Britten & Bond, Cabot and Co, Equipdirect, Fairfield Ltd, Insurance Direct, LBMC, Long and Lane, Macklin Ltd, Makin and King, MVR Ltd, Overdraft fees, Prime Kitchens, Randle Fitments. 

Note: Do not make any entries in the shaded boxes.

Bank reconciliation statement as at 23 June 20XX

	Balance per bank statement
	£

	Add:
	

	Name:
	£

	Name:
	£

	Total to add
	£

	Less:
	

	Name:
	£

	Name:
	£

	Total to subtract
	£

	Balance as per cash book
	£



Task 2.3

This is a summary of petty cash payments made by Kitchen Kuts.

Tom’s Taxi paid 
£18.00 (no VAT)

Post Office paid 
£30.00 (no VAT)

SMP Stationery paid 
£36.00 plus VAT

(a)
Enter the above transactions, in the order in which they are shown, in the petty cash-book below.
(b)
Total the petty cash-book and show the balance carried down.

Select your entries for the ‘Details’ columns from the following list: Amount, Balance b/d, Balance c/d, Details, Postage, Post Office, Stationery, SMP Stationery, Tom’s Taxi, Travel, VAT.
Petty cash-book

	Debit side
	Credit side

	Details
	Amount £
	Details
	Amount

£
	VAT

£
	Postage

£
	Travel

£
	Stationery

£

	Balance b/f
	150.00
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Task 2.4

Two amounts have been paid from petty cash:

· Envelopes for £16.45 including VAT.
· Motor fuel for £32.00 plus VAT.
(a)
Complete the petty cash vouchers below.

	Petty cash voucher

Date:
7.07.XX
Number:
PC187
	
	Petty cash voucher

Date:
7.07.XX
Number:
PC188

	5 packs A4 envelopes 

Net
£ 

VAT
£

Gross
£ 


	
	Fuel for motor van 

Net
£

VAT
£

Gross
£




Part way through the month, the petty cash account had a balance of £120.00. The cash in the petty cash box was checked and the following notes and coins were present.

	Notes and coins
	£

	3 x £20 notes
	60.00

	5 x £5 notes
	25.00

	17 x £1 coins
	17.00

	23 x 50p coins
	11.50

	16 x 10p coins
	1.60

	21 x 5p coins
	1.05


(b)
Reconcile the cash amount in the petty cash box with the balance on the petty cash account.

	Amount in petty cash box
£

Balance on petty cash account
£

Difference


£




At the end of the month the cash in the petty cash box was £3.45.

(c)
Complete the petty cash reimbursement document below to restore the imprest amount of £200.

	Petty cash reimbursement

	Date: 31.07.20XX

Amount required to restore the cash in the petty cash box.


	£


Task 2.5

This is a summary of transactions with suppliers during the month of June.

(a)
Show whether each entry will be a debit or credit in the Purchases ledger control account in the general ledger.

	Details
	Amount £
	Debit

(
	Credit

(

	Balance of creditors at 1 June
	50530
	
	

	Goods bought on credit
	17504
	
	

	Payments made to credit suppliers
	20672
	
	

	Discounts received
	392
	
	

	Goods returned to credit suppliers
	784
	
	


(b)
What will be the balance brought down on 1 July on the above account?

	
	(

	Dr £ 54874
	

	Cr £ 54874
	

	Dr £ 46970 
	

	Cr £ 46970
	

	Dr £ 46186
	

	Cr £ 46186
	


The following credit balances were in the purchases ledger on 1 July.

	
	£

	MMM Ltd
	21300

	Walton Doors Ltd
	4198

	Bramble and Barnet
	123

	Croxford and Company
	15530

	Goodman Timber
	1119

	Masefield Limited
	3524


(c)
Reconcile the balances shown above with the purchases ledger control account balance you have calculated in part (b).

	
	£

	Purchases ledger control account balance as at  

1 July
	

	Total of purchases ledger accounts as at 1 July
	

	Difference
	


(d)
What may have caused the difference you calculated in part (c)?

	
	(

	Goods returned may have been omitted from the purchases ledger
	

	Discounts received may have been omitted from the purchases ledger
	

	Goods returned may have been entered in the purchases ledger twice
	

	Discounts received may have been entered in the purchases ledger twice
	


It is important to reconcile the purchases ledger control account on a regular basis.

(e)
Which of the following statements is true?

	
	(

	Reconciliation of the purchases ledger control account assures managers that the amount showing as outstanding from customers is correct
	

	Reconciliation of the purchases ledger control account assures managers that the amount showing as outstanding to suppliers is correct
	

	Reconciliation of the purchases ledger control account will show if a sales invoice has been omitted from the sales ledger
	

	Reconciliation of the purchases ledger control account will show if a sales invoice has been omitted from the purchases ledger 
	


Task 2.6

The following is an extract from Kitchen Kuts’ books of prime entry.

	Totals for quarter


Sales day-book
Purchases day-book 


Net:
£172000
Net: 
£   98000


VAT:
£  30100
VAT: 
£   17150 


Gross:
£202100
Gross:
£ 115150


Sales returns day-book
Purchases returns day-book


Net:
£ 2800
Net:
£ 7600


VAT:
£   490
VAT:
£ 1330


Gross:
£ 3290
Gross: 
£ 8930


Cash book


Net cash sales:
£320


VAT:
£ 56


Gross cash sales:
£376


(a)
What will be the entries in the VAT control account to record the VAT transactions in the quarter?
Select your entries for the ‘Details’ columns from the following list: Cash book, Purchases, Purchases day-book, Purchases returns, Purchases returns day-book, Sales, Sales day-book, Sales returns, Sales returns day-book, VAT.

VAT control
	Details
	Amount

£
	Details
	Amount

£

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


The VAT return has been completed and shows an amount owing from HM Revenue and Customs of £13846.

(b)
Is the VAT return correct?            Yes / No 

Task 2.7

Banks and building societies offer many similar services.  

(a)
From the list below select TWO services that are not offered by building societies.

	Service
	Not offered by building societies

(

	Foreign Currency
	

	Loan
	

	Overdraft
	

	Safe custody
	

	Savings account
	

	Telephone banking
	


(b)
Show whether the following statements are true or false.

A bank cheque paid into a building society does not have to pass through the clearing system.
True / False

A building society cheque paid into a bank does not have to pass through the clearing system.
True / False

A bank cheque has to be passed to the bank of the issuer before the money becomes available.
True / False

A building society cheque has to be passed to the bank of the issuer before the money becomes available.

True / False

It is important to understand that banking documents need to be retained by an organisation so that Accountants, HM Revenue and Customs, and other organisations can access them when required.

(c)
Which TWO of the documents below are banking documents that must be retained by Kitchen Kuts?

	
	(

	Aged debtor analysis
	

	Aged creditor analysis
	

	Bank statements
	

	Credit cards
	

	Debit cards
	

	Paying in slip stubs
	

	Remittance advice notes
	

	Supplier invoices
	



 Task 2.8

Kitchen Kuts receives payment from customers and makes payments to suppliers in a variety of ways.

(a)
Select TWO checks that have to be made on each of the two payment methods shown below when received from customers.

	Checks to be made
	Cheque
	Telephone credit card payment

	Check expiry date
	
	

	Check issue number
	
	

	Check not post dated
	
	

	Check security number
	
	

	Check words and figures match
	
	

	Check card has not been tampered with
	
	


(b)
Show whether each of the statements below is true or false.

When Kitchen Kuts makes payments to suppliers by credit card, the amount leaves the bank current account immediately.
True / False
When Kitchen Kuts makes payments to suppliers by debit card, the amount paid does not affect the bank current account.
True / False
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