Example 2 

You have just been promoted to Estate Chief Clerk.  You are given the opportunity to under-study a Finance Executive, who gave you the following Trial Balance:-

TRIAL BALANCE AS AT 31 DECEMBER 2005

	A/C No.
	Description
	Estate
	Head Office

	
	
	Debit
	Credit
	Debit
	Credit

	ML0101
	HQ Current A/C
	
	9,888,000
	
	

	
	Oil Palms
	
	
	
	

	PM4000
	Upkeep 
	3,490,020
	
	
	

	PM5000
	Collection
	4,229,110
	
	
	

	MF0001
	Manufacture
	    912,500
	
	
	

	MP0002
	Packing & Dispatch – Oil
	325,500
	
	
	

	MP0003
	Packing & Dispatch – Kernel
	1,000
	
	
	

	PR0001
	Replanting
	303,560
	
	
	

	PN0002
	New Planting
	834,990
	
	
	

	
	
	
	
	
	

	S 0102
	Stores
	84,350
	
	
	

	
	Debtors
	4,500
	
	
	

	
	Cash & Bank
	2,560
	
	
	

	
	Creditors
	
	300,090
	
	

	
	
	
	
	
	

	HO0001
	Estate Current Account
	
	
	9,888,000
	

	HO0002
	Share Capital
	
	
	
	1,000,000

	HO0003
	Reserve
	
	
	
	1,280,000

	HO0004
	Profit & Loss Account
	
	
	
	437,000

	HO0005
	Fixed Assets – Cost
	
	
	9,550,000
	

	HO0006
	                      - Depreciation
	
	
	
	945,000

	HO0007
	Sales – Oil Palm
	
	
	
	21,428,000

	
	           -  Kernel
	
	
	
	5,000,000

	HO0008
	Head Office Charges
	
	
	5,234,000
	

	HO0009
	Interest Earned
	
	
	
	70,000

	HO0010
	Short Term Deposit
	
	
	5,000,000
	

	HO0011
	Stocks
	
	
	481,000
	

	HO0012
	Debtors
	
	
	77,000
	

	HO0013
	Cash and Bank
	
	
	16,000
	

	HO0014
	Creditors
	
	
	
	86,000

	
	
	10,188,090
	10,188,090
	30,246,000
	30,246,000


Your are also given the following additional information:-

1. All accruals and prepayments have been incorporated in the trial balance.

2. Current year depreciation charge of RM104,500 has yet to be included.

3. A tax provision on the year’s profit at the rate of 28% needs to be made.

4. To transfer RM700,000 to the Reserve Account is to be made after the preparation of the Profit and Loss Account.

5. To propose a dividend of 12.5% per share.

Required:

(a) Draw up the Profit & Loss Account for the year ended 31 December 2005; 

(b) The Balance Sheet as at 31 December 2005

The above financial statements take into account all the given additional information (where relevant).

Example 2 – Suggested Solution

	Profit & Loss Account

	As At 31 December 2005

	
	
	
	
	
	

	
	
	
	Oil Palm
	Kernel
	Total

	Sales
	
	
	    21,428,000 
	     5,000,000 
	    26,428,000 

	
	
	
	
	
	

	Estate Costs
	
	
	
	

	
	Upkeep
	
	     3,490,020 
	
	

	
	Collection
	
	     4,229,110 
	
	

	
	Manufacture
	
	        912,500 
	
	

	Packing & Dispatch
	
	        325,500 
	            1,000 
	

	
	
	
	
	
	

	Total
	
	
	     8,957,130 
	            1,000 
	     8,958,130 

	
	
	
	
	
	

	Estate Working Profit
	
	    12,470,870 
	     4,999,000 
	    17,469,870 

	
	
	
	
	
	

	Less,
	
	
	
	
	

	
	Depreciation
	
	
	
	        104,500 

	
	Replanting
	
	
	
	        303,560 

	
	Head Office Costs
	
	
	
	     5,234,000 

	Total
	
	
	
	
	     5,642,060 

	
	
	
	
	
	

	Surplus On Trading
	
	
	
	    11,827,810 

	Interest Earned
	
	
	
	          70,000 

	Net Profit Before Taxation
	
	
	
	    11,897,810 

	Taxation
	
	
	
	
	     3,331,387 

	Net Profit After Taxation
	
	
	
	     8,566,423 

	Transfer To Reserve
	
	
	
	        700,000 

	
	
	
	
	
	     7,866,423 

	Dividend
	
	
	
	
	        125,000 

	Profit For The Year After Dividend
	
	
	
	     7,741,423 

	Balance b/f From Previous Year
	
	
	
	        437,000 

	Balance Profit & Loss Account c/f
	
	
	
	     8,178,423 


(b)

	Balance Sheet

	As At 31 December 2005

	
	
	
	
	
	

	
	
	
	RM
	RM
	RM

	Fixed Assets
	
	
	
	

	Cost
	
	
	
	    10,384,990 
	

	Less, Depreciation
	
	
	     1,049,500 
	     9,335,490 

	
	
	
	
	
	

	Current Assets
	
	
	
	

	Stores
	
	
	
	          84,350 
	

	Stocks
	
	
	
	        481,000 
	

	Debtors
	
	
	
	          81,500 
	

	Short Term Deposit
	
	
	     5,000,000 
	

	Cash & Bank Balances
	
	
	          18,560 
	

	
	
	
	
	     5,665,410 
	

	Less, Current Liabilities
	
	
	
	

	Creditors
	
	
	        386,090 
	
	

	Taxation
	
	
	     3,331,387 
	
	

	Dividend
	
	
	        125,000 
	     3,842,477 
	

	Net Current Assets
	
	
	
	     1,822,933 

	
	
	
	
	
	    11,158,423 

	
	
	
	
	
	

	Financed By:
	
	
	
	

	
	
	
	
	
	

	Share capital
	
	
	
	     1,000,000 

	Reserve
	
	
	
	
	     1,980,000 

	Profit & Loss Account
	
	
	
	     8,178,423 

	
	
	
	
	
	    11,158,423 

	
	
	
	
	
	


Examiner’s Remarks

For computational questions, always ensure that you know the answer format.  This not only save time but also ensure that you get in all the necessary data that are furnished in the question before you attempt to work out those information that are not readily available from the question.

For example, sales figures for Oil Palm and Kernel are readily given in the question, what you need to do is just fill in the data in the correct columns and sum up the total as illustrated in the above suggested solution.

Similarly, there are a number of other data which can also likewise be filled in without having to compute them.  In the above given question, you are only required to compute 2 figures, i.e., taxation and the dividend amount.

