Topic A04: The Accounting Cycle                            Student Worksheet answer p.3

BAFS Elective Part – Accounting Strand

A04: The Flow of the Accounting Cycle
Activity 1

Complete the sales journal, returns inwards journal, purchases journal and returns outwards journal
                 SALES JOURNAL                     Page 1

	Date
	Invoice

Number
	Details
	Post.

Ref.
	Amount

	Year 1
	
	
	
	$

	July
	3
	103362
	Francis Au
	SL03/GL06
	11,200

	
	3
	103363
	Una Shum
	SL04/GL06
	15,600

	
	5
	103364
	Rose Ltd.
	SL05/GL06
	19,600

	
	6
	103365
	Lily Man
	SL06/GL06
	9,600

	
	8
	103366
	Olivia Pau
	SL/07GL06
	23,600

	
	8
	103367
	Candy Chan
	SL02/GL06
	8,000

	
	9
	103368
	Una Shum
	SL04/GL06
	4,400

	
	9
	103369
	Queenie Chiu
	SL08/GL06
	13,400

	
	
	
	Total for the month
	
	105,400

	
	
	
	
	
	

	
	
	
	
	
	


     RETURNS INWARDS JOURANAL                Page 1

	Date
	Invoice

Number
	Details
	Post.

Ref.
	Amount

	Year 1
	
	
	
	$

	July
	11
	103362
	Francis Au
	GL08/SL03
	3,200

	
	11
	103364
	Rose Ltd.
	GL08/SL05
	3,600

	
	　
	　
	Total for the month
	　
	6,800
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	Date
	Purchase

Order No.
	Details
	Post.

Ref.
	Amount

	Year 1
	
	
	
	$

	July
	2
	4810
	Thomas Liu
	GL09/PL01
	4,000

	
	2
	4910
	Ellen Li
	GL09/PL03
	11,200

	
	2
	4813
	Denise Hung
	GL09/PL04
	7,600

	
	2
	4809
	Billy Woo
	GL09/PL05
	13,800

	
	22
	4821
	Ellis Wang
	GL09/PL06
	17,800

	
	22
	4910
	Ocean Co.
	GL09/PL07
	14,400

	
	　
	　
	Total for the month
	　
	68,800

	
	
	
	
	
	

	
	
	
	
	
	


           RETURNS OUTWARDS JOURNAL                Page 1

	Date
	Purchase

Order No.
	Details
	Post.

Ref.
	Amount

	Year 1
	
	
	
	$

	July
	19
	4809
	Billy Woo
	PL05/GL11
	1,800

	
	　
	　
	Total for the month
	　
	1,800

	
	
	
	
	
	

	
	
	
	
	
	


Activity 2
Read the general journal. List all the transactions recorded in this book of original entry in Beauty Full Co. 

	Opening of accounts
Purchases of non-current assets on credit
Closing entries



Activity 3
Complete the accounts of ‘Candy Chan’, ‘Francis Au’, ‘Billy Woo’, ‘Returns inwards’ and ‘Discounts received’.
SALES LEDGER
	
	
	Page 1

	Alan Fung

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	1
	Balance b/f
	GJ01
	8,000
	July
	16
	Cash at bank
	CB01
	7,600

	
	
	
	
	
	
	
	Discounts allowed
	CB01
	400

	
	
	
	
	8,000
	
	
	
	
	8,000

	
	
	
	
	
	
	
	
	
	


	
	
	Page 2

	Candy Chan

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	1
	Balance b/f
	GJ01
	36,000
	July
	16
	Cash at bank
	CB01
	41,800

	
	8
	Sales
	SJ01
	8,000
	
	16
	Discounts allowed
	CB01
	   2,200

	
	
	
	
	44,000
	
	
	
	
	44,000
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	Francis Au

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	3
	Sales
	SJ01
	11,200
	July
	11
	Returns inwards
	RI01
	3,200

	
	
	
	
	       
	
	16
	Cash at bank
	CB01
	7,600

	
	
	
	
	
	
	16
	Discounts allowed
	CB01
	400

	
	
	
	
	11,200
	
	
	
	
	11,200

	
	
	
	
	
	
	
	
	
	


SALES LEDGER
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	Una Shum

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	3
	Sales
	SJ01
	15,600
	July
	31
	Balance c/d
	
	20,000

	
	9
	Sales
	SJ01
	4,400
	
	
	
	
	

	
	
	
	
	20,000
	
	
	
	
	20,000

	
	
	
	
	
	
	
	
	
	

	Aug
	1
	Balance b/d
	
	20,000
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	Rose Ltd.

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	5
	Sales
	SJ01
	19,600
	July
	11
	Returns inwards
	RI01
	3,600

	
	
	
	
	       
	
	16
	Cash at bank
	CB01
	15,200

	
	
	
	
	
	
	16
	Discounts allowed
	CB01
	800

	
	
	
	
	19,600
	
	
	
	
	19,600
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	Lily Man

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	6
	Sales
	SJ01
	9,600
	July
	31
	Balance c/d
	
	9,600

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Aug
	1
	Balance b/d
	
	9,600
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


SALES LEDGER
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	Olivia Pau

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	8
	Sales
	SJ01
	23,600
	July
	31
	Balance c/d
	
	23,600

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Aug
	1
	Balance b/d
	
	23,600
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	Queenie Chiu

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	9
	Sales
	SJ01
	13,400
	July
	31
	Balance c/d
	
	13,400

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Aug
	1
	Balance b/d
	
	13,400
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


PURCHASES LEDGER
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	Thomas Liu

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	24
	Cash at bank
	CB01
	15,200
	July
	1
	Balance b/f
	GJ01
	12,000

	
	24
	Discounts received
	CB01
	       800
	
	2
	Purchases
	PJ01
	4,000

	
	
	
	
	16,000
	
	
	
	
	16,000
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	Mandy Hui

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	24
	Cash at bank
	CB01
	38,000
	July
	1
	Balance b/f
	GJ01
	40,000

	
	24
	Discounts received
	CB01
	2,000
	
	
	
	
	

	
	
	
	
	40,000
	
	
	
	
	40,000
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	Ellen Li

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	31
	Balance c/d
	
	11,200
	July
	2
	Purchases
	PJ01
	11,200

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Aug
	1
	Balance b/d
	
	11,200

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


PURCHASES LEDGER
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	Denise Hung

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	31
	Balance c/d
	
	7,600
	July
	2
	Purchases
	PJ01
	7,600

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Aug
	1
	Balance b/d
	
	7,600
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	Billy Woo

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	19
	Returns outwards
	RO01
	1,800
	July
	2
	Purchases
	PJ01
	13,800

	
	24
	Cash at bank
	CB01
	11,400
	
	
	
	
	       

	
	24
	Discounts received
	CB01
	600
	
	
	
	
	

	
	
	
	
	13,800
	
	
	
	
	13,800
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	Ellis Wang

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	31
	Balance c/d
	
	17,800
	July
	22
	Purchases
	PJ01
	17,800

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Aug
	1
	Balance b/d
	
	17,800

	
	
	
	
	
	
	
	
	
	


PURCHASES LEDGER
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	Ocean Co.

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	31
	Balance c/d
	
	14,400
	July
	22
	Purchases
	PJ01
	14,400

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Aug
	1
	Balance b/d
	
	14,400

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


                     GENERAL LEDGER
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	Sales

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	31
	Profit and loss
	
	105,400
	July
	3
	Francis Au
	SJ01
	11,200

	
	
	
	
	
	
	3
	Una Shum
	SJ01
	15,600

	
	
	
	
	
	
	5
	Rose Ltd
	SJ01
	19,600

	
	
	
	
	
	
	6
	Lily Man
	SJ01
	9,600

	
	
	
	
	
	
	8
	Olivia Pau
	SJ01
	23,600

	
	
	
	
	
	
	8
	Candy Chan
	SJ01
	8,000

	
	
	
	
	
	
	9
	Una Shum
	SJ01
	4,400

	
	
	
	
	         
	
	9
	Queenie Chiu
	SJ01
	13,400

	
	
	
	
	105,400
	
	
	
	
	105,400
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	Discounts allowed

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	16
	Alan Fung
	CB01
	400
	July
	31
	Profit and loss
	
	3,800

	
	16
	Candy Chan
	CB01
	2,200
	
	
	
	
	

	
	16
	Francis Au
	CB01
	400
	
	
	
	
	

	
	16
	Rose Ltd
	CB01
	800
	
	
	
	
	         

	
	
	
	
	3,800
	
	
	
	
	3,800

	
	
	
	
	
	
	
	
	
	


GENERAL LEDGER
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	Returns inwards

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	11
	Francis Au
	RI01
	3,200
	July
	31
	Profit and loss
	
	6,800

	
	11
	Rose Ltd
	RI01
	3,600
	
	
	
	
	         

	
	
	
	
	6,800
	
	
	
	
	6,800
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	Purchases

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	2
	Thomas Liu
	PJ01
	4,000
	July
	31
	Profit and loss
	
	68,800

	
	2
	Ellen Li
	PJ01
	11,200
	
	
	
	
	

	
	2
	Denise Hung
	PJ01
	7,600
	
	
	
	
	

	
	2
	Billy Woo
	PJ01
	13,800
	
	
	
	
	

	
	22
	Ellis Wang
	PJ01
	17,800
	
	
	
	
	

	
	22
	Ocean Co
	PJ01
	14,400
	
	
	
	
	         

	
	
	
	
	68,800
	
	
	
	
	68,800
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	Discounts received

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	31
	Profit and loss
	
	3,400
	July
	24
	Thomas Liu
	CB01
	800

	
	
	
	
	
	
	24
	Mandy Hui
	CB01
	2,000

	
	
	
	
	         
	
	24
	Billy Woo
	CB01
	600

	
	
	
	
	3,400
	
	
	
	
	3,400


GENERAL LEDGER
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	Returns outwards

	Year 1
	
	Post.

Ref.
	$
	Year 1
	
	Post.

Ref.
	$

	July
	31
	Profit and loss
	
	1,800
	July
	19
	Billy Woo
	RO01
	1,800

	
	
	
	
	
	
	
	
	
	


Activity 4

Describe how the following transactions are posted to the ledgers:

i) Credit sales transactions recorded in the sales journal.

ii) Returns inwards transactions (sales returns) transactions recorded in the returns inward journal.

iii) Credit purchases transactions recorded in the purchases journal.

iv) Returns outwards transactions (purchase returns) transactions recorded in the returns outwards journal. 
	i) Credit sales transactions: debit entries posted to the customers’ account in the Sales Ledger and credit entries posted to the sales account in the General Ledger.

ii) Returns inwards transactions (sales returns): debit entries posted to returns inwards account in the General Ledger and credit entries posted to the customers’ account in the Sales Ledger.

iii) Credit purchases transactions: debit entries posted to the purchases account in the General Ledger and credit entries posted the suppliers’ accounts in the Purchases Ledger.

iv) Returns outwards transactions (purchase returns): debit entries posted to suppliers’ accounts in the Purchases Ledger and credit entries posted to returns outwards account in the General Ledger.




Activity 5
Prepare the income statement for the month ended 31 July Year 1 for Beauty Full Co.
Beauty Full Co.
Income statement for the month ended 31 July Year 1
	
	$
	$
	$

	Sales
	
	
	105,400

	Less: Returns inwards
	
	
	6,800

	
	
	
	98,600

	Less:  Cost of goods sold:
	
	
	

	      Opening inventory
	
	257,800
	

	      Add: Purchases
	68,800
	
	

	      Less: Returns outwards
	1,800
	67,000
	

	
	
	324,800
	

	     Less: Closing inventory
	
	270,000
	54,800

	Gross profit
	
	
	43,800

	Add:  Revenue:
	
	
	

	       Discounts received
	
	
	3,400

	
	
	
	47,200

	Less:  Expenses:
	
	
	

	      Discounts allowed
	
	3,800
	

	      Rent expenses
	
	3,000
	

	      Motor expenses
	
	2,600
	

	      Salaries
	
	11,200
	

	      Government rates
	
	13,200
	33,800

	Net profit
	
	
	13,400

	
	
	
	


Activity 6 

Prepare the statement of financial position as at 31 July Year 1 for Beauty Full Co.
Beauty Full Co.

Statement of financial position as at 31 July Year 1
	                        
	$
	$

	Non-current Assets
	
	

	Premises
	400,000
	

	Van
	150,000
	

	Fixtures
	     120,000
	670,000

	
	
	

	Current Assets
	
	

	Inventory
	270,000
	

	Trade receivables
	66,600
	

	Cash at bank
	171,000
	

	Cash
	     2,400
	

	
	510,000
	

	
	
	

	Less : Current Liabilities
	
	

	      Trade payables
	       51,000
	

	Net current assets
	
	     459,000

	
	
	

	Less : Non-current Liabilities
	
	            0

	
	
	1,129,000

	Financed by:
	
	

	Capital as at 1 July Year 1
	
	1,119,600

	Add : Net profit
	
	       13,400

	
	
	1,133,000

	Less:  Drawings
	
	        4,000

	
	
	1,129,000

	
	
	


Activity 7
Draw a flow chart to describe the accounting cycle of Beauty Full Co.













Step 1:


Identify business transactions





Step 2:


Record transactions in journals





Step 3:


Post entries to ledger accounts





Step 4:


Balance off accounts





Step 5:


Prepare a trial balance 





Step 6:


Prepare period-end adjustments 





Step 7:


Prepare financial statements 
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