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B.  Reid  

B. Jennings lodged €145,000 to a business bank account on 1/1/1995 and on the same day 
purchased a business for €130,000 consisting of the following tangible assets and liabilities.  
Premises €105,000, Stock €15,400, Debtors €21,400, 3 months Rates prepaid €400, Trade 
Creditors €19,500 and Employee Commission due €2,500 
 
Jennings did not keep a full set of books during 1995 but estimates that gross profit was 40% 
of sales and was able to supply the following additional information on31/12/1995. 
 
1. Each week Jennings took from stock goods to the value of €100 and cash €60 for 

household expenses. 
 
2. On 1/9/1995 the business borrowed €100,000, part of which was used to purchase an 

adjoining premises costing €80,000.  It was agreed that Jennings would pay interest on 
the last day of the month at the rate of 9% per annum.  The capital sum was to be repaid 
in one lump sum in the year 2009 and to provide for this the bank was instructed to 
transfer €600 on the last day of every month from Jenning’s business account into an 
investment fund. 

 
3. During the year, Jennings lodged dividends €2,000to the business bank account and made 

the following payments: Light and Heat €5,500, Interest €2,250, Wages & General 
Expenses €42,000, Equipment €8,000, Rates for twelve months €1,800 and College Fees 
€4,500 

 
4. Jennings estimated that ¼ of the following: Light & Heat and Equipment as well as 1/3 of 

Interest payable should be attributed to the private section of the premises.  Jennings 
further estimates that 2/3 of College Fees should be attributed to a family member and the 
remainder to an employee. 

 
5. Included in the assets and liabilities of the firm on 31/12/1995 were: Stock €14,600, 

Debtors €16,600, Trade Creditors €14,200, Bank €63,430, Electricity due €560 and €65 
interest earned by the Investment fund to date. 

 
 
 
You are required to show, with workings, the: 
(a) Prepare, with workings, a Statement/Balance Sheet showing Jennings’ profit or loss for 

the year ended 31/12/1995 
(44 marks) 

(b) Prepare with workings, a Trading and Profit and Loss Account, in as much detail as 
possible, for the year ended 31/12/1995 

(38 marks) 
(c) State why Jennings’ record keeping is unsatisfactory. 

(8 marks) 
 

(90 Marks) 
 


