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Accounting Analysis
The oil spill event had a severe impact on the financial performance of B.P. company. Its effect was manifested both in the income statement and the statement of financial position, also known as the balance sheet. The event increased the company's cost drastically increased the company's liabilities both the short term and the long term. Consequently, the net effect brought about a negative net asset which basically threatened its going concern basis. As of September 30, 2010, the net as an asset of B.P.'s stood at (16,684). However, this is a reduction from (20,636) the previous quarter due to several preventive measures. This translates to an increase of 3952 of the net assets.
The balances of the liabilities labeled Provisions and Escrow account at September 30, 2010, are as follows. Escrow account liability (5,750), current provisions are (11,343) while the long-term provision is (5,062). The Provision and Escrow account liabilities appear on both the current and the noncurrent liabilities of B.P.'s balance sheet, as stated previously.
Calculate the change in the Provision liability during the third quarter of 2010.
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 Journal entry B.P. recorded concerning this liability in the third quarter of 2010.
[image: ]

image1.emf
Short term Provision Long Term Provision

Semptember (5,062.00)                  (11,952.00)                    

July (5,837.00)                  (13,852.00)                    

Change 775.00                      1,900.00                       
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Date Particulars Dr. Cr.

30-Sep

Expenses 775.00         

30-Sep

Current Provision 775.00                          

30-Sep

Expenses 1,900.00      

30-Sep

Non-Current Provision 1,900.00                       

2,675.00                        2,675.00      


