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A)
	Date
	Account titles
	Debit
	Credit

	31-Dec-19
	Bad Debt Expense
	$4,000
	

	
	   Allowance for Doubtful accounts
	
	$4,000

	
	
	
	

	
	Explanation:
	
	

	
	>Unadjusted Allowance for bad debts account balance is $ 5000 Credit
	
	

	
	>Adjusted balance required in Allowance for bad debts  account = $ 300000 x 3% = $ 9000 Credit
	
	

	
	>Bad Debt Expense = $ 9000 credit required - $ 5000 credit existing
	
	

	
	= $ 4,000
	
	











B)
	Date
	Account titles
	Debit
	Credit

	31-Dec-19
	Bad Debt Expense
	$11,000
	

	
	   Allowance for Doubtful accounts
	
	$11,000

	
	
	
	

	
	Explanation:
	
	

	
	>Unadjusted Allowance account balance is $ 2000 Debit
	
	

	
	>Adjusted balance required in Allowance account = $ 300000 x 3% = $ 9000 Credit
	
	

	
	>Bad Debt Expense = $ 9000 credit required + $ 2000 debit existing
	
	

	
	= $ 11,000
	
	









Question 2
A)  Using fifo
	
	Opening stock 
	Purchase 
	Total stock
	Sales
	Closing stock
	

	Date
	Unit
	Rate
	Value
	unit
	rate
	Value

	July 1
	40
	10
	400
	
	
	

	July 10
	40
	10
	400
	
	
	

	July 11
	10
	10
	100
	80
	12
	960

	July 15
	90
	
	1060
	
	
	

	July 15
	80
	
	960
	
	
	

	July 20
	40
	
	480
	30
	15
	450

	July 27
	70
	
	930
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	Cost of inventory  =
	1120

	
	
	
	
	
	Ending inventory  =
	960

	
	
	
	
	
	
	



B) Using average method
	
	Opening stock 
	Purchase
	Total stock
	Sales units
	Closing stock
	Average cost /unit

	Date
	units
	rate
	value
	units
	rate
	

	July 1
	40
	10
	400
	
	
	

	July 10
	40
	10
	400
	
	
	

	July 11
	10
	10
	100
	80
	12
	960

	July 15
	90
	
	1060
	
	
	

	July 20
	40
	
	471
	30
	15
	450

	July 27
	70
	
	921
	
	
	

	
	
	
	
	
	Cost of goods sold =
	1152

	
	
	
	
	
	Ending inventory value =
	658



c) periodic and perpetual average cost methods will not give the same results. In the periodic system the average cost is calculated at the end of the year .In the perpetual average system the cost is recalculated with each transaction and for each sale the average cost of the day is used.
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Question 1   A)  

Date  Account titles  Debit  Credit  

31 - Dec - 19  Bad Debt Expense  $4,000   

      Allowance for Doubtful accounts   $4,000  

    

 Explanation:    

 >Unadjusted Allowance  for bad debts  account  balance is $ 5000 Credit    

 >Adjusted balance required in  Allowance   for bad  debts    account = $ 300000 x 3% = $ 9000 Credit    

 >Bad Debt Expense = $ 9000 credit required  -   $  5000 credit existing    

 = $ 4,000    

               

