
World Class Education 
Incomplete Records  
 
Incomplete records questions may test your ability to prepare accounts in the following situations. 

 A trader does not maintain a ledger and therefore has no continuous double entry record 
of transactions. 

 Accounting records are destroyed by accident, such as fire. 
 Some essential figure is unknown and must be calculated as a balancing figure. This may 

occur as a result of inventory being damaged or destroyed, or because of misappropriation 
of assets. Incomplete records problems occur when a business does not have a full set of 
accounting records for one of the following reasons. 

 The proprietor of the business does not keep a full set of accounts. 
 Some of the business accounts are accidentally lost or destroyed. 

The problem for the accountant is to prepare a set of year-end accounts for the business; ie a 
statement of profit or loss and a statement of financial position. Since the business does not have a 
full set of accounts, preparing the final accounts is not a simple matter of closing off accounts and 
transferring balances to the profit or loss account, or showing outstanding balances in the 
statement of financial position. The task of preparing the final accounts involves the following. 
(a) Establishing the cost of purchases and other expenses 
(b) Establishing the total amount of sales 
(c) Establishing the amount of accounts payable, accruals, accounts receivable and prepayments 
at the end of the year 
Examination questions often take incomplete records problems a stage further by introducing an 
'incident', such as fire and burglary, which leaves the owner of the business uncertain about how 
much inventory has been destroyed or stolen. 
The great merit of incomplete records problems is that they focus attention on the relationship 
between cash received and paid, sales and accounts receivable, purchases and accounts payable, 
and inventory, as well as calling for the preparation of final accounts from basic principles. 
To understand what incomplete records are about, we need to look at what exactly might be 
incomplete. 
The items we shall consider in turn are: 
(a) The accounting and business equations 
(b) Credit sales and trade receivables 
(c) Purchases and trade payables 
(d) Purchases, inventory and the cost of sales 
(e) Stolen goods or goods destroyed 
 
The accounting and Business Equation 
Two equations are very useful in incomplete records calculations. 
The accounting equation: 
Assets = capital + liabilities 
The business equation: 
Closing net assets = opening net assets + capital introduced + profit – drawings 
 



The accounting equation 
In practice, there should not be any missing item in the opening statement of financial position of 
the business, because it should be available from the preparation of the previous year's final 
accounts. 
However, an exam question might provide information about the assets and liabilities of the 
business at the beginning of the period under review, but then leave the balancing figure (ie the 
proprietor's business capital) unspecified. If you remember the accounting equation (Assets = 
Capital + Liabilities), the problem is quite straightforward. 
Example: opening statement of financial position 
Suppose Joe Han's business has the following assets and liabilities as at 1 January 20X3. 

$ 
Fixtures and fittings at cost       7,000 
Provision for depreciation, fixtures and fittings    4,000 
Motor vehicles at cost        12,000 
Provision for depreciation, motor vehicles     6,800 
Inventory         4,500 
Trade receivables        5,200 
Cash at bank and in hand       1,230 
Trade payables        3,700 
Prepayment         450 
Accrued rent         2,000 
Required 
Prepare a statement of financial position for the business, inserting a balancing figure for 
proprietor's capital. 
 
Solution 
STATEMENT OF FINANCIAL POSITION AS AT 1 JANUARY 20X3 

$    $ 
Assets 
Non-current assets 
Fixtures and fittings at cost      7,000 
Less accumulated depreciation     4,000 

3,000 
Motor vehicles at cost       12,000 
Less accumulated depreciation     6,800 

5,200 
Current assets 
Inventory        4,500 
Trade receivables       5,200 
Prepayment        450 
Cash         1,230 

11,380 
Total assets           19,580 
Capital and liabilities 



Proprietor's capital as at 1 January 20X3 (balancing figure)*     13,880 
 
Current liabilities 
Trade payables        3,700 
Accrual         2,000 

5,700 
Total capital and liabilities         19,580 
 
* Calculated as follows: 
Assets = Capital + Liabilities 
19,580 = Capital + 5,700 
Capital = 19,580 – 5,700 
Capital = $13,880 
     
The business equation is simply an extension of the accounting equation. 
Closing net assets = opening net assets + capital introduced + profit – drawings 
So, if we are able to establish the trader's net assets at the beginning and end of the period, we can 
compute profits as follows. 
Profit/(loss) = movement in net assets – capital introduced + drawings 
We want to eliminate any movement caused by money paid in or taken out for personal use by the 
trader. So we take out capital introduced and add back in drawings. 
The most obvious incomplete records situation is that of a sole trader who has kept no trading 
records. It may not be possible to reconstruct their whole statement of profit or loss, but it will be 
possible to compute his profit for the year using the business equation. 
Example: business equation 
Joe starts up his camera shop on 1 January 20X1, from rented premises, with $5,000 inventory and 
$3,000 in the bank. All his sales are for cash. He keeps no record of his takings. 
At the end of the year he has inventory worth $6,600 and $15,000 in the bank. He owes $3,000 to 
suppliers. He had paid in $5,000 he won on the lottery and drawn out $2,000 to buy himself a 
motorbike. The motorbike is not used in the business. He has been taking drawings of $100 per 
week. 
What is his profit at 31 December 20X1? 
 
 
Solution 
Opening net assets       $ 
Inventory        5,000 
Cash         3,000 

8,000 
Closing net assets 
Inventory        6,600 
Cash         15,000 
Payables        (3,000) 

18,600 



Movement in capital (net assets)      10,600 
Less capital paid in       (5,000) 
Plus drawings  ((100 × 52) + 2,000)     7,200 
Profit         12,800 
Drawings 
Drawings often feature as the missing item in an incomplete records problem. The trader has been 
drawing money but does not know how much. 
Drawings would normally represent no particular problem at all in preparing a set of final 
accounts from incomplete records, but it is not unusual for exam questions to contain 
complicating situations. 
(a) The business owner may pay income into their bank account which has nothing whatever to do 
with the business operations. For example, the owner might pay dividend income, or other income 
from investments into the bank, from stocks and shares which they own personally, separate from 
the business itself. (In other words, there are no investments in the business statement of financial 
position, and so income from investments cannot possibly be income of the business.) These 
amounts will be credited to their drawings. 
(b) The business owner may pay money out of the business bank account for items which are not 
business expenses, such as life insurance premiums and a payment for their family's holidays. 
These will be treated as drawings. 
Remember that the business entity concept means that the personal transactions of the trader 
should be kept separate from the transactions of the business. Where such personal items of 
receipts or payments are made, the following adjustments should be made. 
(a) Receipts should be set off against drawings. For example, if a business owner receives $600 in 
dividend income from investments not owned by the business and pays it into their business bank 
account, then the accounting entry is: 
DEBIT    Cash 
CREDIT    Drawings 
(b) Payments should be charged to drawings on account; ie: 
DEBIT    Drawings 
CREDIT    Cash 
Another situation that may arise is that the trader has taken goods from inventory for personal 
use. When a trader does this, the transaction is treated in the same way as cash drawings. The 
goods should be taken out of purchases and not included in inventories. The double entry to 
record the transaction is: 
DEBIT    Drawings 
CREDIT    Purchases 
The value of the goods taken is recorded at cost to the business, not at sale price 
Credit Sales and Trade Receivables 
The approach to incomplete records questions is to build up the information given so as to 
complete the necessary double entry. This may involve reconstructing control accounts for: 
Cash and bank 
Trade receivables and payables 



If a business does not keep a record of its sales on credit, the value of these sales can be derived 
from the opening balance of trade receivables, the closing balance of trade receivables, and the 
payments received from customers during the period. 
Formula to learn 
Payments from trade receivables        X 
Plus closing balance of trade receivables (since these represent sales in the 
current period for which cash payment has not yet been received)    X 
Less opening balance of trade receivables (these represent credit sales in a 
previous period)          (X) 
Credit sales in the period         X 
For example, suppose that Joe Han's business had trade receivables of $1,750 on 1 April 20X4 and 
trade receivables of $3,140 on 31 March 20X5. If payments received from receivables during the 
year to 31 March 20X5 were $28,490, and if there are no bad debts, then credit sales for the 
period would be: 

$ 
Cash from receivables         28,490 
Plus closing receivables         3,140 
Less opening receivables        (1,750) 
Credit sales          29,880 
If there are irrecoverable debts during the period, the value of sales will be increased by the 
amount of irrecoverable debts written off, no matter whether they relate to opening receivables or 
credit sales during the current period. 
The same interrelationship between credit sales, cash from receivables, and opening and closing 
receivables balances can be used to derive a missing figure for cash from receivables, or opening or 
closing receivables, given the values for the three other items. For example, if we know that 
opening receivables are $6,700, closing receivables are $3,200 and credit sales for the period are 
$69,400, then cash from receivables during the period would be as follows. 

TRADE RECEIVABLES 
$       $ 

Opening balance6,  700   Cash received (balancing figure) 72,900 
Sales (on credit)    69,400  Closing balance c/f   3,200 

76,100      76,100 
An alternative way of presenting the same calculation would be: 

$ 
Opening balance of receivables        6,700 
Credit sales during the period        69,400 
Total money owed to the business       76,100 
Less closing balance of receivables       (3,200) 
Equals cash received during the period       72,900 
 
Purchases and Trade Payables 
A similar relationship exists between purchases of inventory during a period, the opening and 
closing balances for trade payables, and amounts paid to suppliers during the period. If we wish to 
calculate an unknown amount for purchases, the amount would be derived as follows. 



 
 
 
Formula to Learn 
Payments to trade payables during the period       X 
Plus closing balance of trade payables (since these represent purchases in the   X 
current period for which payment has not yet been made) 
Less opening balance of trade payables (these debts, paid in the current period, 
relate to purchases in a previous period)        (X) 
Purchases during the period                      X 
 
For example, suppose that Joe Han's business had trade payables of $3,728 on 1 October 20X5 
and trade payables of $2,645 on 30 September 20X6. If payments to trade payables during the year 
to 30 September 20X6 were $31,479, then purchases during the year would be: 

$ 
Payments to trade payables        31,479 
Plus closing balance of trade payables       2,645 
Less opening balance of trade payables       (3,728) 
Purchases          30,396 
 
Establishing Cost of Sales 
Where inventory, sales or purchases is the unknown figure, it will be necessary to use information 
on gross profit percentages to construct a working for gross profit in which the unknown figure 
can be inserted as a balance. 
When the value of purchases is not known, a different approach might be required to find out 
what they were, depending on the nature of the information given to you. 
One approach would be to use information about the cost of sales, and opening and closing 
inventory rather than trade payables to find the cost of purchases. 
Formula to Learn 
Since   

opening inventory   X 
plus   purchases    X 
less   closing inventory   (X) 
equals   the cost of goods sold    X 
 
Then  

the cost of goods sold   X 
plus   closing inventory   X 
less   opening inventory   (X) 
equals   purchases    X 
 
Suppose that the inventory of Joe Han's business on 1 July 20X6 has a value of $8,400, and an 
inventory count at 30 June 20X7 showed inventory to be valued at $9,350. Sales for the year to 30 



June 20X7 are $80,000, and the business makes a mark-up of 331/3% on cost for all the items 
that it sells. What were the purchases during the year? 
The cost of goods sold can be derived from the value of sales, as follows. 

$ 
Sales (1331/3%)        80,000 
Gross profit (mark-up) (331/3%)     20,000 
Cost of goods sold (100%)      60,000 
The cost of goods sold is 75% (100/1331/3) of sales value. 

$ 
Cost of goods sold       60,000 
Plus closing inventory       9,350 
Less opening inventory       (8,400) 
Purchases        60,950 
Two different terms may be given to you for the calculation of profit. 

 Mark-up is the profit as a percentage of cost. 
 Gross profit margin is the profit as a percentage of sales. 

Looking at the above example: 
 
(a) The mark-up on cost is 331/3% 

$ 
Sales (1331/3%)      80,000 
Cost of goods sold (100%)   (60,000) 
Gross profit (331/3%)     20,000 
 
(b) The gross profit margin is 25% (ie 331/3 /1331/3 × 100%) 

$ 
Sales (100%)      80,000 
Cost of goods sold (75%)    (60,000) 
Gross profit (25%)     20,000 
 
Stolen Goods or Goods Destroyed 
A similar type of calculation might be required to derive the value of goods stolen or destroyed. 
When an unknown quantity of goods is lost, whether they are stolen, destroyed in a fire, or lost in 
any other way such that the quantity lost cannot be counted, then the cost of the goods lost is the 
difference between (a) and (b). 
(a) The cost of goods sold 
(b) Opening inventory of the goods (at cost) plus purchases less closing inventory of the goods (at 
cost) 
In theory, (a) and (b) should be the same. However, if (b) is a larger amount than (a), it follows that 
the difference must be the cost of the goods purchased and neither sold nor remaining in 
inventory, ie the cost of the goods lost. 
Example: cost of goods destroyed 
Orlean Flames is a shop which sells fashion clothes. On 1 January 20X5, it had trade inventory 
which cost $7,345. During the 9 months to 30 September 20X5, the business purchased goods 



from suppliers costing $106,420. Sales during the same period were $154,000. The shop makes a 
gross profit of 40% on cost for everything it sells. On 30 September 20X5, there was a fire in the 
shop which destroyed most of the inventory in it. Only a small amount of inventory, known to 
have cost $350, was undamaged and still fit for sale. 
How much of the inventory was lost in the fire? 
 
Solution 
(a)       $ 
Sales (140%)      154,000 
Gross profit (40%)     44,000 
Cost of goods sold (100%)    110,000 
 
(b)       $ 
Opening inventory, at cost    7,345 
Plus purchases     106,420 

113,765 
Less closing inventory, at cost    350 
Equals cost of goods sold and goods lost  113,415 
 
(c)       $ 
Cost of goods sold and lost    113,415 
Cost of goods sold     110,000 
Cost of goods lost     3,415 
 
Example: cost of goods stolen 
Beau Gullard runs a jewellery shop on the high street. On 1 January 20X9, his trade inventory, at 
cost, amounted to $4,700 and his trade payables were $3,950. 
During the 6 months to 30 June 20X9, sales were $42,000. Beau Gullard makes a gross profit of 
331/3% on the sales value of everything he sells. 
On 30 June, there was a burglary at the shop, and all the inventory was stolen. In trying to 
establish how much inventory had been taken, Beau Gullard was only able to say that: 
(a) He knew from his bank statements that he had paid $28,400 to trade account payables in the 6 
month period to 30 June 20X9. 
(b) He currently had payables due of $5,550. 
Required 
(a) Calculate the amount of inventory stolen. 
(b) Calculate gross profit for the 6 months to 30 June 20X9. 
Solution 
Step 1 The first 'unknown' is the amount of purchases during the period. This is established as 
follows. 

TRADE PAYABLES 
$                   $ 

Payments to trade payables    28,400    Opening balance b/d                  3,950 
Purchases (balancing figure)      30,000 



Closing balance c/d                5,550 
        33,950                33,950 

Step 2 The cost of goods sold is also unknown, but this can be established from the gross profit 
margin and the sales for the period. 

$ 
Sales (100%)         42,000 
Gross profit (331/3%)       14,000 
Cost of goods sold (662 /3%)       28,000 
 
Step 3 The cost of the goods stolen is: 

$ 
Opening inventory at cost       4,700 
Purchases         30,000 

34,700 
Less closing inventory (after burglary)      0 
Cost of goods sold and goods stolen      34,700 
Cost of goods sold (see (b) above)      28,000 
Cost of goods stolen        6,700 
Step 4 The cost of the goods stolen will not be included in cost of sales, and so the gross profit for 
the period is as follows. 
BEAU GULLARD 
GROSS PROFIT FOR THE SIX MONTHS TO 30 JUNE 20X9 

$      $ 
Sales            42,000 
Less cost of goods sold 
Opening inventory             4,700 
Purchases              30,000 

          34,700 
less inventory stolen                                       6,700 

28,000 
Gross profit           14,000 
Accounting for inventory destroyed, stolen or otherwise lost 
When inventory is stolen, destroyed or otherwise lost, the loss must be accounted for somehow. 
The procedure was described briefly in the earlier chapter on inventory accounting. Since the loss 
is not a trading loss, the cost of the goods lost is not included in the cost of sales, as the previous 
example showed. 
The account that is to be debited is one of two possibilities, depending on whether or not the lost 
goods were insured against the loss. 
(a) If the lost goods were not insured, the business must bear the loss, and the loss is shown in the 
statement of profit or loss, ie: 
DEBIT   Expenses (eg administrative expenses) 
CREDIT  Cost of sales 



(b) If the lost goods were insured, the business will not suffer a loss, because the insurance will pay 
back the cost of the lost goods. This means that there is no charge at all in the statement of profit 
or loss, and the appropriate double entry is: 
DEBIT   Insurance claim account (receivable account) 
CREDIT  Cost of sales 
with the cost of the loss. The insurance claim will then be a current asset, and shown in the 
statement of financial position of the business as such. When the claim is paid, the account is then 
closed by: 
DEBIT   Cash 
CREDIT  Insurance claim account 
 
The Cash book 
The construction of a cash book, largely from bank statements showing receipts and payments of a 
business during a given period, is often an important feature of incomplete records problems. 
We have already seen that information about cash receipts or payments might be needed to 
establish: 
(a) The amount of purchases during a period 
(b) The amount of credit sales during a period 
Other items of receipts or payments might be relevant to establishing: 
(a) The amount of cash sales 
(b) The amount of certain expenses in the statement of profit or loss 
(c) The amount of withdrawals on account of profit by the business proprietor 
It might therefore be helpful, if a business does not keep a cash book day to day, to construct a 
cash book at the end of an accounting period. A business which typically might not keep a day to 
day cash book is a shop, because: 
(a) Many sales, if not all sales, are cash sales (ie with payment by notes and coins, cheques, or credit 
cards at the time of sale). 
(b) Some payments are made in notes and coins out of the till rather than by payment out of the 
business bank account by cheque. 
Where there appears to be a sizeable volume of receipts and payments in cash (ie notes and coins), 
then it is also helpful to construct a two column cash book. 
A two column cash book is a cash book with one column for cash receipts and payments, and one 
column for money paid into and out of the business bank account. 
An example will illustrate the technique and the purpose of a two column cash book. 
Example: two column cash book 
Jonathan Slugg owns and runs a shop selling fishing tackle, making a gross profit of 25% on the 
cost of everything he sells. He does not keep a cash book. 
On 1 January 20X7 the statement of financial position of his business was as follows. 

$    $ 
Current assets 
Inventory      10,000 
Cash in the bank     3,000 
Cash in the till     200 

13,200 



Net long-term assets        20,000 
33,200 

Trade payables        1,200 
Proprietor's capital        32,000 

33,200 
In the year to 31 December 20X7: 
(a) There were no sales on credit. 
(b) $41,750 in receipts were banked. 
(c) The bank statements of the period show the payments: 

$ 
(i) To trade payables        36,000 
(ii) For sundry expenses       5,600 
(iii) To drawings        4,400 
(d) Payments were also made in cash out of the till: 

$ 
(i) To trade payables        800 
(ii) For sundry expenses       1,500 
(iii) To drawings        3,700 
At 31 December 20X7, the business had cash in the till of $450 and trade payables of $1,400. The 
cash balance in the bank was not known and the value of closing inventory has not yet been 
calculated. 
There were no accruals or prepayments. No further long-term assets were purchased during the 
year. The depreciation charge for the year is $900. 
Required 
(a) Prepare a two column cash book for the period. 
(b) Prepare the statement of profit or loss for the year to 31 December 20X7 and the statement of 
financial position as at 31 December 20X7. 
Discussion and solution 
A two column cash book is completed as follows. 
Step 1 Enter the opening cash balances. 
Step 2 Enter the information given about cash payments (and any cash receipts, if there had been 
any such items given in the problem). 
Step 3 The cash receipts banked are a 'contra' entry, being both a debit (bank column) and a credit 
(cash in hand column) in the same account. 



 
Step 5 The closing balance of money in the bank is a balancing figure. 
Step 6 Since all sales are for cash, a balancing figure that can be entered in the cash book is sales, 
in the cash in hand (debit) column. 
It is important to notice that since not all receipts from cash sales are banked, the value of cash 
sales during the period is: 

$ 
Receipts banked        41,750 
Plus expenses and withdrawals paid out of the till in cash 
$(800 + 1,500 + 3,700)       6,000 
Plus any cash stolen (here there is none)     0 
Plus the closing balance of cash in hand     450 

48,200 
Less the opening balance of cash in hand     (200) 
Equals cash sales        48,000 
The cash book constructed in this way has enabled us to establish both the closing balance for cash 
in the bank and also the volume of cash sales. The statement of profit or loss and the statement of 
financial position can also be prepared once a value for purchases has been calculated. 

TRADE PAYABLES 
$       $ 

Cash book: payments from bank 36,000   Balance b/f    1,200 
Cash book: payments in cash  800   Purchases (balancing figure)  37,000 
Balance c/f    1,400 

38,200       38,200 
The gross profit margin of 25% on cost indicates that the cost of the goods sold is $38,400, ie: 
        $ 
Sales (125%)        48,000 
Gross profit (25%)       9,600 
Cost of goods sold (100%)      38,400 
The closing inventory is now a balancing figure in the trading account. 
JONATHAN SLUGG 
STATEMENT OF PROFIT OR LOSS FOR THE YEAR ENDED 31 DECEMBER 20X7 



$    $ 
Revenue          48,000 
Cost of sales 
Opening inventory      10,000 
Purchases       37,000 

47,000 
Closing inventory (balancing figure)    8,600 

38,400 
Gross profit (25/125 × $48,000) 9,600 
Expenses 
Sundry $(1,500 + 5,600)      7,100 
Depreciation       900 

8,000 
Profit for the year         1,600 
 
JONATHAN SLUGG 
STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 20X7 

$     $ 
Assets 
Current assets 
Inventory      8,600 
Cash in the till      450 

9,050 
Net long-term assets $(20,000 – 900)       19,100 
Total assets          28,150 
Capital and liabilities 
Proprietor's capital 
Balance b/f          32,000 
Profit for the year         1,600 
Withdrawals on account $(3,700 + 4,400)   (8,100) 
Balance c/f          25,500 
Current liabilities 
Bank overdraft      1,250 
Trade payables      1,400 

2,650 
Total capital and liabilities        28,150 
Theft of cash from the till 
When cash is stolen from the till, the amount stolen will be a credit entry in the cash book, and a 
debit in either the expenses section of the statement of profit or loss or insurance claim account, 
depending on whether the business is insured. The missing figure for cash sales, if this has to be 
calculated, must not ignore cash received but later stolen – see above. 
Using trade receivables to calculate both cash sales and credit sales 



A final point which needs to be considered is how a missing value can be found for cash sales and 
credit sales, when a business has both, but takings banked by the business are not divided between 
takings from cash sales and takings from credit sales. 
Example: using trade receivables 
Suppose, for example, that a business had, on 1 January 20X8, trade receivables of $2,000, cash in 
the bank of $3,000 and cash in hand of $300. 
During the year to 31 December 20X8 the business banked $95,000 in takings. 
It also paid out the following expenses in cash from the till. 

$ 
Drawings      1,200 
Sundry expenses     800 
On 29 August 20X8 a thief broke into the shop and stole $400 from the till. 
At 31 December 20X8 trade receivables amounted to $3,500, cash in the bank $2,500 and cash in 
the till $150. 
What was the value of sales during the year? 
Solution 
If we tried to prepare a trade receivables account and a two column cash book, we would have 
insufficient information, in particular about whether the takings which were banked related to 
cash sales or credit sales. 

 
CASH (EXTRACT) 
$       $ 

Balance in hand b/f    300    Payments in cash 
Balance in bank b/f    3,000    Drawings   1,200 
Trade receivables a/c    95,000   Expenses   800 

Cash stolen   400 
Balance in hand c/f  150 
Balance at bank c/f  2,500 

$     $ 
Payments in cash out of the till 
Drawings       1,200 
Expenses       800 

2,000 
Cash stolen           400 
Closing balance of cash in hand         150 

2,550 
Less opening balance of cash in hand        (300) 
Further cash sales          2,250 
(This calculation is similar to the one described above for calculating cash sales.) 
Total sales for the year are: 



 
$ 

From trade receivables          96,500 
From cash book           2,250 
Total sales           98,750 
Accruals and Prepayments 
Where there is an accrued expense or a prepayment, the charge to be made in the statement of 
profit or loss for the item concerned should be found from the opening balance b/f, the closing 
balance c/f and cash payments for the item during the period. The charge in the statement of 
profit or loss is perhaps most easily found as the balancing figure in a T-account. 
For example, suppose that on 1 April 20X6 a business had prepaid rent of $700 which relates to 
the next accounting period. During the year to 31 March 20X7 it pays $9,300 in rent, and at 31 
March 20X7 the prepayment of rent is $1,000. The cost of rent in the P/L account for the year to 
31 March 20X7 would be the balancing figure in the following T-account. (Remember that a 
prepayment is a current asset, and so is a debit balance b/f.) 

RENT 
$      $ 

Prepayment: balance b/d   700   P/L a/c (balancing figure) 9,000 
Cash      9,300   Prepayment: balance c/d 1,000 

10,000      10,000 
Balance b/f     1,000 
Similarly, if a business has accrued telephone expenses as at 1 July 20X6 of $850, pays $6,720 in 
telephone bills during the year to 30 June 20X7, and has accrued telephone expenses of $1,140 as 
at 30 June 20X7, then the telephone expense to be shown in the statement of profit or loss for the 
year to 30 June 20X7 is the balancing figure in the following T-account. (Remember that an 
accrual is a current liability, and so is a credit balance b/d.) 

 
 
 


