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Using the draft trial balance for the year ending 31 December 2017 and additional information
provided, you are required to prepare necessary balance day adjustments at the end of this year
This part of the assignment is due on Friday 18 May at 1.00pm, strictly no extension

Required:

‘The following items have not been accounted for on the draft trial balance. Prepare balance day
adjustments, i required, for the items outiined below. For each of the twelve (12) items listed
state whether the item is;

(a)  Anon-adjusting event and how it wil be treated in the financial statements.

(b)  An adjusting event and show all workings for the adjustment, including the required journal
entry. No narrations and dates required. Round to the nearest whole dollar

Adjustments to the income tax payable and income tax expense are not required. Ignore any
GST implications. The directors plan to authorise the financial statements at their board meeting
on 8 May 2018

Additional Information for the Year Ending 31 December 2017

1 Otara Sweetland sells Sweet As Ltd confectionary and was placed into liquidation on
15 January 2018. _Inital indicators are that no liquidation payment wil be received. At
31 December 2017 Otara Sweetland owed Sweet As Ltd $23,000.

2 The company has been in dispute with the New Zealand Customs Service in regards to
some import duties on imported palm sugar brought into the country in 2016. On
20 February 2018, the High Court rules in favour of the New Zealand Customs Service
and orders the company to pay $70,000 of import duties and penalties.



[image: image2.png]3 Onthe 7" February the staff retun to work after the public holiday to find a tap had been
left o in the staff toilet and the front office and administration area had been flooded. The
damage is expected to cost $32,000 to fix, which will be covered by the company's
insurance

4 The majority of sales are on credit and the company maintains an allowance for doubtful
debts at 2.5% of accounts receivable.

5 Onthe 1 April 2018 you received an email from the stock controller detailing two items
that he is concemed may not have been treated correctly. The company has a perpetual
inventory system.

(a)  On 5 January 2018 the company received a delivery fruit syrups which were
shipped on 24 December 2017, FOB shipping. The syrups have been included in
inventory at 31 December 2017.

RSO NZDSETT RGeS SASE T S T SRS =
Py —

Esucstonans Aopiea mesearcn Ovion Dsparementor susiness

(b)  Included in the inventory at 31 December 2017 is a range of gourmet frui truffles
‘which have not been selling. There are 6,000 boxes in stock, which cost $8.50 per
box, but the current seling price per box is only $4.65.




[image: image3.png]Sweet As Ltd has been facing legal action from a former employee who has taken a
personal grievance case. The employee is seeking compensation for hurt feelings and
damaged reputation of $50.000. Sweet As management are defending the case
vigorously and the first court appearance is 9 May 2018.

At the 20 April 2018 board mesting the directors, discuss options to improve the
company's profitability. One of the options they discuss is a plan to sel the land and
buildings they own in Napier. The property is very valuable and they expect to make a
gain of sale of §500,000 from the sale. The directors vote and agree to sale the property.

On the 29 January 2018, the office administrator comes to you with a large bundle of
invoices, which she found while cleaning out the desk of the office assistant who left before:
Christmas. The office assistant was not coping with the workload and it appears she was
hiding invoices in her desk draw so she appeared to be up to date with her work The
invoices are allfor selling expenses for November and December 2017 and total $19,987.

‘Also at the 20 April board meeting, the directors considered a report from the production
manager about the wrapping machine, which packages the boxed chocolates. In
December 2017, a power surge blew the electronic componentry of the machine.
‘Although the machine is stil working, it is breaking down often and there are concerns as
to the quality of the seal of the packaging. A specialist mechanic has assessed the
machine and determined it has been impaired. The machine now has a et seling price
of $65,000 and a value in use of $110,000. The camrying amount of the machine at
31 December 2017 was as follows;

Equipment at cost 456,000
Accumulated Depreciation  (291.498)
Net carrying amount 164,502



[image: image4.png]11 Atthe 20 April board meeting, the directors, after determining they passed the solvency
test, declared a final dividend of 2 cents a share. Payment of the dividend will be on 8

June 2018,
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Sweet As Ltd has provided its Trial Balance for the years ending 31 December 2015,
31 December 2016 and the draft Trial Balance for the year ending 31 December 2017. Assume
all figures are exclusive of GST where appropriate.
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