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CHAPTER 1: HIRE PURCHASE



TUTORIAL 1.



On 1 July 2001, Ahmad bought machinery on hire purchase from Peronda Bhd. The cash price was RM25,000. Ahmad was required to pay deposit of RM5,000 and the balance will be paid by equal installment for 12 months with interest rate of 20% per annum.



2.



Mr. Zaibo bought a motorcycle on hire purchase from Motor Company on 1 September 2000. The cash price was RM4,800. He was required to pay deposit of RM1,200. The balances need to be paid by monthly installment for 3 years including interest of 8% per year charged on the balance outstanding on 1 September 2000. The depreciation of the motorcycle was 10% per year based on straight line method. The financial years of the company ends on 31 August.



3.



On 1 July 2000, Abu & Co. bought machines on hire purchase from Syarikat Bakar. The cash price of the machines was RM50,000. Abu & Co. was required to pay deposit of RM5,000 followed by 5 half year installments of RM10,000 each. The final installment was RM12,565. The interest rate was 20% per annum and charged on the balance outstanding after every installment. The accounting year ends on 31 December each year.



4.



On 1 January 2003, Syarikat Mariam bought a tractor on hire purchase from Sec Co Pvt. Ltd. The cash price for the asset was RMRM96,000. Under the hire purchase agreement, a sum of RM115,782 needs to be settled off which consist of deposit of RM32,000 and 2 equal installments amounting amounting to RM41,891 each and to be paid on 31 December 2003 and 2004. The interest rate charged was 20% per year on the balance at the end of every year. The accounting year ends on 31 December every year.



5.



On 1 January 2003, GUNGYU Pvt. Ltd. bought a van on hire purchase from NSF Pvt. Ltd. The cash price was RM70,000. Under the hire purchase agreement, GUNGYU needs to pay RM75,000 which consists of deposit of RM30,000 and half year installment of RM12,000, RM11,500, RM11,000 and RM10,500. The first installment will be paid on 30 June 2003. The hire purchase interest charged at a rate of 10% per annum, based on the balance outstanding after every installment. The depreciation of the van was 10% based on reducing balance method.



REQUIRED:



Prepare the relevant accounts involved in the buyer’s book (except cash account).



DPA3013 FINANCIAL ACCOUNTING 2



CHAPTER 1: HIRE PURCHASE



TUTORIAL: HIRE PURCHASE ACCOUNT



QUESTION 1 (Final Exam July Session 2007) On 02/01/1998, Kilang Perabot Antik has bought a wood cutter machine from Syarikat Kiara Bhd. Cash  price for the machine is RM40,000. Besides paying a deposit of RM10,000, Kilang Perabot Antik are required to pay another three installments amounting RM13,000, RM12,000 and RM11,000. First installment will begin on 31/12/1998. On 31/08/2000, the machine burned as a result of overhaul.Great Assurance Bhd, has paid a compensation amounting RM12,000. Kilang Perabot Antik also required to pay RM8,000 to Syarikat Kiara Bhd. Interest of hire purchase charged at 10% per annum based on outstanding balance and depreciation 10% charged on cost. You are required to prepare the following accounts until the disposal date: a) b) c) d) e)



Machine Accounts Hire Purchase Creditor Account   Accumulated Depreciation Account  Hire Purchase Interest Suspense Account  Machine Disposal Account 



QUESTION 2 (Mid Test January Session 2008) Syarikat Utama Sdn Bhd has bought a van from Syarikat Ali Sdn Bhd. Information for the van is as follows: Date of purchase :1 April 2004 Cash price : RM150,000 Deposit : 10% on cash price Installment : Paid on at the end of the accounting period which is RM45,000 for first installment, RM55,000 second installment and RM82,556 on the third year. Interest : 15% based on outstanding balance Depreciation : 20% per annum on cost Year ended : 31 March every year The van was damaged on 11 August 2006 where compensation of RM80,000 has to be paid and the insurance company also paid insurance amounting RM70,000. You are required to prepare those accounts until the disposal date: a) b) c) d) e)



Van Account  Syarikat Ali (Creditor) Account  HPIS Account   Accumulated Depreciation Account  Van Disposal Account 
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CHAPTER 1: HIRE PURCHASE



QUESTION 3 (Mid Test July Session 2008) On 6 January 2006, Izzah Bhd had bought a lorry for business use from Irdi Bhd. Accounting period for Izzah Bhd is on 31 December every year. Information on the purchases transaction is as follows: Cash price Deposit Installment on 31 December 2006 Installment on 31 December 2007 Installment on 31 December 2008



RM52,000 RM13,000 RM16,900 RM15,600 RM14,300



Interest was charged at 10% per annum based on outstanding balance, and depreciation being charged at 12% on cost. However, on 6 June 2008 the lorry was damaged because of accident on the road. Followings are the information regarding the settlement made: Insurance Company had paid compensation amounting RM15,000 and Izzah Bhd also being required to pay RM10,400 to Irdi Bhd. In assisting Izzah Bhd, prepare following accounts until the disposal date: (a) Lorry Account  (b) Izzah Bhd Account  (c) Hire Purchase Interest Suspense Account (d)  Accumulated Depreciation Account  (e) Lorry Disposal Account 



QUESTION 4 (Mid Test January Session 2009) Samad had bought a lorry from Syarikat Tai Hua under hire purchase agreement. Followings are information regarding the hire purchase transaction: Date of purchase Cash price Deposit Installment Interest Depreciation



:1 July 2005 :RM230,000 :RM30,000 : 5 times annual installment (RM45,000 per installment) : Distribute equally for every year (straight line) : Straight line method with a useful life of 10 years and scrap value of RM5,000.  Accounting period is on 31 December every year. On 31 August 2008, the lorry was involved in accident and cannot be used. Therefore, Samad was required to pay compensation to Syarikat Tai Hua amounting RM150,000 and also received insurance amounting RM100,000 from ING Insuran Bhd. Anda dikehendaki/ You are required  :



i) ii) iii) iv) v)



 Asset Account Creditor Account Hire Purchase Interest Suspense Account  Accumulated Depreciation Account Disposal Asset Account



(show the calculation and distribution of HPIS )
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CHAPTER 1: HIRE PURCHASE



QUESTION 5 (Assignment: January Session 2009) On 1 February 2005, Percy Motors Co. sold on hire purchase basis of Mr. Smith, a car which cash price was RM100,000. The terms of the contract were as follows: i) RM40,000 to be paid immediately on the signing of the contract. ii) The balance in the three annual installments (payable on 31 st  January) of RM20,000 plus final installment of RM37,056. First installment was paid on 31 January 2006. iii) Yearly interest charged at 20% per annum on outstanding balances remaining after each  payment. Depreciation was charged at the rate of 25% per annum based on diminishing balance. On 31 st  January 2008, Mr. Smith was failed to pay the installment and hence Percy Motors Co. took possession of the car which was valued at RM44,480. Mr. Smith was required to pay the balance including installment as at that date for RM50,000. Mr. Smith closes its books of account every year on 31 January. Prepare the following accounts in the buyer’s books. i) ii) iii) iv) v)



 Asset Account Seller’s Account  Hire Purchase Interest Suspense Account  Accumulated Depreciation of Asset Account Disposal Account



QUESTION 6 (Mid Test July Session 2009)  X Co. bought a van using hire purchase from Y Sdn Bhd with a cost amounting RM100,000 on 1 January 2005. Based on the agreement made, X Co. need to pay a deposit of 25% out of cost price and paid installments equally for semi annually within 5 years . Other information is as follows: a) Interest charged is 12.5% every year based on outstanding balanced and distributed equally. b) Depreciation charged at 10% based on cost price. c) On 14 July 2007, the asset involved in accident and X Co. have to pay compensation amounting RM55,000 to Y Sdn Bhd. Besides that, MAA Insurance have decided to pay insurance amounting RM40,000 only to the company. d)  Acounting year ended every 31 December. You are required to prepare the account (buyer’s book) until the disposal date. (Round up until RM0.0 decimal points ) i)  Asset Account ii) Creditor Account iii) Hire Purchase Interest Suspense Account iv)  Asset Depreciation Account v)  Asset Disposal Account (Show the calculation and distribution of HPIS and installments for every year)
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CHAPTER 1: HIRE PURCHASE



QUESTION 7 (Final Exam July Session 2009) Izzah Enterprise bought two machineries from Irdi Bhd by hire purchase transaction on 2005. The followings are information regarding the hire purchase agreement on 2005: Date of agreement Number of purchase item Cash price



: : :



1st  July 2005 Two (2) units RM100,000 per unit



Details of payment for ONE unit o machinery: Deposit : RM32,500 Installment : 6 times (every 6 months) (First installment was paid on 31 December 2005) Total : RM16,250 every 5 times installment RM16,625 final installment Izzah Enterprise has paid every installment according to schedule. On 1 st   July 2007, after fourth installment, both machineries were in bad damaged due to accident in the project site. The insurance  paid compensation of RM102,000 for both machineries. Irdi Bhd has agreed to end the agreement with the final payment of RM42,660. The financial year of Izzah Enterprise ended on 30 th  June every year. The depreciation of all the company assets was charged at a rate of 20% on cost. You are required to prepare: a) b) c) d) e)



 Asset Account Creditor Account Hire Purchase Interest Suspense Account Provision for Depreciation Account  Asset Disposal Account 
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