Memorandum Trading A/c for the period April 1 of year of accident – Date of accident
	Particulars
	Amount (Ugx)
	Particulars
	Amount(Ugx)

	To, Opening Stock
	XX
	 By, Sales
	XX

	To,  Purchases
	XX
	By, Closing Stock
[Balancing Figure]
	XX

	To, Gross Profit  =   [Sales × GP rate]

	XX
	
	

	Total
	xx
	
	xx



Note: It is to be noted that in Memorandum Trading Account, the Gross Profit is estimated by multiplying ‘Sales’ for this period with the rate of Gross Profit (GP). 
The GP rate may be known to the entity or it has to be ascertained. The GP rate is usually estimated on the basis of the details of the last accounting period. The organization determines the GP rate by preparing the Trading Account for the accounting period immediately preceding the period in which the accident has occurred.
Note: Adjustments may be necessary while preparing the Trading Accounts of the current period and preceding accounting years for slow-moving items, abnormal or defective items not fetching same rate of gross profit, goods distributed as samples, goods taken away by proprietors, over or under valuation of stocks, omission of recording of stocks, etc.
Example 1: (Scenario 1-Stock loss) 
Calculate the amount of claim to be lodged with the insurance company for loss of stock. After a fire occurred on 15th September 2022 in the premises of Sen & Co using the information given below; Amounts in Ugx millions
	Particulars
	Amount (Ugx)

	Stock at cost on 1.1.2021
	40,000

	Stock at cost on 1.1.2022
	60,000

	Purchases in 2021
	80,000

	Purchase from 1.1.2021 to 15.9.2022
	176,000

	Sales in 2021
	120,000

	Sales from 1.1.2022 to 15.9.2022
	210,000


Note: During the current year cost of purchase has risen by 10% above last years’ level. Selling prices have gone up by 5%. Salvage value of stock after fire was Ugx 4,000

Exercise 1(Answer in your discussion groups)
From the following information, calculate the amount of claim for loss of stock with Insurance Company C. ltd and comment if there over or under insurance for this firm.
	Particular
	Amount (Ugx)

	Purchase for the year 2021
	915,000

	Sales for the year 2021
	1,200,000

	Purchase from 1.1.2022 to 30.6.2022
	800,000

	Sales from 1.1.2022 to 30.6.2022
	990,000

	Stock on 1.1.2021
	135,000

	Stock on 1.1.2022
	150,000


You are informed that; 
(i) In 2022 the purchase prices raised by 20% above the level prevailing in 2021.
(ii) In 2022 the selling prices hiked by 10% over the level prevailing in 2021.
(iii) Salvaged value of stock Ugx200, 000.
[bookmark: _GoBack](iv)  Fire insurance policy for Ugx 1, 480,750 to cover the loss of stock by fire
You tube video on fidelity insurance claims: https://youtu.be/wxezS2eCrSc.



By Lovince Akurut Dept of Accounting , MUBS

