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1 V1.0 
 

Step 1 
Click on the ‘Start’ button.  
 
Step 2   
Click on the word ‘Run’ and you will see the cursor line blinking in the white 
box marked ‘Open’. This is inviting you to type the drive letter from which to 
make the installation (in this example the drive is the ‘D’ drive). 
 
Step 3 
In this box type ‘D: setup.exe’; ‘setup’ is an instruction written into the 
software that will initiate the installation procedure. If your CD Rom uses a 
different drive letter, use this instead of ‘D’. 
 
Step 4 
The next screen will show the ‘Software Licence Agreement’ – read it 
carefully and if you agree to be bound by it click on the ‘Yes’ button. 
 
Step 5 
The screen as shown below will appear showing the two installation options 
for the software. Click the ‘Standard Install’ button if the system is being 
installed for the first time. The ‘Custom Install’ option is only used when the 
program has already been installed and you have been sent a disc to upgrade 
the system or you wish to retain your current version.  Click ‘Next’. If you are 
running another version of Sage earlier than Version 16 or you are using the 
operating system Vista, you will need to click ‘Custom Install’ then click 
‘Next’ and click ‘Browse’ and at the end of the given path, manually type in 
the version you are installing i.e.‘\V16’ then click ‘OK’ and ‘Next’, you will then 
continue with the following steps as normal. 
 

 
 
 
 



V1.0 2 

 

It is vitally important that you know and understand the Chart of Accounts in 
Sage, the Chart of Accounts directs Sage to group together the same types of 
transactions using the nominal codes i.e. Sales 4000’s and Purchases 5000’s 
so that they are placed in the correct categories of the final accounts. 
 
It is recommended that you start by printing a copy of the Chart of Accounts 
(COA) and a nominal list, this will help you to see where the transaction types 
must go. Sage already has many nominal codes already programmed but you 
will be required to create new nominal codes within certain nominal code 
ranges to ensure that you are entering the transactions in the best possible 
place. 
 
To print the COA go to ‘Company’ and then ‘COA’ click ‘Edit’. The screen 
will be as shown below. 
 

 
 
Under category type, next to each transaction heading, we can see a range of 
numbers from Low to High, this is the starting number up to the highest 
number currently associated with this type of transaction. Sales range from 
4000 to 4999 but with smaller headings within these, so Product Sales are 
4000 to 4099, Export Sales 4100 to 4199 and so on. Take the time to have a 
look at each of these headings for all transaction types to familiarise yourself 
with each area. When the list is printed it will show all off the headings with 
each range within them. You can now close the COA screens. 
 

 
 
 
 
 



3 V1.0 
 

The other codes are already in place until we get to the Partners Current 
Accounts, both partners will need their own accounts, we have stated the 
code 3003 is to be used for Baker, create this new code. 
 

 
 
Also create the new code 3004 for Potter. 
 
The next new code is 3001 Capital Account for Baker. 
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Capital Accounts 
 
The capital account of a partnership is used in the same way as a sole trader 
but each partner will have their own capital account to record any permanent 
changes, these could be further capital invested in the business or revaluation 
of assets. A capital account does not generally change over a short space of 
time. 
 

Current Accounts 
 
The Current Account is a working account for transactions between the 
partner and the business, this account will fluctuate throughout the year and 
records the transactions which are not permanent enough to be shown in the 
Capital Account. Transactions in the Current Account would show items such 
as Drawings, Profit Sharing and Salaries. It is to this account that income, 
salaries and profit share are credited as this is monies the business owes the 
partners. Drawings and drawing interest are debited as this is reducing the 
amount owed to the partners unless the drawings have their own account and 
only the interest is shown in the current account. 
 
To complete the profit appropriation we need to have a look at the Profit and 
Loss Account, preview the report through ‘Financials’ – ‘P&L’, select ‘January’ 
to ‘December’. 
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Looking at the Profit and Loss Account we can see that the Net Profit is a 
deficit and therefore we are appropriating a loss of £1,100 and not a profit. 
 
The first step is to transfer the loss out of the Profit and Loss account through 
the journal: 
 

 
 

 
 
This is entered as a credit as it is a loss, do not click save at this point as we 
have further journal transactions to be made. Interest calculations now need 
to be carried out: 
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Rent: 
We have been advised that the Rent is £600 a Month so for 9 months this 
should total: 
 
£600 x 9 Months = £5,400, as £5,600 has been paid this means that £200 has 
been prepaid. This will need to be deducted from the expense to reduce the 
Profit and Loss value. 
 
Rates has an accrual of £500, this will need to be entered into the system to 
be accounted for on the Profit and Loss Account. 
 
Provision for Doubtful Debt: 
There is already an amount of £330 in the accounts for this provision, but this 
needs to be recalculated to ensure that we are using the correct amount and 
to get a true Net Profit figure for the Profit Appropriation. 
 
£15,630 x 3% = £468.90, we will round this up to the nearest £1 to £469.00. 
As £330 is already accounted for we only need to make the adjustment for the 
difference, £469 - £330 = £139.00. 
 
The Closing Stock needs to be entered to ensure that the Net Profit 
Calculation is correct. 
 
Wages will need to be transferred into the expense account: 
Dr 7003 Staff Salaries £8,000 and Cr 2220 Net Wages £8,000 
 
The Adjustments Journal will be as follows: 
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Assignment 2 Scenario 2 
 
Give brief explanations to the following questions: 
 
1. Maitland & Munroe are a partnership with a financial yearend of 

December 31st 2010, they have decided to amalgamate with a sole trader 

Simmons on March 31st 2010.   

 

What process will need to be carried out for the current partnership before 

new partner can be included within the accounts? 

 

2. Andrew Firth runs a partnership with his son’s David and Steven under 

the business name of Firth & Sons. 

 

Steven only joined the business this year and would like to understand 

what an appropriation account is, how it calculated and the process for 

entering appropriation into the accounts.   

 

a) Explain to Steven what transactions take place once the profit or loss 

is calculated to complete the Profit Appropriation 

b) Advise if each calculation is added or deducted  

c) Then explain how the final figures are recorded in the accounts 

 

3. What does a Debit Balance on a Current Account signify? 

 

4.  Mrs Fuller, who is a sole trader, asks you to explain when you can 

change a depreciation policy. 

 
 

Submit your completed assignment for grading. 
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To enter these transactions in Sage, we will use the nominal code 4200 which 
is the account for Sale of Assets, this account will act as the disposal account, 
this is already set up as a default on the Sage system. As the business is 
selling the vehicle to William, this is entered in the Sales nominal code range. 
 
The loss on the sale, will need a new nominal code created in the 8000’s near 
the Depreciation accounts, the loss on the sale of the asset is recorded as an 
expense to the business and needs to be shown in the Profit and Loss 
Account. 
 
We will use the nominal code 8005: 
 

 
 
The journal for the disposal of the asset will look like this: 
 

 


