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1 Sinenhlanhla, a wholesaler, sells goods on both cash and credit terms. She allows 15% trade
discount and 2% cash discount for payments within 30 days.

On 20 August 2020, Sinenhlanhla sent an invoice to Themba for goods, list price E6000.
REQUIRED

(a) State four contents of an invoice.

(iii) State the double entry for the transaction on 20 August 2020, in the books of Themba.
ACCOUNT AEDITEA ...

Yo eo 18 | Ao = To 11 (=T U 2]

© ECESWA 2020 6896/02/0/N/2020



3 For

Examiner’s
Use

On 30 August 2020, Themba returned goods with a list price of E500.
On 5 September 2020, he paid a cheque in full settlement of his debt.

REQUIRED

(c) (i) Calculate the amount paid by Themba on 5 September 2020. Show your workings.

(ii) Name and explain the accounting principle which is applied by Sinenhlanhla to
determine when revenue is recognised as being earned.
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2 Ayabonga’s financial year ends on 30 April. On 1 May 2018 his balances included the motor
vehicle account, E60000 and provision for depreciation of motor vehicles account, E12000.

On 1 November 2019, he purchased another motor vehicle for E65000, paying by cheque.

On the same date he sold an old motor vehicle to Simo on credit for E40000. This motor
vehicle had been bought on 1 May 2017 for E60000.

His policy is to depreciate motor vehicles at 20% per annum using the reducing balance
method. Depreciation is charged for the months the asset is in existence in the business.

REQUIRED

(@) Write up Ayabonga’s motor vehicles account for each of the years ended 30 April 2019
and 2020. Balance the account at the end of each of the financial years and bring down
the balance.

Ayabonga
Motor vehicles account
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(b) Write up Ayabonga’s provision for depreciation of motor vehicles account for each of the
two years ended 30 April 2019 and 2020. Balance the account at the end of each of the
financial years and bring down the balance.

Show your workings for the transfers to income statement and to disposal account on
30 April 2020 in the workings box provided.

Ayabonga
Provision for depreciation account — motor vehicles

Workings box

Transfer to income statement Transfer to disposal account
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(c) Prepare Ayabonga’s motor vehicles disposal account.

Ayabonga
Disposal account — Motor vehicle

Ayabonga is considering depreciating his set of tools.
REQUIRED

(d) Name and explain the depreciation method which would be most suitable for Ayabonga
to use for his tools.
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3 Zaneis a trader who does not keep a full set of accounting records. Her financial year ends
on 31 July. She was able to provide the following information.

1 August 2019 31 July 2020

Inventory 8700 7450
Trade receivables 13200 14700
Trade payables 15480 12800
During the year ended 31 July 2020 E

Cheques received from credit customers 44500

Cheques paid to credit suppliers 32400

Discount received 1200

Discount allowed 800

Cash purchases 5590

Goods returned to suppliers 480

Irrecoverable debts written off 400

REQUIRED

(a) State four reasons why it is important for Zane to record all business transactions.
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(b) Calculate Zane’s total sales and total purchases for the year ended 31 July 2020.
Show your workings.

CalCUIALION OF SAIES ..o et
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(c) Calculate Zane’s gross profit for the year ended 31 July 2020.
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..................................................................................................................................... (4]
(e) Explain why the gross margin is important to Zane.
..................................................................................................................................... 2]

[Total: 27]
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4 Bhekiwe is a caterer. She has a limited knowledge of accounting but attempted to prepare a
statement of financial position at the end of the financial year on 31 August 2020.

The statement she prepared which contains errors is shown below.

Bhekiwe
Statement of Financial Position as at 31 August 2020

Assets E
Motor vehicles at cost 82000
Kitchen equipment at cost 23375
Inventory 15850
Trade payables 15600
Profit for the year 14 570
Prepayment 250
Bank overdraft 5200 Cr

143770
Liabilities
Trade receivables 17200
Capital (1 September 2019) 75000
Provision for depreciation: Motor vehicles 7000
Provision for depreciation: Kitchen equipment 3375
Drawings 5000
Bank loan - repayable 31 August 2024 24300
Balancing figure 11679

143770

In addition to the errors made in the statement of financial position, the following errors were
also discovered.

1

2

gL w

A payment by S. Dlamini, a trade receivable, E 2500, had been credited to the account
of S.W Dlamini, a trade payable.

No entry had been made for inventory, E800, taken by Bhekiwe during the year for her
own use.

Profit from sale of kitchen equipment, E700, had been omitted in the income statement.
Rent of premises E 7540, had been debited to the rent account as E 5470.

A provision for doubtful debts of E500 should have been created.
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REQUIRED
(a) Prepare Bhekiwe’s corrected statement of financial position at 31 August 2020.

Bhekiwe
Corrected Statement of Financial Position as at 31 August 2020
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(b) Explain one reason why it is important for Bhekiwe to have an annual statement of
financial position.

[Total: 16]
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The financial year of WXY Limited ends on 30 June.

The following balances were extracted from its books on 1 July 2019.

E
Ordinary shares of E1 each 300000
Retained earnings 8000
General reserve 25000
5 % Debentures 50000

An interim dividend of E5000 was paid during the year.

Additional information at 30 June 2020.

1  The profit for the year was E34 700.

2 Atransfer of E15000 was made to general reserve.

3 A6% final dividend was proposed.

REQUIRED

(a) Prepare WXY Limited’s statement of changes in equity for the year ended 30 June 2020.

WXY Limited
Statement of Changes in Equity for the year ended 30 June 2020

Details Share General Retained Total
Capital reserve earnings E
E E E

For
Examiner’s
Use

© ECESWA 2020 6896/02/0/N/2020 [TU rn over



14 For

Examiner’s
Use

WXY Limited is considering to convert to a public limited company
REQUIRED

(c) State three differences between private and public limited companies.
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WXY Ltd is considering raising additional funds by the issue of preference shares.
REQUIRED

(d) Distinguish between preference shares and ordinary shares. Give two differences.

Preference Shares Ordinary Shares

[4]
(e) (i) Explain whatis meant by the term debentures.
............................................................................................................................. [2]
(i) Calculate the amount of interest payable by WXY Ltd on the debentures.
............................................................................................................................. [1]

WXY Ltd applied some accounting policies when preparing financial statements.
REQUIRED

(f) State the objective described by each of the statements below that is considered when
selecting an accounting policy to apply.

1. Accounting information should impact the decision making of the person using it.

2. Financial statements must be presented in such a way that the information can
easily be comprehended by a person with a reasonable knowledge of business and
finance

[Total: 22]
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