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BREACH OF THE EXAM RULES OF THE UNIVERSITY OF FORT HARE MAY
BE SEVERELY PUNISHED

MARKS TIME
Question Topics covered Marks Minutes

1 Theory and general journal 15 18

2 Accounting equation 20 24

3 Inventories and VAT 35 42

4 Share capital 20 24

5 Adjustments and financial statements 60 72
TOTAL 150 180




QUESTION 1 15 MARKS (18 MINUTES)

This question consists of TWO unrelated and independent paris

Part A

The following account balances amongst others were included in the general ledger of Care

Limited at the end of the accounting period:

R

Sales R125 000
Rent income RS5 000
Cost of sales R75 000
Profit on sale of office equipment R2 500
Drawings for the year R1 500
QUESTION 1 PART A REQUIRED Marks

Sub- Total

total
Identify the accounts to which the above closing balances would be
closed. 5
Totals 5
Part B

The statement of financial position of Ford Limited as at 31 October 2018, the end of the

accounting period, presented the following pre-payments and accruals:

Pre-paid rent expense

Service fees received in advance
Accrued salaries and wages
Accrued rent income

Stationery on hand

1500
1000
500
800
700



QUESTION 1 CONTINUED:

QUESTION 1 PART B REQUIRED Marks
Sub- Total
total

Prepare the reversing journal entries on 1 November 2018, the beginning

of the 2019 accounting peried. 10

Totals 10




QUESTION 2 20 MARKS (24 MINUTES)

Move Limited is an entity that buys and sell one type of cell phone accessories. Such
accessories have a standard cost price per unit of R120 and 25% mark-up on cost.

Move Limited uses perpetual inventory recording system for its inventories. The cost price per
unit did not change during October 2018.

The following transactions to place during the month of October 2018:
2. Contributed R15 000 in cash into the business for the initial operations.
5. Purchased 30 accessories at R120 each for cash.

10. Sold 20 accessories cash.

13. Purchased 15 accessories at R120 each on credit.

15. Sold 10 accessories cash, giving 2% frade discount to customers.

QUESTION 2 REQUIRED Marks
Sub- Total
total

Show how the above transactions affect statement of financial position of

the business in November 2017 as represented by A = E + L, clearly

whether the identified element has increased or decreased and giving

the amount and the exact account. 20 20

Totals 20

NOTE: The entity is NOT registered for VAT purposes.



QUESTION 3 30 MARKS (36 MINUTES)

Biitong Lovers is a retailer buying and selling tasty biltong. The following information relates to
the month ended 30 April 2018:

Date No. of units " Cost per unif
1/4 | Opening inventory 20 R38
3/4 | Credit purchase 35 R40
6/4 | Purchase return 5 R40
23/4 | Credit purchase 12 R44

On 30 April 2018, 18 units were on hand. The net realisable value of these items was R70.
Additional Information:

The only sale during the month of April 2018 was a sale of 42 units on 17 April.

QUESTION 3 REQUIRED Marks
Sub- | Total
total
1. Determine the cost of closing inventory on the FIFO cost allocation
method 2
2. Prepare the cost of sales and inventory accounts in the general

ledger for the month ended 30 April 2018 using the FIFO cost
allocation method, if the pericdic recording system is used.
Adjusting and closing entries should be included. 12

3. Prepare the cost of sales and inventory accounts in the general
ledger for the month ended 30 April 2018 using the FIFO method, if
the perpetual recording system is used. Adjusting and closing
entries should be included. 16

Totals 30




QUESTION 4 20 MARKS (24 MINUTES)

Sweet Chocolate Ltd is a company that is based in East London that manufactures and sells
chocolates. The company has a September year-end.

The following transactions took place during the year:

a. On 1 May 2018, the company issued 500 000 ordinary shares at R5 per share to the public.
The share issue was underwritten by Dubai Ltd for a commission of 5%. On 30 June 2018,
the closing date, the share issue was oversubscribed by 55 000 shares. Share issue costs
(excluding underwriter's commission) amounted to 6% of the shares issued to shareholders.
The share issue costs and underwriters commission was paid on 15 July 2018.

b. On 1 July 2018. Sweet Chocolate issued 100 000 preference shares at R3 o the public. The
share issue was not underwritten. The share issue was undersubscribed by 20%. The
company issued the shares on 30 July 2018.

c. Preference dividends of R48 000 and Ordinary dividends of R120 000 were declared and
paid on 30 September 2018.

QUESTION 4 REQUIRED Marks

Sub- | Total
total

Prepare all the general journal entries that would have been

processed by Sweet Chocolate Lid to record the above transactions | 20

Totals 20

NOTE: |gnore dividends tax for purposes of answering this question




QUESTION 5

60 MARKS (72 MINUTES)

The information below relates to the pre-adjustment trial balance of Jeep Limited for the year

ended 30 September 2018,

The bookkeeper requests you to assist with adjustments and correction of any errors that

she may have made in the process of recording the entity’s source documents.
Jeep Limited

Pre-adjustment trial balance for the year-ended 30 September 2018

DR CR
R R
Capital 90 000
Land and buildings at cost 100 000
Equipment at cost 98 000
Furniture af cost 99 500
Accumulated depreciation - equipment 47 000
Accumulated depreciation - furniture 17 000
11% Loan 60 000
Inventories-30 September 2017 10 000
Trade and other receivables 13 000
Bank 31 500
Trade and other payables 94 000
Allowance for credit losses 1000
Sales 136 300
Sales returns 2 000
Purchases 78 900
Freight-in 9 000
Purchases returns 4 000
Credit losses 800
Salaries and wages 2500
Water and electricity 5700
Stationery expense 3000
Rent income 13 100
Insurance expense 4 000
Interest expense 4 500
464 400 460 400




QUESTION 5 CONTINUED:

Additional information

—

. Jeep Limited bought new equipment on 30 June 2018 for R25 000 on credit and brought it
into use on 1 July 2018. This equipment is not recorded in the pre-adjustment trial balance.

All equipment is written off at a rate of 25% per year on the diminishing balance method and
depreciation for equipment must still be provided for and recorded accordingly.

2. The frial balance includes furniture sold on 30 August 2018 for R3 500 cash. This furniture
had a cost of R12 000 and an accumulated depreciation on 31 September 2017 of R9 000.
The bookkeeper only recorded proceeds on sale as follows:

DR Bank R3 500

CR Sales R3 500
Depreciation on furniture is written over 5 years using the straight-line method. Provision for
annual depreciation must still be made and recorded.

3. Closing inventories were as follows:
Merchandise R 11 000
Unused stationery R 1000

5. Salaries amounting to R5 500 for September 2018 are not yet paid.
6. Water and electricity includes an amount of R2 500 paid in respect of October 2018,

7. Rent income increases at 5% on 1 September every year. Monthly rent before increase
amounted to R1 000. Rent for October was received in September.

8. The loan was obtained on 1 October 2016 and will be settled on 30 September 2019. No
repayments towards the loan obligation are being made currently.

Marks
QUESTION 5 REQUIRED Sub-total | Total
a) Record, using the attached 4-column worksheet, the adjusting
journal entries (cost of sales and net sale’s calculations must
be done in the worksheet) 45
b) Prepare the statement of profit/loss of Jeep Limited.
15
Totals 60

Note: 1. All workings must be dene neatly and clearly shown.
2. VAT should be ignore
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DR CR DR CR
R R R R
Credit losses 800
Salaries and wages 2 500
Water and electricity 5700
Stationery expense 3 000
Rent income
13 100
Insurance expense 4 000
Interest expense 4 500
464 400 460 400
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