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1 Leneais a sole trader. He maintains a full set of accounting records and prepares monthly control
accounts.

(a) State two advantages of preparing monthly control accounts.

(b) Name the book of prime entry which Lenea would use to obtain the following information
when preparing his control accounts.

book of prime entry

goods returned to credit suppliers
bad debts written off

discounts allowed

contra entry

[4]

(c) State why Lenea uses information from books of prime entry rather than from the sales and
purchases ledgers.

.............................................................................................................................................. [2]

(d) Suggest two reasons why it is possible to have a credit balance on a sales ledger control
account.
.............................................................................................................................................. [2]
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Lenea provided the following information for the month ended 30 September 2018.

2018

September 1

October 1

30

Debit balance on sales ledger control account
Totals for the month

Credit sales

Cash sales

Cheques paid to credit suppliers

Cheques received from credit customers
Discounts allowed

Discounts received

Bad debts

Interest charged on credit customer’s account
Contra entry

Returns by credit customers

Cheque received from credit customer

later dishonoured

Debit balance on sales ledger control account
Credit balance on sales ledger control account

M
4200

5150
1460
5120
4020
80
120
110
10
300
280

100

?
95

(e) Select the relevant figures and prepare the sales ledger control account for the month of
September 2018. Balance the account and bring down the balances on 1 October 2018,

Lenea
Sales ledger control account

...................................................................................................................................................
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(f) State why it was necessary to make a contra entry.

...................................................................................................................................................

[Total: 22]
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2 Libuseng started a cleaning service business on 1 October 2017. The bookkeeper was ill at the
end of Libuseng's first year of trading and was unable to prepare a trial balance to check the double
entry records. Libuseng was very anxious to know the profit for her first year of trading. Despite
having very little knowledge of bookkeeping and accounting she made the following list of the
balances on the books on 30 September 2018.

M
Capital at 1 October 2017 60000
Drawings 16000
Cleaning equipment at cost 21300
Motor vehicle at cost 14000
Balance at bank 20000
Fees from clients 87000
Cleaning materials 26000
Trade receivables 8160
Trade payables 5000
Wages 24300
Discount allowed 2500
Electricity 1040
Motor expenses 2950
Rent, rates and insurance 19000
Discount received 1200

Libuseng was also able to provide the following information at 30 September 2018.
1 Inventory of cleaning materials was valued at M3700.

2  Part of the premises was let to a tenant on 1 July 2018 at an annual rent of M5000.
No rent had been received from the tenant by 30 September 2018.

3 The rent, rates and insurance includes 12 months’ insurance, M3000, paid on 1 December
2017.

4  Adebt of M260 should be written off as irrecoverable.

5 A provision for doubtful debts of 2% of the remaining trade receivables should be created.
6 Bank charges, M50, had not been recorded.

7 The motor vehicle is to be depreciated at 20% per annum on cost.

8 The cleaning equipment has a useful life of 9 years and an estimated residual value of M3300.

I
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(@) Prepare a draft income statement for the year ended 30 September 2018.

Libuseng
Draft Income Statement for the year ended 30 September 2018

..................................................................................................................................

................................................................................................................................

.................................................................................................................................
.................................................................................................................................

..................................................................................................................................
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After the preparation of the draft income statement the bookkeeper returned to work.

He prepared a trial balance from the list of balances Libuseng had made. The totals of the trial
balance did not agree. The bookkeeper opened a suspense account and made an entry of M2050
on the credit side.

The following errors were later discovered.

1 An irrecoverable debt of M300 had been correctly recorded in the account of the credit
customer but no bad debts account had been opened.

2 Cash drawings in September, M150, had been correctly recorded in the cash book but had
been debited to the wages account.

3  The total of the discount received column in the cash book for September 2018 of M200, had
been incorrectly debited to the discount allowed account.

4 Rates, M2000, had been correctly recorded in the cash book, but had been debited to the rent,
rates and insurance account as M4000.

5  The balance of the petty cash book, M50, had been omitted from the list of balances and so
had not been included in the trial balance.

© ECol 2018 0187/02/0/N1H8
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(b) Prepare journal entries to correct errors 1-5.
Narratives are not required.

Libuseng
Journal
............................................................................................................................................ [11]
[Total: 23]
0187/02/0/N/18 [Turn over

® ECoL 2018



10

3 Bokang is a trader who is registered for VAT. She provided the following information.

Purchases Sales
2018 Net VAT Net VAT
M M M M
July 16000 2240 15000 2100
August 7000 980 10000 1400
September 9000 1260 12000 1680

On 1 July 2018 Bokang’s VAT account had a credit balance of M610. This was paid by cheque on
5 July 2018.

(a) State one difference between input tax and output tax.

(b) Prepare the VAT account for the three months ended 30 September 2018. Balance the account
and bring down the balance on 1 October 2018.

Bokang
VAT account

...................................................................................................................................................
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Bokang'’s financial year ends on 30 September.

Bokang provided the following list of balances on 30 September 2018.

M

Capital at 1 October 2017 48000
Revenue ‘ 156000
Purchases 130000
Trade receivables 15230
Trade payables 10420
Bad debts 860
Provision for doubtful debts 190
Wages 29800
Rent and insurance 3950
Carriage outwards 1120
Fixtures and equipment at cost 22500
Provision for depreciation of fixtures and equipment 4 500
Inventory at 1 October 2017 11300
Discount received 1000
General expenses 6730
Bank overdraft 680
VAT (from the account prepared in Part (b)) ?
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(c) Prepare the trial balance at 30 September 2018.

Bokang
Trial Balance at 30 September 2018

...................................................................................................................................................
...................................................................................................................................................
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Bokang employed Kabelo as a temporary shop worker for the month of September 2018. Kabelo
worked for a total of 194 hours. The normal monthly working hours are 180 and the normal hourly
rate is M15. Any overtime is paid at time and a half.
Kabelo is a member of a trade union and pays a monthly subscription of M20.
Any monthly pay in excess of M1500 is subject to income tax of 20%.

(e) Calculate Kabelo’s net pay for September 2018.

[Total: 18]
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4 ML Limited provided the following information.

M
On 1 October 2017
Paid up share capital
5% Preference shares of M1 each 100000
Ordinary shares of M0.50 each 600000
4% Debentures 50000
General reserve 11000
Retained profit 18000
On 29 September 2018 the company paid
the annual interest on debentures
the annual preference share dividend
an ordinary share dividend of M0.05 per share.
For the year ended 30 September 2018
Profit before debenture interest 90 000
On 30 September 2018
A transfer was made to general reserve 5000

(a) Calculate the total retained profit at 30 September 2018. Show your workings.

(b) Suggest two reasons why ML Limited did not distribute all the available profit for the year in
the form of dividends to the ordinary shareholders.

©ECol 2018 0187/02/0/N/18
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The directors of ML Limited wish to expand the business and have estimated that M40 000 will be
required. They are considering issuing either 4% debentures or 5% preference shares.

(c) State two features of debentures.

T soenenmmmmemncmonsess s s s RS RO VASIEE S i s s et st e b 4 5 S SR S
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.............................................................................................................................................. 2]
(d) State two features of preference shares.

L S

D e AR AN e s s e A e i O B e

.............................................................................................................................................. [2]

(e) State one advantage to the ordinary shareholders if the additional fLmds are raised by an
issue of debentures.

(f) State one disadvantage to the ordinary shareholders if the additional funds are raised by an
issue of debentures.

[Total: 14]
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Lebohang is a trader. His financial year ends on 31 March.

He provided the following information.

At 1 April 2017

Capital

For the year ended 31 March 2018

Sales returns

Purchases

Inventory at 1 April 2017
Inventory at 31 March 2018
Carriage inwards

Revenue

At 31 March 2018

Operating expenses for the year ended 31 March 2018 were 15% of net revenue.

Current assets (including inventory)
Current liabilities

M

125000

3500
78000
24920
21000

820
120000

43400
29600

(a) (i) Calculate the gross profit for the year ended 31 March 2018.

© EColL 2018
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(b) (i) Calculate the percentage of gross profit to revenue (to two decimal places

).

...........................................................................................................................................
...........................................................................................................................................

......................................................................................................................................

(i) Suggest two reasons why the percenta

ge of gross profit to revenue for the year ended
31 March 2018 is lower than it was in th

€ previous financial year.

........................................................................................................................................
...........................................................................................................................................
........................................................................................................................................

(c) (i) Calculate the return on capital employed (ROC

E) (to two decimal places).
Use the capital at the start of the financial year.

...........................................................................................................................................

[2]

(ii) Suggest two reasons why the return on capital employed (ROCE) is higher than it was

the previous financial year.

...........................................................................................................................................
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(d) (i) Calculate the current ratio at 31 March 2018 (to two decimal places).

...................................................................................................................................... [1]
(ii) Complete the table to indicate how each of the folioWing actions would affect the current
ratio.
The first one has been completed as an example.
increase decrease no effect
obtain a long term-loan ‘ v
ask the bank for overdraft facilities
sell goods for cash instead of on credit
create a provision for doubtful debts
(3]
(e) () Calculate the quick ratio at 31 March 2018 (to two decimal places).
...................................................................................................................................... 21
(ii) Suggest two ways in which the quick ratio could be improved.
S
B s A4 S A8 PR A R AR
...................................................................................................................................... [2]

[Total: 23]
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