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2021 Prefiminary Examination
Secondary 4 Expreas

NAME h’ 4
INDEX NUMBER H

PRINCIPLES OF AGCOUNTS TTaB7I0q
Paper 1

26 August 2021
Candidates answar on the Guaestion Paper. 1 hoar

No Additional matarials are required,

Seltar: Mrs Tang Laf Chan

READ THESE [NSTRUCTIONS FIRST

Wille your name, class and index number on the cover page.
White In dark blue orblack pen.
Yau may use an HB panch far any rough weorkdng.,
Do not use steples, paper clips, highlighters, glue ar coreclion flud.
The use of an approvad calciator is allowed,

Answer all quastions.

The number of marks is given in brackets [ ] atthe end of each question or part.question.

Parent's

[Turn aver

This dacurnent consists of § printed pages including the cover page.

2
Answer all questions.
1 Thetrlal balance of Fa Da's business balanced on 31 July 2021, However, the
folfowlng erors have now basrs discovered.
1 A cheque recaived {or & cash sale, 51 300, for goeds witlch had & cost price of
$350, had been corractly recorded in the inventory and cast of sales accounts. No
other entries had bean made.

2 Salaries, $1 500, pald by chaque had been debited 1o the cash at bank account
andg credited to the safares expense.

3 Office squipment, $300, bought on credit was posted to the office equipment

rapaits ascount in error.
REQUIRED
{a) Prepare the joumal entries to correct errors 1, 2 and 3. Narrations are not

rayuired,

General Journal
Dr (%} Cris)
8
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{byComplate ha tollowing tabhe o eow e wifect on profi end ssvets o comecting
. u:ea».,-&a,. Eror-t i Desn completed & an sxample.

I Beer " Eloe on prof . Gt oh aseets ,
3
_ i
The foliowing gﬂ&g- wok place duting July 2021 !iﬁ.ggw..%
e .
ll% Tt -

R _ 8, LRBHN
|18 | Bayonos paid Fa.OA 3000 by chequs. . ~
"G ] Bayonoe paki Fa D ihe oulstanding GaLsncs on ik actount by chetue.
44 | The Dank Thumed Beyoros’s cheque dus to insulficlent funds.

Thie baiance on Beyonce’s Account way stil putstanding atihe end of Fa De's business
frisncial yoaron 31 July 2021 Fa Da decided to write this balance oftin'kl.

REQUIRED

{c) Prapars the journal entry to write off tha outstanding balance at 31 Julkly 2021, A
narration is required.

Generat Journal
FDute : Particulam i Orisy i)

 harcation:

fuo ke Preshytdan Sec Sch .
BT Shconduny 45 Pralininary Exem Pridciples of Accounts Papert [Turover

-{4) Explain

én%gaﬁna%%ugﬁﬁ_%i&g

?vgg.gfgi:wxw%g.& whan making an allowance far

impairmant of trade rcaivabies.

Kuo Chizki) Prestipiecian Sec Sch
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5

2 The foliow s
ing aggets and liabifities WOrR in Jacques's businsas on 30 Juna 2021,

. Jacques's current ratio on 30 June 2020 was 21,

$

Equipmant 15 400 REQUIRED
Long-term bank foan 8000 {b)Give three pasaible reasons for the changs in iha current ralic- batwesn June
Invertary 8450 2026 snd June 2021,
Trade recaivabies 27 460
Trads payables 21 10 L
Prapaid expensss 1430 2
Bank overdrant 7800 3
Cash in hana 870 =l
REQUIRED The fllowing infarmation about Jacgues's business is avaliable;
{a) Coloutate the following: .rw )ﬂmmﬁﬁﬂm ..mﬂﬂﬂﬁ Mﬁnm._az withins 14 days of recelving an invaice.

() Cusrrent ratio to two decimst piaces. 3 The u:mw.auu purchazes its inventary well in advance {» meet possible

dernand,
4 Jecques is consklering asking the bank 1o increase its bank ovardratt fmit
REGUIRED

(c)  Based on'the above information, recommand two actions Jacquas eould (ke
to improve the iquidity of the business, Give reasons 1o SUPRORYOUr ANSWars.

2
{1 Quick ratie to two decimal placss, 1. Action:
mommna.
B
2. Astion:
Reagor;
]
[rotat: 11
Kue Chusn _maaw«ﬁ:—_.. Sec Sch Kun Chuan Presbyiaran Seg Sch
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W
e t 2021.
. Sty 023 o (b Couetstwissued o
L Sas—————hz LR LS :
& s _ i
Rethined samings at 1-August 2025 80000 - & e %3‘%4%3&?
Profif for the year saded 31 July 2021 0000
Addiionsl viormation. @
‘ dwcipred and paid intall po
1. 06 31 duty 2021, 8 Ainal dividend agéﬁ?gtﬁ?ﬁ? : s amancimboesiiion se-at31 July 2021,
T Ot August 2027, Drere wie w5 istuis o 80000 {9 Prapare s etpbetaf e statement of insnciel postl :
AEOUIRED
) Retsbwd aamings
(U]
. Didands | . o
. _ [Totak 12}
)]
(b} Prapurs the journal extiies for kems 2 and 2. Narations are not required.
General Journal
: bmhm* Particuiars T bris) Crfs) . | —— END OF PAPER:
3 )cca f
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b, KUD CHUAN PResa
& 2001 va__s?emmﬁ.ﬁﬂ_wm_pz SECONDARY SCHOQI, -

; S Secongary 4 Express
NAME m N
.

PRINCIPLES OF ACCOUNTS 7087/02
Papar 2

30 August 2021
Additional materials: 3 Writing papers 2 hours

Setter: Mrs Tang Lai Chan

READ THESE INSTRUCTIONS FIRST

Wirite your pame, class snd index number oft your answar seripls,

Answar sl questions,

At the snd of the examination, faslan alt your work securely fogether.

Tha number.of marks s given in brackets { ] at the end of each quoastion or part quastion.

[Turn over

This document consists of € printed pages incluging the cover page.

2
Answer alt questions.

1 The foliewing balances wara extraciad from books of Tink Tonk Limited on uun March
2021,

]
Issued shars capital (200 600 ordinary shares @51 each) 200 000
Relained eamings 1 Apil 2020 25200
Salkes reverue 405 000
Costof sales 108 500
Adverlising expense 348 Qlo
Property (Leasehold: 30 yeers) 300 000
Wator vahicles 165 000
Accumulated depreciation
Motor vehicles 42000
Proparty . 30 00
Utilities expgnses 20800
Salaries expenss 25000
Rental axpense 36 009
“Trade-recaivables 2200
Trade payables 8700
Alowanca for impalment of trade recetvables St
inventary 20400
5% bank loan repayable 31 December 2024 60000
Cash at bank 22 600
Loan Intsrest paid on 5% bank foan .mMoo

pria

Additional information

Rentwsse paid il 30 June 2021,
LRtities: $B00 was still owing-on 31 March 2021,
Motor vehicles at 20% using the reducing batance method,
Depreciation is charged an proparty.
A fepayment, $8 00D, on the bank loan [s due on 30-June 2021,

*
u
u
._
u
aoﬁmaﬁwﬁ%a%_%iuogzﬁ«mooémwam%aa umg.guan:nnwwm
yet to be written off;

7

8

Itis the the business’ policy tb provide 5% allowanca for inpairment of trade receivables.

A dividend of 25 cents for each ordinasy share was declared on 31 March 2021, This
amount had not been futly pald up.

Kua Cheian Prestyterian Soc Sch
2021 Secondary 4E Preliminary Exam Princitins of A nts Paper 2
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3
'REQUIRED
{a) | Prepare the stelsment of financial
anded 31 privey .%quﬂﬁrgﬁwsag
S guﬁd sistomant.of financisl position 6f Tink Tonk Uimited #s ot
{1

{Totak: 20]

1 Ssndesp SIhghsetup.s new business.on 1 Jonvary 2020, & buy wnd el sporis:
Shwet. Hi investsd 5100 000 s the Busios bank sopount and 52000 ¥ 8k, Jnt the Same
day be cartied outthe following drensactions:

1 Bowsweds joan from Bank Njib Shd $25 000,

2 Theanruatrent, $ 12 600 was paid by chsque.
3 Achequs representing & 129% depositon s motor vaticls, ilst price $60 00D, was

fsnued toHardly Davidson Motom,
REQUIRED
i) Propare Sandeap Singh's cash at bank-sccount on 1 January. 2020 Belr

down ths balare-on 2 Janusry 2020, 1

1] Expiain the foliowing terms:

(1 cashitransaction;and
i) cmdittransaction. 24}

Ko Chums mi.wﬁi%ﬁ-oma_
Z02% Swcondary AE Praitminsry Exem Principles of Actourts Papar ﬂ.E.:o:.mw

, . savoral suppliers and s finally shodtistad twa
Hendetp Singh hus beer sourcing for saverd upp e Gy

mﬁg:«ﬁﬁ%_g&%ﬁ Cols & foga

Joemtid In Indorfesia
" Darr 37 Singh,
ngt‘gg.m
sgigggiigi i
randly of shaen: The tnat & vorgbirwsan  §
£300 sad $50% We serad ytoreinf 10 popclae beands. || : _
Vi rwreter s L ki i it | — .
- ark o sumples i nindad: - FF cach anty ¢ Ruady ship frascQispatech/ | -
W st hothoash ™ A ot .Eg;.squuﬂailaaiu :
| cieomars wew entried b0 s Kdey cruht pasiod. week
!-.!:?%sgs;ié
ongeaih of purchass. 1 Satect brands:
i.vsnsitnaicu,os ] L adioss  Ganvarse Karton
Yours sincirely : Acher NawBesm  Yoner
Mir Males 4 | Kepan  Ascis Hids
 Salen maager GEATAS ST Ca i f [Nken  Skeen Reemak
i SFPna  -Slavanger Kahs :
REQUIRED

(o) [Lookst 5...“@3&3 above and recommend Sandeap Singh which supplier.ire.
should chooss, J your answers with reasons. il
. {Totat: 14}

* Kup Chush Preabytertan Ses:Seh
{Turn over
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]

3 Wolwet L&t was
provid gg?%&z&agg Business
ad the foliowing infonmation for e fnanciat yesr ended 30 Sestember 2031 Are

L

Avarage inventory 17750
Gross Proft 29 80
Adminisirative sxpenses & 500
Sating-and distribution expenses 12400
Owrier's equity at1 October 2020 160 000
Geoss Profit margin 20%

Additiona! Information;
1. Includad in the administrative axpenses was & payment for reit, $450, which coversd

a three-month pariod 10 30 Novembar 2021,
'3 A paymant of S800 had baen omitted from the seling and distribution. ax

REQUIRED

{a} Calcuinte tha following for the year snded 20 Sepiambar 2021, Show ali workings.
i Tumover

{i}  Costof sales

{i} Profitfor the year i8]

(b} Copy the following talile Gn I Your STEwer Dapel,

Calculite 1o two dectmal piaces, itarms () to (v} for Business A and wriis your angwars in
the spaces provided in your tabls. Show yaur workings in the headed column on your answer

pEper,

Calculations for Business B has been done for you.
Surnnarised infortmation for the yser endsd 30 September 2021.

Workings [ Business A | BusinessB
S

|

\ “ .ﬂ.u.m* h
& ‘ ._._.mmg..anu
& h am.ma.x.\\

s

?v \_ Grosg Profit % mark-up

_

«E_uaatag_o!dﬁ:ca \

(i) | Rate of inventary lumover “
N

T?.. \mnﬁa:s_ﬁaggn%mn:@

{c}  Using the informration from (b}, seiect two relios and cormpare the parfarmance of
Business A ard Business B. 3]
[Total; 18]

Huo Chusn Fresbytorian Sec Sch
2021 Secondary 4€ Praliminary Exarn Principles of Accounts Paper 2 [Tum over

L}

4, Nayer Co purchesed fdures for $E 000, The busingss accounts cherk hex recovded
this in the siatnment of fnsnclsl performance s sn expanse.

REQUARED
(o) State the affacts on proft snd sasets if the cost of Axtures srw recordad in the
satenant of fnancis! parformants Ay an.axpanse, i)

[15] Explalin two diffaroncas between capital expenditure and ravenus _m&na%
{c) Cepy the foliswing table on b your Answer paper,

Indicate whether the tanssctions ane-capital expanditure O revenus
sxpenditee: Give ane reasory B your.cholice.

Transactions Type of Reason

; . sexpanditure
fiy | Gimgua payment of import
duty for new machinary.

T | Paymwnit of lnsurance of |
| deiivary vahicls.

4]
[Toral; 1]

END OF PAPER.

Kuo Chuan Preshyterian Sec Sch
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xcoo:c>z vmmmg.mm_\’z
2021 Preliminary inaticn mmoozgx< mozowr
Secondery 4 Exprass

Principles of Aczounts

Paper 1

Answer Schems

Answer all questions.
t The tral balance of Fa Da's husinass halanced on 31 July 2021, However, the
fallowing #rrore have now bisen discovered.

1 Acheque received for & cash sale, $1 300, for goods which had a cost price of
$350, had besn comectly cocarded in the inventory and cost of sales accounts. No

‘

offier entries had been made.
¢ Salaries, $1 5GD, paid by chequia had bean deblted to the cash at bank account
and crediiad to the salarias axpanse.
3 Office equipment, $800, bought on credit was postad to the offics aguipment
repairs account in emor.
REQUIRED
(a) Prepare the joumal enfries fo comect errors 1, 2 and 3. Narmations are not
required.
Genaral Journa)
h ‘ Dr (§) cri{$
[ Cashiat bark [ 130T
‘ Sales revanue 1300 [1)
_mn_minuxuq:«aa.._ 800 x 2) Y YT
_ Cagh at bank . 30001}
T Gfica equipment [ e
Office equipment repairs _ &oe {1y

‘
~
L

S

(b} Completo the folowing table ko show the effect on profit and assets of carracting
errors 2 and 3. Ermor 1 has basn compiatad as arr example.

Error

Effect on profit

Effect on assets

1. Imcease

1

v

4

2

1

\.m.m

ks

HF

i1l

Tha folfowing transactions fook place during July 2021 with a credit customer, Beyonce.

4

2021

July & | Goads, $2 100, wera suppliad to Bayonce,

15 | Beyonce retumed faully goods, costing 5280,

18 | Beygnos paid F2 Da $800 by cheque.

™23 | Bayonce paid FaDa Te outstanding balancs on hia account by cheque,

24 [ The bank refurned Bayonte's cheque dus to Insufiiciant funds.

The balance on Beyonce’s account was still outstanding at the end of Fa Da's business
financial year on 31 July 2021. Fa Da decided to write this balance off in full.

REQUIRED

{c) Prepara the journal enfry to write off the outstanding balance at 31 July 2021, A
rarration is required.

Ganeral Journal

Date PFarticulars Dr (%) Cr (5
2027 fmpairment iass on trade recelvabies TZ20 ]
Jul 31 F1}
Trade receiveble - Beyonce 122011
Nawation:
To write off the: balance ewing by Beyonce [1}
(4]
Ko Chuan Presbyledan Sec Sch
2021 Sacondary 45 Praliminary Exar Principias of Acgounts Paper frumover
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X

- ﬁﬁmﬁ%n business iy detide fo %Bni&«%ﬁg.

grsazgggggnizgig—zgsg

- H ?B#nasgaamwa«?iaiﬁgs%

5»53.3&36389.3.33&:5;55.%%

TR
" {# Noam one acaaunting teoey which fs appiied when making an aliowanos for
%ﬁaﬁaﬁngaﬂgiﬁ
) _7._
-[Tofal: 111
e Chuan Frenbititsy Sec 8ot umon

2021 Sacondary A2 Profimiaaey guiﬁﬁ&gkﬁi%wﬁz

4

. . a0 kz.p.
" i were in Jacques's business on 50
2 The folowing gﬂ.ﬂﬁ and Tlakiltlea 5
15.400
Equipmant 8000
ézig 8450
Inventory 27 460
Trada pece vables _ 24 100
,qi%.w“ﬂa 1420
Puepaid ﬂ 7600
. - Bank ovardralt Mq.o
Cash In hard
REQUIRED
{a) Cascuitate the foliowing:

(1) Cuirrent ratio to two decimal places.

) QoK rotio 1o two decinal places.

i §36 000 - 98 450 - §1 420 = §28 130 [1).
. ik ratio = $28 1307928 700 = 0.98:1 m..

=iz

Kuo Chugn: an Sec Sch
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s
Jacques's current Bmm.oa 30 June 2020 was 2:1,
REQUIRED -z

{b} Give three i
2020 and June g0, 2" f0r the changs i the cument rato between sune

1.
2, Purchase excessive inven on cradi {hi
3.
4.

Excessive drawings from cas at bank, resufing i cash at bank.
There s more ynsold inventory in the business,
Award 1 mark each 1o relevarit answer, Total: 3 points for.3 marks,

i3]

The follawing information about Jacques's business is avallahfe:

1 The business pays ity suppliers within: 14 days of receiving an invoice,

2 Alisales are made on cradit,

3 M___o business purchases its invantory well it udvance lo meet possibie
emand.

4 Jacqua s considering asking the bank fo increase its bank overinz? lmit,
REQUIRED

(¢}  Basedonths above information, recommentd two actions Jacques coild take
toimprove the liquidity of the business. Give reasots o support your answers.

1. Action; Encourage cash sales by giving higher trada discounts,
Reason: To increase mors cash Into the businass.

2. Action: Monitor the demand for lnventory closaly and only buy the required
amounk.
Reasor: Prevent cash being Sad onta unsold inventory and to mirimize
risk of damagas and storage expenses.

3. Action: Extend cash discount to trads recelvables and to eficourage. prompt
payment,
Reason: To increase cash Into.the business and to minimize.the risk of
fmpaimert loss on trade receiviblas,

4. Actior: Change its sales policy to include cash sales for those who are.not
regularcustomers or cfedifworthiness is in doubt.
Reason: To minimize the risk of impainnent loss on frade recaivablas and
ta increase cashilow.

Award 2 marks for each action and sach reason. Total 4 nvarks for 2
actions and 2 reasons.

Kuo Chuan Preshyterian Sec Sch
2029 ¥ 4E Prefiminasy Exam Principles of A te Paper 1 (Tumover

1)
3 The folowing information was availale for Desla Pie, Lid, a8 at 31 July 2021,

§
Issuied share capital 200 600 shares 300 000
Retained sarnings al T August 2020 &0 008
Profitfor the year ended 31.5uy 2021 140 000

Addltional Information:
1. On 31 July 2021 a final dividend of $0.25 per share was declered and pald in ful,
2, Gn 1 August 2021 there was & issus of B0 000 shares for $2.50 each, All the
shares wers sofd snd fulfy paid,
REQUIRED
{a) Defina:
{I} Ratalred eamings
Al the profits or losses made by a private limitsd company from the
beginning of iz operation-and that hava not been distribated to the
‘shareheldars.
il
(i} Dividends

Portion of the profits distributad ta the shaseholdem,

n
th}  Prepams the journal entries for Rems 1 and 2. Namations ars not requined,

General Journa!
EI_ Particulars T_orey Crf
2024 ‘ * ‘

M Jul 31 | Dividends (200 D00 x $0.25) ‘ 50 000

h Cash st bank ‘ 60 000 -
|

‘ ‘Aug 1| Cash at bank (80 000 x $2.50) 200 000
‘ lssued share capital 200000
L1

L]
Kuo Chuan Presbyterian Sec Sch

2021 Secondary 4E Preliminary Exarn Princioles of Accounts. Pager 1 [Fyrmover
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e} (I}  Cakulste the lseuad share capiialon 1 Augumt 2021, -
‘Issued share capital-on 1 August 4021
=:3300 000 + 5200 000 = $500 000.{1] -

‘Ratalned samings on 1 August 7021 $80 000 + $140 DOO [3].-
) : R .l.ﬂ.‘—ﬂ,ﬂ...:".._ o1

@
() Prepusan extract of the statemant of Ainancial position as &t 31 July 2021,
. DesisPe.lid
Statement of financiat position ss st 31 July 2021 {1]
) 5
[ Sharehoidens’ Equity
isatiad share capital 280 000 shares 50000001 |
[Fomined samings TI0600 T8
ﬂ_ﬂ_.i%.. oquity _ 870 0G0
_ B!
—,...DF_" 42]
—ENDOF ANSWER SCHEME
Kuo,Chusn Freabyterian Gec Scb
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KUO CHuan PRESBYTERIAN SECONDARY SCHOO!,

21 p
mooan.ﬁ_ww:._«smﬂ!.moxauaﬂﬂgo:
Princlples of Acoounts
Answer Schame
Paper2
Answer ail questions.
1 (a)
Tink Tark Limited
_Statement of financial performance for the
$ $
Salss revenue 405 000
Lass Cost of salay {109 500}
Gross Profit_ 205 500 f1]
| Legs: Expanses
| Advertising expense 39 000
Dapreciation of motor vehicles (§165 000 - $42 000) x 20% 24 600 {1)
Depreciation of property ($300.000/ 30 years) 10 00G[1]
Litllities expensa ($20 500 + $800) 21700111
Salares expense 25 000
Rentat expense (536 000 x 12/15} 28800 [1}
] : 3000011
095 2]
-l
{153 095F
142 405 I JOF]

Tik Tok Limited

") ' Net book valus
1]
260 000 [1)
Motor vehiclas 165 000 68 600 98400 [1]
358400 |
Cash st bank 22 800
vatory ! 20 400
 Prepaid rental expenss (338 000 x 3/15) | 720011
Trade rsceivables (332200 - $300) 31800 i
Less aliowsince for impaimnent of bads - {1 595) w
receivablas {$31 900 x 5%) :
Net trade recelvables 30305 [1] 88?%
Jotnl assely 438008 !
FEE.BE. #
| Sharehoiders’ Equity
Issued share capltl (200 000 onfinary 200 600
shares @31 sach) _ ;
Retained samings (525 200 + $142 405 117 605 [1} {
= (200 000 x §0.25) m
Total sharsholders equity 17605
52 00011} ;
penses payvabla. €00 1] ! w
Curent of lighi 8.000 [1] ,
 Dividonds payable (200 000 $0.25) 50.000 {1}
Interest expenee payabia 1800113 m
- $1200) !
Trada payables 8700 68300
Total shareholders’ equily and lablities 438905

Kut Chuan Presbytarian Sea Sch
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| L I e — . 420001111 318000 Dt . : . which paeds
, . ST O = . . Ea ] : , it o & new company F
S g ] ey Davidson Mot (12%x |- 1 soom| twewnr] ] aiow,

"' 2o Renommndation = ATAS COL)

: i ROWSOTS dustification : | order 1o mest demand. He does notnsed 1o

" demandofcenanbrands. ‘thus avoiding an sfock-out sitiatiar, which
ot an o mell |

- . ] . Cris) T .ili.l@l. Russons e : aﬁsllhmaonﬂwomﬁg asthe
o daid ] i ) AR OO T RO 1. The: offersd by Classico | Thisisac per Sour R |
e b Prevesmr oS 1050000 e e ATAS Co. | i prce an maenum price S AKET |
Loan ! Long-twm borrowing 2s000p11] | A250000¢) b | than that offared by ATAS Ca. Eh8.5 0
. ; Sandeep to save some costs, whict 18 vary

. . = : ; - : b % There ara more vatety-of shoes o has mors frodels and brands to choose
(__dart2] Bulance bid , : il 107 ) : , 1:and they are-al P rott. This helps-n his businels as ha can
_ - : e , - ; w%%e?a 3-3 popuie | stook tock up with.a blgger va :

[0} ggi&ns:u%i?iﬂiﬂ%ﬂﬂgg P e alrendy t ;
g.aaw.ﬁéim.ﬁ%.%&%#%n_ﬂgms_a.n.. gﬁaﬁwﬂw im the reacy
_ Rcived - . : 3. The shoas are In stockiarid ars iy | Tha business tan recaive the goods within &
t> be shipped.. : fow-days snd they can siways replenish
— stocks quite guilekly.

. & g#ﬁ %%cgn? “Trits will giva an ldeato mnanonﬁinﬁ.._ﬁc ,

ATAS Co
raich and whalsizsa snd specifications:to -

‘overstock unnocessary f this information i

1. Credit period ~ company sllows Alonger credtt period aliows him more time : : 1

"] thay.cantake s iongartime 1o repay aa%m%z_izigasqﬁ
2. Sinoettlsafoval supplier; itis eusy to | The business can stock up mmadlalsly f
. getatocks ¥ihers I8 & iigsin .E&!Iwmm%gﬂﬁnai.?oog“i}

- Anydretevantreasons with 2._05_&%@3! -ina & mariis. Eachrelevant

3. Fattitng policy — cusiomen are Sandsep will bs sbla to-matum dsfactiva
I within T-wesk of purchase, since ATAS Co. ls.alocal company. This
1 Incressas:his falth fri the company, ]

§ 4. Thebiginess sliows Sandesp to THis aliows the business to have,an schial
: preview the.shoss bafore punchasing. Jock-attha modeis and fit before deciding on
the purchase. Thix anables Sandssp to make:

uw*%uﬁaéa%mmwmsnﬁ&%

Any'3 releyant reasons with relevant justifications, award & marke; Exch relevant
‘peiigony With relsvant Justificstions; award 2 murke aach.

Ko Gl Pragbytorden SecSchr . Ko Chugin P ian SecSch
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3a)
) Tumover = Gross Prof its imventory more
0% - . ga&asgﬁ&gﬁnm%ﬁzwaag_a ity N
() Cast of sales = Turnoyer %auwwﬂwu? 20% [1] = $198.000 £1] - . o
Umu__aw 000~ $29.600 Award 3 marks for any 3 points raized.
() Proft for the yeer = m%aSE ' d} Rate on returm oh OWRar's equity
Yermr = $39 800~ [($8 500 - - $300) [1]+ ($12 400 + 5600} [£]} - Investors are petting a higher retum of thelr investmant in Business B then in
Totai: § = $204%0 Business A.
. . Sysiness B has a rate of retum on owner's equity of 12.60% aa.companed to
anded Business A's 10.73%.
i§? 2018, - < This suggests thatBusineas B Is a&.:_:m higher profits than in Buainess A,
O [Gross Profil % marup ey Busioges A | Busnese B - Raiso suggests tht for svary $100 invested In the Business &, the Investors are
- Soaany Y 5% [iar) 0.1% gstting = retum of $12.50 as compared o $10.73 in Business A, I the dlsk
fi) | Profit% to-sales ravanye $20.500 % 100 10.35% EXTTA ‘assoeament s the same.
T 3198 000 [HOF)
{#) | Rate of iventory fumaover $155.400 8.92 imes 11.58 times - - Award 3 marks for any 3 paints raized.
$17 750 7
{W) | Rate of returm on-owner's equity | 320400 ___x 160 maﬁms 12.50% NB: STUDENTS NEED TO GHOGSE ANY TWO TO COMMENT. DO NOT MARK
[518C 000 +(5 180 000 + | [1/OF] ADDITIONAL RATIO SUGGESTED.
$20400) 122111
4]
3{c)

) Qaaamaw_sse*éu
Based on this ratic, Business B is-maore profitabls then Business A.
= The tatio for Business B iz 30.13% a3 comparad fo 25% for Business A, which
maans that Business B is pricing its products at.s higher price than Business A.
~ Tha ratio also shows that for every $100 of cost of the goods, Business B is
eaming $30.13 in gross proft as compared to Business A,
- The grass profit for Business. B s higher than Business A.

Award 3 mprks for any 3 polnis raised,
E Profit % to sales revenue

‘This ratig shows that Business B i3 mere profitabls than Business A

- The ratio for Business B is 12.15% ag compared to 10.30% for Businass A, which
maang that Business B s eaming higher profit for tha year.

= Tha ratio also shows that for every $100 of salas made, Business B is eaming
$12.18 in profit ay comparad to $10.30 for Business A,

~ Both businessas gre:aise controlling thelr expenses well in order to eam profits for
the business.

Award 3 marks for any 3 points ralsed.
<) xms of inventory fumover
Businass B is-more efficient s selling its goods that Business A, as it has a higher
rata of inventary fumover of 11,58 times as compared lo 8.92 times for Business A.
- This shows that the businass ig moving fts inventory at a faster rate that Business
A,
- This-suggests that Business B may have a better promotion strategy than Business
A, since its goods are priced higher than Business A,

Kug Chusn Precbylarian, Sec Sch Presby
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.. 4{a) Effects on profits ~ profts forthe year will b understated by $8 000.11]

) |

. * - Gaphal Expenditure " Revenue Expanditurs.

.Hv”.ﬁ&iuaﬁuﬁsoaﬁcﬁa-l&g 5 Payment for day-to-dey ranning .

1 " can tastfor mor.than onsacocunting. | cants oF sxpenses of the business,

L peded A9 1 gaually consumed wittiin one

| % ‘Payments thatincreass the value of the: , wocounfing period. .

P e and mcrsesathe | > Apearein thio Final accounts
producive capacity ofiabosiness . {étatoment of Ananclal

- pemmanentiy, , : | . . perfarmance}as reduiction of

1 3 Paymentof one-offaxpanse which L o, ,

%ngg.bﬁmefﬂ ment 1 R4 m-ga.giauo%%aa.

. b Appesrsin the swtement of finacclal | » Eg. Motor-vehicks sxpenses,

: posftion as an ingrea se to ihe valie of wages, rent; stationery, insurance,

prchasssand etc.

. von-curtentasests.

. [y Motor velilels, Machinery,
T Eguipment; Fiirniture and sto. .
on mist be made In axder tobe

ity two diglinclions mide, mward 4 marks. A slesr dlstinctl
pwayttad fll marks.
T JRR .
L] Transactons Typeof
. w nd
Thequs payment of import | Caphal.e 7o | Import dytied a7e cne-C
didy for new machinery, - {111 axpandiizire which forms:

Reason

s

, .....E

productive capeciy fof the |
) ‘business, £1]

”. [C] %B!#ﬁ:ﬁ:ﬂia Revenus " Fhis is-a raciirring expensa

| © delivery vehicia. expenditura{t] | ae insueance wilt b pald'on
o . the dslivery vehicle-on.a
Yreguiar basis, 111

— i END - OF ANSWER SCHEME -~
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