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Answer all questions
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1 Maverick Engineers Limited provided the following ledger account.

Retained eamings account

Date Particulars

2022

May 1 Balance b/d

2023

Apr 30 Income summary
Apr 30 Dividends
May 1 Balance b/d

REQUIRED

(@)

(b)

Interpret all entries on 30 April 2023,

Debit
$

8 000
15 000

Credit
$

Balance

$
140 250 Cr

132 250 Cr
117 250 Cr
117 250 Cr

(3]

State the meaning of:
()  Share capital

(1]

(ii) Dividends

(1]

(ili) Retained earnings

(11



https://v3.camscanner.com/user/download

3 BBSS/2023/PRELIMS/POA/P1/5N

On 1 May 2022, Maverick Engineers Limited had a share capital of 10 000 ordinary shares

of $1.50 each. On 2 November 2022, the business issued another 5 000 ordinary shares
for $1.70 each.

REQUIRED

(c) Prepare an extract of the statement of financial position as at 30 April 2023 to show
the equity section.

Extract of Statement of Financial Position as at 30 April 2023

[4]

[Total: 10]

[Turn over
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| i _Bradley’s business
2 Bradley runs a catering business which owns several motor vehicles y

i rovided.
has a financial year end of 31 January. The following ledger account has been p

Accumulated depreciation of motor vehicles account

Date Particulars Debit Credit Bala;nce
2022 $ $ .
Feb 1 Balance b/d 40 650 Cr
Jul 1 Sale of non-current assets 4 800 35850 Cr
2023
Jan 31 Depreciation of motor vehicles ? ?
REQUIRED
(@) Interpret the entry on 1 July 2022.
[1]

(b) Name and explain the accounting theory applied when recording the transaction on
31 January 2023.

Name:

Explanation:

[2]
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5
Bradley’s business received $24 000 cheque for the sold motor vehicle. The motor vehicle
was bought on 1 June 2020. The following ledger account has been provided.
Motor vehicles account
Date Particulars Debit Credit Balance
2022 $ $ $
Feb 1 Balance b/d 150 000 Dr
Jul 1 Sale of non-current assets 30000 120 000 Dr
Jul1 Cash at bank 22 680 142 680 Dr
REQUIRED
(c) Calculate the gain or loss on the sale of non-current asset.
[2]

Bradley's policy is to depreciate motor vehicles at 10% per annum using the reducing

balance method. No depreciation is charged in the year of sale.

REQUIRED
(d) Calculate depreciation of motor vehicles for the year ended 31 January 2023.

(3]

[Turn over
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Prepare an extract of the statement of financial position as at 31 January 2023 to
show the non-current assets section.

Extract of Statement of Financial Position as at 31 January 2023

[2]

[Total: 10]
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3 On 1 March 2022, Penelope started Penelope Storytime and ordere
books on credit. Total cost incurred on this batch of books was $6 800. Included in the

cost were the following.

Shipping fee for the books

Import tax on the books

Wages for staff to pack the books

Marketing costs to promote and sell the books

REQUIRED

350

85
500
265

(a) State one reason why a business buys inventory on credit.

BBSS/2023/PRELIMS/POA/P1/SN

d a shipment of 200

(1]

(b) Prepare journal entries to record the total costs incurred on this batch of books.

Date Particulars Debit Credit
$ $
[3]
[Turn over
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Penelope Storytime uses the First-In-First-Out (FIFO) method to record its inventory. The

following information was provided for the financial year ended 28 February 2023.
2022

Mar 1 Purchased 200 books.
Apr 8
Aug 12
Nov 3
Dec 24
2023
Jan 25

Purchased 100 books with list price $4 300, less 2% trade discount.
Purchased 100 books on credit for $4 000.

Purchased 100 books on credit for $4 100.

Sold 200 books on credit for $11 800,

Sold 100 books on credit for $7 400.

REQUIRED

(c) Calculate the cost of sales for the year ended 28 February 2023.

[1]

(d) Calculate the ending inventory as at 28 February 2023.

—— T

[1]

Calculate the rate of inventory turnover for the year ended 28 February 2023
Show your answer to two decima| places |

(e)
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The rate of inventory turmnover for Benjamin Reads, a direct competitor of Penelope
Storytime, for the year ended 28 February 2023 was 3.74 times.

REQUIRED

(n  Compare and comment on the inventory management of Penelope Storytime and
Benjamin Reads for the year ended 28 February 2023.

(2]

[Total: 10]

[Turn over
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4 Mitchell took a $50 000 bank loan on 1 April 2021.

REQUIRED

(a) Distinguish between a bank loan and a bank overdraft.

following year over a0

-year period. Interest on the loan is 2% per annum payable on 31
March of each year. Mit

chell’s financial year ends on 31 December of each year.

REQUIRED
(b)

Prepare journal entries to record the end of year adjustment and transfer of interest
expense for the year ended 31 December 2022.

Date Particulars

Debit Credit

(8]
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Mitchell discovered that interest payment has been correctly credited to the bank account
but wrongly posted to the bank loan account for the year ended 31 December 2022.

REQUIRED

(c) Analyse the effect of this error on:

(i) Profit for the year ended 31 December 2022

[2]

(i) Non-current liabilities as at 31 December 2022

(1]

[Total: 10]

END OF PAPER
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