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1 Zitsile started a business on 1 April 2018. Zitsile buys and sells goods on cash and
credit basis. She values inventory at the end of each financial year.

The following transactions took place during the first four months of trading.

Date Goods bought Goods sold
April 100 @ E20 each

May 80
June 230 @ E25 each

July 180

REQUIRED

(@) Complete Zitsile’s inventory record cards using the first in first out (FIFO) and the
average cost (AVCO) methods.

(i) FIFO method
Date Goods bought Goods sold Balance E
April 100 @ E20 each 2000
May 80 | e (1)
June 230 @ E25each | e (1)
July 180 | s (1)

(i) AvVCO
Date Goods Goods | Average cost | Number of Balance

bought sold per unit E units of E
inventory
April | 100 @ E20 20 100 2000
May 80 20 20 | e (1)
June | 230 @E25 | | ., (1) 250 | e, (1)
July 180 | oo (@) R () I (1)
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Zitsile is hoping to improve her cash flow in the business.
REQUIRED

(b) (i) Explain what is meant by cash flow.

............................................................................................................................. [2]
(ii) Complete the following cash flow cycle.
1 2 Purchase of goods and
—> payment of expenses

.............................................. (1)
4 Cash payments 3

received +—

.............................................. (1)
[2]

(iii) State whether stage 1 and 3 in Zitsile’s cash flow cycle are an inflow or outflow.

Stage Inflow/outflow

T (1)

B s (1)
[2]

(iv) Suggest three ways of improving Zitsile’s cash flow.

1 PP TPRTTRRRP
2 PR
K TR U PSP OPRRN [3]

[Total: 18]
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2 Bezile buys goods on a cash basis from suppliers and sells on cash and credit basis.

Extracts from the debit and credit sides of the cash book are shown for the month of September

2019.

Cash book debit side

4

Date Receipts Discount Cash Bank
2019 E E E
Sept 1 | Balance b/d 4000
5 | Bank 2000
10 | Monti 125 5775
12 | Sales 15500
16 | Sales 4500
20 | Office equipment 2500
30 | Balance c/d 825
125 6500 28600
Oct 1 | Balance b/d 400
Cash book credit side
Date Payments Discount Cash Bank
2019 E E E
Sept 2 | Rent 3800
5 | Cash 2000
17 | Fixtures and fittings 7100
23 | Drawings 6200
25 | Office furniture 6100
27 | Purchases 9500
30 | Balance c/d 400
6500 28600
Oct 1 | Balance b/d 825

© ECESWA 2019
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REQUIRED

(@) (i) Explainthe meaning of each of the following transactions which appeared in Bezile’s
cash book.

One has been completed as an example.

2019
Sept 16 Sales

Received cash for goods sold

Sept 5 Cash and bank

© ECESWA 2019 6896/02/0/N/2019 [TU rn over



(ii)

6

State the section of the statement of financial position where the cash book closing
balances will be shown.

0711 g o T2 1 F= U g o7 PP

BanK DalanCe .......oooiiiieieeee e [2]

(b) Identify one example of a capital receipt, revenue receipt, capital expenditure and
revenue expenditure from Bezile’s cash book.

Capital receipt Revenue receipt Capital Revenue

expenditure expenditure

[4]

The following transactions were discovered to have been incorrectly treated in Bezile’s books
of accounts.

1 A computer bought on credit from Yee Woods for resale, E4000, was only recorded in
Yee Woods’s account in the ledger.

2 A cheque received from Monti, E 5775, a trade receivable was recorded in Mondli’s
account.

3 Abad debt written off, E380, was recorded as E830 in the books of accounts.

4  Acredit sale of an old office desk, E560 at book value, to Mazwi was correctly entered in
the subsidiary book but posted to the sales account in the ledger.

5 Purchases, E9500, were correctly recorded in the cash book but posted to the purchases
account as E5900.

REQUIRED

(c) @)

© ECESWA 2019

State whether each error caused the profit for the year to increase or decrease and
state the amount. If the error did not affect the profit write “no effect”.

The first one has been completed as an example.

Error 1: No effect

] OO PPPP PP
0] g T

g (o ] SRR
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(ii) Complete the table to show the effect on the assets of correcting each error.

State whether the assets would increase or decrease and give the amount. If the assets
are not affected write “no effect”.

The first one has been completed as an example.
Bezile
Statement of corrected net assets at 30 September 2019
Assets at 30 September 2019 33 000

Effect
1 increase 4000

Netassets [5]

[Total: 25]
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3 Mzee is a manufacturer. His financial year ends 31 July. He manufactures furniture and
sometimes buy furniture from other manufactures.

REQUIRED

(a) State two reasons why Mzee sometimes buy furniture from other manufacturers.

O PEEPPR
2 ettt eeeeeeeeeeeeeeeiiseeeeeeeeeseiaaesseseeeeeeeeeeiaattteetteeeeeaaaa—a—eteeeeeeaaaannraaeaaaeeeeaannrrreees
..................................................................................................................................... 2]
Mzee provided the following information on 31 July 2019 after preparing the manufacturing
account.
31 July 2019
E
Inventory of finished goods 1 August 2018 38000
Revenue 180000
Production cost of completed goods 73100
Purchases of finished goods 13400
Office rates 15600
Office insurance 10000
Factory machinery cost 86000
Office equipment cost 56000
Cash and bank 13200
Wages of office and sales staff 8390
Trade receivables 43000
Trade payables 40200
Capital ?

Additional information

1. Provision for depreciation: 01/08/2018 factory machinery 30000

office equipment 7500

2. Inventory 31 July 2019 Raw materials E15700
Work in progress E10110

Finished goods E32000

3. Depreciation on office equipment is charged at 10% per annum on net book value.

Factory machinery depreciation charged in Mzee manufacturing account was E14400.

© ECESWA 2019 6896/02/0/N/2019
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REQUIRED

(b) Prepare Mzee’s income statement for the year ended 31 July 2019 and show the cost of
sales.

Mzee
Income Statement for the year ended 31 July 2019

© ECESWA 2019 6896/02/0/N/2019 [Tu rn over
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(c) Draw up Mzee’s statement of financial position as at 31 July 2019, showing working
capital.
Mzee
Statement of Financial Position as at 31 July 2019

[Total: 20]
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4 Nkosi and Sisa are in partnership. Their financial year ends on 30 June.

The following information was available from their books:

On 1 July 2018 E
Capital NKosi 30000

Sisa 20000
Current accounts NKosi 9000 Cr

Sisa 2200 Dr
For the year ended 30 June 2019

E

Profit for the year 22000
Drawings NKkosi 10000

Sisa 12000

Additional information

1. Nkosi and Sisa share profits and losses in the ratio 3:2 respectively.
2. Interest on capital is allowed at 10% per annum.

3. Interest on drawings is charged at 5% per annum.

4. Sisais entitled to a partnership salary of EG000 per annum.

5. interest on loan due to Sisa E250.

REQUIRED

(@) Prepare Nkosi and Sisa’s appropriation account for the year ended 30 June 2019.

Nkosi and Sisa
Appropriation Account for the year ended 30 June 2019

© ECESWA 2019 6896/02/0/N/2019
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(b) Write up Sisa’s current account for the year ended 30 June 2019.
Balance the account and bring down the balance on 1 July 2019.

Sisa
Current account

..................................................................................................................................... [5]
(c) State the meaning of Nkosi and Sisa’s current accounts balances at 1 July 2018.

N0 SO PSP OPRR

LT R PP PPTUPPPPPPP

..................................................................................................................................... 2]
Nkosi made a loan to the partnership of E10000.
REQUIRED
(d) State how this loan would be recorded in the books of the partnership.

Account debited Account credited
[2]

[Total: 15]
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5 Sibusile is a sole trader. His financial year ends on 31 August. On 28 February 2016 Sibusile
was concerned about the business’s working capital.

The following information was available on 28 February 2016.

E
Trade payables 25000
Trade receivables 24000
Drawings 4700
Inventory 6500
Bank overdraft 4900
Cash 300

REQUIRED
(@) (i) State the meaning of the term working capital.

............................................................................................................................. [1]
(ii) Calculate Sibusile’s working capital at 28 February 2016. Show your workings.

............................................................................................................................. [3]
(iii) Suggest three problems Sibusile could face because of a shortage of working

capital.

L S

2 et eeeeeeaeeeeeeteeeeeeeaeeeeeeteeeeeetareeeeetaneeeeettaaeeeetaaaaeeraaarranas

S
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(iv) Suggest three ways in which Sibusile could improve his working capital.

Sibusile maintains a provision for doubtful debts of 5% of the trade receivables at the end of
each financial year.

The following balances were taken from Sibusile’s books.

Trade receivables: 31 August 2016 E32 000
31 August 2017 E50 000
31 August 2018 E40 000
REQUIRED

(b) (i) State the meaning of doubtful debts.

© ECESWA 2019 6896/02/0/N/2019 [TU rn over
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(ii) Prepare Sibusile’s provision for doubtful debts account for the three years ended
31 August 2016, 2017 and 2018. Balance the account at the end of each year and
bring down the balance.

Sibusile
Provision for doubtful debts account

(c) Name and explain one accounting concept applied by Sibusile when maintaining the
provision for doubtful debts account.

(@7 0o T o | SRR

g o] F=T g =T (o] o PP PPPPPREEPPR

[Total: 22]
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