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PRINCIPLES OF ACCOLUNTS 708710%
Paper 1

26 August 2021

1 hoar

Candidates answar on the Guaestion Paper.
No Additional matarials are required,

Seltar: Mrs Tang Laf Chan
READ THESE INSTRUCTIONS 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.
Parants

[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 racorded in the inveniory and cast of sales accaunis. No

ofher 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
Kuo Chuan Prasbyterian Sec Sch
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(b Complote the tilowing table 1o show-the efect on profl end sswels oF Cometing
ooy 2 and 3: maaigihrhﬁ% "

i1 I - o " P -
3
o
The-foliowing transacions wok place duting July 2021 !iﬁ.ggw..%
T zam .
T 1 Lomtin

15| Bayoros paia Fa Ba 5000 by chedion. _
_ ,.ﬂld&%ﬁﬁmﬂu&tgfggxsgg%.

54 | The Dank TeIUMed Boyorows Chaque dus to Insuficient funds.

"T1ia balance on Beyonce's Account way still putstanding atihe end of Fa De's business
finianeia) yearon 31 July:2021. Fa Da decided to write +his balancs offinfull,

REQUIRED
{c) Prapars the journal entry to write off tha outstanding balance at 31 Julkly 2021, A

nassation is required.
Generat Journal
FDute : Particulam . Orisy i)
 harcation:
4]
K Chiei Prashytiiian Sez Sch
whos Sacondsry 45 Prelirinary. Gxam Principles of Accounts Papert [Turover

- () Explain
repuivables.

én%?&%ﬁ%%ugﬁﬁ_%i&g

g

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

impairmant of trade rcaivabies.

Kuo Chizki) Prestipiecian Sec Sch
202+ Sucondary 4E Praiiminaty Exem Princighes of Aceounta Fapet 1
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5 5

2 The foliowin
asse ,
’ agn_rwsa-ascﬂﬁ._g. busineas on 30 Juna 2021, . Jacques's current ratio on 30 dune 2020 was 201,
Equipmant 15 ”8 REQUIRED
" Long-term bank foan 8000 {b)Give three pasaible reasons for the changs in iha current ralic- batwesn June
Iy 202G and June 2021,
ventary 8450
Trade recaivabies 27 460
Trads payables 21 10 k
Prapaid expensss 1430 2
Bank overdrant 7800 3
Cash in hana 870 =l
The following information about Jacques's business is availabla:
REQUIRED
{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
damand,
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
2 to improve the iquidity of the business, Give reasons 1o SUPRORYOUr ANSWars.
{1 Quick ratie to two decimal placss, 1. Action:
mommna.
B
2. Action:
Reason;
]
[Fotat: 11]
Kuo Chi t Kun Chuan Presbyiaran Seg Sch
m%W_m. .E: maww«mﬂb—_..moo anmiiﬂ iplas of A Papar § [Tumaver 2021 & dary 4E Preln ¥ Exam Principles of A Fapar t
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W
, £ 2021
_ Ei&sa%%*g&
’ 3 e totowing o—— s L L L @ @ Comienie
Meaced e oRpitad 200 000 stisn 200000 ) 3]
Rtioad samirgsat 1 August 2038 000 ,
Profit for the year snded 31, July 2021 40000 o §§%§§§4§3u
Additional istormation:
1,0 31 Juty 2021, @ sl dividend of S0.23 pac shwrw weas cwolared and paict o ol E
.ﬁ,?a.igrgﬁisgﬁgﬂ:%;!_g%? . o
‘thareg were aoid g 1y pai ) g%%ﬁs%&iiﬂ%%%ﬂ%&.E.naﬂ.
AEQUIRED
fay  Defiom:
) Retsbwd aamings
(U]
. ) Diidends _ _
: e
[Totat: 11}
e 1
(b} Prapurs the journal extiies for kems 2 and 2. Narations are not required. o
General Jourhal
T Particgiars T oeh | Cr(s
2021 _ —— END OF PAPER
BETEL .
& )cca A
Keie Chuiar Frwsbylarian Sec Soh-
iy SE: Preliminary Exam Principies of Actounts Piper 1 [Tumover x:ang-:wﬁveswa!.manmg
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KUD CHuan PRESBYTER
B 2021 Brolimingr o TE AN SECONDARY SCHOQL, -

..x. wonbnawa_ 4 Express

NAME m ]
INDEX NUMBER BH..._

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) 200000
Retained sarnings 1 Aptl 2020 25300
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 00a
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
(ay  Prepare the stetemaent of financial
. T prvey 3 performance of gqﬂﬁrsi?mﬂuﬁs
@ the of f oF Tink’ »
» W..M-mm“. sistamant.of financisl poskion 6f Tink Tonk Uimited a3 ot
el

{Totak: 20]

2 m!.ﬁoov.. Singihset up.a-nww business. ;onv1 danoary 2029, 1 Buy and sell spoets:
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
{a} Propare-Sandeep Singh's cash at pank-aceount on 1 January 2020: Bring

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

Shandeup Singh has been swcing far stvaial suppliors snd has finally s .
sippiars, ATAS o anf Cisssioo LIS ATAS Co's 8 locs! pusiness whareas Classics LS. |8

et in Indorasia.

 Duat ¥r Singh,
Thantyou fo Yo 4niy. .
W oy shostten et iocs wnd ntiroatond
rands of shaea: They tuit of vrgbutwaan  §
4055 wad S50, W sfwrwdy ot of 30 popils bands. - : k
s e retar e i viakig s sk | i :
- ank Sor yumpies it - F] caghonly ¢ Ready shig jruss Qispeechf f
W st hothoash ™ A ot .Eg;.squuﬂailaaiu :
| crromers me entitied 1o 8 Sdey crestt pariod, week
!-.!:?%sgs;ié
onyuati of puithais, - Sibect brands:
i.vsnsitnaicu,os ] L adioss  Ganvarse Karton
Yours ncerely : Acher NawBesm  Yoner
Propre 3| nwpan  Aacls Heade
. sabes miandger ot ATAS ST G0 i f [Nken  Skeen Reemok |
i - Puna - Sannger Kehs :
REQUIRED
(o) [Lookst 5...“@3&3 %ﬁ.uiiﬂuﬁ?& Sandeap Singh which supplier.ire.
should choass, J your snsuers with reasons. il
. {Totat: 14}
* Kup Chusn Presbytertin Se¢ Séh
{Turn over

2074 Bacandery 4E Praliminaey Sxum Prinaiphes of Accounty Puper 2
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]

3 Wolwet L&t was
Brovided CONsiiang the purchase of one of w0 businessss, Business
the folowing informasion for e Mnancist yunr enced 30 September 2031 A

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
i8]

{i} Profitfor the year
(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

paper,
Calculations for Business B has been done for you.

Surnmarised informalion for the yaar ended 30 September 2021
Workings T Business A_ | Business B
ﬁ 30.13%

?v \_ Gross Profit % mark-up \_
fily | Profit % 1o sales revenue \
“
N

* 12.15% &

|

\ .

\ ‘ 11.58 E:amL
|

(i) | Rate of inventary tumover

h am.ma._w\\

T?.. \mnﬁa:s_ﬁaggn%mn:@

{5

{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)

Explain twa differences betwaen capital expenditure snd ravenus sxpsaditurs,
1L}

)
{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 Reasen
. expanditure
{i¥ | Cimqua payment of import
duty for new machinary.
T | Paymwnit of lnsurance of |
| deiivary vahicls.
4]
[Touak. 0]
END OF PAPER
Kuo Chuan Preshyteran Sec Sch

2021 Seaondacy 4E Prefiminary Exam Principles of Accounts Paper 2
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KUQ CHUAN PRESBYTERIAN

2021 Preliminary inaticn SECONDARY mozowﬁ
Secondary 4 Exprass

Principles of Accounts

Paper 1

Answer Schems

Answer all questions.

t The trial balance of Fa Da's husinass halanced on 31 July 2021, However, the
fallowing &rrars have now bisan discovared.
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 [ 150 ]
‘ Sales ravenue 1300 [1)
_mn_minuxuq:«oa.__ 800 x 2) Y YT
_ Cagh at bank . 30001}
T Office equipment 800 117
Office equipment repairs &oe {1y

_
_
‘ _
~ ]
L 1 _ |
o

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.

Effect on assets

Error

Effect on profit

1. Imcease Dacrease

intrease.

1

v

4

<1

2

1

ks

HF

i1l

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

4

2027 .

July & | Goads, $2 100, wera suppliad to Bayonce,
15| Beyonce retumed Taully Goods, costing 5280,
18 | Beygnos paid F2 Da $800 by cheque.

- 22

Bayonce paid Fa Da the outstanding balance on hia account by cheque.

24

The bank retumed Beyonce's cheque dus 1D insufiicient 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
narration is required.
Ganeral Journal
Date Earticulars Dr (5) Cr{$}
2021 fmpalrmant iass on tade receivables TZ20 ]
Juf 31 Fi1
Trade receiveble - Beyonce 122011
Naration:
To write off the: balance ewing by Beyonce [1}
D]
Ko Chuan Presbyledan Sec Sch
frumover

2021 Sacondary 4E Preliminary Exam Principies of Accounts Paper §
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X

: gmé_%ssn business tmay decide to make an alowarios for inpaimentof mde

“This o w :Egggggzgig-zgsg

o ?B#nasgaamwa«?iaiﬁgs%

5»53.3&36389.35»3‘35;55.%%

TE

" {# Noam one acaaunting teoey which fs appiied when making an aliowanos for
%ﬁaﬁaﬁngaﬂgiﬁ

_xeong;gi!wsu& [Tumovar

202 g;mv%gu%gaai%g‘

. _ 14 husiness on 30 Juna 2621,
it and ilabiilisa were In Jacquas: !
2. The folowing assels $

15.400
Equipmant 8000
bark loan
”.aag 8450
Mm& . 27 460
. do receivables _ 24 100
Trade payabl
,, ﬁﬂa 1420
. . Baink overdralt 6%
Cash In hard 670
REQUIRED
a) Codcrilatie the foliowing:

1) Giirronit ratiyto twe decimal places.

(i) ok Fillo ¥ two decimal pisoss.

. 30 000 - 38 450- $1 420 = 528 120011
. ek ratio = $28 1307$28700=0.88: 1011 ..

=iz

Kue Chugh. viaw..mn_s BecSch . ¢
2021 Secondary ggggﬂ Papect ' H—.:u?ns_.!.



BP~291

s
Jacques's current Bmm.oa 30 June 2020 was 2:1,
REQUIRED

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

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,

1.

2, Purchase excessive inven on cradi {hi
3.

4.

, ) 3]
The following 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 cradif,
3 The business purchases its invantory well kt advance lo meet possibie

demand.
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

amount.
Reasor: Prevent cash being Sad onta unsold inventory and to mirimize

risk of damages 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. Actiors: Change its salss policy to includa cash sales for those who are.not

reguiar customers or creditworthiness is i 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 Proshyterian 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

Adciifional Infarmation:

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 sold and fufy paid.
REQUIRED
{a) Defina:

{I} Retained eamings

Al the profits or losses made by a private limitsd company from the
beginning of fis operation-and that hava not been distributed to the

‘shareholdars.
4]

{iff Dividends
Portien of the profits distributad ta the shassholder,
n
th}  Prepams the journal entries for Rems 1 and 2. Namations ars not requined,
General Journal
EI_ Farticulars [ brisi it
201 | [ _
~ Jul 31 | Dividends (200-000 x $0.25) ‘ 56 000
Cash gt bank ‘ 50000 -

Cash at bank (80 000 x $2.50) 200 000
Issuad share capital

[
|
[ Aot
‘
L]
f

Kue Chuan Frasbyterian Sag Sch
2021 Secondary 4E Preliminary Exarn Princioles of Accounts. Pager 1 [Fyrmover
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fe) (I}  Calulate the lssuad sham copitat on 1 Augtat 2021, -
‘Issued share capital-on 1 August 4021
=:$300 000 + $200 000= $500 CO0.1]

m

‘Retained sarmings on 1 August 2021 % $50.000 + $14¢ DUO [54] -
. I .l.ﬂ.‘—ﬂ,ﬂ...:".._ IO
H|
() Prepusan extract of the statemant of Ainancial position as &t 31 July 2021,
Statement of financiat position as st 31 July 2021 {1]
‘ 5
[ Sharehoiders’ Equity
Isaed share capital 250 000 shares swooo0f] |
[Fominedeamings 7000 T
Totsl aharshoklers' equity B . 670 000
[
n..uﬂ_".“&
—END OF ANSWER SCHEME
Kuo,Chusn Freabyterian Gec Scb

2021 Secondary 4E Preliminary Exam Principies of Accounts Paper 1 [Tumovaer
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KUO CHuan PRESBYTERIAN SECONDARY SCHOO!,

21 p
mooan.ﬁ_ww:._«smﬂ!.moxauaﬂﬂgo:
Princlples of Acoounts
Answer Schama
Paper2
Answer ail questions.
1 (a)
Tink Tark Limited
_Statement of financial performance for the
$ 3
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} 26 800 [11
] ] 3000011
095 2]
-l
{153 095}
142 405 I JOF]

1 )
_«E T Tok Limited
"] Net book value
(%!
260,000 [1]
Motor vehicles 165 000 68 600 98400 [1]
358400 |
Cash af bark 22 600
Invartory _ 20 490
 Prepaid rental expenss (338 000 x 3/15) | 720011
Trade rsceivables (332200 - $300) 31600 i
Less aliowsince for impaimnent of bads - {1 595) w
| recaivablas ($31 800 x 5%) :
Net trade recelvables 30305 [1] 88?%
Jotnl assely 438008 !
FEE.BE )
| Sharehokders' 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 sharehokdars* equilly 17605
_ rent abi ,_,
52 00011} ;
penses payvabla. €00 1] ! w
Curent of ligh 8.000 [1] ,
 Dividonds payable (200 000 $0.25) 50.000 {1}
Interest expenee payabia 1800113 A
- $1 200 !
Trada payables 8700| 68300/
Totel shareholdars” squily and liablitkes 438005

Kut Chuan Presbytarian Sea Sch

2021 Secondary 4 Praliminary Exam Principles of Aocounts Papsr 2 Ans
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L e fRealopene i 120000m}, . 913000 Dx]
4 [HanlyDavidsos Mot {12%x | 1 soom| twresenr) -} . —
: — _ : o variot " |ste has mors inagels and brands o chooss

"' 2o Renommndation = ATAS COL)

. e Rpee- eT—— .
: ‘overstock unnocessary f this information i

| "1 . demandcfcanain brands.

oo : . Cash atbeok account = — - _ : A ,
L . R . Cris) T .ili.l@l. ReASTNS " : L;I;Iamawom!ﬁn& astha
1o dans [ capital - _ e e P rod. ; Trits is @ cheapss source of supply, a8 i
B R rerre— 10500001 . Treptioormnguaflrad by Classled. | L prios s maimum price afe A" |

L / {ong-twm borrowing 2s000111] 1 3250000"] _ than that offared by ATAS Ca: This sllows |
. —- b . mgno%s%gigﬁ.%wg

: , 53«5&.&5&&83“5&%%

mpa

L__san2] Buanca big — , , l T orowpiny S »w,m.*!nmi:ai%.&%oi« {rom This heip it his b as he can
_ . - . “brancs, A stock up wit 2 bigger varlety to offst Dl

w _ | |
[1)] nm&ﬁ%:nh%.i?;wiige?g?
(i) Comctit ransaction — 8 wansaction whately payment i datayod or made In the
. futare. [1] . . :

___,_sa.sﬁufis?an&
3. The shoas:are In stock arid‘are rwisdy | Tha buslness can recaive the goods within a
1o ba shipped.. : fow-days and théy can siways raplenish

R “sincics quite quickly,
& They ure il popiler bisnds. “This will give an ea to Sandeep as to how ,
: o [ rraich and what#ixes snd spacifizations fo :
‘orderio mest demand, He does notnsed 15

ATAS Co

1, Credit period —company ailows ‘Alonger credt period allows him mafe time :
tortiste 30-ay rodh périod 50 thet | 2 get shough cashflow to maks payment, i _ sirusdy avaliable.

| thaycanteke a longar time in repay. mipacially when b Just starisd business and | , _ bles :
. mpoimtoWing. — S ST money i gt oo _ »&u‘iﬁigéatﬁﬂwéﬁf-Eaa:sirm.%_!!nﬂ
2. Sinow Rty s kical supplier, itis sasy to “The businass can stotic up Smmsddlaisly f reasonm with Fsievant justifieations, award 2. each. ,
. getutoio iherd Is. o wirge In thiere:is:a potential damand for certain:madal, _ » _ ! marks
‘waﬁaa.&:u. widing an siock-out sifjation, Which
2ii} ‘of i riosel
3. Fiotuns poficy - customers an Sandeos will b sbla to-retum dsfactiva
‘aliowed oraturn the defective shoss | goods.and hevelhem replgond immadiataly
I within' 1weskof purchase. since ATAS Co. ls.alocal company. This
1 Incressas:his falth fri the company, ]

| 4. Thitiniress aliows Sandeep io ‘Iiis-aligws the business fo-have an sctual
: preview the.shoss bafore punchasing. Jook atthe modelsand fit hefore deciding on
the purchase. Thix anables Sandssp to make:
& bettar judgament of his purchase nstead
1 ofjust] atihe wabsile.

Any'3 roleyantreagons with reldvint justifications, award & imarke. Each relevant
‘peiigony With relsvant Justificstions; award 2 murke aach.
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3a)
) Tumover » Grogs Profit 7 209 w
() Costof sales = Turngyar .. %auwwﬂwu? 20% [1] = $198 000 §1] -
= $188:000 - $39 800

= $158.400 [1]
25 Profit forthe Yesra $30 800 - ~[{%8 500 - - $300) [+ (812 400 + 5600} {13}
Totai: § ™ 520400
—Summarised information for the yeer ended 2018,

- Workings Busingss A | Business b
) | Gross Profit % mark-up $38600 % 100 75% [110F] 30.13%
A $158 400

{1 Profit % to sles revanye $20.500 x 100 10.30% 12.15%
] $194 000

{8} | Rate of brventory fumaver $155. 400 Mﬁﬂaau 11.58 times

$17 750 )

{v) | Rate of returm o owner's equity | 520400 . X 100 10.73% 12.50%

{5185 000 + (5 180 000 + | [140F]
$20400) 2 1)
¥e) s

) 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 Presbylarian Sec Sch
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- ga&zﬂ.ﬁuﬁﬁgﬁnmﬁgw_uaxﬁn_a_sgsaqaa N
afficlantly than Bustness A,
Award 3 marks for any 3 poinis raised,

d} Rate on refum on ownar's equity
- Investors are petting a higher retum of thelr investmant in Business B then in

Business A
. Business B hus & rate of retum on owner's equity of 12.60% an.compared to

Business. A'w 10.73%.

- ??aﬁuﬂ?gg:ogma«&::ﬁ:ﬂ:«.ﬁ%ﬁ»:!m%ﬁ?

- Italso suggests that for svery $100 invested In the Businass 8, the Investars are
gstting = teturn of $12,50 a3 compared to $10.73 n Business A, if the dsk

asasossment is the same.
- Award 3 marks for any 3 paints raised.

NB: STUDENTS NEED TO CHOOSE ANY TWO TO COMMENT. DO NOT MARK
ADDITIONAL RATIO SUGGESTED.

Kue Chuan Presbyterden Sec Sch
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. * o ,.ﬂb_&x_m.ﬁ.ﬂ.ummﬁ«o
‘% ‘Playmentto buy not-current assets that |

3

4

.. 4{a) Effects on profits ~ profts forthe year will b understated by $8 000.11]

e differenchs.between capital sxpenditure and revenie expenditure:

: z-e.:imi%?i.

1 . tanlastfor mom than ons acociinting

% Payments thatincreass the valu of the:

: :oaéﬁ!nguﬂ_!ﬁa.aueﬁ
m«&r&ﬁ%&.g&nguﬁoﬁ

- pempanentiy ‘

1. 3 Paymentof one-off: g4 which

consiitutes the tost of vy Hoppument |

. b Appesrsin the statsment of financlal

i posftlon as an ngrease 1o the valte of

_nan-curtent asesls.

¥ Prymeit Tor day-to-dsy running .
costs OF Xpenass ofthe businass,
. usuallyconsumed wittiin oné
_ asequnfing pariod. _
‘3¢ Appenss in the Final accounts
,AS-@.:%».&;.B:&- :

1. ..Muo%_.as-:n-.w.-n,wiu&n%&

profits.

| # m-i&.giauo%%ao,e

.3 Eg.Motorvehicle'expanses,

wages, fent; stationery, insutance,
prchasssand etc.

" 3 Eg. Motorvehicls, Machidery,
" “Exquipment; Fumitureand ste.

- iy two diglinctions imicla, aiard 4 marks, Aglexr
swarsd full arks.

distinction st be made in order fo b

ey

s

|| Chioqs paymentof inpart | Capiale
| duty for neny mmachinery. 41y

i .. Tranaactions. Typeof , Reason
wxpand . :

o ,w:vonmﬁm-.mignbm
axpandiizire which forms:
gart-of the costof the new
-myachinéry, which has future
productivecapacity fofthe -
‘business, f]

_. ”E %B&#ﬁ:ﬁ:ﬂba Ravenus
delivary vehicia.

expenditura {1] as Insunce will be pald'on

T his is:a paglirting expenss

| thw dntivery vehicie-ana
Yreguiar basis, 111

— i END - OF ANSWER SCHEME -~
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