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. i) Explam the difference between a fied budget and a flexible budget

- 21

(h)  The following information relates 1o Dube Limited's Production budget for the
yoar ended 30 June 2017, representing 75% capacity which is 75 000 units
s

Direct materials 375 000
Direct labour 187 500
Direct expenses 45 000
and Lighting (including fixed $2 000) $ 000

- Water (30% variable) 25 000

- 4 y
Depreciation on Plant
i -

3 s 54

I

Ha .
ol

( 'A‘"’l',!‘w VR ey
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Caloulate the percentage change for the following production cost item:
) direct materialy,
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State the importance of & inal balance
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)

Lee extrncted a trial halance from his business books s at 31 December
2016. The trial balance totals were $ 50 000 (debit) and $47 500 (credit)
The dilference was entered m the suspense scoount so that he could
prepare the draft financial statements. Net profit for the year was

$20 000

Subsequently . Lee found the following errons:

| The purchase of motor vehicle $5 000 had been debited 1o motor
CAPOIES account.
Deprecistion 15 provided on motor vehucles at 116 per annum on
oonl

| Commussion recerved $ 400 had been debited 1o commission
paid sccount

3 The return of goods wath & value of $ 600 1o Anita. 8 supplicr, had
been debited o Anita’s sccount and credited in the sales account

4 A debit balance in the sales ledger of § | 000 had been omitted
from the list of balances extracted from the ledger
S Sales day book ol $15 200 hid been posted to the ledger as § 12 500
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(i Statement of the correcied net profit
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(8)  State three reasons why the bank statement balunce may differ from the
cash book balance

The cash book bank column of Amos st 30 September 2016 showed a
debit balance of $ 10000 O the same date. the bank statement balance
did not agree with the cash book balances.

The following errors were discovered:
1. Bank charges of § $00 were omitied from the cash boak.
2 A““ﬂl’lﬂﬂh“iﬂﬂbhﬁ.

not been presented .
ST S A““hlw e
~ statement,
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(6}

(c) Amos s sales ledger control account halance of § 25 500 for the month of
December 2016 did not agree with the list of balunces from the sales

ledger.

The lollowing errors were found after checking the sccounts:

I Cash received trom Vimba § 5 200 had been debited 1o her
personal sccount

2 A contra entry of $ 3 600 with purchases ledger had not been
entered in the control sccount.

3. A sales invoice of $ 6 000 had been completely omitted from
the books.

 Discount allowed had been overstated by § 700,

. A chegue of § 4 000 received from o customer had boen
Mummwnwum-‘h
the control account. -
Aw:mﬂ-ﬂdnﬂﬂmm -
in the list of balances. _‘ e
Amﬂucﬂlww&hﬂmﬂ -,f,
was entered  the sales journal and posted as sale o ™
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(b)  Outhine the information needs of the following users of accounting
miormation:

3 h government
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‘ wmmmnnmw
" for the year ended 31 December 2017 R

Mark-up 25%
Rute of inventory turmover 10 times
Net profit percentage M
Current rtio 231

S
Sales 300 000
Sales retums S0 000
Trade receivables 15 000

[nventory on | January 2017 was § 10 000 less than the closing inventory,

()  Prepare the Income statement for the year ended 31 December 2017,
showing clearly mventones, purchases and operating expenses.
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Hen 15 also in the same line of business as Adam. The following
nformation relutes 1o his business for the year ended 31 December 2017

Mark-up 2%

Rate of inventory tumover 18 times
h Net prolit percentage "

Current mtio 35:1)

()  Comment on the profitability of Adam and HBen's business
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