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|l 2017 ACCOUNTING EXAM O
a. Explain the purpose of preparing a Pre-adjustment Trial Balance, 2 marks

b. Record the additional information in the General Journal provided,
Narrations are not required. 14 marks

¢. Itcan be argued that the inclusion of depreciation in the Income Statement breaches a
qualitative characteristic. It can also be argued that the inclusion of depreciation in the Income
Statement is supported by another qualitative characteristic and an accounting principle.

Discuss. O marks










2017 ACCOUNTING EXAM QB 12

. ‘Question 8 (15 marks)

Tippy Toys is a new business that will commence trading in July 2018. Sales will be on a cash basis
while stock purchases will be on credit. Credit terms are 5/14, n/30.

The owner has provided the following estimates for the six months ending 31 December 2018:

» Sales (all excluding GST) are expected to be $25000 per month from July to October, then
$45000 in November and $65000 in December.

~ The business will use a mark-up of 100% on cost.
~ Stock purchases are budgeted to be $130000 (plus GST).
«_Creditors are to be paid promptly and the discount will always be taken. The Creditors Control
balance at 31 December 2018 is estimated to be $15000.

~— Wages expense is expected o be $7000 per month, payable fortnightly. An accrual of $144

will be required for wages on 31 December 2018.
w—Advertising of $2000 (plus GST) will be paid in July 2018. A further $9000 (plus GST) will
be paid in November for a three-month advertising campaign commencing 1 December 2018.

= Insurance for the first year will be $8400 (plus GST), to be paid on I July 2018.

= Shop rent is $2000 (plus GST) per month, payable four months in advance, with payments
due on the first day of July, November and March each year.

* Shop fittings costing $45000 (plus GST) will be purchased on credit (Inv. Z243) and ready for
use by 1 October 2018. The shop fittings are expected to have a useful life of five years and a
residual value of $15000. The shop fittings will be depreciated using the straight line method.

a. Calculate the estimated Discount Revenue for the six months ending 31 December 2018. | mark
b. Prepare the Budgeted Income Statement for the six months ending 31 December 2018. 8 marks

At 31 December 2018, the Bank account and the GST Clearing account in the General Ledger will
both have credit balances.

c. Prepare the Current Assets section of the Budgeted Balance Sheet as at 31 December 2018. 4 marks

d. Explain how budgeting improves control within a business. 2 marks




