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- Communicate factual information, opinions and
suggestions in a logical and coherent manner using a
wide variety of appropriate business terminology and
presentatlon skills
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ALL questions In this section are compulsory.
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Q.1 - ACCOUNTING CONCEPTS
eERA

(a) Define “Realisation concept™. 35 i "#MARXR |, RRIHEH -

(@)

Based on realisation concept revenue should be lecognlsed onl\ when goods are dispatched and
accepted by the customers, . (From DSE2018 Q7(b))

(1)
BREUAXRER KBS BAROHETRER B A ENET » 25 ROPBB R4 T FAHR -

(b) Under the realisation concept, name one situation about despatching goods to customers that
the sales amount should not been recorded in the financial statements during the year. £ i

—HRELRHLELPAMN  EURAXARRT S RBLABRHAE FHBREAAHR -
(1 mark)
()

Goods is sold under gales or return basis or goods in transit (the seller still have control over the
transferred goods). 1)

RS8BT R B HIARR Y (RAVHRBRBOR DAL ZWH) -




Rachel started running a voga centre in Kwun Tong Industrial Area on 1 July 2021 launching
different yoga packages to customers, which financial year ends on 31 December.

2021%7A18 » BXARBL XEMBLEE MY & > AF L RBTFE @R - F P M
BEREMNI2A 318 &£ & -

(i) Rachel used a business bank cheque to buy a computer at a cost of $80,000 which was equipped
with the latest advancements in technology. The market value of this special computer has
increased to $110,000 because of its popularity. She instructed her accounting clerk to record

the computer at its market price in the books jj order to have anon-currentasset gain.
BADLCEBRITXRBE— ST » & 43$80,000 26 TRERMAA RMARKAME - b 2
BRABNNHEATHER T RG> BebF EMwESFI0,000 - ARBIEL FHARRLEET
BERT ARtk BT XN RS T A AN -

Historical Cost Concept # £ & A #3 (1)

Under the historical cost concept, business transactions arerecorded in the accouning books
at the transaction price--that is, their actual cost at the time the transaction took place. (1)

EBREBEAMET ' EBXHIBAXHFRBLE  XHMBFPXHBLFHXRALR ©

Historical cost is the amount that is originally paid to acquire the asset and may be different
from the current market value. Although the market price of the computer has significantly
increased, the amount entered in the statement of financial position and other accounting
records would continue unchanged at the cost of acquisition. There should not be any non-
culrent asset gain for the year. (1)

BB ARREAARBRAMIAALER  TERAAFTHRRLAE - BRELTHY
THRRCEBARLA  ERELMBEARAR AL LEOLTAXREAME 24 &
RRBHEAR - RER A EMIER #);




(ii) As social media dominated largely nowadays, Rachel created business accounts in different
social media. She has hired 10 yoga teachers. They not only conduct yoga classes, but also
regularly share yoga practice and knowledge online in order to become influencers and promote
business of the centre. As at 31 December 2021, there were total of 30,000 followers adding

fl om all social media business accounts. Rachel wished to record the companvy’s good online
in the i ial stat I

BB MAIHMLEE RN ERARFHAEZTHRMRT 2 XRA - wHHT 10254
BAMHAL BLBGHEREEAP CHEBIIR LERMARL Y F MR E Fololl

AERGHFERET CHEXH - RE20214128318 > AR RO KRAAMNEF LA
30,000% - BB A FILB LS o

(c)(ii) Money Measurement Conceptiyf ¥ ¥ & E % 1)

Only transactions that capable of being expressed in_monetary terms are included in the
accounting records of an entity. (From DSE2013 Q1(a)) (1)

SRR A ROE—BEARFERIRHXH -




Q.2 -DECISION MAKING

SRR

Jenny Company manufactures and sells “Super” chocolate, which is currently sold at $100 per box.
The variable manufacturing cost of a box of chocolates is $35. Finished chocolates are transferred
to the packaging department. Packaging cost of $15 is incurred for each box of “Super” chocolate.

BRANEEFYE "RBA, AFH B HAERSN0LEE HR2 AT/ ORGSR K35 -
UBROEREN FRBICKIM BE "BA, £F ) HOKRKAS$15-

In December 2020, the management of the company considers extending its business by increasing
more machine hours. “Super” chocolate is to be further processed into “Mocha> chocolate, which
on average sells at $165 per box in the market.

2020412 SR NHEBERFRANE SMBFRARHRES - "BA, AEH B E—F /o
IR "RFIEEN  THLER "EF, K5 N HFHEMAI65-

Everv_3 boxes of “Super” can be processed into 2 boxes of “Mocha”. In additions, further
manufacturing cost and packaging cost of “Mocha” are S11 and $17.5 per box respectively.

No additional fixed cost will be incurred for the production of “Mocha”.

#38 "B ThI 28 "BE o #kS BETEF HANIREREAPOEREST A
$117$17.5- 2 & "B+, BEFRARIGHE AL -




(a) Explainwith supporting calculations whether Jenny Company should produce and sell “Mocha”
chocolate instead of “Super” chocolate. S EB R AN KFLAFHE "R+, 54 URRK

"RRLEEN BN BIABGHBE - (4 marks)

3 boxes of Super 2 boxes of Mocha
Chocolate Chocolate

JERBRARETSN 28BF (TN
S S
Selling price & % 300 330

Less & -
Variable manufacturing cost 105 105
BHAS ALK (S35x3)
Packaging cost &, ¥ & & 45 35
(515 x 3), (S17.5 x 2)
Further manufacturing cost 22
AT WG AL (S11x2)
Contribution margin % B 7 # 150 168
Profit / Gain #) 8]/ k4§ X

As “Mocha” chocolate generates a higher amount of contribution margin than “Super” chocolate, its
production and sales are recommended. (0.5)

GRBFAE N O BETREARRBAAEN & SR REEPHERF RSN -




Finally, the management of Jenny Company has decided to produce three types of chocolates, which
are “Super” chocolate, “Mocha” chocolate and “Good” chocolate in order to provide more choices
for customers in 2021. The contribution margin of each box of “Good” chocolate is $80.

BRANAEERRBARE22NFREA=ZMEE N 2R "B, kFH ~ "RF, &%
Hi TR &EH URAMERRESBE -8 "R 555 o P Ak A $80

Jenny Company has 3 maximuim 040,000 machine hours available each yvear due to the tight budget.
The required machine hours of one box of “Super” chocolate, “Mocha” chocolate and *“Good”

<hocolate are 0.4 hours, 0.8 hours and 1 hourrespecfively. The production cost of “Super” chocolate
and “Mocha” chocolate and other fixed manufacturing costs remain unchanged.

ANFANRE BRAAVBETHER HMBHH 40,0005 - B4 "TRBR, 4EH - A
F 4kt hf TR ENMEARBSEEIHB0.405 0.8 FRNE TRBA kE

VECRD SRS P LY SEEIA VS EYES TS K

The sales forecasts for 2021 are as follows 2021 £ K &9 6 R4 TF

Super Chocolate Mocha Chocolate Good Chocolate

BRAEREAN B¥iEN R¥FEEN
70,000 boxes& 14,000 boxes& 20,000 boxes &

In January 2021, Jenny Company lias signed a non-cancellable contract with a loyal customer fo sell

8.000 boxes of *Good” chocolate. This sales volume guaranteed in the contract has been included in

he sales forecasts of 2021.

202118 ' BRANR—QERMELRITT —HATWMS 454 » #488,0008 "R, %EH -
BoHREBOHYHEHICHN202IFEAHS 8 AN -




(b) Calculate the producfion quanity for cach of the three producs in 2021 in order to maximise

the total contributions of Jenny Company at its full capacity

FHRHE=ZFAE S22 SR AL ABE REBBRANARATLE A THHRAAKE
;- (4 marks)

Product# 5%

Super Mocha Good
Chocolate Chocolate Chocolate

AR A R ¥
k&N k&N & hH
Contribution margin per each box $50 $84 $80
FLERAR

Machine hours required per box 0.4 0.8

BESTRAMEFH
Contribution margin per machine hour $125 0.5 $105 0.5

BMB P FOHERAKR
Rank#t - 1 2

Machine hours Production quantity
required 4 A 3 ¥ (boxes)
i % 6 B R
Good Chocolate (with contract signed) 8,000 8,000
R¥FEEN _(BRERT6E55)

Super Chocolate&8 L4k & /) 28,000 70,000
Mocha Chocolate &+ %+ / 4,000 5,000

40,000




Q.3 -YEAR END ADJUSTMENTS

MREEE

MW Hotel started renting out accommodation capacities and hotel conference rooms since 1 Januarv
2017. In the year of coronavirus pandemic, the number of foreign tourists has significantly dropped.
MW Hotel’s business was severely affected and the management decided to offer a variety of
staycation packages to reduce the heavy losses. € prepari ] for the

year ended 31 December 2020, the accountant was asked to prepare journal entries for the following
transactions:

E3BEEA N1l aeMehaBEEEEFtRE ARKAERAKRTOEE S E
BEARARTR  BEBENEXBRIREVE RRTEARARRBIALHERR

(staycation) £ R ARAMERAHR . - £HUBRE 20205 125 3l B L F R AMBREZ A » 2
GEREHARKRUUT RS 9B 20 dk

You are required to ff ¥ £ K :

Prepare necessary journal entries to record/correct the above transactions for the year ended
31 December 2020. Narrations are not required. & ¥ /& 8 oo dfiesk/ P E L |/ E 2020 £
12A 31 BLFREGAXH - BFERHA - (8 marks)




The allowance for doubtful accounts as at 1.January 2020 was $48,600. The accountant has

prepared the following aging analysis to adjust for the allowance for doubtful accounts as at
31 December2020. 2020 ¢ 1 A 1 B % 8,600 - #3t AR G5 oA T il o #7
FEEAE 2020 £ 12 5 31 B e~k E e -
Amount of trade receivables
as at 31 December 2020 Estimated percentage
Period outstanding 2020 # 12 /A 31 8 65 of doubtful debts
A B KR Y T2 &% ] IR 3 R P F
$ %
Less than 1 month 532,000 1
v 118A

1 month — Less than 3 months 98,000 8
11988 - »#» 3M@A

3 months — Less than 6 months 20
3@A - V»6MA
6 months and over 5 S0

6M@A &AL

In December 2020, the company received a2 chegue of $9.200 in settlement of 2 _customer’s
account which had been written off in 2019. However, the account clerk onlv _debit bank

aAccount and credit trade receivable account for this transaction. On 31 December 2020, the
management decided fo wyite off debts of $10,600 owing by customers for more than a vear.
2020 % 12 A » B KB _hAH P )89, 200 i,;k wtsgﬁgﬁ et 2019 i
B i th - AR BA lﬂ#lﬁn g bk Fo & 30 A Kk - 2020 # 12 A 31
B rEFRRAZE 10 600




The Journal ¥# i§ B i ¥
Details 1 &

Allowance for doubtful accounts 5% #& ¥
Allowance for doubtful debts X
Trade receivables & i | 2

Trade receivables & i | 3k
Allowance for doubtful accounts ;% #& ¥

Bad debts expense 3 #%& § A
[$52,860 — (548,600 — $10,600 + $9,200)]
Allowance for doubtful accounts 5% ¥k &

Allowance for doubtful accounts 5% #& &
S
Trade receivables J& ¥ & 4k 10,600 Balance b/d A& L &4

Balance ¢/d &8 TF 52,860 Trade receivable — bad debts recovery
'S E & {340
Bad debts expense & #% & A

63.460




(i) The company sold staycation packages and received reservation fees in advance. As at

31 December 2020, rental income totalling $190.250 was received in advance and recorded as
rental income for services to be provided in early 2021,

BRAMNBERBERERAURANTE - RE 2020 # 12 5 31 B FlAmSUAR
190,250 » S ffa i s A 2021 B o

(i) Rental income 4 ¥ # 190,250
Unearned income/revenues 3 W 3 / < 8 i ¥ v 190,250
Income in advance F ¥ i & v
Prepaid income / Prepaid revenues X

Rt / RARAX
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(iii) The company acquired air-purifiers which were installed in all hotel rooms and public areas.

The following expenditure were incurred in 2020 for the equipment by cheques:

GLNMEZAMBERRABEARAFEATRT - RBLEHAMWATILEDT
4 2020 £ A% F X AT -

$

Purchase cost (with 10% trade discount) 2,500,000

ME AL (M 10%% 5 H7de)
Carriage inwards (delivered on 1 February 2020) 7,000

MEER (722020428 1 8ikd)
Installation charge (completed on 1 March 2020) 28,000
ZERA (#2203 18%x)
Safety test fee (completed on 31 March 2020) 90,000

E2RERA (202043 A 31 B RA)
Maintenance fee (for 2020) 25,000

&% (2020 +4)

The residual value of the equipment after its gstimated useful life of 8 veals is expected to
$75.000. HE K oA AR AST5, 000 £t H FRA 8 F -

Equipment % #§ 2,375,000
(2,250,000 + $7,000 + $28,000 + $90,000)
Maintenance expense £% % % 25,000
Cash at bank / Bankv' 4847/ & 2,400,000

Depreciation expense — Equipment 37 ¥ ®H - & H% 215,625
[($2,375,000 — $75,000) + 8 x %/12]
Accumulated depreciation — Equipment 215,625
Ry HE -




On 1 January 2020, the management found that furniture costing $10.000.000, which was

purchased at the commencement of the business, ¢ould onlv be used for 4 vears further. No

sarap value is expected. The company adopts straightline depreciation method. The original
Sstimated useful life of the furniture was 10 vears.

20204 14 18 » F2RHFANMEHFREAS$10, 000,000 MAHWRAREREA 45 A
HAHRME - SAARAAGEH AV R - ELFAB A e9EH ERA 104 -

Depreciation expense — Fur . 1,750,000
[($10,000,000 + 10 x (10 — 3)) 4] |
Accumulatd depreciation — 1,750,000

18



Answer TWO out of three questions In this section.

ZEHBEEESRE,.

19



Q.4 — ABSORPTION VS MARGINAL COSTING
AND BREAKEVEN ANALYSIS

ﬂ&&ﬁﬁ*f&ﬂﬂﬁlﬁ*iﬁ&ﬂﬁﬁ‘liﬁﬁ

Happy Company commenced busnness on 1l Octobel 2019. It produces a single product, Smile. The
companv has a aximau 1 i 1 a2 1m and the budgeted
. " ear i i ; i ity Durlng the )ear, the company has
roduced 80.000 units of which 29%p is still unsold and stored in the warehouse. The Income Statement
for the yvear ended 30 September 2020 was as follows:

PAs 23] 2019 % 10 8 1 BREEX 2 AR — 4% "#ME | - ZQ2NHBERLARHNBLEF
100.000 4 > ™ Yy 8000 - X F P9 - ﬁﬁ-ﬁ]ui’ 80.000 #g.f.': >
REb 20005 R BT HE LB S - BRE 2020698 30B L ERHMB K4 TF

S S
Sales # R 3,920,000
Less Costof goods sold 8§ ¥ & &
% - Direct materials & 3% 5 ¥ 200,000
Direct labour # 3 A T 304,000
Fixed production overheads Bl £ 4 # M3 ®H 360,000
864,000
Less #& : Closing inventory #3 X 7 & 17,280
846,720
Less: Over-absorbed fixed production overheads
B FRUMHEI LA AMBERA 40,000 806,720
Gross profit £ #) 3,113,280
Less Selling and administrative overheads
x S8R fTHMBERA
- fixed Bl & 500,000
- variable % $) (sales commission only R /5 8 818 &) 290,080 790,080

Net profit 7% #)| 2.323.200




You are required to 4 ¥ £ K :

(a) Calculate the contribution margin per unit of Smile.
WREH "MK, HERRAR -

@)
Per unit & 4%
S

Sales % ¥ [$3,920,000 = (100,000 x 80% x (1 - 2%4))] 50.00
Less #% - Variable Costs # #) & &

Direct materials & % 3

[$200,000 = (100,000 x 80%0)]

Direct labour # A T

[$304,000 = (100,000 x 80%0)]

Selling and administrative overheads — variable

SBRAAHMNERRA %%

[$290,080 = (100,000 x 80% X (1 - 294))]
Total contribution margin & B 7 £k 48 3R

Contribution margin per unit % 4§ B 1§

21



(b) Calculate the breakeven sales. 3t ¥ 483 & T8 8 30 -
(b)
S

Fixed production overheads BE) & 4 £ R4 ®MA (5360,000 - $40,000) 320,000
Fixed selling and administrative overheads B €45 8 R /7 ¥ M & A 500,000
Total fixed overheads E] & i3k % A 43R 820,000
Contribution margin ratio § §k£ 38 # (5S40 = S50 x 100%) + 80%
Breakeven sales iR # & 48 8 3R 1,025.000

(c) Calculate the closing inventory on 30 September 2020 under marginal costing svstem.

LAUE PR R A A K 202046 98 0B YKL R - (2 marks)

(©)
Closing inventory under marginal costing system Per unit &
#

AHPR AR KO KA R
Direct materials & &% #

Direct labour & 3 A L
Unit cost under marginal costing system

138 S350 RU P 3
No. of units unsold % # & $ ¥ (100,000 x 80% x 29%p)




(d) Based on the case above, explain the reasons and the effects for the difference in the net profit
under marginal and absorption costing system.

BRELEEE  BESRBEAEPREUAALZTEHNHALREAGRAYE- (2 marks)

@)
Under marginal costing system, fixed production overheads are expensed in full as period

costs. AFPEARALT  EIRUSMBRAFAMM AL SRERA K2 -
Under absorption costing system, the fixed production overheads is added to production

cost at the rate of $4.50* per unit and a portion is capitalised in the ending inventory.
ARUBALT HFOELHEMBERA AEG/434.50 SLLEHAFREEAREL AP

— AR THRCHEMERER ABE -

The net profit reported under the absorption costing system would be $7.200 (1,600 x $4.5%)
higher than that of the marginal costing system.

R R E T HF S HRERRLRE T3 6984 3 787, 200(1, 600x$4. 5%) -
*Pre-determined overhead absorption rate i T ] A Rl $

= $360,000 = 80,000 units # = 4 #$4.5 per unit

23



In the second year of business, the number of budgeted production units swas increased by 109 of
the production capacitv as there was an increasing demand of Smile.

AR —FOHBRT b TR, O RN AHA ABFONI - B L A LS & 10% -

Happy Company has received a gpe¢cial ordey from Joy Limited for 30,000 units at $40 ¢ach. Extra
direct labour cost is needed which is treble than that under normal production but sales commission

Mill be halved for this special order.
PSS B RE RBLA RS R ITE » 2285 #4540 3788 30.000 £ & 5% - b MITE & M

ShEHE AT A RE LA RO =42 2 SBIH L& F -

You are required to 4 ¥ £ K :

(e) Determine whether Happy Company should accept the offer. Show your calculations clearly

to support your answers. Ml 2 BEHIXLBR K ? FRIIFTH A RXIFTHRAHETR -

Contribution margin per unit for special order 5N ITE 95 1 FFE= AR

Per unit H§ £+ 30,000 units £
S s
Sales price & 1% 40.00 1,200,000
Less 3 * Variable Costs 8 ) s 4
Direct materials & 38 5 ¥
Direct labour # # A T ($3.80 x 3)
Variable selling and administrative overheads
SBRATHEIERA — Be
(S53.70 +2)
Contribution margin per unit # # & B T Kk

Total contribution margin for the special order 727,500
R 3T R 69 B P A R4 ER  (S24.25 x 30,000)

Less: Contribution margin for normal sales given up 736,000
#HCEFERAEEHE HBFEARKR

[(20,000 + 30,000) — (100,000 + 1,600)] X S40

= 18,400 (12) X $40
Decrease in contribution margin ¥ B 5 Bk =k -V (8,500) {8,500)

Happy Company should not accept the special order because there is a decrease in
contribution margin of $8.,500.
BN EPEARRAR Y 7T$8,500 - A ) F BIBZZHFMITE -




Q.5 - CASH BOOK AND
BANK RECONCILIATION STATEMENT

BN R BITHEREIE

Shanice’s firm sells different computer accessories. The accounting clerk records its cash and bank
transactions in a three-column cash book. The balances in the cash book as at 1 March 2021 were:

N erdr 34.500. It made the following transactions in the month of
March 2021:
MMABH R E AR MR HTREEMS - PAATHARAUZRAL A RERALPRITFARAXS -
2021 £ 38 1BRAMeHE4 : 37485640 BBITHE£$4,500°2021 £ 3ANBXHooF ¢

March 1 B8 A cheque for $100.320 was received from Miss Lam, a customer, in_full

3A ssttlementof debis fotaling 5101,000.
B % P ki — 7R $100, 320 £ F oA K 8888101, 000 eh6k B -

2 B Purchased on credijt 180 pieces of printers at $500 each from Jeff Company
which is a long-term supplier of the firm. Jeff Company offered g {yade discount
21 6% and fhe term of pavinentis /13, net/30.
R MG H T 3 ARk F X & 68500 A 180 S47Epi > F482 9
R O%X 4o > @ X A4S 5/15 0 $/30 ¢

3 B Acheque of $5,000 issued to Miss Au, a supplier, in September 2020 was written
back as 3 stale chegug.

#2020 5 QA BHLHRHE /A5 000 X RERBIH X R MR -

Sold 8 pieces of scanners to Mr Chan at $7,000 jn cash.

XRAL$T,000 487 S LB MBEFRAL -

h
m




Ordered a motor vehicle at a cost of $100,000. A deposit of 20% was paid bv
cheque. The remaining balance is to be paid on delivery of the motor vehicle in
April 2021.

KA 4-$100,000 TR T —dmi - BRZ R L AT AR A G JOXHERITH - MK
A 2021 4 A XHRERTF XA -

Mithdrew 51,000 jn cash from the bank, put half into the cash box for paving
family_lunch meeting of Shanice on 14 March 2021 and ysed the remaining
amount for the purchases of goods.

HBTPoRRKRSL000 R AP —FHEEARSMAEA 2021 § 3 A 14

EMRAFETERR " BRTHLERANBA RS -

Settled all the debts by cheque to Jeff Company with an opening balance of
520,000 on 1 March 2021. This amount had been outstanding for over one

month.

Sk AR T 3 ootk 0 €35 2021 4 3 A 1 B e 40 6542820, 000 - %4
REAB®— 8 A 5 AR -

Received a cheque of $24,000 from a customer, Apple Company to settle jts debts.

4% cash discount was granted by Shanice.
WBEPLPRRENG—KE24,000 X BLUKRRK - MM T AR 2 ¥do -

Received a chegue of 5300 refund from Ocean Limited, a supplier, due to over

payment of debts.

BRESRFREARLY I BHMBREGEFAMRLAAMKARSE > R B
2 3) 698300 % BBk -
All the cash ywas banked with the exception of $5,000 that was kept in the cash

box.

Bie$5, 000 F A AR SHS » AR ALIMHEALRL -




(a) Prepare the three-column cash book for the month of March 2021

U202 FIANH=MALE -

Cash Book .4 %

Details Discount Cash

#3
§ §
Balance b/d &L & & 5,640
Trade receivable - 680
Miss Lam
BT
Trade payable - Miss Au
Bt RH-E) A
5 Mard  Sales 4%
Marl0 Bank#fH#
§ Mar2S Trade receivable -
Apple Company
B wa-HR07
5 Mar30 Trade payable -
Ocean Limited

Y LS 22T .
S Mar3l Cash# 4

5 Mar3

Bank
e Ad REAR| AR

100,320\ Mar 7

Details
#
$(2021 $ $

Marl  Balance b/d &L 8 &

Motor vehicle deposit %, & 7 4

Cash R4

Purchases & 500

Drawings # 8 500

Trade payable - 4,230
Jeff Company*

At Rt w0 *

Bank #4745 &

Balance c/d S48 T

Date

Mar 10
Mar 10
5,000(Mar 14
Mar 15

7,640

Discount Cash  Bank
i Ad RiEAR

20,000 0.5

5000 10390 05

1680 13640
* $20,000 + $300 x 180 x 94% = 95% = $100370 (1)

= §500 x 180 x 949 x 5% = $4,230 (0.5)




Shanice’s firm received a bank statement which shows a credit balance on 31 March 2021.
An examination of the bank statement disclosed the following:

A AR ORI SEMT202 3838 AR R BRMTARIRBFATER :

The lodgement on 30 March 2021 had not yet recorded by the bank.
2021 4 3 4 30 B M0 - MATHHA K -

The gyerdraftinterest of $45 was charged by the bank and shown in the bank statement.
RATARBEMARMATRRE & #] 8945 -

The ghegue deposited on 25 March 2021 was retuuned by the bank due to the wrong signature

of the drawer.

HRERAXREMRMNA 2021 $3A B8 FARTAP0HE RRMITERE -

An jpcorrect credit transfer of $4,.400 had been Jgade by the bank on 30 March 2021. The bank
informed Shanice that the adjustment would be made in April 2021.

2021 4 3 A 30 B SRR 32 65 WM NS4, 400 » 4878 Jom M2 2021 & 4 5 VIR MR -

The direct debit for electricity of $900 was shown in the bank statement.
UERHe AMIHECRSN0 A FEMITARE -

A tenm deposit of $30,000 with annual interest rate of 5% was made on 1 August 2020 and
matured on 28 February 2021. The bank deposited the principal and interest to the current
account of Shanice’s firm on 3 March 2021.

2020 £ 8 A 1 8 FA— LM H#S30,000 & 4% 5% 2 2021 & 2 A 28 8 B - MiTH
2021 $ 34 3AkebdPHAFAMMEROERS O -




(b) Prepare a statement to calculate the bank statement balance, gomupencing with the bank
ascount balance as at 31 March 2021 25 calculated in part (a). before updating the above items

of the bank statement.

MRS X R VL KERN OMATA SRS A ()85 e 2021 % 3 A 31 B A7
MK M3 -

Shanice AR

Statement to calculate the bank statement balance as at 31 March 2021
A 200 £ 35 31 B RE7 B ER#A

Unadjusted bank account balance & WA A7 75 MMM
Add fo  Bank error - incorrect credit transfer £2474F88 - FAMMMR (iv)
Credit transfer MM | term deposit £ MA# (vi) (530,000 x 5% x T +$30,000)

Less & * Uncredited deposit £ 444 / Uncredited lodgementv’ (i)
Overdraft interest & X #/.4 (i)
Dishonoured cheque by a customer % £ #5 8 .4 /44 & B/ Trade receivables K i § & (i)

Direct debit J #A % | electricity € #f (v)
Bank statement balance f47 f % L 4 &




Q.6 — PARTNERSHIP ACCOUNTS

L3 i

Alan, Ivan and Ken were in partnership sharing profits and losses equally. The partnership
agreement states that: drawings will be charged at 5% per annum; Ken is entitled to a salary of
$580,000 per quarter. On 31 December 2020, the post-closing trial balance is as follows:

G -REAMBEL LB RAFHIR - CBRBALT RAFNLEESSF WA METX
B #4248 %3$580,000-2020 12 8 31 B > &EAERXK KT

S S
Office furniture, net, 31 December 2020 880,000
MAEFRR 02020 7 12 A 31 B &Hi# 4
Delivery trucks, net, 31 December 2020 964,800
R¥E 20204 128 31 8 ¢9:8 44
Buildings, net, 31 December 2020 5,210,000
WE 20204 12 A 31 8 ¢49%44
Trade receivables & ¥ ¥ 2 88,400
Allowance for doubtful accounts 5% #& E 4 9,600
Cash at bank S8 {75 &% 2,510,000
Inventory as at 31 December 2020 731,000
#®/ 20204 128 31 8
Trade payables & 1} | &k 62,000
4% Loan from Ivan, repayable in 2029 110,750
4% % E Hf Ak > 7 2029 #1K:R
Net profit before interest and appropriation 2,904,000

ForR # & R AR & 5 BLAT $ A




Capital accounts as at 1 January 2020

KA 202041AH 18
Alan £ 4& 3,000,000
Ivan # £ 1,000,000
Ken f§j & 2,800,000

Current accounts as at 1 January 2020

AR 202041 A 18
Alan #4& 278,900
Ivan # & 998,460
Ken f§j B 89,850

Drawings % B
Ivan (withdrawn on 1 October 2020) 62,000

#£E (202044108 1 B #2R)
Ken (withdrawn on 30 April 2020) 32,700
e (720204448 30 84KR)
Goodwill & & 594,960
11,163,710 11,163,710

Additional information R4 F# :

(i) Subsequent to preparation of the post-closing trial balance, the following errors were
discovered by the accountant: Inventory as at 31 December 2020 was overstated by $20,000
and a credit sale of $96,000 was omitted.

BMUBHRBRA AR FFARBIAATSHIR - 2020 5 12 A 31 8 947 & %3t 7 $20, 000 ;
3 i 32 44 $96, 000 -

The loan from Ivan was made in 2019. Loan interest payable to Ivan for 2020 has not yet been
recorded in the books. Salaries totaling $1,620,000 were paid to Ken during the year and
included in the calculation of the net profit.

HEN 2019 FRKLEB 2020 FEBMAREARKALERRLHK - AFNAIAFHE
$1,620,000 F A& > st H A M T EHLLS AN -




(a) Prepare the_partners’ current accounts and capital accounts_in_columnar form to record the

retirement of Ken and the admission of Eric. (8 marks)

BACBAASMBEREFT AN FIFHERBRFLE AL BEAME eitek -

Current account £ A Wk
Amfd Fugf Kol AnfR Tnff Kl

§ § § ) ) §
Bluee DAL Bk OB bOAL K TS0 B4
Dravigs A 00 30 prpiin AR
5 ol amhm i L6200 -Slres 10 03
SuedpeiAUAE VM6 RS I |

32



On 31 December 2020, Ken decided to retire early and the senior manager of the partmership, Eric,

was admitted to the partnership. The partners have agreed the following arrangements:
20204 12A 318 > BERAZRTEH, > B AORARBELBiAGE - 6BAF EX#Hi

e

®

Buildings were to be revalued at $5,600,000 and delivery trucks was revalued downwards by
$63,620. The allowance for doubtful accounts made should be adjusted to 5% of the trade
receivables balance.

MEEE%85600,000 % REHEEMA T M$63,620 - FHRPMEWEE B i TS 2%
&9 5% -

Goodwill was valued at $696,060 but it would not be maintained in the books of the new
partnership. Adjustments for goodwill among partners were to be made in the capital accounts
directly.

WA A $696,060 - 2 MEBHRBANAFTFERTER - CBAZINHHTFAECEARAETR
EZEARE -

The partmership purchased a set of gift vouchers costing $60,000 to Ken as the recognition of
service. It was equally borne by Alan and Ivan and charged to their current account.

EBRN T —EAAE$60,000 93 HF WX E D MNNEBEHRN - A MEA s RQF
REFHTM > BN HE RER -

Ken’s current account balance was to be transferred to capital account. The final settlement of
Ken’s capital account balance was to be repaid by a cheque after he took over 90%0 of the office
furniture.

MEAHERBESEETHERARTEAR - TARRE INHMLOETRAZIR T EARS K
LS8 3 2 i

Eric’s initial capital was agreed to be $600,000 and was settled by cheque. His share of goodwill
was settled by a personal loan from Alan to Eric, through a transfer between their capital
accounts.

MR I W AMESHS$600,000 > X RENX - XRATMOABTETS MO ASFRY
ABTFAR - ELECBAATERAAWE -

The profit and loss sharing ratio of the new partnership is Alan 3: Ivan 2: Eric 1.

VEeBOHMBITRLES  BR{3: X2 R 1 -




(a) Prepare the partners’ current accounts and capital accounts in columnar form to record the

retirement of Ken and the admission of Eric.

BACBAGSMAEREPT LK FI7H

(8 marks)
BiBBFo X B o\ S B E sk -

Current account £ 4k

AmBk Fmgf KafR
§ § §
50
0
162000

Balancebid AL K&
62,00

Drawings #

0.5 Profitand loss 4§ & M-salaries § 4
Appropriation 44 #

0.5 - Interest on drawings 3£ 4 §

0.5 Cash at bank 447 4 &

15 Coalt -Ken
Balance c/d KN T

m 1M
30,00

30,000

AnBh Tmfg Kafld
§ 8
Balance bid &L B & 78900 998460
Aproriaton AP R
~Saais i

- Share of profit AMA K

230000 03

THUS TNIE TLE )

LM LIS 3RS




(a) Prepare the partners’ current accounts and capital accounts in columnar form to record the

retirement of Ken and the admission of Eric.

(8 marks)

BB ABA S MR AR WA T AN > T BB AR A AT E 10Kk -

Capital account A #

AmBg T g Kefi§ Erc {8
SR S S
38030 2300 116,010

00

05 Goodll H ¢

0.5 Office furniture
MR

05 Cashatbankghfr 5t

05 Coie fg-Eictl gL
Balancecd SEHT 2078380 90,600

346108

HER LB LBLS  TI60

Balance DA K
Rovahation $44 :
proit A1
Gootil
Cirvent £ A-Ken (48
Coshat bk
Capitl J4-Alan B4

“Am  m  Km e

R R
3000000 1000000 230,00

10890 108920 108920

B0 3700 38700

116010 0

LER) LIBGR) LBL 1600




(b) Prepare the statement of financial position for the new partnership as at 1 January 2021.

AVeBRN202]1 #1418 HMBRLL - (4 marks)

Alan, Ivan and Eric 4 - # ERME
Statement of financial position B # 3k DL &
asatl January 2021 3 2021 %1 A 1 8
s S

Non-current assets JE A SN E

Buildings. net #i & > 7$ 1k 5,600,000

Office furniture, net WL E FE R > F$ {1 (SS80.000 = 10%) 88.000

Delivery trucks, net [ & » ;$ 4 ($964.800 — $63.620) 901.180
6.589.180

Current assets i 8 K £

Inventory £ W (5731.000 — $20,000)

Trade receivables M % ¥ #& ($88.400 + $96,000)

Less 3 - Allowance for doubtful accounts 5 #k ¥ 4§
($184.400 < 59%)

Less 3k : Current liabilities 35 % & fif
Irade payables B 4 ¥ &%
Accrued interest expense st #F 8 WA
fAccrued expense Bt A
Bank overdraft~#8 f7i% % ¥
Net current assets a8 W E $ 1A

Financed by W & R ik :
Capital I E #&

- Alan S 45

- Inan€E

- Eric 3B
Current & R $§

- Alan S48

- Ivan %

Non-current liabilities JE;A®) & ik
4% Loan from Ivand%®¥ & W &




Answer ONE out of two guestions In this section.

RUEREEE — i,
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Q.7 — CORRECTION OF ERRORS

SEREIE

Transactions

XHEE
Post-closing trial balance

ﬁ*ﬁfﬁ'ﬁgﬁ Books of original entries
Profit and loss a/c
kY

Ledgers% FHIR
Closing entries

R 73 6%
Adjugsﬁtliég} eﬁgtries :J] Ba,!lggr‘:ﬁ;% off
Trial balance
ﬁgi 38




Sunshine Limited runs a supermarket in Kwun Tong. The following are the balances extracted from
the books of Sunshine Limited as at 31 December 2020 after the accountant found that the trial
balance failed to agree:

BAARANERBELEBRTIH 20204 124 31 B » ¥HARBERREAF P2 - &
B BA FR2 5t sk etk P k40T ¢

Trial Balance as at 31 December 2020
XE &£ 20204128 318

Dr. 1% Cr. #
$ S
Motor vehicles 75, $ 920,000

Accumulated depreciation — Motor vehicles, 31 December 2020 440,000

R ¥®-A%& 2020541248 318
Cash at bank 8877 8% 828,000

Accounts payvable & £} pk 259,800

Accounts receivable J& bk &k 165,000

129 Debentures] 2% # 200,000

Other revenue H 4& jic 3§ 86,000

Selling and distribution expenses 85§ 8§ #4588 % A 143,000

Retained profits & 77 #| 4 129,100

Sales 8§ & 1 986,000

Purchases i 1,344,000

Inventory 7 § 168,000

General reserves # ifi B #2454 250,000

Administrative expenses 7 ¥ A 406,000

Finance expenses & # % F 36,000

Ordinary share capital # i A% & 684,000

2019 Final dividend 2019 4 & ¥ ik & 112,100

Suspense ¥ T & 87,200
4,122,100 4,122,100




(a) Prepare the journal entries o correct the errorsin () to (iv) above. Narrations are not required.
MUAMEBRIHAZELER(DEGVRALHME - BT ERA - (8 marks)

Based on the phvsical count conducted by a warehouse keeper as at 31 December 2020,

nventorv was valued 4t $212.000. After the physical count, the accountant conducted a review
and found that 3 batch of goods which could be sold for $34,500 was obsolete. This batch of

good was purchased in February 2020.

BEAH AN 2020 # 12 A 31 s #iTeH KB ﬁﬁﬁ&&lz, 000 - 3tAR NS
BABTHE BA—MB AT 00 HBHRME 8887 ; B FH7H 2020 552 A %

A °

It was decided that the goods would po longerbeused for salc and would be used as free samples
fora prometion campaign in 2021. No enfries had been made for this incident. The company
maintained a standard mark-up of 50% during the vear.

PARELIBHBURTY > BRBIHTHAE 202] FRYTHGHFEBHEP - EFRE LK

AR AR Y o ARE P 3] B — ek A A Bk 50%3 AR -

The Journal #i§ B 3¢ ¥

Date B ¥ Details 4 & Dr.f¢ Ccr.i
S S

(i) Prepaid selling and distribution expenses / prepaid expense 23,000
/ Samples for promotion ($34 500 + 150%)
RSB RIS RA /1T HM
Purchases i ff




(ii)

The accrued sales commission amounting to $31,000 as at 31 December 2019 was recorded as

the comunission income of $3,800 on the credit side of the other revenue account on 1 January
2020.

2019 % 12 4 31 B s4M 31 45 848 2831, 000 » » 2020 5 1 A 1 B % 4648 2 % 3 $3, 800 & 3% -
3t A H Ak M B WE R S o

(iii)

Suspense ¥ 3z ¥k 27,200
Other revenue H 4& i 38 3.800
Selling and distribution expense 4§ 8 #1558 % 8

During 2020, Product Z costing $200,000 was sold at the standard mark-up and the sales were
Rrioperly recoyrded in the books. Qne_tenth of these goods was returned by a credit customer.
The accountant .th_d.cmmd.muaks.mm by $60,000 and gitted other relevant entries.
£ 2020 P9 > B A4$200,000 69 & Z AR FE o h S » BT EFAREAWRB Y - HREKE

A RPest+ o2 —3BE » K3t AR 24 {4960, 000 - spik R 7T K148 Bf) o 6% -

After receipt of the returned product, it was found that the goods were damaged by an accident

in the warehouse and gould now onlv be sold af 50290 of the noumal sclling price afier (he

adannaLLcnan_ms.Lo.LSJ....Q.Q Themsmanmmnamam.tmmmnmwofthe
damage. The ]g /S 3 v o charge olling s istri E—

KHRE Rt BARAER T BE N @RS B2 K 9B S, 500 I 15
AREEEERMe S0%HS - BRANFEKBMBA ¢ 00% - BRAMEEEIRA - M3t
B ERSHGRA -

Suspense % iz P&
Returns inwards 4§ ¥ i85
Sales 8§ |
Accounts receivable & ¥ dk k.

Compensation receivable & s (&) BS1K
Selling and distribution expenses 45§ 8 # 5- 8 ®¥ A
Inventory loss 77 ¥ i %

Purchases i i / Inventory (Closing)F® (¥ %k ) X
[$20,000 — ($20,000 x 150%0 x 50%0 — $1,500)]




(iv) On 1 April 2020, a motor vehicle was purchased and was delivered on 1 July 2020. Due to the

restructuring of the company, there were severe delays for the arrangement of payment. The

accountant jssued 3 chegue of $410,000 on 15 January 2021 to a service agent to settle the

following charges:

£ 2004548 1 aMEAE  MENNN0FTH1BEH BT RRAKE
HEEER FAARN22 514 158 @MBRERE L —£3410,000 % 2 UF 4T
®A :

S
List price of the motor vehicle %5 # &1k 340,000
Insurance premium for the delivery of the motor vehicle % 1475 & ¢/ % 38,000
Application fees for the import of the motor vehicle ¥ F{ £o §H 10,000
Training fees for new motor vehicle drivers ¥7# 3] #32 3| & A 22,000

It is the company’s policy to charge depreciation on motor vehicles at a rate of 20% per annum
on a straight-line basis and classified all the related expenses as administrative expenses.

NAABRRBAREUGF 205 EALAHE L ANRAFRLTHRA -
No entrv has been made for the acquisition of the motor vehicles./> 3] i X A M E R E K -

(iv) Motor vehicles 4, & (5340,000 + $38,000 + $10,000) 388,000
Administrative expenses 47 # & 22,000
Accounts payable & 4tk &% 410,000

38,800 \ 0.8
0

Administrative expenses 47 # f F (388,000 x 20% x °/12)
Accumulated depreciation — Motor vehicles 38,800
RN - AR




The debenture interest is payable on 31 March and 30 September every year.

hEFAWHE3A3 BA9A 308 X4 -

On 31 December 2020, the board of directors resolved to declare final dividend of $136,000 and
transfer $51,000 to the general reserve.

2020 = 12 A 31 B8 - F%F 30 %8 R A & $136, 000 - 3¢ 48851, 000 #is £ ¥ 8 B #RB5H -

(b) Prepare for Sunshine Limited A A H R3] ¥

i) the income statement for the vear ended 31 December 2020; and

#ME 202054 128 31 B FHEHI/B/ X -

Sunshine Limited B £ 5% FR 4 3)
Income Statement for the yvear ended 31 December 2020

#ME 202041285 31 B FHHI/A %

(6 marks)

Sales 8§ | ($1,986,000 + $60,000)
Less # : Returns inwards 4§ ¥ iR =)

Less #% : Cost of goods sold 84 ¢ s &
Opening inventory ¥ #15 K|
Add #v : Purchases i (51.344,000 — $23,000 (i))
Cost of goods available for sales [t 8§ 8§ 69| LA &
Less 3 : Inventory loss fF R iR %
Closing inventory ¥ X 5 ®
(212,000 — $23,000 (i) — $6,500 (iii))
Gross profit £ #)
Add #v : Other revenue £ 4& i 38 ($86,000 — $3,800(ii))

Less #% : Expenses 48
Administrative expenses 47 % A
(5406,000 + $22,000 (2%) (iv) + $38,800 (2%) (iv)) (Inax. %)
Selling and distribution expenses 8§ 8 158 ® H
(5143,000 — $31,000 (*%) (ii)+ $650 (*2) (iii)) (max. %)
Finance expenses 84 # % A (536,000 + $6,000)

Net profit ;$ #)

168,000
1,321,000

S
2,046,000
30,000

1,489,000

182,500

2,016,000

1,300,000

466,800
112,650

42,000

716,000
82,200

798,200

621,450

176.750



(b) Prepare for Sunshine Limited 3B A A R3] &Y :

(ii) the statement of financial position as at 31 December 2020.

2020 5+ 12 A 31 B 4B AR ALK -

Sunshine Limited B5 & FH FR 2 S5
Statement of financial position as at 31 December 2020

2020 5 12 A 31 B 9 BRIk
ASSETS ® & S S
Non-current assets JE A T A
Motor vehicles 75§ # ($920,000 + $388.000) 1,308,000
Less 3% : Accumulated depreciation X fk37 ¥ 478,800

(5440,000 + S38,800)

829,200
Current assets i $Hh T &
Inventory 7 & 182.500
Accounts receivable & ¥ #&k #($165.000 — S30,000) 135,000
Prepaid selling and distribution expenses / Samples for promotion 23,000

RASEBRSSGRA / 12 M
Compensation receivable & ¥ BE /K S5.850

Cash at bank 48 75 3k 828,000
1.174,350

Less #%& @ Current liabilities A $5 &
Accounts payable & 1} $& #($259,800 + $410,000) 669,800
Accrued expenses & 3t % A (5200,000 x 129 x 3/12) 6,000 675.800
Net current assets ;A $) ¥ £ $1{4 498,550

1.327.750

Financed by HA2AR®R: /EQUITYAND LIABILITIES iR . # X S & & v

Capital and reserves I X S 4¥

Ordinary share capital # i A & 684,000

Retained profits & 57 #]#(5$129,100 + $176,750 — $112,100 — $51,000) 142,750

General reserve # i & #24£M# (5250.000 + $51.000) 301,000
1,127,750

Non-current liabilities JEA $y 6 1
12%% Debenturesl 2%k 3 200,000
1,327,750




Q.8 — INCOMPLETE RECORDS

FeE®E B

Supra Limited runs a toy wholesales business. v

notebook. On 31 December 2020, water leakage into their warehouse and some of inventories were
desgroved. After investigation, Supra Limited was able to identify the following:
BRAMBANEBERAMREES BLAAREHMAD Ly i— A e RS 3Hitek -
2020 £ 12 A 31 B » QN AHRARBRK LB HGRXBE - -BWER - BRAMDAKHH
EHR AT

Supra Limited
Income statement for the year ended 31 December 2019

BE2019412A31B L F E AR X

S
Sales 8§ & (30% cash sales) (30%% R.4&) 1,100,000

Less i : Cost of goods sold 4§ | & &
Opening inventory ¥j #7 7% & 414,150
Add #v : Purchases ik i 591,925
1,006,075
Less #% : Closing inventory ¥ X 5 & 318,575 687,500
Gross Profit £ #| 412,500
Less # : Expenses § A
Administrative expense 178 % A 199,610
Selling and distribution expense 3§ 8 5 8 % A 114,940
Depreciation: Machinery FE: MRS 65,700 380,250
Net profit % #| 32,250




Supra Limited A8 2R & R/ 3]
Statement of financial position as at 31 December 2019

MBRAE#2019412A4 318

Non-current assets JE i) ¥ A
Machinery # &
Less #& : Accumulated depreciation £ #37 ¥

Current assets i $h & &

Inventory #F &

Prepaid administration expense 4 78 % A
Trade receivable & i 2k

Bank 48477 &

Less & - Current liabilities & $) & 1k
Trade payable & 4 | &
Accrued selling and distribution expense
RSB RTHEA

Net current assets i $ & £ $14

Financed by ¥ 2 R iR ©

Capital and reserves ¥ X SLEE4
Ordinary share capital ¥# i & &
General reserve ¥ if§ X 43455
Retained profit & 77 #| 8

)

318,575
38,950
225,850
62,550

350,000
44,038

645,925

394,038

$

730,000
138,700

591,300

251,887

843,187

600,000
100,000
143,187

843,187




Additional information ¥ & & # :

(i) The following were the asset and liability balances extracted from Supra Limited’s book:

WARBRA ML RHEATREARARSERDT

) 31 December 2020
w S

Machinery # & ?

Inventory 7 | 36,450
Trade receivables & i ¥ 305,000
Trade payables & 4 | # 225,000
Accrued administrative expense B it 78 ¥ A 22,500
Accrued selling and distribution expense B3t 8 B 5 8 €A 26,000
Bank 884745 4 2

The following receipts and payments were extracted from bank statement:

HBATA B R WM AHUNRL KT ¢

I S
——— To calculate credit sales

Cash sales 3R, 48§ 450,000
Receipts from trade debtors £ 45 & & B A Wik 799,850

Pavments ¥ i

Payments to trade creditors 4} #k -7 % | 7k # A ?
Administrative expenses 47 % A 147,520
Selling and distribution expense 85 6 #5458 % A 120,330
Machinery # & 280,000




(iii) mmw The average trade payables turnover ratio was

cFHRARRARERIX - ~tirchace

(iv) The amounts received from trade receivables were all banked. Cash sales for 2020 included a

sbecial sales amounted to 580,000 which at costfo 3 cusfomer.
B RRBE RS GARITA O - 20205 K RS ¢ &2 — %380 0009 B K » &
TYEETTTX

(") Company maintained the uniform mark-up yate of 60%.
2 3] B — 3 B Ak Aoz 60% 3R

(vi) The depreciation of machinery should be calculated at 10% of the net book value.
Bk d P 69]10%3 B K

(vii) Insurance company agreed to claims for 90% of the inventory loss from water leakage.

R 3 F) & K B Rk i A2 2 IR A 090% -

(viii) On 31 December 2020, the board of directors resolved to transfer $20,000 to the general
reserve.

20204%12R 318 » F kA %520, 0004446 2 & & B MRt -




(a) Prepare an income statement for the vear ended 31 December 2020.

GUBE 202045128 31 BLEROREA -

Supra Limited A8 X & R/ 3]

Income statementfor the year ended 31 December 2020

BNE202F12A3 B FREHIMA X

Sales 85 & (5879,000 + $450,000 (*2))
Less & : Cost of goods sold 8§ & & &
Opening inventory ¥ #145 R
Add Au : Purchases 8§ §f [($225.000 + $350,000) =+ 2 (¥2) X 3]

Less & : Closing inventory ¥ X 7 R

Less #& : Inventory loss (Bal. fig)# K # % (& -F %8 )
Gross Profit £ #] [(51,329,000 — $80,000) (*%) X /160 (*2)](max. ¥2)
Less i : Expenses § i

Administrative expense 17 # % A

(5147,520 + $38,950 (%2) + $22,500 (*2))(max. %)

Selling and distribution expenses 4% & #5485 % A

(5120,330 + $26,000 (¥2) — $44,038 (¥2))(max. %)

Depreciation expense: Machinery 7 ¥ % : # 3

[($730,000 - $138,700) x 10% + $280,000 x 10%0]

Inventory loss 7 R % (5284,000 x 10%)

Net profit $ #|

318,575
862,500

1,181,075
36,450

1,144,625
284,000

S
1,329,000

860,625

208,970

102,292
87,130

28,400

468,375

426,792

41,583 o5




(b) Prepare the statement of financial position as at 31 December 2020.
%% 2020 4 12 A 31 B HM B RAEK °

Supra Limited #8 2R & FR 2 3)
Statement of financial position as at 31 December 2020
At 5 Ak U & # 202046124 318

ASSETS ® & S S

Non-current assets JEi$h T A

Machinery # & 1,010,000

Less 3 : Accumulated depreciation R #37 ¥ 225,830
784,170

Current assets i $h F &
Inventory % & 36,450
Trade receivable & & § 3k 305,000
Insurance claim receivable M 4% ke BE 1K 255,600 597,050
Compensation receivablev'($284,000 x 90%0)
Less # : Current liabilities ;% ) & 1§
Trade payable & £} | &k 225,000
Accrued administrative expense B3 {75 % A 22,500
Accrued selling and distribution expense 26,000 } Combined X
| B KT P B 4
Bank overdraft 48 /7% % 222,950 496,450
Net current assets /A $ ¥ £ ${4 100,600
884.770

Financed by ¥ 2 R R : EQUITY ANDLIABILITIES ax # ff 35 1 & ff v

Capital and reserves § X S

Ordinary share capital 3 i A & 600,000
General reserve # i & #3454 (5100,000 + $20,000) 120,000
Retained profit & ﬁ:’f‘]iﬂ($143,187 + $41,583 — $20,000) 164,770

884.770




(©)

Calculate (to two decimal places) the following ratios for 2019 and 2020 (assume 365 days per
vear): 3 K (% 1 3 E57E B ) 2019 & 2020 4 & t4F S % (HIEEF 3658 )

(i) Current ratio A $tt #

(ii) Acid-test ratio & ++ J X 1L

(ili) Returns on capital employed & § M8 $
Trade receivable collection period &4 ¥ R

2019

Current ratio i 8yt

= $645,925 + $394,038 = $597,050 + $496,450
=1.64:1 0.5 =120:1

Acid test ratio & 74 R3X L #

= ($645,925 — $318,575) + $394,038 = (8597,050 — $36,450) + $496,450
=083:1 0.5 =113:1

Returns on capital employed (ROCE) ¥/ ¥ 48 $

=$32,250 + $843,187 % 100% = $41,583 + $884,770 x 100%
=3.82% 0.5 =4.70%

Trade receivable collection period Ra4% i Fk

= $225,850 + $770,000 x 365 days H = $305,000 + $879,000 x 365 days B
=107.06 days B 0.5 =126.65 days B



(d) Based on the ratios calculated in (c) above, briefly comument on the liquidity of Supra Limited
for the year 2020. AR L ()R L% > MEIPRALBRA ML 2020 FEHRAKS) -
(2 marks)

(d) Comment on liquidity ¥ # R4 /) 93 F %

The current ratio of Supra limited in 2020 is lower than 2019.
A RA A3 2020 4 K gy 1t A8t 2019 K -

The trade receivable collection period in 2020 takes longer time to collect the debts =
which implies that the liquidity is worse than that of 2019.

2020 F R RSB T A EREREHMAEUEIRY EERFRREIR .
2019 &£ -

one
The acid-test ratio in 2020 is higher than 2019 because the gne-off compensation e AE AT
leceivable and the abpormal stock Joss reduces the amountofinventory in 2020 — X%
affected the acid-test ratio in 2020. 1

2020 F K HE MR R H A 2019 £ K - EREAH - RHEHBURBRERFEE Y
A RAA KA 2020 FE & RE - BET 2020 55 & thsk M R £ -

As a conclusion, the liguiditv of Supra limited is actually deteriorated and may have_‘
difficulty in paying its short-term liabilities when due.

SREOULAE  BARFMANAGEREN LT RE - 3 7RI ATH BN R &
R ER:E
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Appendix2: Accounting Terminology

Except for term(s) specifically identified in the question or stated in the requirement, the following
alternative accounting terminology will be accepted for marking purposes in the HKDSE Business,
Accounting and Financial Studies examination.

B =: &t
bR 1 SUBET B sk R E AR5 » T Al SRRy & ot e s AR RO HALE -
&at H B BLaR FL B TAERTIEZ -

Statement of financial position / Balance sheet MERkinE / BEAEE
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Not accepted abbreviation 2R

Profit & loss, P&L,
Depr. EXxp., Acc. Depr.

Not accepted outdated EZIBRFRER/IRS 2 F

account names

Balance sheet, BEAMER.
Trade debtors, HERBA.
Trade creditors, BEREA
Allowance for doubtful debts,
Stock
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END OF PAPER 2A




