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Question 1 (10 marks)

Financial information is useful whenit is relevant and faithfully represents what it purports toa.

represent. Explain the characteristics of faithful representation. (6)

b. On 30 January 2018, the owner of Epandulo Traders transferred NS15 000 to Woke Wholesalers

to settle their debts of NS10 000. The extra NS5 000is for inventory that they are planning to

purchaselater on in February. Explain why the NSS 000 paid in advance should not be recorded

as a liability. (3)

c. The accounting equation is based on theprinciple of duality. What does this mean? (1)

Question 2 (15 MARKS)

Lush Entity is a beauty productretailer situated at The Khomas Grove Mall in Windhoek.It is a registered

VAT vendor; the financial year end is 31 March 2018. Lush Entity uses the periodic inventory system.

The following transactions took place during the month of March 2018 andstill need to be accounted

for.

Purchased beauty soap to be usedin the production process to produce the lush face wash gel

from a local supplier Avon Namibia, for NS150 000 and paid by EFT on 1 March 2018.

Sold batch of lush face wash gel to Monica Geingos a local customeron credit for NS80 000.

Export a batch of lush face washgel to Angelina Jolie in the United States of America, the value

of this batch of beauty products amounts to N$300 000.

Paid the monthly rent to NamProperty (Pty) Ltd (VAT vendor) by cheque, NS$50,000.

Paid salaries for the month of March of NS 150,000.

Bougha delivery vehicle to be used to deliver lush products to exclusive clients in Windhoek for

NS 210 000.

Boughstaff refreshments for the monthly brand ambassador competition worth N$10 000

All amounts above are exclusive of VAT whereapplicable.

The standard VATrate of15% is applicable.

Required:

Explain the difference between Input VAT and OutputVAT. (2)

List two examples of items/services which are zero rated for VAT purposes (2)

Calculate the amount of VAT on eachtransaction above and state whetherthe VATis an output

VAT or input VAT. Where noVATis applicable, give reasons. (11)

Roundoff amounts to the nearest Namibian Dollar.



Question 3 (30 marks)

The following balances appeared in the records of Sauyemwa Traders, a general dealer trading in Rundu

on 28th February 2018:

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Ns
Equipmentat cost price 3,000

Vehicles at cost price 12,000

Accumulated depreciation — Equipment (01 March 2017) 1,500

Accumulated depreciation — Vehicle (01 March 2017) 5,856

Inventory (01 March 2017) 61,200

Accounts Receivables 13,000

Allowanceforcredit losses 400

Bank 30,000

Capital 78,000

Drawings 24,000

Accounts payable 41,000

Purchases 157,000

Purchases returns 5,044

Salaries and wages 12,720

Rent paid 3,480

Advertising 1,440

Insurance 960

Sales 187,000  
 

The following additional information is provided:

Each of the above balancesis a normal balance.

I, Inventory on hand on 28 February 2018, was valued at NS80 000.

II. Depreciation to be providedas follows:

— Equipment, 5% per annum on costusing straight line method

— Vehicles, 20% per annum on reducing balance method

lil. Insurance prepaid as at 28 February 2018, amounts to NS$160.

\V. Allowanceforcredit losses should be increased to NS1 000

V. Rent of NS1 000 for the period 01 September2017 to 28 February 2018 has not been paid and

this has not been recordedin the books.

Required:

a. Journalise the above adjustments numberin the general journal of SauyemwaTradersfor

February 2018. Journal narrations are not required. (6)

b. Prepare the Statementof profit or loss and other comprehensive incomefor the reporting

period ended 28 February 2018 (12)

c. Prepare the Statementoffinancial position as at 28 February 2018 (12)



Question 4 (15 marks)

Panama Limited purchased a machine on 1 January 2017. The following details are applicable:

Note NS
Purchase price 1 1 000 000

Delivery costs 30 000

Installation costs 60 000

General administrative costs 2 10 000

Costs of testing 3 50 000

Pre-production costs 4 20 000

Initial operating losses 5 100 000

1270 000

Additional information:

1. The purchase price of NS1 000 000 is only payable on 31 December 2017. The supplier of the

machine does not usually allow credit for the purchase of similar machines but has made an

exception for you. Using the interest rate of 14%, the discounted present value of the purchase

price on 1 January 2017 is NS 877 190.

The administrative costs are of a general and indirect nature.

The costs of testing comprise costs incurred to produce samples while testing whether the

machineis functioning properly. Samples were sold at net proceeds of NS$5 000.

The pre-production costs were necessary to bring the machine to the condition necessary to be

able to operate in the mannerintended by management.

Theinitial operating losses are attributable to theinitial production of small quantities.

The asset was ready for use on 3 January 2017 and immediately put into use.

The machinewill be depreciated using the straight-line method overeight (8) years, taking into

accounta residual value of NS70 000.

Assumethata liability exists to dismantle and remove the machine at the endofits usefullife at

a cost of N$35 000 (discounted present value equals NS$17 000).

Ignore VAT.

YOU ARE REQUIRED TO:

a.
b.

Calculate the cost at which the asset will be recognised. (10)

Calculate the carrying amountof the asset on 31 December 2015. (5)



Question 5 (15 marks)

Beauty’s Bridal Boutique (Pty) Ltd (BBB), is a registered VAT vendorand specializes in the manufacture

of wedding gownsand evening dresses. BBBs’s reporting period ends on 31 May 2018

On 3 April 2018, BBB received an order from Monique Nepembe(a TV personality) for her upcoming

wedding and an agreementwas enteredinto and signed by both parties for the provision of the

following items:

NS
1 x Wedding Dress 4,000.00

15 x Bridesmaids dresses 30,000.00

15 x Groomsman suits 22,500.00

56,500.00

The prices above are inclusive of VAT at a rate of 15%.

Monique Nepembepicked up the ordered clothing on 2 May 2018, and was issued with a tax invoice for

the amountof N$56 500.The invoice is payable on or before 31 May 2018.

Moniqueis a regular customer of BBB with an excellent payment record.

Required:

a. Recognise revenueby applying the five-step model of IFRS 15. Assume the requirements of step

1 have been met (12)

b. Assuming a 30% margin had beenapplied in achieving the selling price. Calculate the total cost

price (3)



Question 6

The following balances appearedin the ledgerof Slip and Slide CC on 31 December 2017

(15 marks)

 

 

 

 

 

 

 

 

 

 

 

 

 

   

N$
Bank 22,200

Trade receivables 57,000

Sales 181,900

Trade payables 59,340

Inventory 95,000

General expenses 27,100

Stationery expense 7200

Credit losses 700

Salaries 41,600

Repairs and maintenance 19,000

Capital 365,400

Land and buildings 271,700

Drawings 66,420   
It was discovered that the bookkeeper had made a numberoferrors. These are detailed below:

1. Each of the above balances is a normal balance.

Trade receivables were understated by NS$2 700 becauseof an addition error.2

3. The payment of N$3 000 for stationery waspostedin error to the inventory account.

4 Cash of N$125 paid for inventory was posted as a credit in the bank account and a debit in the

repairs and maintenanceaccount.

5. Bank charges of NS$300 had,as yet, been recordedonlyin the bank account.

6. General expenses of N$910 had been recorded onthecredit side of the general expenses account

and on the credit side of the bank account

7. A Salary of NSS 340 for 30 November2017 waspaid but it was not recorded anywhere.

Required:

Prepare a correctedtrial balance as at 31 December 2017

END OF EXAMINATION!


