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Examination
Suggested solutions
QUESTION 1 (21 marks)
Agripa Attorneys

(a)
Business cash receipts journal – September 2017





         BCRJ
	30
	Subtotal

D Purple (clients control) / Fees charged
A Magati (cheque no. 32 cancelled)
P Eddy (clients control)      (R2 520 – R2 250)
	R

89 500
9 120
6 852
270

	
	
	105 742


(4)

Business cash payments journal – September 2017






BCPJ

	30
	Subtotal

Bank charges   (R355 + R125 + R485)
Fleetrisk Insurance
Trust bank deposit (incorrect entry)
	R

65 257
965
650
11 300

	
	
	78 172


(5)

(b)
General ledger

	Dr
	          Bank
	Cr

	2017
Sept   1

      30
	Balance

Total receipts
	b/d

CRJ
	R

3 867
105 742
	2017
Sept 30
	Total payments

Balance
	CPJ

c/d
	R

78 172
31 437

	
	
	
	109 609
	
	
	
	109 609

	2017
Oct  1
	Balance
	b/d
	31 437
	
	
	
	


(5)
(c)
Bank reconciliation statement as at 30 September 2017
	
	Debit
	Credit

	Credit balance per bank statement

Deposit not yet credited

Cheques not yet presented for payment:

no. 37 – dated 03/07/2017 (T Mboyane)

no. 45 – dated 25/08/2017 (L Bethani)

no. 56 – dated 25/09/2017 (Municipality)

Correction – Cheque not issued by Agripa Attorneys
Debit balance per bank account
	R

3 560
1 850
1 958
31 437
	R

5 015
28 500
4 750

	
	38 805
	38 805


(7)

[21]

QUESTION 2 (23 marks)
LOODFICK ATTORNEYS

(a)
(i)
Dr







 Trust bank







      Cr

	Date
	Details
	R
	Date
	Details
	R

	July   1
	Balance                            b/d
	7 140
	July 31
	Trust payments             TCPJ
	(  9 630

	     31
	Trust receipts               TCRJ
	(  3 580
	
	Balance                             c/d
	1 090

	
	
	10 720
	
	
	10 720

	Aug   1
	Balance                            b/d
	1 090
	
	
	


(5)
( R1 230 (A Gunty) + R2 350 (A Meiring) = R3 580
( R5 730 (A Gunty) + R3 900 (A Meiring) = R9 630
(ii)
Dr






        Trust creditors






      Cr
	Date
	Details
	R
	Date
	Details
	R

	July 31
	Trust payments             TCPJ
	(  9 630
	July   1
	Balance                            b/d
	(  11 370

	
	Balance                             c/d
	5 320
	31
	Trust receipts               TCRJ
	(  3 580

	
	
	14 950
	
	
	14 950

	
	
	
	Aug   1
	Balance                           b/d
	5 320


(5)

( R1 230 (A Gunty) + R2 350 (R Meiring) = R3 580
( R5 730 (A Gunty) + R3 900 (R Meiring) = R9 630
( R6 740 (A Gunty) + R4 630 (R Meiring) = R11 370
[10]
QUESTION 2 (continued)
LOODFICK ATTORNEYS

(b)
The following table can be used to calculate the amount that must be transferred from the trust bank account to the business bank account:
	Description
	A Gunty
	R Meiring
	Total

	
	Fees and payments
	Trust creditors account
	Fees and payments
	Trust 
creditors account
	Transfer amount

	
	R
	R
	R
	R
	R

	Trust creditor account balance before transfer (Opening balance + trust receipts – trust payments)
	
	6 740 + 1 230 

- 5 730 =
(2 240)
	
	4 630 + 2 350 
- 3 900 =
(3 080)
	

	Debit: Trust funds earmarked for future matters/transactions
	
	-
	
	1 000
	

	Account balance for current matters
	
	(2 240)
	
	(2 080)
	

	Credit: Debit balances on trust creditor accounts to be transferred from business bank account
	
	-
	
	-
	

	Trust creditor account balance before fees
	
	(2 240)
	
	(2 080)
	

	Fees charged
	1 940 
	
	3 580
	
	

	Debit: Transfer of funds i.r.o. fees to business bank account.

Limited to smallest of fees charged and trust creditor account balance
	
	1 940
	
	2 080
	4 020

	Trust creditor account balance
	
	(300)
	
	0
	

	Debit: Payments from business bank account on behalf of trust creditor.

Limited to smallest of payments and trust creditor account balance
	2 230
	300
	2 100
	0
	300

	Final balance on trust creditor’s account
	
	0
	
	(1 000)
	

	Total transfer to business bank account
	
	
	
	
	4 320


(13)

QUESTION 2 (continued)
(b)
Trust creditors / payables ledger

Dr







  A Gunty







      Cr
	Date
	Details
	R
	Date
	Details
	R

	July 31
	Trust bank                    TCPJ
	5 730
	July   1
	Balance                            b/d
	6 740

	
	Balance                            c/d
	2 240
	     31
	Trust bank                    TCRJ
	1 230

	
	
	7 970
	
	
	7 970

	
	
	
	
	
	

	July 31
	A Gunty (transfer)
	2 240
	July 31
	Balance                            b/d
	2 240

	
	
	
	
	
	


Dr







 R Meiring







      Cr
	Date
	Details
	R
	Date
	Details
	R

	July 31
	Trust bank                    TCPJ
	3 900
	July  1
	Balance                            b/d
	4 660

	
	Balance                            c/d
	3 080
	
	Trust bank                    TCRJ
	2 350

	
	
	6 980
	
	
	6 980

	July 31
	R Meiring (transfer) 
	2 080
	July 31
	Balance                            b/d
	3 080

	
	Balance                            c/d
	1 000
	
	
	

	
	
	3 080
	
	
	3 080

	
	
	
	Aug  1
	Balance                            b/d
	1 000

	
	
	
	
	
	


Clients ledger
Dr







  A Gunty







      Cr
	Date
	Details
	R
	Date
	Details
	R

	July   1
	Balance                            b/d
	2 230
	July 31
	A Gunty (trust creditor)
	2 240

	     31
	Fees                                  FJ
	1 940
	
	Balance                            c/d
	1 930

	
	
	4 170
	
	
	4 170

	
	
	
	
	
	

	Aug  1
	Balance                            b/d
	1 930
	
	
	

	
	
	
	
	
	


Dr







 R Meiring







      Cr
	Date
	Details
	R
	Date
	Details
	R

	July   1
	Balance                            b/d
	2 100
	July 31
	R Meiring (trust creditor)
	2 080

	     31
	Fees                                  FJ
	3 580
	
	Balance                            c/d
	3 600

	
	
	5 680
	
	
	5 680

	
	
	
	
	
	

	Aug  1
	Balance                            b/d
	3 600
	
	
	

	
	
	
	
	
	


(13)
[23]
QUESTION 3 (13 marks)
ACCOUNTING RECORDS OF KGOSI ATTORNEYS
(a)

	Account statement

KGOSI ATTORNEYS
L & SONS ATTORNEYS

P. O. Box 990
MAFIKENG

	P. O. Box 246

PRETORIA
31 January 2018

	Fees for receiving instruction

Advocate fees

Correspondence fee
Subtotal

Your share of fees (allowance)    (Calc. 1)
Amount due   (Calc. 2)                                                                                       (balance)
	R
1 500

2 500

    330

4 330

	R
    610

 3 720

	
	4 330
	4 330


CALCULATIONS:

(1) (R1 500 + 330) = R1 830 x 1/3 = R610
(2) (R4 330 – R610) = R3 720
(2)
(b)
SUBSIDIARY JOURNALS
General journal for January 2018










GJ10

	Date
	Details
	Fol
	Dr
	Cr

	31
	L & Sons Attorneys (client)

Advocate fees

(Advocate fees outstanding)
	
	R

2 500
	R

2 500


Fees journal for January 2018











 FJ10

	Date
	Details
	Fol
	Dr
	Cr

	31
	L & Sons Attorneys (client)
Fees

(Total fees charged – Mr Moloi

Fees

L & Sons Attorneys (client)
(Share of fees)
	(Calc 2)

(Calc 2)


	R

1 830
610
	R

1 830
610


(2)
GENERAL LEDGERS
	
	Fees account
	         A9

	
	
	
	R
	2018
	
	
	R

	
	
	
	
	Jan 31
	L & Sons Attorneys
	FJ10
	( 1 220


(
Calc 1 (R1 830 – R610) = R1 220
QUESTION 3 (continued)
GENERAL LEDGERS (continued)
Clients control account 





   A11

	2018
	
	
	R
	2018
	
	
	R

	Jan 31
	Journal debits

Fees
	GJ

FJ
	2 500
( 1 220
	Jan 31
	Balance

	c/d
	3 720

	
	
	
	3 720
	
	
	
	3 720

	Feb.  1
	Balance
	b/d
	3 720
	
	
	
	


       Advocate fees account






   A14

	
	
	
	R
	2018
	
	
	R

	
	
	
	
	Jan 31
	L & Sons Attorneys
	GJ
	2 500


(3)
[8]

PART B - THEORY
3 methods an attorney can use to cover payment of the bank charges in the trust bank account:

1. Debit the trust bank statement with the bank charges in respect of the trust bank account.
· If the trust bank statement is debited with bank charges, the firm must transfer money from the business bank account to the trust bank account to cover these bank charges and thus prevent a deficit on the trust bank account.
2. Debit the business bank statement with the bank charges in respect of the trust bank account.

· If the business and trust accounts are kept at the same bank, the attorney’s practice can also instruct its bankers not to debit the trust bank account with bank charges, but to debit its business bank account with such charges.
3. A separate bank account can be opened. All bank charges will be paid from this account.

(5)

[13]
QUESTION 4 (18 marks)
CREDOC ATTORNEYS

SUBSIDIARY JOURNALS

Trust cash receipts journal for November 2017







        TCRJ6

	Date
	Details
	Trust creditors control
	Bank

	
	
	R
	R

	Nov   1
	A Guguletho (purchase) (trust creditor)
	25 000
	25 000

	Nov 29
	Sec 78 (2A) – Investment – V-Venda Bank (trust creditor)
	45 000
	45 000

	Nov 30
	Sec 86(4) trust investment – Safe Bank (trust creditor)
	52 100
	52 100

	
	
	122 100
	122 100


(4½)

Trust cash payments journal for November 2017 






 
        TCPJ6

	Date
	Details
	Trust creditors control
	Bank

	
	
	R
	R

	Nov   1
	Sec 78 (2A) – Investment – V-Venda Bank (trust creditor)
	( (  43 500
	43 500

	Nov   2
	Sec 86(4) trust investment – Safe Bank (trust creditor)
	50 000
	50 000

	
	Sec 86(3) - Trust investment – Capital Bank (trust creditor)
	70 000
	70 000

	Nov 30
	B Mosia (trust creditor)
	1 995
	1 995

	       
	Legal Practitioners Fidelity Fund                                    
	105
	105

	
	
	165 600
	165 600


( R18 500 (trust creditors ledger) + R25 000 (additional amount) = R43 500






  (7½)

General journal for November 2017










   GJ6

	Date
	Details
	Debit
	Credit

	
	
	R
	R

	Nov 30
	A Solomon sec 86(4) – Investment - Fortune Bank (trust creditor)
	( 1 500
	

	
	A Guguletho (trust creditor)
	
	1 500

	
	Transfer of interest to client
	
	

	Nov 30
	Sec 86(4) – Trust investment - Safe Bank (trust creditor)
	2 100
	

	
	B Mosia (trust creditor)                                          (  (R2 100 x 95%)
	
	(  1 995

	
	Legal Practitioners Fidelity Fund (trust creditor)
	
	105

	
	
	3 600
	3 600


( R45 000 - R43 500 (() = R1 500











      (6)
QUESTION 5 (13 marks) 
INDO PROJECTS

GENERAL LEDGER
	Dr
	          VAT Input
	Cr

	2018
Mar   1

31
	Balance

Bank
Trade payables
Trade payables
	b/d

CPJ

GJ

GJ
	R

4 105
( 2 129
2 996

76
	2018
Mar 31
 
	VAT control
	GJ
	R

9 306

	
	
	
	9 306
	
	
	
	9 306

	
	
	
	
	
	
	
	


( R754 + R1 375 = R2 129












      (5)
	Dr
	         VAT Output
	Cr

	2018
Mar 31
	VAT control
	GJ
	R

10 487 
	2018
Mar  1
	Balance

Bank
	b/d

CRJ
	R

7 220 

( 3 267 

	
	
	
	10 487
	
	
	
	10 487

	
	
	
	
	
	
	
	


( R946 + R2 321 = R3 267












      (3)
	Dr
	        VAT Control
	Cr

	2018
Mar   1

31
	Balance

VAT input
Balance
	b/d

GJ
c/d
	R

650

9 306 

531 
	2018
Mar 30
	VAT output
	GJ
	R

10 487 

	
	
	
	10 487
	
	
	
	10 487

	
	
	
	
	Apr   1
	 Balance
	b/d
	531


(5)
[13]
QUESTION 6 (18 marks)
(a)

BOPEDI TRADERS
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 SEPTEMBER 2017

	
	R

	Revenue 

	768 540

	Cost of sales

	(569 600)

	Inventory (01/10/2016) 

	84 000

	Purchases 

	580 600

	
	664 600

	Inventory (30/09/2017)

	(95 000)

	
	

	Gross profit 

	198 940

	Distribution, administrative and other expenses
	(160 340)

	
	38 600

	Finance cost

	(22 300)

	   Interest on long-term loan

	22 300

	Profit for the year

	16 300

	   Other comprehensive income for the year

	–

	Total comprehensive income for the year

	16 300


(10)

(b)

(i)
Trade receivable collection period
	=
	Average trade receivables   x   365

           Credit sales                      1

	=
	(248 230 + 252 400) / 2
	[OR]    500 630 / 2

	
	     (768 540 x 50%)
	             384 270 

	[OR]
	 250 315

	
	 384 270

	=
	237,76 days                                                                                                                                                  (5)


(ii)
Interest cover

	=
	Profit before interest and tax

	
	                Interest

	=
	(16 300 + 22 300)

	
	         22 300

	[OR]
	 38 600 
	

	
	 22 300
	

	=
	1,73 : 1                                                                                                                                                          (3)


  [18]
QUESTION 7 (25 marks)

PG ATTORNEYS 

	Date
	Account to be

debited
	Account to be

credited
	Effect on the accounting equation

	
	
	
	Assets
	Equity
	Liabilities

	
	
	
	R
	R
	R

	1
	P Pomper / 

Trade receivables control
	Services rendered / Fees

charged
	+ 4 500
	+ 4 500
	

	2
	Petty cash
	Bank
	+ 1 300
– 1 300
	
	

	4
	Trust bank
L Macklair / 
Trade receivables control
	Bank
L Macklair / 

Trust creditors control
	+ 15 350
– 15 350
+ 15 350
	
	+ 15 350

	7
	Bank
	L Gureth / 
Trade receivables control
	+ 4 780

– 4 780
	
	

	11
	Courier and Postage
	Petty cash
	– 350
	– 350
	

	22
	Water and electricity
	Bank
	– 1 335
	– 1 335
	

	25
	Furniture
	WoodOffice Furniture / 
Trade payables control
	+ 34 400
	
	+ 34 400

	29
	L Gureth / 
Trade receivables control
	Bank
	– 4 780
– 4 780
	
	


[25]

