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You are advised to spend 25 minutes answering the questions in this booklet,

QUESTION ONE: PROCESSING FOR PARTNERSHIPS

Charlie Rivers and Holly Todman own Rockmusic in partnership. Rockmusic offers lessons
for guitar and drums, and has a recording studio for musicians to record CDs. The business is
registered for GST on the invoice basis.

The following trial balance extract and additional information relate o Rockmusic for t
ended 31 March 2006. g {1 f
,* Mma ™ .

Rockmusic . AS
Trial Balance (extract) awmns 137

as at 31 March 2006

Current = Charlie Rivers 3000 | Capital - Charlie Rivers 140000
Drawings — Charlie Rivers 40000 | Capital — Holly Todman 125000
Drawings — Holly Todman 20000 | Current — Holly Todman 7000

Additional information

1. On 1 October 2005, Holly transferred $10000 from her current account to her capital
acoount,

2.  On 1 January 2006, Charlie contributed an additional $20000 cash to the partnership.

Charlie Rivers and Holly Todman have the following profit-sharing clauses in their Partnership
Agreement.

1.  Salaries to pariners: Charlie Rivers $40000, Holly Todman $30000.

2. Interest on drawings: 10% of the amount above agreed salaries.

3.  Interest on current accounts: 10% per annum on opening balances.

4.  Interest on capital accounts: 10% per annum on average monthly capital balances.

5. Equal share of residual profit.

(a) Completa the General Journal entries indicated by the narrations in tha General Journal

below,
Rockmusic
General Journal Dr F P
it Capital -Chorhic. Rwers 20,000
Charfie Rivers' confribution of $20000 cash to the partnarship N
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k) Coemplete Holly Todman's current account in the General Ladger from 1 April 2005 to
31 March 2006. Record Holly's share of the residual profit as $9050.
Rockmusic
General Ledger
Current — Holly Tndmannr o Bal
(405 | Balance F.000 | r
\[iple5 | Capital - Holly Todman o000 F000 | Cr
3| 3ok | Saleries o000 | DV000 | (c
st an drawings 4,000 w5000 |CF
Trderest on Coorren = (100 |36.700 |Cr
Taterest 0n Capital com e sl mnlC Mowe H[37,709 |cc
Drawsings 55‘:”5'5"\ 1230p | Pr
. oso) — | =250 | br
Prafit Ditdebud iom E.in"-n-.n.r?r'l i__ -
hﬁ_ [
rEﬁH 'F".‘_j"‘-’,",:__{, columa 1s noth,
(c) Explain why Charlie and Holly have included tha I‘cﬂm profit sharing clause i
partnership agreement: 141
“Interest on drawings: 10% of the amount above lagreed salaries DF'L!‘
T diScotrage Choriie ord  Holly to lake Colv
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Charlie is the main provider of drum lessons. As these gmmﬁgnmﬁm portion of the
total revenue of Rockmusic, Charlie and Holly have agreed that Charlie should be rewarded
for his contribution to lesson revenue.

Write a suitable one-senlence profit sharing clause o achieve this. You are NOT required
to explain your clause.
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QUESTION TWO: PROCESSING FOR COMPANIES
Aria Music Lid had the following account balances on 1 July 2005,

Debit Credit

$000 $000
Contributed Equity 3240
Buildings Revaluation Resarve 151
Retained Earnings 2150
Buildings a50
Accumulated Depreciation on Buildings _-fﬁ

At 1 July 2005, contributed equity comprises 1400000 lully paid shares.

The following information relates to the year ended 30 June 2006.

1.  Afinal dividend of 20c per share for the year ended 30 June 2005 was paid to shareholders
on 17 August 2005,

2. On 31 Oclober 2005, $420000 was recaived and banked for the issue of an additional
100000 shares.

3. On 30 June 2006, the company’s buildings were valued by KR Olsen MIVNZ, an independent
registered valuer. The valuation determined the fair market value of the buildings to be
$990000. Depreciation on buildings is 2% per annum straight line,

4.  Profit after tax for the year ended 30 June 2006 amounted to $670000.

9. On 31 July 2006, directors declared a final dividend of 30c per share for the year ended
30 June 2006, to be paid on 16 August 2006,

(a) Show the General Journal entry necessary to record Lhe issue of shares on 31 Oclober 2005.
A narration is not required.

Aria Music Lid
General Journal

310105 |B.q ke Alo

Faid- in Capital 410

2 account for the final dividend for 2005 including the closing

Aria Music Lid
General Ledger
Final Dividend (2005)
N $000 | $000 | $000
iﬁll[gﬁ Bank e 28080 230 |Dr
" AR edatres €Ol rnings, \'\‘«_\\x AB0 o !
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{c) Complete the Retained Earnings General Ledger account from 1 July 2005 to 30 June 2006.

The opening balance has been entered for you.
Aria Music Lid
General Ledger
Retained Eamings
o . $000 $000 £000

01/07/05 |Balance 2150 |Cr
30/06/06 | Pe 1 ot morce S, Brory 630 2810 |Cr
Final Dividend A30 IS4 |Cr

(d} Complete the General Journal entries relating to the buildings, indicated by the narrations in
the Genaral Joumnal below. Do not abbreviate account names.

Aria Music Ltd
General Journal

300606 | Deg reciadion - Buitdings 19
Aecrmutaied Deprectation - Eq...:l-nl.:,-..gg, 19

Record depreciation expense on buildings for the year
JO0BI06 | Acciwmanialest deprecialion - Builelinas ¥ s
Elnilﬂ{h-liﬁ. 5?

Transfer accurnulated depreciation on buildings to bulldings
00606 Eu-’lﬂlﬁﬂﬁ, %
E-'-.a.'-h“rﬁ;. Revalualion Eeicive 4

Revalue buildings to their current independent fair value

Auccoanling B0501, 2006
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{8) Explain wh iLis-pecassary for Aria Music Lid lo gel an independent registered valuer to

This s because
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(i) Equity is simply the difference between assels and liabilites. fronn  Ara Music L4t
hEﬂ-dquH “Aleir Mn asselbn |
Explain why Ara Music Lid has chosen to keap a Conftributed Equily account separate fmm
the Retained Eamings accounl, even though this is not required by the Companies Act 1993,

ke capidal :

-To shows a cleor disdinclion belween

ofF At
Cotdrlouled. Frarm  shoreholders w Music demsetves gnal

e profit relairedd in Aria Musie afder all Owrer aLis tribertions

Stace. Al exislemee ol Aric Musie .
= 5o dhal oulsiders con casily caltulate
et mighv influence Alait spimden of  Aria l'!t"'ll.-ti,:,.t-t;lf AT

irnpetton+ radvos

as earni~r§s per Share.

I35 bC

Aecounting 90501, 2006



	P1-Explan-Note.jpg
	P2.jpg
	P3.jpg
	P4.jpg
	P5.jpg
	P6.jpg

