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Accounting Gr 11 & 12 Telematics 2020

Dear Accounting learner

Welcome to the Telematics Schools Project. The 2020 Gr 11 & 12 topics, Asset management and VAT
were identified to help you to revise these topics and strengthen your understanding thereof.

As there is only one lesson per topic, the most important aspects of each topic were included in this book,
especially those that appear regularly in Gr 12 final exams. Fixed Assets can be tested in Paper 1 as
part of the financial statements, but also in Paper 2 where the focus will be on the internal control and
management of fixed assets. VAT will only be included in Paper 2.

Remember to do you Accounting home- and classwork every day to make sure you understand what
was taught in class.

All the best for 2020.

Mrs E Eksteen
Senior Curriculum Planner: Accounting

TELEMATICS TEACHING: ACCOUNTING TIME TABLE — GRAAD 11 & 12; TERM 2 AND 3

By the end of this lesson you should

Date Time Topic T —

TERM 2 15:00 - 16:00 = Movement and = Recording the movement of Fixed Assets
Tuesday, E/!anggi(\ament of = Calculations applicable to Fixed Assets
14 April 2020 xed Assets = Reporting of Fixed Assets

" AssetDisposal = |nternal management of Fixed Assets

TERM 3 15:00 - 16:00 | VAT = VAT concepts

Tuesday, = Calculations w.r.t. VAT

21 July 2020 = Amount payable to/receivable from SARS
Remember:

Fixed/Tangible Assets

Important =  Depreciation
concepts/skills »  Purpose of writing off depreciation
=  What happens when a fixed asset is fully depreciated
=  GAAP principles related to fixed assets:
* Historical Cost — fixed assets are recorded at their original cost price
* Prudence — assets that lose value should be depreciated
* Matching — depreciation is allocated to the appropriate financial year
=  Calculation of depreciation on cost price (straight-line)
= Calculation of depreciation on diminishing balance /carrying value

=  Asset disposal — can be regarded as either a nominal or a balance sheet
account. It is an interim account used to calculate the profit or loss on the
disposal of a fixed asset. It will never be closed off with a balance.
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Disposal of fixed Beginning of year / During the year / End of year
assets
Steps involved in the | Step 1: Transfer cost price Dr Asset disposal
disposal of a fixed Cr Fixed asset (Vehicles or Equipment)
asset Step 2: Write off depreciation Dr Depreciation
(during and end of year) (proportional amount of depreciation)

Cr Accumulated depreciation on Vehicles
or Equipment

Step 3: Transfer accumulated Dr Accumulated depreciation

depreciation (total accumulated depreciation over the
life of the item)

Cr Asset disposal

Step 4: Record sale Cash sale:
Dr Bank; Cr Asset disposal

Credit sale:
Dr Debtors control;  Cr Asset disposal

Trade in:
Dr Creditors control; Cr Asset disposal

Step 5: Calculate/Record Profit:
profit/loss Dr Asset disposal

Cr Profit on sale of asset ('Operating
Income' item in the Income Statement)

Loss:

Dr Loss on sale of asset (‘Operating
Expense' item in the Income Statement)

Cr Asset disposal

FORMATS:
GENERAL LEDGER
Dr Vehicles (or Equipment) (B..) Cr
Asset disposal
Balance b/d (transfer of ccr):;t price of disposed asset)
Bank OR
Creditors' Control Balance clo

(new asset purchased)

Balance b/d

Accumulated Depreciation on Vehicles (or Equipment) (B...)

Asset disposal . Balance b/d
(transfer of accumulated depreciation on asset

sold / traded in)

Depreciation (proportional amount for
current fin. year)

Depreciation (on the remaining old &
new items for the fin. year)

Balance c/o

Balance b/d
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Depreciation
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(N..)

Vehicles
(Can be two entries:
on date of disposal AND

remaining vehicles)

Accumulated depreciation on

end of year for the annual depreciation on

Profit and loss

equipment

Accumulated depreciation on

1

Asset Disposal

(N..)

Vehicles (or Equipment)
(transfer of cost price of item disposed of)

Accumulated depreciation on

vehicles (or equipment)
(transfer of total accumulated depreciation
over the life of the item)

value)

Profit on sale of asset
(when the asset is sold at more than carrying

Creditors’ control / Debtors’

control / Bank / Drawings
(record the selling or disposal price)

Loss on sale of asset (when the
asset is sold at less than carrying value)

NOTES TO THE FINANCIAL STATEMENTS (Statement of Financial Position)

Fixed/Tangible assets (Note 3)

Bbﬁl\é?Ngés VEHICLES | EQUIPMENT TOTAL
Carrying value (beginning of year)
Cost
Accumulated depreciation ) ( ) ( ) (
Movement:
Additions at cost price
Disposals at carrying value ( ) ( ) (
Depreciation ( ) ( ) (
Carrying value (end of year)
Cost
Accumulated depreciation ( ) ( ) (
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ACTIVITY 1 - CONCEPTS
REQUIRED:

Supply the missing concepts in the paragraph below. Choose from the list provided in the block.

INFORMATION:

non-current; historic cost; life expectancy; current; residual;
depreciation;  service life; carrying

Joni is the owner of the courier services, X-FAST Couriers. They own three vehicles which are shown

as ....(1).... assets in the Statement of Financial Position.

The ...(2)...(two words) of the vehicles are about ten years when it will cost more to keep the vehicles on
the road than what it is actually worth. The ....(3).... value of a vehicle after ten years could be as little as
R1 as it has exceeded its useful or ....(4)... life.

The ....(5).... value of a vehicle at the end of Year 3 will be calculated by deducting the total amount of
....(6).... written off over three financial years from the original purchase price, also known as the ....(7)....

ANSWERS:
1.

2.
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ACTIVITY 2 - DEPRECIATION

The information below relates to X-Fast Couriers owned by Joni. Their financial year ends on
31 December each year.

REQUIRED:

Answer the questions and show calculations clearly where required.

INFORMATION

Extract from the FIXED ASSET REGISTER (Vehicles) on 31 December 2019

Vehicles Purchase date Original Cost Depreciation method Planned
replacement date
VW Caddy 1 January 2008 R200 000 Straight line 2018
Toyota Avanza 1 July 2018 R300 000 10% on cost 2028
Honda Motorcycle 30 April 2019 R120 000 20% on carrying value 2029

Calculations and questions:

2.1 Briefly explain:

Straight line method

% on cost

% on carrying value

2.2 Calculate the annual depreciation written off on the VW Caddy.

2.3 Calculate the total accumulated depreciation on the Toyota Avanza on 31 December 2019.

2.4 | Calculate the total accumulated depreciation on Vehicles on 31 December 2019.
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2.5

Joni plans to trade-in the VW Caddy on 1 July 2020 on a new vehicle. The car dealer offered
her R50 000.

(a) What is the carrying value of the Caddy on 1 July 2020. Briefly explain this amount.

(b) She accepted a cash offer of R80 000 from a friend. Explain why this was a wise
choice.

ACTIVITY 3 - Asset Disposal (movement of assets)

3.1 Prepare the Asset Disposal account in the ledger of X-Fast Couriers for the VW Caddy, sold
on 1 July 2020 for R80 000 cash.
Vehicle Purchase date Original Cost Depreciation method
VW Caddy 1 January 2008 R200 000 Straight line
Dr. General Ledger of X-Fast Couriers Cr.
Asset Disposal N7
3.2 Indicate the EFFECT of the cash sale of the VW Caddy on the Financial Statements on

31 December 2020

Statement of Comprehensive Income Statement of Financial Position
(Income Statement) (Balance Sheet)
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ACTIVITY 4 (Addition of new asset)

Joni, the owner of X-FAST Couriers, purchased a new Nissan Bakkie, R350 000 on 1 July 2020 on
credit. from CT Auto.

She paid with an EFT to CT Auto for:
- 20% deposit on the new vehicle
- installation of a tracking system and a gear lock, R8 000

- licencing and number plates, R2 000

4.1 The entries in the General Ledger for all the transaction on 1 July 2020:

Account debited Account credited Amount

4.2 | What is the cost price for the Nissan Bakkie reflected in the Fixed Asset register on
1 July 2020.
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TERM 3

VAT (Value-Added Tax)

CONCEPTS

VAT Value-added tax

Vendor A business who have registered as a VAT vendor and sells goods (trading
business) or renders services (service business).
It has a VAT number issued by SARS.
Registration can be:
« Compulsory: annual turnover is more than R1 million.
e Voluntary:  annual turnover is between R50 000 and R1 million.

SARS South African Revenue Service

Standard VAT rate

15% (This basic rate is regulated through legislation by the government)

Zero-rated items

VAT is charged at 0% on specified items

Exempt items

NO VAT is charged on specified items

Invoice basis

VAT is declared or claimed when the invoice is issued or received
(automatic Accounting basis)

Payments basis

VAT is declared when payment is received or made
(special application basis)

Input VAT Paid by/Charged to a business when goods/services are purchased from
another VAT vendor. Input VAT is included in the cost of the
goods/services.

Output VAT Charged by a VAT vendor when it sells goods or renders services. Output

VAT is included in the selling price of the goods/services.

VAT-inclusive

The amount of VAT/tax is included in the indicated price of the
product/service.

VAT-exclusive

The amount of VAT/tax is NOT included in the indicated price of the
product/service.

REMEMBER:
o The business can be a VAT payer AND a VAT collector, therefore there is ‘input’ and ‘output’ VAT.

o VAT payable to SARS = Output VAT — Input VAT (VAT collected exceeds VAT paid)
o VAT receivable from SARS = Input VAT -Output VAT (VAT collected was less than VAT paid)

ALWAYS note how information is given and what you are required to calculate as amounts
could be VAT inclusive (VAT incl.) or VAT exclusive (VAT excl.)
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VAT payable to SARS Output VAT — Input VAT

VAT receivable from SARS Input VAT - Output VAT

Required calculation VAT Exclusive Inclusive
VAT amount given Given Price X% Price x %
Given price is VAT Exclusive Price X 1%% Given Price x 110%
Given price is VAT Inclusive Price X 1% Price X % Given

VAT Control account

(This format can help in calculating the amount payable to/receivable from SARS)

Dr VAT Control Cr
Debtors Control DAJ | Output VAT reversed due to goods Bank CRJ | Output VAT on cash sales
returned / allowances for damages Debtors Control DJ Output VAT on credit sales
Discount allowed GJ Output VAT on discount granted to Discount allowed GJ Output VAT reversed for discount
debtors cancelled on R/D cheques
Bad debts GJ Output VAT reversed due to Drawings GJ Output VAT on goods taken by the
non-payment from debtors owner
Petty Cash PCJ | Input VAT on petty cash purchases Donations GJ Output VAT on goods donated
Bank CPJ | Input VAT on cash purchases Bank / GJ Input VAT on asset disposal (cash) /
Debtors control Input VAT on asset disposal (credit)
Creditors Control CJ Input VAT on credit purchases Creditors Control CAJ | Input VAT reversed due to returns /

allowances for damages

= All amounts that lead to a decrease In the amount

due to SARS

= All amounts that lead to an increase in the amount
due to SARS

Dr balance (b/d)

(amount due by/ owed by / payable by SARS)

Cr balance (b/d)

(owed / payable to SARS)

ACTIVITY 1

Choose a word/phrase from the alternatives provided to complete the sentences. Write only the
word/term next to the question number.

evasion;

zero-rated;
output VAT;

input VAT;
VAT exempted;

avoidance;
15%; 16%;

R1 000 000;
R50 000

1.1 | VAT paid when vendors purchase trading stock is ....

12 Rent received for a private residence is an example of ...
' services.

1.3 | Tax...refers to legal measures to reduce tax payments.

1.4 | The VAT received by an electrician for services rendered is ...

1.5 | The standard VAT rate for goods and services is currently ...

Businesses with an annual turnover of more than ... have to
1.6 X
register for VAT.
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ACTIVITY 2

The information relates to Rainbow Stores, owner Ben Cloud, for the VAT period ended 31 July 2019.
The owner has voluntary registered for VAT under Category B, invoice base.
The standard VAT rate is 15%.

REQUIRED:

2.1. Calculate: Output VAT from the CRJ
Input VAT from the CPJ
Output VAT from the DJ

2.2 Indicate the posting in the General Ledger for the VAT amounts from the other journals.
2.3  Calculate the amount payable to SARS for July 2019.

2.4. When Rainbow Stores' bookkeeper completed the VAT 201 return she entered the VAT input
R3 000 more than what it should be.
2.4.1 How will this error affect the amount payable to SARS?

2.4.2 Suggest TWO actions the bookkeeper should take to prevent errors on VAT returns.

2.5 Comment on Ben’s decision to voluntary register for VAT.

2.6 Ben’s friend, Charl Coal, owns a braai store (annual turnover of R1,8 million). He told Ben that
he does not intend to register as a tax vendor even though he charges his customers VAT. He
feels that his costs will increase as he will have to employ a qualified bookkeeper to keep his
records well organised. Mention TWO points of advice Ben could give to Charl.

INFORMATION:
A. Amount due to SARS on 1 July 2019, R8 000.

B. Column totals from the journals on 31 July 2019:

Cash Receipts Journal (VAT exclusive)

Sales R268 000
Debtors' Control R100 000
VAT ?

Cash Payments Journal (VAT exclusive)

Trading stock R230 000
Creditors' Control 180 000
Sundry Accounts (equipment and services) 120 000

Debtors Journal
Credit sales (including VAT) | R345 000

Debtors Allowances Journal
VAT column \ R7 245

Creditors Journal
VAT column \ 18 000

Creditors Allowances Journal
Creditors Control (VAT inclusive) ‘ 28 750

General Journal

1. The owner took stock at cost price for personal use. The VAT on these items were R350.

2. Debtor D. Dodge has disappeared. His debt of R4 500 (VAT excl.) is to be written off as
irrecoverable.
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ACTIVITY 2 (Answer sheet)

2.1

2.2

2.3

11

Telematics 2020

Calculate: Answer
Output VAT from the CRJ

Input VAT from the CPJ

Output VAT from the DJ

Posting of VAT amounts

Journal Account debited Account credited VAT Amount
DAJ

CJ

CAJ

Calculate the amount payable to SARS
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24.1

24.2

2.5

2.6

How will this error affect the amount payable to SARS?

Suggest TWO actions the bookkeeper should take to prevent errors on VAT returns.

Comment on voluntary VAT registration

Mention TWO points of advice Ben could give to Charl.
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Zungu Manufacturing is a registered trade vendor. They use the invoice basis when recording

VAT transactions. The standard VAT rate of 15% applies.

REQUIRED:

Complete the table below and analyse the EFFECT of the VAT transactions on the VAT amount
due to / receivable from SARS by using a (+) or (-) WITH the relevant amount.

No Transaction VAT VAT Effect
exclusive VIS ((5554) inclusive (VAT control)
3.1 Cash sales to customers 114 000
3.2 Invoices received from suppliers 460 000
3.3. Credlf[ notes received from 4500
suppliers
3.4 Discount cancelled on R/D
598
cheques
3.5 Petty cash purchases 280
3.6 Zungu Manufacturers had six large credit sales transactions during July 2019. The owner,
Zola, suggested that the bookkeeper does not record these invoices or the VAT on these
transactions until the debtors actually pay these amounts in September 2019.
The reason for Zola's request is that a large amount would be due to SARS in August 2019
which would impact negatively on their cash flow situation. The bookkeeper insisted that
the invoices have to be recorded immediately and that the VAT on these credit sales be
paid on 25 August 2019.
3.6.1 | Do you agree with Zola's suggestion? Explain.
3.6.2 | What could Zola do to avoid challenges with large VAT payments resulting in cash flow

problems.




