Solution
a.
Cash book (bank column)
	  
	marks
	$
	  
	marks
	$

	Balance b/d
	  
	459 000
	Debtor-Dishonoured cheque
	1
	5000

	Suspense-Credit side overstated
	1
	32 000
	Bank charges
	1
	250

	Correction of receipts recorded on credit side
	1
	14 400
	Office equipment
	1
	800

	  
	  
	  
	Balance c/d
	1
	499 350

	  
	  
	505 400
	  
	  
	505 400


  
b.

Mr. Lai
Bank reconciliation statement as at 31 December 2005
	  
	marks
	$

	Balance as per corrected cash book
	1
	499 350

	Add:
	  
	  

	
Unpersented cheque
	1
	45 000

	  
	  
	227 350

	Less:
	  
	  

	
Uncredited items
	1
	8 840

	Balance as per bank statement
	1
	535 510


  
  

c.

Capital expenditure is the expenditure, which result in the acquisition of fixed assets or an improvement in earning capacity. The futures benefits will be yielded to the business for a period longer than a year.
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Revenue expenditure is the expenditure incurred in the day –to-day running of the business or to maintain the existing earning capacity. The benefit is normally consumed in the accounting period in which it is spent.
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