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1. Bookkeeping, Accounting, Heads of
Accounting & Accounting Equation

Q1

Complete the table by placing a tick (v') to show where each item is shown on the statement
of financial position.

Current liabilities MNon-current liabilities

Trade payables

Bank overdraft

Q2

State two reaszons why Adit should produce an annual income statement.
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2. Business Documents

Q1

Mazmeen receives business documents from her credit suppliers.
REQUIRED

(¢) Complete the table below by placing a tick (v") to indicate which document(s) each item
appears on. The first one is completed for you.

Invoice Credit note | Statement
of account
A credit purchase Vv ./

The balance owing by Nazmeen to a
supplier at the end of the month

A purchases return

Trade discount deducted from list price

Payment made to a credit supplier

(4]

Q2
Shilpa is a trader and she buys goods from dilip. Shilpa returned goods to Dilip on 10 January.

Complete the table by placing a tick (v) to indicate which document Dilip would send to
Shilpa for the retumn of goods on 10 January.

Debit note

Credit note

(1

Q3

Leo received a statement of account from Hunter.
REQUIRED
(c) State two purposes of issuing this statement to Leo.

@
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Q4

Dev owns a business selling furniture.

The following transactions took place during August 2020.

Transaction Date Details 3
1 August 9 Sold goods on credit to Petra 675
2 14 Petra returned damaged goods to Dev 120
3 23 Banked cash sales 412
4 29 Petra settled her outstanding balance at 1 August by

credit transfer after taking a cash discount of 5%
On 1 August 2020, the balance on credit customer Petra's sales ledger account was $340 debit.

REQUIRED

(a) Complete the table to name each business document and book of prime entry for the following
transactions in Dev's accounting records.

Transaction Business document Book of prime entry
2
3
4

(6]
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3. Cash Book / Petty Cash Book

Q1

Rasheed started a business on 1 October 2021. He maintains a petty cash book in the business.
A monthly imprest of $100 is restored on the first day of each month.

REQUIRED
(a) State two advantages of maintaining a petty cash book.

-2

Rasheed's transactions for the month of September 2022 were as follows.

5

September 2 Paid taxi fare 12
7 Paid purchases ledger account of Crystal 16

13 Bought postage stamps 10

18 Paid purchases ledger account of Kalpa 15

25 Paid bus fare 5

29 Paid cleaner 28

REQUIRED
(b) Complete Rasheed's petty cash book for the month of September 2022 on the next page.

Balance the petty cash book and bring down the balance on 1 October 2022. Clearly show
the amount required to restore the imprest.
(8]
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Rasheed — Petty Cash Book

Total Date Details Total Travel Postage Cleaning Ledger
Received paid accounts
$ 2022 3 § -] § ]
100 September 1 Cash | i | i | i | e | e

(c}) Record the entries which would be made in the following accounts in September 2022. It is
not necessary to total or balance the accounts.

Rasheed
Postage account

Date

Details

$

Date

Details

Purchases ledger
Crystal account

Date

Details

$

Date

Details

(2]
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At the end of his first year in business Rasheed had a closing inventory of $8600.
REQUIRED

(d) Prepare the inventory account at 30 September 2022. Balance the account and bring down
the balance on 1 October 2022.

Rasheed
Inventory account

Date Details $ Date Details 3

2]
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Q2

Peter is a trader. The following transactions took place in April 2022.

April 2
3
8

15

18

20

25

29

REQUIRED

Cash sales, $410, were paid directly into the bank account
Paid $798 to Rahat, by cheque, in full settlement of a debt of $840
Paid $42 cash for a motor vehicle repair

Purchased goods, list price $320, on credit subject to a trade discount of 10%, from
Rahat

Cash sales, $460

Paid $392 to Samir by telephone transfer, having deducted 2% cash discount from
the amount due

A cheque for commission receivable, $115, was paid into the bank account

Paid $285 to Rafael by cash, in full settlement of a debt of $300

(a) Prepare Peter's cash book on the page opposite.

Balance the cash book and bring down the balances on 1 May 2022.

Peter
Cash Book
Date Details Discount Cash Bank Date Details Discount Cash Bank
allowed received
2022 3 $ $ 2022 $ $ $
Apr 1 | Balance b/d 135 920 | s | i | e | eeeniins | e
1]
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(c) Prepare the account for Rahat as it would appear in the ledger of Peter.
Balance the account and bring down the balance on 1 May 2022.

Peter
Rahat account
Date Details g Date Details 5
2022 2022
.............................................................. Apr 1 Balance b/d 840
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Q3

Mazmeen makes all payments of less than $100 by petty cash. The imprest amount, which is

§200, is restored on the first day of each month from the bank account.
MNazmeen provided the following information for January 2022.

January 3 Paid for petral, $35.

8 Paid for magazines for the reception area, $14.
17 Paid $60 to GL Limited, a trade payable.
26 Paid for vehicle cleaning, $9.
29 Paid $38 to Alim, a trade payable.

REQUIRED

(b} (i) Complete Nazmeen's petty cash book on the following page.

Balance the petty cash book, bring down the balance on 1 February 2022 and restore

the imprast.

Petty Cash as at 1st January 2022 is $200.

Nazmeen
Petty Cash Book
Total Date Details Total Motor Sundry Ledger
received paid EXpenses EexXpenses accounts
§ $ $ $
$
2022
[10]
(i) State one advantage of using the imprest system for petty cash.
..................................................................................................................................... [1]
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Q4
Shilpa is a trader. The following transactions took place in January 2021.

January 2 Paid rent, $450, by direct debit

3 Bought goods on credit from Dilip, list price $120, subject to a trade discount of
25%

6 Sold goods on credit to Kabir, list price $200, subject to a trade discount of 20%
9 Sold surplus office fittings for 5110 which was paid by credit transfer

10 Returned goods to Dilip, list price $20. These goods had been purchased on
3 January

11 Paid $50 to Dilip in cash

15 Cash sales, $85, were immediately paid into the bank
17  Paid office expenses, $30, by credit transfer

20 Sold goods on credit to Pari, $150

21 Kabir paid by cheque for the goods he purchased on 6 January, after deducting
cash discount of 7¥2%

24  Paripaid $141, by cheque, in full settlement of the purchases made on 20 January

26 Sold goods on credit to Yash, $62, offering him a discount of 5% if he paid within
21 days

Complete Shilpa’s cash book on the page opposite.
Balance the cash book and bring down the balances on 1 February 2021.
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Shilpa

Cash Book
Date Details Discount Cash Bank Date Details Discount Cash Bank
allowed received
2021 5 5 $ 2021 $ $ $
Jan1 | Balance b/d | . 200 B4 | | s | s | s | e

Prepare the ledger account of Dilip for January 2021. Balance the account and bring down
the balance on 1 February 2021.
There was no balance on Dilip's account on 1 January 2021.

Shilpa
Dilip account

Date Details g Date Details 5
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Q5

Rahat is a trader.

The following transactions took place in March 2021.

3 Cash sales, $580, were paid directly into Rahat's business bank account

6 Paid insurance, $360, by direct debit

9 Paid $196 to GH Limited by telephone transfer, having deducted 2% cash
discount from the amount due

March
13
17
27
30
REQUIRED

Cash sales, $140

Paid $75 cash for stationery

{a) Complete Rahat's cash book on the page opposite.
Balance the cash book and bring down the balances on 1 April 2021.

Paid $340 to Colin by cheque in full settlement of a debt of $350

Sold old office equipment to Burgess, who paid $50 by cheque in full settlement

Rahat
Cash Book
Date Details Discount Cash Bank Date Details Discount Cash Bank
allowed received
2021 $ $ $ 2021 3 3 3
March 1 | Balance bid | o 150 | s March 1 | Balance bid | o | e 1980
(11]
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Q6

Leo maintains a petty cash book using the imprest system. The imprest amount, which is $200, is
restored on the first day of each month.

All payments of less than $100 are made from petty cash. All cash receipts of less than $100 are
paid into petty cash.

On 1 April 2021 Leo had $48 in his petty cash box. Leo provided the following information for April

2021.
April 1
2
T
13
18

25

Restored petty cash imprest from the business bank account

Paid for office cleaning, $21

Paid for train ticket, $13

Paid $72 to Hunter, a trade payable

Paid taxi fare, $14

Received cash, $11, from Conrad, a trade receivable

REQUIRED

(a) Prepare Leo's petty cash book for the month of April 2021, on page 3.

Balance the petty cash book and bring down the balance on 1 May 2021.

Leo
Petty Cash Book

Details

Office
expenses

Ledger
accounts
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(b) (i) Mame the ledger to which each of the following would be posted.
The total of the column for travel expenses

The payment to Hunter

Q7
Amara maintains a petty cash book using the imprest system. The imprest amount of $200 is
restored on the first day of each month. On 1 January 2020 Amara had a balance of $65 in her
petty cash.
All payments of less than $100 are made from petty cash.
On 1 January 2020, Amara owed 385 to Razvan, a credit supplier.
Amara provided the following information for January 2020.
January 1 The petty cash imprest was restored from the business bank account.
3 Purchased stationery for cash, $24
7 Paid travelling expenses, $49
14 Paid Razvan the amount outstanding on his account
19 Purchased goods on credit from Razvan, 5200 less 10% trade discount
22 Paid taxi fare, $18

28 Retumed goods to Razvan which had been purchased on 19 January, list price
340

29 Paid postage, $11
REQUIRED
(a) Prepare Amara’s petty cash book for the month of January 2020, on the page opposite.

Balance the petty cash book and bring down the balance on 1 February 2020.
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Amara
Petty Cash Book

Total
recaived

Date

Details

Total

Postage and

Amara’s supplier, Razvan, maintains a full set of accounting records.

REQUIRED

{b) Prepare the account of Amara as it would appear in the ledger of Razvan.

Balance the account and bring down the balance on 1 February 2020.

Razvan

Amara account

Date

3 Date

(6]
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Q8
Amara usually pays Razvan by cash or cheque.

REQUIRED

(d) State two other methods which Amara could use to pay Razvan from her bank account.

2 e oo e o [2)

Q9

Bilal is a trader. He buys goods on credit and for cash. He sells goods on a cash basis only.
The following transactions took place in April 2020,
April 4  Bought goods on credit from Milly, list price $320, subject to a trade discount of 20%
5 Bought goods on credit from EHL Limited, $500
6 Bought stationery, 5145, paying by cheque
8 Cash sales, $280, were paid immediately into Bilal's bank account
10  Paid 3128 cash to Milly
12  Cash sales, $110

13 Bought goods on credit, $250, from Todd who offers 4% cash discount for payments
made within 14 days

17 Bought office equipment, $500, paying by bank transfer

21 Paid by cheque for the goods purchased from Todd on 13 April after deducting the cash
discount

24 Paid $485 to EHL Limited by telephone transfer, having deducted 3% cash discount

28  Sold old office equipment for $50 cash
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Bilal

Cash Book
Date Details Discount Cash Bank Date Details Discount Cash Bank
allowed received
2020 t] 3 3 2020 S $ 3
April 1 |  Balance bid | 160 T960 | i | e | ceeeieeene | s | eeeeeenaeee
2]
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4. Sales, Purchases and Returns Journals

Q1

RB has arranged with his suppliers to receive a 25% trade discount off list price and a 2% cash
discount. The cash discount is only for payments made within 10 days.

On 5 March 2022 RB received an invoice from JP for the supply of goods with a list price of $3000.
The invoice was paid on 13 March 2022.

REQUIRED
(d) Calculate each of the following:

(i) the trade discount

- [1]

(ii) the cash discount

- [1]

(i) the amount paid to the supplier JP

1]
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Q2

Nakul is a trader. He buys and sells goods on credit. He buys most of his supplies from one
supplier, Nadia, who allows Nakul a trade discount of 20%.

The following transactions took place in January 2022.

Jan 2 Paid $441 by cheque to Nadia, in full settlement of $450 owed to her at
1 January 2022.

12 Bought goods on credit from Nadia, list price $350
14 Returned faulty goods to Nadia, list price $80
18 Bought goods on credit from Nadia, list price $400
23 Sold goods on credit, $800
29 Bought goods on credit, $60, from Sophie
30 Returned goods to Sophie, $9

REQUIRED

(a) Prepare the purchases journal for January 2022.
Total the journal and indicate the ledger account to which the total would be posted.

MNakul
Purchases journal

Date Details $ $
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(b) Prepare the purchases returns journal for January 2022.
Total the journal and indicate the ledger account to which the total would be posted.

Nakul
Purchases returns journal

Date Details 3 3

(3]
(c) Prepare the account for Nadia, for January 2022, as it would appear in the books of Nakul.
Balance the account and bring down the balance on 1 February 2022.
Nakul
Nadia account
Date Details 5 Date Details $
[6]

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 22


mailto:zain.zest@gmail.com

Q3

Shilpa is a trader. The following transactions took place in January 2021.

January 2

3

10

11
15
17
20

21

24
26

REQUIRED

Paid rent, 3450, by direct debit

Bought goods on credit from Dilip, list price $120, subject to a trade discount of
25%

Sold goods on credit to Kabir, list price $200, subject to a trade discount of 20%
Sold surplus office fittings for $110 which was paid by credit transfer

Returned goods to Dilip, list price $20. These goods had been purchased on
3 January

Paid $50 to Dilip in cash

Cash sales, 385, were immediately paid into the bank
Paid office expenses, $30, by credit transfer

Sold goods on credit to Pari, $150

Kabir paid by cheque for the goods he purchased on 6 January, after deducting
cash discount of 72%

Pari paid $141, by cheque, in full settlement of the purchases made on 20 January

Sold goods on credit to Yash, $62, offering him a discount of 5% if he paid within
21 days

(a) Prepare Shilpa's sales journal for January 2021.
Total the journal and indicate the ledger account to which the total would be posted.

Shilpa
Sales journal

Details
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Q4

Bilal is a trader. He buys goods on credit and for cash. He sells goods on a cash basis only.

The following transactions took place in April 2020.

April 4  Bought goods on credit from Milly, list price $320, subject to a trade discount of 20%
5 Bought goods on credit from EHL Limited, $500
& Bought stationery, $145, paying by cheque
8 Cash sales, $280, were paid immediately into Bilal's bank account
10 Paid 3128 cash to Milly
12  Cash sales, $110
13  Bought goods on credit, $250, from Todd who offers 4% cash discount for payments
made within 14 days
17 Bought office equipment, $500, paying by bank transfer
21 Paid by cheque for the goods purchased from Todd on 13 April after deducting the cash
discount
24  Paid 3485 to EHL Limited by telephone transfer, having deducted 3% cash discount
28 Sold old office equipment for $50 cash
REQUIRED

(a) Prepare the purchases journal for April 2020.

Total the journal and indicate the ledger account to which the total would be posted.

Bilal
Purchases journal

Date

Details 5 ]

[4]
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Q5

Place a tick () in the correct column fo indicate to Maira the book of prime entry in which
each of the following should be recorded.

Cash book Purchases journal Purchases
retums journal

Discount received from a
supplier for prompt payment

Credit note received from a
supplier

Direct debit paid to a
supplier

3]
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5. General Journal

Q1

Mazmeen started in business as a hairdresser on 1 January 2022. She purchases her hairdressing
supplies on credit and uses the imprest system for her petty cash.

Mazmeen's assets and liabilities at 1 January 2022 were as follows:

5
Mator vehicle 11000
Balance at bank 2300
Petty cash 200
Bank loan 2500
REQUIRED

(a) (i) Prepare the general journal entry to record the opening assets and liabilities at
1 January 2022. A narrative is required.
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Q2

Jules is a hairdresser. He bought some new energy-saving hairdrying equipment, 51900, on credit
from YZH Limited on 30 April 2022.

REQUIRED
(a) Prepare the journal entry to record the purchase of these hairdryers. A narrative is required.

Jules
Joumal

Date Details Debit Credit

(3]

Q3
On 2 February 2020 Amara paid the balance due to Razvan. She deducted cash discount of 2%.

REQUIRED

{c) Complete the following table by placing a tick () in the correct column to show how Razvan
should record the cash discount. Where an account has no entry, tick ‘no entry”.

debit credit no entry

Amara account

Discount allowed account

Discount received account

(2]
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Q4

Sariah owns a business selling ladies’ clothing. She maintains a system of double entry
bookkeeping.

The following occurred during September 2020.
1 Purchased a motor vehicle on credit from Sharpe Motors $6350.

2 Ruhee, a credit customer, was declared bankrupt owing Sariah $1200. The debt is to be
written off.

REQUIRED
(a) Prepare journal entries to record the above transactions. Narratives are not required.

Sariah
Journal

Details Debit Credit

[4]
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6. Trial Balance

Q1

Demis is a trader. | lis financial year ends on 31 Decemnber.
He prepared the following trial balance which contains errors.

Demis
Trial balance at 31 December 2021
Debit Credit
5 5
Sales 80052
Purchases 52420
Purchases 52420
Rates and insurance 11500
General expenses 1092
Property 92500
Fixtures at cost 34000
Provizion for depreciation of fidures 21760
Trade receivables 7410
Trade payables 4665
Inventory 9800
Cash at bank 8045
Capital at 1 January 2021 109940
Drawings 11320
Suspense 60770

283772 283772

Additional information
1. There was 580 in the petty cash box at 31 December 2021.

2. The value of inventory on 31 December 2021 was included in the trial balance.
The inventory valuation had increased by 20% since 31 December 2020.
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{a) Prepare a corrected trial balance at 31 December 2021.

Corrected Trial Balance at 31 December 2021

Sales

Purchases

Rates and insurance
General expenses
Property

Fixtures at cost

Provision for depreciation of fixtures
Trade receivables

Trade payables
Inventory

Cash at bank

Capital at 1 January 2021
Drawings

Credit
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Q2

Meith is a trader. Her financial year ends on 31 March.
Meith prepared the following trial balance which contains errors.

Meith
Trial Balance at 31 March 2021
Debit Credit
3 $
Fixtures and equipment at cost 300000
Provision for depreciation of fixtures and equipment 120000
Inventory 9100
Trade receivables 16100
Provision for doubtful debts 322
Petty cash 100
Bank overdraft 11400
Trade payables 3200
Capital at 1 April 2020 160000
Sales 107 498
Purchases 41520
Rent and rates 16000
Office expenses 9000
General expenses 8150
Suspense 210594

506492 506492

Additional information

1  The value of inventory on 31 March 2021 was included in the trial balance.
On 1 April 2020 the inventory was valued at $8800.

2 On 30 March 2021, a motor vehicle was sold at book value, $2750. The disposal was

correctly recorded but no entry was made in the account of the purchaser. The purchaser
was expected to pay the amount due on 30 April 2021.
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REQUIRED

{a) Prepare the comected trial balance at 31 March 2021.

Meith
Corrected Trial Balance at 31 March 2021
Dahit Cradit
3 5

Fixtures and equipment at cost
Provision for depreciation of fixtures and equipment
Inventory

Trade receivables

Provision for doubtful debts
Petty cash

Bank overdraft

Trade payables

Capital at 1 April 2020

Sales

Purchases

Rent and ratas

Office axpenses

General expenses

(6]

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 32


mailto:zain.zest@gmail.com

Q3
Ame provided the following balances from his books at 31 March 2020.

3
Capital 10369
Drawings 4000
Equipment at cost 15500
Provision for depreciation of equipment 3100
Inventory at 1 April 2019 1765
Trade receivables 1290
Bank overdraft 475
Trade payables 1600
Sales 31250
Furchases 18330
Purchases returns 910
Carriage inwards 640
Discount received B15
Commission receivable 1500
Rent and insurance 5700
Office expenses 2425
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(a) Prepars Ame's frial balance at 31 March 2020

Shiow the diffzrencs in the trial balancs totals as a suspense account balance.

Capital
Drawings

Equipment at cost

Provision for depreciation of equipment

Inventory at 1 April 2019
Trads receivables
Bank overdrait

Trade payables

Sales

Purchases

Purchases retums
Carriage inwards
Discownt recsived
Commission recaivables
Rent and insurance

Oiffice expanses

Suspenss

Ame

Trial Balance at 31 March 2020

[E]
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7. Bank Reconciliation

Q1

MG has been in business for a number of years as a furniture manufacturer. On 31 August 2022
the bank column of his cash book showed the business had $25600 in the bank account. The
bank statement on this date showed a credit balance of $24 815.

The following transactions were included only in the cash book.

5
Cheque paid to JW 680
Cheqgue received from TH 910

In addition, an error had been identified. A standing order for rates of $205 had incorrectly been
recorded in the cash book as $255.

The following transactions were included only on the bank statement.

3
Dishonoured cheque received from R.J 420
Insurance paid by direct debit 110
Bank charges fifs]

REQUIRED

(a) Update the cash book of MG. Bring down the updated balance on 1 September 2022,

MG
Cash book (bank columns only)

Date

Details

Date

Details
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(b) Prepare a bank reconciliation statement at 31 August 2022.

MG
Bank reconciliation statement at 31 August 2022

- 4]
(c) State two reasons why a business would prepare a bank reconciliation statement.
2.
(2]

(d) State two possible reasons why the chegue from RJ was dishonoured.

2.
(2]
(e) Explain the differences between a direct debit and a standing order.
- 2]
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Q2

Peter has received a bank statement for April. He is using it to prepare a bank reconciliation
statement and to update his cash book.

REQUIRED

(b) Flace a tick (+) to show how each item in the table below would be used to prepare the bank
reconciliation statement or to update the cash book.

Prepare bank reconciliation Update cash book
statement
Added Deducted
ltems to be adjusted to bank from bank Debited to Credited to
statement statement cash book cash book
balance balance
Bank charges
Direct debit for rent
Cheque paid to a supplier
but not yet cashed
Cheque for commission
received dishonourad
Dividend received
[5]

Q3
Cash Book (Bank Column) Balance as at 31 December 2021 was $8095.

Demis has received a bank statement which shows that there were unpresented cheques of 5437
at 31 December 2021. There were no outstanding lodgements.

REQUIRED

{b) Calculate the bank balance shown on the bank statement at 31 December 2021. Indicate
whether this balance is a debit or a credit balance.
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Q4

Complete the following table by placing a tick (v) in the correct column to indicate whether
each item would be used to update the cash book or would appear in the bank reconciliation
statement.

Update the Bank
cash book reconciliation
statement

Cheque from Burgess dishonoured

Chegque to Colin unpresented

Cwerdraft interest

Standing order paid for rates

(4]

Q5
The Club’s Cash Book (Bank Column) Balance showed $3447 at 29 February 2020.

The club's bank statement at 29 February 2020 showed a positive balance of 37162.
On comparing the bank statement with the cash book, the treasurer found:

1 Competition fees. 5260, had not been recorded by the bank.

2  Acheqgue paid for 325 for competition prizes had been charged twice by the bank.

3 The payment for fittings, $4000, was made on 27 February 2020, and had not been recorded
on the bank statement.

REQUIRED
{c) Prepare the bank reconciliation statement for ZED Sports Club at 29 February 2020.

ZED Sports Club
Bank Reconciliation Statement at 29 February 2020
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Q6

Eniola compared her bank statement for July 2020 with the bank columns of her cash book. She
provided the following information.

5
Overdrawn balance shown in the cash book at 31 July 2020 3420
Direct debit payment dated 25 July 2020, had not yet been entered in
the cash book 350

A cheque received from a customer on 12 July 2020 was dishonoured.
This dishonoured cheque had not yet been recorded in the cash book 665
Bank charges on the bank statement had not yet been entered in

the cash book 45
Unpresented cheques at 31 July 2020 1290
Uncredited deposits at 31 July 2020 410

REQUIRED

(a) Calculate the corrected balance of the bank columns in the cash book at 31 July 2020.

(b) Prepare a bank reconciliation statement at 31 July 2020. Clearly identify the bank statement
balance at that date.

Eniola
Bank Reconciliation Statement at 31 July 2020
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8. Accounting Rules

Q1

Explain why the matching principle is important in the preparation of RB's income statement.

- [3]
Q2
Sian and Tom prepare their financial statements on a going concern basis.
Explain the accounting principle of going concemn.
- 2]

Q3
(Reference: 2022 May/June 21)

Explain the meaning and importance of the principle of consistency in the preparation of
fimancial statements.
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Q4

Explain how the materiality principle is applied to the treatment of non-current assets.

..................................................................................................................................... [2]
Q5

State the accounting principle which is being applied when irrecoverable debts are written off.

_____________________________________________________________________________________________________________________________________________ 1
Q6

Complete the table by placing a tick («) in the correct column to indicate to Maira the
accounting objective which is described in each statement.

Comparability Relevance Reliability

Maira's financial statements should be
free from significant errors.

Maira's financial statements should be
provided in time for her to use them
when making decisions about her shop.

[2]

Q7

Mame the accounting principle which is being applied when figures from the petty cash
book are posted to the appropriate ledgers.
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Q8

By writing off any irrecoverable debts, Omer would be applying the matching and prudence
principles.

It is also important for Omer to apply other accounting principles.

REQUIRED

(e) State why Omer should apply each of the following accounting principles.
Matching

Q9

Kia has recorded the purchase of a calculator, $5, as an office expense.
REQUIRED

(d) State three reasons why Kia did not record this as a non-cumrent asset.
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Q10

Tej is a trader who sells goods on credit.

Mame the accounting principle applied when the income statement is adjusted for rent
prepaid.

- (1]

(i) Explain how the realisation principle is applied to the recording of Tej's credit sales.

2

(ii) Explain how the prudence principle is applied to the maintenance of Tej's provision for
doubtful debts.

2

Q11
Shiv is a trader. Shiv had withdrawn $900 for a family holiday during the year. He had included this in the

expenses.

Name the accounting principle Shiv should apply when recording the $300 he had used for a
family holiday.

Q12

State two reasons why Adit should apply the money measurement principle.
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Q13
Bilal is a trader.

Mame one accounting principle applied by Bilal in each of the following situations.

accounting principle

The double entry for the posting of the purchases journal
entries is completed by posting the individual amounts to
the purchases ledger.

The purchase of goods on 5 April did not include goods
costing $55 which Bilal bought for his own use.

The stationery purchased on 6 April had been recycled.
This is expected to improve the reputation of the business.
Reputation is not recorded in the accounting statements.

The value of office equipment shown in the financial
statements was based on its purchase price.

[4]

Q14

The information in the accounting statements is affected by the company’s accounting policies.
REQUIRED

{d) E=xplain to the directors of JKY Limited the importance of the following objectives in selecting
the company's accounting policies.

(i} comparability
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9. Inventory Valuation

Q1

Mala is a trader who buys and sells stationery.

She provided the following information about her inventory at 28 February 2022,

ltem Mumber of | Cost per unit | Carriage Selling Selling

units inwards per | expenses price per
unit per unit unit

3 5 3 3
Packs of paper 240 4.50 - - 8.00
Packs of envelopes 225 5.50 1.00 1.50 10.00
MNotepads 150 4.00 2.00 - 5.00
Boxes of pencils 96 3.60 - - 6.00

REQUIRED

{a) (i) Calculate the value of Mala's inventory at 28 February 2022.
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Q2

Hani iz a frader. Her financial year ends on 31 March.
Shea provided the following information abouwt har three types of inventory at 31 March 2020,

Inventory Mumber Cost Selling prica Selling expanses
item of units par unit per unit per unif

3 5 3
A 10 17 20 2
1
2

B B85 18 19
C an 15 16

REQUIRED

{a) Calculate the total valus of Rani's imventory at 31 March 2020,

et e oot e et e oo emees e e ee e eeeemeeeeemeseeeee e eseeseeennnenens []

Hani later discoverad that she had an amount of invantory of item D at 31 March 2020. This
inventory onginally cost 51680. Sha considered this invantory to be obsoleta.

REQUIRED

(b} E=xplain to Rani how the value of the inventory of itam D affected the profit for the year ended
31 March 2020.

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 46


mailto:zain.zest@gmail.com

10. Capital & Revenue Expenditure, Capital &
Revenue Receipts

Q1

Complete the table by placing a tick (v) to show how Nala should treat each item of her
expenditure.

Capital Revenue
expenditure | expenditure

Computer printer paper

Computer equipment

Installation of computer equipment

Motor vehicle

Insurance of motor vehicle

Delivery of motor vehicle

(4]
Q2

Nala has treated the receipt of a bank loan as a revenue receipt.
REQUIRED

(c) Complete the table by placing a tick (+) to show the effect of the error on capital and on
liabilities.

overstated | understated

Effect on capital

Effect on liabilities

2]
Q3

Jas owns a printing business and has recently incurred various expenditures relating to her
premises.

REQUIRED

(a) Complete the table by inserting a tick {«') to show how each item of expenditure should be
classified. The first one has been completed as an example.

Capital Revenue
expenditure expenditure
Building new extension to warehouse v

Rates on new extension

Carriage costs for roof tiles for new extension

Legal costs for new extension

Repairs to office roof

[4]
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11. Control Accounts

Q1

MC is a trader who maintains a full set of accounting records and prepares control accounts at the

end of each month.

REQUIRED

{(a) Complete the table to name the book of prime entry which MC would use to obtain information

when preparing control accounts.

Itermn

Book of prime entry

Discount received from credit suppliers

Purchases returns

Contra entries

Interest charged by credit suppliers

(b) Explain how a contra entry is treated in the ledger accounts.

[4]

MC has provided the following information for the month of J

On 1 July 2022
Purchases ledger control account credit balance b/d
Purchases ledger control account debit balance b/d

Totals for the month
Credit purchases
Credit purchases returns
Cash purchases
Cheques paid to credit suppliers
Discount received
Cash paid to credit suppliers
Interest charges by credit suppliers
Contra sales ledger

At 31 July 2022 the purchases ledger control account had a credit balance cfd of 3180.
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REQUIRED

() Prepare the purchases ledger control account for the month of July 2022. Balance the account
and bring down the balances on 1 August 2022,

MC
Purchases ledger control account

Date

Details

Date

Details
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Q2
Ravi is a trader. He provided the following information.

2021 5

1 February Sales ledger control account debit balance 12510
Sales ledger control account credit balance 1245

2022

31 January Totals for the year:
Credit sales 134000
Cash sales 4625
Bank transfers received from credit customers 96250
Cash received from credit customers 12890
Returns from credit customers 4000
Irrecoverable debts written off 9100
Contra enftries 1677
Discount allowed 4643
Discount received 2119
Interest charged on overdue sales ledger accounts 1104
Sales ledger control account debit balance ?
Sales ledger control account credit balance nil

REQUIRED

(a) Prepare Ravi's sales ledger control account for the year ended 31 January 2022.
Balance the account and bring down the balance on 1 February 2022.

Ravi
Sales ledger control account

Date Details $ Date Details $

(10]
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Q3

Ayesha is a trader who maintains a full set of accounting records and prepares control accounts at
the end of each month.

She provided the following information for the month of August 2021.

3
On 1 August
Sales ledger control account debit balance 9800
Sales ledger control account credit balance 420
Purchases ledger control account credit balance 7700
Totals for the month
Credit sales 88850
Credit purchases 55400
Cash purchases 1860
Receipts from customers 82100
Payments to credit suppliers 50600
Discount received 600
Discount allowed 500
Irrecoverable debt written off 300
Provision for doubtful debts 450
Sales returns 2400
Interest charged to customer on overdue account 80
Contra between sales ledger and purchases ledger 2920

The sales ledger control account credit balance brought down on 1 September 2021 was $350.
REQUIRED

(a) Prepare the sales ledger control account and the purchases ledger control account for August
2021.

Balance the accounts and bring down the balances on 1 September 2021.
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Ayesha
Sales ledger control account

Date Details ;1 Date Details 5

Purchases ledger control account

Date Details ;] Date Details 5
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(b) Mame the book of prime entry which Ayesha would use to obtain the following information
when preparing her sales ledger control account.

ltern Book of prime entry

Returns

Discount allowed

Interest charged to customer on owverdue
account

Contra entry

[4]

{c) Suggest two reasons why the sales ledger control account had a credit balance of $420 on
1 August 2021.

[Total: 20]
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Q4

GHB Limited maintains a full set of accounting records and prepares monthly control accounts.

The following information was provided for November 2019.

Purchases ledger control account balance at 1 November

Totals for November:
Purchases journal 14200
Purchases returns journal 1160
Cash purchases 5390
Commission receivable 2110
Cash discount received 650
Cash discount allowed 710
Cheques paid to trade payables 11420
Sales ledger contras 250
Interest charged by trade payables a5
Cheqgue refunds from trade payables 330

Purchases ledger control account balance at 30 November 13195

REQUIRED

(a) Prepare the purchases ledger control account for GHB Limited for Movember 2019,

Balance the account on 30 Movember 2019 and bring down the balance on 1 December

20189,
GHB Limited
Purchases ledger control account
Date Details $ Date Details $

(2]
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A delivery vehicle was purchased by cheque during November 2019,
REQUIRED

(b) State two reasons why the purchase of the delivery vehicle was not recorded in the purchases
ledger control account.

1O OSSR
et m e Ao e ad s A e e a s A et em e s et e s n s
______________________________________________________________________________________________________________________________________________ [2)
Q5
Dev owns a business selling furniture.
The following transactions took place during August 2020.
Transaction Date Details S
1 August 9 Sold goods on credit to Petra 675
2 14 Fetra returned damaged goods to Dev 120
3 23 Banked cash sales 412
4 29 Petra settled her outstanding balance at 1 August by

credit transfer after taking a cash discount of 5%

On 1 August 2020, the balance on credit customer Petra's sales ledger account was 5940 dehit.
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(b) Prepare the account of Petra for August 2020 as it would appear in Dev's sales ledger.

Balance the account and bring down the balance on 1 September 2020.

Dev
Petra account

Date
2020

Details

Date
% 2020

Details

[6]

(c) Identify the section of Dev's statement of financial position at 31 August 2020 in which the
balance on Petra's account would appear.

- [1]

Dev allows his credit customers a cash discount of 5% for prompt payment. He is considering

reducing this to 2%.
REQUIRED

(d) State one advantage and one disadvantage to Dev of this proposal.

2]
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12. Depreciation & Disposal of Non-Current
Assets

Q1
An extract from Jas's statement of financial position at 31 December 2019 showed the following:
Cost Accumulated MNet book
depreciation value
$ 3 b
Fixtures 115000 77625 37375

During the year ended 31 December 2020 the following transactions took place.
On 1 January 2020 fixtures, $30000, were purchased by cheque.

On 30 June 2020 fixtures were sold for 56000, which was received by cheque. These fixturas had
originally been purchased on 1 January 2018 for $20000.

Jas depreciates fixtures on a straight-line basis. She assumes fixtures will have a useful life of four

years, at which time the residual value will be 10% of original cost. Depreciation is charged for
each part of the year for which the fixtures are owned.

REQUIRED

(c) Prepare the following accounts for the year ended 31 December 2020. Balance each account
and bring down the balance on 1 January 2021.

Jas
Fixtures account

Date Details % Date Details 3
2020
Jan 1 Balance h/d TTE000 | i | e | i
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Provision for depreciation of fixtures account

Date Diatails 5 Date Datails -1
2020
............... Jan 1 | Balance h'd 77625
(8]
(d) Prepare the fixtures disposal account for the year ended 31 December 2020.
Jas
Fixtures disposal account

Date Details 3 Data Datails s

[3]
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Q2

Simon has a business selling office stationery. On 1 January 2019 he owned two delivery vehicles
which had been purchased on 1 January 2018.

Delivery vehicle A had cost $30000 and delivery vehicle B had cost $25000.
Simon uses the straight-line method for depreciating the delivery vehicles. A rate of 20% per
annum on cost is used, with the rate being applied for each pan of the year for which the delivery

vehicles are owned.

Dua to a decline in business, dalivery vehicle B was sold on 31 March 2020 and a cheque for
510350 was received. Delivery vehicle A was still in use at the end of 2020.

REQUIRED

{a) Complete the following accounts for each of the years ended 31 December 2018 and 2020
Balance the accounts at the end of each year where appropriate.

Simaon
Delivery vehicles account

Diate Details ] Data Details s
2018
Jan 1 | Balance b'd 55000
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Provision for depreciation of delivery vehicles account

Date Details 3 Date Details -
2018
................................................................. Jan 1 | Balance b/d 11000

Delivery vehicles disposal account

Date Details 3 Date Details 3
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Q3
(c) (i) State the most appropriate method of depreciation for the new delivery vehicle.

...................................................................................................................................... [1
(ii) State three reasons for your answer to (c) (i).

OO OSSOSO O U OTUTUR PO

2 b bt h LD bbbt £t eh e eh £ E e em e me bbbt ettt

OO OO OO OTUTUTP PO

...................................................................................................................................... [3]

Q4

Sariah is preparing her financial statements for the year ended 30 September 2020. She provides
the following information for fixtures and fittings.

2019 5

October 1 Fixtures and fittings at cost 28600
Provision for depreciation of fixtures and fittings 6185

2020

January 31 Sold fixtures and received a cheque 1150
The fixtures had been purchased on 1 February 2018 for $1500

March 31 Purchased new fixtures paying by cheque 3500

Sariah’s policy is to provide depreciation on fixtures and fittings at 10% per annum using the
reducing balance method. A full year's depreciation is charged in the year of purchase but none in
the year of disposal.
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REQUIRED

(b) Prepare the following accounts for the year ended 30 September 2020. Close the accounts
by balancing or by making an appropriate year end transfer.

Sariah
Fixtures and fittings account

Date Details & Date Details $

Provision for depreciation of fixtures and fittings account

Date Details 5 Date Details %

Disposal account

Date Details 5 Date Details $

(1]
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13. Other Payables & Other Receivables (Prepaid
& Accrued)

Q1
The following balances have been taken from the accounts of RB, a trader.
1 April 2021 31 March 2022
5 $
Insurance 2500 prepaid 850 prepaid
Commission receivable 700 owing 630 owing

The following transactions relate to the year ended 31 March 2022. All receipts and payments
were through the bank account.

5
Insurance paid 15300
Insurance refund 600
Commission receivable 7200

REQUIRED

(a) Prepare the following ledger accounts for the year ended 31 March 2022. Balance the
accounts and bring down the balances on 1 April 2022,

RB
Insurance account

Date Details & Date Details %
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Commission receivable account

Date

(8]

(b) Prepare the entries for insurance and commission receivable in RB’s statement of financial
position at 31 March 2022.

RB

Extract from statement of financial position at 31 March 2022
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Q2

TC Limited is a manufacturing company. The company's year end is 31 January.
On 31 January 2021, the company's ledger account balances included the following.

§
Inventory at 1 February 2020
Raw materials 7500
Work in prograss 11220
Finished goods 925
Furchases
Raw materials 91400
Finished goods 6850
Wages
Factory operatives 52000
Factory supervisor 23100
Rent and rates 19620
Insurance 4600
General factory expenses 4200
Carnage inwards on raw materials 6280
Factory equipment at cost 40000
Prowision for depreciation of factory equipment a0960
Additional information
1  Inventory at 31 January 2021
Raw materials 8000
Work in progress 11900
Finished goods 1075

2  The factory equipment is to be depreciated at 20% per annum using the reducing balance
method.

3 In December 2020, $3600 was paid for rent for the period 1 December 2020 fo
28 February 2021.

4 At 31 January 2021 rates of 3550 were unpaid.
5 Rent and rates are to be apportioned equally between the factory and the office.

€& Insurance is to be apportioned 75% to the factory and 25% to the office.
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REQUIRED

(a) Prepare the rent and rates account for TC Limited for the year ended 31 January 2021.
Balance the account and bring down the balances on 1 February 2021.

TC Limited
Rent and rates account
Date Details 5 Date Details 5
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Q3

Tej is a trader who sells goods on credit. His year end is 28 February.
Tej provided the following information.

5

At 1 March 2020

Trade receivables 6250

Other receivables (rent prepaid) 300
For the year ended 28 February 2021

Rent charge for the year 3900

Cheque payments for rent 30 June 2020 1950

30 November 2020 2100

At 28 February 2021

Trade receivables 7000

The provision for doubtful debts was 4% of trade receivables at 1 March 2020 and 6% of trade
receivables at 28 February 2021.

REQUIRED

(a) Prepare the rent payable account for the year ended 28 February 2021. Balance the account
and bring down the balance on 1 March 2021.

Tej
Rent payable account

Date Details g Date Details 5
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Q4

Karishma runs her own business. The balances in her books on 1 October 2020 included the
following.
5
Insurance account 1700 prepaid
Electricity account 1800 owing

During the financial year ended 30 September 2021 Karishma made the following payments by
cheque.

Insurance payments

7 February 2021 3400
13 August 2021 3500

Electricity payments

8
14 October 2020 1800
24 January 2021 1800
26 May 2021 1800

A refund of $300 for insurance overpaid was received by bank transfer on 28 February 2021. The
insurance paid on 13 August 2021 covered a period of five months to 31 December 2021.

At 30 September 2021, an amount of $2000 was owing for electricity.

REQUIRED

(a) Prepare the following accounts for the year ended 30 September 2021. Balance the accounts
and bring down the balances on 1 October 2021.

Karishma
Insurance account

Date Details 5 Date Details - ]
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Electricity account

Date Details 5 Date Details 3
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Q5

On 1 October 2020 Karishma decided to rent ouwt part of her premisas to Moor at an annual rant of
51865,

During the financial year ended 30 Saptember 2021 MNoor made the following payments fo
Karishma by chegue.

5
1 Cctober 2020 aoa
2 March 2021 825
8 August 2021 50

The amount received on 8 August 2021 incleded rent of $510 covering the period 1 October 2021
fo 31 December 2021.

REQUIRED

{c) Prepare the rent receivable account for the year ended 30 September 2021. Balance the
account and bring down tha balance on 1 Ociober 2021.

Karishma
Reant receivable account

Date Details [3 Date Details [3

[

{d) I|dentify the saction of the statement of financial position at 30 September 2021 in which the
balance on the rent receivable account would appear.

M

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 70


mailto:zain.zest@gmail.com

Q6

Rani eams advertising income by placing advertising boards in her shop window. The
following details relate to her advertising income.

On 1 April 2019 Rani had received $420 in advance, and $300 was owed to her.

During the year ended 31 March 2020, Rani received cheque payments totalling $6000. She
decided to write off the amount of $300 due to her.

On 31 March 2020 Rani had received $500 in advance, and $400 was owed to her.

REQUIRED

{d) Prepare the advertising income account in the ledger of Rani for the year ended 31 March
2020. Balance the account and bring down the balances on 1 April 2020.

Rani
Advertising income account

Date Details b Date Details ]

[7]
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Q7

Eniola's financial year end is 31 July 2020. She provided the following information about the rent

and rates of her business.

On 1 August 2019, she owed two months’ rent totalling $900. On the same date, rates of $260

were prepaid up to 30 September 20189.

Dwring the year ended 31 July 2020 the following payments were made by credit fransfer.

2019

August 1 Seven months' rent
October 1 Twelve months' rates
2020

March 1 Six months’ rent

5
3150
1860

2700

(d) Prepare the rent and rates account for the year ended 31 July 2020. Balance the account and

bring down the balances on 1 August 2020.

Eniola
Rent and rates account
Date Details - Date Details 5
2019 2019
Aug 1 | Balance (rates) b/d | 260 | Aug 1 | Balance (rent) b/d 800

[6]

(e) Identify the sections of the statement of financial position at 31 July 2020 in which each of the
balances on the rent and rates account would appear.
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14. Irrecoverable Debts

Q1

MNT started in business on 1 September 2020. All sales are on credit and payment is required from
customers within 25 days.

On 5 May 2021, LW a trade receivable was declared bankrupt and a debt of $600 was written off
as irecoverable at that date.

REQUIRED

(a) Prepare a journal entry to write off the amount owed by LW. A narrative is required.

NT
General Journal

Date

Details

Credit

(3]
In addition to the irecoverable debt of LW, other imecoverable debts of $4100 were written off
during the year ended 31 August 2021. Trade receivables at 31 August 2021 were $91500 and
NT decided to create a provision for doubtful debts of 5% of trade receivables.

REQUIRED

(b) Prepare an extract from the expenses section of NT's income statement for the year ended
31 August 2021.

MNT
Extract from income statement for the year ended 31 August 2021
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(c) Prepare an extract from the assets section of MT's statement of financial position at
31 August 2021.

MNT
Extract from statement of financial position at 31 August 2021

During the financial year ended 31 August 2022, PB a trade receivable who owed 57000 had been
declared bankrupt. On 17 July 2022, NT received payment of $2500 by cheque in final settlement
of the debt. The remainder of the debt was written off as irrecoverable.

Other irrecoverable debts of 58400 were written off at 31 August 2022. The remaining trade
receivables at 31 August 2022 were 5110000 and NT decided to maintain the provision for
doubtful debts at 5% of trade receivables.

REQUIRED

(d) Prepare the following ledger accounts for the year ended 31 August 2022. Bring down the
balance on 1 September 2022, where appropriate.

NT ledger accounts

PB account

Date Details 5 Date Details 3
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Irrecoverable debts account

Date Details b Date Details 3
Provision for doubtful debts account
Date Details 5 Date Details 3
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Q2

PG a trader sells electrical components. She has provided the following information for the year
ended 31 July 2022,

3
Sales journal for the year ended 31 July 2022 360000
Sales retums journal for the year ended 31 July 2022 13300
Trade receivables at 1 August 2021 28500
Provision for doubtful debts at 1 August 2021 1140

Cash book extract of totals for the year ended 31 July 2022

Discount Cash Bank Bank
Allowed
3 3 3 B
Trade receivables 6500 335100 | Trade receivables 4000

(dishonoured cheques)

Sales 17000

Additional information

1 3900 of trade receivables were written off as irrecoverable debts on 31 July 2022. There were
no other irrecoverable debts during the year.

2  The provision for doubfful debts is to be set at 4% of trade receivables at 31 July 2022.

REQUIRED

(a) Prepare the following ledger accounts for the year ended 31 July 2022. Where appropriate
show the balance brought down on 1 August 2022.

PG
Sales account

Date Details 5 Date Details B
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Sales returns account

Date Details b Date Details B

Trade receivables account

Date Details & Date Details B

Irrecoverable debts account

Date Details % Date Details b
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Provision for doubtful debts account

Date Details - Date Details 5

(13]
(b) Prepare a relevant extract from PG's statement of financial position at 31 July 2022.
PG
Extract from statement of financial position at 31 July 2022
- (2]

(c) List three ways in which PG could reduce the possibility of irecoverable debts.

. [3]

(d) State two factors PG should consider when setting the provision for doubtful debts.

. [2]

[Total: 20]
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Q3

Omer is concerned that an increase in sales would lead to an increase in irrecoverable debts.
REQUIRED

(d) State three ways by which Omer could reduce the possibility of irrecoverable debts.

L T OSSOSO OSSO RO TS S U U TR ST U PO S TPUU USSP OO
e et es e e oo et et e e s e eae e ma s eae s e e e st
3 ettt ettt ae et oemeehe et e ea s emeasAebee et et eenneenbesbeesteiat et e emee A ebetehteias e meemeeereeeas

(31

Q4
Prepare the journal entry to record the irrecoverable debt. A narrative is not required.
KA Limnited
Journal
Details Debit Credit

(2
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Q5

Tej is a trader who sells goods on credit. His year end is 28 February.
Tej provided the following information.

3

At 1 March 2020

Trade receivables 6250

Other receivables (rent prepaid) 300
For the year ended 28 February 2021

Rent charge for the year 3900

Chegue payments for rent 30 June 2020 1950

30 Movember 2020 2100

At 28 February 2021

Trade receivables 7000

The provision for doubtful debts was 4% of trade receivables at 1 March 2020 and 6% of trade
receivables at 28 February 2021.

REQUIRED

Prepare the provision for doubtful debts account for the year ended 28 February 2021.
Balance the account and bring down the balance on 1 March 2021.

Tej
Provision for doubtful debts account

Date Details 5 Date Details b
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Q6

Explain how maintaining a provision for doubtful debts is an application of each of the
following accounting principles.

{i) Matching

- [
(iiy Prudence

- [2

Q7

At 31 March 2020 Madia's trade receivables owad 514500, After the praparation of the draft
financial statements for the year anded 31 March 2020, Madia discoverad the following.

1 5300 owed by DD Supplies should have been written off as irmecoverable.

2  Aprovision of doubtful debts of 2% of trade receivables should have been created.
REQUIRED

(d) Prepare joumnal enfries to record 1 and 2 above. Narratives are not required.

Madia
Journal

Date Details Dabit Credit
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15. Sole Trader Accounts

Q1

Anika owns property which she rents out to university students. She has made a consistent profit
for each year she has been in business. Her trial balance at 31 August 2022 was as follows.

Debit Credit
$ $
Capital 400000
Rent receivable 162000
General expenses 26 500
Bank 39400
Rates 38200
Insurance 12400
Repairs 32000
Drawings 18500
Non-current assets at cost
Premises 418000
Fittings 90000
Provision for depreciation of non-current assets
Premises 42000
Fittings 71000
675000 675000

Additional information
1 At 31 August 2022, rent received of $8100 has been paid in advance.

2 At 31 August 2022, general expenses of $1300 have been paid in advance and rates of
$3400 were owing.

3  The insurance includes $1800 paid for the 15 month period ending 30 November 2022,
4 Expenditure of $9000 for new fittings has been recorded in repairs.
S5 Depreciation is to be provided as follows:

Premises by equal instalments on cost each year over a 50 year period
Fittings 20% per annum by the reducing balance method

A full year’s depreciation is charged on fittings during the year of purchase.
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REQUIRED
(a) Prepare the income statement of Anika for the year ended 31 August 2022.

Anika
Income Statement for the year ended 31 August 2022

Workings:

[©]
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(b) Prepare the capital account for the year ended 31 August 2022 showing the balance brought

down at 1 September 2022.

Anika

Capital account

Date

Q2

Complete the table below indicating with a tick () the effect of each type of discount on

gross profit and profit for the year.

Discount allowed

increase

decrease

no effect

gross profit

profit for the year

Discount received

increase

decrease

no effect

gross profit

profit for the year
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Q3

BC a sole trader prepared the following trial balance from his accounts on 31 August 2022.

Purchases

Revenue

Sales returns

Inventory 1 September 2021

Capital

Bank

Non-current assets at cost
Premises
Machinery

Provision for depreciation of non-current assets
Machinery

Commission receivable

Trade receivables

Trade payables

Discount allowed

Discount received

Insurance

Repairs

Salaries

Rates

Carriage inwards

Additional information

1 The closing inventory at 31 August 2022 was valued at $12 000.

2 Commission received of $800 was owing at 31 August 2022.

3 The balance shown for salaries covers the 11 months to 31 July 2022. Salaries for August
2022 are due and unpaid. There have been no salary increases over the previous 12 months

and an equal amount is paid each month.

4 At 31 August 2022 rates were prepaid by $300.

Dr
5
120000

3600
11100

98000
52000

19200
600

9600
12400
53900

6000

400
386 800

Cr
5

231500

111 900
4100

28400
2200

7300

1400

386800

5 The insurance included $700 covering a private insurance premium for BC.

6 The repairs included $4000 that related to a new attachment for machinery.

7 Machinery is to be depreciated at the rate of 20% per annum by the reducing balance method.
A full year's depreciation is charged regardless of the date of any purchases. There were no

disposals during the year. Premises are not depreciated.
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REQUIRED
(a) Prepare the income statement of BC for the year ended 31 August 2022

BC
Income Statement for the year ended 31 August 2022

$ $

2
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(b) Calculate the working capital at 31 August 2022.

- 3]
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Q4

Fatima is a sole trader. She prepares her financial statements to the end of March each year.

At 31 March 2022, Fatima's ledger account balances included the following.

$
Revenue 79400
Sales retums 3970
Purchases 36500
Rent and rates 8000
Wages 10100
General expenses 1287
Insurance 1800
Discount received 1095
Inventory at 1 April 2021 3000
Fixtures and equipment at cost 80000
Fixtures and equipment — provision for depreciation 39040
Trade receivables 6400
Trade payables 4995
Provision for doubtful debts 156
Cash drawings 8580
Capital at 1 April 2021 59000

The following information is also available.

1

2

Inventory at 31 March 2022 was $3120.

Fatima took goods for her own use from the business during the year ended 31 March 2022.
These goods cost $1300.

Depreciation on fixtures and equipment is to be charged at 20% per annum using the reducing
balance method.

Accrued wages at 31 March 2022 were $800.
Rent includes a payment of $1500 for the 3 months from 1 March 2022 to 31 May 2022.
An irrecoverable trade receivable of $200 is to be written off.

The provision for doubtful debts is to be set at 3% of trade receivables.
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REQUIRED
(a) Prepare Fatima's income statement for the year ended 31 March 2022.

Fatima
Income Statement for the year ended 31 March 2022

$ $

[11]
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(b) Prepare Fatima's capital account for the year ended 31 March 2022, Balance the account
and bring down the balance on 1 April 2022.

Fatima
Capital account

Date Details 3 Date Details 3

Q5

The new hairdryers will use less electricity than his old ones. There will be an additional insurance
charge for the new hairdryers. The old hairdryers had been fully depreciated so that their net book
value was nil.

REQUIRED

(b) Complete the table by placing a tick (+") to show whether these changes in expenses increase
or decrease the profit.

Expense Increase Decrease
in profit in profit

Heat and light

Depreciation

Insurance

[3]
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Q6

Zamir is in business providing legal services. Zamir provided the following balances from his
books of account at 31 December 2020.

s
Fee income 151750
Rent and rates 26000
Salaries 55000
Stationery and adwvertising 6450
Electricity 8000
Bank charges 4100
Office equipment — cost 60000
Office equipment — provision for depreciation 22500
Froceeds of disposal of office equipment 1000
Bank overdraft 7900
Trade receivables 15600
Capital 57000
Drawings 65000

Additional information

1 The annual rent is $16000. On 31 December 2020 rent was paid to cover the perod from
1 January to 31 March 2021.

There was no accrual or prepayment of rent at 1 January 2020.

2 Rates of 36000 were paid during the year to 31 December 2020. This payment covered the
pericd 1 January 2020 to 31 October 2020 only. From 1 November 2020 annual rates were
$7560.

3 Depreciation is to be charged on office equipment at 15% per annum using the straight-ling
method. Mo depreciation is charged in the year of disposal.

4  In February 2020 office equipment was sold for $1000. This eguipment had been purchased
for $1800 on 1 January 2018. The sales proceeds have been debited to the bank account
and credited to the proceeds of disposal of office equipment account. Mo other entries have
been made in respect of the disposal.

5 One of Zamir's clients has become bankrupt. The client owed $1885. Zamir does not expect
to recover this amount.
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REQUIRED
{a) Prepare Zamir's income statement for the year ended 31 December 2020.

Zamir
Income Statement for the year ended 31 December 2020

[10]
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Zamir

(b) Prepare the assets section of Zamir's statement of financial position at 31 December 2020.

Statement of Financial Position (assets section) at 31 December 2020
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Q7

State three advantages to Arjun of operating as a sole trader.

2.
3.
.13

Q8

Explain to Rani the effect on gross profit of recording sales of inventory as advertising income.
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Q9
Gok is a wholesaler. He prepares his financial statements to the end of February each year.

At 29 February 2020, Gok's ledger account balances included the following.

i3
Revenue 420000
Purchases 311400
Sales retumns 12000
Discount allowed 4000
Wages 12360
Rent and rates 11750
General expenses 4220
Irrecoverable debts 8600
Insurance 4500
Telephone expenses 4 585
Inventory at 1 March 2019 26700
Drawings 9500
Fixtures and equipment at cost 120000

Provision for depreciation of fixtures and equipment 43200
Additional information

1 Gok did not have time to count and value his inventory at 29 February 2020. His margin is
25%.

2 Aloan of 860000 was obtained from the bank on 1 July 2019. Interest is charged at 7% per
Ennum.

3 The fixtures and equipment are being depreciated at 20% per annum using the reducing
balance method.

4 The insurance includes $1500 which covers the perod from 1 March to 30 September 2020.

5 Drawings include a payment of $1660 for Gok's perscnal telephone expenses. One gquarter
of this amount was for business use.
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{a) Prepare Gok's income statement for the year ended 28 February 2020,

Gok

Income Statement for the year ended 29 February 2020
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16. Partnership Accounts

Q1

Priti and Paisley are in partnership renting out properties. Paisley manages the office and
maintains the bookkeeping records for the partnership.

The partnership agreement provides for

Interest on drawings 5% per annum
Interest on capital 4% per annum
Salary to Paisley $6000 per annum

Residual profits and losses to be shared 75% to Priti and 25% to Paisley.

The partners provided the following list of balances.

5

Capital accounts at 1 February 2021

Priti 100000

Paisley 20000
Current accounts at 1 February 2021

Priti 7932 credit

Paisley 2350 credit
Drawings for the year ended 31 January 2022

Priti 15000

Paisley 13000

The profit for the year ended 31 January 2022 was $33100.
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REQUIRED
(a) Prepare the appropriation account for Priti and Paisley for the year ended 31 January 2022,

Priti and Paisley
Appropriation Account for the year ended 31 January 2022
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{b) Prepare Paisley's current account for the year ended 31 January 2022. Balance the account
and bring down the balance on 1 February 2022.

Paisley
Current account

Date Details 3 Date Details ]

(6]

{e) Suggest three reasons why Paisley may not be satisfied with his overall share of the profit for
the year to 31 January 2022.
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Q2

Sian and Tom are in partnership sharing profits and losses in proportion to capital invested. The
partnership agreement states the following:

1 interest on capital is allowed at 6% per annum

2  Sianis allowed a salary of $20000 per annum

3 interest on drawings is charged at 3% per annum, charged for each proportion of the year
The profit for the year before appropriation for the year ended 31 March 2022 was $59190.

Drawings made during the year were:

Sian Tom
3 1
1 April 2021 8000 10000
1 October 2021 6000 12000

The capital account balances on 1 April 2021 were:

3
Sian 150000
Tom 100000
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REQUIRED

(a) Prepare the profit and loss appropriation account for Sian and Tom for the year ended
31 March 2022.

Sian and Tom
Profit and loss appropriation account for the year ended 31 March 2022

(8]
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The current account balances on 1 April 2021 were:

Sian
Tom

REQUIRED

5
3000 credit
7000 debit

(b) Prepare the extract from the statement of financial position of Sian and Tom that shows the
capital accounts and the full details of their current accounts at 31 March 2022.

Sian and Tom

Statement of financial position (extract) at 31 March 2022

§

(c) Explain the significance of a debit balance in a partner’s current account.
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Q3

John and Banu are partners.

The partners provided the following list of balances at 31 March 2021.

s

Revenue 158000
Inventory at 1 April 2020 9400
Purchases 69200
Rates and insurance 11250
Wages 10475
General expenses 9675
Discount allowed 2000
Commission receivable 4800
Balance at bank 4000
Trade receivables 14150
Trade payables 5835
Fremises at cost 130000
Fittings at cost 18000
Provision for depreciation of fittings 8100
Loan from John 10000
Capital accounts

John 75000

Banu 50000
Current accounts

John 4050

Banu 2365
Drawings

John 19000

Banu 21000

Additional information

1 Inventory at 31 March 2021 was valued at $9200.
2 Rates of 3650 were unpaid at 31 March 2021.
3 Commission receivable of $300 was due at 31 March 2021.
4  Depreciation on fittings is to be charged at 15% per annum using the straight-line method.
5 The partnership agreement provides for:
interest an partner's loan of 5% per annum
interest on drawings of 6%
interest on capital of 3% per annum

a salary to John of $8500 per annum
residual profits and losses to be shared 40% to John and 60% to Banu.

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@gmail.com) | Page 103


mailto:zain.zest@gmail.com

REQUIRED
{a) Prepare the income statement for John and Banuw for the year ended 31 March 2021.

John and Banu
Income Statement for the year ended 31 March 2021

[9]
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{b) Prepare the appropriation account for John and Banu for the year ended 31 March 2021.

John and Banu

Appropriation Account for the year ended 31 March 2021

{c) State the purpose of:

{i) charging interest on the partners' drawings

.................................................................................................................................... M

(i} paying interest on the loan from John.

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 105


mailto:zain.zest@gmail.com

{d) Complete the table by placing a tick («) against each statement which describes an advantage
to John of being in a partnership with Banu.

Continuity of existence of the business

Banu may have skills and knowledge which John does not have

John is only liable for business debts up to the amount he agreed to
contribute

Additional finance is available to the business

Risks and responsibilities are shared

John is bound by the actions of Banu carried out on behalf of the
business

John can discuss matters with Banu before making decisions

(4]

[Total: 20]
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Q4

Tia and Sama ara partners in a trading business.
Their trial balance at 31 December 2019 was as follows:

Tia and Sarna
Trial Balance at 31 Decamber 2019

debit credit
3 5

Revenue 124000
Inventory at 1 January 2019 5350
Purchaszes 55440
Diiscount allowed 2400
Discount received 1385
Carriage outwards 6160
Insurance 7920
General expenses E100
Wages 9600
Trade receivables 11590
Trade payables a6051
Bank 8136
Pramises at cost S0000
Furniture at cost 24000
Provision for depreciation on furniture 5600
Capital accounts

Tia 80000

Sarna 40000
Cument accounts

Tia 2100

Sarna 1600
Drawings

Tia 15000

Sarna 17000

260736 260736

Additional information
1  Inventory at 31 December 2019 was valued at $35165.
2  Depreciation on furniture is to be charged at 20% per annum using the straight-line method.

3 The insurance includes a payment of 32160 for the 12 months from 1 July 2019 to 30 June
2020.

4  The partnership agreement provides for
interest on capital of 5% per annum
a salary to Tia of $6000 per annum
residual profits and losses to be shared equally
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{a) Prapare tha incomsa statement for Tia and Sarna for the year endad 31 December 2015.

Tia and Sarna
Income Statament for the year eanded 31 Deceamber 2019
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{(b) Prepare the appropriation account for Tia and Sama for the year ended 31 December 2019,

Tia and Sarna
Appropriation Account for the year ended 31 December 2019

3 3

[4]

(e} Prepare the current account for Sarna for the yvear ended 31 December 2012. Balance the
account and bring down the balance on 1 January 2020.

Tia and Sarna
Sama current account

Data Details 5 Date Datails ]

4]

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@gmail.com) | Page 109


mailto:zain.zest@gmail.com

17. Manufacturing Accounts

Q1
Pari owns a clothing factory. Her year end is 31 December.

At 31 December 2021, her ledger account balances included the following.

Inventory at 1 January 2021 :
Raw materials 6100
Work in progress 9420
Finished goods 11350

Revenue 230 020

Furchases of raw materials 84200

Wages
Factory operatives 33000
Factory supervisor 26000
Office and sales staff 45000

Rates and insurance 14000

General factory expenses 11500

Factory equipment — at cost 100000

Factory equipment — provision for depreciation 36000

Additional information

1. Inventory at 31 December 2021

Raw matenals 63840
Work in progress 9885
Finished goods 12630

2. Rates and insurance are to be apportioned equally between the factory and the office.
3. At 31 December 2021, general factory expenses of 3500 were unpaid.

4. Factory equipment is depreciated at 20% per annum using the reducing balance method.
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{a) Prepare Pari's manufacturing account for the year ended 31 December 2021.

Pari

Manufacturing Account for the year ended 31 December 2021
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{b) Prepare Pari's income statement (trading section) for the year ended 31 December 2021.

Pan

Income Statement (trading section) for the year ended 31 December 2021
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Q2

TC Limited is a manufacturing company. The company's year end is 31 January.
On 31 January 2021, the company's ledger account balances included the following.

5
Inventory at 1 February 2020
Raw materials 7500
Work in progress 11220
Finished goods 925
Purchases
Raw materials 91400
Finished goods 6850
Wages
Factory operatives 52000
Factory supervisor 23100
Rent and rates 19620
Insurance 4800
General factory expenses 4200
Carriage inwards on raw materials 6280
Factory equipment at cost a0000
Provision for depreciation of factory equipment 30960
Additional information
1 Inventory at 31 January 2021
Raw materials 000
Work in progress 118900
Finished goods 1075

2 The factory equipment is to be depreciated at 20% per annum using the reducing balance
method.

3 In December 2020, $3600 was paid for rent for the period 1 December 2020 o
28 February 2021.

4 At 31 January 2021 rates of $550 were unpaid.
5 Rent and rates are to be apportioned equally between the factory and the office.

6 Insurance is to be apportioned 75% to the factory and 25% to the office.

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 113


mailto:zain.zest@gmail.com

(b} Prepare the manufacturing account for TC Limited for the year ended 31 January 2021.

TC Limited

Manufacturing Account for the year ended 31 January 2021
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Q3

On 31 July 2021 the following information was provided by KA Limited, a manufacturer of garden
tools.

$

Inventory 1 August 2020

Raw materials 5820

Work in progress 1750

Finished goods 12360
Purchases

Raw materials 34200

Finished goods 3900
Carriage on purchases

Raw materials 410

Finished goods 80
Direct wages 67200
Indirect factory wages 24000
Factory machinery at cost 47000
Provision for depreciation of factory machinery 11000
Factory general overheads 16400
Rates 5300
Inventory 31 July 2021

Raw materials 6030

Work in progress 2780

Finished goods 10340
Revenue 223000

Additional information

1 On 31 July 2021 rates, 5500, were prepaid.
Rates are fo be apportioned 75% factory, 25% office.

2 On 31 July 2021 factory general overheads, $230, were accrued.

3 Factory machinery is to be depreciated at 20% per annum using the reducing balance
method.

REQUIRED

{a) Prepare the manufacturing account of KA Limited for the year ended 31 July 2021.
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FLA Limited

Manufacturing Account for the year ended 31 July 2021
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(b) Prepare the income statement (trading section) of KA Limited for the year ended 31 July 2021,

KA Limited
Income Statement (Trading section) for the year ended 31 July 2021
5 3
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Q4

Chippo owns a manufacturing business which produces product S. She provided the following
information for the year ended 30 Apnl 2020.

$

Revenua 254000
Purchases of raw materials 46 500
Purchases of finished goods 59000
Wages of factory operatives 38250
Royalties paid to the inventor of product S TE90
Factory general expenses 4500
Factory fuel and power 5325
Rent and insurance 28000
Factory machinery at cost 60000
Provision for depreciation of factory machinery 21600
Inventory at 1 May 2019 raw materials 3120

work in progress 5400

finished goods 8220

Additional information

1 Factory machinery is depreciated at 20% per annum using the reducing balance method.
2 Rent and insurance is to be split equally between the factory and the office.

3 The annual salary of the factory supervisor is $28500.

4 Closing inventory at 30 April 2020 was:

$
Raw materials 3000
Work in progress 5590
Finished goods 7885
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ja) Prepare Chippo's manufaciunng account for the year ended 30 April 20E0.

Chppa

Manufacturing Account for the year ended 30 April 2020

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 119



mailto:zain.zest@gmail.com

(b} Prapare Chippo's income statemant (rading account section) for the year anded
30 April 2020.

Chippo
Income Statemant (Trading Account section) for the year endad 30 April 2020

4]

{c} Complets the table by placing a tick (") in the comect column, fo indicate wheather each of the
following actions would increase or decrease Chippo’s gross margin.

Action Increasa gross marngin Decrease gross margin

Increase wages of
factory suparvisor

Reduce frade discount
allowed o customers
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18. Limited Company Accounts
Q1

The following information is taken from the statement of financial position of C Limited at
1 September 2021.

$
5% Debentures (2024) 60000
Equity
Ordinary share capital ($0.50) 240000
General reserve 36000
Retained earnings 22000

During the year ended 31 August 2022:

A final dividend payment of $12000 was made for the year ended 31 August 2021.

An interim dividend payment of $0.02 per share was made for the year ended 31 August 2022.
A transfer of $11 000 was made to general reserve.

At 31 August 2022 the company proposed a final dividend of $10000 for the year ended
31 August 2022.

The revenue for the year ended 31 August 2022 was $310000 and the profit (before debenture
interest) was $23000.

REQUIRED
(a) Prepare the statement for the changes in equity for the year ended 31 August 2022.

C Limited
Statement of Changes in Equity for the year ended 31 August 2022

Details Share General Retained Total
capital reserve earnings
$ $ $ $
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Q2
The trial balance of M Limited at 30 November 2021 was as follows.

M Limited
Trial Balance at 30 Movember 2021
Debit Credit
3 5

Revenue 203600
Inventory at 1 December 2020 12945
Purchases 143750
Rent and rates 12460
Operating expenses 12920
Wages 24 380
Equipment at cost 40000
Provision for depreciation of equipment 17500
Trade receivables 9800
Provision for irrecoverable debts 285
Bank 162
Trade payables 11585
Ordinary share capital 20000
General reserve 3000
Retained earmnings 2037
Dividend paid on ordinary shares 1600

258017 258017

Additional information
1  Inventory at 30 November 2021 was valued at $12830.

2  Depreciation on equipment is to be charged at 25% per annum using the reducing balance
method.

3  Accrued operating expenses at 30 November 2021 were $415.

4  Rent includes a payment of $2250 for the 3 months from 1 October 2021 to 31 December
2021.

5  The provision for doubtful debts is to be set at 4% of trade receivables.
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6 Mo dividends were outstanding at 30 November 2021.

7 $1000is to be transferred to the general reserve at 30 November 2021.

REQUIRED

(a) Prepare the income statement for M Limited for the year ended 30 Movember 2021.

M Limited

Income Statement for the year ended 30 November 2021
3
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(b) Prepare the statement of changes in equity for M Limited for the yearended 30 Movember 2021,

M Limited
Statement of Changes in Equity for the year ended 30 Movember 2021
Details Ordinary General Retained Total
Share capital reserve eamings
b b b 5
On 1 December 2020 | i | i | e | e
On 30 November 2021 | s | i | e | e
[5]
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Q3
The trial balance of HY Limited at 31 March 2021 was as follows.

HY Limited
Trial Balance at 31 March 2021
Debit Credit
3 5
Revanua 145 000
Inventory at 1 April 2020 5820
Purchases 64800
Rent and insurance G280
Wages 24750
Operating expensas 8500
Fittings at cost 200000
Provision for depreciation of fittings 72000
Trade receivables 12500
Bank 13765
Trade payables 6615
4% Debentures (repayable 1 April 2031) 30000
Ordinary share capital TOO00
Retained earnings 21500
Dividend paid on ordinary shares 2600

345115 345115

Additional information
1 Inventory at 31 March 2021 was valued at $6090.

2 Depreciation on fittings is to be charged at 20% per annum using the reducing balance
method.

3 Rentincludes a payment of $1800 for the 3 months from 1 March 2021 to 31 May 2021
4  Accrued wages at 31 March 2021 were 52250.

5 Mo debenture interest has been paid for the year ended 31 March 2021.

6 Mo dividends were outstanding at 31 March 2021.

7 52000 is to be transfamred to a ganaral reserve on 31 March 2021.
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(a) Prepare the income statement for HY Limited for the year ended 31 March 2021.

HV Limited
Income Statement for the year ended 31 Marnch 2021

(8]
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(b) Prepare the statement of changes in equity for HY Limited for the year ended 31 March 2021,

HV Limited
Statement of Changes in Equity for the year ended 31 March 2021

Details Ordinary General Retained Total
Share reserve earnings
capital
3 $ $ 5
On 1April 2020 | s | i [ e | e
On 31 March 2021 | s | i [ v | e
(5]
(c) Calculate the return on capital employed for the year ended 31 March 2021.
The answer should be correct to two decimal places.
............................................................................................................................................. [3]
(d) State two differences between ordinary shares and preference shares.
OSSO TSSO OSSO
OO OO PP UT OO
[4]
[Total: 20]
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Q4
MPT Limited prepares its financial statements to 30 April each year.

The company's retained earnings at 1 May 2019 were $14000. The general reserve was $35000.
During the year ended 30 April 2020 the following took place.

1 The company made a profit for the year of $28000 after charging debenture interest.

2 Atransfer of $5000 was made to the general reserve.

3 Adividend of 34500 was paid. Mo other dividends were payable for the year.

MPT Limited provided the following balances at 30 April 2020.

5
Fixtures and equipment at book value 152000
Motor vehicles at book value 60400
Inventory 30330
Bank overdraft 6200
Trade payables 24900
Trade receivables 31500
Provision for doubtful debts 630
5% Debentures (repayable 2025) 20000
Ordinary share capital 150000

REQUIRED

{a) Calculate the retained eamings of MPT Limited at 30 Apnl 2020.
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(b} Prepare the statement of financial position for MPT Limited at 30 April 2020

MPT Limited
Statement of Financal Positon at 30 April 2020
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The directors of MPT Limited are considering using the general reserve to repay the bank
overdraft.

REQUIRED

(e) State why it is not appropriate to use the general reserve to repay the bank overdraft.

(d) Calculate the return on capital employed (ROCE) for the year ended 30 April 2020. The
calculation should be correct to two decimal places and should be based on closing capital
employed.

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 130


mailto:zain.zest@gmail.com

Q5
The directors of DW Limited provided the following information at 30 September 2020,

3

6% debentures (2028) 16000
Bank overdraft 6450
Dividend paid 2000
General reserve at 1 October 2019 6500
Inventory at 30 September 2020 26300
Issued share capital at 1 October 2019 200000
Mon-current assets at 30 September 2020

Cost 462000

Frovision for depreciation 106000
Other payables 2200
Other receivables 1600
Provision for doubtful debts at 1 October 2019 625
Retained eamings 73475
Trade payables 8250
Trade receivables 14500

Additional information

A draft income statement for the year ended 30 September 2020 was prepared showing a profit of
$84900.

The following emors were later discovered.

1 Inventory of $26 300 included items valued at cost $5200 that needed repair. After repairs
costing $600, the items could be sold for $5000.

2  Operating expenses included insurance of $400 that was prepaid at 30 September 2020.

3  The provision for doubtful debts should have been adjusted so that it equals 5% of frade
receivables.

The directors decided to transfer $5000 to general reserve.

There was no change to the issued share capital during the year ended 30 September 2020.
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(c) Prepare the statement of changes in equity for the year ended 30 September 2020.

Statement of Changes in Equity for the year ended 30 September 2020

Details

On 1 October 2019

On 30 September 2020

DW Limited
Share General
capital reserve
3 3

Retained
earnings

Total
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{d)} Prapars tha statement of financial position at 30 Septambear 2020.

DWW Lirnited
Statement of Financial Position at 30 September 2020

5 5 5
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Q6
JP Limited's financial year ended on 30 September 2020.

The following balances were available at that date.

B
7% debentures (2026) 20000
Administrative expenses 44000
Carriage inwards 1500
Distribution costs 38000
Debenture interest paid 700
Inventory at 1 October 2019 66 000
Mon-current assets at book value at 1 October 2019 610000
Provision for doubtful debts 1000
Purchases 263000
Revenue 529500
Trade receivables 80500

Additional information

1 Inventory at 30 September 2020 was valued at $59 000.

2  Interest on the 7% debentures (2026) had been paid up to 31 March 2020.

3  Administrative expenses included rates of $1200 for the six months ending 31 March 2021.
4  Distribution costs of $800 were outstanding at 30 September 2020.

5 Mon-current assets should be depreciated by 10% per annum using the reducing balance
method.

& Irrecoverable debts of 3500 are to be written off.

T The directors wish to maintain the provision for doubtful debts at 2% of trade receivables.
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(a) Calculate the cost of sales for the year ended 30 September 2020,

_____________________________________________________________________________________________________________________________________________ 2]

(b) Calculate the increase or decrease in the provision for doubtful debts at 30 September 2020.
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(el Prepare e income statement for the vear ended 30 September 2020,

JF Lirmsted

Income Statement for the year ended 30 Seplember 2020
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(d) Complete the table by placing a tick {«) in the correct column to indicate the effect on the
equity of JP Limited of each of the following.

The first one has been completed as an example.

Increase | Decrease | Mo effect

Issue additional debentures v

Issue additional ordinary shares

Payment of ordinary share dividend

Proposal of ordinary share dividend

Transfer from retained earnings to general reserve

[4]

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 137


mailto:zain.zest@gmail.com

19. Clubs & Societies Accounts (Non-Profit
Organizations)

Q1

The Sew and Soup Club offers membership to people who are interested in sharing sewing and
knitting patterns. It runs a refreshment café for members. The club had the following assets and
liabilities at 31 December.

2020 2021
] 5

Subscriptions in advance 2260 1745
Subscriptions in arrears 1820 2115
Inventory of refreshments 1070 1130
Rent paid in advance 500 500
Trade payables for refreshment supplies 1940 1580
Bank balance 4628 7743

The following totals are for the year ended 31 December 2021.

5

Receipts

Subscriptions received (all by cheque) 13900
Cash sales from refreshments 17650
Payments

Rent 6000
Wages 7000
Other expenses 5000
Trade payables for refreshment supplies 10435
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REQUIRED

(a) (i) Prepare the subscriptions account for the year ended 31 December 2021. Balance the
account and bring down the balances on 1 January 2022,

Subscriptions account

Sew and Soup Club

Details

Date

Details

(ii) Explain whether the treasurer should be satisfied with the amount of cash received from
member subscriptions during the year ended 31 December 2021.
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(b) Calculate the profit on refreshments for the year ended 31 December 2021.

(c) Prepare the current assets section of the club's statement of financial position at
31 December 2021.
Sew and Soup Club
Statement of financial position (extract) at 31 December 2021

Current Assets
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Q2

RIA Music Club owns its premises where it has a shop and a number of music rooms.
Shop sales are for cash and shop purchases are on credit. Mark-up is 20%.
The treasurer provided the following information.

At At
1 January 31 December
2020 2020
5 3
Subscriptions in advance 1200 1050
Subscriptions in arrears 5215 5830
Total shop trade payables 4275 4990
Shop inventory 2500 2500
Balance at bank 240 110
For the year to 31 December 2020
Subscriptions received 36700
Shop purchases 34200
Shop purchases returns 1710
Interest charged on overdue shop trade payables accounts 200

REQUIRED

(a) Prepare the subscriptions account for the year ended 31 December 2020. Balance the
account and bring down the balances on 1 January 2021.

RIA Music Club
Subscriptions account

Date Details 5 Date Details 5
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(b) Prepare the total shop frade payables account for the year ended 31 December 2020 to
calculate the amount paid to shop trade payables.

RIA Music Club
Total shop trade payables account

Date Details % Date Details 5
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Q3

The financial year of VL Sports Club ends on 31 December. The treasurer provided the following
information about receipts and payments for the year ended 31 December 2020.

Receipts 3
Subscriptions 19200
Competition receipts 7300
Dinner dance ticket sales G500

Payments s
Competition prizes 4100
Dinner dance costs 6200
Equipment 12000
General expenses 11500

The treasurer also provided the following information.

1 January 2020 31 December 2020

B 5
Equipment at net book value 23000 30000
General expenses owing 400 500
Subscriptions in arrears 700 300
Subscriptions in advance 1100 900

Of the subscriptions in arrears on 1 January 2020 an amount of $80 had not been paid by
31 December 2020 and is to be written off as irrecoverable.

REQUIRED

(a) Prepare the subscriptions account for the year ended 31 December 2020. Balance the
account and bring down the balances on 1 January 2021.

VL Sports Club

Subscriptions account

Date Details k] Date Details 5
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(b) Prepare the income and expenditure account for VL Sports Club for the year ended
31 Decamber 2020.

VL Sports Club
Incomea and Expenditure Account for the year ended 31 December 2020

3 3

N

The treasurer of VL Sports Club wants to encourage more members to pay their subscriptions in
advance by offering a 10% reduction in annual subscription fees.

(c) Advise the treasurer whether or not VL Sports Club should offer this reduction in annual
subscription fees to members who pay in advance. Justify your answer with one advantage

and one disadvantage.

- [3]
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Q4

The ZED Sports Club has a shop which sells sportswear. The following details relate to the shop
for the year ended 29 February 2020.

$
Opening inventory 900
Closing inventory a70
Purchases 7600
Shop Sales 10542

All the shop sales and purchases are for cash. All the club’s receipts are paid into the bank and
all payments are made by cheque. On 1 March 2019 the club's bank balance was overdrawn by
5845.

In addition to the shop sales and purchases, the following receipts and payments were made
during the year ended 29 February 2020.

5
Subscriptions received 11400
Competition fees received 915
Payments for competition prizes 390
Purchases of fittings 4000
Rent and insurance 4575
Wages of shop assistant 2000
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Prepare the receipts and payments account for the ZED Sports Club for the year ended
29 February 2020. Balance the account and bring down the balance on 1 March 2020.

ZED Sports Club
Receipts and Payments Account for the year ended 29 February 2020
Date Details & Date Details $
(8l
Q5

State three differences between a receipts and payments account and an income and
expenditure account.

Receipts and payments account Income and expenditure account

&
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Q6

The K Music Club provides facilities for listening fo music and also provides a refreshment bar for

members. The club had the following assets and liabilities at 1 April 2019,

5
Subscriptions in advance 250
Subscriptions in arrears 845
Cash at bank 1570
Cash in hand 130
Wages outstanding (refreshment bar) 140
Inventory (refreshment bar) 615
Fixtures and fittings at book value 11200

REQUIRED

(a) Calculate the accumulated fund at 1 April 2019.

The following information is available for the year ended 31 March 2020.

5
Subscriptions received (all by cheque) 8500
Subscriptions written off as irrecoverable 155
Wages paid to refreshments bar staff 1250
Balances at 31 March 2020 included the following.

3
Subscriptions in advance 215
Subscriptions in arrears 975
Wages outstanding (refreshments bar) 15
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REQUIRED

(e) Calculate the refreshment bar staff wages for the year ended 31 March 2020.

(d) Prepare the subscriptions account for the year ended 31 March 2020. Balance the account
and bring down the balances on 1 April 2020.

K Music Club
Subscriptions account

Date Details s Date Details %

(71
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Q7

BH Sports Club provides sporting facilities and a café for the use of its members and guests.

The club's financial year ends on 31 July. The following information is available.

Assets and liabilities

Bank
Café inventory
Sports hall at book value

At 1 August At 31 July

Insurance prepaid — sports hall and

sports equipment
Sports eguipment at book value
Subscriptions in arrears

Subscriptions received in advance

Wages accrued — café staff

2019 2020
$ 5
B840 1270
520 770

17000 16560
400 440

3900 7
360 720
- 120

60 80

Receipts and Payments Account for the year ended 31 July 2020

Details $
Balance b/d 840
Subscriptions received 9960
Café takings 13520
24320

Additional information

Details
Purchases of café supplies
Wages — café staff
Wages — sports staff
Insurance — sports hall and
sports equipment
Sports eguipment
Sports hall expenses
Balance c/d

8190
2750
5220

1430
2100
3360
1270

24320

Sports equipment is depreciated at 10% per annum using the reducing balance method.
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(a) Prepare the subscriptions account for the year ended 31 July 2020. Balance the account and
bring down the balances on 1 August 2020.

BH Sports Club
Subscriptions account

Date Details : Date Details 3

[6]
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(e} Prepare the income and expenditure account for the year ended 31 July 2020.

BH Sports Club
Income and Expenditure Account for the year ended 31 July 2020

(71

(ii) State the effect that the surplus or deficit on BH Sports Club's income and expenditure
account for the year ended 31 July 2020 will have on the accumulated fund.

[Total: 20]
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20. Ratio Analysis

Q1

At the end of his first year in business Rasheed would like to compare his financial performance
with other businesses. Explain to Rasheed three problems of inter-firm comparison.

NG
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Q2

The following information is taken from the statement of financial position of C Limited at
1 September 2021.

$
5% Debentures (2024) 60000
Equity
Ordinary share capital ($0.50) 240000
General reserve 36000
Retained earnings 22000

During the year ended 31 August 2022:

A final dividend payment of $12 000 was made for the year ended 31 August 2021.

An interim dividend payment of $0.02 per share was made for the year ended 31 August 2022.
A transfer of $11 000 was made to general reserve.

At 31 August 2022 the company proposed a final dividend of $10000 for the year ended
31 August 2022.

The revenue for the year ended 31 August 2022 was $310000 and the profit (before debenture
interest) was $23000.

Calculate to two decimal places the return on capital employed for the year ended
31 August 2022. (Use closing capital employed).

- [4]

(i) Calculate to two decimal places the profit margin for the year.

...[2]
(ii) Suggest two ways in which the profit margin could be improved.

[2]
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Q3

Ekua is a trader who sells household furnishings. She has provided the following information.

At 30 April 2022: >
Inventory 14650
Trade receivables 12700
Bank overdraft 5375
Trade payables 7125

For the year to 30 April 2022:

Revenue 112300
Purchases 72250
Expenses 19820

All sales and purchases are on credit.
Inventory at 1 May 2021 was valued at $12 800.

REQUIRED

(a) Complete the following tables.

Gross margin

workings answer (to two decimal places)

Profit margin

workings answer (to two decimal places)
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Rate of inventory turnover (times)

workings answer (to two decimal places)

Current ratio

workings answer (to two decimal places)

Liguid (acid test) ratio

workings answer (to two decimal places)

(1]

Q4

State two non-financial factors which may affect Ekua’s trading resulis.
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Q5

Explain why the following interested parties want to know the level of Ravi's trade receivables.

(i) Bank manager

_____________________________________________________________________________________________________________________________________ 2]
(i} Trade payables
..................................................................................................................................... [2]
Q6
Chaaya provided the following information.
5
For the year to 31 December 2020
Credit sales 114400
Credit purchases 63110
Gross profit 51480
At 31 December 2020
Inventory 2850
Trade receivables 15400
Trade payables 7430
Bank overdraft 6190
REQUIRED
{a) Complete the following table.
ratio waorking answer

gross margin

trade receivables
turnover days
{round up to next whole day)

curment rabio
{comrect to two decimal places)

(6]

Chaaya is comparng her ratios with those of Sara, her main competitor. Based on Sara's most
recent financial statements, her trade receivables tumover is 28 days.
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REQUIRED

{b) (i) Compare Chaaya's trade receivables turnover with Sara's trade receivables turmnover.

..................................................................................................................................... [3]
(ii) State two problems with the inter-firm comparison in 4(b)(i).
T et
ettt et et b e st eat At et m e em A em A em e eh e ehteht et et et e ea e eme e ens
(2]
(d) (i) State two reasons why Chaaya's employees would be interested in her financial
statements.
B U SO U TSSO TSRO
SO U TS OUUUU TP
[2]
(ii) State two types of users of Chaaya's financial statements, other than Chaaya and her
employees.
B TS UO TS OT U TTTUUUTOTRSO
DSOS U PSS U PSSO
2]
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Q7

Omer is a trader. He provided the following information.

$

For the year ended 30 April 2021

Credit sales 191000

Credit purchases 120000

Gross profit 80220

Commission receivable 20280

Expenses 29830
At 30 April 2021

Trade receivables 12400

Trade payables 7000

REQUIRED

(a) Calculate the following ratios.

Trade receivables turnover (days)

workings answer
(round up to next
whole day)

Trade payables turnover (days)

workings answer
(round up to next
whole day)

[4]
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The year ended 30 April 2021 was Omer's first year of trading. His main competitor is Ahu who
has been trading for many years. Ahu has established a good reputation.

The following information relates to Ahu's business for the year ended 30 April 2021.

Trade receivables turnover 36 days
Trade payables turnover 31 days

REQUIRED

(b) (i) Suggest two reasons for the difference in the trade receivables turnover of the two
businesses.

(ii) Suggest two reasons for the difference in the trade payables turnover of the two
businesses.
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Q8

Jabir owns an electrical wholesale business.

The following balances appearad in his books on 30 September 2021.

3
Inventory 8000
Purchases 109000
Trade payables 11600
Revenue 160000
Trade receivables 22600
Operating expanses 35200

The inventory on 1 October 2020 was 311 000.
All zales and purchases were on a credit basis.
REQUIRED

(a) Calculate the gross profit and profit for the year.

-2
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(b) (i) Calculate the gross margin.

_____________________________________________________________________________________________________________________________________ [2]
(ii) Advise Jabir on two actions he could take to improve his gross margin.
et ee et et et e et n e e n e e
et a e et e st e en e e
(2]
{c) Calculate the trade receivables turnover. Round up your answer to the next whole day.
............................................................................................................................................. [2]
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Q9
Adit provided the following information.

For the year to 31 January 2020 ]
Profit for the year 27900
Revenue 186000
Credit purchases 83075

At 31 January 2020
MNon-current assets at book value 43700
Inventory 9340
Trade receivables 14010
Trade payables 9435
Bank overdraft 2240
Bank loan (repayable 2023) 6000

All goods are sold on credit terms.
REQUIRED

{a) Calculate the following ratios. Show your workings.

profit margin

workings answer

trade payables turnover (days)

workings answer
(round up to nearest
whole day)
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trade receivables turnover (days)

workings answer
{round up to nearest
whole day)

liquid ratio

workings answer

(]
Suggest three other actions which Adit could take to reduce the bank overdraft.
T e et e et s et e £ ehmt e fem b S0 Sk s £ hn 4 e S a0d s EEm £ £ £mmd e £ d b e fams b nmd b e
2 ettt eae e et s e ems e e eed ek £t £t e £t et £ 4 S e et e e et et et et
O
................................... 3
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Q10
The directors of JKY Limited provided the following information.

Faor the year to 30 April 2020:

L4
Revenua 209510
Purchasas 121618
Af 30 April 2020
Imventony 11050
Tradea receivables 28700
Bank overdraft G280
All sales and purchasas were made on cradit tarms.
Inventory at 1 May 2019 was valued at 58000
REQUIRED
{a) Calculate the following ratios. Show youwr workings.
Rate of inventory turnowver
workings answer (o two dacimal placas)
Trade recaivables turnover (days)
workings answer (rowund up to nearest whole day)
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The rate of inventory turnowver for the year ended 30 April 2020 was lower than that of the previous
yiEar,

The trade receivables tumover (days) for the year ended 30 April 2020 was higher than that of tha
previous yaar.

REQUIRED
(b) Explain the affects of tha change in:

(i} inventory turnover

- [3]

(i) trade receivables urmover (days)

L3
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Q11

Eniola is concermned that her bank balance has decreased significantly during the last year. She is
considering how to improve her liquidity.

REQUIRED
(c) Suggest one effect of each of the following proposals.

(i) Hire new non-current assets instead of purchasing them.

Q12

After comecting the errors, Nazim compared his results with those of his brother Aziz, who has a
similar business.

Mazim Aziz
Current ratio 1.71:1 2121
Liquid {acid test) ratio 0771 1.28:1
Return on capital employed 13.65% 15.25%

REQUIRED
{b) Suggest two reasons for the differences in each ratio.
{i) Current ratio
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{ii) Liguid (acid test) ratio

T e oot oot e o oot emet oot e meetoontms A Semteeesaons s smes seseens emas e se s mns senns
B et oeeesiemtoeeseseessemseeesemes eaesmssiesmesseessesssesssesseessestsemsSessessemtsiessaessmsasesssessoes seessens e sessemes
[2]
(iii) Return on capital employed (ROCE)
T e e et et oot e met et oo e mee s mnt nosea Semtee e e mns s sm s eemt hma e e s mnt remns
B e et eemeeeaeees emamemnen eaea e eie e emea Sema e s e e en et S £ £ S £t £mna emea s e s e et s wn e
[2]
Mazim discovered that his rate of inventory tumover (times) was also lower than that of Aziz.
REQUIRED
{e) Suggest one reason for this difference.
............................................................................................................................................. (1]
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Q13

Carlos owns a business selling computer equipment.

He provided the following information for the year ended 31 July 2020.

3
Sales 240000
Cost of sales 169000
Ciperating expenses 55000
Drawings 18000
Capital employed 62000
REQUIRED
(a) Calculate the profit for the year ended 31 July 2020.
Workings Profit for the year ended
31 July 2020 31 July 2019
511550
(1
{(b) Calculate the following ratios correct to two decimal places.
Profit margin
Workings Year ended
31 July 2020 31 July 2019
B.56%
Gross margin
Workings Year ended
31 July 2020 31 July 2019
34.26%
Return on capital employed (ROCE)
Workings Year ended
31 July 2020 31 July 2019
32.08%

(6]
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Comment on the performance of Carlos's business over the two years (2019 and 2020).

(e) State the name of one party, other than himself and his employees, who would be interested
in Carlos's financial statements. State one reason for their interest.

Interested party The interest they would have

1]
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21. Correction of Errors

a1
Jules has discovered the following five errors in his accounting records for the year ended
30 April 2022.

1 The total for general expenses, $28, in the petty cash book for April 2022 has not been posted
to the general ledger.

2  Adirect debit to Isaac, a supplier, $195 had been recorded as $159 in the account for Isaac.

3 A payment by credit transfer for wages, 5144, has not been recorded in the accounting
records.

4  The discount received total for January 2022, $38, had been debited to the discount received
account.

5  The account for rent and the account for commission receivable had both been overcast by
$200.

REQUIRED
(c) Prepare the journal entries required to correct these five errors. Narratives are not required.

Jules
Joumnal

Error Details Debit Credit
number g 5

[10]

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 170


mailto:zain.zest@gmail.com

(d) Prepare the suspense account. Include the original difference on the trial balance as a
balancing figure.

Jules
Suspense account

Date Details 3 Date Details g
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Q2

Maosi is a trader. The totals of his trial balance at 30 April 2022 did not agree and the difference
was placed in a suspense account.

Maosi later discovered the following errors.

1 Commission received, $96, had been debited to the discount received account. The entry to
the bank account was correctly made.

2  The total of the sales journal for April 2022, $1258, was transferred to the sales account as
52185.

3 A cheque payment for motor expenses, $77, had been omitted from the book-keeping
records.

4 A payment by electronic transfer, $135, was recorded as a payment in the petty cash book.
5 Aninvoice received from Tracey, $160, was credited to the account for Stacey.

REQUIRED

(a) Prepare the journal entries to correct errors 1-5. Marratives are not required.
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Maosi
Journal

Error
number

Details
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balancing figure.

Maosi
Suspense account

(b) Prepare the suspense account. Include the original difference on the trial balance as a

Details

Date

Details

Mosi's original draft profit, before correcting the errors, was 539 970.

REQUIRED

(c) Calculate Mosi's corrected profit for the year ended 30 April 2022,
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Q3

Demis later discovered the following errors.

1

2

Drawings of goods for own use, $317, had been omitted from the books of account.

Purchases returns, $93, had been credited to the sales account.

A payment for property insurance, $500, had been debited to the property account.

A credit purchase, $315, from Erin, had been recorded as $135.

A credit sale, $191, to Harvinder, had been debited to the sales account and credited to

Harvinder's account.

Complete the following table to show the entries required to correct each error.

Error

Entries required to correct the error

Debit

Credit

Account

Account

Drawings of goods for own use,
%317, had been omitted from the
books of account.

Purchases returns, 393, had been
credited to the sales account.

A payment for property insurance,
$£500, had been debited to the
property account.

A credit purchase, $315, from
Erin, had been recorded as $135.

A credit sale, $191, to Harvinder,
had been debited to the

sales account and credited to
Harvinder's account.
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Identify the following error types from the table above.

(i) error2

Q4

Rachel prepared her trial balance at 31 January. The total of the debit side was more than the total
of the credit side. Rachel entered the difference in a suspense account.

(a) Explain how the use of a suspense account allows a draft statement of financial position to be
prepared.

Rachel later discovered the following errors.
1 Arepair to the premises, $220, had been debited to the premises account.

2  The purchase of a motor vehicle, $3400, on credit from Neil's Wheels, had not been recorded
in the accounting records.

3 Both the sales journal and the purchases journal had been overcast by $100.
4  Returns inwards, $19, had not been recorded in the returns inwards account.

5 Bank interest received, $25, had been debited to the bank charges account. The entry in the
bank account had been correctly made.

REQUIRED

(b) Prepare the journal entries to correct errors 1-5. Narratives are not required.
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Rachal
Joumal

Emor Dietails Dabit Credit
numbsar Z Z

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 177


mailto:zain.zest@gmail.com

(e) State the number of the error which is

(i} acompansating arror

{il} an emor of omission

[

(1]

(d) Complete the table to indicate the effect of each error on gross profit and on profit for the
year. The first one has been completed as an example.

Gross Profit Profit for the year
nE:anLr No effect Understated | Owerstated Mo effect Understated | Owverstated
§ 5 5 i
1 W 220
2
3
4
5
[4]

(e} State why a balance may remain on the suspense account after errors 1-5 have been
corrected.
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Q5
Meith later discovered the following errors.

1 The total of the general expenses column of the petty cash book, $32, for May 2020 had
been posted to the office expenses account.

2 A payment received, 375, from Anya, a credit customer, had been credited fo the sales
account.

3 Acredit purchase, $120, from Samir had been omitted from the books of account.

4  Acheque payment, $19, for office expenses, had been recorded as $91.

5  An invoice for office cleaning, $235, had been debited to the fixtures and equipment account.
REQUIRED

(b) Prepare the journal entry to correct each of the above errors. Narratives are not required.

Meith
Journal

Details
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(c) Complete the table by placing a tick (+) to indicate the effect of correcting each error 2 fo 5.
Ignore depreciation of non-current assets.

The effect of correcting error 1 has been shown as an example.

Error number Increases Decreases No effect
capital capital on capital
1 v
2
3
4
5
[4]
Q6
Kia is a trader.

The totals of the trial balance prepared on 30 April 2021 did not agree and the differance was
placed in a suspense account.

Kia later discoverad the errors shown in the table in part (a).
REQUIRED

(a) Complete the following table to show the entries required to correct each error.
The first one has been completed as an example.

Entries required to correct the ermor

Error Drebit Credit

Account 5 Account 5

Cash drawings, 5200, had been omitted | Drawings 200 Suspense 200
from the drawings account.

A petty cash book payment, 331,10 | i | e SSURUUURT [
Abel, a supplier, had been recorded in
the column for office expenses. | | e | e

Sales returns, $105, had been comectly | .....coooeeeeeiis | e cvreeesmeemmnns | eeeamaenns
entered in the customer’s account but
had been credited to the purchases | | e | e
returns account.

A payment for motor expenses, 572, | | e | e
had bean recorded in the motor
expenses acoount as $172. | o | oo | e

A purchase invoice, 3102, from Abel, | | e | e
had been debited to Abel's account and
credited to the purchases account. | o | e eeememmmmmnn | e
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(b) Prepare the suspense account Include the original difference on the trial balance, as a
balancing figure.
Kia
Suspense account
Date Details g Date Details -3

(5]

{c) The account for Abel in Kia's books showed that Kia owed him 5327 before the ermors were
cormected. Calculate the comect amount which Kia owed Abel at 30 Apnl 2021.

Q7

Anil is a trader. The totals of the trial balance he prepared on 31 December 2020 did not agree.
The debits exceeded the credits by $5140.

The following errors were later discoverad.
1  The sales account had been undercast by $7100.

2 Sales retums of 3520 had been posted as a credit to the purchases account. The comract
entry had been made in the customer’s account.

3  Bank charges of 3320 had been comectly entered in the cash book, but had not been entered
in the bank charges account.

4  Achegue refund of 3600 for insurance overpaid had been entered on the wrong side of the
bank account and no entry had been made in the insurance account.
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REQUIRED
(a) Prapare journal entries fo cormect errors 1 fo 4. Marmatives are not required.

Amil
Jowrnal

Error Details Dwabit Credit
number % %

[12]
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(b} Complete tha suspense account.

Al
Suspensa account

Date Details % Date Diatails 3

.| Difference on friall balance 5140

(6]
(g} Mame two types of amor not disclosed by a trial balance.

[

Q8

Nikita is a trader. The totals of her trial balance at 30 June 2021 did not agree. The debits exceeded
the credits by $2600. Mikita opened up a suspense account.

The following errors were later discovered.

1 Insurance of 32500 had been entered as $4500 in the insurance account. The correct entry
had been made in the cash book.

2  The total of the discount received column in the cash book of $500 had been debited to the
discount allowed account in the general ledger.

3  Credit sales of 51400 to Kajal had been correctly entered in the sales account, but debited as
$1000 in Kajal's account.

4 A chegue of $700 received from Anisah had been cormrectly entered in the cash book, but
credited to Aisha's account.
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{a) Prepare journal entnes to comect ermors 1 to 4. Narratives are not required.

Mikita
Journal

Error Details Debit Credit
number 8 3

[10]
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{b) Prepare the suspense account. Start with the difference on the trial balance.

Mikita
Suspense account
Date Details -] Date Details s
[5]

{e) Complete the statement to show the effect on the profit for the year of correcting errors
1to4.

Where the error does not affect profit write ‘no effect’. Calculate the comected profit for the

year.

Nikita

Statement of corrected profit for the year ended 30 June 2021
5

Profit for the year before corrections 28000

Increase Decrease

in profit in profit

5 5

i
Error2 i e
Errord i e
Error 4

Corrected profit for the year
(5]
[Total: 20]
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Q9

Arjun is a sole trader.

Arjun prepared a trial balance on 31 January 2020. The totals of the debit and credit sides differed.
This difference was placed in a suspense account.

Arjun later discovered the following errors.

1 The total of the discount received column in the cash book for January, $135, had been
credited to the commission receivable account.

2 %200 received from the sale of fitings (net book value $150) had been comectly debited but
had been credited to the fixtures and fittings account.

3 Cash drawings, $40, had been comectly debited but had been credited to the purchases
account.

4 The total of the analysis column for cleaning in the petty cash book, $73, had been transferred
to both the cleaning account and the office expenses account.

5 The purchase of equipment, 3575, had been credited to the equipment repairs account. The
bank account had been comectly credited.

6 Mo entries had been made for a cheque payment for office expenses, $90.

7 Acheque, 369, paid to Simone had been posted to the account of Simon.

(a) Prepare joumnal enfries to correct errors 1, 2 and 3.
Narratives are required.

Arjun
Journal

Errar Details Debit Credit

]
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(b) Prepare the suspense account. Include the original difference on the trial balance, as a
balancing figura.

Arjun
Suspensa account

Diate Dietails g Date Details £

[4

(c) Complete tha following table by placing a tick (+') in the comact column to indicate how each
of the errors would affect Arjun's capital.

The first one has been completed as an example.

Ignore depreciation of non-current assets.

Error number Increases Decreases Mo effect
capital capital on capital
3 v
4
5
&
7

4
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Q10
Ame later discovered several errors had been made in the accounting records.
REQUIRED

(b} Complete the table to show the entries required to correct each error.
The first one has been completed as an example.

Entries required to comect the ermor
Ermor Debit Credit
Account -] Account g

Mo entry had been made for cash | Cash 60 Sales 60
sales, $60.

Office expenses, 5240, had been
credited to the wages account.
Mo debit entry had beenmade. | ... | oo ||
The purchases joumnal total for
March 2020 was $2165. This
amount was incomectly recorded
in the purchases account as
$2651.

An insurance payment, $375, had
been comectly recorded in the
cash book but no other entry had
been made.

The purchase of equipment,
£800, was comectly recorded in
the cash book but debited to the
office expenses account.

(€]

Prepare the suspense account. Start with the difference on the trial balance prepared in
Part (a). Balance or total the account as necessary.

Ame
Suspense account

Date Details 2 Date Details 3

(5]
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Q11
Madia is a trader. Her financial year ends on 31 March. She extracted a trial balance at 31 March

2020. The debit and credit totals did not agree. The difference was entered into a suspense
account.
After Nadia prepared draft financial statements, she discovered the following errors.

1  The purchases account was overcast by $110.

2 $13for discount allowed in February 2020 had been credited to the discount allowed account
as $15.

3 Apayment for insurance, $220. was correctly recorded in the cash book, but was recorded as
£202 in the insurance account.

4  Commission received, 365, had been debited to the account for commission payable. The
entry to the cash book had been cormrectly made.

5 Cash drawings, $85, were correctly entered in the cash book but were credited to the
drawings account.

6 The cost of a vehicle repair, $190, had been debited to the motor vehicles account.
7 Apayment of $100 to Robert had been posted to the account of Roberta.
REQUIRED

(a) Prepare the suspense account. Include the original difference on the trial balance as a
balancing figure.

Nadia
Suspense account

Date Details 5 Date Details g

(71
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{b) Identify the type of ermor made in
{i) ErorG
-1
{iiy Eror?
-
(e} Complete the following statemant to show the effect on the profit for the year of cormacting
erors 2=7. If thera is no effect on profit write "nil’ in the 'no effect’ column. Calculate the

corrected profit for the year. Ignore depreciation of non-current assats.

The first correction has been completed as an example.

Madia
Statement of corected profit for the year ended 31 March 2020
5
Draft profit for the yvear before comeactions 6720
Mo Increase Decrease
Effect in profit in profit
] ]
Error 1 110
Error 2
Error 3
Error 4
Error 5
Error 6
Ermor 7 0 e,
Corrected profit for the year il
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Q12
The directors of DW Limited provided the following information at 30 September 2020.

5

6% debentures (2028) 18000
Bank overdraft 6450
Dividend paid 2000
General reserve at 1 October 2019 6500
Inventory at 30 September 2020 26300
Issued share capital at 1 October 2019 200000
Mon-current assets at 30 September 2020

Cost 462000

Provision for depreciation 106 000
Other payables 2200
Other receivables 1600
Provision for doubtful debts at 1 October 2019 625
Retained eamings 73475
Trade payables 8250
Trade receivables 14500

Additional information

A draft income statement for the year ended 30 September 2020 was prepared showing a profit of
$84900.

The following emrors were later discovered.

1 Inventory of $26 300 included items valued at cost $5200 that needed repair. After repairs
costing $600, the items could be sold for $5000.

2  Operating expenses included insurance of $400 that was prepaid at 30 September 2020.

3  The provision for doubtful debts should have been adjusted so that it equals 5% of trade
receivables.

The directors decided to transfer $5000 to general reserve.

There was no change to the issued share capital during the year ended 30 September 2020.

(a) Calculate the correct value of inventory at 30 September 2020.
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(b) Calculate the revised profit for the year ended 30 September 2020 after adjusting for
emors 1-3.

Q13

Mazim owns a wholesale business and has prepared draft financial statements for the year ended
30 June 2020, his first year of trading.

After the preparation of these financial statements, some emors were discovered.
REQUIRED

{a) Complete the table to indicate the effect of each error on the profit for the year and on
working capital at 30 June 2020.

Write ‘understated’, ‘overstated” or ‘no effect’.

The first one has been completed as an example.

Effect on profit Effect on working

Exror for the year capital

Iﬁepalrs t.D D‘[‘ﬁl::El equipment had been entered o afed No effect
in the office equipment account.

Mo adjustment had been made for insurance
prepaid.

An irrecoverable debt had not been written off.

Mo record had been made of additional capital
introduced in cash.

Closing inventory had been overstated.

(8]
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Q14

Razia's financial year ends on 30 September.

The totals of the trial balance on 30 September 2020 did not agree. The totals were debit $10450
and credit $10250. A suspense account was opened.

The following errors were later discovered.

1  The total of the sales returns journal had been overcast by 5300.

2 Cash sales, $820, had not been recorded in the books of account.

3  Apurchase invoice, 3190, had been credited to the account of P Hill instead of D Hill.

4 Acheque payment, $240, for motor repairs had been correctly entered in the cash book but
had been posted to the debit of motor repairs account as $420.

5 Rentreceived, $310, had been debited to the rent payable account.
6 Staff wages, 5250, had been posted to Razia's drawings account.

7 Acheque paid, $300, to Kamil, a credit supplier, had been entered correctly in the cash book
but had not been posted to Kamil's account.

REQUIRED

(a) Prepare the suspense account. Start with the balance arising from the difference on the trial
balance. The account should be balanced or totalled as necessary.
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Razia
Suspense account

Date Details 5 Date Details 3

[6]
(b) Identify the types of error made in Error 2 and Error 4.
Error Type of error
2
4
[

¢} Complete the table by placing a tick («) in the correct column to indicate the effect on the
P ¥P g
profit for the year of correcting each error.

Error Increase profit Decrease profit Mo effect on profit
number

.1

2

(7]
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22. Incomplete Records

Q1

Stalla started trading on 1 April 2021. All receipts are paid into the bank and all payments are made
from the bank. She has not kept a full set of books but has provided the following information.

Summary of receipts and payments for the year ended 31 March 2022

5

Receipts

Capital introduced 8000

Loan received (repayable 2027) 5000

Sales (all cash) 36000
Payments

Trade payables 17850

Fixtures and fittings 12000

General expenses 1820

Rent and insurance 7100

Drawings ?
Bank balance at 31 March 2022 2330
REQUIRED

(a) Record the total receipts and total payments to Stalla’s bank account showing the cash
drawings for the year ended 31 March 2022. Balance the bank account and bring the balance
down on 1 April 2022,
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Stalla
Bank account

Details

Date

Details

[4]

During the year ended 31 March 2022, Stalla took goods from the business for her own personal
use. The selling price of these goods is $3375. Her mark-up is 25%.

REQUIRED

(b) Calculate Stalla's total drawings for the year ended 31 March 2022,

Stalla has provided a list of balances at 31 March 2022.

Fixtures and fittings (net book value)

Inventory

Prepaid rent

Balance at bank

Trade payables

Loan (repayable 2027)

Capital

REQUIRED

5
10800
2150
500
2330
1875

5000

(c) Prepare a statement of affairs to calculate Stalla's capital at 31 March 2022.
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Stalla

Statement of Affairs at 31 March 2022

(d) Calculate Stalla’s profit for the year ended 31 March 2022,
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Q2

Maira opened a shop on 1 January 2020.

She provided the following trading information.
Gross margin: 40%

Purchase price: $70 per unit

Carriage inwards: $2 per unit

Inventory: 130 units at 31 December 2020

REQUIRED

{a) Calculate the cost of Maira's inventory at 31 December 2020,

Maira has not kept a full set of accounting records, but provided the following information.
1 All sales were made on cash terms. The sales for the first year were:

for the first two months: $10800 each month

for the next eight months: $12 000 each month

for the last two months: $16 200 each month
2 During the year Maira purchased 1400 units. Carriage was paid on these units.

3  Maira took goods from the business during the year ended 31 December 2020. Mo record
was kept of these drawings.
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REQUIRED
{b) Prepare Maira's income statement (trading section) for the year ended 31 December 2020.
Maira
Income Statement (trading section) for the year ended 31 December 2020

(8]
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Q3

Shiv is a trader. His financial year ends on 31 August. He does not maintain a full set of accounting
records but was able to provide the following information for the year ended 31 August 2021,

Total revenue $320000
Mark-up 25%

Bank account summary for the year ended 31 August 2021

3 $
Balance b/d 49000 Expenses 34000
Cash sales 3700 Drawings 4200
Receipts from trade receivables 312400 Payments to trade payables 257700
Equipment 16000
Balance c/d 53200
365100 365100
Assets and liabilities
1 September 2020 31 August 2021
5 5
Inventory at cost 23500 ?
Trade receivables 22000 25900
Expenses owing - 400
Trade payables 32600 29600
Equipment at net book value - 12800
Premises at cost 80000 80000

Shiv had withdrawn $900 for a family holiday during the year. He had included this in the expenseas.
On 31 August 2021 Shiv decided to create a provision for doubtful debts of 3% of trade receivables.

REQUIRED

(a) Calculate the purchases for the year ended 31 August 2021.

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 200


mailto:zain.zest@gmail.com

{b) Prepare the income statement for the year ended 31 August 2021. The inventory on
31 August 2021 should be clearly shown within the statement.

Shiv
Income Statement for the year ended 31 August 2021

5 5

S
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Q4

The ZED Sports Club has a shop which sells sportswear. The following details relate to the shop
for the year ended 29 February 2020.

3
Opening inventory 900
Closing inventory 970
Purchases 7600
Mark-up 40%

REQUIRED

(a) Calculate the shop sales for year ended 29 February 2020.

. [4]
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Q5

Hazig has not maintained full accounting records for his business.

Haziq provided the following information for the year ended 31 July 2020.

At 1 August At 31 July

2019 2020

3 $
Bank loan 6000 4500
Inventary 8400 ?
Mon-current assets at net book value 35580 32450
Rent prepaid 240 -
Trade payables 6280 7460
Wages accrued - 610

Summary of bank account for the year ended 31 July 2020

Date Details 5 Date Details $

2020 2019

July 31 Sales receipts 166000 Aug1 Balance b/d 2150
Balance c/d 6600 2020

July 31 Payments to credit suppliers 96220

Bank loan repayments 1500

Bank loan interest 300

Rent 2640

Wages 41400

General expenses 10890

Drawings 17500

172600 172600

Additional information
1  The gross margin was 40%.

2  All sales were for cash and all cash received was banked.
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(a) Frepar the ncome stabement for the yvear snded 31 July 2030

Harig

Incorme Statement for e year ended 31 July 2020
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23. Advise & Justify Questions - 5 Marks

Q1

Currently MC purchases all goods from a local supplier. He has been offered a monthly price
reduction of 32000 if he changes to an annual contract purchasing all goods from a new overseas
supplier.

REQUIRED

(d) Advise MC whether he should change to the new overseas supplier. Justify your answer.

- [8]
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Q2

A potential new customer has asked MG for a 5% discount on any orders placed. Advise MG
on whether to accept or decline these terms. Justify your answer.

- [3]

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 206


mailto:zain.zest@gmail.com

Q3

C Limited plans to buy additional premises. Two options are being considered to raise the finance
required.

Option 1
|ssue 6% debentures to raise $65000

Option 2
|ssue additional ordinary shares to raise $65000

REQUIRED

(d) Ewvaluate the two options and advise the company on which one they should choose. Justify
YOur answer.
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Q4
Anika plans to buy more property to rent out. She will need additional capital for this. She has

savings earning 3% per annum which she could use for the additional capital. Alternatively, she
could invite Janos, a builder, to provide the capital and join her to form a partnership.

REQUIRED

(c) Advise Anika on her plans and whether she should provide her own additional capital or form
a partnership with Janos. Justify your answer.
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Q5

NT is concerned at the increase in irrecoverable debts during the second year of business. To
reduce irrecoverable debts, he is planning to introduce one of the two following options.

Option 1: To charge interest on all debts not paid within his standard terms of payment of 25 days.

Option 2: To stop supplies to all customers who do not pay within his standard terms of payment of
25 days.

(e) Advise NT on which option he should introduce. Justify your answer.
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Q6

Nakul has a bank overdraft and would like to reduce it. He is considering paying his suppliers later
than he currently does in order to help him reduce his bank overdraft.

REQUIRED

{e) Advise Nakul whether or not he should take longer to pay his suppliers. Justify your answer
by providing two advantages and two disadvantages.
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Q7

BC has been making future plans for the business and he needs to purchase 36000 of machinery
immediately. There are two options to finance the purchase.

Option 1 On credit with the full amount of 36000 payable in 60 days
Option 2 Obtain a $6000 8% loan repayable in 5 years
REQUIRED

(c) Advise BC on which option he should use. Justify your answer.
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Q8

Fatima would like to expand the business. She thinks that additional finance of $20000 would be
required for the equipment which she would need. Fatima's bank have offered to lend her 520000,
to be repaid after four years at interest of 6% per annum.

REQUIRED

(c) Advise Fatima whether or not to agree to the bank loan. Justify your answer.

- 8]
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Q9

Mala has charged depreciation on her shop fittings at 25% per annum using the reducing balance
method. This year she is considering changing this to 10% per annum using the straight-line
method, as this would improve her profit for the year.

REQUIRED

(d) Advise Mala whether or not she should change her depreciation method. Justify your answer.
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Q10

Cne of Ekua's suppliers has offered to sell her a large guantity of inventory at a reduced price.

Ekua is considering accepting this offer and increasing her expenditure on advertising in order to
sell more inventory.

REQUIRED

{b) Advise Ekua whether she should purchase the additional inventory. Justify your answer by
providing two advantages and two disadvantages.
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Q11

Stalla is now considering whether she should start to sell at least some of her goods on credit.
REQUIRED

(e) Advise Stalla whether or not she should start selling on credit terms. Justify your answer.
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Q12

The managing director, Emily, plans to buy new equipment to be used to improve the profitability
of the company. She is considering whether to fund the equipment by issuing further ordinary
shares or requesting a bank overdraft.

REQUIRED

(d) Advise Emily whether to fund the purchase of the equipment by issuing further ordinary
shares or by requesting a bank overdraft. Justify your answer.
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Q13

Ravi sends out statements of account to credil customers and charges interest on overdue
accounts. He is concermned about the loss caused to his business by irrecoverable debls. He is
considering employing a part-time credit controller to contact credit customers by telephone and
to start legal action on overdue accounts if necessary. The credit controller would be paid $6800
per annum.
REQUIRED

(d) Advise Ravi whether or not he should employ the credit controller. Justify your answer.

Q14

Pari is disappointed in her cost of production and gross profit. She is considering buying in her
products instead of producing them in her factory.

REQUIRED

{d) Advise Par whether or not she should start to buy in her products. Justify your answer.
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Q15

Priti and Paisley are planning to purchase more properties to rent out. They are considering
forming a limited company as they believe this would make it easier for them to raise the finance
for the purchase of the properties.

REQUIRED

{d) Advise Priti and Paisley whether or not they should form a limited company.
Justify your answer with two advantages and two disadvantages.

Q16

Zamir employs Sharif, who is another lawyer. Sharif also keeps the books of account for the
business. Zamir would like to ensure that Sharif does not leave to start work for a rival legal
business.

REQUIRED

(d) Advise Zamir whether he should offer Sharif an increase in salary or invite him to become a
partner in the business. Justify your answer with two advantages of each course of action.
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Q17
Chaaya is considering stopping selling on credit and instead selling on a cash only basis. Chaaya
would offer a trade discount of 12% to regular customers in order to maintain a good relationship
with customers.
REQUIRED

{c) Advise Chaaya whether she should start to make cash =sales only and offer the trade discount.
Justify your answer by providing two advantages and two disadvantages.

Q18

Rahat is concemed about the level of her bank overdraft. She is considering applying for a bank
loan. This would enable her to pay off her bank overdraft and to purchase new office fumniture.

REQUIRED

(c) Advise Rahat whether she should apply for the bank loan. Justify your answer by providing
two advantages and two disadvantages.

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@gmail.com) | Page 219


mailto:zain.zest@gmail.com

Q19

The directors of TC Limited are considering the purchase of various low-value items of office
equipment.

REQUIRED

(c) Advise the directors whether or not they should charge depreciation on these items.
Justify your answer by providing two advantages and two disadvantages.
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Q20
(2022 M/J P21)

Omer wants to increase sales and is considering employing a marketing manager who would be
paid 528 000 per annum.

REQUIRED
(c) Advise Omer whether or not he should employ a marketing manager. Justify your answer.

You may include reference to the possible effects on the income and expenses of the
business.

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 221


mailto:zain.zest@gmail.com

Q21
Leo is considering making all payments over $50 to trade payables by credit transfer.

REQUIRED

(d) Advise Leo whether he should go ahead with this change. Justify your answer by providing
two advantages and two disadvantages.

Q22
Tej sells to a small number of customers. He has good working relationships with them and they
sometimes recommend him to potential customers.

Tej is concemed that his customers are taking a long time to pay him. He is considering charging
interest on overdue accounts.

REQUIRED

(e) Advise Tej whether or not he should charge interest on overdue accounts. Justify your answer.
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Q23

The treasurer is concerned about the decreasing bank balance and the increase in shop trade
payables. He is looking into the possibility of renting out part of the club premises to an art society
for $400 per month.

REQUIRED

(d) Advise the treasurer whether renting out part of the premises is the most suitable way of
improving cash flow or whether other methods may be more suitable. Justify your answer.

Q24

Shiv has always valued his inventory at cost price. He is considering valuing the inventory on
31 August 2021 at selling price as he believes it would result in a higher profit for the year.

REQUIRED

(d) Discuss the implications of Shiv valuing the inventory on 31 August 2021 at selling price.
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Q25

Jas's business is expanding rapidly and she needs more warehousing space.
Jas can rent an additional warehouse. The rent for the first six months would be $40000.

Alternatively, Jas can purchase a warehouse for $900000. She can obtain a long-term loan of
$700000.

REQUIRED
{b) Advise Jas whether she should rent or purchase a warehouse. Justify your answer.
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Q26

Karishma is considering changing her electricity supplier. The new supplier has offered Karishma
a two-year contract at a fixed monthly amount of $450 payable by direct debit.

REQUIRED

(b) Advise Karishma whether she should change to the new electricity supplier. Justify your
answer with two advantages and two disadvantages of changing supplier.
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Q27

Jabir wants to increase his credit sales and is considering allowing his credit customers an extra
14 days above his current trade receivables turnover.

REQUIRED

(d) Advise Jabir whether he should allow his credit customers an extra 14 days above his current
trade receivables turnover. Justify your answer.

Q28

Jabir's credit suppliers are prepared to double the rate of his trade discount provided he increases
his current monthly purchases by 20%.

REQUIRED

(f) Advise Jabir whether he should increase his current monthly purchases by 20% to earn the
additional frade discount. Justify your answer.
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Q29

Simon's sister Yasmin is also in business and depreciates her delivery vehicles by the reducing
balance method.

Simon is considering whether to apply the reducing balance method of depreciation to his delivery
vehicles.

REQUIRED

(b) Advise Simon whether he should apply the reducing balance method of depreciation. Justify
your answer.
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Q30

Maira has been too busy to keep a full set of accounting records. However, she is now considering
using double-entry book-keeping for her business.

{c) Advise Maira on whether or not she should start to keep a full set of accounting records.
Justify your answer with two advantages and two disadvantages.

Q31

The directors of GHB Limited are planning to finance a major expansion of the fleet of delivery
vehicles. $250000 will be required for this expansion. The directors are considering whether to
issue additional ordinary shares or to obtain a long-term bank loan.

REQUIRED
(d) Advise the directors which of these two methods of finance is more appropriate.

Justify your answer with one advantage and one disadvantage of each option.
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Q32

Tia and Sarna are considering transfemmng $7000 from the business bank account to an interest-
bearing deposit account.

REQUIRED

{d) Advise the partners whether or not they should make this transfer. Justify your answer by
providing advantages and disadvantages.

Accounting (0452) - Paper 2 Structured Qs - Compiled by Coach Zain (+60162924472, zain.zest@amail.com) | Page 229


mailto:zain.zest@gmail.com

Q33
The bank overdraft limit is $2500.
The trade payables turnover for the year to 31 January 2019 was 35 days.
REQUIRED

{b) Advise Adit whether or not he should delay paying trade payables in order to reduce the bank
overdraft. Justify your answer by considering the effect on both the bank balance and the trade

payables.

Q34

Chippo is considering converting har sole trader business into a limited company because she
thinks that this will make it easier for her to obtain finance for future expansion.

REQUIRED

(d) Advise Chippo whether or not she should convert her business to a limited company, in ordar
to obtain finance. Justify your answer by providing advantages and disadvantages.
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Q35
Rani is Trader. She discovered that she had an amount of inventory of item D which
originally cost $1660. She considered this inventory to be obsolete (not able to be used).

Advise Rani whether or not she should stop purchasing item D to avoid having obsolete
inventory in the future. Justify your answer by providing advantages and disadvantages.

Q36

The directors are considering increasing dividend in 2021 as a way of increasing return on capital
employed (ROCE).

REQUIRED

(e) Advise the directors how the return on capital employed (ROCE) can be increased. Justify
your answer by commenting on both profit and capital employed.
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Q37
The K Music Club provides facilities for listening to music and also provides a
refreshment bar for members.

Advise the club treasurer whether or not club members should be required to pay their
subscriptions by direct debit. Justify your answer by providing tweo advantages and two
disadvantages.

. [5]
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Q38
Gok is a wholesaler.

The wages paid by Gok are to his part-time warehouse assistant, Aiman.
REQUIRED

{b) Advise Gok whether or not he should offer Aiman a partnership in the business. Justify your
answer with two advantages and two disadvantages.
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Q39

The diractors are concemead about the level of trade receivables. They are considering introducing

cash discount of 1% for payment within 21 days or charging interest on amounts cutstanding after
30 days.

REQUIRED

(c) Advise the directors whethar they should introduce the cash discount policy or the interest

charge policy. Justify your answer by providing one advantage and one disadvantage of
aach policy.

. [8]
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Q40

Sariah is considering forming a partnership with her friend Emy who runs a similar business.
REQUIRED

(c) Advise Sariah whether or not she should form a partnership with Emy. Justify your answer
with two advantages and two disadvantages of forming a partnership with Emy.

. [3]
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Q41

Advise Hazig whether or not he should maintain a double entry bookkeeping system for his
business. Justify your answer with two advantages and two disadvantages.

Q42

Mazim is concerned about the length of time his credit customers are taking to pay their accounts.
He is considering operating a strict credit control policy requiring customers to pay within 30 days.

REQUIRED

(d) Advise Nazim whether or not he should introduce this strict credit control policy. Justify your
answer by providing tweo advantages and two disadvantages.
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Q43

Dev is considering turning his business into a limited company.
REQUIRED

(e) Advise Dev whether or not he should form a limited company. Justify your answer with two
advantages and two disadvantages of forming a limited company.

Q44

Carlos is concerned that the business bank balance has shown a large decrease. He is considering
either investing more cash from his private funds or obtaining a two-year bank loan.

REQUIRED

(d) Advise Carlos which option he should select. Justify your answer by providing one advantage
and one disadvantage of each option.
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Q45

Razia is considering whether or not to sell on cash terms only.
REQUIRED

(d) Advise Razia whether or not she should sell on cash terms only. Justify your answer with two
advantages and two disadvantages of selling on cash terms only.
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