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No other items may be taken into the examination room. It is your responsibility to ensure that you do not have any unauthorised notes or other items of a non-personal nature in the examination room. If you have any unauthorised material with you, hand it to the supervisor before reading any further.
Structure of this paper

	Section
	Number of questions to be attempted
	Number of questions available
	Suggested working time
	
Marks
available
	Percentage of exam

	Section One: 
Multiple-choice
	15
	15
	25 minutes
	15
	15

	Section Two: Short response
	4
	4
	120 minutes
	140
	70

	Section Three : Extended response
	1
	2
	35 minutes
	30
	15

	
	
	
	
	
	100



Instructions to candidates
1.	Answer the questions according to the following instructions.
	Section one :	
Answer all questions on the separate Multiple-choice answer sheet provided. For each question shade the box to indicate your answer. Use only a blue or black pen to shade the boxes. If you make a mistake, place a cross through that square (do not erase or use correction fluid) and shade your new answer. Marks will not be deducted for incorrect answers. No marks will be given if more than one answer is completed for any question.
	Sections two and three :
	Write all answers in this Question/Answer booklet.
Show all calculations clearly in the space marked Workings for questions where calculations are applicable.
Marks will be awarded principally for the relevant accounting and finance content.
2.	You must be careful to confine your responses to the specific questions asked and to follow any instructions that are specific to a particular question.
3.	Spare answer space is provided at the end of this booklet which you may use for planning responses 
	or continuing an answer.  If you need to use the space to continue an answer, indicate in the original 
	answer space where the answer is continued i.e. give the page number. Write the number of the 
	question you are continuing at the top of the spare page.

.  


SECTION ONE: Multiple-choice				15%  (15 marks)

This section has fifteen questions.  Answer all questions on the separate Multiple-choice answer sheet provided. For each question shade the box to indicate your answer. Use only a blue or black pen to shade the boxes. If you make a mistake, place a cross through that square (do not erase or use correction fluid) and shade your new answer. Marks will not be deducted for incorrect answers. No marks will be given if more than one answer is selected for any question.

Suggested working time: 25 minutes 

1    An example of a service business would be:     
a) A wheat/sheep farm;
b) A legal firm;
c) A supermarket
d) Both a) and b).

2    Under the principle of materiality:  
a) Accounts only deal with tangible transactions;
b) Reports must state which transactions are material;
c) The treatment of items in reports depends on their relative size;
d) Only money transactions count.	
3    A current liability for a business is: 
a) A debt to an outsider that must be paid within 12 months;
b) An ongoing obligation to an outsider;
c) An unsecured loan;
d) A debt which, if not paid, could put the firm out of business.
4    Methods of exercising internal control over inventory would not include:  
a) Regular stock takes;
b) Introduction of a perpetual inventory system;
c) Electronic tagging of stock items;
d) Regular bank reconciliations.

5    A disadvantage of the perpetual inventory system compared with the periodic method is : 
a) It is more expensive to set up ;
b) It does not enable stock losses due to theft and fraud to be identified ;
c) It enables the cost of sales to be readily identified ;
d) It requires stock takes at the end of each period

6    Input taxed services : 
a) Require GST to be paid by the provider rather than the purchaser ;
b) Are required to be shown separately in the Business Activity Statement ;
c) Are deemed to have had GST applied ;
d) Include wages and salaries.



7    The ‘Going concern’ assumption is that:
a) A business will continue in existence for the foreseeable future;
b) A business will usually make a profit;
c) A business will eventually go into liquidation;
d) The business is run for the benefit of the owner.

8   Sources of finance for a small proprietary company might include :  
a) Bank overdraft, accounts receivable, and capital contributions from shareholders ;
b)  Leasing, supplier finance, bank loan ;
c) Bank loan, public issue of shares, government grants ;
d)  Supplier finance, trading profit, accounts receivable.

9   ‘Ethics’ may be defined as : 
a) A set of regulations laid down by the government ;
b) A code of conduct developed by professional associations ;
c) An informal set of moral principles;
d) Personal standards unconnected with business.

10   From the business’s point of view, the advantages of EFTPOS include :  
a) The cost of setting the system up;
b) The ease with which you can make a purchase;
c) Elimination of the need to carry cash;
d) The speed with which most payments can be received.

11   The depreciable cost of an office computer system would not include :  
a) The cost of programs to run on the system ;
b) The annual cost of insuring the system ;
c) The cost of modifying the system to suit the firm’s requirements;
d) Installation costs paid to an independent contractor.

12   A firm has the following balances in its balance sheet at the end of the financial year:
Current assets			$123 000
Non-current assets		$401 000
Bank overdraft		  $28 000
Other current liabilities	  $56 000
	The working capital ratio at this time is: 
a) 1.46 : 1 
b) 2.2 : 1
c) 6.24 : 1
d) None of a), b) or c).

13   Distinguishing characteristics of a company compared to a sole trader would not include : 
a) Continuity of existence ;
b) Number of owners ;
c) Liability of owners for business debts ;
d) Means of transfer of ownership.



14   As a business operating in a small country town, which of the following is NOT a way of 
       identifying with the local community:  
a) Providing work experience for local school-children;
b) Donating to the town bush-fire brigade;
c) Ensuring that all taxes are paid on time;
d) Supporting the local netball team.

15  The Accrual basis of accounting does not:  
a) Usually provide a more accurate determination of profit for a period ;
b) Require balance day adjustments to be made at the end of the period ;
c) Comply with the Framework for the Preparation and Presentation of Financial Reports ;
d) Recognise income and expenses only when they are received and paid.




END OF SECTION ONE
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SECTION TWO:	Short response					70%	(140 marks)

This section has four (4) questions. Attempt all questions. Write your answers in the space provided.
Spare answer pages are provided at the end of this booklet which you may use for planning responses or continuing an answer.  
· Planning: If you use the spare pages for planning, indicate this clearly at the top of the page.
· Continuing an answer: If you need to use the space to continue an answer, indicate in the
original answer space where the answer is continued, i.e. give the page number. Fill in the
number of the question(s) that you are continuing to answer at the top of the page.

Suggested working time: 120 minutes 
QUESTION  16									(50 marks)
Dean James set up his business, which he has called DJ/DJ, on 2nd October by paying the sum of $18,000 (his life savings) into a new business bank account. On the same day he donated to the business a computer valued at $900, office furniture worth $850 and tapes and CDs valued at $600. During the next week the following transactions took place.
3rd October	Purchased CD’s for cash (debit card) at a cost of $440 including GST.
		Arranged an overdraft facility of up to $2 000 with the bank.
		Purchased sound equipment worth $11 000 (including GST) from Giant Hi-Fi on 
credit (invoice GH 045).
4th October	Purchased stationery from Officeworks on account for $104.50 including GST.
5th October	Bought 30 songs on the net on credit from Cloudbabies ($52.80 including GST)
		Paid Officeworks what the business owed them.
		Paid his personal driving licence out of the business bank account ($80)
6th October	Paid $6000 to Giant Hi-Fi on account.
		Issued an invoice (0001) for $800 + GST to Cotton Club for services rendered.
7th October	Received part payment of $200 from Cotton Club.
Required
a)   Enter the business transactions of DJ/DJ for the first week in October (including the opening 
      entries) into the firm’s General Journal.						(14 marks)
b)   Post from the journal to the firm’s ledger;
											(18 marks)
c)  Draw up a Trial Balance for DJ/DJ at 7th October.
											(10 marks)
d)  What is the purpose of a Trial Balance? State two errors that would not be revealed by a Trial Balance.										(4 marks)
e)  What is the meaning of bankruptcy in terms of the Bankruptcy Act and how should Dean James organise his affairs to avoid it?							(4 marks)
a)   GENERAL JOURNAL
																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																												
b)  LEDGER
																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																					
c)						DJ/DJ
TRIAL BALANCE AS AT 7/10/2015
	

	

	

	

	

	

	

	

	

	

	

	


d)  Purpose of Trial Balance : Errors not revealed.
																																																																																																																																																												
										
e)  Bankruptcy:
																																																																																																																																																																																																																																										
QUESTION  17									(42 marks)
Given below is the Trial Balance of Humphrey Lauren & Company at the end of the latest financial year before balance day adjustments.
Humphrey Lauren & Co
Trial Balance at 30/6/15
	
	Dr   $
	Cr   $

	Accounts payable
	
	88 000

	Accounts receivable
	65 000
	

	Accumulated depreciation, office equipment
	
	5 600

	Agency commission
	
	4 000

	Allowance for doubtful debts
	
	1 000

	Bad debts
	750
	

	Bank loan
	
	120 000

	Capital
	
	285 000

	Cash at bank
	8 800
	

	Cost of sales
	367 000
	

	Drawings
	40 000
	

	Electricity
	3 300
	

	Interest expense
	4 800
	

	Inventories
	130 000
	

	Land & buildings
	450 000
	

	[bookmark: RANGE!A17]Office equipment
	15 400
	

	Prepaid insurance
	22 000
	

	Rent revenue in advance
	
	13 000

	Sales
	
	840 750

	Stock of stationery
	800
	

	Sundry office expenses
	11 500
	

	Wages
	238 000
	

	
	1 357 350
	1 357 350


Adjustments required:
Further bad debts of $500 must be written off. The allowance for doubtful debts should be adjusted to 2% of Accounts Receivable.
Accrued interest on the bank loan at 30/6/15 is $4 800.
A bill from the electricity supplier for consumption in June has been received for $300.
Office equipment is to be depreciated at 10% straight line.
Insurance prepaid at 30/6/15 is actually $4 000.
Rent revenue received in advance at 30/6/15 is actually $1 000.
Stationery stock at 30/6/15 was found to be $120.
The staff were owed one week’s wages at 30/6/15 being $4 700.
Required:
a)  Calculate the balance day adjustments required at 30/6/15 and fill in the amended figures on the pro forma Trial Balance provided. You do not need to fill in figures that do not relate to the adjustments or are not income or expenses.							(17 marks)
b)   Show the closing entries in the General Journal needed to determine profit at 30/6/15.
										(9 marks)
c)   Outline the purpose of balance day adjustments. What would be the effect on profit if they were not made?										(4 marks)
d)  Produce an income statement (unclassified) for Humphrey Lauren & Co for the year ended 30/6/15.
										(12 marks)
a)  					Humphrey Lauren & Co
Trial Balance at 30/6/15
	
	Dr   $
	Cr   $

	Accounts payable
	
	

	Accounts receivable
	
	

	Accumulated depreciation, office equipment
	
	

	Agency commission
	
	

	Allowance for doubtful debts
	
	

	Bad debts
	
	

	Bank loan
	
	

	Capital
	
	

	Cash at bank
	
	

	Cost of sales
	
	

	Drawings
	
	

	Electricity
	
	

	Interest expense
	
	

	Inventories
	
	

	Land & buildings
	
	

	Office equipment
	
	

	Prepaid insurance
	
	

	Rent revenue in advance
	
	

	Sales
	
	

	Stock of stationery
	
	

	Sundry office expenses
	
	

	Wages
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


WORKINGS:


b)   GENERAL JOURNAL
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	


c)  Purpose of balance day adjustments:
																																																																																																																																															


d)					Humphrey Lauren & Co
   				Income Statement for year ended 30/6/15
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	







QUESTION  18									(24 marks)
Cooperleigh Products has the following balances in its ledger at the end of June 2015.
	
	Dr $
	Cr $

	Accounts payable
	
	226 000

	Accounts receivable
	350 000
	

	Accrued expenses
	
	17 000

	Accumulated depreciation, office furniture
	
	12 500

	Accumulated depreciation, plant & equipment
	
	126 000

	Cash at bank
	31 200
	

	Cash in hand
	600
	

	GST payable
	
	3 100

	Inventories
	389 000
	

	Office furniture
	23 400
	

	Plant & equipment
	422 000
	

	Bank loan (repayable March 2017)
	
	40 000


There were no other assets or liabilities at that date. 
Required:
 a)  Prepare the assets and liabilities sections only of the Balance Sheet for Cooperleigh Products as at 30/6/2015 on a classified basis.					(12 marks)
   					COOPERLEIGH PRODUCTS
BALANCE SHEET AS AT 30/6/15  (extract)
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	





b)   What is the basis of classification of assets and liabilities? Why is classification important?
									(4 marks)
																																																																																																																																																																																																																													
c)  Outline the principles of internal control and show how a firm like Cooperleigh might apply them in the control of its cash.							(8 marks)
																																																																																																																																																																																																																																																																																																																																																															
QUESTION  19									(24 marks)
Flynnerrol Trading had the following balances in its ledger at the end of the last financial year on 30/6/15.
	
	Dr $
	Cr $

	Plant and equipment
	422 000
	

	Accumulated depreciation, plant & equipment
	
	126 000

	Fixtures and fittings
	28 000
	

	Accumulated depreciation, fixtures & fittings
	
	11 500


  On 30th September the firm sold, for $500 cash, an item of plant that had cost $5,000 when purchased several years ago. Accumulated depreciation on this asset at 30/6/15 was $4 250. Plant & equipment is depreciated at a rate of 30% reducing. Fixtures and fittings are depreciated at 10% straight line.
Required
a)   Show the entries in the General Journal to record the disposal of the plant on 30th September. Round off depreciation to the nearest whole dollar.				(7 marks)
b)   Post the entries from the General Journal to the ledger. Include opening balances if known.											(5 marks)
c)   Show the General Journal entries that will be needed to record the depreciation of both assets at 30/6/16.									(6 marks)
d)   Compare the effects on profit of the two different methods of depreciation. For what sorts of asset would each be suitable. Explain your answer.				(6 marks)
a)	GENERAL JOURNAL
	
	Dr   $
	Cr   $

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


WORKINGS:


b)	GENERAL LEDGER
																																																																																																																																																												
																																																																																																																																																												
c)	GENERAL JOURNAL
	

	

	

	

	

	

	

	

	

	


WORKINGS:


d)  Methods of depreciation:
													
																																																																																																																																		
																																																																																																																					




















END OF SECTION TWO




SECTION THREE:	Extended response					15%	(30 marks)

This section contains TWO questions. You must answer ONE question. Write your answer in the space provided.
Spare answer pages are provided at the end of this booklet which you may use for planning responses or continuing an answer.  If you need to use the space to continue an answer, indicate in the original answer space where the answer is continued i.e. give the page number. Write the number of the question you are continuing at the top of the spare page.
Suggested working time for this section is 35 minutes.

QUESTION 20 	(30 marks)
Eastwood Cabinets (motto “We’ll make your day”) is a small business making and installing kitchen cabinets and cupboards for homes and commercial premises. The business has been going well and the owner has the opportunity to expand so that he can accept more jobs. This will involve an expansion of their factory in Malaga, and the purchase of additional equipment, including another vehicle.
Required
a)  Outline four potential sources of finance to fund the firm’s expansion, briefly indicating the relative advantages and disadvantages of each.						(8 marks)
b)  What kind of business is Eastwood Cabinets, both in terms of the nature of its operations and its type of business structure ? Explain your answer.					(6 marks)
c)  If the firm decides to borrow money to fund its expansion, what factors are the lending institutions likely to bear in mind when considering the firm’s request?				(6 marks)
d)   Outline the firm’s obligations in relation to the Goods & Service tax (GST).	(4 marks)
e)   One of the owner’s other business associates, Tommy Crewes, is quite keen to come in with him as a partner. Outline the advantages and disadvantages of this sort of business structure. What drawbacks of the sole trader form of business structure would not be overcome by forming a partnership?
											(6 marks)
							(Total marks = 30)
OR
QUESTION 21									(30 marks)
The following information comes from the ledger of Cheston Traders at the end of the last financial year on 30/6/15.
	
	Dr $
	Cr $

	Accounts payable
	
	19 500

	Accounts receivable
	35 000
	

	Cash at bank
	
	5 200

	Commission earned
	
	6 500

	Fixtures & fittings
	23 000
	

	Insurance
	16 000
	

	Interest revenue
	
	1 200

	Inventories
	44 300
	

	Wages
	126 000
	


There are no current assets or current liabilities other than those listed above.
In addition, these totals have been extracted from the firm’s financial reports for the year.
	
	$

	Sales
	698 000

	Cost of sales
	283 000

	Operating expenses
	197 000

	Total assets
	321 000

	Total liabilities
	108 000

	Owner’s equity
	213 000


Cheston Traders’ total assets at the beginning of the year were worth $305 000.
Required
a)  From the list of accounts, select :
An asset
An expense
An item of revenue
A liability
and for each of these categories of account give the definition contained in the Framework and outline the recognition criteria set out in the Framework.			(12 marks)
b)   Using the information contained in your Specifications booklet, calculate, to one decimal point, the ratios set out below for Cheston Traders.				(12 marks)		
	RATIO

	Profit 


	Gross profit


	Expenses


	Return on assets


	Quick assets


	Debt/equity




c)  Briefly explain the value to the owner, or anyone else interested in the financial performance or position of the business, of each of these ratios.			(6 marks)

							(Total marks = 30)



ANSWER :  QUESTION  20
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
																										
													
													
													
													
													
													
													
																										
													
													
													
													
													
													
													
OR
ANSWER: QUESTION 21
[Information for this question has been repeated below for your convenience]
The following information comes from the ledger of Cheston Traders at the end of the last financial year on 30/6/15.
	
	Dr $
	Cr $

	Accounts payable
	
	19 500

	Accounts receivable
	35 000
	

	Cash at bank
	
	5 200

	Commission earned
	
	6 500

	Fixtures & fittings
	23 000
	

	Insurance
	16 000
	

	Interest revenue
	
	1 200

	Inventories
	44 300
	

	Wages
	126 000
	


There are no current assets or current liabilities other than those listed above.
In addition, these totals have been extracted from the firm’s financial reports for the year.
	
	$

	Sales
	698 000

	Cost of sales
	283 000

	Operating expenses
	197 000

	Total assets
	321 000

	Total liabilities
	108 000

	Owner’s equity
	213 000


Cheston Traders’ total assets at the beginning of the year were worth $305 000.

a) Definition & recognition of elements of financial reports
													
																										
													
													
													
													
													
													
																										
													
													
													
													
													
													
																										
													
													
													
													
													
													
																										
													
													
													
													
													
b) Ratios
	RATIO
	

	Profit 


	

	Gross profit



	

	Expenses



	

	Return on assets



	

	Quick assets



	

	Debt/equity



	


WORKINGS:








c)  Use of ratios
													
													
													
													
													
													
																										
													
													
													
													
													
													
													
													
													
													
													
													
																										
													
													
													
													
													
													
													
													
													
													
													
													
																										
													
													
													
													
													
													

END OF QUESTIONS
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