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Time allowed for this paper
Reading time before commencing work:	ten minutes
Working time for paper:	three hours


Material required/recommended for this paper
To be provided by the supervisor
Question/answer booklet
Multiple-choice answer sheet 
Specifications booklet

To be provided by the candidate
Standard items:	pens, pencils, eraser or correction fluid, highlighter and ruler
Special items:	non-programmable calculators satisfying the conditions set by the School Curriculum & Standards Authority for this course.
Important note to candidates
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
	Suggested working time
	Number of questions available
	Number of questions to be attempted
	
Marks

	Weighting
(%)

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

	Section Two:
Short response
	120 minutes
	3
	3
	120
	70

	Section Three:
Extended response
	35 minutes
	2
	1
	   30
	15

	
	
	
	Total marks
	165
	100


[bookmark: _GoBack]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.
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 Marks – 15%

This section has 15 questions. Attempt 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 the 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 your than one answer is completed for any question.
Suggested working time for this section: 25 minutes 
Question 1
Which of the following is an example of a trading business?
a) Mary’s Hairdressing Services
b) Jazz Delivery Company
c) Sam’s Electrical Appliance Proprietary Company
d) Mia’s Car Hire

Question 2
Which of the following is a feature of a public company?
a) Shareholders’ liability is limited by the amount owing on shares.
b) It has at least 1 owner to a maximum of 20 owners.
c) The death of a shareholder means the company has to be legally re-formed as a separate legal entity.
d) They have limited ability to raise capital relative to other legal structures

Question 3
Which of the following is an example of a current asset?
a) Bank Overdraft
b) Accounts Receivable
c) capital
d) motor vehicle
Question 4
How would an accountant classify the GST a business pays on the purchase of inventory?
a) an income
b) an expense
c) an asset
d) a liability


Question 5
A business has purchased a machine for $15 000. A deposit of $5 000 was paid to ‘Nuts and Bolts’ and the balance is payable within 12 months. Which of the following statement is correct?
a) Debit machine $15 000, Credit Accounts Payable $5 000, Credit Cash at Bank $10 000
b) Debit machine $15 000, Credit Accounts Payable $10 000, Credit Cash at Bank $5 000
c) Credit machine $15 000, Credit Accounts Payable $15 000, Debit Cash at Bank $5 000
d) Debit machine $15 000, Debit Accounts Payable $10 000, Debit Cash at Bank $5 000
Question 6
Which of the following show the correct order in the accounting cycle?
a) balance sheet, source document, trial balance, ledger
b) Ledger, source document, journal, income statement, balance sheet
c) Source document, journal, ledger, trial balance
d) Ledger, source document, balance sheet, journal, income statement
Question 7
The following item relates to activities of a person associated with the Weeding Women partnership.  A partner contributes $10,000 cash.  This item would:
a) appear as a current asset in the firm’s balance sheet.
b) appear as a current liability in the firm’s balance sheet.
c) appear as an owner’s equity item in the firm’s balance sheet.
d) not be shown in the firm’s balance sheet.
Question 8
Hary McLary is a hairdressing salon owned and operated by Mr Schnitzel Von Crumb.  In 2010, the shop was purchased for $100 000.  In 2015 the shop and land was revalued at $110 000.  In his accounts, Mr Von Crumb should value the premises at:
a) $100 000 because of the historic cost assumption.
b) $110 000 because that seems to represent a fair and conservative value.
c) $105 000 because that is the average value for the premises.
$110 000 because the business is a going concern and the amount represents the likely future value of the premises.


Question 9
Which of the following is an advantage of the sole trader legal structure?
a) The owner must make all the decisions
b) The owner may choose to take the profits
c) There is a lot of flexibility in selecting working hours
d) The owner has limited liability
Question 10
Which of the following would a bank consider in approving a business loan?
a) The customer’s income
b) The customer’s credit history
c) Other monthly repayments the customer may have
d) All of the above.
Question 11
Cash sales of $100 has been incorrectly posted as $101 in the Sales Ledger, but correctly entered as $100 in the cash ledger.  What is the effect of this mistake on the Trial Balance?
a) the total credit balance will be overstated by $1
b) the total debit balance will be overstated by $1
c) both the debit and credit totals will be overstated by $1
d) both the debit and credit totals will be understated by $1.
Question 12
An asset is defined as a resource controlled by the entity
a) from which future economic benefits are expected to flow out of the entity.
b) as a result of past events.
c) which can be divided into current and non-current.
d) in which future economic benefits are expected to flow into the entity as a result of past events.
Question 13
Which of the following statements best describes cost of sales?
a) the cost of doing business.
b) The total amount paid to creditors over the year
c) The total of cash and credit purchases
d) The total purchase cost to the business of the goods that were sold during the year.



Question 14
Which of the following errors would be identified through the preparation of a trial balance?
i. Cash at bank was debited $105 when it should have been credited
ii. Cash at bank was debited $105 when it should have been debited $150
iii. A cash sale of $150 was not entered into the general ledger
iv. Cash at bank was debited $105 and Sales credited $105 when the figures should have been $150
a) i, ii
b) ii,iii,iv
c) all of the above
d) none of the above
Question 15
Which of the following structures pose the greatest personal risk with regard to owner liability
a) manufacturer
b) sole trader
c) proprietary company
d) partnership


END OF SECTION ONE


Section Two: Short Answer					   120 Marks – 70%
This section has three (3) questions. Attempt all questions and parts. Write your answers in the space provided.
Spare pages are included at the end of this booklet. 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, ie. 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 min
												
Question 16                                                                                         (73 marks)
Capital	   $65 400 
Cash	$18 200 
Creditor – Crazy Crays Pty Ltd	$56 100 
Debtor – Sea Lanes Pty Ltd	$42 800 
Furniture & office equipment	$22 500 
Loan due 2020	$20 000 
Inventory	$61 000
GST Clearing	$3,000 (Cr) 
During the first two weeks of July, the following business transactions occurred:
	Date
	Transaction

	July 	1
	Purchased inventory for cash $7 700 (GST inc.)

	July 	2
	Paid wages  $1 200

	July 	3
	Paid off loan $2 200, ($200 was interest)

	
	Sea Lanes paid account in full

	July 	4
	Owner withdrew $1 500 cash

	July 	5
	Sold goods on credit  $5 000 (GST ex.) Cost of sales was $3 400 (GST ex.)

	
	Paid creditor Crazy Crays Pty Ltd $4 000

	July       6
	Sold goods for $4 400 cash (GST inc.) Cost of sales was $2 000 (GST ex.)

	July 	7
	Debtor made a payment of $5 390, after being allowed a discount of $110

	July 	8
	Paid for utilities $1 000

	July 	9
	Purchased office equipment for $2 200 (GST inc.) cash.

	July 	10
	Purchased inventory on credit $5 500 (GST inc.)




Required:
a) Enter the opening balances and the transactions listed above into the general ledger accounts of ‘Ebb and Flow’.					(39 marks)
b) Balance and Close all ledgers at 11/7/16  				(10 marks)

c) Prepare a Trial Balance at 11/7/16					(14 marks)
a +b)
TWINS TRADERS
GENERAL LEDGER
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c)
TWINS TRADERS
TRIAL BALANCE AT 11 JULY 2016

	Account Name
	Debit
	Credit

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	






Question 17                                                                                         (27 marks)
Matthew Pavlich is the owner/manager of Pavlich Tyre Centre and provides you with the following trial balance and additional information for the year ended 30 June 2016.
Pavlich Tyre Centre
Trial Balance as at 30 June 2016
	
	Debit
	Credit

	Office Expenses
	3,500
	

	Interest Income
	
	600

	Accounts Receivable 
	15,000
	

	Bank
	650
	

	Discount Received
	
	750

	Office furniture
	27,000
	

	Interest Expense
	850
	

	Sales staff wages 
	       50,000
	

	Land
	14,000
	

	Loan (payable 2016)
	
	4,000

	Advertising expense
	2,400
	

	Sales Returns
	2,500
	

	Electricity Expense
	150
	

	Stationery Expense
	1,350
	

	Discount Allowed
	500
	

	Cost of Sales
	151,200
	

	Sales Income
	
	346,500

	Trade Payables
	
	4,400

	Inventory 
	3,400
	

	Capital
	
	44,800

	Drawings
	18,000
	

	Administration wages
	60,550
	

	Property Plant and Equipment
	150,000
	

	Mortgage
	
	100,000

	
	$501,050
	$501,050


Required
(a) Prepare an Income Statement for Pavlich Tyre Centre for the year ended 30 June 2016. Expenses should be classified as ‘selling and distribution’, ‘general and administration’ and ‘financial’	   (14 marks)



a)				PAVLICH TYRE CENTRE
INCOME STATEMENT
Year ended 30/6/16
	
	$
	$
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(b) Prepare a vertical classified Balance Sheet for Pavlich Tyre Centre for the year ended 30 June 2016.					    (13 marks)

					PAVLICH TYRE CENTRE
    BALANCE SHEET 
As at 30/6/16
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Question 18									   [25 marks]
Mr Costanza has just established a new bookstore called Bonza Books.  The bookstore is registered for GST.  The business is established as a proprietary limited company.  The following questions relate to this business.
i)         Explain why GST should be charged on his books and the impact of this on his business from an accounting point of view.		     (4 marks)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

ii)	Calculate the GST component of a book costing $27.50 (GST inc.) and a book costing $15 (GST ex).					      (2 marks)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


iii)       Mr Costanza has taken out a bank loan for 25yrs on the business. He feels that this loan should be considered an asset as he is using the cash to grow his business.  Using the definition of a liability from The Framework for the Preparation and Presentation of Financial Information, explain to Mr Costanza why a bank loan should be classified as a liability.	 									     	 (6 marks)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
iv) Discuss two advantages and two disadvantages of the legal structure Mr Costanza has chosen.					 	      (8 marks)

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

v) With reference to the relevant accounting principle explain to Mr Costanza why his personal assets should not be shown in the accounts of Bonza Books.							      	(2 marks)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
vi) With reference to relevant examples for Bonza Books, distinguish between current and non-current assets.					      (3 marks)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________






























Section Three: Extended Practical Answer	 		     Marks 30 	– 15%

This section has two (2) questions. Attempt one questions. Write your answers in the space provided. 
Suggested working time 35 min
Q19)  Contrast the perpetual versus the periodic inventory accounting systems 
Definitions of periodic and perpetual systems	(4 marks)
Perpetual advantages					(6 marks)
Perpetual disadvantages					(6 marks)
Periodic advantages					(6 marks)
Periodic disadvantages					(6 marks)
Conclusion 							(2 marks)
OR
Q20)
a) Discuss the benefits, costs associated with the following sources of finance:							
· Overdraft 		 (6 marks)
· Trade Credit 	 (5 marks)
· Owner Capital         (5 marks)
· Mortgage 		 (5 marks)

b) Discuss how a financial institution would use the following to assess risk when making a lending decision:
· collateral 		(3 marks)
· credit history 	(3 marks)
· guarantors 		(3 marks)

Spare pages are included at the end of this booklet. 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, ie. give the page number. Fill in the number of the question(s) that you are continuing to answer at the top of the page.

Question …..
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

END OF EXAM
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