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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.
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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.
4.   Information for Question 16 has been repeated on a removable information sheet which is inserted into the front of this booklet so that you can refer to it more easily while answering that question.  Do not write your answers on the information sheet.
	The information sheet is not to be handed in with your answers.


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    The inclusion of unpaid wages as an expense at the end of the period is: 
a) An example of revenue recognition;
b) In line with accrual accounting principles;
c) Likely to give a misleading idea of wages expense;
d) Both a) and b) are correct.
2    The Accounting entity assumption states that : 
a) The business is assumed to remain in existence permanently ;
b) The business is separate for accounting purposes from its owner(s) ;
c) The business and the owners form one single entity ;
d) All entities are assumed to keep accounting records.
3    Tonne Transport bought a truck for $72 000. It also paid $2 200 to install an air-conditioner, $800 to paint the company’s name on the side, $2 000 for insurance and $800 for the licence. The cost of the truck for the purposes of depreciation was  :  
a) $72 000 ;
b) $74 200 ;
c) $75 000 ;
d) $77 000.
4    Equity may be defined as:
a) All the assets a business owns;
b) What the business owes to all outsiders;
c) The owner’s investment in the business;
d) The owner’s interest in the business less anything owed to outsiders.
5    Rod & Perch are proposing to acquire a new truck for their business, Pole Contracting. What would be the least appropriate means of doing this?  
a) Credit card;
b) Short-term bank loan ;
c) Lease agreement;
d) Hire purchase
6    If doubtful debts are not provided for, the likely result is : 
a) Profits will be overstated in the current period ;
b) Accounts receivable will be overstated in future periods;
c) Profits will be overstated in future periods;
d) All of a), b) and c).

7    One of the characteristics of a company which is different to an unincorporated business is: 
a) Unlimited liability;
b) Number of owners;
c) Greater profitability;
d) Separate legal entity.
8    The purpose of the depreciation of non-current assets is: 
a) To set aside money for the replacement of the asset;
b) To ensure that the balance sheet reflects the market value of the asset;
c) To allocate the loss in value of an asset as an expense;
d) Both a) and c) are correct;
9    The Monetary Assumption is that :  
a) Businesses are assumed to operate for the purpose of making money;
b) Business transactions are all, ultimately, capable of being expressed on a monetary basis ;
c) Business transactions are all monetary unless specifically stated otherwise ;
d) Financial reports should be confined to matters that can be stated in monetary terms.
10    The benefits for a business of socially responsible behaviour would not include: 
a) Motivation of employees;
b) Taxation advantages;
c) Possible long-term savings in resource costs;
d) An improvement to the firm’s image with the public.
11    Income is recognised under an accrual system when : 
a) There is a measurable increase in future economic benefits ;
b) When owner’s equity has increased ;
c) When revenue exceeds expenses ;
d) All of a), b) and c).
12    The ‘accounting period’ convention means that :  
a) Full reports will only be produced at the end of the financial year;
b) Expenses and revenue need to be allocated to a specific period of time;
c) For comparison, all businesses must report for the same period;
d) Accounting reports must be produced every period.
13   The benefits of a computerised accounting system do not include :  
a) Quicker and easier data entry;
b) Ability to produce reports whenever required;
c) Higher installation costs;
d) Easier data storage.
14    Which of these would not be a factor used by a business in evaluating a credit customer?  
a) Collateral available;
b) Previous credit record;
c) Their past profitability;
d) Likely future business opportunities.
15    The following would be an example of a current liability:   
a) Accrued interest revenue;
b) Accrued wages;
c) Goodwill;
d) GST paid.				END OF SECTION ONE
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									(63 marks)
Given below is the Trial Balance of Furlong Furnishings at the end of the last financial year, after Balance Day adjustments have been carried out.
Furlong Furnishings
Trial Balance as at 30/6/16
	
	Dr $
	Cr $

	Accounts payable
	
	78 500

	Accounts receivable
	24 900
	

	Accrued interest revenue
	125
	

	Accrued sales commission
	
	1 150

	Accumulated depreciation of furniture & fittings
	
	24 200

	Accumulated depreciation of vehicles
	
	34 000

	Advertising
	9 000
	

	Allowance for doubtful debts
	
	498

	Bad & Doubtful debts
	998
	

	Capital
	
	147 625

	Cash at bank
	19 700
	

	Cost of sales
	622 500
	

	Depreciation of furniture & fittings
	4 100
	

	Depreciation of vehicles (used for distribution)
	8 700
	

	Discount allowed
	2 200
	

	Drawings
	30 000
	

	Furniture & fittings
	45 000
	

	Insurance
	24 000
	

	Interest revenue
	
	500

	Inventories
	143 600
	

	Mortgage loan (due 2018)
	
	50 000

	Office wages
	196 000
	

	Prepaid insurance
	2 000
	

	Rental revenue
	
	12 000

	Rental revenue in advance
	
	1 000

	Sales
	
	995 250

	Sales commission
	28 200
	

	GST payable
	
	1 900

	Sundry office expenses
	39 500
	

	Term deposit (maturing May 2017)
	25 000
	

	Vehicles
	101 300
	

	Vehicle costs
	19 800
	

	
	1 346 623
	1 346 623


The firm wrote off bad debts of $500 during the year. This persuaded the managers to provide this year for doubtful debts, which they had not previously done.
Required
a)   An appropriately classified income statement for Furlong Furnishings for the year ended 30/6/16.
									(17 marks)
b)   A classified Statement of Financial Position for Furlong Furnishings as at 30/6/16.
									(26 marks)
c)   Show the General Journal entries that would have been necessary to carry out the balance day adjustments implied by the information you have been given.
									(16 marks)
d)   On the basis of the information given, what type of business is Furlong Furnishings – merchandising, service, or manufacturing? Explain your answer and compare this type with one other type of business.							(4 marks)

a)					FURLONG FURNISHINGS
INCOME STATEMENT FOR THE YEAR ENDED 30/6/16
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	



b)					FURLONG FURNISHINGS
STATEMENT OF FINANCIAL POSITION AS AT 30/6/16
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	


c)  GENERAL JOURNAL
	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


d)   Type of business:
																																																																																																																																															







QUESTION  17									(25 marks)
Yardbirds Wood is a small firm selling firewood within the Perth area. On 1st March 2014 it purchased a truck for $24 000. It paid a further $2 500 to have some modifications made to the tray, and another $500 to have the firm’s name painted on the doors. On the same date the licensing and insurance was paid at a cost of $800 and $1750 respectively.
The business has been going so well that the owner decided they needed a bigger truck and, on 1st April 2016, the old truck was traded in to Metre Motors for a new one costing $68 000 including modifications.  $7000 was allowed as a trade-in value, and the balance was paid to Metre Motors two weeks later. Once again, license and insurance were paid on the day of purchase, in this case costing $950 and $2 100 respectively. The firm’s financial year ends on 30th June each year and it depreciates its vehicle at a rate of 25% per annum on a reducing balance basis.
Required:
a)  Show the General Journal entries needed to account for the depreciation of the trucks between 1/3/14 and 30/6/16 and for the disposal of the old truck and the purchase of the new one in April 2016.
										(21 marks)
b)  Show how the asset ‘trucks’ would appear in the balance sheet of Yardbirds Wood at 30/6/16.
										(2 marks)
c)  The firm’s owner has suggested that they might save themselves the trouble of calculating depreciation since, if they were to bring the cost of assets to account as an expense when they were purchased and the proceeds of sale to account as income when they were disposed of, this would have the same effect overall on profit. Is this true? If so, is there any good reason not to do as he suggests?
										(2 marks)
WORKINGS:


a)  GENERAL JOURNAL
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	


b) 					YARDBIRDS WOOD
BALANCE SHEET AS AT 30/6/16 (extract)
	

	

	

	


d) Need for depreciation accounting:
																																																				
																																							

QUESTION  18									(20 marks)
You have been given the following information from the ledger of Ounce & Gill, a small retailing business at the end of the financial year on 30/6/16.
	
	Dr $
	Cr $

	Cash at bank
	
	4 230

	Accounts receivable
	6 100
	

	GST payable
	
	1 050

	Inventories
	25 800
	 

	Accounts payable
	
	7 100

	Accrued expenses
	
	670

	Total non-current assets (net of depreciation)
	172 000
	

	Sales
	
	658 000

	Sales returns
	4 000
	

	Cost of sales
	381 000
	

	Other expenses
	204 600
	

	Mortgage loan from the bank (repayable 2019)
	
	40 000

	Capital
	
	82 450


Total assets at the beginning of the year were $201 000.
Required:
a)  Calculate the 4 ratios set out on the next page.					(12 marks)
b)  For each of the ratios, explain what you might expect to learn from it about a business.
											(4 marks)
c)  Outline what additional information might be needed to make these particular ratios useful in assessing the financial performance of Ounce & Gill.
											(4 marks)
WORKINGS:



a)	RATIOS
	Ratio
	

	Gross Profit
Gross profit  x 100
Net sales

	

	Return on assets
     Profit     x 100 
Average assets

	

	Working capital
Current assets
Current liabilities

	

	Debt/equity
Total liabilities  x  100
Total equity

	


b) Purpose of ratios
																																																				
																																																																														
c)  Additional information needed
																																																				
																																																																														


QUESTION  19									(32 marks)
Geoff Gallon is a keen amateur photographer who has decided to turn his hobby into a career and set up a photography business. Initially he intends to fund the whole operation himself, but he hopes to be able to expand in the future, for which he might need funds from other sources. The transactions of his first week of operations were as follows:
November 1	Opened a bank account in the business name of Snapgallon with a deposit of $10000 of  his own money. He also contributed to the business cameras and lenses worth $6000 and decided to treat his car, valued at $12000, as a business asset
November 2	Geoff signed an agreement to lease premises in Midland for $400 per week plus GST and paid 4 weeks rent in advance He purchased furniture and fittings for the premises on credit from Okea for $6600, including GST. Geoff had a discussion with Spider’s Web about setting up a web site and Facebook page for the business.
November 3	Geoff received an invoice from Spider’s Web for $550 including GST for their work on the web site. He purchased a lap-top for the business for $1980 cash including GST. He took some photographs at an engagement party and sent an invoice to Mutt and Jeff for $800 plus GST.
November 4	Geoff paid Spider’s Web what he owed them and made a down payment of $3000 to Okea. He did a corporate photo-shoot for which he was paid $495 cash, including GST.
November 5	Geoff received a part-payment from Mutt & Jeff of $400.
Required
a)  Show the ledger accounts after all the transactions for November 1-5 have been entered into them.
										(18 marks)
b)  Outline the obligations of a business like Snapgallon as regards Goods & Service Tax (GST). What products, if any, are not subject to GST?					(6 marks)
c)  As mentioned above, Geoff is hopeful of being able to expand his business in the future. Identify four possible sources of funds for such an expansion and briefly explain their advantages and disadvantages.									(8 marks)
a)	GENERAL LEDGER
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	


b)  Obligations with regard to the GST
																																																																																																																																																																																																																																										

c) Sources of finance:
																																																																																																																																																																																																																																																																																																																								





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)
Your friend, Penny Pint, has been running quite a successful business for years on a cash basis, but she has decided that the time has come to set up a proper accounting system to keep her records on an accrual basis. As she knows absolutely nothing about accounting, she has asked for your help. Write a report for her explaining:
a)   The difference between cash and accrual accounting;		(2 marks)
b)   What is meant by the ‘accounting cycle’;			(2 marks)	
c)   The following accounting principles or conventions:
· Historical cost
· Materiality
· Going concern							(6 marks)
d)   Double entry accounting;						(4 marks)
e)   The meaning and purpose of the classification of financial statements;
									(6 marks)
f)   The sort of legislative controls a small business like Penny’s is likely to be subject to;
									(6 marks)
g)   What is meant by ‘ethics’ and how this might affect the way Penny runs her business.
									(4 marks)
OR
QUESTION 21									(30 marks)
“Effective internal control is vitally important to the survival and success of any business”.
Discuss this statement. In your discussion you should:
a)   Define what is meant by internal control and outline its main principles;
									(8 marks)
b)   Show how these principles are applied to the control of cash:
									(6 marks)
c)   Show how these principles are applied to the control of inventories, including an explanation and comparison of the two main methods of accounting for inventories;
									(10 marks)
d)   Show how these principles are applied to the control of accounts receivable, including explaining the procedure and benefit of making an allowance for doubtful debts.	
									(6 marks)



ANSWER :  QUESTION  …..
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
													
																										
													
													
													
													
													
													
													
																										
													
													
													
													
													
													
													
													
													
																										
													
													
													
													
													
													
													
													
													
													
													
													
																										
													
													
													
													
													
END OF QUESTIONS
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