Cambridge Assessment
International Education

Grade thresholds — November 2017

Cambridge IGCSE Accounting (0452)

Grade thresholds taken for Syllabus 0452 (Accounting) in the November 2017 examination.

minimum raw mark required for grade:
maximum raw
mark A B C D E F G
available
Component 11 120 77 59 40 32 24 15 6
Component 12 120 78 59 41 33 25 16 7
Component 13 120 77 59 40 32 24 15 6
Component 21 120 76 57 39 32 25 19 13
Component 22 120 79 61 43 35 28 22 16
Component 23 120 76 57 39 32 25 19 13

Grade A* does not exist at the level of an individual component.
The maximum total mark for this syllabus, after weighting has been applied, is 240.

The overall thresholds for the different grades were set as follows.

Option ng“rgg‘:rfg’r:‘tsof Al alB|lc|Dbo|E|F| o
AX 11, 21 190 | 153 | 116 | 79 | 64 | 49 | 34 | 19
AY 12,22 194 | 157 | 120 | 84 | 68 | 53 | 38 | 23
AZ 13,23 190 | 153 | 116 | 79 | 64 | 49 | 34 | 19

Learn more! For more information please visit www.cambridgeinternational.org/igcse or contact Customer Services
on +44 (0)1223 553554 or email info@cambridgeinternational.org
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Cambridge
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ACCOUNTING 0452/11
Paper 1 October/November 2017
MARK SCHEME

Maximum Mark: 120

Published

This mark scheme is published as an aid to teachers and candidates, to indicate the requirements of the
examination. It shows the basis on which Examiners were instructed to award marks. It does not indicate the
details of the discussions that took place at an Examiners’ meeting before marking began, which would have
considered the acceptability of alternative answers.

Mark schemes should be read in conjunction with the question paper and the Principal Examiner Report for
Teachers.

Cambridge International will not enter into discussions about these mark schemes.
Cambridge International is publishing the mark schemes for the October/November 2017 series for most

Cambridge IGCSE®, Cambridge International A and AS Level components and some Cambridge O Level
components.

® IGCSE is a registered trademark.

This document consists of 13 printed pages.

Cambridge Assessment
© UCLES 2017 # [Imternational Education [Turn over



€l jo g abed 2102 S310N©

} v (D1
I g M
I g (u)1
} a (6)1
} v o7
L o) (®)1
L o) (P)1
} g )
I o) (a)1
} a ()1
s)Ie Jamsuy uonsand

1102 a3HsIand
J9QUWSAON/I9G0100 awayos Ye — 3SO9| abpuquie) L1/ZSH0



€l jo ¢ abed 2102 S310N©

(1) oer (1) yuow sy Jo} suoiOeSUEL} BSBWWNS 0} JUNOJJE. JO JuBWale)s
(1) aer (1) @210AUI UI UONONPaI 10} }sanbal 1daooe 0y o]0Uu JIpaId
(1) epiysey (1) @d10AUl Ul UOONPBI 10} MSE 0) dJou Jigep
ayer JIp842 uo pjos spoob pioda. 0} 90I0AUI
9 uswnoop Buinssi uosiad jJo sweu aNss| 1o} uoseal juswnoop 1)z
l 'S13ISSY S UMOouy 8Je SSauISNg 8y} 0} POMO aJe UYdIym JO SUMO SSBUISN] B YdIym Sws}| (d)z
L Auedwod (paywi) (P2
L Jabpa| (jesauab) [euiwoN (0)z
(1) Ayeng ‘suoloesuel) pJodad 0} buidesy-00q Jo wa)sAs Aijus ajgnop ay} sasn ssauisng Y
‘uonisod |eloueuly
(1) uswainseaw Asuoj JO JUBWIA)E)S B} Ul }9SSE UE SE 9|elOW JJe]}S 9pn|oul JOU S80p JUBJUNOJJE Uy
(1) (Buiyoyew) sjeniooe/aouspnld ‘'ssauIsng ay} 0} pied aq 10U [|IM YoIym S}gep O sallum Jadasy-3ooq v
"Junoooe
(1) Amus ssauisng sBuimelp ay} ul SIY) SpPJ02al pue 8sn UMO SIY 1o} Spoob smelpyiim Japel)
v aididung (@)z
yiew (1) Joy suo Auy
‘(sBuimelp jo 1ou syyoud snid) Jaumo ayy Ag pajnguuo9/ssauisng ay} ojul ind spuny ay |
l "JAUMO 8y} 0} ssaulsng 8y} Aq pamo Junowe ay | (e)z
syJep Jamsuy uonsanpd

1102 a3HsIand
J9QUWSAON/I9G0100 awayos Ye — 3SO9| abpuquie) L1/ZSH0



€l jo y abed

£10Z2 S310N @
(1) osied "SS9UISNQ 9JIAISS B S| SsauIsng S, ayer
(L) osieq "JusWalR)S BWOoUI S 2)er ul sieadde 1s090 awild
"Junoooe
(1) aniL Bulinjoeinuew sayer ul Jeadde Aew ssaiboid ul YIOAA
as|e4
¢ Jo anu] (6)z
syJep Jamsuy uonsanpd
110¢ a3aHsInand
JaqWIBAON/18q0}00 awvyos Yep — 3599 abpuque)

L1/2S¥0



€l Jo G abed 2102 S310N ©
40(1) 01z (1) %00q yseo Jad souejeq
(1) 00Z anbayo pajussaldun sso
oLy L
(1) 029 Nsodap pajpaloun ppy
(1) 062 (L) 1wswale)s yueq Jad aouejeq
$
/10Z dunr | 1e Juswalels uonel|iouooal yueg
aeq-buey
do
(1) 062 (1) 1wuswae)s yueq Jad aouejeq
(1) 029 Jisodep pajpasoun sso
oLy 1L
(1) 00Z anbayo pajuasaidun ppy
d0(1) olz (1) 00q yseo Jad soueljeg
$
/10Z aunr | 1e Juswale)s uoneljiouodal yueg
9 aeq-bueyy (0)e
40(1) o1 p/q @ouejeg | sunp
0lL¢ 0lL¢
0LL p/o dduejeq
(10u10)
(1) oot Ayouos|3 (1) oze souelnsu|
(1) o001 Juay (1) ovs |obIN
(1) 09 sebleyosueg | aune (1) olel p/q @dueleg | sunp
$ L10¢ $ ,210¢
(Ajuo suwinjod yueq) ¥00q ysen
J aeg-bueyy (@)¢
L "Yueq 8y} Jo S$)00q 8y} ul sieadde J1 se Junoook s Jawolsnd ay) Jo Adoo e s| Juswale)s yueq (e)e
syiep Jamsuy uonsanp
L10¢ a3Hsinand
J8qWIBAON/18q0100 awayos e\ — 3809 8bpuque)d L L/2SY0



€1 Jo 9 abed 2102 S310N ©
(1) 3o0q yseo g
(1) 1eusnol (jessusb) jeuiwopN |
:910¢ Isnbny |
(1) 3009 yseo
€ :GLoz Aeiy | (v
40(1) %01 = 001} * e 009cw
€ T (1)(0822ZL-0¥0LL) (e)p
syJe Jamsuy uonsanpd
I salj|igel| JuaLInd-uoN (d)¢
yoea () 4o} omy Auy
"9}kl 9|geLIeA B 9ABY |[IM JRIPISAO UE INg }SaIalul JO d)el paxl) e aAeY Aew ueo| y
"painoasun aq Aew }jelpiano ue Ing Ajunoss alinbai Aew ueo| y
‘aw} Aue je yoeq pied aq Aew JeIPISAO UB INg WJd) PaxXl} B IO} SI UBO| Y
Z ‘Junowe BulAleA Jo si Jelplano ue Ing Junowe paxly Jo si Ueo| v (pP)e
syJep Jamsuy uonsanpd
110¢ a3aHsInand
JBQUIBAON/18G0100 awayos YeN — 3S09| abpuqued L L/2S¥0



€l Jo L obed 2102 S310N ©
(1) s|jesodsip 1o saseyoind Aue Joj paisnipe pue (1) uaye) si suonenjea Buisoo pue Buiuado ay) usamiaq aoualaylp ay |
(1) pouyrow uonenjersy
do
"1esse ay} Jo (1) enjeA 3ooq jau ayj 0y paljdde si (}) aiel abejusolad |enuuy
€ (1) poyyew a@ouejeq (Bulysiuiwip) Buonpay (¥)1%
(1) 1unoooe jesodsip | (1) wunoooe sbumy pue sainixiy Jo uoneloaldap Joj uoisinoid
z Anus upaio Anua uqep (o)
(1) 1unoooe sbunly pue sain)xiy Jo uoneloaldsp Joy uoisinoid (1) 1uswale)s swooul
z Anua upaio Anua uqep (P)y
40(1)
096 22 (1) 000 ¥ — 40(1) 09% ¥ + 40(1) 005 22 910z Jaqwad9( L€ e uoleloaidap paje|nwinooe
40(1)
09¥ ¥ 40(1) (%01 x (40) 009 ¥¥) | 9107 Jeqwiadeq L€ papus Jeak ay) Jo} abieyo uoneroaidep
40(1)
00G ¢¢ 40(1) 09t G + 010 21 G0z Jeqwaoe( |¢ e uoleroaidap paje|nwnooe
40(1)
09 S 40(1) (%01 * (40) 009 #S) | GLOZ Jeqwedaq LE papus Jeak ay) Jo} abieyd uoneioaidep
40(1)
009 vv 000 01 — (40) 009 ¥S 9102 Joquiada( ¢ uo }s00 Je sBumy pue sainjxy
(1)
009 S 000 ¢l + 009 Y G10Z Joquia09( |L¢ U0 }s00 je sbunyy pue sainixy
zZL $ sBuiiom ()
syiep Jamsuy uonsanp
L10¢ a3Hsinand
JBQUIBAON/18G0100 awayos YeN — 3S09| abpuqued L L/2S¥0




102 S310N ©

€1 Jo g abed
yiew (}) Joy suo Auy
J9SSEe JUa1INd-UoU JO d|es JO Spaad0id
ueo| Jo 1disoay
I paonposul [eyde) Wy
(1) » 3[0IYdA JO douelnsul
(1) £ lony
(1) » soie|d Jaquinu
(1) £ B[OIYdA 4O }S00
v alnypuadxe anuaAal | ainjipuadxa |eyded (6)y
syiep Jamsuy uonsanp
L10¢ a3Hsinand
L L/2S¥0

JaqWIBAON/J8g0100

awayos Ye — 3SO9| abpuquie)



€1 jo 6 abed 2102 S310N ®
sjusuodwod omy 40} yJew | ‘sjusuodwod aaly) [|e Jo) sylew g,
40(1) o0s2¢ Jeak ay) Joj 11joid
08Y vl (1) o00S1 uoneroaidaq
H2) ogsLvy sosuadxe bBuneiado Jayi0
008¢ sobepp
0009 sy
40(1) 05261 moud ssoib pejoalion
S $ $ (m(a)s
Junowle 1984109 10} YJew puodas pue ‘uwnjoo ybu oy (L) = (sylew g),
40(1)
0SG/ 61 woud ssoub pajoalion
(0S2) 059 00t
(S { Joui3
(2) o0l ¢ Joug
(2) oss z Joug
(2) oov | Joug
000 02 Jjoud ssoub yeliq
$ $ $
9Sea.08(] | 9sealou| 109443 ON
/10Z dunr 0g pepus Jeak ay} 4oy Jjoid ssoub JO uoIj08.1I0D JO Juswale)s
8 ysnes ((a)s
000 ¥ 000 ¥
(1) 00l seseyoind (1) 000z leyded
(1) 006€¢ p/geoueeg Qg unp (1) o000z sbumeig ogunp
$ 1102 $ 1102
Junoooe asuadsng
14 ysnes (e)g
syJe Jamsuy uonsanyp
1102 a3Hsingand
JaquianoN/18qoloQ |aweyog e\ — 3809| 8bpuque) L1/2S10



€1 Jo 0| ebed /102 S3T10N ®
uonejuasaid aAneuls)e 1dadoy

0.0GlL
00S¢ sanliqel| [ejo]
(1) 009 yueq
(1) o061 so|qeded spel|
selljigel| Juauny
0,521 /10Z aunr o¢ 1e |eyde)
(1) o068 sbuimelq

0l 12
d0(1) o0zz¢ wmold
(1) o002 paonpouul |eyde)
(1) oozvl 910z Ainr | 1e jende)
0/0GlL sjosse |ejo|

0.G/
(1) oos¢ (00% + 001 €) se|geAleoal ape. |
(L) os0¥ (0SS — 029 ) Aojusau]
S}osse jJualind
00S /2 (1) 00G ¥ (1) 000¢rH sBumiy pue sainxi4
an|eA uonernaidsap
300( JOaN pale|nwnady 1S0)D S}oSSse Jualind-UoN
$ $ $
/10Z 8unf Qg Je uonisod |eioueul Jo juswalels
(1] ysnhes (0)g
SHJeN Jomsuy :O_uww:G
1102 aaHsigand
JaquianoN/18qoloQ |aweyog e\ — 3809| 8bpuque) L1/2S10



€1 4o || abed 2102 S310N©

00001}
40(1) 000 ¢ elewes —
40(1) 0009 BUIWY — Wjoud jo aleys
0000}
00S .
(1) 0002 elewes —
(1) 00S S BUlWY — [e}ideD uo jsaiau|
00S 21 Jeak ay) Joj Jjo.d
$ $
/10Z dunr 0¢ papua Jeak ay} Joj Junoody uoneudolddy
v elewes pue eulwy (9)9
L "SI9UMO Sse Jay}abo)] yiom ajdoad aiow 10 OM) YdIym Ul ssauisng (e)o
syiep Jamsuy uonsanp

1102 a3HsIand
J9QUWSAON/I9G0100 awayos Ye — 3SO9| abpuquie) L1/ZSH0




€1 Jo z| obed 2102 S310N©

¢ Xe|N

(1) 1seJa1ul ueoj Jo a1kl uo Buipuadap Jemoj Jo Jaybiy aq 1ybiw jyouid Jo saleys
(1) "reudeo jeuonippe ay} uo jsaiajul 8y} Aq Jamo| aq pjnom [eyded uo }salau|
Z (1) "1s@481u1 UBO| BY]} JO JuNowe ay} AQ Jamo| 8q p|nom JeaA auy) 1o} J1joid (p)o

salud Yyjoq 1o;} si ylew ajeridoisdde atayp

(301) 00S /2 p/q eouejeq Line 000¢€ p/q souejeq Line
000ZL 00SGSl 00021 00S Gl
000 ¢ p/o aouejeg
(3oL) 000+ 0009 woud Jo aleys
(3oL) 000¢ 00G S |leyded uo jsas8lul Qg unr 102 00S p/o @ouejeg
(1) oo00¢ 000 ¥ p/q ®ouejeg L Inr9Loz (L) 0002t 0008 sbuimesq Qg unr 2102
$ $ $ $
ejewesg euiuy sjieleg ale ejewesg euluy sjielag ale
S Sjunoooe JualIng
40
(1) 0000z 00009 p/q eouejegq LInr 2102
00002 00009 00002 00009
00001 ysep
(1) L uer 2102
(1) 0000z 0000S p/q eouejeq LINF9L0Z 00002 00009 p/o @oueleg Qg unf 2102
$ $ $ $
elewes eulwy s|ieleq aleq elewes eulwy s|ieleq aleq

sjunoooe |ejiden

¢ elewes pue euiwy (9)9
syiep Jamsuy uonsanp
L10¢ a3Hsinand

J9QUWSAON/I9G0100 awayos Ye — 3SO9| abpuquie) L1/ZSH0



€l jo ¢| abed 2102 S310N ©
¥ Xew 0] jJuawdojaAap Joj auo snid ‘yuiod dIseq 1o} yJew auQ
(1) ~sBuimelp
Se uaye)] Sey elewes Jeym Janoo/ssauisng Aep 0} Aep ayy uni 0} Japio ul (1) [eydes jeuonippe aonpoJjul 0} pey sey euiwy
(1) -ones Buueys
woud ayy ur sbueyo/sbuimelp uo jsassjui/Aleles s Jauped e aonpodiul 0} () pepuswe aq pinoo Juswsalbe diysisuped ay |
(1) "ssauisng
ay} Jo jeudeo ay} Buionpal si ays sueaw yoiym (1) ‘woud jo uoneoo|e |eioy Jay uey Jajealb ale sbuimelp s eiewes
v (1) "ssauisnq ay} 0} Spunj SBMO 8Ys Jey} sueawl ydiym (}) Junodoe jualind Jay uo aduejeq }iIqap e sey eiewes (®)9
s)Ie Jamsuy uonsand
L10¢ asHsiInand
JBQUIBAON/18G0100 awayos YeN — 3S09| abpuqued L L/2S¥0



Cambridge Assessment International Education
Cambridge International General Certificate of Secondary Education

Cambridge

IGCSE

ACCOUNTING 0452/12
Paper 1 October/November 2017
MARK SCHEME

Maximum Mark: 120

Published

This mark scheme is published as an aid to teachers and candidates, to indicate the requirements of the
examination. It shows the basis on which Examiners were instructed to award marks. It does not indicate the
details of the discussions that took place at an Examiners’ meeting before marking began, which would have
considered the acceptability of alternative answers.

Mark schemes should be read in conjunction with the question paper and the Principal Examiner Report for
Teachers.

Cambridge International will not enter into discussions about these mark schemes.
Cambridge International is publishing the mark schemes for the October/November 2017 series for most

Cambridge IGCSE®, Cambridge International A and AS Level components and some Cambridge O Level
components.

® IGCSE is a registered trademark.

This document consists of 7 printed pages.
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0452/12 Cambridge IGCSE — Mark Scheme October/November

PUBLISHED 2017
Question Answer Marks
1(a) C 1
1(b) D 1
1(c) A 1
1(d) A 1
1(e) A 1
1(f) B 1
1(g9) A 1
1(h) C 1
1(i) D 1
1() B 1
Question Answer Marks
2(a) duality (1) 1
2(b) True or False o
Carriage inwards appears on the debit side of a trial balance. True (1)
Inventory is included in current assets. True (1)
A suspense account represents the difference between the False (1)
cash book balance and the balance on the bank statement.
A sole trader enjoys limited liability. False (1)
The sales account appears in the nominal/general ledger. True (1)
2(c) An adjustment for a prepayment reduces expenses and increases profit. (1) 1
2(d) To monitor progress 1
To prepare financial statements
For decision making
Any one reason for (1) mark
2(e) term organisation 3
prime cost manufacturing business
accumulated fund club/society (1)
dividend limited company (1)
interest on capital partnership (1)
work in progress manufacturing business (1)
drawings sole trader (1) OR partnership (1)

© UCLES 2017 Page 2 of 7




0452/12 Cambridge IGCSE — Mark Scheme October/November

PUBLISHED 2017
Question Answer Marks

2(f) In the income statement (1) as an addition to gross profit / as an item of income/credit (1) 2
2(9) An income statement deals with revenues and costs, (1) whilst a statement of financial 2

position deals with assets and liabilities. (1)

OR

An income statement covers a period of time, (1) whilst a statement of financial position is

for a specified date. (1)
2(h) Trade payable 1

Club member

Committee member

Bank

Accept other valid answers

Any one for (1) mark
2(i) Historic cost 1

Difficulties of definition

Non-financial aspects

Any one for (1) mark

Question Answer Marks

3(a) To reduce the number of entries in the ledger 1

To allow book-keeping duties to be shared

As an aid for posting to the ledger

To summarise accounting information

To help in the preparation of control accounts

To group together similar types of transactions

To make it easier to check for errors

Accept other valid answers.

Any one for (1) mark
3(b) Cash book (1) 1
3(c) Date Source document Issued by 4

May 2 | invoice (1) Asnee (1)
May 4 | credit note (1) Asnee (1)

© UCLES 2017 Page 3 of 7




0452/12 Cambridge IGCSE — Mark Scheme October/November

PUBLISHED 2017
Question Answer Marks
3(d) Jason 6
Purchases account
2017 $ 2017 $
May 1 Balance b/d 19620 (1) May Income 21725 (1)OF
31 statement
31 Total for month 2105 (1)
21725 21725
Purchases returns account
2017 $ 2017 $
May 31 Income 1010 (1)OF May Balance b/d 850 (1)
statement 1
31 Total for month 160 (1)
1010 1010
3(e) Asnee account 7
2017 $ 2017 $
May 4 Purchases returns 105 (1) May 1 Balance b/d 480 (1)
6 Bank 468 (1) 2 Purchases 400 1}
6 Discount received 12 (1) 19 Purchases 190 {(1)
31 Balance c/d 485
1070 1070
Jun 1 Balance b/d 485 (1)OF
+1 for dates
3() A list of account balances (1) at a specific date. (1) 2
3(9) Any two of: 4
Omission (1) transaction totally omitted from the books. (1)
Commission (1) transaction posted to wrong account of right class. (1)
Principle (1) transaction posted to account of wrong class. (1)
Original entry (1) transaction incorrectly recorded in book of prime entry. (1)
Reversal (1) debit entry posted on credit side and vice versa. (1)
Compensating (1) errors cancel one another out. (1)
3(h) By comparing control account totals to the totals of balances of the sales and purchases 2
ledgers, (1) Jason might be able to locate the error. (1)

© UCLES 2017 Page 4 of 7




0452/12 Cambridge IGCSE — Mark Scheme October/November
PUBLISHED 2017
Question Answer Marks
4(a) FTA Industries 8
Provision for doubtful debts account
2015 $ 2015 $
Dec 31 Income Jan 1 Balance b/d 2163 (1)
statement 787 (1)OF
Balance c/d 1376 (1)
2163 2163
2016 2016
Jan 1 Balance b/d 1376 (1)OF
Dec 31 Balance c/d 1638 (1) Dec 31 Income
statement 262 (1)OF
1638 1638
2017

+1 for dates Jan 1 Balance b/d 1638 (1)OF
4(b) Increase (1) OF of $787 (1)OF 2
4(c) Account debited Account credited 2

Bad debts (1) | Eddie (1)

4(d) General journal (1) 1
4(e) FTA Industries 3
Income Statement (extract) for the year ended 31 December 2016

Expenses (1)
Bad debts 1400 (1)
Increase in provision for
doubtful debts 262 (1)OF
4(f) Accruals/matching (1) 2
Prudence (1)
Question Answer Marks
5(a) $ $ 6
Receipts
Share issue (opening balance) 500 000 (1)
Trade receivables 290 000 (1)
790000
Payments
Non-current assets (400+20+35) 455000 (1)
Trade payables 193 000 (1)
Wages and other expenses 80000 728000 (1)
62000 (1)OF

© UCLES 2017 Page 5 of 7




0452/12 Cambridge IGCSE — Mark Scheme October/November
PUBLISHED 2017
Question Answer Marks
5(b) HS Limited 12
Income Statement for the year ended 31 December 2016
$ $
Revenue 290 (1) + 20 (1) 310000
Purchases 193 (1) + 25 (1) 218 000
Inventory at 31 December 2016 21000 (1)
Cost of sales 197 000
Gross profit 113000 (1)OF
Wages and other expenses 80(1)-10(1) 70000
Depreciation — buildings 2000 (1)
— vehicles 5000 (1)
— fixtures and fittings 3500 (1)
80 500
Profit for the year 32500 (1)OF
5(c) HS Limited 9
Statement of Financial Position at 31 December 2016
Non-current assets
Cost Acc dep NBV
$ $ $
Premises 400000 2000 398000 (1)OF
Vehicle 20000 5000 15000 (1)OF
Fixtures and fittings 35000 3500 31500 (1)OF
455000 10500 444 500
Current assets
Inventory 21000 }(1)
Trade receivables 20000 }
Other receivables 10000 (1)
Bank 62 000 (1)OF
113 000
Total assets 557 500
Equity
1 000 000 ordinary shares of $0.50 500 000 (1)
Retained earnings 32500 (1)OF
532500
Current liabilities
Trade payables 25000 (1)
Total liabilities 557 500
Accept alternative format
5(d) In statement of changes in equity (1) 1

© UCLES 2017

Page 6 of 7




0452/12 Cambridge IGCSE — Mark Scheme October/November
PUBLISHED 2017
Question Answer Marks
5(e) Percentage of gross profit to revenue: 2
Lower selling prices
Undercutting competitors
Use of promotional pricing/trade discount to enter market
Higher purchase prices
Lack of trade discount on purchases
Any one for (1) mark
Percentage of profit to revenue:
Better control of expenses (1)

Question Answer Marks
6(a) Current assets minus current liabilities (1) 1
6(b) 5600 : 4400 (1) =1.27 : 1 (1)OF 2
6(c) Quick ratio/acid test/liquid ratio 1

Trade receivables collection period
Trade payables payment period
(Rate of) inventory turnover
Any one for (1) mark
6(d) He may not be able to meet liabilities as they fall due. 4
He may not be able to pay day to day running expenses.
He may not be able to take advantage of discounts.
He has a lot of cash tied up in inventory.
Inventory makes up more than half of his current assets.
His trade payables are greater than his trade receivables.
He has a bank overdraft.
Each basic statement (1) plus development (1) to max 4
6(e) 6
working capital owner’s capital
1 | introduced $2000 capital in the increase $2000 increase $2000
form of cash
received a long term loan, $500 increase $500 (1) no effect (1)
bought inventory, $400, on credit no effect (1) no effect (1)
sold goods costing $100 for $180 increase $80 (1) increase $80 (1)
cash
6(f) 1 — capital intro (1), or 2 —loan (1) 1
6(9) To know the return earned on total funds used in the business. (1) 1
Or to compare with other businesses. (1)

© UCLES 2017 Page 7 of 7




Cambridge Assessment International Education
Cambridge International General Certificate of Secondary Education

Cambridge

IGCSE

ACCOUNTING 0452/13
Paper 1 October/November 2017
MARK SCHEME

Maximum Mark: 120

Published

This mark scheme is published as an aid to teachers and candidates, to indicate the requirements of the
examination. It shows the basis on which Examiners were instructed to award marks. It does not indicate the
details of the discussions that took place at an Examiners’ meeting before marking began, which would have
considered the acceptability of alternative answers.

Mark schemes should be read in conjunction with the question paper and the Principal Examiner Report for
Teachers.

Cambridge International will not enter into discussions about these mark schemes.
Cambridge International is publishing the mark schemes for the October/November 2017 series for most

Cambridge IGCSE®, Cambridge International A and AS Level components and some Cambridge O Level
components.

® IGCSE is a registered trademark.

This document consists of 13 printed pages.

Cambridge Assessment
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0452/21 Cambridge IGCSE — Mark Scheme October/November

PUBLISHED 2017
Question Answer Marks
1(a) Brian account 15
$ $
2016 2017
Aug 1 Balance b/d 1000 July 31 Cash 720 (1)
Bad debts 280 (1)
1000 1000
Bad debts account
$ $
2017 2017
July 31 Total to date 990 July 31 Income
Brian 280 (1) Statement 1270 (1)OF
1270 1270
Bad debts recovered account
$ $

2017 2017
July 31 Income July 31  Bank

Statement* 118 (1) (AL Stores) 118 (1)

118 118

* Alternately accept transfer to bad debts account and net transfer from bad
debts to income statement

Rent account

$ $
2017 2017
July 31 Total paid 5200 July 31 Balance c/d 400
Drawings 1200 (1)
Income Statement 3600 (1)OF
5200 5200

2017
Aug 1 Balance b/d 400 (1)

Drawings account

$ $
2017 2017
July 31 Total to date 9 650 July 31 Capital 10850 (1)OF
Rent 1200 (1)OF
10850 10850
Commission receivable account
$ $
2017 2017
July 31 Income July 31 Total to date 890
Statement 1040 (1) Balance c/d 150
1040 1040
2017
Aug 1 Balance b/d 150 (1)

© UCLES 2017 Page 2 of 9



0452/21 Cambridge IGCSE — Mark Scheme October/November

PUBLISHED 2017
Question Answer Marks
1(a) Provision for depreciation of office fixtures account
$ $
2017 2016
July 31 Balance c/d 15435 Aug 1 Balance b/d 11100
2017
July 31 Income 4335 (1)
Statement
15435 15435
2017
Aug 1 Balance b/d 15435 (1)OF
1(b) An estimate (1) of the amount which a business will lose/be unable to collect 2

in a financial year because of bad debts (1)

1(c) Percentage of the total amount owing by credit customers 1
Estimating which individual credit customers will not pay their accounts
Considering the length of time the debts have been outstanding
Estimate, based on experience, of amount lost each year from bad debts
Any 1 point (1)

1(d) debit credit 2
Income statement (1) Provision for doubtful debts (1)
1(e) The profit for the year is not overstated (1) 2

The trade receivables (current assets) are not overstated/shown at more
realistic value (1)

1(f) The sales for which a business is unlikely to be paid (1) are regarded as 2
an expense of the year in which those sales are made (1)

1(9) Reduce credit sales/sell on a cash basis 2
Obtain references from new credit customers

Fix a credit limit for each customer

Improve credit control

Issue invoices and monthly statements promptly

Refuse further supplies until outstanding balance is paid
Allow cash discount for prompt payment

Charge interest on overdue accounts

Any 2 points (1) each

© UCLES 2017 Page 3 of 9



0452/21 Cambridge IGCSE — Mark Scheme October/November
PUBLISHED 2017

Question Answer Marks

2
(a) debit | credit | no entry ’

opening balance owed by credit customers v (1)

credit sales v (1)

cash sales v (1)

provision for doubtful debts v (1)
bad debts written off v (1)

cash discount allowed to credit customers v (1)

trade discount allowed to credit customers v (1)

contra between sales and purchases ledger v (1)

cash received from credit customers v (1)

2(b) book of prime (original) entry

returns to credit suppliers purchases returns journal (1)

discount received cash book (1)

interest charged by credit supplier journal (1)

contra entry to sales ledger control journal (1)
account

2(c)(i) An entry which appears on the debit side of the purchases ledger control 1
account and the credit of the sales ledger control account (1)

2(c)(ii) It is made when a sales ledger account is set off against a purchases ledger 1
account of the same person/business (1)

2(d) Overpayment of the amount owing 2
Failure to deduct cash discount due
Goods returned after account settled
Payment made in advance

Any 2 reasons (1) each

2(e)(i [ !
(e)() Trade re.celvables y 365 } whole formula (1)
Credit sales 1

2(e)(ii) Mxﬁ } whole formula (1) i
186700 1

= 40.11 = 41 days (1)

2(f) Offer cash discount for prompt payment 2
Charge interest on overdue accounts

Improve credit control/send invoices or statements promptly
Refuse further supplies until outstanding balance paid
Invoice discounting and debt factoring

Any 2 points (1) each

© UCLES 2017 Page 4 of 9



0452/21 Cambridge IGCSE — Mark Scheme October/November
PUBLISHED 2017
Question Answer Marks
2(9) Trad.e payables y 365 } whole formula (1) 1
Credit purchases 1
2(h) Will not be pleased 2
May refuse further supplies
May charge interest
May issue stern reminders/threaten legal action
Or other suitable comment
Any 2 comments (1) each
Question Answer Marks
3(a) 5
$ $
Subscriptions received 12540 (1)
Add Subscriptions outstanding at year end 240 (1)
12780
Less Subscriptions prepaid at year end 180 (1)
Subscriptions outstanding at start of year 600 (1) 780
Subscriptions for the year 12000 (1)
Accept alternative presentation
3(b) AS Sports Club 9
Income and Expenditure Account for the year ended 30 September 2017
$ $ $
Income
Subscriptions 12000 (1)OF
Profit on shop — revenue 3510
— less purchases 2410 1100 (1)
13100
Expenditure
Rates and insurance
(1500 (1) + 60 (1)) 1560
Open day — expenses 5250
less receipts 4180 1070 (1)
Rent 1800 }1)
General expenses 2640 }
Loan interest (5% x 7 000) 350 (1)
Depreciation of Equipment
((22 000 + 8 000) x 20%) 6000 (1) 13420
Deficit 320 (1)OF
© UCLES 2017 Page 5 of 9



0452/21 Cambridge IGCSE — Mark Scheme October/November

PUBLISHED 2017
Question Answer Marks
3(c) AS Sports Club 9
Statement of Financial Position at 30 September 2017
$ $ $
Assets
Non-current assets Cost Accumulated Book
depreciation value
Equipment 30000 10400 (1)OF 19600 (1)OF
Current assets
Other receivables
(Subscriptions) 240 (1)
Total assets 19 840
Liabilities
Accumulated fund
Opening balance 11870 (1)
Less Deficit 320 (1)OF
11550
Non-current liabilities
Bank loan
(repayable 2020) 7000 (1)
Current liabilities
Other payables 350 (1)OF
(loan interest)
Subscriptions prepaid 180 (1)
Bank 760 (1)
1290
Total liabilities 19840
3(d) Loan interest is an expense account/any accrued interest is a current 2
liability (1)
The loan is a non-current liability (1)
Accept other valid points
Question Answer Marks
4(a) (87500 + 56 200 + 100) : (81500 + 17 100) 2
=143 800 : 98 600 (1) whole formula
=146:1(1)
4(b) Current assets only approximately 1%z times the current liabilities 2
Lower than the “benchmark” of 2:1
Can meet the current liabilities from the current assets
Do not have a lot of surplus current assets available after paying current
liabilities
Seems to be a little inadequate (depending on the type of business)
Comments to be based on answer to (a)
Any 2 comments (1) each

© UCLES 2017 Page 6 of 9



0452/21

Cambridge IGCSE — Mark Scheme October/November

PUBLISHED

2017

Question

Answer

Marks

4(c)

(56 200 + 100) : (81 500 + 17 100)
=56 300 : 98 600 (1) whole formula
=057:1(1)

2

4(d)

Increased expenditure on inventory

Increase in bank overdraft/change from positive bank balance to overdraft
Purchase of non-current assets

Repayment of long-term loan

Increase in current liabilities/increase in trade payables

Decrease in trade receivables

Decrease in cash

Increase in drawings

Any 2 reasons (1) each

Unable to pay debts when they fall due

Unable to take advantage of cash discounts

Unable to take advantage of business opportunities when they arise
May have difficulty in obtaining further supplies

May not be able to take drawings

Any 2 points (1) each

4(f)

current ratio quick ratio

no no
increase | decrease | effect | increase | decrease | effect

introduce 4 v
$20000
additional
capital

obtain short- v (1) V(1)
term bank loan
of $10 000

sell half the V(1) v (1)
inventory at
cost price

4(9)

Cost of sales
Average inventory

4(h)

765990 or 765990
(87500 +72000) + 2 87500 - (15500 + 2)
765990
= 1
79750 H()
=9.60 times (1)

Higher inventory levels
Lower sales activity

Or other suitable reason
Any 2 reasons (1) each

© UCLES 2017

Page 7 of 9



0452/21

Cambridge IGCSE — Mark Scheme

PUBLISHED

October/November

2017

Question

Answer

Marks

5(a) 43000

_ 43000 (1) 100
- — X_
600000 (1) 1

=7.17% (1)

(500000 +11 000 +14000 + 75000

3

5(b) 25000 100
500000 1

=5%

5(c) 15000 + 30000

100

500000100000 1
45000 (1)

~ 600000 (1)

=7.5% (1)

5(d)
= 71000 — 2250
= 68750 (1)

71000 — (3% x 75000) (1)

5(e)

CP Limited

Retained
earnings

General
reserve

Ordinary
share
capital

Total

$ $ $

$

On 1 October 2016
Share issue
Profit for the year

Dividend paid
(for year ended 30
September 2016)

Dividend paid
(for year ended 30
September 2017)

Transfer to general
reserve

500000 | 11000 | 14000
100 000
68 750
(25 000)

(15 000)

5000 | (5000)

525 000
100 000
68 750
(25 000)

(15000)

On 30 September
2017

600 000 16 000 37750

653 750

Statement of Changes in Equity for the year ended 30 September 2017

(1)
(1)
(1)OF

(1)

(1)

(1)

(1)

© UCLES 2017
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0452/21 Cambridge IGCSE — Mark Scheme October/November
PUBLISHED 2017
Question Answer Marks
5(f) Long term loans 2
Debenture holders are not members of the company
Do not carry voting rights
Carry a fixed rate of interest
Interest is not dependent on the company's profit
Are often secured on the assets of the company's
Debenture holders are repaid before the shareholders in a winding-up
Any 2 features (1) each
5(g9) Carry a fixed rate of dividend 2
Dividend may not be paid if there is not enough profit
Dividend is paid before ordinary share dividend
Preference shareholders are members of the company
Do not usually carry voting rights
Capital is repaid before ordinary share capital in a winding-up
Are not secured on the assets of the company
Any 2 features (1) each
5(h) increase | decrease 5
$ $ effect
effect on current assets 300000
effect on non-current liabilities 300000
(1)
effect on profit for the year 9000
(2)*
effect on profit available for ordinary 9000
shareholders (1)OF
effect on equity
* (1) position + (1) amount
© UCLES 2017 Page 9 of 9
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0452/23 Cambridge IGCSE — Mark Scheme October/November

PUBLISHED 2017
Question Answer Marks
1(a) Brian account 15
$ $
2016 2017
Aug 1 Balance b/d 1000 July 31 Cash 720 (1)
Bad debts 280 (1)
1000 1000
Bad debts account
$ $
2017 2017
July 31 Total to date 990 July 31 Income
Brian 280 (1) Statement 1270 (1)OF
1270 1270
Bad debts recovered account
$ $

2017 2017
July 31 Income July 31  Bank

Statement* 118 (1) (AL Stores) 118 (1)

118 118

* Alternately accept transfer to bad debts account and net transfer from bad
debts to income statement

Rent account

$ $
2017 2017
July 31 Total paid 5200 July 31 Balance c/d 400
Drawings 1200 (1)
Income Statement 3600 (1)OF
5200 5200

2017
Aug 1 Balance b/d 400 (1)

Drawings account

$ $
2017 2017
July 31 Total to date 9 650 July 31 Capital 10850 (1)OF
Rent 1200 (1)OF
10850 10850
Commission receivable account
$ $
2017 2017
July 31 Income July 31 Total to date 890
Statement 1040 (1) Balance c/d 150
1040 1040
2017
Aug 1 Balance b/d 150 (1)

© UCLES 2017 Page 2 of 9



0452/23 Cambridge IGCSE — Mark Scheme October/November

PUBLISHED 2017
Question Answer Marks
1(a) Provision for depreciation of office fixtures account
$ $
2017 2016
July 31 Balance c/d 15435 Aug 1 Balance b/d 11100
2017
July 31 Income 4335 (1)
Statement
15435 15435
2017
Aug 1 Balance b/d 15435 (1)OF
1(b) An estimate (1) of the amount which a business will lose/be unable to collect 2

in a financial year because of bad debts (1)

1(c) Percentage of the total amount owing by credit customers 1
Estimating which individual credit customers will not pay their accounts
Considering the length of time the debts have been outstanding
Estimate, based on experience, of amount lost each year from bad debts
Any 1 point (1)

1(d) debit credit 2
Income statement (1) Provision for doubtful debts (1)
1(e) The profit for the year is not overstated (1) 2

The trade receivables (current assets) are not overstated/shown at more
realistic value (1)

1(f) The sales for which a business is unlikely to be paid (1) are regarded as 2
an expense of the year in which those sales are made (1)

1(9) Reduce credit sales/sell on a cash basis 2
Obtain references from new credit customers

Fix a credit limit for each customer

Improve credit control

Issue invoices and monthly statements promptly

Refuse further supplies until outstanding balance is paid
Allow cash discount for prompt payment

Charge interest on overdue accounts

Any 2 points (1) each

© UCLES 2017 Page 3 of 9



0452/23 Cambridge IGCSE — Mark Scheme October/November
PUBLISHED 2017

Question Answer Marks

2
(a) debit | credit | no entry ’

opening balance owed by credit customers v (1)

credit sales v (1)

cash sales v (1)

provision for doubtful debts v (1)
bad debts written off v (1)

cash discount allowed to credit customers v (1)

trade discount allowed to credit customers v (1)

contra between sales and purchases ledger v (1)

cash received from credit customers v (1)

2(b) book of prime (original) entry

returns to credit suppliers purchases returns journal (1)

discount received cash book (1)

interest charged by credit supplier journal (1)

contra entry to sales ledger control journal (1)
account

2(c)(i) An entry which appears on the debit side of the purchases ledger control 1
account and the credit of the sales ledger control account (1)

2(c)(ii) It is made when a sales ledger account is set off against a purchases ledger 1
account of the same person/business (1)

2(d) Overpayment of the amount owing 2
Failure to deduct cash discount due
Goods returned after account settled
Payment made in advance

Any 2 reasons (1) each

2(e)(i [ !
(e)() Trade re.celvables y 365 } whole formula (1)
Credit sales 1

2(e)(ii) Mxﬁ } whole formula (1) i
186700 1

= 40.11 = 41 days (1)

2(f) Offer cash discount for prompt payment 2
Charge interest on overdue accounts

Improve credit control/send invoices or statements promptly
Refuse further supplies until outstanding balance paid
Invoice discounting and debt factoring

Any 2 points (1) each

© UCLES 2017 Page 4 of 9



0452/23 Cambridge IGCSE — Mark Scheme October/November
PUBLISHED 2017
Question Answer Marks
2(9) Trad.e payables y 365 } whole formula (1) 1
Credit purchases 1
2(h) Will not be pleased 2
May refuse further supplies
May charge interest
May issue stern reminders/threaten legal action
Or other suitable comment
Any 2 comments (1) each
Question Answer Marks
3(a) 5
$ $
Subscriptions received 12540 (1)
Add Subscriptions outstanding at year end 240 (1)
12780
Less Subscriptions prepaid at year end 180 (1)
Subscriptions outstanding at start of year 600 (1) 780
Subscriptions for the year 12000 (1)
Accept alternative presentation
3(b) AS Sports Club 9
Income and Expenditure Account for the year ended 30 September 2017
$ $ $
Income
Subscriptions 12000 (1)OF
Profit on shop — revenue 3510
— less purchases 2410 1100 (1)
13100
Expenditure
Rates and insurance
(1500 (1) + 60 (1)) 1560
Open day — expenses 5250
less receipts 4180 1070 (1)
Rent 1800 }1)
General expenses 2640 }
Loan interest (5% x 7 000) 350 (1)
Depreciation of Equipment
((22 000 + 8 000) x 20%) 6000 (1) 13420
Deficit 320 (1)OF
© UCLES 2017 Page 5 of 9



0452/23 Cambridge IGCSE — Mark Scheme October/November

PUBLISHED 2017
Question Answer Marks
3(c) AS Sports Club 9
Statement of Financial Position at 30 September 2017
$ $ $
Assets
Non-current assets Cost Accumulated Book
depreciation value
Equipment 30000 10400 (1)OF 19600 (1)OF
Current assets
Other receivables
(Subscriptions) 240 (1)
Total assets 19 840
Liabilities
Accumulated fund
Opening balance 11870 (1)
Less Deficit 320 (1)OF
11550
Non-current liabilities
Bank loan
(repayable 2020) 7000 (1)
Current liabilities
Other payables 350 (1)OF
(loan interest)
Subscriptions prepaid 180 (1)
Bank 760 (1)
1290
Total liabilities 19840
3(d) Loan interest is an expense account/any accrued interest is a current 2
liability (1)
The loan is a non-current liability (1)
Accept other valid points
Question Answer Marks
4(a) (87500 + 56 200 + 100) : (81500 + 17 100) 2
=143 800 : 98 600 (1) whole formula
=146:1(1)
4(b) Current assets only approximately 1%z times the current liabilities 2
Lower than the “benchmark” of 2:1
Can meet the current liabilities from the current assets
Do not have a lot of surplus current assets available after paying current
liabilities
Seems to be a little inadequate (depending on the type of business)
Comments to be based on answer to (a)
Any 2 comments (1) each

© UCLES 2017 Page 6 of 9



0452/23

Cambridge IGCSE — Mark Scheme October/November

PUBLISHED

2017

Question

Answer

Marks

4(c)

(56 200 + 100) : (81 500 + 17 100)
=56 300 : 98 600 (1) whole formula
=057:1(1)

2

4(d)

Increased expenditure on inventory

Increase in bank overdraft/change from positive bank balance to overdraft
Purchase of non-current assets

Repayment of long-term loan

Increase in current liabilities/increase in trade payables

Decrease in trade receivables

Decrease in cash

Increase in drawings

Any 2 reasons (1) each

Unable to pay debts when they fall due

Unable to take advantage of cash discounts

Unable to take advantage of business opportunities when they arise
May have difficulty in obtaining further supplies

May not be able to take drawings

Any 2 points (1) each

4(f)

current ratio quick ratio

no no
increase | decrease | effect | increase | decrease | effect

introduce 4 v
$20000
additional
capital

obtain short- v (1) V(1)
term bank loan
of $10 000

sell half the V(1) v (1)
inventory at
cost price

4(9)

Cost of sales
Average inventory

4(h)

765990 or 765990
(87500 +72000) + 2 87500 - (15500 + 2)
765990
= 1
79750 H()
=9.60 times (1)

Higher inventory levels
Lower sales activity

Or other suitable reason
Any 2 reasons (1) each

© UCLES 2017

Page 7 of 9
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Cambridge IGCSE — Mark Scheme

PUBLISHED

October/November

2017

Question

Answer

Marks

5(a) 43000

_ 43000 (1) 100
- — X_
600000 (1) 1

=7.17% (1)

(500000 +11 000 +14000 + 75000

3

5(b) 25000 100
500000 1

=5%

5(c) 15000 + 30000

100

500000100000 1
45000 (1)

~ 600000 (1)

=7.5% (1)

5(d)
= 71000 — 2250
= 68750 (1)

71000 — (3% x 75000) (1)

5(e)

CP Limited

Retained
earnings

General
reserve

Ordinary
share
capital

Total

$ $ $

$

On 1 October 2016
Share issue
Profit for the year

Dividend paid
(for year ended 30
September 2016)

Dividend paid
(for year ended 30
September 2017)

Transfer to general
reserve

500000 | 11000 | 14000
100 000
68 750
(25 000)

(15 000)

5000 | (5000)

525 000
100 000
68 750
(25 000)

(15000)

On 30 September
2017

600 000 16 000 37750

653 750

Statement of Changes in Equity for the year ended 30 September 2017

(1)
(1)
(1)OF

(1)

(1)

(1)

(1)

© UCLES 2017

Page 8 of 9



0452/23 Cambridge IGCSE — Mark Scheme October/November
PUBLISHED 2017
Question Answer Marks
5(f) Long term loans 2
Debenture holders are not members of the company
Do not carry voting rights
Carry a fixed rate of interest
Interest is not dependent on the company's profit
Are often secured on the assets of the company's
Debenture holders are repaid before the shareholders in a winding-up
Any 2 features (1) each
5(g9) Carry a fixed rate of dividend 2
Dividend may not be paid if there is not enough profit
Dividend is paid before ordinary share dividend
Preference shareholders are members of the company
Do not usually carry voting rights
Capital is repaid before ordinary share capital in a winding-up
Are not secured on the assets of the company
Any 2 features (1) each
5(h) increase | decrease 5
$ $ effect
effect on current assets 300000
effect on non-current liabilities 300000
(1)
effect on profit for the year 9000
(2)*
effect on profit available for ordinary 9000
shareholders (1)OF
effect on equity
* (1) position + (1) amount
© UCLES 2017 Page 9 of 9
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There are 10 parts to Question 1.

For each of the parts (a) to (j) below there are four possible answers, A, B, C and D. Choose the one
you consider correct and place a tick (v) in the box to indicate the correct answer.

1 (a) Which statement describes a purpose of accounting?

A

Cc

D

to check the arithmetical accuracy of the double entry
to ensure that all transactions are recorded
to know the balances on individual customers’ and suppliers’ accounts

to provide a calculation of profit

(1]

(b) A credit customer buys goods with a list price of $1000. Trade discount is 30% and cash
discount is 10%.

Which amount is entered in the customer’s account to record the sale?

A

$600
$630
$700

$900

(c) Where is discount allowed recorded?

A

Cc

D

on the credit side of the purchases ledger control account
on the credit side of the sales ledger control account
on the debit side of the purchases ledger control account

on the debit side of the sales ledger control account

(d) Ann’s statement of financial position includes the following:

1 an amount paid by Ann for a service which has not yet been received
2 an amount received by Ann for a service which Ann has not yet provided

3 the value of a service received by Ann for which payment has not yet been made

Which item(s) are included in ‘other payables’?

A

© UCLES 2017
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(e) Hiro wishes to increase his provision for doubtful debts at the end of the year.

3

How does he record this increase?

debit entry

credit entry

bad debts provision for doubtful debts

provision for doubtful debts

bad debts

income statement

provision for doubtful debts

O O W >

provision for doubtful debts

income statement

(1]

(f) Thang bought goods costing $20 each. At the end of the year Thang valued inventory of
unsold goods at the selling price of $30 each.

What is the effect of this valuation?

A

Cc

D

profit is overstated
profit is understated
purchases are overstated

purchases are understated

(g) The directors of a limited company increased the general reserve.

Which item decreased?

A

© UCLES 2017

balance at bank
ordinary share capital
preference share capital

retained earnings
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(h) Atrader provided the following information at the end of the first year of trading.

$
revenue 5000
profit for the year 500
expenses 1400
closing inventory 800
What were the purchases for the year?
A $2300
B $3900
C $4900
D $6700 (1]

(i) Atrader had a percentage of gross profit to revenue (gross profit margin) of 30%.
His purchases for the year were $3400 and his inventory increased by $400.

What was his revenue for the year (to the nearest dollar)?

A $3900
B $4286
C $4940
D $5429 (1]

(i) When is financial information considered to be relevant?

A when it affects business decisions

B when it can be compared with other periods

C when it can be understood by the users

D whenitis free from error and bias (1]

[Total: 10]

© UCLES 2017 0452/11/0/N17



2 (a) State the meaning of owner’s equity.

(b) Name the accounting principle applied in each of the following situations.

Principle

A trader withdraws goods for his own use and
records this in the drawings account.

A book-keeper writes off debts which will not be
paid to the business.

An accountant does not include staff morale as
an asset in the statement of financial position.

A business uses the double entry system of
book-keeping to record transactions.

(4]

(c) Name the ledger in which the purchases account is found.

(e) Complete the following sentence.

ltems which a business owns or which are owed to the business are known as

.................................................. : (1]

© UCLES 2017 0452/11/0/N/17 [Turn over
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Jake manufactures CD players. He has a credit customer, Rashida. They have exchanged an
invoice, a debit note, a credit note and a statement of account.

REQUIRED

(f) Complete the following table for the documents exchanged between Jake and Rashida. The
first item has been completed as an example.

document reason for issue name of person issuing document
L to record goods sold on
invoice ; Jake
credit
debit note
credit note
statement of account

[6]

(g) Complete the following table by writing True or False against each statement.

True or False

Work in progress may appear in Jake’s manufacturing account.

Prime cost appears in Jake’s income statement.

Jake’s business is a service business.

© UCLES 2017
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The bank columns of Kang-Dae’s cash book had a debit balance brought down of $1310 on
1 June 2017. The bank statement at the same date showed a credit balance of $790.

When Kang-Dae compared the cash book with the bank statement he found the following.
Items on the bank statement not in the cash book

bank charges, $60

credit transfer, $540, from Nigel, a credit customer

standing order for rent payable, $1000

direct debit paid to electricity company, $400
Items in the cash book not on the bank statement

cheque to Hachiro, a supplier, $700

cash paid in, $620

Kang-Dae also discovered that a payment, $320, for insurance had been entered in the cash book
twice in error.

REQUIRED

(a) State what is meant by a ‘bank statement’.

(b) Update the bank columns of Kang-Dae’s cash book on 1 June 2017. Balance the cash book
and bring down the balance.

Kang-Dae
Cash book (bank columns only)
Date Details $ Date Details $
[7]
0452/11/0/IN/17 [Turn over
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(c) Prepare the bank reconciliation statement at 1 June 2017.

Kang-Dae
Bank reconciliation statement at 1 June 2017

............................................................................................................................................... [6]
(d) State two differences between a bank overdraft and a bank loan

1 PP

2SSOSR

............................................................................................................................................... [2]
(e) Name the section of the statement of financial position where a 5-year bank loan would

appear.

............................................................................................................................................... [1]

[Total: 17]
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4 Bayani depreciates his fixtures and fittings using the straight line (equal instalment) method of
depreciation. He provides a full year’s depreciation in the year of purchase and none in the year of
disposal. He provided the following information.

fixtures and fittings

cost accumulated
depreciation
$ $
at 31 December 2013 42600 12780
at 31 December 2014 42600 17040

There were no additions or disposals during the year ended 31 December 2014.
REQUIRED

(a) Calculate the rate of depreciation Bayani is applying.

Additional information
On 1 May 2015 Bayani bought new fixtures and fittings, cost $12000, paying by cheque.

On 1 August 2016 he sold old fixtures and fittings, which had cost $10000 and on which four
years’ depreciation had been provided. The purchaser paid Bayani in cash.

REQUIRED
(b) Name the books of prime (original) entry used on 1 May 2015 and 1 August 2016.

1 May 2015

© UCLES 2017 0452/11/0/N/17 [Turn over
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(c) Complete the following table by inserting the amounts to be shown in the financial statements.
Show your workings in the spaces provided.

workings $

fixtures and fittings at cost on
31 December 2015

fixtures and fittings at cost on
31 December 2016

depreciation charge for the year
ended 31 December 2015

accumulated depreciation at
31 December 2015

depreciation charge for the year
ended 31 December 2016

accumulated depreciation at
31 December 2016

[12]

(d) State the double entry needed to record the depreciation charge for the year ended
31 December 2015.

debit entry credit entry

(2]

(e) State the double entry needed to eliminate the accumulated depreciation on the fixtures and
fittings sold on 1 August 2016.

debit entry credit entry

(2]

© UCLES 2017 0452/11/0/N17
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(f) Name one method of depreciation, other than the straight line (equal instalment) method,
and explain how it is calculated.

N E T a0 [=30 i 1.2 1=] (Lo Yo IR

Y/ [=Y1gT0Te o] i or=1 o101 F-11Te] o UTTURTRT P TRR

Additional information

Bayani also bought a motor vehicle. The costs relating to the purchase were as follows:

$
cost of vehicle 17200
number plates 120
fuel 80
insurance of vehicle 450

REQUIRED

(g) Complete the following table, indicating with a tick (v) whether each item is a capital
expenditure or a revenue expenditure.

capital expenditure | revenue expenditure

cost of vehicle

number plates

fuel

insurance of vehicle

[4]

(h) Give one example of a capital receipt.

[Total: 30]
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5 Satish has a financial year end of 30 June. On 30 June 2017 he prepared the following trial

balance.
Satish
Trial Balance at 30 June 2017
Debit Credit
$ $
Revenue 53030
Purchases 33200
Fixtures and fittings 12000
Provision for depreciation
on fixtures and fittings 3000
Trade receivables 3100
Trade payables 1900
Inventory at 1 July 2016 4450
Rent 6000
Wages 2800
Other operating expenses 4180
Drawings 10900
Capital 14200
Bank 600
76630 72730

Additional information

1 Satish calculated a draft gross profit for the year ended 30 June 2017 of $20000. This
calculation used a valuation of closing inventory of $4620.

2 Depreciation for the year, $1500, had yet to be provided.

The books of account contained errors and the totals of the trial balance did not agree. Satish
therefore opened a suspense account, and then discovered the following errors.

1 Asale on credit, $400, had been completely omitted from the books.

2 Closing inventory included $550 for inventory which had been damaged and now had no
value, but this had not been written off.

3 The purchases journal for June had been undercast by $100.

4  Capital introduced of $2000 had been correctly entered in the cash book but debited in the
drawings account.

© UCLES 2017 0452/11/0/N17
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REQUIRED

(a) Prepare the suspense account, showing the opening balance and the entries correcting the

errors.
Satish
Suspense account
Date Details $ Date Details $

[4]

(b) (i) Complete the following statement to calculate the correct gross profit for the year. Where
an error has no effect on gross profit, place a tick (v) in the No Effect column.

Satish
Statement of correction of gross profit for the year ended 30 June 2017

No Effect Increase Decrease
$ $ $
Draft gross profit 20000
Error 1
Error 2
Error 3
Error 4

Corrected gross profit

(8]

© UCLES 2017 0452/11/0/N/17 [Turn over
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(i) Calculate the profit for the year ended 30 June 2017.

© UCLES 2017 0452/11/0/N17
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(c) Prepare Satish’s statement of financial position at 30 June 2017.

© UCLES 2017

Satish

0452/11/0/N17

Statement of financial position at 30 June 2017

[10]

[Total: 27]
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6 Amina and Samara are in partnership. Their partnership agreement states that interest on capital
is paid at the rate of 10% per annum and that profits and losses are shared in the ratio of 3:2
respectively.

The following information is available.

$
At 1 July 2016
Capital accounts
Amina 50000
Samara 20000
Current accounts
Amina 4000 credit
Samara 3000 credit
For the year ended 30 June 2017
Profit for the year 17500
Drawings
Amina 8000
Samara 12000
On 1 January 2017 Amina introduced additional capital of $10000 into the partnership in the form
of cash.
REQUIRED

(a) State what is meant by a ‘partnership’.

© UCLES 2017 0452/11/0/N17



(b) Prepare the appropriation account for the year ended 30 June 2017.

© UCLES 2017
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Amina and Samara
Appropriation Account for the year ended 30 June 2017

0452/11/0/N17
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(c) Prepare the following ledger accounts for the year ended 30 June 2017. Balance the accounts
and bring down the balances on 1 July 2017.

Amina and Samara
Capital accounts

Date

Details

Date

Details

Current accounts

Date

Details

Samara

Date

Details

Samara

© UCLES 2017
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(d) Explain how the financial statements would have been affected if Amina had made a loan to
the partnership instead of introducing additional capital.

Amina is not happy that Samara’s drawings are greater than hers. Samara says she is entitled
to take out of the business more drawings than Amina because she does a greater share of the
work.

REQUIRED

(e) Explain two reasons why Amina is not happy that Samara’s drawings are greater than hers.

[Total: 19]
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There are 10 parts to Question 1.

For each of the parts (a) to (j) below there are four possible answers A, B, C and D. Choose the one
you consider correct and place a tick (v) in the box to indicate the correct answer.

1 (a) When Jack prepared his bank reconciliation statement it included an unpresented cheque.

Which cheque is unpresented?

A acheque Jack received and banked but which has not appeared
on his bank statement

B acheque which appears on Jack’s bank statement but which has
been omitted from his cash book

C acheque which Jack has issued to a supplier who has not banked it

D acheque debited twice in Jack’s bank statement in an error
by the bank (1]

(b) Ahmed bought a motor vehicle and paid the following amounts.

$
motor vehicle 8000
number plates 100
insurance 400

What was Ahmed’s capital expenditure?

A $400

B $500

C $8000

D $8100 (1]

© UCLES 2017 0452/12/0/N17
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(c) Adisposal account showed the following.

Disposal account

Machinery

$
6200 | Provision for depreciation
Bank
Income statement
6200

2100
3800
300

6200

Which book of prime entry was used to transfer the $300 to the income statement and how

was it treated there?

book of prime entry treatment in income
statement
A general journal as a loss
B general journal as a profit
C sales journal as a loss
D sales journal as a profit

(1]

(d) Sasha buys radios at $20 each. At the year end she has 50 radios in inventory. Of these,
3 radios are damaged and will cost $17 each to repair.

All the radios are expected to be sold at $30 each.

What is the value of inventory in the statement of financial position?

A $979

B $1000

C $1449

D $1500
© UCLES 2017
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(e) Which businesses are trading businesses and which are service businesses?

4

trading business

service business

food retailer

hairdresser

food retailer and
hairdresser

neither

hairdresser

food retailer

neither

food retailer and
hairdresser

(f) An appropriation account showed the following.

interest on drawings

interest on capital

share of residual profit

Sumit
Tom
Sumit
Tom
Sumit
Tom

What was the total profit for the year?

A

B

C

D

$7500
$11500
$12000

$12500

1300
1200
1000
1000
8000
4000

(1]

(1]

(g) A subscriptions account showed subscriptions in arrears, $400, at the start of the year, and
subscriptions in advance, $100, at the end of the year. Subscriptions of $15000 had been
received during the year.

Which value for subscriptions appeared in the income and expenditure account?

A

B

© UCLES 2017

$14500
$14700
$15300

$15500
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(h) A manufacturer provided the following information.

$
purchases of raw materials 50000
direct labour 58000
factory overheads 22000

At the year end inventory of raw materials had increased by $4000. Inventory of finished
goods had increased by $9000.

What was the cost of sales?

A

$37000
$46000
$117000

$126000

(i) Atrader provided the following information.

$
revenue 1050
opening inventory 50
purchases 800
closing inventory 150

Which mark-up had been applied?

A

B

C

D

(j) Barak did not maintain a full set of accounting records in his first year of trading.

16.67%

31.25%

33.33%

50%

How did Barak calculate his credit sales?

A

B

© UCLES 2017

closing trade receivables + cash received — discount allowed
closing trade receivables + cash received + discount allowed
closing trade receivables + cash received — discount received

closing trade receivables + cash received + discount received

0452/12/0/N17
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[Total: 10]
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2 (a) Name the accounting principle applied when using the double entry system of book-keeping.

(b) Complete the following table by writing either True or False against each statement.

True or False

Carriage inwards appears on the debit side of a trial balance.

Inventory is included in current assets.

A suspense account represents the difference between the
cash book balance and the balance on the bank statement.

A sole trader has limited liability.

The sales account appears in the nominal (general) ledger.

(3]

(c) Complete the following sentence using the words ‘increases’ and ‘reduces’.

An adjustment for a prepaid cost ............coe...... expenses and .......ccccceeeeeeenn. profit. [1]

(d) State one purpose of accounting.

(e) Complete the following table. State one type of organisation to which each of the accounting
terms relates. The first has been completed as an example.

term organisation

prime cost manufacturing business

accumulated fund

dividend paid

interest on capital

work in progress

drawings

[3]

(f) Name the financial statement where discount received is recorded. State how it is shown
there.

© UCLES 2017 0452/12/0/N17
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(g) State one difference between an income statement and a statement of financial position.

............................................................................................................................................... [2]
(h) Name one user who might be interested in the financial statements of a club or society.

............................................................................................................................................... [1]
(i) Name one factor which might limit the usefulness of the financial statements.

............................................................................................................................................... [1]

[Total: 19]
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3 (a) State one reason why a trader maintains books of prime entry.

Jason is a trader. His financial year ends on 31 May.
On 1 May 2017 his ledger included the following balances.

$
Purchases 19620
Purchases returns 850

Jason’s purchases journal and purchases returns journal for the month of May 2017 were as

follows.
Purchases journal
2017 $
May 2 Asnee 400
5 Botan 610
7 Chaitali 388
19 Asnee 190
24 Dae 517
2105
Purchases returns journal
2017 $
May 4 Asnee 105
15 Chaitali 55
160
REQUIRED

(c) Complete the following table, naming the source document used by Jason on each date, and

the person who issued the document.

Date Source document Issued by

May 2

May 4

© UCLES 2017 0452/12/0/N17

[4]



(d) Prepare the following ledger accounts in the books of Jason for the month of May 2017.

Show the transfers to the income statement.

Jason

Purchases account

Date Details $ Date Details $
Purchases returns account
Date Details $ Date Details $
© UCLES 2017 0452/12/0/N/17
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Jason owed Asnee $480 on 1 May 2017. He paid this balance by cheque on 6 May after deducting
20 % discount.

REQUIRED

(e) Prepare Asnee’s account in Jason’s purchases ledger for the month of May 2017. Include
entries for the relevant transactions recorded in Jason’s journals.

Jason
Asnee account

Details

Date

Details

[7]

Before preparing the financial statements Jason prepared a trial balance. The totals of the trial
balance did not agree.

REQUIRED

(f) State what is meant by the term ‘trial balance’.

© UCLES 2017
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(g) Name and explain two errors which would not affect the balancing of the trial balance.

Error 1

Jason prepared a sales ledger control account and a purchases ledger control account for the
year.

REQUIRED

(h) Explain why the preparation of control accounts would have helped Jason discover why the
totals of the trial balance did not agree.

[Total: 27]
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4 FTA Industries provided the following information.

At 31 December

2014
2015
2016

Trade receivables

$
72100
68800
83300

Rate of provision
for doubtful debts
3%

2%

2%

Additional information
1  There were no bad debts during the year ended 31 December 2015.

2 A debt of $1400 owed by Eddie at 31 December 2016 and included in the total at that date
was considered irrecoverable.

REQUIRED

(a) Prepare the provision for doubtful debts account for each of the years ended 31 December
2015 and 2016. Balance the account at the end of each year and bring down the balance.

FTA Industries
Provision for doubtful debts account

Details

Date

Details

(8]

© UCLES 2017
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(c) State the double entry made on 31 December 2016 to write off Eddie’s debt.

(d) Name the book of prime (original) entry used to write off bad debts.

13

Account debited

Account credited

(2]

(e) Prepare an extract from the income statement for the year ended 31 December 2016 showing
the effect of bad debts and doubtful debts.

Income Statement (extract) for the year ended 31 December 2016

FTA Industries

© UCLES 2017
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5 HS Limited was formed on 1 January 2016 with the issue of 1 million ordinary shares of $0.50

each.

During 2016 the following took place.

1 Premises were bought for $400000. Half of this cost was for the land and half for the

buildings.

A vehicle was bought for $20000 and fixtures and fittings for $35 000.

2  Receipts from credit customers were $290000.
Payments to credit suppliers were $193000.

Payments for wages and other operating expenses were $80 000.

All sales and purchases were on credit.

REQUIRED

(a) Calculate the balance on the bank account at 31 December 2016.

Receipts

Closing balance

© UCLES 2017 0452/12/0/N17
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Additional information

1  The directors agreed on the following depreciation policy.
Buildings 1% per annum
Vehicles 25% per annum
Fixtures and fittings 10% per annum
A full year’s depreciation was to be provided in the year of purchase.

2 On 31 December 2016 the company had the following assets and liabilities.

$
trade receivables 20000
trade payables 25000
prepaid expenses 10000
inventory 21000
REQUIRED

(b) Prepare the income statement for the year ended 31 December 2016.

HS Limited
Income Statement for the year ended 31 December 2016

© UCLES 2017 0452/12/0/N17
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(c) Prepare the statement of financial position at 31 December 2016.

© UCLES 2017
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The directors of HS Limited are worried that the company has not paid a dividend during the year.
REQUIRED

(d) Name the financial statement in which any dividend paid would have been recorded.

HS Limited had a percentage of gross profit to revenue which was lower than the industry average
and a percentage of profit to revenue which was higher than the industry average.

REQUIRED
(e) Suggest one reason for each of these differences.

Percentage of gross profit to revenue

[Total: 30]
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6 Tyler had the following assets and liabilities on 31 July 2017.

trade payables
other payables
non-current assets
inventory

trade receivables
other receivables
bank overdraft

Tyler was concerned about his working capital position.

REQUIRED

(a) State how working capital is calculated.

$
2900
900
8200
3000
2200
400
600

© UCLES 2017 0452/12/0/N17
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(e) Complete the following table stating the effect on working capital and owner’s capital of each

transaction. Where a transaction has no effect, write ‘No Effect’.

The first one has been completed as an example.

working capital

owner’s capital

1 | introduced $2000 capital in the
form of cash

increase $2000

increase $2000

2 | received a long term loan,
$500

3 | bought inventory, $400, on
credit

4 | sold goods costing $100 for
$180 cash

(f) State which transaction increased capital employed without affecting profit.

(6]

© UCLES 2017 0452/12/0/N17

[Total: 16]



20

BLANK PAGE

Permission to reproduce items where third-party owned material protected by copyright is included has been sought and cleared where possible. Every
reasonable effort has been made by the publisher (UCLES) to trace copyright holders, but if any items requiring clearance have unwittingly been included, the
publisher will be pleased to make amends at the earliest possible opportunity.

To avoid the issue of disclosure of answer-related information to candidates, all copyright acknowledgements are reproduced online in the Cambridge International
Examinations Copyright Acknowledgements Booklet. This is produced for each series of examinations and is freely available to download at www.cie.org.uk after
the live examination series.

Cambridge International Examinations is part of the Cambridge Assessment Group. Cambridge Assessment is the brand name of University of Cambridge Local
Examinations Syndicate (UCLES), which is itself a department of the University of Cambridge.

© UCLES 2017 0452/12/0/N17



Cambridge International Examinations
Cambridge International General Certificate of Secondary Education

Cambridge

IGCSE

CANDIDATE
NAME

CENTRE CANDIDATE
NUMBER NUMBER

ACCOUNTING 0452/13

Paper 1 October/November 2017
1 hour 45 minutes

Candidates answer on the Question Paper.

No Additional Materials are required.

READ THESE INSTRUCTIONS FIRST

Write your Centre number, candidate number and name on all the work you hand in.
Write in dark blue or black pen.

You may use an HB pencil for any diagrams or graphs.

Do not use staples, paper clips, glue or correction fluid.

DO NOT WRITE IN ANY BARCODES.

Answer all questions.
You may use a calculator.

Where layouts are to be completed, you may not need all the lines for your answer.
The businesses mentioned in this Question Paper are fictitious.

At the end of the examination, fasten all your work securely together.
The number of marks is given in brackets [ ] at the end of each question or part question.

This document consists of 19 printed pages and 1 blank page.

CAMBRIDGE

International Examinations [Turn over

DC (ST) 136167/4
© UCLES 2017




There are 10 parts to Question 1.

For each of the parts (a) to (j) below there are four possible answers, A, B, C and D. Choose the one
you consider correct and place a tick (v) in the box to indicate the correct answer.

1 (a) Which statement describes a purpose of accounting?

A

Cc

D

to check the arithmetical accuracy of the double entry
to ensure that all transactions are recorded
to know the balances on individual customers’ and suppliers’ accounts

to provide a calculation of profit

(1]

(b) A credit customer buys goods with a list price of $1000. Trade discount is 30% and cash
discount is 10%.

Which amount is entered in the customer’s account to record the sale?

A

$600
$630
$700

$900

(c) Where is discount allowed recorded?

A

Cc

D

on the credit side of the purchases ledger control account
on the credit side of the sales ledger control account
on the debit side of the purchases ledger control account

on the debit side of the sales ledger control account

(d) Ann’s statement of financial position includes the following:

1 an amount paid by Ann for a service which has not yet been received
2 an amount received by Ann for a service which Ann has not yet provided

3 the value of a service received by Ann for which payment has not yet been made

Which item(s) are included in ‘other payables’?

A

© UCLES 2017
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3 only
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(e) Hiro wishes to increase his provision for doubtful debts at the end of the year.

3

How does he record this increase?

debit entry

credit entry

bad debts provision for doubtful debts

provision for doubtful debts

bad debts

income statement

provision for doubtful debts

O O W >

provision for doubtful debts

income statement

(1]

(f) Thang bought goods costing $20 each. At the end of the year Thang valued inventory of
unsold goods at the selling price of $30 each.

What is the effect of this valuation?

A

Cc

D

profit is overstated
profit is understated
purchases are overstated

purchases are understated

(g) The directors of a limited company increased the general reserve.

Which item decreased?

A

© UCLES 2017

balance at bank
ordinary share capital
preference share capital

retained earnings
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4

(h) Atrader provided the following information at the end of the first year of trading.

$
revenue 5000
profit for the year 500
expenses 1400
closing inventory 800
What were the purchases for the year?
A $2300
B $3900
C $4900
D $6700 (1]

(i) Atrader had a percentage of gross profit to revenue (gross profit margin) of 30%.
His purchases for the year were $3400 and his inventory increased by $400.

What was his revenue for the year (to the nearest dollar)?

A $3900
B $4286
C $4940
D $5429 (1]

(i) When is financial information considered to be relevant?

A when it affects business decisions

B when it can be compared with other periods

C when it can be understood by the users

D whenitis free from error and bias (1]

[Total: 10]
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2 (a) State the meaning of owner’s equity.

(b) Name the accounting principle applied in each of the following situations.

Principle

A trader withdraws goods for his own use and
records this in the drawings account.

A book-keeper writes off debts which will not be
paid to the business.

An accountant does not include staff morale as
an asset in the statement of financial position.

A business uses the double entry system of
book-keeping to record transactions.

(4]

(c) Name the ledger in which the purchases account is found.

(e) Complete the following sentence.

ltems which a business owns or which are owed to the business are known as

.................................................. : (1]
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Jake manufactures CD players. He has a credit customer, Rashida. They have exchanged an
invoice, a debit note, a credit note and a statement of account.

REQUIRED

(f) Complete the following table for the documents exchanged between Jake and Rashida. The
first item has been completed as an example.

document reason for issue name of person issuing document
L to record goods sold on
invoice ; Jake
credit
debit note
credit note
statement of account

[6]

(g) Complete the following table by writing True or False against each statement.

True or False

Work in progress may appear in Jake’s manufacturing account.

Prime cost appears in Jake’s income statement.

Jake’s business is a service business.

© UCLES 2017
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7

The bank columns of Kang-Dae’s cash book had a debit balance brought down of $1310 on
1 June 2017. The bank statement at the same date showed a credit balance of $790.

When Kang-Dae compared the cash book with the bank statement he found the following.
Items on the bank statement not in the cash book

bank charges, $60

credit transfer, $540, from Nigel, a credit customer

standing order for rent payable, $1000

direct debit paid to electricity company, $400
Items in the cash book not on the bank statement

cheque to Hachiro, a supplier, $700

cash paid in, $620

Kang-Dae also discovered that a payment, $320, for insurance had been entered in the cash book
twice in error.

REQUIRED

(a) State what is meant by a ‘bank statement’.

(b) Update the bank columns of Kang-Dae’s cash book on 1 June 2017. Balance the cash book
and bring down the balance.

Kang-Dae
Cash book (bank columns only)
Date Details $ Date Details $
[7]
0452/13/0/N/17 [Turn over
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8
(c) Prepare the bank reconciliation statement at 1 June 2017.

Kang-Dae
Bank reconciliation statement at 1 June 2017

............................................................................................................................................... [6]
(d) State two differences between a bank overdraft and a bank loan

1 PP

2SSOSR

............................................................................................................................................... [2]
(e) Name the section of the statement of financial position where a 5-year bank loan would

appear.

............................................................................................................................................... [1]

[Total: 17]
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4 Bayani depreciates his fixtures and fittings using the straight line (equal instalment) method of
depreciation. He provides a full year’s depreciation in the year of purchase and none in the year of
disposal. He provided the following information.

fixtures and fittings

cost accumulated
depreciation
$ $
at 31 December 2013 42600 12780
at 31 December 2014 42600 17040

There were no additions or disposals during the year ended 31 December 2014.
REQUIRED

(a) Calculate the rate of depreciation Bayani is applying.

Additional information
On 1 May 2015 Bayani bought new fixtures and fittings, cost $12000, paying by cheque.

On 1 August 2016 he sold old fixtures and fittings, which had cost $10000 and on which four
years’ depreciation had been provided. The purchaser paid Bayani in cash.

REQUIRED
(b) Name the books of prime (original) entry used on 1 May 2015 and 1 August 2016.

1 May 2015

© UCLES 2017 0452/13/0/N/17 [Turn over
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(c) Complete the following table by inserting the amounts to be shown in the financial statements.
Show your workings in the spaces provided.

workings $

fixtures and fittings at cost on
31 December 2015

fixtures and fittings at cost on
31 December 2016

depreciation charge for the year
ended 31 December 2015

accumulated depreciation at
31 December 2015

depreciation charge for the year
ended 31 December 2016

accumulated depreciation at
31 December 2016

[12]

(d) State the double entry needed to record the depreciation charge for the year ended
31 December 2015.

debit entry credit entry

(2]

(e) State the double entry needed to eliminate the accumulated depreciation on the fixtures and
fittings sold on 1 August 2016.

debit entry credit entry

(2]

© UCLES 2017 0452/13/0/N/17
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(f) Name one method of depreciation, other than the straight line (equal instalment) method,
and explain how it is calculated.

N E T a0 [=30 i 1.2 1=] (Lo Yo IR

Y/ [=Y1gT0Te o] i or=1 o101 F-11Te] o UTTURTRT P TRR

Additional information

Bayani also bought a motor vehicle. The costs relating to the purchase were as follows:

$
cost of vehicle 17200
number plates 120
fuel 80
insurance of vehicle 450

REQUIRED

(g) Complete the following table, indicating with a tick (v) whether each item is a capital
expenditure or a revenue expenditure.

capital expenditure | revenue expenditure

cost of vehicle

number plates

fuel

insurance of vehicle

[4]

(h) Give one example of a capital receipt.

[Total: 30]
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5 Satish has a financial year end of 30 June. On 30 June 2017 he prepared the following trial

balance.
Satish
Trial Balance at 30 June 2017
Debit Credit
$ $
Revenue 53030
Purchases 33200
Fixtures and fittings 12000
Provision for depreciation
on fixtures and fittings 3000
Trade receivables 3100
Trade payables 1900
Inventory at 1 July 2016 4450
Rent 6000
Wages 2800
Other operating expenses 4180
Drawings 10900
Capital 14200
Bank 600
76630 72730

Additional information

1 Satish calculated a draft gross profit for the year ended 30 June 2017 of $20000. This
calculation used a valuation of closing inventory of $4620.

2 Depreciation for the year, $1500, had yet to be provided.

The books of account contained errors and the totals of the trial balance did not agree. Satish
therefore opened a suspense account, and then discovered the following errors.

1 Asale on credit, $400, had been completely omitted from the books.

2 Closing inventory included $550 for inventory which had been damaged and now had no
value, but this had not been written off.

3 The purchases journal for June had been undercast by $100.

4  Capital introduced of $2000 had been correctly entered in the cash book but debited in the
drawings account.

© UCLES 2017 0452/13/0/N/17
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REQUIRED

(a) Prepare the suspense account, showing the opening balance and the entries correcting the

errors.
Satish
Suspense account
Date Details $ Date Details $

[4]

(b) (i) Complete the following statement to calculate the correct gross profit for the year. Where
an error has no effect on gross profit, place a tick (v) in the No Effect column.

Satish
Statement of correction of gross profit for the year ended 30 June 2017

No Effect Increase Decrease
$ $ $
Draft gross profit 20000
Error 1
Error 2
Error 3
Error 4

Corrected gross profit

(8]

© UCLES 2017 0452/13/0/N/17 [Turn over
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(i) Calculate the profit for the year ended 30 June 2017.

© UCLES 2017 0452/13/0/N/17
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(c) Prepare Satish’s statement of financial position at 30 June 2017.

© UCLES 2017

Satish
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Statement of financial position at 30 June 2017

[10]

[Total: 27]
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6 Amina and Samara are in partnership. Their partnership agreement states that interest on capital
is paid at the rate of 10% per annum and that profits and losses are shared in the ratio of 3:2
respectively.

The following information is available.

$
At 1 July 2016
Capital accounts
Amina 50000
Samara 20000
Current accounts
Amina 4000 credit
Samara 3000 credit
For the year ended 30 June 2017
Profit for the year 17500
Drawings
Amina 8000
Samara 12000
On 1 January 2017 Amina introduced additional capital of $10000 into the partnership in the form
of cash.
REQUIRED

(a) State what is meant by a ‘partnership’.

© UCLES 2017 0452/13/0/N/17



(b) Prepare the appropriation account for the year ended 30 June 2017.

© UCLES 2017

17

Amina and Samara
Appropriation Account for the year ended 30 June 2017

0452/13/0/N/17
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(c) Prepare the following ledger accounts for the year ended 30 June 2017. Balance the accounts
and bring down the balances on 1 July 2017.

Amina and Samara
Capital accounts

Date

Details

Date

Details

Current accounts

Date

Details

Samara

Date

Details

Samara

© UCLES 2017
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(d) Explain how the financial statements would have been affected if Amina had made a loan to
the partnership instead of introducing additional capital.

Amina is not happy that Samara’s drawings are greater than hers. Samara says she is entitled
to take out of the business more drawings than Amina because she does a greater share of the
work.

REQUIRED

(e) Explain two reasons why Amina is not happy that Samara’s drawings are greater than hers.

[Total: 19]
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1 Zodwa is a trader. She maintains a full set of accounting records. Her financial year ends on

31 July.

2

She provided the following information on 31 July 2017.

1

No entry has been made for $720 cash received from Brian, a credit customer. The balance of

his account is irrecoverable and should be written off.

A cheque for $118 was received from AL Stores whose account was written off in 2015.

Rent prepaid amounted to $400. One quarter of the rent for the year relates to Zodwa'’s flat

above the business premises.

Commission receivable outstanding amounted to $150.

The fixtures originally cost $40000 and are to be depreciated by 15% per annum using the

reducing (diminishing) balance method.

REQUIRED

(a) Record this information in the following accounts of Zodwa’s ledger at 31 July 2017.

Close the accounts by balancing or by making a transfer to an appropriate account.

Some entries have already been made in the accounts during the year.

Brian account

© UCLES 2017

Date Details $ Date Details $
2016
Aug 1 Balance b/d TOOO | ..cooovvvvvie | eeeeeeeeeeeeeeeeeeeeeeeeeees | s

Bad debts account

Date Details $ Date Details $
2017
July 31 | Total to date 990 | oot | s | e
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Bad debts recovered account

3

Date Details $ Date Details $
Rent account
Date Details $ Date Details $
2017
July 31 | Total paid 5200 | cooooiieeeies | e | e,
Drawings account
Date Details $ Date Details $
2017
July 31 | Total to date 9650 | .oooiiie | e | e
0452/21/0/N/17
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4

Commission receivable account

Date Details $ Date Details $
2017
........................................................... July 31 Total to date 890

Provision for depreciation of fixtures account

Date Details $ Date Details $
2016
........................................................... Aug 1 Balance b/d 11100

[15]
On 31 July 2017 Zodwa decided to create a provision for doubtful debts.
REQUIRED
(b) Explain the meaning of the term provision for doubtful debts.
.............................................................................................................................................. [2]

© UCLES 2017 0452/21/0/N/17
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(d) State the double entry required to create a provision for doubtful debts.

debit credit

(2]

(e) State how Zodwa would be applying the principle of prudence if she maintained a provision
for doubtful debts.

(f) State how Zodwa would be applying the principle of accruals (matching) if she maintained a
provision for doubtful debts.

.............................................................................................................................................. [2]
(g) Suggest two ways in which Zodwa could reduce the amount of bad debts.

3 PSPPSR

2SS

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

[Total: 26]
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2 Mahendra’s financial year ends on 31 August. He buys and sells on both cash and credit terms
and maintains a full set of accounting records.

Mahendra prepares control accounts at the end of each month.
REQUIRED
(a) Complete the following table. Use a tick (v) to show where each of the following items would

appear in Mahendra’s sales ledger control account. If the item does not appear place a tick in
the “no entry” column.

debit credit no entry

opening balance owed by credit customers

credit sales

cash sales

provision for doubtful debts

bad debts written off

cash discount allowed to credit customers

trade discount allowed to credit customers

contra between sales and purchases ledgers

cash received from credit customers

9]

(b) Name the book of prime (original) entry which Mahendra would use to obtain the following
information when preparing his purchases ledger control account.

book of prime (original) entry

returns to credit suppliers

discount received

interest charged by credit supplier

contra entry to sales ledger control account

(4]
(c) (i) State the meaning of a contra entry in connection with control accounts.
...................................................................................................................................... [1]
(i) State why such an entry may be necessary.
...................................................................................................................................... [1]
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(d) Suggest two reasons why it is possible to have a debit balance on a purchases ledger control
account.

On 31 August 2017 Mahendra’s trade receivables amounted to $20520. He allows his credit
customers 30 days credit.

The sales for the year ended 31 August 2017 were $229 000, of which $42300 represented cash
sales.

REQUIRED

(e) (i) State the formula for the calculation of the trade receivables collection period.

(ii) Calculate the trade receivables collection period. Round up your answer to the next
whole day.

© UCLES 2017 0452/21/0/N17 [Turn over
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Mahendra is allowed 21 days credit by his credit suppliers. His trade payables payment period
was calculated at 20 days at 31 August 2016 and 30 days at 31 August 2017.

REQUIRED

(g) State the formula for the calculation of the trade payables payment period.

[Total: 25]
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Question 3 is on the next page.
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3 The financial year of the AS Sports Club ends on 30 September.

In addition to providing sporting facilities, the club also sells sportswear to members. No inventory
is held as all goods are bought and sold to order, on a cash basis.

The treasurer provided the following information.

At 1 October 2016

$
Equipment at cost 22000
Provision for depreciation of equipment 4400
Subscriptions owing by members 600
Cash at bank 610
Insurance prepaid 60
Bank loan (repayable 2020) 7000
Accumulated fund ?

The receipts and payments account for the year ended 30 September 2017 was as follows.

Receipts $ Payments $
Balance 1 October 2016 610 Equipment 8000
Sale of sportswear 3510 Purchase of sportswear 2410
Subscriptions 12540 Rates and insurance 1500
Receipts from open day 4180 Expenses of open day 5250
Balance 30 September 2017 760 Rent of sports ground 1800
General expenses 2640
21600 21600

At 30 September 2017

1 Subscriptions owing by members amounted to $240 and subscriptions prepaid by members
amounted to $180.

2 Loan interest at 5% per annum was outstanding.

3 The equipment is depreciated at 20% per annum based on the cost of equipment held at the
end of each financial year.

REQUIRED

(a) Calculate the subscriptions for the year ended 30 September 2017.

© UCLES 2017 0452/21/0/N/17
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(b) Prepare the income and expenditure account for the year ended 30 September 2017.

© UCLES 2017

AS Sports Club
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Income and Expenditure Account for the year ended 30 September 2017
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(c) Prepare the statement of financial position at 30 September 2017.

© UCLES 2017
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Statement of Financial Position at 30 September 2017
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(d) Explain why the outstanding loan interest should not be credited to the loan account.

[Total: 25]
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Inventory

Trade payables
Trade receivables
Petty cash

Bank overdraft

REQUIRED

14

Hanif’s financial year ends on 31 July. He provided the following information on 31 July 2017.

$
87500
81500
56200

100
17100

(a) Calculate the current ratio. The calculation should be correct to two decimal places.

(d) Suggest two reasons why the quick ratio is lower than it was at the end of the previous

financial year.

© UCLES 2017
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(e) Suggest two problems Hanif may encounter if his working capital is inadequate.

(f) Complete the table by placing a tick (v) in the correct column to show how each of the
following transactions would affect the current ratio and the quick ratio.

The first one has been completed as an example.

current ratio quick ratio

increase | decrease | no effect | increase | decrease | no effect

introduce $20000

" . v v
additional capital

obtain short-term
bank loan $10000

sell half the
inventory at cost

price
[4]
Hanif provided the following information for the year ended 31 July 2017.
$

Revenue 999750
Cost of sales 765990
Inventory at 31 July 2017 was $15500 more than the inventory at 1 August 2016.
REQUIRED
(g) State the formula for the calculation of the rate of inventory turnover (in times).

.............................................................................................................................................. [1]

(h) Calculate the rate of inventory turnover (in times). The calculation should be correct to two
decimal places.
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(i) Suggest two reasons why the rate of inventory turnover is lower than it was in the previous
year.

[Total: 19]
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Question 5 is on the next page.
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5 The financial year of CP Limited ends on 30 September.

The following information is available.

On 1 October 2016 $
Ordinary shares of $1 each 500000
General reserve 11000
Retained earnings 14000
3% Debentures (repayable 2031) 75000

REQUIRED

(a) Calculate the return on capital employed (ROCE) at 1 October 2016. Use a profit of $43000.
The calculation should be correct to two decimal places.

On 2 October 2016 an additional 100000 ordinary shares of $1 were issued. These shares
qualified for dividends relating to the financial year ended 30 September 2017.

The following dividends were paid.

2016 $
December 31 Payment of final ordinary share dividend

for the year ended 30 September 2016 25000
2017
June 30 Payment of interim ordinary share dividend

for the year ended 30 September 2017 15000

The profit for the year ended 30 September 2017 before debenture interest was $71 000.

On 30 September 2017 a transfer was made of $5000 to general reserve. On that date a final
ordinary share dividend for the year ended 30 September 2017 of $30000 was proposed.

REQUIRED

(b) Calculate the percentage (%) final ordinary share dividend for the year ended
30 September 2016.

© UCLES 2017 0452/21/0/N/17
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(c) Calculate the percentage (%) total ordinary share dividend for the year ended
30 September 2017.

.............................................................................................................................................. [3]
(d) Calculate the profit for the year ended 30 September 2017 after debenture interest.
.............................................................................................................................................. [2]
(e) Prepare the statement of changes in equity for the year ended 30 September 2017.
CP Limited
Statement of Changes in Equity for the year ended 30 September 2017
Ordinary General Retained Total
share reserve earnings
capital
$ $ $ $
On 1 .0ctober 2016 | ooiiiiiiviieee | cevvriiiiieeeees | e | rreaaee e
On 30 September 2017 | oeeeiicciiiees | eeeriiiieeee s | rieeeeae e | eeeeeee e e
[7]
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CP Limited wants to expand and requires $300000. It is considering raising the funds from either
issuing additional 3% debentures or issuing 4% preference shares.

REQUIRED

(f) State two features of debentures.

PSPPSRSO
2 et e eeeeeeeeeeeeeeieeeeeeieseeeesisseseeeiesseeesesstsseeeisstseesissteeeeiastteesanttteeaaaarteeaareeeeeaanrreeeaannes
.............................................................................................................................................. [2]
(g) State two features of preference shares.
1 PSPPSRSO
2 et eeeee oo eeeeeeeeeeeeeeaseeeeeateeeeeaasteeeeeansteeeeaasteeeeaanaeeeeannaeeeeeaneeeeeaanneeeeaanaeeeeaanneeeeeanreeeeannnes
.............................................................................................................................................. [2]
(h) Complete the following table to indicate the effect of issuing debentures.
Where there is no effect, place a tick (v') in the column headed “no effect”.
The first item has been completed as an example.
increase decrease no effect
$ $
effect on current assets 300000
effect on non-current liabilities
effect on profit for the year
effect on profit available for ordinary shareholders
effect on equity
(5]

[Total: 25]
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1 Saffie is a trader. She maintains a three column cash book and also a petty cash book. The
imprest amount is $150. All payments below $100 are made from petty cash.

Saffie had the following transactions in September 2017.

September 1 Petty cash imprest restored from the business bank account
3 Paid taxi fare, $12
7 Paid $461 by cheque for repairs to office machinery
11 Purchased office stationery, $64

15 Acheque for $210 received from SL Stores in August was
dishonoured by the bank

21 Paid Faariqga, a credit supplier, $29

26 Received a cheque from Thushari, $392, in settlement of the
amount due less 2% cash discount

28 Cash sales, $4840, of which $4800 was immediately paid into
the bank

29 Paid Sopitha’s account of $480 after deducting a cash
discount of 20 %

30 Paid postage, $22

REQUIRED

(a) Record the above transactions in the following books which appear on the next two pages.
Balance each book and bring down the balances on 1 October 2017.

(i) Petty cash book [9]

(ii) Cash book (10]
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5
On 30 September 2017 Saffie’s bank statement showed an overdraft of $4649. She compared
the cash book with her bank statement and found that the bank had not recorded the transactions
shown in the cash book on the following dates.
September 26
28
29

In addition, the bank had debited Saffie’s business bank account with $50 which should have
been debited to her personal bank account.

REQUIRED
(b) Prepare a bank reconciliation statement at 30 September 2017.

Saffie
Bank Reconciliation Statement at 30 September 2017

[Total: 25]
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2 Mustafa opened a garment factory on 1 August 2016.

On that date he purchased the following non-current assets.

$
Premises 210000
Factory machinery 92000
Office fixtures and equipment 29800
Loose tools 19600

Mustafa decided to revalue the loose tools at the end of each financial year and also decided
that no depreciation would be charged on premises. The other non-current assets are to be
depreciated using the straight line (equal instalment) method of depreciation at the following rates.

Factory machinery at 20% per annum
Office fixtures and equipment at 15% per annum

During his first year of trading, Mustafa purchased raw materials costing $447 400 (of which $1800
were returned to the supplier) and finished goods costing $22200. His sales of finished goods
amounted to $998 500.

Mustafa made the following payments during the year ended 31 July 2017.

$
Wages — factory operatives 287400
factory supervisors 101150
office staff 75790
General expenses 13400
Rates and insurance 12600
Carriage inwards 2590
Carriage outwards 2180
At 31 July 2017 $
Inventories were valued at
Raw materials 62200
Work in progress 38200
Finished goods 69700
Loose tools were valued at 18100
Wages of factory operatives accrued 3760

The general expenses are to be apportioned % to the factory and 4 to the office.

The rates and insurance are to be apportioned %5 to the factory and s to the office.

© UCLES 2017 0452/22/0/N/17
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(a) Prepare the manufacturing account for the year ended 31 July 2017.
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8
(b) Calculate the cost of sales for the year ended 31 July 2017.

Mustafa wants to expand his business and needs to obtain long-term funds to finance this. He
decided to apply for a 10-year bank loan.

REQUIRED

(c) Suggest one disadvantage of raising funds by means of a bank loan.

............................................................................................................................................... [1]
(d) Suggest two other ways of raising long-term funds.

L USSP SR UPRRP

2 e e e ee e teeeeeeeeaheeeeteeeeahteeateeeateeeateeeateeeanteeeanteeeaneeeeaneeeeaneeeeneeeaaseeeaneeeareeeaneeaas

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

[Total: 20]
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3  Zikriis a retailer. His financial year ends on 31 August.

Ashley pays Zikri a commission on goods purchased from Ashley by Zikri’'s customers. The

commission is paid quarterly in arrears.

Zikri provided the following information:

$

Commission outstanding on 1 September 2016 495
Cheques received

4 September 2016 495

3 December 2016 515

5 March 2017 374

2 June 2017 404
Commission outstanding on 31 August 2017 392

REQUIRED

(a) Prepare the commission receivable account in the ledger of Zikri for the year ended

31 August 2017. Balance the account and bring down the balance on 1 September 2017.

Zikri
Commission receivable account

Details

Date

Details

© UCLES 2017
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On 1 January 2017 Zikri rented premises at an annual rent of $9600, payable six-monthly in
advance.

Rent was paid by cheque on 1 January 2017 and 1 July 2017.

REQUIRED

(b) Prepare the rent account in the ledger of Zikri for the year ended 31 August 2017. Balance
the account and bring down the balance on 1 September 2017.

Zikri
Rent account
Date Details $ Date Details $
[4]
© UCLES 2017 0452/22/0/N/17 [Turn over
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The following account appeared in Zikri’s ledger.

Stationery account

Date Details $ Date Details $
2016 2017
Sept 1 | Balance b/d 84 | July 31 | Drawings 15
2017
Feb 8 | XY Limited 212

On 31 August 2017 the inventory of stationery was valued at $76.

REQUIRED

(c) Explain each entry in the stationery account.
State where the double entry for each transaction would be made.
Balance b/d 1 September 2016
4] = =1 1o o
DOUDBIE ENEFY ..ot e e e e e e e e e e e e e e e s
XY Limited 8 February 2017
EXPIANATION ...t e e e e e e e e e e e e e s
DOUDIE BNIIY . e
Drawings 31 July 2017
EXPIANATION ...t e e e e e e e e e e e e e e e s
DOUDIE BNIIY e [6]

(d) Calculate the amount which would be transferred from the stationery account to the income
statement on 31 August 2017.

© UCLES 2017 0452/22/0/N/17
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(e) Name the section of the statement of financial position at 31 August 2017 in which the balance
of the stationery account should be included.

After the preparation of Zikri’s financial statements for the year ended 31 August 2017 some errors
were discovered.

REQUIRED

(f) Complete the following table to indicate the effect of each error on the gross profit and the
profit for the year. Where the error does not affect the profits write No Effect.

The first one has been completed as an example.

Error Effect on gross Effect on profit for
profit the year
General expenses omitted from income No Effect Overstated

statement

Opening inventory over-valued

Wages account over-added

Sales returns omitted from income
statement

Carriage inwards included in the
expenses in the income statement

Purchases returns added to the
purchases

[10]

[Total: 28]
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4 Rashida is a wholesaler. Her financial year ends on 30 September. She provided the following
information.

$
At 1 October 2016
Fixtures and fittings at cost 65000
Provision for depreciation of fixtures and fittings 23500
Office equipment at valuation 21000
Inventory 37150
Trade receivables 34800
During the year ended 30 September 2017
Revenue 572000
Purchases 455900
Returns by customers 1840
Returns to suppliers 2750
Payments by cheque
Carriage inwards 6940
Wages 74200
General expenses 1300
Rates and insurance 2800
Loan interest 400
Office equipment 2800

Additional information

1

2

Inventory at 30 September 2017 was valued at $41 160.
A loan of $20000 was received on 1 April 2017. Interest is charged at 6% per annum.

Rashida lives in a flat above the business premises. One quarter of the rates and insurance
relate to the flat.

The fixtures and fittings are being depreciated at the rate of 20% per annum using the
reducing (diminishing) balance method.

The office equipment is revalued at the end of each financial year. The value at
30 September 2017 was $20600.

The trade receivables include $300 which should be written off. A provision for doubtful debts
of 2% of the remaining amount should be created.

© UCLES 2017 0452/22/0/N/17
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(a) Prepare the income statement for the year ended 30 September 2017.

© UCLES 2017
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(b) Explain how the accruals (matching) principle has been applied in the preparation of the

income statement. Support your answer by reference to one of the items in your answer
to (a).

(c) Explain how the business entity principle has been applied in the preparation of the income
statement. Support your answer by reference to one of the items in your answer to (a).

Rashida was disappointed with the performance of her business in the year ended
30 September 2017 and decided to compare her financial statements with those of another
business.

REQUIRED

(d) Explain two factors Rashida should consider when comparing her financial statements with
those of another business.

[Total: 22]
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5 Ben opened a retail store on 1 April 2017. He introduced the following into the business.

$
Inventory 15200
Shop fittings 14300
Cash 17900 (of which $17 400 was paid into a business bank account)

On the same day, Ben received a business start-up loan of $15000 which was paid into the

business bank account. Interest at 5% per annum was payable at six-monthly intervals.

REQUIRED

(a) Prepare the opening journal entry. A narrative is not required.

Ben
Journal

© UCLES 2017
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The following transactions took place in September 2017.

September 3

REQUIRED

Goods taken by Ben for personal use, $430

Invoice received from EF Limited for office equipment, $1900

(b) Prepare journal entries to record these transactions. Narratives are required.

Ben
Journal

Credit

© UCLES 2017
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(c) Explain each of the following terms and give one example of each.
Capital expenditure
EXPIANATION ...ttt e e e e e e e e e r e e e s
= 0 ] ) [
Revenue expenditure

[y q o] F=T g F= (o] o H P EPPPR PP

Revenue receipts

[ q ] = =1 1o o

Question 5(d) is on the next page.
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On 30 September 2017 Ben calculated his profit for his first six months of trading. The following
errors were then discovered.

Error 1 $500 received from the sale of old shop fittings (book value $550) was debited to the
cash account and credited to the sales account. No other entries were made to record
this disposal.

Error 2 6 months’ loan interest was treated as part-repayment of the loan.

Error 3 The shop fittings account was debited with $1450. Of this $1300 was for new shop
fittings and the balance was for repairs.

REQUIRED

(d) Complete the following table to indicate the effect of each of the errors. The first one has
been completed as an example.

Effect on assets Effect on liabilities Effect on profit
Overstated | Understated | Overstated | Understated | Overstated | Understated
$ $ $ $ $ $
Error 1 550 - - - 450 -
Error 2
Error 3

(8]

[Total: 25]
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1 Zodwa is a trader. She maintains a full set of accounting records. Her financial year ends on

31 July.

2

She provided the following information on 31 July 2017.

1

No entry has been made for $720 cash received from Brian, a credit customer. The balance of

his account is irrecoverable and should be written off.

A cheque for $118 was received from AL Stores whose account was written off in 2015.

Rent prepaid amounted to $400. One quarter of the rent for the year relates to Zodwa'’s flat

above the business premises.

Commission receivable outstanding amounted to $150.

The fixtures originally cost $40000 and are to be depreciated by 15% per annum using the

reducing (diminishing) balance method.

REQUIRED

(a) Record this information in the following accounts of Zodwa’s ledger at 31 July 2017.

Close the accounts by balancing or by making a transfer to an appropriate account.

Some entries have already been made in the accounts during the year.

Brian account

© UCLES 2017
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2016
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Bad debts account

Date Details $ Date Details $
2017
July 31 | Total to date 990 | oot | s | e
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Bad debts recovered account

3

Date Details $ Date Details $
Rent account
Date Details $ Date Details $
2017
July 31 | Total paid 5200 | cooooiieeeies | e | e,
Drawings account
Date Details $ Date Details $
2017
July 31 | Total to date 9650 | .oooiiie | e | e
0452/23/0/N/17
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Commission receivable account

Date Details $ Date Details $
2017
........................................................... July 31 Total to date 890

Provision for depreciation of fixtures account

Date Details $ Date Details $
2016
........................................................... Aug 1 Balance b/d 11100

[15]
On 31 July 2017 Zodwa decided to create a provision for doubtful debts.
REQUIRED
(b) Explain the meaning of the term provision for doubtful debts.
.............................................................................................................................................. [2]

© UCLES 2017 0452/23/0/N/17



5

(d) State the double entry required to create a provision for doubtful debts.

debit credit

(2]

(e) State how Zodwa would be applying the principle of prudence if she maintained a provision
for doubtful debts.

(f) State how Zodwa would be applying the principle of accruals (matching) if she maintained a
provision for doubtful debts.

.............................................................................................................................................. [2]
(g) Suggest two ways in which Zodwa could reduce the amount of bad debts.

3 PSPPSR

2SS

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

[Total: 26]
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2 Mahendra’s financial year ends on 31 August. He buys and sells on both cash and credit terms
and maintains a full set of accounting records.

Mahendra prepares control accounts at the end of each month.
REQUIRED
(a) Complete the following table. Use a tick (v) to show where each of the following items would

appear in Mahendra’s sales ledger control account. If the item does not appear place a tick in
the “no entry” column.

debit credit no entry

opening balance owed by credit customers

credit sales

cash sales

provision for doubtful debts

bad debts written off

cash discount allowed to credit customers

trade discount allowed to credit customers

contra between sales and purchases ledgers

cash received from credit customers

9]

(b) Name the book of prime (original) entry which Mahendra would use to obtain the following
information when preparing his purchases ledger control account.

book of prime (original) entry

returns to credit suppliers

discount received

interest charged by credit supplier

contra entry to sales ledger control account

(4]
(c) (i) State the meaning of a contra entry in connection with control accounts.
...................................................................................................................................... [1]
(i) State why such an entry may be necessary.
...................................................................................................................................... [1]

© UCLES 2017 0452/23/0/N/17
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(d) Suggest two reasons why it is possible to have a debit balance on a purchases ledger control
account.

On 31 August 2017 Mahendra’s trade receivables amounted to $20520. He allows his credit
customers 30 days credit.

The sales for the year ended 31 August 2017 were $229 000, of which $42300 represented cash
sales.

REQUIRED

(e) (i) State the formula for the calculation of the trade receivables collection period.

(ii) Calculate the trade receivables collection period. Round up your answer to the next
whole day.

© UCLES 2017 0452/23/0/N/17 [Turn over
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Mahendra is allowed 21 days credit by his credit suppliers. His trade payables payment period
was calculated at 20 days at 31 August 2016 and 30 days at 31 August 2017.

REQUIRED

(g) State the formula for the calculation of the trade payables payment period.

[Total: 25]
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3 The financial year of the AS Sports Club ends on 30 September.

In addition to providing sporting facilities, the club also sells sportswear to members. No inventory
is held as all goods are bought and sold to order, on a cash basis.

The treasurer provided the following information.

At 1 October 2016

$
Equipment at cost 22000
Provision for depreciation of equipment 4400
Subscriptions owing by members 600
Cash at bank 610
Insurance prepaid 60
Bank loan (repayable 2020) 7000
Accumulated fund ?

The receipts and payments account for the year ended 30 September 2017 was as follows.

Receipts $ Payments $
Balance 1 October 2016 610 Equipment 8000
Sale of sportswear 3510 Purchase of sportswear 2410
Subscriptions 12540 Rates and insurance 1500
Receipts from open day 4180 Expenses of open day 5250
Balance 30 September 2017 760 Rent of sports ground 1800
General expenses 2640
21600 21600

At 30 September 2017

1 Subscriptions owing by members amounted to $240 and subscriptions prepaid by members
amounted to $180.

2 Loan interest at 5% per annum was outstanding.

3 The equipment is depreciated at 20% per annum based on the cost of equipment held at the
end of each financial year.

REQUIRED

(a) Calculate the subscriptions for the year ended 30 September 2017.

© UCLES 2017 0452/23/0/N/17
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(b) Prepare the income and expenditure account for the year ended 30 September 2017.

© UCLES 2017
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(c) Prepare the statement of financial position at 30 September 2017.

© UCLES 2017
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(d) Explain why the outstanding loan interest should not be credited to the loan account.

[Total: 25]
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Inventory

Trade payables
Trade receivables
Petty cash

Bank overdraft

REQUIRED

14

Hanif’s financial year ends on 31 July. He provided the following information on 31 July 2017.

$
87500
81500
56200

100
17100

(a) Calculate the current ratio. The calculation should be correct to two decimal places.

(d) Suggest two reasons why the quick ratio is lower than it was at the end of the previous

financial year.

© UCLES 2017
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(e) Suggest two problems Hanif may encounter if his working capital is inadequate.

(f) Complete the table by placing a tick (v) in the correct column to show how each of the
following transactions would affect the current ratio and the quick ratio.

The first one has been completed as an example.

current ratio quick ratio

increase | decrease | no effect | increase | decrease | no effect

introduce $20000

" . v v
additional capital

obtain short-term
bank loan $10000

sell half the
inventory at cost

price
[4]
Hanif provided the following information for the year ended 31 July 2017.
$

Revenue 999750
Cost of sales 765990
Inventory at 31 July 2017 was $15500 more than the inventory at 1 August 2016.
REQUIRED
(g) State the formula for the calculation of the rate of inventory turnover (in times).

.............................................................................................................................................. [1]

(h) Calculate the rate of inventory turnover (in times). The calculation should be correct to two
decimal places.

© UCLES 2017 0452/23/0/N/17 [Turn over
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(i) Suggest two reasons why the rate of inventory turnover is lower than it was in the previous
year.

[Total: 19]
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Question 5 is on the next page.
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5 The financial year of CP Limited ends on 30 September.

The following information is available.

On 1 October 2016 $
Ordinary shares of $1 each 500000
General reserve 11000
Retained earnings 14000
3% Debentures (repayable 2031) 75000

REQUIRED

(a) Calculate the return on capital employed (ROCE) at 1 October 2016. Use a profit of $43000.
The calculation should be correct to two decimal places.

On 2 October 2016 an additional 100000 ordinary shares of $1 were issued. These shares
qualified for dividends relating to the financial year ended 30 September 2017.

The following dividends were paid.

2016 $
December 31 Payment of final ordinary share dividend

for the year ended 30 September 2016 25000
2017
June 30 Payment of interim ordinary share dividend

for the year ended 30 September 2017 15000

The profit for the year ended 30 September 2017 before debenture interest was $71 000.

On 30 September 2017 a transfer was made of $5000 to general reserve. On that date a final
ordinary share dividend for the year ended 30 September 2017 of $30000 was proposed.

REQUIRED

(b) Calculate the percentage (%) final ordinary share dividend for the year ended
30 September 2016.

© UCLES 2017 0452/23/0/N/17
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(c) Calculate the percentage (%) total ordinary share dividend for the year ended
30 September 2017.

.............................................................................................................................................. [3]
(d) Calculate the profit for the year ended 30 September 2017 after debenture interest.
.............................................................................................................................................. [2]
(e) Prepare the statement of changes in equity for the year ended 30 September 2017.
CP Limited
Statement of Changes in Equity for the year ended 30 September 2017
Ordinary General Retained Total
share reserve earnings
capital
$ $ $ $
On 1 .0ctober 2016 | ooiiiiiiviieee | cevvriiiiieeeees | e | rreaaee e
On 30 September 2017 | oeeeiicciiiees | eeeriiiieeee s | rieeeeae e | eeeeeee e e
[7]
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CP Limited wants to expand and requires $300000. It is considering raising the funds from either
issuing additional 3% debentures or issuing 4% preference shares.

REQUIRED

(f) State two features of debentures.

PSPPSRSO
2 et e eeeeeeeeeeeeeeieeeeeeieseeeesisseseeeiesseeesesstsseeeisstseesissteeeeiastteesanttteeaaaarteeaareeeeeaanrreeeaannes
.............................................................................................................................................. [2]
(g) State two features of preference shares.
1 PSPPSRSO
2 et eeeee oo eeeeeeeeeeeeeeaseeeeeateeeeeaasteeeeeansteeeeaasteeeeaanaeeeeannaeeeeeaneeeeeaanneeeeaanaeeeeaanneeeeeanreeeeannnes
.............................................................................................................................................. [2]
(h) Complete the following table to indicate the effect of issuing debentures.
Where there is no effect, place a tick (v') in the column headed “no effect”.
The first item has been completed as an example.
increase decrease no effect
$ $
effect on current assets 300000
effect on non-current liabilities
effect on profit for the year
effect on profit available for ordinary shareholders
effect on equity
(5]

[Total: 25]
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Key messages

When preparing ledger accounts labels such as BBD and BD are not acceptable. Ideally balance b/d or ¢/d
should be written.

Labelling items is extremely important when preparing income statements or statements of financial position.
Again, abbreviations such as COGS for cost of goods sold or GP and NP for gross profit and profit are not
acceptable.

Candidates should also use the correct terminology in questions concerning clubs or associations.
Candidates should always indicate where they may have re-written an answer in a different section of the

answer booklet.

General comments

Overall candidates performed well in this paper with several achieving extremely high scores. Candidates
seemed to find the written aspects slightly more challenging than the numerical questions. Candidates
frequently did not complete an answer accurately when the general approach was otherwise correct and did
not get full credit. Examples of this is in not providing correct dates in ledger accounts, not identifying correct
names of partners in an appropriation account, not indicating an overdraft balance on a bank account or
bank statement.

Comments on specific questions

Question 1

This question comprised 10 multiple choice items. There were only a few instances where candidates made
no attempt at a particular answer.

Specific questions caused more difficulty than others. They are discussed below.

(c) Candidates found this question challenging. Candidates need to revisit manufacturing accounts
and recognise what is actually being calculated in a manufacturing account.

(d) It is possible candidates did not appreciate that the question was concerned with Narinder’s draft
statement of financial position.

(h) Many candidates calculated the gross margin or the profit per cent but not the mark-up.
(i) Candidates should be encouraged to prepare a ‘T’ account where looking at entries in ledger
accounts.
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Question 2
(a) Most of the candidates answered this question correctly.
(b) This question was also answered very well. The majority of candidates understood the purpose of

a debit note citing sent for receipt of faulty goods being the most common response.

(c) Most candidates correctly identified sales returns journal as the correct book of prime entry;
however, other common answers were sales, sales returns ledger or general journal.

(d) This was reasonably well answered with most candidates using sales rather than debtors ledger.

(e) Most candidates correctly identified this as trade discount, although some did refer to ‘discount
allowed’ or ‘cash discount’.

(f) Many candidates recognised that no entry is required in the accounts to record trade discount.
Most candidates said it would appear on the sales invoice or in the sales journal. Many just said
that it would not be recorded. Incorrect answers included discount allowed account or the cash
book.

(9) This question (i) clearly proved challenging to many candidates. Many offered the sales returns
journal not recognising that is what they were given. Other responses included sales returns
ledger. The second part (ii) again saw candidates offering the sales returns journal. Relatively few
recognised that they would be entered in the customers’ individual accounts.

(h) On the whole this was well answered with the majority recognising the money measurement
principle. A small number incorrectly named the principle but did not explain money measurement.

(i) and (j) These two questions were very well answered.
Question 3

(a) Many candidates found this question challenging. The main problem was identifying that despite
being told the estimated electricity bill for the next three months as $330 only two months needed
to be accrued in the accounts. It was common to see $330/$110 brought down. Some treated this
as a prepayment of either $110 or $330. Additionally some candidates did not show any transfer to
the Income Statement. Some candidates used incorrect narratives such as ‘direct debit’ or ‘cash’
rather than ‘bank’.

(b) Most candidates did appreciate that this was based on their answer to (a) but others were more
vague saying that it is just the balance brought down.

(c) Again most candidates recognised that this was connected to (a) and answered appropriately.

(d) This question was in fact answered better than (a) with many candidates achieving full marks.
Some candidates did not get full credit as they used incorrect dates and referred to the bank entry
as ‘cheque’. There were a small number of complete reversals of the account.

(e) Most candidates correctly identified this but some used their balance from (d) even though they
were told in the question that the tenant owed $1700.

(f) A large number of candidates performed extremely well with this question. Some candidates found
it challenging possibly due to unfamiliarity with the presentation of the question. Common errors
were showing revenue as $119 000, not showing the correct dates and calling the gross profit as
‘profit’.

(9) Although many candidates correctly made reference to how well current assets could cover
liabilities or that it is the liquidity position of the business many just referred to ‘the ratio of current
assets to current liabilities’ or stated the formula.
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(h) Many candidates achieved the two marks here. Some did not adhere to the two decimal places
having calculated correctly or did not present the answer in the correct format.

(i) Candidates offered a variety of acceptable differences for this question. Weaker candidates merely
referred to differences in working capital or not enough information available.

() This was not answered well. Candidates should recognise that any improvement to working capital
must come from an alternative source not related to working capital.

Question 4

(a) On the whole candidates make reasonable attempts at updating the cash book with a number
achieving full marks. Weaker candidates were unable to distinguish which opening balance to
include; either the given cash book balance or the bank statement balance, with some candidates
entering both in the account. Other common mistakes were in the inclusion of the bank statement
adjustments in the cash book.

(b) The stronger candidates, having updated the cash book correctly in (a), had no problem with the
bank reconciliation statement. Many candidates did not recognise that whether the starting point for
the reconciliation was the cash book or the bank statement it was an overdrawn situation. Many
candidates listed various adjustments and arrived at balances that did not concur with what they
had calculated from (a) or given in the question.

(c) Many candidates did not recognise the link to (a) this question had and gave the bank statement
balance. Many candidates did give their updated balance but did not recognise either a current
liability or current asset.

(d) The vast majority of candidates could clearly explain what is meant by a dishonoured cheque and
suggest reasons for this.

(e) This question proved challenging for many. The question asked for the meaning of the imprest
system and the vast majority just explained what the imprest system is, i.e. a fixed amount, a float.
A number of candidates did identify that the fixed amount of the float would be restored on a
regular basis after expenses had been paid out, but did not give any explanation as how much this
would be or the use of vouchers or receipts for evidence. Many candidates explained that the same
amount would be reimbursed each month.

(f) Many candidates answered this question well. Other candidates restored the petty cash with $173
which was the amount remaining in petty cash after the expenses of $27.

Question 5

(a) This question was generally not answered well with many candidates only awarded one mark for
the need for a capital account. Most candidates just identified what is entered in each account and
did not explain the need to have both a capital and current account. A small number did give
appropriate explanations about the need to keep separate records of fixed capital and fluctuating
balances either due to the partner or owed to the partnership.

(b) There were mixed answers to this question, some answers were good but many responses were
confused and repeated that it was a debit balance not appreciating what it means.

(c) Many candidates were confident that interest is charged on drawings in order to reduce the level of
drawings, however, some just pointed out that it is a term in the partnership agreement or that
taking business assets means that interest needs to be charged.

(d) This question was generally well answered. However, a large number of candidates were confused
with the calculation of interest on capital for Sumit. Some candidates arrived at an answer of $3600
based on closing capital of $45 000 being held for a complete year. Other answers were based on
capital of $40000 resulting in interest of $3200. A few candidates lost marks for not identifying the
partner receiving the salary and a small number deducted or added interest on drawings and
interest on capital respectively.
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This question was not answered well. The most common mistakes were in not treating the current
account entries appropriately and reversing the current account opening balances. Many
candidates did not treat the additional capital correctly and listed it with all the other entries in the
current account. Many other candidates did not extract an overall balance for current accounts and
a final balance for capital.

Question 6

(a)

(b)
(c)

(d)
(e)

There were many very good responses to the purposes of a trial balance; the main ones being to
assist in producing financial statements and help in locating errors. Some candidates were not
precise enough with their explanations and just referred to ‘helps with accuracy’ and did not expand
further to ‘accuracy of the double entry book keeping’ or ‘accuracy of the ledger accounts’.

This was very answered with a large number of candidates identifying all three errors correctly.

Attempts at clearing the suspense account were very variable. Most candidates identified correctly
the opening balance was a credit entry. However, many candidates included items which did not
affect the balancing of the trial balance. A number of candidates gave incorrect narratives with
bank instead of rent and a total figure of $380 for returns.

The maijority recognised the connection with (¢) and answered correctly with a suitable reason.

This question was reasonable attempted in a large number of cases with candidates identifying the
amount and direction of errors. A number of candidates did not appreciate that amounts were
required despite dollar signs at the heads of the columns and only provided ticks. Some candidates
did not extract a final adjusted profit figure or reversed the increase/decrease to the profit.
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ACCOUNTING

Paper 0452/22
Paper 22

Key messages

Candidates should read through a question very carefully before attempting an answer. This ensures that an
important piece of information is not overlooked and that instructions are followed precisely. For example, to
earn full marks on a question on journal entries, candidates were expected to follow an instruction to provide
narratives.

Candidates are advised to provide supporting calculations where appropriate. This ensures that at least
some credit may be earned even though the final answer in incorrect.

The spaces provided on the question paper for candidates’ answers should be adequate. Sometimes it may
be necessary for a candidate to cross out all or part of their answer and provide another answer elsewhere
on the question paper. It is very important that candidates indicate that this has been done. A note ‘Please
refer to Page ..." or ‘Continued on page ... would ensure that this additional work is not overlooked when the
script is being marked.

Candidates should avoid the use of abbreviations such as ‘bbd’ for ‘balance’ and ‘Dis’ for ‘discount received’
in ledger accounts. In financial statements abbreviations such as ‘PDD’ for ‘provision for doubtful debts’ and
‘T Rec’ for ‘trade receivables’ should also be avoided.

It is expected that candidates will be familiar with International Accounting Terminology and avoid the use of
‘old’ terminology such as ‘stock’ and ‘net profit’.

General comments

It is essential that candidates have a thorough knowledge of double entry book-keeping and can apply this
knowledge to the various scenarios on the question paper. In addition to the actual entries in the account
attention must be paid to the words in the details column and the dates.

It is important that candidates present accounting statements in the correct format and the appropriate
descriptions are used in both financial statements and in ledger accounts.

The written answers provided in some of the narrative questions were vague and lacked clarity. Accounting
is a subject in which precision is extremely important.

Attention must be paid to handwriting to ensure that the words and figures are legible.

Comments on specific questions

Question 1

(a) Candidates were required to state two advantages of preparing monthly sales ledger control
accounts. The majority of candidates scored full marks. A few candidates incorrectly stated that
control accounts prevent fraud and correct errors.

(b) Two reasons were required on why a sales ledger control account could have a credit balance.
While many candidates answered the question correctly, a number of answers were very
imprecise. For example ‘overpayment’ was not regarded as adequate as there was no indicate that
it was a trade receivable who had overpaid their account.
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This question was very well attempted with many candidates earning full marks. The items for cash
and trade discount and the contra entry caused problems for some candidates.

Candidates were required to name the accounting principles described in a number of situations.
There were many wholly correct responses. Some candidates found the fourth item which
described the principle of going concern and the fifth item which described the principle of money
measurement challenging. Correct terminology was required. An answer of ‘money’ in lieu of
‘money measurement’ was not treated as adequate.

Using data provided, candidates were required to prepare the account of the supplier of fuel and a
fuel expenses account. Candidates performance on this varied.

Wording in the details column was often incorrect, e.g. ‘purchases’ for ‘fuel expenses’ and ‘discount
allowed’ for ‘discount received’. Items were often omitted from the accounts, e.g. purchase of fuel
on credit omitted from the fuel expenses account. The accounts often contained extraneous items
such as inventory of fuel entered in the supplier’'s account. The account of the supplier should have
been balanced and the balance brought down and the difference on the fuel expenses account
should have been transferred to the income statement.

Question 2

(a)

(b)

(c)

(d)

(e)

()

(9)

An explanation of how depreciation is an application of the principle of prudence was required.
Many answers were imprecise and limited to a general statement about the principle of prudence
which did not relate to depreciation.

A journal entry was required to record the purchase of a motor vehicle on credit. There were many
wholly correct answers. It is important to state the exact name of the account to be debited and the
account to be credited. For example ‘Motor vehicle B was bought’ is not the name of a ledger
account. A few candidates incorrectly debited the purchases account rather than the motor vehicles
account.

Candidates were required to calculate two years’ depreciation for motor vehicle A. A number of
candidates overlooked the accumulated depreciation at 1 December 2015 and calculated the
depreciation for 2016 based on the cost price.

The depreciation for the first two years of ownership of motor vehicle B had to be calculated. A
significant number of candidates attempted to charge depreciation from the date of acquisition
even though the data clearly stated that depreciation was calculated on assets owned at the end of
the financial year.

A journal entry had to be prepared showing the transfer of the total depreciation on motor vehicles
to the income statement. There were some correct responses. The income statement should have
been debited and the provision for depreciation should have been credited with the total
depreciation for the year (calculated in parts (c) and (d)). Many entries were reversed and a
number included the deprecation for both years.

Candidates were required to calculate the total depreciation on motor vehicle A up to the date of
disposal. Many candidates correctly listed the two amounts of depreciation calculated in part (¢) but
did not add the accumulated depreciation of $14 400 from the previous financial year.

A journal entry had to be prepared to record the transfer of the cost of the motor and the
accumulated depreciation to the disposal account. Incorrect account names were sometimes
provided such as ‘asset’ instead of ‘motor vehicles’. A common error was to transfer both accounts
to the income statement rather than the disposal account. A number of candidates incorrectly
transferred the provision for depreciation to a depreciation account. The amount of the
accumulated depreciation should have been the figure calculated in part (f).
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Question 3

(a) Using data provided, candidates were required to prepare an income statement for the club’s café.
There were many correct responses. However candidates are reminded about the important of
putting items in a suitable order. For example, the closing inventory should be deducted from the
purchases: café expenses should appear after the purchases and closing inventor. It is important to
use the correct wording. For example, the final figure should have been described as ‘Loss for the
year’: ‘café suppliers’ is not the correct description for ‘purchases’: ‘assistant’ is not the correct
description for ‘wages of assistant’. It is preferable to state the name of the asset being
depreciated.

(b) The income and expenditure of a sports club had to be prepared. Once again there were many
good answers. Some candidates included a number of extraneous items such as non-current
assets, loan, café receipts and café expenses. A number of candidates did not include the loss on
the café (calculated in the income statement). Some candidates had problems with the adjustments
to the subscriptions and rent and insurance.

(c) Candidates were required to select one item in the list of receipts and payments which did not
appear in the income and expenditure account and to provide a reason. Many correctly identified
suitable items such as the loan or the non-current assets, but the reasons for sometimes rather
imprecise.

(d) Candidates were required to select one item in the income and expenditure account which did not
appear in the list of receipts and payments and to provide a reason. Many correctly identified items
such as depreciation of sports equipment, loss on café and surplus. Other candidates gave very
general answers such as depreciation (without specifying the asset) and subscriptions (without
specifying that this related to subscriptions accrued).

(e) Many candidates did not appear to appreciate that the surplus earned by a club cannot be
distributed to members of the club. They are not the owners of the club and so are not entitled to a
return on the amount invested. Answers tended to focus on the lack of funds remaining in the club
if the surplus was distributed.

(f) Candidates were asked to comment on a suggestion of increasing subscription and holding
fundraising events to raise funds to purchases premises. Only a few candidates appeared to
appreciate that these actions would not result in the necessary funds being raised in the time
available.

(9) One way of raising finance required to purchase premises had to be stated. Many correctly
suggested obtaining a loan (but some did not qualify this by stating long-term loan). Inappropriate
suggestions included increasing prices in the café and issuing shares and debentures.

Question 4

(a) Candidates were required to prepare a corrected statement of financial position using a statement
of financial position which contained errors and additional information. Most candidates grouped
the assets and liabilities in the correct sections. When the amounts for the non-current assets are
displayed in columnar format the three columns should be headed. A common error was to charge
a full year’s deprecation on the motor vehicle. The provision for doubtful debts should be correctly
labelled and deducted from the trade receivables. The loan was due for repayment within twelve
months and so should have been included in the current liabilities. The amount of the inventory and
the bank overdraft were often not adjusted. Despite guidance being given in the question, the profit
for the year was often not corrected. Many inserted a missing figure to make the statement balance
and others used the original profit. Candidates are reminded of the importance of showing

calculations.
(b) A capital account had to be prepared. Many candidates provided good answers.
(c) Two reasons were required why the employees would be interested in the trader’s financial

statements. Many answers correctly focused on the possibility of wages increases and job security
but others were rather vague such as ‘to see the profit’.
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(d) Two additional reasons were required why the manager of the business would be interested in the
financial statements. A number of candidates did not appreciate that additional reasons were
specified and merely repeated their answer to part (¢). Other candidates provided suitable

answers.
Question 5
(a) Candidates were required to complete a statement of changes in equity which had various missing

figures. This was very well done.

(b) Percentages of gross profit and profit for the year to revenue were provided for two years.
Candidates were required to suggest two reasons for the change in the percentage of profit for the
year to revenue. Many correctly suggested a decrease in expenses and an increase in other
income or an increase in gross profit. Other candidates incorrectly suggested changes to items in
the trading section of the income statement such as sales and purchases.

(c) Most candidates correctly stated that the company had better control of expenses in 2016, but
many were not able to provide an acceptable explanation. Very few recognised that the percentage
of expenses to revenue had decreased.

(d) A table had to be completed showing the effect on the percentage of profit for the year to revenue
of four proposals. There were many good responses. The purchase of goods on a cash basis
proved a little problematic.

(e) Using information provided, candidates were required to comment on the effect on the liquidity of
changes in the trade receivables collection period and the trade payable payment period. Many
candidates merely stated that both the periods had increased but made no attempt to relate this to
the periods of credit allowed and the subsequent consequences.

(f) There were many suitable suggestions on how the company could reduce the collection period. A
number of candidates did not appreciate that these sales had already been made and incorrectly
suggested reducing credit sales.

(9) Candidates were required to suggest two ways in which bad debts could be reduced. Most
candidates answered the question well.

(h) One disadvantage to the trade payables of the change in the payment period had to be stated.
Very few candidates provided a suitable response as they focused on the effect on ABC Limited
rather than the effect on the trade payables.

(i) One advantage to the trade payables of the change in the payment period had to be stated. Once
again, candidates’ answers incorrectly concentrated on the effect on ABC Limited rather than the
effect on the trade payables.

(i) Candidates were required to state what is measured by the return on capital employed. This was
not well answered. Many candidates simply provided a formula. Others incorrectly commented on
the return on owner’s capital.

(k) A table had to be completed to indicate the effect of three proposals on the return on capital
employed. Most candidates correctly indicated the effect of the first proposal, but the other two
items proved more difficult.
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There are 10 parts to question 1.

For each of the parts (a) to (j) below there are four possible answers, A, B, C and D. Choose the one
you consider correct and place a tick (v) in the box to indicate the correct answer.

1 (a) Harpreet is a credit customer of Suzanna. Harpreet’s account in Suzanna’s books shows a
credit balance.

How could the credit balance have arisen?

A

B

Cc

D

A cheque from Harpreet was dishonoured.
Harpreet has overpaid his account.
Interest was charged by Suzanna.

Suzanna offered a trade discount.

(b) The following is the subscriptions account of a club.

Subscriptions account

2017 $ 2017
Jan 1 Balance b/d 150 Jan 1 Balance b/d
Dec 31 Income and Dec 31 Bank
expenditure 3000 Balance c/d
Balance c/d 50
3200
2018 2018
Jan 1 Balance b/d 60 Jan 1 Balance b/d

Which statement is correct?

A

B

Cc

D

Subscriptions in advance at 1 January 2018 were $50.
Subscriptions in arrears at 1 January 2017 were $80.
Subscription income for the year was $3060.

Subscriptions received during the year were $3000.

80
3060
60

3200

50

[1]

[1]

(c) Why is it necessary for a manufacturing business to make an adjustment for work in progress
in its manufacturing account?

© UCLES 2018

1  to calculate what is needed to complete production
2 torecord all factory costs

3 to show only the cost of goods completed

1and 2

1 only

2and3

3 only

0452/12/F/IM/18

[1]



3

(d) Narinder made a short-term loan to Seema. Narinder’s draft statement of financial position
showed this loan as a current liability.

What was the effect of this error?

A current assets understated

B current liabilities understated

C non-current liabilities overstated

D owner’s capital overstated [1]

(e) On 1 February 2017 Katya’s fixtures and fittings had a net book value of $12950. She
purchased fixtures, $2250, during the year. Depreciation for the year ended 31 January 2018
was $4900.

What was the net book value of fixtures and fittings on 31 January 20187

A $5800

B $7150

C $10300

D $15600 [1]

(f) The accounts of a business are prepared on the basis that the business will continue to
operate for the foreseeable future.

Which accounting principle is being applied?

A accruals (matching)

B consistency

C going concern

D realisation [1]

(g) Which term in club or society accounts means the same as capital?

A accumulated fund

B appropriation account

C balance at bank

D surplus for the year [1]

© UCLES 2018 0452/12/F/IM/18 [Turn over



4

(h) A business provided the following information.

$
revenue 290000
gross profit 90000
profit for the year 70000
What was the mark-up?
A 24.14%
B 31.03%
C 35.00%
D 45.00% [1]

(i) Financial statements must provide information in time for financial decisions to be made.

Which accounting objective is being described?

A comparability

B relevance

C reliability

D understandability [1]

(J) Which item would be recorded as a credit entry in a purchases ledger control account?

A amounts paid to credit suppliers

B contra with the sales ledger control account

C discount received from credit suppliers

D interest charged on late payment [1]

[Total: 10]

© UCLES 2018 0452/12/F/IM/18



2

5

Kumar supplies goods to Simran on credit. Some documents were exchanged between them
during August 2017.

REQUIRED

(a) Complete the table to name the person who issued each document. The first item has been
completed as an example.

document name of person issuing the document

invoice Kumar

debit note

credit note

statement of account

cheque
[4]
(b) State the purpose of a debit note.
............................................................................................................................................... [1]
(c) State the book of prime (original) entry in which Kumar would record the credit note.
............................................................................................................................................... [1]
(d) Name the ledger in which Kumar maintains Simran’s account.
............................................................................................................................................... [1]
Simran is a regular customer. Kumar allows Simran a discount for buying in bulk.
REQUIRED
(e) Name the type of discount offered by Kumar.
............................................................................................................................................... [1]
(f) State where Kumar would record this discount.
............................................................................................................................................... [1]

© UCLES 2018 0452/12/F/IM/18 [Turn over
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The following are details of the credit notes issued by Kumar in December 2017.

Date Customer Credit note $
number
2017
Dec 3 Sam C1015 295
12 Saira C1016 103
31 Total for December 398
REQUIRED

(g) State where Kumar will post

(i) the total of the credit notes for December

(ii) the individual credit notes

Kumar has received positive feedback about his customer service. No entry has been made in the
accounting records to reflect this success.

REQUIRED

(h) Name and explain the accounting principle Kumar has applied.

(i) Complete the following to show the accounting equation.

equals assets minus

[2]

© UCLES 2018 0452/12/F/IM/18
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(i) Complete the table by placing a tick (v') to indicate how each item affects the owner’s capital.

The first one has been completed as an example.

© UCLES 2018

item

increase

decrease

capital introduced

v

drawings

profit for the year

0452/12/F/IM/18

[2]

[Total: 17]
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3 Nikita has a business with a financial year end of 31 January. On 1 February 2017 there was a
credit balance of $140 on the electricity expense account.

During the year ended 31 January 2018 the following payments were made relating to electricity.

$
2017
Mar 10 direct debit 210
Jun7 direct debit 130
Sep 5 direct debit 185
Dec 6 direct debit 205

The cost of electricity for the three months ended 28 February 2018 was estimated to be $330.

REQUIRED

(a) Prepare the electricity expense account for the year ended 31 January 2018. Balance the
account and bring down the balance on 1 February 2018.

Nikita
Electricity expense account
Date Details $ Date Details $
[6]
(b) State what the balance brought down on 1 February 2018 on the electricity expense account
represents.
............................................................................................................................................... [1]

© UCLES 2018 0452/12/F/IM/18
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(c) Name the section of the statement of financial position on 31 January 2018 in which the
balance on the electricity expense account was included.

Nikita also rents out some premises.

On 1 February 2017 the tenant owed $1250.

The following amounts for rent were received during the year.

2017

May 10
Oct 14

cash
cheque

2700
2800

On 31 January 2018 the tenant owed $1700.

REQUIRED

(d) Prepare the rent receivable account for the year ended 31 January 2018. Balance the account
and bring down the balance on 1 February 2018.

Rent receivable account

Nikita

Details

Details

(e) Name the section of the statement of financial position on 31 January 2018 in which the
balance on the rent receivable account was included.

© UCLES 2018
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(f) Insert the missing words and figures into the following extract from Nikita’s income statement
for the year ended 31 January 2018.

Revenue

Less: returns

Cost of sales

Nikita

Income Statement for the year ended 31 January 2018

Inventory at

Purchases
Goods for own use

Carriage inwards

Less: Inventory at

© UCLES 2018

0452/12/F/IM/18

4000

$
8000
76000
2000
1200
11000

123000

[8]



1

Nikita’s brother, Sunil, provided the following information about his business at 31 January 2018.

$
Non-current assets 89350
Inventory 6800
Trade receivables 12500
Bank 1010 debit
Trade payables 15200
Long-term loan 8000

REQUIRED
(g) State what is measured by the current ratio.

(h) Calculate the current ratio for Sunil’s business at 31 January 2018. The calculation should be
correct to two decimal places.

............................................................................................................................................... [2]
(i) Suggest two reasons why Nikita cannot compare her current ratio with that of Sunil.

ettt et ettt e eeeeeeeeeeeeeaeeeeeeeeeeeeaaaatteeeeeeeeeaaaanettteeeeeeeeaananteeeeeeeeeeaannreeeeeeeeeaaannnnneeeaenn

PSSR

............................................................................................................................................... [2]
(j) Suggest two ways in which Nikita might improve her working capital position.

L PP

2 e eee e tteeeeeeeeeeeaeaeeeeeeeeeeeaaaatsteeeeeeeeeaaanaeeteeeeeeeeaaanneeeeeaaeeeeaannrrereeaeeeaans

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

[Total: 30]

© UCLES 2018 0452/12/F/IM/18 [Turn over
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4 Meena is a trader. On 31 December 2017 Meena’s cash book (bank columns) showed an
overdrawn balance of $2450. The balance on the bank statement at the same date was
$2623 debit. Meena checked the cash book against the bank statement and discovered the
following differences.

1 Cash sales, $362, paid into the bank on 31 December, did not appear on the bank statement.

2 Interest charged by the bank, $20, had not been recorded in the cash book.

3 Acheque for $94 from a customer, Anjana, had been paid into the bank but had been returned
as dishonoured.

4  The bank had received $140 by credit transfer from Rohan, a customer, which had been
omitted from the cash book.

5 Cheques totalling $198, issued by Meena, had not been presented for payment.

6 The bank had paid a standing order, $35, to a supplier on 30 December by mistake.

REQUIRED

(@) Update Meena’s cash book (bank columns) at 31 December 2017. Bring down the updated

balance on 1 January 2018.

Meena
Cash book (bank columns)

Date Details $ Date Details $

© UCLES 2018 0452/12/F/IM/18
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(b) Prepare a bank reconciliation statement at 31 December 2017.

Meena

Bank Reconciliation Statement at 31 December 2017

[6]

(c) State the amount which will be shown as the bank balance in the statement of financial
position at 31 December 2017 and the section in which it will be shown.

Amount $

Section of statement of financial position

(d) State whatis meant by a ‘dishonoured cheque’. Suggest two possible reasons why a cheque

might be dishonoured.

Meaning

© UCLES 2018
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Meena maintains a petty cash book using the imprest system. The amount of the imprest is $200.
During the month of December Meena paid the following expenses from petty cash.

$
Stationery 18
Taxi fares 5
Office tea and biscuits 4

REQUIRED
(e) Explain the meaning of the ‘imprest system’.

(f) State the double entry to record the reimbursement to the petty cash imprest on 1 January
2018.

debit entry $ credit entry $

[3]

[Total: 21]

© UCLES 2018 0452/12/F/IM/18
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5 Eli and Sumit are in partnership.

Balances on the partners’ capital and current accounts on 1 November 2016 were:

capital account current account
$ $
Eli 50000 4500
Sumit 40000 1800 debit

REQUIRED
(a) Explain why each partner has both a current and a capital account.

............................................................................................................................................... [2]
(b) State what the debit balance on Sumit’s current account on 1 November 2016 represents.
............................................................................................................................................... [1]
The partnership agreement includes the following terms.
Annual salary to Eli $7500
Interest on capital 8% per annum
Interest on drawings 4%
Share of profits/losses Eli 3: Sumit 2
Additional information
1 Profit for the year ended 31 October 2017 was $12500.
2 Additional capital, $5000, was introduced by Sumit on 1 May 2017.
3 Drawings for the year were Eli, $5000, Sumit, $6500.
REQUIRED
(c) Suggest one reason why Eli and Sumit are charged interest on drawings.
............................................................................................................................................... [1]

© UCLES 2018 0452/12/F/IM/18 [Turn over
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(d) Prepare the partnership appropriation account for the year ended 31 October 2017.

© UCLES 2018

Eli and Sumit

0452/12/F/IM/18

Appropriation Account for the year ended 31 October 2017
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(e) Prepare an extract from the statement of financial position of Eli and Sumit at 31 October 2017
showing the partners’ capital accounts and full details of the partners’ current accounts.

© UCLES 2018

Eli and Sumit

0452/12/F/IM/18

Extract from Statement of Financial Position at 31 October 2017

[Total: 21]
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6 Sanjay, a trader, prepared his trial balance on 31 January 2018. The totals of the trial balance did
not agree. Sanjay entered the difference, a credit balance of $1110, in a suspense account. The
following errors were later discovered.

1 The wages account had been undercast by $270.

2 Rentreceived, $1000, had been correctly entered in the bank account but no other entry had
been made.

3 Goods purchased on credit from Simon, $680, had been correctly entered in the purchases
account but had been posted to the account of Simone.

4 No entry had been made for stationery, $35, paid in cash.

5 Motor vehicle repairs, $700, had been debited to the motor vehicles account.

6 Purchases returns, $190, had been correctly entered in the supplier's account but had been
debited to the sales returns account.

REQUIRED

(a) State two purposes of a trial balance.

(b) Name the type of error made in 3, 4 and 5.

ot (] TR
= (] PR

e o [3]

© UCLES 2018 0452/12/F/IM/18
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(c) Prepare the suspense account making the necessary entries to correct errors. Balance or
total the account as required.

Sanjay
Suspense account
Date Details $ Date Details $
(6]

Question 6 (e) is on the next page.

© UCLES 2018 0452/12/F/IM/18 [Turn over
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Sanjay’s draft profit for the year ended 31 January 2018 was $24 250 before any errors were
corrected.

REQUIRED

(e) Complete the statement to show the corrected profit for the year ended 31 January 2018. If
an error has no effect on profit place a tick (v') in the ‘No Effect’ column.

Statement of corrected profit for the year ended 31 January 2018

Increase Decrease

$ $ $
24250

No Effect

Draft profit

Error 1

Error 2

Error 3

Error 4

Error 5

Error 6

Corrected profit

[8]

[Total: 21]
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0452/22 Cambridge IGCSE — Mark Scheme March 2018
PUBLISHED

Generic Marking Principles

These general marking principles must be applied by all examiners when marking candidate answers.
They should be applied alongside the specific content of the mark scheme or generic level descriptors
for a question. Each question paper and mark scheme will also comply with these marking principles.

GENERIC MARKING PRINCIPLE 1:
Marks must be awarded in line with:
» the specific content of the mark scheme or the generic level descriptors for the question

» the specific skills defined in the mark scheme or in the generic level descriptors for the question
» the standard of response required by a candidate as exemplified by the standardisation scripts.

GENERIC MARKING PRINCIPLE 2:

Marks awarded are always whole marks (not half marks, or other fractions).

GENERIC MARKING PRINCIPLE 3:
Marks must be awarded positively:

 marks are awarded for correct/valid answers, as defined in the mark scheme. However, credit
is given for valid answers which go beyond the scope of the syllabus and mark scheme,
referring to your Team Leader as appropriate

* marks are awarded when candidates clearly demonstrate what they know and can do

» marks are not deducted for errors

» marks are not deducted for omissions

e answers should only be judged on the quality of spelling, punctuation and grammar when these
features are specifically assessed by the question as indicated by the mark scheme. The
meaning, however, should be unambiguous.

GENERIC MARKING PRINCIPLE 4:

Rules must be applied consistently e.g. in situations where candidates have not followed
instructions or in the application of generic level descriptors.

GENERIC MARKING PRINCIPLE 5:

Marks should be awarded using the full range of marks defined in the mark scheme for the question
(however; the use of the full mark range may be limited according to the quality of the candidate
responses seen).

GENERIC MARKING PRINCIPLE 6:

Marks awarded are based solely on the requirements as defined in the mark scheme. Marks should
not be awarded with grade thresholds or grade descriptors in mind.
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PUBLISHED
Question Answer Marks
1(a) Assist in the location of errors 2
Provide an instant total of trade receivables
Prove the arithmetical accuracy of the sales ledger
Enable a statement of financial position to be prepared quickly
Provide a summary of transactions relating to trade receivables
Help reduce fraud
Any 2 advantages (1) each
1(b) Overpayment by a credit customer of the amount owing 2
Credit customer failing to deduct available cash discount
Credit customer returning goods after settling account
Credit customer making payment in advance
Any 2 reasons (1) each
1(c) debit credit | no entry 9
opening balance owed to credit v (1)
suppliers
credit purchases V(1)
cash purchases v (1)
cash discount received V(1)
trade discount received v (1)
cheques paid to credit suppliers V(1)
interest charged by credit suppliers v (1)
returns to credit suppliers V(1)
contra between sales and purchases v (1)
ledgers

© UCLES 2018
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Question

Answer

Marks

1(d)

principle

Kamika uses the double entry system of book-
keeping when recording transactions in her ledgers

Duality (1)

Kamika adjusted the charge for insurance in the
income statement for an amount prepaid at the
year-end

Accruals (matching) (1)

Kamika adjusts her provision for doubtful debts at
the end of each year so it is always 3% of her trade
receivables

Prudence
Or Consistency (1)

Kamika intends to trade for several years and
values her premises at net book value not expected
sales value in her statement of financial position

Going concern (1)

Kamika did not make any entry in her accounting
records when a competitor reduced his prices even
though it may affect her sales

Money measurement (1)

Kamika did not make any entry in her accounting
records when a customer asked for goods to be put
aside for him to collect sometime in the future

Realisation (1)

Kamika
Fuel2go account

Date Details $ Date Details $
2017 2017
Mar 31 | Bank (1) 780 Feb 1 Balance b/d 800
Discount 20|Dec 10 |Fuel expenses (1) 3200
received (1)
2018
Jan 31 |Balance c/d 3200
4000 4000
2018
Feb 1 Balance b/d 3200
(1)OF
Fuel expenses account
Date Details $ Date Details $
2017 2018
Feb 1 Balance 950|Jan 31 |Income 3260
(inventory) b/d statement(1)OF
Jun 4 Bank (1) 210 Balance
Dec 10 |Fuel2go (1) 3200 (inventory) c/d 1100
4 360 4360
2018
Feb 1 Balance
(inventory) b/d (1) 1100
+ (1) Dates
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Question Answer Marks
2(a) Ensures that the profit for the year is not overstated in the income statement (1) 2
Ensures that the non-current assets are not overstated in the statement of financial
position(1)
2(b) Dipak 2
Journal
Debit Credit
$ $
Motor vehicles 50000 (1)
ZY Motors 50000 | (1)
2(c) $ 2
Cost 40000
Depreciation to 30 November 2015 14400
Book value at 30 November 2015 25600
Depreciation for the year ended 30 November 2016 5120 (1)
Book value at 30 November 2016 20480
Depreciation for the year ended 30 November 2017 4096 (1)
2(d) $ 2
Cost 50 000
Depreciation for the year ended 30 November 2016 10000 (1)
Book value 30 November 2016 40 000
Depreciation for the year ended 30 November 2017 8000 (1)
2(e) Dipak 2
Journal
Debit Credit
$ $
Income statement (4096 + 8000) 12 096 (1) OF
Provision for depreciation of 12096 | (1) OF
motor vehicles
2(f) $ 2
Depreciation to 30 November 2015 14 400
Depreciation for the year ended 30 November 2016 5120 }
Depreciation for the year ended 30 November 2017 4096 }(1)OF
23616 (1)OF
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2(9) Dipak 6
Journal
Debit Credit
$ $
1 | Disposal of motor vehicle 40000 (1)
Motor vehicles 40000 | (1)
Transferring cost of motor vehicle to (1)
disposal account
2 | Provision for depreciation of motor 23616 (1) OF
vehicles
Disposal of motor vehicle 23616 | (1) OF
Transferring the accumulated (1)
depreciation on motor vehicle sold to
the disposal account
Question Answer Marks
3(a) ND Sports Club 7
Café Income Statement for the year ended 31 December 2017
$ $
Revenue (sales) 9520
Purchases (5760 (1) + 130 (1)) 5890
Closing inventory 970
4920
Wages of assistant (4000 + 160 (1)) 4160
Rent and insurance (3700 — 1200/12 (1)
xVa(1) 900
Depreciation — fixtures and fittings
(20% x 3500) 700 (1) 10680
Loss for the year 1160 (1)OF
3(b) ND Sports Club 9
Income and Expenditure Account for the year ended 31 December 2017
$ $
Subscriptions ((14 850 + 500(1)) — 350 (1))
(Or 300 (1) x50 (1)) 15000
Net income from competition 710 (1)
15710
Loss on café 1160 (1) OF
Wages of sports coach 6000 }
General club expenses 540 }(1)
Rent and insurance (3700 — 1200/12 (1)
X ¥a(1)) 2700
Depreciation — sports equipment
(20% % 6200) 1240 (1) 11640
Surplus for the year 4070 (1) OF
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Question Answer Marks

3(c) Receipts from café sales 2
Café suppliers

Wages of café assistant
Interest-free loan

Sports equipment

Café fixtures and fittings
Any 1 item (1)

Reason: For any of first three items —
It relates to the café and appears in the café income statement (1)

Reason: For any of the last three items —
It is an asset/liability and appears in the statement of financial position (1)

3(d) Depreciation of sports equipment 2
Subscriptions accrued
Loss on café
Surplus/deficit

Any 1 item (1)

Reason —

The depreciation is a non-monetary expense

No money was received in respect of the subscriptions accrued

The loss on the café was calculated in the income statement

The surplus/deficit was calculated in the income and expenditure account
Any 1 suitable reason for the item selected (1)

3(e) The members of the club have not invested any capital/are not owners/are not 2
shareholders (1) so there can be no dividends/profit share which represent a return on
the amount invested (1)

3(f) These would not raise the required amount within the time limit 1
Or other suitable reason
Any suitable reason (1)

3(9) Long-term loan 1
Mortgage

Sponsorship

Grants

Donations

Or other suitable source of long term funds
Any 1 source (1)
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4(a) Amaira 15

Corrected Statement of Financial Position at 31 January 2018

Assets $ $ $
Non-current assets Cost Depreciation Book
to date value
Premises 85000 85000
Fixtures and fittings 40000 19520 20480
Motor vehicle 11000 1375 (1) 9625
136 000 20895 115105
Current assets
Inventory (18 000 + 2 000) 20000
Trade receivables 14 000
Less Provision for doubtful debts 420 (1) 13580
(3% x 14 000)
Petty cash 90
33670
Total assets 148 775
Capital and liabilities
Capital
Opening balance 100000
Plus Profit for the year (14 735 (1) — 1375 (1)
—150(1) + (450 — 420) (1)) 13 240
113240
Less Drawings 7000
106 240
Current liabilities
Trade payables 15144
Bank overdraft (7 241 + 150) 7 391
Loan — EasylLoans 20000
42535
Total capital and liabilities 148775

* Accept calculation outside Statement

(1)
(1)OF

(1
(1)OF

(1

(1)
(1)OF
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4(b) Amaira 5
Capital account
Date Details $ Date Details $
2018 2017
Jan 31 |Drawings (1) 7000 |Feb 1 Balance b/d (1) 100 000
Balance c/d 106 240|2018
Jan 31 |Profit for year
(1)OF 13 240
113 240 113240
2018
Feb 1 Balance b/d
(1)OF 106 240
+ (1) Dates
4(c) To see if the business is likely to continue operating 2
To assess job security
To assess likelihood of wage increases
Or other suitable reason
Any 2 reasons (1) each
4(d) Any points listed in (¢) above provided not awarded in that section 2

To compare results with previous years

To compare results with other businesses

To assess past performance

To see where improvements can be made/take remedial action
To compare with budgets and forecasts

Or other suitable reason

Any 2 reasons (1) each
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5(a) ABC Limited 6
Statement of Changes in Equity for the year ended 31 December 2017
Ordinary | General | Retained Total
share reserve | earnings
capital
$ $ $ $
On 1 January 2017 180 000 25000 9500 | 214500
Share issue 20000 | ooiiiiiiiies | e 20000 |1
Profit forthe year | | 21000 21000 |1
Final dividend paid for year 1
ended 31 December 2016 | ...cccccceeees | ciiieeeneenn. (7 200) (7 200)
Interim dividend for the year 1
ended 31 December 2017 | .ooooeeiies | ciiieeeneenn. (6 000) (6 000)
Transfer to general reserve | .............. 2000 (2000)| .............. 1
At 31 December 2017 200000 27000 15300 | 242300 |1
5(b) Increase in gross profit 2
Decrease in expenses/better control of expenses
Increase in other income
Different type of expenses
Or other suitable reason
Any 2 reasons (1) each
5(c) 2017 (1) 2
In 2016 the percentage of expenses to revenue was 20%: in 2017 the percentage of
expenses to revenue was 16% (1)s
5(d) effect on percentage of profit for the 4
proposal year to revenue
increase | decrease | no effect
reduce number of employees to reduce
) v (1)
the wages bill
purchase supplies in bulk to get trade
. v (1)
discount
purchase supplies on a cash basis only v (1)
delay payment of rent of premises v (1)
© UCLES 2018 Page 10 of 11
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5(e) The company had to wait longer to receive the money from the trade receivables. 2
Delay in receiving the money may be the reason why company took longer to pay trade

payables.

Company would not qualify for cash discount in 2017.

Company would not have to allow cash discount in 2017.

Company may be charged interest on late payments in 2017.

Company may charge interest on late receipts in 2017.

In both years the company was paying the trade payables before receiving money from
the trade receivables

Or other suitable comment

Any 2 comments (1) each

5(f) Offer cash discount for prompt payment 2
Charge interest on overdue accounts

Improve credit control

Issue invoices and monthly statements promptly

Refuse further supplies until outstanding balance is paid
Invoice discounting and debt factoring

Any 2 points (1) each

5(g) Reduce credit sales/sell for cash only 2
Obtain references from new credit customers

Fix a credit limit for each customer

Improve credit control

Issue invoices and monthly statements promptly

Refuse further supplies until outstanding balance is paid
Offer cash discount for prompt payment

Charge interest on overdue accounts

Any 2 points (1) each

5(h) Have to wait longer for the money 1
Increased risk of bad debts

Or other suitable disadvantage
Any 1 disadvantage (1)

5(i) Do not have to allow cash discount 1
May charge interest on overdue accounts
Or other suitable advantage

Any 1 advantage (1)

5(j) The profit earned for every $100 used in the business 1
5(k) effect on return on capital employed 3
(ROCE)
increase decrease no effect

redl_Jce cost of insuring motor v (1)

vehicles

issue more ordinary shares v (1)

obtain a short-term interest-free loan v (1)

from a director
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1 Kamika is a clothing wholesaler who buys and sells on both cash and credit terms. She maintains
a full set of accounting records and prepares monthly control accounts.

REQUIRED

(a) State two advantages to Kamika of preparing a monthly sales ledger control account.

(b) State two reasons why it is possible for Kamika to have a credit balance on her sales ledger
control account.

(c) Complete the following table. Place a tick (v) to show where each item would appear in
Kamika’s purchases ledger control account. If the item would not appear, place a tick (v)
in the no entry column.

debit credit no entry

opening balance owed to credit suppliers

credit purchases

cash purchases

cash discount received

trade discount received

cheques paid to credit suppliers

interest charged by credit suppliers

returns to credit suppliers

contra between sales and purchases ledgers

9]

© UCLES 2018 0452/22/F/IM/18
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Kamika applies all the accounting principles when maintaining accounting records and preparing
financial statements.

REQUIRED

(d) Name the accounting principle applied in each of the following situations.

principle

Kamika uses the double entry system of book-keeping when
recording transactions in her ledgers.

Kamika adjusted the charge for insurance in the income statement
for an amount prepaid at the year-end.

Kamika adjusts her provision for doubtful debts at the end of each
year so it is always 3% of her trade receivables.

Kamika intends to trade for several years and values her premises
at net book value, not expected sales value, in her statement of
financial position.

Kamika did not make any entry in her accounting records when a
competitor reduced his prices even though it may affect her sales.

Kamika did not make any entry in her accounting records when
a customer asked for goods to be put aside for him to collect
sometime in the future.

(6]
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Kamika purchases fuel for her motor vehicles in bulk and stores it on her own premises.

Her transactions for the year ended 31 January 2018 included the following:

2017 $
March 31 Paid by cheque the balance owed to Fuel2go less

20 % cash discount
June 4 Purchased fuel for motor vehicles and paid by cheque 210
December 10 Purchased fuel for motor vehicles on credit from Fuel2go 3200

On 31 January 2018 Kamika’s inventory of fuel was $1100.
REQUIRED

(e) Enter the transactions in the following accounts in Kamika’s ledger for the year ended
31 January 2018.

Close the accounts by balancing or by making a transfer to the income statement.

Kamika
Fuel2go account

Date Details $ Date Details $
2017
............................................................... Feb 1 | Balance b/d 800
© UCLES 2018 0452/22/FIM/18
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Fuel expenses account

Date
2017
Feb 1

Details

Balance

Details

© UCLES 2018

$ Date
950 | ..........
0452/22/F/IM/18

(9]

[Total: 28]
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6
Dipak is a manufacturer. His financial year ends on 30 November.
Dipak depreciates all his non-current assets at the end of each year.
REQUIRED

(a) Explain how providing for depreciation of non-current assets is an application of the principle
of prudence.

Dipak depreciates his motor vehicles using the reducing (diminishing) balance method at 20% per
annum on all motor vehicles held at the end of each financial year. No depreciation is charged in
the year of disposal.

On 1 December 2015 Dipak owned motor vehicle A, which had cost $40000 and had been
depreciated by $14400.

On 1 August 2016 Dipak purchased motor vehicle B on credit from ZY Motors for $50 000.
REQUIRED
(b) Prepare a journal entry to record the purchase of motor vehicle B.

A narrative is not required.

Dipak
Journal

© UCLES 2018 0452/22/F/IM/18
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(c) Calculate the depreciation on motor vehicle A for each of the two years ended
30 November 2016 and 30 November 2017.

(d) Calculate the depreciation on motor vehicle B for each of the two years ended
30 November 2016 and 30 November 2017.

(e) Prepare a journal entry to record the transfer to the income statement of the total depreciation
on motor vehicles for the year ended 30 November 2017.

A narrative is not required.

Dipak
Journal

© UCLES 2018 0452/22/F/M/18 [Turn over
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Dipak sold motor vehicle A on 31 December 2017.

REQUIRED

(f) Calculate the total depreciation provided on motor vehicle A up to the date of disposal.

(g) Prepare journal entries to record the following:

1 the transfer of the original cost of motor vehicle A from the asset account

2 the transfer of the accumulated depreciation on motor vehicle A from the provision for

depreciation account.

Narratives are required.

Dipak
Journal
Debit Credit
$ $

2 T BT TR

P2 T BT BT ORRRPRTRPR
[6]
[Total: 18]
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3 The ND Sports Club was formed on 1 January 2017.

As well as providing sporting facilities for members the club also has a café for members and
guests. Café supplies are purchased on credit and all café sales are made on cash terms.

The treasurer provided the following information on 31 December 2017.

$
Receipts during the year ~ Subscriptions 14850
Receipts from café sales 9520
Net income from competition 710
Interest-free loan from Sport4U 5000
30080
Payments during the year Sports equipment 6200
Café fixtures and fittings 3500
Wages — sports coach 6000
café assistant 4000
General club expenses 540
Rent and insurance 3700
Café suppliers 5760
29700

Additional information

1 At 31 December 2017
Café inventory was valued at $970.
Café suppliers were owed $130.
Café assistant’s wages accrued amounted to $160.

2  The payment for rent and insurance included $1200 for 12 months to 31 January 2018.

3  One quarter of the rent and insurance is to be allocated to the café.

4 The club has 300 members. The annual subscription is $50. On 31 December 2017
subscriptions were outstanding from 10 members and 7 members had already paid their
subscription for 2018.

5 Sports equipment and café fixtures and fittings are to be depreciated by 20% on cost.

© UCLES 2018 0452/22/F/IM/18
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1

(a) Prepare the café income statement for the year ended 31 December 2017.

© UCLES 2018

ND Sports Club
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Café Income Statement for the year ended 31 December 2017
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(b) Prepare the income and expenditure account for the year ended 31 December 2017.

ND Sports Club

Income and Expenditure Account for the year ended 31 December 2017

9]

(c) State one item in the list of receipts and payments which does not appear in the income and

expenditure account. Give a reason for your answer.

© UCLES 2018
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(d) State one item in the income and expenditure account which does not appear in the list of
receipts and payments. Give a reason for your answer.

A member of the club has suggested that any surplus made by the club should be distributed
among the members.

REQUIRED

(e) Comment on this suggestion.

The owner of the premises rented by the club has offered to sell them to the club for $90000.
A decision has to be made by 31 August 2018.

A member of the committee has suggested increasing subscriptions and holding fund-raising
events in order to raise the necessary finance.

REQUIRED

(f) State why the member’s suggestions are not suitable methods of raising the necessary
finance.

[Total: 24]
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4 Amaira is an office equipment wholesaler. Her financial year ends on 31 January.

Amaira has little knowledge of accounting but attempted to prepare financial statements on
31 January 2018.

The statement of financial position (containing errors) which Amaira prepared on 31 January 2018
was as follows.

$

Premises at cost 85000
Fixtures and fittings at cost 40000
Trade receivables 14000
Drawings 7000
Inventory at 1 February 2017 18000
Bank overdraft 7241

171241
Capital at 1 February 2017 100000
Profit for the year 14735
Provision for doubtful debts at 1 February 2017 450
Provision for depreciation of fixtures and fittings at 31 January 2018 19520
Trade payables 15144
Loan from EasylLoans (repayable 30 June 2018) 20000

169849
Balance 1392

171241

The opening inventory was $2000 lower than the closing inventory.

In addition to the obvious errors in the statement of financial position the following errors were
discovered.

1 On 1 August 2017 a motor vehicle costing $11000, was purchased by cheque. This was only
recorded in the cash book. The motor vehicle should be depreciated by 25% per annum from
the date of purchase.

2 No entry has been made for bank charges, $150.

3 No adjustment has been made to the provision for doubtful debts which should be maintained
at 3% of trade receivables at the end of each financial year.

4  The balance of the petty cash book, $90, was not included in the statement of financial
position.

REQUIRED
(a) Prepare a corrected statement of financial position at 31 January 2018.

The calculation of the corrected profit for the year should be shown within the statement or as
a separate calculation.

You may use the space provided on page 16 for your workings.

© UCLES 2018 0452/22/F/IM/18
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Amaira
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Corrected Statement of Financial Position at 31 January 2018

[15]
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You may use this space for workings

REQUIRED

(b) Prepare Amaira’s capital account for the year ended 31 January 2018. Balance the account
and bring down the balance on 1 February 2018.

Amaira

Capital account

Details

Date

Details

(d)

© UCLES 2018

(5]

Suggest two reasons why Amaira’s employees would be interested in Amaira’s financial
statements.

Suggest two additional reasons why the manager of Amaira’s business would be interested
in Amaira’s financial statements.

[Total: 24]
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5 ABC Limited has a share capital consisting of ordinary shares. The financial year ends on

31 December.

The accountant prepared the income statement for the year ended 31 December 2017 which

showed a profit of $21 000.

The accountant started to prepare a statement of changes in equity but was taken ill before it was

completed.

REQUIRED

(a) Complete the following statement of changes in equity for the year ended 31 December 2017.

ABC Limited
Statement of Changes in Equity for the year ended 31 December 2017

ABC Limited provided the following information.

Percentage of gross profit to revenue (gross profit margin)

Percentage of profit for the year to revenue (net profit margin)

© UCLES 2018

0452/22/F/IM/18

Ordinary | General | Retained Total
share reserve | earnings
capital
$ $ $ $
On 1 January 2017 180000 | 25000 9500 214500
Share issue 20000 |..ccceiiiieines e e
Profit forthe year s e | rrerreee e e,
Final dividend paid for year ended 31 December 2016 | .......cccccces | oiiienvennnns [ (7200)
Interim dividend for the year ended 31 December 2017 | .........cccc. | eoiiiiiiiiiiies i, (6000)
Transfer to general reserve L 2000 | .o s
At 31 December 2017 s e s | e
[6]

Year ended 31 December

2016

32%
12%

2017

30%

14%
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REQUIRED

(b) Suggest two reasons for the change in the percentage of profit for the year to revenue.

(c) State the year in which ABC Limited had better control of the expenses. Give a reason for
your answer.

Year ..o

1= 1o o

............................................................................................................................................... [2]
One of the directors has made four proposals for increasing the percentage of profit for the year to
revenue.
REQUIRED

(d) Complete the following table by placing a tick (v) to indicate the effect on the percentage of
profit for the year to revenue of each proposal.

effect on percentage of profit for the
proposal year to revenue

increase decrease no effect

reduce number of employees to reduce the
wages bill

purchase supplies in bulk to get trade discount

purchase supplies on a cash basis only

delay payment of rent of premises

[4]
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ABC Limited makes all purchases and sales on credit terms.

Credit customers are allowed a credit period of 30 days and credit suppliers allow a credit period
of 24 days.

ABC Limited provided the following information.

2016 2017
Collection period for trade receivables 28 days 38 days
Payment period for trade payables 22 days 30 days

REQUIRED

(e) Comment on the effect on the liquidity of ABC Limited of the change in the collection period
for trade receivables and the change in the payment period for trade payables.

............................................................................................................................................... [2]
(f) Suggest two ways in which ABC Limited could reduce the collection period for trade

receivables.

1 PSP

2SR

............................................................................................................................................... [2]
(g) Suggest two ways in which ABC Limited could reduce the possibility of bad debts.

1 PP PPT T TTRPP

P2 USRS

............................................................................................................................................... [2]
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(h) Suggest one disadvantage to the trade payables of the change in the payment period.

ABC Limited’s return on capital employed (ROCE) for the year ended 31 December 2017 was
lower than that of the previous few years.

REQUIRED

(j) State what is measured by the return on capital employed (ROCE).

One of the directors has made three proposals for increasing the return on capital employed
(ROCE).

REQUIRED

(k) Complete the following table by placing a tick (v') to indicate the effect on the return on capital
employed (ROCE) of each proposal.

effect on return on capital employed
proposal (ROCE)

increase decrease no effect

reduce cost of insuring motor vehicles

issue more ordinary shares

obtain a short-term interest-free loan from a
director

3]

[Total: 26]
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Cambridge International General Certificate of Secondary Education
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ACCOUNTING

Paper 0452/11
Paper 11

Key messages

It is important to read through each question very carefully before attempting an answer. This ensures that
an important piece of information is not overlooked and that instructions are followed precisely.

Where appropriate supporting calculations should always be shown. Even if the final answer is incorrect,
some credit may be earned for some of the figures in the calculation.

The spaces provided on the question paper for candidates’ answers should be adequate. Sometimes it may
be necessary for a candidate to cross out all or part of their answer and provide another answer elsewhere
on the question paper. It is important that candidates indicate that this has been done. A note “Please refer
to Page ...” or “continued on Page ...” would ensure that this additional work is not overlooked when the
script is being marked.

Candidates should avoid the use of inappropriate abbreviations such as “b/d” for “Balance” in ledger
accounts and “GP” and “C of S” for gross profit and cost of sales in income statements.

General comments

In general candidates dealt reasonably well with the paper. Candidates seemed to be less proficient at the
written explanations and definitions than the calculation aspects.

Comments on specific questions

Question 1
The majority of candidates attempted all questions. Many candidates found (e) to be challenging.
Question 2

(a) Candidates scored very well in this question as they categorised a range of items. The main item
which caused a problem was the ‘rent receivable accrued’.

(b) Candidates performed well on this question and gave a correct advantage and disadvantage of
being a partner rather than a sole trader. Only a small number of candidates referred to aspects of
a partnership agreement being an advantage.

(c) The most common responses to this question were ‘the bank’, ‘suppliers’ and ‘the government’ with
appropriate reasons for their interest in financial statements. However, some candidates who
named the bank as an interested party did not make it clear that they would look at the financial
statements for the ability of repaying a new loan or overdraft. The bank would clearly know if they
were repaying a current loan or overdraft. A small number of candidates named the owner or
shareholders as an interested party despite the question stating to name three parties other than
the owner.

(d) Most candidates were able to give two causes of depreciation. A small number gave two methods
of depreciation e.g. straight line (equal instalments) and reducing (diminishing) balance. Others
referred to damaged inventory.
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This question covered features of depreciation and generally it was well attempted with many
candidates gaining full marks. Most candidates followed the instructions by identifying ‘true’ or
‘false’.

Many candidates did not understand an ‘accounting’ objective and suggested ‘making a profit’ or
‘preparing financial statements’.

Generally this question was well attempted.

Question 3

(a)

(b)

(c)

(d)

(e)

(f)

(9)

(h)

U)

()
Question 4

(a)

There were many good answers with the majority citing that the reason for maintaining a petty cash
book was to free up space in the main cash book. Some candidates, however, did not give a
reason but cited what the petty cash book was used for e.g. recording items of relatively low
expense.

This question was not answered well with many repetitions of (a). Many just said that each month
you started with the imprest amount rather than an advantage of the imprest system.

The petty cash book, on the whole, was very well attempted. A number of candidates lost marks for
poor narratives and the wrong analysis column. Each entry needed the correct narrative, entered in
the total column and in the correct analysis column.

There were many good answers with a large number awarded 3 marks. A small number lost marks
through wrong labels and incorrect amounts.

This question saw a very small number of candidates being awarded a mark. There seemed little
understanding that what had been correctly posted to the computer supplies column in (¢) should
come through to the posting from the petty cash book to the ledger account at the end of the
month.

Candidates provided many good reasons for preparing a bank statement suggested. Weaker
candidates, however, although making suggestions, did not give a full reason. It is not enough to
say there may be errors. Candidates must be encouraged to give a full answer. Candidates also
mentioned ‘to identify differences’ without stating what these differences may be or a purpose was
to ensure that the cash book and the bank statement balance are equal or the same.

The updated cash book was generally well-attempted by a large number of candidates with many
achieving full marks. Some candidates, however, lost marks for not writing the appropriate details
in the cash book, even though they arrived at the correct final balance. It was common to see
‘dishonoured cheque’ without a reference to Jabir, or ‘direct debit’ with no reference to rates. A
number of candidates did not refer to the cash book error, but described this as ‘undercast’.
Weaker candidates included the cheque received from Shadya and the cheque paid to Abasi.

Stronger candidates, who achieved near or full marks in (g) had no problem with the bank
reconciliation statement. There were many candidates who struggled with the statement, merely
listing the adjustments with no starting or ending point.

Many candidates did not seem to appreciate that the figure to appear in the financial statements
should be the adjusted cash book balance as calculated in (g) and not the bank statement balance
from (h). Most candidates did identify the correct section of the statement of financial position.

Many candidates suggested good reasons why Jabir's cheque may have been dishonoured.

Some candidates answered this question well and achieved full marks. A number of candidates did
not attempt this question at all, or did not attempt all of the ledger accounts. There were varied
attempts at the AX account with the most common error being in the entries of the purchases and
purchases returns gross. The most common error was to omit the settlement discount. In the FM
account some candidates did not identify the correct amount needed to settle the account with
bringing down a balance of $2127. The purchases and purchases returns account seemed to
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cause the most problems for candidates. Many did not appreciate that the accounts needed to be
closed with a transfer to the income statement.

There were many good answers from the majority of candidates with the most common answer for
receiving trade discount being purchasing in bulk. A small number of candidates suggested trade
discount was received for paying promptly.

Most candidates calculated the correct trade discount with only a few reversing the answer to 80%.

(c) Most candidates attempted (i) and (iii) well. Many did not identify sales invoice in (i) but ‘just’
invoice was accepted. In part (ii) debit notes were confused with credit notes and for (iii) weaker
candidates named financial statements instead of statement of account. It may be helpful to
candidates in this type of question to draw a diagram as to who is where the transaction originates.

Question 5

(a) (i)(ii)(iii) This question required candidates to define raw materials, work in progress and finished goods.

(b)

(c)

(d)&(e)

()

Most candidates addressed the definition in a suitable manner and an appropriate example.
However, it was clear that a number of candidates did not read the question carefully and did not
give a suitable example relevant to Addae’s business. A small number of candidates offered
‘buying in goods’ for ‘finished goods’, again not reading the requirements of the question.

Some candidates produced good and well laid out manufacturing accounts and were awarded full
marks. Weaker candidates simply produced lists of expenses. Whilst depreciation of machinery
was correctly calculated marks were lost to incomplete narrative. Closing inventory was sometimes
included in the calculation and many candidates did not extract a sub-total before deducting closing
work in progress. A small number of candidates deducted indirect costs from Prime Cost.

There were some very good responses to this question with two very valid reasons to reduce the
cost of production. Some candidates, however, did not focus on reducing the cost of production
and offered increasing sales, reducing expenses without being more specific and also buying in
goods.

Both these questions were correctly calculated. Some candidates lost marks as they did not show
the answer to two decimal places.

Some candidates did not address their responses to improving the profit for the year. Commonly
reducing costs were suggested without being more specific to the administration or selling costs.

Question 6

(a)

(b)

(c)

(d)

A large number of candidates were able to provide two good reasons for opening a suspense
account. To ‘locate errors’ and to ‘balance the trial balance’ were the most common responses.

Many candidates found this task challenging. The ability to use the suspense account to correct a
range of errors appeared weak. Error 2 (carriage) was dealt with correctly by many candidates but
in error 3 entries were often reversed and the name of the account was often referred to as sales
journal. In error 4, again, entries were often reverse and amount were a combination of $460 and
$640.

Most candidates recognised that not all errors had been discovered although they were not always
able to say why. A number made reference to errors that would not affect the balancing of the trial
balance.

This question was very well attempted by a large number of candidates. Some candidates lost
their final corrected profit figure through not calculating correctly or through reversing the increase
or decrease.
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ACCOUNTING

Paper 0452/12
Paper 12

Key messages

It is essential to lay down a good grounding in the principles of double entry including the use of journals and
ledgers and have clear narratives.

Where appropriate supporting calculations should always be shown. Even if the final answer is incorrect,
some credit may be earned for some of the figures in the calculation. It is better to cross out incorrect
answers and write separately rather than over the top of the previous answer. If an answer is allocated a
small space then this is indication that the answer should be brief.

Multiple choice answers should be annotated in the boxes provided and not directly next to the letter.

General comments

All the questions on the paper were compulsory and covered various topics on the syllabus.

Overall, the paper was well attempted by a number of candidates. There were some candidates who were
clearly well-prepared.

Comments on specific questions

Question 1

Generally (b), (d), (e), (g) and (i) were well answered. Parts (a), (c), (f), (h) and (j) require more detailed
comments.

(a) The common error here was to confuse debit note with credit note. It is the person who has been
supplied the goods who requests a debit note and it is the supplier who issues the credit note.

(c) Carriage inwards is calculated separately to the valuation of inventory using net realisable value.

(f) There was confusion here with the difference between capital and revenue expenditure. If an
expenditure involves repairing or renewing or is a recurring cost for the non-current asset then it is
revenue expenditure. Legal fees for purchasing a factory are a one-off cost so can be capitalised.

(h) This question involved working backwards from the final figure of $285000 to discover the starting
figure for the retained earnings. The correct answer was $232500 which involved adding back the
transfer and dividends to the starting point of $285 000 and then subtracting the profit for the year.

() There were several stages to this calculation. First the provision for doubtful debts had to be
calculated by subtracting the bad debt of $750 from the trade receivables and then finding 2 per
cent which is $1885. This needed subtracting from the trade receivables figure of $95000 along
with the bad debt to leave a net trade receivables figure of $92365.

Question 2

(a) Some candidates answered this question well. The following types of errors were common among
other candidates: reference to accounts, reference to fraud or errors and reference to preparing
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financial statements. The two most common correct answers were division of labour and fewer
entries in the ledgers.

(b) Well-prepared candidates usually gained three marks but others made some errors including:
reference to accounts or ledgers, reference to sales journal rather than cash book for transaction 1
and reference to purchase journal rather than general journal for transaction 3.

(c) There was a wide range of marks. Better prepared candidates frequently gained eight or nine
marks. The most common error was to use the narrative ‘road tax’ rather than ‘motor vehicle
expenses’. Other common errors included: using purchases rather than purchases returns for
credit entry in transaction 1 or inventory or goods rather than purchases for the credit entry in
transaction 5, incorrect totals for items in transactions 2 and 3, discount allowed shown as cash
discount, reversal of entries or omission of totals or narratives.

(d) Most candidates gained at least one mark however entries were often confused by the presence of
many irrelevant items. Common mistakes included referring to only one of the items to be added
either $220 or $392, not starting with the opening balance $838 credit, incorrect totalling of figures
such as not recognising that the opening balance is a negative/credit balance.

(e) (i) and (ii) Answered reasonably well by many candidates. Some candidates referred to wrong ledgers or
journals/accounts/control accounts. The most common error for part (ii) was purchases ledger.

Question 3

(a) Well-prepared candidates gained seven or eight marks. Errors included: reversal of some items or
all items, inclusion of extraneous items such as discount allowed and cash purchases, incorrect
narrative for bank, incorrect calculation of missing figure for the bank and entries omitted such as
the contra for the sales ledger.

(b) Answered well by most candidates, however errors seen included: omission of x 365 and
sometimes 360 used instead, multiplying by 100 and purchases rather than credit purchases used.

(c) Generally well answered if the candidates knew the formula. Some did not round to the next whole
day as instructed.

(d) This answer depended on own figure answer from 3(c). The first part was generally very well
answered but sometimes the reason given was vague. Occasionally candidates got both parts
wrong because they were considering the situation from Kumu’s point of view.

(e) This was generally answered well. However, answers sometimes linked to current liabilities and
liquidity which was not rewarded. Candidates needed to be specific about cash discounts being
missed out on rather than discounts in general.

(f) The majority of candidates gained full marks.

(9) Candidates scored a wide range of marks on this question. More able candidates frequently gained
three marks. Common errors included: attempting to include profit in the calculation, omitting cash
purchases, omitting purchases and gaining a total of $240 000 for opening inventory.

(h) Generally well answered but candidates need reminding not to use abbreviations such as COS in
place of cost of sales.

(i) This was answered reasonably well but weaker candidates often showed no response. Common
errors included: not calculating the average inventory and using either just the opening or just the
closing inventory, poor rounding of ratios as needed to be to 2 decimal places or adding % or
stating the ratio: 1 instead of times.
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Question 4

(a) Most candidates gained some marks on this question with very able candidates gaining five or six
marks. Candidates did not always follow the instructions on how to indicate the correct answer. In
addition if they changed their mind it was often difficult to understand which their answer was.
Candidates should take a little time to read instructions.

(b) A common incorrect answer was $360 which was the amount for the lessons which the pupils had
received and not the amount which had been prepaid which was required here.

(c) Answers varied here. Marks were awarded for correct figures or own figure from 4(b). Sometimes
there was no reference to the total receipts from lessons, $20200, the figure carried forward was
not from 4(b) or the $240 or own figure was added to $20200 rather than subtracted.

(d) A range of marks were awarded. Some answers were vague but most candidates knew that
adjustments were necessary for accruals and prepayments. Chandra is a new business and
lessons were all paid for in advance so there was no accrued lesson income. Candidates are
generally more confident when dealing with prepaid expenses rather than prepaid revenue.

(e) Well-prepared candidates gained six marks for a well presented answer using the increase and
decrease columns for amounts and the final column for one total the revised profit of $8349.
Weaker candidates lost marks for various reasons including: reversal of entries in
increase/decrease columns, putting answer for an error on the wrong row, too many entries in the
table that contradicted each other and poor calculation of revised profit with candidates mixing up
the increase and decrease columns. Candidates need more practice at using tables correctly and
using the information available in the question appropriately.

(f) Most candidates were awarded the full two marks.

(9) Most candidates gained at least one mark. The best answers were concise, for example, Chandra
is a sole trader while LQ is a limited company or that the businesses are of different sizes. Just
stating that the businesses were of different types was insufficient and suggested that the product
or service was different which was incorrect as they are both driving schools.

Question 5

(a) There were some good answers here with correct narratives, amounts, dates and sides of the
accounts. Weaker responses had a variety of errors including: incorrect dates (years are needed
as well as months and days), incorrect narratives which was mainly stating income statement
instead of income and expenditure account, incorrect amounts for income and expenditure and
partial reversal or complete reversal of account.

(b) Most candidates gained good marks on this question with well-prepared candidates gaining nine or
ten marks. Marks were lost most frequently for omitting subscriptions from the receipts side. Other
common errors included: labelling sports equipment as purchases, netting-off competition income
and prizes, placing some items on the wrong side, incorrect figure for subscriptions etc.

(c) A wide range of marks were given here. The ideal answer was set out clearly with subheadings,
precise labels and correct totals gaining seven marks. Weaker candidates gained zero for no
response or attempting an income and expenditure account. Common errors included: incorrect
figure for sports equipment, prepayment labelled as rent rather than rent prepaid or other
receivables, accrual labelled as general expenses rather than general expenses accrued or other
payables, surplus in wrong section or labelled as profit, omission of subscriptions owing and bank
account and using capital as a heading rather than accumulated fund. Candidates needed to use
their bank figure from 5(b) but sometimes they used the opening balance instead.

(d) There was some misunderstanding by many candidates of the word arisen so examples of how the
accumulated fund increases were allowed. No marks were awarded for reference to profit, or
capital or the owners investing funds.
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Question 6

(a)

(b)

(c)

(d)

(e)

()

(9)

A wide range of marks were achieved. An excellent answer added assets and deducted liabilities
taking into account adjustments with clear presentation. Most candidates gained some marks but
these were limited by the following kinds of error: poor adjustment for depreciation, omission of the
capital introduced in the form of non-current assets, no adjustment or incorrect adjustment of trade
receivables, omission of prepaid rent $120, addition of liabilities rather than deductions and
inclusion of opening capital of $20300. Candidates should make it clear in such questions whether
an item is to be added or subtracted.

Many weak responses gained no marks. Only a few candidates arrived at the answer of $452 for
profit, a few gained five marks based on their own figure from 6(a). These answers tended to start
with closing capital or use the capital account with a ledger format. Most candidates made mistakes
and there were many different types of presentation. Typical errors included: attempting to use an
income statement format sometimes with the inclusion of drawings, repeating many figures from
6(a) for example inventory, omission of new capital $5500 and incorrect addition or subtraction of
drawings. Some candidates used the capital account format from the statement of financial position
but then altered the format incorrectly to find the missing profit figure and did not note the figure
was a loss based on own figure.

This was generally answered well. Weak answers referred to returns or money earned rather than
profit.

The majority of candidates gained the mark. The main errors were lack of multiplication by 100 or
stating revenue rather than profit for the year.

This was answered reasonably well. If the formula in part 6(d) was incorrect however, some
candidates added the x 100 at this stage and then gained one or two marks. Candidates gained
one mark if closing capital was used rather than the requested opening capital. There was some
incorrect rounding to 2 decimal places.

The majority of candidates answered this correctly and referenced an increase in or poor control of
expenses. Candidates who gave answers which affected the gross profit had not read or
understood the information provided in the question.

A range of marks were rewarded. Excellent answers tended to be brief for example, easy
reference, helps prevent fraud and easier to prepare financial statements. Marks were often lost
due to too much reference to accuracy without mentioning check for errors or locating errors. Many
candidates thought that no errors would occur due to the use of double entry.
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ACCOUNTING

Paper 0452/13
Paper 13

Key messages

It is essential to lay down a good grounding in the principles of double entry including the use of journals and
ledgers and have clear narratives.

Where appropriate supporting calculations should always be shown. Even if the final answer is incorrect,
some credit may be earned for some of the figures in the calculation. It is better to cross out incorrect
answers and write separately rather than over the top of the previous answer. If an answer is allocated a
small space then this is indication that the answer should be brief.

Multiple choice answers should be annotated in the boxes provided and not directly next to the letter.

General comments

All the questions on the paper were compulsory and covered various topics on the syllabus.

Overall, the paper was well attempted by a number of candidates. There were some candidates who were
clearly well-prepared.

Comments on specific questions

Question 1

Generally (b), (d), (e), (g) and (i) were well answered. Parts (a), (c), (f), (h) and (j) require more detailed
comments.

(a) The common error here was to confuse debit note with credit note. It is the person who has been
supplied the goods who requests a debit note and it is the supplier who issues the credit note.

(c) Carriage inwards is calculated separately to the valuation of inventory using net realisable value.

(f) There was confusion here with the difference between capital and revenue expenditure. If an
expenditure involves repairing or renewing or is a recurring cost for the non-current asset then it is
revenue expenditure. Legal fees for purchasing a factory are a one-off cost so can be capitalised.

(h) This question involved working backwards from the final figure of $285000 to discover the starting
figure for the retained earnings. The correct answer was $232500 which involved adding back the
transfer and dividends to the starting point of $285 000 and then subtracting the profit for the year.

() There were several stages to this calculation. First the provision for doubtful debts had to be
calculated by subtracting the bad debt of $750 from the trade receivables and then finding 2 per
cent which is $1885. This needed subtracting from the trade receivables figure of $95000 along
with the bad debt to leave a net trade receivables figure of $92365.

Question 2

(a) Some candidates answered this question well. The following types of errors were common among
other candidates: reference to accounts, reference to fraud or errors and reference to preparing
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financial statements. The two most common correct answers were division of labour and fewer
entries in the ledgers.

(b) Well-prepared candidates usually gained three marks but others made some errors including:
reference to accounts or ledgers, reference to sales journal rather than cash book for transaction 1
and reference to purchase journal rather than general journal for transaction 3.

(c) There was a wide range of marks. Better prepared candidates frequently gained eight or nine
marks. The most common error was to use the narrative ‘road tax’ rather than ‘motor vehicle
expenses’. Other common errors included: using purchases rather than purchases returns for
credit entry in transaction 1 or inventory or goods rather than purchases for the credit entry in
transaction 5, incorrect totals for items in transactions 2 and 3, discount allowed shown as cash
discount, reversal of entries or omission of totals or narratives.

(d) Most candidates gained at least one mark however entries were often confused by the presence of
many irrelevant items. Common mistakes included referring to only one of the items to be added
either $220 or $392, not starting with the opening balance $838 credit, incorrect totalling of figures
such as not recognising that the opening balance is a negative/credit balance.

(e) (i) and (ii) Answered reasonably well by many candidates. Some candidates referred to wrong ledgers or
journals/accounts/control accounts. The most common error for part (ii) was purchases ledger.

Question 3

(a) Well-prepared candidates gained seven or eight marks. Errors included: reversal of some items or
all items, inclusion of extraneous items such as discount allowed and cash purchases, incorrect
narrative for bank, incorrect calculation of missing figure for the bank and entries omitted such as
the contra for the sales ledger.

(b) Answered well by most candidates, however errors seen included: omission of x 365 and
sometimes 360 used instead, multiplying by 100 and purchases rather than credit purchases used.

(c) Generally well answered if the candidates knew the formula. Some did not round to the next whole
day as instructed.

(d) This answer depended on own figure answer from 3(c). The first part was generally very well
answered but sometimes the reason given was vague. Occasionally candidates got both parts
wrong because they were considering the situation from Kumu’s point of view.

(e) This was generally answered well. However, answers sometimes linked to current liabilities and
liquidity which was not rewarded. Candidates needed to be specific about cash discounts being
missed out on rather than discounts in general.

(f) The majority of candidates gained full marks.

(9) Candidates scored a wide range of marks on this question. More able candidates frequently gained
three marks. Common errors included: attempting to include profit in the calculation, omitting cash
purchases, omitting purchases and gaining a total of $240 000 for opening inventory.

(h) Generally well answered but candidates need reminding not to use abbreviations such as COS in
place of cost of sales.

(i) This was answered reasonably well but weaker candidates often showed no response. Common
errors included: not calculating the average inventory and using either just the opening or just the
closing inventory, poor rounding of ratios as needed to be to 2 decimal places or adding % or
stating the ratio: 1 instead of times.
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Question 4

(a) Most candidates gained some marks on this question with very able candidates gaining five or six
marks. Candidates did not always follow the instructions on how to indicate the correct answer. In
addition if they changed their mind it was often difficult to understand which their answer was.
Candidates should take a little time to read instructions.

(b) A common incorrect answer was $360 which was the amount for the lessons which the pupils had
received and not the amount which had been prepaid which was required here.

(c) Answers varied here. Marks were awarded for correct figures or own figure from 4(b). Sometimes
there was no reference to the total receipts from lessons, $20200, the figure carried forward was
not from 4(b) or the $240 or own figure was added to $20200 rather than subtracted.

(d) A range of marks were awarded. Some answers were vague but most candidates knew that
adjustments were necessary for accruals and prepayments. Chandra is a new business and
lessons were all paid for in advance so there was no accrued lesson income. Candidates are
generally more confident when dealing with prepaid expenses rather than prepaid revenue.

(e) Well-prepared candidates gained six marks for a well presented answer using the increase and
decrease columns for amounts and the final column for one total the revised profit of $8349.
Weaker candidates lost marks for various reasons including: reversal of entries in
increase/decrease columns, putting answer for an error on the wrong row, too many entries in the
table that contradicted each other and poor calculation of revised profit with candidates mixing up
the increase and decrease columns. Candidates need more practice at using tables correctly and
using the information available in the question appropriately.

(f) Most candidates were awarded the full two marks.

(9) Most candidates gained at least one mark. The best answers were concise, for example, Chandra
is a sole trader while LQ is a limited company or that the businesses are of different sizes. Just
stating that the businesses were of different types was insufficient and suggested that the product
or service was different which was incorrect as they are both driving schools.

Question 5

(a) There were some good answers here with correct narratives, amounts, dates and sides of the
accounts. Weaker responses had a variety of errors including: incorrect dates (years are needed
as well as months and days), incorrect narratives which was mainly stating income statement
instead of income and expenditure account, incorrect amounts for income and expenditure and
partial reversal or complete reversal of account.

(b) Most candidates gained good marks on this question with well-prepared candidates gaining nine or
ten marks. Marks were lost most frequently for omitting subscriptions from the receipts side. Other
common errors included: labelling sports equipment as purchases, netting-off competition income
and prizes, placing some items on the wrong side, incorrect figure for subscriptions etc.

(c) A wide range of marks were given here. The ideal answer was set out clearly with subheadings,
precise labels and correct totals gaining seven marks. Weaker candidates gained zero for no
response or attempting an income and expenditure account. Common errors included: incorrect
figure for sports equipment, prepayment labelled as rent rather than rent prepaid or other
receivables, accrual labelled as general expenses rather than general expenses accrued or other
payables, surplus in wrong section or labelled as profit, omission of subscriptions owing and bank
account and using capital as a heading rather than accumulated fund. Candidates needed to use
their bank figure from 5(b) but sometimes they used the opening balance instead.

(d) There was some misunderstanding by many candidates of the word arisen so examples of how the
accumulated fund increases were allowed. No marks were awarded for reference to profit, or
capital or the owners investing funds.
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Question 6

(a)

(b)

(c)

(d)

(e)

()

(9)

A wide range of marks were achieved. An excellent answer added assets and deducted liabilities
taking into account adjustments with clear presentation. Most candidates gained some marks but
these were limited by the following kinds of error: poor adjustment for depreciation, omission of the
capital introduced in the form of non-current assets, no adjustment or incorrect adjustment of trade
receivables, omission of prepaid rent $120, addition of liabilities rather than deductions and
inclusion of opening capital of $20300. Candidates should make it clear in such questions whether
an item is to be added or subtracted.

Many weak responses gained no marks. Only a few candidates arrived at the answer of $452 for
profit, a few gained five marks based on their own figure from 6(a). These answers tended to start
with closing capital or use the capital account with a ledger format. Most candidates made mistakes
and there were many different types of presentation. Typical errors included: attempting to use an
income statement format sometimes with the inclusion of drawings, repeating many figures from
6(a) for example inventory, omission of new capital $5500 and incorrect addition or subtraction of
drawings. Some candidates used the capital account format from the statement of financial position
but then altered the format incorrectly to find the missing profit figure and did not note the figure
was a loss based on own figure.

This was generally answered well. Weak answers referred to returns or money earned rather than
profit.

The majority of candidates gained the mark. The main errors were lack of multiplication by 100 or
stating revenue rather than profit for the year.

This was answered reasonably well. If the formula in part 6(d) was incorrect however, some
candidates added the x 100 at this stage and then gained one or two marks. Candidates gained
one mark if closing capital was used rather than the requested opening capital. There was some
incorrect rounding to 2 decimal places.

The majority of candidates answered this correctly and referenced an increase in or poor control of
expenses. Candidates who gave answers which affected the gross profit had not read or
understood the information provided in the question.

A range of marks were rewarded. Excellent answers tended to be brief for example, easy
reference, helps prevent fraud and easier to prepare financial statements. Marks were often lost
due to too much reference to accuracy without mentioning check for errors or locating errors. Many
candidates thought that no errors would occur due to the use of double entry.
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ACCOUNTING

Paper 0452/21
Paper 21

Key messages

It is important to read through each question very carefully before attempting an answer. This ensures that
an important piece of information is not overlooked and that instructions are followed precisely.

Where appropriate supporting calculations should always be shown. Even if the final answer is incorrect,
some credit may be earned for some of the figures in the calculation.

The spaces provided on the question paper for candidates’ answers should be adequate. Sometimes it may
be necessary for a candidate to cross out all or part of their answer and provide another answer elsewhere
on the question paper. It is important that candidates indicate that this has been done. A note “Please refer
to Page ...” or “continued on Page ...” would ensure that this additional work is not overlooked when the
script is being marked.

Candidates should avoid the use of inappropriate abbreviations such as “b/d” for “Balance” in ledger
accounts and “GP” and “C of S” for gross profit and cost of sales in income statements.

Candidates are expected to be familiar with International Accounting Terminology and avoid the use of “old”
terminology such as “stock” and “net profit”.

It is very important that candidates present figures clearly and that written work is legible.

General comments

All the questions on the paper were compulsory and covered a wide range of syllabus topics. Most
candidates attempted to answer all questions. Those candidates who had a good knowledge of the subject
were able to apply that knowledge to the scenarios presented on the question paper.

It is important that candidates know the correct form of presentation for financial statements and ledger
accounts. In any financial statement or ledger account attention must be given to the wording as well as the
figures.

Some of the answers to the theory questions were far too vague and lacked clarity. Accounting is a subject in
which precision is extremely important.

Comments on specific questions

Question 1

(a) Candidates were required to identify two books of prime (original) entry. Most candidates correctly
identified the sales returns journal. There were various incorrect answers to the book in which bad
debts would appear, ranging from cash book, general ledger and nominal journal.

(b) Using information provided a purchases ledger control account had to be prepared. A missing
figure representing the amounts paid to credit suppliers had to be inserted. This question presented
very few problems for the more able candidates. A number of candidates included extraneous
items such as cash purchases and items related to trade receivables. Some items were incorrectly
identified such as “carriage inwards” incorrectly described as “carriage outwards
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Two reasons for the debit balance in the purchases ledger were required. Answers were
sometimes a little vague and not related to the particular scenario.

An explanation was required of how maintaining a provision for doubtful debts is an application of
the principle of prudence. The majority of candidates appreciated that this prevented the profit and
the trade receivables/current assets from being overstated. Some responses were too vague. “The
assets will not be overstated” was regarded as too general to merit the mark.

Candidates were required to discuss how an increase in the rate of cash discount would affect
liquidity and future profit. Most candidates appreciated that the cash would probably be received
earlier than previously. Some then explained that this would allow the trader to use that cash within
her business. Very few mentioned that the amount received would be reduced because of the
discount.

Many candidates understood that a higher cash discount would cause an increase in expenses and
a reduction in profit. A few also mentioned that the risk of bad debts may be reduced as a result of
customers paying earlier. A number of candidates incorrectly believed that the cost of sales would
be affected.

Question 2

(a)

(b)

(b)

An opening journal entry was required. Many candidates seemed unfamiliar with this type of entry
and produced separate journals entries for each of the items. It was expected that candidates
would be familiar with the format of a journal entry i.e. account(s) to be debited, account(s) to be
credited and a narrative. A journal should name the accounts in the ledger in which an entry is to
be made. For example “purchased premises” rather than “Premises” and “loan” rather than “AB
Loans” were not regarded as acceptable.

Two other uses of the general journal were required. Common correct responses included writing
off bad debts and correction of errors.

Candidates were presented with an incorrect trial balance together with details of additional errors
and a corrected trial balance had to be prepared. Many candidates incorrectly included both the
opening and closing inventories. Other common errors included omitting drawings and the petty
cash balance, and not making the appropriate adjustments for the purchases returns and the bank
charges. Where correct amendments were made to the items the totals of the trial balance agreed.
When the trial balance totals do not agree it is expected that candidates will understand that it is
necessary to open a suspense account.

Question 3

(a)

(b)

A number of partially completed ledger accounts were presented together with additional
information relating to these particular accounts. Candidates were required to make any necessary
entries in the accounts and to close or balance the accounts as appropriate. Those candidates who
had a good knowledge of double entry were able to earn good marks. Other candidates seemed to
be uncertain about when to balance an account and when to make a transfer to the income
statement. Where a transfer is made to income statement it should be shown as one figure in the
ledger account (not two individual transfers). A significant number of candidates transferred the
totals of the discount columns in the cash book to the incorrect discount accounts in the ledger
resulting in incorrect transfers to the income statement.

A disposal of motor vehicle account was provided and candidates were required to explain each
entry in the account and to state where the double entry would be made. Answers were often very
generic and completely unrelated to the account provided. For example “this is the cost of a motor”
was not an adequate explanation for the entry representing the original cost of the motor vehicle
which was being disposed of. A number of candidates did not appear to understand what the
entries in the disposal account represented. Despite the instruction about stating whether the
double entry account would be debited or credited, many candidates stated the name of an
account without any indication where the entry would be made in that account.
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Question 4

(a)

(b)

(c)

(d)

(e)

Candidates were provided with information at the end of the financial year and were required to
prepare an income statement of an advertising agency. A number of candidates did not seem to be
familiar with the preparation of an income account for a service business and attempted to
introduce revenue and cost of sales by using the figures representing capital and office equipment.
A common error was to include rent receivable as $10400 instead of $4800. Those candidates
who included calculations for the items requiring adjustments were able to earn some of the
available marks for those items even though the final figures were incorrect. A provision for
doubtful debts had to be created. This should have been calculated at 2% on the amount of trade
receivables and not 2% on the fees for the year. Suitable descriptions should be shown for the
items in an income statement. For example “Dep MV” and “NP” are not regarded as adequate.

The formula for the calculation of the return on capital employed had to be stated. There were
many correct responses. In questions like this it is important to write the words out in full and to
include “x 100”.

Using the opening capital and the profit for the year (calculated in Part (a)) candidates were
required to calculate the return on capital employed. This was well done. Some candidates did not
display the answer as a percentage and others ignored the instruction to use the capital at the
beginning of the year.

Candidates were required to state two reasons why one business earned a higher return on capital
employed. Many correctly stated that Asim’s business had a higher profit for the year; others
incorrectly concentrated on higher sales or lower expenses. The other reason causing the
difference was that Asim had a smaller capital employed.

This proved to be quite difficult for many candidates. Only monetary items are recorded in the
financial statements, and, because of this, many important factors which affect the performance of
a business are not included in those statements.

Question 5

(a)

(b)

(c)

(d)

(e)

(f)

(9)

Details about a business were provided. The purchases for the year had to be calculated by
preparing the trading section of an income statement. Many candidates earned good marks. It is
important to include a correct label for each item in the statement and avoid inappropriate
abbreviations such as “CS” for “cost of sales” and “GP” for “gross profit”. ltems must be in the
correct position in an income statement. For example, the opening inventory should appear before
the purchases and the purchases returns should be deducted from the purchases. Some
candidates incorrectly applied margin rather than mark-up. Despite calculating an incorrect gross
profit, many were able to earn an own figure for the purchases.

The formula for the calculation of the rate of inventory turnover had to be stated. There were many
correct responses. In questions like this it is important to write the words out in full.

Candidates were required to state two reasons why the rate of inventory turnover for a named
business was lower than the average for that type of business. Most candidates correctly identified
one of the reasons as holding a higher inventory. The other reason is a lower sales activity.
Popular incorrect responses included reference to cost of sales and selling price.

The basis on which inventory should be valued had to be stated. The vast majority of candidates
correctly stated “at the lower of cost and net realisable value”.

Candidates had to name the accounting principle being applied by valuing inventory on the basis
named in Part (d). The vast majority of candidates correctly named prudence, but a few incorrectly
suggested matching or realisation.

A table had to be completed to indicate the effect of overvaluing closing inventory. There was a
wide range of responses.

A table had to be completed to indicate the effect of two proposals on the gross profit. There was a
wide range of responses.
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Candidates were required to comment on the effects of a proposal to increase mark-up. Many
candidates correctly stated that the profit would increase. Only a few went on to explain that if the
selling price increased customers may go elsewhere. Common incorrect responses included
decrease (or increase) in cost of sales.

Question 6

(a)

(b)

(c)

(d)

(e)

()

(9)

(h)

It was expected that candidates would be able to state two differences between debentures and
ordinary shares. Many candidates did earn full marks. Some candidates identified two features of
debentures and two completely unrelated features of ordinary shares, and did not attempt a
comparison. Some comments were imprecise. For example, a statement such as “debenture
holders are paid first” was deemed to be too vague.

Candidates were required to explain that the general reserve arises from annual transfers from the
retained earnings. There was a vast variety of incorrect responses. A few candidates
misinterpreted the question and tried to explain why the general reserve had increased.

Two reasons why a limited company retains some profit each year were required. There were only
a few acceptable responses. Most candidates seemed to incorrectly believe that a general reserve
is represented by actual money. Common incorrect responses included ensuring that cash was
available to purchase non-current assets, repay loans and pay dividends. It should have been
explained that profits may be retained when there is not enough cash to pay a dividend or to
ensure that cash is retained in the business rather than using it for the payment of a dividend.

A table had to be completed to indicate where (if at all) six items would appear in the financial
statements of a limited company. There was a wide range of answers, but most candidates earned
at least three marks.

Candidates were required to suggest one advantage to existing shareholders if a company raised
extra finance from issuing debentures. There were some imprecise and vague answers such as
“more dividend” which was not regarded as adequate. The responses provided by a few
candidates were from the viewpoint of the company not the effect on the ordinary shareholders.

Candidates were required to state one disadvantage to the ordinary shareholders if a company
issued debentures. Once again, some answers were too vague such as “debentures get interest”,
and sometimes answers were from the viewpoint of the company.

The formula for the calculation of the current ratio had to be stated. There were many correct
responses. In questions like this it is important to write the words out in full.

A table had to be completed to indicate the effect of five proposals on the current ratio of a
company. There was a wide range of responses, but most candidates earned two or three marks.
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ACCOUNTING

Paper 0452/22
Paper 22

Key messages

Candidates should read through a question very carefully before attempting an answer. This ensures that an
important piece of information is not overlooked and that instructions are followed precisely. A factually
correct statement, which is not the answer to the question being asked, cannot be awarded credit.

Where appropriate, candidates are advised to provide supporting calculations. This ensures that some credit
may be earned even though the final answer may be incorrect.

The spaces provided on the question paper for candidates’ answers should be adequate. Sometimes it may
be necessary for a candidate to cross out all or part of their answer and provide another answer elsewhere
on the question paper. It is very important that candidates indicate that this has been done. A note ‘Please
refer to Page.....’ or ‘Continued on page....." would ensure that this additional work is not overlooked when
the script is being marked.

Candidates should avoid the use of inappropriate abbreviations such as ‘b/d’ for ‘balance’ in ledger accounts
and ‘PFDD’ for ‘Provision for doubtful debts’ in financial statements.

Candidates are expected to be familiar with International Accounting Terminology and avoid the use of ‘old’
terminology such as ‘stock’ and ‘net profit’, etc.

It is important that candidates present their figures clearly and that that their written work is legible.

General comments

All the questions on the paper were compulsory and covered a wide range of syllabus topics. Most
candidates attempted to answer all questions and were familiar with the correct format of financial
statements.

It is important that candidates present accounting statements in the correct format and that appropriate
descriptions are used in both financial statements and in ledger accounts. The written answers produced in
some of the narrative questions were vague and lacked clarity. Accounting is a subject in which precision is
extremely important.

All the day-to-day records of a business are based on double entry bookkeeping. Candidates must have a
good knowledge of double entry and must be able to apply this to the various scenarios. In addition to the
figures in a ledger account, attention must be given to the words entered in the details column and to the
dates.

Comments on specific questions

Question 1

(a) Candidates were provided with a business document and asked to name the document, calculate
the balance on the document, the percentage of the discount and to name the type of discount.

(i) The better-prepared candidates were able to correctly identify the business document as a
statement of account. There were a variety of incorrect answers ranging from memo, debit note,
invoice, bank statement, receipt, etc.
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This was well answered with most candidates correctly identifying the amount of discount allowed
being $335. Where candidates gave an incorrect answer, it was mostly due to errors in their
calculations.

Most candidates calculated the percentage discount correctly. Where candidates made an error, it
was because they based their percentage on the net amount paid rather than the gross amount.

Many candidates were unable to correctly identify the type of discount as ‘cash discount’. The most
common incorrect answers being trade discount, or discount received.

Many candidates did not realise that a statement of account is not recorded in the accounting
records. The most common incorrect answer was that the customer’s account should be debited.

Candidates were asked to refer to a transaction in a statement of account and name the document
issued, the person issuing the document and entries that would be made in the customer’s books.
Generally, this was well answered with many candidates earning full marks. A common mistake
was to think that W Jones was the supplier rather than the customer meaning the document issued
and name of the person issuing the document were incorrectly stated.

The question required candidates to name the book of prime (original) entry in which each of the
two traders would record a returns transaction and this was answered very well. Some candidates
did not realise that there was separate journal for returns and thought the entry would be recorded
in the sales and purchases journals respectively. Also, there were some candidates who thought
‘ledgers’ were books of prime entry.

Many candidates were able to correctly explain the meaning of ‘bad debts’ and ‘bad debts
recovered’. However, there were some candidates who confused trade receivables with trade
payables. Also, for bad debts some candidates did not explain that the debt would not be paid or
that amount owing would not be received. For ‘bad debts recovered’, candidates did not state that
the debt was either a bad debt or a debt that had previously been written off, even though they
stated that the customer had repaid some or all of the amount back.

This question was answered well. Many candidates were able to identify two ways that a trader
could reduce the risk of bad debts. However, candidates were not always specific enough in their
responses and no marks could be awarded. Common errors included:

. not explaining that introducing a credit limit must apply to each individual customer for the
policy to be effective

e suggesting a discount may be offered, but not stating or implying “cash discount”

e suggesting ‘charging interest’ but not clarifying that this would apply to late payments

. duplicating their response, i.e. ‘reduce credit sales’ and ‘sell on a cash basis’

. incorrectly stating that extending the time allowed for the trade receivables to pay would
reduce the risk of bad debts.

Candidates were asked to explain how maintaining a provision for doubtful debts is an application
of the principle of prudence. Most candidates recognised that this prevented profits from being
overstated but many simply wrote ‘prevent assets’ from being overstated without specifying that it
was current assets or trade receivables.

Similar to part (g), candidates were asked to explain how maintaining a provision for doubtful debts
is an application of the principle of accruals/matching. The majority of candidates struggled to earn
the marks on this part as many wrote about matching income and expenses but omitted ‘for the
year/same period’. Very few candidates mentioned that the provision for doubtful debts is an
expense. Some candidates chose not to attempt it all.

Most candidates successfully calculated the rate of provision for doubtful debts.
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The question required candidates to prepare a provision for doubtful debts account. There was a
clear division between candidates who were familiar with a provision for doubtful debts account,
often scoring full marks and those candidates who were not so well prepared.

Common errors included:

. inclusion of the trade receivables amounts of $18400 and $17 600 rather than provision for
doubtful debts’ balances

. incorrect dates and narratives

e opening balance entered as a debit balance

Question 2

(a)

(b)

(c)

(d)

(e)

This question required candidates to state the meaning of four terms and to provide an example of
each.

For the better-prepared candidates there were some very high marks earned on this part.
Candidates were better at providing good examples than defining the terms.

Many candidates lost marks for the explanation of capital expenditure as they included
‘repairing’/’maintenance of the non-current asset or expenses on non-current assets in their
explanation.

Many candidates were clearly unfamiliar with the terms capital and revenue receipts, sometimes
confusing these terms with source documents. For example, candidates defined a capital receipt
as a piece of paper that you are given after you have purchased something in capital expenditure.
Some candidates also gave examples of capital and revenue receipts rather than an explanation,
e.g. ‘sale of non-current assets’ and ‘income from sales’.

Four errors were listed and candidates were asked to indicate how each of the errors effected profit
for the year and closing capital. Candidates were better at the effect on profit for the year than on
the effect on closing capital.

This question proved difficult for many candidates. The question asked for an explanation as to
why a cash book is both a book of prime entry and also part of the ledger. The well prepared
candidates recognised that the cash book ‘is part of the double entry system’ and as such part of
the ledger. However, very few candidates were able to explain why the cash book is considered a
book of prime entry. Some candidates did make an attempt to explain this but found it difficult, i.e.
‘it is the first record of money transactions’.

Candidates were provided with a cash book (bank columns) and a bank statement and asked to
select the items needed to update the cash book. This was well attempted and candidates clearly
understood the adjustments required. Most candidates earned at least two marks on this question
with many earning the three marks available.

Using the cash book and bank statement candidates were asked to select the items that would
appear in the bank reconciliation statement. This element proved more challenging than the
previous one with many candidates incorrectly reversing their answers. A number of candidates
earned three of the four marks but omitted the bank error or included it in the wrong column.

Question 3

(a)

(b)

Most candidates were able to correctly name an alternative method of depreciation that could be
used to depreciate non-current assets. Where candidates lost marks it was because they were not
precise in their response referring to the reducing balance method as either ‘reducing’ or
‘diminishing’ and omitting the word balance.

Candidates struggled with providing two reasons why the straight-line method of depreciation
would not be a suitable method for depreciating hand tools. The better candidates earned at least
one mark with comments focusing on materiality issues. Very few candidates recognised that hand
tools do not depreciate by an equal amount each year or that a certain amount of tools are lost
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each year, making straight-line depreciation an inappropriate method. Some candidates made
general statements about straight-line and reducing balance depreciation methods without specific
reference to hand tools. No marks could be awarded.

(c) & (d) The question required candidates to calculate depreciation for office machinery for two individual

(e)

()

years.
A common mistake was to either calculate the total depreciation to date rather than just for the year
in question or to show the net book value as the answer. A number of candidates charged
depreciation for a whole year even though a machine had been operating for only part of the year.

Using the answers to (c¢) and (d), candidates were asked to prepare an office machinery account
and the provision for depreciation account for the two year period. There were common mistakes in
each of the two accounts:

Machinery account:

. incorrect narratives for the purchase of the two new machines

. entries for depreciation incorrectly included

» the disposal entry wrongly described as XY Limited

e anincorrect figure for disposal (rather than the original cost of the machine, candidates used
the proceeds from sale)

Provision for depreciation account:

« the entry for disposal omitted or an incorrect amount stated (the figure should have been the
accumulated depreciation from parts (c¢) and (d) plus the opening balance of $6000)

. incorrectly including the proceeds from sale

. incorrect narrative for the income statement entries

« annual transfers to income statement and balances carried down and brought down shown as
individual figures for each machine rather than a single figure

* incorrect dates or dates omitted

The question required candidates to calculate the profit or loss on disposal of a piece of machinery.
Many candidates found this difficult. Some candidates calculated the correct figure but did not state
whether it was a profit or loss.

Other candidates simply deducted the sale proceeds, $6000, from the original cost, $15000, and
ignored any accumulated depreciation and the effect of this on the profit/loss on sale. Candidates
could have improved their performance on this element by making sure they read the requirement
carefully and answered the question that was being asked of them.

Question 4

(a)

(b)

Candidates were provided with the profit for the year and asked to complete a statement of
changes in equity. Candidates had to insert the appropriate items in a partially completed
statement. Mistakes included dividends incorrectly deducted from the ordinary share capital and
the transfer to general reserve deducted from the total column rather than from the retained
earnings.

Candidates were provided with a list of balances and asked to prepare a statement of financial
position. This element provided an opportunity for many candidates to earn some high marks with
the better-prepared candidates earning full marks in many instances.

Common errors included:

< the net book value for the non-current assets was shown without the required cost and
accumulated depreciation columns

» the provision for doubtful debts was either omitted or the trade receivables shown as a net
figure after deducting the provision for doubtful debts (it should be shown on the line directly
below trade receivables, with suitable wording, and deducted from trade receivables)

« the provision for doubtful debts was included in current liabilities,

» the bank overdraft was included it in current assets
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* the bank loan was included in non-current liabilities
« included a single figure of $241 000 for the capital and reserves section rather than showing
the individual elements

(c) Candidates were asked to state two disadvantages to existing ordinary shareholders of raising
additional funds by issuing debentures. Most candidates earned at least one mark on this section.
They knew that, because debenture interest had to be paid, there would be less profit available for
distribution to the ordinary shareholders as dividends. However, some candidates incorrectly
thought that the dividend payment would be delayed because debenture holders came first.

(d) Candidates were asked for two disadvantages should additional funds be raised by issuing more
ordinary shares. Again, most candidates earned at least one mark and the better-prepared
candidates managed to earn full marks. However, the answers provided by some candidates
related to preference shares rather than ordinary shares.

Question 5

(a) Candidates were asked to prepare an income statement using the information provided. There were
some very good answers but there were also some very poor attempts. Common mistakes included:

* adding an imaginary opening inventory

« adding rather than subtracting the closing inventory to arrive at cost of sales

« purchases described incorrectly as credit suppliers

* no adjustment to the purchases figure for the amount owing to credit suppliers

« gross profit calculation based on a quarter of the costs of sales figure rather than a third

e no words to accompany the cost of sales or gross profit figures

» the figure for capital introduced used incorrectly as revenue

* rent and insurance figures not adjusted for prepaid amounts

* loan interest and depreciation on fixture and fittings included for a full year

« loan interest and depreciation on fixture and fittings omitted

» abbreviating the description for the depreciation such as “P for D” and not naming the asset
to which the depreciation related

» drawings and shop fixtures and fittings incorrectly included in the expenses

«  profit for the month incorrectly referred to as a surplus or profit for the ‘year’

(b) Most candidates were able to correctly state the formula for calculating the quick ratio.

(c) A table was presented to the candidates asking them to indicate the effect on the quick ratio. This
question provided good differentiation with only the well-prepared candidates earning full marks. The
majority of candidates earned either two or three marks of the five available.

(d) Candidates were asked to state which of the proposals listed in (c) would affect the quick ratio but
not the current ratio.

Most candidates correctly identified proposal number 6 but only a few candidates were able to
adequately explain why. Explanations tended to focus on the fact that the current ratio includes
inventory in the calculation but the quick ratio does not.

Very few candidates realised that a reduction in closing inventory would be counterbalanced by the
increase in cash and so have no effect on the current ratio.

(e) The final part of this question asked candidates to explain two factors that the owner of the business
should consider when comparing the business performance with that of another business.

Many candidates discussed comparing Aretta’s business with a business in a similar trade despite
the fact that this information was provided in the question. Some candidates also suggested how
Aretta could improve her business rather than explaining the factors that she should consider when
comparing her business performance with that of the other business.

The best candidates developed their answers often giving examples relating to the business in
question.
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ACCOUNTING

Paper 0452/23
Paper 23

Key messages

Candidates should read through a question very carefully before attempting an answer. This ensures that an
important piece of information is not overlooked and that instructions are followed precisely. A factually
correct statement, which is not the answer to the question being asked, cannot be awarded credit.

Where appropriate, candidates are advised to provide supporting calculations. This ensures that some credit
may be earned even though the final answer may be incorrect.

The spaces provided on the question paper for candidates’ answers should be adequate. Sometimes it may
be necessary for a candidate to cross out all or part of their answer and provide another answer elsewhere
on the question paper. It is very important that candidates indicate that this has been done. A note ‘Please
refer to Page.....’ or ‘Continued on page....." would ensure that this additional work is not overlooked when
the script is being marked.

Candidates should avoid the use of inappropriate abbreviations such as ‘b/d’ for ‘balance’ in ledger accounts
and ‘PFDD’ for ‘Provision for doubtful debts’ in financial statements.

Candidates are expected to be familiar with International Accounting Terminology and avoid the use of ‘old’
terminology such as ‘stock’ and ‘net profit’, etc.

It is important that candidates present their figures clearly and that that their written work is legible.

General comments

All the questions on the paper were compulsory and covered a wide range of syllabus topics. Most
candidates attempted to answer all questions and were familiar with the correct format of financial
statements.

It is important that candidates present accounting statements in the correct format and that appropriate
descriptions are used in both financial statements and in ledger accounts. The written answers produced in
some of the narrative questions were vague and lacked clarity. Accounting is a subject in which precision is
extremely important.

All the day-to-day records of a business are based on double entry bookkeeping. Candidates must have a
good knowledge of double entry and must be able to apply this to the various scenarios. In addition to the
figures in a ledger account, attention must be given to the words entered in the details column and to the
dates.

Comments on specific questions

Question 1

(a) Candidates were provided with a business document and asked to name the document, calculate
the balance on the document, the percentage of the discount and to name the type of discount.

(i) The better-prepared candidates were able to correctly identify the business document as a
statement of account. There were a variety of incorrect answers ranging from memo, debit note,
invoice, bank statement, receipt, etc.
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This was well answered with most candidates correctly identifying the amount of discount allowed
being $335. Where candidates gave an incorrect answer, it was mostly due to errors in their
calculations.

Most candidates calculated the percentage discount correctly. Where candidates made an error, it
was because they based their percentage on the net amount paid rather than the gross amount.

Many candidates were unable to correctly identify the type of discount as ‘cash discount’. The most
common incorrect answers being trade discount, or discount received.

Many candidates did not realise that a statement of account is not recorded in the accounting
records. The most common incorrect answer was that the customer’s account should be debited.

Candidates were asked to refer to a transaction in a statement of account and name the document
issued, the person issuing the document and entries that would be made in the customer’s books.
Generally, this was well answered with many candidates earning full marks. A common mistake
was to think that W Jones was the supplier rather than the customer meaning the document issued
and name of the person issuing the document were incorrectly stated.

The question required candidates to name the book of prime (original) entry in which each of the
two traders would record a returns transaction and this was answered very well. Some candidates
did not realise that there was separate journal for returns and thought the entry would be recorded
in the sales and purchases journals respectively. Also, there were some candidates who thought
‘ledgers’ were books of prime entry.

Many candidates were able to correctly explain the meaning of ‘bad debts’ and ‘bad debts
recovered’. However, there were some candidates who confused trade receivables with trade
payables. Also, for bad debts some candidates did not explain that the debt would not be paid or
that amount owing would not be received. For ‘bad debts recovered’, candidates did not state that
the debt was either a bad debt or a debt that had previously been written off, even though they
stated that the customer had repaid some or all of the amount back.

This question was answered well. Many candidates were able to identify two ways that a trader
could reduce the risk of bad debts. However, candidates were not always specific enough in their
responses and no marks could be awarded. Common errors included:

. not explaining that introducing a credit limit must apply to each individual customer for the
policy to be effective

e suggesting a discount may be offered, but not stating or implying “cash discount”

e suggesting ‘charging interest’ but not clarifying that this would apply to late payments

. duplicating their response, i.e. ‘reduce credit sales’ and ‘sell on a cash basis’

. incorrectly stating that extending the time allowed for the trade receivables to pay would
reduce the risk of bad debts.

Candidates were asked to explain how maintaining a provision for doubtful debts is an application
of the principle of prudence. Most candidates recognised that this prevented profits from being
overstated but many simply wrote ‘prevent assets’ from being overstated without specifying that it
was current assets or trade receivables.

Similar to part (g), candidates were asked to explain how maintaining a provision for doubtful debts
is an application of the principle of accruals/matching. The majority of candidates struggled to earn
the marks on this part as many wrote about matching income and expenses but omitted ‘for the
year/same period’. Very few candidates mentioned that the provision for doubtful debts is an
expense. Some candidates chose not to attempt it all.

Most candidates successfully calculated the rate of provision for doubtful debts.
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The question required candidates to prepare a provision for doubtful debts account. There was a
clear division between candidates who were familiar with a provision for doubtful debts account,
often scoring full marks and those candidates who were not so well prepared.

Common errors included:

. inclusion of the trade receivables amounts of $18400 and $17 600 rather than provision for
doubtful debts’ balances

. incorrect dates and narratives

e opening balance entered as a debit balance

Question 2

(a)

(b)

(c)

(d)

(e)

This question required candidates to state the meaning of four terms and to provide an example of
each.

For the better-prepared candidates there were some very high marks earned on this part.
Candidates were better at providing good examples than defining the terms.

Many candidates lost marks for the explanation of capital expenditure as they included
‘repairing’/’maintenance of the non-current asset or expenses on non-current assets in their
explanation.

Many candidates were clearly unfamiliar with the terms capital and revenue receipts, sometimes
confusing these terms with source documents. For example, candidates defined a capital receipt
as a piece of paper that you are given after you have purchased something in capital expenditure.
Some candidates also gave examples of capital and revenue receipts rather than an explanation,
e.g. ‘sale of non-current assets’ and ‘income from sales’.

Four errors were listed and candidates were asked to indicate how each of the errors effected profit
for the year and closing capital. Candidates were better at the effect on profit for the year than on
the effect on closing capital.

This question proved difficult for many candidates. The question asked for an explanation as to
why a cash book is both a book of prime entry and also part of the ledger. The well prepared
candidates recognised that the cash book ‘is part of the double entry system’ and as such part of
the ledger. However, very few candidates were able to explain why the cash book is considered a
book of prime entry. Some candidates did make an attempt to explain this but found it difficult, i.e.
‘it is the first record of money transactions’.

Candidates were provided with a cash book (bank columns) and a bank statement and asked to
select the items needed to update the cash book. This was well attempted and candidates clearly
understood the adjustments required. Most candidates earned at least two marks on this question
with many earning the three marks available.

Using the cash book and bank statement candidates were asked to select the items that would
appear in the bank reconciliation statement. This element proved more challenging than the
previous one with many candidates incorrectly reversing their answers. A number of candidates
earned three of the four marks but omitted the bank error or included it in the wrong column.

Question 3

(a)

(b)

Most candidates were able to correctly name an alternative method of depreciation that could be
used to depreciate non-current assets. Where candidates lost marks it was because they were not
precise in their response referring to the reducing balance method as either ‘reducing’ or
‘diminishing’ and omitting the word balance.

Candidates struggled with providing two reasons why the straight-line method of depreciation
would not be a suitable method for depreciating hand tools. The better candidates earned at least
one mark with comments focusing on materiality issues. Very few candidates recognised that hand
tools do not depreciate by an equal amount each year or that a certain amount of tools are lost
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each year, making straight-line depreciation an inappropriate method. Some candidates made
general statements about straight-line and reducing balance depreciation methods without specific
reference to hand tools. No marks could be awarded.

(c) & (d) The question required candidates to calculate depreciation for office machinery for two individual

(e)

()

years.
A common mistake was to either calculate the total depreciation to date rather than just for the year
in question or to show the net book value as the answer. A number of candidates charged
depreciation for a whole year even though a machine had been operating for only part of the year.

Using the answers to (c¢) and (d), candidates were asked to prepare an office machinery account
and the provision for depreciation account for the two year period. There were common mistakes in
each of the two accounts:

Machinery account:

. incorrect narratives for the purchase of the two new machines

. entries for depreciation incorrectly included

» the disposal entry wrongly described as XY Limited

e anincorrect figure for disposal (rather than the original cost of the machine, candidates used
the proceeds from sale)

Provision for depreciation account:

« the entry for disposal omitted or an incorrect amount stated (the figure should have been the
accumulated depreciation from parts (c¢) and (d) plus the opening balance of $6000)

. incorrectly including the proceeds from sale

. incorrect narrative for the income statement entries

« annual transfers to income statement and balances carried down and brought down shown as
individual figures for each machine rather than a single figure

* incorrect dates or dates omitted

The question required candidates to calculate the profit or loss on disposal of a piece of machinery.
Many candidates found this difficult. Some candidates calculated the correct figure but did not state
whether it was a profit or loss.

Other candidates simply deducted the sale proceeds, $6000, from the original cost, $15000, and
ignored any accumulated depreciation and the effect of this on the profit/loss on sale. Candidates
could have improved their performance on this element by making sure they read the requirement
carefully and answered the question that was being asked of them.

Question 4

(a)

(b)

Candidates were provided with the profit for the year and asked to complete a statement of
changes in equity. Candidates had to insert the appropriate items in a partially completed
statement. Mistakes included dividends incorrectly deducted from the ordinary share capital and
the transfer to general reserve deducted from the total column rather than from the retained
earnings.

Candidates were provided with a list of balances and asked to prepare a statement of financial
position. This element provided an opportunity for many candidates to earn some high marks with
the better-prepared candidates earning full marks in many instances.

Common errors included:

< the net book value for the non-current assets was shown without the required cost and
accumulated depreciation columns

» the provision for doubtful debts was either omitted or the trade receivables shown as a net
figure after deducting the provision for doubtful debts (it should be shown on the line directly
below trade receivables, with suitable wording, and deducted from trade receivables)

« the provision for doubtful debts was included in current liabilities,

» the bank overdraft was included it in current assets
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* the bank loan was included in non-current liabilities
« included a single figure of $241 000 for the capital and reserves section rather than showing
the individual elements

(c) Candidates were asked to state two disadvantages to existing ordinary shareholders of raising
additional funds by issuing debentures. Most candidates earned at least one mark on this section.
They knew that, because debenture interest had to be paid, there would be less profit available for
distribution to the ordinary shareholders as dividends. However, some candidates incorrectly
thought that the dividend payment would be delayed because debenture holders came first.

(d) Candidates were asked for two disadvantages should additional funds be raised by issuing more
ordinary shares. Again, most candidates earned at least one mark and the better-prepared
candidates managed to earn full marks. However, the answers provided by some candidates
related to preference shares rather than ordinary shares.

Question 5

(a) Candidates were asked to prepare an income statement using the information provided. There were
some very good answers but there were also some very poor attempts. Common mistakes included:

* adding an imaginary opening inventory

« adding rather than subtracting the closing inventory to arrive at cost of sales

« purchases described incorrectly as credit suppliers

* no adjustment to the purchases figure for the amount owing to credit suppliers

« gross profit calculation based on a quarter of the costs of sales figure rather than a third

e no words to accompany the cost of sales or gross profit figures

» the figure for capital introduced used incorrectly as revenue

* rent and insurance figures not adjusted for prepaid amounts

* loan interest and depreciation on fixture and fittings included for a full year

« loan interest and depreciation on fixture and fittings omitted

» abbreviating the description for the depreciation such as “P for D” and not naming the asset
to which the depreciation related

» drawings and shop fixtures and fittings incorrectly included in the expenses

«  profit for the month incorrectly referred to as a surplus or profit for the ‘year’

(b) Most candidates were able to correctly state the formula for calculating the quick ratio.

(c) A table was presented to the candidates asking them to indicate the effect on the quick ratio. This
question provided good differentiation with only the well-prepared candidates earning full marks. The
majority of candidates earned either two or three marks of the five available.

(d) Candidates were asked to state which of the proposals listed in (c) would affect the quick ratio but
not the current ratio.

Most candidates correctly identified proposal number 6 but only a few candidates were able to
adequately explain why. Explanations tended to focus on the fact that the current ratio includes
inventory in the calculation but the quick ratio does not.

Very few candidates realised that a reduction in closing inventory would be counterbalanced by the
increase in cash and so have no effect on the current ratio.

(e) The final part of this question asked candidates to explain two factors that the owner of the business
should consider when comparing the business performance with that of another business.

Many candidates discussed comparing Aretta’s business with a business in a similar trade despite
the fact that this information was provided in the question. Some candidates also suggested how
Aretta could improve her business rather than explaining the factors that she should consider when
comparing her business performance with that of the other business.

The best candidates developed their answers often giving examples relating to the business in
question.
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Learn more! For more information please visit www.cambridgeinternational.org/igcse or contact Customer Services
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MARK SCHEME
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Published

This mark scheme is published as an aid to teachers and candidates, to indicate the requirements of the
examination. It shows the basis on which Examiners were instructed to award marks. It does not indicate the
details of the discussions that took place at an Examiners’ meeting before marking began, which would have
considered the acceptability of alternative answers.

Mark schemes should be read in conjunction with the question paper and the Principal Examiner Report for
Teachers.

Cambridge International will not enter into discussions about these mark schemes.
Cambridge International is publishing the mark schemes for the May/June 2018 series for most

Cambridge IGCSE™, Cambridge International A and AS Level and Cambridge Pre-U components, and
some Cambridge O Level components.

IGCSE™ is a registered trademark.

This document consists of 14 printed pages.

Cambridge Assessment
© UCLES 2018 # International Education [Turn over



1 jo g abed 8102 S310N®

‘sl10)diosap
[9A8] o11BUBb Jo uonjesldde ay} Ul JO SUOIJONIISUI PAOMOI|0) JOU BABY Salepipued alaym suonenyis ul "6 Ajjualsisuod paldde aq jsnw sa|ny

¥ 3TdIONIAd ONIMEVIN OI43INTO

‘'snonfBiqueun aq p|noys ‘Janamoy ‘Buiuesw ay] ‘awayos ylew ayj Aq pajeolpul se uolsanb

ay) Aq passesse A||ealoads ale salinjes) asay) uaym Jewwelb pue uonenyound ‘Buljiads jo Ayjenb ayy uo pabpnl aq Ajuo pjnoys siemsue
SUOISSIWO 10} pa}oNpap Jou ale sylew

SJ01J9 10) paJonpap Jou ale syJew

Op ued pue mouy Aay} Jeym ajedisuowap AJeajo sajepipued usym papieme ale syJew

ajelidoidde se Jepea] wea | InoA 0} Bulisjal ‘ewayos yiew pue sngejihs ayy Jo adoos

oy} puokaq ob yolym SIamsue pleA 1o} UBAIB SI 1Ipatd ‘JIoASMOH ‘aWayds JJew ay} Ul paulap Se ‘SiIomsue pljeA/}o81100 IO} papleme ale sylew e

:Alaasod papieme aq 1snw sylepy

-€ A1dIONIEd ONIMEVIN DIHINTO

‘(suonoeJj 18yjo J0 ‘SyJew Jjey Jou) syJew ajoym sAem|e aie papieme SyJep

-¢ ATdIONI-Ad ONIMEVIN OI43INTO

's1dlios uonesipiepuels ay) Aq payljdwexs se ajepipued e Aq palinbal asuodsal JO plepuels ay} e
uonsanb ay} 1o} s10)diI0sap |9A9] OuBUAL By} Ul JO BWBYDS Ylew ay} ul pauyap SIS ouyloads ay) e
uonsanb ay) Joj si0)diIosap |9As] oBUSD BY) 10 BWBYDS YJew ay) JO JUdJU0D olIoads ay) e

UlIM BUI| Ul papJeme g }snw SyJeln

-1 ATdIONIAd ONIMEVIN OI43INTO

‘sa|diound Bunpjiew
asay) yum Aldwos osje [im swayos yiew pue Jaded uonsanb yoeg -uonsanb e o} si01duosap |9A9] ollBUab 10 awayods yJew ay} Jo Jusju0 dly0ads
ay) apisbuoje palidde aq pjnoys Aay| ‘siemsue ajepipued Bupjiew uaym siauiwexs |je Aq palidde aq isnw sajdiould Buylew jeiauab asay |

sa|didoulid Bupjiey oLIdudD)

aaHsIgand
810z aunr/Aepy |aweyog e\ — 3809| 8bpuque) €1/25%0




1 jo ¢ abed 8102 S310N®

‘puiw Ul sioyduosap apelb
Jo spjoysaJiy) apelb yym papieme aq JoU pjNoyYs SyJe\ "dWaYds }Jew sy} Ul paulsp se sjuswalinbal ay} uo A|9|os paseq aie papleme SyIe

-9 A1dIONIEd ONIMEVIN DIHINTO

‘(uoas sasuodsal ajepipued ay} Jo Ajljenb sy 01 Buipiodoe pajiwil 8q
Aew abuel yJew [N} 8y} JO asn ay} (JBABMOY) uol}sanb ay} Jo) sWwayos ylew ay) Ul pauiep syJew jo abuel ||n} ay) Buisn papieme aq pjnoys syIe

-G A1dIONIEd ONIMEVIN DIHINTO

aaHsIgand
810z aunr/Aepy |aweyog e\ — 3809| 8bpuque) €1/25%0




1 jo y abed 8102 S310N®

I g (N
I o) O
I g (u)1
I a (6)1
I 0 1
I a (81
I v ()L
I v (@)1
I \" (@)1
L g (e)L
oL L
SHJeN Jomsuy :o_ummsc
aaHsigand

810z aunr/Aepy |aweyog e\ — 3809| 8bpuque) €1/25%0




vl Jo G obed 8/0Z2 S310N ©
L 10bpo| sa|qeAnledal apel) Jo J1abpa| sojeg (n(@)z
€ (1) (922)/ 10 1p/umelpiano 9zz = (1) g6€ + (1) 02z + (8€8) (P)Z
(1) ozl saseyoind | (1) 0zl sbumeiq | g
(1) 8 pamoje jJunodsiq
(1) ooy uel | (1) ze¢ Nueg | v
oov ¢l
0} dn ppe yoiym aiay sosuadxa
soaujua z aney ued | (L) oog 3[0IYaA J0JON
(1) oovzi slojo Apsads | (1) 00l 21 S9JOIYaA JOJON | €
(1) ovy suinjal saseyoind | (1) Ovy auer | ¢
0cc soles 0cec yseo | 1
ol $ pa}pal0 (S)HUNoodY $ pajgap (s)junoody )z
L eulnol Jo [eulnol jejsuss ¢
2 [euinol suinjas seseyoind ¢
L yoog ysey | (a)z
yoea yJew L — suoseal z Auy
‘sjulod pijea Jayjo ydasoy
sasodind aoualajel/suoijoesued) Jo ISl e Se 89S 0]
sjuejunodsoe Jolun( uielyajdoad |elonas usamiag PapIAIp 8q 0] YJOM SMO||Y
suoljoesuel} Jo sadAy Jejiwis Jayjaboy sdnolo
SJUNO2%E |04U09 Jo uoleledald ay) ul sdjsy
soseyoind 1palo |ejo) "6°8 uonewlojul Bununodoe asuewwns pue Jayieb o) sdjaH
19bpa| ayy 0y Bunysod 1oy pie ue se sjoy
Z Xe|N Jabpa| a8y} ul salus JO Jaquinu ay} seoNpay (e)z
syIep Jamsuy uonsanp
a3Hsinand
810z aunr/Aep awayos Yew — 3s091 abpuquen €1/25¥0




¥1 Jo 9 abed 8102 S3TON ®
0.8 081
she = X
. (1) shkep G = (1) 1 G9¢ 002 22 )
saseyoind ypaln
L G9ex so|qeAed apel | (a)e
00222 p/q eoueleg | Aepy
261002 261002
0/808l (1) saseyo.ind 1pai) 00Z 22 (1) p/o 8ouejeg
44 (1) pebieyo isaieu]  og 4dy Q0¥ (1) J1ebps) ssjes enuon
810Z 298../1 40 (1) 49 (2) yueg
008 61 (1) p/qeoueleg | Aepy  0€g (1)  psa@oasuUNOOSIg Qg Jdy
2102 8102
$ s|ieleg sleqg $ s|ieleg aleg
Junoooe |041uod Jabpa| aseyaind
g nwinyy (e)e
syIe Jamsuy uonsanp
L J8bpa| [eUIWIOU JO |BIBUBL) (m(e)z
syJe\ Jamsuy uonsanyd
aaHsigand
810z aunr/Aepy |aweyog e\ — 3809| 8bpuque) €1/25%0




vl jo L obed 8102 S310N O
40 (1) oW 509 = 40 (1) Z+(0005¢€ +40 0. 2¢€)
Z . - 000 502 (e
Aiojuanul aberony
L s9|es J0o 10D (u)e
suolje|nojed aAljeuldlje }dasoy
(2) 01 6G% = Jomsue J|
€ 40 (1) ocz2e$ = (1) (028 081 + 00% 92) — (1) (000 G€$ + 000 S02$) (B)e
(1) %Sv = (1) 001 X 20059
z o 052 26 We
juiod Jad ysew | ‘g xe
‘sjulod pijea Jayjo jdasoy
Alddns 01 esnjal Aejy
PaAIa0al JUNODSIP/SIUNOJSIP YSe Jo abejuenpe aye) j,ued
swAed aje| Joj jsalajul pableyo aq Aey
SJawo}snd UMo Ajsijes 0} a|ge aq jou Aew saseyoind axew 0} ajqeun Jj|
sJaliddns uasoyo wolj saseyoind ayew o1 Alljige ay] 108je pinon
uonejndal/bunel upalo ood e 186 by
Z XelN alnn} ayj ul JIpalo uleyqo 03 JNoIYip 3 9ew jybiw pouad uswAed Alojoejsiesun uy (9)¢
40 (1) pemojje swia) piepuels ayj ueyy Jabuoj si pouad uswAed ay |
4 40 (1) paysnes joN (P)e
syIep Jamsuy uonsanp
a3Hsinand
810z aunr/Aep awayos Yew — 3s091 abpuquen €1/25¥0




1 jo g abed

810C S3T10N ©

Uoea }Jew | x sjuswwod g Auy
‘sjulod pijea Jayjo jdasoy
BWOooU| |en)oe Wody pajonpap aq jsnw sjuswAed aoueApe/eouspnud jo uoneolddessidiouud (Buiyoyew) sjentooe jo uoneolddy
alWOodUI JI8Y)0 paAladal sey eipuey)
pua-ieaA ay} 1e swooul piedaid sey eipuey)
slauJes| 8y} SBMO ay se elpuey) o} Ajljigel| e si
Z pauJea 1A Jou Sey a8y YdIym 92UBAPE Ul SWOJUI PaAISdal Sey eipuey) (P)¥
Z 40 (1) 096 61$ = 40 (1) 0¥2$ — 002 02$ ()
suolje|nojes aAljeuld)je 3dasoy
€ (1) ovzs = (1) 0z$ x (1) (2 +9 + ¥) @)y
‘(1) 3@sse Jua.ino e se uopisod |eloueul JO JuBWS)E)S
By} Ul papnjoul 8q ||Im }| ‘pouad |eioueuls (L) 3IXxau ay) ul paAIadal aq |IM Yyoiym () paudea Junowe ue s| auwodul panJooy
‘(1) Aypqger) uaaino e se uoiisod |eloueul) JO Juswale)s
9 8y} ul papnjoul aq [|Im }] ‘pouad |eloueul () Juasana sy} ul pauinoul asuadxe ue Joj () Buimo Junowe ue s| [entooe uy (e)y
syIep Jamsuy uonsanp
a3Hsinand
810z aunr/Aep awayos Yew — 3s091 abpuquen €1/25¥0




1 jo 6 abed

810C S3T10N ©

(1) ssauisng ayj Jo asoy} wolj ayesedas jdoy ag pjnoys suonoesuel) S aumQ
r4 (1) A;us ssauisng Wy
40 (1) 49 (2)
6v¢ 8 joud payoslio)
(LLp) 009 681
(Y { Jo1i3
(1) 68 ¢ Jowug
(1) 009 z Joug
(1) o0lL | Joug
09.8 woud yeig
$ $ $
asealoa( asealou| 10843 ON
9 810z Aenuer |¢ papua Jeak ay} Joy) Jjoid pasinal Jo Juswale)s (8)y
syJe\ Jamsuy uonsanyd
aaHsigand
810z aunr/Aepy |aweyog e\ — 3809| 8bpuque) €1/25%0




1 40 01 9bed

810C S3T10N ©

Z wnuwixew ‘uiod Jad yiew |
sjuiod pijeA Jayjo 3dasoy

suosiedwod a)ew 0} papasu Uoljew.loul 8y} ||e uieyqo o} ajqissod aq jou Aew }

SJ0J0B} AJB}JOUOW-UOU MOYS JOU Op SjuaWwale)s [eloueuly ay |

spua JeaA Jualayip aney Aew sassauisng ay |

salo1jod Bunelado juaisayip aAey Aew sassauisng ay |

spoyjawy/saloljod Buiunoooe Juaiaylp aAey Aew sassauisng ay |

[e21dA} 10U SI yoiym JeaAh e 1oy 9q Aew Ssjuswale)s |eioueuly ay |

SpUaJ} MOYS JOU [[IM UYDIYyMm ‘JeaA auo AJuo 1o} aq ||IM eipuey) JO Sjuswale)s |eloueuly ay |
paysI|gelsa sl N7 ‘SsauIsng mau e S| eipuey)

9[BOS JO S9ILOU0Id ‘9ZIS Jualayiq

ainjonuis |eudeo juaiayig

Z Auedwod pajiwi| e si D7 ‘4epel) 9|0s ke S| elpuey) (B)y
syIep Jamsuy uonsanp
a3Hsinand
810z aunr/Aep aWaYds e — 3SO9| abpuque) €1/25%0




1 40 || 8bed 8102 S3ITON ®
- 868 do(1) p/q eoueleg | Jdy
0569 0569
858 p/o @oueleg
0922 (1)  juswdinba spodg 0S¢ (1) suoneuo(
(0[3% (1) aoueunsu| 006 (1) so8} Aljus uonedwo) e
289 (1) sosuadxa |eJauas) ov.v (1) suonduosgng e
0z¢ (1)  sezud uonnadwo)d 8102
0002 (1) ey LgJieN 096 (1) p/q eoueleg | udy
8102 1102
$ s|ieleg sleqg $ s|ieleg aleg
8102 Y2JB\ L€ papus Jealk ay} o) Junoddy sjuswAied pue sydieoay
(1] anio spods gm (@)s
sajep | +
ovl p/q 8oueleg | udy
000G 000G
ovl (1) p/osoueleg
ov. v (1)  uyseopueg Lguep
8102
ozl (1) p/geoueeg Ludy 000G (1) alnjipuadxa pue swoou|  Lg Jep
2102 8102
$ s|ieleg aleqg $ s|ieleg aleg
Junoooe suonduosqng
S gn|Q spods gm (e)s
SHJeN Jomsuy :o_awwsd
aaHsigand
810z aunr/Aepy |aweyog e\ — 3809| 8bpuque) €1/25%0




1 0 Z| 8bed 8102 S3ITON ®
rA qnjo 8y} Jo uels 8y aouls (1) suouyep ayi e sse| qnjo 8y} Aq spew (L) sesnjdins ayj ||e JO [e10} 8y} SI )| (P)S
8GZ /1
(1) 121 so|qeked Jay10
selljigel| Juauny
(1) gL 21 (1) 8951 Jeak ay} Joy sniding
€96 Gl aoue|eq Buiuadp
punj paje|nwnooy
8GC L1 s}asse |ejo ]
86% | 40(1) 8s8 yueg
(1) o00s S9|qeAI90a] JBYI0
(1) owl Buimo suonduosqnsg
S}asse jualing
(1) 0961 uoneni|ea je juswdinba spodg
S}oSSse Jualind-uUoN
$ $
810Z YoJe|\ LE Je uonisod |eioueul Jo juswalels
L gn|D suods gm (9)5
syJe\ Jamsuy uonsanyd
aaHsigand
810z aunr/Aepy |aweyog e\ — 3809| 8bpuque) €1/25%0




1 jo ¢| abed

810C S3T10N ©

suolje|najes aAljeusdlje }dasoy
25292 z5292
ZSy 40(1) Jeak ay) Jo njoud
00S S (1) S|0IYBA IOJOIN  LE 080 2SS €T p/o 8ouejeg
00€ 02 (1) p/q @ouejeg | Uer 00.Z L€ 08Q
1102 1102
$ s|iejeQ ajeq ¢ aleQ
:O_wﬁ:www._a OAlleuldl} |y
d0(1) zsv Jeak ay) Joj Jjoid
40 (1) (zss€2) |leyided Buisojo :sseT
00l €2
(1) (00L2) sbuime.q :sse
008 G2
(1) ooss paonpouul [eyded ppy
(1) oogoz |leydeo BuiuedQ
S $ (@)9
d0(1) zssez /10Z Jlequaodeq L¢ je |eyded
€66 1 (1) A 86 se|qefed Jsyl0
GeY | so|gefAed apel|
G0l G2
(1) 602
(L) zvel (00L —2¥02) S9|qeAlsd8al spel|
A_‘v 0cl Sa|geAladal Jayl0
¥€6 ¢
(1) ~o00s g 8|0IYaA I0J0|\
(1) oovvl (009 € —00081) Juswdinbg
L $ $ (e)9
syJe\ Jamsuy uonsanyd
aaHsIand
810z aunp/Ae |awsyos Yle — 3509 ebpuque) €1/25+0




1 40 ¥ 9bed

810C S3T10N ©

€ XeN

¢ xXe\ ‘ Jutod sad yiew |
sjuiod pijeA 1ayjo jdasoy

Ayenp jo sidiouiid ayj suleluiey

so99} Aouelunoooe Jadeay)

@ouewJopad ainseaw/soljes Buiunodoe aje|ndjes o0} Jaise]
JUSWa)e)sS BWOodUl Ul |ge|IeAe |Ie}ap S0\

a|gejieAe Ajises aiow aJie saduejeg

aoualsjal Ase]

pnel} juaaaid 0y sdjaH

SJ0JJ8 8)e20|/}09}9p JO SI0JIS dldWYIE/AoBINDDE XoBYD 0} sdiaH
yjoud aye|nojes/sjuswale)s |eoueuly aiedald o) pasn/iaxdinb/iaise]

(6)9

I xe ‘yuiod Jad ysew |
‘uoseal pijeA Aue jdasoy

aWwooUl JoYJ0 Ul 8sealoag
sasuadxa Jayjo ul asealou|

Jeak siy} syqep peq aJow Jjo ajoim palbalg

S}osse jJualind-uou uo uonenaldap Buibieyo pauels pauibalg

()9

00€ 0¢

X

00l dOcsvy

% paau op 40 (1) %ez'Z = (1)

(®)9

L paiojdwa |eyden
X
00} (Jeah ayy Joy) oud

()9

paliojdwa |ejided Jo 9, e se paAladal Jjoid

palojdwa Buiaq si [ended ayy Apusiole moy Smoys

10

ssauIsng ay} ul pasn 001 $ yoes Joy pauies jjoid ay} smoys }|

()9

syJep

Jamsuy

uonsanp

810z aunr/Aepy

a3HsIand
awayos Ye — 3SO9| abpuquie)

€L/1eav0




Cambridge Assessment International Education
Cambridge International General Certificate of Secondary Education

Cambridge

IGCSE

ACCOUNTING 0452/21
Paper 2 May/June 2018
MARK SCHEME

Maximum Mark: 120

Published

This mark scheme is published as an aid to teachers and candidates, to indicate the requirements of the
examination. It shows the basis on which Examiners were instructed to award marks. It does not indicate the
details of the discussions that took place at an Examiners’ meeting before marking began, which would have
considered the acceptability of alternative answers.

Mark schemes should be read in conjunction with the question paper and the Principal Examiner Report for
Teachers.

Cambridge International will not enter into discussions about these mark schemes.
Cambridge International is publishing the mark schemes for the May/June 2018 series for most

Cambridge IGCSE™, Cambridge International A and AS Level and Cambridge Pre-U components, and
some Cambridge O Level components.

IGCSE™ is a registered trademark.

This document consists of 18 printed pages.
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Generic Marking Principles

These general marking principles must be applied by all examiners when marking candidate answers.
They should be applied alongside the specific content of the mark scheme or generic level descriptors
for a question. Each question paper and mark scheme will also comply with these marking principles.

GENERIC MARKING PRINCIPLE 1:
Marks must be awarded in line with:
» the specific content of the mark scheme or the generic level descriptors for the question

» the specific skills defined in the mark scheme or in the generic level descriptors for the question
» the standard of response required by a candidate as exemplified by the standardisation scripts.

GENERIC MARKING PRINCIPLE 2:

Marks awarded are always whole marks (not half marks, or other fractions).

GENERIC MARKING PRINCIPLE 3:
Marks must be awarded positively:

 marks are awarded for correct/valid answers, as defined in the mark scheme. However, credit
is given for valid answers which go beyond the scope of the syllabus and mark scheme,
referring to your Team Leader as appropriate

* marks are awarded when candidates clearly demonstrate what they know and can do

» marks are not deducted for errors

» marks are not deducted for omissions

e answers should only be judged on the quality of spelling, punctuation and grammar when these
features are specifically assessed by the question as indicated by the mark scheme. The
meaning, however, should be unambiguous.

GENERIC MARKING PRINCIPLE 4:

Rules must be applied consistently e.g. in situations where candidates have not followed
instructions or in the application of generic level descriptors.

GENERIC MARKING PRINCIPLE 5:

Marks should be awarded using the full range of marks defined in the mark scheme for the question
(however; the use of the full mark range may be limited according to the quality of the candidate
responses seen).

GENERIC MARKING PRINCIPLE 6:

Marks awarded are based solely on the requirements as defined in the mark scheme. Marks should
not be awarded with grade thresholds or grade descriptors in mind.

© UCLES 2018 Page 2 of 11
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Question Answer Marks
1(a)(i) Statement of account 1
1(a)(ii) | $335 1
1
1(a)(iii) LMOO _ 29,
(686 +14)
1(a)(iv) | Cash discount 1
1(b) debit entry in ledger credit entry in ledger no entry would be 1
account of W Jones account of W Jones made
V(1)
1(c) document issued | name of person entries made by W Jones 4
Issuing account debited | account credited
document
Invoice (1) J Smith (1) Purchases (1) J Smith (1)
1(d) book of prime (original) entry used sales returns journal (1) 2
by J Smith
book of prime (original) entry used purchases returns journal (1)
by W Jones
1(e)(i) | A bad debt is an amount owing to a business which will not be paid by the credit 1
customer
1(e)(ii)) | A bad debt recovered is when a credit customer pays some, or all of a debt previously 1
written off as a bad debt
1(f) Reduce credit sales/sell on a cash basis 2
Obtain references from new credit customers
Fix a credit limit for each customer
Introduce/improve credit control
Issue invoices and monthly statements promptly
Refuse further supplies until outstanding balance is paid
Give cash discount/discount for prompt payment
Charge interest on overdue account
Any 2 points (1) each
Accept other valid points
1(9) The profit for the year is not overstated (1) 2
The trade receivables (current assets) are not overstated (1)
Accept other valid points
1(h) The sales for which a business is unlikely to be paid (1) are regarded as an 2

expense of the year in which those sales are made (1)

i 1
1(i) 460 100 _, 0,
18400 1
© UCLES 2018 Page 3 of 11
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Question Answer Marks
1() J Smith 5
Provision for doubtful debts account
Date Details $ Date Details $
2018 2017
Apl 30 | Income 20 | May 1 | Balance b/d (1) 460
statement (1)OF
Balance c/d (1) 440
460 460
2018
May 1 | Balance b/d (1)OF 440
+ (1) dates
Question Answer Marks
2(a) Capital expenditure 8

Money spend on acquiring, improving and installing non-current assets (1)
Example

Purchase of any non-current asset, legal costs for purchase of premises,

cost of installation of non-current asset, cost of carriage on delivery of non-current
asset, etc.

Any suitable example (1)

Capital receipt

Amounts received which do not form part of the day-to-day trading activities (1)
Example

Receipt of loan, additional capital, proceeds of sale of non-current asset at book value,
etc.

Any suitable example (1)

Revenue expenditure

Money spent on the running of a business on a day-to-day basis (1)
Example

Any expense such as wages, rent, insurance, etc.

Any suitable example (1)

Revenue receipt

Amounts received in the day-to-day trading activities and other items of income (1)
Example

Sales, commission received, interest received, rent received, etc.

Any suitable example (1)

© UCLES 2018 Page 4 of 11
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Question Answer Marks
2(b) effect on profit for the effect on closing capital 6
error year
overstated | understated | overstated | understated | no effect
error 1 v v
error 2 v (1) v (1)
error 3 v (1) V(1)
error 4 v (1) v (1)
2(c) It is a book of prime (original) entry because it is written up from business 2
documents (1)
It is part of the double entry system as it acts as ledger accounts for cash and
bank (1)
2(d) entry required in cash book 3
item debit credit
$ $
cash book error 100
dishonoured cheque 140 (1)
charges 15 (1)
rates (direct debit) 400 (1)
2(e) entry in bank reconciliation statement 4
item added to bank deducted from bank
statement balance statement balance
CD Limited V(1)
sales v (1)
FF Limited v (1)
Bank error (standing order) v (1)
© UCLES 2018 Page 5 of 11
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Question Answer Marks
3(a) Reducing (diminishing) balance method 1
Revaluation method
Any one (1)
3(b) Principle of materiality — not practical/too many items/too difficult/too costly to 2
depreciate each item separately
Do not depreciate by an equal amount each year
May be certain amount of loss of tools each year
Or other suitable reason
Any 2 reasons (1) each
3(c) Calculation of depreciation for the year ended 31 December 2016 2
depreciation on office depreciation on office total
machine A machine B
calculation calculation
20% x 15000 20% x 18 000 x 3/12
answer $3 000 (1) answer $900 (1) $3900
3(d) Calculation of depreciation for the year ended 31 December 2017 3
depreciation on depreciation on depreciation on total
office machine A office machine B office machine C
calculation calculation calculation
20% % 15000 x 20% % 18 000 20% x 20 000 x
6/12 6/12
answer $1500(1) |answer $3600 (1) |answer $2000(1) | $7 100
© UCLES 2018 Page 6 of 11
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Question Answer Marks
3(e) Jamil 11
Office machinery account
Date Details $ Date Details $
2016 2016
Jan 1|Balance A b/d 15000/ Dec 31 |Balance c/d 33000
Oct 1|Bank B (1), 18000
33000 33000
2017 2017
Jan 1|Balance b/d 33000|July 1 Disposal A (1)| 15000
(1)OF
Dec 31|Balance c/d 38000
July  1/XY LimitedC (1) 20000 53000
53000
2018
Jan 1 /Balance b/d 38000
(1)OF
Provision for depreciation of office machinery account
Date Details $ Date Details $
2016 2016
Dec 31|Balance c/d 9900 |Jan 1|Balance A b/d 6 000
Dec 31|Income 3900
statement (1)OF
9900 9900
2017 2017
July 1| Disposal A (1) OF 10500|Jan 1|Balance b/d 9900
(1)OF
Dec 31|Balance c/d 6500|Dec 31 |Income 7100
statement (1)OF
17 000 17 000
2018
Jan 1| Balance b/d 6 500
(1)OF
+ (1) dates
3(f) $ 4
Cost 15000 (1)
Depreciation to date (6000 + 3000 + 1500) 10500 (1) OF
Book value 4500
Proceeds of sale 6 000
Profit (1) OF on disposal 1500 (1) OF
© UCLES 2018 Page 7 of 11
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Question Answer Marks
4(a) AB Limited 6
Statement of Changes in Equity for the year ended 31 March 2018
Ordinary General Retained Total
share reserve earnings
capital
$ $ $ $

On 1 April 2017 200000 14 000 6 000 220000

Profit for the year 35000 (1) 35000

Final dividend paid

(foryearended 31 | ..cccoiiiiies | e, (10000) (1) (10 000)

March 2017)

Interim dividend paid

(foryearended 31 | ..cccoiiiiies | e, (4 000) (1) (4 000)

March 2018)

Transfer to general 2000 (2000) (1) woovvrvrrrrrre

reserve

At 31 March 2018 200000 16000 25000 (1) 241000 (1)
© UCLES 2018 Page 8 of 11
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4(b) AB Limited 14
Statement of Financial Position at 31 March 2018
$ $ $
Non-current assets Cost Depreciation Book
to date value
Premises 195000 195000
Machinery 98 000 35280 62720 (1)
Office equipment 39500 15800 23700 (1)
332 500 51080 281420 (1)OF
Current assets
Inventory 12120
Trade receivables 9900
Less Provision for doubtful 198 9702 (1)
debts
Other receivables 568 (1)
Petty cash 200 (1)
22590
Total assets 304 010
Capital and liabilities
Capital and reserves
Ordinary shares 200000 (1)
General reserve 16000 (1)
Retained earnings 25000 (1)OF
241000 (1)OF
Non-current liabilities
4% Debentures
(repayable 1 April 2022) 30000 (1)
Current liabilities
Trade payables 10020
Other payables 950
Bank 2040 (1)
Bank loan
(repayable 1 January 2019) 20000 (1)
33010 (1)OF
Total equity and liabilities 304 010
4(c) Interest on debentures must be paid irrespective of whether there is a profit (but profit 2
is expected to increase after two years)
Prior claim on the assets of the company in a winding up
Funds have to be available when repayment is due
Prior claim on the profits of the company/less profit available for ordinary share
dividend (this may only be a disadvantage in the first two years)
Or other relevant point
Any 2 points (1) each
© UCLES 2018 Page 9 of 11
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PUBLISHED
Question Answer Marks
4(d) Dilution of ownership of company 2
New shares rank equally with existing ordinary shares with regard to
dividend(even though profit expected to increase after two years dividend may reduce)
New shares rank equally with existing ordinary shares with regard to repayment in a
winding up
Or other relevant point
Any 2 points (1) each
Question Answer Marks
5(a) Aretta 12
Income Statement for the month ended 30 April 2018
$ $
Revenue 15640 }(2)CF
H1)OF
Cost of sales
Purchases (15000 (1) + 810 (1)) 15810
Less Closing inventory 4080 11730 (1)OF
Gross profit 3910 (1)OF
Rent (2400 x 1/6) 400 (1)
Insurance (3600 x 1/12) 300 (1)
Operating expenses 980 }
Wages 1900 }(1)
Loan interest (5% x 7200 x 1/12) 30 (1)
Depreciation shop fixtures and fittings
(12% x 9500 x 1/12) 95 (1) 3705
Profit for the month 205 (1)OF
5(b) Current assets — inventory : current liabilities 1
5(c) proposal effect on quick ratio S
increase | decrease | no effect
1 purchase a motor vehicle on v
credit
2 pay credit suppliers early to v
receive cash discount (1)
3 | obtain a bank overdraft and
: : v (1)
repay the loan immediately
4 | arrange for the loan to be V(1)
extended to 2 years
5 | sell on credit terms rather than
v (1)
on cash terms
6 | reduce inventory by selling half V(1)
at cost price
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PUBLISHED

Question

Answer

Marks

5(d)

Proposal number 6 (1)

Current Ratio

Total of current assets remains unchanged (1)

OR inventory decreases and cash/bank increases by same amount (1)
Quick (acid test) Ratio

Total of current assets excluding inventory increases (1)

OR Inventory is excluded from the calculation but cash/bank increases (1)

Should compare with a business of approximately the same size/same capital
Should compare with a business of the same type (sole trader)

The length of time the business has been operating

The financial year may end at different times of the trading cycle

The financial statements may be for one year which will not show trends

The financial statements may be for a year which is not a typical year

The businesses may operate different accounting policies

The businesses may have different types of expenses

The statements do not show non-monetary factors

It may not be possible to obtain all the information needed to make comparisons
Or other suitable points excluding type of business (given in the question)
Any 2 points (1) basic statement and (1) for development
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0452/23 Cambridge IGCSE — Mark Scheme May/June 2018
PUBLISHED

Generic Marking Principles

These general marking principles must be applied by all examiners when marking candidate answers.
They should be applied alongside the specific content of the mark scheme or generic level descriptors
for a question. Each question paper and mark scheme will also comply with these marking principles.

GENERIC MARKING PRINCIPLE 1:
Marks must be awarded in line with:
» the specific content of the mark scheme or the generic level descriptors for the question

» the specific skills defined in the mark scheme or in the generic level descriptors for the question
» the standard of response required by a candidate as exemplified by the standardisation scripts.

GENERIC MARKING PRINCIPLE 2:

Marks awarded are always whole marks (not half marks, or other fractions).

GENERIC MARKING PRINCIPLE 3:
Marks must be awarded positively:

 marks are awarded for correct/valid answers, as defined in the mark scheme. However, credit
is given for valid answers which go beyond the scope of the syllabus and mark scheme,
referring to your Team Leader as appropriate

* marks are awarded when candidates clearly demonstrate what they know and can do

» marks are not deducted for errors

» marks are not deducted for omissions

e answers should only be judged on the quality of spelling, punctuation and grammar when these
features are specifically assessed by the question as indicated by the mark scheme. The
meaning, however, should be unambiguous.

GENERIC MARKING PRINCIPLE 4:

Rules must be applied consistently e.g. in situations where candidates have not followed
instructions or in the application of generic level descriptors.

GENERIC MARKING PRINCIPLE 5:

Marks should be awarded using the full range of marks defined in the mark scheme for the question
(however; the use of the full mark range may be limited according to the quality of the candidate
responses seen).

GENERIC MARKING PRINCIPLE 6:

Marks awarded are based solely on the requirements as defined in the mark scheme. Marks should
not be awarded with grade thresholds or grade descriptors in mind.
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0452/23 Cambridge IGCSE — Mark Scheme May/June 2018
PUBLISHED
Question Answer Marks
1(a)(i) Statement of account 1
1(a)(ii) | $335 1
1
1(a)(iii) LMOO _ 29,
(686 +14)
1(a)(iv) | Cash discount 1
1(b) debit entry in ledger credit entry in ledger no entry would be 1
account of W Jones account of W Jones made
V(1)
1(c) document issued | name of person entries made by W Jones 4
Issuing account debited | account credited
document
Invoice (1) J Smith (1) Purchases (1) J Smith (1)
1(d) book of prime (original) entry used sales returns journal (1) 2
by J Smith
book of prime (original) entry used purchases returns journal (1)
by W Jones
1(e)(i) | A bad debt is an amount owing to a business which will not be paid by the credit 1
customer
1(e)(ii)) | A bad debt recovered is when a credit customer pays some, or all of a debt previously 1
written off as a bad debt
1(f) Reduce credit sales/sell on a cash basis 2
Obtain references from new credit customers
Fix a credit limit for each customer
Introduce/improve credit control
Issue invoices and monthly statements promptly
Refuse further supplies until outstanding balance is paid
Give cash discount/discount for prompt payment
Charge interest on overdue account
Any 2 points (1) each
Accept other valid points
1(9) The profit for the year is not overstated (1) 2
The trade receivables (current assets) are not overstated (1)
Accept other valid points
1(h) The sales for which a business is unlikely to be paid (1) are regarded as an 2

expense of the year in which those sales are made (1)

i 1
1(i) 460 100 _, 0,
18400 1
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PUBLISHED
Question Answer Marks
1(j) J Smith 5
Provision for doubtful debts account
Date Details $ Date Details $
2018 2017
Apl 30 | Income 20 | May 1 | Balance b/d (1) 460
statement (1)OF
Balance c/d (1) 440
460 460
2018
May 1 | Balance b/d (1)OF 440
+ (1) dates
Question Answer Marks
2(a) Capital expenditure 8

Money spend on acquiring, improving and installing non-current assets (1)
Example

Purchase of any non-current asset, legal costs for purchase of premises,

cost of installation of non-current asset, cost of carriage on delivery of non-current
asset, etc.

Any suitable example (1)

Capital receipt

Amounts received which do not form part of the day-to-day trading activities (1)
Example

Receipt of loan, additional capital, proceeds of sale of non-current asset at book value,
etc.

Any suitable example (1)

Revenue expenditure

Money spent on the running of a business on a day-to-day basis (1)
Example

Any expense such as wages, rent, insurance, etc.

Any suitable example (1)

Revenue receipt

Amounts received in the day-to-day trading activities and other items of income (1)
Example

Sales, commission received, interest received, rent received, etc.

Any suitable example (1)

© UCLES 2018 Page 4 of 11




0452/23 Cambridge IGCSE — Mark Scheme May/June 2018
PUBLISHED
Question Answer Marks
2(b) effect on profit for the effect on closing capital 6
error year
overstated | understated | overstated | understated | no effect
error 1 v v
error 2 v (1) v (1)
error 3 v (1) V(1)
error 4 v (1) v (1)
2(c) It is a book of prime (original) entry because it is written up from business 2
documents (1)
It is part of the double entry system as it acts as ledger accounts for cash and
bank (1)
2(d) entry required in cash book 3
item debit credit
$ $
cash book error 100
dishonoured cheque 140 (1)
charges 15 (1)
rates (direct debit) 400 (1)
2(e) entry in bank reconciliation statement 4
item added to bank deducted from bank
statement balance statement balance
CD Limited V(1)
sales v (1)
FF Limited v (1)
Bank error (standing order) v (1)
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PUBLISHED
Question Answer Marks
3(a) Reducing (diminishing) balance method 1
Revaluation method
Any one (1)
3(b) Principle of materiality — not practical/too many items/too difficult/too costly to 2
depreciate each item separately
Do not depreciate by an equal amount each year
May be certain amount of loss of tools each year
Or other suitable reason
Any 2 reasons (1) each
3(c) Calculation of depreciation for the year ended 31 December 2016 2
depreciation on office depreciation on office total
machine A machine B
calculation calculation
20% x 15000 20% x 18 000 x 3/12
answer $3 000 (1) answer $900 (1) $3900
3(d) Calculation of depreciation for the year ended 31 December 2017 3
depreciation on depreciation on depreciation on total
office machine A office machine B office machine C
calculation calculation calculation
20% % 15000 x 20% % 18 000 20% x 20 000 x
6/12 6/12
answer $1500(1) |answer $3600 (1) |answer $2000(1) | $7 100
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PUBLISHED
Question Answer Marks
3(e) Jamil 11
Office machinery account
Date Details $ Date Details $
2016 2016
Jan 1|Balance A b/d 15000/ Dec 31 |Balance c/d 33000
Oct 1|Bank B (1), 18000
33000 33000
2017 2017
Jan 1|Balance b/d 33000|July 1 Disposal A (1)| 15000
(1)OF
Dec 31|Balance c/d 38000
July  1/XY LimitedC (1) 20000 53000
53000
2018
Jan 1 /Balance b/d 38000
(1)OF
Provision for depreciation of office machinery account
Date Details $ Date Details $
2016 2016
Dec 31|Balance c/d 9900 |Jan 1|Balance A b/d 6 000
Dec 31|Income 3900
statement (1)OF
9900 9900
2017 2017
July 1| Disposal A (1) OF 10500|Jan 1|Balance b/d 9900
(1)OF
Dec 31|Balance c/d 6500|Dec 31 |Income 7100
statement (1)OF
17 000 17 000
2018
Jan 1| Balance b/d 6 500
(1)OF
+ (1) dates
3(f) $ 4
Cost 15000 (1)
Depreciation to date (6000 + 3000 + 1500) 10500 (1) OF
Book value 4500
Proceeds of sale 6 000
Profit (1) OF on disposal 1500 (1) OF
© UCLES 2018 Page 7 of 11
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PUBLISHED
Question Answer Marks
4(a) AB Limited 6
Statement of Changes in Equity for the year ended 31 March 2018
Ordinary General Retained Total
share reserve earnings
capital
$ $ $ $

On 1 April 2017 200000 14 000 6 000 220000

Profit for the year 35000 (1) 35000

Final dividend paid

(foryearended 31 | ..cccoiiiiies | e, (10000) (1) (10 000)

March 2017)

Interim dividend paid

(foryearended 31 | ..cccoiiiiies | e, (4 000) (1) (4 000)

March 2018)

Transfer to general 2000 (2000) (1) woovvrvrrrrrre

reserve

At 31 March 2018 200000 16000 25000 (1) 241000 (1)
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0452/23 Cambridge IGCSE — Mark Scheme May/June 2018
PUBLISHED
Question Answer Marks
4(b) AB Limited 14
Statement of Financial Position at 31 March 2018
$ $ $
Non-current assets Cost Depreciation Book
to date value
Premises 195000 195000
Machinery 98 000 35280 62720 (1)
Office equipment 39500 15800 23700 (1)
332 500 51080 281420 (1)OF
Current assets
Inventory 12120
Trade receivables 9900
Less Provision for doubtful 198 9702 (1)
debts
Other receivables 568 (1)
Petty cash 200 (1)
22590
Total assets 304 010
Capital and liabilities
Capital and reserves
Ordinary shares 200000 (1)
General reserve 16000 (1)
Retained earnings 25000 (1)OF
241000 (1)OF
Non-current liabilities
4% Debentures
(repayable 1 April 2022) 30000 (1)
Current liabilities
Trade payables 10020
Other payables 950
Bank 2040 (1)
Bank loan
(repayable 1 January 2019) 20000 (1)
33010 (1)OF
Total equity and liabilities 304 010
4(c) Interest on debentures must be paid irrespective of whether there is a profit (but profit 2
is expected to increase after two years)
Prior claim on the assets of the company in a winding up
Funds have to be available when repayment is due
Prior claim on the profits of the company/less profit available for ordinary share
dividend (this may only be a disadvantage in the first two years)
Or other relevant point
Any 2 points (1) each
© UCLES 2018 Page 9 of 11
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PUBLISHED
Question Answer Marks
4(d) Dilution of ownership of company 2
New shares rank equally with existing ordinary shares with regard to
dividend(even though profit expected to increase after two years dividend may reduce)
New shares rank equally with existing ordinary shares with regard to repayment in a
winding up
Or other relevant point
Any 2 points (1) each
Question Answer Marks
5(a) Aretta 12
Income Statement for the month ended 30 April 2018
$ $
Revenue 15640 }(2)CF
H1)OF
Cost of sales
Purchases (15000 (1) + 810 (1)) 15810
Less Closing inventory 4080 11730 (1)OF
Gross profit 3910 (1)OF
Rent (2400 x 1/6) 400 (1)
Insurance (3600 x 1/12) 300 (1)
Operating expenses 980 }
Wages 1900 }(1)
Loan interest (5% x 7200 x 1/12) 30 (1)
Depreciation shop fixtures and fittings
(12% x 9500 x 1/12) 95 (1) 3705
Profit for the month 205 (1)OF
5(b) Current assets — inventory : current liabilities 1
5(c) proposal effect on quick ratio S
increase | decrease | no effect
1 purchase a motor vehicle on v
credit
2 pay credit suppliers early to v
receive cash discount (1)
3 | obtain a bank overdraft and
: h V(1)
repay the loan immediately
4 | arrange for the loan to be V(1)
extended to 2 years
5 | sell on credit terms rather than
v (1)
on cash terms
6 | reduce inventory by selling half V(1)
at cost price
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PUBLISHED

Question

Answer

Marks

5(d)

Proposal number 6 (1)

Current Ratio

Total of current assets remains unchanged (1)

OR inventory decreases and cash/bank increases by same amount (1)
Quick (acid test) Ratio

Total of current assets excluding inventory increases (1)

OR Inventory is excluded from the calculation but cash/bank increases (1)

Should compare with a business of approximately the same size/same capital
Should compare with a business of the same type (sole trader)

The length of time the business has been operating

The financial year may end at different times of the trading cycle

The financial statements may be for one year which will not show trends

The financial statements may be for a year which is not a typical year

The businesses may operate different accounting policies

The businesses may have different types of expenses

The statements do not show non-monetary factors

It may not be possible to obtain all the information needed to make comparisons
Or other suitable points excluding type of business (given in the question)
Any 2 points (1) basic statement and (1) for development
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There are 10 parts to Question 1.

For each of the parts (a) to (j) below there are four possible answers, A, B, C and D. Choose the one

you consider correct and place a tick (v) in the box to indicate the correct answer.

1 (a) For which accounts does the cash book act as a ledger account?

discount discount
bank cash .
allowed received
v v v v
v v v
v v
v v

(b) Which statement about the division of the ledger is not correct?

A

Cc

D

(c) Which account may appear as a credit balance in a trial balance?

A

Cc

D

(d) Insurance prepaid, $120, was treated as an accrual in the income statement.

Which effect did this have on the profit for the year?

A

© UCLES 2018

Checking procedures can be introduced.

Fewer entries are needed in the sales and purchases accounts.

It is easier for reference and for locating accounts.

Work can be shared between two or more book-keepers.

carriage outwards
discount received
drawings

inventory

overstated $120
overstated $240
understated $120

understated $240

0452/11/M/J/18
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(1]

(1]
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3

(e) Goods, $250, sold on credit to Ahmed were credited to Aktar’s account.

What is the correcting journal entry?

debit credit
$ $

Ahmed 250
Aktar 250

Suspense 500
Ahmed 250
Suspense 250

Aktar 500
Aktar 500

Ahmed 250

Suspense 250
Suspense 500

Ahmed 250

Aktar 250

(1]

(f) Hassan sells two products, X and Y. He provided the following information on 31 December

2017.
product number of units cost per unit net realisable
value per unit
$ $
X 520 2.00 2.20
Y 390 3.00 2.80

50 units of product Y were damaged and will have to be destroyed.

What was the total value of Hassan’s inventory?

A

© UCLES 2018

$1992
$2132
$2164

$2314

0452/11/M/J/18
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4

(g) What would not be included in a statement of changes in equity?

(h)

(M)

© UCLES 2018

A ordinary share dividend paid which relates to the previous year

B ordinary share dividend proposed which relates to the current year
C profit for the year

D transfer to general reserve

(1]

Beth and Carla are in partnership, sharing profits and losses 3:2. They provided the following
information at 31 January 2018.

What was the total amount credited to Beth’s current account on 31 January 20187

$
Profit for the year 42000
Interest on capital: Beth 4000
Carla 3000 7000
Salary: Beth 10000

A $15000
B $25200
C $29000
D $39200

(1]

Some members of a sports club had not paid their annual subscriptions at the end of the
financial year.

Where will these unpaid subscriptions be shown in the financial statements?

receipts and income and statement of
payments account | expenditure account financial position
v v v
v v
v v
v v

0452/11/M/J/18
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5

(i) On 1 April 2017 trade receivables owed $4250 and on 31 March 2018 they owed $3940.
During the year $46 750 was received from trade receivables and they returned goods, $1130.

What were the credit sales for the year?

A

© UCLES 2018

$46 440
$47060
$47570

$48190

0452/11/M/J/18

(1]

[Total: 10]
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6

2 (a) Complete the following table indicating with a tick (v') the section of a statement of financial
position in which each item would appear.

non-current
assets

current
assets

non-current
liabilities

current
liabilities

trade payables

5-year loan

inventory

loose tools

bank overdraft

rent receivable accrued

(b) (i) State one advantage of being a partner rather than a sole trader.

[3]

(c) Name three interested parties (other than the business owner) who may wish to look at the
financial statements of a business. For each interested party state a reason for their interest.

interested party

reason for their interest

(d) State two causes of depreciation.

© UCLES 2018
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(e) Complete the following table by writing either True or False against each statement about
depreciation.

True or False

The depreciation is calculated on the cost price
less residual value when the straight line (equal
instalment) method is used.

The percentage rate of depreciation decreases each
year when the reducing (diminishing) balance method is
used.

The provision for depreciation of a non-current asset
is deducted from the cost price in the statement of
financial position.

A provision for depreciation is a means of providing a
fund to purchase a replacement non-current asset.

[4]

(f) Name one accounting objective.

(g) Name the accounting principle described by each of the following statements.

Accounting Principle

The same accounting treatment is applied to similar
items at all times.

Accounting assumes that a business will continue to
operate indefinitely.

Transactions are expressed in monetary terms.

Revenue is recognised as earned when ownership of
goods passes to the customer.

(4]

[Total: 22]

© UCLES 2018 0452/11/M/J/18 [Turn over



3 Amira owns an advertising agency. Her financial year ends on 30 April.

8

On 1 April 2018 she decided to use a petty cash book with a monthly imprest of $80 which would
be restored on the first day of each month.

REQUIRED

(a) State one reason for using a petty cash book.

On 1 April 2018 Amira put $80 cash in the petty cash box.

Her transactions for the month of April 2018 were as follows.

April 4
7

11

19

22

29

REQUIRED

(c) Enter these transactions in Amira’s petty cash book on the page opposite.

Balance the petty cash book and bring down the balance on 1 May 2018.

© UCLES 2018

Bought stamps

Purchased printing paper
Purchased ink cartridges

Paid window cleaner

Paid KK Limited, a trade payable

Purchased flowers for reception desk

0452/11/M/J/18
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10

35
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(d) Complete the following table to show the double entry to restore the petty cash imprest on
1 May 2018.

debit $ credit $

3]

(e) Show the entry which would be made in the computer supplies account in April 2018. It is not
necessary to close or balance the account.

Amira
Computer supplies account

Date Details $ Date Details $

[1]

Amira balanced her cash book on 30 April 2018. The bank column showed that she had $17620
in the bank.

On the same date the bank statement showed a different balance.
REQUIRED

(f) State two reasons for preparing a bank reconciliation statement.

A comparison of the cash book and the bank statement revealed the following.

$
1 Items appearing only on the bank statement
Bank charges 28
Dishonoured cheque, Jabir 153
Business rates paid by direct debit 95
2 ltems appearing only in the cash book
Cheque received from Shadya 824
Cheque paid to Abasi 1075
3 Debit side of cash book was undercast 100

© UCLES 2018 0452/11/M/J/18
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REQUIRED
(g) Update the cash book of Amira.
Bring down the updated balance on 1 May 2018.

Amira

Cash Book (bank columns only)

Date Details $ Date Details $
2018
April 30 | Balance b/d 17620 | oo | e |

shown on the bank statement.

© UCLES 2018

Amira

Bank Reconciliation Statement at 30 April 2018

0452/11/M/J/18

[5]

(h) Prepare a bank reconciliation statement for Amira at 30 April 2018 to determine the balance
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(i) State the bank balance which would appear in the statement of financial position on
30 April 2018. Name the section in which it would appear.

Amount of bank balance $..........cc.ccoveeiiiiiiiecee,
Section of statement of financial PoSItioN ..., [2]

() Suggest two possible reasons why the cheque from Jabir was dishonoured.

[Total: 31]

© UCLES 2018 0452/11/M/J/18
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4 Harry is a trader in farm machinery. He maintains a full set of accounting records. His financial
year ends on 31 March.

Harry made the following entries in his purchases journal and purchases returns journal in
March 2018.

Harry
Purchases Journal
2018 $ $
March 15 AX Limited
Goods 3250
Less Trade discount 650 2600

24 FM Limited

Goods 1820
Less Trade discount 273 1547
31 Total for month 4147

Purchases Returns Journal

2018 $ $
March 17  AX Limited

Goods 450

Less Trade discount 90 360

28 FM Limited

Goods 200
Less Trade discount 30 170
31 Total for month 530

Harry made the following payments by cheque.
2018
March 4 AX Limited, $2425, in full settlement of the amount due on that date.
30 FM Limited to settle the amount due on that date. No cash discount was received.
REQUIRED

(a) Enter the transactions for March in the following ledger accounts.

Close the accounts on 31 March 2018 by balancing or by making a transfer to the income
statement.

Some entries have already been made in the accounts during the year.

© UCLES 2018 0452/11/M/J/18
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Harry
AX Limited account
Date Details $ Date Details $
2018
......................................................... Mar 1 | Balance b/d 2500
FM Limited account
Date Details $ Date Details $
2018
......................................................... Mar 1 | Balance b/d 750
Purchases account
Date Details $ Date Details $
2018
Feb 28 | Total to date 43000 | oo | e | e,
© UCLES 2018 0452/11/M/J/18
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Purchases returns account

Date Details $ Date Details
2018
......................................................... Feb 28 | Total to date

[12]

(b) (i) Suggest one reason why AX Limited allowed Harry trade discount on his purchases on

15 March 2018.

(ii) Calculate the percentage of trade discount AX Limited allowed Harry on his purchases

on 15 March 2018.

(c) Name the following documents:

(i) the document issued by AX Limited on 15 March 2018

(ii) the document issued by Harry on 17 March 2018

(iii) the document which AX Limited may issue on 31 March 2018

© UCLES 2018 0452/11/M/J/18
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5 Addae opened a factory making children’s clothes on 1 February 2017.

He provided the following information at the end of his first year of trading.

$

Purchases of raw materials 48400
Direct factory wages 38800
Indirect factory wages 27140
General factory expenses 3150
Carriage inwards 1950
Factory heat and light 1110
Factory insurance 1860
Inventory at 31 January 2018: raw materials 5150

work in progress 7260

finished goods 5500

Factory machinery, $75000, was purchased on 1 February 2017 and is to be depreciated by
20% per annum.

REQUIRED
(a) Define and give one example of each of the following types of inventory in Addae’s business.
(i) Raw materials
DEFINITION ...
= Y0 ] o ][ PP [2]
(ii) Work in progress
DEFINITION ... e e e

(iii) Finished goods
L= 11 1] o

© UCLES 2018 0452/11/M/J/18
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(b) Prepare the manufacturing account for the year ended 31 January 2018.

© UCLES 2018

Addae

Manufacturing Account for the year ended 31 January 2018

0452/11/M/J/18
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The cost of production was higher than Addae expected.
REQUIRED

(c) Suggest two ways in which the cost of production could be reduced apart from purchasing
lower quality materials.

PRSP
2 ettt ee e eeeeeeeeeeeeeaaseeeeeeeeeeaaassteteeeeeeeeaaa——teetteeeetaaaantteeeeeeeeeaaananreteeeeeeeaaannraneeeeeeeaaans
............................................................................................................................................... [2]
After the preparation of the manufacturing account, Addae provided the following additional
information.
$
Revenue 179250
Cost of sales 119500
Administration and selling expenses 34750
REQUIRED

(d) Calculate the percentage of gross profit to revenue (gross profit margin).
The calculation should be to two decimal places.

(e) Calculate the percentage of profit for the year to revenue (net profit margin).
The calculation should be to two decimal places.

[Total: 24]

© UCLES 2018 0452/11/M/J/18
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6 Maiis a trader. At the end of her financial year on 31 March 2018 she opened a suspense account
with a debit balance of $650.

REQUIRED

(a) State two reasons why it was necessary for Mai to open a suspense account.

PSSRSO
2 ettt eeeeeeeeeeeeeeiseeeeeieseeeesesseeeeesestetesessteseeeisstseeeintteeeeinstteetaattteeeeaaareeeaarreeeeaareeeeaannes
............................................................................................................................................... [2]
Mai discovered that some errors had been made in her accounting records.
REQUIRED
(b) 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 error
error debit credit
account $ account $
1 | motor expenses, $150,
debited to motor vehicles | motor expenses 150 | motor vehicles 150
account
2 | carriage inwards, $120,
debited to carriage
outwards account
3 | sales journal overcast by
$1000
4 | wages, $460, debited to
wages account as $640
[6]

© UCLES 2018 0452/11/M/J/18 [Turn over
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(c) State whether all the errors in Mai’s books have been discovered.
Give a reason for your answer.

Have all the errors DEEN iSCOVEIEU? ... ...t et e e e e e e e e e e e reaarenareen

Reason

(d) Complete the statement to show the effect on the profit for the year of correcting errors 1—4.
Where the error does not affect the profit write “no effect”.

© UCLES 2018

Mai
Statement of corrected profit for the year ended 31 March 2018
$

Profit for the year before corrections 4150

Increase Decrease

in profit in profit

$ $

Error1 s s
Error2 it s
Error3 it e
Errord s s

Corrected profit for the year

(6]

[Total: 16]
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There are 10 parts to Question 1.

For each of the parts (a) to (j) below there are four possible answers, A, B, C and D. Choose the one
you consider correct and place a tick (v) in the box to indicate the correct answer.

1 (a) Jim supplies Debbie with goods on credit.

Which business document might Debbie send to Jim?

A

Cc

D

credit note

debit note

invoice

statement of account

(b) What would be recorded in the general journal?

A

Cc

D

bad debt written off
cash sale of goods
credit sale of goods

returns outwards

(1]

(1]

(c) Which item is not included as part of the calculation of net realisable value when valuing

inventory?

A carriage inwards

B cost of completing the goods

C estimated receipts from sale of the goods
D selling expenses

(d) How does a manufacturing business calculate the production cost of completed goods?

A

© UCLES 2018

prime cost + factory overheads + opening work in progress — closing
work in progress

prime cost + factory overheads — opening work in progress + closing
work in progress

prime cost — factory overheads + opening work in progress — closing
work in progress

prime cost — factory overheads — opening work in progress + closing
work in progress

0452/12/M/J/18
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(e) Anastasia purchased equipment, $28000, on 1 January 2016. Her depreciation policy is to

use the reducing (diminishing) balance method at the rate of 20% per annum.

What was the net book value of the equipment on 31 December 20177

A

Cc

D

$10080
$11200
$16800

$17920

(f) Which is an item of capital expenditure?

A

Cc

D

annual redecoration of offices
buildings insurance
legal fees on purchase of factory

repairs to machinery

(g) Where will interest on drawings be recorded?

A

Cc

D

credited to partners’ capital accounts
credited to partners’ current accounts
debited to partners’ capital accounts

debited to partners’ current accounts

(h) B Limited provided the following details at 30 April 2018.

$
profit for the year ended 30 April 2018 72500
ordinary share dividends paid 15000
transfer to general reserve 5000
retained earnings at 30 April 2018 285000

What were retained earnings at the beginning of the financial year?

A

© UCLES 2018

$227500
$232500
$337500

$342500

0452/12/M/J/18
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(i) What does the going concern principle mean?

A

Non-current assets must be shown at expected sales value.

Revenue is recognised when ownership of goods passes to the
customer.

The business will continue to operate for the foreseeable future.

The financial statements should always use the same accounting
principles.

(1]

(i) On 31 March 2018 Sasha had trade receivables of $95000. She wrote off a bad debt, $750,
and made a provision for doubtful debts of 2% of trade receivables.

What was the figure for net trade receivables in the statement of financial position at
31 March 20187

A

© UCLES 2018

$92350
$92365
$93115

$94 250

0452/12/M/J/18

(1]

[Total: 10]
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2 Mary keeps a full set of accounting records including books of prime (original) entry.
REQUIRED

(a) State two reasons why Mary uses books of prime (original) entry.

On 1 November 2017 the balance in Mary’s cash book (bank columns) was $838 overdrawn.
Mary banks all cash sales at the end of each week.

Mary had the following transactions during November.
1 Sold goods, $220, for cash
2  Returned goods costing $440, bought on credit from Jane

3 Purchased a motor vehicle on credit, $12400, including road tax of $300, from Speedy
Motors

4  Received a cheque from Tan, a credit customer, in settlement of an invoice for $400 after
deduction of 2% cash discount

5 Took goods for own use, $120
REQUIRED

(b) Name the book of prime (original) entry where each of the transactions 1, 2 and 3 would be
recorded.

© UCLES 2018 0452/12/M/J/18 [Turn over
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(c) Complete the following table to show how each transaction was recorded by Mary. The first
one has been completed as an example.

Account(s) debited $ Account(s) credited $
1 Cash 220 Sales 220
2
3
4
5
[10]
(d) Calculate the bank balance at 30 November 2017.
............................................................................................................................................... [3]
(e) Name the ledger in which Mary maintains:
(i) Tan’s account
....................................................................................................................................... [1]
(ii) Motor vehicles account
....................................................................................................................................... [1]

[Total: 20]

© UCLES 2018 0452/12/M/J/18
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3 Kumu purchases goods for resale on both cash and credit terms.

Kumu’s credit suppliers allow 30 days for payment of invoices.

Kumu provided the following information for the year ended 30 April 2018.

Trade payables 1 May 2017
Trade payables 30 April 2018
Discount allowed

Discount received

Interest charged by suppliers
Credit purchases

Cash purchases

Sales ledger balances set off against purchases

ledger balances

REQUIRED

$

19800
22200
480
330
122
180870
26400
400

(a) Select the relevant items and prepare the purchases ledger control account for the year
ended 30 April 2018. Insert the amount paid to credit suppliers.

Kumu

Purchases ledger control account

Details

Date

Details

[8]

© UCLES 2018
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(c) Calculate the trade payables payment period for the year ended 30 April 2018. Round up
your answer to the next whole day.

(d) State whether Kumu’s suppliers would be satisfied with her trade payables payment period.
Give a reason for your answer.

ST XA 11 (=T TR

PSPPSRI
2SO U PP PPPRP
............................................................................................................................................... [2]
Kumu provided the following information for the year ended 30 April 2018.
$
Cost of sales 205000
Gross profit 92250
Inventory at 30 April 2018 35000
REQUIRED
(f) Calculate the percentage mark-up Kumu has applied.
............................................................................................................................................... [2]

© UCLES 2018 0452/12/M/J/18
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(g) Calculate the value of inventory at 1 May 2017.

(i) Calculate Kumu’s rate of inventory turnover for the year ended 30 April 2018. The calculation
should be correct to two decimal places.

[Total: 23]
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4 Chandrais a driving instructor. His pupils pay for their lessons in advance.
REQUIRED
(a) Complete the following sentences by selecting the correct word.

The first sentence has been completed as an example. The correct word should be selected
as shown in the example.

1 | The motor vehicles account has a (debit/eredit) balance in a trial balance.

2 | A year end accrual is an amount (earned/owing) for an expense incurred in the
(current/previous) financial period. It will be included in the statement of financial
position as a current (asset/liability).

3 | Accrued income is an amount (earned/owing) by the business which will be
received in the (current/next) financial period. It will be included in the statement of
financial position as a current (asset/liability).

(6]

Chandra started business on 1 February 2017. He charges $20 per lesson. Pupils must pay for
10 lessons in advance.

Total receipts for lessons for the year ended 31 January 2018 amounted to $20200.

On 31 January 2018, Chandra’s records showed that the following pupils had not received the full
set of lessons paid for.

Number of
lessons given
Joe 6
Adam 4
Billy 8

REQUIRED

(b) Calculate the amount Chandra had received in advance for driving lesson fees at
31 January 2018.

© UCLES 2018 0452/12/M/J/18
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(c) Calculate the amount of driving lesson fee income which Chandra included in his income

statement for the year ended 31 January 2018.

Chandra calculated a draft profit of $8760 for the year ended 31 January 2018. The following

errors were later discovered.

1 Advertising expenses owing at the year-end had been overstated by $100.

2 Interest payable on a 6% bank loan of $10000 had been omitted. The loan was taken on

1 February 2017.

3 Cost of petrol, $89, for Chandra’s personal use had been recorded as a business expense.

4 Motor vehicle repairs, $210, had been recorded as motor insurance.

REQUIRED

(e) Complete the statement to show the corrected profit for the year ended 31 January 2018. If
an error has no effect on profit place a tick (v') in the No Effect column.

Chandra
Statement of corrected profit for the year ended 31 January 2018
No Effect Increase Decrease
$ $ $

Draft profit 8760

Error 1

Error 2

Error 3

Error 4

Corrected profit

[6]
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(f) Name the accounting principle being applied when correctly dealing with the transaction in
error 3. Give a reason for your answer.

ACCOUNTING PIINCIPIE .. e e e e e e e e e e e e e e e e e e e e e e eanns
REASON ... —————————————
............................................................................................................................................... 2]
Chandra wishes to compare his business results with those of LQ Limited, a large chain of driving
schools.
REQUIRED

(g) Suggest two reasons why Chandra may have difficulty comparing his business results with
those of LQ Limited.

[Total: 23]

© UCLES 2018 0452/12/M/J/18
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5 WB Sports Club has 250 members. The annual subscription is $20. The club provided the following
information.

REQUIRED

(a) Prepare the subscriptions account for the year ended 31 March 2018.

Subscriptions received in advance on 1 April 2017
Subscriptions received during the year ended 31 March 2018
Subscriptions in arrears on 31 March 2018

and bring down the balance on 1 April 2018.

WB Sports Club
Subscriptions account

120
4740
140

Details

Date

Details

© UCLES 2018
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WB Sports Club also provided the following information.

On 1 April 2017 $
Balance at bank (as per cash book) 960 debit
During the year ended 31 March 2018

Rent paid 2000
Entry fees received for gymnastics competition 900

Cost of prizes for gymnastics competition 220
General expenses 682
Insurance paid 430
Donations received 350
Purchase of sports equipment 2760

REQUIRED

(b) Prepare the receipts and payments account for the year ended 31 March 2018. Balance the
account and bring down the balance on 1 April 2018.

WB Sports Club

Receipts and Payments Account for the year ended 31 March 2018

Details

Date

Details

© UCLES 2018
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WB Sports Club calculated a surplus for the year of $1568.

16

The following additional information was provided at 31 March 2018.

REQUIRED

Accumulated fund at 1 April 2017
Sports equipment at valuation 31 March 2018 15760
Rent paid in advance

General expenses owing

$
15563

500
127

(c) Prepare the statement of financial position of WB Sports Club at 31 March 2018.

© UCLES 2018

WB Sports Club
Statement of Financial Position at 31 March 2018
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(d) State how the accumulated fund of WB Sports Club has arisen.

[Total: 24]
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6 Siegfried is a sole trader who does not maintain a complete set of double entry records. He has
provided the following information.

1 January 31 December

2017 2017
$ $
Equipment at cost 18000 18000
Inventory 2415 2934
Trade receivables 1930 2042
Trade payables 1210 1455
Bank - 209
Bank overdraft 835 -
Accrued expenses - 98
Prepaid rent - 120
Capital 20300 ?

On 31 December 2017, Siegfried brought his own motor vehicle into the business, valued at
$5500. He decided to write off trade receivables, $100, and to start depreciating equipment by
20% per annum.

REQUIRED

(a) Calculate Siegfried’s capital at 31 December 2017 after making the necessary adjustments.

© UCLES 2018 0452/12/M/J/18
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During the year ended 31 December 2017, Siegfried’s cash drawings were $2700.
REQUIRED

(b) Calculate the profit made by Siegfried for the year ended 31 December 2017.

............................................................................................................................................... [5]
(c) State what is measured by the return on capital employed (ROCE).

............................................................................................................................................... 1]
(d) State the formula for the calculation of the ROCE.

............................................................................................................................................... 1]

(e) Calculate Siegfried’s return on capital employed for the year ended 31 December 2017. Use
the opening capital in your calculation which should be correct to two decimal places.

© UCLES 2018 0452/12/M/J/18 [Turn over
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Siegfried knows that he sold the same number of units and had applied the same mark-up in the
year ended 31 December 2017 as he did in the previous year, but made a lower profit for the year.

REQUIRED

(f) Suggest one reason why Siegfried made a lower profit for the year for the year ended
31 December 2017 than the previous year.

[Total: 20]
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There are 10 parts to Question 1.

For each of the parts (a) to (j) below there are four possible answers, A, B, C and D. Choose the one
you consider correct and place a tick (v) in the box to indicate the correct answer.

1 (a) Jim supplies Debbie with goods on credit.

Which business document might Debbie send to Jim?

A

Cc

D

credit note

debit note

invoice

statement of account

(b) What would be recorded in the general journal?

A

Cc

D

bad debt written off
cash sale of goods
credit sale of goods

returns outwards

(1]

(1]

(c) Which item is not included as part of the calculation of net realisable value when valuing

inventory?

A carriage inwards

B cost of completing the goods

C estimated receipts from sale of the goods
D selling expenses

(d) How does a manufacturing business calculate the production cost of completed goods?

A

© UCLES 2018

prime cost + factory overheads + opening work in progress — closing
work in progress

prime cost + factory overheads — opening work in progress + closing
work in progress

prime cost — factory overheads + opening work in progress — closing
work in progress

prime cost — factory overheads — opening work in progress + closing
work in progress
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(e) Anastasia purchased equipment, $28000, on 1 January 2016. Her depreciation policy is to

use the reducing (diminishing) balance method at the rate of 20% per annum.

What was the net book value of the equipment on 31 December 20177

A

Cc

D

$10080
$11200
$16800

$17920

(f) Which is an item of capital expenditure?

A

Cc

D

annual redecoration of offices
buildings insurance
legal fees on purchase of factory

repairs to machinery

(g) Where will interest on drawings be recorded?

A

Cc

D

credited to partners’ capital accounts
credited to partners’ current accounts
debited to partners’ capital accounts

debited to partners’ current accounts

(h) B Limited provided the following details at 30 April 2018.

$
profit for the year ended 30 April 2018 72500
ordinary share dividends paid 15000
transfer to general reserve 5000
retained earnings at 30 April 2018 285000

What were retained earnings at the beginning of the financial year?

A

© UCLES 2018

$227500
$232500
$337500

$342500
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(i) What does the going concern principle mean?

A

Non-current assets must be shown at expected sales value.

Revenue is recognised when ownership of goods passes to the
customer.

The business will continue to operate for the foreseeable future.

The financial statements should always use the same accounting
principles.

(1]

(i) On 31 March 2018 Sasha had trade receivables of $95000. She wrote off a bad debt, $750,
and made a provision for doubtful debts of 2% of trade receivables.

What was the figure for net trade receivables in the statement of financial position at
31 March 20187

A

© UCLES 2018

$92350
$92365
$93115

$94 250
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[Total: 10]
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2 Mary keeps a full set of accounting records including books of prime (original) entry.
REQUIRED

(a) State two reasons why Mary uses books of prime (original) entry.

On 1 November 2017 the balance in Mary’s cash book (bank columns) was $838 overdrawn.
Mary banks all cash sales at the end of each week.

Mary had the following transactions during November.
1 Sold goods, $220, for cash
2  Returned goods costing $440, bought on credit from Jane

3 Purchased a motor vehicle on credit, $12400, including road tax of $300, from Speedy
Motors

4  Received a cheque from Tan, a credit customer, in settlement of an invoice for $400 after
deduction of 2% cash discount

5 Took goods for own use, $120
REQUIRED

(b) Name the book of prime (original) entry where each of the transactions 1, 2 and 3 would be
recorded.

© UCLES 2018 0452/13/M/J/18 [Turn over
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(c) Complete the following table to show how each transaction was recorded by Mary. The first
one has been completed as an example.

Account(s) debited $ Account(s) credited $
1 Cash 220 Sales 220
2
3
4
5
[10]
(d) Calculate the bank balance at 30 November 2017.
............................................................................................................................................... [3]
(e) Name the ledger in which Mary maintains:
(i) Tan’s account
....................................................................................................................................... [1]
(ii) Motor vehicles account
....................................................................................................................................... [1]

[Total: 20]
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3 Kumu purchases goods for resale on both cash and credit terms.

Kumu’s credit suppliers allow 30 days for payment of invoices.

Kumu provided the following information for the year ended 30 April 2018.

Trade payables 1 May 2017
Trade payables 30 April 2018
Discount allowed

Discount received

Interest charged by suppliers
Credit purchases

Cash purchases

Sales ledger balances set off against purchases

ledger balances

REQUIRED

$

19800
22200
480
330
122
180870
26400
400

(a) Select the relevant items and prepare the purchases ledger control account for the year
ended 30 April 2018. Insert the amount paid to credit suppliers.

Kumu

Purchases ledger control account

Details

Date

Details

[8]

© UCLES 2018
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(c) Calculate the trade payables payment period for the year ended 30 April 2018. Round up
your answer to the next whole day.

(d) State whether Kumu’s suppliers would be satisfied with her trade payables payment period.
Give a reason for your answer.

ST XA 11 (=T TR

PSPPSRI
2SO U PP PPPRP
............................................................................................................................................... [2]
Kumu provided the following information for the year ended 30 April 2018.
$
Cost of sales 205000
Gross profit 92250
Inventory at 30 April 2018 35000
REQUIRED
(f) Calculate the percentage mark-up Kumu has applied.
............................................................................................................................................... [2]

© UCLES 2018 0452/13/M/J/18
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(g) Calculate the value of inventory at 1 May 2017.

(i) Calculate Kumu’s rate of inventory turnover for the year ended 30 April 2018. The calculation
should be correct to two decimal places.

[Total: 23]
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4 Chandrais a driving instructor. His pupils pay for their lessons in advance.
REQUIRED
(a) Complete the following sentences by selecting the correct word.

The first sentence has been completed as an example. The correct word should be selected
as shown in the example.

1 | The motor vehicles account has a (debit/eredit) balance in a trial balance.

2 | A year end accrual is an amount (earned/owing) for an expense incurred in the
(current/previous) financial period. It will be included in the statement of financial
position as a current (asset/liability).

3 | Accrued income is an amount (earned/owing) by the business which will be
received in the (current/next) financial period. It will be included in the statement of
financial position as a current (asset/liability).

(6]

Chandra started business on 1 February 2017. He charges $20 per lesson. Pupils must pay for
10 lessons in advance.

Total receipts for lessons for the year ended 31 January 2018 amounted to $20200.

On 31 January 2018, Chandra’s records showed that the following pupils had not received the full
set of lessons paid for.

Number of
lessons given
Joe 6
Adam 4
Billy 8

REQUIRED

(b) Calculate the amount Chandra had received in advance for driving lesson fees at
31 January 2018.

© UCLES 2018 0452/13/M/J/18
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(c) Calculate the amount of driving lesson fee income which Chandra included in his income

statement for the year ended 31 January 2018.

Chandra calculated a draft profit of $8760 for the year ended 31 January 2018. The following

errors were later discovered.

1 Advertising expenses owing at the year-end had been overstated by $100.

2 Interest payable on a 6% bank loan of $10000 had been omitted. The loan was taken on

1 February 2017.

3 Cost of petrol, $89, for Chandra’s personal use had been recorded as a business expense.

4 Motor vehicle repairs, $210, had been recorded as motor insurance.

REQUIRED

(e) Complete the statement to show the corrected profit for the year ended 31 January 2018. If
an error has no effect on profit place a tick (v') in the No Effect column.

Chandra
Statement of corrected profit for the year ended 31 January 2018
No Effect Increase Decrease
$ $ $

Draft profit 8760

Error 1

Error 2

Error 3

Error 4

Corrected profit

[6]
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(f) Name the accounting principle being applied when correctly dealing with the transaction in
error 3. Give a reason for your answer.

ACCOUNTING PIINCIPIE .. e e e e e e e e e e e e e e e e e e e e e e eanns
REASON ... —————————————
............................................................................................................................................... 2]
Chandra wishes to compare his business results with those of LQ Limited, a large chain of driving
schools.
REQUIRED

(g) Suggest two reasons why Chandra may have difficulty comparing his business results with
those of LQ Limited.

[Total: 23]
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5 WB Sports Club has 250 members. The annual subscription is $20. The club provided the following
information.

REQUIRED

(a) Prepare the subscriptions account for the year ended 31 March 2018.

Subscriptions received in advance on 1 April 2017
Subscriptions received during the year ended 31 March 2018
Subscriptions in arrears on 31 March 2018

and bring down the balance on 1 April 2018.

WB Sports Club
Subscriptions account

120
4740
140

Details

Date

Details

© UCLES 2018
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WB Sports Club also provided the following information.

On 1 April 2017 $
Balance at bank (as per cash book) 960 debit
During the year ended 31 March 2018

Rent paid 2000
Entry fees received for gymnastics competition 900

Cost of prizes for gymnastics competition 220
General expenses 682
Insurance paid 430
Donations received 350
Purchase of sports equipment 2760

REQUIRED

(b) Prepare the receipts and payments account for the year ended 31 March 2018. Balance the
account and bring down the balance on 1 April 2018.

WB Sports Club

Receipts and Payments Account for the year ended 31 March 2018

Details

Date

Details

© UCLES 2018
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WB Sports Club calculated a surplus for the year of $1568.

16

The following additional information was provided at 31 March 2018.

REQUIRED

Accumulated fund at 1 April 2017
Sports equipment at valuation 31 March 2018 15760
Rent paid in advance

General expenses owing

$
15563

500
127

(c) Prepare the statement of financial position of WB Sports Club at 31 March 2018.

© UCLES 2018

WB Sports Club
Statement of Financial Position at 31 March 2018
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(d) State how the accumulated fund of WB Sports Club has arisen.

[Total: 24]
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6 Siegfried is a sole trader who does not maintain a complete set of double entry records. He has
provided the following information.

1 January 31 December

2017 2017
$ $
Equipment at cost 18000 18000
Inventory 2415 2934
Trade receivables 1930 2042
Trade payables 1210 1455
Bank - 209
Bank overdraft 835 -
Accrued expenses - 98
Prepaid rent - 120
Capital 20300 ?

On 31 December 2017, Siegfried brought his own motor vehicle into the business, valued at
$5500. He decided to write off trade receivables, $100, and to start depreciating equipment by
20% per annum.

REQUIRED

(a) Calculate Siegfried’s capital at 31 December 2017 after making the necessary adjustments.

© UCLES 2018 0452/13/M/J/18
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During the year ended 31 December 2017, Siegfried’s cash drawings were $2700.
REQUIRED

(b) Calculate the profit made by Siegfried for the year ended 31 December 2017.

............................................................................................................................................... [5]
(c) State what is measured by the return on capital employed (ROCE).

............................................................................................................................................... 1]
(d) State the formula for the calculation of the ROCE.

............................................................................................................................................... 1]

(e) Calculate Siegfried’s return on capital employed for the year ended 31 December 2017. Use
the opening capital in your calculation which should be correct to two decimal places.

© UCLES 2018 0452/13/M/J/18 [Turn over
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Siegfried knows that he sold the same number of units and had applied the same mark-up in the
year ended 31 December 2017 as he did in the previous year, but made a lower profit for the year.

REQUIRED

(f) Suggest one reason why Siegfried made a lower profit for the year for the year ended
31 December 2017 than the previous year.

[Total: 20]
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1 Lydia is a trader. She keeps a full set of accounting records and prepares control accounts at the
end of each month.

REQUIRED

(@) Name the book of prime (original) entry which Lydia would use to obtain the following
information when preparing her control accounts.

Book of prime (original) entry

Returns by credit customers

Bad debts written off

(2]

Lydia was able to provide the following information for the month ended 30 April 2018.

2018 $
April 1 Amount owing by credit customers 3944
Amount owing to credit suppliers 4215

April 30 Totals for the month

Cash purchases 996
Credit purchases 4855
Returns to credit suppliers 113
Returns from credit customers 236
Cheques received from credit customers 3332
Discount allowed 68
Discount received 95
Contra entry 250
Carriage charged by credit supplier 210
May 1  Debit balance in purchases ledger 100
Credit balance in purchases ledger 4237
REQUIRED

(b) Select the relevant figures and prepare the purchases ledger control account for the month of
April 2018.
Insert a figure for cheques paid to credit suppliers.
Balance the account and bring down the balances on 1 May 2018.

© UCLES 2018 0452/21/M/J/18
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Lydia
Purchases ledger control account

Details

Date

Details

[9]

© UCLES 2018
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Lydia is proposing to create and maintain a provision for doubtful debts at 20 % of trade receivables
at the end of each financial year.

REQUIRED

(d) Explain how maintaining a provision for doubtful debts is an example of the application of the
principle of prudence.

Lydia allows her credit customers a cash discount of 2% if accounts are settled within 30 days.
From 1 June 2018 Lydia is proposing to offer a cash discount of 3% if accounts are settled within
21 days.
REQUIRED
(e) Discuss how this proposal could affect Lydia’s:

(i) future liquidity

(ii) future profit for the year.

[Total: 19]
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2 On 1 March 2017 Nabil started a business buying and selling office supplies on credit.

Nabil opened a business bank account on 1 March 2017 with capital, $155000 and a loan from
AB Loans, $80000. On the same day he purchased premises, $200000, fixtures and fittings,
$22000, and inventory, $5500, paying by cheque.

REQUIRED

(a) Prepare a journal entry to include all the above information to open the books of the business
on 1 March 2017.

A narrative is required.

Nabil
Journal

Details

Credit

© UCLES 2018
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Despite having little knowledge of book-keeping, Nabil decided to prepare a trial balance at the
end of his financial year on 28 February 2018.

The trial balance he prepared, which contains errors, was as follows.

Debit Credit
$ $

Revenue 119100
Purchases 72000

Capital 155000

Loan — AB Loans 80000
Premises 200000
Fixtures and fittings 22000
Trade receivables 7600

Trade payables 6850
Bank overdraft 3950
Wages 32300
General expenses 25400
Inventory 1 March 2017 5500
28 February 2018 6100

Difference on trial balance 13900

374850 374850

The following errors were later discovered.

1 Nabil’s cash drawings, $10000, had been posted to the wages account.

2 No entry had been made for purchases returns, $150.

3  $140 owed by a credit customer should have been written off as a bad debt.
4 No entry had been made for bank charges, $210.

5 The balance of the petty cash book, $100, had been omitted from the trial balance.

© UCLES 2018 0452/21/M/J/18



REQUIRED

(c) Prepare a corrected trial balance at 28 February 2018.

Nabil

Corrected Trial Balance at 28 February 2018

Revenue
Purchases

Capital

Loan — AB Loans
Premises

Fixtures and fittings
Trade receivables
Trade payables
Bank overdraft
Wages

General expenses

Inventory ........ccccvvveeeeenn.

Credit

© UCLES 2018
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[Total: 20]
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Masuma owns a furniture store. She maintains a full set of accounting records. Her financial year

ends on 31 March.

Masuma provided the following information at 31 March 2018.

1 On 1 April 2017 Amina, a credit customer, owed $160. On 1 March 2018 she paid 75% of this

and the balance was written off as a bad debt.

2 On 4 January 2018 additional fixtures and fittings, $2000, were purchased on credit from
Office Traders, but this transaction was not recorded.

3 Thefixtures and fittings are depreciated at the rate of 20% per annum on the cost of equipment

held at the end of each financial year.

4 On 31 March 2018 the discount columns in the cash book showed the following totals for the

month:

REQUIRED

discount column on debit side $55
discount column on credit side $68
These totals had not been transferred to the discount accounts in the ledger.

(a) Record this information in the following accounts in Masuma’s ledger at 31 March 2018.

Some entries have already been made in the accounts during the year.

Close all the accounts by balancing or by making a transfer to an appropriate account.

Masuma
Amina account

Date Details $ Date Details $
2017
April 1 | Balance b/d TOO | oo | e | e
© UCLES 2018 0452/21/M/J/18




Bad debts account

9

Date Details $ Date Details $
2018
Feb 28 | Total written off 135 | e | e | s

Fixtures and fittings account

Date Details $ Date Details $
2017
April 1 | Balance b/d 4000 | .ccoooiiieis | e | i,

Provision for depreciation of fixtures and fittings account
Date Details $ Date Details $
2017
.............................................................. April 1 | Balance b/d 1600
© UCLES 2018 0452/21/M/J/18
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Discount allowed account

Date Details $ Date Details $
2018
Feb 28 | Total to date 3590 | oo | | e
Discount received account
Date Details $ Date Details $
2018
.............................................................. Feb 28 | Total to date 4130
The following account appeared in Masuma'’s ledger on 31 March 2018.
Disposal of motor vehicle account
Date Details $ Date Details $
2018 2018
Feb 1 Motor vehicles 9500 Feb 1 Provision for
depreciation of
motor vehicles 4636
M6Vans 3500
Mar 31 | Income statement 1364
9500 9500
© UCLES 2018 0452/21/M/J/18
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REQUIRED
(b) Explain each entry in the disposal of motor vehicle account.
Name the account in which the double entry would be made for each item.
State whether that account would be debited or credited.

February 1 Motor vehicles

4] =T =1 o o

DOUDBIE ENTIY .o e e e e
February 1 Provision for depreciation of motor vehicles

[ o] F=T g F= (o] o H PSP PP PPPPPPI

DOUDBIE ENEIY .ot e e e e e e e e e e e e e e e s
February 1 M6Vans

EXPIANAION <.

DOUDBIE ENTIY e e e e e
March 31 Income statement

EXPIANATION ... e e e e e e e e e e e e s

[Total: 20]
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4 Asim has an advertising agency. His financial year ends on 31 January.

He provided the following information on 31 January 2018.

$
Capital at 1 February 2017 120000
Drawings 8500
Office equipment at valuation at 1 February 2017 6180
Motor vehicle at cost 15000
Provision for depreciation of motor vehicle 5400
Fees received from clients 28350
Wages of assistant 19000
General expenses 1358
Motor expenses 970
Rates and insurance 2280
Rent received from tenant 5600

Additional information
1 At 31 January 2018
$2400 was outstanding from clients for fees.
Motor expenses outstanding amounted to $110.
A provision for doubtful debts of 2% of the amount owed by clients should be created.
2 The rates and insurance paid were for a period of 15 months from 1 February 2017.
3 Part of the premises were let to a tenant on 1 February 2017 at an annual rent of $4800.

4  One quarter of the motor expenses are for Asim’s personal use of the motor vehicle.

5 The motor vehicle is to be depreciated at 20% per annum using the reducing (diminishing)
balance method.

6 The office equipment was valued at $5500 on 31 January 2018.
No office equipment was purchased or sold during the year.

© UCLES 2018 0452/21/M/J/18
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REQUIRED
(a) Prepare Asim’s income statement for the year ended 31 January 2018.

Asim
Income Statement for the year ended 31 January 2018

[13]
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(b) State the formula for the calculation of the return on capital employed (ROCE).

(c) Calculate Asim’s return on capital employed (ROCE) using his capital at 1 February 2017.
The calculation should be correct to two decimal places.

(d) Suggest two reasons why Asim’s return on capital employed (ROCE) is higher than that of
Nagid who has a similar business.

(e) Explain why Asim should consider non-financial factors when comparing his financial
statements with those of Nagqid.

[Total: 20]
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5 Raviis a wholesaler. His financial year ends on 31 March. He provided the following information

for the year ended 31 March 2018.

Revenue

cash sales

credit sales
Purchases returns
Inventory at 1 April 2017

Mark-up

Inventory at 31 March 2018 was 50% greater than that at 1 April 2017.

REQUIRED

8750
34450
950
2900

20%

(a) Prepare the income statement (trading account section) for the year ended 31 March 2018 to
calculate the purchases for the year.

Ravi
Income Statement (Trading Account section) for the year ended
31 March 2018

© UCLES 2018
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(c) Suggest two reasons why Ravi’s rate of inventory turnover is lower than the average for this
type of business.

3 P EESSTSR
72
............................................................................................................................................... [2]
(d) State the basis on which Ravi should value his inventory.
............................................................................................................................................... [1]

(e) Name the accounting principle which Ravi is applying by valuing his inventory on this basis.

(f) Complete the table by placing a tick (v') in the correct column to indicate the effect of Ravi
overvaluing his inventory at 31 March 2018.

The first one has been completed as an example.

Overstated Understated

current assets at 31 March 2018 v

cost of sales for the year ended 31 March 2018

gross profit for the year ended 31 March 2018

cost of sales for the year ending 31 March 2019

profit for the year ending 31 March 2019

[4]
Ravi is considering ways to increase his gross profit.
REQUIRED

(g) Complete the table by placing a tick (v’) in the correct column to indicate how each of the
following proposals would affect Ravi’s gross profit.

Increase Decrease No effect

Reduce the rate of trade discount
allowed to credit customers

Reduce the rate of cash discount
allowed to credit customers

(2]

© UCLES 2018 0452/21/M/J/18
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(h) Comment on the possible effects of Ravi’s proposal to increase the mark-up from 20% to
25%.

[Total: 21]
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6 The financial year of CD Limited ends on 30 April. The following information was provided on
30 April 2018.

$ $
Non-current assets (book value) 227000 Ordinary share capital
Inventory 29000 (300000 shares of $0.50) 150000
Trade receivables 22000 General reserve 1 May 2017 30000
Bank 11000 Retained earnings 1 May 2017 6000
Profit for the year ended
30 April 2018 13000
5% Debentures (repayable 2025) 50000
Trade and other payables 40000

REQUIRED

(a) State two differences between debentures and ordinary shares.

............................................................................................................................................... [4]
(b) State how the general reserve has arisen.

............................................................................................................................................... [1]
(c) State two reasons why CD Limited retains some profit each year.

8 TR

2P

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

© UCLES 2018 0452/21/M/J/18
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(d) Complete the table by placing tick(s) (v) in the correct column(s) to indicate where each of
the following would be included in the financial statements of CD Limited at 30 April 2018.

Some items may appear in more than one statement.

The first one has been completed as an example.

Income Statement Statement No entry
statement | of changes | of financial
in equity position
1 September 2017
Repayment of long-term v

loan

1 November 2017
Payment of half-year
interest on debentures

31 December 2017
Payment of interim
ordinary share dividend

30 April 2018
Half-year interest on
debentures accrued

30 April 2018
Proposed ordinary share
dividend

(5]
CD Limited requires an additional $30000 to pay for an expansion programme.

(e) State one advantage to ordinary shareholders if CD Limited raises the money by issuing
debentures.

(f) State one disadvantage to ordinary shareholders if CD Limited raises the money by issuing
debentures.

© UCLES 2018 0452/21/M/J/18 [Turn over
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The current ratio of CD Limited on 30 April 2018 was 1.55 : 1.
The company is anxious to increase this ratio and several proposals are being considered.
REQUIRED

(g) State the formula for the calculation of the current ratio.

(h) Complete the table by placing a tick (v) in the correct column to indicate the effect on the
current ratio of each proposal.

The first one has been completed as an example.

Increase Decrease No effect

Sell surplus non-current assets for

cash v

Sell goods on cash terms only

Obtain a further long-term loan

Buy additional non-current assets on
credit rather than paying immediately

Persuade trade receivables to pay
half of their debts immediately in
return for 3% cash discount

Pay trade payables after 2 months
instead of after 1 month

(5]

[Total: 20]
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1 J Smith is a wholesaler. He provided the following incomplete document on 28 February 2018.

2

J Smith

Wholesale Supplier

112 Long Road

Westown
W Jones
High Street
Eastford 28 February 2018
Date Reference Debit Credit Balance
$ $ $
2018
Feb 1 | Balance due 700
11 | Goods 450 ?
19 | Returns 115 ?
28 | Payment 686 ?
Discount 14 ?
REQUIRED

(@) (i) State the name of the document.

© UCLES 2018
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(b) Complete the following table by placing a tick (V) in the correct column to indicate how
J Smith would record the issue of this document in his accounting records.

debit entry in ledger
account of W Jones

credit entry in ledger
account of W Jones

no entry would be made

[1]
(c) Complete the following table relating to the transaction of 11 February.
name of person entries made by W Jones
document issued issuing d t
ISsuIng documen account debited account credited
[4]

(d) Name the book of prime (original) entry in which each trader would record the transaction of

19 February.

J Smith

book of prime (original) entry used by

W Jones

book of prime (original) entry used by

[2]

The financial year of J Smith ends on 30 April. During the year ended 30 April 2018 he recorded a

bad debt and a bad debt recovered.

REQUIRED

(e) State the meaning of each of the following terms.

(i) Bad debt

© UCLES 2018
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(f) Suggest two ways in which J Smith could reduce the risk of bad debts.

J Smith maintains a provision for doubtful debts at the same percentage of the trade receivables
at the end of each year.

REQUIRED

(g) Explain how maintaining a provision for doubtful debts is an application of the principle of
prudence.

(h) Explain how maintaining a provision for doubtful debts is an application of the principle of
accruals (matching).

............................................................................................................................................... [2]
J Smith provided the following information.
30 April 2017 Trade receivables 18300
Provision for doubtful debts 460
30 April 2018 Trade receivables 17600
REQUIRED
(i) Calculate the rate of the provision for doubtful debts as a percentage.
............................................................................................................................................... [1]

© UCLES 2018 0452/22/M/J/18
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(j) Prepare the provision for doubtful debts account for the year ended 30 April 2018. Balance
the account and bring down the balance on 1 May 2018.

J Smith
Provision for doubtful debts account

Details

Date

Details

© UCLES 2018
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[Total: 25]
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2 Sophia is a food wholesaler. Her receipts and payments during the financial year ended
31 March 2018 included both capital and revenue items.

REQUIRED
(a) State the meaning of each of the following terms and give an example of each.
Capital expenditure

(=22 7] o o PO PP PPPR SRR

Capital receipt

/== T

Revenue expenditure

1Y [=T= T T o o PP PRSPPI

Revenue receipt

/==Y ][V PP
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After calculating her profit for the year ended 31 March 2018, Sophia discovered some errors had
been made in her accounting records.

Error 1 Rent received from a tenant had been credited to the premises account.

Error 2 Legal costs on the purchase of a new warehouse had been debited to the general
expenses account.

Error 3 Roof repairs to the existing warehouse had been debited to the premises account.

Error 4 Capital introduced had been included in the cash sales.

REQUIRED

(b) Complete the following table by placing a tick (v) in the correct column to indicate the effect
of each of the errors.

The first one has been completed as an example.

effect on profit for the year effect on closing capital
error
overstated understated overstated understated no effect
error 1 v v
error 2
error 3
error 4

© UCLES 2018
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Sophia maintains a full set of books of prime (original) entry including a three column cash book.
REQUIRED

(c) Explain why Sophia’s cash book is both a book of prime (original) entry and also part of the
ledger.

The bank columns of Sophia’s cash book for the month of April 2018 were as follows.

Cash book (bank columns only)

Date Details $ Date Details Cheque $
2018 2018 number
April 1 | Balance b/d 950 April 2 | Petty cash 000198 106
8 | Goodfoods 140 15 | Expenses 000199 25
28 | CD Limited 280 21 | Lowlands Farm 000200 44
30 | Sales 31 29 | FF Limited 000201 90

Sophia’s business bank statement for April 2018 was as follows.

Bank Statement for the month of April 2018

2018 Debit Credit Balance
$ $ $

April 1 Balance 850 Cr

5 000198 106 744 Cr

9 Credit 140 884 Cr

12 Standing order (insurance) 50 834 Cr

18 000199 25 809 Cr

20 Dishonoured cheque (Goodfoods) 140 669 Cr

27 000200 44 625 Cr

30 Charges 15 610 Cr

Direct debit (rates) 400 210 Cr

The following errors were discovered.

1  Sophia had brought down the cash book balance on 1 April 2018 incorrectly. It should have
been $850.

2 The bank had incorrectly entered a standing order for insurance in Sophia’s business bank
account instead of her personal bank account.

© UCLES 2018 0452/22/M/J/18



REQUIRED

(d) Select the items required to update Sophia’s cash book on 30 April 2018 and write these

items in the table.

Indicate how each item would be entered in the cash book.

The first one has been completed as an example.

item

entry required in cash book

debit credit
$ $
cash book error 100

[3]

Sophia prepared a bank reconciliation statement on 30 April 2018. She started with the credit

balance shown on the bank statement at that date.

REQUIRED

(e) Select the items which would be entered in Sophia’s bank reconciliation statement on

30 April 2018 and write these items in the table.

Place a tick (v') in the correct column to indicate how each item would be recorded in the

bank reconciliation statement.

item

entry in bank reconciliation statement

added to bank
statement balance

deducted from
bank statement
balance

© UCLES 2018 0452/22/M/J/18

[4]
[Total: 23]
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3 Jamil started a business on 1 January 2014. He considered using the straight line (equal
instalment) method to depreciate all his non-current assets.

REQUIRED

(@) Name one other method Jamil could use to depreciate his non-current assets.

(b) Suggest two reasons why the straight line (equal instalment) method would not be a suitable
method of depreciation to apply to the hand tools used in Jamil’s factory.

Jamil decided to depreciate his office machinery at 20% per annum using the straight line (equal
instalment) method calculated on a month-by-month basis from the date of purchase to the date
of disposal.
He provided the following information.
2014 January 1 Purchased office machine A, $15000, paying by cheque.
2016 October 1 Purchased office machine B, $18000, paying by cheque.
2017 July 1 Purchased office machine C, $20000, on credit from XY Limited.
XY Limited agreed to accept office machine A in part exchange at a

valuation of $6000.

REQUIRED

(c) Calculate the depreciation on office machinery for the year ended 31 December 2016.
Show your calculations and insert your answers in the spaces provided.

Calculation of depreciation for the year ended 31 December 2016

depreciation on office depreciation on office
. . total
machine A machine B
calculation calculation
answer$ .....oonnnnn. answer$ ..ol o

[2]

© UCLES 2018 0452/22/M/J/18
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(d) Calculate the depreciation on office machinery for the year ended 31 December 2017.
Show your calculations and insert your answers in the spaces provided.

Calculation of depreciation for the year ended 31 December 2017

total

depreciation on office depreciation on office depreciation on office
machine A machine B machine C
calculation calculation calculation
answer$ ..ol answer$ ..ol answer$ ..o, $

[3]

(e) Prepare the following accounts in the ledger of Jamil for each of the two years ended
31 December 2016 and 31 December 2017.

Balance the accounts and bring down the balances on 1 January 2017 and 1 January 2018.

Jamil
Office machinery account

Date
2016
Jan 1

Details

Balance A b/d

Details

© UCLES 2018
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Provision for depreciation of office machinery account

Details

Date
2016
Jan 1

Details

Balance A b/d

[11]

© UCLES 2018
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4  The financial year of AB Limited ends on 31 March. The income statement for the year ended

31 March 2018 showed a profit for the year of $35000.

REQUIRED

(a) Complete the following statement of changes in equity for the year ended 31 March 2018,
which has been partially prepared by the accountant.

AB Limited

Statement of Changes in Equity for the year ended 31 March 2018

At 31 March 2018

Ordinary | General | Retained | Total
share | reserve | earnings
capital
$ $ $ $

On 1 April 2017 200000 | 14000 6000 | 220000
Profitfortheyear s [ i, 35000
Final dividend paid (for year ended 31 March 2017) | ..ccooiiiiis | oieeiiiiies | e (10000)
Interim dividend paid (for year ended 31 March 2018) |........cccco. | eeveiiiiiiies [vveeiiiiins (4000)
Transfer to general reserve |l 2000 |...ooiiiies |,

The following additional information was available on 31 March 2018.

4% Debentures (repayable 1 April 2022)
Premises at cost

Machinery at cost

Office equipment at cost

Provision for depreciation of machinery
Provision for depreciation of office equipment
Trade receivables

Trade payables

Other receivables

Other payables

Petty cash

Bank

Inventory

Provision for doubtful debts

Bank loan (repayable 1 January 2019)

© UCLES 2018 0452/22/M/J/18
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30000
195000
98000
39500
35280
15800
9900
10020
568
950
200
2040
12120
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20000
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(b) Prepare the statement of financial position at 31 March 2018.

© UCLES 2018

AB Limited
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Statement of Financial Position at 31 March 2018
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[14]

The directors of AB Limited want to raise $100000 in order to expand the business. After the first
two years this should increase the annual profit before interest by $25000.

It is proposed to raise the funds by either issuing more debentures or more ordinary shares.

REQUIRED

(c) Suggest two disadvantages to the existing ordinary shareholders if the funds are raised by

the issue of debentures.

(d) Suggest two disadvantages to the existing ordinary shareholders if the funds are raised by

the issue of additional ordinary shares.

0452/22/M/J/18
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5 Aretta opened a clothes store on 1 April 2018.

She invested $12800 as capital. Her father gave her a loan of $7200, repayable on 1 October 2018.
Interest of 5% per annum was to be paid on the loan at the end of each month.

The credit side of Aretta’s cash book for April 2018 was as follows.

$
April 1 Shop fixtures and fittings 9500
Credit suppliers 15000
Rent of premises for 6 months 2400
Insurance for 12 months 3600
April 30 Operating expenses 980
Wages 1900
Drawings 1500

Additional information

1 All purchases were made on credit terms and all sales were made for cash.
2 Aretta’s gross profit margin was 25%.

3  No record was made of cash sales.

4  Aretta decided to depreciate the shop fixtures and fittings at 12% per annum using the
straight line (equal instalment) method.

5 On 30 April 2018 inventory was valued at $4080 and $810 was owed to credit suppliers.

© UCLES 2018 0452/22/M/J/18
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(a) Prepare Aretta’s income statement for the month ended 30 April 2018 to show the revenue,
gross profit and profit for the month.

© UCLES 2018

Aretta

Income Statement for the month ended 30 April 2018
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On 30 April 2018 Aretta was concerned that her quick (acid test) ratio was very low. She considered

six proposals to improve the ratio.

REQUIRED

(b) State the formula for the calculation of the quick (acid test) ratio.

(c) Complete the following table by placing a tick (v') in the correct column to indicate the effect
of each proposal on Aretta’s quick (acid test) ratio.
The first one has been completed as an example.

(d) State which proposal would affect the quick (acid test) ratio but not affect the current ratio.
Explain the reason for your answer.

effect on quick ratio
proposal
increase decrease no effect

1 | purchase a motor vehicle on credit v
o | PaAY credit suppliers early to receive cash

discount
3 obtain a bank overdraft and repay the loan

immediately
4 | arrange for the loan to be extended to 2 years
5 | sell on credit terms rather than on cash terms
6 | reduce inventory by selling half at cost price

[3]

© UCLES 2018
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Aretta decided to compare her business performance with that of another clothes store in the
same town.

REQUIRED

(e) Explain two factors Aretta should consider when comparing her business performance with
that of the other business.

[Total: 25]
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1 J Smith is a wholesaler. He provided the following incomplete document on 28 February 2018.

2

J Smith

Wholesale Supplier

112 Long Road

Westown
W Jones
High Street
Eastford 28 February 2018
Date Reference Debit Credit Balance
$ $ $
2018
Feb 1 | Balance due 700
11 | Goods 450 ?
19 | Returns 115 ?
28 | Payment 686 ?
Discount 14 ?
REQUIRED

(@) (i) State the name of the document.

© UCLES 2018

0452/23/M/J/18



3

(b) Complete the following table by placing a tick (V) in the correct column to indicate how
J Smith would record the issue of this document in his accounting records.

debit entry in ledger
account of W Jones

credit entry in ledger
account of W Jones

no entry would be made

[1]
(c) Complete the following table relating to the transaction of 11 February.
name of person entries made by W Jones
document issued issuing d t
ISsuIng documen account debited account credited
[4]

(d) Name the book of prime (original) entry in which each trader would record the transaction of

19 February.

J Smith

book of prime (original) entry used by

W Jones

book of prime (original) entry used by

[2]

The financial year of J Smith ends on 30 April. During the year ended 30 April 2018 he recorded a

bad debt and a bad debt recovered.

REQUIRED

(e) State the meaning of each of the following terms.

(i) Bad debt

© UCLES 2018
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(f) Suggest two ways in which J Smith could reduce the risk of bad debts.

J Smith maintains a provision for doubtful debts at the same percentage of the trade receivables
at the end of each year.

REQUIRED

(g) Explain how maintaining a provision for doubtful debts is an application of the principle of
prudence.

(h) Explain how maintaining a provision for doubtful debts is an application of the principle of
accruals (matching).

............................................................................................................................................... [2]
J Smith provided the following information.
30 April 2017 Trade receivables 18300
Provision for doubtful debts 460
30 April 2018 Trade receivables 17600
REQUIRED
(i) Calculate the rate of the provision for doubtful debts as a percentage.
............................................................................................................................................... [1]

© UCLES 2018 0452/23/M/J/18
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(j) Prepare the provision for doubtful debts account for the year ended 30 April 2018. Balance
the account and bring down the balance on 1 May 2018.

J Smith
Provision for doubtful debts account

Details

Date

Details

© UCLES 2018
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[Total: 25]
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2 Sophia is a food wholesaler. Her receipts and payments during the financial year ended
31 March 2018 included both capital and revenue items.

REQUIRED
(a) State the meaning of each of the following terms and give an example of each.
Capital expenditure

(=22 7] o o PO PP PPPR SRR

Capital receipt

/== T

Revenue expenditure

1Y [=T= T T o o PP PRSPPI

Revenue receipt

/==Y ][V PP
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After calculating her profit for the year ended 31 March 2018, Sophia discovered some errors had
been made in her accounting records.

Error 1 Rent received from a tenant had been credited to the premises account.

Error 2 Legal costs on the purchase of a new warehouse had been debited to the general
expenses account.

Error 3 Roof repairs to the existing warehouse had been debited to the premises account.

Error 4 Capital introduced had been included in the cash sales.

REQUIRED

(b) Complete the following table by placing a tick (v) in the correct column to indicate the effect
of each of the errors.

The first one has been completed as an example.

effect on profit for the year effect on closing capital
error
overstated understated overstated understated no effect
error 1 v v
error 2
error 3
error 4

© UCLES 2018
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Sophia maintains a full set of books of prime (original) entry including a three column cash book.
REQUIRED

(c) Explain why Sophia’s cash book is both a book of prime (original) entry and also part of the
ledger.

The bank columns of Sophia’s cash book for the month of April 2018 were as follows.

Cash book (bank columns only)

Date Details $ Date Details Cheque $
2018 2018 number
April 1 | Balance b/d 950 April 2 | Petty cash 000198 106
8 | Goodfoods 140 15 | Expenses 000199 25
28 | CD Limited 280 21 | Lowlands Farm 000200 44
30 | Sales 31 29 | FF Limited 000201 90

Sophia’s business bank statement for April 2018 was as follows.

Bank Statement for the month of April 2018

2018 Debit Credit Balance
$ $ $

April 1 Balance 850 Cr

5 000198 106 744 Cr

9 Credit 140 884 Cr

12 Standing order (insurance) 50 834 Cr

18 000199 25 809 Cr

20 Dishonoured cheque (Goodfoods) 140 669 Cr

27 000200 44 625 Cr

30 Charges 15 610 Cr

Direct debit (rates) 400 210 Cr

The following errors were discovered.

1  Sophia had brought down the cash book balance on 1 April 2018 incorrectly. It should have
been $850.

2 The bank had incorrectly entered a standing order for insurance in Sophia’s business bank
account instead of her personal bank account.

© UCLES 2018 0452/23/M/J/18



REQUIRED

(d) Select the items required to update Sophia’s cash book on 30 April 2018 and write these

items in the table.

Indicate how each item would be entered in the cash book.

The first one has been completed as an example.

item

entry required in cash book

debit credit
$ $
cash book error 100

[3]

Sophia prepared a bank reconciliation statement on 30 April 2018. She started with the credit

balance shown on the bank statement at that date.

REQUIRED

(e) Select the items which would be entered in Sophia’s bank reconciliation statement on

30 April 2018 and write these items in the table.

Place a tick (v') in the correct column to indicate how each item would be recorded in the

bank reconciliation statement.

item

entry in bank reconciliation statement

added to bank
statement balance

deducted from
bank statement
balance

© UCLES 2018 0452/23/M/J/18
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3 Jamil started a business on 1 January 2014. He considered using the straight line (equal
instalment) method to depreciate all his non-current assets.

REQUIRED

(@) Name one other method Jamil could use to depreciate his non-current assets.

(b) Suggest two reasons why the straight line (equal instalment) method would not be a suitable
method of depreciation to apply to the hand tools used in Jamil’s factory.

Jamil decided to depreciate his office machinery at 20% per annum using the straight line (equal
instalment) method calculated on a month-by-month basis from the date of purchase to the date
of disposal.
He provided the following information.
2014 January 1 Purchased office machine A, $15000, paying by cheque.
2016 October 1 Purchased office machine B, $18000, paying by cheque.
2017 July 1 Purchased office machine C, $20000, on credit from XY Limited.
XY Limited agreed to accept office machine A in part exchange at a

valuation of $6000.

REQUIRED

(c) Calculate the depreciation on office machinery for the year ended 31 December 2016.
Show your calculations and insert your answers in the spaces provided.

Calculation of depreciation for the year ended 31 December 2016

depreciation on office depreciation on office
. . total
machine A machine B
calculation calculation
answer$ .....oonnnnn. answer$ ..ol o

[2]

© UCLES 2018 0452/23/M/J/18



1

(d) Calculate the depreciation on office machinery for the year ended 31 December 2017.
Show your calculations and insert your answers in the spaces provided.

Calculation of depreciation for the year ended 31 December 2017

total

depreciation on office depreciation on office depreciation on office
machine A machine B machine C
calculation calculation calculation
answer$ ..ol answer$ ..ol answer$ ..o, $

[3]

(e) Prepare the following accounts in the ledger of Jamil for each of the two years ended
31 December 2016 and 31 December 2017.

Balance the accounts and bring down the balances on 1 January 2017 and 1 January 2018.

Jamil
Office machinery account

Date
2016
Jan 1

Details

Balance A b/d

Details

© UCLES 2018
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Provision for depreciation of office machinery account

Details

Date
2016
Jan 1

Details

Balance A b/d

[11]

© UCLES 2018
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4  The financial year of AB Limited ends on 31 March. The income statement for the year ended

31 March 2018 showed a profit for the year of $35000.

REQUIRED

(a) Complete the following statement of changes in equity for the year ended 31 March 2018,
which has been partially prepared by the accountant.

AB Limited

Statement of Changes in Equity for the year ended 31 March 2018

At 31 March 2018

Ordinary | General | Retained | Total
share | reserve | earnings
capital
$ $ $ $

On 1 April 2017 200000 | 14000 6000 | 220000
Profitfortheyear s [ i, 35000
Final dividend paid (for year ended 31 March 2017) | ..ccooiiiiis | oieeiiiiies | e (10000)
Interim dividend paid (for year ended 31 March 2018) |........cccco. | eeveiiiiiiies [vveeiiiiins (4000)
Transfer to general reserve |l 2000 |...ooiiiies |,

The following additional information was available on 31 March 2018.

4% Debentures (repayable 1 April 2022)
Premises at cost

Machinery at cost

Office equipment at cost

Provision for depreciation of machinery
Provision for depreciation of office equipment
Trade receivables

Trade payables

Other receivables

Other payables

Petty cash

Bank

Inventory

Provision for doubtful debts

Bank loan (repayable 1 January 2019)

© UCLES 2018 0452/23/M/J/18
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30000
195000
98000
39500
35280
15800
9900
10020
568
950
200
2040
12120
198
20000

credit
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(b) Prepare the statement of financial position at 31 March 2018.

© UCLES 2018

AB Limited
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[14]

The directors of AB Limited want to raise $100000 in order to expand the business. After the first
two years this should increase the annual profit before interest by $25000.

It is proposed to raise the funds by either issuing more debentures or more ordinary shares.

REQUIRED

(c) Suggest two disadvantages to the existing ordinary shareholders if the funds are raised by

the issue of debentures.

(d) Suggest two disadvantages to the existing ordinary shareholders if the funds are raised by

the issue of additional ordinary shares.

0452/23/M/J/18
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5 Aretta opened a clothes store on 1 April 2018.

She invested $12800 as capital. Her father gave her a loan of $7200, repayable on 1 October 2018.
Interest of 5% per annum was to be paid on the loan at the end of each month.

The credit side of Aretta’s cash book for April 2018 was as follows.

$
April 1 Shop fixtures and fittings 9500
Credit suppliers 15000
Rent of premises for 6 months 2400
Insurance for 12 months 3600
April 30 Operating expenses 980
Wages 1900
Drawings 1500

Additional information

1 All purchases were made on credit terms and all sales were made for cash.
2 Aretta’s gross profit margin was 25%.

3  No record was made of cash sales.

4  Aretta decided to depreciate the shop fixtures and fittings at 12% per annum using the
straight line (equal instalment) method.

5 On 30 April 2018 inventory was valued at $4080 and $810 was owed to credit suppliers.

© UCLES 2018 0452/23/M/J/18



REQUIRED

19

(a) Prepare Aretta’s income statement for the month ended 30 April 2018 to show the revenue,
gross profit and profit for the month.

© UCLES 2018

Aretta

Income Statement for the month ended 30 April 2018
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On 30 April 2018 Aretta was concerned that her quick (acid test) ratio was very low. She considered

six proposals to improve the ratio.

REQUIRED

(b) State the formula for the calculation of the quick (acid test) ratio.

(c) Complete the following table by placing a tick (v') in the correct column to indicate the effect
of each proposal on Aretta’s quick (acid test) ratio.
The first one has been completed as an example.

(d) State which proposal would affect the quick (acid test) ratio but not affect the current ratio.
Explain the reason for your answer.

effect on quick ratio
proposal
increase decrease no effect

1 | purchase a motor vehicle on credit v
o | PaAY credit suppliers early to receive cash

discount
3 obtain a bank overdraft and repay the loan

immediately
4 | arrange for the loan to be extended to 2 years
5 | sell on credit terms rather than on cash terms
6 | reduce inventory by selling half at cost price

[3]

© UCLES 2018
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Aretta decided to compare her business performance with that of another clothes store in the
same town.

REQUIRED

(e) Explain two factors Aretta should consider when comparing her business performance with
that of the other business.

[Total: 25]
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