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Part (A)

No. of Questions: 35(Answer all Questions)

Question 1:
Ali started a business on 1 January 2015. He acquired the following

assets:
Van SDG 2,000
Inventory SDG 1,000
Receivables SDG 500
Prepaid insurance SDG 4,000
Bank SDG 4,000

At the end of the first year of trading, he had the following:

Van SDG 1,800
Fixtures SDG 500
Inventory SDG 840
Receivables SDG 600
Payables SDG 400
Cash SDG 3,400

He had drawn SDG 1,000 in cash during the period.
What was Ali’s profit or loss for the year?

A. SDG 140 loss

B. SDG 140  profit

C. SDG 1,860 loss

D. SDG 1,860 profit
Question 2:

Hassan started a business by investing SDG 10,000 into a business bank
account. At the end of his first year’s trading had earned a profit of SDG
5000 and had the following assets and liabilities:

Non-current assets

Current assets
Current liabilities

SDG 20,000
SDG 15,000
SDG 8,000

During the year he had withdrawn from the business SDG 2,000.
How much further capital had introduced in the year?

A. SDG 20,000
B. SDG 24,000
C. SDG 10,000
D. SDG 14,000
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Question 3:
In times of rising prices, what effect does the use of the historical cost
concept have on a company’s assets values?
A. Assets values and profits both understated.
B. Assets values and profits both overstated.
C. Assets values understated and profit overstate.
D. Assets values overstated and profit understated.
Question 4:

At 30 June 2015 a company’s allowance for receivables was SDG 39,000.
At 30 June 2016 trade receivables totaled SDG 517,000. It was decided to
write off debts totaling SDG 37,000 and to adjust the allowance for
receivables to the equivalent of 5% of the trade receivables based on pat
events.

What figure should appear in the income statement for the year ended 30
June 2016 for these items?
A. SDG 61,000
B. SDG 22,000
C. SDG 24,000
D. SDG 23,850
Question 5:

The 1ASB’s frame work for the preparation and presentation of financial
statements gives quantitative characteristics that make the financial
information reliable.

Which of the following are examples of these qualitative characteristics?

A. Faithful representation, neutrality and prudence.
B. Neutrality, comparability and true and fair view.
C. Prudence, comparability and accruals.
D. Neutrality, accruals and going concern.

Question 6:

The debit side of a company’s trial balance totals SDG 800 more than the
credit side.

Which one of the following errors would fully account for the difference?

A. SDG 400 paid for plant maintenance bas been correctly entered in
the cashbook and credited to the plant asset account.

B. Discount received SDG 400 has been debited to discount allowed
account.

C. Areceipt of SDG 800 for commission receivable has been omitted
from the records.

D. The petty cash balance of SDG 800 has been omitted from the trial
balance.
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Question 7:

According to IAS 2 inventories, which of the following costs should be
included in valuing the inventory of a manufactory company?

1. Carriage inwards.
2. Carriage outwards.
3. Depreciation of factory plant.
4. General administrative overheads.
A. All four items.
B. (1), (2), (4) only.
C. (2) and (3) only.
D. (1) and (3) only.

Question 8:

The inventory value for the financial statements of Q for the year ended
31 may 2016 was based on an inventory count on 4 June 2016, which gave
a total inventory value of SDG 836,200.

Between 31 May and 4 June 2016, the following transaction took place:
SDG
Purchases of goods 8,600
Sales of goods (profit margin 30% on sales) 14,000
Goods returned by Q to suppliers 700

What adjusted figure should be included in the financial statements for
inventories at 31 May 20167

A. SDG 838,100
B. SDG 853,900
C. SDG 818,500
D. SDG 834,300

Question 9:

How should a contingent liability be included in a company’s financial
statements if the likelihood of a transfer of economic benefits to settle it is
remote?

A. Disclosed by note with no provision being made.
B. No disclosure or provision is required.
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Question 10:

Alpha received a statement of account from a supplier beta, showing a
balance to be paid of SDG 8,950 Alpha’s payables ledger account to beta
shows a balance due to beta of SDG 4140.

Investigation reveals the following:

1. Cash paid to Beta SDG 4,080 has not been allowed for by Beta.
2. Alpha’s ledger account has not been adjusted for SDG 40 of cash
discount disallowed by Beta.

What discrepancy remains between Alpha’s and Beta’s records after
allowing for these items?

A. SDG 690
B. SDG 770
C. SDG 9,850
D. SDG 9,930

Question 11:

Q’s trial balance failed to agree and a suspense account was opened for
the difference. Q does not keep receivables and payables control accounts.
The following errors were found in Q’s accounting records:

1. In recording an issue of shares at par, cash received of SDG
333,000 was credited to the ordinary share capital account as
SDG 330,000.

2. Cash SDG 2,800 paid for plant repairs was correctly accounted for
in the cashbook, but was credited to the plant asset account.

3. The petty cashbook balance SDG 500 had been omitted from the
trial balance.

4. A cheque for SDG 78,400 paid for the purchase of a motor car was
debited to the motor vehicles account as SDG 87,400.

Which of the errors will require an entry to the suspense account to
correct them?

A. (1),(2) and (4) only

B. (1),(2),(3)and (4)
C. (1) and (4) only
D. (2)and (3) only
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Question 12:

Hassan sells goods on credit to Ali. Ali receives trade discount 10% from
Hassan and a further 5 % settlement discount if goods are paid for within
14 days. Ali bought goods with a list price of SDG 200,000 from Hassan.
Sales tax is at 17.5%.

What amount should be included in Hassan’s receivables ledger for this
transaction?

A. SDG 235,000
B. SDG 211,500
C. SDG 200,925
D. SDG 209,925

Question 13:

Which of the following statements are correct?

1. Matenality means that only items having a physical existence may be
recognised as assets.

2. The substance over from convention means that the legal form of a
transaction must always be shown in financial statements even if
this differs from the commercial effect.

3. The money measurement concept is that only items capable of being
measured in monetary terms can be recognised in financial
statements.

A. (2) only
B. (1),(2) and (3)
C. (1) only
D. (3) only

Question 14:

What is the correct double entry to record the depreciation charge for a
period?

A. DR Depreciation expense
CR Accumulated depreciation
B. DR Accumulated depreciation
CR Depreciation expense
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Question 15:

On 1 January 2015 the balance of receivables was SDG 22,000. Calculate
the closing receivables after taking the following into consideration:

SDG

Sales 120,000
Bank receipts 115,000
Discount allowed 1,000
Discount received 3,000
Dishonored cheques 9,000
Contra-set off 5,000

A. SDG 30,000

B. SDG 23,000

C. SDG 12,000

D. SDG 28,000

Question 16:

An organisation cashbook has an operating balance of SDG 485 credit.
The following transactions then took place:

- Cash sales SDG 1,450 including sales tax of SDG 150.

Receipts from customers of debts of SDG 2,400.

Payments to payables of debts of SDG 1,800 less 5% discount.
- Dishonored cheques from customers amounting to SDG 250.

The resulting balance in the bank column of the cashbook should be:

A. SDG 1,255
B. SDG 1,405
C. SDG 1,905
D. SDG 2,375

Question 17:

A credit balance on a ledger account indicates:

A. An asset or an expense.

B. A liability or an expense.

C. An amount owing to the organisation.
D. A liability or revenue.
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Question 18:

At 1 January 2015, Hassan has motor vehicles which cost SDG 15,000. On
31 August 2015 he sells a motor vehicle for SDG 5,000 which had originally
cost SDG 8,000 and which had a NBV of SDG 4,000 at the date of disposal.
He purchased a new motor vehicle which cost SDG 10,000 on 30 November
2015.

His policy is to depreciate motor vehicles at a rate of 25% p.a. on the
straight line basis, based on the number of month’s ownership.

What is the depreciation charge for the year ended 31 December 2015?

A. SDG 3,750
B. SDG 3,291
C. SDG 4,250
D. SDG 3,500

Question 19:

The main aim of accounting is to?

A. Maintain ledger accounts for every asset and liability.

B. Provide financial information to users of such information.
C. Prepare a trial balance.

D. Record every financial transaction individually.

Question 20:

AB,C and D are in partnership, the capital they have invested in the
partnership is SDG 45,000 , SDG 30,000 , SDG 20,000 and SDG 15,000
respectively. Their partnership agreement states the following:

- Interest to be allowed on capital at rat of 10% p.a.
- Cand D to receive salaries of SDG 5,000 each.
- Remaining profits are to be shared in the ratio 4:3:2:1 respectively.

In the year ended 31 December 2015, the partnership earned profits of
SDG 56,000.

What is the total share each partner is entitled to in the year ended 31
December 20157
A B C D
SDG SDG SDG SDG
14,000 14,000 14,000 14,000
22,400 16,800 11,200 5,600
22,500 16,500 11,000 6,000
18,500 13,500 14,000 10,000

oSO wp
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Question 21:
Hassan owns a shop, the only information available for the year ended 31

December 2015 is as follows:

Inventory at 1 January 2015 SDG 3,500
Inventory at 31 December 2015 SDG 1,350
Sales SDG 17,000
Gross profit margin SDG 25%
What were the purchases of the shop for the year?
A. SDG 11,450
B. SDG 12,750
C. SDG 14,900
D. SDG 10,600
Question 22:

A sole trader who does not keep full accounting records wishes to
calculate his sales revenue for the year.

The information available is:

1. Opening inventory SDG 17,000
2. Closing inventory SDG 24,000
3. Purchases SDG 91,000
4. Standard gross profit 40% on sales

Then the sales are:

A. SDG 117,600
B. SDG 108,000
C. SDG 210,000
D. SDG 140,000

Question 23:

A sole trader had opening capital of SDG 10,000 and closing capital of
SDG 4,500. During the period the owner introduced capital of SDG 4,000
and withdrew SDG 8,000 for his own use.

His profit or loss during the period was?

A. SDG 9,500 loss
B. SDG 1,500 loss
C. SDG 7,500 profit
D. SDG 17,500 profit
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Question 24:

A company purchased some plant on 1 January 2015 for SDG 38,000. The
payment for the plant was correctly entered in the cashbook but was
entered on the debit side of plant repairs account.

The company charges depreciation on the straight line basis at 20% p.a.
with a proportionate charge in the year of acquisition and assuming no
scrap value at the end of the life of the asset.

How will the profit for the year ended 2015 be affected by the error?

A. Understated by SDG 30,400

B. Understated by SDG 36,100

C. Understated by SDG 38,000

D. Overstated by SDG 1,900
Question 25:

The cash book shows a bank balance of SDG 5,675 overdrawn at 31
March 2015. It was discovered that a standing order for SDG 125 had been
entered twice and that a dishonored cheque for SDG 450 had been debited
in the cashbook instead of credited.

The correct bank balance should be:

A. SDG 5,100 overdrawn
B. SDG 6,000 overdrawn
C. SDG 6,250 overdrawn
D. SDG 6,450 overdrawn

Question 26:
A bank reconciliation statement has been prepared by Q LTD as follows:

SDG

Overdraft per bank statement 38,600

Add: deposits not credited 41,200
79,800

Less outstanding chequers 3,300

Overdraft per cash bank 76,500

Assuming the bank statement balance of SDG 38,600 was correct.
What should the cashbook balance be?

A. SDG 76,500 overdrawn
B. SDG 5,900 overdrawn
C. SDG 700 overdrawn
D. SDG 5,900 Cash at bank
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Question 27:
A company had made a material change to an accounting policy in
preparing its current financial statements.

Which of the following disclosures are required by IAS 8?

1. The reasons for the change.
2. The amount of the adjustment in the current period and comparative
for prior periods.
3. An estimate of the effect of the change on the next five accounting
periods.
A. (1) and (2) only
B. (1) and (3) only
C. (2) and (3) only
D. (1), (2) and (3)
Question28:

A company prepares it financial statements for the year to 30 April each
year. The company pays rent for its premises quarterly in advance on 1
January, 1 April, 1 July and 1 October each year. The annual rent was SDG
84,000 until 30 June 2015. It was increased from that date to SDG 96,000
per year.

What rent expense and end of year prepayment should be included in the
financial statements for the year ended 30 April 2016?

Expense Prepayment
A. 93,000 8,000
B. 93,000 16,000
C. 94,000 8,000
D 94,000 16,000

Question 29:
Which of the following material events after the balance sheet date and
before the financial statements are approved are adjusting events?
1. A valuation of property providing evidence of impairment in value at
the balance sheet date.
2. Sale of inventory held at the balance sheet date for less than cost.
3. Discovery of fraud or error affecting the financial statements.
4. The insolvency of a customer with a debt owing at the balance sheet
date which is still outstanding.
A. (1),(2),(3) and (4)
B. (1),(2) and (4) only
C. (3) and (4) only
D. (1), (2) and (3) only
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Question 30:

Which of the following items could appear in a company each cash flow
statement?

1. Surplus on revaluation of non-current assets.
2. Proceeds of issue of shares.
3. Proposed dividend.
4. Dividends received.
A. (1) and (2)
B. (3) and (4)
C. (1) and (3)
D. (2) and (4)
Question 31:
A company receives rent from a large number of properties. The total
received in the year ended 30 April 2016 was SDG 481,200.

The following were the amounts of rent in advance and in arrears at 30
April 2015 and 2016:

30 April 2015 30 April 2016

SDG SDG
Rent received in advance 28,700 31,200
Rent in arrears (all subsequently received) 21,200 18,400

What amount of rental income should appear in the company’s income
statement for the year ended 30 April 2016?

A. SDG 486,500
B. SDG 460,900
C. SDG 501,500
D. SDG 475,900

Question 32:

According to financial statement structure in IAS I , dividend paid
during the year should be disclosed in:

A. Income statement.

B. Statement of changes in equity.
C. Balance sheet.

D. None of these.
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Question 33:
On 1 January 2016 the capital structure of Q Ltd was as follows:

- Issued share capital
1,000,000 ordinary shares of SDG 0.50 each SDG 500,000
- Share premium account SDG 300,000

On 1 April 2016 the company made an issue of 200,000 SDG 0.50 shares
at SDG 1.30 each, and on 1 July the company made a bonus issue of one
share for every four held in issue at the same time, using the share
premium account for the purpose.

Which of the following correctly statement the company share capital and
share premium account at 31 December 2016?

Share Capital Share Premium
SDG SDG
A. 750,000 230,000
B. 875,000 285,000
C. 750,000 310,000
D. 750,000 610,000
Question 34:

Which of the following defines waking capital?

A. Non-current assets + current assets - current liabilities.
B. Current assets - current liabilities.

C. Non-current assets + current liabilities.

D. Share capital + reserves.

Question 35:
The business entity concept requires that a business is treated as being

separate from its owners.
Is this statement true or false?

A. true
B. false
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Part (B)

Two Questions
Answer both two Questions

Question (36):
The following trial balance was extracted from the books of Zeta on 30
April 2015. From it and the notes.

DR CR
SDG SDG
Sales 18,911
Purchases 12,514
Stock- 1 May 2014 3,776
Wages 2,447
Motor expenses 664
Rent 456
Rates 120
Insurance 146
Packing 276
Light and heat 665
Sundry expenses 115
Motor vehicles 2,400
Furniture 600
Debtors 4,575
Creditors 3,045
Cash at bank and in hand 3,996
Drawings 2,050
Capital 12,844
34,800 34,800

Notes: 30 April 2015:

1. Prepayments: rates 20 SDG insurance SDG 35.
2. Accruals : motor expenses SDG 50, rent SDG 24, sundry expenses SDG, 26.
3. Stock SDG 5,000.

Required:

1. Prepare the income statement for the year ended 30 April 2015.
2. Prepare the financial position at the year ended 30 April 2015.

(15 mark)
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Question (37):

P was incorporated on 1 January 2001. On 1 January 2003 it acquired
100% of the ordinary shares in S which was incorporated on that day. Five
years later on 31 December 2007, the balance sheets of the two companies
were as follows:

P S
SDG SDG
Non-current assets 10,000 5,000
Investment in S (5,000 SDG 1shares) 5,000
Current assets 5,000 3,000
20,000 8,000
Share capital (ordinary shares of SDG 1 each) 10,000 5,000
Accumulated profits 10,000 3,000
20,000 8,000
Required:
Prepare a consolidated financial position at 31 December 2007 for P and S.
(15 mark)
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