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Mark Scheme

Syllabus
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0452
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1

(@) D

(b) D

(c) D

(d) B

(f) B

(9) C

(h) A

G) C
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(1) mark each

[Total: 10]
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2

(a) Dividends (1)
Transfer to general reserve (1)

[2]

(b) Shareholders have a legally separate identity from that of the company in which they hold

shares
OR

Shareholders are only responsible for the debts of the company up to the amount they

agreed to pay for their shares

(c) Maximum (1)
Called up (1)
Money/cash/payment (1)

8 500000

x =%0.04
100 1000 000

(d)

(e) To spread the cost of a non-current asset over its useful life

(f) (i) 8000 — 1600 = 6400 (1) — 1600) = 4800 (1)

(ii) 8000 — 2000 = 6000 (1) — 1500) = 4500 (1)

(g) Revaluation (1)
Packing cases/loose tools/other appropriate example (1)

(h) Disposal account
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[2]

[3]

[1]

[1]

[2]

[2]

[2]

[1]

[Total: 16]
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3 (a) Anytwo from -

To see the return on his investment

To see if he is generating funds for re-investment

To decide whether to continue in business or close the business

To compare the profit with previous years

To compare the profit with that of other businesses

To ensure that drawings do not exceed profit

To plan for the future/assist decision-making

To know if expenses can be controlled better/if improvements can be made

To calculate ratios/calculate profitability/measure performance

To compare profit with the salary if he worked elsewhere

For legal or tax purposes

Any 2 reasons (1) each [2]

(b)
Account Trial balance Balance sheet section
Debit or credit
Drawings Debit (1) | Capital (1)
Provision for doubtful debts Credit (1) | Current assets (1)
Credit supplier Credit (1) | Current liabilities (1)
Bank overdraft Credit (1) | Current liabilities (1)
Long term bank loan Credit (1) | Non-current liabilities (1)
Provision for depreciation Credit (1) | Non-current assets (1)
[12]
(c) Any two from —
Omission (1) example of transaction totally omitted from the books (1)

Commission (1) example of transaction posted to correct side of wrong
account of right class
Principle (1) example of transaction posted to correct side of wrong
account of wrong class

Original entry (1) example of transaction incorrectly recorded in book of
prime entry
Reversal (1) example of debit entry posted on credit side and vice versa

Compensating (1) example of two or more errors cancelling each other out

Naming any 2 errors (1) each

+ (1) each for appropriate example
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(1)

(1)
(1)
(1)

[4]

[Total: 18]
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(a)
Document Alan Vicky
Invoice v (1)
Credit note v (1)
Debit note v (1)
Statement of account v (1)
[4]
(b)
Insurance account
$ $
2012 2013
July 1 Balance b/d 200 (1) June 30 Income statement 1300 (1)OF
Sept 1 Bank/cash 1320 (1) Balance c/d 220
1520 1520
2013
July 1 Balance b/d 220 (1)
+ (1) dates
[5]
(c)
Stationery account
$ $
2012 2013
July 1 Balance b/d 60 (1) June 30 Income statement 760 (1)OF
2013 Balance c/d 110
June 30 Bank/cash 810 (1) -
870 870
2013
July 1 Balance b/d 110 (1)
+ (1) dates
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(d) One from —
Sales ledger control account
Purchases ledger control account
Trial balance
Any one (1) [1]
(e)
Cash Book (Bank columns only)
$ $
2013 2013
Aug 1 Balance b/d 1690 (1) Aug 1 Bank charges 61 (1)
Diga 658 (1) Water rates 205 (1)
Howat 512 (1) Rent 1000 (1)
Balance c/d 1594
2860 2860
2013
Aug 1 Balance b/d 1594 (1) OF
[7]
(f)
Bank Reconciliation Statement at 1 August 2013
$ $
Balance shown in cash book 1594 (1)OF
Add Cheques not yet presented Nash 701 (1)
Zamir 451 (1) 1152
2746
Less Amounts not yet credited Cash sales 1112 (1)
Balance shown on bank statement 1634 (1)
Alternative presentation
Bank Reconciliation Statement at 1 August 2013
$ $
Balance shown on bank statement 1634 (1)
Add Amounts not yet credited Cash sales 1112 (1)
2746
Less Cheques not yet presented Nash 701 (1)
Zamir 451 (1) 1152
Balance shown in cash book 1594 (1)OF
[5]
[Total: 27]
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(a)

Subscriptions account

$ $
2012 2012
Aug 1 Balance b/d 60 (1) Aug 1 Balance b/d 70 (1)
2013 00 2013
July 31 Income and July 31 Bank 3100 (1)
Expenditure 3190 (1)OF Bad debts 50 (1)
Balance c/d 10 Balance c/d _ 40
3260 3260
2013 2013
Aug 1 Balance b/d 40 (1) Aug 1 Balance b/d 10 (1)

[7]

(b)
Top Shot Badminton Club
Income Statement for the year ended 31 July 2013
$ $

Revenue 5200 (1)
Less Cost of sales

Inventory 1 August 2012 400 (1)

Purchases (2800 — 150) 2650 (1)

3050

Less Inventory 31 July 2013 480 (1) 2570

Profit 2630 (1)OF
[5]
(c)
Top Shot Badminton Club
Income and Expenditure Account for the year ended 31 July 2013
$ $
Subscriptions 3190 (1)OF
Profit on refreshments 2630 (1)OF
5820

Rent 1400}
Wages 1200} (1)
Other costs 370 (1)
Bad debts 50 (1)
Depreciation — equipment (6200 + 3800 — 8100) 1900 (2) 4920
Surplus for the year _900 (1)OF

8]
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(d)
Top Shot Badminton Club
Balance Sheet at 31 July 2013
$ $ $
Non-current Assets
Equipment at valuation 8100 (1)
Current Assets
Inventory 480 (1)
Subscriptions accrued 40 (1)
Bank 1420 (1)
1940
Current Liabilities
Subscriptions prepaid 10 (1)
Net current assets 1930
10 030
Accumulated Fund
Opening balance 9130 (1)
Plus Surplus for the year 900 (1)OF
10 030

(e)

[7]

Bank balance

Income and expenditure account

No adjustments made for accruals and
prepayments

Includes all money received and paid

Includes only monetary items

ltems are adjusted for accruals and

prepayments

Includes only
expenditures

revenue receipts and

Includes non-monetary items

Any four reasons (1) each

[4]
[Total: 31]
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(a)
Amina
Revised Income Statement for the year ended 31 August 2014
$
Revenue (95 000 + 9500) 104 500 (1)
Less Cost of production (60 000 — 4000) 56 000 (1)
Depreciation of equipment (10% x 80 000) 8 000 (1) 64 000
Gross profit 40 500
Less Other costs 25000
Loan interest (4% x 80 000) 3200 (1) 28 200
Profit for the year (1) 12 300 (1)CF

Alternative presentation
Amina

Revised Income Statement for the year ended 31 August 2014

Original profit

Add Increase in selling price 9500 (1)
Decrease in repairs 4 000 (1)
Less Interest on loan 3200 (1)
Depreciation 8 000 (1)

Revised profit for the year (1)

(b) Advice — Purchase the equipment (1)
Reason — Profit for the year is increased (1)

Or suitable advice and reason based on OF answer to (a)

(c) Any one from —

May not be able to obtain the loan
Interest must be paid irrespective of profit
Loan has to be re-paid at a future date
May not want the commitment of a liability
Estimated costs may be too low

Loan interest may increase

Or other appropriate comment

Any 1 comment (2) marks

10000 100 _45 629, (1)

@ O 520007

(12300 (1)OF +3200 (1)) 100

=10.76% (1) OF
(64 000 + 80 000) (1) 1

(ii)
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$
10 000

12300 (1)CF

[6]

[2]

[2]

[5]

[Total: 15]
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1 Saira Rehman maintains a petty cash book using the imprest system. Her imprest amount
is $200.

On 1 October 2013 she had $56 in the petty cash box.

Saira Rehman’s transactions for the month of October 2013 were as follows:

$
October 1 Restored petty cash to imprest amount  ?
4 Bought stamps and stationery 19
10 Received cash from employee for
personal postage costs 3
14 Paid Abdul Shakeel, a credit supplier 34
18 Bought tea and coffee 9
23 Paid Syed Arshad, a credit supplier 16
28 Paid cleaners 80

(a) Enter the above transactions in Saira Rehman’s petty cash book on the page opposite.
Balance the petty cash book at 31 October 2013 and carry down the balance.

Make the entry on 1 November 2013 to restore the petty cash to the imprest amount.
[12]

(b) State where the double entry would be completed for the items recorded in the ledger
account column of Saira Rehman’s petty cash book.

© UCLES 2013 0452/21/0/N/13
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Saira Rehman is concerned that her working capital on 1 October 2013 was lower than on

the same date in 2012.

(d) Explain what is meant by working capital.

(e) State and explain the effect of each of the following transactions on Saira Rehman’s
working capital. The first one has been completed as an example.

Transaction

Effect on working
capital

Reason

Purchased equipment,
$2000, and paid by cheque.

Decrease by $2000

The bank balance will
decrease by $2000 and so
the working capital will also
decrease by the same

amount.

Returned damaged goods,
$35, to Annie Khan, a credit
supplier.

Paid Loans & Co $2015,
representing repayment of a
$2000 short-term loan and
$15 interest.

Received a cheque for $190
from Uzma Ali, a credit
customer, in full settlement of
$200 owing.

© UCLES 2013
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2 Paul Matanga is a trader who sells on both cash and credit terms. His financial year ends
on 31 July.

He maintains a provision for doubtful debts. On 1 August 2012 the provision for doubtful
debts amounted to $1200.

Paul Matanga wrote off bad debts totalling $420 during the eleven months to 30 June 2013.
On 1 July 2013 Susan Kunaka, a debtor, owed Paul Matanga $20.
Paul Matanga’s transactions for July 2013 included the following.

July 4 Sold goods on credit to Susan Kunaka, list price $240, less 20% trade

discount

16 Received cash, $103, from XY Stores, whose debt had been written off in
March 2011

24 Susan Kunaka sent a cheque for $150 and a letter to say that she was

unable to pay the balance of her account
30 Wrote off the balance of Susan Kunaka’s account as a bad debt

31 Adjusted the provision for doubtful debts so it was equal to 3% of the trade
receivables which totalled $28 000

(@) Write up the following accounts in Paul Matanga’'s ledger for the year ended
31 July 2013. Balance the accounts where necessary and bring down the balances on
1 August 2013.

(i) Susan Kunaka account

(i) Bad debts account

For
Examiner's
Use
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6

(iii) Bad debts recovered account

(iv) Provision for doubtful debts account

(b) Paul Matanga failed to enter the adjustment to the provision for doubtful debts in his
income statement for the year ended 31 July 2013.

Complete the following table to indicate how this error would affect the profit for the
year and the current assets at 31 July 2013.

Overstated | Understated

Profit for the year ended 31 July 2013

Current assets at 31 July 2013

[4]

Paul Matanga allows his credit customers 30 days in which to pay their accounts.
On 31 July 2013 the trade receivables amounted to $28 000.

The total sales for the year ended 31 July 2013 were:

$
Cash sales 26000
Credit sales 224000

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

© UCLES 2013 0452/21/0/N/13
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7

(ii) Calculate the collection period for trade receivables. Your answer should be For

rounded up to the next whole day. Examiner's
Use

Show your workings.

(iii) Explain how the collection period for trade receivables may affect Paul Matanga’s
liquidity position.

[Total: 21]
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3 The following trial balance was extracted from the books of Steven Wright on
30 September 2013.

$ $

Capital 1 October 2013 90000
Drawings 6520
Premises at cost 65000
Equipment at cost 30000
Provision for depreciation of equipment 18000
Motor vehicle at cost 16000
Provision for depreciation of motor vehicle 7000
Inventory 1 October 2012 9000
Revenue 169000
Purchases 132000
Sales returns 5000
Wages 26500
General expenses 3970
Provision for doubtful debts 260
Commission received 1215
Trade receivables 14200
Trade payables 13000
Petty cash 290
Bank 4005
Loan — AB Finance (repayable 2020) 6000

308480 308480

Additional information

1 Because of iliness, Steven Wright did not value his inventory on 30 September 2013.
His gross profit margin is 25%.

2 On 30 September 2013 general expenses prepaid amounted to $170 and wages of
$750 are to be accrued.

3 During the year ended 30 September 2012 Steven Wright took goods costing $1000 for
his own use. No entries have been made in the accounting records.

4  The loan was received on 1 April 2013 and interest is charged at 6% per annum.
5 The provision for doubtful debts is to be maintained at 2% of trade receivables.
6 Depreciation on equipment is charged at 20% per annum using the straight line method

and depreciation on the motor vehicle is charged at 25% per annum using the reducing
(diminishing) balance method.

(a) Prepare the income statement of Steven Wright for the year ended 30 September 2013.

© UCLES 2013 0452/21/0/N/13
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Steven Wright For

Income Statement for the year ended 30 September 2013 Examiner's
Use

© UCLES 2013 0452/21/0/N/13 [Turn over
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(b) Name the accounting principles which Steven Wright applied in each of the following. For

Examiner's
Maintaining the same percentage of depreciation. Use

[Total: 21]
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4 Samira El Badry is a trader. Her financial year ends on 31 August. For
Examiner's
The totals of her trial balance on 31 August 2013 failed to agree. The difference was a Use

shortage on the debit side of $116. This was entered in a suspense account.
The following errors were later discovered.

The purchases returns account had been undercast by $100.

Discount received, $286, had been omitted from the trial balance.

No entry had been made in the business books for goods, $220, taken by Samira for
her own use.

$159 received from Amrik Bhatti had been entered in his account as $195.

Rent paid, $200, had been credited to the rent received account.

WN =

(603

(@) Prepare the suspense account in Samira El Badry’s ledger to show the required
entries. Start with the balance arising from the difference on the trial balance.

The account should be balanced or totalled as necessary.

Samira El Badry
Suspense account

(b) State whether all the errors in Samira El Badry’s books have been discovered. Give a
reason for your answer.

© UCLES 2013 0452/21/0/N/13 [Turn over
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(c) Explain why not all the corrections require an entry in the suspense account. lllustrate

For
your answer with reference to one of the errors listed. Examiner's
Use
.......................................................................................................................................... [2]
The following account appeared in Samira El Badry’s purchases ledger.
Tahir Stores Limited account
$ $
2013 2013
Aug 10 Returns 83 Aug 1 Balance b/d 400
31 Balance c/d 535 6 Purchases 195
Carriage 15
31 Interest 8
618 618
2013
Sept 1 Balance b/d 535
(d) Explain the following entries in the above account.
State where the double entry for each transaction would have been made.
(i) August 6 Purchases
EXPIANALON ||| et ses e sssssessss s sessssssssss s esss s sses s s
DOUDIE ENTY et sssseeeeecessssssesessssssssssessssssssssssesseeesasssesennnees [31
(ii) August 6 Carriage
EXPIANALON ||| et ses e sss s sss s sesesssessss s esss s sees s s e e
DOUDIE ENTY oo sssseeeeeecesssssseesssssss s ssssss s sasssesnnees [3]

© UCLES 2013 0452/21/0/N/13
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(iii) August 31 Interest

For
Examiner's
X DIANAION e ee et e eesee st easeeseneeee e esee et eeeeeeeeneen e vse
Double entry [3]

(e) State whether the balance on 1 September 2013 represents an asset or a liability to
Samira El Badry.

[Total: 21]
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14

(@) (i) State one advantage of being a partner rather than a sole trader.

................................................................................................................................... [1]
(ii) State one disadvantage of being a partner rather than a sole trader.
................................................................................................................................... [1]
(b) State why an agreement should be drawn up when a partnership is formed.
[1]

Tony and Carol Chen are in partnership, sharing profits and losses in the ratio 2:1. Their
financial year ends on 31 October.

On 1 November 2012 the balances on their current accounts were:

$
Tony Chen 14 200 credit
Carol Chen 5100 debit

During the year ended 31 October 2013 the partners made the following drawings:

$
Tony Chen 10600
Carol Chen 20400

The following is an extract from their profit and loss appropriation account for the year
ended 31 October 2013.

© UCLES 2013 0452/21/0/N/13
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Tony and Carol Chen

For
Profit and Loss Appropriation Account for the year ended 31 October 2013 Exa[rjniner’s
se
$ $
Profit for the year 43000
Interest on drawings — T Chen 318
C Chen 612 930
43930
Interest on capital — T Chen 4250
C Chen 2000
6250
Partner’s salary — C Chen 15000 21250
Profit available for distribution 22680

(c) Prepare the current account of Carol Chen as it would appear in the ledger for the year
ended 31 October 2013.

Carol Chen
Current account

© UCLES 2013 0452/21/0/N/13 [Turn over



(e) On 31 October 2013 it was agreed that Tony Chen would transfer $20000 from his

current account to his capital account.

Complete the table below to name the account to be debited and the account to be

credited.

account to
be debited

account to
be credited

[2]

(f) Tony and Carol Chen know that relevance is one of the objectives which should be
considered when selecting accounting policies.

Explain what is meant by the term relevance.

© UCLES 2013 0452/21/0/N/13
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6 Patrick Murphy is a wholesaler. His financial year ends on 30 June. He provided the For
following information. Examiner's
Use
$
For the year ended 30 June 2013 Revenue 220000
Cost of sales 185900
Expenses 20240
At 30 June 2013 Capital employed 110880

(@) Complete the following tables.

Percentage of gross profit to revenue

Formula Workings to one decimal Answer
place

Percentage of profit for the year to revenue

Formula Workings to one decimal Answer
place

Return on capital employed (ROCE)

Formula Workings to one decimal Answer
place

© UCLES 2013
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Patrick Murphy decided to compare his business results with those of Kelly Limited, another For
wholesaler dealing in the same type of goods. Examiner's
Use

The ratios calculated for Kelly Limited were:

Gross profit as a percentage of revenue 18.3%
Profit for the year as a percentage of revenue 5.2%
Return on capital employed (ROCE) 10.8%

(b) (i) Suggest one possible reason why Patrick Murphy’s gross profit as a percentage of
revenue is different to that of Kelly Limited.

(ii) Suggest one possible reason why Patrick Murphy’s profit for the year as a
percentage of revenue is different to that of Kelly Limited.

................................................................................................................................... [2]
(c) (i) Explain the importance of the return on capital employed (ROCE).
................................................................................................................................... [2]
(ii) State which business is making the best use of the capital employed.
[1]

© UCLES 2013 0452/21/0/N/13
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Patrick Murphy is aware that even if he compares his results with those of a business For

trading in the same type of goods, the information can be misleading. Examiner's
Use

(d) Explain two other factors Patrick Murphy should consider when comparing his results
with those of a similar business.

[Total: 19]
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