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1 On 31 March 2011 the following information was available from the books of Freada Kins, a sole 
trader:

  Dr  Cr
    £   £
 Rent  9 600  
 Capital    45 541
 Sales    83 500
 Purchases   49 000  
 Insurance   1 900  
 Salaries   11 500  
 Electricity   2 200  
 Bad debts  465  
 Loan interest  1 000  
 Discounts allowed  115  
 Debtors  7 700  
 Creditors    6 230
 Motor expenses  1 730  
 Provision for doubtful debts   187
 Drawings  9 800  
 Bank  4 950  
 Stock  24 000  
 10% Loan    10 000
 General expenses  7 200  
 Carriage inwards  790  
 Commission received   1 500
 Purchases returns   2 780
 Sales returns  2 540  
 Discounts received    127
 Equipment  11 000  
 Provision for depreciation of equipment    4 125
 Motor vehicle  8 500  

   153 990   153 990
  
    
    
 The following information is also available:

  (i) The closing stock as at 31 March 2011 was valued at £21 000.

  (ii) At 31 March 2011, general expenses owing amounted to £230. Commission received 
owing to Freada Kins was £500, while insurance was prepaid by £300 and electricity was 
prepaid by £200.

  (iii) During the year Freada Kins took stock at a cost price of £1 550 from the business for her 
personal use. This transaction has not been recorded in the accounts.

  (iv) The motor vehicle was purchased on 1 January 2011 for £8 500, plus £500 for painting 
the name of the business on the motor vehicle. This additional £500 has been charged to 
motor expenses.

  (v) The provision for doubtful debts is to be provided for a specific debt of £100, plus 2% of 
the remaining debtors.

  (vi) The 10% loan is repayable in full in August 2011.
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  (vii) Depreciation is to be provided as follows:

   Equipment:  12.5% per annum on cost using the straight line method.
     There were no additions or disposals during the year.

   Motor vehicle:  25% per annum by the reducing balance method.
    A full year’s depreciation is charged on vehicles owned at the year end,
    irrespective of the date of purchase.
    There were no disposals during the year.

 REQUIRED

 (a)* For Freada Kins, the Trading and Profit and Loss Account for the year ended 31 March 2011 
and the Balance Sheet as at 31 March 2011. [45]

 (b)  Advise Freada Kins on why the distinction between capital and revenue expenditure is 
important when preparing the final accounts.  [8]

 Total marks [53]
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2 The following information is available from the books of Reb White:

    1 April 2010  31 March 2011
    £ £
   Salaries  2 550 accrued  1 995 accrued
   Commission received  675 accrued   590 accrued
   Insurance   530 prepaid   610 prepaid
   Rent  950 accrued  1 050 prepaid

 During the year ended 31 March 2011 the following amounts were paid and received:

     £
   Salaries paid  26 000
   Commission received   2 450
   Insurance paid   1 900
   Rent paid  12 500

 All transactions were through the bank account.

 REQUIRED

 (a) For Reb White, prepare the following ledger accounts, including in each case the transfer to 
the Profit and Loss Account for the year ended 31 March 2011 and the balance carried down 
to the next financial year. (Dates are not required).

  (i) Salaries. [3]

  (ii) Commission Received. [2]

  (iii) Insurance. [2]

  (iv) Rent.  [3]

 (b) Reb White uses a two-column cash book to record his cash and bank transactions.
  The following relate to the last week of March 2011.

     £
   Opening balances: Cash  208 Debit
    Bank  685 Credit
   Cash sales   175
   Cheque received from A. Scott  928
   Cheque paid to P. Black  135
   General expenses paid in cash 105

  Prepare and balance off Reb White’s two-column cash book for the week ended 
31 March 2011. (Dates are not required). [6]

 (c)* Discuss three reasons why a business makes adjustments for accruals and prepayments in 
the final accounts. [11]

Total marks [27]
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OCR 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.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 15%)
  /CalRGBProfile (ColorMatch RGB)
  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /CreateJDFFile false
  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.245 841.846]
>> setpagedevice


