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written in margins or on blank pages will not be marked.
 All workings must be shown and clearly labelled; otherwise marks for 
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want to be marked.
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 The maximum mark for this paper is 80.

 Four of these marks will be awarded for using good English, 
organising information clearly and using specialist vocabulary where 
appropriate.

 The marks for questions are shown in brackets.
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 Answer all questions in the spaces provided.
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John Pawson also operates a petty cash book using an imprest system. 

REQUIRED

 1 (b) Explain how a petty cash imprest system operates.
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
(3 marks)

____
17

Total for this question: 11 marks

 2
The following information has been extracted from the books of account of 
Howard Davies for the month ended 30 April 2008.
 

£

Credit balance on VAT account at 1 April 2008  4 836

Total cash sales (including VAT)  2 914

VAT on credit purchases  8 427

VAT on credit sales 12 189

VAT on petty cash expenditure    314

VAT on returns from credit customers     65

VAT on returns to credit suppliers    102

Additional information

 (1) There were no payments to or receipts from HM Revenue and Customs  
 during April 2008.

 (2) The VAT rate is 17.5%.
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REQUIRED

 2 (a) Make the necessary entries in the VAT account for April 2008 and balance the account.

VAT Account
Dr Cr

Details £ Details £

(9 marks)

 2 (b) Explain the difference between VAT input tax and VAT output tax.
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
(2 marks)

____
11

Turn over 
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Total for this question: 16 marks

 3
Rayhana Patel owns a shop selling curtains.  The following information has been 
extracted from her books of account at 31 May 2008.

   
         £

Balance at bank   1 060

Capital  20 000

Carriage inwards     890

Carriage outwards     280

Discounts allowed   1 140

Discounts received   1 890

Drawings  18 420

General expenses   8 870

Motor vehicle  12 000

Purchases  51 500

Rent receivable     520

Returns inwards     620

Returns outwards     870

Sales 113 400

Staff wages and salaries  18 240

Stock at 1 June 2007  14 100

Stock at 31 May 2008  16 600

Trade creditors   4 620

Trade debtors   3 990

VAT (amount due to HM Revenue and Customs)   1 170



7

(07)
G/C27870/Jun08/ACC1

Areas outside 
the box will 

not be scanned 
for marking

REQUIRED

Prepare a trading and profit and loss account for the year ended 31 May 2008.

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................
(16 marks) ____

16
Turn over 
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Total for this question: 18 marks

 4
The following information has been extracted from the books of account of 
Addison Hardware for the month ended 30 April 2008.
  

      £

Purchases ledger debit balances at 1 April 2008    842

Purchases ledger credit balances at 1 April 2008 26 145

Purchases day book total 83 595

Purchases returns day book total  2 104

Cash purchases  9 922

Cheques paid to credit suppliers 84 414

Discounts received  1 060

Discounts allowed  2 152

Cheque refunds received from credit suppliers    619

Credit balances on purchases ledger offset against sales ledger    410

Purchases ledger debit balances at 30 April 2008    332

Purchases ledger credit balances at 30 April 2008      ?

REQUIRED

 4 (a) Prepare and balance a purchases ledger control account for April 2008.

Purchases Ledger Control Account
Dr Cr

Details £ Details £

(11 marks)
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The manager of Addison Hardware is considering computerising the accounting records of 
the business.

REQUIRED

 4 (b) Write a memorandum to the manager of Addison Hardware explaining three 
advantages to the business of computerising the purchases ledger records.

MEMORANDUM

To  ..........................................................................................................................................................

From  .....................................................................................................................................................

Date  ......................................................................................................................................................

Subject  ..................................................................................................................................................

Advantage 1:  .........................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

Advantage 2:  .........................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

Advantage 3:  .........................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................
(7 marks)

____
18
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Total for this question: 14 marks

 5
Julie Stuart has prepared the following balance sheet for her business.  It contains errors.

Julie Stuart
Balance Sheet for the year ended 31 May 2008

 
 £000 £000

Fixed assets 60

Current assets

Stock 12

Trade creditors 11

VAT (amount due from HM Revenue and Customs)  6

Bank overdraft 31

60

Current liabilities

Trade debtors 18

Drawings 24

42

Net current assets 18

78

Capital

Balance at 1 June 2007 46

Net profit for the year 32

78

Additional information

 (1) A cheque for £2000 paid to a creditor in May 2008 had been entered in the  
 accounting records as £6000.

 (2) A cheque for drawings of £5000 had been posted to staff wages.

 (3) Machinery costing £8000 had been purchased on credit on 31 May 2008.   
 No entries had been made in the accounting records.

(10)
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REQUIRED

 5 (a) Prepare a corrected balance sheet, taking account of the additional information.
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
   

 .............................................................................................................................................
(11 marks)

(11)
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The additional information on page 10 refers to three accounting errors.

REQUIRED

 5 (b) State the type of error referred to in each case.

  Error 1  ..............................................................................................................................

  Error 2  ..............................................................................................................................

  Error 3  ..............................................................................................................................
(3 marks)

____
14

END  OF  QUESTIONS

(12)
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