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1 Mary buys goods on credit from Kim. Mary receives 14% trade discount on all purchases and 
takes advantage of the 5% cash discount offered for payment within 14 days. The following 
information is available:

 2013
 June  1 Mary owed Kim $680 for goods purchased on 29 May 2013.

 June  4 Kim sold goods to Mary, list price $800.

 June  5 Mary sent Kim a cheque for the balance owing on 1 June.

 June  8 Mary returned goods purchased on 4 June, list price $100, to Kim.

 June 28 Kim sold further goods to Mary, list price $300.

 June 29 Kim received a cheque from Mary for goods purchased on 4 June.

 June 30 Mary received details from Kim of her transactions during the month.

 REQUIRED

 (a) Name the document and book of prime entry used by Kim on the dates below:

Date Business document Book of prime entry

4 June

8 June

 [4]

 (b) State the name of the document Mary received on 30 June.

 ...................................................................................................................................... [2]
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 (c) Write up the ledger account of Mary in Kim’s books. Balance the account and bring 
down the balance on 1 July 2013.

    Mary account

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

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

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

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

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

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

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

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

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

 .................................................................................................................................... [10]

 (d) Indicate with a tick (✓) the ledger in which the following accounts would appear. The first 
item has been completed as an example.

Account Sales ledger Purchase ledger General ledger

Sales ✓

Drawings

Kline Ltd (Supplier)

Millar and Son (Customer)

Insurance

 [4]

 (e) State three advantages of a computerised system of accounting.

1  .......................................................................................................................................

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

2  .......................................................................................................................................

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

3  .......................................................................................................................................

 ...................................................................................................................................... [6]

 [Total: 26]
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2 Raja supplied the following information relating to her trade receivables before the preparation 
of the income statement for the year ended 31 May 2013.

 1   31 May 2012 31 May 2013
    $ $
   Trade receivables 18 800 19 200
   Provision for doubtful debts    940 ?

 2 The following accounts are to be written off as bad debts.
    $
   R B Brown    502
   L Wong     90
   P Singh    288

 3 The provision for doubtful debts is maintained at 5% of trade receivables.

 REQUIRED

 (a) Prepare the provision for doubtful debts account for the year ended 31 May 2013.
  Balance the account and bring the balance down on 1 June 2013.

    Provision for Doubtful Debts account

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

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

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

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

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

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

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

 ...................................................................................................................................... [6]

 (b) Indicate with a tick (✓) the effect a reduction in the provision for doubtful debts would 
have on the following:

Increase Decrease No effect

Gross profit

Profit for the year

Trade receivables

 [3]
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 Raja is concerned that her profits have been falling and wishes to stop charging the provision 
for doubtful debts in her income statement.

 REQUIRED

 (c) Advise Raja on whether she should continue to maintain a provision for doubtful debts. 
Give reasons for your answer.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 ...................................................................................................................................... [9]
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 The information below relates to an employee of Raja for the month of May 2013.

    

Hours worked Rates of pay

140 $8 per hour

 10 Time and half

Tax and social security deductions

Employee rate 20% of gross pay

Employer rate 10% of gross pay

 REQUIRED

 (d) Calculate the employee’s net pay for May 2013.

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

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

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

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

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

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

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

 ...................................................................................................................................... [5]

 (e) Calculate the total amount Raja owes the tax and social security authorities for
May 2013.

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

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

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

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

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

 ...................................................................................................................................... [3]

 [Total: 26]
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3 Rod’s trial balance at 30 September 2013 failed to agree.

 (a) Name two types of errors not shown by a trial balance.

1  .......................................................................................................................................

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

 Rod later discovered the following errors:

  1 the sales journal had been over added by $279;

  2  the total of the discount allowed column in the cash book, $123, had been credited 
to the discount received account;

  3  a payment to B Kaur, $105, had been correctly entered in the bank account but 
posted to the creditor’s account as $150.

 (b) Complete the following table showing the effect and amount each of the above errors 
would have on B Kaur’s profit for the year if left uncorrected. The first item has been 
completed as an example.

Overstated Understated No effect Amount
$

1 ✓ 279

2

3

 [4]
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 (c) Write up the journal entries to correct these errors. Narratives are not required.

Journal

1

2

3

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

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

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

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

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

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

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

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

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

Debit
$

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

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

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

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

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

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

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

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

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

Credit
$

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

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

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

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

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

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

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

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

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

 [7]

 [Total: 13]
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4 Wenger’s trial balance on 30 April 2013 was as follows:

    Trial Balance
    at 30 April 2013

    

Account Debit Credit

$ $

Bank   1 750

Capital 113 500

Cash     250

Inventory  20 000

Long-term loan  30 000

Non-current assets 122 500

Other payables   6 860

Other receivables   1 400

Trade payables  12 140

Trade receivables  16 600

162 500 162 500

 REQUIRED

 (a) Calculate the following correct to two decimal places, at 30 April 2013:

  Working capital (current) ratio;

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

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

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

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

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

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

 ..........................................................................................................................................
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  Quick (acid test) ratio.

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

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

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

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

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

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

 ...................................................................................................................................... [3]

 Wenger’s working capital (current) ratio and quick (acid test) ratio at 30 April 2012 were 4:1 
and 2:1 respectively.

 REQUIRED

 (b) (i) Comment on the change in the ratios between 2012 and 2013.

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

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

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

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

  (ii) State three possible causes for any changes that have taken place.

1  ...............................................................................................................................

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

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

2  ...............................................................................................................................

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

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

3  ...............................................................................................................................

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

 .............................................................................................................................. [6]
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 (c) Advise Wenger on two measures he may take to improve his working capital.

1  .......................................................................................................................................

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

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

2  .......................................................................................................................................

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

 ...................................................................................................................................... [4]

 [Total: 15]
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5 Genet and Vass are in partnership. The following balances were extracted from their books 
on 31 January 2013.

    $
 Capital accounts 1 February 2012
  Genet  60 000
  Vass  40 000
 Current accounts 1 February 2012
  Genet   2 400 Cr
  Vass   3 600 Dr
 Drawings
  Genet   9 000
  Vass  10 000
 Inventory 1 February 2012  12 400
 Purchases  66 200
 Returns to suppliers   1 230
 Revenue  148 200
 Import duty    2 846
 Transport costs   4 330
 General expenses  16 822
 Wages    9 600
 Insurance premiums  10 400
 Marketing expenses  12 200
 Discounts received   2 428
 Trade receivables   8 110
 Trade payables  10 180
 Loan interest paid   1 000
 Storage expenses   9 612
 Provision for doubtful debts     600
 Leasehold property (cost)  80 000
 8% Bank loan repayable 1 May 2018  15 000
 Storage equipment (cost)  26 000
 Motor vehicles (cost)  40 000
 Provisions for depreciation:
  Leasehold property  12 000
  Storage equipment   9 360
  Motor vehicles  19 520
 Bank    1 202 Cr

 Additional information

 1 Inventory was valued at $14 230 on 31 January 2013. 

 2 Insurance premiums were paid up to 28 February 2013.

 3 General expenses, $322, were owing at the year end.

 4 A bad debt, $110, is to be written off.

 5 The costs of bringing goods into the business amounts to 80% of the transport costs.

 6  New storage equipment, $6000, was purchased during the year. This had been recorded 
in the storage expenses account in error.

 7 The provision for doubtful debts is to be maintained at 5% of trade receivables.
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 8  A full year’s depreciation charge is made on non-current assets in the year of purchase, 
but no charge is made in the year of sale. Depreciation is charged as follows:

   1 Leasehold at $2000 per annum.

   2 Storage equipment at 12% using the straight-line method of depreciation.

   3  Motor vehicles at the rate of 20% per annum using the diminishing (reducing) 
balance method.

 9 The partnership agreement states:

    Interest on capital is allowed at 4% per annum.

    Vass is to receive an annual salary of $5000. 

    Profits and losses are to be shared in the ratio of their capital.

 REQUIRED

 (a) Prepare the income statement and appropriation account for the year ended 
31 January 2013. [24]

 (b) Draw up the current accounts of the partners for the year ended 31 January 2013. [5]

 (c) Prepare the balance sheet (statement of financial position) at 31 January 2013. [11]

 [Total: 40] 



14

7110/21/O/N/13© UCLES 2013

For
Examiner’s

Use

    Answer Question 5 on the following pages.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

.........................................................................................................................................................
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.........................................................................................................................................................
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15

7110/21/O/N/13© UCLES 2013 [Turn over

For
Examiner’s

Use
.........................................................................................................................................................

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



16

7110/21/O/N/13© UCLES 2013

For
Examiner’s

Use
.........................................................................................................................................................

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



17

7110/21/O/N/13© UCLES 2013 [Turn over

For
Examiner’s

Use
.........................................................................................................................................................

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



18

7110/21/O/N/13© UCLES 2013

For
Examiner’s

Use
.........................................................................................................................................................

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



19

7110/21/O/N/13© UCLES 2013

For
Examiner’s

Use
.........................................................................................................................................................

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



20

7110/21/O/N/13© UCLES 2013

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.

University of 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.

BLANK PAGE



<<
  /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




