Ml CONVENT OF THE HOLY INFANT JESUS SECONDARY
@;H_N] A Preliminary Examination in preparation for
3 the General Certificate of Education Normal (Academic) Level 2021

NAME

REGISTER -
NUMBER

CLASS

PRINCIPLES OF ACCOUNTS 7086/01

Paper 1 . 17 August 2021
1 hour

Candidates answer on the Question Paper.
No Additional Materials are required.

READ THESE INSTRUCTIONS FIRST

Write your name, class and register number in the spaces provided on the work you hand in.
Wirite in dark blue or black pen.

You may use an HP pencil for rough working.

Do not use staples, paper clips, glue, correction fluid or correction tape.

Answer all questions.
You may use a calculator.

Where layouts are to be completed, you may need all the lines for your answer.
The businesses mentioned in this question paper are fictitious.

At the end of the examination, fasten all your work securely together.
The number of marks is given in brackets [ ] at the end of each question or part question.

For Examiner’'s Use

2 } R
¢ (e
4 —
(o)
This document consists of 8 printed pages. \__L/
[Turn over

Scanned with |
(B CamScanner’


Chew Zoey

Chew Zoey

Chew Zoey


1 Ivan is a sole-proprietor in the business of selling mobile phone accessories. Ivan has no
accounting knowledge and decided to seek your advice on some issues relating to the
business.

REQUIRED

(a) State the role of accounting.

Dunting SR ISl providel, (lokenoultns witi, actouneing . Wk wetion

0N tag  PEIMESS  omfaymnacs 470 tved tney Cow wape  Wifswaed dlecisiows

(b) As the accountant of the business, advise lvan on the relevant accounting theory applied
in the following scenarios.

-".',_;-, : ':_" S »‘:S:g;é[lgrlo* S : -Accoi.mtihg-‘.thaory-appiii{ql.

Ivan assumes that the business is expected

() | to remain in operation indefinitely. fuetng. Coacena. VALONY

Ivan wishes to value the high staff morale in
(ii) | the books of the business but was told to mMonetavy 2 ovY
him that it is not possible to do so. /
An equipment costing $2 500 that the 5
business purchased a few years ago, has Wistovical (o8t n’
(iii) | decreased in value, but the original price 3]

was recorded.

(c) Name one stakeholder who may be interested in the business financial statements and
state the decisi at they might make using the financial information.
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(d) (i) Name one professional ethic that all accountants should adhere to.

(ii) Explain the impdrtance of being ethical accountants.
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. [Total: 9]
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2 Samantha is a furniture dealer and owns Wooden Pieces Trading. The business has the
following assets and liabilities as at 1 January 2020.

*Cash at bank -4592 Cr
A Trade receivables 18 970
* Trade payables 25 658
% Motor vehicles 80 500
“ Bank loan (5 years) 45 000
A Furniture 8 900

REQUIRED

(a) Explain the difference between assets and liabilities.

ASS owe  resowdd dwiedl ov  coatvole d by tha buSvess tvat owe,

Cperteod to. grovide | bvtvg bene Xt
9.@.@9!...h,.....a...ka»ssm&..mm“eszte.’.._..ef;?g.c.m.d...ts.».m..w...rﬁgmf.?ﬂ...-s.eeg&..qmwd
i e bepeen btu. Ot 7
(b) Using the accounting equation, calculate the owner's equity.
i SHIVIRE. o SRS e orisssomssimisssit s
(->592 + (%910 4 S50y +300) 7 (27653 ths000 ) + €quity .

WEath = TIND § RN s
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(c) State how each of lhe following transactions affect the accounting elements of
Samantha’s business. If there is no effect, write ‘No effect’. An example has been done

for you.
Assets Liabilities Equity
Transaction -
: \ $ $ $
Samantha contributed +50 000
Example [ $50 000 into the Ca;gua?g{a}nk No effect Capital
business bank account.
The business bought a | +1100 41200
(i) computer worth $1 200 |o ggrck AL wo  eeC
on credit. equiA :::‘{a \//
Samantha took $500| -59° N feoO
(i) | worth of fumiture as a muemo:j/ wo ufy - 590 ;
house warming gift for amwv\?y
her uncle. [6]
[Total: 11]
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3 Mandy operates Fashion Shoes Trading. The financial year of the business ends on 30 June
every year. On 1 July 2020, the capital account showed a balance of $68 700.

e — ——

The following transactions relate to the financial year ended 30 June 2021.

Date Transaction
2020
+| Oct5 Mandy contributed $20 000 cash into the business and the money was

deposited into the business bank account.

Nov 29 X | Mandy took shoes costing $350 as a birthday gift for her niece.
2021
Mar4 X\ Mandy withdrew $1 200 cash from the business bank account for her own use.
Jun 30 The business made a profit of $6 320.

REQUIRED
(a) Use an appropriate accounting theory to explain the transaction relating to 4 March 2021.
Stcomnainng onting. tuceey Ftote) tamy cas Swaby g, udna 8. ows. Sep evate

AN, tanastions. (eovded Suandd bt 4 the View poat, ot

PO AL . ARISVERI X BANE, NN s A, attoant ey,
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o, VTRARTEUL Toe I OV R oyt e orsitngn, |
[2]
(b) Prepare journal entries to record the transfer of profit to the capital account on
30 June 2021. Narration is not required. =
Journal
Date Particulars Dr Cr i
2010 $ $
‘2—4"
lwvg 39 ‘“CQW\Q Su\mmﬁf“l t""f// [2]
b3o
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%100 ¥ L0Lso - (350 % 1280) t bL320 = A3x10

(c) Prepare the capital account for the year ended 30 June 2021.
FasSwniow Swogs ‘{vmo\-v\g
Gn?\fnl

date paticviars 2 - bal

2019 $ & $
WY o bal pld bTTos cx”

olx § Lasm ok Dawe 10 oo¥ 33 100 v

1o\

June 5o \Mlome  summary 320 Qgol e~

Jung, 39 ovawings (350 + 1200) tssi/ 3% 1o v

Iy o val wid 3% 10 v

(d) State the effect of drawings o
B i DL T O SRS RRVNR——: SR | |

(e) State the amount of capital to be represented in the statement of financial position as at
30 June 2028: 1™\

$Asn1e 7 —AEPAN— , 11

[Total: 10]
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Celeste is the owner of a newly start-up ice-cream business, i-Scream Trading.

After preparing the trial balance as at 31 December 2020, Celeste discovered the following
errors.

1. Repairs of machinery for $800 was debited to machinery account.

2. A payment received from a credit customer by cheque $630 was debited to the trade
receivable account and credited to the cash at bank account.

REQUIRED

;L}/ Explain why would a trial balance still balance despite having errors.

/‘b)/ Prepare journal entries to correct errors (1) and (2).
Journal
Date Particulars Dr Cr

[4]
Complete the following table. State whether the profit for the year and equity will be
overstated, understated, and the amount involved. If there is no effect, write ‘no effect'.

Error Effect on profit for the year Effect on equity
(1)
(2)

[4]
[Total: 10]

[End of Paper]
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1 Jean Ann started Creative Media, a service business that provides web design services. The frrt(on
following balances were extracted from the business as at 31 December 2020.

$
/W Cash at bank 22 540
( by,Drawings 26 000 B
/ stCapltaI 1 January 2020 127 161 Lo o9
/{ ¢ L Long-term bank loan 75000
/NC A Property, at cost 140 000~ \5,@1‘\6
/N Motor vehicles, at cost 2000, X
/NOR Accumulated depreciation of property 21000
/‘l W Accumulated depreciation of motor vehicles 9880~
/L Interest income 120
1 Design service fee revenue 244 972
% Motor vehicles expense 9850
JE Insurance expense - % 11750
& Accounting and legal expense 49 500
~ G Salaries expense + %135 136 765
+ € Interest expense 3500
~ & Utilities expense 8918
/CUA Trade receivables - 1o 77 400
/ L Trade payables 60 090
Additional information: -~

P prAnA  MIvvaneg
¢ ReD Wivvn
/ Insurance amounting to $880 was paid for the month of January 2021 —F“—twgwow—<4xQ
W ~DV__ AL VAR —
/2/ Commission income of $1 800 was earned but not collected. ov“ = =, “’.w/gé
3

TR S 0MhAb s e 42 2
35. > saravitd ug PrYab\e 3;33‘/
Melvin, a credit customer, who owed the husmess $1 460hdeclared bankrupt

Salaries outstanding amounted to $8 2

ared 'y w o
A review of the trade receivables on 31 Decer"lgér 2020 showed 1hat 5% ef the balance
may not be collectible. —_Se=ewo - \ML0 45330 = 3310
!
The depreciation policy is as follows—2Ze«—H-2-TR—533.0- A Lo
/ 4 e o AFILOTR 5330
/ - Property 5% per annum using straight-line method
1%% 030 . ia ;S' Motor vehicles 10% per annum using \:educmg—balance method

010 X (SLooD - Gﬂlu)
~ A
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7 20% of the long-term bank loan is repayable on 31 March 2021.
REQUIRED

(a)  Prepare the statement of financial performance for the year ended 31 December 2020. [10]

(b)  Prepare the statement of financial position as at 31 December 2020. [10]
[Total: 20]
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2 GNJ Trading is a sole-proprietorship. The business buys and sells puppets. The business
buys puppets from Puppetry Arts, a local supplier and the following transactions occurred in
the month of March 2021.

2021 | Transaction
Mar 1 | Balance $4 000 owed by GNJ Trading to Puppetry Arts.
8 | Bought goods at list price of $3 200 from Puppetry Arts, less 10% trade discount.
15 | GNJ Trading paid the amount owing on 1 March 2021 by cheque, less 5% cash

discount.
REQUIRED
(a) State one difference between a trade discount and a cash discount. [2]

(b) Prepare the trade payable account for Puppetry Arts in the books of GNJ Trading.
Close the account at the end of the month and bring down the balance. [4]

The following shows the cash in hand account in the books of GNJ Trading.

Cash in hand account ¢ =
Date | Particulars Dr Cr Balance
2021 $ $ $
Mar 1 | Balance b/d 7 800 Dr
4 | Cash at bank 1200 9 000 Dr
10 | Inventory 2500 6 500 Dr
17 | Drawings 500 6 000 Dr
23 | Trade receivable — Peter Pan 1450 7 450 Dr
29 | Sales revenue 3600 11 050 Dr
Apr 1 | Balance b/d 11 050 Dr
REQUIRED o
é&(c) State one way in which GNJ Trading can do to safeguard its cash.’ " [1]

-
+  (d) Interpret the following transactions in the cash in hand account.

(i) 4 March 2021 21
(i) 17 March 2021 (2]
(iif) 23 March 2021 (21

[Total: 13]
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3 On 1 January 2020, Citrus Fruit has the following balances.
$
Trade receivables 20 000
Allowance for impairment of trade receivables 600

The following occurred in the financial year ended 31 December 2020.

_Date | Transactions
2020
Jan 5 | Jack Fruit declared bankrupt and the outstanding amount of $5 000 owed to the

business was written off.

Jul 16 | Liho Trading owed the business $6 500. Liho Trading decided to close off its K?W ¥ @
business. A cheque of $3 500 was received from Liho Trading and the remaining

°
amount was written off. ( o] 7 T
v > ®
3000
The trade receivables balance as at 31 December 2020 was $60 000. The business maintains
an allowance for impairment of trade receivables at 5% of trade receivables balance at the
end of every financial year.
REQUIRED
(a) Prepare journal entries to record the transactions on 5 January 2020 and 16 July 2020.
Narrations are not required. [5]
(b) Prepare journal entries to record the adjustment of allowance for impairment of trade
receivables on 31 December 2020. A narration is not required. [2]
(c) Explain, using a suitable accounting theory, why it is necessary for Citrus Fruit to
account for allowance on impairment of trade receivables. [2]
QY
[Turn over
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Citrus Fruit has two exisling customers and these two customers have approached the
business to negotiate for a longer repayment period, from its current credit term of 30 days to
45 days. As the economy is not doing well due to the current COVID-19 pandemic, many
businesses are not doing well, especially the dine-in eateries. Hence, Citrus Fruits can only
extend a longer repayment period to only one customer.

Bio Juice

Tropical Café

Nature of business

s Sells fruit juices

e Sells fruit cakes, pastry
and fruit juices

Number of days Citrus
Fruits takes to collect its
debt from the customer

« Collection days: 15 days/

« Collection days: 35 days

Number of times trade

receivables balance

receivable has late ¢ 3times J s 5times

payment

Average trade e $10000 v
« $13 000

Reputation of business

s Popular among
teenagers and young
adults v

* Has beenin the
business for 8 years

e Has many positive
customer reviews
among café goers

e Has been in the
business for 3 years

Has many outlets in

Physical store at Toa

Location of stores different neighbourhood Payoh Hub and an online ./
areas store that provides delivery
Many customers patronise the business because people
Industry outiook are now more health conscious and drinking fruit juices is
now in trend.
REQUIRED

(d) Using the information above, advise Citrus Fruit which customer it should give a longer

repayment period to. Explain your answer.

CHIJSec/2021/PRELIM/POA/ANA/T086/02
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4 Mr Kokonut is a beverage business and provides delivery of its beverages to online
customers.

Due to the COVID-19 stay-home measures in the month of October 2019, there was an
increase in demand for home deliveries. Hence, the business decided to purchase one
additional motorbike to help with the increase in orders.

The following information relates to the purchase of the motorbike.

REQUIRED

(a) State whether each of the following items is a capital expenditure or a revenue
expenditure.
(i)  Cost of motorbike amounting to $45 000. ]
(ii)  Annual motor insurance of $800. [1]
(iii) Certificate of Entitiement (COE) for the motorbike worth $6 500. [1]

(b) State one difference between a capital expenditure and a revenue expenditure. [2]

[ -3 Fuw
The financial year of the business starts on every 1 July. On 1 July 2019, Mr Kokonut provided
the following information.

$
Machinery 28 000
Accumulated depreciation of machinery 5600

On 1 April 2020, the business purchased another machinery costing $22 000 paying by
cheque.

The business depreciates its machinery at 20% per annum using the reducing-balance
method. A full year's depreciation is charged in the year of purchase.
T Y lole - J bR 23 %00 -Shoo k[0-1) = BFE HWIO

The financial year of the business ends on every 30 June. (32-'°° Ko.v) g 3 = (o0
1

931'\ ‘#' (AN
fd iati P ‘,;3‘\’ u"‘h ‘rr (z:;.oouneu..m%’ = 3300 90
(c) State two causes of depreciation. :et\*"\ (32000 - #400 )x0.2xE = I [2]

(d) Prepare the journal entries to record the depreciation of machinery for the two years
ended 30 June 2020 and 30 June 2021. [4]

(e) State the effects on profit for the year and non-current assets, if the depreciation of [2]
machinery for the year ended 30 June 2020 was not adjusted.

[Total: 13]

[END OF PAPER]
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