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Exam Summary:

	Section
	Marks
	Suggested Time

	A.    Multiple Choice
	20
	72

	B1.  Accounting for Non-current Assets 
	10
	36

	B2.  Internal Reporting 
	10
	36

	B3.  Control
	05
	18

	B4.  External reporting
	05
	18

	TOTAL:
	50
	180


	


SECTION A:
MUTIPLE CHOICE							   (TOTAL: 20 MARKS)

366611 SEMESTER ONE TEST
Section A: Multiple-Choice Solutions
 Semester One 2011


	Question
	Answer

	1
	C

	2
	B

	3
	C

	4
	D

	5
	A

	6
	C

	7
	B

	8
	B

	9
	B

	10
	D

	11
	B

	12
	D

	13
	D

	14
	A

	15
	A

	16
	A

	17
	C

	18
	C

	19
	C

	20
	B

	21
	B

	22
	A

	23
	A

	24
	B

	25
	D

	26
	B

	27
	D

	28
	C

	29
	D

	30
	A

	31
	D

	32
	B

	33
	B

	34
	B

	35
	A

	36
	A

	37
	B

	38
	D

	39
	B

	40
	C




SECTION B:                                                            	    (TOTAL 30 MARKS)

Question 1: Accounting for Non-current Assets		         (10 marks)

A. 	
I. 										Debit		Credit
July 1	Depreciation Expense 		5,000
		Accumulated Depreciation — Machine A 			5,000
			($84,000 - $4,000)  8 years x 6/12 = $5,000
(1 mark for all correct journal entries)


II. 											Debit		Credit
	Cash 			37,000
	Accumulated Depreciation — Machine A* 		40,000
	Loss on Disposal ($44,000 - $37,000) 		7,000
		Machine A 			84,000
(3 marks for all correct journal entries including workings for total accumulated depreciation)

	*2006	($84,000 - $4,000)  8 years x 6/12 = $5,000
	07	($84,000 - $4,000)  8 years = $10,000
	09	$10,000
	09	$10,000
 	2010	($84,000 - $4,000)  8 years x 6/12 = $5,000
		Total accumulated depreciation at date of disposal = $40,000

III.
					Debit	Credit

Aug. 1	Depreciation Expense 		6,650
		Accumulated Depreciation — Machine B 			6,650
			($60,000 - $3,000)  5 years x 7/12 = $6,650
(1 mark for all correct journal entries)

iv. 					Debit       	Credit
	Cash 			22,000
	Accumulated Depreciation — Machine B** 		40,850
		Machine B 			60,000
		Gain on Disposal ($22,000 - $19,150) 			2,850

	**2007	($60,000 - 3,0000)  5 years = $11,400
 	08	$11,400
	09	$11,400
	2010	($60,000 - $3,000)  5 years x 7/12 = 6,650
		Total accumulated depreciation at date of disposal = $40,850
(3 marks for all correct journal entries including workings for total accumulated depreciation)




B. 
D Ltd

Year ending 30 June 

	
	
	Debit
	Credit

	(a) 30/6/2010
	Impairment Loss
	7,000
	

	
		Accumulated impairment loss Machine  
	
	7,000

	
	(Writedown of machine to recoverable amount)
	
	

	
	
	
	

	
	Machine          WDV       Recoverable  Amt     Adj
	
	

	
	2		20,000		13,000		7,000 
	
	


(2 marks for all correct journal entries)

Question 2: Internal Reporting 						[10 marks]

A.
i. .	Unit cost: Job 101, $74.50; Job 103, $295.00.
			Job 101	Job 103
		Direct materials	$22,000	$24,000
		Direct labour	30,000	20,000
		Overhead applied 	  22,500	  15,000*
		Total cost	74,500	59,000
		Units	÷ 1,000	 ÷   200
		Unit cost	$74.50	$295

*$15,000	($20,000 × 75%)
(4 marks are for showing all correct costs (i.e. Direct Material, Direct labour and Overhead). Student need to show calculations of overhead applied).
ii. Manufacturing overhead costs were under applied by $9000 during the month.
		Actual manufacturing overhead	$66,000
		Manufacturing overhead applied	  57,000*
		Underapplied overhead	$  9,000
*76 000X75%=$57 000
(1 mark is for correct amount of under applied including calculation of total Manufacturing Overhead applied)
B: 
BEP in Unit= Fixed Cost / CM per unit
1.	BEP in Unit= Fixed Cost / CM per unit
		$460,000
		$10	= 4 6000; CM per unit=400 000 / 40 000= $10 
BEP in dollar= Fixed cost / CM ratio
	$460,000 / 0.40; CM ratio= $10/25
(1 mark is for correct calculation of both BEP in Unit and in Dollar.) 


2.	MS= Expected sale – BES
MS= $1000,000- $1150,000= ($150,000) OR
MS=0 
(1 mark is for MS calculation. As BES > Expected sales here, MS becomes negative. Students are awarded full marks for showing negative MS and / or MS as Zero.)
 
3.	$460,000 + $60,000
	($25 -$15)	= 52,000	total units to be sold to earn $60,000 profit
			40,000	actual units sold
			12,000	 additional units to be sold 	
(3 marks are provided for correct additional unit to be sold including calculation of correct unit to be sold to earn $60 000.)


Question 3: Control 								[5 marks]

i. The allowance method. Since the balance in the allowance for doubtful debts is given, it must be using this method because the account would not exist if it were using the direct write-off method. (1 mark is for explaining the key word “Allowance Method”
ii. The allowance for doubtful debt is a contra-asset account. It is subtracted from the gross amount of accounts receivable so that accounts receivable is reported at its recoverable amount. (1 mark is for explaining key words such as contra-asset, recoverable amount)

iii. 	Dec 31 2010
	Dr. Bad Debts Expense……………………………………….10,750
				($11,750 – $1,000)
	Cr. Allowance for Doubtful Debt		10,750
(1 mark for correct journal entry) 
iv. )	Dr. Allowance for Doubtful Debt	…………………………………….5,000
		Cr.	Accounts Receivable		5,000
(1 mark for correct journal entry)
v. Dr. Bad Debts Expense	11,750
		Cr. Accounts Receivable		11,750
(1 mark is for correct journal entry. Student also awarded full marks for mentioning “No entry required” given that the company already is using allowance method.




Question 4: External Reporting						[5 marks]

A	(i)
THE BOOK COMPANY LIMITED
Balance sheet (partial)

	Current Liabilities
	Current portion of Loan C	$  25,000
	Loan A, 3-month	90,000
	Accounts Payable	69,000
	 (GST) Payable	38,000
	Interest Payable	      3,000
		Total Current Liabilities	$225,000
(1.5 marks for correct listing of current liabilities and total current liability amounts)

(II) Financial statement users want to know whether an entity’s obligations are current or non-current.They also want to know the total amount of current and non-current obligations. An entity that has more current liabilities than current assets often lacks liquidity, or short term debt paying ability. Creditors and investors are very keen to know whether the entity is able to pay its current liabilities.
(1 mark for correct explanation and answer provided)

B	
	1.	(c)	Financing activity. D Limited increases share capital through issuing ordinary share. This represents cash inflow through financing activity.
	2.	(a)	Operating activity. D Limited generated cash from its principal revenue-generating activities. This represents cash inflow from operating activities.
	3.	(d)	Non-cash activity. This transaction does not affect Cash flows (i.e cash inflow or cash outflow).
	4.	(d)	Non-cash activity. This transaction does not affect Cash flows (i.e cash inflow or cash outflow).
	5.	(b)	Investing activity. D Limited invested on XYZ company through purchasing share. This represents cash outflow due to investing activities.
(0.5 mark each if the type of activity identified, whether it is cash inflow/outflow with reasons provided for each activity. Total of 2.5 marks)
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