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Answer ALL questions. Write your answers in the spaces provided.
You will need to use the data on page 2 of the Resource Booklet to answer part (b).

1 (a) State which international accounting standard (IAS) sets out the requirements for
the presentation of financial statements.

(b) Prepare the statement of financial position at 30 April 2020.

Narud plc
Statement of financial position at 30 April 2020
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(Total for Question 1 = 22 marks)
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(

You will need to use the data on page 3 of the Resource Booklet to answer parts (a), (b)
and (c).

2 (a) Calculate the:

(i) equity at 1 April 2019

(b) Prepare the equipment account for the year ended 31 March 2020. Balance the
account on this date and bring the balance down on 1 April 2020.
(4)

Equipment Account
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(c) Complete the statement of profit or loss for the year ended 31 March 2020.
(10)

Simon
Statement of profit or loss for the year ended 31 March 2020

Revenue

Cost of sales

Opening inventory 33330

Purchases

Goods taken for own use

Closing inventory 36 990

Gross profit

Expenses

Rent

General expenses

Depreciation

Loss on disposal

Profit for the year

Simon has asked his accountant to change the basis of accounting for sales from
invoices issued to cash received.

(d) State two accounting concepts and two principles of professional ethics that
have not been complied with.

(4)

Accounting concepts Principles of professional ethics

(Total for Question 2 = 21 marks)
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You will need to use the data on page 4 of the Resource Booklet to answer parts (b)
and (o).

3 (a) State in which section of the statement of cash flows the following would
be shown:

(i) loss on disposal

(b) Calculate for the year ended 31 May 2020 the:

(i) cost of machinery purchased
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(c) Prepare the statement of cash flows for the year ended 31 May 2020.
(9)

Rio82 Ltd
Statement of cash flows for the year ended 31 May 2020
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(d) Explain one reason why a business may have net cash from operating activities
when a loss for the year had been made.
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(Total for Question 3 = 20 marks)
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4

(a) State two methods of funding the purchase of a non-current asset.

(b) State two differences between the net present value and payback methods of
investment appraisal.

Liberty is considering purchasing a new machine costing $130 000
Net cash inflows will be $50 000 per year for four years.

At the end of year four the machine will be sold for $20 000

(c) Calculate for the new machine the:

(i) net present value

(6)

Discount factor Present value
at12% S

Net cash flow
Year $

0 1.000

1 0.893

2 0.797

3 0.712

4 0.636

Net present value
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(i) accounting rate of return.
(3)
Instead of purchasing a new machine, Liberty could modify an existing machine at a
cost of $100 000 to extend its life by four years, after which it would be scrapped.
(d) Discuss which option Liberty should choose.
You must justify your decision.
(5)
(Total for Question 4 = 18 marks)
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You will need to use the data on page 5 of the Resource Booklet to answer parts (a)
and (b).

>§/ X

5 (a) Complete the trade receivables budget for the three-month period ending 8\\

31 May 2021. =

(5) —‘\

: .s,\

Nick EQ

Trade receivables budget for the three-month period ending 31 May 2021 \**"E"ﬁ

XX

March April May SE

$ $ $ e

§§

Opening balance 93 960 s
Credit sales

Receipts

Closing balance

12
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(b) Complete the cash budget for the three-month period ending 31 May 2021.
(9)

Nick
Cash budget for the three-month period ending 31 May 2021

March April May
$ $ $

Receipts

Cash sales

Trade receivables (credit sales)

Total receipts

Payments

Trade payables (credit purchases)

Machinery finance

General expenses

Total payments

Net inflow / (outflow)

Opening balance 1340

Closing balance

J

AR AR AT AR O T over »
P 6 5 3 5 7R A0 1 3 1 6

13



(c) Evaluate the effect on a business’s cash flow if it decides to sell goods on a cash
basis only.

(Total for Question 5 = 19 marks)

TOTAL FOR PAPER = 100 MARKS
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