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Unit 30 Introductory Accounting (IAC)
AAT Diploma Pathway, Certificate Level 2 (2003/2006 standards)

Tuesday 16 June 2009 (afternoon)

Time allowed - 3 hours plus 15 minutes’ reading time

Please complete the following information in BLOCK CAPITALS:

This exam paper is in TWO sections.  

You must show competence in BOTH sections. So, try to complete EVERY task in BOTH sections.

Section 1 contains 10 tasks and Section 2 contains 20 tasks.

You should spend about 75 minutes on Section 1 and 105 minutes on Section 2.

There is blank space for your workings on pages 11, 29, and 32-35, but you should include all essential calculations in your answers.

Introduction

The tasks in both sections are set in business situations where the following apply:

· You are employed by Gold Ltd as a bookkeeper.

· The business uses a manual accounting system.

· Double entry takes place in the main (general) ledger. Individual accounts of debtors and creditors are kept in subsidiary ledgers as memorandum accounts.

· Bank payments and receipts are recorded in the cash book, which is part of the double entry system.

· The VAT rate is 17.5%.

Where the date is relevant, it is given in the task data.

Section 1 – Double entry bookkeeping and trial balance

You should spend about 75 minutes on this section.

Note:  

Show your answer with a tick, words or figures, as appropriate.
Task 1.1

The following transactions all took place on 30 June and have been entered into the sales day-book as shown below. No entries have yet been made into the ledger system.

Sales day-book
	Date 2009
	Details
	Invoice number
	Total £
	VAT £
	Net £

	30 June
	Barking plc
	547
	517
	77
	440

	30 June
	Osbot Ltd
	548
	9,729
	1,449
	8,280

	30 June
	Rank & File
	549
	7,238
	1,078
	6,160

	30 June
	Sunset plc
	550
	1,269
	189
	1,080

	
	Totals
	
	18,753
	2,793
	15,960


(a)
What will be the entries in the subsidiary (sales) ledger?

Subsidiary (sales) ledger
	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


(b)
What will be the entries in the main ledger?
Main ledger
	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	

	
	
	
	


Task 1.2

The following transactions all took place on 30 June and have been entered into the purchases returns day-book as shown below. No entries have yet been made into the ledger system.
Purchases returns day-book

	Date 2009
	Details
	Credit note number
	Total £
	VAT £
	Net £

	30 June
	Rydesdale & Co
	R3567
	611
	91
	520

	30 June
	Jeremend plc
	C992
	1,128
	168
	960

	
	Totals
	
	1,739
	259
	1,480


(a)
What will be the entries in the subsidiary (purchases) ledger?

Subsidiary (purchases) ledger
	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	


(b)
What will be the entries in the main ledger?
Main ledger
	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	

	
	
	
	



Task 1.3

A settlement discount of £180 has been received from a supplier, DDF Ltd.

What will be the entries to record the discount in the main ledger?
Main ledger
	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	


Task 1.4

A credit customer, Gorbals Ltd, has ceased trading. It owes Gold Ltd £1,800 plus VAT.

(a)

What will be the accounting entries to write off the £1,800 and the VAT in the main ledger?

Main ledger

	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	

	
	
	
	


The write-off must also be recorded in the customer’s account in the subsidiary (sales) ledger.

(b)
Will this entry be a debit or a credit?

	
	

	Debit
	

	Credit
	


Task 1.5

The following two accounts are in the main ledger at the close of day on 30 June.

(a)
Insert the balance carried down on 30 June, together with date and details.

(b)
Insert the totals.

(c)
Insert the balance brought down on 1 July, together with date and details.

Telephone

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	01 June
	Bank
	416
	
	
	

	26 June
	Bank
	238
	
	
	

	
	Total
	
	
	Total
	

	
	
	
	
	
	


Discounts received

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	01 June
	Purchases ledger control
	180

	
	
	
	22 June
	Purchases ledger control
	230

	
	Total
	
	
	Total
	

	
	
	
	
	
	



Task 1.6

The following transactions all took place on 30 June and have been entered into the cash book as shown below. No entries have yet been made into the ledger system.

Cash book

	Date 2009
	Details
	Bank £
	Date 2009
	Cheque details
	VAT £
	Bank £

	30 June

30 June


	Balance b/f 

FTC Ltd (debtor)
	4,674

16,200


	30 June

30 June

30 June

30 June

30 June
	General expenses

Rent

Wages

Travel expenses

Balance c/d 
	350


	2,350

8,000

3,850

800

5,874

	
	
	
	
	
	
	

	
	
	
	20,874
	
	
	
	350
	
	20,874

	
	
	
	
	
	
	

	01 July
	Balance b/d
	5,874
	
	
	
	   


(a)
What will be the entries in the subsidiary (sales) ledger?

Subsidiary (sales) ledger

	Account name
	Amount £
	Debit


	Credit



	
	
	
	


(b)
What will be the entries in the main ledger?

Main ledger
	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.7 

Gold Ltd has made a cash sale amounting to £400 plus VAT to a business that does not have a credit account. 

What will be the entries in the accounting records of Gold Ltd to record this transaction?

	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	

	
	
	
	


Task 1.8

An amount of £242 has been debited to the suspense account. The following two errors have been discovered.

(a)
Interest received of £67 has been credited to both the interest received account and the discounts 
received account.

(b)
A payment of £175 has been omitted from the motor expenses account.

Record the journal entries needed in the main ledger to correct these errors.

You do not need to give dates and narratives.

	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.9
Record the journal entries needed in the main ledger to deal with the information below. 

You do not need to give dates and narratives.

(a)
Gold Ltd buys from and sells to Bentley Alloys Ltd. Entries are to be made to record a contra 
payment of £700.

	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	


(b)
Entries to record a cheque paid to a credit supplier of £225 have been omitted.
	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	


(c)
A petty cash payment of £25 for general expenses has been wrongly entered into the accounting 
records as £52. Ignore VAT.

	Account name
	Amount £
	Debit


	Credit



	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	



Task 1.10

Below is a list of balances to be transferred to the trial balance as at 30 June.

Place the figures in the debit or credit column, as appropriate, and total each column.

	Account name
	Amount £
	Debit £
	Credit £

	Motor vehicles
	52,450
	
	

	Stock
	24,419
	
	

	Cash at bank
	5,874
	
	

	Petty cash
	42
	
	

	Sales ledger control
	121,515
	
	

	Purchases ledger control
	59,810
	
	

	VAT owing to HM Revenue & Customs
	14,340
	
	

	Capital
	24,786
	
	

	Bank interest received
	326
	
	

	Sales
	501,928
	
	

	Sales returns
	15,866
	
	

	Purchases
	197,433
	
	

	Purchases returns
	2,087
	
	

	Discounts received
	410
	
	

	Discounts allowed
	975
	
	

	Wages
	144,726
	
	

	Motor expenses
	3,201
	
	

	Travel expenses
	2,135
	
	

	Insurance
	1,298
	
	

	Rent and rates
	19,322
	
	

	Telephone
	654
	
	

	Bank charges
	555
	
	

	Bad debts written off
	9,553
	
	

	General expenses
	3,669
	
	

	Totals
	
	
	


Section 2 – Tasks and questions

You should spend about 105 minutes on this section.

Notes:

· You do not need to adjust any accounts in Section 1 as part of any of the following tasks.

· Show your answer with a tick, words or figures, as appropriate.
Task 2.1 

On 1 July Gold Ltd received payments of £270 by cheque and £95 in cash.

Prepare the front of the paying in slip to pay this cheque into the bank, together with the cash, which is made up of three £20 notes, two £10 notes, four £2 coins and seven £1 coins.

	Date
	Midway Bank plc
	£50 notes
	

	1 July 2009
	Darton
	£20 notes
	

	
	
	£10 notes
	

	
	Account
	£5 notes
	

	
	Gold Ltd
	£2 coin
	

	
	
	£1 coin
	

	
	Paid in by
	50p coin
	

	
	Melanie Hipkiss
	Other coin
	

	
	
	Total cash
	

	
	
	Cheques, POs
	

	
	44-17-30  39103988  64
	Total
	£
	


Task 2.2 

Gold Ltd offers three kinds of discount to its credit customers: trade discount; bulk discount (or quantity discount); and settlement discount.

Indicate with a tick the most appropriate description of each type of discount.

	Trade discount
	

	A discount given to credit customers for prompt payment
	

	A discount given to customers who regularly do business with Gold Ltd
	

	A discount given in respect of a particularly large order
	

	A discount given for payment in cash
	


	Bulk/quantity discount
	

	A discount given to credit customers for prompt payment
	

	A discount given to customers who regularly do business with Gold Ltd
	

	A discount given in respect of a particularly large order
	

	A discount given for payment in cash
	


	Settlement discount
	

	A discount given to credit customers for prompt payment
	

	A discount given to customers who regularly do business with Gold Ltd
	

	A discount given in respect of a particularly large order
	

	A discount given for payment in cash
	



Task 2.3 

Businesses use a variety of documents.

Complete the following sentences by inserting the name of the relevant business document in each instance:

(a)
When Gold Ltd takes delivery of items from a credit supplier it will raise a 
____________________



_______________________________________________________________________________

(b)
Gold Ltd issues a
________________________________________________________________


to credit customers detailing recent transactions and the amount owing.

(c)
When Gold Ltd pays a credit supplier by BACS it sends a
__________________________________


_________________________________________________
to indicate which items are being paid.
Task 2.4

All expenditure at Gold Ltd must be classified as revenue or capital expenditure.

	(a)
	Select ONE example of revenue expenditure:
	

	
	Painting the administration offices
	

	
	Installing a lift
	

	
	Purchasing land for a staff car park
	


	(b)
	Select ONE example of capital expenditure:
	

	
	Servicing the sales manager's car
	

	
	Purchasing a car for a sales executive
	

	
	Insuring all the company's cars
	


	(c)
	Buying new furniture for the administration office should be classified as:
	

	
	Revenue expenditure
	

	
	Capital expenditure
	


Task 2.5 

(a)
In the quarter just ended Gold Ltd’s VAT on sales amounted to £37,975. 


What was the amount of Gold Ltd’s sales excluding VAT?

	

	


(b)
In the same quarter, Gold Ltd’s purchases amounted to £146,000, excluding VAT.


What was the VAT on purchases for the quarter?

	

	


(c)
How much VAT must Gold Ltd pay to HM Revenue & Customs in respect of the quarter just 
ended?

	

	


(d)
Gold Ltd keeps a VAT account in its main ledger.
	

	Select which ONE of these statements is true:
	

	
	VAT on purchases is credited to the VAT account
	

	
	VAT on sales is credited to the VAT account
	

	
	VAT on expenses paid is credited to the VAT account
	

	
	VAT on sales returns is credited to the VAT account
	



Task 2.6
The nature of organisations can differ according to the type of activities carried out.

A retail organisation buys finished goods that it sells to customers.

Complete the sentence below by inserting the appropriate words.

A___________________________________organisation buys____________________________________

and makes the goods that it sells to customers.

Task 2.7 

This is a cheque received from a customer.

	
	
	
	
	

	
	Southern Bank 

High Street, Sussex SX9 6JT
	
	
	54-27-97
	

	
	
	
	
	12 June 2009
	

	
	
	
	Date
	
	

	
	Pay
	 Gold Ltd
	
	
	
	

	
	Three hundred and twenty pounds only
	
	
	

	
	
	
	
	
	
	£ 320.00
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	RK Howell
	

	
	 007654      54-27-97     07643286
	RK Howell and Sons
	

	
	
	
	
	


(a)
What is the customer’s bank account number? 

	


(b)
What is the bank sort code?

	



Task 2.8 

The following document has been received by Gold Ltd from a credit customer, Cane Ltd.

	BACS REMITTANCE ADVICE

  To: Gold Ltd                                                        From: Cane Ltd

  Your ref: 5401                                                    Our ref: PL654

______________________________________________________________

  6 June 2009                                BACS Transfer                                £ 2,068

Payment of invoice number 465796 has been made by BACS and will be paid directly into your bank account.


(a)
Identify the accounts in Gold Ltd's main ledger that will be used to record this transaction. 

	Debit:
	

	Credit:
	


(b)
Gold Ltd also accepts payments from customers by standing order and direct debit. 


State which payment method would be used by a customer who makes payments of varying 
amounts each month.

	



Task 2.9

Gold Ltd always checks all sales, sales returns and payments received against its records. 

On 15 July Gold Ltd received a payment of £15,000 by BACS from a credit customer, Rainbow plc. When Gold Ltd recorded this amount in the customer's subsidiary (sales) ledger account there was a debit balance of £2,200 still outstanding.

	(a)
	Which ONE of the following items was not included in the payment?
	

	
	A credit note for £2,200
	

	
	Discounts allowed of £2,200
	

	
	An invoice for £2,200
	

	
	A contra payment of £2,200
	


On 21 July Gold Ltd accepts the return of some goods from Rainbow plc. The goods had been invoiced at £500.

	(b)
	When Gold Ltd has recorded the return in the customer's subsidiary (sales) ledger account, what will be the balance brought down on the account?
	

	
	A debit balance of £2,700
	

	
	A credit balance of £2,700
	

	
	A debit balance of £1,700
	

	
	A credit balance of £1,700
	



Task 2.10

The statement of account shown below has been received from a credit supplier, Trim plc.

	
	
	
	
	
	
	
	

	
	Trim plc

Western Trading Estate, Milton Keynes MK9 5XC
	
	
	
	

	
	
	
	
	
	
	
	

	
	To: Gold Ltd
	
	
	
	Date: 31 May 2009 
	

	
	Statement of Account
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Date 2009
	Invoice number
	Credit note number
	Payment

£
	Amount

£
	Balance

£
	

	
	05 May
	6008
	
	
	1,047
	1,047
	

	
	11 May
	6052
	
	
	2,698
	3,745
	

	
	19 May
	
	159
	
	150
	3,595
	

	
	23 May
	6137
	
	
	994
	4,589
	

	
	30 May
	6162
	
	
	693
	5,282
	

	
	
	
	
	
	
	
	


You have the following additional information:

· Gold Ltd uses the supplier's statement of account at 31 May to determine the amount to be paid by BACS on 15 June.

· Invoices and credit notes that are more than 30 days old on 15 June are included in the payment unless they are in dispute. 

· Invoices that have cash (settlement) discount available are included in the earliest payment, regardless of the date of invoice.

· Invoice number 6052 is currently in dispute.

· Cash (settlement) discount of £22 is available on invoice 6162 for payment within 21 days of the invoice date.

	Indicate whether the following items will be included in the next payment to Trim plc
	Yes


	No



	Invoice number 6008 for £1,047
	
	

	Invoice number 6052 for £2,698
	
	

	Credit note number 159 for £150
	
	

	Invoice number 6137 for £994
	
	

	Invoice number 6162 for £693
	
	

	Discount of £22
	
	



Task 2.11

Gold Ltd keeps a small amount of petty cash in the office to purchase miscellaneous items. The imprest amount is £100 and is restored at the beginning of every month. 

The following payments were made during July:

	12 July
	Stationery
	£10.70

	18 July
	Tea and coffee
	£4.50

	25 July
	Postage stamps
	£8.80


Indicate with a tick the answers to the following questions.

	(a)
	Will these items be debit or credit entries in the petty cash account?
	

	
	Debit
	

	
	Credit
	


	(b)
	What will be the balance on the petty cash account on 31 July?
	

	
	£100
	

	
	£76
	

	
	£24
	


	(c)
	What will be the amount needed to restore the imprest amount on 

1 August?
	

	
	£100
	

	
	£76
	

	
	£24
	


	(d)
	When the imprest amount is restored, will this be a debit or credit entry in the petty cash account?
	

	
	Debit
	

	
	Credit
	


	(e)
	When the totals of the petty cash analytical columns are transferred to the main ledger expenses accounts, will they be debit or credit entries in the main ledger?
	

	
	
	

	
	Debit
	

	
	Credit
	


Task 2.12

	(a)
	If Gold Ltd wants to ensure that it has a complete set of sales invoices, what is the best method for filing them?
	

	
	In date order
	

	
	In customer order
	

	
	In invoice number order
	

	
	In amount order
	


	(b)
	If Gold Ltd wants to ensure that it can answer individual customer queries about the state of their account, what is the best method for filing credit notes?
	

	
	In date order
	

	
	In customer order
	

	
	In invoice number order
	

	
	In amount order
	


(c)

If Gold Ltd wants to ensure it can check any entry in the cash book against the bank 
statement, in what order should it file its bank statements?

	


Task 2.13

A friend offered to help you decorate your house, free of charge. However, your friend did not arrive on the agreed date, and the house is still undecorated.

	(a)
	Is your friend in breach of contract?
	

	
	Yes
	

	
	No
	

	(b)
	Show the reason for your answer by selecting one of the options below.
	

	
	There was a contract formed when the agreement was made.
	

	
	There was no contract formed because this was an invitation to treat, not an offer.
	

	
	There was a contract formed because it was unconditional.
	

	
	There was no contract formed as the work was to be completed free of charge.
	


Task 2.14
This is a summary of Gold Ltd's payroll for July.

	
	£

	Gross pay
	4,750

	Tax
	905

	Employer’s NIC
	451

	Employees’ NIC
	398

	Employees’ pension
	475


(a)
What is the total wages expense for the month?

	


	(b)
	What is the amount owing to HM Revenue & Customs for the month of July?
	

	
	£905
	

	
	£1,303
	

	
	£1,754
	


(c)
What will be the balance on the wages control account at the end of July?

	



Task 2.15

Gold Ltd gives every customer a credit limit when they open an account.

	(a)
	A credit limit is given so that the customer knows:

(tick one)
	

	
	the maximum amount of goods he can order at any one time
	

	
	how much money he must pay each month
	

	
	the maximum amount of money he can owe at any one time
	

	
	the minimum amount of goods he must order at any one time
	


Gold Ltd has given its customer, G Ward, a credit limit of £4,500. On 16 May the balance outstanding on 

G Ward's subsidiary (sales) ledger account was £3,300.

On 17 May Gold Ltd received a cheque for £1,900 from G Ward. 

	(b)
	What is the maximum value of goods that G Ward can now order from

Gold Ltd?
	

	
	£4,500
	

	
	£1,200
	

	
	£3,100
	

	
	£1,900
	


Task 2.16

Gold Ltd has been advised to use a batch processing system for its sales and purchase invoices but the company is unsure what this term means.

	(a)
	Select the most appropriate definition of a batch processing system for sales invoices:
	

	
	A system that ensures sales invoices are all the same
	

	
	A system that ensures sales invoices are created and entered in the accounting records in groups rather than singly
	

	
	A system that ensures sales invoices are paid on time
	


An advantage of a batch processing system for purchase invoices is that suppliers will be more likely to offer trade discount as a result.

	(b)
	Is this statement true or false?
	

	
	True
	

	
	False
	



Task 2.17

This is a summary of transactions with credit suppliers during the month of July.

	(a)
	Show whether each entry will be a debit or credit in the purchases ledger control account in the main ledger.
	Debit


	Credit



	
	Balance of creditors at 1 July
	£59,810
	
	

	
	Purchases from credit suppliers
	£24,975
	
	

	
	Payments made to credit suppliers
	£22,645
	
	

	
	Discounts received
	£309
	
	

	
	Goods returned to credit suppliers
	£511
	
	


	(b)
	What will be the credit balance brought down on 1 August on the purchases ledger control account?
	

	
	£56,660
	

	
	£61,320
	

	
	£61,938
	

	
	£62,342
	



Task 2.17, continued

The following balances were in the subsidiary (purchases) ledger on 1 August.

	
	£

	Quiz Ltd
	2,156

	Magda plc
	14,874

	Fringford & Co
	14,496

	Straight Builders
	9,563

	Papyrus plc
	11,772

	Jemjem Ltd
	2,301


	(c)
	Reconcile the balances shown above with the purchases ledger control account balance you have calculated in part (b)
	£

	
	Balance on purchases ledger control account at 1 August
	

	
	Total of the subsidiary (purchases) ledger balances at 1 August
	

	
	Difference
	


	(d)
	Which ONE of the following errors may have caused the difference you calculated in part (c)?
	

	
	An invoice was entered twice in the subsidiary (purchases) ledger
	

	
	A credit note was not entered in the subsidiary (purchases) ledger
	


	
	A credit note was entered twice in the purchases ledger control account
	

	
	A credit note was not entered in the purchases ledger control account
	


Task 2.18

Data 

On 31 July Gold Ltd received the following bank statement as at 27 July.

	Midway Bank plc

52 The Parade, Darton, DF10 9SW

	To:       
	Gold Ltd      
	Account no:
	39103988  
	Date:
	27 July 2009

	STATEMENT OF ACCOUNT

	Date 2009
	Details
	Paid out £
	Paid in £
	Balance £
	

	04 July
	Balance b/f
	
	
	12,089
	C

	06 July
	Cheque 001008
	6,215
	
	5,874
	C

	07 July
	Cheque 001009
	617
	
	5,257
	C

	10 July
	Direct debit Humbold & Co
	200
	
	5,057
	C

	12 July
	Bank giro credit Remble plc
	
	1,298
	6,355
	C

	14 July
	Standing order ISI Insurance
	250
	
	6,105
	C

	14 July
	Cheque 001011
	5,442
	
	663
	C

	16 July
	Elliotts
	
	6,752
	7,415
	C

	19 July
	Direct debit Darton Council
	350
	
	7,065
	C

	25 July
	Bank charges
	46
	
	7,019
	C

	27 July
	Cheque 001013
	1,079
	
	5,940
	C

	
	
	
	
	
	

	D = Debit  C = Credit


The cash-book as at 27 July is shown below.

Cash-book
	Date 2009
	Details
	Bank £
	Date 2009
	Cheque

number
	Details
	Bank £

	01 July
	Balance b/f
	5,874
	01 July
	001009
	Rodders plc
	617

	12 July
	Remble plc
	1,298
	06 July
	001010
	Crill Ltd
	2,063

	23 July
	Tant Ltd
	12,542
	09 July
	001011
	Mark Oster & Co
	5,442

	24 July
	List & Flain
	711
	14 July
	
	ISI Insurance
	250

	
	
	
	15 July
	001012
	Zinster plc
	955

	
	
	
	22 July
	001013
	Walls Trading
	1,079

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Task 2.18, continued

(a) 
Check the items on the bank statement against the items in the cash-book.

(b)
Enter any items in the cash-book as needed.

(c)
Total the cash book and clearly show the balance carried down at 27 July (closing balance) AND brought down at 28 July (opening balance). 
Note: 

You do not need to adjust the accounts in Section 1.

(d) 
Complete the bank reconciliation statement as at 27 July.  

Note: 

Do not make any entries in the shaded boxes.

	Bank reconciliation statement as at 27 July 2009

	Balance per bank statement
	£

	Add:
	

	Name:
	£

	Name:
	£

	Total to add
	£

	Less:
	

	Name:
	£

	Name:
	£

	Total to subtract
	£

	Balance as per cash book
	£


Task 2.19

On 24 July Gold Ltd made a delivery to Wrester plc (customer account WR627) of 200 bexells (product code RB5124).

(a)
Complete the invoice below based on a unit price of £27.50 each plus VAT at 17.5%.

	Gold Ltd

14 High Street, Darton, DF11 4GX

VAT Registration No. 298 3827 04



	
	Customer account code:
	
	

	
	Wrester plc

92-96 Farm Trading Estate

Kingstown

PE7 5CV

Invoice No. 10456


	
	Date:
	
	

	
	
	
	
	
	
	
	

	
	Product description
	Quantity
	Product code
	Net

£
	VAT

£
	Gross

£
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


	(b)
	Which TWO of the following checks would be made before the invoice is authorised?
	

	
	Check the goods received note created by the customer.
	

	
	Check the calculations on the invoice are correct.
	

	
	Check the delivery note signed by the customer.
	

	
	Check that the customer's balance is zero.
	


Task 2.20
Data

Gold Ltd received the invoice below from a supplier Drizzle plc. On checking its records, Gold Ltd finds that it received one delivery from Drizzle plc in July, but it was for 150 units of product GF0002, priced at £7.20 per unit plus VAT. 

Today's date is 22 July 2009.

	Drizzle plc

56-60 Highfield Industrial Estate, Newland, BR9 3AL

VAT Reg No. 879  8494 888

Invoice number 657651

______________________________________________________________________________________

18 July 2009

To: Gold Ltd

14 High Street

Darton

DF11 4GX

Quantity

Description

Unit price (£)

£

150

Product FG2564

15.40

2,310.00

VAT @ 17.5%

404.25

Invoice total

2714.25

 



Task 2.20, continued

Complete the following letter by filling in the missing words.

	Gold Ltd

	14 High Street, Darton, DF11 4GX

	Drizzle plc

56-60 Highfield Industrial Estate, 

Newland 

BR9 3AL
	
	

	
	
	

	
	
	

	
	
	

	Date:
	
	
	
	
	

	
	
	
	
	

	Dear
	
	
	
	
	

	
	
	
	
	

	Your invoice number:
	
	
	
	

	
	
	
	

	Thank you for your invoice dated
	
	
	
	in respect of Product FG2564.

	
	
	
	
	

	Unfortunately we cannot
	
	
	that we have received these goods. We are therefore

	
	
	
	
	

	unable to
	
	
	your invoice.
	
	

	
	
	
	
	

	Could you please
	
	
	
	
	a copy of the signed delivery note or other

	
	
	
	
	

	
	
	of delivery. 
	

	
	
	
	

	This will then enable us to
	
	the matter further.
	

	
	
	
	

	Yours 
	
	
	
	

	
	
	
	
	

	Melanie Hipkiss
	
	

	
	
	

	
	
	


Model Answers
Source:

2003/2006 standards exam; June 2009 sitting

Contents:

Unit 30 Introductory Accounting (IAC)
AAT Diploma Pathway, Certificate Level 2 (2003/2006 standards)

Section 1 

Task 1.1  662

(a)

Subsidiary (sales) ledger
	Account name
	Amount £
	Debit


	Credit



	Barking plc 
	517 
	
	

	Osbot Ltd 
	9,729 
	 
	

	Rank & File 
	7,238 
	 
	

	Sunset plc 
	1,269
	 
	


(b)


Main ledger
	Account name
	Amount £
	Debit


	Credit



	Sales 
	15,960
	
	 

	VAT 
	2,793 
	
	 

	Sales ledger control 
	18,753 
	 
	



Task 1.25

(a) Subsidiary (purchases) ledger
	Account name
	Amount £
	Debit


	Credit



	Rydesdale & Co 
	611 
	
	

	Jeremend plc 
	1,128 
	 
	


(b) Main ledger

	Account name
	Amount £
	Debit


	Credit



	Purchases ledger control
	1,739
	
	

	Purchases returns 
	1,480 
	
	

	VAT 
	259 
	
	


Task 1.301

Main ledger
	Account name
	Amount £
	Debit


	Credit



	Purchases ledger control 
	180 
	 
	

	Discounts received 
	180 
	
	


Task 1.4
(a)

Main ledger

	Account name
	Amount £
	Debit


	Credit



	Bad debts 
	1,800
	 
	

	VAT 
	315 
	 
	

	Sales ledger control 
	2,115 
	
	 


	(b)

	

	Credit
	 



Task 1.5
Telephone

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	01 June
	Bank
	416
	30 June 
	Balance c/d 
	654

	26 June
	Bank
	238
	
	
	

	
	Total
	654 
	
	Total
	654 

	01 July 
	Balance b/d 
	654 
	
	
	


Discounts received

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June 
	Balance c/d 
	410 
	01 June
	Purchases ledger control
	180

	
	
	
	22 June
	Purchases ledger control
	230 

	
	Total
	410 (1)
	
	Total
	410 (1)

	
	
	
	01 July 
	Balance b/d
	410 


Task 1.6
(a)
Subsidiary (sales) ledger

	Account name
	Amount £
	Debit


	Credit



	FTC Ltd
	16,200 
	
	 


(b)
Main ledger

	Account name
	Amount £
	Debit


	Credit



	General expenses
	2000 
	 
	

	Rent 
	8,000 
	 
	

	Wages 
	3,850 
	 
	

	Travel expenses 
	800 
	 
	

	Sales ledger control 
	16,200 
	
	 

	VAT 
	350 
	 
	


Task 1.7
	Account name
	Amount £
	Debit


	Credit



	Cash/Bank  
	470 
	 
	

	Sales 
	400 
	
	 

	VAT 
	70 
	
	 


Task 1.8
	Account name
	Amount £
	Debit


	Credit



	Discounts received 
	67 
	 
	

	Suspense 
	67 
	
	 

	Motor expenses 
	175
	 
	

	Suspense 
	175 
	
	


Task 1.9
(a)

	Account name
	Amount £
	Debit


	Credit



	Purchases ledger control 
	700 
	 
	

	Sales ledger control
	700 
	
	 


(b)


	Account name
	Amount £
	Debit


	Credit



	Purchases ledger control 
	225 
	 
	

	Bank 
	225 
	
	 


(c)

	Account name
	Amount £
	Debit


	Credit



	Petty cash 
	52 
	 
	


	General expenses 
	52 
	
	 

	Petty cash 
	25 
	
	 

	General expenses 
	25 
	 
	



Task 1.10 694

	Account name
	Amount £
	Debit £
	Credit £

	Motor vehicles
	52,450
	52,450
	

	Stock
	24,419
	24,419
	

	Cash at bank
	5,874
	5,874
	

	Petty cash 
	42
	42
	

	Sales ledger control
	121,515
	121,515
	

	Purchases ledger control
	59,810
	
	59,810

	VAT owing to HM Revenue & Customs
	14,340
	
	14,340

	Capital
	24,786
	
	24,786

	Bank interest received
	326
	
	326

	Sales
	501,928
	
	501,928

	Sales returns
	15,866
	15,866
	

	Purchases
	197,433
	197,433
	

	Purchases returns
	2,087
	
	2,087

	Discounts received
	410
	
	410

	Discounts allowed
	975
	975
	

	Wages
	144,726
	144,726
	

	Motor expenses
	3,201
	3,201
	

	Travel expenses
	2,135
	2,135
	

	Insurance
	1,298
	1,298
	

	Rent and rates
	19,322
	19,322
	

	Telephone
	654
	654
	

	Bank charges
	555
	555
	

	Bad debts written off
	9,553
	9,553
	

	General expenses
	3,669
	3,669
	

	Totals
	
	603,687
	603,687


Section 2

Task 2.1
	Date
	Midway Bank plc
	£50 notes
	

	 1 July 2009


	Darton
	£20 notes
	 60

	
	
	£10 notes
	 20

	
	Account
	£5 notes
	

	
	Gold Ltd
	£2 coin
	 8

	
	
	£1 coin
	 7

	
	Paid in by
	50p coin
	

	
	Melanie Hipkiss
	Other coin
	

	
	
	Total cash
	 95

	
	
	Cheques, POs
	 270

	
	44-17-30  39103988  64
	Total
	£
	  365


Task 2.2 91

	Trade discount
	

	A discount given to customers who regularly do business with Gold Ltd
	 


	Bulk/quantity discount
	

	A discount given in respect of a particularly large order
	 


	Settlement discount
	

	A discount given to credit customers for prompt payment
	 



Task 2.3
(a)
When Gold Ltd takes delivery of items from a credit supplier it will raise a goods received note.  

(b)
Gold Ltd issues a statement of account to credit customers detailing recent transactions and    


the amount owing. 

(c)
When Gold Ltd pays a credit supplier by BACS it sends a remittance advice to indicate which 
items are being paid..
Task 2.4 8

	(a)
	
	

	
	Painting the administration offices
	 


	(b)
	
	

	
	Purchasing a car for a sales executive
	 


	(c)
	
	

	
	Capital expenditure
	 


Task 2.5
(a)
£217,000 
(b)
£25,550 

(c)
£12,425 
	(d)

	
	

	
	VAT on sales is credited to the VAT account
	 



Task 2.6
A manufacturing organisation buys raw materials and makes the goods that it sells to customers. 

Task 2.7
(a)
07643286
(b)
54-27-97 
Task 2.8
(a)


	Debit:
	Bank 

	Credit:
	Sales ledger control 


(b)
Direct debit 
Task 2.9  
	 (a)
	
	

	
	An invoice for £2,200
	


	(b)
	
	

	
	A debit balance of £1,700
	 


Task 2.10 844
	
	Yes


	No



	Invoice number 6008 for £1,047
	
	

	Invoice number 6052 for £2,698
	
	 

	Credit note number 159 for £150
	
	 

	Invoice number 6137 for £994
	
	 

	Invoice number 6162 for £693
	 
	

	Discount of £22
	 
	



Task 2.11 
	(a)
	
	

	
	Credit
	 

	(b)
	
	

	
	£76
	 

	(c)
	
	

	
	£24
	 

	(d)
	
	

	
	Debit
	 


	(e)
	
	

	
	Debit
	 


Task 2.12 
	(a)
	
	

	
	In invoice number order
	 

	(b)
	
	

	
	In customer order
	 


(c)

In date order

Or


In page number order.


Task 2.13 
	(a)
	
	

	
	No
	 

	(b)
	
	

	
	There was no contract formed as the work was to be completed free of charge.
	 


Task 2.14 
(a)
£5,201 
	(b)
	
	

	
	£1,754
	 


(c)
Zero 
Task 2.15 
	(a)
	
	

	
	the maximum amount of money he can owe at any one time
	

	(b)
	
	

	
	£3,100
	



Task 2.16 
	(a)
	
	

	
	A system that ensures sales invoices are created and entered in the accounting records in groups rather than singly
	

	(b)
	
	

	
	False
	 


Task 2.17 
ID: 852

	(a)
	
	Debit


	Credit



	
	Balance of creditors at 1 July
	£59,810
	
	 

	
	Purchases from credit suppliers
	£24,975
	
	

	
	Payments made to credit suppliers
	£22,645
	 
	

	
	Discount received
	£309
	 
	

	
	Goods returned to credit suppliers
	£511
	
	


	(b)
	
	

	
	£61,320 O/F
	


	(c)
	
£

	
	Balance on purchases ledger control account at 1 August
	61,320 

	
	Total of the subsidiary (purchases) ledger balances at 1 August
	55,162 

	
	Difference
	6,158 


	(d)
	
	

	
	A credit note was not entered in the purchases ledger control account
	 


Task 2.18 
(a) - (c)

Cash-book
	Date 2009
	Details
	Bank £
	Date 2009
	Cheque

number
	Details
	Bank £

	01 July
	Balance b/f
	5,874
	01 July
	001009
	Rodders plc
	617

	12 July
	Remble plc
	1,298
	06 July
	001010
	Crill Ltd
	2,063

	23 July
	Tant Ltd
	12,542
	09 July
	001011
	Mark Oster & Co
	5,442

	24 July
	List & Flain
	711
	14 July
	
	ISI Insurance
	250

	16 July 
	Elliotts 
	6,752 
	15 July
	001012
	Zinster plc
	955

	
	
	
	22 July
	001013
	Walls Trading
	   1,079

	
	
	
	10 July 
	
	Humbold & Co 
	200 

	
	
	
	19 July 
	
	Darton Council 
	350 

	
	
	
	25 July 
	
	Bank charges 
	46 

	
	
	
	27 July 
	
	Balance c/d 
	16,175 

	
	
	27,177 
	
	
	
	27,177 

	28 July 
	Balance b/d 
	16,175 
	
	
	
	


 (d) 

	Bank reconciliation statement as at 27 July 2009

	Balance per bank statement
	 £5,940

	Add:
	

	Name: Tant Ltd 
	 £12,542

	Name: List & Flain 
	 £711

	Total to add
	 £13,253

	Less:
	

	Name: Crill Ltd 
	 £2,063

	Name: Zinster plc 
	 £955

	Total to subtract
	 £3,018

	Balance as per cash book
	 £16,175


Task 2.19

(a)

	Gold Ltd

14 High Street, Darton, DF11 4GX

VAT Registration No. 298 3827 04

Wrester plc
Customer account code:WR627 
92-96 Farm Trading Estate

Kingstown

PE7 5CV

Invoice No. 10456

Date: 24 July 2009   

	
	
	
	
	
	
	
	

	
	Product description
	Quantity
	Product code
	Net

£
	VAT

£
	Gross

£
	

	
	Bexells 
	200 
	RB5124 
	5,500
	962.50 
	6,462.50 
	

	
	
	
	
	
	
	
	


	(b)
	
	

	
	Check the calculations on the invoice are correct.
	 

	
	Check the delivery note signed by the customer.
	 



Task 2.20 

	Gold Ltd

	14 High Street, Darton, DF11 4GX

	Drizzle plc

56-60 Highfield Industrial Estate, 

Newland 

BR9 3AL
	
	

	
	
	

	
	
	

	
	
	

	Date:
	22 July 2009 
	
	
	

	
	
	
	
	

	Dear
	Sir 
	
	
	
	

	
	
	
	
	

	Your invoice number:
	657651 
	
	
	

	
	
	
	

	Thank you for your invoice dated
	18 July 
	in respect of Product FG2564.

	
	
	
	
	

	Unfortunately we cannot
	find any evidence 
	that we have received these goods. 

	
	
	
	
	

	We are therefore unable to
	process 
	your invoice.

	
	
	
	
	

	Could you please
	send 
	a copy of the signed delivery note or other

	
	
	
	
	

	
	proof 
	of delivery. 
	

	
	
	
	

	This will then enable us to
	investigate 
	the matter further.
	

	
	
	
	

	Yours 
	faithfully 
	
	

	
	
	
	
	

	Melanie Hipkiss
	
	

	
	
	

	
	
	


Support book Part 2
Questions

Source:

2003/2006 standards exam; December 2009 sitting

Contents:

Unit 30 Introductory Accounting (IAC)
AAT Diploma Pathway, Certificate Level 2 (2003/2006 standards)

Tuesday 1 December 2009 (afternoon)

Time allowed - 3 hours plus 15 minutes’ reading time

Please complete the following information in BLOCK CAPITALS:

This exam paper is in TWO sections.  

You must show competence in BOTH sections. So, try to complete EVERY task in BOTH sections.

Section 1 contains 10 tasks and Section 2 contains 20 tasks.

You should spend about 75 minutes on Section 1 and 105 minutes on Section 2.

There is blank space for your workings on pages 11, 26 and 27, but you should include all essential workings and calculations in your answers.

Both sections are based on the business described below.

Introduction

· Roland Reid is the owner of Box It, a business that supplies packaging materials.

· You are employed by the business as a bookkeeper.

· The business uses a manual accounting system.

· The VAT rate is 17.5%.

· Double entry takes place in the main (general) ledger. Individual accounts of debtors and creditors are kept in subsidiary ledgers as memorandum accounts.

· Bank payments and receipts are recorded in the cash book, which is part of the double entry system.

· Assume today’s date is 30 November 2009 unless you are told otherwise.

Section 1 – Double entry bookkeeping and trial balance

You should spend about 75 minutes on this section.

Note:  

Show your answer with a tick, words or figures, as appropriate.
Task 1.1

The following credit transactions all took place on 30 November and have been entered into the purchases returns day-book as shown below. No entries have yet been made in the ledgers.

Purchases returns day-book
	Date 2009
	Details
	Credit note number
	Total £
	VAT £
	Net £

	30 November
	B J Hinds Ltd
	1499
	2,115
	315
	1,800

	30 November
	L B Cards
	PO1098
	470
	70
	400

	30 November
	CMC Ltd
	209
	846
	126
	720

	30 November
	Bhandal Boards
	1104
	188
	28
	160

	
	Totals
	
	3,619
	539
	3,080


(a)
What will be the entries in the subsidiary (purchases) ledger?

Subsidiary (purchases) ledger
	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


(b)
What will be the entries in the main ledger?
Main ledger
	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.2

Sales invoices have been prepared and partially entered in the sales day-book, as shown below. 
(a)
Complete the entries in the sales day-book by inserting the appropriate figures for each invoice.

(b)
Total the columns of the sales day-book.

Sales day-book

	Date 2009
	Details
	Invoice number
	Total £
	VAT £
	Net £

	30 November
	Hanley Packaging
	3105
	
	
	15,000

	30 November
	Crawley Cartons
	3106
	3,055
	
	

	
	Totals
	
	
	
	


Task 1.3

Refer to the sales day-book in Task 1.2.

(a)
What will be the entries in the subsidiary (sales) ledger?

Subsidiary (sales) ledger
	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


(b)
What will be the entries in the main ledger?
Main ledger
	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.4

A credit customer, Bell & Bowen Ltd, has ceased trading, owing Box It £1,360 plus VAT.

What will be the accounting entries needed in the main ledger to write off the net amount and VAT?

	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.5

On 30 November the opening balance in the Loan from bank account was £5,000. The same day Box It made a repayment of £300 by standing order.

Make the necessary entries in the Loan from bank account to:
(a) record the opening balance

(b) record the bank payment

(c) total the account, showing clearly the balance carried down at 30 November (closing) and brought down at 1 December (opening).

Loan from bank

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Task 1.6

The following transactions all took place on 30 November and have been entered in the cash-book as shown below. No entries have yet been made in the ledgers. 

Cash-book

	Date 2009
	Details
	Bank £
	Date 2009
	Details
	VAT £
	Bank £

	30 Nov

30 Nov

30 Nov


	Balance b/d

Rent received (Ignore VAT)

Balance c/d 
	5,236

705

5,521

 
	30 Nov

30 Nov

30 Nov

30 Nov


	Office expenses

Insurance

GTB Ltd (creditor)

Layton Packaging (creditor)
	14


	94

400

8,600

2,368

	
	
	
	
	
	
	
	
	
	

	
	
	
	11,462   
	
	
	
	14
	
	11,462

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	1 Dec
	Balance b/d
	
	
	
	5,521


(a) What will be the entries in the subsidiary (purchases) ledger?

Subsidiary (purchases) ledger

	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


(b)       What will be the entries in the main ledger?
	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.7

A cheque has been received from a credit customer, Reece Removals, for £376. The full amount of the invoice was £400, but a discount was given for early settlement.

What will be the entries in the main ledger to record the discount?

	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


Task 1.8

Box It has purchased goods for £200 plus VAT from a supplier who does not offer a credit account.

What will be the entries in the accounting records of Box It to record this transaction? 

	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.9 
Record the journal entries needed in the main ledger to deal with the items below. 
You do not need to give dates and narratives.
(a) A bank payment of £75 for insurance has not been entered into the accounts.

	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


(b) Miscellaneous expenses of £256 have been entered in the insurance account.

	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.9 (continued)
(c) There is a debit balance of £750 in the suspense account. The following two errors have now been discovered.

· A cash sale of £330 has been duplicated in the cash book. The other entries are correct.

· Office expenses of £1,200 have been entered in the office expenses account as £120.

Note: You should remove any incorrect entries, and then post the correct entries.

	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Task 1.10
Below is a list of balances to be transferred to the trial balance as at 30 November 2009. 

Place the figures in the debit or credit column, as appropriate, and total each column.

	Box It

Trial balance as at 30 November 2009

	
	
	Dr £
	Cr £

	Motor vehicles
	34,536
	
	

	Fixtures and fittings
	17,350
	
	

	Stock
	7,300
	
	

	Bank overdraft
	5,521
	
	

	Petty cash control
	100
	
	

	Sales ledger control
	100,625
	
	

	Purchases ledger control
	56,119
	
	

	VAT owing to HM Revenue and Customs
	8,300
	
	

	Capital
	28,768
	
	

	Loan from bank
	4,700
	
	

	Sales
	218,255
	
	

	Purchases
	112,250
	
	

	Purchases returns
	6,780
	
	

	Bank interest received
	380
	
	

	Rent received
	3,100
	
	

	Discounts allowed
	1,368
	
	

	Wages
	25,700
	
	

	Motor expenses
	3,354
	
	

	Office expenses
	18,444
	
	

	Heat and light
	2,155
	
	

	Insurance
	3,165
	
	

	Bad debts
	3,200
	
	

	Bank interest paid
	156
	
	

	Miscellaneous expenses
	2,220
	
	

	Total
	
	
	


Section 2 – Tasks and questions

You should spend about 105 minutes on this section.

Notes:

· You do not need to adjust any accounts in Section 1 as part of any of the following tasks.

· Show your answer with a tick, words or figures, as appropriate.
Task 2.1 
The following standing order mandate is for fixtures and fittings that Box It bought on interest-free credit from BTK Ltd.

	BANK STANDING ORDER MANDATE

To:  Wisley Heath Bank,  High Street, Wisley, WX4 8RB                       Sort code: 26-49-50

Please set up a standing order and debit our account number 12873092:

                                                  Amount: £400 per month 

                                                  First payment: 10 December 2009 

                                                  Last payment: 10 November 2010

                                                  Pay to: BTK Ltd 

                                                               Account number 39821092

                                                               Global Bank plc

                                                               Sort code 20-40-36

Signed: R Reid

Box It, 26 Concorde Way, Wisley, WX4 9DV




(a) A deposit of £1,200 has already been paid by cheque.  What is the full cost of the fixtures and fittings, including deposit and monthly payments? Ignore VAT.

	£

	Workings


(b) Will BTK Ltd be a debtor or creditor in the accounting records of Box it?

                        (
	Debtor
	

	Creditor
	



Task 2.2 
The following accounts appear in Box It’s trial balance.

Show whether each account is an asset, expense, income or liability account.

	Account name
	Asset

(
	Expense

(
	Income

(
	Liability

(

	Bank overdraft
	
	
	
	

	Fixtures and fittings
	
	
	
	

	Insurance
	
	
	
	

	Bank interest received
	
	
	
	

	Sales ledger control 
	
	
	
	


Task 2.3 
This is a summary of payroll transactions for November.

Show whether each item is paid to the employee, HM Revenue & Customs (HMRC), the pension provider or none of these.
	
	Paid to employee
(
	Paid to HMRC
(
	Paid to pension provider
(
	None of these
(

	Trade union fees
	
	
	
	

	Net pay
	
	
	
	

	Employer’s NIC
	
	
	
	

	Employee’s NIC
	
	
	
	

	Employer’s pension contribution
	
	
	
	

	Employee’s pension contribution
	
	
	
	


Task 2.4 

Match the following documents to the most appropriate filing method.  You should use each filing method once only.

	Documents
	Alphabetical

(
	Date order

(
	Subject order

(

	Bank statements
	
	
	

	Purchases invoices
	
	
	

	Insurance policies
	
	
	


Task 2.5 
Show whether each of the following items are capital or revenue expenditure by placing a tick in ONE column for each item.

	
	Capital expenditure

(
	Revenue expenditure

(

	Purchase of paper for the printer
	
	

	Purchase of a letterbox for the office door
	
	

	Cost of building an extension to the office
	
	

	Cost of building an extension to the factory
	
	


Task 2.6 
A cheque previously received from a credit customer for £2,000 has now bounced (been dishonoured by the bank).

What will be the accounting entries in the main ledger of Box It to record this bounced cheque?

	Account name
	Amount £
	Debit

(
	Credit

(

	
	
	
	

	
	
	
	


Task 2.7 
Box It has been offered a 2% settlement discount if a purchases invoice for £8,000 plus VAT is paid within 10 working days.

Note:  It is important to show your workings.

(a)
What will be the total amount payable if the discount is taken?  

	£

	Workings:




(b)
What will be the total amount payable if the discount is NOT taken?

	£

	Workings:




Task 2.8
Show what document Box It would issue for EACH of the following activities.

You should tick each column once only.
	Activity
	Goods returned note

(
	Delivery note

(
	Statement of account

(
	Remittance advice note

(
	Goods received note

(

	Receiving faulty goods returned from a customer
	
	
	
	
	

	Sending goods to a customer
	
	
	
	
	

	Returning faulty goods to a supplier
	
	
	
	
	

	Sending a cheque to a supplier
	
	
	
	
	

	Listing invoices outstanding from a customer
	
	
	
	
	


Task 2.9

This is a summary of petty cash transactions in November.


£

Opening balance on 1 November
150
Cash from bank on 1 November to restore the imprest level
50



Payment made for window cleaning
26

Payment made for postage stamps
58

Payment made for envelopes
33
(a)
What will be the balance on the petty cash account on 30 November?

	£


(b)
Will the balance brought down on 1 December be a debit or credit entry in the petty cash account?

                                                                               (
	Debit
	

	Credit
	


(c)
What will be the amount required to restore the imprest level on 1 December?

	£


(d)
Will the amount restored be a debit or credit entry in the petty cash account?

                                                                               (
	Debit
	

	Credit
	


Task 2.10

Box It is preparing to send cheques to suppliers.  This is a summary of one supplier’s account, Landex Ltd, in the subsidiary (purchases) ledger.
Landex Ltd

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Sept
	Bank
	1,515
	1 Sept
	Purchases
	1,720

	30 Sept
	Discounts received
	205
	16 Sept
	Purchases
	1,580

	30 Oct
	Bank
	376
	19 Sept
	Purchases
	376

	30 Nov
	Purchases returns
	200
	20 Oct
	Purchases
	88

	
	
	
	19 Nov
	Purchases
	1,986


(a)
What are the balances on the above account at the end of September, October and November?               
	Month
	Balance £

	Balance of account at end of September
	

	Balance of account at end of October
	

	Balance of account at end of November
	


(b)
Name TWO payment methods Box It could use instead of cheques.

	1.

	2.


Task 2.11

Box It has received a cheque from a customer, Pearson Papers. 

Pearson Papers banks with Midwest Bank and Box It banks with Wisley Heath Bank. 
(a)
Who is the payee?





















          (
	Box It
	

	Pearson Papers
	

	Midwest Bank
	

	Wisley Heath Bank
	


(b)
Who is the drawer?





















        (
	Box It
	

	Pearson Papers
	

	Midwest Bank
	

	Wisley Heath Bank
	


Task 2.12

Box It never places orders with suppliers by telephone.
What would be the most appropriate method of placing orders in each of the following cases?
You should tick each column once only.
	Cases
	E-mail

(
	Post

(
	In person

(

	Placing an order with an overseas customer
	
	
	

	Placing an urgent order with a local supplier for immediate collection
	
	
	

	Placing a non urgent order with a local supplier
	
	
	


Task 2.13

A friend purchased a new printer for personal use at home, and returned it two weeks later as it was faulty.

(a)
Is your friend entitled to a refund?

            Yes      /       No

(b)
Show the reason for your answer by selecting ONE of the options below.
	Reason
	(

	The Sale of Goods Act states that refunds must be given on request.
	

	The Sale of Goods Act states that refunds can only be given on business purchases.
	

	The Sale of Goods Act states that goods must be of a satisfactory quality.
	

	The Sale of Goods Act states that faulty goods must be returned within 10 days of purchase.
	


Task 2.14

Box It has purchased a new desk for £517 including VAT.

(a) What is the cost of the desk excluding VAT?

	£

	Workings:




(b) What is the VAT amount?

	£

	Workings:




Task 2.15

Box It allows all of its credit customers a credit limit of 20% of the value of orders placed in the previous year.

Complete the table below by:

· inserting the credit limit for EACH customer in column 3

· inserting the amount available to spend by EACH customer in column 5.
	Customer


	Value of orders placed

in previous year

£


	Credit limit

£


	Amount outstanding

in sales ledger

£
	Amount available to spend

£

	C B Signs 
	13,000
	2,600
	2,000
	600

	Ellis & Earl
	4,290
	
	500
	

	Furlow Ltd
	18,640
	
	1,576
	

	Hampton Haulage
	2,980
	
	375
	


Task 2.16

Box It uses a batch processing system for entering transactions into the accounting records.
Which ONE of the activities below best describes a batch processing system?

	Activity
	  (

	Entering purchase invoices as they arrive
	

	Totalling sales invoices at the end of every week and then entering them
	

	Recording product codes on invoices 
	

	Placing bar codes on products
	


Task 2.17

A summary of transactions with credit customers during November 2009 is shown below.

(a)
Show whether each entry will be a debit or credit in the sales ledger control account in the main ledger.

Sales ledger control account

	Details
	Amount £
	Debit

(
	Credit

(

	Balance of debtors at 1 November 2009
85,29




	98,376
	
	

	Goods sold on credit
	32,287
	
	

	Money received from credit customers
	23,071
	
	

	Goods returned by credit customers
	4,479
	
	

	Bad debt written off
	2,888
	
	

	Journal to correct an error (debit entry)
	400
	
	


(b)
What will be the balance of debtors on 1 December on the above account?

                                                                                                                                                            (
	£96,927
	

	£106,401
	

	£100,625
	

	£99,825
	


The balances in the subsidiary (sales) ledger on 1 December totalled £98,550.
(c)
What is the difference between the total of the balances in the subsidiary (sales) ledger and  the sales ledger control account balance you have calculated in part (b)?

	£

	Workings:




(d)
Identify the TWO reasons, either of which might have caused the difference.













  (
	Settlement discount has been omitted from the subsidiary (sales) ledger.
	

	Goods returned have been overstated in the subsidiary (sales) ledger.
	

	The journal of £400 has been omitted from the subsidiary (sales) ledger.
	

	Money received from customers has been overstated in the subsidiary (sales) ledger.
	

	Money received from customers has been understated in the subsidiary (sales) ledger.
	

	Sales to credit customers have been overstated in the subsidiary (sales) ledger.
	

	Trade discounts have not been included in the subsidiary (sales) ledger.
	


Task 2.18 
On 27 November, Box It received the following bank statement as at 25 November.

	Wisley Heath Bank

High Street

Wisley

WX4 8RB

Sort code: 26-49-50

           

	To:       
	Box It   
	Account no:
	12873092
	Date:
	25 November 2009

	STATEMENT OF ACCOUNT

	Date 2009
	Details
	Paid out £
	Paid in £
	Balance £
	

	01 Nov
	Balance b/f
	
	
	736
	C

	05 Nov
	Cheque 142805
	588
	
	148
	C

	09 Nov
	Bank Giro Credit – CCC Ltd
	     
	1,364
	1,512
	C

	19 Nov
	Cheque 142807
	3,700
	
	2,188
	D

	21 Nov
	Direct Debit – Property Rental
	1,000
	
	3,188
	D

	24 Nov
	Bank Giro Credit – Bags and Bobs
	
	1,287
	1,901
	D

	25 Nov
	Bank Giro Credit – L & L Box
	
	3,000
	1,099
	C

	25 Nov
	Direct Debit – GTM Ltd
	125
	
	974
	C

	25 Nov
	Cheque 142808
	878
	
	96
	C

	
	
	
	
	
	

	D = Debit  C = Credit


The cash book as at 27 November is shown below.

Cash-book
	Date 2009
	Details
	Bank £
	Date 2009
	Cheque no.
	Details
	Bank £

	01 Nov
	Balance b/f
	2,100
	01 Nov
	142805
	PCL Ltd
	   588

	20 Nov
	Timothy Foster
	1,000
	03 Nov
	142806
	Chester Lee
	   900

	24 Nov
	Richards Ltd
	5,000
	25 Nov
	142807
	T Baxter
	3,700

	24 Nov
	S Michael 
	9,600
	25 Nov
	142808
	Glover Supplies
	878

	
	
	
	
	
	
	

	
	
	
	
	
	
	   

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Task 2.18, continued

(a) 
Check the items on the bank statement against the items in the cash book.

(b)
Update the cash book as needed.

(c)
Total the cash book and clearly show the balance carried down at 27 November (closing balance) AND brought down at 28 November (opening balance). 
Note: 

You do not need to adjust the accounts in Section 1.

(d) 
Using the information on page 22, prepare a bank reconciliation statement as at 
27 November.  

Note: 

Do not make any entries in the shaded boxes.

You may not need to use all the lines.

	Bank reconciliation statement as at 27 November 2009

	Balance per bank statement
	£

	Add:
	

	Name:
	£

	Name:
	£

	Name:
	£

	Name:
	£

	Total to add
	£

	Less:
	

	Name:
	£

	Name:
	£

	Name:
	£

	Name:
	£

	Total to subtract
	£

	Balance as per cash book
	£


Task 2.19

On 1 December goods were despatched from Box It, to a credit customer. The goods were small flat pack boxes, product code FPB106.  

Complete the invoice below by inserting the relevant details in the column on the right.

	Box It

26 Concorde Way
Wisley

WX4 9DV
VAT registration number 9820 3098 00



	Wronski Products

39 Lower Lee Road

Wisley

WX6 3TG



	Invoice No 3107
	Date:

	4,000 …… Flat pack boxes  
                  Size: small
                  at £400 per 1,000      
	Product code:

	List price

	£

	Less 5% bulk discount

	£

	Net price after bulk discount


	£

	VAT at 17.5%

	£

	Amount payable


	£

	Terms: Net monthly account


Task 2.20 

On 1 December, Box It received invoice number 10985 from a supplier which contained the following two errors.

· The goods were charged at £1,800 plus VAT instead of the agreed amount of £1,700 plus VAT.

· The payment terms shown were net monthly account, instead of the agreed 3% early settlement discount. 
Complete the following letter, ready for Roland Reid to sign, by filling in the missing words.

	Box It

26 Concorde Way

Wisley

WX4 9DV

Telephone: 09827 298176

Haldo Papers

108 First Avenue

Wisley

WX6 5RT

1  December 2009

Dear Sir or Madam
Your Invoice Number ______________ 

_____________________  for the above invoice, received today.  

However, we are unable to ____________________  this invoice as it contains two errors. 

The price of the goods is shown as £ _____________ plus VAT, but the agreed price was

£ ____________ plus VAT.

The payment terms offered are shown as _______________________________________  on the invoice, 
instead of the agreed early settlement discount of ___________________ .

Please let us have your ______________________ to cancel this invoice, and send us a correct invoice by return.

Yours ________________

__________________________________________



Model Answers
Source:

2003/2006 standards exam; June 2009 sitting

Contents:

Unit 30 Introductory Accounting (IAC)
AAT Diploma Pathway, Certificate Level 2 (2003/2006 standards)

Section 1 – Double entry bookkeeping and trial balance

Note:
Task 1.1662

(a)

Subsidiary (purchases) ledger
	Account name
	Amount £
	Debit

(
	Credit

(

	B J Hinds Ltd 
	2,115 
	( 
	

	L B Cards 
	470 
	(
	

	CMC Ltd 
	846
	( 
	

	Bhandal Boards 
	188
	( 
	


(b)


Main ledger
	Account name
	Amount £
	Debit

(
	Credit

(

	Purchases ledger control 
	3,619 
	( 
	

	Purchases returns  
	3,080 
	
	(

	VAT 
	539 
	
	( 



Task 1.2
Sales day-book

	Date 2009
	Details
	Invoice number
	Total £
	VAT £
	Net £

	30 November
	Hanley Packaging
	3105
	17,625 
	2,625
	15,000

	30 November
	Crawley Cartons
	3106
	3,055
	455
	2,600

	
	Totals
	
	20,680
	3,080
	17,600


6
Task 1.3
(a) Subsidiary (sales) ledger
	Account name
	Amount £
	Debit

(
	Credit

(

	Hanley Packaging 
	17,625 
	( 
	

	Crawley Cartons 
	3,055 
	(
	


(b) Main ledger

	Account name
	Amount £
	Debit

(
	Credit

(

	Sales ledger control 
	20,680 
	( 
	

	Sales 
	17,600 
	
	( 

	VAT 
	3,080 
	
	(


Task 1.4
	Account name
	Amount £
	Debit

(
	Credit

(

	Bad debts 

	1,360 
	(
	

	VAT 
	238 
	(
	

	Sales ledger control 
	1,598 
	
	( 



Task 1.5
Loan from bank

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov 
	Bank 
	300
	30 Nov
	Balance b/f 
	5,000 

	30 Nov 
	Balance c/d 
	4,700 
	
	
	

	
	Total
	5,000 
	
	Total
	5,000

	
	
	
	01 Dec 
	Balance b/d 
	4,700 


Task 1.6
(a)
Subsidiary (purchases) ledger

	Account name
	Amount £
	Debit

(
	Credit

(

	GTB Ltd 
	8,600 
	( 
	

	Layton Packaging 
	2,368 
	( 
	


(b)
Main ledger

	Account name
	Amount £
	Debit

(
	Credit

(

	Office expenses
	80 
	( 
	

	VAT
	14 
	( 
	

	Insurance 
	400 
	( 
	

	Purchases ledger control 
	8,600 
	( 
	

	Purchases ledger control 
	2,368 
	(
	

	Rent received 
	705 
	
	( 


Task 1.7
	Account name
	Amount £
	Debit

(
	Credit

(

	Discounts allowed 
                               
	24 
	( 
	

	Sales ledger control 
	24 
	
	( 


Task 1.8 732

	Account name
	Amount £
	Debit

(
	Credit

(

	Purchases 
	200
	( 
	

	VAT 
	35 
	( 
	

	Bank 
	235 
	
	( 


Task 1.9
 (a)

	Account name
	Amount £
	Debit

(
	Credit

(

	Insurance 
	75 
	(
	

	Bank
	75 
	
	(


(b)


	Account name
	Amount £
	Debit

(
	Credit

(

	Miscellaneous expenses 
	256 
	( 
	

	Insurance 
	256 
	
	( 


(c)

	Account name
	Amount £
	Debit

(
	Credit

(

	Suspense 
	330 
	( 
	

	Bank/Cash book/Cash 
	330
	
	( 

	Office expenses
	1,200 
	( 
	

	Suspense 
	1,200 
	
	(

	Suspense 
	120 
	(
	

	Office expenses 
	120
	
	( 



Task 1.10 694

	Account name
	Amount £
	Debit £
	Credit £

	Motor vehicles
	34,536
	34,536
	

	Fixtures and fittings
	17,350
	17,350
	

	Stock
	7,300
	7,300
	

	Bank overdraft
	5,521
	
	5,521

	Petty cash control
	100
	100
	

	Sales ledger control
	100,625
	100,625
	

	Purchases ledger control
	56,119
	
	56,119

	VAT owing to HM Revenue and Customs
	8,300
	
	8,300

	Capital
	28,768
	
	28,768

	Loan from bank
	4,700
	
	4,700

	Sales
	218,255
	
	218,255

	Purchases
	112,250
	112,250
	

	Purchases returns
	6,780
	
	6,780

	Bank interest received
	380
	
	380

	Rent received
	3,100
	
	3,100

	Discounts allowed
	1,368
	1,368
	

	Wages
	25,700
	25,700
	

	Motor expenses
	3,354
	3,354
	

	Office expenses
	18,444
	18,444
	

	Heat and light
	2,155
	2,155
	

	Insurance
	3,165
	3,165
	

	Bad debts
	3,200
	3,200
	

	Bank interest paid
	156
	156
	

	Miscellaneous expenses
	2,220
	2,220
	

	Total
	
	331,923
	331,923


Section 2
Task 2.1 

(a) £6,000 (£1,200 + £4,800) 

(b) Creditor 

.













Task 2.2 

	Account name
	Asset

(
	Expense

(
	Income

(
	Liability

(

	Bank overdraft
	
	
	
	(

	Fixtures and fittings
	(
	
	
	

	Insurance
	
	(
	
	

	Bank interest received
	
	
	(
	

	Sales ledger control
	(
	
	
	


Task 2.3 

	
	Paid to employee

(
	Paid to HMRC

(
	Paid to pension provider

(
	None of these

(

	Trade union fees
	
	
	
	(

	Net pay
	(

	
	
	

	Employer’s NIC
	
	(

	
	

	Employee’s NIC
	
	(

	
	

	Employer’s pension contribution
	
	
	(

	

	Employee’s pension contribution
	
	
	(

	


Task 2.4 

	Documents
	Alphabetical

(
	Date order

(
	Subject order

(

	Bank statements
	
	(
	

	Purchases invoices
	(
	
	

	Insurance policies
	
	
	(



Task 2.5

	
	Capital expenditure

(
	Revenue expenditure

(

	Purchase of paper for the printer
	
	(


	Purchase of a letterbox for the office door
	
	(


	Cost of building an extension to the office
	(

	

	Cost of building an extension to the factory
	(

	


Task 2.6 

	Account name
	Amount £
	Debit

(
	Credit

(

	Sales ledger control 
	2,000
	(

	

	Bank 
	2,000
	
	(



Task 2.7 

a) £9,212 (£8,000 – 2% = £7840 + 17.5% (£1,372) 
b) £9,372 (£8,000 + £1,372)
Task 2.8 

	Activity
	Goods returned note

(
	Delivery note

(
	Statement of account

(
	Remittance advice note

(
	Goods received note

(

	Receiving faulty goods returned from a customer
	
	
	
	
	(


	Sending goods to a customer
	
	(

	
	
	

	Returning faulty goods to a supplier
	(
	
	
	
	

	Sending a cheque to a supplier
	
	
	
	(

	

	Listing invoices outstanding from a customer
	
	
	(

	
	


Task 2.9 

(a)
	£ 83 


(b)

	Debit
	(


(c)
	£ 117 


	(d)
Debit
	(


Task 2.10 

(a)

	Month
	Balance 

£

	Balance of account at end of September
	1,956

	Balance of account at end of October
	1,668

	Balance of account at end of November
	3,454


(b) Any two from:
Direct debit 

Bankers draft 

Cash

Task 2.11 












        (
	Box It
	(














         (
	Pearson Papers 
	(


Task 2.12 
	Cases
	       E-mail

(
	Post

(
	In person

(

	Placing an order with an overseas customer
	(
	
	

	Placing an urgent order with a local supplier for immediate collection
	
	
	(

	Placing a non urgent order with a local supplier
	
	(
	


Task 2.13 
(a)
Yes
(b)

	The Sale of Goods Act states that goods must be of a satisfactory quality
	(


Task 2.14 
(a) £440 (£517/117.5 x 100) 
(b) £77 (£517/117.5 x 17.5) 
Task 2.15 
	Customer


	Value of orders placed

in previous year

£
	Credit limit

£
	Amount outstanding

in sales ledger

£
	Amount available to spend

£

	C B Signs 
	13,000
	2,600
	2,000
	600

	Ellis & Earl
	4,290
	858 
	500
	 358     

	Furlow Ltd
	18,640
	3,728 
	1,576
	 2,152 

	Hampton Haulage
	2980
	596 
	375
	 221 


Task 2.16 
	Totalling sales invoices at the end of every week and then entering them
	(


Task 2.17
(a)
Sales ledger control account

(a)

	Details
	Amount £
	Debit

(
	Credit

(

	Balance of debtors at 1 November 2009
85,29




	98,376
	(  
	

	Goods sold on credit
	32,287
	( 
	

	Money received from credit customers
	23,071
	
	( 

	Goods returned by credit customers
	4,479
	
	(

	Bad debt written off
	2,888
	
	( 

	Journal to correct an error (debit entry)
	400
	( 
	


(b)


	£100,625
	( 


(c)

	£  2,075  


(d)

	Settlement discount has been omitted from the subsidiary (sales) ledger.


	

	Goods returned have been overstated in the subsidiary (sales) ledger.


	(

	The journal of £400 has been omitted from the subsidiary (sales) ledger.


	

	Money received from customers has been overstated in the subsidiary (sales) ledger.


	(

	Money received from customers has been understated in the subsidiary (sales) ledger.


	

	Sales to credit customers have been overstated in the subsidiary (sales) ledger.


	

	Trade discounts have not been included in the subsidiary (sales) ledger.


	


Task 2.18 

Cash book

	Date 2009
	Details
	Bank £
	Date 2009
	Cheque number
	Details
	Bank £

	01 Nov
	Balance b/f
	2,100
	01 Nov
	142805
	PCL Ltd
	   588

	20 Nov
	Timothy Foster
	1,000
	03 Nov
	142806
	Chester Lee
	   900

	24 Nov
	Richards Ltd
	5,000
	25 Nov
	142807
	T Baxter
	3,700

	24 Nov
	S Michael 
	9,600
	25 Nov
	142808
	Glover Supplies
	878

	24 Nov
	Bags and Bobs
	1,287
	21 Nov 
	
	Property Rental
	1,000

	25 Nov
	L & L Box
	3,000
	25 Nov
	
	GTM Ltd
	 125

	
	
	
	
	
	
	

	
	
	
	27 Nov
	
	Balance c/d
	 14,796

	
	
	21,987
	
	
	
	21,987

	28 Nov
	Balance b/d
	14,796
	
	
	
	


	Bank reconciliation statement as at 27 November 2009

	Balance per bank statement
	£       96  

	Add:
	

	Name: Timothy Foster   
	£  1,000 

	Name: Richards Ltd 
	£  5,000  

	Name: S Michael  
	£  9,600 

	Total to add
	£15,600              

	Less:
	

	Name: Chester Lee 
	£     900 

	Total to subtract
	£     900 

	Balance as per cash book
	£14,796  


Task 2.19
	Box It

26 Concorde Way

Wisley

WX4 9DV

VAT registration number 9820 3098 00



	Wronski Products

39 Lower Lee Road

Wisley

WX6 3TG



	Invoice No 3107
	Date: 1 December 2009  

	4,000 …… Flat pack boxes  

                  Size: small

                  at £400 per 1,000

      
	Product code: FPB106  

	List price


	£1,600.00  

	Less 5% bulk discount


	£    80.00 

	Net price after bulk discount


	£1,520.00  

	VAT at 17.5%


	£   266.00  

	Amount payable
	£1,786.00  

	Terms: Net monthly account



Task 2.20 
	Box It

26 Concorde Way

Wisley

WX4 9DV

Telephone: 09827 298176

Haldo Papers

108 First Avenue

Wisley

WX6 5RT

1  December 2009

Dear Sir or Madam

Your Invoice Number  
Thank you for the above invoice, received today.  

However, we are unable to process this invoice as it contains two errors. 

The price of the goods is shown as £ 1,800 plus VAT, but the agreed price was £ 1,700 plus VAT.

The payment terms offered are shown as net monthly account on the invoice, instead of the agreed early settlement discount of 3%.

Please let us have your credit note to cancel this invoice, and a correct invoice, by return.

Yours faithfully 

Roland Reid 




Accounting Qualification

Chief Assessor’s report

Level 2 Certificate for Accounting

Technicians (QCF)

Introductory Accounting (IAC)
December 2009

General comments

Performance in this exam was pleasing. Candidates often produced excellent results in Section 1 whilst finding Section 2 a little more challenging. This is the usual pattern in IAC exams as Section 2 tests a much broader range of skills.  However, candidates should remember that success is required in both sections to achieve the unit and, therefore, should give sufficient attention to the topics covered in Section 2.

Section 1

Task 1.1 – 1.3

These tasks tested candidates’ ability to make entries in day-books, subsidiary and main ledgers.  Candidates performed well here but in 1.1 many candidates did not read the task sufficiently well and identified entries relevant to purchases rather than purchases returns. The day-book was clearly headed as purchases returns and named in the task data, in bold print.

Task 1.4

This task required candidates to write off a bad debt and in the main this was done well. A minority of candidates identified the sales account instead of the bad debts account, and carelessly identified the purchases ledger control account instead of sales ledger control account.

Task 1.5

This task tested candidates’ skills in making entries into a T account, including totaling and balancing the account. There were instances of reversal of entries and evidence that candidates struggled to balance the account. Balancing accounts will continue to be tested in both sections of this exam and so candidates should ensure they are adequately prepared.

Task 1.6

Here candidates are required to make entries from the cash book to the subsidiary and main ledgers.  Performance was mixed, as is usually the case in this type of task. The credit side of the cash book contained a VAT column and the most common mistake was to post the gross amount to the office expenses account, instead of the amount excluding VAT.

Task 1.7

This task required candidates to record entries in the main ledger relating to a discount given. Some candidates identified the transaction as a discount received, rather than discount allowed, and many had difficulty in identifying the sales ledger control account as the opposite entry.

Task 1.8

This task required candidates to record a cash purchase.  Candidates performed reasonably well with the most common mistake being to record entries in the purchases, VAT and purchases ledger control accounts, instead of the purchases, VAT and bank accounts.

Task 1.9

This task always tests candidates’ ability to record journal entries. In the main, the task was answered well but in part (c) candidates often failed to think carefully about the entries needed and carelessly identified the accounts as being suspense and cash sales, instead of suspense and cash.

Task 1.10

The final task in this section is always a trial balance, which was well answered. The most common mistake made here was for candidates to treat the bank figure as a debit, even though the account name in the trial balance clearly referred to a bank overdraft.

Section 2

Task 2.1

This task tested candidates’ knowledge of payments by standing order. Candidates were expected to calculate the total of payments made and identify whether the recipient would be a debtor or creditor. Whilst the task was answered well, there was a minority of candidates who failed to read the instructions carefully and miscalculated the total payments.

Task 2.2

Here candidates were tested on the classification of accounts as assets, expenditure, income or liability and were required to identify given accounts by ticking the appropriate column. The task was completed well by most candidates but a minority classified the sales ledger control account as income rather than an asset.

Task 2.3

This task tested candidates’ understanding of payroll transactions by asking them to identify whether certain payments were made to the employee, HMRC, or the pension provider. Although this is not usually a popular area with candidates, performance in this task was good.

Task 2.4

This task tested candidates’ knowledge of filing methods and required the candidate to suggest the most appropriate method of filing three documents. The majority of candidates performed well in this task.

Task 2.5

Capital and revenue expenditure was the topic for this task with candidates being required to identify the classification of four items. In the main this task was answered well.

Task 2.6

Candidates needed to know how to deal with a dishonoured cheque to successfully answer this question and most were able to do this.

Task 2.7

This task tested the candidates’ knowledge of the VAT treatment of settlement discounts and required candidates to calculate the amount payable if the discount was taken, and the amount payable if the discount was not taken. The task produced mixed results, but most candidates were able to achieve some success through the award of method marks. However, many failed to realise that the VAT amount payable would remain the same whether or not the discount was taken.

Task 2.8

Here candidates were tested on their knowledge of business documents and were asked to identify which document would be used in certain circumstances. Performance was mixed, with the most common mistake being to confuse the use of a statement of account with that of a remittance advice note.

Task 2.9

Petty cash was the subject of this task with candidates being asked to calculate a balance, the amount required to restore the imprest level, and identify debit or credit entries. 

For the most part, candidates completed this task well although there were candidates who failed to realise that the balance calculated in (a) and the amount calculated to restore the imprest in (c), should total the opening balance which represented the imprest level.

Task 2.10

This task featured a summary of an account in the subsidiary (purchases) ledger and asked candidates to identify balances at the end of each of three months, and identify two potential payment methods.  Performance in this task was mixed, the most common error being the omission of the balances brought forward in months two and three.

Task 2.11

This task tested knowledge of banking terms with candidates being asked to identify the payee and the drawer. Most candidates performed well in this task.

Task 2.12

This task tested candidates’ knowledge of different ways of placing orders with suppliers and in the main was answered well.

Task 2.13

This exam sitting’s law task featured the Sale of Goods Act.  Performance was mixed, but in the main candidates were able to identify that goods must be of a satisfactory quality.

Task 2.14

This task tested candidates’ ability to extract VAT  and the net cost from a VAT inclusive figure. Results were mixed, with a significant number of candidates submitting two answers that did not add up to the VAT inclusive figure given, a simple check that would have taken little time and confirmed the accuracy of the answers.

Task 2.15

In this task candidates were tested on their knowledge of credit limits and asked to apply that knowledge by calculating credit limits, and amounts available to spend. It was pleasing to note how well candidates performed in this task.

Task 2.16

This task tested the candidates’ knowledge of batch control, often a misunderstood topic. In the main candidates performed well.

Task 2.17

This task always tests the candidates’ ability to reconcile a control account and in this exam the control account featured was the sales ledger control account. There were some instances of reversal of entries in the control account and a minority of candidates were unable to calculate the difference between the control account balance and the subsidiary ledger balances correctly. The most difficult part of this task for most students was part (c) where the reasons for the difference have to be identified. Candidates should take a little more care over this part of the task and use the ample time allocated to consider each option carefully and eliminate the incorrect options one by one.

Task 2.18

This task requires candidates to update the cash book and produce a bank reconciliation statement. The opening bank statement balance did not match the opening cash-book balance because the bank giro credit from CCC Ltd for £1,364 was accounted for in October but not processed through the bank until November.  Whilst an opening balance mismatch is often a feature of this unit, at this sitting candidates had particular difficulty in knowing how to deal with it. 

Task 2.19

Here candidates are given the opportunity to show competence by completing a sales invoice with detail and amounts. Generally, performance was good, with the most common mistake being to add the VAT amount to the list price, rather than the net price after bulk discount. There was also a minority of candidates who were unable to calculate the list price from the information given.

Task 2.20

The final task tends to test candidates’ communication skills. Here candidates were required to complete gaps in a letter with appropriate words or phrases. Unusually, the first sentence began with a gap. The most appropriate words to insert were ‘thank you’, but this threw some candidates who inserted some very creative, but inappropriate, words and phrases.
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Time allowed - 3 hours plus 15 minutes’ reading time

This exam paper is in TWO sections.  

You must show competence in BOTH sections. So, try to complete EVERY task in BOTH sections.

Section 1 contains 6 tasks and Section 2 contains 10 tasks.

You should spend about 90 minutes on each section.

Against each task is the recommended time for that task, but please note that these times are guidelines only. 

There is blank space for your workings on pages 9, 12, 17, 22 and 23, but you should include all essential workings and calculations in your answers.

Both Sections 1 and 2 are based on the business described below.

Introduction

· Chris Parry is the owner of Parry Printing, a business that supplies printed stationery.

· You are employed by the business as a bookkeeper.

· The business uses a manual accounting system.

· The VAT rate is 17.5%.

· Double entry takes place in the main (general) ledger. Individual accounts of debtors and creditors are kept in subsidiary ledgers as memorandum accounts.

· Bank payments and receipts are recorded in the cash book, which is part of the double entry system.

· Assume today’s date is 30 June 2009 unless you are told otherwise.

Section 1 – processing exercise

You should spend about 90 minutes on this section.

Write your answers in the blank spaces provided. Please use the blank space on pages 9 and 12 to show your workings.

Data

The following balances are relevant to you at the start of the day on 30 June 2009:

	
	£

	Subsidiary (sales) ledger accounts
	

	Dixon & Day
	2,789

	JBD Ltd
	6,550

	Needham Print
	3,242

	S Storey
	8,918

	Main ledger accounts
	

	Motor vehicles
	17,650

	Sales
	275,643

	Sales returns



	1,400

	Sales ledger control

	160,398

	Capital
	1,000

	Motor expenses
	450

	Bad debts written off

	3,000

	VAT (credit balance)
	12,475


Task 1.1 (15 minutes)


Enter the opening balances shown above into the accounts on pages 6 – 8.
Data

The following transactions all took place on 30 June 2009 and have been entered into the relevant books of prime entry as shown below. No entries have yet been made into the ledger system. 

Sales day-book

	Date 2009
	Details
	Invoice number
	Total £
	VAT £
	Net £

	30 June

30 June

30 June

30 June
	Dixon & Day

JBD Ltd

Needham Print

S Storey
	1250

1251

1252

1253
	1,645

4,418

5,640

1,081
	245

658

840

161
	1,400

3,760

4,800

920

	
	Totals
	
	12,784
	1,904
	10,880


Sales returns day-book

	Date 2009
	Details
	Credit note number
	Total £
	VAT £
	Net £

	30 June

30 June
	JBD Ltd

Needham Print
	C300

C301
	376

799
	56

119
	320

680

	
	Totals
	
	1,175
	175
	1,000


Cash-book

	Date 2009
	Details
	Bank £
	Date 2009
	Details
	Bank £

	30 June

30 June
	Balance b/d

Capital introduced
	1,462

19,000

 
	30 June

30 June

30 June
	Motor vehicles (ignore VAT)

Motor expenses (ignore VAT)

Balance c/d
	5,000

812

14,650

	
	
	
	
	
	
	
	

	
	
	
	20,462   
	
	
	
	20,462

	
	
	
	
	
	
	
	

	1 July
	Balance b/d
	
	14,650
	
	
	
	   


Journal 

	Account name
	Dr £
	Cr £

	Bad debts written off
VAT

Sales ledger control

To write off an amount owing from P Smith Ltd.

Please note the entries have already been made to

write off the bad debt in the subsidiary ledger.


	200

35
	235

	Motor expenses
Motor vehicles

To correct an error
	50
	50


Task 1.2 (30 minutes) 

(a) From the day-books and cash-book, make the relevant entries into the accounts in the subsidiary (sales) ledger and main ledger shown on pages 6 – 8.

(b) From the journal, make the relevant entries into the accounts in the main ledger shown on pages 7 – 8.
Task 1.3 (15 minutes) 

Balance the accounts, showing clearly the balances carried down at 30 June (closing balance).

Task 1.4 (10 minutes)

Now enter the balances brought down at 1 July (opening balance), showing clearly the date and details, as well as the amount.

Subsidiary (sales) ledger 

Dixon & Day

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


JBD Ltd

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Needham Print

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


S Storey

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Main ledger

Motor vehicles

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Sales
	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Sales returns

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Sales ledger control

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Main ledger

Capital

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Motor expenses
	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Bad debts written off

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


VAT

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Task 1.5 (10 minutes) 

Transfer the balances that you calculated in tasks 1.3 and 1.4, and the bank balance, to the trial balance on page 11.

Data

Other balances to be transferred to the trial balance:


£

Fixtures and fittings
9,725

Plant and machinery
25,700

Office equipment
4,200

Petty cash
80

Purchases ledger control
76,107

Loan from bank
12,500

Drawings (cash withdrawn by owner for own use)
3,250

Purchases
92,544

Purchases returns
1,643

Wages
40,275

Rent and rates
8,950

Office expenses
8,694

Legal fees
600

Bank interest paid
458

Miscellaneous expenses
532

Task 1.6 (10 minutes) 

Transfer the balances shown above to the trial balance on page 11, and total each column.

	Parry Printing

Trial balance as at 30 June 2009

	
	Dr £
	Cr £

	Motor vehicles
	
	

	Fixtures and fittings
	
	

	Plant and machinery
	
	

	Office equipment
	
	

	Bank
	
	

	Petty cash 
	
	

	Sales ledger control
	
	

	Purchases ledger control
	
	

	VAT
	
	

	Loan from bank
	
	

	Capital
	
	

	Drawings
	
	

	Sales
	
	

	Sales returns
	
	

	Purchases
	
	

	Purchases returns
	
	

	Wages
	
	

	Rent and rates
	
	

	Office expenses
	
	

	Motor expenses
	
	

	Legal fees
	
	

	Bank interest paid
	
	

	Bad debts written off
	
	

	Miscellaneous expenses
	
	

	Total
	
	


Section 2 – tasks and questions

You should spend about 90 minutes on this section.

Answer all the questions on pages 13 – 21.  

You should show your answers by inserting a tick, words or figures, as appropriate. Please use the blank space on pages 17, 22 and 23, and where indicated in the task, to show your workings.

Note: 
You do not need to adjust the accounts in Section 1 as part of any of the following tasks.

Task 2.1 (10 minutes)

The following invoice has been received.

	From:
The Stationery Shop



Telephone: 0214 87273


12 Beacon Field


Brackenden




VAT Registration Number 827 2789 00


BR4 2DL

To:
Parry Printing




27 June 2009


36 High Street


Brackenden




Invoice number: 39820


BR5 3JK

	For the supply of superior white card
1,000.00

Trade discount 20%
200.00


_______

Net amount
800.00

VAT at 17.5%
133.00


_______

Total
933.00


_______




	Terms: 5% discount for payment within 10 days


(a) What will be the amount payable if the invoice is paid at the end of July?

	£ 


(b) What will be the amount payable if the invoice is paid within 10 days?

	£ 


(c) If the invoice is paid within 10 days, what will be the entries needed in the main ledger to record the discount received?

	Account name
	Debit

£
	Credit

£

	
	
	

	
	
	


Task 2.2 (5 minutes)

At the end of the month the balance on the petty cash account was £80, but the balance in the petty cash box was £87. No additional amounts of cash had been added to the petty cash box since it was last reconciled with the petty cash book.

Give ONE reason that might have caused the difference.

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

Task 2.3 (5 minutes) 

There is a credit balance of £1,020 in the suspense account. The following two errors have now been discovered.

· A bank payment of £1200 has been entered in the cash book as £120.

· Sales returns of £60 have been recorded in the sales ledger control account only.

What entries are needed to correct the errors and clear the suspense account (ignore VAT)?

	Account name
	Debit

£
	Credit

£

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Task 2.4 (5 minutes)

Chris Parry is considering investing in a computerised accounting system. She has started to make a list of documents that are sent to customers that could be produced automatically from a computerised accounting system.
Add to the list below THREE OTHER documents that are sent to customers that could be produced automatically from a computerised accounting system.
	Documents to be sent to customers

	Sales invoices

	

	

	


Task 2.5 (5 minutes)

Show what ledgers will be used to record each of the following transactions.

	Transaction
	Main ledger

ONLY

(
	Subsidiary ledger ONLY

(
	Main ledger AND subsidiary ledger

(

	Receipt from a customer
	
	
	

	Bank charges paid
	
	
	

	Credit note from a supplier
	
	
	

	Petty cash payment for stamps
	
	
	


Task 2.6 (5 minutes)

At the end of the last quarter the following figures were available to calculate the amount owing to 

HM Revenue & Customs (HMRC), in respect of VAT.

	Sales
	£120,000 excluding VAT

	Sales returns
	£    2,000 excluding VAT

	Purchases
	£  40,000 excluding VAT


(a)
What was the amount of VAT owing to HMRC in respect of net sales?

	£ 


(b)
What was the amount of VAT to be reclaimed from HMRC in respect of purchases?
	£ 


(c)
What was the amount payable to HMRC?
	£ 


Task 2.7 (5 minutes)

Show whether each of the following items would be visible on a credit card.

	
	Yes

(
	No

(

	Cardholder credit limit 
	
	

	Cardholder name
	
	

	Expiry date of credit card
	
	

	Balance owing on credit card
	
	


Task 2.8 (15 minutes)

You now have the following information.
(a)
A bank payment of £50 for miscellaneous expenses has been recorded twice.

(b)
A bank payment of £325 for electricity has been recorded as a petty cash payment.

(c)
A petty cash payment of £40 plus VAT for stationery has been recorded as £80 plus VAT.

Record the journal entries needed in the main ledger to deal with this information. You do not need to give dates and narratives.

Journal 
	Account names
	Dr

£
	Cr

£

	(a)
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	(b)
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	(c)
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Task 2.9 (15 minutes)

This is a summary of transactions with suppliers during June 2009.



£


Balance of creditors at 1 June 2009
62,345


Goods bought on credit

48,812


Payments made to credit suppliers

29,600


Goods returned to credit suppliers

1,250


Journal to correct an error (debit entry)

4,200

(a) Prepare a purchases ledger control account from the details shown above. Show clearly the balance carried down at 30 June (closing balance) AND brought down at 1 July (opening balance).

Purchases ledger control

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Task 2.9, continued

The following balances were in the subsidiary (purchases) ledger on 1 July.


£


B Griggs
13,400


A Horner
8,426


Jinks & Jones
20,325


LBN Ltd
30,956


Paper Power
2,700

(b)
Reconcile the balances shown above with the purchases ledger control account balance you have calculated in part (a).

	
	£

	Purchases ledger control account balance as at 1 July 2009
	

	Total of subsidiary (purchases) ledger accounts as at 1 July 2009
	

	Difference
	


(c)
The total of the purchases ledger control account and the total of the subsidiary (purchases) ledger do not agree.  Select ONE explanation only for the above discrepancy from the list below.

   (                                                           

	A payment to a supplier has not taken into account any settlement discount offered.
	

	A payment to a supplier has excluded VAT.
	

	A payment to a supplier has been entered in the subsidiary ledger twice. 
	

	An invoice from a supplier has been entered in the subsidiary ledger twice.
	

	A credit note from a supplier has been totalled incorrectly.
	


Task 2.10 (20 minutes)

On 29 June, Parry Printing received the following bank statement as at 26 June.

	BMG Bank plc

High Street, Remway, RM25 3DG              

	To:       
	Parry Printing  
	Account no:
	30982765
	Date:
	26 June 2009

	STATEMENT OF ACCOUNT

	Date 2009
	Details
	Paid out £
	Paid in £
	Balance £
	

	01 June
	Balance b/f
	
	
	2,300
	C

	03 June
	Cheque 1400178
	150
	
	2,150
	C

	10 June
	Cheque 1400180
	120
	
	2,030
	C

	22 June
	Bank Giro Credit – J & J Ltd
	
	6,400
	8,430
	C

	22 June
	Cheque 1400182
	1,250
	
	7,180
	C

	
	Direct Debit – ABC Ltd
	925
	
	6,255
	C

	25 June
	Bank Giro Credit – G Kane
	
	1,364
	7,619
	C

	
	Direct Debit – Foster Paper
	2,210
	
	5,409
	C

	
	Cheque 1400184
	209
	
	5,200
	C

	26 June
	Bank Giro Credit – BBB Ltd
	
	500
	5,700
	C

	D = Debit  C = Credit


The cash-book as at 26 June is shown below.

Cash-book 
	Date 2009
	Details
	Bank £
	Date 2009
	Cheque no.
	Details
	Bank £

	01 June
	Balance b/f
	2,150
	03 June
	1400180
	Carr & Cooper
	   120

	22 June
	J & J Ltd
	6,400
	03 June
	1400181
	Newton Inks
	2,237   

	26 June
	PGT Cardboard
	1,125
	15 June
	1400182
	Paper Trends
	1,250

	26 June
	Perton Press
	735
	19 June
	1400183
	S Field
	85

	
	
	
	19 June
	1400184
	C Green
	209

	
	
	
	
	
	
	   

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Task 2.10, continued

(a) 
Check the items on the bank statement against the items in the cash-book.

(b)
Update the cash-book as needed.

(c)
Total the cash-book and clearly show the balance carried down at 26 June (closing balance) AND brought down at 27 June (opening balance).

(d) 
Using the information on page 20, prepare the bank reconciliation statement below, as at 
26 June.  

Note: 

Do not make any entries in the shaded boxes.

	Bank reconciliation statement as at 26 June 2009

	Balance per bank statement
	£

	Add:
	

	Name:
	£

	Name:
	£

	Total to add
	£

	Less:
	

	Name:
	£

	Name:
	£

	Total to subtract
	£

	Balance as per cash book
	£


Model Answers
Section 1
Tasks 1.1 to 1.4
Subsidiary (sales) ledger 

Dixon & Day

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance b/f
	 2,789
	30 June
	Balance c/d
	 4,434

	30 June
	Sales
	 1,645   
	
	
	 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	4,434        
	
	
	4,434

	
	
	
	
	
	

	1 July
	Balance b/d
	 4,434
	
	
	

	
	
	
	
	
	


JBD Ltd

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance b/f
	 6,550
	30 June
	Sales returns
	 376

	30 June
	Sales
	 4,418   
	30 June
	Balance c/d
	10,592

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	10,968        
	
	
	10,968

	
	
	
	
	
	

	1 July
	Balance b/d
	 10,592
	
	
	

	
	
	
	
	
	


Needham Print

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance b/f
	 3,242
	30 June
	Sales returns
	 799

	30 June
	Sales
	 5,640   
	30 June
	Balance c/d
	 8,083 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	8,882        
	
	
	8,882

	
	
	
	
	
	

	1 July
	Balance b/d
	 8,083
	
	
	

	
	
	
	
	
	


S Storey

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance b/f
	 8,918
	30 June
	Balance c/d
	 9,999

	30 June
	Sales
	 1,081   
	
	
	 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	9,999        
	
	
	9,999

	
	
	
	
	
	

	1 July
	Balance b/d
	 9,999
	
	
	

	
	
	
	
	
	


Main ledger

Motor vehicles

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance b/f
	 17,650
	30 June
	Journal
	50

	30 June
	Bank
	 5,000
	30 June
	Balance c/d
	22,600

	
	
	
	
	
	

	
	
	22,650
	
	
	22,650

	
	
	
	
	
	

	1 July
	Balance b/d
	22,600
	
	
	

	
	
	  
	
	
	


Sales

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance c/d
	286,523
	30 June
	Balance b/f
	275,643

	
	
	
	30 June
	Sales ledger control
	 10,880 

	
	
	
	
	
	

	
	
	286,523
	
	
	286,523

	
	
	
	
	
	

	
	
	
	1 July
	Balance b/d
	286,523

	
	
	  
	
	
	


Sales returns

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance b/f
	 1,400
	30 June
	Balance c/d
	2,400

	30 June
	Sales ledger control
	 1,000
	
	
	

	
	
	
	
	
	

	
	
	2,400
	
	
	2,400

	
	
	
	
	
	

	1 July
	Balance b/d
	2,400
	
	
	

	
	
	  
	
	
	


Sales ledger control

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance b/f
	 160,398
	30 June
	Sales returns
	1,175

	30 June
	Sales
	 12,784
	30 June
	Journal
	235

	
	
	
	30 June
	Balance c/d
	171,772

	
	
	173,182
	
	
	173,182

	
	
	
	
	
	

	1 July
	Balance b/d
	171,772
	
	
	

	
	
	
	
	
	


Main ledger

Capital

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance c/d
	 20,000
	30 June
	Balance b/f
	 1,000

	
	
	
	30 June
	Bank
	 19,000 

	
	
	
	
	
	

	
	
	20,000
	
	
	20,000

	
	
	
	
	
	

	
	
	
	1 July
	Balance b/d
	 20,000

	
	
	  
	
	
	


Motor expenses

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance b/f
	 450
	30 June
	Balance c/d
	1,312

	30 June
	Bank
	 812
	
	
	

	30 June
	Journal
	 50
	
	
	

	
	
	1,312
	
	
	1,312

	
	
	
	
	
	

	1 July
	Balance b/d
	1,312
	
	
	

	
	
	  
	
	
	


Bad debts written off

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Balance b/f
	 3,000
	30 June
	Balance c/d
	 3,200

	30 June
	Journal
	 200
	
	
	

	
	
	
	
	
	

	
	
	3,200
	
	
	3,200

	
	
	
	
	
	

	1 July
	Balance b/d
	 3,200
	
	
	

	
	
	  
	
	
	


VAT
	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Sales returns
	 175
	30 June
	Balance b/f
	12,475

	30 June
	Journal
	 35
	30 June
	Sales
	 1,904

	30 June
	Balance c/d
	 14,169
	
	
	

	
	
	14,379
	
	
	14,379

	
	
	
	
	
	

	
	
	
	1 July
	Balance b/d
	 14,169

	
	
	
	
	
	


Tasks 1.5 – 1.6 

	Parry Printing
Trial balance as at 30 June 2009

	
	Dr £
	Cr £

	Motor vehicles
	22,600
	

	Fixtures and fittings
	9,725
	

	Plant and machinery
	25,700
	

	Office equipment
	4,200
	

	Bank
	14,650
	

	Petty cash 
	80
	

	Sales ledger control
	171,772
	

	Purchases ledger control
	
	76,107

	VAT
	
	14,169

	Loan from bank
	
	12,500

	Capital
	
	20,000

	Drawings
	3,250
	

	Sales
	
	286,523

	Sales returns
	2,400
	

	Purchases
	92,544
	

	Purchases returns
	
	1,643

	Wages
	40,275
	

	Rent and rates
	8,950
	

	Office expenses
	8,694
	

	Motor expenses
	1,312
	

	Legal fees
	600
	

	Bank interest paid
	458
	

	Bad debts written off
	3,200
	

	Miscellaneous expenses
	532
	

	Total
	410,942
	410,942


Section 2 
Task 2.1 

(a)
£933 (Invoice total)   

(b)
£893 (£800 – 5% = £760 + £133)  
(c)

	Account name
	Debit

£
	Credit

£

	Purchases ledger control 
	40 
	

	Discounts received 
	
	40


Task 2.2 
Either of the following:

A petty cash claim has been underpaid. 

A petty cash voucher/entry in the petty cash book has been overstated.





 












 Task 2.3 
	Account name
	Debit

£
	Credit

£

	Suspense account 
	1,020 
	

	Bank 
	
	1,080 

	Sales returns 
	60 
	


Task 2.4 
Any three from:    
Sales credit notes
Delivery/despatch/advice notes

Statements of account

Overdue account letters

Confirmation of despatch

Confirmation of payment/receipt  

Task 2.5

	Transaction
	Main ledger ONLY

(

	Subsidiary ledger ONLY

(

	Main ledger AND subsidiary ledger                               (

	Receipt from a customer
	
	
	( 

	Bank charges paid
	(
	
	

	Credit note from a supplier
	
	
	(


	Petty cash payment for stamps
	(
	
	


Task 2.6
(a)
£20,650 (17.5% of £118,000) 

(b)
£7,000 (17.5% of £40,000) 

(c)
£13,650 (£20,650 - £7,000)
Task 2.7  
	
	Yes

(
	No

(

	Cardholder credit limit 
	
	( 

	Cardholder name
	( 
	

	Expiry date of credit card
	( 
	

	Balance owing on credit card
	
	( 



Task 2.8   
	Account names
	Dr

£
	Cr

£

	(a)
Bank 
	 50
	

	
Miscellaneous expenses  
	
	 50

	(b)
Petty cash 
	 325
	

	
Bank 
	
	 325

	(c)
Petty cash 
	 47 
	

	 
Stationery 
	
	 40

	
VAT 
	
	 7


Task 2.9  
(a)
Purchases ledger control

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 June
	Bank
	29,600
	01 June
	Balance b/f
	 62,345

	30 June
	Purchases returns
	 1,250
	30 June
	Purchases
	 48,812

	30 June
	Journal
	 4,200
	
	
	

	30 June
	Balance c/d
	 76,107
	
	
	

	
	
	
	
	
	

	
	
	111,157
	
	
	111,157

	
	
	
	01 July
	Balance b/d
	 76,107


(b)

	
	£

	Purchases ledger control account balance as at 01 July 2009
	 76,107

	Total of subsidiary (purchases) ledger accounts as at 01 July 2009
	 75,807

	Difference
	 300


(c)

	A payment to a supplier has not taken into account any settlement discount offered.
	

	A payment to a supplier has excluded VAT.
	

	A payment to a supplier has been entered in the subsidiary ledger twice.
	(

	An invoice from a supplier has been entered in the subsidiary ledger twice.
	

	A credit note from a supplier has been totalled incorrectly.
	


Task 2.10  
Cash-book
	Date 2009
	Details
	Bank £
	Date 2009
	Cheque no.
	Details
	Bank £

	01 June
	Balance b/f
	2,150
	03 June
	1400180
	Carr & Cooper
	120

	22 June
	J & J Ltd
	6,400
	03 June
	1400181
	Newton Inks
	2,237   

	26 June
	PGT Cardboard
	1,125
	15 June
	1400182
	Paper Trends
	1,250

	26 June
	Perton Press
	735
	19 June
	1400183
	S Field
	85

	25 June
	G Kane
	 1,364
	19 June
	1400184
	C Green
	209

	26 June
	BBB Ltd
	 500
	22 June
	
	ABC Ltd
	 925

	
	
	
	25 June
	
	Foster Paper
	 2,210

	
	
	
	26 June
	
	Balance c/d
	 5,238

	
	
	12,274
	
	
	
	12,274

	27 June
	Balance b/d
	5,238
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


	Bank reconciliation statement as at 26 June 2009

	Balance per bank statement
	£  5,700  

	Add:
	

	Name: PGT Cardboard   
	£  1,125  

	Name: Perton Press  
	£     735  

	Total to add
	£  1,860              

	Less:
	

	Name: Newton Inks 
	£   2,237

	Name: S Field 
	£       85 

	Total to subtract
	£   2,322 

	Balance as per cash book
	£   5,238  



Chief Assessor’s report

AAT Accounting Qualification

Level 2

Preparing Ledger Balances and an 

Initial Trial Balance (PLB)

2003 Standards
June 2009
General comments
Once again, this PLB sitting enabled candidates to display the skills and knowledge they had acquired throughout the academic year, clearly evidenced by the excellent results. There is a cautionary note for students however, and that is to read the questions carefully. Marks are lost unnecessarily by candidates who do not take time to read the task requirements, and simply repeat answers to tasks that have appeared in previous papers.
Section 1

This section required candidates to make entries into the subsidiary (sales) ledger and main ledger from the sales and sales returns day-books, the cash-book and the journal. As usual, results were pleasing. The most common error involved reversing the journal entries, even though the entries required were made clear in the journal. 
Section 2

Task 2.1 

This asked candidates to identify a discount received and the entries required in the main ledger to record the discount. Most candidates handled this task well, but some lost marks by carelessly identifying the sales ledger control account instead of the purchases ledger control account and others miscalculated the discount amount. 

Task 2.2 

Candidates lost marks in this task by not reading the task carefully, not giving any thought to their answers, and simply repeating answers to petty cash tasks set at previous sittings. Many candidates gave reasons for the cash in hand being less than the petty cash account balance, when the task clearly stated that the reverse was the case.
Task 2.3

This task was very well answered by most candidates.
Task 2.4

Whilst this task was answered well by most, there was evidence once again of candidates not reading the task instructions which clearly asked for documents that are sent to customers, not to suppliers.
Task 2.5

This task was well answered.

Task 2.6

This VAT task was reasonably well received but some candidates were unsure of the treatment of the VAT on the sales returns.

Task 2.7
This task was answered well by most candidates.

Task 2.8

Parts (a) and (c) proved no problem to most candidates, but part b) was more problematic with candidates making entries to the electricity account. Once again, candidates are reminded to read the question carefully.
Task 2.9

As usual this task was well answered, including part (c) which sometimes proves more challenging. The usual problems of reversal of entries in (a) was evident, but not to any great extent.

Task 2.10

Once again candidates answered this task well with only the weakest of students producing poor results, or not attempting the task at all.  
Support book Part 4
Questions

Source:

2003/2006 standards exam; December 2009 sitting

Contents:

Unit 3 Preparing Ledger Balances and an Initial Trial Balance (PLB)
AAT Level 2 Foundation Level (2003/2006 standards)

Tuesday 1 December 2009 (afternoon)

Time allowed - 3 hours plus 15 minutes’ reading time

This exam paper is in TWO sections.  

You must show competence in BOTH sections. So, try to complete EVERY task in BOTH sections.

Section 1 contains 6 tasks and Section 2 contains 10 tasks.

You should spend about 90 minutes on each section.

There is blank space for your workings on pages 10 and 15, but you should include all essential calculations in your answers.

Both Sections 1 and 2 are based on the business described below.

Introduction

· Roland Reid is the owner of Box It, a business that supplies packaging materials.

· You are employed by the business as a bookkeeper.

· The business uses a manual accounting system.

· The VAT rate is 17.5%.

· Double entry takes place in the main (general) ledger. Individual accounts of debtors and creditors are kept in subsidiary ledgers as memorandum accounts.

· Bank payments and receipts are recorded in the cash book, which is part of the double entry system.

· Assume today’s date is 30 November 2009 unless you are told otherwise.

Section 1 

You should spend about 90 minutes on this section.

Against each task is the recommended time for that task, but please note that these times are guidelines only. 

Write your answers in the blank spaces provided. Please use the blank space on page 10 to show your workings.

Data

The following balances are relevant to you at the start of the day on 30 November 2009:

	
	£

	Subsidiary (purchases) ledger accounts
	                                  

	GTB Ltd
	15,124

	Layton Packaging
	6,723

	Gulliver Removals
	4,498

	Britten & Co
	9,320

	Main ledger accounts
	

	Motor vehicles
	27,436

	Purchases
	97,850

	Purchases returns


     
	4,900

	Purchases ledger control
	45,276

	Rent received
	2,500

	Office expenses

	3,274

	Insurance
	2,765

	VAT (credit balance)
	10,400


Task 1.1 (15 minutes)


Enter the opening balances shown above into the accounts on pages 5 - 7.

Data

The following transactions all took place on 30 November 2009 and have been entered into the relevant 

books of prime entry as shown below. No entries have yet been made into the ledger system. 

Purchases day-book

	Date 2009
	Details
	Invoice number
	Total £
	VAT £
	Net £

	30 Nov

30 Nov

30 Nov

30 Nov
	GTB Ltd

Layton Packaging

Gulliver Removals

Britten & Co
	4093

130/Z

298171

431
	10,575

4,230

1,645

470
	1,575

630

245

70
	9,000

3,600

1,400

400

	
	Totals
	
	16,920
	2,520
	14,400


Purchases returns day-book

	Date 2009
	Details
	Credit note number
	Total £
	VAT £
	Net £

	30 Nov

30 Nov
	Gulliver Removals

Britten & Co
	CN392

C290
	1,880

329
	280

49
	1,600

280

	
	Totals
	
	2,209
	329
	1,880


Cash-book

	Date 2009
	Details
	VAT £
	Bank £
	Date 2009
	Details
	VAT £
	Bank £

	30 Nov

30 Nov

30 Nov


	Balance b/d

Rent received

Balance c/d
	105
	5,236

705

5,521

 
	30 Nov

30 Nov

30 Nov

30 Nov

30 Nov
	Motor vehicles (ignore VAT) 

Office expenses

Insurance

GTB Ltd (creditor)

Layton Packaging (creditor)
	14


	7,100

94

400

1,500

2,368

	
	
	
	
	
	
	
	
	

	
	
	
	105
	
	11,462   
	
	
	
	14
	
	11,462

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	1 Dec
	Balance b/d
	
	5,521


Task 1.2 (30 minutes)

From the day-books and cash-book shown above, make the relevant entries into the accounts in the subsidiary (purchases) ledger and main ledger shown on pages 5 - 7.

Task 1.3 (15 minutes)

Balance the accounts, showing clearly the balances carried down at 30 November (closing balance).

Task 1.4 (10 minutes)

Now enter the balances brought down at 1 December (opening balance), showing clearly the date and details, as well as the amount.

Subsidiary (purchases) ledger 

GTB Ltd

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Layton Packaging

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Gulliver Removals

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Britten & Co

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Main ledger

Motor vehicles

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Purchases
	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Purchases returns

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Purchases ledger control

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Main ledger

Rent received

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Office expenses
	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Insurance

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


VAT

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Task 1.5 (10 minutes)

Transfer the balances that you calculated in tasks 1.3 and 1.4, and the bank balance, to the trial balance on page 9.

Data

Other balances to be transferred to the trial balance:


£

Fixtures and fittings
17,350

Stock
7,300

Petty cash control
100

Sales ledger control
100,625

Capital
28,768

Sales
222,955

Sales returns
3,100

Bank interest received
380

Wages
25,700

Motor expenses
1,368

Rent and rates
18,444

Heat and light
2,155

Charitable donations
100

Bank interest paid
156

Miscellaneous expenses
2,220

Task 1.6 (10 minutes)

Transfer the balances shown above to the trial balance on page 9, and total each column.

	Box It

Trial balance as at 30 November 2009

	
	Dr £
	Cr £

	Motor vehicles
	
	

	Fixtures and fittings
	
	

	Stock
	
	

	Bank 
	
	

	Petty cash control
	
	

	Sales ledger control
	
	

	Purchases ledger control
	
	

	VAT
	
	

	Capital
	
	

	Sales
	
	

	Sales returns
	
	

	Purchases
	
	

	Purchases returns
	
	

	Bank interest received
	
	

	Rent received
	
	

	Wages
	
	

	Motor expenses
	
	

	Office expenses
	
	

	Rent and rates
	
	

	Heat and light
	
	

	Insurance
	
	

	Charitable donations
	
	

	Bank interest paid
	
	

	Miscellaneous expenses
	
	

	Total
	
	


Section 2 
You should spend about 90 minutes on this section.

Against each task is the recommended time for that task, but please note that these times are guidelines only.
You should show your answers by inserting a tick, words or figures, as appropriate.

Note: 
You do not need to adjust the accounts in Section 1 as part of any of the following tasks.

Task 2.1 (10 minutes)
The following standing order mandate is for fixtures and fittings that Box It bought on interest-free credit from BTK Ltd.

	BANK STANDING ORDER MANDATE

To:  Wisley Heath Bank,  High Street, Wisley, WX4 8RB                       Sort code: 26-49-50

Please set up a standing order and debit our account number 12873092:

                                                  Amount: £400 per month 

                                                  First payment: 10 December 2009 

                                                  Last payment: 10 November 2010

                                                  Pay to: BTK Ltd 

                                                               Account number 39821092

                                                               Global Bank plc

                                                               Sort code 20-40-36

Signed: R Reid

Box It, 26 Concorde Way, Wisley, WX4 9DV




(c) A deposit of £1,200 has already been paid by cheque.  What is the full cost of the fixtures and fittings, including deposit and monthly payments? Ignore VAT.

	£

	Workings


(d) Will BTK Ltd be a debtor or creditor in the accounting records of Box it?

                        (
	Debtor
	

	Creditor
	


(e) Give ONE advantage to BTK Ltd of being paid in this way.

________________________________________________________________________

________________________________________________________________________


Task 2.2 (5 minutes)

The following accounts appear in the trial balance of Box It.

Show whether each account is an asset, expense, income or liability account.

	Account name
	Asset

(
	Expense

(
	Income

(
	Liability

(

	Bank overdraft
	
	
	
	

	Fixtures and fittings
	
	
	
	

	Insurance
	
	
	
	

	Bank interest received
	
	
	
	

	Sales ledger control 
	
	
	
	


Task 2.3 (5 minutes)

A customer has ceased trading owing Box It £3,000 plus VAT. The full amount has to be written off in the subsidiary (sales) ledger, and the net amount and VAT in the main ledger.

(a)
What is the amount that has to be written off in the subsidiary (sales) ledger?

	£

	Workings:




(b)
What accounts will need to be adjusted in the main ledger?

	Account names

	

	

	


Task 2.4 (5 minutes)

Roland Reid wants to computerise the accounting system but is worried that one day the computer might crash and all of the accounting information would be lost.

Give ONE precaution that could be taken to ensure that in the event of a computer crash, information would not be lost.

________________________________________________________________________

________________________________________________________________________


Task 2.5 (5 minutes)

Match the following documents to the most appropriate filing method.  You should use each filing method once only.

	Documents
	Alphabetical

(
	Date order

(
	Subject order

(

	Bank statements
	
	
	

	Purchases invoices
	
	
	

	Insurance policies
	
	
	


Task 2.6 (5 minutes)
A cheque previously received from a credit customer for £2,000 has now bounced (been dishonoured by the bank).

What will be the accounting entries in the main ledger of Box It to record this bounced cheque?

	Account name
	Debit £
	Credit £

	
	
	

	
	
	


Task 2.7 (5 minutes)

Box It has been offered a 2% settlement discount if a purchases invoice for £8,000 plus VAT is paid within 10 working days.

Note:

It is important to show your workings.

(a)
What will be the total amount payable if the discount is taken?  

	£

	Workings:




(b)
What will be the total amount payable if the discount is NOT taken?

	£

	Workings:




Task 2.8 (15 minutes)

You now have the following information.
(d) A bank payment of £75 for insurance has been entered in the motor expenses account.

(e) Entries to record a bank payment of £1,500 for cash purchases, have been reversed. (Ignore VAT.)

(f) There is a debit balance of £750 in the suspense account. The following two errors have now been discovered.

· A cash receipt of £330 has been entered in the cash book twice.

· Office expenses of £1,200 have been entered in the office expenses account as £120.

Record the journal entries needed in the main ledger to deal with this information. 

You do not need to give dates and narratives.

The Journal

	Account names
	Dr

£
	Cr

£

	(a)
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	(b)
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	(c)
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Task 2.9 (15 minutes)

This is a summary of transactions with credit customers during November 2009.



£


Balance of debtors at 1 November 2009

98,376


Goods sold on credit

32,287


Money received from credit customers

23,071


Goods returned by credit customers

4,479


Bad debt written off

2,888


Journal to correct an error (debit entry)

400

(b) Prepare a sales ledger control account from the details shown above. Show clearly the balance carried down at 30 November (closing balance) AND brought down at 1 December (opening balance).

Sales ledger control   

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Task 2.9, continued

The balances in the subsidiary (sales) ledger on 1 December totalled £98,550.
(b)
What is the difference between the total of the balances in the subsidiary (sales) ledger and  the sales ledger control account balance you have calculated in part (a)?

	£

	Workings:




(c)
Identify the TWO reasons, either of which might have caused the difference.













 (
	Settlement discount of £2,075 has been omitted from the subsidiary (sales) ledger.
	

	Goods returned of £2,075 have been included in the subsidiary (sales) ledger twice.
	

	The journal of £400 has been omitted from the subsidiary (sales) ledger.
	

	The bad debt of £2,888 has been omitted from the subsidiary (sales) ledger.
	

	The bad debt of £2,888 has been entered in the subsidiary (sales) ledger twice.
	

	Money received from customers has been understated in the subsidiary (sales) ledger.
	

	Money received from customers has been overstated in the subsidiary (sales) ledger.
	

	Trade discounts have not been included in the subsidiary (sales) ledger.
	


Task 2.10 (20 minutes)

On 27 November, Box It received the following bank statement as at 25 November.

	Wisley Heath Bank

High Street

Wisley

WX4 8RB

Sort code: 26-49-50

           

	To:       
	Box It   
	Account no:
	12873092
	Date:
	25 November 2009

	STATEMENT OF ACCOUNT

	Date 2009
	Details
	Paid out £
	Paid in £
	Balance £
	

	01 Nov
	Balance b/f
	
	
	736
	C

	05 Nov
	Cheque 142805
	588
	
	148
	C

	09 Nov
	Bank Giro Credit – CCC Ltd
	     
	1,364
	1,512
	C

	19 Nov
	Cheque 142807
	3,700
	
	2,188
	D

	21 Nov
	Direct Debit – Property Rental
	1,000
	
	3,188
	D

	24 Nov
	Bank Giro Credit – Bags and Bobs
	
	1,287
	1,901
	D

	25 Nov
	Bank Giro Credit – L & L Box
	
	3,000
	1,099
	C

	25 Nov
	Direct Debit – GTM Ltd
	125
	
	974
	C

	25 Nov
	Cheque 142808
	878
	
	96
	C

	
	
	
	
	
	

	D = Debit  C = Credit


The cash book as at 27 November is shown below.

Cash-book
	Date 2009
	Details
	Bank £
	Date 2009
	Cheque no.
	Details
	Bank £

	01 Nov
	Balance b/f
	2,100
	01 Nov
	142805
	PCL Ltd
	   588

	20 Nov
	Timothy Foster
	1,000
	03 Nov
	142806
	Chester Lee
	   900

	24 Nov
	Richards Ltd
	5,000
	25 Nov
	142807
	T Baxter
	3,700

	24 Nov
	S Michael 
	9,600
	25 Nov
	142808
	Glover Supplies
	878

	
	
	
	
	
	
	

	
	
	
	
	
	
	   

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Task 2.10, continued

(a) 
Check the items on the bank statement against the items in the cash book.

(b)
Update the cash book as needed.

(c)
Total the cash book and clearly show the balance carried down at 27 November (closing balance) AND brought down at 28 November (opening balance). 
Note: 

You do not need to adjust the accounts in Section 1.

(d) 
Using the information on page 18, prepare a bank reconciliation statement as at 
27 November.  

Note: 

Do not make any entries in the shaded boxes.

You may not need to use all the lines.

	Bank reconciliation statement as at 27 November 2009

	Balance per bank statement
	£

	Add:
	

	Name:
	£

	Name:
	£

	Name:
	£

	Name:
	£

	Total to add
	£

	Less:
	

	Name:
	£

	Name:
	£

	Name:
	£

	Name:
	£

	Total to subtract
	£

	Balance as per cash book
	£


Model Answers
Source:

2003/2006 standards exam; December 2009 sitting

Contents:

Unit 30 Introductory Accounting (IAC)
AAT Dipoma Pathway, Certificate Level 2 (2003/2006 standards)

Section 1

Tasks 1.1 – 1.4

Subsidiary (purchases) ledger 

GTB Ltd

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Bank
	 1,500
	30 Nov
	Balance b/f
	 15,124

	30 Nov
	Balance c/d
	 24,199    
	30 Nov
	Purchases
	 10,575

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	25,699        
	
	
	25,699

	
	
	
	
	
	

	
	
	
	1 Dec
	Balance b/d
	 24,199

	
	
	
	
	
	


Layton Packaging

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Bank
	  2,368
	30 Nov
	Balance b/f
	  6,723

	30 Nov
	Balance c/d
	 8,585 
	30 Nov
	Purchases
	 4,230

	
	
	   
	
	
	

	
	
	
	
	
	

	
	
	10,953
	
	
	10,953

	
	
	
	
	
	

	
	
	
	1 Dec
	Balance b/d
	8,585

	
	
	  
	
	
	


Gulliver Removals

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Purchases returns
	  1,880
	30 Nov
	Balance b/f
	  4,498

	30 Nov
	Balance c/d
	 4,263
	30 Nov
	Purchases
	 1,645

	
	
	   
	
	
	

	
	
	
	
	
	

	
	
	6,143
	
	
	6,143

	
	
	
	
	
	

	
	
	
	1 Dec
	Balance b/d
	 4,263


Britten & Co

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Purchases returns
	  329
	30 Nov
	Balance b/f
	  9,320

	30 Nov
	Balance c/d
	 9,461
	30 Nov
	Purchases
	 470

	
	
	   
	
	
	

	
	
	
	
	
	

	
	
	9,790
	
	
	9,790

	
	
	
	
	
	

	
	
	
	1 Dec
	Balance b/d
	 9,461


Main ledger

Motor vehicles

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Balance b/f
	27,436
	30 Nov
	Balance c/d
	34,536

	30 Nov
	Bank
	 7,100
	
	
	

	
	
	
	
	
	

	
	
	34,536
	
	
	34,536

	
	
	
	
	
	

	1 Dec
	Balance b/d
	34,536
	
	
	

	
	
	  
	
	
	


Purchases

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Balance b/f
	 97,850
	30 Nov
	Balance c/d
	112,250

	30 Nov
	Purchases ledger control
	 14,400
	
	
	

	
	
	
	
	
	

	
	
	112,250
	
	
	112,250

	
	
	
	
	
	

	1 Dec
	Balance b/d
	112,250
	
	
	

	
	
	  
	
	
	


Purchases returns

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Balance c/d
	 6,780
	30 Nov
	Balance b/f
	 4,900

	
	
	
	30 Nov
	Purchases ledger control
	 1,880  

	
	
	
	
	
	

	
	
	6,780
	
	
	6,780

	
	
	
	
	
	

	
	
	
	1 Dec
	Balance b/d
	 6,780

	
	
	  
	
	
	


Purchases ledger control

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Purchases returns
	2,209
	30 Nov
	Balance b/f
	 45,276

	30 Nov
	Bank
	1,500
	30 Nov
	Purchases 
	16,920 

	30 Nov
	Bank
	2,368
	
	
	

	30 Nov
	Balance c/d
	56,119
	
	
	

	
	
	
	
	
	

	
	
	62,196
	
	
	62,196

	
	
	  
	
	
	

	
	
	
	1 Dec
	Balance b/d
	56,119


Main ledger

Rent received

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Balance c/d
	3,100
	30 Nov
	Balance b/f
	2,500

	
	
	
	30 Nov
	Bank
	 600 

	
	
	
	
	
	

	
	
	3,100
	
	
	3,100

	
	
	  
	
	
	

	
	
	
	1 Dec
	Balance b/d
	 3,100

	
	
	
	
	
	

	
	
	
	
	
	


Office expenses

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Balance b/f
	 3,274
	30 Nov
	Balance c/d
	 3,354

	30 Nov
	Bank
	   80
	
	
	

	
	
	
	
	
	

	
	
	3,354
	
	
	3,354

	
	
	
	
	
	

	1 Dec
	Balance b/d
	 3,354
	
	
	

	
	
	  
	
	
	

	
	
	
	
	
	


Insurance

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Balance b/f
	 2,765
	30 Nov
	Balance c/d
	3,165

	30 Nov
	Bank
	 400  
	
	
	

	
	
	
	
	
	

	
	
	3,165
	
	
	3,165

	
	
	
	
	
	

	1 Dec
	Balance b/d
	3,165
	
	
	

	
	
	  
	
	
	

	
	
	
	
	
	


VAT             
	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	30 Nov
	Purchases
	2,520
	30 Nov
	Balance b/f
	10,400   

	30 Nov
	Bank
	14
	30 Nov
	Purchases returns
	 329

	30 Nov
	Balance c/d
	8,300
	30 Nov
	Bank
	 105

	
	
	10,834
	
	
	10,834

	
	
	
	
	
	

	
	
	
	1 Dec
	Balance b/d
	8,300

	
	
	
	
	
	


	Box It

Trial balance as at 30 November 2009

	
	Dr

£
	Cr

£

	Motor vehicles
	34,536
	

	Fixtures and fittings
	17,350
	

	Stock
	7,300
	

	Bank
	
	5,521

	Petty cash control
	100
	

	Sales ledger control
	100,625
	

	Purchases ledger control
	
	56,119

	VAT
	
	8,300

	Capital
	
	28,768

	Sales
	
	222,955

	Sales returns
	3,100
	

	Purchases
	112,250
	

	Purchases returns
	
	6,780

	Bank interest received
	
	380

	Rent received
	
	3,100

	Wages
	25,700
	

	Motor expenses
	1,368
	

	Office expenses
	3,354
	

	Rent and rates
	18,444
	

	Heat and light
	2,155
	

	Insurance
	3,165
	

	Charitable donations
	100
	

	Bank interest paid
	156
	

	Miscellaneous expenses
	2,220
	

	Total
	331,923
	331,923


Section 2
Task 2.1 

(c) £6,000 (£1,200 + £4,800) 

(d) Creditor 

(e) Any one from the following: 

Confidence that the funds will be in the bank on the 10th of each month
             
Time saving as no need to physically go to the bank or write out a paying in slip
             
More secure as no handling of cheques involved

Task 2.2 

	Account name
	Asset

(
	Expense

(
	Income

(
	Liability

(

	Bank overdraft
	
	
	
	(


	Fixtures and fittings
	(

	
	
	

	Insurance
	
	(

	
	

	Bank interest received
	
	
	(

	

	Sales ledger control
	(

	
	
	


Task 2.3 

(a)
£3,525 (£3,000 + £525 VAT)

(b)
Bad debt account 





             
             VAT account  


             Sales ledger control account  


Task 2.4 

Back up copies should be taken and kept in more than one location.

Task 2.5 

	Documents
	Alphabetical

(
	Date order

(
	Subject order

(

	Bank statements
	
	(
	

	Purchases invoices
	(
	
	

	Insurance policies
	
	
	(



Task 2.6 

	Account name
	Debit £
	Credit £

	Sales ledger control 
	2,000 
	

	Bank 
	
	2,000 


Task 2.7 

(a)
£9,212 (£8,000 – 2% = £7840 + 17.5% (£1,372) 
(b)
£9,372 (£8,000 + £1,372)
Task 2.8  

	Account names
	Dr

£
	Cr

£

	(a)
Insurance 
	 75
	

	
Motor expenses  
	
	 75

	(b)
Purchases     
	 3,000
	

	
Bank 
	
	 3,000

	(c)
Office expenses 
	 1,080
	

	 
Cash 
	
	 330

	
Suspense account
	
	 750


Task 2.9 
(a)
Sales ledger control

	Date 2009
	Details
	Amount £
	Date 2009
	Details
	Amount £

	01 Nov
	Balance b/f
	 98,376 
	30 Nov
	Bank
	    23,071

	30 Nov
	Sales
	32,287
	30 Nov
	Sales returns
	  4,479

	30 Nov
	Journal 
	 400
	30 Nov
	Bad debt written off
	   2,888  

	
	
	
	30 Nov
	Balance c/d
	 100,625

	
	
	131,063
	
	
	131,063

	01 Dec
	Balance b/d
	 100,625
	
	
	


(b)

£2,075 (100,625 – 98,550)                     


(c)

                                                                                                                                                            (
	Settlement discount of £2,075 has been omitted from the subsidiary (sales) ledger.


	

	Goods returned of £2,075 have been included in the subsidiary (sales) ledger twice.


	(

	The journal of £400 has been omitted from the subsidiary (sales) ledger.

 
	

	The bad debt of £2,888 has been omitted from the subsidiary (sales) ledger.

 
	

	The bad debt of £2,888 has been entered in the subsidiary (sales) ledger twice.


	

	Money received from customers has been understated in the subsidiary (sales) ledger.


	

	Money received from customers has been overstated in the subsidiary (sales) ledger.


	(

	Trade discounts have not been included in the subsidiary (sales) ledger.


	


Task 2.10 

Cash-book

	Date 2009
	Details
	Bank £
	Date 2009
	Cheque number
	Details
	Bank £

	01 Nov
	Balance b/f
	2,100
	01 Nov
	142805
	PCL Ltd
	   588

	20 Nov
	Timothy Foster
	1,000
	03 Nov
	142806
	Chester Lee
	   900

	24 Nov
	Richards Ltd
	5,000
	25 Nov
	142807
	T Baxter
	3,700

	24 Nov
	S Michael 
	9,600
	25 Nov
	142808
	Glover Supplies
	878

	24 Nov
	Bags and Bobs
	1,287
	21 Nov
	
	Property Rental
	1,000

	25 Nov
	L & L Box
	3,000
	25 Nov
	
	GTM Ltd
	 125

	
	
	
	
	
	
	

	
	
	
	27 Nov
	
	Balance c/d
	 14,796

	
	
	    21,987

	
	
	
	21,987

	28 Nov
	Balance b/d
	14,796
	
	
	
	


	Bank reconciliation statement as at 27 November 2009

	Balance per bank statement
	£      96  

	Add:
	

	Name: Timothy Foster   
	£  1,000  

	Name: Richards Ltd 
	£  5,000 

	Name: S Michael  
	£  9,600  

	Total to add
	£15,600

	Less:
	

	Name: Chester Lee 
	£      900 

	Balance as per cash book
	£  14,796  


Accounting Qualification

Chief Assessor’s report

Foundation level

Preparing ledger balances and an 

initial trial balance (PLB)

December 2009

General comments

Performance in this exam was pleasing. Candidates often produced excellent results in Section 1 whilst finding Section 2 a little more challenging. This is the usual pattern in PLB exams as Section 2 tests a much broader range of skills. However, candidates should remember that success is required in both sections to achieve the unit and, therefore, should give sufficient attention to the topics covered in Section 2.
Section 1
Section 1 of this exam is designed to test candidates’ double entry accounting knowledge and their ability to apply that knowledge practically. Candidates are expected to accurately post entries from day-books and the cash-book, into the subsidiary (purchases) ledger and main ledger. There is also a requirement for candidates to balance each account, showing clearly the balance carried down and balance brought down, and then to produce an initial trial balance.

Traditionally candidates perform very well in this section, and this sitting was no exception. The main error made by candidates was in the handling of the VAT amounts included in the rent received and the office expenses paid. There were instances of the gross amount being posted to those accounts, or the gross amount and another entry for the VAT amount.

Balancing accounts continues to improve, and is vital for success in this exam. Those candidates who balanced accounts neatly and clearly usually went on to produce a perfect trial balance. Those candidates whose balancing technique was underdeveloped, usually went on to produce trial balances that included account totals instead of account balances.

Section 2
Task 2.1 

This task tested candidates’ knowledge of payments by standing order. Candidates were expected to calculate the total of payments made, identify whether the recipient would be a debtor or creditor, and state one advantage of being paid in this way. Whilst the task was answered well, there was a minority of candidates who failed to read the instructions carefully and miscalculated the total payments, and gave an advantage to Box It of paying by standing order, rather than an advantage to BTK Ltd of receiving payments in this way.

Task 2.2 

Here candidates were tested on the classification of accounts as assets, expenditure, income or liability and were required to identify given accounts by ticking the appropriate column. The task was completed well by most candidates but a minority classified the sales ledger control account as income rather than an asset.

Task 2.3

This task tested the ability to write off a bad debt. Most candidates were able to answer this question accurately, but a minority identified the sales account instead of the bad debts account and a very small number of candidates incorrectly calculated the amount to be written off.

Task 2.4

Some aspect of computerised accounting is always tested in the PLB exam and at this sitting the focus was on security. Candidates were asked to identify one precaution that could be taken to prevent loss of information in the case of a computer crash, and most correctly identified back-up procedures as the relevant precaution. Some candidates gave several answers, some correct and others incorrect. Markers always mark the first answer given in such cases, and so candidates are urged to give only one answer when that is what is required in the task.

Task 2.5

This task tested candidates’ knowledge of filing methods and required a suggestion of the most appropriate method of filing three documents. The majority of candidates performed well in this task.

Task 2.6

Candidates needed to know how to deal with a dishonoured cheque to successfully answer this question and most were able to do this.

Task 2.7

This task tested the candidates’ knowledge of the VAT treatment of settlement discounts and required them to calculate the amount payable if the discount was taken, and the amount payable if the discount was not taken. The task produced mixed results, but most candidates were able to achieve some success through the award of method marks. However, many failed to realise that the VAT amount payable would remain the same whether or not the discount was taken.

Task 2.8

This task always tests the candidates’ ability to produce journal entries from given information. In this exam the journal entries were required to correct entries to the wrong account, to correct a reversal of entries, and to clear a suspense account. Candidates usually perform well in this task and did so again at this sitting.

Task 2.9

This task always tests the candidates’ ability to reconcile a control account. This time the control account featured was the sales ledger control account. There were some instances of reversal of entries in the control account and a minority of candidates were unable to calculate the difference between the control account balance and the subsidiary ledger balances correctly.   The most difficult part of this task for most students was part (c) where the reasons for the difference have to be identified. Candidates should take a little more care over this part of the task and use the ample time allocated to consider each option carefully and eliminate the incorrect options one by one.

Task 2.10

The bank reconciliation question always features as the last task in this paper when  candidates are required to update the cash-book and produce a bank reconciliation statement. The opening bank statement balance did not match the opening cash-book balance because the bank giro credit from CCC Ltd for £1,364 was accounted for in October but not processed through the bank until November. Whilst an opening balance mismatch is often a feature of task 2.10, candidates had particular difficulty in knowing how to deal with it. 
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