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Answer: Bad debts  

Amounts owing to a business which will not be paid by the credit customer. 
 
Bad debts recovered 
Amounts received from a credit customer after the amount was written off as a bad debt 

 
Provision for doubtful debts  
An estimate of the amount which a business will lose because of bad debts 
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Answer: Reduce credit sales/sell on a cash basis  
Obtain references from new credit customers 
Fix a credit limit for each customer  
Improve credit control 
Issue invoices and monthly statements promptly  
Refuse further supplies until outstanding balance is paid 
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Answer: A provision for doubtful debts ensures that the profit for the year is not overstated the trade 

receivables are not overstated. 
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Answer: An income statement shows incomes and expenses and is prepared for a period of time. 

A statement of financial position shows assets and liabilities and is prepared at a particular 
date. 
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Answer: 
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Answer:  Income statement $1500   

Statement of financial position $4500  
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Answer:  accounts of the same type can be kept together 

helps to locate errors     
allows tasks to be divided between different people 
deters fraud     
allows checking procedures to be introduced 
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Answer:  (i) Sales ledger – accounts of individual credit customers 

   Purchases ledger – accounts of individual credit suppliers 
 
(ii) any suitable example for e.g. sales, purchases, insurance 
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Answer:  cash book    

petty cash book   
sales journal   
sales returns journal   
purchases journal   
purchases returns journal 
general (nominal) journal  
(any two) 
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Answer:  False 
 
 
 
11 Pich sold goods, $5000, on credit to Roger. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Answer: (a) (i) 
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(ii) 

 
 

 
 
 
 
 
(b)  Invoice  

Pich (1) 
 

 
Answer: (c) 
 
 
 
 
 
      (d) (i) discount received account 
  (ii) income statement 
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Answer:  A credit note is issued by the supplier when goods are returned.  
  A debit note may be issued by the customer when goods are returned. 
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Answer:   
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Answer: 
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Answer:  Satisfied 

Credit customers are now paying earlier/within credit period allowed/other valid answer. 
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Answer:  Advantage - Do not have to allow Waheed cash discount 

   May charge interest on overdue account 
 

Disadvantage - Have to wait longer for payment/Adversely affects liquidity position 
Increase risk of bad debt 

 
  Comment - Waheed has the use of the funds for other purposes for 17 days 

Waheed does not need to use his existing liquid funds to pay suppliers 
Improved liquidity position 
Or other suitable comment 
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Answer:  Person issuing     - Amitav 

Person receiving  - Barry 
 
 
 
 
 
 
 
 
Answer:  If goods are returned 

If goods are reported faulty 
If there has been an overcharge on an invoice 

 
 
 
 
 
 
Answer:  Purchases returns journal 
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Answer:  To record business transactions 

To be able to prepare financial statements 
To know balances of credit customers and suppliers or bank 

 
 
 
 
 
 
 
 
Answer:  Every transaction has a two-fold aspect 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Answer:  An expense account usually has a DEBIT balance. At the end of the financial year the 

expense for the year is transferred to the INCOME STATEMENT. This transfer is recorded 
with an entry on the CREDIT side of the expense account. Any balance remaining on 
the account is included in the STATEMENT OF FINANCIAL POSITION. 

 
 
 
 
 
 
 
 
Answer:  A financial report must be capable of being understood by the users of that report. 
 
 
 
 
 
 
 
 
 
Answer:  By narrowing areas of difference in financial statements 
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Answer:   
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Answer:  (a)  (i) A statement in which the profit or loss for the year is calculated 
 
   (ii) A statement showing the assets and liabilities of a business on a certain date 
 
   (iii) Assets which are purchased for use not for resale 

     Assets whose values do not fluctuate frequently 
    Assets which will be kept by the business for more than 12 months 
   Assets which are acquired to aid the business earn revenue 
 

   (iv) Liabilities which are not due for repayment within 12 months 
 
   (v) Either The amount the business owes the owner of that business 

Or Any resources provided for a business by the owner of that business 
 
  (b)  Goodwill/patents/trademarks/other suitable example 
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Answer:  (a)  The amount owed by the business to the owner.   
The funds put into the business/contributed by the owner (plus profits net of drawings). 

 
  (b) 

 
(c)  Nominal (general) ledger 
(d)  (Limited) company 
(e) Items which a business owns or which are owed to the business are known as ASSETS. 
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Answer: 
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Answer: 
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Answer:  (a)  duality 
 

(b)   
 

 
 
 
 
 
 
 
 
 
 

(c)  An adjustment for a prepayment reduces expenses and increases profit. 
 

(d)  To monitor progress 
To prepare financial statements 
For decision making 

 
(e)   
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(f)  In the income statement as an addition to gross profit / as an item of income/credit.  
 
(g)  An income statement deals with revenues and costs, whilst a statement of financial 

position deals with assets and liabilities. 
OR  

An income statement covers a period of time, whilst a statement of financial position is 
for a specified date.  

 
(h)  Trade payable 

Club member 
Committee member 
Bank 
Accept other valid answers 

 
(i)  Historic cost 

Difficulties of definition 
Non-financial aspects 
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Answer:  (a)  To reduce the number of entries in the ledger 

To allow book-keeping duties to be shared 
As an aid for posting to the ledger 
To summarise accounting information 
To help in the preparation of control accounts 
To group together similar types of transactions 
To make it easier to check for errors 
Accept other valid answers. 

 
(b)  Cash book 
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Answer: (a) 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

 
(b) 

 
 
 
 
 
 
 
 
 

 
(c) (i) An entry which appears on the debit side of the purchases ledger control account and 
the credit of the sales ledger control account. 

 
 (ii)  It is made when a sales ledger account is set off against a purchases ledger 
account of the same person/business. 

 
(d)  Overpayment of the amount owing 

Failure to deduct cash discount due 
Goods returned after account settled 
Payment made in advance 
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Answer:  (a)  
 
 
 
 
 
 
 
 
 
 

(b)  Issued by the customer to request a reduction in an invoice. 
 

(c)  Sales returns journal 
 
(d)  Sales ledger 

 
(e)  Trade discount 
 
(f)  Recorded on the invoice to the customer or in sales journal 

No entry made in ledger 
 
(g)  (i) Sales returns account 
  (ii) Individual debtor accounts 

 
(h)  Money measurement 

An accounting transaction should only be recorded if it can be expressed in terms of 
money. 

 
(i)  CAPITAL equals assets minus LIABILITIES 

 
(j)   

 
 
 
 
 
 
 
 
26 Kamika is a clothing wholesaler who buys and sells on both cash and credit terms. She maintains 

a full set of accounting records and prepares monthly control accounts.  
REQUIRED 

 
(a) State two advantages to Kamika of preparing a monthly sales ledger control account. 

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

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

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

 
.................................................................................................................................................. 
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(b) State two reasons why it is possible for Kamika to have a credit balance on her sales ledger 

control account. 
 

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

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

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

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

 
(c) Complete the following table. Place a tick (3) to show where each item would appear in Kamika’s 

purchases ledger control account. If the item would not appear, place a tick (3) in the no entry 

column. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Kamika applies all the accounting principles when maintaining accounting records and preparing 

financial statements. 
 

REQUIRED 
 

(d) Name the accounting principle applied in each of the following situations. 
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Answer:  (a)  Assist in the location of errors 
Provide an instant total of trade receivables 
Prove the arithmetical accuracy of the sales ledger 
Enable a statement of financial position to be prepared quickly 
Provide a summary of transactions relating to trade receivables 
Help reduce fraud 

 
(b)  Overpayment by a credit customer of the amount owing 

Credit customer failing to deduct available cash discount 
Credit customer returning goods after settling account 
Credit customer making payment in advance 

 
(c)   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(d)   
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Answer:  (a)(i) Statement of account 
 

   (ii) $335  
 
  (iii)  

 
 
 

   (iv) Cash discount  
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Answer:  (b)  
 
 
 
 
 
 

(c)  
 

 
 
 
 
 
 

 
(d) 
 

 
 
 
 
 
 

 
 


