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Prepared by: Matthew Christopher, Camberwell Grammar School, 
and Anthony Sullivan, The Peninsula School
Accounting Unit 4 practice exam 2009 and answer book
Supplement to Compak, Issue 4, October 2009

The following VCE Accounting Unit 4 practice exam consists of two questions, each worth 45 marks. An answer book follows the questions, and solutions are provided in a separate Compak supplement (ACC409_4B).
Please note that the questions and solutions have no official status and teachers should refer to the Victorian Curriculum and Assessment Authority website http://www.vcaa.vic.edu.au for further information. 

Teachers are advised to preview all practice exam material before distributing it to students. 

Note: For Question 2.2 of this practice examination, students will not need to consider the effect of the Goods and Services Tax (GST).
From and including 2007, for questions involving the topic ‘Budgets’, students will not be required to consider the effect of the Goods and Services Tax (GST).
ACCOUNTING UNIT 4

Practice written examination 2009

Reading time: 15 minutes

Writing time: 1 hour 30 minutes

Question book

Structure of book

	Number of questions
	Number of questions to be answered
	Number of marks

	2
	2
	90


· Students are permitted to bring into the examination room: pens, pencils, highlighters, erasers, sharpeners, rulers and a scientific calculator.

· Students are NOT permitted to bring into the examination room: blank sheets of paper and/or white-out liquid/tape.

Materials supplied

· Question book 

· Answer book
Instructions

· Answer both questions in the answer book.

· All written responses must be in English.
Students are NOT permitted to bring mobile phones and/or any other unauthorised electronic devices into the examination room.
NOTE: This practice examination has no official status and represents an indication only of the type of questions that VCAA examiners may set.

Question 1: Rayden Retail
Leigh Rayden operates a small business, Rayden Retail, which sells cooking appliances for restaurants and cafes. Some appliances may need rewiring with timing switches to suit the needs of individual customers. Leigh’s accountant maintains a double-entry accrual accounting system with control accounts for Debtors, Creditors and Stock. The business uses a perpetual inventory recording system with the FIFO cost assignment method and prepares its reports quarterly.

1.1
One of Rayden Retail’s most popular products is pizza ovens. Leigh has one supplier for its Deluxe Pizza Oven—Forni di Tamberini Ltd. Rayden Retail received the following statement from them.

	Forni di Tamberini Ltd
Date: 30 October 2009

Factory 3, 20 Riverview Drive

Carrum VIC 3210

ABN: 832 543 395

Statement of Account

For:
Rayden Retail


PO Box 153 


Balwyn VIC 3103



	Date
	Details
	Debit

$
	Credit

$
	Balance

$

	October 1

8

10

17


	Balance

Credit Note 56

Invoice G242

Receipt 476

Discount
	39 600
	8 800

24 990

510
	25 500 Dr

16 700 Dr

56 300 Dr

30 800 Dr

	Payment terms: 30 days from invoice date



Note: Invoice G242 relates to the purchase of 4 ovens and includes $3600 GST. In addition to the invoice price, Leigh wrote out the following cheque butt. 

	Date: 
11 October 2009

To:
Barlow Electrics

For: 
Electrical work and   


delivery

Amount
$990 (including 

$90 GST)

Cheque No: 1719



This cheque is payment for the cost of rewiring for new timing switches on the Deluxe Pizza Ovens ($600 + GST $60). It also includes payment for delivery by the electrician of the ovens and some other small appliances from the wharves to the showroom. 

Leigh also came across the following document.

Rayden Retail
ABN:  463 691 241
PO Box 153






Balwyn Vic 3103
Date: 6 October 2009

Credit Note Number: 203

Customer: 
Scissere’s Kitchen



43 Burke Road



Canterbury Vic 3123
	Item
	Quantity
	Unit Price
	Total Price

	Deluxe Pizza Oven
	1
	12 750
	12 750

	GST (10%)
	
	
	1 275

	TOTAL
	
	
	14 025


Reason:  Return of faulty oven
Leigh returned this oven to his supplier, Forni di Tamberini Ltd, on 8 October 2009.

Required

1.1.1
Complete the Stock Card for Deluxe Pizza Ovens using the information in all the source documents.
4 marks
1.1.2
Enter the details from the cheque butt and credit note into the appropriate journals. (Narrations are required where relevant.)

7 marks
1.1.3
Explain, using examples from the question, the difference between product and period costs.

3 marks
1.1.4
Using the information from the Stock Card, explain the effect on the balance sheet if the business treated all associated stock costs as period costs.
2 marks
1.1.5
Leigh is not sure whether the stock he is buying is suitable for his target market. Other than sales returns, explain another measure that the business could use to determine the suitability of its stock.
2 marks

1.2
At the end of December there was a flash flood in Melbourne and some of the stock in the warehouse was affected. If Leigh has the goods rewired he can sell them at the selling prices shown below. Leigh supplied the following information for the damaged stock.

	Product
	Quantity on Hand

(Units)
	Cost Price

$
	Selling Price

$

	Standard Pizza Oven

Super Crema Coffee Maker

Bain Marie 
	12

23

16
	8 000

3 500

3 000
	12 000

5 250

4 500


Leigh calculated that the cost to rewire the Standard Pizza Ovens and the Super Crema Coffee Makers would be $2000 each. Each Bain Marie required a new panel at a cost of $500 each.

Required

1.2.1 
Complete the table in the answer book to show the Net Realisable Value for each line of stock.

1 mark

1.2.2
Prepare the General Journal entry to record the stock write-down on 31 December 2009. (A narration is not required.) 
2 marks

1.2.3
State the effect on each element of the accounting equation of Rayden Retail if the stock write-down was not recorded.
 3 marks

1.3
During February 2010 the business received $20 000 plus $2000 GST from KKs Greek Tavern. This amount was for the purchase of kitchen appliances for kitchen renovations, which Rayden Retail agreed to supply in March. At the end of March 2010 Leigh has supplied everything except an extraction fan with an agreed sales price of $3500. Leigh applied a mark-up of 50% for this transaction.

Required

1.3.1 
Show the General Journal entry required at 31 March 2010 to record the sales revenue earned. 
(A narration is not required.)

4 marks

1.3.2
Show how this transaction would appear in the Prepaid Sales Revenue and Sales Revenue accounts in the General Ledger at 31 March 2010, after all balancing and closing entries have been made. 
4 marks

1.4
One of Leigh’s suppliers, Aska, agrees to pay Leigh a commission of $150 for every one of their brand of industrial dishwashers that Rayden Retail sold in the first six months of 2010. At 31 March when the accounting reports were prepared, Leigh had sold 7 of the dishwashers. Leigh received her first cheque from Aska for the commission on 5 May 2010. The cheque was for $1815, which included $165 of GST (Receipt 823). 
Required


Record the cash received on 5 May 2009 in the Cash Receipts Journal.
 2 marks

1.5
At 30 June 2010, Leigh’s accountant provided her with the following information.


Dec. 2009
Mar. 2010
June 2010


Quarter
Quarter
Quarter
Working Capital Ratio

    Current Assets  
2.20:1
2.50:1
3.25:1

Current Liabilities

Quick Asset Ratio

Current Assets – (Stock + prepayments)
1.37:1
1.15:1
0.80:1

   Current Liabilities – bank overdraft

Cash Flow Ratio

Net Cash Flow from Operating Activities
1.40:1
1.90:1
1.60:1

         Average Current Liabilities

Debtors Turnover

Average Debtors x 365
36 days
42 days
56 days

      Credit Sales
Required

1.5.1
Explain how the Cash Flow Ratio is used as a measure of liquidity.
2 marks
1.5.2
Explain the trend in the Quick Asset Ratio. Suggest two reasons to explain the discrepancy in the trends in the Working Capital Ratio and the Quick Asset Ratio. 
4 marks
1.5.3
Explain the impact of the trend in the Debtors Turnover of Rayden Retail on (1) the Working Capital and (2) liquidity.

 4 marks
1.5.4
The industry average for Debtors Turnover is 30 days. Explain how Rayden Retail could use this data to improve their management of debtors. 
1 mark 

Total: 45 marks

Question 2: Pete’s Paradise

Peter Holman is the owner of a business called Pete’s Paradise that sells a range of home and kitchen wares, furniture and appliances. Peter has suppliers from Australia and overseas. The accounting system used is a double-entry accrual system of recording and reporting. The business maintains a perpetual stock recording system and uses control accounts for Debtors, Creditors and Stock.

2.1 On 30 June 2009 Peter prepares a Budgeted Cash Flow Statement for the forthcoming quarter. At 30 September 2009 Peter then prepares a Cash Variance Report. The Cash Flow from Operating Activities section appears below.

Pete’s Paradise

Cash Variance Report extract for quarter ending 30 September 2009
	Operating Activities 
	Budgeted

$
	Actual 

$

	
	
	

	Inflow
	
	

	Cash Sales
	60 000
	48 000

	Receipts from Debtors
	40 000
	42 000

	
	100 000
	90 000

	Outflow
	
	

	Payments to Creditors
	(50 000)
	(40 000)

	Wages
	(6 000)
	5 000

	Advertising
	(4 000)
	0

	Electricity
	(300)
	(400)

	
	(60 300)
	(45 400)

	Net Cash Inflow from Operating Activities
	39 700
	44 600


Required

2.1.1 
Complete the Cash Variance Report in the answer book.
 2 marks
2.1.2 
Using information from the Cash Variance Report, explain one possible reason for the variance in Cash Inflow from Operating Activities for the quarter.
1 mark

Peter established that the Cost of Goods Sold for the quarter was $50 000.

2.1.3
State one possible reason why Cost of Goods Sold was more than payments to creditors. 
1 mark
2.2
On 30 September 2009 Peter asked you to prepare budgeted financial reports for the following quarter ending 31 December 2009. Peter has provided the following information. 


Assume a four-week month. 

At the 30 September 2009 the business had the following balances.
Debtors Schedule as at 30 September 2009

	Debtor
	$

	Simmons Furniture
	4 400

	Peterhead Distributors
	2 300

	Colombo Enterprises
	3 200

	American Stuff Ltd
	900

	Balance as per Debtors Control account
	 10 800


Creditors Schedule as at 30 September 2009

	Creditor
	$

	Victorian Homewares
	5 600

	Happy Valley Pty Ltd
	4 300

	Broughton’s Emporium
	2 200

	Balance as per Creditors Control account
	 12 100


Other account balances as at 30 September 2009

	Accounts
	$

	Stock Control
	30 000

	Capital
	50 000

	Vehicle
	32 000

	Fixtures and Fittings
	12 000

	Loan—Southern Rock Bank (repayable $15 000 per year)
	60 000

	Prepaid Insurance Expense
	100

	Accumulated Depreciation—Vehicle
	500

	Accrued Electricity Expense
	400

	Accumulated Depreciation—Fixture and Fittings
	1 100

	Bank
	39 200



Additional information
· Cash Sales are equal to 60% of total sales. Total Sales are expected to be $100 000 for the quarter

· 70% of Debtors usually pay in the quarter of the sale, with 30% paying the following quarter. No bad debts are expected. Peter offers a 5% discount if debtors pay within 14 days. He estimates this will equal $2640 for the quarter.

· Peter pays wages to staff of $500 per week. He also pays $200 a month for cleaning and $300 a month for advertising.

· Stock Loss is estimated at $100 per month.
· The business pays off the loan monthly at the rate of $15 000 a year.
· Interest paid on the loan is $250 per month.

· Mark-up is 100% on cost price.

· Credit purchases of stock for the last quarter was $60 000. This is expected to remain the same this quarter. 

· Depreciation for the furniture and fittings is calculated at 10% per annum.

· Creditors control at the end of the quarter is expected to equal $19 100.

· The prepaid insurance expense is related to a policy taken out on 1 November 2008, for 12 months, for $1200. Peter is planning to take out the same policy on 1 November 2009.

· The accrued electricity is payable on the 31 October for electricity used for the period 1 July to 
30 September. The same amount of electricity is expected to be used over the following quarter. The next payment for electricity is due on 31 January 2010.

· The annual depreciation on the vehicle is calculated at $6000.

· Drawings per month are budgeted to be $1000.

Required

2.2.1
Reconstruct the Debtors Control Ledger account to calculate the budgeted Debtors at End for the quarter ending 31 December 2009.
 4 marks
2.2.2
Prepare a statement for the Budgeted Cash Flow from Operating Activities for the quarter ending 
31 December 2009.

 5 marks
2.2.3
Explain how preparing a Budgeted Cash Flow Statement quarterly instead of annually may improve the cash control of Peter’s business.
 2 marks
2.2.4
Prepare the Budgeted Profit and Loss Statement for the quarter ending 31 December 2009.

7 marks
2.2.5
Explain one reason, why it is important to calculate Gross Profit. Refer to a qualitative characteristic in your answer.

2 marks
2.2.6
Prepare the Liabilities section of the Budgeted Balance Sheet as at 31 December 2009.

2 marks

2.3 
Peter purchased a vehicle, which was used for deliveries, on 1 July 2007 for $24 000, plus $2400 GST, with an expected residual value of $4000 and an estimated useful life of five years.


At 30 September 2009 the vehicle was traded in for a new vehicle costing $32 000, plus $3200 GST.


The new vehicle will have an estimated useful life of four years and an estimated residual value of $6000. 


Peter received a trade-in allowance of $16 000 for the old vehicle with the remaining balance due to Valley Motors by 31 December 2009. (The credit terms are 5/45, n/90 on the balance owing on the vehicle.)
Required

2.3.1
Calculate the accumulated depreciation expense of the vehicle at 30 September 2009.

2 marks
2.3.2
Explain how a loss on disposal of an asset can occur.

2 marks
2.3.3
Prepare the General Journal entries to record the disposal of the vehicle at 30 September 2009. (Narrations are not required.)
 4 marks
2.3.4 
Explain why the profit or loss on disposal of the vehicle calculated in Question 2.3.3 is included in the Profit and Loss Statement.

1 mark
2.3.5 Record the payment (Cheque 456) on 31 October 2009 for the amount owing to Valley Motors.
2 marks
2.4
Pete has provided the following information regarding the businesses performance over the last two years.


2007
2008

Return on Assets
40%
34%

         Net Profit         
Average Total Assets
Asset Turnover 
.6 times
 .7 times

              Sales             
Average Total Assets
Required

2.4.1
Explain what this change in Asset Turnover is indicating about the profitability of Pete’s Paradise.

2 marks
2.4.2
Explain how the Return on Assets can decrease in 2008 despite the significant increase in the Asset Turnover.
 2 marks

2007
2008

Stock Turnover
66 days 
61 days

Average Stock x 365
 Cost of Goods Sold

Gross Profit Ratio  
60% 

55%

Gross Profit
      Sales
2.4.3 
Explain the likely effect the above trends would have on the Gross Profit of Pete’s Paradise.
2 marks
2.4.4 
Suggest two ways Peter could improve the Gross Profit Ratio.
 2 marks

Total: 45 marks

END OF QUESTION BOOK
ACCOUNTING UNIT 4

Practice written examination 2009

Reading time: 15 minutes

Writing time: 1 hour 30 minutes

ANSWER book

Instructions

· A question book is provided with this answer book.

· Answer all questions in the spaces provided in this book. 

· Refer to the Instructions on the front cover of the question book.

Name …………………………………………………….
Teacher ……………………………….....

Students are NOT permitted to bring mobile phones and/or any other unauthorised electronic devices into the examination room.
Question 1: Rayden Retail
1.1.1 

Product: Deluxe Pizza Oven
Recording method: FIFO

	Date
2009
	Details
	IN
	OUT
	BALANCE

	
	
	Units
	Cost
	Total
	Units
	Cost
	Total
	Units
	Cost
	Total

	Oct. 1
	Balance
	
	
	
	
	
	
	2

3
	8 000

8 500
	16 000

25 500

	Oct. 5
	Invoice 672


	
	
	
	2
	8 000
	16 000
	3
	8 500
	25 500

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


4 marks

1.1.2

Cash Payments Journal

	Date

2009
	Details
	Chq

No.
	Bank
	Disc.

Rev.
	Creditors
	Stock


	Wages
	Drawings
	GST
	Sundries

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


General Journal

	Date
2009
	Particulars
	General Ledger
	Subsidiary Ledger

	
	
	Debit
	Credit
	Debit
	Credit

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


7 marks

1.1.3

	Explanation

	

	

	

	

	


3 marks
1.1.4

	Explanation

	

	

	


2 marks
1.1.5

	Explanation

	

	

	


2 marks

1.2.1

	Calculation space




	Product
	Quantity on Hand

(Units)
	Cost Price

$
	Selling 

Price

$
	Net Realisable

Value

$

	Standard Pizza Oven


	12
	8 000
	12 000
	

	Super Crema Coffee Maker


	23
	3 500
	5 250
	

	Bain Marie
	16
	3 000
	4 500
	


1 mark
1.2.2

General Journal

	Date
2009
	Particulars
	General Ledger
	Subsidiary Ledger

	
	
	Debit
	Credit
	Debit
	Credit

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


2 marks

1.2.3

	Balance Sheet
	Overstated/Understated/No effect
	$

	Assets
	
	

	Liabilities
	
	

	Owner's Equity
	
	


3 marks

1.3.1

General Journal

	Date
2010
	Particulars
	General Ledger
	Subsidiary Ledger

	
	
	Debit
	Credit
	Debit
	Credit

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


4 marks

1.3.2

	Prepaid Sales Revenue

	2010
	Cross Reference
	$
	2010
	Cross Reference
	$

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


	Sales Revenue

	2010
	Cross Reference
	$
	2010
	Cross Reference
	$

	
	
	
	
	
	

	
	
	
	
	
	


4 marks

1.4

Cash Receipts Journal

	Date

2010
	Details
	Rec.

No.
	Bank
	Commission 

Revenue
	Debtors
	Cost of Sales
	Sales
	GST
	Sundries



	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


2 marks

1.5.1

	Explanation

	

	

	


2 marks

1.5.2

	Explanation

	

	Suggestion 1

	

	Suggestion 2

	


4 marks
1.5.3

	Impact on Working Capital Ratio

	

	

	Impact on liquidity

	

	


4 marks
1.5.4
	Explanation

	

	


1 mark
Total: 45 marks
Question 2: Pete’s Paradise

2.1.1

Pete’s Paradise

Cash Variance Report extract for quarter ending 30 September 2009
	Operating Activities 
	Budgeted 

$
	Actual 

$
	Variance 

$
	Favourable/
Unfavourable

	
	
	
	
	

	Inflow
	
	
	
	

	Cash Sales 
	60 000
	48 000
	
	

	Receipts from Debtors
	40 000
	42 000
	
	

	
	100 000
	90 000
	
	

	Outflow
	
	
	
	

	Payments to Creditors
	(50 000)
	(40 000)
	
	

	Wages
	(6 000)
	5 000
	
	

	Advertising
	(4 000)
	0
	
	

	Electricity
	(300)
	(400)
	
	

	
	(60 300)
	(45 400)
	
	

	Net Cash Inflow from Operating Activities
	39 700
	44 600
	
	


2 marks

2.1.2

	Explanation

	

	


1 mark
2.1.3

	Reason

	

	


1 mark

2.2.1

	Calculation space




	Debtors Control

	2010
	Cross Reference
	$
	2010
	Cross Reference
	$

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


4 marks

2.2.2

Pete’s Paradise

Budgeted Cash Flow from Operating Activities for the quarter ending 31 December 2009

	Cash Flow from Operating Activities
	$
	$

	Cash Inflow
	
	

	
	
	

	
	
	

	
	
	

	Cash Outflow
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Net Cash      flow from Operating Activities
	
	


5 marks

2.2.3

	Explanation

	

	


2 marks
2.2.4

Pete’s Paradise

Budgeted Profit and Loss Statement for the quarter ending 31 December 2009

	Revenue
	$
	$

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


7 marks

2.2.5
	Qualitative characteristic 

	Explanation

	

	


2 marks

2.2.6

Pete’s Paradise

Budgeted Liabilities as at 31 December 2009

	
	$
	$

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Total Liabilities
	
	


2 marks

2.3.1 

	

	
	


2 marks

2.3.2
	Explanation

	

	


2 marks

2.3.3

Pete’s Paradise

General Journal

	Date
2009
	Particulars
	General Ledger
	Subsidiary Ledger

	
	
	Debit
	Credit
	Debit
	Credit

	
	
	
	
	
	

	
	     
	
	
	
	

	
	
	
	
	
	

	
	     
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


4 marks

2.3.4

	Explanation

	

	


1 mark

2.3.5

Cash Payments Journal

	Date

2009
	Details
	Chq

No.
	Bank
	Disc.

Rev.
	Creditors
	Stock

Control
	Wages
	Draw-ings
	GST
	Sundries

	
	
	
	
	
	
	
	
	
	
	


2 marks

2.3.3

Pete’s Paradise

General Journal

	Date
2009
	Particulars
	General Ledger
	Subsidiary Ledger

	
	
	Debit
	Credit
	Debit
	Credit

	
	
	
	
	
	

	
	     
	
	
	
	

	
	
	
	
	
	

	
	     
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


4 marks

2.3.4

	Explanation

	

	


1 mark

2.3.5

Cash Payments Journal

	Date

2009
	Details
	Chq

No.
	Bank
	Disc.

Rev.
	Creditors
	Stock

Control
	Wages
	Draw-ings
	GST
	Sundries

	
	
	
	
	
	
	
	
	
	
	


2 marks

2.4.1

	Explanation

	

	


2 marks

2.4.2

	Explanation

	

	


2 marks

2.4.3

	Explanation  

	

	

	


2 marks

2.4.4

	Suggestion 1

	Suggestion 2


2 marks
Total: 45 marks
END OF ANSWER BOOK
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