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ANSWER ALL THREE QUESTIONS
33 marks in all

Answer ALL questions. Show all working: a correct figure with no working may earn little credit. In
journal entries write Dr and Cr, use the account names given or standard account names, and make
sure total debits equal total credits. Narrations are not required. GST is 15%; an amount including
GST × 3/23 is the GST, and × 20/23 is the amount excluding GST.

Formula sheet
GST (15%): GST = amount including GST × 3/23; amount excluding GST = amount including GST × 20/23.
Straight line depreciation = cost × rate; diminishing value = carrying amount × rate; units of use = rate per unit
× units used. Carrying amount = cost − accumulated depreciation. Allowance for doubtful debts = % ×
accounts receivable after write-offs. Purchases = cost of goods sold + closing inventory − opening inventory.
Cash from customers = sales + opening accounts receivable − closing accounts receivable − bad debts (−
returns and discounts allowed). Cash paid to suppliers = purchases + opening accounts payable − closing
accounts payable (− discounts received).

Question One (9 marks)

(a) At balance day, 31 March, the following adjustments are needed. Complete the general journal
entry for each one. Use the account names shown; narrations are not required.

(i) Record the invoices issued on balance day for fees received that have not yet been
recorded: $1 863 including GST.

(ii) Adjust the Allowance for doubtful debts. Accounts receivable after all write-offs are $14 900.
The allowance is to be 2% of accounts receivable; the existing allowance has a credit balance
of $220.

[4 marks]

(b) Insurance paid during the year totalled $3 000, recorded as a debit balance in the Insurance
general ledger account at 31 March. The payment covers 12 months, and 2 months of the cover
are unexpired (belong to next year).

Complete the Insurance general ledger account for 31 March, including the balancing figure
after each entry and the closing entry.

[5 marks]
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Question Two (11 marks)

(a) Information for the year ended 31 March:

Studio equipment: assets costing $31 600 were held all year and depreciated at 25% p.a.
straight line. Additions to studio equipment costing $4 800 were made 3 months before balance
day and are depreciated at the same rate from the date of purchase.

Computers: one item with a carrying amount of $1 900 was sold for $2 100 on the last day of
the year. Depreciation on the computers that remain is 30% diminishing value of their opening
carrying amount (the opening carrying amount less the item sold).

Complete the note for property, plant and equipment, and state the gain or loss on disposal.

Year ended 31 March ($) Studio equipment Computers Total

Opening carrying amount 28 600 21 800 50 400

plus Additions

less Disposals

less Depreciation

Closing carrying amount

[6 marks]

(b) At balance day, accounts receivable per the trial balance are $56 600 and the allowance for
doubtful debts has a credit balance of $600. Bad debts of $1 150 including GST are to be written
off. After the write-off, the allowance is to be 2% of accounts receivable.

Calculate the bad debts expense, the doubtful debts expense (or reduction), and complete the
accounts receivable note for the Statement of Financial Position.

Note: Accounts receivable (at balance day) Amount ($)          

Accounts receivable

less Allowance for doubtful debts

Net accounts receivable

[5 marks]
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THE WORKED ANSWER TO THAT QUESTION
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WORKED SOLUTIONS
Answers & worked solutions

ANSWER ALL THREE QUESTIONS

Question 1 (9 marks) [Adjustments in the general journal and general ledger]

(a) At balance day, 31 March, the following adjustments are needed. Complete the general journal entry
for each one. Use the account names shown; narrations are not required. (i) Record the invoices issued
on balance day for fees received that have not yet been recorded: $1 863 including GST. (ii) Adjust the
Allowance for doubtful debts. Accounts receivable after all write-offs are $14 900. The allowance is to be
2% of accounts receivable; the existing allowance has a credit balance of $220.

(a) Answer: (i) Dr Accounts receivable $1 863; Cr Fees received $1 620; Cr GST (payable)
$243. (ii) Dr Doubtful debts $78; Cr Allowance for doubtful debts $78.

• Evidence level: Excellence (records each adjustment with equal debits and credits and a correctly
calculated figure).

• Entry (i): The fees are earned this year, so they are revenue now (invoice basis): debit Accounts
receivable for the full amount, credit Fees received $1 620 and GST (payable) $243. Entry: Dr
Accounts receivable $1 863; Cr Fees received $1 620; Cr GST (payable) $243.

• Entry (ii): Required allowance = $14 900 × 2% = $298. This is $78 more than the existing $220, so
increase the allowance: debit Doubtful debts, credit Allowance for doubtful debts $78. Entry: Dr
Doubtful debts $78; Cr Allowance for doubtful debts $78.

• Check: in each entry total debits equal total credits.

KEY TAKEAWAY
Every adjustment is a journal entry with equal debits and credits: identify the two accounts, work out
the amount (watch GST and rates), then debit the right one.

(b) Insurance paid during the year totalled $3 000, recorded as a debit balance in the Insurance general
ledger account at 31 March. The payment covers 12 months, and 2 months of the cover are unexpired
(belong to next year). Complete the Insurance general ledger account for 31 March, including the
balancing figure after each entry and the closing entry.

(b) Answer: Insurance: Prepayments $500 cr (balance $2 500 dr); Income summary $2 500 cr
(balance 0)

• Evidence level: Merit (calculates the prepayment, balances the account and closes it).

• Prepayment = $3 000 × 2/12 = $500 (the unexpired part is an asset).

• Insurance account: 31/03 Balance $3 000 dr. Prepayments cr $500, balance $2 500 dr. Income
summary (closing entry) cr $2 500, balance 0.

• Expense for the year = $3 000 − $500 = $2 500. Debit the Prepayments account for $500.

KEY TAKEAWAY
A ledger account is finished by balancing after every entry and ending at 0 with a closing entry; the
adjustment account (Prepayments, Accrued expenses or Revenue received in advance) is the contra
entry.

LOS: Adjustments in the general journal and general ledger (91176)
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LIKED THIS SAMPLE?

The full paper is the real thing.

THIS FREE SAMPLE

A short extract: the opening questions of Paper
1, then their worked answers. 2 pages in all.

THE FULL PAPER

Three questions made of several multi-part
problems answered in writing (constructed
response, no multiple choice), with a worked
solution for every part that shows whether it is
aimed at Achieved, Merit or Excellence. 11
pages, with a worked solution for every question.

What you get with each paper

A complete, timed paper in the real exam layout, not just a taste of it.

A worked solution for every question: numbered steps, why each wrong option is wrong, and a key
takeaway.

20 different papers in this set. Every one uses new questions, so each extra paper is new practice,
not a repeat.

An A4 PDF emailed straight after payment, made for printing.

Get Paper 1 now
A$11.99 one-off, instant PDF download. Tap or click here.

Or see all 20 NCEA Level 2 Accounting 91176 Prepare papers:
testpapershub.com/collections/ncea-level-2-accounting-91176-prepare/

Getting the most from a practice paper

1 Print it and set the timer shown on the cover. Answer every question before looking at any
solution.

2 Mark it against the worked solutions and note the topics that cost you marks.

3 Retry the questions you missed a day later, then use the next paper to check the fix held.

Not sure which paper to start with, or have a question before you buy? Email support@testpapershub.com and a real person
will reply, normally within one business day. These are original practice papers, not official past papers, and are not affiliated
with any exam authority.

testpapershub.com

https://testpapershub.com/products/ncea-level-2-accounting-91176-prepare-practice-paper-1/?utm_source=free-sample&utm_medium=pdf&utm_campaign=ncea-level-2-accounting-91176-prepare
https://testpapershub.com/collections/ncea-level-2-accounting-91176-prepare/?utm_source=free-sample&utm_medium=pdf&utm_campaign=ncea-level-2-accounting-91176-prepare
https://testpapershub.com/?utm_source=free-sample&utm_medium=pdf&utm_campaign=ncea-level-2-accounting-91176-prepare

