Examination Practice
Questions & Answers for

-‘L]_:t @ 5 % é‘é’;‘ EXAMINATIONS

BOARD

Book-keeping
and Accounts

micH i

SECOND LEVEL

,‘- el
‘142})7(

The Official LCCI Examinations Board
Practice Questions Booklet

I O
[ W



Examination Practice
Questions for

Book-keeping
and Accounts

SECOND LEVEL

L [¢]

CHR

EXAMINATIONS
BOARD



BEERRB (CIP) ¥R

#Hic5ait®¥ (B2%) RESBE/RCBTHEESER
gk —T M TTREF HAREE, 2005.1

(BB THESHRFERIER)

ISBN 7 — 80677 — 909 — 4

I.%&- 1.4 II.&i%- 2300 - BkE%
— Rl - 3 IV.F230-44

= A B i CIP BT (2004) %5 132889 5

R 2 7= BA
AHHEERARR REFHRAETEARBER. £EF
T, AAHEMEIHTRUETFREHREE,
BRHA % &R 5. 19-2003-331 5

SR PR AR O M TR T RBAHS 1% 5 4)

ZH | I ARHERITER
BRI | AR A e B RS2l A PR A )
UHNTERAE O ERATLRKFR 111 5)
FrA | 889 2K < 1194 2K 1/16
Engk | 7.5
FH | 173 000 F
RRIK | 2005 5 1 A% 1R
EMIK | 20054 1 A% 1K
EN%k | 1~2 000 Mt
$5 | ISBN 7-80677-909—4/ F - 1163
FEH | 38.00 5T
MAMENEK R BEIOR, FWEEHE, ESKE KRBk,
RATEbE: ST AR D88 111 SHEE# 1075
HiE: (020) 83780718 83790316 HRE(ZFS: 510100
BEMg s HE TN AR B VE Bk B R U B S R 6 HR4 . 510100
(VALK IE B EITH.O) BiF: (020) 83781210
A3t Wi www. sun — book . com
RITE BENATR-.




LCCIEB 4y

LCCIEB (BP London Chamber of Commerce and Industry Examinations Board 3£
ERHATREFARNEXREE) RERENERNME. SR T 1890 4E,
HRIELEHA £ o0 MERKMMK R T HR PO, RERELERREH
BR%, FATE¥E%. BFEN3IA. 4A. 6 A. 11 HEtREMBFTLRE
—FR, HREGBAME—IFE. K—KiE. LCCIEB Bl & fik 45 7 J Bk
AERRMAEEERZ LR AN, FIREXE, MEA. MAFT., H
=, FEMEEEE—EFA “RPETIE" %%, LCCBiEHR L
I RFER A FFMZ—,

LCCIEB TEH [H

LCCIEB F 1995 FiAFHE, BAE T HERBEEW (NEEA) AR ENK
ERERRIL RS, BREE2E B M REETRELERA, FigY
FRANHEMN ., T4t XRMEFBREAE, HPHFSHRIIH
MMEBIR T A=AES], B 6 A+ #ic¥—% (Book - keeping Level
1), BS54 "% (Book - keeping & Accounts Level 2). &% =%
(Accounting Level 3), B3 £ if 2% =% (Management Accounting Level 3).
BA&it =, =% (Cost Accounting Level 2 +3). B&%it—. =% (Busi-
ness Statistics Level 2 +3),

BTHRELZRFER, HENERITH ML

www . Icciebchina.com; www. Iccieb.com

LCCIEB 585/ K

BEE T E S IMA WTO, ShEa e+ BB E IR R A, Sk, g
TN S 12 A 1 B3k B E Fro@ AR HE R LCCIEB B HR A A B E 2 FE bk, LC-
CIEB ¥ AR FF ia B A S BRI B KT



Contents

Introduction

First Level revisited

Partnership

Company accounts (1)

Company accounts (2)

Incomplete records

Manufacturing accounts

Stocks, stock valuations, and stock losses
Accounts of non-trading organisations
Branch accounts

Bills of exchange

Consignment accounts

Sales and purchases ledger control accounts
Errors and the use of suspense accounts
Accounts interpretation

11
15
19
22
26
29
33
37
39
42
45
49



Introduction

For assured success in the LCCIEB Second Level Book-keeping and Accounts examination,
your study of the principles and method of the discipline needs to be complemented by ample
practice in answering questions.The LCCIEB candidates’ guide, How to Pass Book-keeping and
Accounts, Second Level, provides numerous questions, many of examination standard, together
with worked examples. This booklet, Examination Practice Questions for Book-keeping and Accounts,
Second Level, provides a wide range of questions relating to the LCCIEB examination. By
working through these questions, you will reinforce your existing knowledge and increase your
experience in dealing with examination problems. Examination Practice Questions for Book-keeping
and Accounts Second Level can be used independently of, or in conjunction with, the How to Pass
title, which has its own progressive structure.

To obtain the maximum benefit from the examination practice questions, it is essential that you
work through them as far as you can before you consult the accompanying booklet, Answers to
Examination Practice Questions for Book-keeping and Accounts, Second Level.



First Level revisited

QUESTION 1

John Smith, an accounts student who has not studied very hard, produced the following Trial Balance
at 31 December Year 7:

A. Towner
Trial Balance at 31 December Year 7
£ £

Administration expenses 12,330
Bad debts written off 2,400
Capital 125,000
Carriage inwards 1,250
Carriage outwards 2,100
Creditors 18,700
Debtors 12,400
Depreciation for year:

Equipment 2,000

Plant 2,400
Discounts allowed 1,650
Discounts received 1,540
Drawings 14,000
Equipment 15,400
Plant 65,540
Premises 84,850
Accumulated depreciation:

Equipment 10,000

Plant _ 35,000
Purchases 42,000
Returns inwards 2,600
Returns outwards 2,300
Sales 88,700
Selling costs 14,320
Opening stock — 1 January Year 7 6,000
Closing stock — 31 December Year 7 7,000

346,060 223,420
REQUIRED

Prepare a correct Trial Balance.



QUESTION 2
In the books of Jones Ltd, the Provision for Doubtful Debts Account had a credit balance of £100 at
31 December Year 3.

At 31 December Year 4, debtors were £20,100, including an amount due of £100 from Finished Ltd,
which is to be written off as a bad debt. The provision for doubtful debts is to be 2% of the remaining
debtors.

At 31 December Year 5, debtors were £18,200, including an amount due of £200 from Dreamover Ltd,
which is to be written off as a bad debt. The provision for doubtful debts is to be reduced to 1% of the
remaining debtors.

At 31 December Year 6, debtors were £19,500 but £50 was received from Dreamover Ltd, which had
been written off as a bad debt in the previous year. However, a debt due from Kaput Ltd of £500 is to be
written off as a bad debt. The provision for doubtful debts is to remain at 1% of the remaining debtors.

REQUIRED

(a) Prepare the following ledger accounts for Years 4, 5, and 6:

(i) Bad Debts Account
(i) Provision for Doubtful Debts Account

(b) Prepare the Balance Sheet extracts for Years 4, 5, and 6.

QUESTION 3
At 1 January Year 6, the following ledger balances were brought forward from the previous year:
£
Electricity 800 Cr
Insurance 500 Dr
Rent payable 750 Dr

Rent receivable 600 Cr
The financial year ends on 31 December Year 6.

Note:
All rent payments and rent receipts are in advance.

{continued)



QUESTION 3 (continued)

The following cheque transactions took place during Year 6:

£
31 January Electricity 1,200
1 April Rent paid (6 months) 1,500
30 April Electricity 1,400
1 May Rent received (1 year) 3,600
1 July Insurance (1 year) 1,800
31 July Electricity 1,600
1 October Rent paid (6 months) 1,500
31 October  Electricity 1,800

Electricity accrued at 31 December was £700.

REQUIRED

Make entries in the four ledger accounts, showing the amounts prepaid or accrued at 1 January
Year 7.

QUESTION 4

Adams & Co. buys a motor vehicle, paying £10,000 by cheque, on 1 January Year 3. The depreciation
method used is the reducing balance method at 40% per annum. The company decided to accept an
offer of £1,000 for the motor vehicle on 31 December Year 5. This amount will not be received until
February Year 6.

REQUIRED

(@) Show all transactions in journal form, covering the purchase of the asset, the depreciation
accounts for each year, and the profit/loss on the disposal of the asset (narrations are not
required).

(b) Prepare the following ledger accounts:

(i) the Motor-vehicle Disposal Account
(i) the Provision for Depreciation Account for Years 3, 4, and 5



Partnership

QUESTION 1

Lien Hong and Chien Do are partners who share their profits and losses equally. The following Trial
Balance was extracted from their books at 31 March Year 8:

£ £
Capital Accounts:
Lien 22,000
Chien 18,000
Current Accounts:
Lien 1,460
Chien 880
Drawings Accounts:
Lien 4,400
Chien 6,750
Stock at 1 April Year 7 12,440
Purchases and sales 44,670 88,330
Carriage inwards 910
Carriage outwards 1,430
Debtors and creditors 14,770 6,750
Motor vans (at cost) 28,000
Provision for depreciation of motor vans 14,000
Fixtures and fittings (at cost) 10,000
Provision for depreciation of fixtures and fittings 2,200
Rent 5,400
Insurance 2,380
Electricity 3,330
Office expenses 11,440
Motor-vehicle expenses 4,340
Repairs and renewals 2,710
Balance at bank 1,220
Cash in hand 110

153,960 153,960

The partnership agreement states that:
(a) the partners are entitled to interest on their fixed capitals at 5% per annum;
(b) Lien is to receive an annual salary of £5,000.

The following information should be taken into account:

(1) The partners depreciate their fixed assets as follows:
Motor vans less 25% on written-down value;
Fixtures and fittings less 10% on cost.

(2) On 31 March Year 8 prepaid insurance was £180, electricity accrued due but not yet paid was £80,
and closing stock was valued at cost, which was £14,600.

(3) Motor-vehicle expenses, chargeable to the partners for their private use of the firm’s vehicles, are
£200 for Lien and £250 for Chien.

REQUIRED

Prepare the Trading and Profit & Loss Accounts, together with the Appropriation Account, for the year
ended 31 March Year 8, and a Balance Sheet at that date.



QUESTION 2

Hoa Tran and Linda Phang are two retailers who decided to merge their businesses into a partnership
from 1 January Year 9, and to share their profits and losses in the ratio 2:1.

At 31 December Year 8, their individual Balance Sheets showed:

Hoa Tran Linda Phang

£ £ £ £
Fixed Assets
Premises - 60,000
Motor vehicles 12,000 15,000
Fixtures and fittings 4,000 16,000

76,000 31,000

Current Assets
Stock 6,500 8,500
Debtors 4,500 7,000
Bank 7,000 14,000

18,000 29,500
Less Current Liabilities
Creditors 6,500 11,500 8,000 21,500
Capital 87,500 52,500

At 1 January Year 9, with the exception of the two items below, the assets and liabilities were valued
by each trader as shown in the above Balance Sheets. These assets and liabilities were transferred to
the new partnership.

Exceptions:
(1) It was agreed that the business of Hoa Tran had goodwill valued at £20,000.
(2) The debtors amount on Linda Phang's Balance Sheet is to be reduced by £700.

REQUIRED
in the books of the partnership at 1 January Year 9, prepare:

(a) journal entries to introduce the assets and liabilities of the partnership (narrations are not
required);

(b) the opening Balance Sheet of the partnership.



QUESTION 3

Ash and Oak are in partnership, sharing their profits and losses in the ratio 3:2. The following Trial
Balance is taken from the books at 31 October Year 8:

£ £
Ash 20,000
Oak 10,000
Net profit for year to 31 October Year 8 58,000
Creditors 5,000
Office equipment (at net book value) 25,000
Motor vehicles (at net book value) 20,000
Stock 8,000
Debtors 11,000
Cash 29,000

93,000 93,000

Notes:

(1) No appropriations of profit for the year have yet been made.

(2) Oak is entitied to a salary of £8,000 per annum.

(3) Ash decides to retire on 31 October Year 8. Pine will join Oak in partnership from 1 November

\ Year 8.

(4) The goodwill of the old partnership is valued at £20,000. An account was opened prior to Ash’s

retirement.

(5) Pine is to introduce £40,000 in cash as his capital immediately, but the goodwill account will not be
retained.

(6) In the new partnership, Oak and Pine will share profits and losses equally.

(7) The amount owed to Ash on his retirement is to be retained as a loan to the new partnership, except
for £10,000, which will be drawn in cash. At that time, Oak will also withdraw £10,000 in cash.

(8) Current Accounts are not kept.

(9) Goodwill will not appear in the ledger of the new partnership of Oak and Pine.

REQUIRED

(a) Prepare the Capital Accounts of the old and new partnerships necessary to record the above
transactions.

(b) Prepare the Balance Sheet of Oak and Pine at 1 November Year 8.



QUESTION 4

John and Michael have been in partnership for some years, sharing their profits and losses equally. At
30 June Year 9, their summarised balance sheet showed:

Fixed Assets £ £
Goodwill 25,000
Premises (at cost) 20,000
Motor vehicles (at net book value) 12,000
57,000
Current Assets
Stock 2,000
Debtors 14,000
Bank 8,000
24,000
Less Current Liabilities
Creditors 18,000
Working capital 6,000
63,000
Capital
John 33,000
Michael 30,000
63,000

They decided to dissolve the partnership and close the books at the Balance Sheet date on the
following terms:

(1) The premises were sold for £25,000 cash.

(2) John took a motor vehicle valued at £5,000 and Michael took one valued at £7,000.

(3) The goodwill and debtors were sold to Alesi & Co. for £40,000 cash.

(4) The stock was sold for £1,200 cash.

(6) There were dissolution expenses of £5600, paid in cash.

(6) Creditors were paid £16,500 cash in full and final settlement.

All these transactions took place on 30 June Year 9.

REQUIRED
In the books of the partnership at 30 June Year 9, prepare:

(a) journal entries to record the dissolution (narrations are not required);
(b) the Dissolution Account;

(c) the Capital Accounts, in columnar form.



QUESTION 5

Clyde, Spey, and Tweed are partners, sharing their profits and losses in the ratio 2:2:1. At 31 March
Year 6, their summarised Balance Sheet showed:

Fixed Assets £ £
Premises 80,000
Plant and machinery 34,000
Motor vehicles 25,000
139,000
Current Assets
Stock 25,000
Debtors 14,000
Bank 5,000
44,000
Less Current Liabilities
Creditors 18,000
Working capital 26,000
165,000
Capital
Clyde 66,000
Spey 66,000
Tweed 33,000
165,000

On 1 April Year 6, the partnership was sold to Stamford Ltd, which took over all the partnership assets
and liabilities, for £180,000. The purchase price was satisfied with 90,000 £1.00 ordinary shares in
Stamford Ltd, valued at £2.00 each. The shares were allocated to the partners in the ratio at which they
shared profits and losses.

REQUIRED
In the books of the partnership at 1 April Year 6, prepare:

(a) journal entries to record the realisation of the partnership (narrations are not required);
(b) the Realisation Account;

(c) the Capital Accounts, in columnar form.
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Company accounts (1)

QUESTION 1
The following information relates to Jordan Ltd for the year ended 30 April Year 10:
£
Net trading profit for the year 75,000
Profit & Loss Account (credit balance) 50,000
Interim ordinary dividend paid 6,000
Preference shares dividend paid:
Interim 4,000
Final 4,000
Authorised capital:
200,000 8% £1.00 preference shares 200,000
400,000 £1.00 ordinary shares 400,000
Called-up share capital:
100,000 8% £1.00 preference shares 100,000
300,000 £1.00 ordinary shares 300,000

The directors propose that a final dividend of £0.10 per ordinary share should be paid to ordinary
shareholders.

REQUIRED

Prepare a Profit & Loss Appropriation Account for the year ended 30 April Year 10, and a
Balance Sheet extract at that date.



Questions

QUESTION 2

At 30 September Year 15, the following details were extracted from the Trial Balance of Nadina and
Hooper Ltd:

£

Net trading profit for year 400,000
Share premium 80,000
10% debentures (repayable Year 18) 200,000
Debenture interest paid for the first half-year 10,000
Retained profits 250,000
Interim ordinary dividend paid 54,000
Preference shares dividend paid:

Interim 25,000

Final 25,000
Called-up share capital:

500,000 10% £1.00 preference shares 500,000

600,000 £0.50 ordinary shares 300,000

Additional information:

(1) There is a half-year’s debenture interest unpaid.

(2) The directors propose a final dividend of £0.05 per ordinary share.

(3) No allowance has been made for directors’ fees and salaries of £60,000 in arriving at the net trading
profit.

(4) The company has an authorised capital of 500,000 10% £1.00 preference shares and 1,000,000
£0.50 ordinary shares.

REQUIRED

(a) Prepare a statement to show the adjustment to Nadina and Hooper Ltd’s net profit.

(b) Prepare a Profit & Loss Appropriation Account for the year ended 30 September Year 15, and a
Balance Sheet extract at that date.

12



Company accounts (1)

QUESTION 3
At 30 June Year 12, the following Trial Balance was extracted from the books of Fenn & Galligan plc:
£ £
Authorised and called-up share capital:
640,000 £0.50 ordinary shares 320,000
150,000 8% £1.00 preference shares 150,000
Freehold land and buildings 420,000
Motor vehicles (at cost) 80,000
Provision for depreciation of motor vehicies
at 30 June Year 12 25,000
Fixtures and fittings (at cost) 60,000
Provision for depreciation of fixtures and fittings
at 30 June Year 12 15,000
Interim ordinary dividend paid 20,000
Interim preference dividend paid 6,000
Provision for doubtful debts at 1 July Year 11 1,000
Profit & Loss Account at 1 July Year 11 45,000
Net profit for the year 70,000
Share Premium Account 15,000
Balance at bank 65,000
12% debentures (repayable Year 19) 25,000
Debtors 80,000
Creditors 65,000
731,000 731,000

The following are to be taken into account:

(1) No provision has been made for directors’ fees and salaries of £15,000.

(2) The provision for doubtful debts is to be increased to 2.5% of debtors.

(3) The debenture interest for the second half-year has not been paid.

(4) The directors recommend payment of the preference dividend for the year to 30 June Year 12,
and a final dividend of £0.02 per share on the ordinary share capital.

REQUIRED
(a) Prepare a statement to show the adjustment to Fenn & Galligan plc’s net profit.

(b) Prepare Fenn & Galligan pic’s Profit & Loss Appropriation Account, in vertical form, for the year
ended 30 June Year 12, and a balance sheet at that date.
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