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1 Alan, Brian and Clive have been in partnership for several years sharing profits in the ratio 3: 2: 1,
after charging an annual salary for Alan of $18 000 and interest on capital of 6% per annum.

Financial statements are prepared to 30 June.

Additional information:

1
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The capital account balances on 1 July 2010 were:

$
Alan 42 500
Brian 32 000
Clive 28 000

Alan retired on 31 December 2010. Dilip was admitted to the partnership on this date.

Dilip introduced fixed capital of $50 000. Brian also contributed a further $50 000 fixed
capital.

It was decided that the profit sharing ratio for Brian, Clive and Dilip would be 2: 1: 1 after
charging an annual salary for Dilip of $10 000 and interest on capital of 6% per annum.

The following adjustments were made on 31 December 2010:

Goodwill was valued at $132 000 for the purposes of the change in partnership and
the following revaluations were made:

NBV Revalued amount
$ $
Non-current Assets 350 000 300 000
Trade Receivables 242 000 216 000
Trade Payables 83 000 73 000

Goodwill is not to be retained in the books of account.

Any balance on Alan’s capital account on the date of retirement is to be transferred to
his current account.
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REQUIRED

(@) Prepare partners’ capital accounts in columnar form for the year ended 30 June 2011.  [13]

The current account balances on 1 July 2010 were:

$
Alan 16 852 Cr
Brian 7 482 Dr
Clive 11 743 Cr

The partners made drawings in their profit sharing ratios.
The total drawings were:

$30 000 on 31 December 2010 (immediately prior to the partnership change)
$20 000 on 30 June 2011

The net profit for the year ended 30 June 2011 was $48 000 and this accrued evenly throughout
the year.

Any final balance owed to Alan is to be paid through the bank account.

REQUIRED:
(b) Prepare an appropriation account for the year ended 30 June 2011. [14]
(c) Prepare partners’ current accounts in columnar form for the year ended 30 June 2011. [9]

(d) Identify two possible advantages and two possible disadvantages to Brian and Clive of
admitting Dilip to the partnership on the retirement of Alan. [4]

[Total: 40]
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2 The following information is available for Phoenicia Ltd for the year ended 30 June 2011.

Inventories at 1 July 2010 $28 000
Inventories at 30 June 2011 $34 000
Rate of inventory turnover 8 times
Gross profit percentage 35%
Net profit percentage 12%
Income gearing 40%

Administrative expenses were twice as much as distribution costs.
The share capital consists of 250 000 ordinary shares of $0.50 nominal value.
Dividends paid during the year were $0.05 per share.

The directors are not required to implement the IAS regulations because Phoenicia Ltd is a private
limited company.

REQUIRED

(@) Prepare an income statement (profit and loss account) and appropriation account, in as much
detail as possible, for the year ended 30 June 2011. [20]
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The directors of Phoenicia Ltd have decided to invest in either Algebra plc or Vector plc.

Financial information for these two companies is shown below:

For the year ended 30 June 2011

Algebra plc
$000
Profit from operations 100
Finance charges (40)
Profit for the year 60
Preference dividend (8)
Ordinary dividend (20)
Retained profit for the year 32
At 30 June 2011
Algebra plc
$000
Non-current assets 850
Net current assets 80
2020 8% Debentures 500
430
Ordinary shares of $1 100
8% $1 Preference shares 100
Retained profit 230
430

Vector plc
$000
200
(70)
130
(40)
(10)
80
Vector plc
$000
Non-current assets 1450
Net current assets 130
2016 10% Debentures 700
880
Ordinary shares of $1 100
8% $1 Preference shares 500
Retained profit 280
880

The market value of one ordinary share at 30 June 2011 in each company was:

Algebra plc $2.50
Vector plc $3.25
REQUIRED:

(b) For each company calculate the following ratios giving your answer to two decimal places.

(i) Gearing ratio

(ii) Earnings per share
(iii) Price earnings ratio
(iv) Dividend cover

(v) Dividend per share
(vi) Dividend yield

[12]

(c) Based on these calculations advise the directors of Phoenicia Ltd whether they should invest
in either Algebra plc or Vector plc. Give reasons for your decision.

© UCLES 2011 9706/41/0/N/11
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[Total: 40]
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3 Jardiniere Ltd manufactures three types of garden chairs, Alpha, Beta and Gamma, using the
same raw materials. The budget for November and December 2011 showed the following details

per unit.
Alpha Beta Gamma
$ $ $

Selling price 58 52 47

Direct labour 12 15 9

Direct materials 21 21 14

Variable overheads 12 10 10

Fixed overheads 3 2 3
REQUIRED
(@) Calculate the contribution per unit of each variety of chair. [8]

(b) Jardiniere Ltd manufactures 10 000 units of each type of chair per month.

Prepare a profit statement which shows the budgeted profit for November. [8]

The cost of material is $7 per kilo.

Due to festivals and holidays in December only 70% of the total material required will be
delivered.

REQUIRED

(c) Prepare a statement which shows the optimum production plan and maximum profit achievable
as a result of the material shortage in December. [14]

(d) The company has a contract to supply 5000 of each type of chair to a major customer.
Calculate the loss in total profit for December as a result of satisfying this contract. [10]

[Total: 40]

© UCLES 2011 9706/41/0/N/11



7
BLANK PAGE

© UCLES 2011 9706/41/0/N/11



8
BLANK PAGE

Permission to reproduce items where third-party owned material protected by copyright is included has been sought and cleared where possible. Every
reasonable effort has been made by the publisher (UCLES) to trace copyright holders, but if any items requiring clearance have unwittingly been included, the
publisher will be pleased to make amends at the earliest possible opportunity.

University of Cambridge International Examinations is part of the Cambridge Assessment Group. Cambridge Assessment is the brand name of University of
Cambridge Local Examinations Syndicate (UCLES), which is itself a department of the University of Cambridge.
© UCLES 2011 9706/41/0/N/11




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 15%)
  /CalRGBProfile (ColorMatch RGB)
  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /CreateJDFFile false
  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.245 841.846]
>> setpagedevice


