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AGA KHAN UNIVERSITY EXAMINATION BOARD
SECONDARY SCHOOL CERTIFICATE
CLASS X
ANNUAL EXAMINATIONS 2022
Principles of Accounting

Time: 1 hour 40 minutes Marks: 50 (1/

INSTRUCTIONS Jox
1. Read each question carefully. « Q \

2. Answer the questions on the s@a ansy@gheet prEV‘Qed. DO NOT write your answers on the

question paper.
3. There are 100 answ ers on the answengheet”Use answer numbers 1 to 50 only.

4. In each question, there are four choices@, B, C, D. Choose ONE. On the answer grid, black
out the circle Nour choice with a pen shown below.

Correct Way Incorrect Ways Candidate’s Signature

1Oe0® 1 ®OE®E
2 ®EOO
s ®EEE
«t®EOE

5. If you want to change your answer, ERASE the first answer completely with a rubber, before
blacking out a new circle.

6. DO NOT write anything in the answer grid. The computer only records what is in the circles.

7. The marks obtained on the 50 MCQs will be equated to the total marks of 75 for the theory
examination results.

8. You may use a simple calculator if you wish.

9. Wherever new terminologies are mentioned their old terminologies are mentioned in the brackets
for your assistance.
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1.  The following details are related to the assets of Rida Enterprises as on January 01, 2020:

Account Title Amount (Rs)
Trade receivables 210,000
Provision for doubtful debts (bad debts) 14,700

The trade receivables as on December 31, 2020 amounted to Rs 190,000 and the business
charges provision for doubtful debt at 7% of trade receivable balance. (1/

The amount of net trade receivables on December 31, 2020 would beQ(L

A. Rs 166,200 (1/

B. Rs 176,700 *
C. Rs 187,200

D. Rs 195,300 & AN

2.  The BASIC reason for maintaining provision for gout@ debt (bad debt) is to@

A.  ascertain actual amount of profit. \\ qu

B.  decrease tax liability.
C. increase trade receivables. Q *
*

D promote sales. Q\
3. All of the following conditions W&;@creisit@\aue o@&s EXCEPT

A. bad debt expense.

B.  bad debt recovered. \/
C. bad debt written off.
D. depreciationwense. %’
4.  Thegiven tat@ esents the schedul€ Ok trade receivables maintained by Absaar Traders:
NaN O\
Period Age of Trade Receivables Amount Due

XT 1303 Rs 90,000

I %&" days Rs 90,000
i ,(‘Cbl-go days Rs 90,000

-
v 90 + days Rs 90,000

As per the aging method of charging provision for doubtful debts (bad debts), the period with
the highest amount of doubtful debts (bad debts) is

I

I
i
v

OCOw>
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Aging of trade receivables means arranging customers based on

A. the age of an outstanding invoice.

B.  the number of credit transactions with the business.
C.  the number of years of affiliation with the business.
D. their ages or seniority.

Lubna Traders collected Rs 9,000 from a customer. The account of the customer was
previously written off as a bad debt.

The general entry that will be made to show the net effect of the g(viglzmsaction would be

Account to be Debited Account to be Credited

Bad debt recdfered/ provision f \
%)ubtful (bad) debt &,

A Cash

Bad debt recovered/ provision for N
B doubtful (bad) debt ,\(\ Cash ¢ §
o
Cash ‘\V Sales revenue
Sales revenue (;\,
(O

Which of the following assets is N epreciated norm t{\

\

A. Building

\N
B. Equipment (b.® \0

C. Furniture

D. Land \/

At the time of recording of depreciati(%gpreciation expense is recorded as debit because of
increase in ses whereas the provi for depreciation is recorded as credit because it

increase@ alue of q
A, @enue Q

) *
capital. \
contra asset. \Q
liability.

The metho |ng depreciation that is NORMALLY applied, on the basis of usage of an
asset duri ticular year is known as

diminishing balance method.
production method.

straight line method.

sum of the year digit method.

COow>
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10. Due to liquidity issues, a business decided to decrease the percentage of credit sales. As a
result, the amount of provision for doubtful debts (bad debts) in the current year decreased.

Assuming that there are no changes in trade receivables, during the year, the general entry for
recording the decrease in provision for doubtful debts (bad debts) would then be

Account to be Debited Account to be Credited
A Bad debts expense Bad debt rEcovered
B Bad debts recovered Provision for doﬁﬁbebts (bad debts)
C Bad debt recovered Bj{'&%b‘(expense
D Provision for doubtful debts (bad debts) w\eﬁts recovered \

01, 2018 and the useful life of the machine is 10 years. THe Wusiness uses sum ewear digit

11. Abusiness bought a machine costing Rs 275,000. The date @Jrchase of the mac Nis Jaly
method for charging depreciation and the accounting @ nds on December ch year.
*

Based on the given situation, the amount of degKeciﬁiion on the machine%the year 2019

would be
A. Rs22,500 . Q(b' . Q

\
¢ R S, &

D. Rs 47,500 fox @(b.
12. Hansa Associates dispos@ machine that resﬁ@m a loss of Rs 9,000.

This loss will resulgin decrease in %,
A. gross p%{b' q
g ggt % expense. . Q
D. @revenue. N
13. A busmess sold a non-cu e\?%et costing Rs 900,000 at a gain of Rs 35,000.

Based on the g&@@gn, the amount of gain will be
gai

debited a t cash account.

debited against accumulated depreciation account.
credited against machine account.

credited against disposal account.

COow>
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Use the given information to answer Q.14 and Q.15.

Johar Manufacturers bought a machine costing Rs 880,000. The machine can be used to produce
220,000 units in a life span of 10 years.

The production of the machine for the first three years are as under:

Year Units produced
2019 20,000 ‘-l/
2020 35,000 N
2021 28,000 (\Q
14. Based on the given situation, the amount of accumulated depr!ﬁation on the mach% ason
December 31, 2021 would be 6

A. Rs 112,000 OQ

B. Rs 220,000

C. Rs 332,000 AN

D. Rs548,000 (b’s. QQ
15. At the end of the year 2021, Johar N@macturers exchan e existing machine with a new

machine. The cost of the new ine Was{s 1,020,00

a loss of Rs 40,000. <r : 0 \

Based on the givenw&;]e agrseSQ trade i ance and the amount of cash to be paid

would be \/
Trade in Allowance Cash to be Paid
A O Rssogoo, Rs 512,000
\ Rs 508000~ Rs 472,000
s Rs'5g8,000 Rs 512,000
?“D ,.?‘5:3823,000 Rs 472,000

X

PLEASE TURN OVER THE PAGE

the old machine was exchanged at
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A

B
C.
D

in the market.

Rs 15,000
Rs 25,000
Rs 35,000
Rs 45,000

16. Anzul Associates sold an old machine costing Rs 980,000 at Rs 640,000, respectively.
If the machine is sold at a gain of Rs 20,000, then the general entry to record the disposal of
machine would be
Particulars P.R. Debit Credit
Cash 640,000
Accumulated depreciation 360,00
A P O
Gain on disposal q V 20,000
: vV
Machine (\Q 980,000
v \%
Machine (\6, 980,000 Q
Gain on disposal 20,000
: : O O
Cash \N 640,000
Accumulated depreciation (X.\' - {\Q 360.000
Q N
y v N
Cash @ { ¢ |\ 620,000
: " N\
c Accumulated deprec‘la(b. s‘\ .‘(b' 380,000
Gain ondi \ 20,000
Machine O. 980,000
o C
O\ 980,000
- - J
<\ it on disposal N 20,000
%@ Cash \(\\ 620,000
Accuwaepreciaﬂon 380,000
&@U
17. A computer costing Rs 60,000 and having an accumulated depreciation of Rs 20,000 was sold

If it was sold at a loss of Rs 5,000, then the cash collected at the time of disposal would be

S$2202-3621110
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18. Handband Manufacturers produces handbands in bulk. The machine that produces the
handbands is depreciated by using units produced method. Details about the usage of the
machine is as under:

Account Title
Acquisition cost of machine Rs 1,200,000
Date of purchase January 01, 2018
Life of machine 2,300,000 units (l/
Scrap value Rs 50,000 P,
Handbands produced in 2018 80,000 urrig\)
Handbands produced in 2019 110,000 unit¢’ *
Handbands produced in 2020 100 @ units

On December 31, 2020, Handband Manufactur@osed this machine@n of Rs 25,000.
What would be the amount of cash recel\&§Handband Manufa%r against the disposal?

A. Rs 1,005,000 (b' . Q
B. Rs 1030000 . Q N\
C. Rs 1,055,000 .& Q
D. Rs 1,080,000 O (b"\

19. The gain on sale of@d.asset IS s nin an me statement under
A.  cost of sales.
B.  gross peofit %,
C. other, p\m
sz@ enue.

20. T@%Wlng amount ot'[r\a@ceivables appeared in the books of Sheena Traders:

Account Title Amount (Rs)
Trade receivablg30N January 01, 2021 190,000
Trade re%@g; on December 31, 2021 210,000
N\
Business maintains the provision for doubtful debts (bad debts) at 2% of trade receivable

balance.

If the provision for doubtful debts (bad debts) on January 01, 2021 amounted to Rs 3,800, then
the amount of provision that would be shown in the statement of financial position on
December 31, 2021 is

A. Rs 3,400
B. Rs3,800
C. Rs4,200
D. Rs400

PLEASE TURN OVER THE PAGE
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21. At the time of preparing closing entries, the item of statement of financial position that will be
closed is

A.  provision for doubtful debts (bad debts).
B.  provision for depreciation.

C. drawing account.

D. unearned commission.

Use the given information to answer Q.22, Q.23 and Q.24.

Following is the extract of a trial balance: (lil/

Account Title Amount (Rs)

4
Salaries expense 42,000 v *
Interest income 19,000 ’Q(O \

Trade receivables 150,00

Data for adjustment as on December 31, 2021: \\ q
. Salaries for the year amounted to Rs 48,0&@' ¢ Q

J Interest income for the year was Rs 24,00 Q\

. Bad debt is to be charged at 2% on nd b Y‘Qe \

22. If the unadjusted profit for the e(bémourwto Rs 9@ then based on the given situation
j <Ef¥tﬂnld be

the amount of adjusted p \/

A. Rs 79,000
B. Rs 89,000 %'
C. Rs91,000¢ b.
D.  Rs97,0Q0). q
23. Ifthen ent liabilities befo stment amount to Rs 147,000, then based on the given
situ e amount of adj t current liabilities would be

A. Rs 139,000 ()
B. Rs 141,000 @"
Rs 147 0&@
Rs 153,000
24. If the net current assets before adjustment amount to Rs 183,000, then based on the given
situation the amount of adjusted net current assets would be

A. Rs 169,000
B. Rs 174,000
C. Rs 179,000
D. Rs 185,000

S$2202-3621110
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25. The trial balance of Nimsay Traders showed the amount of rent expense as Rs 54,000, whereas
the data for adjustment showed rent expense for the year as Rs 63,000.

Based on the given situation, the adjusting entry that will be made at the end of the year will be

Particulars P.R. Debit Credit
A Rent expense 9,000
Rent payable o) 9,000
nyVv
P y 4
5 Rent expense (\( ,000
Cash % 2,000
)
AZ A8
\ A3
Rent expense a) 9,0Q0
C e Nt
Prepaid rent \ 9,000
> ®
5 Prepaid rent Q \ 9,000
Rent payablng RS Q\ 9,000
O« Y @ﬁ‘

Use the given informati

@swer Q.26 andw

On October 01, 2081, Misha Associates pal%advance rent of Rs 96,000. This rent is paid for a

period of eight n% :
26. The of rent that WI||§
{{%r 31, 2021, would b
%‘ Rs 12,000 (:Q

in the income statement of Misha Associates on

. Rs 36,000
C. Rs 60,000
D. Rs9g

27. If on October 01, 2021 rent was recorded as prepaid, then on December 31, 2021, the account
heads that would be debited and credited in the books of Misha Associates are

Account to be Debited

Account to be Credited

Prepaid rent

Cash

Rent expense

Prepaid rent

Prepaid rent

Rent expense

O|O|m|>

Rent payable

Cash

PLEASE TURN OVER THE PAGE
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28. In the statement of financial position, the net value at which a non-current asset is recorded
after using it for three years would be referred to as a

A.  cost price.

B. book value.

C. trade in value.

D. disposable value.

29. With reference to accounting for non-current assets, all of the following account heads are
shown in the statement of financial position EXCEPT for (1/

A. cost of the asset.

B. book value of the asset. (19

C.  depreciation for the year.

D. accumulated depreciation. \*

30. Following information is related to a business at the end @year:
N\
Account Title Amount (Rs)
Gross profit

x|
Trade receivables % @,0 0

Total unadjusted expense ,k\ N { &\E,OOO

Provision for doubtful debts opwgalag‘sO‘ & 4,000
{ ¥

The provision for doubtf@? (bad debts) is aoy'\st%t 10% of the trade receivable balance.

From the given infqmtion, the amount of @ed net profit is
A Rs8050Q7Q

B. Rs8l oqoz} q

C. Rs 8@0 QO

D. RQG 00 ‘Q\

S$2202-3621110
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31. The following balances are extracted from the books of Al-Hamra Traders:
e  Prepaid Insurance Rs 45,000

If the data for adjustment shows prepaid insurance of Rs 25,000, then the adjusting entry for the
insurance will be

Particulars P.R. Debit Credit
Insurance expense 20,000
A P )
Insurance payable P l/ 20,000
Prepaid insurance 20,000
o | a)
Insurance expense X *0,000
O O\

\' \}v
c Insurance payable ,\Q 20,0M

Insurance expense o \J ~ 20,000
x\\
Insurance expense . Q).

o

Prepaid Insurapce Q [\\ 20,000

Use the given information to a \;Q.QQQ&BB @S

The details related to tra(@wables ason Januw& 2021, are as under:

Account Title Amount (Rs)
Trade receivatll ) 135,000

_&
Provision §®btfu| debts (bad debl))y 1,350
- L W]

Itis e@ﬂ y of a business tQ arge provision for doubtful debts (bad debts) at 1% at year-end
trad vable balance. Tm@de receivables at the end of the year amounted to Rs 198,000.

32. The value of tradﬁgﬁvable that will be shown in the statement of financial position as on

December 31 would be
A. Rs 194670
B. Rs196,020
C. Rs 196,650
D. Rs197,370

33.  The amount of bad debt expense that will be shown in the income statement of business for the
year ending December 31, 2021, would be

A. Rs1,350
B. Rs1,980
C. Rs3,330
D. Rs630

PLEASE TURN OVER THE PAGE
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Abhnar Traders received a commission income of Rs 24,000 on June 01, 2021, recorded as
income. This amount is received for the month of June, July and August.

Based on the given situation, the adjusting entry that will be made on June 30, 2021, for the
commission would be

Particulars P.R. Debit Credit
A Cash 24,000
Commission income (1! 24,000
{
e
8 Commission income (?MO
Unearned commission v 24,0,@
A )
D AN
o [Csh 16,000 ('?
Commission income ’\ 16,000
X AN
5 Commission income (\'%' 0\1&)60
Unearned commissi‘fr\ S & 70\ 16,000

Use the given information to answer@ aan. (b$

The unadjusted net profit of a isiess amounted to RSQQ& Following errors were identified in
the records of the business.

Rent paid of Rs was posted in the cas%gount as Rs 900.

Carriage in érecorded in the bogks as Rs 8,700 instead of Rs 7,800.

Sales co s& of Rs 3,800 was %d in the books as commission income.

Furniture %Qng Rs 100,000 was ed during the year and recorded in the books, but
of Rs 3,000 on theﬁdrnlture was not charged in the records.

depr§

All of¥the given errors ex@ﬁas book keeping errors EXCEPT
A L

B. Il &Q

C. L

D. IV.

After rectification of the given errors, the adjusted net profit of the business would be

A. Rs 80,200
B. Rs82,200
C. Rs88,300
D. Rs92,100

S2202-3621110
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37. A customer returned goods worth Rs 10,000 to a business. The accountant wrongly recorded
this entry as purchase return debit and customer account credit.

The entry that will rectify the given error would be

Particulars P.R. Debit Credit
A Sales return 10,000
Purchases return A 10,000
Pl
Purchases return kf 000
B Sales return 10,000 N
Trade receivable 6 \ *0,000
O\ N
c Purchases return O\ 10,
Sales return \\ Q 10,000
Trade receivable 0 ;\ \ 20,000
D Purchases rey@\ { N 10,000
Sales retu N 0' 10,000
Py A

38. A business paid Rs@%r the repair and%%]ance of a machine. The accountant of the
business recorded the¥xpense as capital experditure instead of revenue expenditure.
The error n;#by the accountant is kr%ﬁ as the error of
ission. Q
émpensatlon Q
omplete reversal.
pr|n0|ple \

X

WJ>

PLEASE TURN OVER THE PAGE
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39. Neerfa Associates did not record the credit purchase of Rs 23,000 in their books.

The general entry that will be made in the given situation would be

Particulars P.R. Debit Credit
A Purchases 23,000
Trade payables 23,000
q
5 Purchases N)(]/
Suspense account q\) 23,000
VI 4
c O
c Trade payables 4 23,000 ,y\
Purchases . 0\ \ 23,000
N\
X QO
5 Suspense account (b' R Z@O
N .
Purchases ‘A Q & (\\ 23,000
N N
RN IS

U % o SO
40. A furniture (a non-curren@told for Rs'90,000 V\@rroneously recorded as sales revenue.
I

The general entry that will D& mades to corr tthMlen error would be
AN 54«

Particulars P.R. Debit Credit

Saldhve 90,000
A w/enue A\b

N\ Suspense accouqt » 90,000
A
& \ Y
r\

Furniture (b), 90,000

B V_ N
,Qliaevenue 90,000
»
c Sales revenue 90,000
Furniture 90,000
5 Suspense account 90,000
Sales revenue 90,000

S2202-3621110
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41.

42.

43.

Read the following entries:

l. wrong entry

Il.  correct entry
I1l.  closing entry
IV. corrected entry

The last entry that is made to CORRECT an accounting error is
A L
B. L (1/

C II.
D. IV Q
Taleem Associates bought a new machine on credit for busifl.el{purpose. This en&%was
recorded in the books as purchases debit and cash cre%

The general entry that will be made to correct t % error would be @

’A

Particulars P.R. Debit Credit

Machine @v R Qv’d‘**

Cash ’A Q\ (\\ *hkhk

A Purchases S & \ ~ falaiaied

Vengclgg e \ < ‘e‘ Fxk

N
S v *kkk

Purchase O
5 Vﬁbqr payable U’ folakele
\)U' Machine D) ke
A Cash . faleielel

4

\% N\
Machine c s *kkk

@)

*k*k*x
hﬁakhases

Ve’

Purthases el

Machine Fkkk

Which of the following errors result in the creation of a suspense account?

Error of casting

Error of commission
Error of complete reversal
Error of original entry

COow>

PLEASE TURN OVER THE PAGE
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44.  Which of the following errors is an example of ‘incomplete reversal’?

A.  Furniture purchased on account is recorded as purchases debit and cash credit.
B.  Goods purchased on cash is recorded as purchases debit and cash debit.

C. Interest received is recorded as interest income debit and bank credit.

D. Salaries paid is recorded as bank debit and salaries credit.

45. The ending balance of a trial balance is as under.
Debit balance Rs 98,300 (l/

Credit balance Rs 83,900 (k
If salaries paid of Rs 6,700 has been posted in salaries expense ac s 7,600, then the
ending balance of the suspense account would be *

A. Rs 13,500 credit. 6
B. Rs 13,500 debit. Q
C. Rs 15,300 credit. O
D. Rs 15,300 debit. .
46. The extract of a trial balance and a cash book.i under: 00_)
Trial Balance §

As on December 31, 2021

Qﬂ‘etlit C@T,}m (Rﬁx& Credit Column (Rs)

Total L4 Xrs000 @, 179,500

The difference in the tria&gl‘ce is due to non-tMr of the following discounts in the

general ledger.
A

Cash Book
4
.0\' . @eco)unt Allowed (Rs) Discount Received (Rs)
Tot &\ N 2,300 800

What would be the adjkﬁg.ﬁalance of suspense account ‘after posting’ the given discounts?

A. Nil

B. Rs800
C. Rs1,500
D. Rs2,300

S$2202-3621110
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47. Following errors were identified in the books of Anees Traders at the end of 2021:

Error I: Salaries paid in advance amounting to Rs 7,600 was not recorded in the books.

Error Il1: Goods sold to Absar Traders amounting to Rs 19,000 was charged to Abner Traders
account.

Error I11: Purchase of furniture costing Rs 18,000 was recorded in the books at Rs 180,000.

Error IV: Goods purchased from Muniba Associates for Rs 8,000 was recorded as purchases
debit of Rs 8,000 and Muniba Associates credit of Rs 800.

Which of the given errors will affect the agreement of trial balance omes Traders?

A. Errorl (1/

B. Errorll Q

C.  Error 1l (1/

D. Error IV *
48. If the cost of sales (cost of goods sold) is overstateQ@ this will @\

A.  overstate gross profit. . 0
B.  overstate total equity. \
C.  understate net profit. & Q

D. understate total asset
49. The accountant of a business p’ S pughase returns@s 2,500 in the books as sales
returns.

situation, the adjus r@ss profit for the b ould be
A. Rs10 %’

B. Rs 1 0

C.

D. ,000 q

50. @Qe Associates mlstahqﬂy recorded goods sold on credit of Rs 19,100 to Sajideen Traders
1

If the unadjusted gl@&@'f the Bﬁgness an@g d to Rs 97,500, then based on the given

1,900.
The accounting Q\{ade by Aarfeen Associates is known as

erroﬂ mission.
error ofomission.

error of original entry.
error of principle.

Cow>
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