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e  You should show your workings.
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made on a cash basis. Purchases of goods for resale are made infcash and on credit
No TR |

At 1 January 2025, the business’s assets and liabilities included the following:

N

$

10% jpank loan (repayable 2028)

8400L  guod xVoy = F$RYo <P

furniture and equipment at carrying value*'®¥ 20800¢

inventory

other payable: general expenses owing

other receivable: rent ‘Repaid

trade payables

b3 2\0
8792 Yald owing
183 ¢,
320 A
4914 |

The following information is available for the year ended 31 December 2025.

1 The summary of receipts and payments shown on bank statements is as follows:

receipts
cash takings Sales DePocit W Banke 79320

proceeds from disposal of equipment NcA 945 -<€00 = WS Guan On D'S?OS«L

payments
additional equipment w{¢A

bank loan interest

carriage inwards + Povchage¢
drawings & CapsL

general expenses

rent

trade payables Paymants

$

80265

3200
630
148

14880

4410

8380

4 4+6%0 - bUou

67372 ¥ 6D

Houssam owns a retail business. He does not maintain full accounting records. All sales are

2  There were unpresented cheques of $680 for payments to trade payables at the year end.

3 Payments to trade payables were made after deducting cash discounts of $390. D&

Unpresented cheques means cheques issued by business for payments but not

yet presented in bank. These amount are not included on bank statement.

Rent = R3g0 +320 +s1o =[@20]

GownersL exPense - W10 - I} -THlo -
G enevo\ ox®

8if C7) -
Bk W
c/d Towst yg] -

Bld Towrrg]  \K3
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Cash takings were banked after making the following payments:

3

Cagllp
| ¥ BIF - | Bk EY Y
drawings 2850 GaSh Aqaey | Dravms 2230
purchases of goods for resale 3172 ales Yodhageg ;M
wages 13860 \Wageg R} 60
— /4L -
5 The equipment sold during the year had a carrying value of at the time of sale.

6  At31December 2025: 10S11Nq Balawe<

v~ furniture and equipmen
s~ rent of $510 was owi
" general expenses

L~ the balance of trade payables was $5520

Bld 20%00|Dispxx Koo

¢ lued at $19500 Dop)
was valued at $ MAbone 3200 Dop 3+00
re prepaid © c/d \q<o0

== inventory was valued at $11434. C\DS“N‘S

(a) Calculate the total purchases of goods for resale for the year ended 31 December 2025.

Tvade Yaydles

........................................... e
Baane LA b S\ A

[T)) S 24404 .
V<o
Reteved,. .. 390
Ba\ae. /... S0
e N2V
...... TotebL  RYurchageg
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(b) Prepare the statement of profit or loss for the year ended 31 December 2025. Use the space

provided to show your workings.

Houssam

Statement of profit or loss for the year ended 31 December 2025

LT VO
LAessn Colk OC Sales
........... Y VY
B S SO LY,
MY Ganyiade wwads
........ Less ... €Oy W‘ﬂlwmb‘j

LlesS Bspenges
obom Taevest (630 12007 o® [Ruoo x10/)
...... Gemev%ex?cm[wmbml
......... 2

.......... NN BLES... ot

......... PeReecrabon. Lweonkang 1
......................... ROBEL
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Workings:
revenue $qq 202

costofsales LA + WosA2 + WG - Wuay = 3R
depreciation
See Woking on Yaqe =
general expenses ’pa%{ 2
rent ?a%e -
[14]
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(c) Explain, with reference to the relevant accounting concept, how drawings are treated in the
financial statements of a business.

As per business entity concept owner and business are separate entities

therefore drawings are adjusted (deducted) from capital and are not shown
2 IE L =) =T o 1= YRR

(d) State two reasons why Houssam may have chosen not to maintain full accounting records.

1 ..No. knawledge, .skills. ar.understanding. of. accounting .and.double. entry........

© Cambridge University Press & Assessment 2026 9706/22/F/M/26
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Additional information
Houssam has now decided that he will need to maintain more detailed accounting records. He is
considering using a computerised accounting system.

7 ]

(e) Advise Houssam whether or not he should use a computerised accounting system.
Justify your answer by considering the advantages and disadvantages of computerised
accounting systems.

~Advantages:

~1).Speed and effiCIeNCY. .. ...
2) Accuracy

--3)-Better-record keeping-so-large-volume-data-can-be-stored.. .o
4) better control over business

3) security risk (hack and virus)
-4} system failure-such-as-technical issues-and-power-failure- -

[Total: 30]
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A business has a year end of 31 December. On 1 January 2025, the business owned
three vehicles.

vehicle cost date of purchase
$
A 30000 | 1 January 2023 2023 + 20N
B 24000 | 1 July 2024 2052\ (‘6,“]
33000 | 1 August 2024 204 Cslnﬂ
<000

Vehicles are depreciated by 20% per annum using the straight-line method. The policy is to
provide depreciation on a month-by-month basis in the year of purchase but none in the year

of sale.
Nsv
(a) Calculate the total carrying value of vehicles at 1 January 2025. at Sk

Additional information
exchanie Mwanle 7 V66D

On 1 September 2025, vehicle D, cost|$35000| was acquired.|Vehicle Ajwas given in part
exchange, and the balance was settled by a bank transfer of $18200.

(b) Prepare the vehicles at cost ledger account for the year ended 31 December 2025.

: ]

Vehicles at

93{% details $ ggtg . details $
130 | Bdanle b|d Koo | LSRL | DisPosal 300
13hL | Ran e 19200

LSt [ DsPocel | Avowance] 16200 | 33 Dec | Ralanee </d Q000
_— Q2000 \ 22000
LJan Ralanke Lid 22000

[4]
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(c) Calculate the profit or loss on disposal of vehicle A. &
........................ COSK e D200
......................... Aecomiated DRveciaban. .. (000
........................... o ng AV MBOOR e
.......................... Bxchange  Mlowae o NSROO
.................................... Loss...on DeSPRal. . X200 BT

(d) Explain two accounting concepts which are applied when non-current assets

are depreciated.

concept 1 ...... Matching and accrual concept
: The reason for charging depreciation is to spread the

L2 0] = =11 T
cost of non current asset over'its useful Tifeé 'so that

............................. revenue generated from use of asset can be matched . .

against depreciation charged during the year.
concept 2 ........ PrUdence ........................................................................................................
explanation ...Charging depreciation ensures that profit and the value of
non current assets are not overstated.

(4]

[Total: 15]
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The statement of financial position of N plc at 1 January 2025 included the following:
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equity OVening Balalleg

issued capital: ordinary shares of $0.25 each 660000 —
share premium 175000
revaluation reserve 110000
retained earnings 367000
total equity 1312000

During the year ended 31 December 2025, the following took place:

—

£0 22 - 2840000 Shaveg

1 April

Property was revalued at $740000 from $880000. -

N \Yoooo

1 July

1 September

A bonus issue of 3 ordinary shares for every 5 ordinary shares held on this

2640000 X3)S gate was made. Reserve§ wereznaintained in their most flexible form.
= W S = BRL6600

202 =~ <KYU<LoH

A dividend of $0.02 per share was paid on all shares in issue at this date.
WNLA0 x 0 - = O

1 December | Arights issue of 1 ordinary share for every 3 ordinary shares in issue at
WMo %3y | this date was made. The shares were issued aﬂy.%\per share. The
e issue was fully subscribed. e o

»v Bemuin

The profit for the year ended 31 December 2025 was $92500.

(a) Prepare the statement of changes in equity for the year ended 31 December 2025.

N plc

Statement of changes in equity for the year ended 31 December 2025

share share revaluation | retained total
capital premium reserve earnings
$ $ $ $ $
at 1 January 2025 660000 175000 110000 367000 1312000
L Apv L
%?eﬂj' RavelLation - - (\\oaxg (30009 (\Uocms)
\ Sept
b TeCue 2w | (Vsoo) - Ruoy | -
1 St e&
Vi a - - - W0)| (Kuuko)
\ [N Moo x0-1% | WMoRa00<0 0 -
- Rt Tssve 000 \\oRD - - URYD
3% Ve
Rt T the Yo B} - - Sco | ANsD |
at 31 December 2025
Moo | \og00 - o0 | \612820
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(b) Explain two advantages to a company of making a rights issue of shares rather than a new
issue of shares.

2 ....The.Cost.of issuing.shares.is low.sq.it.is.a cheaper.source. of finance.. In...
right issue cost of underwriting of shares and prospectus issuing is not

[4]
Additional information
The directors are considering creating a general reserve.
(c) Explain one reason for creating a general reserve.
..Can be used to pay dividends in future years
.Gan be used for future uncertainties
............................................................................................................................................. [2]

[Total: 15]
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V Limited makes one type of product and uses marginal costing.

(a) Define each of the following terms:

(i) marginal cost
It is the cost of producing one extra unit of output. Variable cost

Additional information

The following information is available about current production.

per unit

selling price 84 - 32 -
direct materials’'v| 3kg at $8 perkg - 2.4
direct labour 4 hours at $12 per hour = U<} 2

Units made and sold per month: 3600

Fixed costs per month: $28 260

(b) Calculate the current profit per month.

......................................................................................................................................... ..
...... Toteb . Comtvlodon. LS00 %2000 o N300,

© Cambridge University Press & Assessment 2026 9706/22/F/M/26
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Additional information
The directors have made the following decisions:

e Increase the labour rate per hour by 5%. 2406~ \2-6
*  Set atarget profit per month of $18000.
*  Maintain current levels of production and sales. 3600 onls

The directors are aware that they will need to increase the selling price per unit as a result of
these decisions.

(c) Calculate the increase in the selling price per unit in order to achieve the target profit.

D™ =) 29
O-L (uwrens] Soq EWY

Conbibdion  Rev Ut PR

€
Trlerse » KT -KU = [>2s
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At another factory, which also uses marginal costing, a different product is made. The following
forecast information is available.

\ - EF’?(-

per unit
$
selling price 28-2
direct materials 9
direct labour 12

Units made and sold per month: 8000

Fixed costs per month: $28 700

ODd Lk

The factory is currently operating at full capacity.

QA+ ¢S = EB-S

The directors have been informed of a large increase in direct material costs of 50% per unit.
They are considering two options.

option A

tsxo/z2% (R<s-23]=|$w0-2

*  Alter the design of the product so that 20% less materials are required to make one unit.
* Increase monthly expenditure on advertising by $4000 as a result of which monthly demand
should increase by 10%. The factory can operate in overtime conditions. <goo “nilks

option B

In overtime conditions, direct labour is paid a premium of 40%.

Lt g - B

*  Order all direct materials from a new supplier.

«  Maintain current levels of production and sales. €000 LW 18

*  This supplier will also charge the increased cost per unit but is prepared to offer a trade
discount of 30% for making bulk orders. $\3-S - N-08S

= aug
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(d) Prepare marginal costing statements to show the monthly profit to be made for each option.

(i) option A Novmal Ovey bine.
........................................................... Cal QA NORRL
........................................................... 302 o TNV = S o o JL T S

Contviavtin Yev.omt S22 O M
. MNesof oniS. x RO ... -3 7
............ Tote\ Combbubon . MVboo 2> MWDo
2 vess . Bxel Cost CagFoe. £90001 3eg
..................................................................... Robt o8R0 7

(ii) option B

R Contadbon Vv i 6'SS.
e X NGO A, RRzCO_
e MR GO SN0
___________ esey. Bxed Cosh o e
TSR 5 - 22500
..................................................................................................................................... [6]
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Additional information
All direct materials are ordered from one supplier. Under option A, the Just in Time (JIT) method
of inventory control is used. It is not possible to use JIT for option B.

16 _l

(e) Advise the directors which option they should choose. Justify your choice by discussing
both financial and non-financial factors.
Option 1
“JIT method means no inventories will be held therefore no working capital ™
.will. be tied.up.and.there. will be .no warehousing.cost.. However altering.the....
design of the product to save material may not be welcome by customers.
“Advertising - will-improve -brand-image-and supplying-higher-output-means -
greater market share. In overtime the morale of workforce maybe low and

they may compromise on quality. The workforce maybe require training to
.adjust.change.in.design..The. business.also.earning.lesser. profit.in.option. 1...

Changing a supplier means business needs to ensure timely delivery,
...quality.of. material.and.needs.to.negotiate.credit.terms.. Also reliability..of........

new supplier needs to be considered. Material will be obtained in bulk
“which will increase its chances of going obsolets; damage and ocutdated

also labour needs to be trained to use new material. Profit under option in

[Total: 30]
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