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NO.1 Which of the following is NOT a source of short-term finance?
A. Increase in trade receivables
B. Increase in trade payables
C. Debt factoring
D. Increase in a bank overdraft
Answer: A

NO.2 Why are excise duties an attractive method of raising tax for governments?
Select TWO that apply.
A. Low cost of collection compared to other forms of taxation.
B. High yields from the tax.
C. Encourages consumption of products such as alcohol.
D. Popular form of tax for the tax payer as it can be reclaimed.
E. Ensures that the tax levied on all taxpayers is the same irrespective of their spending habits.
Answer: A B

NO.3 An entity opens a new factory and receives a government grant of $25,000 towards the cost of
new plant and equipment. This new plant and equipment originally costs $100,000.
The entity uses the net cost method allowed by IAS 20 Accounting for Government Grants and
Disclosure of Government Assistance to record government grants of this nature. All plant and
equipment is depreciated at
20% a year on a straight line basis.
Calculate the amount of depreciation to be included for this plant and equipment in the statement of
profit of loss for the factory's first year of operation.
Give your answer to the nearest whole $.
Answer:
$15000

NO.4 ABC has the following working capital ratios at 31 December 20X2:
During the year ended 31 December 20X4 credit purchases were $1,700,000 and at 31 December
20X4 the outstanding trade payables balance was $340,000

 

Calculate the working capital cycle for ABC.
Give your answer to the nearest whole number of days and assume there are 365 days in a year.

 

Answer: Pending
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NO.5 Country X charges corporate income tax at the rate of 20% on all income irrespective of
whether it is paid out as a dividend. Country Y charges corporate income tax at the rate of 25% on all
income.
An entity, AA, which is resident in Country X pays a dividend of $100,000 to another entity, BB, which
is resident in Country Y.
Countries X and Y have a double taxation treaty which adopts the exemption method in respect of
this type of transaction.
What is BB's liability to tax in Country Y in respect of the dividend income received?
A. No tax will be payable.
B. Tax will be payable at 20%.
C. Tax will be payable at 25%.
D. Tax will be payable at 25% less a credit given for the 20% already paid by AA in Country X.
Answer: A

NO.6 Indicate the possible reasons for the changes identified below to working capital ratios by
placing the appropriate reason against each change.

Answer:
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NO.7 STU commenced trading on 1 January. Total sales for the month of January were $250,000.
which were 75% on credit and 25% for cash. Sales are expected to increase by 10% a month
Irrecoverable debts are estimated to be 5% of credit sales Of the credit sales expected to pay, 50%
pay in the month following the sale and the remaining 50% the month after.
The cash expected to be received in February is:
A. $151,563
B. $162,500
C. $157,813
D. $156,250
Answer: C

NO.8 The statement of profit or loss for PQ, ST and AB for the year ended 31 December 20X0 are
shown below:
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1. PQ acquired 80% of its subsidiary, ST, on 1 January 20X0 and 40% of its associate, AB, on 1
September 20X0.
2. Since acquistion PQ has sold goods to ST and AB for $20,000 and $30,000 respectively. At the year
end both ST and AB have 50% of these goods remaining in inventory. PQ uses a mark-up of 20% on all
of its sales.
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3. Since acquisition the goodwill in respect of ST has been impaired by $8,000 and the investment in
AB has been impaired by $2,000.
4. PQ uses the fair value method for non-controlling interest at acquisition.
Calculate the profit attributable to the non-controlling interests disclosed in PQ's consolidated
statement of profit or loss for the year ended 31 December 20X0.
Give your answer to the nearest whole $.
Answer:
$8000

NO.9 An entity purchased equipment on 1 April 20X4 for $200,000. The equipment was depreciated
using the reducing balance method at 20% a year.
Depreciation was charged up to and including 31 March 20X7. At that date the recoverable amount
of the equipment was $94,000.
Calculate the impairment loss on the equipment in accordance with IAS 36 Impairment of Assets.
Give your answer to the nearest whole $.
Answer:
$8400

NO.10 Which of the following methods could be used by a tax authority to reduce tax evasion and
avoidance?
A. Increase tax rates to compensate for losses due to evasion.
B. Reduce penalties for avoidance.
C. Reduce requirements to have tax returns audited.
D. Simplify the tax structure, minimizing allowances and exemptions.
Answer: D

NO.11 Which of the following is NOT a feature of a multi-stage sales tax?
A. The entire tax burden is usually passed to the final consumer.
B. Tax is charged each time a product is sold in the chain from manufacturer through to retailer.
C. Tax is applied at the retail level only and not at production level.
D. Credit may not be allowed for taxes paid on sales within the chain from manufacturer through to
retailer.
Answer: C

NO.12 The following information is extracted from the statement of financial position for ZZ at 31
March 20X3:
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Included within cost of sales in the statement of profit or loss for the year ended 31 March 20X3 is 
$20 million relating to the loss on the sale of plant and equipment which had cost $100 million in
June 20X1.
Depreciation is charged on all plant and equipment at 25% on a straight line basis with a full year's
depreciation charged in the year of acquisition and none in the year of sale.
The revaluation reserve relates to the revaluation of ZZ's property.
The total depreciation charge for property, plant and equipment in ZZ's statement of profit of loss for
the year ended 31 March 20X3 is $80 million.
The corporate income tax expense in ZZ's statement of profit or loss for year ended 31 March 20X3 is 
$28 million.
ZZ is preparing its statement of cash flows for the year ended 31 March 20X3.
What figure should be included for corporate income tax paid in order to arrive at the net cash flow
from operating activities?
Give your answer to the nearest $ million.
Answer:
$21 million

NO.13 Which of the following would NOT be assessed for tax under a Pay-As-You-Earn system?
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A. Profit-sharing payments received by an employee.
B. Benefits in kind received by an employee.
C. Commissions received by an employee.
D. The wealth of an employee.
Answer: D

NO.14 TUV owns property that has a carrying amount greater than its original cost due to a
revaluation 2 years ago.
The property continues to be used by TUV up lo the date of its disposal and is sold for more than its
carrying amount.
Which THREE of the following correctly describe the accounting treatment for the disposal of the
property?
A. The gam on disposal is recognised in the statement ot profit or loss
B. The gain on disposal is recognised in other comprehensive income
C. The property is depreciated based on its original cost up to the date ot disposal
D. The remaining balance on the revaluation surplus is transferred to the statement of profit or loss
E. The property is depreciated based on its revalued amount up to the date of disposal
F. The remaining balance on the revaluation surplus is transferred to retained earnings
Answer: A E F

NO.15 An entity acquires 100% of the equity shares in another entity.
The consideration paid for the shares is less than the fair value of the net assets acquired.
Which of the following is the correct accounting treatment for the difference between the
consideration paid and the fair value of the net assets acquired, in accordance with IFRS 3 Business
Combinations?
A. Recognise as a gain in the consolidated statement of profit or loss.
B. Recognise as a deferred credit and release to consolidated profit or loss over its useful economic
life.
C. Recognise as a deduction from goodwill in the consolidated statement of financial position.
D. Recognise as a gain in the statement of changes in equity.
Answer: A

NO.16 ABC uses an aggressive approach to managing its working capital. XYZ uses a conservative
approach to managing its working capital.
Which of the following is ABC more at risk of compared to XYZ?
A. Inventory obsolescence
B. Running out of cash
C. High finance costs
D. Receivables not paying on time
Answer: B

NO.17 Which of the following is NOT a principle in the CIMA Code of Ethics for Professional
Accountants?
A. Integrity
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B. Professional competence and due care
C. Timeliness
D. Objectivity
Answer: C

NO.18 The financial statements of JK for the year ended 31 August 20X4 were approved on 10
November 20X4.
Within these financial statements which of the following would have been treated as a non-adjusting
event in accordance with IAS 10 Events After the Reporting Period?
A. Inventory which was originally valued at its cost of $45,000 being sold for $37,000 in September
20X4.
B. A fire in JK's main warehouse on 3 September 20X4 destroying 60% of the inventory that had been
held at the year end.
C. Notification received on 31 August that one of JK's major customers had gone into liquidation and
was unlikely to pay any outstanding invoices.
D. The completion of a court case on 5 November 20X4 in which JK was ordered to pay damages of
$150,000.
Answer: B

NO.19 In Country X, trading losses in any year can be carried back and set off against trading profits
in the previous year, with any unrelieved losses carried forward to set against the first available trade
profits in future years.
GH had the following taxable profits and losses in years 20X1 to 20X4:

 

What are the taxable profits for 20X4, assuming the most efficient use of the loss is made?
A. $65,000
B. $95,000
C. $100,000
D. $70,000
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Answer: B

NO.20 The development of an international financial reporting standard generally goes through a
number of stages.
Which of the following is NOT a stage of development?
A. Producing an exposure draft for public comment
B. Establishing an advisory committee
C. Developing and publishing a discussion paper
D. Establishing an interpretations committee
Answer: D

NO.21 When calculating the gam chargeable to tax on the disposal of a building, which of the
following would NOT be an allowable deduction?
A. Interest on a loan that was used to assist with its original purchase.
B. Costs of constructing an extension to the building.
C. Legal fees arising on the original purchase of the building.
D. Estate agent's fee payable on its sale.
Answer: A

NO.22 Country J is a newly formed independent country and it's accounting professionals are
considering adopting international financial reporting standards (IFRS).
Which of the following is a disadvantage to Country J of adopting IFRS as their local generally
accepted accounting practice (GAAP)?
A. IFRS are quick to implement which reduces the costs involved.
B. Specific local variations that might be needed will not be accommodated.
C. Facilitates comparability with other countries who use IFRS as their local GAAP.
D. Easier to adopt standards which have already been developed.
Answer: B

NO.23 When developing local Generally Accepted Accounting Principles (known as local GAAP) some
countries start with International Financial Reporting Standards (IFRSs) which are then amended to
reflect local needs and conditions.
This type of approach is classified as:
A. Adoption of IFRSs as local GAAP.
B. Using IFRSs as a model for local GAAP.
C. IFRSs having a persuasive influence in formulating local GAAP.
D. IFRSs having little or no impact in formulating local GAAP.
Answer: B

NO.24 Company Y is using some of the money from a share issue to purchase a new office building.
The company is also using some of the money to purchase inventories. Which method of financing is
this?
A. Conservative financing
B. Matching financing
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C. Aggressive financing
Answer: A

NO.25 Which THREE of the following are part of the International Accounting Standards Committee
(IASC) Foundation structure?
A. International Accounting Standards Board
B. Standards Advisory Council
C. International Financial Reporting Interpretations Committee
D. International Organisation of Securities Commission
E. Standards Application Council
F. International Financial Reporting Evaluations Committee
Answer: A B C
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