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Editor Note

. “Accounting Workbook” for senior middle school is write based on the “Accounting

Reference Book™ published by the Unified Curriculum Committee of Malaysian

Independent Chinese Secondary School (MICSS) Working Committee and in

compliance with the accounting principles and standards that stipulated by the

‘International Financial Reporting Standards’ (IFRS).

. There are three volumes of this workbook, which are suitable for students in Senior

Middle One, Two and Three in senior middle school. Its writing features are:

Each chapter has multiple choice and written questions;

Each multiple-choice question has four option circles designed to fit students
into blackening the corresponding letter on the “O” answer sheet;

Written questions are designed on one page with dotted lines, which can be torn
off and pasted on a note book. It is helpful for evaluating and consolidating
students’ learning and can also be used as material for students’ self-learning.
Each question design is from easy to difficult; step by step, it focuses on the
learning objectives and key points, improving thinking ability and expanding
application ability.

Practical, literacy-oriented exercises that develop students’ skills in handling
financial records and preparing financial statements.

It is suitable for senior middle students cognitive level, it strengthens their
systematic thinking and helps them master the overall concept.

In the process of answering questions, it promotes the ability of students to learn

and discuss with each other.

. Teachers can flexibly use the exercises in the workbook during the teaching

process and assign exercises to students according to their learning ability and

progress, so as to achieve the concept of teaching students in accordance with their

aptitude.



4. Tt strengthen students’ basic concepts of accounting through multiple choice
questions, short answer questions and subjective questions. It promotes students’
understanding of standards, develops management accounting knowledge and skills
such as formulate financial statements and analyze corporate financial performance,

etc. It will stimulate learning interest and improve problem-solving ability.

5. This workbook is accompanied by a general review. The questions cover the
comprehensive topics of each chapter, and extend the situation across chapters, so
that students can comprehensively apply the knowledge they have learned, deepen
their understanding, and understand the importance of accounting for business
management and business decision-making. In order to implement the goal of
“enjoy teaching, love learning, and achieve children” in the ‘Education Blueprint’

for Independent High Schools.

6. Ifthere are any errors, omissions or deficiencies in this workbook, users are welcome
to make corrections. Please email to accounting@dongzong.my for reference in

reprinting.



Chapter 23

Chapter 24

Chapter 25

Chapter 26

Chapter 27
Chapter 28
Chapter 29

Chapter 30

Contents

Preparation of financial statements for limited company —

TOELOAUCTION et e e e eeee s e e eeeens

Preparation of financial statements for limited company —

Accounting for shares, loan notes, dividend and reserves

Preparation of financial statements for limited

company — IFRS 18 ..c.cooiieccercceee e .

Preparation of financial statements for limited company —
IAS 7 Statement of cash flOWS ......ccccuvevcurvecrrnccirecrccrecns

Analysis of accoUNting ratios .........c.ceccceeureeereccreuruenrercecnenenns
BUdEtING ..
Introduction to cost aNalysIs ......ccceeveeeururerenccueirereccerereeaens
Cost — Volume — Profit analysis ......ccoceeeeeerrnccccrennccirennnes

Year End General Review QUEStions .........cccoevevereeececcncnennnee.

29 - 66

115-156

157 - 166

167 - 178

179 - 208



Clpter

1.

Preparation of financial
Statements for limited
company — Introduction

Multiple Choice Questions (MCQ) Section:

What is the main advantage of a limited liability company being a separate

legal entity?

@ Shareholders are fully responsible for the company’s legal issues.

Shareholders are not personally liable for the company’s legal
responsibilities.

@ The company cannot be sued.

©)

Shareholders must directly invoice in the management of the company.

In Malaysia, which type of company can be listed on the stock market?
@ Private limited company Public limited company
@ Unlimited liability company @ Sole proprietorship

What is a potential disadvantage of shareholders being excluded from
legal responsibilities in a limited liability company?

@ Shareholders may not pressure management to be accountable.
Shareholders must take on more legal responsibilities.

@ The company cannot enter into contracts.

@ The company loses its separate legal entity status.

What additional costs are associated with a company planning to list on the
stock market?

@ Marketing and advertising costs

Listing costs and issue costs

@ Professional and advisory fees

@ Research and development cost



Under which Companies Act is the Constitution introduced in Malaysia?
@ Companies Act 1965
Companies Act 2006
@ Companies Act 1985
@ Companies Act 2016

What is the significance of the Constitution for a limited liability company?
@ It outlines relationships between the company and its members.

It is compulsory for all companies to adopt.

@ It replaces the need for financial statements.

@ It is only required for public listed companies.

What is the primary purpose of the Memorandum of Association (MOA)?
@ To specify rules for internal management

To outline the company’s objectives and structure

@ To detail the company’s dividend policy

@ To govern the appointment of directors

Which of the following is NOT typically included in the Articles of Association
(AOA)?

@ Rules for internal management

Details of share capital

@ Company’s liability

@ Guidelines on company’s Borrowing power

Which document is subordinate to the Memorandum of Association (MOA)?
@ Constitution

Financial Statements

@ Shareholders’ Agreement

@ Articles of Association (AOA)
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14.

Preparation of financial Statements for limited company — Introduction

What is the main characteristic of ordinary shares?
@ They have a fixed dividend rate.

They are issued only at par value.

@ They carry voting rights.

@ They are classified as long-term debts.

Which type of preference share is classified as equity?
@ Redeemable Preference Share (RPS)
Irredeemable Preference Share (IPS)

@ Cumulative Preference Share

@ Non-Cumulative Preference Share

Which of the following is a characteristic of redeemable preference shares
(RPS)?

@ They are classified as equity.

They are issued only at par value.

@ They are classified as long-term debts.

@ They carry voting rights.

What is the primary difference between interim and final dividends?
@ Interim dividends are paid at the end of the financial year.
Final dividends are paid before the end of the financial year.
@ Interim dividends are paid out of mid-year profit.

@ Final dividends are paid out of mid year profit.

What is the main purpose of statutory/capital reserves?
(A To distribute dividends

To protect the interest of lenders

@ To fund internal management

@ To pay off long-term debts
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. What is a share premium?
@ A reserve created from issuing shares at par value
A reserve created from issuing shares above par value
@ A reserve created from retained earnings
@ Areserve created from redeeming shares

. What can the share premium be used for in the case of ordinary shares?
@ Redemption of preference shares
Dividend distribution
@ Asset replacement
@ Bonus issue

. What is the capital redemption reserve created from?
@ Issuing new shares Retained earnings
@ Share premium @ Loan notes
. Under the Companies Act 2016, what is no longer required for share
capital?
@ Retained earnings Capital redemption reserve
@ Share premium @ Par value

. What is a non-statutory/revenue reserve primarily created from?
@ Retained earnings Share premium
@ Capital redemption reserve @ Loan notes

. Which of the following is a use of retained earnings?
@ Redemption of preference shares
Distribution of dividends
@ Issuing new shares
@ Creating share premium



Preparation of financial Statements for limited company — Introduction

21. What is an asset replacement reserve used for?
(A Distributing dividends
Redemption of loan notes
@ Replacing non-current assets
@ Issuing new share

22. What is a key characteristic of a bank loan / term loan?
@ It is issued at a discount
It is unsecured
@ It has a quoted interest rate
@ It is irredeemable

23. What is the main difference between irredeemable loan notes (ILN) and
redeemable loan notes (RLN)?
@ ILN are secured, RLN are unsecured
ILN are not repaid, RLN are repaid on maturity
@ ILN have a higher interest rate than RLN
@ ILN are issued at par value, RLN are issued at a premium

24. What happens to irredeemable loan notes (ILN) on the conversion date?
@ They are redeemed at par value
They are converted into ordinary shares
@ They are repaid with interest
@ They are written off



Preparation of financial
statements for limited
company — Accounting
for shares, loan notes,
dividend and reserves

Multiple Choice Questions (MCQ) Section:

1. Which of the following types of share capital represents the maximum
amount a company is legally allowed to issue?
@ Authorised Share Capital Issued Share Capital
@ Paid-up Share Capital @ Unpaid Share Capital

2. What is meant by “Issued Share Capital’?
@ The total capital that shareholders have agreed to invest
The profits retained in the company
@ The total amount of unpaid share capital
@ The actual shares issued to shareholders

3.  Which of the following types of capital represents the actual amount paid
by the shareholders for their shares?
@ Authorised Share Capital Issued Share Capital
@ Paid-up Share Capital @ Working Capital

4. A company issues shares at a price higher than its nominal value. The
excess amount is recorded as
@ Retained Earnings Share Premium
@ General Reserves @ Revaluation Reserves



Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

5. What is the correct journal entry for issuing 150,000 shares at RM 5 each,

with a par value of RM 2 per share, payable in full on application?

@ Debit Bank RM 750,000, Credit Share Capital RM 750,000

Debit Bank RM 450,000, Credit Share Capital RM 450,000

@ Debit Bank RM 750,000, Credit Share Capital RM 300,000, Credit
Share Premium RM 450,000

@ Debit Bank RM 750,000, Credit Share Capital RM 450,000, Credit
Share Premium RM 300,000

6. |If shares are issued at a premium, how is the share premium legally
restricted?
@ It must be used for issuing bonus shares, writing off issue costs, or
capital expenses.
It can be used for general business operations.
@ It can only be distributed as dividends.
@ It must be transferred to retained earnings.

7. What is the primary purpose of issuing loan notes?
@ To raise equity capital
To distribute profits to shareholders
@ To convert equity into liabilities
@ To raise long-term debt financing

8. What is the correct double entry for recording the issue of RM 100,000
10% loan notes?
@ Debit Bank RM 100,000, Credit 10% Loan Notes RM 100,000
Debit 10% Loan Notes RM 100,000, Credit Bank RM 100,000
@ Debit Share Capital RM 100,000, Credit Bank RM 100,000
@ Debit Retained Earnings RM 100,000, Credit 10% Loan Notes
RM 100,000
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9.

10.

1.

12.

Which of the following is NOT correct about a bonus issue?
@ It capitalizes company’s reserves.

It reduces the company’s cash balance.

@ It increases the number of shares of the company.

@ It does not affect shareholders’ ownership percentage.

Which of the following are the advantages of a rights issue for a company?

I It raises additional capital by offering new shares to existing
shareholders.

Il It reduces the number of shares in circulation.

[l Itimproves the company’s equity position by increasing shareholders’
funds.
It allows existing shareholders to maintain their ownership percentage.

l&/x) 1,1, 11 LIV
© v © v

How is the rights issue recorded in the financial statements?

@ Debit Cash Credit Share Capital and Share Premium
Debit Retained Earnings  Credit Share Capital

@ Debit Share Premium Credit Share Capital

@ Debit Share Capital Credit Bank

Dasar Bhd announces a 2 for 5 rights issue at RM 3 per share. If a
shareholder owns 10,000 shares, how many new shares can he buy?

@ 2,000 shares

4,000 shares

@ 5,000 shares

(@) 10,000 shares
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14.
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16.

Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

What is a common reason for a company to issue a rights issue instead of
taking a loan?

@ To increase its liabilities

To avoid interest payments on borrowed funds

@ To reduce the number of shares outstanding

@ To decrease shareholder ownership

Which of the following are the reasons that a company might issue bonus
shares?

I To raise additional cash

Il To reward existing shareholders

[l To reduce the total number of shares in circulation

IV To capitalize the company’s non-statutory reserves

® 1,1 I, 11
© u,1v © m, v

Which of the following statements is true regarding interim dividends?
@ They are declared at the end of the financial year.

They are recorded as a liability when proposed.

@ They require shareholder approval before payment.

@ They are typically paid out of the current year’s profits.

Whatis the impact of paying adividend on a company’s financial statements?
@ It reduces the cash and retained earnings.

It reduces net profit in the Statement of Profit or Loss.

@ It increases the share capital.

@ It increases reserves in the statement of financial position.
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17.

18.

19.

20.

How is the dividend paid on irredeemable preference shares recorded in

the financial statements?

@ As an increase in Share Premium

As an expense in the Statement of Profit or Loss

@ As a liability in the Statement of Financial Position

@ As a distribution from retained earnings in the Statement of Changes
in Equity

Which of the following double entries is correct for paying dividends on
redeemable preferences shares?

@ Debit Retained Earnings, Credit Bank

Debit Finance Costs, Credit Bank

@ Debit Share Capital, Credit Bank

@ Debit Bank, Credit Finance Costs

How does the payment of dividends on irredeemable preference shares
affect the financial statements?

I Decrease Retained Earnings

Il Decrease Cash or Bank balance

[l Increase Liabilities

IV Increase Finance Costs

@ 1,1 1, 11
© u,m © m, v

A company declares RM 20,000 in dividends on irredeemable preference
shares in the current financial year but has not yet paid them. Which of the
following journal entries is correct?
@ Debit Retained Earnings RM 20,000, Credit Dividend Payable
RM 20,000
Debit Finance Costs RM 20,000, Credit Dividend Payable RM 20,000
@ Debit Share Premium RM 20,000, Credit Dividend Payable RM 20,000
@ No entry is needed until the dividends are paid in the next financial
year



Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

Written Questions (WQ) Section:

1. Define the following terms:
(a) Issued Share Capital

2. A company issues 100,000 shares at RM 1.35 each, with a par value of
RM 1.00 per share. What is the total share premium?

tear
along
the

dotted
[ et T
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Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

3. Give two differences between an interim dividend paid and a proposed
final dividend in terms of timing and accounting treatment.
Interim dividend paid:

(1) Timing: .

(2) Accounting treatment: ...

Proposed final dividend:
(1) Timing: ..

(2) Accounting treatment: ...

4. Prepare the necessary journal entries to record the issuance of shares by

Starlight Bhd under the following scenarios:

(@) On 1 January Year 4, the company issued 200,000 ordinary shares
with a nominal value of RM 1.00 each at par value, payable in full on
application. The shares were fully subscribed and paid on 15 January.

(b) On 1 January Year 4, the company issued 200,000 ordinary shares
with a nominal value of RM 1.00 each at a price of 50% premium
above the par value. The shares were fully subscribed and paid on
15 January.

(c) On 1 January Year 4, the company issued 200,000 ordinary shares
with a nominal value of RM 1.00 each at a price of 50% premium
above the par value. However, applications were received for
300,000 shares on 15 January. Refunds were made to unsuccessful
applicants for the excess applications immediately after the allotment

tear

along was made on the same day.
the
dotted

line
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Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

5. HGK Bhd. is expanding its business to international nations and raising funds

by issuing shares. The following took place in the month of April Year 5:

Year 5

April 1

The company issued 500,000 ordinary shares with a par value
of RM 0.50 each at an issue price of RM 0.80 per share, and
200,000 5% preference shares with a par value of RM 1 each
at par, both payable in full on application.

April 15

The preference shares issue was fully subscribed and paid,
while applications of 650,000 for ordinary shares were received.

April 18

The allotment of both ordinary and preference shares was
completed. Excess application monies from unsuccessful
applicants were refunded.

You are required to prepare the following accounts in General Ledger, and

close off all the accounts for the year ended 30 June Year 5:
(a) Bank
(b) Application and Allotment

6. OKMart

RM 200,

)
(c) Ordinary Share Capital

(d) 5% Preference Share Capital
(e) Share Premium

Bhd. plans to establish a new branch at Subang Airport by issuing
000 8% Loan Notes at par, payable in full on application. The

following are the transactions of the issue:

Year 5
Oct 1

Oct 5
Oct 20
Oct 31

Balance at bank RM 15,000.

8% Loan Notes balance to date RM 100,000.

The company issued the loan notes.

Applications totalling RM 250,000 were received.

Loan notes were allotted to successful applicants, and excess
application monies were refunded to unsuccessful applicants.

15






Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

Continue Question 6:

You are required to record the above transactions in the:
(a) journal entries, without narrations
(b) relevant ledger accounts and balance off all accounts for October.

7. Jaguar Bhd., a limited company situated at Kuala Lumpur, provides an
extracted Statement of Financial Position as at 31 December Year 5 which
is shown below:

RM
Issued Share Capital
200,000 Ordinary Shares of RM 1.00 each 200,000
Capital Reserves
Share Premium 30,000
Revenue Reserves
Retained Earnings 20,000

On 1 February Year 6, Jaguar Bhd. declares a 1 for 4 bonus issue to
capitalize all the reserves.

You are required to show the journal entries and ledger accounts to record
the bonus issue close off all the accounts for year 6.

tear
along
the
dotted
line
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Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

8. Golden Horse Bhd. has the following balances included in its books on
31 December Year 6:

RM
400,000 Ordinary shares of RM 1.00 each 400,000
Share Premium 20,000
Cash at bank 30,000

To expand its business to a wider market, the company makes a rights
issue to its existing ordinary shareholders, offering 1 new share for every
5 existing shares held on 1 January Year 7. The new shares are issued at
RM 1.40 each.

You are required to show the journal entries and ledger accounts to record
the right issue.

9. Bergons Bhd. has the following Authorised Capital structure:
Authorised Share Capital
2,000,000 Ordinary shares of RM 0.50 each

100,000 8% Preference shares of RM 1.00 each

At 1 January Year 8 the equity section of the Statement of Financial Position
of Bergons Bhd. was as follows:

RM
1,000,000 Ordinary shares of RM 0.50 each 500,000
lm:ln 80,000 8% Preference shares of RM 1.00 each 80,000
the Revaluation Reserve 75,000
poned Retained Earnings 105,000
760,000

It also had RM 30,000 cash at bank.

19
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Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

Continue Question 9:

The company’s Board of Directors decided to:

(1) make a bonus issue of 1 for every 5 ordinary shares on 1 April Year 8;

(2) make a right issue of 1 for every 3 ordinary shares at a premium of
RM 0.25 per share on 1 July Year 8;

(38) issue the remaining Preference shares at par on 30 September Year 8.

You are required to prepare journal entries and ledger entries for the above
transactions and balance off all the accounts at 31 December Year 8.

. Green Leaves Bhd., a British earl grey tea supplier, provided the following

information in the “Equity” section of its Statement of Financial Position as
at 31 December Year 8:

RM RM
Authorised Capital
5,100,000 Ordinary Shares of RM 0.50 each 2,550,000
200,000 9% Preference Shares of RM 2 each 400,000
2,950,000
Issued Capital
3,750,000 Ordinary Shares of RM 0.50 each 1,875,000
100,000 9% Preference Shares of RM 2 each 200,000
2,075,000
Reserves
Share Premium 100,000
Revaluation Reserve 100,000
General Reserve 65,000
Retained Earnings 250,000 515,000
Total Equity 2,590,000

21






Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

Continue Question 10:

The Board of Directors of Green Leaves Bhd. have now made the following

decisions:

(1) To make a rights issue of two Ordinary Shares for every fifteen
Ordinary Shares held at a premium of RM 0.25 each on 1 January
Year 9. All ordinary shareholders took up their rights and all money
was to be paid on application.

(2) To make a capitalisation issue of one Ordinary Share for every five
Ordinary Shares held on 1 April Year 9.

You are required to:

(@) show the calculations of the number of shares for:
(i) Rights Issue (on 1 January Year 9)
(i)  Bonus Issue (on 1 April Year 9)

(b) prepare, for Green Leaves Bhd, the journal entries and ledger entries
to record all the above transactions and balance off all the accounts
at 31 December Year 9.

11. The share capital of Allstar Bhd. on 1 January Year 6 consists of the
following:

Authorised Share Capital
2,000,000 Ordinary shares of RM 0.50 each
1,000,000 8% Preference shares of RM 1.00 each

tear
ll]:m Issued and Paid-up Share Capital
dotted 1,000,000 Ordinary shares of RM 0.50 each

line
800,000 8% Preference shares of RM 1.00 each
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Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

Continue Question 11:

Additional information:

1. On 30 June Year 6, Allstar Bhd. paid interim dividend of 5% for ordinary
shares and 3% for preference shares.

2. On 31 December Year 6, the company declared that the final dividend
on the preference shares and RM 0.05 per ordinary share should be
paid on the same date.

You are required to prepare the journal entries and ledger accounts to
record the above transactions.

12. Galaxy Bhd., a telecommunication company, reported a net profit after
taxation of RM 80,000 at the end of the financial year on 31 December
Year 8. The Board of Directors decided to transfer RM 20,000 from retained
earnings to the general reserve to strengthen the company’s financial
position.

Additional information:

The retained earnings account balance on 1 January Year 8 was
RM 45,000.

You are required to:
tear (a) explain the purpose of transferring an amount to the general reserve.

along

the (b) prepare the journal entries and ledger accounts to record the transfer.

dotted
line
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Preparation of financial statements for limited company — Accounting for
shares, loan notes, dividend and reserves

13. On 31 December Year 9, Sunlight Bhd. provided the following carrying
amount of the non-current assets as follows:

RM
Land 1,500,000
Buildings 2,000,000

After revaluation, the fair values were determined as follows:

RM
Land 1,800,000
Buildings 2,500,000

The increase in value should be recorded as a revaluation surplus under
the revaluation reserves.

You are required to:

(a) explain the purpose of revaluing land and buildings.

(b) preparethejournal entries and ledgeraccountto record the revaluation
surplus.

tear
along
the
dotted
line
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