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Get Active Gym received the following invoice (Invoice 934) from Exercise Supplies Ltd.

Exercise Supplies Ltd

. ; P.O Box Westview -
Billed to: Get Active Gym GST 01 234 567 89 Invoice number: 934
Date: 01/02/24
Quantity Description Unit price Total
1 3 monthly servicing and maintenance of gym equipment $800.00 $800.00
Sub total $800.00
GST $120.00
Total $920.00

(b) Why does the reporting of Invoice 934 increase Get Active Gym's liabilities? Justify your answer
by explaining how:
. accounts payable meets all the characteristics of a liability
. accounts payable meets the recognition criteria of probable outflow of economic benefits.
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QUESTION TWO

All dollar figures in Question Two are GST exclusive.

Get Active Gym has two membership fee payment options, as follows:

. join and commit to one year, paying one month in advance - $70 each month
. pay $756 up front for 12 months, taking advantage of a 10% discount.

Regardless of how members choose to join and pay their membership, Georgie’s accountant
reports all membership fees as one revenue in the Income Statement: membership fees

received.

(a) In accordance with materiality, justify whether or not the reporting of the membership fees
received as one total in the Income Statement for Get Active Gym negatively impacts Georgie's

decision-making.
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(b) Explain how the advertisement above illustrates the concept of going concern for
Get Active Gym.
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To promote the business, Georgie arranged for ten backpacks to be made with the gym'’s logo

and contact details printed on them. Each backpack cost $50. In December, Georgie donated six

of the backpacks to the local fun run for prizes, gave three to her children for Christmas, and

kept one for herself.
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Discuss how gifting these backpacks will be reported in the Income Statement and Statement of

Financial Position for Get Active Gym for the year ended 31 March 2024.
In your answer explain:

. the accounting entity concept
. the characteristics of an expense.
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Members from a local sports club come into Get Active Gym once a week for strength training.
They are invoiced at the end of each month according to the number of sessions.

An allowance for doubtful debts is provided at 1% of accounts receivable.

Notes to the Financial Statements (extract)
Note 1. Accounts receivable

Accounts receivable 4900

Less: Allowance for doubtful debts (49) 4851

(b) Justify how Note 1 above aids Georgie in decision-making for Get Active Gym. In your answer
explain:
. the qualitative characteristic of faithful representation
. the predictive value criteria of the qualitative characteristic of relevance
. one limitation of this information.
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Subject:

Standard:

Total score: 22

Accounting

91174

Q Jels Marker commentary
score
The candidate successfully integrated context to justify all three
explanations of:
One E8 e capital expenditure
e characteristics of a liability
e recognition criteria of probable outflow of economic benefit.
The candidate successfully integrated context to justify both
explanations of:
e materiality linked to not negatively influencing decisions
Two E7 e entity concept with drawings compared to donations expense
for the backpacks in the relevant financial statements. The
omission of relevant dollar amounts prevented E8 being
awarded.
The candidate has successfully integrated context to justify both
explanations of:
o faithful representation linked to invoices sent
¢ limitation of the accounts receivable note.
Three E7

The candidate did not integrate context by linking the accounts
receivable note to decision-making, as the predictive value of

$4 851 - the likely amount of cash to be received from credit
customers when settling their accounts — has not been discussed.






