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SECTION A:  MULTIPLE CHOICE QUESTIONS    (30 MARKS) 

WRITE THE ANSWER TO EACH QUESTION PROVIDED ON THE BACK FLAP OF THIS 
BOOKLET.  EACH QUESTION IS WORTH ONE (1) MARK. 
---------------------------------------------------------------------------------------------------------------------------- 

 
1. The economic problem faced by all economies is;  

A.  inflation.  
B.  unemployment.  
C.  scarcity of resources.  
D.  overseas trade balance. 
 

2. Economic systems were designed primarily to;  

A.  promote environment friendly economic policies.  
B.  provide answers to economic decisions or problems.  
C.  improve technology through research and development.  
D.  stabilize political instabilities which affect economic development. 

 
3. If a government has the final say to the question of “What to produce”, then this 

economy must be a _______________ economy.  

A.  mixed  
B.  command  
C.  free market   
D.  subsistence 
 

4. Productivity refers to the;  

A.  output per unit of input.  
B.  total production of goods.  
C.  value of output produced.  
D.  additions to total production. 

 
5. Mining in the Solomon Islands as compared to agriculture is more;  

A.  productive.  
B.  widespread.  
C.  capital intensive.  
D.  labour intensive. 

6. An example of a tertiary industry relating to rice production is the;  

A.  growing of rice by the farmer.  
B.  preparation and packing of rice for sale. 
C.  purchase of rice for consumption at home.  
D.  irrigation of rice lands by the Ministry of Agriculture.  
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7. The total value of all goods and services produced within Solomon Islands in a single 

year is the;  

A.  net national product.  
B.  net domestic product.  
C.  gross national product. 
D.  gross domestic product. 

 

8. Passengers in a vehicle are protected through ______________ insurance.  

A.  public  
B.  property  
C.  voluntarily  
D.  third-party  

  
9. The tax rate under the progressive tax principle increases when income;  

A.  is earned.  
B.  increases.  
C.  decreases.  
D.  is not earned. 

 

10. Which of the following is the major role of the Central Bank of Solomon Islands?  

A.  Collects taxes from the public.  
B.  Accepts deposits from the consumers.  
C.  Lends funds to the central government.  
D.  Provides financial assistance to the public.  

 

11. Cost - Push Inflation is the result of;  

A.  excess money supply.  
B.  increase in the supply of goods.  
C.  decrease in the cost of production.  
D.  increase in the cost of production. 
 

12. Which group of people gains when the interest rate as a cost of borrowing falls?  

A.  Lenders  
B.  Suppliers  
C.  Borrowers  
D.  Producers  
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13. The Balance of Trade is the; 

A.  ratio of export price index to import price index.  
B.  ratio of import price index to export price index.  
C.  difference between visible export and visible import.  
D.  difference between invisible export and invisible import.  

 

14. “The government is serious about the ban of plastic in the country.”  

Which of the following international trade protection measures does the headline above 

refers to; 

 

A. Embargo. 

B. Red Tape. 

C. Quotas. 

D. Tariff. 

 

 
15. Which of the following businesses is the owner(s) not liable to pay for all the debts of 

the business?  

A.  Ali’s Cabs.  
B.  X.Y.Z Finance Limited.  
C.  R & W Transport Services.  
D.  Santa and Mary’s Hair Salon.  
 

 
16. Accounting is best defined as a process of;  

A.  recording and summarizing financial data.  
B.  assessing the financial performance of the business.  
C.  measuring and writing detailed and timely financial reports.  
D.  measuring, recording and communicating financial information to end users. 

 

17. Which of the following represents the correct expanded Accounting Equation?  

A. A + E = L + P – R.  
B.  A – R = L + P + E.  
C.      A + E = L + P + R.  
D.  A – E = L + P + R. 
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18. Which of the following ledger accounts is classified as a current liability?  

A.  accounts payable.  
B.  accounts receivable.  
C.  shares in a company.  
D.  mortgage on building.  

  
19. Matilda bought a car for $23 000 from Ela Motors Ltd for cash. This transaction would 

be recorded in the Books of Ela Motors Ltd as;  

A.  Debit Cash Account, Credit Sales Account.  
B.  Debit Matilda’s Account, Credit Cash Account.  
C.  Debit Cash Account, Credit Matilda’s Account.  
D.  Debit Matilda’s Account, Credit Sales Account.  

 

20. Which of the following transactions will cause an increase in asset and an increase in 

liability for Ali’s Furniture Shop?  

A.  Received $100 from Laina.  
B.  Sold furniture for cash $900.  
C.  Bought a table for cash from ABC Shop $210. 
D.  Bought a furniture from Furniture Makers Ltd $37 000.  

 
21. Which of the following accounts is transferred to the Profit and Loss Account at balance 

day?  

A.  Customs Duty.  
B.  Freight Inwards.  
C.  Cartage Inwards.  
D.  Freight Outwards.  

 

22. A business which owed a creditor $350 paid its account in full less 10% discount. The 

actual amount paid is;  

A.  $ 35.  
B.  $315.  
C.  $350.  
D.  $385.  
 

23. The journal entry to record the goods taken by the owner for his own use would be;  

A.  Debit Purchases and Credit Capital.  
B.  Debit Drawings and Credit Capital.  
C.  Debit Drawings and Credit Purchases.  
D.  Debit Purchases and Credit Drawings. 
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24. The transaction "ABA Wholesale Ltd sold us goods on credit" is initially recorded in our 

books in the; 

A.  Sales Journal. 
B.  General Journal. 
C.  Purchases Journal. 
D.  Cash Payments Journal. 

 
25. The petty cash imprest is classified in the final accounts as; 

A.  fixed asset. 
B.  current asset. 
C.  sundry expense. 
D.  general expense. 

 

26. Which pair of concepts must be applied in order to measure the periodic performance 

of a business?  

A.  Matching and Historical.  
B.  Monetary and Disclosure.  
C.  Continuity and Accounting Period.  
D.  Accounting Period and Matching Concept.  

       
27. Accrued expenses are expenses that;  

A.  will never be paid.  

B.  has been incurred and paid.  

C.  has been paid but not incurred.  

D.  has been incurred but not paid. 

 

28. Rent per month is $500. The balance day falls on 31st October, 2017. The rent was paid 

till December. The amount of rent received in advance on the balance day is; 

A.  $500. 
B.  $1 000. 
C.  $5 000. 
D.  $6 000. 
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29. A retailer provided the following information for the year ended 30th June, 2017. 

 

 

 

 

 

 

 

 

The value of the Cost of Goods sold is; 

A. $37 800. 

B. $37 000.   

C. $36 200. 

D. $28 800. 

 

 

30. Buka received his bank statement for the month of May, showing $5 450 Credit balance. 

Upon comparing his Cash Journals, he found the following: 

Deposits not yet credited   $600 

Unpresented cheques   $300 

 

The ending balance of Buka’s Cash at Bank Account wound be; 

 

A. $5 750 Dr. 

B. $5 750 Cr. 

C. $5 150 Dr. 

D. $5 150 Cr. 

 

 

 

 

 

 

 

 

     Sales               $65 000 
     Purchases                          $42 000 
     Purchases Returns                 $800 
     Opening Stock                   $20 000 
     Closing Stock   $25 000 
 

 

30 

Total Marks for Section A 

Q1 – Q30 
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SECTION B:  COMMERCE       (60 MARKS)  

THERE ARE SEVEN (7) QUESTIONS IN THIS SECTION. ANSWER ALL THE QUESTIONS IN 
THE SPACES PROVIDED. 

------------------------------------------------------------------------------------------------------------------- 

Question 1. Basic Economics  (8 marks) 

 
Given below are TWELVE (12) economic terms and EIGHT (8) definitions. Match each term 
with the correct definition. Each term is to be used ONLY once. 
 
 

 

 

 

DEFINITION TERM 

a.  The result of unlimited wants and limited    
      resources. 

 

b.  To concentrate on the production of one  
      job or task. 

 

c.  Where buyers and sellers meet to exchange    
     goods and services. 

 

d. The principle of lowering unit costs of        
     production by increasing the scale of  
     output. 

 

e.  When available resources are not sufficient  
      to satisfy all desires for them. 

 

f.   The creation of a new capital. 
 

 

g.   An economic indicator that is use for  
       measuring a country’s standard of living. 

 

h.   A capital which belongs to everyone in the  
      economy. 

 

 

 

 

 

 

 

 

 

 

 

Choice    investment    distribution 

Economies of scale   exchange    GDP per capita 

Interdependence   market    infrastructure 

Production    scarcity    specialization 
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Question 2. Factors of Production  (8 marks) 

Read the paragraph below that relates to factors of production and fill in the table 
below. 
 

 

 

 

 

 

 

 

 

Clearly identify the FOUR (4) factors of production and provide an example of each, as 
indicated in the above statement.  
 

Factor of Production Example 

1.  

2.  

3.  

4.  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

It takes all of the factors of production to build a house. The timber and palm 

leaves for the walls and roof, the workers to construct the building, the manager 

to supervise the workers and ensure the house is made at a profit, and of course 

the tools (hammers, nails, saws etc.) used in the construction process. 
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Question 3.  Production, Consumption and Price      (8 marks) 
 
Use the graph below to answer questions (a, b, and c) that follows. 

 

Graph Showing Demand and Supply of Good A  
 

                   Price      

                 ($)       D0                         D1                  S0 

 

 

 

 

 

                                S0                             D0                      D1 

 

 

     Quantity (units) 
 

(a) With reference to the graph, state whether the following are true or false as possible 
explanations for the shift in the demand curve from D0 to D1. 

 
(i) There has been a rise in consumer income.    ________ 

(ii) Consumers responded positively to the advertisement 
made about the good in question.     ________ 

 
(iii) An increase in the price of the good in question 

has led to an increase in its supply.     ________ 
 
(iv) Consumers expect the price of the good in question 
  to rise in the future.       ________ 

 
          (4 marks) 

 
 

(b) With demand as D1, state the effect of a rightward shift of the Supply Curve (S0) on the 

equilibrium price and quantity. 
 

(i) Effect on equilibrium price: ___________________________________________ 

 

(ii) Effect on equilibrium Quantity:     ________________________________________ 

(2 marks) 
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(c) Give TWO (2) specific reasons for a rightward shift of the supply curve. 
 

(1) _________________________________________________________________ 

(2) _________________________________________________________________ 

          (2 marks) 

 
 

Question 4.  Production/Economic System       (8 marks) 
 

(a) Explain with an example each of the following economic terms. 

 

(i) Complementary goods:________________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 

(3 marks) 

 

 

(ii) Labour intensive production:____________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 

(3 marks) 

 

 

(b) State TWO (2) features of the Command Economic System that can be found in the 
Solomon Islands. 

 
(1) ____________________________________________________________________ 

(2) ____________________________________________________________________ 

(2 marks) 
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Question 5. International Trade     (6 marks) 

Use the information for Economy Y given below to answer questions (a, b and c) that 
follows. 
 

 $m 

Exports of goods 
Import of goods 
Balance on Service Account 
Balance on Transfer Account 
Balance on Capital Account 

650 
450 
146 Deficit 
54 Surplus 
65 Surplus 
 

 
 
Calculate Economy Y’s Balance of Merchandise Trade, Balance of Current Account and 
Balance of Payments. (Show all working outs). 
 

(a) Balance of Merchandise Trade 
 
 
 
 
 
 
 
 
           (2 marks) 
 
 

(b) Balance of Current Account 
 
 
 
 
 
 
 
 
 
           (2 marks) 
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(c) Balance of Payments 

 
 
 
 
 
 
 
         (2 marks) 
 

 
           (2 marks) 
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Question 6.       Business Organisation/Working for a Business.   (12 marks) 
          
 

(a) Use the information given below to answer questions (i, ii and iii). 
 

Organization Charts of Business Enterprises 

  

 

 

                                      

 

    

             

 

 

 

                      Organisation Structure A 

 

                

 

 

 

        

          

 

   

                                     

               

Organisation Structure B 

 

(i) List TWO (2) reasons why people who want to start a business may decide to use 
Structure A instead of Structure B. 
 
(1)________________________________________________________________ 

(2) ________________________________________________________________ 

(2 marks) 
 

(ii) List TWO (2) advantages of operating a business in the form of Structure B instead 
of Structure A. 
 
(1) _________________________________________________________________ 

(2)_________________________________________________________________ 

              (2 marks) 
 

(iii) Explain why the government would be interested in the Profit Statement of  
Structure B at the end of the year. 

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________ 

(2 marks) 
 

OWNER 

EMPLOYEE EMPLOYEE EMPLOYEE 

MANAGER 

ACCOUNTS 

 

 

SHAREHOLDERS 

MANAGING 

DIRECTORS 

MANAGER 

PRODUCTION 
MANAGER 

SALES 

SUPERVISOR SUPERVISOR SUPERVISOR 
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(b) Read the article below and answer questions (i, ii, iii and iv). 
 
 
 
 
 

 
 
 
 
 
 

(i) What type of business organization do the owners operate under? 
 

________________________________________________________________________ 
           (1 mark) 
 
(ii) They wish to name their business “TOP LOCAL GARAGE”.  What legal step should 

they take? 
 
________________________________________________________________________ 
           (1 mark) 
 
 
(iii) Suggest a way of solving the problems faced by Nelson and Francis in the light of 

what you know about this business organization. 
 

________________________________________________________________________ 

________________________________________________________________________ 

           (2 marks) 
 
 
(iv) State any TWO (2) qualities that Nelson and Francis should have so that their 

workers and customers can regard them as good bosses. 
 
(1) ________________________________________________________________ 

(2) ________________________________________________________________ 

           (2 marks) 
 

 

 

 

A garage is owned by Nelson and Francis, both of whom are skilled 

motor mechanics. It offers sale of fuel, tyres and mechanical repairs 

and maintenance. It employs four workers. 

Each partner tends to feel responsible for all that is done, and as a 

result there are frequent disagreements when they give conflicting 

instructions to employees and advice to customers. 
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Question 7.       Running a Business      (10 marks) 

(a) Read the article below and answer questions (a1 and a2) that follows. 
 

 
  
 
 

 
 
 

What form of transport system should John use and why? 
 
(1)  Transport: __________________________________________________________ 
 
(2)    Why? ______________________________________________________________ 

           (2 marks) 
 

(b) Explain how the consumer suffers when there is an increase in business costs such as 
transport, communication and advertising. 
________________________________________________________________________

________________________________________________________________________ 

          (2 marks) 
(c) Explain any THREE (3) of the following terms: 

 
(1) Direct taxation. 
(2) Indirect taxation. 
(3) Compulsory insurance. 
(4) Voluntary insurance.  

 
Choice 1:   _______________________________________________________________ 

________________________________________________________________________ 

           (2 marks) 
 
Choice 2:  _______________________________________________________________ 

________________________________________________________________________ 

          (2 marks) 
 

Choice 3:  _______________________________________________________________ 

________________________________________________________________________ 

           (2 marks) 

John owns a Saw Milling business. His business is located near the airfield, 

the wharf and a 120 kilometre road which connects his village to the 

provincial centre and then to Honiara by boat. The plane runs a weekly 

service. John sells his timber to Honiara buyers. 
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SECTION C:  ACCOUNTING      (60 MARKS)  

THERE ARE FIVE (5) QUESTIONS IN THIS SECTION. ANSWER ALL THE QUESTIONS IN 
THE SPACES PROVIDED. 

------------------------------------------------------------------------------------------------------------------- 

Question 1.      Journals and Ledgers         (11 marks) 

On 1 September 2017 XYZ Café had the following balances in the ledger: 

 

 

 

The following transactions occurred during the month:  

Sept  2 Paid advertising $135, Wages $1 000 (Cheque no. 655)  

Paid E. Rode $180 as full settlement of 1 September balance  

8  Purchased goods from C. Dale $200 (Invoice 14)  

10  Purchased goods $200 (Cheque no.656)  

22  Received $185 from M. Spencer (Receipt 500)  

Purchased goods from V. Gregg $455 (Invoice 451)  

25  Sold goods to ABC Ltd. for $800 (Invoice 100)  

28  Purchased furniture from Jones Ltd $4 000 

29 Purchased goods from E. Rode $400 (Invoice 452) 

 
In the spaces provided, you are required to:  
 
(a) Enter the appropriate transactions into the selected journals only and total the journals 

for the month and 
 
(b) Post entries from the journals to the Purchases Account only and balance the account 

for the new accounting period. 
 

 
 
 
 
 
 
 
 
 
 
 

Furniture $6 000; Inventories $2 500; Land $20 000; Goodwill $1 000, 
Accounts Receivable – C. Smith $800;  
Accounts Payable – C. Dale $1 000, E. Rode $200 
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(a) General Journal  (narrations are not required)   (5 marks) 

Date Particulars Debit  
($) 

Credit  
($) 

    

    

    

    

    

    

    

    

    

    

    

 

                                                        Purchases Journal     (2 marks) 

Date Invoice 
No. 

Creditors Amount 
$ 

    

    

    

    

 

Cash Payments Journal   (2 marks) 

Date Cheque 
No. 

Particulars Discount 
Revenue 

Cash at Bank 
$ 

     

     

     

     

 
 
(b)        Purchases A/c    (2 marks) 
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Question 2.  Final Accounts  (7 marks) 

(a) Jong presented the following information regarding her business for the year ended 
31st March, 2018. 

 
Ledger Accounts of Jong’s Grocery Store as at 31st March, 2018 

 

Ledgers Accounts $ 

Stock (1/04/17) 4 480 

Wages 2 340 

Purchases 3 450 

Discount expense 34 

Custom Duty 102 

Purchases Returns 325 

Freight Inwards 36 

Sales Returns 203 

Sales 12 300 

Interest Received 200 

  
Stock (31/03/2018)  - $2 300 

 
Use the information given above to prepare Jong’s Grocery Store the: 

(i) Trading Account for the year ended 31st March, 2018.  (5 marks) 
(ii) Profit and Loss Account for the year ended 31st March, 2018. (2 marks) 

 
Jong’s Grocery Store 

Trading a/c for the year ended 31st March 2018. 
 
 
 
 
 
 
 
 
 

Jong’s Grocery Store 
Profit and Loss a/c for the year ended 31st March 2018. 
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Question 3.         Accounting for Cash       (10 marks) 

The following information concerns Eastern Traders Business. You are required to: 

(a) Complete the Cash at Bank account. 

(b) Prepare a Bank Reconciliation Statement as at 30th April 2018. 
 

 

 

 

 

 

 

 

 

 

Eastern Traders Business 
Bank Statement 

Date Particulars Debit 
$ 

Credit 
$ 

Balance 
$ 

2018 
April      1 

6 
8 

12 
14 

 
15 
18 
22 
23 
24 
28 

 
Balance 
005 
Deposit 
Deposit 
Bank - interest 
006 
P.Piria 
Deposit 
008 
Bank Charge 
Deposit 
XL Finance 

 
 

19 400 
 
 
 

6 500 
 
 

38 000 
600 

 
8 000 

 
 
 

27 000 
11 000 

7 000 
 

9 000 
12 000 

 
 

9 700 

 
236 000 Cr 
216 600 Cr 
243 600 Cr 
254 600 Cr 
261 600 Cr 
255 100 Cr 
264 100 Cr 
276 100 Cr 
238 100 Cr 
237 500 Cr 
247 200 Cr 
239 200 Cr 

 

(a)                                        Cash at Bank a/c                                             (4 marks) 

 

 

 

 

 

Cash Receipts Journal 

Date Receipt 
no 

Particulars Bank 
$ 

2018 
April1 

9 
17 
19 
30 

 
854 
855 
856 
857 
858 

 
Sales 
R. Rauni 
B. Rou 
P.Pita 
Y. Wale 

 
11 000 
27 000 
12 000 

9 700 
15 000 

    

    

    

    

Cash Payments Journal 

Date Cheque 
no 

Particulars Bank 
$ 

2018 
April 1 

9 
 

18 
27 

 
005 
006 
007 
008 
009 

 
F. Pitisopa 
Purchases 
Rent 
Salary 
R.Oli 

 
19 400 

6 500 
16 000 
38 000 
40 000 
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(b)                                     Eastern Traders Business 

             Bank Reconciliation Statement as at 30th April 2018  (6 marks) 
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Question 4.         Depreciation        (10 marks) 

Kwagio Enterprises purchased an Outboard Motor on the 1st October, 2016 for $40 000. The 
business uses the diminishing value method of depreciation at a rate of 10% per year.  

(a) Calculate the amount of depreciation charged at the end of the first financial year.  

 

 

 

 

 

 

 

 

 

          (2 marks) 

 

 

(b) Calculate the amount of depreciation charged at the end of the second financial year.  

 

 

 

 

 

 

 

 

 

          (2 marks) 
 

 

(c) Show the General Journal entry for the depreciation charge on the second year in 

question (b) above. Narration is not required. 

 

General Journal 

Date Particulars Debit 
$ 

Credit 
$ 

2018     
September 30 
 
 
 

 
 
 

  

           (2 marks)  
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(d) Show how the Asset would appear in the Balance Sheet at the end of the second year. 

 

Balance Sheet as at 30th September 2018 (Extract) 

           (4 marks) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fixed Asset: $ $ 
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Question 5.        Accounting Reports       (22 marks) 

You are required to use the following information below relating to XYZ Trading for the year 

ended 31st December, 2017 to answer questions (1 and 2) that follows. 

 Dr 
$ 

Cr 
$ 

Cash at Bank 15 000  

Accounts Receivable 8 200  

Inventories (01/01/2017) 10 000  

Motor Vehicle 32 700  

Accumulated depreciation on Motor Vehicle  2 700 

Plant 9 450  

Capital  20 000 

Accounts Payable  7 000 

Mortgage on Plant  15 000 

Sales  140 000 

Sales Returns 400  

Rent received  4 000 

Purchases 80 000  

Purchases Returns  250 

Cartage Inwards 1 000  

Wages and Salaries 20 000  

Motor repair and maintenance 2 000  

Discount allowed 100  

Water and Electricity 3 000  

Insurance 1 500  

Office expenses 600  

Interest on mortgage 5 000  
 

At 31st December 2017, the following adjustments were necessary: 

(a) Closing inventories $9 500. 

(b) Insurance prepaid $600. 

(c) Wages and salaries owing $300. 

(d) Depreciation on Motor Vehicle $1 500. 

 

You are required to prepare the following: 

1. A fully classified Revenue Statement for the year ended 31st Dec 2017. (12 marks) 

2. A fully classified Balance Sheet as at 31st Dec 2017.    (10 marks) 
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(1)       XYZ Trading 
Revenue Statement for the year ended 31st Dec 2017 

 
 $ $ $ 

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

 

           (12 marks) 
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(2)       XYZ Trading 
Balance Sheet as at 31st Dec 2017 

 

 $ $ $ 

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

           (10 marks)        
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