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Answar all quostions.
1 Daisy s n sola trador, Sho has just sl up hor businass Dazzy Trading.

REQUIRED

(n) Stata ona ndvantaga of selling up n solo trader,

o
(b) Explain the going concorn (heory,
R N AR ISR eI dnddsdian Rupnin panand nua b bEe R ARSI RF P AR B [1]
(c) Stala ona possiblo reason for an increasa in equity in Dazzy Trading.
........................................................................................................... (1]
Daisy would like to hire an accountant lo mainlain full accounting records for Dazzy
Trading.
REQUIRED a

{d) Explain one professlonal ethic thal an accountani must possess.

- 1]
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Dazzy demg uses sgurce documents to record business transactions.
REQUIRED

(e) Complete the table below to state the source document used to recerd the transacticn
and explain the purpose of the source document. The first cne has been completed as

an example.

Ergnsactmn | Source Document | Furpose |
| Chegue issued to | Payment voucher | Processes payment to creat!
| credit supplier ‘ ' suppliers ’

| |

Credit purchase

Cash sales

|

|

|

| |
Y

!

Dazzy Trading has won the Most Innovative Business Award recently. Daisy wouic like
lo record the award in the business accounting records.

REQUIRED

(f) With the use of an accounting theary, explain whether Dazzy Trading can record the
award in the business accounting recorcs.

T S

[Total: 101
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ing for the yaar
2 The faliowing errors were discovered in the accounts of Crumbie Trading

ended 31 May 2025 os lollows'
1 Goods costing $700 drawn out for advertising purposas were nol racorded.

. ; ' as
2 A cheque of $1 100 was roceived for commission income. The [ransaclion W
recardaed on the wrong side of bolh accounts.

3 Crumbia Trading took a loan of $6 000 o pay for rental expenses but it was wrongly
recorded as $6 600,

REQUIRED

(a) Prepare journal entries lo correct the above errors 1 to 3. Narralions are not required

)

Journal

.. [6]
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discovered.
Crumbie Trading has a profit for the year of $85 000, before the emors were I

REQUIRED

5
(b) Prepare a stalement of adjusted profits for the year ended 31 May 202

Crumbie Trading

Statement of adjusted profits for the year ended 31 May 2025

- [4]

[Total: 10}
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_ is extracted from
3 Benson is the owner of Beta Trading. The following cash al bank accountis €

Beta Trading for the month of September 2022:

—— ]
Cash at bank account
2022 S S $
Sep 1 Balance b/d 5700 Dr
12 Capital 3000 8 700 Dr
26  Molor vehicle 10 000 1300Cr
Oct1 Balance b/d 1300Cr
REQUIRED
{(a) Explain the significance of the credit balance in the cash at bank account.
-~
-1
(b) Interpret the entries in the cash at bank account on:
(i) 12 September 2022
-

(ii) 26 September 2022

-1

(c} Stale one of the infernal eontrols of cash.

.1
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Oon1o :

oan e ctobar 2022, Beta Trading oblained a bank loan of $100 000 from Union Bank, The
. l‘ﬂ|1%’lv1ﬂlllﬂ nver five years and the intarest rata on the outslanding amount is 4%
parannum, Principal rapayment and Intarest ara due for payment on every 30 September

s1ating fram 30 Seplember 2023, Thae tinanclal year of Beta Trading ands on 31 December
avary year,

REQUIRED

{d) Calculate he intarest axpensa Incurred for aach of the two years ended 31 Decembor
2023 and 2024

INtaras! axpanse Incured
tor the yaar anded

31 Dacember 2023

R

(o) Prapare an exiract of tha stalomant of financial position as at 31 December 2024,
showling the liabililles sections only.

Bela Trading
Stalement of financial position as at 31 December 2024

"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""

.................................................................................................
............................................................................................................

...................................................................................

[Total: 10]
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4 Channel Trading is a businoss solling cosmelics. The businoss has a linancial year end
on 30 June every year.

On 14 May 2024, Freshio, a credit customer, who owed the business $1 800, was declared
bankrupt. Freshie paid off $0.30 for every dollar cwed to the business via a bank lransfer.
The remaining amount was writlen off by Channel Trading.

REQUIRED

{a) Prepare journal entries 1o record the transaclion on 14 May 2024, Narralions are not
required,

Journal

..................................................................................................................

.................................................................................................................

..................................................................................................................
...............................................................................................................
.....................................................................................................................

................................................................................................................

oo [3]

(b) Explain, with the use of an accounting theory, why Channel Trading needs to provide
for allowance for impairmenl of trade receivables.

-------------------------------------------------------------------------------------------------------------------
.....................................................................................................................

..................................................................................................................
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C

Channel Trading has provided the following Information aboul the businass for the two
years ended 30 June 2024 and 30 June 2025

30 June 2024 30 June 2025
Rate of trade receivables turnover 5.2 limes 4.3 times

REQUIRED

{c) Evaluale the efficiency of trade recelvables management over lhe two years ended 30
June 2024 and 2025. Suggest two possible reasons for this trend.

. 141

(d) State one possible consequence when Lhe rale of trade receivables turnover worsens.

E)

[Total: 10]
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