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Answer all questions.

1	 Alan is considering setting up a business. He has requested advice on a number of matters.

	 REQUIRED

	 (a)	 State the role of accounting.

............................................................................................................................................... [1]

	 (b)	 Explain the meaning of each of the following terms:

		  (i)	 assets

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

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

....................................................................................................................................... [2]

		  (ii)	 liabilities

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

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

....................................................................................................................................... [1]

	 (c)	 Complete the table by naming the source document used to record each transaction 2 to 5. 
The first transaction has been completed as an example.

transaction source document

1 cash sales receipt

2 credit sales

3 purchase of non-current asset on credit

4 returns of credit sales

5 payments for credit purchases

� [4]

	 (d)	 Explain the matching theory.

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

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

............................................................................................................................................... [2]

� [Total: 10]
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2	 Lin has extracted the following balances from the ledger accounts of her business as at 
30 June 2027.

 $

capital 9 550

fixtures and fittings 5 650

accumulated depreciation of fixtures and fittings 1 450

inventory 470

trade payables 3 750

cash in hand 25

cash at bank (overdrawn) 375

drawings 7 225

cost of sales 11 805

sales revenue 15 600

sales returns 595

general expenses 4 955
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	 REQUIRED

	 (a)	 Prepare the trial balance of Lin’s business as at 30 June 2027.

		  		  Lin
		  		  Trial balance as at 30 June 2027

debit
$

credit
$

�  [6]
 

	 (b)	 State two uses of a trial balance.

1 .................................................................................................................................................

2 .................................................................................................................................................
�  [2]

	 (c)	 State two stakeholders who would be interested in the accounting information of a business.

1 .................................................................................................................................................

2 .................................................................................................................................................
�  [2]

� [Total: 10]
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3	 Irdina is a sole trader. Her business buys and sells on credit.

	 The following information relates to Kai’s account in Irdina’s ledger for the month of July. 

	 During July, Irdina’s business had the following transactions with Kai.

	 2027
	 July	 1	 Kai owed Irdina $1567.
	 	 5	 Irdina sold goods to Kai at a list price of $6280 less 15% trade discount.
	 	 14	� Kai returned goods, bought on July 5 for $1950, as faulty. This is the value after taking 

into account the trade discount.
	 	 28	 Kai paid via bank transfer, $2425, after deducting 3% cash discount

	 REQUIRED

	 (a)	 State one reason why Irdina offered Kai a trade discount on July 5.

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

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

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

............................................................................................................................................... [1]

	 (b)	 Calculate the amount of trade discount at July 5.

............................................................................................................................................... [1]

	 (c)	 Calculate the amount of cash discount at July 28.

............................................................................................................................................... [1]
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	 (d)	 Prepare the journal entries to record the transactions on 5, 14 and 28 July 2027 in Irdina’s 
books. Narrations and the journal entries relating to inventory are not required.

date 
2027 particulars debit 

$
credit 

$

July 5

July 14

July 28

�  [6]

	 (e)	 State three possible costs of inventory purchased.

1 .................................................................................................................................................

2 .................................................................................................................................................

3 .................................................................................................................................................
�  [3]

� [Total: 12]
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4	 Sahil set up a business on 1 March 2027.

	 The opening balances were as follows.

$

office equipment 3000

bank loan 1000

cash in hand 100

inventory 600

trade payables 150

	 REQUIRED

	 (a)	 State the basic accounting equation.

............................................................................................................................................... [1]

	 (b)	 Calculate Sahil’s equity at 1 March 2027.

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

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

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

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

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

............................................................................................................................................... [3]
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	 On 1 April 2027, Sahil’s business bought a motor vehicle for $5000 on credit from Riya Motors.

	 REQUIRED

	 (c)	 Explain how this transaction would affect Sahil’s equity at 1 April 2027.

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

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

............................................................................................................................................... [2]

	 (d)	 Explain the accounting entity theory.

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

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

............................................................................................................................................... [2]

� [Total: 8]
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