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Answer all questions.

Tylo Ltd buys and sells sunglasses. Its financial year ends on 31 March.

REQUIRED

(a) State the first step in the manual accounting information system.

(b) State and explain the accounting concept that makes the first step of the accounting
information system a requirement.

(c) Tylo Ltd, being the pioneer in the industry, wants to record its reputation as an asset, as people
associate Tylo Ltd with sunglasses. As an accountant of Tylo Ltd, state and explain, with
reference to an accounting theory why this should not be done.
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After preparing the statement of financial performance for the year ended 31 March 2024, the
accountant of Tylo Ltd found the following errors.

1 Cheques paid to Jackson LLP was debited to Jason Ltd amounting to $2 000.

2 A cheque of $400 was received from Lim Pte Ltd in full settlement of an outstanding amount
of $450. The discount was missed out in the records.

3 A commission income of $700 by cheque was debited to the commission income account
and credited to the cash at bank account.

The loss for the year before the discovering of the errors was $522.

(d) Prepare journal entries to correct for each of the above errors. Narrations are not required.

General Journal
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(e) Prepare a statement to show the adjusted profit for the year ended 31 March 2024.

[Total: 15]
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Chic Co, a business owned by Glenda, selling computers, had the following balances in the inventory
account as at 30 April 2024.

Inventory account
Date Particulars Debit Credit Balance
$ $ $
2023
May 1 | Balance b/d 60 000 Dr
May 21 | Hipster & Co 35 000 95 000 Dr
Jul 8 | Cash at bank 2 000 97 000 Dr
Aug 31 | Advertising 3000 94 000 Dr
Sep 11 | Cost of sale 10 000 84 000 Dr
Nov 12 | Flora Prints 42 000 126 000 Dr
2024
Jan 22 | Cost of sale 25 000 101 000 Dr
Feb 8 | Cost of sale 48 000 53 000 Dr
Mar 12 | Drawings 1 000 54 000 Dr
May 1 | Balance b/d 54 000 Dr
REQUIRED

(a) Interpret the transactions that took place on the following dates.

()  May?21
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Identifying one error in the inventory account entries and explain why it is an error.

Calculate the cost of sales and hence the day salesin inventory for the year ended
30 April 2024.

[Total: 9]
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On 1 October 2021, Highway Trading took up a bank loan of $40 000. The loan is to be repaid
equally over ten years. Interest is charged at 5% per annum.

The loan instalment and interest are to be repaid on 30 September every year by bank transfer.

On 1 April 2023, Highway Trading who is in need for cash took up another loan of $20 000. This
loan is to be repaid over five years. Interest is charged at 6% per annum.

The instalment and interest for this loan are to be repaid on 31 March every year by bank transfer.

Highway Trading has a financial year ending on 31 December.

REQUIRED

(a) Prepare the interest expense account for the financial years ending 31 December 2022 and
2023.
Interest expense
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(b) Prepare an extract of the statement of financial position as at 31 December 2023, showing
only the liabilities sections.

Highway Trading
Statement of financial position as at 31 December 2023 (extract)

(c) In July 2024, Highway Trading has been facing financial challenges. Explain using an
accounting theory, why the company still need to prepare yearly financial records despite the
financial difficulties they are facing.

[Total: 16]
End of Paper 1



