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1 Read Source A in the insert.

(@) Prepare a statement to show the profit or loss for the year ended 31 December 2022 for the
café.

Workings:

(8]
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(b) Prepare the club’s income and expenditure account for the year ended 31 December 2022.

Workings:

[9]
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(c) Prepare a statement showing the movement in the accumulated fund for the year 2022.

Workings:

[3]
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Additional information

The management committee would like to buy the club’s own premises but additional finance is
required to carry out this plan. They are considering two options:

Option 1: Apply for a long-term loan from a bank.
Option 2: Obtain a personal loan from a wealthy member.

(d) Advise the management committee which option they should choose. Justify your answer.

[Total: 25]
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2 Read Source B in the insert.

(@) Explain why M Limited made a prior period adjustment in information 2. Support your answer
by stating the relevant International Accounting Standard and the accounting treatment.
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(c) Prepare a statement of cash flows for the year ended 31 December 2022 in accordance with
IAS 7.
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Workings:

[17]

[Total: 25]
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3 Read Source C in the insert.

(a) State two reasons why a business may acquire another business.

L SRR
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[2]
(b) Prepare the realisation account at 1 January 2023.
............................................................................................................................................. [4]

(c) Prepare, on page 10, the partners’ capital accounts at 1 January 2023 to close the partnership
books of account.
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(d) Prepare journal entries in the books of X Limited to record the acquisition of the partnership.
Narratives are not required.

Additional information

With the cash she has received, Alice is considering setting up a new business trading in wood on
her own.

(e) Advise Alice whether or not she should set up this new business. Justify your answer.

[Total: 25]
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