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PRINCIPLES OF ACCOUNTS (DNDM2426/303)
END OF TERM EXAMINATION

JAN-APRIL2015.
ANSWER ANY FIVE QUESTIONS.

QUESTION ONE
a. Define the following terms:
Bookkeeping

Assets

Capital

Liabilities

Accounting (10marks)
b. The following transactions were extracted from the books of Bidii Traders.

January 1: Started business with Ksh 160,000 in the bank

               5: Proprietor brought equipment valued at Ksh 30,000 for business use

             10: Bought equipment worth ksh 60,000 on credit from Juma

             15: Paid Juma Ksh 40,000 by cheque

Enter the above transactions in the relevant ledger accounts (5 marks)

c. State the books of original entry in which the following transactions will be recorded:

i. Bought goods on credit from Mrembo Wholesalers

ii. Sold goods on credit to Wambua Traders

iii. Sold goods in cash

iv. Returned goods to Mrembo Wholesalers (5 marks) 
QUESTION TWO
a) Explain five accounting concepts and principles. (10mks)

b) Explain five users of the accounting information. (10mks)

QUESTION THREE
The following trial balance has been extracted from the accounts of Brenda, a sole trader.

Brenda

Trial balance at 30th June 2012

	
	Dr
	Cr

	Sales
	
	427,726

	Purchases
	302,419
	

	Carriage inwards
	476
	

	Carriage outwards
	829
	

	Wages and salaries
	64,210
	

	Rent and rates
	12,466
	

	Heat and light
	4,757
	

	Stock at 1St July 2011
	15,310
	

	Drawings
	21,600
	

	Equipment at cost
	102,000
	

	Motor vehicles at cost
	43,270
	

	Provision for depreciation:
	
	

	                                      Equipment
	
	22,250

	                           Motor vehicles
	
	8,920

	Debtors
	50,633
	

	Creditors
	
	41,792

	Bank
	
	3,295

	Sundry expenses
	8,426
	

	Cash
	477
	

	Capital
	
	122,890

	                         total
	626,873
	626,873


Additional information: i) Heat lighting owing kes 350.

                                           ii) Prepaid rent& rates kes 620.
                                           iii) Provision for depreciation is provided as follows: Equipment at10% and Motor vehicle at 20%.

                                           iv) Closing stock was kes 16,480.

REQUIRED: Income statement and balance sheet for the year. (20mks)

QUESTION FOUR
a) Explain five errors that do not affect the agreement of the trial balance. (10mks)
b) Explain the uses of control accounts. (10mks)

QUESTION FIVE
a) The following transactions took place in the books of Mr. Black for the month of April 2012.

April 1: Started business with capital kes 80,000 cash and kes 200,000 at bank.
    “    3: Bought furniture by cheque kes 20,000.
    “    5: Bought goods by cheque kes 70,000.

    “    8: Received cash from chemai kes 19000 having allowed him a cash discount of kes 1000.
    “    9: Paid the following by cheque: Muthoni kes 30, 000, Salim kes 15,000 and Kiptoo kes 26,000 having deducted 10% discount in each case.
     “  12: Cash sales kes 14, 000, paid for postage by cash kes 2,000.

     “   16: Received a cheque of kes 27,500 from Ngondi in full settlement of his account of kes 30,000. 

     “   20: Received cheques of the following amounts from: Adijah kes 18000, Andongo kes 28,800 and Maranga kes 12,600.We had allowed each of them a discount of 10%.
      “ 25: Took cash to the bank kes 32,000.

      “   28: Paid salaries kes 10,000 by cash and kes 37,000 by cheque.
     “  31: Withdrew cash from bank for office use kes 50,000.
REQUIRED: 

Cash book to record the above information. (20MKS)

QUESTION SIX
a) Explain the causes of differences between cash and bank balances. (10mks)
b) Highlight the different types of ledger accounts. (10mks)

QUESTION SEVEN
a) Explain the causes of depreciation of fixed assets. (10mks)

b) Explain the following terms:
i. Depreciation

ii. Provision for depreciation

iii. Bad debts

iv. Disposal of asset

v. Net book value(10 marks)
