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QUESTION ONE

a) Define and explain the relevance of the following accounting concepts.                     .                                                                                                                (4 marks)
i. Money measurement

ii. Accruals

iii. Substance over form

iv. Consistency  

b) XYZ is a retail business that started operations on 1st January 2015. The sole trader bought two motor vehicles for 1,200,000 each on 1 January 2015. He bought another motor vehicle for 1,400,000 on 1 July 2016. If depreciation is at the rate of 20% p.a on cost, make entries in the motor cars account, depreciation expense and the provision for depreciation account for the year ended 31 December 2015 and 31 December 2016. 









(5 marks)

c) With examples explain any five errors that affect the equality of a trial balance. 







(5 marks)
d) The following transactions relate to Weta traders in the month of January 2017.

1st Balances brought forward: Cash 24,000; Bank overdraft 475,000.

2nd The following settled their accounts by cheque, in each case deducting 5%
discounts: Robert 140,000; Ellon220,000; Right 800,000
6th Obtained Barclay loan 2,000,000 by cheque.

8th We paid the following accounts by cheque in each case deducting a 5% cash discount: Newman 560,000; Patrick 380,000; Carlos 250,000.

15th
Paid wages in cash 16,000.

18th
The following paid their accounts by cheque, in each case deducting 5% cash discount: Churchill 260,000; Rand340,000; Hello 460,000.

21st Withdrewcash from the bank 350,000 for business use.

25th
Paid Tuskys his account of 145,000 by cash 140,000.

31st
Received commission by cheque 79,000
Required: Prepare a three-column cashbook and balance it off.  (12 mark)
QUESTION TWO
a) Explain the meaning and purposes for the preparation of control accounts by business organizations.



(4 marks)
b) Duale traders maintains control accounts in its business records.  The balances and transactions relating to the business’s control accounts for the month of December 2016 are as follows:
	Balance at 1 December 2016:
	
	

	                      Sales ledger
	6,185,000
	(debit)

	
	52,500
	(credit)

	Purchases ledger
	16,500
	(debit)

	
	4,285,000
	(credit)

	Transactions during December:
	
	

	Sales on credit
	8,452,000
	

	Purchases on credit
	5,687,500
	

	Returns inwards
	203,500
	

	Returns outwards
	284,000
	

	Bills of exchange payable
	930,000
	

	Bills of exchange receivable
	615,000
	

	Cheques received from customers
	7,985,000
	

	Cheques paid to suppliers
	4,732,000
	

	Cash paid to suppliers
	88,500
	

	Bill payable dishonoured
	400,000
	

	Charges on bill payable dishounered
	10,000
	

	Cash received from credit customers
	153,000
	

	Bad debts written off
	64,500
	

	Cash discounts allowed
	302,000
	

	Bill receivable dishonoured
	88,500
	

	Balances at 31 December 2016:
	
	

	Sales ledger
	44,000
	(credit)

	Purchases ledger
	23,500
	(debit)


Required; prepare;

i. The sales ledger control account for the month of Dec. 2016. (7 marks)
ii. Purchases ledger control account for the month of Dec. 2016 (5 marks)
QUESTION THREE
a) Explain the term “bank reconciliation” and state the purposes for its preparation.                                                           

(4marks)
b) Kidero, a sole trader received his bank statement for the month of June 2016.  At that date the bank balance was Sh. 706,500 whereas his cash book balance was Sh.2,366,500. His accountant investigated the matter and discovered the following discrepancies:
1. Bank charges of Sh.3, 000 had not been entered in the cashbook.

2. Cheques drawn by Kidero totaling Sh.22, 500 had not yet been presented to the bank.

3. He had not entered receipts of Sh.26, 500 in his cashbook.

4. The bank had not credited Mr. Kidero with receipts of Sh.98, 500 paid into the bank on 30 June 2016.

5. Standing order payments amounting to Sh.62, 000 had not been entered into the cashbook.

6. In the cashbookKidero had entered a payment of Sh.74, 900 as Sh.79, 400.

7. A cheque for Sh.15, 000 from a debtor had been returned by the bank marked “refer to drawer” but had not been written back into the cashbook.

8. Kidero had brought forward the opening cash balance of Sh.329, 250 as a debit balance instead of a credit balance.

9. An old cheque payment amounting to Sh.44, 000 had been written back in the cashbook but the bank had already honored it.

10. Some of Kidero’s customers had agreed to settle their debts by paying directly into his bank account.  Unfortunately, the bank had credited some deposits amounting to Sh.832, 500 to another customer’s account.  However, acting on information from his customers Kidero had actually entered the expected receipts from the debtors in his cashbook.

Required:

i. A statement showing Kidero’s adjusted cashbook balance as at 30 June 2016. 







(7 marks)
ii. A bank reconciliation statement as at 30 June 2016.           (4marks)
QUESTION FOUR
a) With illustrations state and explain six errors that do not affect the equality of a trial balance    




(6 marks)
b) The following information relate to Ntutu sole trader.

1. Extra capital of 100,000 paid into the bank had been credited to Sales account.

2. Goods taken for own use of 77,000 had been debited to General Expenses.

3. Private insurance of 8,000 had been debited to Insurance account.

4. A purchase of goods from Carlton amounting to 84,000 had been entered in the books as 48,000.

5. Cash of 3,900 banked had been credited to the bank column and debited to the cash column in the cashbook.

6. Cash drawings of 4,000 had been credited to the bank column of the cashbook.

7. Returns inwards amounting 15,000 from M Tanui had been entered in error in N Tanui’s account.

8. A sale of an old motor van for 180,000 had been credited to Motor Expenses account.

9. Payment of 4,000 cash towards electricity bill had not been entered into the books.

Required; journalize the transactions in the general journal to correct the errors with appropriate narrations.     



(9 marks)
QUESTION FIVE

The following trial balance had been extracted from the books of accounts of Joho, a sole trader, as at 31 May 2016.

Joho traders

Trial Balance as at 31 December 2016
	
	Dr. 
	Cr.

	Property(cost)
	900,000
	

	Equipment (cost)
	575,000
	

	Provision for depreciation:
	
	

	Property
	
	125,000

	Equipment
	
	325,000

	Stock 
	274,000
	

	Purchases
	2,596,000
	

	Sales
	
	4,050,000

	Discounts allowed
	33,700
	

	Discounts received
	
	44,200

	Wages and salaries
	523,600
	

	Bad debts
	17,200
	

	Loan interest
	15,600
	

	Carriage out
	5,3100
	

	Other operating expenses
	388,000
	

	Trade debtors
	462,000
	

	Trade creditors
	
	336,000

	Provision for doubtful debts
	
	2,800

	Cash at hand
	1,510
	

	Bank overdraft
	
	145,000

	Drawings
	289,300
	

	13% loan
	
	120,000

	Capital
	______
	981,010

	
	6,129,010
	6,129,010


Additional information as at 31 December 2016:

1. Closing stock was valued at 259,000.

2. Depreciation for the year ended 31 December 2016 was to be provided as follows:

Property 
-
1% using the straight-line method

Equipment -
15% using the straight-line method
3. Wages and salaries are accrued by 1,400.

4. Other operating expenses include certain expenses prepaid by 5,000.  Other expenses included under this heading are accrued by 2,000.

5. The provision for bad debts is to be adjusted so that it is 0.5% of trade debtors as at 31 December 2016.

6. Purchases include goods valued at 10,400, which were withdrawn by Joho for his own personal use.

Required:

a) Prepare Joho’s trading and profit and loss account for the year ended 31 December 2016.







(8 marks)
b)  Balance sheet as at 31 December 2016.



(7 marks)
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