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UNITTITLE:PRINCIPLESOFACCOUNTINGI

UNITCODE:ACCT112

Instructions:

AnswerquestionONEandanyothertwoquestions.

QuestionOne

 Brieflyexplaineachofthefollowingaccountingconcepts:

 Goingconcernassumption.      (1mk)

 Separateentityassumption.      (1mk)

 Moneymeasurement(unitofmeasurement)assumptions. (2mk)

 Timeperiod(periodicity)assumption.    (1mk)

 Explainthefollowingtermsasusedtodescribetypesofaccounts.

 Personalofaccounts      (2mks)

 Realaccount        (2mks)

 Nominalaccount       (2mks)

 ThefollowingtrialbalancewasextractedfromthebooksofAli’sshopasat31st
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December2011.

  Dr Cr

  Shs. Shs.

Sales   186,140

Purchases 115,700  

Stock1/1/2011 37,760  

Carriageoutwards 3,260  

Carriageinwards 2,340  

Returninwards 4,400  

Returnsoutwards   3,550

Salariesandwage 24,470  

Motorexpenses 6,640  

Rent 5,760  

Miscellansousexpenses 12,020  

Motorvehicles 340,000  

Fixturesandfittings 60,000  

Debtors 45,770  

Creditors   30,450

Cashatbank 38,760  

Cashinhand 1,200  

Drawings 20,500  

Capital   498,440
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718,580 718,580

Otherinformation

 Stockon31/12/2011wassh.40,000.

 Depreciationistobechargedattherateof10%oncostoffurnitureandfittings

and25%onmotorvehicles.

 Baddebtsofsh.8,000aretobewrittenoff.

Required

Preparedthetrading,profitandlossaccountforAli’sshopfortheyearended

31stDecemberandthebalancesheetasatthatdate.
  (20mks)

QuestionTwo

MamboLtdreconcileditsbankbalanceandcashbookonNovember30th2011and

showedtowchequeoutstandingatthetimechequenumber404forsh.1,240.The

followinginformationisavailablefortheDecember31st2011.Reconciliation

Bankstatementdated31stDecember2011.

Date Description Dr Cr Balance

Dec1 Balanceb/fwd     43,020cr

Dec2 Chequeno.404 6280   36,740

Dec2 Deposit   5650 42,090

Dec2 Chequeno.411 5,400   36,690

Dec4 Chequeno.410 7,640   29,350

Dec7 Chequeno.412 20,300   9,050
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Dec11 Deposit   22,680 31,730

Dec14 Chequeno.413 1,250   30,480

Dec16 Chequeno414 414 2,800 27,680

Dec21 Deposit   15,600 43,280

Dec28 Chequeno415 7,700   35,580

Dec29 Deposit   14,960 50,540

Dec30 NSFCheque 5,760   44,780

Dec30 Servicecharge 70   44,710

Dec30 Creditmemorandum   14,850 59,560cr

Cashbook       A/CNo.

Date Particulars Dr Cr Balance

Dec1 Balanceb/d     35,500dr

Dec1 Chequeno.441   5,400 30,100

Dec2 Deposits 5,350   35,450

Dec2 Chequeno.410   7,340 28,110

Dec6 Chequeno.412   20,300 7,810

Dec11 Deposits 22,680   30,490

Dec12 Chequeno413   1,250 29,490
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Dec14 Chequeno414   2,800 26,440

Dec21 Deposits 15,600   42,040

Dec24 Chequeno415   7,070 34,970

Dec26 Chequeno416   3,100 31,870

Dec29 Deposits 14,960   46,830

Dec29 Chequeno417   3,910 42,920

Dec30 Deposits 7,650   50,570dr

Additionalinformation

 Chequeno.415wascorrectlydrawnforhs.7,700butwasrecordedassh7,070

inerror.Thebankpaidanddeductedthecorrectamount.

 TheNSFchequewasreceivedformacustomer.Itsreturnhasnotbeenrecorded.

 Thecreditmemorandumwasforsh.15,000collectedbythebankonbehalfof

thecompany,lesscollectionfeeossh.150deductedbythebank.Thishasnot

yetbeenrecorded.

Required

Prepareabankreconciliationformamboltd.    (20mks)

QuestionThree

 Explainfourcharacteristicsofgoodaccountinginformation. (4mks)

 Identifyfiveusersofaccountinginformationandforcashuser,

describetheaccountinginformationneeds.
     

(5mks

)
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 Explainthedualityconceptasusedinaccounting.   
(3mks

)

 Identifyandexplaintheusesoffourbooksoforiginalentry. (8mks)

QuestionFour

ThefollowingtransactiontookplaceinthenewlystartedbusinessofJoeMako,called

BusymanTraders.

2012

Jan1.Joeinvestedsh.10,500cashinthebusiness.

  2 Putsh.9,000ofthecashinabankaccount.

  3 BoughtgoodsoncreditforBundistoressh.2,400

  5 Boughtstationeryoncreditfromcarolsupplier.Sh.89

  8 Paidrentbychequesh.220

  10BoughtfurnitureoncreditfromEmbushopsh.610.

  11Paidwagesincashsh.790

  12ReturnedgoodsboughtfromBundistoressh.72

  16Receivedloanfrombankoneltdsh.2,000

  18GoodsreturnedbyDubash.25

  20Cashsalessh.145

  26PaidbychequeCarolsuppliessh.89,Bundistoresh.1,000

  27ReceivedfullpaymentfromDubabycheque.

  31Receivedfurtherloanfrombankoneltdsh.500

Required

PreparethetrialbalanceofBusymanTraderson31stJanuary2012after     (20mks
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consideringtheabovetransaction. )

QuestionFive

 Giveandexplainthreereasonswhyatrialbalancemayfailtobalance,andthree

reasonswhyabalancedtrialbalancemaybeincorrect.(6mks)

 AfterpreparingthetrialbalanceofMakustores,theaccountsclerkfoundthatit

wouldnotbalance.Thecreditsexceededdebitsbysh.5,360.Heplacedthis

figureinasuspenseaccountpendinginvestigations.Oninvestigations,hefound

thefollowing

 Abalanceofsh.870onthedebtorsaccounthadbeenomittedfrom the

scheduleofdebtors,thetotalofwhichwasenteredinthetrialbalanceasthe

debtorsfigure.

 Asmallpieceofmachinerypurchasedforsh.12,000hadbeenwrittenoffto

repairs.

 Thereceiptssideofthecashbookhadbeenundercastbysh.7,200.

 Thetotalsalesononepagehadbeencarriedforwardsh.81,540butthecorrect

amountwassh.85,140.

 Acreditnoteforsh.1,790receivedfromasupplierhadbeenpostedtothewrong

sideofhisaccount.

 Anelectricitybillofsh.1,520,notyetaccruedforisdiscoveredinthefillingtray.

 Gakii,whosedebtshadbeenprovidefor,finallypaidsh.7,310toclearherdebts.

Herpersonalaccountwascreditedbythechequehasnotyetbeenrecordedin

thecashbook.

Required

 Preparethesuspenseaccountandshowtheentriesnecessarytoclearit.

 Statetheeffectonalltheaffectedaccountsofcorrectingtheerrors.


