
1

UNITTITLE:PRINCIPLESOFACCOUNTING1

UNITCODE:ACCT112

Instructions:AnswerQuestionONEandAnyTWOOthers.

QuestionOne

 Definethefollowingaccountingtermsandexplaintheirimplicationsinthe

preparationoffinancialstatements.

 Thegoingconcern       (3Marks)

 Businessentity       (3Marks)

 Materiality        (3Marks)

 Realization        (3Marks)

 Mr.Mzeemojaisrunningasoleproprietorshipbusiness.Thefollowingtrial

balancewasextractedfromhisbooksasat31stMarch2010.

Shs   Shs

’000’  ’000’

Capital            4896

Freeholdland&building(atcost)    3600

Plant&machines(atcost)     3480
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Provisionfordepreciation(Plant&Machinery)    1680

Deliveryvans        960

Prov.Fordepreciationdeliveryvan      672

LoosetoolsatvaluationonApril2009  288

StocksApril2009        2232

Purchases         4440   

Sales             15840

Wages&Salaries        5288

Rates&Insurance      384

Loosetools          192

Repairsandmaintenance     240

Salesexpensesincludingvehiclerunningcosts 344

Electricityandpower      1440

Industrialtravellinglevy      72

Administrationexpenses     672

Provisionfordoubtfuldebts          240

DebtorsandCreditors       1984   1928

Drawings          480

Bank              864

Cashinhand      24  

           26,120 26,120

Additionalinformation

1.Closingstockon31stMarch2010:shs.2,008,000loosetoolsatvaluationshs.

384,000.

2.Provisiontobemadeforthefollowingamountowingon31stMarch2010.Electricity
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andpowershs.192,000.

3.Vaninsuranceandratesofshs.2,520andshs.13,800respectivelywerepaidin

advance.

4.Provisionofdepreciationonplantandmachineryanddeliveryvansistobemadeat

20%and25%respectivelyatcost.

5.Baddebtsamountingtoshs.26,000aretobewrittenoffandprovisionfordoubtful

debtsistobe10%oftradedebtors.

Required:

Preparetheincomestatementfortheyearended31March2010andthesamedate

31stMarch2010.

QuestionTwo

ThefollowingisasummaryofthecashbookofGogoLtdforthemonthsofOctober

2011.

      Shs       Shs

Receipts  1,469  Balanceb/d 761

Balancec/d 554 Payment 1262

  2,023      2,023

Allreceiptarebalancedandallpaymentsmadebycheque.Oninvestigationyou

discover:

1.Bankchargesshs.36hadnotbeenteredinthecashbook.

2.Chequesdrawnamountingtoshs267hadnotbeenpresenteforpayment.
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3.Chequiestotalingshs.762hadbereceivedandbankedbuthavenotbeenreflected

inthebankstatementdateOctober31,2011.

4.Achequeforshs.22hadbeenenteredinthecashbookasareceiptratherthana

payment(itwastopayacreditor).

5.AchequereceivedfromKayJokaforSh.80hadbeenreturnedbytheBankmarked

"Nofundavailable".Noadjustmenthasbeenmadeinthecashbook.

6.Astandingorderforbusinessratesinstallmentofshs.150waspaidbythebankbut

isnotyetrecordedinthecashbook.

7.Alldividendstotalingshs.62werereceiveddirectlybythebankbutarenotreflected

inthecashbook.

8.Achequedrawnforshs.66hadbeenincorrectlyenteredinthecashbookasshs.600.

9.Thebalancebroughtforwardinthecashbookshouldbeshs711,notshs,761.

Required:

 Showthejournalentriestoadjustthecashbook.   (7Marks)

 Determinethecorrectcashbalance.     (3Marks)

 Prepareabankreconciliationstatement.    (10Marks)

QuestionThree

Mariambeganherbusinesson1stJanuary2011with6200cashinhandandabank

overdraftofshs.25,000.Thefollowingtransactionswererecordedduringthemoth.
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Jan1 Cashsalesofshs.100,000andpaidwages10,600cash.

Jan5 TookcashShs.70,000intobank

Jan7 ReceivedchequefromBasilOpiyoforthewholeamountduefrom

   him(shs.72,500)lessshs.2500cashdiscount

Jan10Paidrent45,000shsbycheque

Jan13Cashsalesshs.96,000andbanked40,000

Jan17PaidKamautheamountstandingtohiscredit(shs50,000)less

   2.5%cashdiscount.

Jan21PaidMusaushs38,000bycheque

Jan30Paidelectricityshs1500,sundryexpenseshs4000incash.

Jan31Withdrew6000frombankforofficeuse.

Required:

 Prepareathreecolumncashbookdulybalancedtopassthe

abovetransactions.
        

(12

Mark)

 DiscussanyFOURmajorfunctionsofaccounting.Usepractical

examplesinyourdiscussion.
       

(8

Marks)

QuestionFour

 Explainthepurposeforwhichcontrolaccountsarepreparedina

businessorganization.
        

(3

Marks)

 XMLLtdmaintainscontrolaccountsinitsbusinessrecords.Thebalancesand
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transactionsrelatingtothecompany’scontrolaccountforthemonthof

December1994arelistedbelow.

Balanceasat1stDecember1994

Salesledger    6,185,000(debit)

         52,500(credit)

PurchasesLedger    16,500(debit0

         4,285,000(credit)

TransactionduringDecember1997

Salesorcredit      8,452,000

Purchaseoncredit    5,687,500

Returnsinwards      203,500

Returnsoutwards      284,000

Billsofexchangepayable    930,000

Billsofexchangereceivable    615,000

Chequesreceivedfromcustomers   7,985,000

Chequespaidtosuppliers    4,732,000

Cashpaidtosuppliers    88,500

Billpayabledishonoured    400,000

Chargesonbillpayabledishonoured   10,000

Cashreceivedfromcreditcustomers 153,000  

Baddebtswrittenoff    64,500

Cashdiscountsallowed    302,000

Billreceivabledishonoured    88,500

Balancesasat31stDecember1994
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Salesledger       44,000 Credit

PurchasesLedger     23,500 Debit

Required:

Postthesalesledgerandtopurchasesledgercontrolaccountsforthe

monthofDecember1994andderivetherespectivedebitandcredit

closingbalanceson31December1994.

       
(17

Marks)

QuestionFive

Explainclearlyintermswhichanon-accountantwouldunderstandthefollowing

accountingterms:

 The’goingconcern"concept      (5Marks)

 The"Prudence"concept       (5Marks)

 The"Materiality"concept      (5Marks)

 The"Historiccostaccounting"concept    (5Marks)


