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UNITTITLE:PRINCIPLESOFACCOUNTINGI

UNITCODE:ACCT112

INSTRUCTIONS

 Answerquestiononeandanyothertwoquestions.

QuestionOne(30Marks)

 Accountingconceptsandprinciplesarebroadbasicassumptionsthatunderlie

theperiodicfinancialaccountsofbusinessenterprises.Distinguishbetweenthe

followingaccountingprinciplesandconcepts:-

 The principle of accruals and the principle of

prudence/conservatism.
          

(2

Marks)

 TheGoingconcernprincipleandtheseparateentityprinciple.           
(2

Marks)

 TheHistoricalCostconceptandtheConsistencyconcept. (2Marks)

 ThematerialityconceptandtheRealizationconcept. (2Marks)



2

 Explainthenatureoftheaccountingequation.   (5Marks)

 ThefollowinginformationwasextractedfromthebooksofHarusiTraderson

31stDecember2012

DR CR.

DETAILS AMOUNTDETAILS AMOUNT

Premises 250,000 Capital 4,29,000

DeliveryVans 170,000 Creditors 70,000

Debtors 80,000 Commission 6,000

Rent 5,600 BankOverdraft 12,000

CarriageOutwards 9,000 Sales 290,000

Stock1/1/2012 20,000 ReturnsOutwards 5,000

Insurance 15,000    

BadDebts 1400    

Purchases 160,000    

Drawings 30,000    

Fistures&Fittings 40,000    

Returnsinwards 8,000    

Cashinhand 23,000    

  812,000   812,000

AdditionalInformation:
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 OutstandingrentShs.3,000

 PrepaidinsuranceShs.6,500

 Stockat3/12/2012Shs.2,500

 Depreciatedeliveryvanby25%

 DepreciateFixturesandfittingby10%.

Required:

 Prepareatradingprofitandlossaccountfortheyearended31st

December.
       

(10

Marks)

 Prepareabalancesheetasofthatdate.    (7Marks)

QuestionTwo

NyangwaTradershadthefollowingbalanceson1stJanuary2012.

Capital118,900

Cash40,000

Landandbuildings100,000

Creditors20,000

ThefollowingtransactionstookplaceintheyearJanuary2012:

January1:boughtgoodsoncredit12000

January2:Cashsales6000

January3:Cashpurchases9000
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January4:PaidforcarriageinwardsincashShs.200

January6:ReturnedgoodsforacreditorShs.100

January7:CashsalesShs.4000

January8:paidacreditorincash7000

January10:CashpurchasesShs.2500

January12:TheownertookcashfrombusinessSh.300

  Forpersonaluse.

January14:CreditSales2400

Required:preparetherelevantaccountandbalancethem offon14th

January2012andextractatrialbalanceasofthatdate.
   

(20

Marks)

QuestionThree

 Differentiatebetweenaccountingandbookkeeping.   
(5

Marks)

 Elaborateontheimportanceoftheaccountingfunction.  
(5

Marks)

 Distinguishbetweentheinternalandexternalusersofaccounting

informationanddiscusstheirinformationneeds.
  
(10

Marks)

QuestionFour

Kamotradersoperateawholesalebusiness.Thefollowingtransactionsrelatetothe
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monthofJanuary2012.

January1:SalesoncredittoWanjiruandAkeyowere250,000and160,000

    respectively.

January2:creditpurchases:Suta200,000,Katurshs350,000,Wamba

    shs.120,000,CashSales72,000.

January

3:

creditsales:MwangiShs 12,500,

Abdi100,000,AkeyoShs82,000
  andWanjiru720,000.

January5:
receivedachequeforshs.25,000from

Wanjiruafteracash

    discountof1500

January6:
creditpurchases:Kahushs.220,000,

Salimshs.800,000,Suta

    shs.250,000

January10:
GoodsreturnedbyWanjiruTraders

shs.1800,Akeyoshs3200,

    cashsalesamountedtoshs20,000.

January12:
Credit sales: Abdi shs.199000,

Mwangishs32,00,Akeyo

    sh.125,000.

January14:
Wanjiru settled her account by

chequeafterdeducting5 %

    discount.

January15:
Paid Suta35,000 bychequeafter

deducting5 %cashdiscount.
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January20:goodsreturnedbyMwangi9000,Abdi5000.

January22:Creditsales:Wanjirushs420,000,Akeyo250,000,Mwangi

   620,200,Abdi180,000.

January25:GoodsreturnedbyKamotraderstoSutashs.12,000,Kenu,shs

   15,000.

January25:Paidshs5000intothebank.

January30:creditpurchases:Wambashs.355,000,Kahushs560,000.

January30:PaidsundryexpensesinCashshs.3,500

January31:
Goodsreturnedto:Wambash.21000,Suta

shs8,500.Withdraw

   shs.15,000frombankforofficeuse.

Required:Recordtheaboveinformationin

therelevantjournals.
(20Marks)

QuestionFive

 Definethefollowingterms:

 BusinessTransactions.      
(2

Marks)

 Accruals,withspecificreferencetoaccruedrevenuesandaccrued

expenses.
       

(2

Marks)

 Prepaymentswithspecificreferencetoprepaidexpensesand

prepaidrevenues.
      

(2

Marks)
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 Depreciation.        
(2

Marks)

 Discussatleasttwomethodsofprovidingfordepreciation,giving

examplesofapplicationofthetwo.
     

(10

Marks)

 Statethedocumentusedforeachofthefollowingpurposes:

 Tosupportacreditsaleofgoods.     (1Mark)

 Toshowevidenceofpaymentforacashsale.   (1Mark)


