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2024/2025  ACADEMIC YEAR UNIVERSITY EXAMINATION

END OF SEMESTER EXAMINATION FOR DIPLOMA IN BUSINESS ADMINISTRATION
ADB 0102     PRINCIPLES OF ACCOUNTING

DATE:8/12/2024								TIME: 3 HOURS
 
INSTRUCTIONS TO CANDIDATES

Answer Question ONE (compulsory) and ANY OTHER THREE questions 
Question one carries 25 marks and the rest 15 marks each








EXAMINATION CHEATING IS ACRIME

QUESTION ONE
a) Peter Ochieng started a business as a fishmonger on 1st July 1990. His transactions during the month of July 1990 were as follows:
July 1: Opened bank account and deposited Ksh, 40,000 and cash in hand was ksh. 10,000
        3: Paid in cash rent ksh. 3,500
        4: Purchased on credit fish valued sh, 36,000 from Kisumu Cooperative Society
        6: Sold fish sh. 58,000 and received cash
       7: Purchased new office desk sh.2,700 and paid by cheque
       9: Lodged Ksh. 25,000 in bank
     10: Purchased fish sh, 20,000 from Kolwa Fisheries Association and paid half of the money involved by cheque
     11: Sold fish sh. 15,000 on credit to Matunda Exporters
     12: Hired a driver and paid him sh, 2,000 cash
     13: Messars Matunda Exporters returned some fish and received a credit note for sh. 2,000
     16: Received cheque sh. 7,000 from Matunda Exporters on account
     18: Purchased fish sh.8,900 on credit from Agoro sare Union
     19: Sold fish sh. 5,300 on credit to Samaki Restaurant
     20: Paid Kisumu Cooperative societies ksh, 16,000 by cheque on account
     22: Withdrew sh. 5,000 from Bank for personal use
     24: Bought fish sh. 8,300 and paid by cheque
     26: Sold fish sh. 5,600 to Uthiru City lodge and received their cheque for sh. 1,200 in part payment
     28: Paid Kolwa Fisheries Association by cheque the full amount due to them less 5% cash discount
     29: Paid salaries sh. 4,700 in cash and water bills sh.500 by cheque
 N/B. All cheques were deposited in the bank the day they were received
Required:
Record the transactions in a ledger and extract a trial balance			(15mks)
b) State and explain FIVE errors that do not affect the trial balance	           (10mrks)
QUESTION TWO
The following is the trial balance extracted from the books of a sole trader Ken Onyango as at 31st Dec 2020.
							DR.		CR.
Stock 1st January 2020				50,000
Freehold premises				          240,000
Bills receivable					30,000
Purchases					          280,000
Salary & wages					35,000	
Sales 									520,000
Fixtures and fittings					25,000
Discount allowed					 7,500
Discount received							    4,500
Plant and machinery				         140,000
Rates							 5,600
Advertising						10,400					
Insurance						 3,800					
General expenses					 7,200
Provision for bad debts						 1,800
Sundry debtors					60,000
Bills payable								 15,000
Sundry creditors							 43,000
Cash in hand						2,400
Bank overdraft							 18,600
Drawings						6,000
Capital account							300,000
  							902,900	902,900


The following additional information is provided
a) Provide for depreciation of plant and machinery at 10% per annum and fixtures and fittings at 15% per annum.
b) Increase the provision for bad debts to amount equal to 4% of sundry debtors
c) Prepaid insurance amounted to sh. 500
d) Rates accrued sh. 400
e) Closing stock was sh. 60,000
f) During the year, Mr. Ken Onyango took goods worth sh.2,000 for his personal use
Required:
Prepare the Trading Profit and Loss account for the year ended 31st December 2020 and the balance sheet as at the same date.							(15mrks)
QUESTION THREE
a) What is an accounting principle						(1mrks)
b) Discuss SEVEN accounting principles and conventions			(14mrks)
QUESTION FOUR
Peter’s cash book showed an overdraft of sh. 10,480 0n Dec 31st 1990. On the same date, the bank statement showed a credit balance of sh. 3,800
The following differences were discovered on investigation:
a) Cheque totaling to sh. 3,060 returned by the bank as “Refer to Drawer” had not been entered into the cash book 
b) Ledger fees sh. 1,800 and cheque book charges sh.240 debited by the bank have not been entered into the cash book
c) Cheque totaling to sh. 26,100 received from debtors and lodged on 31st Dec 1990, were credited by the bank on 4th January 1991.
d) Payments by cheque amounting to sh.49,380 to creditors made during December 1990 were not reflected in the bank statement.
e) Dividends amounting to sh. 2,100 were received and credited by the bank but no entry was made in the cash book.
f) Three payments of sh, 2,000 each made by the bank as per standing orders to his landlord have not been received into the cash book.
Required:
Complete Peter’s cash book and prepare bank reconciliation statement		(15mrks)
QUESTION FIVE
The following information is available from the records of Tindi Traders Ltd.
Tindi Traders ltd
1st JULY 2	2010:					
Debit balances   b/d					 Kshs.
Debtors 						6,000
Creditors						   300
Credit balances b/d
Debtors						  150
Creditors					           9,000
Changes during the year were as follows:
							Shs.
Sales during the year					12,000
Purchases on credit					15,000
Receipts from debtors					11,000
Discount allowed					     400
Discount received					     300
Bad debts w/o						       50					
Returned outwards					   1,000
Returned inwards					      900
Payment to creditors					 10,000
Sales ledger balances transferred to purchases ledger      100
Bills payable						      500
Bills receivable				                  600
Interest charged to customers on overdraft accounts	      200
30th June 2010-				                  shs.
Debit balances in purchases ledger			      150
Credit balances in purchases ledger			      200
Required:
Prepare sales and purchases ledger control accounts for the period                     (15mrks)			
QUESTION SIX
a) Discuss THREE branches of accounting 				         (6mrks)
b)  With clear examples, write short notes on the following:
i) Carriage inwards and carriage outwards			         (2mrks)
ii) Return inwards and return outwards				         (2mrks)
iii) Discount allowed and discount received			         (2mrks)
c) Explain the term accounting principle				         (3mrks)
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