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UNIVERSITY EXAMINATIONS 
2023/2024 ACADEMIC YEAR
DECEMBER 2023

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

INSTRUCTIONS
· Write in the Answer booklet provided.
· Answer QUESTION ONE (25 marks) and any other THREE questions. (15 marks each)
· Do not write on this question paper.  Examination Cheating is a Crime.
· Observe further instructions written on the answer booklet.
                                         

QUESTION ONE
a) Distinguish between Financial Accounting and Book Keeping		(2mrks)
b) Discuss FIVE users of Accounting information 					(10mrks)
c) Explain FIVE Accounting Principles						(10mrks)
d) Explain THREE functions of Accounting						(3mrks)


QUESTION TWO
The following is a trial balance extracted from the books of a sole trader, A.K David as at 31st Dec. 2020.


Particulars								DR.		CR.
									Ksh.		Ksh.
Stock 1st Jan 2020							50,000
Freehold Premises						          240,000
Bills Receivable							30,000
Purchases							          280,000
Salaries and Wages							35,000
Fixtures and Fittings							25,000
Sales											520,000
Discount allowed/received						 7,500		    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									30,000
									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 an amount equal to 4% of sundry debtors
c) Prepaid insurance amounts to Ksh.500
d) Rates accrued Ksh.400
e) Closing stock was values at Ksh. 60,000
f) During the year, Mr., A.K DAVID took goods worth Ksh.2000 for his personal use.

Required.
Prepare the Trading Account and Profit and Loss Account for the tear ended 31st Dec. 2020 and Balance Sheet as at that date							(15mrks)

QUESTION THREE
(a) Discuss Five errors that do not affect the Trial balance		                     (10mrks)
(b) The audit of books of C. Onyango for the year ending 31st Dec 2020 revealed the following errors:

i. A machine purchased for Sh. 1,200 had been debited to the purchases account 
ii. Goods purchased from B. Collins for Ksh. 150 were debited to the books of C. Collins
iii. An invoice from A. SMITH for Sh. 270 was omitted
iv. Goods sold to A. WHITE for Sh. 175 were entered in the sales day book as Sh. 157
v. The salaries and wages account was over added by S. 35 and rent received account had also been over- added by Sh. 35

Required:
Show by means of journal entries to correct the above errors in the books of C. Onyango 
(5mrks)

QUESTION FOUR

The following information is available from the records of Manyala Traders Ltd		                    Manyala Traders Ltd 1st July 2020.

Debit balance b/d								Sh.
Debtors									6,000
Creditors									   300
Creditors balance b/d					
Debtors									150
Creditors									9,000
Changes during the year were as follows:
a) Sales on credit 				Ksh. 12,000
b) Purchase on credit				Ksh. 15,000
c) Receipts from debtors		           Ksh.11,000
d) Discount Allowed			    	Ksh 400
e) Discount Received			     	Ksh. 300
f) Bad Debts W/O 			      	Ksh. 50
g) Return outwards			  	Ksh.1,000
h) Return inwards			    	Ksh. 900
i) Payment to creditors			  	Ksh. 10,000
j) Sales ledger credit balances transferred to purchases ledger 	Ksh. 100
k) Bills payable 					Ksh. 500
l) Bills receivable				Ksh. 600
m) Interest charged to customers on overdue accounts 		Ksh. 200
30th June 2011
Debit balance in the purchases ledger Ksh. 150 
Credit balance in sales ledger Ksh. 200
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Required:
Prepare sales and purchases ledger control accounts for the period 		(15mrks)

QUESTION FIVE

The following bank statement was received by Charles Onyango, a trader on 31st March 2020
Particulars   			Debit		Credit 		Balance
				Ksh.		Ksh.			Ksh.
Balance								8,400
Deposits					11,640			20,040
Deposits					1,745			21,785
Cheque no. 716		7,200					14,585
Cheque n0. 717		1,360					13,225
Deposits					2,500			15,725
Cheque no. 719		3,400					12,325
Bank charges			50					12,275
Cheque no. 721		2,840					9,435
Unpaid cheque		4,250					5,185
Deposits					3,600			8,787
Cheque no. 718		4,850					3,935
Standing order- Rent		5,000					1,065

His cash book (Bank Column only)
DR.										CR.
Balance b/f		8,400				cheque no. 716		7,200
Deposits		11,640				cheque no. 717		1,360
Deposits		1,745				cheque no. 718		4,850
Deposits		3,600				cheque no. 719		3,400
Deposits		4,285				cheque no. 720		2,610
							Cheque no. 721		2,840
							Cheque no. 722		3,180
Required:
Complete and balance the cash book as at 31st March 2020 and prepare a balance reconciliation statement 									(15mrks)

QUESTION SIX

During the 1st week of January 2020, the following transactions were made:
a) Bought extra equipment on credit for Sh. 13,800
b) Bought extra stock by cheque for Sh. 5,700
c) Paid creditors by cheque Sh. 7,900
d) Received from debtors Sh. 8,400 by cheque and Sh. 600 by cash
e) Put in extra Sh. 2,500 as capital 

Required
a) Open the relevant accounts, close them and prepare a trial balance              (10mrks)
b) discuss with examples the accounting equation			                  	(5mrks)
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