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2024/2025 ACADEMIC YEAR UNIVERSITY EXAMINATIONS
FIRST YEAR FIRST SEMESTER EXAMINATION FOR THE DEGREE OF BACHELOR OF EDUCATION(SCIENCE,ARTS) BUSSINESS ADMINISTRATION WITH IT 
 
BAF 111: INTRODUCTION TO ACCOUNTING I




DATE:19/12/2024							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) Citing suitable examples, briefly explain of the following terms:
(i) Accounting concepts						(2 marks)
(ii) Accounting policies						(2 marks)
(iii) Accounting standards						(2 marks)
b) Briefly explain the meaning of each of the following accounting concepts, giving in each case, an example of the application of each:
(i) Material									(2 marks)
(ii) Substance over form							(2 marks)
(iii) Money measurement							(2 marks)

c) Explain giving examples the distinguishing features of Assets, liabilities, and Equity (Capital). 								(3 marks)
d) State how each of these items in (c) above are to be posted in their respective ledger accounts when a transaction increases it and decreases it.	(3 marks)
e) Explain the term "bank reconciliation" and state three reasons for its preparation. 									(4 marks)
f) Briefly explain three qualities of a good accounting information.	(3 marks)
											(Total: 25 marks)
QUESTION TWO
The following information has been extracted from the books of Gachagua Traders Limited for the month of April 2024.
Balances as at I April 2024:
	
	Sh.

	Sales ledger         - Debit balances 
	838,000

	                            -  Credit balances 
	184,000

	Purchases ledger  -Debit balances 
	196,000

	                            - Credit balances 
	598,000

	Transactions during the month of April:
	

	Sales on credit 
	8,784,000

	Purchases on credit 
	7,849,000

	Returns inwards 
	248,000 

	Returns outwards 
	179,000

	Cheques received from trade debtors
	2,968,000

	Cash paid to trade creditors 
	4,674,000

	Cheques paid to trade creditors 
	1,393,000

	Bad debts written-off
	   139.000

	Discounts allowed to trade debtors 
	   162,000

	Discounts received from trade creditors 
	   231,000

	Credit sales off-set against credit purchases 
	   356,000

	Credit purchase of a motor vehicle posted in the purchases ledger 
	   598,000

	Dishonoured cheques from trade debtors 
	   193,000

	Cash received to replace dishonoured cheques from trade debtor 
	   106,000

	An invoice to trade debtors of Sh.174,000 posted as 
	   147,000



Balances as at 30 April 2024:

	Sales ledger credit balances
	   123,000

	Purchases ledger debit balances
	    177,000



Required:
The sales ledger and purchases ledger control accounts for the month ended 30 April 2024. 											(15 marks)

QUESTION THREE
On 31 October 2024, the cashbook of Mwea Enterprises Ltd. Showed a debit balance of Sh.1,710,000. This did not agree with the balance shown in the bank statement.

Upon investigation, the accountant discovered the following errors:

1. A cheque paid to Kindaruma for Sh.306,000 had been entered in the cashbook as Sh.387,000
2. Cash paid into the bank by a customer for Sh.90,000 had been entered in the cashbook as Sh.81,000
3. A transfer of Sh.1,110,000 to Central Savings Bank had not been posted to the cash book.
4. A receipt of Sh.9,000 shown in the bank statement had not been posted in the cashbook.
5. Cheques drawn amounting to Sh.36,000 had not been paid into the bank.
6. The cash book balance had been incorrectly brought down at 1 November 2003 as a debit balance of Sh.1,080,000 instead of a debit balance of Sh.990,000
7. Bank charges of Sh.18,000 do not appear in the cash book.
8. A receipt of Sh.810,000 paid into the bank on 31 October 2024 appeared in the bank statement on 1 November 2024.
9. A standing order of Sh.27,000 had not been recorded in the cash book.
10. A cheque for Sh.45,000 previously received and paid into the bank had been returned by the customer’s bank marked “account closed”.
11. The bank received a direct debit of Sh.90,000 from an anonymous customer.
12. Cheques banked had been totaled at Sh.135,000 instead of Sh.153,000.
13. A cheque drawn in favour of Nyaga for Sh.120,000 had been entered on the debit side of the cashbook.

Required;
(i)  Adjusted cash book as at 31 October 2024. 				(9 marks)
(ii)  A bank reconciliation statement as at 31 October 2024. 		(6 marks)
(Total: 15 marks)





QUESTION FOUR
(a) Briefly explain the following types of errors:
(i) Error of commission							(2 marks)
(ii) Error of principle 								(2 marks)
(iii) Complete reversal of entries						(2 marks)
(iv) Compensating errors							(2 marks

(b) The trial balance of Amanda Ltd as at 30 April 2024 did not balance. On investigation, the following errors were discovered:
1. A loan of Sh.2,000,000 from one of the directors has been correctly entered in the cashbook but posted to the wrong side of the loan account.
2. The purchase of a motor vehicle on credit fro Sh.2,860,000 had been recorded by debiting the supplier’s account and crediting the motor expenses account.
3. A cheque for Sh.80,000 from Ogola, a customer to whom goods are regularly supplied on credit, was correctly entered in the cashbook but was posted to the credit of bad debts recovered account in the mistaken belief that it was a receipt from Agola, a customer whose debt had been written off three years earlier.
4. In reconciling the company’s cash book with the bank statement, it was found that bank charges of Sh.38,000 had not been entered in the company’s records.
5. The totals of the cash discount columns in the cashbook for the month of April 2024 had not been posted to the respective discount accounts.

The figures were:
	
	Sh.

	Discounts allowed
	184,000

	Discounts received
	397,000


6. The company had purchased some plant on 1 March 2023 for Sh.1,600,000. The payment was correctly entered in the cashbook but was debited to the plant repairs account. Depreciation on such plant is provided for at the rate of 20% per annum on cost.
Required:
i) Journal entries with narrations to correct the above errors.		(7 marks)
(Total: 15 marks)
QUESTION FIVE
a) Differentiate between a petty cashbook and a three column cashbook. (4 marks)
b) Brian Barmouth is a sole trader.  At 30 June 2024 the following balances have been extracted from his books:
	
	Shs.

	Sales
	47,600.00

	Purchases
	22,850.00

	Office expenses
	1,900.00

	Insurance
	700.00

	Wages
	7,900.00

	Rates
	2,800.00

	Heating and Lighting
	1,200.00

	Telephone
	650.00

	Discounts allowed
	1,150.00

	Opening stock
	500.00

	Returns inwards
	200.00

	Returns outwards
	150.00

	Premises
	40,000.00

	Plant and Machinery
	5,000.00

	Motor Vehicles
	12,000.00

	Debtors
	12,500.00

	Bank balance
	7,800.00

	Creditors
	3,400.00

	Loan-long term loan
	10,000.00

	Capital
	60,000.00

	Drawings for the year
	4,000.00

	Closing stock
	550.00



Required:
Construct a trial balance, from the above list of balances 			(11 marks)
(Total: 15 marks)
QUESTION SIX
[bookmark: _GoBack]Skates drew up the following trial balance as at 30 September 2024.  You are to draft the income statement for the year to end 30 September 2024 and a statement of financial position as at that date.

	
	Dr
	Cr

	
Capital
Drawings
Cash at bank
Cash in hand
Debtors 
Creditors
Stock 30 September 2021
Motor van
Office equipment
Sales
Purchases
Returns inwards
Carriage inwards
Returns outwards
Carriage outwards
Motor expenses
Rent
Telephone charges
Wages and salaries
Insurance
Office expenses
Sundry expenses
	Shs.

842,000
311,500
29,500
1,230,000

2,391,000
410,000
625,000

9,210,000
55,000
21,500

30,900
163,000
297,000
40,500
1,281,000
49,200
137,700
	28,400
	17,153,200
	Shs.
3,095,500




937,000



13, 090,000



30,700







	             
17,153,200


(Total: 15 marks)
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