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QUESTION 1
(a)  You are given the following transactions for May:
· May 1: Balance brought forward: Cash Ksh 8,000; Bank Ksh 12,500
· May 3: Paid rent by cheque Ksh 4,000
· May 6: Received cash from a debtor Ksh 3,500
· May 9: Deposited Ksh 2,000 into bank
· May 12: Paid stationery Ksh 1,200 cash
· May 18: Received a cheque from a customer Ksh 6,800
· May 20: Banked all cash in hand
· May 25: Paid wages by cheque Ksh 3,000
Required:
Prepare a two-column cash book for May.                                                     (15 marks)
[bookmark: _Hlk204165212](b)  Explain the difference between capital expenditure and revenue expenditure, giving one example of each.				                                        (4 marks)
 (c)    Outline five differences between a cash discount and a trade discount. (6 marks)                                                                    
QUESTION 2   
(a)  State and explain the importance of book keeping.                                    ( 6 marks)

(b)  Mark and Sharon are students of Tom Mboya University taking a certificate course in Business Administration and would like to understand some of the accounting concepts. Discuss.                                                                       (9 marks)

QUESTION 3
a) Discuss advantages of double entry and state the accounting equation. (4 marks)
b) Write short notes on the following: 
(i) Personal Account                                                                    	                (2 marks)
(ii) Real Account                                                                                           (2 marks)
(iii) Nominal Account.                                                             	                 (2marks)
(iv)  Deffered income                                                                      	      (2 marks)
(v)   Debit note								      (2 mark	)
(vi)  Credit note								      (1 marks)	
QUESTION 4
(a) Describe the types of errors in book keeping   	                                    (5 Marks)
(b) A trader has the following balances for the year ended 31st December:
· Capital Ksh 80,000
· Sales Ksh 150,000
· Purchases Ksh 90,000
· Carriage inwards Ksh 3,000
· Carriage outwards Ksh 2,000
· Wages Ksh 15,000
· Rent Ksh 12,000
· Closing stock Ksh 20,000
· Bank balance Ksh 18,000
Required:
(a) Prepare a Trading Account for the year showing Gross Profit.
(b) Prepare a Balance Sheet as at 31st December.                              (10 Marks)
QUESTION 5
[bookmark: _Hlk190012710] (a) From the following transactions, prepare ledger accounts and extract a trial balance as at 30th November:
· Nov 1: Started business with cash Ksh 50,000
· Nov 3: Purchased goods for cash Ksh 10,000
· Nov 5: Sold goods for cash Ksh 6,000
· Nov 8: Purchased goods on credit from James Ksh 15,000
· Nov 12: Sold goods on credit to Mark Ksh 9,000
· Nov 15: Paid James by cash Ksh 7,500
· Nov 20: Mark paid half of her account by cheque                            (12 Marks)
(b) State and explain three limitations of bookkeeping	                           (3 Marks)
QUESTION 6
(a) Kariuki a trader based in Homa Bay Town has the following balances for the month:
· Sales: Ksh 80,000
· Purchases: Ksh 50,000
· Carriage Inwards: Ksh 5,000
· Rent: Ksh 4,000
· Salaries: Ksh 6,000
· Stationery: Ksh 1,000
· Closing Stock: Ksh 10,000
Required:
Prepare a simple income statement for the month showing Gross Profit and Net Profit.
					            		                                    (11 marks)
     (b)  List and briefly explain four qualities of good financial records       (4 marks)
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