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SCHOOL OF PROFESSIONAL STUDIES

BACHELOR OF ARTS IN LEADERSHIP MANAGEMENT

UNIT CODENAME: iMGT 122: FIII{AI{CIAL ACCOUI{TING

January - April 201812019 End Semester Exam Time: 2 Hours

Instructions: Answer Question Of{E (Compulsory) and any other TWO

questions.

QUESTTON ONE

(a) Brian Barmor-rth is a sole trader. At 30 June 2018 the foilorving Lralances have been extractec-t

lrom his books.

Saies

Purchases

Office expenses

Insurance

Wages

Rates

Heating and {-ighting

Telephone

-i - -. ..:-

Cpening stock

Returns inwards

Returns outwards

Premises

Plant and Machinery

f.

47,600.0t)

22,850"00

1,900.00

700.00

7,900.00

2,800.0c

1,200.00

650.00

500^0r.)

200"00

150.00

40,000.00

5,000.00
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Lloior Vehicies ll,(XX) 0()

De'blrrls 12.10(i 00

Bank halance 'i.800.00

Ltreciirors 3"400 00

l.oan-long term loan 10.000 00

(laprral 60^000 00

f)l'arr ing" frrr thg 
.1 sxt- +.U{){r (l{)

Closrng stock 5_50.00

Required:

Construci a trial balance. lrom the above list oibaiances (6 Marks)

b) The tbilou'ing trial balance \\'Ias ertracted form the books of Rodire-v. a sole trader- at 31't

I)ralvings,'Capital

Debtors/Cre dirors

Purchasesr'Saie s

Rent and Rates

Light and heat

Saiaries and uages

Bad debts

Frovision f'or baci clebts

Stock in trade 3 i'i Dec 2016

hrsurance

General Expenses

Bank balances

depreciation

Proceeds ori sale ,:i- u.,an

Ivlotor expenses

Freehold premises at cost

D --r -.,^^i-,^.-.1r\!tlt tuwLllLu

Shs

2,149

7,699

52,1A1

880

246

8,269

a t7z+t

Shs.

24,271

5,462

81,742

326

9,274

172

933

1,582

8,'jilti ; "ouuir

250

861

15,000

?<n

D4,-^ "t ,-i-arqSv&ut{,
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ro\/ision tbr depreciation on builCings 5.000

UJJqL [ZJql
J'he follorving matters are tc) be taken in to account:

I Stock in trade at j j" December 2017 r.vas Shs,9,884

2. Rates paid in adr ance at 3 i'r December 2017 , Shs.40

i. Rent recervable dr-re at ,l1" December 2017. Shs.250

-t Lighting and heating due at J1" December 2017. sh"85

5 Pror ision tbr doubttul debts to be increased to Shs.38tl

6 inclLrded in the amount for insurance Shs.I72. rs an item tbr Shs82 for motor insurance

arLd this amount shor"rld be transf-en'ed to motor expenses.

7 ilr'preciation has been anci is to be charged on vans at an annual rate of 20o% on cost.

L Deprecrate buildings Shs.500

9. L)n i" January 201 a van w.hich had beenpurchased fbr Shs.i,000 on 1't January 2014

''rassoldtbrShs250. TheonlyrecordolmatteristhecreditofShs.250to"Proceedsof

sale on l-an'' account.

Required:

i) Prepare a trading" proi-rt and ioss account fbr the year ended 31't Dec 2017 (12 Marks)

ii.) Prepare a statement of financial position as at that date)" (12 Marks)

QUESTTON TW',O

The fbliou,ing transactions relate to Scott Lrmrted.

o 2018 May i Bought a motor vehicle on credit from Motors Ltd for L6,790.

o 201 8 May 3 A debt of f 34 ou,ing from N Smart was written otf as a bad debt.

c 2A 18 Ma1'' 8 Furniture bought by us lbr f490 was retumed to the supplier Wood

Offices, as it was unsuitable. Full allowance will be given to us.

. 2018 May 12we are owed f 150 by W Hayes. He is declared bankrupt and we received

f.39 in full settlement of the debt.

o 2018 May l4 we take f45 goods out of the business stock without paying for them.

e 2018 May 28 Some time ago we paid an insurance bill thinking that it was all i;,.;-p;;.

of the business. We now discover thal f7 6 of the amount paid was in fact insurance of

our prir,'ate house.

- a/\1O l\,{-., aO D^-,-L+ l\,f^^Li-^^--, frlon ^- ^-^A:+ {L^* V^-^-' l\,f^^L:-^^ T +l '
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ltequire tl

a) i{econl the transactions in the books olpnnte entry'

b) Irost the enlrrcs in the Iedgc-r account.

d) lrxtract a tnirl balance as at 3l lv{ay 201 8

(5 Marks)

{5 Marks)

(5 NIarks)

QUESTION THREE

I tre lbiior"u'rng cietails relate to Scott Enterprise-s

20i7

\,Iar I Balances t-rrought forward: Clash f2l0: Bank f4,756.

" 2 .I'he 
ibllc.rving paid their accounts b1'cheque, in each case ded,lctrng 5 percent

discourrts: R. Burton f 140; E Tayior f220; R Fiarris f 800.

'' ,+ Paid rent b,v cheque {.124.

" 6 J Cotton lent us €1"000 paying by cheque.

" 8 We paid the tbllowing accounts by cheque in each case deducting a 2 t/z per

ccnt casl.l ciiscount. N Black i-ltiO; P Towers {480: Cl Ror,vse f300

" 10 Paid nrrlti)r e-\pL-nses rn cash f,tr4.

" 12 H Hankins pa,vs his account of t17 " b.v cheque f 74, deciucting i3 cash discount.

" l5 Paicl 1\,'ages in cash f 160.

" 18 'fhe tbiloi,ving paid their accounts by cheque, in each case cieciucting 5 per cent

cash discount; fl Winston f260: R Wilson & Son f340; H Winter i460

" Zl Cash withdrarvn lrom the bank f350 fbr business use"

" 21 Cash Drar..,'ings I120.

" 25 Faid f Briers his account of 1140, by cash f133, having deducted f7 cash

discount.

" 29 Boughr fixtures paying by cheque 1650.

" 31 Received commission by cheque f88.

R.equired

i) Prepare a thte-'-, 111it11r;';' r:2!tlar -' ri :'-"'i tl',e above details i'';-l &{arks)

tr) Do,LcLLter t.,i-i ii;e rgrgvEiit .iiscouiit aucouiris li -irie 
Bsirsrar rcdgur i5 S{arks)

a r/rage 4 or (}
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JUESTTON FOUri.

a) Explaln what is meanl bv materialitt' in relation to flnancial statements ancl state two
factors affecting the assessment of materialitl, (3 rnarks)

tr) Explain what makes infbnnation in financial statements relevant to users. (5 marks)
c) (i) Two characteristrcs contributing to reliability are "neutrality' and 'prudence'" Explain

the meaning of these two terms

(ii,) Explain hon'a possibie conllict betr,veen them coulcl arise and how that conflict

shouid be resoived (,1 rnarks)

d) One of the requirements of llnancial statements is tliatthey should be lree tiom material

error. -Suggest three safbguards. which may exist, inside or outside a compan).to ensure

that the flnancial statements are free from materiai error. (3 marks)

QiiESTIO\ FI\-E

(a) Briefl) explarn the fbllowing types of errors:

(i) Error of commission (l Marks)
(ii) Error of principle (l Marks)
(iii) compiete reversal of entries (l Marks)
iir i Ccmpensating effors (tr Marks)

lbt The irial baiance of Amanda Ltcl as at 30 April 2004 did not balance. On investigation, the

folior.ving errors were discovered:

1. A loan of Sh"2.000,000 tiom one of the directors has been correctly entered in the

cashbook but posled to the lvrong side of the loan account.

2. The purchase of a motor r.ehicle on credit fro Sh.2,860,000 had been recorcled by
debiting the supplier's account and crediting the motor expenses account.

3' A cheque for Sh.80,000 fiom Ogola, a customer to whom goods are regularly

supplied on credit, was correctiy entered in the cashbook but was posted to the credit

+iL,:d dei,.Is rer.:,-,, 1',=rl , .: .,,r ii -,t::L,en belief that it was a receipt from Agola,

a;LiSioili€i w-hose iiebr iraci been written oi?Ii.,,,,, . , , . :allier.

4. In reconciling the company's cash book with the bank statement, it was lound that

bank charges of Sh.38,000 had not been enterecl in the company's records.

5. The totals of the cash discount columns in the cashbook for the month of April 2004

had not been posted to the respective discount aecounts,

Fage 5 of5
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I'he figitres were:

[)iscounts al]oued

[) iscoLints rece il'ecj

COSt,

sh.

18r+"(l(10

97.()()0

6 I-he cornpan,v had purchased some plant on 1 Niurch 2u0l for Shl'60u'(tut)The

pa\ment l,\:zls correctl-v eltered in the cashbook butt w;ts debited to the plattt repatrs

irccount. Depreciatron on such piant is provided frrr at tlie rate of 20oh pet anlluln on

Required:

(i) Journal entries r'vith narrations to correct the above errors'

iii) Suspense acc(iunf-s shou'ing the origrnal c'lit-ference

(tr0 Marks)

(1 Marks)

i

Hage {'} t)l {}


