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Question 1: 
a) Explain the users of accounting information and their interest in the financial statements. 								( 6 marks) 
b) Accounting information must have certain qualities to be useful. Explain the attributes of good accounting information.				(5 Marks)
c) Source documents are the basis for recording transactions. Explain the source documents you are familiar with and their uses in accounting.( 6 marks)
d) Mr. Mutai had the following assets and liabilities as on 31 April 2015:
					Sh.
Creditors			158,000
Equipment			460,000
Motor Vehicle			251,600
Stock				246,000
Debtors 			230,800
Cash at bank			291,200
Cash in hand			    1,600

During the first week of May 2015 Mr. Mutai:
i. Bought extra equipment on credit for sh. 55,200.
ii. Bought extra stock by cheque sh. 22,800.
iii. Paid creditors by cheque sh 31600.
iv. Debtors paid sh 33,600 by cheque and sh 2,400 by cash.
v. Moody put in extra sh 10,000 cash as capital.
Required:
i. Determine the capital as at 1st May 2015.				 (4 marks)
ii. Draw his statement of financial position as at 7th May, 2015.	 (4 marks)

Question 2: 
a) Trial balance is a crucial document in accounting. Explain its uses. 	(3 marks)
b) Dr. Christy Russo maintains an office for the practice of veterinary medicine. The account balances as of September 1 are given below. All are normal balances. 

	Assets
	
	Liabilities

	Cash
	 2,459.00 
	
	Accounts Payable 
	1,590

	Accounts Receivable 
	 18,120.00 
	
	
	

	Prepaid Insurance 
	 980.00 
	
	Owner's Equity

	Expenses Automobile 
	 20,650.00 
	
	C. Russo, Capital
	42,076

	Salary Expense 
	 14,380.00 
	
	C. Russo, Drawing
	40,000

	Furniture and Equipment 
	 5,963.00 
	
	
	

	Revenue
	
	
	
	

	Professional Fees
	 72,118.00 
	
	
	

	
Expenses
	
	
	
	

	Salary Expense 
	 14,380.00 
	
	
	

	Rent Expense 
	 10,320.00 
	
	
	

	Automobile Expense
	 859.00 
	
	
	

	Utilities Expense
	 1,213.00 
	
	
	

	Supplies Expense
	 840.00 
	
	
	



The following transactions occurred during September of this year. 
1. Paid rent for the month, sh.1,290. 
2. Paid sh.1,800 for one year’s coverage of liability insurance. 
3. Bought medical equipment on account from Bennett Surgical Supply, sh.849, paying sh.200 down with the balance due in thirty days. 
4. Billed patients for services performed, sh.9,015. 
5. Paid employee salaries, sh.1,797. 
6. Received and paid gas and electric bill, sh.112. 
7. Received cash from patients previously billed, sh.11,060. 
8. Received bill for gasoline for car, used only in the professional practice, from Garza Fuel Company, sh.116. 
9. Paid creditors on account, sh.1, 590. 
10. Dr. Russo withdrew cash for personal use, sh.5, 000 

Required:
i. Record the September transactions in the ledger accounts to record the entries    									(6 marks)	  
ii. Prepare a trial balance as at September 30, 2014. 	          (6 marks)

Question 3: 
Your friend Lemaiyan, having not been in a business class argues that internal controls have no importance in business. With your knowledge of this course on principles of accounting and with a view of trying to persuade him answer the following questions.    
a) Explain the various types of internal controls that are used in businesses.												(10 marks)
b) What are the advantaged of having the internal controls in a business												(5 marks)










Question 4:
Skates own a business and drew up the following trial balance as at 30 September 2015. She lacks the adequate accounting to skills to prepare financial statements. She has hired you to prepare her final accounts. 
	
	Dr
	Cr

	
Capital
Drawings
Cash at bank
Cash in hand
Debtors 
Creditors
Stock 30 September 2013
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
	sh

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

	sh
3,095,500




937,000



13,090,000



30,700







	             


17,153,200



Stock as at 30 September, 2014 was valued at 2,747,500.The business paid sh.50,000 for audit fees during the year.
Required:
i. Draft the trading and profit and loss account for the year to end 30 September 2014.
[bookmark: _GoBack]											(7 Marks)
ii. Statement of financial position as at 30 September 2014.		(8 marks)

Question 5:  
a. Explain the use of various books of prime entry as used in accounting.												(4 marks) 
b. Differentiate between a two column and a three column cashbooks. 													(4 marks)
c. The following details relate to Malamali traders of Narok Town for the month of May 2015.
May 1	Started business with capital in cash sh.1,000.
“	     2	Paid rent by cash sh.100.
“ 3	Kamau lent us sh.5,000, paid by cheque.
“	4	We paid Boit by cheque sh.650.
“	5	Cash sales sh.980.
“	7	Soila paid us by cheque sh.620.
“	9	We paid Mwaura in cash sh.220.
“	11	Cash sales paid direct into the bank sh.530.
“	15	Omondi paid us in cash sh.650.
“	16	We took sh.500 out of the cash till and paid it into the bank account.
“	19	We repaid Larry sh.1,000 by cheque.
“	22	Cash sales paid direct into the bank sh.660.
“	26	Paid motor expenses by cheque sh.120.
“	30	Withdrew sh.1,000 cash from the bank for business use.
“	31	Paid wages in cash sh.970.

Required:
Prepare a Two column cashbook to record the above transactions.(7 Marks)

……………………………………………………………..END…………………………………………….
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