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Subject: PRINCIPLES OF ACCOUNTS       Course: POA 101
Date: Tuesday November 30th 2021        Time: 8:30 a.m. – 10:30 a.m.
Paper: 1 & 2
Instructions:
1. Read ALL instructions carefully before attempting any questions. 
2. Plan your answers so that you can use your time maximally.
3. Answer ALL questions on both papers.
4. Use file paper to respond to Paper 2 and the answer sheet provided to respond to Paper 1.
5. Calculators are allowed.

Paper 2
Answer ALL the questions in this section.

1. (A) Draw up the following ledger accounts (T accounts) in the books of K. Andrew from the following list of transactions.
(B) Then balance the following accounts:
· P. Noel
· Capital
· Bank
· Cash
· Stationery

2021
June 1	Started business with $5,000 cash
June 3	Paid $2,500 into a bank account for the business
June 5	Bought goods on credit from A. Lee $780
June 7 	Sold goods on credit to P. Noel $400
June 10	Bought some office fixtures for $350 paying with cash
June 15	Took $300 out of the bank for personal use
June 18	P. Noel returned to us $75 of the goods previously purchased from us
June 20	Returned $80 goods to A. Lee
June 22	Paid for stationery with cash $25
June 25	Bought motor vehicle on credit from Steele’s Auto for $1,300
June 29	Sold more goods on credit to P. Noel $620
June 30	P. Noel paid us $400 with a cheque

									TOTAL: 30 marks










2. The following is a Trial Balance from the books of B. Gorniak on December 31st 2021. 
	B. Gorniak

	Trial Balance as at December 31st 2021

	
	Dr.
	Cr.

	
	$
	$

	Sales
	
	18,600

	Returns Inwards (Sales Returns)
	440
	

	Returns Outwards (Purchase Returns)
	
	355

	Inventory (1 January 2020)
	3,776
	

	Carriage Outwards
	326
	

	Carriage Inwards
	234
	

	Purchases
	11,556
	

	Wages and Salaries
	2,447
	

	Motor Expenses
	664
	

	Rent
	456
	

	Rates
	120
	

	Sundry Expenses
	1,202
	

	Motor Vehicle
	2,400
	

	Fixtures and Fittings
	600
	

	Accounts Receivables (Debtors)
	4,577
	

	Accounts Payables (Creditors)
	
	3,045

	Bank
	3,876
	

	Cash
	120
	

	Drawings
	2,050
	

	Capital
	
	12,844

	
	34,844
	34,844



Note well: Inventory December 31st 2021 was $4,998.
(a)      Prepare B. Gorniak’s Income Statement (Trading and Profit & Loss A/c) for the year ended 31st December 2021.				          	           (12 marks)
(b) Prepare B. Gorniak’s Statement of Financial Position (Balance Sheet) as at 31st December 2021.                   				                                        (8 marks)
Total: 20 marks
3. 
(a)       Identify the Non-current (Fixed) Assets in the Trial Balance.		(2 marks)
(b) Identify the Current Liabilities in the Trial Balance.			(2 marks)
(c)       List the Current Assets in the Order of Permanence.			(4 marks)
(d) What is the value of Working Capital/Net Current Assets?		(2 marks)
Total: 10 marks

PAPER 1

Instructions: Select the MOST APPROPRIATE answer and shade the corresponding answer on your answer sheet.




1. 



1. Which of the following statements is INCORRECT?
a) Assets + Capital = Liabilities
b) Capital = Assets – Liabilities
c) Liabilities + Capital = Assets
d) Liabilities = Assets – Capital

2. Which of the following is NOT an asset?
a) Cash at bank
b) Premises
c) Inventory
d) Accounts Payable

3. Which of the following is a liability?
a) Buildings
b) Accounts Receivable
c) Loan from J. Henry
d) Equipment

4. In the Trading account, returns inwards should be:
a) Added to the Cost of Goods Sold
b) Deducted from Purchases
c) Deducted from Sales
d) Added to Sales

5. Carriage Inwards is charged to the trading account because:
a) It is not a statement of financial position item
b) It is not part of the motor expenses
c) Returns inwards also goes in the trading account
d) It is basically part of the cost of buying the goods.

6. Which of the following best describes the meaning of ‘Sales’?
a) Items sold for cash or on credit
b) Assets sold on credit
c) The sale of items bought previously
d) Sale of items previously included in ‘Purchases’

7. From the following information you are to ascertain the amount of capital. 
Premises $55,000
Motor Vehicles $17, 800
Inventory $6,450
Accounts Receivables $3,720
Bank $1,110
Accounts Payable $4,000
Loan from D. Allen $10,000
a) $60,080
b) $65,580
c) $70,080
d) None of the above

8. Which of the following are CORRECT?

	
	
	Account to be debited
	Account to be credited

	(i)
	Returned some equipment to C. Lee
	Equipment
	C. Lee

	(ii)
	Sold office fixtures for cash
	Cash
	Office Fixtures

	(iii)
	Repaid par of loan from F. Grant by cheque
	Bank
	F. Grant: Loan

	(iv)
	Bought office fixtures on credit from Shopfitters Ltd.
	Office Fixtures
	Shopfitters Ltd.


a) (ii) and (iv) only
b) (i) and (iii) only
c) (i) and (iv) only
d) (ii) and (iii) only


9. Which of the following are INCORRECT?
	
	Accounts
	To record
	Entry in the account

	
(i)
	
Liabilities
	An increase
	Debit

	
	
	A decrease
	Credit

	
(ii)
	
Assets
	An increase
	Debit

	
	
	A decrease
	Credit

	
   (iii)
	
Capital
	An increase
	Debit

	
	
	A decrease
	Credit


a) (i) and (ii)
b) (ii) and (iii)
c) (i) and (iii)
d) None of them

10. The recording and analysis of financial records is called
1. Accounting
1. Adjusting
1. Record keeping
1. Decision making

11. Which of the following best describes a Trial Balance?
a) Is the final account in the books
b) Shows all the asset balances
c) Is a list of balances on the books
d) Discloses the financial position of a business

12. When should the Trial Balance totals differ?
a) Only when it is drawn up by the accountant
b) When drawn up before the profit and loss account (income statement) is prepared
c) If drawn up halfway through the financial year
d) Never

13. Gross Profit is calculated in:
a) Profit and Loss account
b) Statement of Financial Position
c) Trading account
d) Trial Balance

14. Net Profit is:
a) Sales less purchases add opening inventory less closing inventory
b) Gross profit add expenses of the period
c) Capital plus all expenses
d) Gross profit less expenses of the period

15. Examples of current assets can be found in:
a) Inventory, Cash, Accounts Receivables, Bank
b) Cash, Equipment, Accounts Receivables, Bank Overdraft
c) Accounts Receivables, Bank, Inventory, Equipment
d) Bank Overdraft, Accounts Receivables, Inventory, Accounts Payable

16. What is the correct order for current assets in the Statement of Financial Position?
a) Cash, Bank, Accounts Receivables, Inventory
b) Inventory, Accounts Receivables, Bank, Cash
c) Inventory, Bank, Cash, Accounts Receivables
d) Accounts Receivables, Inventory, Bank, Cash

17. Select the correct definition of a Statement of Financial Position:
a) A double entry account
b) A list of balances after the profit and loss account has been drawn up
c) A statement of all the assets
d) An account proving the books balance

18. Financial statements are prepared:
a) To identify business resources, who owns them and owner equity
b) To provide information to enable investment and credit decision-making
c) To provide information to assess the sources of future cash flows
d) Based on all of the above
19. Which of the following accounts has a credit balance?
a) Purchases
b) Carriage Outwards
c) Returns Inwards
d) Returns Outwards

20. All of the following accounts have debit balances EXCEPT;
a) Carriage Outwards
b) Carriage Inwards
c) Returns Inwards
d) Returns Outwards
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