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SECTION A (THIS SECTION IS COMPULSORY)
Question One
Provide short answers to the following;
a) Distinguish between book keeping and Financial Accounting.              			(04 marks)
b) Explain the meaning of the following concepts as used in financial accounting.
i) Business concept                                                                                 			(02 marks)
ii) Monetary/ money measurement                                                     			(02 marks)
iii) Going concern concept                                                                       			(02 marks)
iv) Matching concept                                                                                			(02 marks)
v) Consistency                                                                                           			(02 marks)
vi) Historical cost                                                                                       			(02 marks)
c) Identify four errors that the trial balance can detect.                                     			(04 marks)

Question Two
The following Trial Balance was extracted from the accounting records of Mary and Family as at 31st December, 2025.
	Account Name
	DR
	CR

	Land and Building
	15,000,000
	

	Capital account
	
	8,700,000

	Purchases
	7,200,000
	

	Returns inwards
	150,000
	

	Returns outwards
	
	254,000

	Loan 
	
	12,500,000

	Trade Creditors
	
	478,000

	Debtors
	1,765,000
	

	Stock )1st January,2024)
	2,370,000
	

	Salaries and Wages
	4,532,000
	

	Electricity and water
	865,000
	

	Motor Vehicles
	6,219,000
	

	Furniture and Fittings
	3,126,000
	

	Commission Received
	
	554,000

	Loan interest
	1,250,000
	

	Sundry Expenses
	2,849,000
	

	Sales
	
	27,130,000

	Motor Vehicle Fuel
	1,750,000
	

	Rent paid
	2,540,000
	

	
	49,616,000
	49,616,000


Additional information:
i) Closing stock at 31st December,2024 was valued at shs. 2,456,000.
ii) Salaries and wages paid include salary advance to John of shs.520,000
iii) Shs. 452,000 is still unpaid an account of Motor vehicle fuel
iv) Depreciation is to be provided on Motor Vehicle at 15 %, Furniture and Fittings at 10 %.
Required;
a) Journal entries for adjusting information (i) – (iv)                                              		(05 marks)
b) Prepare Mary and Family enterprises statement of changes in equity for the year ended 31st December,2024 and a statement of financial position as at that date.           			(15 marks)

SECTION B (Attempt three (3) questions from this section)
Question Three
1. Give four (4) reasons why banks dishonour cheques.                     				(04 marks)
1. The bank account extract from cash book of UPE School Kira Public School in Wakiso District for the month of October,2025 and the bank statement received from the bank for the same month appear below;
                       Cash Book (Bank column) for April 2015
	         Date
	Particulars
	Amount (Dr)
	Date
	Particulars
	Amount (Cr)

	Feb 1
	Balance b/f
	2,350,000
	Feb 3
	Mukono book shop
	3,000,000

	Feb 2
	UPE Cheque
	6,000,000
	Feb 4
	Sports Teacher
	500,000

	Feb 5
	PTA Collection
	1,200,000
	Feb 6
	Salaries & wages
	2,600,000

	Feb 15
	Exam fee
	1,700,000
	Feb 7
	UEDCL-Electricity
	65,000

	Feb 23
	Cheque: AM Mukasa
	300,000
	Feb 7
	NWSC
	50,000

	Feb 24
	Cheque: Kira stores
	400,000
	Feb 12
	Aristoc Book shop
	2,800,000

	Feb 25
	SFG fund
	5,000,000
	Feb 20
	MOES-Exams fee
	1,700,000

	Feb 2
	Cheque Maria
	500,000
	Feb 28
	Builders Co LTD
	3,000,000

	
	
	
	Feb 29
	Balance c/d
	3,735,000

	
	
	
	
	
	

	
	
	17,450,000
	
	
	17,450,000



                       Bank statement for the Month of April 2015
	
	Particulars
	Amount (Dr)
	Amount (Cr)
	Balance

	Feb 1
	Balance b/f
	
	
	2,350,000

	Feb 6
	UPE Cheque
	
	6,000,00
	8,350,000

	Feb 6
	Salaries/wages
	2,600,000
	
	5,750,000

	Feb 7
	Transaction charge
	        15,000
	
	5,735,000

	Feb 8
	Mukono book shop
	3,000,000
	
	2,735,000

	Feb 10
	Sports Teacher
	     500,000
	
	2,235,000

	Feb 11
	PTA Collection
	1,200.000
	
	3,435,000

	Feb 12
	NWSC
	50,000
	
	3,385,000

	Feb 20
	Aristoc Book shop
	2,800,000
	
	585,000

	Feb 21
	Exam fees
	
	1,700,000
	2,285,000

	Feb 22
	NIC -standing order
	200,000
	
	2,085,000

	Feb 26
	SFC fund
	
	5,000,000
	7,085,000

	Feb 26
	A Mukasa
	
	   300,000
	7,385,000

	Feb 26
	MOES Exam fee
	1,700,000
	
	5,685,000

	Feb 28
	Builders Co Ltd
	3,000,000
	
	2,685,000

	Feb 28
	Unpaid cheque: AM Mukasa
	  300,000
	
	2,385,000

	Feb 29
	Bank charges
	100,000
	
	2,285,000

	Feb 29
	Kirra stores
	
	400,000
	2,685,000

	Feb 29
	Bank interest
	
	200,000
	2,885,000

	Feb 29
	Opiyo P (student) Direct credit
	
	500,000
	3,385,000

	Feb 29
	Musa -parent paid direct to the Bank
	
	150,000
	3,535,000




Additional information;
Kirra Public school over the years has relied on the bank statement being accurate but the same can’t be said about their cash book.
Required;
i) Prepare an adjusted cash book after receiving the bank statement as at April 30th 2025. 	(08 marks)
ii) Prepare bank reconciliation statement as at April 30th 2025.                                            	(08 marks)


Question Four
a) List five examples of current assets as used in financial accounting.             			(05 marks)
b) Construct accounting equation for each of the following transactions         			(15 marks)
i) Peter started business with cash of Shs 25,000,000
ii) He bought stock of goods for shs 10,000,000 on credit.
iii) He sold half of the goods for shs 6,000,000 on credit.
iv) He paid shs 5,000,000 cash to the creditor.
v) He sold the remaining balance of the stock at shs 5,500,000 cash
vi) He received shs 4,000,000 cash from debtors, paid advertising bill of shs 1,000,00 cash and paid Accountant his salary 100,000 cash.
vii) Obtained a long-term loan of shs. 10,000,000 from a bank and deposited it on the bank account.
viii) Used 100,000 business cash to campaign for LC election.


Question Five
a) Give four reasons why it is necessary for an organization to depreciate non-current assets.	(04 marks)
b) Explain the factors considered when calculating depreciation.                          		(06 marks)
c) John a businessman in Kokubo bought a delivery van at CIF Mombasa at value of shs.13,000,000. Freight and insurance from Mombasa to Kampala cost shs 1,500,000 and the shs 500,000 was incurred on repairs to the van before it could begin operating after a long journey from Japan. John applies the straight-line method to depreciate his delivery van. Depreciating is over 10 years, estimated useful life at the end of which he expects the van to have a salvage value of shs.5,000,000.
Required;
i) Compute the depreciable cost of the delivery van.                					(02 marks)
ii) Calculate the depreciation expense for each year and accumulated depreciation up to year 10 using straight line method.                                                                           				(10 marks)                 

Question Six
a) Despite limitations of size and resources, many people continue to prefer sole proprietorship over other forms of organizations. Explain any five reasons why?                                                 	(10 marks)
b) Discuss the factors that determine the choice of a business organization.                		(10 marks)





Question Seven
On 1st August, 2024, Mariah had cash in hand shs 32,500 and cash at bank shs 1,365,000. During the month, the following transactions took place:
· August 2: cash sales shs. 4,263,000 was paid directly into bank.
· August 3: received a cheque for shs. 141,000 from Whitney in full settlement of her debt
· August 8: bought goods for shs. 262,400 and paid by cheque
· August 12: cash sales shs. 424,500
· August 14 paid Walnaina by cheque shs.237,500 in full settlement of his account less 5% cash 	   
· discount
· August 15: paid wages shs 240,000 in cash
· August 16: withdrew shs 360,000 from bank for office.
· August18: bought stationery in cash shs. 7,500
· August 20: cheque received from Whitney was dishonored
· August 28: paid salaries by cheque shs. 486,000
· August 29: received a cheque for uhs.95,000 from Abura after deducting a 5% cash discount
· August 30: all cash was banked except uhs.50,000.
Required;
Prepare a three-column cash book duly balanced.							(20 marks)						

END
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Marking guide-Financial Accounting
QUESTION ONE
a) Bookkeeping is the clerical part of accounting. The clerical tasks involved are preparing books of accounts such as cash books, ledgers and preparing the trial balance.
Financial accounting involves analyzing and interpreting the business financial statement.(2 marks)
b) Business concept: This concept requires recognizing and recording of transactions relating to the entity or organization only in question and excludes private transactions of the owners or those running it. Record is only made for what the entity owes the owner (capital) and what the owners owes the entity (drawings).                                                                                              (2 marks)
Monetary/ money measurement: According to this concept all transactions to be recorded must be quantified in monetary terms or language of money. This concept limits recognition of business transactions to those that can be expressed in monetary terms whereas whatever cannot be monetized is not recorded. (2 marks)
Going concern concept: This concept states that an entity is assumed to continue in operational existence in the foreseeable future. In other wards the entity is not likely to collapse unless there are indications to suggest so. This assumption is very fundamental to preparation of accounts. Accounts are written on the assumption and understanding that the business will continue in operation (2 marks)
Matching concept. This concept requires accurate matching of expenses against incomes by writing off only those costs or expenses that are incurred in generating specific income for the period ended. Costs or expenses paid should be adjusted for any part period that does not relate to the overall period. For example; whenever there are alternative methods of valuing an asset, an accountant should choose the one that leads to a lower value or profit and a higher liability (2 marks)
Consistency: The concept states that once a particular accounting method/base has been selected and has become an accounting policy, it must be applied continuously or consistently from year to year. (2 marks)
Historical cost: This is sometimes shortened as cost concept. It requires accountants to record assets and liabilities at historical cost of their acquisitions. For example; assets are recorded at their acquisition (invoice) cost even if the value today is more than historical cost likewise liabilities are recorded at amounts they were incurred. (2 marks)
c) Five errors the trial balance cannot detect.
Errors of omission
Errors of principle
Errors of commission
Compensating errors
Errors of complete reversal of entries        any 4 x1 =4 marks




QUESTION TWO

a) Journal entries showing adjusting entries
	
	DR (shs)
	CR (shs)

	Closing stock a/c
               Trading a/c
	2,456,000
	
2,456,000

	Salary advance
      Salary & wages
	520,000
	
520,000

	Motor vehicle fuel 
       Accrued m/v
	452,000

	
452,000


	  Depreciation expense
	
	

	 Motor Vehicle
	932,350
	

	Furniture and Fittings
	312,600
	

	Accumulated depriciation
	
	

	 Motor Vehicle
	
	932,350

	Furniture and Fittings
	
	312,600



                                                                                    10 x ½ = 5 marks
Mary and Family Enterprises, Income statement for the year ended December,2024

	
	Shs’000
	Shs’000
	Shs’000

	Sales
	
	
	27,130,000

	Less; Returns
	
	
	      150,000

	Net sales
	
	
	26,980,000

	Less; cost of sales
	
	
	

	Opening stock
	
	2,370,000
	

	Add; Purchases
	
	7,200,000
	

	Less; Returns
	
	254,000
	

	
	
	
	

	Less: Closing tock
	
	2,456,000
	

	Cost of sales
	
	
	6,860,000

	Gross profit
	
	
	20,120,000


            Other incomes
2

	Commission received
	
	
	554,000

	Total income
	
	
	20,674,000

	Less; Operating expenses
	
	
	

	Salaries and wages paid
Less; Advance to Sunday
	4,532,000
520,000
	
4,012,000
	

	Electricity and water
	
	865,000
	

	Loan interest
	
	1,250,000
	

	Sundry Expenses
	
	2,849,000
	

	Motor Vehicle fuel paid
	1,750,000
	
	

	Add; Outstanding
	452,000
	2,202,000
	

	Rent paid
	
	2,540,000
	

	Depreciation:
	
	
	

	Motor Vehicle
	932,850
	
	

	Furniture and fittings
	312,600
	1,245,450
	14,963,450

	
	
	
	5,710,000

	Net profit
	
	
	



                                                                                     16 x ½= 8 marks

Mary and Family b Enterprises ,Balance sheet as at December 31,2024

	NON-CURRENT ASSETS
	COST (shs,000)
	ACC DEPN
(shs’000)
	NET BOOKVALUE
shs,000)

	Land and Building
	15,000,000
	-
	15,000,000

	 Motor Vehicle
	6,219,000
	932,350
	5,286.000

	Furniture and Fittings
	3,126,000
	312,600
	2,813,400

	
	
	
	23,099,550

	CURRENT ASSETS
	
	
	

	Stock
	
	2,456,000
	

	Debtors
	
	1,765,000
	

	Salary advance to Sunday
	
	520,000
	4,741,000

	TOTAL ASSETS
	
	
	27,840,550

	
	
	
	

	EQUITY &LIABILITIES
	
	
	

	Capital
	
	
	8,700,000

	Add; Net profit
	
	
	5,710,000

	
	
	
	14,410,550

	Long term loan
	
	
	12,500,000

	
	
	
	

	Liabilities
	
	
	

	Fuel bill outstanding
	
	
	452,000

	Trade creditors
	
	
	478,000

	TOTAL EQUITY &LIABILITIES
	
	
	27,140,550

	
	
	
	

	TOTAL EQUITY & LIABILITIES
	
	
	



14 x 1/2 = 7 marks

                                                                                                   Total =20 marks
QUESTION THREE
a) Reasons why the bank dishonors cheques
· Lack of sufficient funds on the account.
· Amounts in words differing from amount in figures.
· Drawer’s signature differing from specimen signature held by the bank.
· Expired cheques (cheques get stale or expire after six months from the date on the cheque)
· Alterations on the cheque not counter-signed.
· If there is no account title on the cheque.
· When the payees identity is doubted.   5x1 =5 marks


                                      UPE School Kira Public School    Adjusted cash book
	Shs
	Shs

	Bal b/f                          3,735,000                                  
	
	Transaction
 charge         15,000                   
	

	Bank interest              200,000
	
	N/C Standing 
	

	Opiyo -direct credit  500,000    
	
	Order              200,000
	

	Musa                            150,000    
	
	Bank charges 100,000
	

	
	
	AM Mukasa  300,000
	

	
	
	Bal c.d        3,970,000

	                                          4,585,000
	4,585,000


9 x 1=9 marks


     UPE School Kira Public School Bank Reconciliation statement for the month of December ,2022
	
	
	shs

	Bal as per adjusted cash book
	
	3,970,000

	Add; Unpresented cheques
	
	                                                                     

	UEDCL-Electricity
	
	                                65,000

	
	
	                                  4,035,000

	Less; Uncredited cheques
	
	

	Cheque  Maria
	
	                                       500,000

	Bank statement balance
	
	                        3,535,000

	
	
	

	
	
	

	
	
	

	
	


6 x1=6 marks
Total 20 marks

QUESTION FOUR
a) Accounting Equation
	Asset =       


	Liabilities         +
	Owners’ Equity

	Cash 25,000,000
	-
	Capital     25,000,000

	
	
	



b)
	Asset =       


	Liabilities         +
	Owners’ Equity

	Lorry   15,000,000
	-
	Capital
                        25,000,000

	Cash    10,000,000
	
	

	                     25,000,000
	
	                       25,000,000


c)
	Asset =       


	Liabilities         +
	Owners’ Equity

	Lorry   15,000,000
	Trade creditors 10,000,000
	Capital
                        25,000,000

	Stock 10,000,000
	
	

	Cash    10,000,000
	
	                       35,000,000

	               35,000,000
	
	



d)
	Asset =       


	Liabilities         +
	Owners’ Equity

	Lorry   15,000,000
	Trade creditors 10,000,000
	Capital
                        25,000,000

	Stock 10,000,000
	
	Add: profit     1,000,000

	Debtors 6,000,000
	
	

	Cash    10,000,000
	
	

	                    36,000,000
	
	                 36,000,000




e)
	Asset =       


	Liabilities         +
	Owners’ Equity

	Lorry   15,000,000
	Trade creditors 5,000,000
	Capital
                        25,000,000

	Stock 5,000,000
	
	Add: profit     1,000,000

	Debtors 6,000,000
	
	

	Cash   5,000,000
	
	

	                             31,000,000
	
	31,
000,000



f)
	Asset =       


	Liabilities         +
	Owners’ Equity

	Lorry   15,000,000
	Trade creditors 5,000,000
	Capital
                        25,000,000

	Debtors 6,000,000
	
	Add: profit     1,500,000

	Cash   10,500,000
	
	

	                            31,500,000
	
	                       31,500,000

	
	
	



g) 
	Asset =       


	Liabilities         +
	Owners’ Equity

	Lorry   15,000,000
	Trade creditors 5,000,000
	Capital
                        25,000,000

	Debtors 2,000,000
	
	Add: profit     200,000

	Cash   13,200,000
	
	

	                            30,200,000
	
	                       30,200,000

	
	
	



h)
	Asset =       


	Liabilities         +
	Owners’ Equity

	Lorry   15,000,000
	Bank loan 10,000,000
	Capital
                        25,000,000

	Debtors 2,000,000
	Trade creditors 5,000,000
	Add: profit     200,000

	Bank 10,000,000
	
	

	Cash   13,200,000
	
	

	                            40,200,000
	
	                       40,200,000

	
	
	



i)
	Asset =       


	Liabilities         +
	Owners’ Equity

	Lorry   15,000,000
	Bank loan 10,000,000
	Capital
                        25,000,000

	Debtors 2,000,000
	Trade creditors 5,000,000
	Add: profit     200,000

	Bank 10,000,000
	
	Less Drawing  100,000

	Cash   13,100,000
	
	

	                            40,100,000
	
	                       40,100,000

	
	
	



QUESTION FIVE
a) To avoid overstating the tax liability
To portray the true and fair view of the state of affairs of the business
It guides policy for planning, maintenance and replacement of assets. 
                                                                                                                 2x1=2 marks
b) Factors considered
Cost of asset
Estimated salvage value
Estimated useful life                                                                           3x 2 =6 marks
c) Depreciable cost
	Cost of asset
	13,000,000

	Freight and insurance cost
	1,500,000

	Repair cost
	  500,000

	
	15,000,000

	Scrap value
	5,000,000


Depreciable cost = 15,000,000 – 5,000,000
                                                      10
                          = 1,000,000                                                                  2 marks

d) Cost of assets=15,000,000
	Year
	Depreciation expense
	Accumulated 
depreciation
	Net book value

	1
	1,000,000
	1,000,000
	14,000,000

	2
	1,000,000
	2,000,000
	13,000,000

	3
	1,000,000
	3,000,000
	12,000,000

	4
	1,000,000
	4,000,000
	11,000,000

	5
	1,000,000
	5,000,000
	10,000,000

	6
	1,000,000
	6,000,000
	9,000,000

	7
	1,000,000
	7,000,000
	8,000,000

	8
	1,000,000
	8,000,000
	7,000,000

	9
	1,000,000
	9,000,000
	6,000,000

	10
	1,000,000
	10,000,000
	5,000,000






                                                                                                   10x21=10 marks

QUESTION SIX
Despite limitations of size and resources, many people continue to prefer sole proprietorship over other forms of organisation. Why?

The reason behind choosing sole proprietorship as the business form is due to the many benefits it offers despite limitations in areas of size and resources. The benefits are mentioned below:

1. It is very easy to set up a sole proprietorship business as very few legal formalities are required. Similarly, the winding up of the business is also hassle-free.

2. As the sole decision maker, the sole proprietor enjoys complete hold over the business, which makes decisions quick.

3. Sole proprietor enjoys all the profits earned by the business and, at the same has to bear all the losses.

4. Highly flexible in operations as the sole proprietor is the only person managing the operation.
Why is it important to choose an appropriate form of organisation? Discuss the factors that determine the choice of form of organisation.

There are various options or types of business to choose from, and each business will have a different set of requirements and risks involved; also, the growth prospects of a business will vary according to the type of organisation chosen. Thus, it is necessary to choose the suitable one.

The following are the deciding factors of a business:

1. Nature of business: For starting a business, an individual needs to decide the type of business he should start with. For example, if the business deals with direct customer interaction, a sole proprietorship is best, while other business types are suitable where no or less customer interaction is there.

2. Cost: The initial cost of setting up a company is a factor that should be kept in mind. If the budget is less, the best option is to start with a sole proprietorship.

3. Liability: Individuals starting a business should also think about the liability that comes along with a business. Business forms such as sole proprietorship and partnership carry unlimited liability and need to clear debts by selling off personal assets, while a company has a limited liability that is based on its assets.

4. Continuity: Business forms such as partnership and sole proprietorship are impacted by the loss of a partner or the proprietor. Other forms, such as cooperative societies or companies, are not impacted by such factors. If the business is seeking permanency, a company or cooperatives are the best bet.

5. Control: If one wants sole control over the business, then sole proprietorship is best, while partnership or company structure is best if shared decision-making is needed.

6. Managerial ability: If the business is large enough to maintain the business, many skilled professionals are required, then a company form of business is the best option. However, if the business is limited and very little management is required, then sole proprietorship is the best c 

QUESTION SEVEN
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