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ATD LEVEL I 

INTRODUCTION TO FINANCIAL ACCOUNTING 

TUESDAY: 26 November 2019. Time Allowed: 3 hours. 

Answer ALL questions. Marks allocated to each question are shown at the end of the question. Show ALL your workings. 

QUESTION ONE 
(a) Explain four limitations of financial statements. (8 marks) 

(b) The following information was extracted from the books of Future Traders for the month of October 2019:

Balance as at 1 October 2019

Purchases ledger 
Sales ledger 
Transactions during the month of October 2019: 
Purchases: Cash 

Credit 
Sales: Cash 

Credit 
Refunds to cash customers 
Contra settlement 
Bad debts written off 
Increase in allowance for doubtful debts 
Returns inward 
Returns outward 
Cash refunds from credit suppliers 
Interest on overdue customer debts 
Discounts received from credit suppliers 
Discounts allowefl to credit cu;tomers 
Total payments to credit suppliers 
Total receipts from credit customers 

Required: 
(i) Sales ledger control account as at 31 October 2019.

(ii) Purchases ledger control account as at 31 October 2019.

QUESTION TWO 
Mavuno Feeds Enterprises is a small scale business that sells animal feeds. 

The following information relates to June 2019, its first month of trading: 

Particulars 
Started business with Sh.175,000 in cash 
Deposited Sh.140,000 of the cash into the bank account 
Bought goods for cash worth Sh.7,500 
Bought stationery on credit worth Sh.17 ,000 from Nathan 

Sh."000" 
360,000 (Credit) 
220,000 (Debit) 

800,000 
4,160,000 

640,000 
6,800,000 

40,000 
360,000 

12,000 
6,400 

80,000 
160,000 

32,000 
8,200 

256,000 
260,000 

3,360,000 
6,100,000 

(6_marks) 

(6 marks) 
(Total: 20 marks) 

June 2019: 
l 
2 
3 
4 
5 
6 

Bought goods on credit from Eva Sh.18,0�, Paul Sh.24,500, Tony Sh.5,500 and Mark Sh.17 ,000 
Paid rent balance by Cheque Sh.2,750 
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