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8.1 ANOFFICE

Stateandexplainthefunctionofanoffice.

Computing

Thismeanstodoveryinvolvingworksuchashandlingthecalculationsforsalariesandwages

andmanymoreusingacomputer.

Analysingdata

Itisthedutyoftheclerkoranofficertoensurethatanydatathatarrivesinthecompanyis

carefullystudied.Thisenablesmanagementtosuitablyknowwhatshouldbedoneonit.

Storingdata

Thedatawhichmightbeusefultothecompanyshouldbestoredsafelysothatitcanbereferred

toatalaterstage.Storingdatacouldbyusingcomputerorfilingcabinets.

Planning
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Anorganizationissimplyacompositionofseveralactivitiesandplanning,sothatallthese

activitiesareconsolidated.Analyzingofdata,storingandallotheractivitiesaretobe

propagatedtowardstheimprovementofthecompany.

Identifythetypesofoffices

i. Openplanoffice

Thisisatypeofanofficewheremanyworkersoperatefrom.Eachworkerperformsthesameor

differenttypesofwork.Forexamplethestaffroomintheschool,thebank,typingoraccounting

pool,postofficeetc.

Advantagesofanopenplanoffice.

 Itiseasytosuperviseworkers

ItisEconomicalintheuseofofficespace

Workersareencouragedtoworkhardandreportearly

Itbecomeseasytolearnnewskills

Disadvantagesofanopenplanoffice

Thereisnoprivacy
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Easytocontractcontagiousdiseaseslikesneezing

Officesareusuallynoisy

Lesssecurityofdocuments

ii. Closedplanoffice

Thisisanofficewhereonlyoneortwopeopleworkfrom.ForexampletheHeadteachers

office,themanager’sofficeetc.

Advantagesofaclosedplanoffice

Theofficesareusuallyquiet

Contagiousdiseasescannoteasilyspread

No/lesscasesofgossipamongworkers

Allowsconcentrationtoduty
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Disadvantagesofclosedplanoffice

Itisnoteasytosuperviseworkers

Workersreportlateforworkastheycannotbeeasilynoticed

Difficultyfornewstafftolearnnewskillsfromothers.

Noteconomicalintheuseofofficespacebecauseaseparateofficehastobebuiltforeachworker.

iii. Virtualoffice

Thisisatypeofofficethatdoesnotrequireanyphysicalvisitationbyclientsitisanofficethatis

foundon-line.On-linereferstointernetcommunicationbymeansofcomputers,cellphoneswith

internetfacility,oranyotherelectronicgadgetwithinternetfacility.Avirtualofficecanbe

accessedbyanyoneregardlessoftheirgeographicallocation

Advantagesofavirtualoffice

Costsaving-byreducingexpensessuchasrentsalariesetc.
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Timesaving-thereisquickerresponsetocustomersandsuppliers

Qualityimprovement-throughaccesstoinnovativewaysofmarketingnewproductsandservices

 CanbeAccessedbyanyone

DisadvantagesofaVirtualoffice

Manypeoplefindavirtualofficetoodifficulttodealwith

Communicationusedinthisofficemaynotbecommoninsomeareas

Thereisfearofbeingswindled.

Interpretanorganizationalchart

Anorganizationalchartisadiagram thatshowsthestructureofanorganizationandthe

relationshipsandrelativeranksofitspartsandpositions/jobs

BoardofDirectors

ǁ

ManagingDirectors

ǁ

GeneralManager
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Statethefunctionsofeachdepartment

i. Administration.

Recruitmentandsometimestrainingofnewstaffintheorganizationdoesnothavea

separatetrainingdepartment.

Conductinginclusioncoursewherenewemployeesareexposedtothenewworking

environment.

Itpromotes,demotesandretiresemployees.

Conductsinterviews.

Provisionofhousingfacilities,recreationorentertainmentandcanteenfacilitiesto

employees.Etc.
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Attendingtoworkerscomplaints

ii. Accounts/financedepartment.

Preparationofsalariesandwagesforallemployeesintheorganizationunlessthe

organizationhasthesalariesandwagesdepartment.

Preparationofthefinancialreportfortheorganization.

Safekeepingofthefinancesfortheorganization.

Receivesandmakespaymentsfortheorganization.

iii. Humanresource

Torecruitnewemployeesinalldepartmentsoftheorganization.

Lookingafterthewelfareofallemployeesintheorganizatione.g.healthyandsafety

issuesetc.

Keepingrecordsofallemployeesintheorganization.

Promotingdeservingemployeesanddismissingerring.Employees.

Conductinginductiontrainingsalsoarrangingforin-servicetraining.

Arrangingforpensionsandvoluntaryseparationofsomeemployees.

iv. Marketing/advertising/sales

Toportrayandmaintainasoundandpositiveimageofanorganization.

Toensurethatthegoodsbeingsoldbythecompanyareknowntothem.

Toofferfreesamplesandallothermeansthatshouldseetheconsumermoraleto

buythegoodsprovoked.

Toinformtheconsumers.
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Toremindtheconsumers.

Toeducatetheconsumers.

Topersuadetheconsumers.

v. Procurement/purchasing

Procurementofallrequirementsforthebusinesssuchasrawmaterials,stationery,

machineryandetc.

Followallprocurementproceduresofthebusiness.

Keepscopiesofdocumentsforallgoods,materialandservicesbought.

vi. Planning

 Analysingdata

 Storingdata

vii. Maintenance/Engineering

Torepairandmaintainthepropertyandequipmentbelongingtothecompanysuch

asbuildingmachineryandequipmenttoensurecontinuityintheproductionofgoods.

Toensuregoodsanitationandsafetyintheworkingplaceandmakingitconducive

toworkin.

viii. TransportandLogistics

Deliveryofrawmaterialsandothersuppliestothebusinessandalsodeliveriesof

goodstoconsumers.

Itisalsoresponsibleforthemovementofemployeestoandfromtheworkplace.

Itensuresthemovementofcompanyexecutivestoandfromthemeetingandplaces

ofappointments.
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ix. Legal

Responsibleforlegaldocumentsofthedocumentsoftheorganizations.

Italsorepresentstheorganizationonlegalmatters.

Identifythejobopportunitiesavailabletobusinessstudiesscholars

Managingdirector

Generalmanager

Financialmanager

Accountsclerk

Registryclerk

Describeacceptableofficeetiquette

 Appearance-Anofficershouldalwaysappearaspresentableaspossibleatwork.

 Reliability-Reliabilityreferstohowdependableaworkershouldbeattheplaceof

work.

 Punctuality-Punctualityreferstohowearlyaworkerreportforwork

 Loyalty-Tobeloyalatone’splaceofworkmeanstosupport,listentoandcarefor

fellowworkerssupervisorsandthecompanyoneworks.
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 Courtesy-Courtesyatworkmeanstohavegoodmanners,beginpoliteandkind

 Responsibility-Anofficershouldberesponsibleatwork.

8.2 OFFICESTATIONERYANDEQUIPMENT

Identifythedifferenttypesofstationery

 Paper-isusedforwriting,drawingandprintinginanoffice.
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 Pens-Thisisusedforwritingonvariouskindsofdocuments
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 Rulers-theseareusedformeasuringandmakingstraightlines/edgesofadrawing.

 Envelopes-TheseareusedforenclosinglettersandotherCorrespondence.
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 Rubbers-areusedforerasinganywrittenwordsininkandpencil.

 Stencils-Theseareusedinduplicatingmachinestoproducethesamecopy
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 Ink/toner- isaliquidorpastethatcontainspigmentsordyesandisusedtocolorasurfaceto

produceanimage,textordesign.

 

 Carbonpaper-Thisisaspecialkindofpaperthatislinkedononeside.Itisusedtoproduce

moredocumentsatthesametime.
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 Correctionfluid-Aspecialwhitefluidforpaintingover/coveringincorrecttext(for

exampletipex)

 Fillingclips-Theseareclipsthatareusedtoattachpaperstogetherinafile/folder.
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 Pins-areusedforholdingpaperstogether.

1.Identifythedifferenttypesofofficeequipmentandstatetheuseforeachoneofthem.

Ink/spiritduplicators-Theseareusedtomakemanycopiesofthesamedocument

 Filingcabinets-Theseareusedforstoringfilesandfolderscontaininginformationkept

forfuturereference



21

 Stapler-Thisisusedforattachingpapertogether

 Holepuncher-Thisisusedformakingholesontheedgeofthepapersthepurposeof
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filing

 Telephones-Thisofficeequipmentisusedforquickoralcommunicationmainlyover

longdistance.Thiscaneitherbethroughalandphoneoramobilephone.

Landphone–thisisstationedinoneplace
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Cell/Mobilephones–thisisnotstationedonecanmovewithit

 Intercoms-Thisisatelephonesystemusedwithinanorganizationanddoesnotgooutofthe

office.itisusedforinternalcommunication.

 Desk calendar-the system used to measure and arrange the days, weeks, months, and

special events ofthe year according toa belief system or tradition.



24

 Datestamp-Thisisatoolusedasasealorauthorityondocuments.Itshowsthedateandthe

officethathassignedthedocument.

 Facsimilemachine-ItisequipmentusedtosealwriterdocumentsoveraDistance.
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 Stylespen-isusedforwritingonastencil.

 Calculatingmachine-Itisusedtoperformmathematicalcomputation.

 Photocopier-itusedtoproducemanycopiesfromtheoriginal.
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 Computer-itisanelectronicdeviceusedtocreatestoreorretrievedocumentstoredin

digitalform.

 Shredder-Thisisusedtodestroypaperbycuttingitintosmallerpiecesthatcannotbe

mendedback;itisusedtodestroyconfidentialinformation.
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 Scanner-thisisequipmentusedtocapturedocumentse.g.maps,letter,picturesetcintothe

computer.

 Guillotine-thisisapapercutter.itisusedtocutpaperindifferentsizes.
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Entrepreneurshipistheabilitytocreate,buildorgeneratesomethingfromnothing.Forexamplefromsand

andcementonecanmakeblockswhichcanbeusedforbuildingahouse.itisthewillingnesstotakerisksin

tryingtomakeaprofit.

1.WhoisanEntrepreneur?

(i)Anentrepreneurisapersonwhorunsabusinessandbearsrisks.

(ii)AnEntrepreneurisapersonwhoseesandusesanopportunitytostartanewbusiness.

2.Statecharacteristicsofagoodentrepreneur.(qualities)

- Opentocriticism

 Hardwork

 Independenceandorganized

 Innovativeandcreative

 Responsivetofeedback

 Risktaker

 Desiretoachieve

 Problemsolver

3 ENTREPRENEURSHIP
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 Alwayspositive

 Self-confident

 Actionoriented

3.Listwaysofstrengtheningentrepreneurialabilities.

- Gethelpfromotherpeoplesuchasfriends,familyandotherbusinesspeople

 Observesuccessfulbusinesspeople

 Gettrained

 Communication

 ReadingBooks

 Gettoknowactivitiesbeingdoneinthecommunity

4.Identifyentrepreneurialactivitiesinyourcommunity.-

 Fishing
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 Poutry
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 Beekeeping

 Cattle rearing
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 Brickmaking

 Gardening



34

 Hairdressing
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 Transport

Trading
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D

 Farming
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 Welding

5.EngagingintoEntrepreneurialactivitiesbringsabout:

 Maintainfreeenterprise

 Promotionofhealthcompletion

 Generationofwealth

 Spreadingprosperity

 Enhancingwealthstability
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 Ensureinnovationandcreativity

 NationalDevelopment

 Self-reliance

 Flexibility

 Self-employment

 Jobcreation

6.Identifythree(3)businessunits

 Soletrader

 Partnership

 Co-operative

 Soletrader:thesearebusinessesownedandcontrolledbyoneperson.
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 Partnership-thesearebusinessesrunbytwoormorepeoplewhoshareresponsibilities,

profitsandrisks.

 Co-operatives:inabidtolowerprices,retailersmaycometogetherandformco-operative.These

areorganizationsofpeoplewhocometogethertoachieveacommongoalorpurpose.
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7.MatchtheitemsincolumnAwiththoseincolumnB

A B

SoleTrader Businessownedanddemocraticallyrunand

controlledbyitsmembers

Partnership Businessrunbyonepersonwhostartsitand

ownsit

Cooperatives Twoormorepeopleworktogethertostart

andrunthebusiness

A B

SoleTrader Businessrunbyonepersonwhostartsit

andownsit

Partnership Twoormorepeopleworktogethertostart

andrunthebusiness
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Cooperatives Businessownedanddemocraticallyrun

andcontrolledbyitsmembers

Identifysourcesofbusinessideas

 Friends

 self

 Familymembers

 Readingbooks

 Media(Newspapers,Magazinesetc.)

 Existingbusiness

WhatdotheacronymSWOTstandsfor?

Strength-

Positive internal

factors that a

companycandrawto

accomplishment of

the company’s

mission,goals and

objectives

Weaknesses-

Negative internal

factorsthatinhibit

the

accomplishmentof

the company’s

mission,goalsand

objectives

Opportunities-

positive external

optionsthatafirm

can exploit to

championitsmission,

goalsandobjectives

Threats-negative

externalforcesthat

inhibit a

company’sability

to attain its

mission,goalsand

objectives.
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Describefactorstoconsiderbeforeformingacompany.

 Start-upcapital:capitalisanimportantfactortoconsiderbeforestartingbusinessit

willdeterminethesizeofthebusinesstobeestablished.Thereforeentrepreneurs

needtofindwaysofgettingmoneytostarttheirbusiness.

 Locality:itreferstotheareaorplacewherethebusinesswillbeestablished.Locality

includesroadnetworktobringinrawmaterialandtotransportfinishedproducts.

Customerswillalsoneedroadstogettothebusiness.

 Otherissuestoconsiderincludewhetherthereisgoodcommunicationsystemand

adequateinfrastructure.Thecostofthesiteshouldalsobetakenintoconsideration

inrelationtoexpectedprofitsorturnover.

 Tradinghours:Timetoopenandclosethebusinessmustsuitthecustomer.Long

tradinghourcangiveanewbusinessanadvantage.

 Sourceofrawmaterial:itisimportantforthebusinesstobelocatedinaplacewhere

sourceofsupplyforrawmaterialisreliablesoastoensureadequatestockingof

goodorrawmaterial.Thiswillhelpinmaintainingcustomerloyaltyasthegoods

willbeinsupplyregularly.

 Competitors:Theproductyouaredealinginmustbeinthepositionofbeingsoldbecause

therearealotofsuchproductsonthemarket.Youhavetobeatyourcompetitorsbymaking

yourproductsbetterthanthemorlowlypricedthanthem.
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 Advertising:Youneedtoknowhowtogetyourproductmessageacrosstothecustomers.

Advertiseyouproductsthroughradio,television,newspapers,billboards,internetorpointof

sale.

 Banking:Theseareneededbythebusinessforkeepingmoneysafeaswellasborrowing

moneyifnecessary.

 Pricing:decideonhowmuchtochargefortheproductsorservices.Alow-pricestrategy

mayforcethebusinesstouselow-qualityrawmaterial.Alternatively,thebusinesscango

forthehigh-price,highqualitystrategywhichmayappealtofewerclients,butwillyield

highprofits.Whatisimportantinpricingisthatcustomersmustgetvaluefortheirmoney.

Describethedocumentsneededfortheformationofdifferenttypesofbusinesses.

 BusinessPermits:thesearelicensesissuedbylocalcouncilstoenableone

dobusinessintheirlocality.

 Articlesofpartnership:thesearedocumentswhichapartnershipbusiness

musthavetospecify:

 Whothepartnersareandwhattheshareofeachpartneris

 Thenameofthepartnership

 Theaddressandnatureofthepartnership

 Thedateonwhichthepartnershipstartsandhowlongitwillexist
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 Howmuchcapitaleachpartnerwillcontributeandwhetherthepartnershipwill

payinterestonthecapital

 Thebankaccountofthecompanyandnamesofsignatoriesoncheques

 Partnerstomanagethecompany

 Sharingofprofits

 Howfinancialstatementswillbeprepared

 Howtodissolvethepartnershipincaseonepartnerdies

i. ArticlesofAssociation:isadocumentthatshowshowtheinternalrunningofthebusiness

willbe.Itcontainsthefollowing:

 Powers,dutiesandlimitationsoftheDirectors.

 TheprocedureforcallingtheAnnualGeneralMeetings(AGM)heldonceperyear

betweenshareholdersandBoardofDirectorstodiscussimportantdecisionsforthe

company.

 ThevotingproceduresattheAnnualGeneralMeetings.

 Theprocedureforsettlingdisputes.

ii. MemorandumofAssociation:itisadocumentthatshowstherelationshipofthe company

withthepeopleoutsidethecompany.Thedocumentcontainsthefollowing:

 Theobjectivesofthecompany.(whatthecompanydealsin)

 Registeredaddressofthecompany.

 Names,addressesandqualificationsofthedirectors.

 Theamountoftheauthorizedcapital(maximumamountofcapitalacompanyis

allowedtoraisethroughthesellingofshares)

 Afullstatementthatitisalimitedliabilitycompany.
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Stateandexplainthecontentofabusinessplan.

 Coverpage:thisisthefirstpartofthedocumentwhichgivesthereaderaninstant

impressingofthebusiness

 Tableofcontent:thisisacriticalpartinthedocumentbecauseitprovidesthereader

witharoadmapofyourplan

 Executivesummary:thisisanattentioncaptureatthefrontoftheplangivingabrief

descriptionofthebusinessandhighlightsthepurposeofthebusinessandhowthe

purposeofthebusinesswillbeachieved.

 Businessidea:Thispartbrieflydescribesthepurposeandgoalsofthebusiness,the

ownersofthebusinessandwhattheneedforthestartofthebusinesswas.Ifthe

businesshasbeeninexistencelongitoutlinesitshistoryandperformancetodate.If

thebusinessisstartingitgivesadescriptionofgoodsandservicesthebusiness

intendstooffloadonthemarket.

 Marketingplan:A marketingplan isabusinessdocumentoutliningyoumarketing

strategy andtactics.It'softenfocusedonaspecificperiodoftime.

 StaffLegalresponsibilitiesandinsurance:describethequalificationsand

responsibilitiesofmanagement.Thequalityofmanagementisoftenthekeyfactorin

obtainingdebtorequityfunding.

 Costingitems:consistsofFinancialplanningRequiredstart-upcapitalSourceof

start-upcapital.

Describethefunctionsofabusinessplan
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 Itprovidesmoreclearerandorganizedbusinessideas.

 Itleadstoputtingdownofideasintowrittendocuments.

 Itisanoperationalplan

 Itisusedforsourcingloansfromleadinginstitutions.

 Helpstodetermineviabilityofthebusinessideas

 Providesananswertotheprofitabilityofthebusiness

Explainwaysoffinancingbusinesses

 Savings:personalservingswheretheownerofthebusinesssavesmoneytostartupabusiness.

Thesewillincludesecurities,realestateandotherpersonalassets.

 Bankloans:itisafinancialtransactioninwhichoneparty(thelender)agreestogiveanother

party(theborrower)acertainamountofmoneywiththeexpectationoftotalrepaymentwhich

includesinterestontheloan

 Borrowingfromfriendsorfamilymembers:friendsandrelativesmayprovideadditionalsourceof

fundsbymeansofleadingordonationswherethereisachallengeforyoungentrepreneurstoobtain

loansfromlendinginstitutions.

 Leasing:Thisisagreementwheretheentrepreneurpaysamonthlyfeeforusinganasset,butdoes

notbecometheowneruntiltheendoftheleasingperiod.

Describedesirablebusinessethics.

 Integrity:abusinesspersonmustshowhighlevelsofmoralbehaviour.

 Honesty:Freefromcheating.
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 Fairness:abusinesspersonmustbeequitablewithoutanyinjustice

 Loyalty:theabilitytosatisfycustomersqualityandfairlypricedgoods/services.

 Dependability:abusinesspersonshouldalwayskeephispromisebecausecustomersprefer

todealwithadependablebusinesspersonandemployeesprefertoworkwithadependable

employer.

 Flexibility:agoodentrepreneurshouldbesothattheyarewillingtoseeanotherpointof

view.Thiswillleadtohaveloyalcustomers.

 Punctuality:doingthingsontimeinbusiness.Tobepunctualonehastokeeptimeinall

eventsinordertoshowvalueforotherpeople’stime.

 Responsibility:mustbecountedasaworthyandtrustedperson

8.4 BUSINESSTRANSACTIONS

Abusinesstransactionisanexchangeofgoodsorserviceswithmoneyorsomethingworthmoney.

4.1Identifythedifferenttypesofbusinesstransactions

 Cashtransactions-thisisanexchangeofgoodsorserviceswherepaymentisdone

immediately.Thiscanbedonethroughthebankorcash.

 Credittransactions-thisiswherepaymentispostponedtoalaterdate.

 Bartertransactionthisiswherethereisanexchangeofgoodsorperformanceofaservice

forgoodsorservices.

8.5 BUSINESSDOCUMENTS

These documents includereceiptrecords,payrollreports,paidbills,bankstatements,income
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statements,balancesheetsandtaxreportingforms....A business ownerusesthese documents to

determinethefinancialsuccessofthe company andtoidentifyareasthatareunproductive.

5.1. Identifythetypesofbusinessdocumentsanddraweachoneofthem

 Aninquiry-isadocumentsentbythebuyertothesellertofindoutmoredetailsaboutthe

goodshewantstobuy.

Aninquiryshowsthefollowing:

 Descriptionofgoods

 Typeandpriceofgoods

 Deliveryservices

 Warrantsandguarantees

 Andanyotherrelevantinformation

MilumbeSecondarySchool

P.O.Box220567,Kitwe

InquiryNo.03/18

13thFebruary,2018

TheSalesManager

KalokoBookSellers

P.O.Box350287,

Ndola.

DearSir/Madam.

Wewouldliketofindoutifyouhavethefollowingbooksinstock:

 Businessstudiesgrade8byHampungani
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 Businessstudiesgrade9byWakumelo

 BusinessstudiesRevisionbySakala

Inreplypleaseincludeinformationontermsofpaymentanddeliveryconditions.

Waitingtohearfromyousoon.

Yoursfaithfully,

MukaCarol

Procurementofficer

Tender:Thisispreparedbythebuyertothesupplierrequestingsupplierstocompeteforthe

provisionofgoodsandservices.Tendersaremostlyusedbygovernmentdepartmentsandprivate

companies.

MINISTRYOFGENERALEDUCATION

KITWEDISTRICTEDUCATIONBOARD

TENDERFORTHESUPPLYOFNEWCURRICULUM BUSINESSSTUDIESBOOKS

TheMinistryofGeneralEducationisinvitingtendersforthesupplyofNewCurriculumBusiness

StudiesBooksintheyear2018.
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Requirements

 Theorganisationmustbeanapprovedbookseller

 Musthavesuppliedbookstoreputablelearninginstitutionsforthepast4years.

 Musthavethecapacitytosupply1200booksperyear.

 Attachacopyofauditedfinancialreportoftheorganisationforthepastthreeyears.

 Bidsmustreachtheprocurementofficer’sofficeat14:00hourson16thMarch,2018.

WakumeloEdwin

PRUCUREMENTOFFICER

QUOTATION-Thisisadocumentsentbythesellertothebuyerasaresponsetoaninquiry.



51

Therearedifferenttypesofquotation.

 Catalogues-Thisisacolourfulpamphletshowingitemswiththeirprice
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 Pricelist-Itisascheduleofthenamesoftheitemsbeingsoldwithpricesagainstthem

KALOKOBOOKSELLERS

P.O.BOX35087,

NDOLA.

PRICELIST

REFERENCE DESCRPITION UNITPRICE(K)

Grade8 Businessstudies 80.00

Grade9 Businessstudies 80.00

Grade10 Commercemadesimple 120.00

Grade11 Principlesofaccounts 120.00

Grade12 BusinessAccounting 150.00

Termsandconditions:

 Tradediscountoforder10%onorderoverK2000

 Cashdiscount15%in14days.

 Pricesvalidfor21daysandincludetransport.

 Proformainvoice-thisisadocumentwhichshowsthecostofgoodsthecustomerintendstobuy.
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 Estimates-Itispreparedbythesuppliergivingthepriceofworktobedoneaccordingtospecific

giveninstructions.

ORDER

Anorderisadocumentpreparedbythebuyertothesupplieraskingforthesupplyofgoodsor

services.Theorderwillnormallycontainthephrase“pleasesupplythefollowing”.Inorder,the

buyerstatesthequality,quantityandpriceofthegoodstobeordered.
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QTY REF.

no

Details Unitprice Discount Totalprice

50 201 Commercebooks 120.00

10%

6000.00

1600.00

20 205 Businessstudiesbooks 80.00

Purchasingagentname…………………………………………………..

Activity

Studythefollowingdocumentandanswerthequestionsthatfollow:

No.033456

16/03/2018

KalokoBookSellers

P.O.Box35087

Ndola

MilumbeSecondarySchool

P.O.Box220567,

Kitwe

MWENSE(PLEASESUPPLYTHEFOLLOWINGGOODS).
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QTY

2

units

REF.NO

461

DETAILS

Whitesshirts.

Allinvoicesquote

orderno.

LIST

PRICE

K45000

DISCOUNT

10%

TOTALPRICE

K810000

K810000

(a)Namethedocumentabove?

(b)Whoisthebuyer?

(c)WhatdoesQTYstandfor?

(d)Whatwasthediscountallowedinvalue?

(e)Whyisthisdocumentimportant?

SOLUTION

(a)Order

(b)Chibesa&co

(c)Quantity

(d)K4,500

(e)Thisisimportantbecausethesupplierwillknowthegoodsthebuyerwants

INVIOCE

 Itisadocumentsenttothebuyerfromtheseller.Itcontainsthequantity,description,prices,

discountsandValueAddedTax(TAX)ifapplicable.

 Aninvoiceisadocumentthatstartstheaccountingprocess.
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 Itaformsabasisofthecontractofpurchaseorsaleofgoodsbetweenthebuyerandtheseller.An

invoiceissaidtobearequestbythesuppliertothebuyertopaytheamountowing.

 ThelettersE&OE(ErrorsandOmissionExpected)willnormallyappearontheinvoice.Itmeans

thatanyerrorsontheinvoicecanbecorrectedbytheseller.

INVOICE

KalokoBookSellers

P.O.Box35087

Ndola

20thMarch,2018

MilumbeSecondarySchool

P.O.Box220567



57

Ndola.

Terms:5%1week,2%2weeks,Net1month

QTY DESCRIPTION UNITPRICE TOTAL

PRICE

5

10

40

BagsofSugar

Casesofbooks

Bagsofcement

100

100

50

500

1000

2000

Less

10%

trade

discount

E&OE

3500

350

3150

 AdviceNote-thisisadocumentsenttothebuyerfromtheseller.Topreparetoreceivegoods.

 DispatchNote-Thisissenttoinformthebuyerthatthegoodshavebeendispatched.

 DeliveryNote-thisisadocumentsenttothebuyertogetherwiththegoodstoshowdetailsof
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goodsbeingdelivered.

 RECEIPT

Receiptareissueduponorpaymentorpaymentbycashorcheque.Receiptsissuedareusedas

sourceforrecordingentriesinthecashreceiptjournalbythesellerwhilereceiptreceivedareused

forrecordingentriesinthecashpaymentjournalbythebuyer.

 CASHSALE-Itservesmostthesamepurposeasthereceiptexceptthatareceiptisalsoissued

whenpaymentisreceivedfromdebtors.
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STATEMENTOFACCOUNT

Thisisadocumentthatconcludestheaccountingprocessbecauseitsummarisesalltransactions

thathaveoccurredbetweenthebuyerandtheseller.
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8.6 SOURCEDOCUMENTS

 THEDEBITNOTE

Thisisabusinessdocumentissuedbythesellertothebuyertocorrectunderchargeerrorsinthe

invoice.Itmaybeadebitnoteissuedordebitnotereceived.

 CREDITNOTE

Thisisa business

document

issued bythesellerto

the buyertocorrect

overcharge

errorsin the invoice.It

may be a credit note

issued or redit note

received.
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 RECEIPT

Receiptareissueduponorpaymentorpaymentbycashorcheque.Receiptsissuedareusedassource

documentsforrecordingentriesinthecashreceiptjournalbythesellerwhilereceiptreceivedareused

forrecordingentriesinthecashpaymentjournalbythebuyer.

 CHEQUES

Depositareissuedbythebankupondepositofcashorchequeintoabankaccount.Theyprovide

evidencethatcashorchequehavebeendepositedintothebankaccount.Theyactassource

documentsforrecordingentriesinthecashreceiptjournal.

Chequecounterfoil/stabs:theyareusedassourcedocumentsforrecordingentriesinthecash

paymen
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CHEQUECOUNTERFOIL

8.7 BOOKSOFORIGINALENTRY
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Booksoforiginalentryarebooksinwhichtransactionsarefirstrecordedastheyarepostedtothe

relevantbooksonadailybasis.Booksoforiginalentryarealsoknownassubsidiarybooks/books

ofprimeentry/journals/daybooks.

 BooksofPrimeEntry,TransactionTypeandSourceDocuments

BOOK
SOURCEDOCUMENTS

Salesdaybook(orSalesjournal) for

creditsales

Duplicateinvoice

Purchases daybook (or Purchases

journal)forcreditpurchases

Original/purchasesinvoice

Salesreturnsdaybook/Returnsinwards

daybook(orReturnsinwardsjournal)

duplicateCreditnotes

Purchases returns daybook/Returns

outwardsdaybook(orReturnsoutwards

journal

originalcreditnotes

CashbookforCash/Bank(cheque)receipts

andpayments

Receipts,Depositslip,chequecounterfoil,cash

saleslip

Pettycashbookforsmallcashpayments Pettycashvouchers

Generaljournal

THECASHBOOK
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Identifythethreetypesofcashbooks

 SINGLECOLUMN/ONECOLUMNCASHBOOK

One/singlecolumncashbook-containsonlycashorbankcolumn.

Activity

1.EnterthefollowinginformationintoE.Hamankolo’scashaccountsforthemonthofJanuary,

2014andbalanceofftheaccount.

Startedbusinesswith K900cashinhand.

Boughtgoodsforcash K2000.

Paidrentbycash K1500.

SoldgoodforcashK3000

PaidsundryExpensesbycash K550.

Cashpurchases K1500.

Boughtmotorvehiclebycash K2000

Solution.

E.HAMANKOLO’SCASHACCOUNT.
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Date Details F Dr(K) Cr(K)

Jan 1

3

8

10

17

25

31

31

Feb 1

Capital

Purchases

Rent

Sales

Sundryexpenses

Purchases

Motorvehicle

Balance

Balance

c/d

b/d

9000

3000

2000

1500

550

1500

2000

4450

12000 12000

4450
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2.Malambostarted businesswithcashatbankK4500andhadthefollowingtransactionsinthe

monthofJanuary.

January2 boughtgoodsbychequeK2000

8 paidforelectricitybychequeK500

10 ReceivedachequefromKaomaTradersK600

20 paidforTransportCostsK200

YouarerequiredtorecordtheaboveinformationinMalambo’sBankAccountandbalance

offtheaccountattheendofthemonth.

SOLUTION

MALAMBO’SBANKA/C

DATE DETAILS F Dr Cr
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2018

January1

2

8

10

20

Capital

Purchases

Electricity

KaomaTraders

Transportcosts

K

4500

600

K

2000

500

200

31 Balance c/d 2400

5100 5100

February1 Balance b/d 2400

TWOCOLUMNCASHBOOK

Twocolumncashbook-containsbothcashandbankcolumn.Thisiswhenyoucombinethecash

accountsandbankaccounts.

Activity

ThefollowinginformationrelatestoKangwaCeciliaasoletraderfromwhichyouarerequiredto

prepareatwocolumncashbook.

2009
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September1startedbusinesswithK6000cashandK10,000banks

3.PaidforelectricitybycashK500

6.BoughtgoodsbychequeK300

8.SoldgoodsbychequetoNkanduK1800

15.CashsalesK200

19.WagesK100werepaidbycash

25.BoughtequipmentbychequeK4000

30.Balanceoffthecashbook.

Solution

KANGWACECILIA

TWOCOLUMNCASHBOOK

DATE DETAILS F CASHA/C BANKA/C

2009 DR CR DR CR
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Sept1

3

6

8

15

19

25

30

Oct1

Capital

electricity

purchases

sales

sales

wages

equipment

balance

Balance

c/d

b/d

6000

500

200

100

5600

10000

1800

300

4000

7500

6200 6200 11800 11800
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5600 7500

Note:

Drawings

Adrawingismoneytakenoutofthebusinessforpersonaluse.Whenyoumakeadrawing,youpay

yourselffromfutureprofitswhichwillreduceyourcapital.

Contra–entry

Acontraentryisatransactionthataffectsboththecashaccountandthebankaccount.Thedouble

entryforacontraentryiscompletedwithinthecashbook.Thismeansthatacontraentryisnever

postedtotheledgerwhenitcomestoledgerposting.

Activity

WriteupthefollowingtransactionsinR.Mwebetwocolumncashbook,bringdownthebalances.

2008

October1startedbusinesswithcashK50,000andbankk200,000

2paidcashforstampsK3,000.

3paidSundayexpensesK2,000incash

5cherubsforK8,000receivedfromluyando

9cashsalesK70,000
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PaidK60,000cashintobank

15settledK.Chibale’saccountforK15,000bycheque.

18sentG.MwapeachequeforK5,000

23paidadvertisingaccountK4,000incash

25cashsalesK80,000

PaidcashintobankK50,000

26paidsalariesbychequeK60,000

28DrewchequesforselfK10,000

30withdrewK30,000frombankforbusinessuse

R.MWEBETWOCOLUMNCASHBOOK.

Date Details F Cash Account Bank Account

2008

Oct1

2

3

5

9

15

18

23

25

Capital

Postage

Sundryexpenses

DNdhlovu

Sales

Bank/cash

K.chibale

G.mwape

Advertising

Sales

c

DR CR DR CR

K

50,000

70,000

80,000

K

3,000

2,000

60,000

4,000

K

200,000

8,000

60,000

K

15,000

5,000
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26

28

30

31

Nov1

Bank/cash

Salaries

Drawings

Cash/bank

Balance

Balance

c

c

c/d

b/d

30,000

50,000

111,000

50,000

60,000

10,000

30,000

198,000

230,000 230,000 318,000 381,00

111,000 198,000

THREECOLUMNCASHBOOK

Thiscashbookissimilartotwocolumncashbookexceptthatithasanextradiscountcolumn

addedontheside.Theextradiscountcolumnsarethe(a)discountallowedthatisaddedonthedebit

side.(b)discountreceivedthatisaddedonthecreditside.Thediscountcolumnsareusedfor

enteringthemonetarydiscountvaluethatabusinessallowstodebtors/creditorsthatpaypromptly.

Activity

EnterthefollowinginthethreecolumncashbookofT.Mulilo.
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2006

March 1balancebroughtdownfromApril:cashK290,bankK654

7boughtgoodsbychequeK120

8Monopaidhisaccountof120less10%cashdiscountbycheque

9paidthefollowingbycashineachdeducting5%cashdiscountbycheque:R.Tamulet

K100andVRobertsonK80

12rentswaspaidbychequeK30

15withdrewcashfrombankK70

21ReceivedfromMableK100bychequeinfullsettlementofhisaccountofK110.

22BankinterestreceivedK5

T.MULILO

THREECOLUMNCASHBOOK



74

Date Details F Cashaccount Bankaccount Discount

2008

May1

7

8

9

12

15

21

22

30

June1

Balance

Purchases

Maoma

R.Tamale

V.Roberson

Rent

Cash/bank

Mable

Interest

Balance

Balance

b/f

c

c/d

Dr Cr Dr Cr All Rec

K

290

70

K

95

76

189

K

654

108

100

5

K

120

30

70

647

K

12

10

K

5

4

360 360 867 867 22 9

b/d 189 647

 PETTYCASHBOOK

Pettycashbookisabookwherewerecordsmallamountof cashpaymentsintherunningofdayto

dayactivitiesofthebusiness.Forexamplesugar,coffee,sundryexpensescleaningmaterialfueletc.

Thepettycashbookismaintainedthroughthefollowingsystems:

Imprestisasystemwhereareimbursementismadeofthetotalamountpaidinaperiodoritcanalso



75

becalledasasystemwherepettycashierbegineachnewaccountingperiodwiththesameamountof

pettycash.

Activity

Chamaisasole-traderwhokeepsherPettyCashBookontheimpresssystem–thecashfloatamount

beingK100.HertransactionsforthemonthofAprilwere:K

April1Pettycashinhand14.74

April2Pettycashreceivedtorestoretheimpress

April4 Purchasedenvelopes8.68

April7Paidwages16.20

April10Purchasedpostagestamps8.50

April14Boughtprintingpaper17.44

April17Costofpostages6.76

April26Paidwages16.66

April28 Purchasedenvelopes10.48

Required:

a)DrawupthePettyCashBookforthemonthofAprilwithanalysiscolumnsforstationery,wages

andpostages.

b)Balancethepettycashbookattheendofthemonth,carrydownthebalanceandshowthecash

receivedtorestorethecashfloatbacktoK100on1stMay.

c)Explainwhatismeantbytheimprestsystem

d)Whatistheuseoftheanalysiscolumnsinapettycashbook?
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Solution

RECIPT

100

15.28

DATE

APRIL

1

2

4

7

10

14

17

26

28

DETAILS

Balanceb/d

Cash

Envelopes

Wages

Stamps

Printingpaper

Postage

Wages

Envelopes

DR

14.78

85.26

100

CR

8.68

16.20

8.50

17.44

6.76

16.66

15.26

10.48

INV

NO

STATIONERY

8.68

17.44

10.48

WAGES

16.20

16.66

POSTAGE

8.50

6.76

15.26

84.72 84.72 36.6 32.86
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(c)Imprestsystem:Itisasystemwhereareimbursementismadeofthetotalamountpaidina

periodoritcanalsobecalledasasystemwherepettycashierbegineachnewaccountingperiod

withthesameamountofpettycash.

Fillintheblankswithsuitableword/words:

(i)TheassistanttotheHeadCashierisknownas....................

(ii)Aseparatecashbooktorecordsmalltransactionsiscalled....................

(iii)Theamountwhichispaidtothepettycashieratthebeginningofaperiodisknown

as...................

(iv)UnderImpresssystemofPettyCashBook,thePettyCashierisreimbursedwiththeamount

equivalenttowhathespentduringthe---------------

2.1SalesDayBook/SalesJournal:isasubsidiarybook wherecreditsalesarerecorded.The

sourcedocumentofthesalesJournalistheduplicateinvoice.

Activity

FromthefollowinginformationprepareZ.Chanda’sSalesJournal.

2016

March4soldthefollowingoncredittoKalenga&SonsoninvoiceNo.ZC117.

- 20boxesboom@K25abox

- 50tinsofcobra@K20atin

- Allsubjectto2.5%tradediscount

March10MwilawholesalersboughtthefollowinggoodsoncreditoninvoiceNo.ZC118

- 100Ebusoap@K5each.

- 200Chicksoap@K3each.

- 10%wasgivenasatradediscount.

March20KalungulunguboughtthefollowingoncreditoninvoiceNo.ZC120

- 5casesofsugaratK120percase.

- 6boxesofteabags@K20perbox.

Z.CHANDA’SSALESJOURNAL

DATE DETAILS INV.No. SUBTOTAL TOTAL
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2016

March4

March10

March20

March31

KALENGA&SONS

20boxesboom@K25abox

50tinscobra@K20pertin

Less2.5%tradediscount

MWILAWHOLESALERS

100Ebusoap@K5each

200Chicksoap2K3each

Less10%tradediscount

KALUNGULUNGU

5Casesofsugar@K120percase

6boxesofteabags@K20perbox

Totalcreditsalesforthemonthof

march(posttothesalesaccountinthe

generalledger).

ZC117

ZC118

ZC120

500.00

1000.00

1500.00

37.00

500.00

600.00

1100.00

110.00

600.00

120.00

1462.50

990.00

720.00

3172.50
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SALESRETURNSDAYBOOK/RETURNSOUTWARDSJOURNAL

IstheJournalinwhichreturnsfromcreditcustomersarerecorded?Thesourcedocumentforthe

salesReturnsJournalistheduplicatecreditNote.

Activity

Z.ChandahadthefollowingsalesReturnsintheMonthofMarch,2016

March7Kalenga&Sonsreturnedthefollowing

2boxesofboom@K25abox

2tinsofcobra@K20atin

Less2.5Tradediscount

March28kalungulungureturnedthefollowing:

1caseofsugar@120acase

SOLUTION

Z.CHANDA’SSALESRETURNSJOURNAL

DATE DETAILS Cr..No. SUBTOTAL TOTAL

2016

March7

March28

KALENGA&SONS

2boxesboom@K25abox

2tinscobra@K20pertin

Less2.5%tradediscount

KALUNGULUNGU

1Casesofsugar@K120percast

50.00

40.00

90.00

2.25

87.75

120.00
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March31 Totalcreditsalesreturnsforthemonth

ofmarch(posttothesalesreturns

accountinthegeneralledger).
207.75

2.2PURCHASESDAYBOOK/PURCHASESJOURNAL

Purchasesdaybook/purchasesjournalisabookoforiginalentrymaintainedtorecordcredit

purchases(whengoodsforsaleareboughtoncredit)

Activity

ThefollowingtransactionsforthemonthofAugust2001wereextractedfromthebooksofLuanda

Traders

August1boughtthefollowingfromKaomaAFarms

4boxesTomatoes@K150.00each

6packetsofPotatoesK60.00abag

Allsubjectto5%tradediscount

August10boughtfromLubembaTFarmsthefollowing:

5bagsofbutternuts@K100.00each

10bagsofonion@K35.00perbag

August20ReceivedaninvoicefromChipilinguCSuppliers

20bagscucumbers@K55.00perbag

20kgginger@K30.00perkg

Allsubjectto2.5%tradediscount
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Solution

LUANDATRADERSPURCHASESDAYBOOK

DATE DETAILS INVOICE

No

SUBTOTAL TOTAL

AMOUNT

2001

August1

August10

August20

August31

KaomaAFarms

4boxesTomatoes@K150.00each

6packetsofPotatoesK60.00abag

Less5%tradeDiscount

LubembaTFarms

5bagsofbutternuts@K100.00each

10bagsofonion@K35.00perbag

ChipilinguCSuppliers

20bagscucumbers @ K55.00per

bag20kgginger@K30.00per

Less2.5%TradeDiscount

K

600.00

360.00

960.00

48.00

500.00

350.00

1,100.00

600.00

1,700.00

42.50

K

912.00

850.00

1,657.50

3,419.00
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TotalcreditPurchasesforthemonthof

August(transfertothepurchasesA/c

inthegeneralLedger)

PurchasesReturnsDaybook/ReturnsoutwardsJournal

PurchasesreturnsDaybook/ReturnsoutwardsJournalisabookinwhichthegoodsreturnedto

creditsuppliersarerecorded.

Goodsmaybereturnedbecausethey:

 Areofthewrongkindornotuptosampleorbecausetheyaredamagedontransitetc.

ThesourcedocumentofthereturnsoutwardsJournalisOriginalCreditNote:

Activity

LuandaTradershasthefollowingReturnsoutwardinthemonthofAugust2001.

August81boxofTomatoes@K150.00eachtoKaomaA.FarmsastheyweredamagedonTransit

2pocketsofpotatoes@60.00eachastheywereofwrongtype

Allsubjectto5%tradediscount

August23returnedtoChipilingaC.Suppliers

2bagsofcucumbers@K55.00perbagtheyweresubjectedto2.5% tradediscount.

SOLUTIONS

LUANDATRADERSRETURNSOUTWARDSJOURNAL

DATE DETAILS Credit

Note

No

SUBTOTAL TOTAL

AMOUNT

2001 K K
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August8

August23

August31

KAOMAAFARM

1boxtomatoes@ K150.00each

2pocketsPotatoes@K60each

Less5%tradeDiscount

CHIPILINGACSUPPLIERS

2bagscucumbers@K55.00perbay

Less2.5%tradediscount

Totalreturnsoutwardsforthemonthof

August

150.00

120.00

270.00

13.50

110.00

2.75

265.50

107.25

372.75

Journal

ThefollowingappearedinthebooksofGK,Lubindaon1April,2017.

Cash

Bank

Plantandmachinery

Fixturesandfittings

Stocksofgoods

Debtors - B.Zulu

- P.Bwembya

K9,000

K30,000

K100,000

K40,000

K41,000

K4,000

K2,600
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Creditors - P.Mwape

- K.mulonga

K9,800

K6,000

GeneralJournals/Journalproper

Thisisabookofprimeentrywhichrecordstransactionswhicharenotroutine(andnot

recordedinanyotherbookofprimeentry),forexample:

 Buyingandsellingoffixedassetsoncredit.

 Openingandclosingbalances.

RECORDTRANSACTIONSINTHEJOURNALPROPER

Purchaseandsaleoffixedassetsoncredit

Activity

a)Purchaseandsaleoffixedassetsoncredit
i)On4thMay20x5,acompanyboughtamachineoncreditfromMajorLtdforK10million.

Recordthetransactioninthejournal.

Solution

JOURNALPROPER

Date Details F Dr Cr
2005 K’000 K’000
May4 Machinery 10000

MajorLtd 10000
Purchaseofamachineserial
no:1026oncredit.

ii)Soldamotorvehicleon10thJune20x5forK15milliononcredittoAMulunda.
Showthejournalentryandthepostingstotheledger.
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Solution

JOURNALPROPER
Date Details F Dr Cr
2005 K’000 K’000
June10 AMulunda 15000

Motorvehicle 15000
Saleofamotorvehicleoncredit.

c)Openingentries

Thesearetheentriesrequiredtoopenupanewsetofbookse.g.whenatraderdecidestokeephisbooks

onadoubleentryprinciple.Openingentriesaresimplyentriesshowingthefinancialpositionofa

businessasatthetimeanewsetofbooksistobeopened.Theexcessofassetsover

liabilitiesatthatdateisthecapitalofthebusiness.

Inpractice,openingentriesmaybemadeonlyonceinthelifetimeofthebusiness.However,many

bookkeepingexercisescommencebyrequiringyoutodotheopeningentries.

Whenopeninganewsetofbooks,allassetsshouldhavedebitopeningbalanceswhileliabilitiesand

capitalshouldhavecreditopeningbalances.

Activity

R.Chalwehasbeeninbusinessforsometimewithoutkeepingproperaccountingrecords.Hehas

nowdecidedtohaveafulldoubleentrysetofbooks.

Hisassetsandliabilitieson1stMay20x5areasfollows:

Assets:BuildingsK7000000;MotorvanK4500000;StockK1200000;Debtors:-CBwalya

K6000000,OMutonoK400000;CashatbankK850000andCashinhandK300000.

Liabilities:Creditors:-WChansaK750000,EKasondeK600000.

Theopeningentriesinhisjournalwouldbeasfollows:

RChalwe Journalproper

Date Details F Dr Cr

2005
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May1 Buildings 7000

Motorvan 4500

Stock 1200

Debtors:-CBwalya 600

-OMutono 400

Cashatbank 850

Cashinhand 300

Creditors:-WChansa 750

-EKasonde 600

Capital(bal.Fig.) 13500

Beingassets,liabilitiesandcapital

Enteredtoopenanewsetofbooks 14850 14850

8.8 THELEDGER

 Aledgerbookisthemainbookofaccountwhereallbusinesstransactionsundertakenhaveto

berecorded.Itisfromthisfactthatalltransactionshavetoberecordedintheledger,thatwe

callitasthemainbookofaccount.

 Itismadeupofasetofaccounts.Anaccountisarecordofinformationrelatingtoaparticular

item.Ithastwosides.Thelefthandsidecalledthe‘debitside’andtherighthandsidecalledthe

‘creditside’.

 Eachsideofanaccounthasthefollowingcolumns:

(i) Datecolumn–forenteringthedatewhenatransactiontakesplace.

(ii) Detailcolumn–forenteringparticularsofatransaction.

(iii) Foliocolumn–‘Folio’meanspageitisforcrossreferencingofthedoubleeffectofa

transaction.

(iv) Amountcolumn–forenteringmonetaryvalueofatransaction.

TYPESOFLEDGERS:
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Inarealbusiness,therearemanyaccountstokeepandeachaccountmayneedspacetorecord

transactionsforthewholeaccountingyear.Forthisreason,abusinessusuallykeepsseveralledgers.

Theseledgersareclassifiedintothree.

(i) SALES/CUSTOMERS’/DEBTORS’LEDGER

Asalesledgerisaledgerthatcontainsaccountsofourcustomersordebtors.

(ii)PURCHASES/SUPPLIERS’/CREDITORS’LEDGER

Apurchasesledgerisaledgerthatcontainsaccountsofoursuppliersorcreditors

(iii)GENERAL/NOMINALLEDGER

Ageneralledgerisaledgerinwhichwefindaccountsthataretodowithgains

orlossestothebusiness.Itwillcontaincapitalaccount,allformsoflossesand

gains.Examplesofaccountstobefoundhereareelectricityaccount,discount

receivedaccount,rentaccount,salesaccount.

Activity

1.KaongaTradersisourdebtorandhadthefollowingtransactionsinthemonthofMay,2016.

May1boughtgoodsatK250(invoice125)

5sentthemcreditnoteC31fordamagedgoodsreturnedK50

10boughtgoodsoncreditK500(invoice146)
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26paidK60(receipt45)

YouarerequiredtorecordinKaongaTraders’accountinthesalesledger.

SOLUTION

THESALESLEDGER

KaongaTradersA/C

Date Details F Dr Cr

2016

May1

5

10

26

31

Jun 1

Invoice125

SalesReturns

Invoice146

CashRec45

c/d

b/d

K

250

500

K

50

640

60

750 750

60

NOTE:

 Beingadebtor,KaongaTraders’accountisdebitedwhenevertheypurchasedgoodsbecause

theyreceivedthegoodsandwheneverthemadeapaymentandreturnedthegoodstheir

accountiscreditedbecausetheygaveoutmoneywhentheypaidandgaveoutgoodswhen

theyreturnedthegoods.

 TheyhaveadebitbalanceofK60indicatingthattheyarestillowingusK60.
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2.ThefollowingledgeraccountappearedinthebooksofChambingaWholesalersinthemonth

ofJanuary2015.

KAMUKOSHI’SACCOUNT

Date Details F Dr Cr

2015 K K

Jan 1 Balance b/f 3,550

15 Sales 45,060

20 Returnsinwards (a)

25 Discountallowed 6,500

30 Cash 31,540

31

Feb1

Balance

balance

c/d

b/d

5,000

? (b)

5,000

(i) IsKamukoshiaDebtororCreditor?

(ii) CalculatethemissingfiguresofreturnsinwardsonJanuary20,in(a).

(iii) WhatarethetotalsinKamukoshi’sledgeraccountin(b)?

(iv) InwhichledgerwouldKamukoshi’saccountbefound?
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SOLUTION

i. Debtorbecausehisbalanceb/fandsalesareonthedebitsideindicatingthatheboughtthe

goods.

ii. K5,570

iii. K48,610

iv. TheSales/Debtorsledgersinceheisourdebtor.

3.LumbweTraderisourcreditor.RecordthefollowingtransactionsinLumbwe’saccountinthe

Creditors’Ledgerofourbooksofaccount.

2014

June1 PurchasedgoodsoncreditK450(invoice225)

5 Receivedadebitnote(D20)withdamagedgoods

26 SentLumbwetradersachequeforK200topayouraccount

(chequeNo.465)

SOLUTION

LUMBWETRADERSA/C

Date Details F Dr Cr

2014

Jun 1

5

26

Invoice225

Purchasesreturns

ChequeNo465

20

200

450
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30

July 1

Balance

Balance

c/d

b/d

230

450 450

230

NOTE:

 BeingcreditorLumbweTraders’accountiscreditedwhenhesuppliedthegoodsbecausehegave

outthegoodsandheisdebitedwhenwereturnedthegoodsandwhenwepaidbecausehereceived

thegoodsandmoneyrespectively.

 HehasacreditbalanceofK230indicatingthatwestillowehimK230

4.ThefollowingledgeraccountappearedinthebooksofMwilakalandeinSeptember2012.

Date Details F Dr Cr

2012 K K

Sept1 Balance b/f 2500

5 Sales 1500
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14 Purchasesreturns 200

20 Bank 350

30 Balance c/d (a)

? (b)

Oct1 Balance b/d (c)

Activity

i. Whatwasthebalance(a)onSeptember302012?

ii. Whatwasthebalance(b)

iii. Thebalanceb/f(c)is…………….

THEDOUBLEENTRYPRINCIPLE

Doubleentryprinciplestatesthat;Debitthereceiverandcreditthegiver.

ThisisagoldenruleinBookkeepingwhichallowsbookstobalancebecausetoeverytransaction,

therearetwoaspects.Oneaspectisgivingwhiletheotheraspectisreceivingthesameamount

beinggiven.

Toidentifytheaccounttobedebitedorcredited,

 Assumethatyouaretheownerofthebusiness.

 Ifitisacashorbanktransaction,thinkintermsofmoney(whichaccountisgivingmoneyand

whichaccountisreceivingmoney).

 Ifitisacredittransaction,thinkintermsofgoods(whichaccountisgivingthegoodsandwhich

accountisreceivingthegoods).
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1.Fromthefollowinginformation,youarerequiredtostatetheaccounttobedebitedandthe

accounttobecredited.

(i) Boughtgoodsbycash

(ii) Soldgoodsbycheque

(iii) Paidforelectricitybycash

(iv) PaidMulengabycheque

(v) Cashsales

(vi) Boughtequipmentbycash

(vii) Rentwaspaidbycheque

(viii) ReceivedcashfromChanda

(ix) Startedbusinesswithcashatbank

SOLUTION

TRANSACTION ACCOUNT

DEBITED

ACCOUNT

CREDITED

(i) Boughtgoodsbycash Purchases Cash

(ii) Soldgoodsbycheque Bank Sales

(iii) Paidforelectricitybycash Electricity Cash

(iv) PaidMulengabycheque Mulenga Cash

(v) Cashsales Cash Sales

(vi) Boughtequipmentbycash Equipment Cash

(vii) Rentwaspaidbycheque Rent Bank

(vii) ReceivedcashfromChanda cash Chanda
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(ix) Startedbusinesswithcashatbank Bank Capital

Theaccountsweredeterminedasfollows:

i. Thekeywordshereareboughtandcash.Frombought,wecameupwiththepurchases

accountandcashisanaccountonitsown.Thecashaccountiscreditedbecauseitisgiving

money.Thepurchasesisrepresentingtheaccountreceivingtherefore,itisdebited.

ii. Fromthesold,wehavesales.Theotheraccountisbankfromthewordcheque.BankA/Cis

debitedbecauseitisreceivingmoneywhengoodsaresoldbychequeandthesalesA/C

representstheaccountgiving.

iii. Theaccountshereareelectricityandcash.ThecashA/Ciscreditedbecauseitisgiving

moneytopayforelectricity.Electricityisrepresentingtheaccountreceivingthereforeitis

debited.

iv. Mulengaisdebitedbecauseheisreceivingmoneywhilecashiscreditedbecauseitisgiving

topayMulenga.

v. Cashisreceivingmoneyaftersellingthegoodshencedebitedandsalesrepresentsthe

accountgivinghencecredited.

vi. Wecannotcallthisoneaspurchasesbecausethenameofanasset(equipment)isgiven.The

twoaccountsareequipmentandcash.Cashiscreditedbecauseitisgivingthemoneytobuy

anequipmentandequipmentisdebitedbecauseitisrepresentingtheaccountreceiving.

vii. Bankaccountiscreditedbecausemoneyfromthebankisusedtopayforrenthenceitis

givingandtherenthasreceived.

viii. Chandawasgivingoutmoneybycashtherefore,heiscreditedwhilecashwasreceivedand

thecashaccounthasbeendebited.



95

ix. Moneywastakentothebanktostartabusinesstherefore,thebankaccountreceivedhence

itisdebitedandmoneyforstartingabusinessiscalledcapitalsincecapitaltakenintothe

bankhencethebankaccountiscredited.

2.Fromthefollowingtransactionswritetheaccounttobedebitedandtheaccounttobe

credited.

TRANSACTION ACCOUNT

TO BE

DEBITED

ACCOUNT

TO BE

CREDITED

I Purchasedamotorvehiclebycheque

K14,000

Ii SoldgoodstoA.Kaomaoncredit

K7,000

Iii PaidJ.MotorsbychequeK4,500

Iv WithdrewcashfromthebankK2,000

forbusinessuse

V Paidwagesandsalariesbycheque

K8,000

Vi ReturnedgoodstoB.TradersK500
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SOLUTION

TRANSACTION ACCOUNTTOBE

DEBITED

ACCOUNTTO

BACREDITED

I Purchasedamotorvehiclebycheque

K14,000

Motorvehicle Bank

Ii SoldgoodstoA.Kaomaoncredit

K7,000

A.Kaoma Sales

Iii PaidJ.MotorsbychequeK4,500 J.Motors Bank

Iv WithdrewcashfromthebankK2,000

forbusinessuse

Cash Bank

V Paidwagesandsalariesbycheque

K8,000

Wagesandsalaries Bank

Vi ReturnedgoodstoB.TradersK500 B.Traders Returnsinwards

Activity

3.Completethefollowingtable

Transaction Accountto

bedebited

Accountto be

credited

a GoodsboughtoncredittoJ.Reid. Purchasesa/c J.Reidalc

b GoodssoldoncreditB.Perkins. b.Perkinsa/c Salesa/c

c VanboughtoncreditfromH.Thomas. Vana/c H.Thomasa/c
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d Goodssold,achequebeingreceived

immediately.

Banka/c Salesa/c

e Goodssoldforcash. Casha/c Salesa/c

f Goodspurchasedbyusreturnedto

supplier,H.Hardy.

H.Hardya/c Purchases

returnsa/c

g Machinerysoldforcash. Casha/c Machinerya/c

h Goodssoldreturnedbycustomer,J.

Nelson.

Salesreturnsa/c J.Nelsona/c

i Goods boughton creditfrom D.

Simpson.

Purchasesa/c D.Simpsona/c

j GoodswereturnedtoH.Forbes. H.Forbesa/c Purchases

returnsa/c

RECORDINGBUSINESSTRANSACTIONSINTHELEDGERACCOUNTS

Everybusinesstransactionhasadoubleeffectontheequationandthebusiness.Forthisreason,we

usethedoubleentryprincipletorecordtransactions.

Therulesfordoubleentrybookkeepingare:

a)Adebitentryismadewhenthereis:

i. anincreaseinthevalueofanasset

ii. adecreaseintheamountofaliability

iii. anincreaseintheamountofanexpense

iv. adecreaseintheamountofincome
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b)Acreditentryismadewhenthereis:

i. adecreaseinthevalueofanasset

ii. anincreaseintheamountofaliability

iii. adecreaseintheamountofanexpense

iv. anincreaseintheamountofanincome

Activity

ThefollowingtransactionsrelatestoG.Zulu.Youarerequiredtoprepareledgeraccounts

2009

Jan 1 StartedbusinesswithK100,000atbank

4 WithdrewK40,000cashfrombankforbusinessuse

8 PaidrentbychequeK1,000

11 BoughtofficeequipmentbychequeK5,000

12 BoughtgoodsbycashK3,000

15 SoldgoodsbychequeK4,000

28 K7,000worthofgoodswereboughtoncreditfromMusonda.

SOLUTION

Thestepsrequiredtoanswerthequestionare:

1.identifythetwoaccountsrequiredforeachtransaction.

2.Identifytheaccounttodebitedandtheaccounttobecredited.

3.Makeasummaryoftheaccountsneeded.

4.Recordthetransactionsintheledgeraccounts.
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Steps1&2

Jan1 Bank –Dr

Capital–Cr

Jan4 Cash-Dr

Bank – Cr

Jan8 Rent–Dr

Bank–Cr

Jan11Officeequipment–Dr

Bank-Cr

Jan12 purchases–Dr

Cash-Cr

Jan15 Bank–Dr

Sales-Cr

Jan28 Purchases–Dr

Musonda-Cr

Step3

Thesummaryofaccountsneededtorecordtheabovetransactionsare:

1.Capitalaccount

2.Bankaccount

3.Cashaccount

4.Rentaccount

5.Officeequipmentaccount

6.Purchasesaccount
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7.Salesaccount

8.Musondaaccount

Step4

Ledgeraccounts

CAPITALACCOUNT

Date Details F Dr Cr

2009

Jan1 Bank

K K

100,000

BANKACCOUNT

Date Details F Dr Cr

2009

Jan1

4

8

11

15

Capital

Cash

Rent

Equipment

Sales

K

100,000

4,000

K

40,000

1,000

5,000

CASHACCOUNT
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Date Details F Dr Cr

2009

Jan4

12

Bank

Purchases

K

40,000

K

3,000

RENTACCOUNT

Date Details F Dr Cr

2009

Jan8 Bank

K

1,000

K

EQUIPMENTACCOUNT

Date Details F Dr Cr

2009

Jan11 Bank

K

5,000

K

PURCHASESACCOUNT

Date Details F Dr Cr

2009

Jan12

28

Cash

Musonda

K

3,000

7,000

K
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SALESACCOUNT

Date Details F Dr Cr

2009

Jan15 Bank

K K

4,000

MUSONDAACCOUNT

Date Details F Dr Cr

2009

Jan28 Purchases

K K

7,000

NOTE:Theaccountdebitedorcreditedistheonewhichhastheheadingontopnotthedetail.For

instance,inthebankaccountabove,onJan1itisnotthatcapitalhasbeendebited.Theaccount

debitedonthisdateisthebankaccount.

BALANCINGLEDGERACCOUNTS:Accountsthathasmorethanoneentryneedtobebalanced.

Inthecaseoftheaboveaccounts,thebank,thecash,andthepurchasesaccountsneedbalancing.All

thosewithsingleentriesarenotnecessarytobebalanced.

Thebalancingprocedureisasfollows:

1.Addallthedebitsandcredits.Writethesetotalsonaseparatepaper.

2.Putthegreateramountonbothsidesoftheaccountafterskippingalineenclosedinlines.

3.Subtractthesmalleramountfromthegreateramountandputthedifferentwheretheshortageis.
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Thisfigureiscalledbalancecarrieddown.(c/d)andshownattheendofthatparticularmonthor

year.

4.Thebalancecarriedisbroughtdownontheoppositesideandiscalledbalancebroughtdown(b/d).

Thisisdoneatthebeginningofthefollowingmonthoryear.Thec/dandb/dareputinthefolio

column.

Applyingtheabovestepstothebankaccountabove.

1.ThedebitsidegivesK104,000,thecreditsidegivesK46,000.Thismeansdepositsinthebank

amountedtoK104,000andwithdrawsamountedtoK46,000.Theamountofmoneywhich

remainedinthebankaccountisK58,000asseenbelow.

2.ThegreateramountisK104,000henceitisputonbothsidesasbelow.

3.Thedategiventothebalancec/disthelastdayofthataccountingperiod,whereasthedateforthe

balanceb/disthefirstdayofthenextaccountingperiod.

BANKACCOUNT

Date Details F Dr Cr

2009

Jan1

4

8

11

15

31

Feb1

Capital

Cash

Rent

Equipment

Sales

Balance

Balance

c/d

b/d

K

100,000

4,000

K

40,000

1,000

5,000

58,000

104,000 104,000

58,000
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CLASSIFICATIONOFACCOUNTS

Accountscanbegroupedintothreeclasses;

(a)PersonalAccounts:theseareaccountsthatcontainthenameofapersonor company.They

areaccountsofdebtors(customers)andcreditors(suppliers).ExamplesincludeShopritea/c,

Bandaa/c,Tyrekinga/c,etc.

(b)RealAccounts:theseareaccountsthatcontainnamesofassets.Examplesinclude:machinery,

premises,equipment,etc.

(c)NominalorFictitiousAccounts:theseareaccountsusedforcalculatingprofitsorlosesofthe

business.Theycontainrevenueexpenditure(expenses)andrevenuereceipts(income).They

includerentreceived,salaries,discountreceived,stationary,sales,andpurchases,etc.

Activity

Classifythefollowingaccountsintoreal,nominalandpersonalaccounts:

i. Premisesaccount

ii. Majorltdaccount

iii. Insuranceaccount

iv. A.Muyundaaccount

v. Bankaccount

vi. Rentreceivedaccount



105

vii. Cashaccount

SOLUTION

1.Real 2.Personal 3.Nominal 4.Personal

5.Nominal 6.Nominal 7.Real

Activity

Fromthefollowingledgeraccounts,identifytheledgerbookintowhicheachaccountwouldbe

recorded.

SOLUTION

1.Capitalaccount (generalledger)

2.Cashaccount (cashbook)

3.Bankaccount (cashbook)

4.Rentaccount (generalledger)

5.Motorvanaccount (generalledger)

6.Purchasesaccount (generalledger)

7.A.Cholaaccount(customer) (salesledger)

8.Motorinsuranceaccount (generalledger)

9.Salesaccount (generalledger)

10.B.Phiriaccount(supplier) (purchasesledger)

11.Ratesaccount (generalledger)

12.Drawingsaccount (generalledger)

13.Salariesaccount (generalledger)
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8.9 THETRIALBALANCE

 Defineatrialbalance

 Explainthepurposeofatrialbalance

 Extractatrialbalancefromledger.

DEFINEATRIALBALANCE

Atrialbalanceisdefinedasalistofbalancesextractedfromtheledgeraccountsarrangedunder

debitandcreditcolumnswhichwhenaddedthetotalsmustbeequal.

EXPLAINTHEPURPOSEOFTHETRIALBALANCE?

Thepurposeofatrialbalanceis:

 Tocheckthearithmeticaccuracyorerrorsfromtheledger.

 Tocheckwhetherthedoubleentryhasbeencompleted.

 Tocheckfraud.

Byvirtueoftheprincipleofdoubleentrybook-keeping,thetotalsofdebitandcreditbalancesmust

agree.Shouldthisnotbethecase,thentheremustbeanerrorinthebooksofaccount.

PREPAREATRIALBALANCE

Thefirsttaskinpreparingatrialbalanceistobalancealltheledgeraccounts,andthenthebalances

mustbeextractedandenteredinthetrialbalance.Whenextractingthetrialbalance,thefollowing

pointsshouldbetakennoteof:

i. Ifaledgeraccounthasadebitbalance,thebalanceisenteredonthedebitsideofthetrial

balance.

ii. Ifaledgeraccounthasacreditbalance,thebalanceisenteredonthecreditsideofthetrial

balance.
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iii. Ifaledgeraccountisclosed,thennoentryistakentothetrialbalance.

RULESOFTHETRIALBALANCE

TheALEGprinciple:-

A L E G

DR CR

ASSETS LIABILITIES EXPENSES GAINS

DR CR

Thismeans:-

DEBIT–ALLASSETSANDEXPENSES

CREDIT-ALLINCOMESANDLIABILITIES
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Activity

PREPARINGATRIALBALANCEFROMALISTOFBALANCESEXTRACTEDFROM

LEDGERACCOUNTS.

1.J.JACOBSTradershadthefollowingbalancesasat31January2017.

K K

Banking 4600 Creditors 1400

Drawings 14000 Stock 10000

Sales 55500 Discountallowed 1400

Salesreturns 4500 purchases 45000

Cash 2000 Furniture 13500

Rent 1500 Returnsoutwards 6500

Debtors 30000 Insurance 2500

Discountreceived 7000 Wages&salaries 7000

Capital 76300 Motorvehicle 15500

Stationery 1500

Youarerequiredtoextractatrialbalanceasat31January2017.

SOLUTIONS

J.JACOBS’TRADERSTRIALBALANCEASAT31JANUARY2017

Details DR CR
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Banking

Drawings

Sales

Salesreturns

Cash

Rent

Debtors

Creditors

Discountreceived

Stock

Discountallowed

Purchases

Returnsoutwards

Wages&salaries

Capital

Motorvehicle

Stationery

K

4600

14000

4500

2000

1500

30000

10000

1400

45000

7000

15500

1500

K

55500

14000

7000

6500

76300

153000 153000

NOTE:
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ToprepareaTrialBalancefromalistofbalancesyouneedtoidentifyaccountwithdebitbalances

andaccountswithcreditbalances.

InthisquestionyouwillnoticethatallAssets,expensesaredebitedandallgainsandliabilitiesare

credited.ThiscanbesummarizedusingacronymALEG

Asset:Bank,Cash,Banking,Debtors,Stock,Motorvehicle.

Liabilities:Creditors

Expenses:Discountreceived,Purchases,Rent,Wages&salaries,Stationery,Salesreturns

Gains:Discountreceived,Sales,returnsoutwards

2.ThefollowingtrialbalancewasextractedbyKalomboon31December,2017,failedtobalance.

Trialbalanceasat31December,2017.

DETAILS

F

DR(K) CR(K)

Sales 150140

Machinery 74800

Debtors 15200

creditors 8500

Rentandrates 2100

Carriagesoutwards 3500

purchases 90500

Capital 25000

Bankoverdraft 2460
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176300 195900

YouarerequiredtocorrectthetrialbalancepreparedbyKalomboon31December2017.

SOLUTION:

Trialbalanceasat31December,2017.

DETAILS

F

DR(K) CR(K)

Sales 150140

Machinery 74800

Debtors 15200

Creditors 8500

Rentandrates 2100

Carriagesoutwards 3500

purchases 90500

Capital 25000

Bankoverdraft 2460
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186100 186100

NOTE:

Insuchaquestion,youneedtoidentifyentrieswhicharewronglypostandpostthemcorrectly.

i. Salesareagainwhichshouldcreditedbutwerewronglydebited

ii. Machineryisanassetshouldbedebitedbutwerewronglycredited

iii. Creditorsarealiabilitywhichshouldbecreditedbutwerewronglydebited

iv. Rentandrates,carriagesoutwardsandpurchasesareexpenseswhichshouldbedebitedbut

werewronglycredited.

v. Bankoverdraftisalsoaliabilitywhichshouldbecreditedbutwaswronglydebited.

Activity

YouarerequiredtoprepareaTrialBalanceandbalanceitasat31/03/09

K

Purchases 61,420

Sales 127,245

Stock(inventory) 7,940

Capital 25,200

Bankoverdraft 2,490

Cash 140

Discountreceived 62

Discountallowed 2,480
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Returnsinwards 3,486

Returnsoutwards 1,356

Carriageoutwards 3,210

Rent&insurance 8,870

Allowancefordoubtfuldebts 630

Fixturesandfittings 1,900

Van 5,600

Debtors 12,418

Creditors 11,400

Drawings 21,400

Wages&salaries 39,200

Generalofficeexpenses 319

Solution

TRAILBALANCE(asat31stmarch,2009)

Details DR CR

K K

Purchases

Sales

Stock(inventory)

61,420

7,940

127,245
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Capital

Bankoverdraft

Cash

Discountreceived

Discountallowed

Returnsinwards

Returnsoutwards

Carriageoutwards

Rent&insurance

Allowancefordoubtfuldebts

Fixtures&fittings

Van

Debtors

Creditors

Drawings

Wages&salaries

Generalofficeexpenses

140

2,480

3,486

3,210

8,870

1,900

5,600

12,418

21,400

39,200

319

25,200

2,490

62

1,356

630

11,400

168,383 168,383
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9.1 FINALACCOUNTS

1.Whatarefinalaccounts?

ANS:FinalAccountsreferstoTradingaccount,Profit/lossaccountandtheBalancesheet.

TheTradingAccount

1.Whatistrading?

ANS:itisbuyingandsellingwithanintentionofmakingprofits

2.StatetheuseofaTradingAccount

 TradingAccountisanAccountinwhichtheTradingaspectofthebusinessisrecorded.

 ItisafinancialstatementusedtoshowGrossProfitorGrossLossofthebusinessata

particularperiod.

TERMSUSEDINTHETRADINGACCOUNT

Turnover

 ItmeansNetSales

 Itisthedifferencebetweensales(goodsSold)andsalesreturns/returnsinwards(goodssold

buthavebeenreturned)

GivenK200salesandK25salesreturns/Returnsinwardsfortheyear.Calculateturnover

SOLUTION:Turnover=Sales-SalesReturns/Returnsinwards

K200--K25
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ThereforeTurnover=K175

NOTE:whentherearenoSalesreturns/ReturnsinwardsthesalesisthenTurnover.

 Openingstock

 itisthevalueofgoodsthebusinesshasunsoldatthebeginningoftheperiod

ClosingStock

 Thisisthevalueofgoodsnotsoldattheendofthetradingperiod.Itisarrivedatafter

doingastocktaking.

KabungoboughtgoodsforresaleK700hesoldK500attheendofhertradingperiod.Whatwasher

closingstock?

SOLUTION:

OpeningStock=Stockatthebeginning--Sales

K700-K500

Thereforeclosingstock =K200

Stock

 Itisthegoodsavailableforsaleinbusiness

Purchases

 Thesearegoodsboughtbythebusinessforresale.

NetPurchases

 ThisisthedifferencebetweenpurchasesandPurchasesReturns/Returnsoutwards
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GiventhatafirmhadK100purchasesandK5PurchasesreturnswhatistheNetPurchases?

SOLUTION:

NetPurchases=Purchases–PurchasesReturns/Returnsoutwards

K100-K5

ThereforeNetSales=K95

Costofsales

 itistheactualcostofgoodssold

 itisthecostofputtinggoodsintosaleablecondition

 itismadeupofpurchasesandotherdirectexpensessuchascarriageinwards

AbusinesshadopeningStockofk100,netpurchasesofK400anditsclosingstockwask210.

Calculatethebusiness’costofsales.

Costofsales=openingstock+NetPurchases–closingstock

(K100 + K400) - K210

Therefore,CostofSales=K290

Carriages

 Thesearecostsoftransportinggoodsfromoneplacetoanotherwhicharedividedinto

carriageinwardsandcarriageoutwards.
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Carriageinwardsitisthedirectcostofbringinggoodsintothebusinesspremisesfrom

thesupplier.Thiscostincreasesthecostofbuyinggoods.

Carriageoutwards:isthecostoftransportinggoodstocustomerswhichisnotadirect

costonthecostofsales

GrossProfit

Itistheexcessofsalesovercostofsales.

 ItistheProfitbeforeindirectexpensesarededucted.

MwatemwatradershadsalesofK50andthecostofsaleswereK30

CalculateMwatemwa’sGrossProfit

GrossProfit- = Sales-costofsales

K50- K30

Therefore,GrossProfit=K20

NOTE:

Iftherearenootherdirectcostsandnoopeningsock

GrossProfit=sales–purchases

Grossloss

InthebusinessaGrossLossismadewhencostofsalesaremorethantheactualsales.

MwatemwatradershadsalesofK30andthecostofsaleswereK50
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HasmwatemwaTradersmadeaprofitoraloss?

GrossProfit-=Sales-costofsales

K30- K50

Therefore,thiswasnotaGrossprofitbutaGrossLossof=K20

PREPARINGATRADINGACCOUNT

Activity

ThefollowingbalancesrelatetothebooksofG.Gibsonasat31December,2015

K

Stockasat1January,2015 4,000

Purchases 15,000

Sales 27,000

Carriageinwards 3,000

Returnsinwards 2,000

Returnsoutwards 1,000

Stock31December,2015 2,500

YouarerequiredtoprepareG.Gibson’stradingAccountfortheyearending31December,2015.

SOLUTION

G.GIBSON’S

TRADINGACCOUNTFORTHEYEARENDING31DECEMBER,2015
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NOTE: we had a

Grossprofitbecause

the Turnoverexceedsthe

Cost ofSales.

Activity

The following

balances relate to

KabubaTradersasat

31 March,2017

K

Sales

12,000

Purchases

11,000

Stock 1 April2016

4,200

Returns outwards

1,300

Carriage inwards

3,500

Stock31March,2017 1,750

YouarerequiredtoprepareKabubaTraders’TradingAccountfortheyearending31March,2017

SOLUTION

KABUBATRADERS’

Sales

LessReturnsinwards

Turnover

LessCostofSales

OpeningStock

AddPurchases

Addcarriageinwards

Lessreturnsoutwards

NetPurchases

Totalstockavailable

Lessclosingstock

COSTOFSALES

GrossProfit

K

15,000

3,000

18,000

1,000

K

27,000

2,000

4,000

17,000

21,000

2,500

K

25,000

18,500

6,500
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TRADINGACCOUNTFORTHEYEARENDING31MARCH,2017

NOTE:We had a

Grosslossbecause the

Costofsalesexceedsthe

Turnover(Sales

THE PROFIT/LOSS

ACCOUNT

ThisisafinancialstatementwherethefinalProfitorLossofthebusinessiscalculatedwhichiscalled

theNetProfitorNetLoss.

TocalculatetheNetProfit/LossgainsofthebusinessisaddedtotheGrossprofit/losstheindirect

ExpensesofthebusinessisdeductedfromtheTotalIncomeofthebusiness.

QUESTION1

Sales

LessCostofSales

OpeningStock

AddPurchases

Addcarriageinwards

Lessreturnsoutwards

NetPurchases

Totalstockavailable

Lessclosingstock

COSTOFSALES

GrossLoss

K

11,000

3,500

14,500

1,300

K

4,200

13,200

17,400

1,750

K

12,000

19,150

(7,100)



122

Fromthefollowingbalancesfortheyearended30June,2010.Prepare Profit/lossaccountforthe

yearended30June,2010.

Grossprofit 3000

Salaries&wages 800

Discountreceived 50

Insurance 200

Carriageoutwards 50

Rentreceived 100

Electricity 90

Rates 10

PROFIT/LOSSACCOUNTFORTHEYEARENDING30JUNE2010

Grossprofit

Addgains

Discountreceived

Rentreceived

TOTALINCOME

LESSEXPENSES

Salaries&wages

Insurances

Carriagesoutwards

Electricity

Rates

K K

50

100

800

200

50

90

10

K

3,000

150

3,150
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TOTALEXPENSES

NETPROFIT

1,150

2,000

NOTE:wehadaNetProfitbecauseTotalincomeexceedsTotalExpenses.

Activity

Chibandahadthefollowingbalancesasat31December,2016

K

Insurance 1,200

DiscountReceived 180

DiscountAllowed 360

Rentreceived 3,600

Rates 1,150

Salaries 3,750

Repairstobuilding 895

Motorexpenses 635

Carriageoutwards 275
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Postageexpenses 190

Stationerycosts 457

Lightingandheating 849

Wages 2,069

Baddebts 155

Advertising 390

Grossprofit 5,528

SOLUTION

CHIBANDA’S

PROFIT/LOSSACCOUNTFORTHEYEARENDING31DECEMBER,2016

Grossprofit

AddGains

Discountreceived

Rentreceived

TOTALINCOME

Lessexpenses

Insurance

Discountallowed

Rates

Salaries

K K

180

3,600

1,200

360

1,150

3,750

K

5,528

3,780
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Repairstobuilding

Motorexpenses

Carriageoutwards

Postageexpenses

Stationerycosts

Lightingandheating

Wages

Baddebts

Advertising

TOTALEXPENSES

NETLOSS

895

635

275

190

457

849

2,069

155

390

12,375

(3,067)

NOTE:WehadaNetLossbecauseexpensesexceedstheTotalIncome

TheTradingAccountandtheProfitandLossAccount

TheTradingandProfitandLossAccountbeingincomestatementsareoneaccounttheprofitand
loss accountcomesattheendofthetradingaccount.

TheGrossProfit/LossiscalculatedintheTradingAccountfirstthentheNetProfit/Lossinthe

Profit/lossAccount.

PREPARINGTHETRADINGANDPROFITANDLOSSACCOUNT

Activity



126

ThefollowingbalancesweretakenfromthebooksofLubembaTraderson31December2012.

K

Carriagesoutwards 124

Insurance 144

Carriagesinwards 113

Returnsinwards 68

Sales 12,060

Tradingstock(1January2012) 285

Tradingstockasat(31December2012) 321

Purchases 8140

Discountreceived 25

Discountallowed 32

Returnsoutwards 123

Motorsvehicleexpenses 254

Advertisingexpenses 124

Rates 240

Wages&salaries 968

Customsduty 218

Commissionreceived 342

Lightingandheating 216

Generalexpenses 345

Required:

PrepareLubembaTraders’Trading,ProfitandLossaccountfortheyearended31December2012.

SOLUTION:

KANSHAMBATRADERS’

TRADING,PROFITANDLOSSACCOUNTFORTHEYEARENDED31DECEMBER2012.
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Sales

Lesssalesreturns

TURNOVER

LESSCOSTOFSALES

Openingstock

Addpurchases

Addcarriagesinwards

Addcustomsduty

Lessreturnsoutwards

NETPURCHASES

TOTALSTOCKAVAILABLE

LESSCLOSINGSTOCK

COSTOFSALES

GROSSPROFIT

Addgains:

Discountreceived

Commissionreceived

TOTALINCOME

LESSEXPENSES:

Carriagesoutwards

Insurance

Discountallowed

K

8,140

113

218

8,471

123

K

12,060

68

285

8,348

8,633

321

25

342

124

144

32

K

11,992

8,312

3,680

367

4,047
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Motorvehicleexpenses

Advertisingexpenses

Rates

Wages&salaries

Light&heating

Generalexpenses

TOTALEXPENSES

NETPROFIT

254

124

240

968

218

345

2,447

1,600

TheBalanceSheet

Thisisafinancialstatementwhichshowsthefinancialpositionofthebusinessatagivendate.

ItisalistofAssets,liabilitiesandcapital.

Assetsaretotalresourcesthatareinthebusiness

Assetscanbedividedintotwo:
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i. FixedAssets-alsoknownasNoncurrentAssetse.g.motorvehicle,buildings,premises,

machinery,fixturesandFittings,Landetc.

ii. Currentassets:theseareassetswhicharenotpermanentinnature.Theyeasilychangeform,

hencetheyarerevolvinginnaturee.g.cashatbank,cashinhand,Debtors,stock

Liabilitiesareresourcesthataresuppliedtothebusinessbypeopleandinstitutionsoutsidethebusiness,

theyareborrowedresources.

Liabilitiesaredividedintotwo:

i. Currentliabilitiesalsoknownasshorttermliabilities:theseareliabilitieswhicharepaidback

withinonefinancialyearwhichisaperiodoftwelvemonthse.g.Creditorsandbankoverdraft.

ii. Long-termliabilities:theseareliabilitiesthatarepaidbackoveraperiodmorethan one

financialyeare.g.longtermloans,mortgagesact.

PREPARATIONOFTHEBALANCESHEET

QUESTION1

Mr.Wachingawasinbusinessasasoletraderandthefollowingwereextractedfromhisbookon

30June,2014..

K

Premises………………………………………………………………...400

Creditors................................................................................................200

Loan……………………………………………………………………250

Capital……………………………………………………………………2000

Cash…………………………………………………………………...…500

Debtors……………………………………………………………………200

Motorvan…………………………………………………………………500
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Fixturesandfittings………………………………………………………300

Stock……………………………………………………………………300

Netprofit…………………………………………………………………600

Land&building……………………………………………………………600

Drawings…………………………………………………………………2850

Bankoverdraft……………………………………………………………50

YouarerequiredtoprepareMr.Wachinga’sBalancesheetasat30June,2014.

SOLUTION

MRWACHINGA’SBALANCESHEETASAT30JUNE,2014

FIXEDASSETS

K

COST

K

DEP

K

NBV

land&building 600 - 600

Premises 400 - 400

Fixtures&fittings 300 - 300

Motorvan 500 - 500

1,800 - 1,800

CURRENTASSETS

Stock 300

Debtors 200

Cash 500

1,000
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LESSCURRENTLIABILITIES

Creditors 200

Bankoverdraft 50

250

WORKINGCAPITAL 750

NETASSETS 2,550

FINANCEDBY:

Capital 2400

AddNetProfit 600

CAPITALOWNED 3,000

LESSDRAWINGS 2,850

CAPITALEMPLOYED 150

AddlongTermLiabilities

Loan 2,400

OWNERSEQUITY 2,550

NOTE:

Cost-representsthepriceatwhichtheFixedAssetwasbought

DEP-representstheworddepreciationwhichmeansthelossinvalueofaFixedAsset.

NBV-standsforNetBookValuewhichisthevalueofanAssetafterdepreciation.
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WorkingCapitalorCirculatingCapitalistheresourcesabusinesshasatagiventimetomeetthe

runningexpensesofthebusiness.

Afterstudyingthischapter,youshouldbeableto:

 Explainsalariesandwages

 Preparetimecards

 Preparewagesheets

 Preparepayslips

 CalculateGrossandnetpays

Wages:aregular,fixedpaymentusuallypaidperhour,perdayorperweek.Itisearnedbypeoplewho

dounskilledlabour

 Salary:Paymentsearnedmonthlybypeoplewhodoskilledlabour.

 GrossSalary:salarybeforeanycostssuchastaxesandloansaretakenaway

 NetSalary:salaryfromwhichnothingmoreneedstoorcanbetakenaway.“takehomepay”

9.2 WAGESANDSALARIES

NEW WORDS
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 Piecework:whenaworkerispaidperactionperformed.

 Piecerate:Paymentsperactionoritemperformed.

 Normaltime:thenumberofhoursaworkeriscontractedtoworkperday.

 Overtime:hoursworkedinadditiontonormaltime

 Employee:apersonwhoworksforsomebodyoranorganization

 Contractofemployment:alegalagreementbetweenanemployeeandanemployer.

 Salaryscale:Therateofpayforemployeesdependingonthelevelatwhichtheyworkinan

organization.

 Emoluments:financialbenefitsanemployeereceives.

 Statutorydeduction:amountssubtractedfromgrosssalarythatarecompulsorybylaw.

 Voluntarydeductions:amountssubtractedfromgrosssalarybasedonagreementsbetweenthe

employerandemployee.

(1)MrWakumeloworksforLongwelimited.Heisentitledtoanincomeof:salaryK450,Housing

allowanceK45,EducationallowanceK25,Deductions:UnionfeesK30,PAYEK20,Calculate:

a.Thegrosspay

b.Thenetpay

(2)Thefollowingareratesofpaywhichareusedincalculatingpay.Selectthecorrectanswerfrom

thewordlist

ACTIVITY
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(i) Theallowancegivenfoanagentwhodoesworkforsomeone

(ii) Thepaygiventoanemployeeperweek,permonthorperyear.

(iii) Whenextraoutputissharedbetweentheemployerandtheemployee

(iv) Anemployeeispaidafixedsumofmoneypereachhourthatisworked

Wordlist:

Timecard,flatrate,wagesheet,timerate,payslip,bonusrate,statutorydeductions,

commissionrate,salary.

(3)Goliathshousingallowanceis10%andhismonthlysalaryisK7500.Healsogetsmedical

allowanceof5%ofhismonthlysalary.Calculate

(i) Hishousingallowance

(ii) Hismedicalallowance

(iii) Hisannualgrosssalary

(4)Classifythefollowingintovoluntaryorstatutorydeductions

(i) Loanrepayments

(ii) Pensioncontributions

(iii) PAYE

(iv) Clubsubscriptions

(5)JamesisanemployeewhoworksatKingstradersandreceivesaweeklywage.Allemployees

havetowork40hoursperweek.

Fromtheinformationsupplied,prepareatimecardfortheweekending20thJune2016.

Day Timein Timeout

Monday 08:00 17:00
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9.3 BANKING

Bankingisthesafekeepingofvaluableswhichincludesmoney,Jewry,importantdocumentsetc.

Abankisafinancialinstitutionthatacceptsdepositsandchannelsthosedepositsintolending

activities,eitherdirectlybyloaningorindirectlythroughcapitalmarkets.

(1)Identifydifferenttypesoffinancialinstitutions

 CommercialBanks

Thesearefinancialinstitutionsprovidingservicesforbusinessorganizationsandindividuals.

Servicesincludecurrentdepositsandsavingaccountsaswellasgivingoutloanstobusinesses.

Examplesofcommercialbanksare:

- Barclaysbank

- Citybank

- EcobankZambia

- FinancebankZambialimited

- Zambianationalcommercialbank

- Cavmontcapitalbank

 Buildingsociety

Buildingsocietiesarefinancialinstitutionsthatreceivemoneydepositsfromthepublicinorderto

carryouttheirmainactivityofextendingloanstopeoplewhowanttoinvestinrealestate.

Tuesday 07:00 17:00

Wednesday 08:00 18:00

Thursday 08:00 16:00

Friday 07:00 16:00
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BuildingsocietiesinZambiainclude:

- financebuildingsociety

- PanAfricanbuildingsociety

- Meanwoodbuildingsociety

- Zambianationalbuildingsociety

 Creditunionandsavingsassociation

Creditunionandsavingsassociationsarefinancialinstitutionswhichareownedandcontrolledby

peoplewhousetheirservicesandhaveacommongoal.Theyencouragetheirmemberstosaveand

investinprofitableventures.Theyareaimedatimprovingthestandardsoflivingfortheirmembers.

 Nationalsavingsandcreditbank(NATSAVE)

Nationalsavingsandcreditbankisagovernmentownedfinancialintuitionthatwasestablishedin

1972byanactofparliament.Itspurposeisto:

-promotenationalsavings

-offerloans

-offermicroloansandsalaryloans

-offermoneytransfers

-acceptdeposits

-issuesavingscertificateswhicharepaidwithinterest

 Microfinancecompanies

Microfinancecompaniesspecializeinprovidingbankingservicestolowincomegroupsand

individuals.Theymainlyprovidebankingservicesandloanstopoorpeoplewholackaccessto

bankingandrelatedservicesincommercialbanks.Examplesofmicrofinancesare:

- MicroBankersTrust

- UnityFinanceLtd

- IzweLoansZambiaLtd
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- MicroCreditFoundationLtd

- Bluecashexpressltd

- ZampostMicroFinanceLtd

 BureaDeChange

Abureaudechangeisafinancialinstitutionthatdealsinexchangeofonecurrencyforanother.For

exampleusdollarforZambiankwachauppoundetc.

Examplesofbureaudechangeare:

- Billionbureaudechange

- Beckybureaudechange

- CFBBureauchange

- Barclaysbankbureaudechangeetc

(2)Identifyservicesofferedbyfinancialinstitutionsandexplaintheirservices

 Bankingservices

Financialinstitutionsacceptpeople’sdepositsandkeepthemsafe.

 Loanfacilities

Aloanistheamountofmoneyaninstitutionlendstothepublicespeciallyaccountholders

developmentpurpose.

 Issuanceofforeignexchange

FinancialinstitutionsbuyandsellforeigncurrenciestothepubliceggBureaudechangeinstitutions

availforeigncurrenciestravelers,businessmenandforeignersinZambia.

 Banktransfers

Financialinstitutionshelpthepublictotransfermoneyfromthebanktoanotherthroughissuingof

bankdrafts.
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 Credittransfers

Financialinstitutionshelptheircustomerswhowishtosettleanumbersofcreditorsonlyone

cheque.Acustomerinneedofthisfacilityisrequiredtoprepareacreditslipshowingnamesof

peoplehe/shewishestopayandtheamounttobepaidtoeach.

 Standingorders

Astandingorderisawritteninstructionbytheaccountholdertothebankinstructingittopaya

specifiedamountofmoneytothespecifiedpersonforastatedperiodoftime.

 AutomatedTellerMachinefacility(ATM)

FinancialinstitutionslikecommercialbanksinstallATMsindifferentpartsofthecountryandissueout

ATMcardstotheircustomerstoeasetheirwithdrawingdepositingofmoney.

 DirectDebitorDirectwithdrawal

Adirectdebitisafinancialtransactioninwhichonepersonwithdrawsfundsfromanotherperson’s

bankaccount.Formelythepersonwhodirectlydrawsthefunds(payee)instructshis/herbanktocollect

(i.e.debit)anamountdirectlyfromanother’s(payer)bankaccountdesignatedbythepayerandpay

thosefundsintoabankaccountdesignatedbythepayee.

 Pointofsale(POS)Checkout

Thisisaplacewherearetailtransactioniscompleted.Itisapointatwhichacustomermakesa

paymenttothemerchantinexchangeforgoods
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.

 Chequefacility.Achequeisadocumentthatorderspaymentofmoneyfromabankaccount.

Thepersonwritingthecheque,thedrawerhasatransactionbankingaccountwherehis/her

moneyisheld.



(3)Identifytypesofaccountsofferedbyfinancialinstitutions.

Abankaccountisafinancialaccountbetweenabankcustomerandafinancialinstitution.

 Savingsaccount

Thisisatypeofanaccountnormallyofferedtolowincomeearnersorsmallsaverswhodonot

withdrawfrequently.Thisaccountallowanindividualtoaccumulateinterestontheamountsaved.

 Currentaccount

Thisisanaccountwithabankorbuildingsocietyfromwhichmoneymaybedrawnondemand.

Thecurrentaccountisnormallyofferedtobusinesspeopleandinstitutions.

 Depositaccount

Itisanaccountopenedwherebymoneystaysinthebankforagivenspecificperiodoftime



140

(usuallysixmonths).Beforetheperiodelapsesonecannotwithdrawmoneyfrombank.Itearnsa

veryhighrateofinterest.

 Saveasyouearnaccount

Thisisthetypeofanaccountwhereanindividualoragroupofpeopleremitaspecifiedamountof

moneymonthlyforaspecifiedperiodoftime(say3to5years)informofsavingthroughacherub

offagreementorbycashtootherrespectivefinancialinstitutions.

 InvestmentaccountAninvestmentaccountreferstoatypeoffinancialaccountthatcontains

adepositoffundsand/orsecuritiesthatisheldatafinancialinstitution.

(4)Identifytypesofdocumentsusedinbankinganddrawthem

 Bankstatement

Abankstatementisasummaryoffinancialtransactionswhichhaveoccurredoveragivenperiodof

timeonagivenbankaccountheldbyanindividualorbusinesswithafinancialinstitution.
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Pay-in-slipisaformavailableinbanksandisusedtodepositmoney

intoabankaccount.Eachpay-in-sliphasacounterfoilwhichisreturnedtothe

depositordulysealedandsignedbythebankofficial.Thissourcedocument

relatestobanktransactions.Itgivesdetailsregardingdate,accountnumber,

amountdeposited(incashorcheque)andnameoftheaccountholder
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.

Depositslip

Adepositslipisapre-printeddocumentmadeavailabletotheaccountholderbythefinancial

institutiontoenablehimputmoneyontohis/heraccount.Depositslipcanbeusedforbothcash

andcherubdeposit.
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Withdrawslip

Awithdrawslipisusedwhenyouneedtotakemoneyoutofyoursavingsaccountwithoutusinga

cheruboryourdebitcard.

ACTIVITY

Drawawithdrawalslipandfillintheinformationgivenbelow.

NameofAccountholder - MrGondweSydney

Amounttobewithdrawn - K500

Usethecurrentdate

Accountnumber - 02004102.
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Solution

WITHDRAWALSLIP

BRANCH:LusakaBranch Date:Currentdate[1/4]

DebitAccountName:GondweSydney[1/4]

Accountnumber:02004102[1/4]

Amountofwithdrawal(inwords)Fivehundred

Kwachaonly[1]

K500=[1/4]

GS

Authorizedsignature
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 Cheque

Achequeisadocumentthatordersapaymentofmoneyfromabankaccount.Thepersonwriting

thecheque,thedrawer,hasatransactionbankingaccountwherehe/hermoneyareheld.

Achequehasthreeparties,thatis

 Drawer

Apersonwhowritesoutacheque.Heistheowneroftheaccount.

 Payee

Itisapersonwhoreceivesacheque.Apayeeistheonetowhompaymentismade.

 Drawee

ThisisthebankwhichpaysoutthechequeforexampleZanaco
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ATMcardsareaplasticcardissuedbythebanktotheclientwhohasadepositaccountandwhich

theclientcanusetowithdrawanddepositcashatanATM.
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9.4 PERSONALFINANCIALMANAGEMENT

Explainpersonalfinancialmanagement

 Personalfinancialmanagementisthefinancialmanagementthatafamilyoranindividualis

requiredtodoinordertoobtainabudget,savemoney,andspendmonetaryresourcesovertime

consideringvariousfinancialrisksandfuturelifeevents.

Statemethodsofinvestment

Therearedifferentmethodsofinvestment,andtheseareasfollows;

i. Entrepreneurship

 Entrepreneurshipisthecapacityandwillingnesstodevelop,organizeandmanageabusiness

venture.

ii. Runningasmallbusiness

 Thisistherunningupofthebusinessbyonemanorwiththehelpofthefamilymembers.

iii. Farming

 Thisisabusinessofbeinginchargeofafarmorworkinginafarm.

 Itinvolvesrearinganimalsandplantingcrops.

iv. Bonds

 Thisiswheretheinvestorbuysabondwhichisadebtfromthecompanyorgeneralpublic.

 Thisusuallyhappenwhenthegovernmentorcompanywishestofinanceacapitalprojectand

theydon’thaveenoughresources.

 Acertificateisissuedwhenstockbondsareissuedwiththeamountthathasbeeninvested.

v. BuyingShares

 Thisinvolvespurchasingashare(astock)inacompany.

 Thisiscontributingtowardsthecapitalofthecompanyandbecomingashareholderofthat

companysothatonetakespartinthesharingofdividends.

Budgeting

 Abudgetisafinanceplanthatallocatesfutureincometowardsexpenses,savingsanddebt

repayment.

 Itisaplanonhowtoraiseandspendmoney.
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Describetypesofbudgeting

i. Individual(personal)Budget

 Itisdrawnbyanindividualtomeetcertaingoals.

 Ithelpstosavemoneyforspecificgoallikesavingmoneyfortraining.

ii. HomeBudget

 Itisallocatingacertainamountofmoneyinthemonthforbuyingitemneededtobeusedina

monthlikefood,clothingetc.

 Thebudgetwillhelptocontrolexpenditure.

iii. NationalBudget

 Thisisthegovernmentdocumentpresentgovernmentsproposedincomeandspendingforfiscal

year.

Explainthereasonsforbudgeting

Budgetispreparedforvariousreasonsandtheseareasfollows:

i. Controlmeasuring

 Abudgetisusedasameansofcontrollingrevenueandexpenditure.

ii. Guide

 Itactsasaguideintheimplementationofactivities.

iii. Transparency

 Itpromotestransparencyintheuseofresource.

Activity

1.Mentiononeexampleofabudget?

Answer:Individual

2.Fromthelistbelowidentifythreewaysoffinancingbusinesses

Wordlist

Savings,bankloans,soletraders,partnership,limitedcompany,leasing.

Answer:Savings,bankloan,leasing

3.From thelistbelowidentify,onewaynotrequiredforensuringgoodpersonalfinancial

management?

Wordlist

Answer:Excessiveborrowing

4. Buyingofsharesinacompanyisgoodexampleof……………………
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Answer:investment

5.Fromthefollowinginformation,preparethebudgetforBwale,forthemonthofJune2015.

Income Expenses

Salary K3,500.00

Rentreceived K2,200.00

GroceriesandfoodK4,000.00

Transport K300.00

Answer:MwewaPersonalbudgetforthemonthofJune2015

6.Usethewordlistbelowtofillinthemissingphraseinthefollowingstatements:

Wordlist

Share,guide,bonds,controlmeasure,transparency

(i) Abudgetactsasa……………onwhatandwhentospendinanorganization.

(ii) Thebudgetactsasa……………..inlimitingonunnecessaryexpenditureinanorganization.

(iii) Abudgetpromotes…………….Toenhanceopennessandhonestyinthemannerfinances

inanfinancesinanorganizationarebeingspent

Answer:(i)guide (ii)controlmeasure (iii)transparency

7.Studythefollowingtableandanswerthequestionbelow.

Item ZMW

Construction 1,200.00

Income Expenditure

Salary K3,500.00

Rentreceived K2,200.00

Totalincome K5,700.00

Balanceb/f

(surplus) K1,400.00

GroceriesandfoodK4,000.00

Transport K300.00
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Salariestoworkers

Agriculturalequipment

Pensionpayment

Governmentscholarships

Educationmaterials

9,000.00

5,200.00

10,900.00

7,500.00

6,750.00

(i) Whattypeofbudgetisthis?

(ii) Calculatethetotalamountallocatedtowardsinfrastructuredevelopmentandeducation.

Answer:(i)NationalBudget

(ii)12000+6,750.00=K18,750.00

9.5 FILING

Fillingistheprocessofsafekeepingrecordsinanorderlymannerandabletoretrievethemwhen

required.

Explaintheimportanceoffiling/reasonsforfiling

 Forfuturereference

 Forsecurityreasons

 Easyaccessibilityofinformationcontainedinpapersavailable

 Neatnessandtidiness

 Confidentiality

 Foreasyaccessibility

 Filingmakesiteasytodisposeoffuselessdocuments
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 Tohaveawrittendocument

Essentialsofagoodfillingsystem

Agoodfillingsystemmustbe:

 Simpletounderstandandoperate

 Economicaltoinstallandmaintain

 Expandabletomeetfutureneeds

 Compacttosavespace

 Quicktooperate

 Adaptabletomeetchangingneeds

 Securefromfire,theft,dampness,heat,etc.

 Accessibletothepeoplewhousetherecords

 Haveadocumentretentionperiod;thisisusuallyinfluencedbythecompanypolicy,storage

space availableandlegalrequirements.Somebusinessdocumentsarerequiredbylawtobe

keptforaspecifiednumberofyears.

1.Identifyfilingsystems

Therearetwofilingsystems:

1.Centralizedfiling

Acentralizedfilingsystemisoneinwhichtherecordsforseveralpeoplearestoredinonecentral
place.

Advantagesofacentralizedfilingsystem

 Uniformityoffilingisensured

 Atrainedpersonnelcanbeemployed
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 Supervisioniseasierandeffective

 Accesstofilescanbelimitedtofilingstaffsothatgreatercontroloffilemovementis

possiblefromdifferentdepartments.

 Thereisgreatersavingofstaffandequipment

Disadvantages

 Delaysinmakingfilesavailable

 Lackofadequateknowledgeaboutotherfiles

 Otherofficeworkersdependontheefficiencyofthefilingstafftolocateandretrievedocuments.

2.Departmental(decentralized)

Filingiswheneachdepartmentorsectionkeepstheirfiles.inthiscasefilingisdonewithineach

departmentanditisnotexposedtopeopleoutsidethedepartment.

Advantages

 Filesarereadilyavailable

 Codesforfilescanbeusedforeasyidentificationoffilese.g.-forpurchases,S-forsales,A-for

Auditing.

 Thefilingsystemisnotlargetherebymakingiteasytohandle.

 Thereisgreaterconfidentiality

 Departmentalstaffwillhaveabetterknowledgeoftheworkofthedepartment.

Disadvantages

 Supervisionofthefilesinthedepartmentisdifficultyasfilesarescatteredinalldepartments

 Itisexpensivetoaccommodatespaceandequipmentisnoteconomicallyusedaseach
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departmentrequiresitsownequipmentandfilingspace.

 Usuallyfilesarehandledbynon-qualifiedstaff.

(2)Identifythemethodsoffilingandstatetheiradvantagesanddisadvantages

 Alphabeticalfiling

Filesarearrangedinstrictalphabeticalorderjustlikewordsarearrangedinthedictionaryornames

inthetelephonedirectory.Theideaistolocatefileseasilywithinthefilingsystem.

Advantages

 Themethodissimpletounderstandsinceeveryoneknowsthealphabet

 Itisadirectfilingmethodhencenoneedforseparateindex

 Easyandquickaccesstodocuments

Disadvantages

 Thelargethefilingsystemthelongerittakestolocateaparticularfile

 Difficultymaybeexperiencedonlocatingfileswithcommonnames

 Difficultytoaccessandlocatespacerequirementforfutureexpansion

Rulesforalphabeticalfiling

Indexingunits

 Withimpersonalnames,thefirstindexingunitisthefirstwordthatdistinguishesthatbody

(organization)fromotherbodies.E.g.MunicipleCouncilofChipata.

Municipal-therearemanymunicipals

Councilof-therearemanytypesofcouncil
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Chipata-atleastinrelationtoMunicipals,Chipataisadistinguishingfeature

Thereforefileindexwillbeasfollow:

Chipata,Municipalcouncilof

Indexingpersonalnames

 Withpersonalnames,thesurnamecomesfirst.NatashaChibuyebecomesChibuyeNatashaand

WilliamBandabecomesBandaWilliamsinceBcomesbeforeThereforethearrangementwould

beasfollows:

BandaWilliam

ChibuyeNatasha

HyphenatedNames

WhereanameishyphenateditisusualtotreatthetwowordswhicharejoinedasoneunitEg

EdwardJohn-Lang,ChristineBon-Voyage

Bon-Voyage,Christine

John–langEdward

 Numericalfiling

Inthismethodfilesaregivennumbersandthenplacedinnumericalorder.itisparticularlyusefulin

storingcopiesofnumbereddocumentssuchasinvoicesandordersaandinhospitalsforfiling

patientscardsandinschoolsandcollegeswherestudentsaregivenexamination/studentnumbers.

Example:cardindex
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301-LundaziServicestation

302-Mfuwelodge

303-PetaukeSocialWelfare

304-StFrancisHospital

 Geographicalfiling

Thisisafilingmethodaccordingtoplacese.g.Town,Province,Country.Itiscommonlyused

bybusinessesthatemployagents.

 Chronologicalfiling

Thisisfilingdocumentsindateorder.Thissystemisusedwithinanotherfilingsystem.Documents

filedinthisorderassiststaffthatmayroughlyknowwhenaletterwaswrittenorwhenacontract

wassignedandcanusethatdatetoeasilylocatethedocument.

 Subjectfiling

Documentsarefiledaccordingtotheirsubjectmatter,andthenthesubjectsarefiledinalphabetical

order.

(3)Identifytypesoffilingequipmentandstatetheiradvantagesanddisadvantages

 Spikefile

Aspikelookslikeaverylargedrawingpin.Documentsarepushedoverthesharpspiketosecure

them.

Advantages

 Itisverysimpleandcanbeusedbyanyone

 Itisthecheapestmethodsinceitdoesnotrequireanyspecialmaterialandequipment

 Itdoesnotconsumealotofspacesincedocumentsarefiledontopoftheother.

 Itsavestimethereforeeasytoaccess.
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Disadvantages

 Documentsarenotprotectedfromfire,dust,waterandhazards

 Canonlybeusedinsmallandmediumscaleorganisations

 Onlyalimitednumberofdocumentsarefiledusingaspike.

 Thereisnosecurityasdocumentsontopcanbereadbyanyone

 Foronetousethedocumentsdown,allthedocumentsontopmustberemoved

 Flatfile

Aflatfileisusedtostoredocumentsanditemssuchasdrawings,paintingsandmaps,thatneedto

flat.

 Aboxfile

Itisusedtokeepallrelateddocumentstogether,isshapedandhasalidorcover.

 Averticalfilingcabinet

Filesarestoredindrawersinorderfromfronttoback,istallandnarrow.

 Alateralfiling

Alateralfilingcabinetiswiderandnarrowerandfilesarestoredsidebyside.

9.6 POSTANDTELECOMMUNICATIONSERVICES

TelemeansdistantCommunicationwhichisaprocessoftransmittinginformationfromoneperson

orfirmtoanother.CommunicationinZambiaisprovidedbytheZambiaTelecommunicationsand

theZambiaPostalServices.OthersareAirtel,MTN,andZamtel.
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Thepostoffice

Apostofficeisanationalorganizationresponsibleforcollectinganddeliveringlettersaswellas

offeringotherpostalservices

(1)Identifythepostalservicesanddescribetheiruses

 Mail

Mailreferstothelettersorpackagesconveyedordeliveredbyapostoffice.
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 Courierservice

Thisisaserviceprovidedbythepostofficewhichinvolvesfastdoortodoorlocalandinternational

pickupanddeliveryforhighvalueandurgentlyrequiredgoods.

(b)Giveexamplesofcompaniesthatprovidecourierservices;

-DHL

-Excessbaggage

-Postexpresscouriers

 PosteRestante
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Thephraseposterestantemeans“tobecalledfor”.Thisisaservicethatallowspeoplewithout

fixedaddressestoreceivemail.Itisusuallyusedbytravelerswhohavenofixedaddress.Such

peopleadvisetheirfriendsorcustomerstosendletterstothenearestpostoffice.

 Railex

Railexiswhenlettersandparcelsaresentthroughtherailwaysystem.Theaddressee(receiver)

mustgototherailwaystationtocollecttheirparcels.

 Expressmail

Expressmailservice(EMS)isacourierservicesuppliedbyZampost.Itoffersthequickestmethod
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bywhichtodeliveritemsdoor-door,bothlocallyandinternationally.Expressmailisusedtosend

urgentletters,documentsandparcels.

 Registeredmail

Registeredmailiswhenthepostofficeissuesthesenderareceiptforamailitemandthen

recordsthedestinationaddressinaregister.Itisusedforusedformailthatisvaluableor

important.

 Datapost

Anexpressserviceofferedbythepostalservicesthatensureaparcelreachesits

destinationeitheronthedayofpostageorthefollowingmorning.Itisanovernightdoor

todoorserviceforpackagesofanykindonadaily,weeklyormonthlybasis.
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 Parcels

Aparcelisaboxorlargeenvelopesentordeliveredtoaperson.Theycanbesent

anywhereinZambiaortoothercountriesusingpostalservices.

 Businessreplyservice

Businessesprepaythepostageonrepliessothatthecustomerdoesnothavetopayforthe

postage.
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 Cards

Standardsizecardsthathavenamesandaddressofreceiptaswellasashortmessage

 Circulars

Bulkpostingofidenticallettersordocumentsthataresenttoalargenumberofpeople.

Circularsseldomhavethenameandtheaddressofreceipt.

 Printedmatter

Printedmattercanbeanyprinteditem,forexampleadvertisement,mailorderformsand

catalogues.Thesearenotaddressedtospecificpeopleorbusinesses.Thebusinesspaysthe

postofficetoincludetheseitemswithalltheothermailbeingdeliveredorplacedinpost

boxes.

 Postalorder

Theseareprintedinfixeddenominationsandaresuitableforsendingsmallamountsof

money.Thesenderusuallypaysforthefacevalueofthepostalorderwithafeeknownas

poundagefortheservicerenderedorofferedtohimorher.

 Cashondelivery

Therecipientpaysforthemailbeforeheorshecanreceiveit.CODisusuallyforgoods
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purchasedonlineorbytelephone.

 Postboxesandprivatebags

Apostboxisametalboxwheremailsandparcelsareputforcollectionbythepostoffice.A

privatebagisalockedbagwheremailsandparcelsaredeliveredbythepostofficebelonging

tothecorrespondingaddresseeorreceiver.Afeeischargedforusingpostboxesandprivate

bags.

 Freepost

Thisisapostalservicewhereapersonsendsmailwithoutpayingforpostageandthe

recipientpaysthepostagewhencollectingthemail.

 Franking

Thisisaspecialmachinewhichprintspostalimpressionsontheenvelopesinreadinessfor

posting.Thepostageisprepaid.

Identifytelecommunicationservicesandtheiruses

 Telemeansdistantcommunication

Telecommunicationisthetransmissionofinformationaswords,soundsorimagesusually

overlongdistancesinformofsignals.

 Telephone

Thisisanelectricalsystemoftalkingtosomebodyinanotherplacebyspeakingthrough

specialdevicescalledtelephones.Telephonescanbemobileorfixed(landphones)
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 Telex

Typedmessagesthataresentusingateleprinter,whichisacombinationofatypewriterand

telephone.

 Telegram

Veryshortmessagesentfromthepostoffice.Thecostiscalculatedperwordused.The

recipientreceivestheprintedmessagefromthenearestpostoffice.

 Phonograms

Thisisatelegramsentbytelephone.

 RadioMassagers

Asmalldevicethatconnectstoacentralserver.itisusedbyemergencyservices,suchas

doctorsandmembersofthepoliceandarmy.
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 Facsimile

Typedorhandwrittendocument,messageorphotosentbyonefaxmachinetoanother.Both

mustbeswitchedontosendandreceive.Themachineisconnectedtoatelephonelineor

service.

 Internet

Worldwidenetworkofcomputersystemtoexchangeinformation.Acomputer,laptop,ipad,

mobilephoneisneededtoaccesstheinternet.

9.7 COMMONLYUSEDABBREVIATIONS

Therearevariousbusinessabbreviationsandsomeofthemareasfollows;

A/Cora/c Account

Bal Balance

B/d Broughtdown

B/f Broughtforward

C.I.A Cashagainstinvoice

C.W.O Cashwithorder

c/d Carrieddown

c/forc.f carriedforward

Chq Cheque

Co. Company

B/R BillsReceivable
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C/B Creditbalance

.cc Carboncopy

Cr CreditororCredit

Dr Debtorordebit

.c/o Careof

COD Cashondelivery

Dept. Department

Dis Discount

D/N DebitNote

E&O.E Errorsandexemptions

e.g. Forexample(latin,Exempligratia)

EPost ElectronicPost

E-mail Electronicmail

FYI Foryourinformation

FYA Foryouraction

GDP Grossdomesticproduct

GNI Grossnationalincome

HQ Headquarters

ie thatis

IOU Ioweyou

LAN Localareanetwork

Ltd Limited
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MEMO Memorandum

O/D overdraft

PABX PrivateAutomaticBranchExchange

PAYE Payasyouearn

P.B. PrivateBag

UFS UnderFlyingSeal

PBX PrivateBranchExchange

PIN Personalidentificationnumber

POS Pointofsale

Ref reference

REG Registration

Encls Enclosure

SMS ShortMessage

Std Standard

VAT Valueaddedtax

Viz namely

9.8 ENTREPRENUERSHIP

Entrepreneurship isthewillingnesstotakerisksanddevelop,organizeandmanageabusiness

ventureinacompetitiveglobalmarketplacethatisconstantlyevolving.Entrepreneurs arepioneers,
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innovators,leadersandinventors.Entrepreneurshipiscommonlyviewedasasignificantstimulusof

positiveoutcomesatboththefirmlevelandthesocietylevel.

Describeabusinessmanagementsheet

Abusinessmanagementistheplan,coordinationandcontrollingofvariousbusinessaspects.The

mainreasonwhyorganisationsfailespeciallysmallorganizationsispoororbadmanagement.

Thereforeamanagementsheetisaplanorguidelineofhowmanagementwillrunthebusinessand

achieveitssetgoalsasthebusinessgrows.

Fillinginthebusinessmanagementsheet

BusinessManagementSheet

SN Activity Descriptionofwork Personresponsible Department

1 Financial

control

Managing business incomes and

expenditure

Financemanager Accounts

dept.

2 Production

ofgoods

Ensuring that goods and services

producedareofgoodquality

ProductionmanagerProduction

dept.

3 Quality

control

Ensuring production ofhigh quality

throughmonitoringandsupervisingthe

productionprocess

Qualitycontroller Quality

controldept.

4 Stock

control

Ensuring thatthe rightquality and

quantityofstockrequiredismaintainedin

thebusinessatlowcost

Storesmanager Inventory

and stores

dept.

5 Marketing Identifycustomers,settingprices,making

productsavailable.

Marketingmanager Marketing

dept.

6 banking Ensuringthatallbusinesscashisbanked Financialmanager Accounts

dept.

ExplainwaysofManagingBusinessFinances
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Financialmanagementistheprocessofenergisingthebookkeepingandaccountingsystemofthe

businesstoworkmoresuccessfully.Agoodfinancialsystemmakesyoutoknowhowyourbusiness

isdoingfinancially.

 Financialcontrol

 Banking

 AvoidtoomuchinvestmentinFixedassets

ExplainthebasicfinancialRecords

Financialrecordsareanimportantaspecttomaintainastheyhelpyouintheverificationof

financialstatementsandreports.itisimportantthatyouhireanindependentauditortocomeand

checkyourrecords.

Statereasonsfordissolvingcompanies.

 Dissolutionofacompanymeansthecancellationofitsoperationsandtheterminationof

itscorporationforbusinesspurposeandconsequentlytheterminationofanyobligationto

paytaxesasacorporateentity.

 Acompanymaybedissolvedeithervoluntaryorinvoluntary

 Voluntary–thisiswhereacompanyisdissolvedbecausetheownerssowish.

 Involuntary–whereacompanyhasbecomeinoperativeforaperiodofatleast5years.

 Whenacompanyisdeclaredbankrupt

 Thefailurebythecompanytofiletherequiredreportsinappropriateformsasprescribed

istheSECwithinprescribedperiods.

 Apartfromvoluntarydissolution,acorporationmayalsobedissolvedbytheSecurities

andExchangeCommission(SEC)uponfilingaverifiedcomplaintandofferproper

noticeandhearingongroundsprovidedbytheexistinglaws,rulesandregulations.
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