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Instructions
| This paper consists of seven (7) questions in sections A and B.
2. Answer three (3) questions from section A and two (2) questions from section B.
1. Each question carmes twenty (20) marks
4. Workings must be shown clearly and submitted,
5. Non programmable calculators may be used
6. Cellular phones are not allowed  the examination room,

7. Write your Examination Number on every page of your answer booklet(s).
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SECTION A (60 Marks)
Answer three (3) questions from this section.

i Brieflv explain the following accounting terms.,
(a) Investon
(h) Transactions
(¢y Liatnhities
{d) Prepard expenses
(¢) Drawings

Y (&) Pachoto Limited is a family-controlled company which operates a chain of retail
outlets specialising in motor spares and ACCESSOTICS,

Branch stocks are purchased by a centralised purchasing function 'in order to ob!gm the
best terms from supphiers. A 10 per cent handling charge is applied by head ofﬁcc‘ to
the cost of the purchases, and branches are expected (o add 25 per cent to the rcs_mllmg
figure 1o armmve at normal selling prices. Although branch managers are authorised to
reduce normal prices 0 special sitnations, the elfect of such reductions must be

notified 10 head offe

On 1" Apnl, 2012, a new branch was established at Mwanza. The following details
have been recorded for the year ending 31% March, 2013:

Sh.
Purchase cost to head office of stock transferred to Mwanza 824 000
Mwanza branch sales: Cash 899 400
Credit 18,700
Stocks transferred from Mwanza to other branches, at normal
selling pnces 33,000
%_, Authorised reductions from normal selling prices during the year 22500

All records in respect of branch activities are maintained at head office, and the branch
profit margin is dealt with through a branch stock adjustment account.

From the information given above:

(1) Prepare the branch stock account at selling prices.

(11)  Prepare the branch stock adjustment account,

(111) Prepare a statement which shows the stock difference. ‘

(1v) List four possible reasons for the stock difference revealed when a physical

stocking at the Mwanza branch on 31% March, 2013 showed stock valued at
selling prices amounting to sh, 148 500, s et e
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- m MW a trial balance in the books of M Majaliwa wmﬁf&ia w0

m_‘m_m enits 1 Pare Grafl income stasement for the year ending 31 May,

N2 which results in a net profit of sh. 50.000. Later he attempts to find the errors
which had caused the diff ‘

erence, Investigations reveal the following:

i. Sales day book was under cast by sh, 100,000,

<. Discount received of sh, 10,800 from Dandu supplies, has been correctly entered
in the cash book but has not been posted to the account of Dandu supplies.

3. Purchases day book has been under cast by sh. 58,500,

4. Sh. 22000 received from a debtor had been debited to his account.

5 Discount allowed, sh. 2000 have been posted to the credit side of discounts

received account,

6. The cost of new equipment sh. 120,000 had been debited to the repairs account.

Using the above details
(1)  Pass journal entries 1o corredt the above errors
(11)

Prepare suspense account duly balanced.

(8) A firm had the following balances on 1™ January, 2012,
Provisson for bad deivs

25,000
Proviston for discount on debtors 12,000
Provasion for discount on creditons 10,000

During the vear bad debts amounted o sh. 20,000, discount allowed were sh. 1,000
and discount received were sh. 2,000, During 2013 bad debts amounting to sh. 10,000

were wiitten off while discount allowed and received were sh. 20,000 and sh. 5,000
respectively.

Total debtors on 31" December, 2012 were sh. 480,000 before writing off bad debts
but after writing off discounts. On 3 1" December, 2013 ﬂ}e amount of debtors were sh.
190 000 after writing off the bad debts but before allowtmg discounts. Total creditors
on these two dates were sh. 200,000 and 250,000 respectively.

It is the firm’s policy to maintain a provision of 5% against bad and doubtful debts and
*‘": for .die,coém on debtors and a provision of 3% for discount on creditors.

sing the information provided prepare:
::)i Pgi'misiun for bad and doubtful debts account.
(h) Provision for discount on debtfxs account,
() Provision for discount on creditors account,




1" April, 2012 Komba L1 purchased 10000 ordinary shares of sh. wfm mﬂ ‘
in Mbawala 149 at @ cost of sh 205000 During the year the folloy
- On 1" Seprember, 2012 Mbawala Ltd declared and paid a dividend of 15% on its
| shares for the year ending 30™ June, 2012, !
(1 On 1" October, 2012 Mbawala Lid gives its eight members the right to subscribe
for one ordinary share for every cight held on 1™ November, 2012, at a price of
sh. 15 per share payable in full on application. :
t) On 15" November, 2012 Komba Ltd purchased for sh. 4 per share the right of
another sharcholder in Mbawala Ltd to subscribe for 750 shares under the right
1550,
(iv) On 30" November, 2012 Komba Ltd applied and paid for all the shares in
Mbawala Lid 1o which it was then entitled.

(v)  On 8% September, 2013 Mbawala Lid declared and paid a dividend for the year
ended 307 June, 2013, of 15% on all ordinar

(‘i}

e y shares including those issued in
(vi) 3:1 1™ October, 2013 Komba Lid sold 4.500 ordinary shares in Mbawala Ltd for
sh. 98 750

(vil) The accounting year of Komba Lid ends on 31" December,

(vii)) Komba Lid does not make apportionments of dividend received or receivable
When pant of a holding of shares is sold. it is practice of this compén to
g‘;}a‘ul:ﬂ; the cost of the shares sold as an appropriate part of the average mg; of
all the shares held at the date of the sale.

From the information given sbove, show the investment account in the i
Komba Lid for the two years ending 31¥ December, 2012 and 201 3 brin

balance at the end of each year, #I08 down the
4. (a) Three of the sccounts in the ledger of Goodluck indicated the following balances at 1
January, 2012:
Sh.
Insurance paid in advance 56,200
Wages outstanding 30,600
Rent receivable, received in advance 3,600

Transactions made by Goodluck during the year:

Paid for insurance sh. 101,900 by bank standing order
Paid sh. 1,500,000 wages in cash
Received sh. 260 000 rent, by cheque from the tenant, :

receivable in arrears was sh. mm and rent mwediagdwmwm

At 31 December, 2012, insurance prepaid was sh. 34,500. On the same da W
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1,400,000
4,000,000
1,500,000
960,000
1,300,000
850,000
420,000
3,200,000

um of January were as follows:

mwﬁmmmm for office use
| - goods from Mgomvi Manundu sh. 250,000 on credit
Bmm stationery sh. 36,000 in cash

Received cheque sh. 940,000 from Riziki Mapengo in full settlement
3& sh, 20000 cash discount
T b Sold goods 1o Mashamba Yazimbabwe sh. 1,400,000 on credit
14 Paid salanies sh. 80,000 in cash
15  Paid Kupata Majaliwa sh. 600,000 by cheque on account
16 Returned goods worth sh. 30,000 w Mgomvi Manundu and received a
credit note

office equipment sh. 145,000 on credit from Patel Brothers

Wﬂ pobmhmd receiving sh. 1,250,000 cash and sh. 5,000 000
by cheque

« m Wsh 130,000 in cash
sy 370,000 from the bank for personal use

_ wma 1601!)011! cash and salaries sh.180,000 by cheque.

and Creditors” Ledger as well as Cash
W to the Debtors’




Capital
Add: Net profit 10,000

Loox: Diawvings A0 42000 7000

Curremt Liabalities

Creditors .—5&

Jsing the above information, calculate the following ratios:
(1) Gross profit as 2 percentage of sales
(1)  Net profit 2s 2 percentage of sales -
(ili) Gross profit as & percentage of purchases s
(iv) Expenses as 2 percentage of sales ¥
iv) Stock umove ratio _
(vi) Rate of retum of net m i) ol
aocount for this pum,‘:(; b Gapi‘lal W‘Plﬁwd (mm

(vil) Current ratio i

(viil) Acid test ratio

(ix) Debtor's sales ratio A
(x) Creditor's purchases ratio, 1





