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Instructions
1. Answer Question One (Compulsory) and ANY other 2 questions
2. Candidates are advised note to write on the question paper
3. Candidates must hand in their answer booklets to the invigilator while in the examination room




QUESTION ONE
(a) Define partnership as used in accounting and discuss the modes of dissolution of partnership.
                                       (7 Marks)
(b) Goods are sent to Branch at 25% profit on cost. Prepare necessary accounts in the Head office Books from the following:
                                                                                                                               KSH
 Opening stock at Branch at cost of Branch                                                 10,000
Goods sent to Branch at invoice price                                                           40,000
Loss in transit at invoice price                                                                           5,000
Pilferage at invoice price                                                                                    2,000
Normal Loss at invoice price                                                                              1,000
Closing stock at cost to Branch                                                                         12,000
Sales                                                                                                                       60,000
Expenses                                                                                                                  8,000
Ksh.3, 000 was recovered from insurance company against Loss in transit. 	(10 Marks)
(c) Explain the methods of conversion of currencies used in Branch accounting.	(8 Marks)
(d) 500 Units have been sold for ksh.75, 000.Commission is payable at Ksh 6 per unit sold plus 10% of the excess of sale proceeds less all commission over sales calculated at ksh 100 per unit. Calculate Total Commission payable.						 (5 Marks)







QUESTION TWO
(a) A and B and share profit and losses as 3:2.their capital balances were Ksh. 30,000 and ksh. 50,000 respectively. Salary was drawn by A and B Ksh.6, 000 and ksh.3, 000 respectively.6% interest is payable on capital. Total profit for the year was ksh.31, 000.In addition to salary A drew ksh.2, 000 and B ksh.13, 500.
   Required
       Show profit and loss appropriation account and capital accounts under (i) Fluctuating capital system and (b) Fixed Capital system.                                                                         (14 Marks)
    
(b) Write short notes on the following accounting terms:-
       (i) Bills of Exchange                                                                                                 (3 Marks)
       (ii) Promissory notes                                                                                               (3 Marks)
QUESTION THREE
(a) Ideal Enterprises have their Head office in Nairobi and a branch in Meru.The following information relates to the year ended 31st December 2006,regarding the transactions between Head office and branch:-
                                                                                                      Head office                             Branch        
                                                                                                    DR:                  CR:               DR:                       CR: 
       Goods sent to Branch                                                                         150,000
        Goods Received by Branch                                                                                        140,000
       Cash sent to Head office                                                                                             130,000
      Cash Received from Branch                                                                125,000]\
       Branch Current Account                                           25,000
        Head office Current account                                                                                                                  25,000
       Branch Profit for the year                                                                                                                        40,000
 Required
 Prepare the following accounts for the year ended 31st December 2006.
 (a) Branch Current Accounts     (b) Head office Current Account.			 (10 Marks)
(b) Define Good will as used in accounting and discuss in details the methods used in its valuation. 										(10 Marks)
QUESTION FOUR
(a) X draws two bills on Y for Ksh.5, 000 and Ksh.10, 000 payable on 1/ 4 and 30/6 respectively. On 15th of March Y approaches X and requests for renewal of ksh.5, 000 bill and a fresh bill for ksh.5, 100 is drawn payable after Two Months. This is honoured on Due date. But on 25/5 Y approaches X once again and pays ksh.3, 000 cash and accepts a fresh bill for ksh.7, 100 payable one month after.
 Y is declared insolvent before the new bill matures and a dividend of 50 cents per shilling is received from his estate after 6 Months as final dividend.
  Pass Entries in the Books of X. 							(10 Marks)
(b) What are the main advantages of departmental accounts? List the common bases of apportioning expenses among the departments.					 (10 Marks)
QUESTION FIVE
(a)Consignment goods (80 Units) were sold for ksh 50,000, out of which ksh.500 proved bad debts. Consignee is paid 5% commission and 2% Del credre commission. In addition, Consignee is entitled to 10% on such actual sales as exceeds proceeds sale at ksh.500 per unit.
  Show Journal Entries in the books of Consignor and consignee for the above transaction. 												(8 Marks)
(b) Briefly explain the rule in Garner V.Murray (1903). 				(7 Marks)
(c) Explain clearly the treatment of Undisclosed assets and Liabilities in partnership Accounting.												(5 Marks)
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