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KASNEB

CS PART | SECTION 2
CICT PART 1 SECTION 2
CCP PART I SECTION 2
PRINCIPLES OF ACCOUNTING
WEDNESDAY: 25 May 2016, Time Allowed: 3 hours.
Answer ALL questions. Marks allocared to cach question :mshuwn:t the emd of the question, Show ALL your workings.

QUESTION ONE
The following trial balence was extracted from the books of Judi Ltd, as at 31 March 2016:

Sh. =g Sh.-po0™
Crrdimary shares of Sh.20 each. B, 000
10%s preference shares of Shoi0 each, 20,004
1% debentures 2000
Share prermium £ oo
Trade receivables and irade paiables 0,000 40,000
Purchases and sales E50.000 1032400
Driscounts allowed and discounis received 200 2:500
Buildings a1 cost | 00
Acumulated depreciation (1 April 201 5) [ 43, {HMH
Motor vehicles at cost 40, (W)
Accumuloted depreciation (1 Apeil 2015) |5, (KH)
Fixtures and finings at cost Bk, T
Accumulnted depreciation {1 April 2015) 20,000
Inventary (1 April 2015) 40,000
Retirns cutward 000
Selling and distribation expenses 32.500
Salanes and wages )
Adminisirative expenses 12, B0
Bad debiz written off 31101
Allewance for doubtful debts (1 April 2015} 3,304
Cash in hand B @ (L]
Bank overdraft 5,800
Betained eamings {1 Aprii 2015) 35,504
Diehentures interesi .00 ¥
1,300,400 1.200.400

Additional information:

i foveniory as o1 31 March 2016 was valued ar Sh %5 (00,0040,

Selling and distribution expenses prepaid as at 31 March 2016 amounted to Sh.Z_S00.(04040.

I'he company's directors propesed the following:

#  Preference share dividend be paid.

= A dividend of 10% on the ordinary shares be paid.

*  Auditors to be paid 5h.5,200.000,

»  Transfer of $h.27,000,000 1o the general reserve.

4, Dieprecution per-annum is 1o be provided on cost as follows;
Buildings 2% iy
Fixtures and fittings 10%
Mudar vehicles 15%

1y Adminisiralive expenses acorued as at 31 March 2006 amounted to Sh.2, 208,000,

. The trade receivables inchede Shos 000,000 owed by a customer whao has been declared insolvent, 18 his been decided
fo write off the debt,

7 The allownnoe for doubtful debis is to be adjusted 1o 3% of rrade recebvables 3z w1 31 March 2016,

e Bd
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)

Required:

la}

by

Incomme statement for the year ended 31 March 2016, i 1 maeks )

Statement of financlal position as st 31 March 20146, {00 ks
{ Funal: 20 marksh

QUESTION TWO

lal

bk

Fohn Mango operstes a sole proprictorship business and makes most of his payments and receips ihrough-the bank.
The summary of the cash book bank colums For the month of April 2006 wis provided by the accountam s follows:
HBank nccomnt

Shu{Wn" She=00™
Balance bid 1k Toaal pasanents 33,480
l'ofal recelpts 2o B2
Balance of el =
33,480 13450
Athorough seruting of the records revealed the Following
I A dividend cheque of Sh.i 13,400 paid into the business had not been entered in the s book,
Ly Cheque payments totalling to Sh, 2,940,000 had beon cotéred in the cash ook but the ehiequies had not bieen
presented ot the bank by 30 Apeil 2016,
& The balance on the bank statement as ar 3 April 2016 was Sk ET1AMD less than the bakince showin in the
bank accoont abve,
4 A dheque payment 1o 3 supplier for Sh.751,200 was incorrectly entered into the accoumting record as o

reept,

Bank charges of Sh. 1500 were included in the bank statement but were not recorded in the-gash hiok,

A standing order of Sh.267,000 in respect of a hire purchase agreeiment was processed through the bank on

25 April 2016 but had not been entered in the accounting record.

7. Cheques totalling $h 7,050.000 had been catered in the cash book an 29 April 2016 and paid into the bank o
the same day but had not been credited as n receipt in the bank stamemeat.

LA

Reqaired:
(i An updated cash book as ag 30 April 2016, (& marksi
(iE) A bank reconciliation statement as at 30 April 2016, 4 amarky)

The following information relate 1o Hegl group of companics foe the vear ended 30 Apeil 2016

Hegl L. Sewi Lid,

Shomog™ bt Tk L1111
Revenue 2060 (RiCH]
Cost of sales L2606 i
Giross profit CET] 400
Administrativi expenses [ 11 {50
Mstribution expenes { B0 {250}
Dividends received from Sexi Lid, A e
Profit before tax T i
Taxation expense (131 {2
Profit for the vear fed &0

Additional information:
I The issued share capital of the group was as follows:
Hegi Lad: 5.000,000 ordinary shiures of Sh. 10 cach
Segi Lid: 1.000,000 ordinary shares of Sh, 10 each.
2. Hegs Ltd purchased 30% of the issued share capital of Sepi Lid. in the year 2009, Af tha Hime, e retained
profits of Segi Lid. amounted to Sh.56 00K,

Required:
Group consolidated income stateiment for the vear ended 30 April 20046, (b s s
i Total: 20 marks)
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QUESTION THREE
The following balances were extracied from the books of Lenga Led. for the vear énded 31 March 2014,

sh.cnpoT

Land and buildings [ R
Pl at oo SH0_000
CHifice cquipment at cost 150000
Inventores {1 April 2015

Kaw matenials S0

Work-in-progress e

Finished goods 16570
Purchases of raw marerialy [ 30, 8T8
Carmiage of riw siseriils g2
Production wagzes 168,416
Liflice safaries b B3 .
Dripect expenses 2,0k
Rt exponse LR IH]
CHilice efeciricity B.g40
Snlies BT 24
Factor eleoirigiy 16,240
Deprecintion expenses for the vepr,

Flani 2 A

CHTice wiuipmeil M

Additional infermation:
L Rent is fo b apportioned as follows: Faciory . 75%

OfTice 5%
2 Inventories were valued on 31 March 2046 as follows:
=h. 0

Foawe patizraals A4 Bl

Wirk-in-progress 52,200

Finizhed goods 57.0E0
R red:
Manufacturing sccount and income statement for the venr ended 31 March 20146, 120 marks)
QUESTION FOUR
{i) {i] Explain the rerm “accounting standards”, (2 marks)

i Justify three reasons why professional sccounting bodies issue nceounting standards. 16 marks)
(L] The income stivement Tor Jikaee Lid, for the vear ended 31 Becomber 2005 and statements of Tinancial pesibion s

1t Pecembier 2004 and 31 December 20025 wire a5 Tollows:

Imcome statement fe the vear ended 31 Docember 2005:

Sh.nop” S, b0

Sales 7in
Raw materials consumed 70

Staft cosis 04

Drepreciation ilg

Luss on disposal of non-tlirrent asset i5 3y
Operating profil 424
Indcrizss payahle el
Profit before fax 32
Taxation 124
Frrofii for ihe yeor 268
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Siatement of financial position as at 31 December:
s 2014
Sy, T Sh. 000"
Non-current assela:

Cost 1.596 1,560

Depreciation {2185 (224}
LE78 13340

Curvent asseis:

Inventory 24 X0

Trade recelvables Fl 58

Bank AR _5h
148 134
L4236 FEFL

Finunced by:

Equity: =

Share capital 360 340

Share prermiem 36 24

Retained eamings s [ 4
L112 478

Mon-corrent liabilities:

Long-term loains J4HD 00

Current abilifies:

Tende payables 7. fi

Taxation 2 ha
AL 2
LA28 1470

During the venr, the company paid Sh900KH for a new pece of mochinery and paid dividends amounting to

Bh.Go (4,

Required:

Statement of cash flow in accordance with the requirements of Imternational Accountmy Standards (1AS) T

“eraferment of cash fows™ fior the vear ended 31 December 213,

QUESTION FIVE

a) Distinguish the following accounting concepts:
(i} Frudence and realisatan.
Lii} Historieal cost and money mensurament

it Explain three benefits of operating 3 computerised accounting system,

] Explain the role of the following in the context of public seclor accounting:

{i] The Publiz Accounts Commiiiee.

{ii] The Auditor General,

{12 marks)
{Total 20 marks)

{4 marks)
14 marks}

{6 marks )

13 maarks)

(3 marks)
(Total: 20 marks)
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