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KASNEB

CS PART | SECTION 2
CHCT PART I SECTIONZ
CCPPART 1 SECTHON 2
PRINCIPLES OF ACCOUNTING
WEDMESDAY: 24 Muy 2007, Time Allowed: X howrs,
Answer ALL guestions. Marks allocated to cach guestion sre shown nt the enff of the question. Show ALL your workings,

QUESTION ONE
The Followiniz tmal baksinee lsis been extracicd from the books of GT Lid. s 30 March 2007

Sh.= 00 ShtnogT
Inventory as af | April 20006:
Raw materials GG
Work-in-prisress 401,000
Finished gopds 140,000
Siiles [ £
Parchases of rew materials FO0.n00
Factory wages 8200
Elzctriciiy 18.000
Factory fuel 161 060
Tmsiarmese 24,000
Warer L]
CH it salories 42,0010
A lNpwwance For. doobifl debis L
Trade receivables and trade pavables 210,000 LR R L
Bank halancs 122000
Caxly halance 5,006
COimipULer equipment 420,000
Land {al costh B 1,000
Factory building (&t cost) 240,000
Factary plant {uf cost) | §hk, D1IER
Sl vehicled (a1 cost) T2.008
Accomulated depreciation {1 Apeil 20063
Comnpaler cquipmien TOA00
Factory huildimg S
Factory plont ZE000
Wiotar veliecles 15000
[ 4%% loan stock 400, H08
Loan stock interes pad 26,000
[scount received 45000
Inviesimend I8, (k)
lvesaniend isece T.200
Oirdinary share of Sh. 1M each 4000
it prefesence sharesof 5550 each 2a000
Retained profivd] April 2006) £ —3E0.000
Jo L L 2R S A0 200
Aclditional inlformaliom:
ki Inventory as-at 3 | March 200 7:
Sh.enoe™
Raw miaterials AT
Work-im-progress b (e
Finished ooods 14, KR

7 Elecincity accruing ax al 31 March 27 amounted 050 4,000,000 while prepoid insurance amounted to Sh. 600, 000
ot the same dote.
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Alowance for doubafol debis s 1o be maimainedzt 3% of the trade receivables.
Depreciation is 1o be provided on cost ps foliows:

Assed Hute per anmum { %)
Frctory building 4
Factory plant [
Motor vehicle 0
Complber equipment 1
Expenses ane 1o be appodioned as follows)
Faciory OifTice

Electricity Hil4% 20%
Insurance: 6 b
Depreciation: Molor vehicles - = 005

Compiter Bguipment  T5% 2550
\Water 50%% 2%
Corporation tax o be provided at 5h, 030 million,
The company's directors proposed the following:
#  Preforence share dividend be paid.
- A dividend of Sh, 18 per share on ordinary shares be paid.
With effect From | Apeil 2006, finished goods were transferred (o the warchouse ot 0 marksup of 20,

Required:

La)

(B

Manufacturing aceount For the yvear ended 31 March 20017, {10 marks)

Imepmie statement for the year ended 31 March 200 7, {10 marks)
{Total 20 marks)

CUESTIONS TWO

{a)

(b}

Dreseribe four users of accounting information ond their needs {8 inarks)

O 30 March 2017, Zoether Lid, received their bank statement for the month of March 20107, The statement showsd o
vredit balance of Sh.713, 100 whife the cash book {bank column) had a credat bakance ol Sh, 7o 8(H),

The following discrepancics between the cash book and bank statcment were ohsgrved:

1. Standing order for loan repoyment amounting 1o Sh.65, 100 was effected by the bank and not in the cash book.

a The baink had erroneowsly credited 2gether Lid, s accownt with Sh,2 10,000 (e belonged 1o anotiwr bank
customer,

* e of the cheques issaed 10 @ supplice by Zgether Lid. for Sh40.200 wis nol honoured by the bank.

4, Acheque for Sh, 150,008 issued 0 an agent o develop a website for the company was not collected as the agent
wiars ol licensed to develop websites,

e Zgether Lid. received dividends amounfing to 5h.52500 direcily W oits bank account,

fs. Acchegue received From a debior for Sh 31,500 and deposited in the seeount was dishonoured as the debror bsd
been declared bankrupt,

7. 1t wazs noted thal the sccounts clerk had entered a receipt of Sh. 1 27,504 as a prepayment,

a. Asat 31 March 2007, the unpresented chegques amounted to ShoA02 0660 while cheques nog credited amounted to
Sho 172,500,

9. Direct deposits made o Jgether Lid,'s bank sccount via electronic fund transfer amounted 1o Sh, 31,500,

10, The bank charges amounied 1o 5,22, 200,

1. It was discovered that the closing balance on 31 March 20017 in the cosh book vwas understated by Shopi (4

Reoubred:
(i) Adjusted cash book a5 a1 31 March 2087 {# aarks)
(i} Bank reconciliation statement as-at 31 March 2007 (4 marks)y

{Total; 20 marks)
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QUESTION THREE

(a)
i+

[}

Deseribe the two acceptnble methods of imventory valuation,

(4 muirks)

The following fnancial starements were exiracted from the books of Prdence Ltd, on 31 March:

Imgome sintement
Sales fall on eredit)
Cost ol sales

{rross profit
Operafing expenses
Ifterest

Profit betorg fux
Corporsion tax
Profit afler tnx

Statement of inancial posifion
Nop-current pssets:

Land and buildings

Muotor vehicles

Equipmant

Currenl assens:

Invenory

Apcounts receivable

Bank balance

Total asseis

Equity and linbilities:
Oirdinzry shores of Shoi00 cach
Ahare premium

Ciemieral regerves

Retained carmings

1% Loan siock

Current lHabilities:
Accounts pavable
Corporalion Lax

Interest

Drviddend

Tortnd equity and liabilities

Acditionnl information:

216
Sh. 000"
1,
(000

4.400
(2,70
L300

LR EE

300y
il K

2016
Sh. 0o

4000
RO
2470

1R00
2400
L4800
17,870

G000
Lung
1600

70
3.000

3,000
300
0

500

17,870

7

S S{HED™
12 (el
G0y
5 AlHy
(3,680
{40
[
)
RS

m7
S, =HE

4 (M0
5,000
4317

A4, ()

3,400
2573
13,390

B e
< Wb
(L

604
ERLH

4.0
BRIt
400
RERL

PR

I As ol 31 March 2005, closing inventory, was vilued ab Shod G, 004,

ry Agsmme & vear has 360 days

Required:

Compute the fellowing rotios For the vear ended 21 March 2006 and-3 1 March 201 T

{i} Giross profit margin,
(i) Mel profit margin.

(iiiy  Return on copital emploved.

i) Current ratio
ivl  Cheick (acid test) ratio
(vl lmwentory tuengwver,

(2 mkrks)
{2 marks)
(3 snurks)
2 marks)
{2 marks)

(2 marks})

Using the ratios calcubated in (B) 0) w@ (b)) (vi) above, comment on the trend of profitnbility and lguidity (4 marks}

QUESTION FOLR
In the context of public sector accounting, explain the following termes:

(i}

{i} Public sector utilities.

{0} Appropriation-in-Add,

{Toal; 20 marks)

{2 marks)
{3 manrks)
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(b}

{isi} - Fund accounting

(v - Capatal progject fund,

{2 marks)

(2 marks)

I L1d. scquired 80% of the ordinary shares of S Lrd.on | July 2014, The following are the. statements of comprehensive
imcanie for theyear ended 31 December 2006;

Revenue

Costof sles

Ciross profil

Inastment dnconte (From 5 11}

Expenses

Imome X expenscs
Met profil for the vear

MAaddithonnl inTormation:

P Lud.
Sl 0™
F50,M
(223 500
F27.500
Eis )
L4400
i

9700
_L21500)
_S7.500

5 Lid.,
Sh.H00™
235 (W
(162.600)
72,400

-

T2 Ak

| ﬁﬂliﬂm

22 (WM}

— L3600
_ kA0

I O 30 December 20 00, P Lid. sodd goods o 5 Lid, a0 5605 50400000, The goods had cost P Lad. Shed, 200000

5 Lad: received and recorded the good=on 3 Janunry 2017, :
. O 31 December 2006, P Lud s progedy, plamt and equipment was evalued from Sh3E million o Sho40

imillica.
3 Al items in the above income stirlements except mvestment income are deemed 1o accrue evenly over the year.
Required:
Cieoup consolidated statement of comprnthensive incoae for the wear ended 31 Decomber 2016, (12 marks}
{Fotal: 2 marks)
QUESTION FIVE
(] Explain three erroes which could be dhiselosad by awnal balanze. (6 rarks)
(b e Follewing 19 e neeeipis and payvimens gecount for Sefi Welfare Clob as af 30 Aprlb 200 7
Heceipis Sho i Paymienis S0
Cushi i bank f250 Salarizs 1,350
Subseriptions 5250 Office expenses 25
Aumeal dinner veceipis 20 Annual dinner expenses i=0
[Monations 2,250 Oither expenses 200
[hvidends on shares 250 Telephone expenscs 30
Shares purchased 7.500
Frosszge X0
Plenl mimimenance 34
Cash i bamk |
| Lt LLGED
Additional Inforination:
| Az ar [ Mav 20 ks, nasubserptions had bees received inadvanee;
2 Subscriplions in arrears gmounbed i Sh, 10,000 a5 0t 30 Apnl 2014 and Shot 50,000 asat 30 April 2017,
L Telephone services paid for in sdvance as ot 30 Apnl 2017 amomted 1o Sh.3, 0040,
4. Pogiage stamps o the custody of 1he club's secretary as an | May 2086 and 30 Aprl 2007 wene valued at
Sh25.000 and Bh 15000 respectively,
5. The cost of the building owned by the chub wos Sl 50,000 K6 b5 at | Moy 20106, Depreciation for the building
1540 be provided ot the e of 2% per annum on cost
i 525,000 in reapect ol annual dinmer redeipis was ouistanding at the year evd.
T The investiment in shares as at | May 2016 was Sh, 500,000,
- Al APl 08T, Shal R0 Forviee fire of te: bl where thie-dinmer was hosted s still oaistanding,
Reguired:
(i} Inconicand expenditure aocount for the yeor ended 39 April 2007, (7 marks}
(i)l Stptement of financial position as.s1 30 Apel 2007, (7 marks)

{Tatnk: 20 marks)
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