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INSTRUCTIONS

1. Do not write anything on this paper
2. Answer question one and any other two questions

Question One

asers of financial statements are thosc gt
Reasonable right to the informauon and whose
Should be recognized
brieflv why each of the following groups

in | ncial statements ol a business enterprise
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hers of the public



Required:

A Make adjustments in the cash book and show the adjusted cash
Book balance. (7mKks)

b. A bank reconcihation statement as 31 October 2009.  (7mKks)

Question 3

Yusufl Oloo runs a business in Gikomba market, deahng in the sale ol second
hand T-shirts for men. He recently completed a part-time bookkeeping course
at Rapid Promotion Commercial Collepe, where among other things, he learnt
about the mamtenance of stock recards T

now wishes to apply this
Il'inll\'\"ll‘(lﬂl' 10 s business

cand s frenn i ularly interested 1in maimntaining a

perpetual imventory systen, vy crither FHECr o LIFO 2 ) s for stock
valuation
Currently, Yusuf does not mamtmn lormal books ol ace ever, exXISUng
records show that at the end of 2010 '_'_l[_l e Cri
ivesthiganon reveals that the make ap of thas st ' ' 0
items i September 2010 priced at Kshs, H0 of which 4 d beer L
the end of that vear, plus 50 from a dehvery in early 2
kshs. 40, plus 50 purchased in 2008 when the
Between January and June 2011, the lollowing tras
January - sold 150 (@ 80 ic
February - received 1000 w 5( ch
- Sold 100 ]3 .
March sold 350 (@ 90 eacl
April Received 1500 (@ bt each
Sold QU0 (« S0 eacl
May received 650 @ oU each
Sold 200 U3 each
June sold 1000 100 each
Yusufl employs 2 assistants W hose monthly wages amount 1o kshs 2.3
Total. Addiuonally he pays a monthly rent on his sta hshs nd has
Withdrawn a total of Kshs. 14,000 to meet his personal con S
Required
-1} ' late the stock valuation at '»U"\\i--"‘ LSin i the FlF
1LIFO methods 2?mks
| | Jeulate Yusuf's net profit for the six TS X 2
; hoth metd { | tluation 1or ok S AN 2S1Ng Sl S OITIES



Dec. 2007 Dec. 2008
Issued share capital 18,000 23,000
Retained profits 7,500% 9,200"
10% debentures 6.000 7,500
Tax payable 13 Jan. 2,900 3,200
Trade & Expense creditors 3,200 3,400
b Proposed dividends (pross) 500 __600
Total , > 38,100 46,900
Fixed assels @ cosl - 23,000 25,000
Less depreciation 4 y 6,50 6,200
17,350 18,800
Stocks 472,000 | 4 P45
Deblors 4, 4D 3 0
Balance w Bank 1 550 9,255
38,100 46,900
NB
During the year fixed assels were purchased at a cost f Kshs. 3,600
Fixed asscts cosl Kshs. 3,600 were disposed ol lor Kshs. 2,204
The book value of this assels was Kshs. 1,500 and the pre has beer
included in retained profits. Jmks
Question 2
a  Define the term bank reconcihation statement and indicate i1s LOree
main functuions. omks
b The cash book column of Abantu Traders co Itd had an overdraft of
c. Kshs. 532,400 as at 31st October 2009 w hich did no th
balance as per bank statement of the same date on ¢ g throug
relevant records and documents, somc details were establisheC as
jisted below:
sl . A debtor deposited kshs. 754,500 to the bank direct
2. Standing orders of Kshs. 13,800 have been effected Dy the Danx
3 Bank charges and interest on overdraft as per the bank statement
amounted to Kshs. 12,450 and kshs. 135,480 respecuveld
4 |nsurance premium ol the nmrlgngyd property amount ng e
Kshs. 35,485 was pand direct by the bank
5 Cheques drawn by the Company amounung to Kshs. 743,904 ‘N.jx“--"
had not been prest nted for payment as at 31 Oct. 2009 Danpn? 157
A Cheques 1o Kshs. 354,890 which were banked on 29 QOctober 2009
were Cre it d by e h.lll‘\ on v N\l\\'ll\l'\.‘! 200 9 \\...\."’*""‘ e
2 A cheque for Kshs. 1 500 was debited by the bank as Kshs. 47,500
8 The payments side of the cash book was under cost DY Kshs. 32,000
9 The bank had debite d the account with another customer s
cheque ol hshs 500 but had not vel correcle d the mistake
of 31 October 2009
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Question 4
at the rate of 5% of debtors

d at 2%. The debtlors
ful years.

or bad debts
allowe

a provision [
r 3 (three) success

is1on for discount

. A company makes
as under fo

s), and prov
3]st Dec. werc given

(receivable
bhalance as al

Debtors

Year
2007 1 OO, 000
2008 | 2 Y00
2009 #0000
Requuired:
v eet extract. (10mks)

Show necessaly entries for three yeals and baland
b, Wnte explanatory notes on the following acte it
Prudence
Intangible
Good will
Provision of bad «

1.
1"
1
v lebts



