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QUESTION ONE

a)Giving one example in each case, briefly explain the meaning of the following terms. 

i) Provisions





[2 MARKS]
ii) Reserves 





[2 MARKS]
b)On 31.12.2014, subscriptions paid in advance to Tirkaa Social Club totaled sh. 11,200 while those arrears amounted to sh. 16,800. As at 31.12.2015, subscriptions in arrears were sh. 21,000 and subscriptions paid in advance totaled sh8,400. The receipts and payments account of the club showed total subscriptions received in the year 31.12.2015 as sh. 322,000. Prepare a computation of the amount of subscriptions earned during the year ended 31.12.2015which is to be reflected in the income and expenditure account. 









[3 MARKS]
c) XYZ trading company ltd. Has an authorized share capital of sh. 5,000,000 divided into 250,000 shares of sh. 20 each. On 1.1.2016, the company offered to the public 200,000 shares on the following terms; 

i) Sh. 5 per share on application

ii) Sh. 10 per share on allotment

iii) Sh. 5 per share on first and final call

The public applied for 280,000 shares. On 16.1.2016, application money for 30,000 shares was returned to the applicants and the remaining shares were allotted on the basis of 4 shares for every 5 applied for. The excess money received on application was to be sent off against the amount due on allotment. The balance of money due on allotment was received in full on 31.3.2016. All the holders of shares paid the first and final call on 30.4.2016 with the exception of one shareholder owning 10,000 shares. 

Required: Prepare the ledger accounts to record the above transactions and create a balance sheet as at 30.4.2016.




[8MARKS]

c)Name the two types of goodwill and explain how each is treated in the books of accounts of partnerships.




(4 marks)

d) Explain six factors that influence the value of goodwill.
 (6 marks)

QUESTION TWO

The accountant of Mara Sports Club has extracted the following information from the books of accounts for the year ended 31 December2016.

	Receipts
	Payments

	
	Sh.
	
	Sh.

	Balance brought forward
	288,000
	Salaries and wages
	254,000

	Subscriptions:
	
	New equipment
	565,000

	                   2015
	249,000
	Repairs and maintenance
	124,000

	                  2016
	2,050,000
	Office expenses
	415,000

	                   2017
	194,000
	Printing and stationery
	168,000

	Dinner dance
	723,000
	Purchase of beverages
	497,000

	Beverage sales
	657,000
	Dinner dance expenses
	315,000

	Investments income
	400,000
	Refund of subscriptions
	45,000

	
	
	Sports prizes
	25,000

	
	
	Transport
	248,000

	
	
	Investments
	1,500,000

	
	_______
	Balance c/d
	_405,000

	
	4,561,000
	
	4,561,000


Additional information;

1. The following balances were available;
	Balances as at;
	1.1 2016
	
	31.12 2016

	Furniture and fittings (net)
	240,000
	
	-

	Equipment (net)
	690,000
	
	-

	Investment at cost
	3,500,000
	
	-

	Subscriptions in arrears
	300,000
	
	375,000

	Salaries accrued
	68,000
	
	72,000

	Stock of beverages
	162,000
	
	184,000

	Subscriptions in advance
	85,000
	
	-


2. Subscriptions in arrears are written-off after twelve months.

3. Depreciation is provided for on reducing balance method at 10% and 20% per annum on furniture and fittings and equipment respectively.

4. Investments, which had cost Sh. 500,000, were sold on 31.12.2016 for Sh. 625,000.  No entries have been made in the books in this respect.

Required:

(a) Income and expenditure account for the year ended 31 December 2016.











(9 marks)
(b) Balance sheet as at 31 December 2016.


(6 marks)

QUESTION THREE

Ali and Baba agreed to enter into partnership, to trade as AliBaba Enterprises, with effect from 1.1.2016. on the same date, they opened a bank account into which their fixed capitals were deposited. They agreed on the following terms;

a) Profits and losses were to be shared equally

b) Interest was to be allowed on fixed capitals at 10% per annum and charged on drawings at 5% per annum.

c) Baba being a full time partner, was to receive an annual salary of sh 1,875,000 payable half-yearly

d) Fixed capitals were to be contributed as follows; Ali – sh 7,500,000 and Baba – sh 3,750,000

The following transactions took place during the half-year ended 30.6.2016:

i) Cash withdrawn from the bank for office use amounted to sh 150,000

ii) Advertising expenses paid by cheque amounted to sh 187,500

iii) Purchases paid for by cheque amounted to sh 12,187,500

iv) Purchases on credit amounted to sh 3,450,000

v) Sales paid for by cheque amounted to sh 13,187,500

vi) Sales on credit amounted to sh 4,500,000

vii) Transport expenses paid for by cash amounted to sh 37,500

viii) Drawings were; Ali – sh 2,250,000 and Baba – sh 1,500,000

ix) Warehouses rent paid for by cheque amounted to sh 937,500

x) Wages paid by cheque amounted to sh 750,000

xi) Telephone expenses paid for in cash amounted to sh 93,750

xii) Stock in trade as at 30.6.2016 was valued as sh 3,937,500

xiii) Telephone expenses amounting to sh 18,900 remained unpaid as at 30.6.2016

xiv) Warehouse rent prepaid as at 30.6.2016 amounted to sh 37,500.

Required;

a) Trading and profit and loss and appropriation accounts for the six months ended 30.6.2016. 
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b) Balance sheet as at 30.6.2016. 


[5 MARKS]
QUESTION FOUR

Tukokando owns and manages a small manufacturing business in Nairobi.  The following balances have been extracted from her books of account at 31 December 2016:

	
	Dr
	Cr

	
	Sh.
	Sh.

	Capital 
	
	1,711,200

	Accounts payable
	
	860,000

	Bank and cash balance
	54,000
	

	Accounts receivable
	920,000
	

	Drawings
	600,000
	

	Administration expenses
	1,503,600
	

	Advertising expenses
	120,000
	

	Factory direct wages
	600,000
	

	Factory indirect wages
	240,000
	

	Factory power
	360,000
	

	Furniture and fittings (all offices)
	184,000
	

	Heat and light
	160,000
	

	Plant and equipment
	2,768,000
	

	Motor vehicle (used by salesmen)
	1,440,000
	

	Plant hire
	40,000
	

	Provision for bad debts
	
	32,000

	Provision for depreciation:
	
	

	· Furniture and fittings
	
	92,000

	· Plant and equipment
	
	1,384,000

	· Motor vehicle
	
	240,000

	Raw material purchases
	2,280,000
	

	Rent rates
	200,000
	

	Sales
	
	8,294,400

	Selling and distribution expenses
	664,000
	

	Inventories at cost
	
	

	· Raw materials
	80,000
	

	· Work in progress
	160,000
	

	· Finished goods
	240,000
	_______

	
	12,613,600
	12,613,600


Additional information:

(i) Accruals at 31 December 2016 were:

Factory power

-
Sh.1,6000
Rent and rates

-
Sh. 4,0000
There was also prepayment of Sh. 8,000 for salesmen’s motor vehicle insurance.

(ii) Inventories at 31 December 2016, were valued at cost as follows:

Raw materials
-
Sh. 152,000
Work in progress 
-
Sh. 304,000
Finished goods
-
Sh. 456,000
(iii) Depreciation is to be charged on plant and equipment, motor vehicle, furniture and fittings at the rates of 20%, 25% and 10% per annum respectively on cost.

(iv) Expenditure on heat and light, and rent and rates is to be apportioned between the factory and office in the ratio of 9 to 1 and 3 to 2 respectively.

(v) The provision for doubtful debts is to be made equal to 5% of accounts receivable at 31 December 2016.

Required:

a) Prepare Tukokando’s manufacturing, trading and profit and loss account for the year ended 31 December 2016.



 (8 marks)
b) Balance sheet as at 31st December 2016.


(7marks)

QUESTION FIVE

The Following Trial balance was extracted from the books of Nasa Co. Ltd at 31 December 2016
	Share capital authorized and issued:

8,000,000 ordinary shares of 10 each

Freehold premises (cost)
Motor vans(cost)
Additions less sale proceeds

Provisions for depreciation on motor vans.
Stock in trade 
Balance at bank

Provision for doubtful debts 
Trade debtors and creditors

Directors’ remuneration

Wages and salaries

Motor and delivery expenses

Rates

Purchases

Sales

Legal expenses

General expenses

Profit and loss account b/f
	“000”
59,000
15,000

650
13,930

6,615

12,395

4,000

13,127

3,258

700

108,440

644

5,846

243,605
	“000”
80,000

6,750

275

11,380

142,770

2,430

243,605


Additional information.:

1. Closing Stock was valued at 14,600,000
2. Prepaid rates amounted 140,000.

3. Debts of 1,075,000 to be written off and the provision to be increased to 350,000.

4. On 1 January 2016, a motor van which had cost 680,000, was sold for 125,000.

5. Depreciation provided for this van up to 31 December 2016 was 475,000.

6. Provide for depreciation of motor vans (including additions) at 20% of cost.

7. The balance on legal expenses account included 380,000 in connection with the purchase of one of the freehold properties.

8. The directors have decided to recommend a dividend of 5%.

Required:

a) Prepare a comprehensive income statement for the year ended 2016.

(8 marks)
b)  Statement of the financial position as at 31 December 2016.     (7 marks)
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