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INSTRUCTIONS: ANSWER QUESTION ONE AND ANY OTHER TWO QUESTIONS
QUESTION ONE
(a)    Accounting practice depends upon the guidance provided by a number of accounting concepts, some of which are to be found in IAS 1 and/or in the conceptual framework of the International Accounting Standards Committee. Define and explain the relevance of the various accounting concepts/principles.




     
(10 marks)

(b)    Mr J Ockey commenced trading as a wholesaler stationer on 1 May 2014 with a capital of £5,000.00 with which he opened a bank account for his business.

During May the following transactions took place.

May 1
Bought shop fittings and fixtures from store fitments Ltd for £2,000.00

May 2
Purchased goods on credit from Abel £650.00

May 4
Sold goods on credit to Bruce £700.00

May 9
Purchased goods on credit from Green £300.00

May 11
Sold goods on credit to Hill £580.00

May 13
Cash sales paid into bank account £200.00

May 16
Received cheque from Bruce in settlement of his account

May 17
Purchased goods on credit from Kay £800.00

May 18
Sold goods on credit to Nailor £360.00

May 19
Sent Cheque to Abel in settlement of his account 

May 20
Paid rent by cheque £200.00

May 21
Paid delivery expenses by cheque £50.00

May 24
Received from Hill £200.00 on account

May 30
Drew cheque for personal expenses £200.00 and assistant wages £320.00

May 31
Settled the account of Green.

Required

a)  Record the transactions in the books of prime entry.

b)  Post the entries in the ledger accounts

c)  Balance the ledger accounts where necessary

d)  Extract a trial balance as at 30 April 2015.



      (20 Marks)

QUESTION TWO
(a) Distinguish between each of the following pairs of terms:


(i) Receipts and revenue.                                                                                     (4 marks)

(ii) Balance sheet and statement of affairs.                                                          (4 marks)
(iii) Cash basis of accounting and accrual basis of accounting.                          (4 marks)
           (iv)Materiality and substance over form.                                                            (4 marks)
 (b) What conflicts may exist in the application of the fundamental accounting concepts?(4 marks)                                                                                                                                   

QUESTION THREE
a)  Discuss three principles of ideal investment




   (6 marks)

b) Apart from imprest petty cash system and reconciliation of bank balances, discuss three other methods used to safeguard cash and to ensure the accuracy of the accounting records for cash









        

     (6 marks)

c) A cashier in a firm starts with £4,000 in the month of July (that is the cash float).  In the following week, the following payments are made:







  £

1st July – bought stamps for


160

2nd July – paid bus fare for


240

2nd July – cleaning materials


480

3rd July – bought fuel



300

3rd July – cleaning wages


600

4th July – bought stamps


400

4th July – paid L. Thompson (creditor)
800

5th July – fuel costs



300

On the 5th of July the cashier requested for a refund of the cash spent and this amount was reimbursed back.

Required: 

Prepare a detailed petty cash book showing the balance to be carried forward to the next period and the relevant expense accounts, as they would appear on the General Ledger
        
(8 marks)

QUESTION FOUR
a) Assume that Appollo Traders has credit sales of $360,000 on 20th December 2015. Of this amount, $300,000 remains uncollected at December 31. The credit manager had to write off $16,000 and further estimates that $20,000 of these sales will be uncollectible. Prepare the adjusting entry to record these events





       (6 marks)

b) Assume that on January 1, Randall Co (a debtor) paid the $2,000 amount that Appollo had written off on 20th of December. Show the necessary adjustments

        
(4 marks)

c) Cost is the total amount incurred to bring the asset in place and in condition ready for intended
use. Discuss five elements of cost






   (10 marks)

QUESTION FIVE
a) Andrew Company limited has entered into an agreement with Migingo Company limited to take over the latter on the following terms of goodwill valuation:

That Migingo Company limited value its goodwill on the basis of 5 years purchase price of average net earnings for the previous 10 years.

The following information was extracted from the books of Migingo Company limited:

Year
     
      Net Earnings

1


100,000

2


300,000

3


200,000

4


350,000

5


250,000

6


150,000

7


300,000

8


350,000

9


400,000

10


300,000
Required;

Use average profit method to show the amount that Andrew Company limited will pay to Migingo Company limited as good-will





 

     (6 marks)

b) Apart from good-will discuss four types of intangible assets



      (8 marks)

c) Although the reporting of cash is relatively straightforward, a number of issues merit special attention. Discuss issues relate to these reporting 


                             (6 marks)
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