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SPECIAL INSTRUCTIONS

8.

9.

. Write your REGISTRATION NO. Clearly on the answer booklet(s).

Answer Question One and ANY other TWO questions.

Questions in all sections should be answered in answer booklet(s)

PLEASE start the answer to EACH question on a NEW PAGE.

For the questions, write the number of the question on the answer booklet(s) in the order
you answered.

Write on both sides of each leaf and indicate number of each question at the top of each
page.

Write the answers in a paragraph form unless stated otherwise.

Marks allocated to each question are shown at the end of the question.

All rough work must be done on the answer booklet and crossed through!

10. Use supplementary pages only when you have exhausted those in the book.

11. Fasten the supplementary pages to the inside back cover of the booklet.
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QUESTION ONE

(a) Highlight five contents of a partnership deed/agreement

(b) Explain the following concepts as used in accounting:

(1) Going concern

(i1) Bad debts written off and provision for bad and doubtful debts

(5 Marks).

(2 Marks).
(3 Marks).

(c) Musa and Otieno are in partnership sharing profits and losses in the ratio 3:2

respectively after crediting themselves with 5% interest on capital and a salary of

Shs.240, 000 and Shs.360, 000 per month respectively. Their trial balance for the year

ended 31% December 2020 is as follows:

Dr
Shs.(000) Shs.(000)

Plant and machinery 5,000
Motor vehicle 4,000
Furniture and fittings 3,000
Sales 11,000
Inventory 1/1/2020 1,000
Purchases 5,000
Discounts 500 1,000
Provision for bad debts 500
Account receivables 3,000
Accounts payables 2,000
Cash and bank 2,000
Rent and rates 500
Electricity and water 400
Provision for depreciation: Motor vehicles 1,000
Provision for depreciation: Plant and 2,000
machinery
Provision for depreciation: Furniture and 1,000
fitting
Bad debts 400
Returns 500
Salaries and wages 1,000
Drawings: Musa 1,000
Drawings: Otieno 500
General expenses 1,000
Capital a/c : Musa 5,400
Capital a/c: Otieno 3,000
Current a/c: Musa 500
Current a/c: Otieno 400

28,800 28,800
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Additional information:
1. Inventory at 31* December 2020 amounts to Shs.1,500,000

2. Salaries and wages in arrears amount Shs.200,000 while rent and rates paid in advance
is Shs.100,000

3. General expenses paid in advance amount to Shs. 300,000 while electricity and water in
arrears is Shs.200,000

4. Depreciation is charged as follows:
(1) Plant and machinery 10% on cost
(i1))  Motor vehicle 20% reducing balance
(ii1))  Furniture and fittings 15% on cost
5. Provision for bad and doubtful debts is maintained at 10% of accounts receivable
Required:
(6 Marks).

(1) Partners income statement for the year ended 31* December 2020

(ii) Partner’s profit and loss appropriations account for the year ended 31* December

2020 (5 Marks).
(i11)Partner’s current account (4 Marks).
(iv)Partnership statement of financial position as at 31* December 2020 (5 Marks).

QUESTION TWO

(a) Explain five causes of the difference between the cashbook and the bank statement

balances (10 Marks).

(b) The cash book bank column of XYZ Limited for the month December 2021 was as

follows;
Date Cheque Details Amount | Date Cheque Details | Amount
no. Shs no. Shs
2/12 015 James 12,000 1/12 Balance 10,000
b/f
10/12 116 John 14,000 5/12 651 Mary 15,000
18/12 125 Joy 18,000 12/12 652 Michael 16,000
22/12 173 Jane 12,000 20/12 653 Mercy 10,000
21/12 Balance 7,000 20/12 654 Moses 12,000
c/f
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63,000 63,000
The bank provided the following bank statement as at 31/12/2021
Date Cheque Details Debit Credit Balance
no.
1/12 Balance b/d 10,000 (10,000)
2/12 015 12,000 2,000.00
5/12 651 15,000 (13,000.00)
10/12 116 14,000 1,000.00
11/12 Ledger fees 2,000 (1,000.00)
12/12 652 16,000 (17,000.00)
18/12 Interest income 3,000 (14,000.00)
19/12 Commission 1,000 (15,000.00)
22/12 Heritage 3,000 (18,000.00)
insurance
31/12 Balance (18,000.00)
Required:
(1) An adjusted cash book as at 31/12/2021 (5 Marks).
(i1) Bank reconciliation statement as at 31/12/2021 (5 Marks).
QUESTION THREE
(a) Highlight four functions of ICPA (K) as an accounting body in Kenya (4 Marks).
(b) Highlight five causes of depreciation (5 Marks).

(c) ABC limited account for motor vehicle as at 01/01/2021 stood at Shs.4,000,000
Additional information

Accumulated depreciation as at 01/01/2021 stood at Shs. 2,300,000

On 31/03/2021 a motor vehicle costing Shs.3,000,000 was purchased

On 01/07/2021 a motor vehicle costing Shs.2,000,000 was purchased

On 01/07/2021 a motor vehicle which had been purchased on 01/07/2019 at

I.

2.
3.
4

Required: prepare the following accounts as at 31% December 2021

Shs.1, 000,000 was disposed at Shs.500, 000.

It is the company policy to charge full depreciation in the year of purchase and
charge no depreciation in the year of disposal. The charge for depreciation is

20% per annum at cost.

(1)

(ii)
(1i1)
(iv)

QUESTION FOUR

(a) Outline four characteristics of a financial statement

Motor vehicle account

Accumulated depreciation account

Depreciation account

Disposal account
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(4 Marks).
(3 Marks).
(2 Marks).
(2 Marks).

(4 Marks).




(b) Highlight two differences between a partnership and a sole proprietor (2 Marks).

(c) Differentiate between the following terms:

1. Discount allowed and discount received (2 Marks).
il. Carriage inward and carriage outwards (2Marks).
1il. Return inwards and return outwards (2 Marks).
iv. Prepaid expense and accrued expense (2 Marks).

(d) The following information was extracted from the books of XYZ limited as at 30™
April 2020:
(1)The profit after tax is Shs.270, 000
(2) The balance on 1* May 2019 for retained earnings was Shs. 202,000
(3) The company has 600,000, ordinary shares of Shs.20 each fully paid
(4) The company has 100,000, 8% preference shares Shs.20 each fully paid
(5) The company’s directors propose that the preference shares dividend be paid and
dividends of 10% on the ordinary shares be paid.
Required:
(1) An appropriations account for the year ended 30" April 2020 (6 Marks)
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