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INSTRUCTIONS TO CANDIDATES

Thix paper consists af TWO sections: A ard B
Answer ALL the questions in Section A and @y FOUR questions fmSection Bun
the answer boolkdet provided.,

All quesiions earry equal marks.
Candidates should answer the guestions in English.

This paper consists of 9 printed pages.

Candidates should check the guestion paper to ascertain that all the
pages are printed as indicated and that no goestions are missing.
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SECTION A: (40 marks)

Answer ALL the guestions in thiz section.

| State three errors that may be disclosed by the trial balance. (3 marks)
2. Statc two types of informution that are included in an invoice. (2 miarks)
3. Highlight three objectives of Financial Accounting. {3 marks)
4. The following balances relate to Peupe Enterprises as at 31 December 201 4:
Ksh
Electricily expenses EATLLY
Land and buildings 4 000 000
Sales 1 SO0 000
Motor vehicle 2 IO TR
Purchases SO0 OO
Capital 5,025 000
Prepare a trial balance as at 31 December 2014. (3 marks)
5, Outling the meaning of a *Statement of Affairs”, as used in gingle entry book kecping and
incomplete reconds,

(1 mark)
fi.  Highlight the use of a salds jourhal. (1 mark)
7 Sarah hag d debt of Ksh. 258,000 and she is entithed (0 2 5% eash discount for prompt payment.

Sarah intgnds it take the discount if it is above Ksh, 13,000, Advise Sarah on whether to take

the discount or ned (3 marks)
. Cutline the term ‘Imprest System” as used in petty cash payments, 1 ek )
. Given the following transactions undertaken by o firm:

1) Tom returned poods o the business,

(1)  The business refurned goods to Joshua,

ldentify the source document used for each of the transactions. {1 miark)
10,  Mobalo Enterprises instructed its bank to make regular payments on 5th of every month o

Jesica, the firm's landlady, State the type of document to be used by Mobalo Enterprises in this

CHSE. {1 mark})
1903/ 106, 1M1 1
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11.  The following information relates to Pembe Traders for the year ended 31 December 2014:

Kish.

Ciross profit 087 500

Rent expenses 212,500

Other expenses 45 (K0

Commission received 120400
Determine the net profit for the year 2014, (3 marks)
2. Outline the meaning of the term *Accumulated Fund', {1 mark)
13, State three qualities of 4 good accounting information. (3 marks)

I4. karamu Traders pad Ksh, 387 (KK for insarance during the year 2004, On 31 December 2014
Kouramu Traders owed the insurance company Ksh, 33 [0
Calculate the total insurance expenses incurred during the year ended 31 December 2074,

(2 murks)
15 Highlight the treatment of & contra entry in control secounts, (2 muirks)
16, State twae accounting concepts. (2 marks)

7 O 30 April 2015, the balance as per the updated cashbook of Mingi Retailers was
Ksh. 501,06, The firm had unpresented choguoes totalling to Ksh. 400,000,
Prepare a bank reconciliation statement, (2 marks)

I8 Hitek Enterprises puid.rent mﬂhg foKah. 200000 during thé year ended
3 ﬂﬁﬂﬂf.&!ﬂ 1 ﬂn 31 Becember 2044 the Business had :Wtrpmd rent by Ksh. 40 004,
Dedesmine the rent :xﬂ,‘n:t'ratu for the VA, (2 marks)

[, Classily vach of the following expendilures into either capital expendinare or revenue
expenditare:

(1} Cost of repair (o o factory building,
REL Purchise of 4 modor velincle,
(i) Legal fees in connection to purchases of new equipment.
(iv) Costof installing new equipment to the factory building.
{2 rngirks)
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20.  Boda Traders bought a motor vehicle on 1 January 2012 for Ksh. 2.200,000. The depreciation
for the motor vehicle was as follows:
Ksh.
31 December 2012 550 00K
31 December 2013 412,500
31 December 20014 309 375
On 1 January 2015, the motor vehicle was sobd for Ksh, 1,500 000,
Determine the profit or loss on disposal. 2 marks)
SECTION B: (60 marks)
Angwer any FOUR questions from this section,
21.  {a)  Explain the elemenis of the accounting equaton. (6 marks)
(h)  The following balimecs relate 1o Sitaki Traders as at 1 March 2015
Ksh.
Bank 4T INXD
Cash 420 DO
Transactions for the month of March:
2015
Wieh 2 Mwamis puid s abecnt0f Ksh. 700000 by writing s
cheque, altef deduefing 16% cash discount.
7 | "Paid Ksh. 500,000 by chegue to Makan and deducted o
cash digeoant of 5%,
14  Received Ksh. 870,000 from Bado Traders in full
settlement of their account of Ksh. | 000000
21 Paid wages of Ksh, 20000 in cash.
24 Withdrew Ksh. 50,000 cash and depostied in the hank
25 The proprietor of Sitaki Traders withdrew Ksh, 40000
from the bank for personal use
25 Paid Ksh, 480,000 to Poa Traders by cheque afler
deducting 4 cash discount of 4%,
26 Received payment by chegue from Mwamba al
Ksh. 564 000 after deducting 6% cash discount.
Prepare a three column cashbook as at 31 March 2015, (9 marks)
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22. (a) Explain three errors that are not disclosed by the trial balance. (6 murks)

fh}  The follawing balances were extracted from the ledgers of Juzi Traders for the year
ended 31 October 2011 4:

Ksh
Sales ledger debit balance brought forward (1.11.2013) 596 DK}
Sales ledger credit balance brought forward (1.11:2013) 415 D0
Credii sales 65,430 (K
Receipts from debtors in form of cheques 4,130 ()
Cash receipts from debtors 1,673 (00
Inscounts allowed 196 (0K
Bad debis 86 K
Refund to debtors in form of cheques 26 (00
Set-ofls to the purchases ledger 347 (MK}
Returns inward 132,000
Sales ledeer credit balunce carried down (31.10,2014) 187 000
Sales ledger debit balance carried down (31,10.2014) 265 (K0
Prepare a sales ledger control account as at 31 October 2014, (% marks)

23 ta}  The following transsctions relate to the Makosi Enterprises for the month of June 2014:

2014
Jane

.

Purchased poods of Ksh. 264 50060 eredit from Stokas Trader
Sold goods of Ksh. 125 00 1 Sospita oncredit.,

Purchased goods wotth Ksh, 154 000 on credit from Bensza Traders.

Sospits returmed poods worth Ksh, 22,000,
Sold goods 1o Pentuk Enterprises worth Ksh. 222 500 on eredit.

2
2
3
4 Feturned goods worth Ksh.35 400 wo Stokers Traders.
4
5

Enter the transactions above in the relevant books of original entry. {f marks)

(b}  The following transactions relete to Shika Traders for the month of November 2014;

2014

MNovember |
1
3
4
B

1903/106, 1906/106
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Balance of petty cash brought forward Ksh, 8,750,

The cashier re-imbursed the petty cashier an amount 1o
restore the float to Ksh. &0 (00,

Bought petrol Ksh, 8,500 and postages of Ksh. 2 500.
Paid Ksh, 4,000 for cleaning.
Bought printing paper worth Ksh, 8 (00,

5 Turn aver
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7 Paid Ksh. 12,000 for petrol,
I Booght detergent for Ksh. 9 000, I
12 Bought foolscaps for Kshs. 3,600, |
14 Paid telephone expenses of Ksh. 6,400,

30 Paid Ksh. 3 8300 for motor vehicle repair.

Enter the transactions above in & petty cashbook with the following analysis columns:
= Stationery

= Cleaming

* Postage and telephone

= Maotor vehicle expenses
(% marks)

24, fa)  Omn 3l Avgust 2015, Conta Enterprises had a cash book balance (bank column) of
Ksh. 182500, The bank statement received on the same day showed a balance of
Kxzh. 155600,
Cn comparing the two documents, the following discrepancies wene revealed:

= Bank charpes of Ksh. 6400 were recorded in the bank statement only.

*  The following debtors had paid directly into the bank account:

Kl
Makan 46,500 |
Gabot 63 000
Susan B4 (00

s Standing order payments reflected on the bank statement only were as follows:

Ksh.
Sotik 28 500
Banok 47 300 |

= Cheqgues issued and recorded in the cashbook but not in the bank stalement
amounted to Ksh. 96 200,

=  (Cheques received and recorded in the cashbook only amounted to Ksh. 194 400, |
Prepare:

(il an updited cashbook.

(i) 4 bank reconciliation statement.
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(b}  The following balances relate to Kimeto Wholesalers as at 31 December 2014:

Kszh.
Purchases 2 AS0 )
Returns inward 75000
Inventory (1.1.20014) BA0 00
Discounts received 610,000
Camage inward 65,000
Discounts allowed . 240,000
Salaries and wages 1,250,000
Stationery T50.00M)
Sales G 575 000
Foeturms outwird SO0
Rent received 435 D00
Electricity B 10 000
Eent 1 A80 K

Un December 2014:

¢ nventory was valued at Ksh. 315 000

* rent expense acorued was Ksh, 120000,

« salaries and wages owing was Ksh, 150,000.
= glectricity prepand was Ksh, 35 000

{i} Prepare an income simement for the yearended 1) December 2014,

i) Advise the managementon the aetion o lake based on the performance in (6

above,
(9 marks)
25, {a)  The following are the receipts and payments of Zanxuka Sports Club for the year ended
31 July 2014:
K=zh.
Subscriptions recetved 1,147 500
Groundsman's wages 146,600
Stadm upkeep 60 B0
Bent recelved 2db 400
Committee expenses 13 /600
Stationery and postage 29,500
Donations received 487 5(K)
Prizes and awards 52,700
Rent expenses 124,500
1903/ 106, 1906106 7 Turn over
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The balance of the receipis and payments account as at 1 July 2014 was Ksh, 195 400.

Prepare a receipts and payments sccount for the year ended 31 July 2014,

(6 marks)
(b)  Bunget Traders had the following balances as at 1 January 2014:
Ksh.
Tapula - Debuor 178 000
Kukata - Creditor ) 38 604
Cash 435 [N
Land and buildings 101,500 000
During the month of January 2014, the following transactions took place:
24
Lanuary | Bought goods worth Ksh, 75,400 on eredit from Kakata,
7 Sold goods worth Ksh. 185 000 on credit from Tapula.
11 Cash sales amounted to Ksh, 30,000,
18 Hought fumniture worth Ksh. 12,000 and paid in cash,
20 Paid Kakata Ksh, 15,400 in cash.
31 Received cash amounting to Ksh, 300,000 from Tepula.
(1) Prepare ledger accounts to record the transactions above.
i Balance off the cash accburil,
(i) Commengn the'®ush sccount balance obtained in (ii) above,
(i¥)  Advise the proprietor on the action to take regarding the cash balance.
(9 marks)

26, (a)  Explain three differences between capital expenditure and revenue expenditure.
16 marks)

(b} Rulax Limited bought the following motor vehicles on | January 2013:

Ksh.
Motor vehicle A 3 500,000
Motor vehicle B 44 D00 000

O December 2014, motor vehicle A was sold for Ksh. 1 850,750,

The firm depreciates its motor vehicles at the rate of 25% per annum, using the reducing
balance method.
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(i} For the yveurs ended 31 December 2013 and 2014, prepare: T

(1 motor vehichkes account
{11} accumulated dépreciation on motor vehicles account,

(ii) Prepare the motor vehicles disposal account for the year ended 31 December

014,
(9 muirks)

THIS IS THE LAST PRINTED PAGE.
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