knecnotes.

1IMY106
1906/106
FINANCIAL ACCOUNTING

July 2016
lime; 3 huurs

T HF KENYA NATION AL EXAMINATIONS COt N(’ll,

CRAFT CERTIFICAT E IN SUPPLY CHAIN MANAGEMENT
CRAFT CERTIFICATE IN BUSINESS MANAGEMENT

FI NA NCI AL AOCOL’NTI NG

3 hours

INSTRUCTIONS TO CANDIDATES O >

This paper consists of TW7? tttriMK A and R C)
Art. THW ALL the questions in Section A iznd" firy FOUR @ﬂns Jrrrm Section |l tn

die an.rmw booklet provided. \@

Ad question.’, carry equal marks.
l'andidaies should answer file ywf-i/zuns in Eng@

S
o
&

This pu]H®r consuls of 9 printed pages.

Candidates should check the quentiw paper lo awerlain (hat alt thv
_ patjes are printed as indicated acid that no questions are musing.

£2/Hn Tht Kenya finnMai Esamliuttom. Counc il

co.ke

[‘urn over



easytvet.com

knecnotes.co.ke

SECTION A: (40 marts)

MitiH'eT ALL lhe questions in this section.

State three errors thailL may be disclused by ths trial balance. (3 murks)
State two types of infqrnuitiun dial are included in an invoice (2 marks)
Highlight three objectives of Financial Accounting. (3 marks)

Pic following bultdices relate to Pen pc Enterprise* as nt 31 December 2014:

Ksh
Electricity expenses 25J000
Land and hnildtnys 4.000 DOO
Seles |SDOJ(XKJ
Motor vehicle 2JOODJXH)
Punjhascii 500)000
Capital @Aj()ZSXKX)
Prepare a trial balance us at 31 December ?tH4 & (3 marks)

*

(Jitihnc the meaning of u 'Slatertienl of Affairs', ns u@n ingle entry bonk keeping and

incomplete records. .
6 (I mark)

Highlight the use of a sales “uiual. \ (1 mark)
Sarah has it deh( of K.sh. 255,000 a Qentitled to a 5% cash discount tor pnunpt payment.
Sarah intends to take the disCuuillsif 1t,is above Ksh. 1S.tKKJ, Advise Sarah un whether to take
I In: discount or not. (3 marks)
Outline the term Imprest@g; ui used in petty cash payments. (1 mark)

Given die following transactions undertaken by a (inn;

. 1) I dm returned goods IO the business

(it) The business relUHKd goods tn Joshua.

Identify the source document used for each uf the transactions 11 mark)

JO. Mobalo Enterprises instructed its bank tn make regular payments on 5th of every month io

lesiuu, Ltbe firm s landlady. State the type of document to be used by Mobalo Enterprises in this
ease. (I mark)

iwiu, twi/itm 2
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i L. The following infornuniun relates to Pern be Traders for die year ended 41 December 2D 14:
Kah.
Gross profii 987,500
Rtui expenses 212 ~KJ
Other expenHCS 645000
{.'onimrssion received 120000
Determine the net profit for the year 2014. (3 murks)
Outline die meaning of die term ‘Aecumukitod TuncT, (1 mark)
13, Stale ihrix quid ties nt a good accciUUlmg tnfomuition. 13 marks)

Id. Kuraiiin Traders paid K$h SK7JMKIJ tor insurance during the year 2014. Un' I December 2034
Karumu Traders owed the insurance company Kstl. 33 JM)O
Calculate Llitr total insurance expenses incunvd during the year ended 31 December 2014
(2 nwks)

15. i-lighhj”~hl the iraatment nf a contra entry in control accounts, @ (.2 marks)

16 Stale two accounting concepts % 12 niarkil

*
17. On 30 April 20151. die balance us per the updated ok ctf Mingi Retai lers was
Kxh 5(11,000. I Tic lirni had unpresented clicqu@ ing o K.sli. 400 ££K).

Prepare n hank rccwicilhdion statement. % . (2 marks)

IH.  Bftek Enterprises paid rent amounti
31 I3ccember 201 1 On 31 Decemb,
Determine the rent expenses for t

2D0JOOO during the year ended
the business had overpaid rem by K.sli 40JJ00.
(2 1Tuirki)

19.  Clayaieach tjfilic following”eXpenditures. into either cdpilid expenditure or revenue

expenditure: @

6))] Cost of rapdix In'e factory build mg.

lin  Pun:Ii- motor vehicle.

iii) Ixgjtl fees i connection to purchases of new uquipmem.
(ivj (Ji.-ist of insuEling new equipment io die factory building.

m; 2 murks )

IWH/Ifr, 1906/1(Mfr 3 TUrn over
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30. Soda Traders bought a muior vehicle on I limitary 2012 far Ksh. 2 *200,000. The dcprucmiicn
for the motor vehicle was as follow*;;

Ksh
.51 December 2012 550,000
31 December 2013 412,500
31 December 20 M 309375

On I January 2015, the motor vehicle was sold foj Ksh I JOO/XM),
Determine the pm hl nr loss <m disposal. (2 marts)

SECTION B; 160 marts)

4n.vHeT <inv FOUR tjrwslumsfrom this W-tinn.

21. fa i Explain tire dements of the accounting equation (b marks)

(b) Till: fallowing balances ruble to Situki Traders as .it | March @
Ksh.
470.000

L 4
420JXX)

Cash
Transactions far the monLh of Munch' C)

Bank

2015 % ¢
March 2 Mweniba paid % ount ot Ksh, >'00.(KN) by writing a
cheque, aft & ilrg a 65" cash discount.

7 Paid Ksh jOUO by clique to Makau .me! Lfcductcd a
cash discount <>15%.

14  Receiyed Ksh. H70.000 from RadoTJudcrs m full
@t ment LM their account of Ksh jWkJiXKI
a

id wages of Ksh. 20j000 in cash.

@W‘tQIdeW Ksh. 50,001) cash and deposited in the hank
5

Tlie proprietor of Sitaki Traders withdrew Ksh. 40fKKI
.......the. hank far persona! use

25  Paid Ksh. 4HOJJOO to Roa Trailers by cheque alter
dctiucung a cash discount of 4%.

26  Received payment by cheque faim Mw:;jmba nf
Ksh. 564,000 after deducting 6% cash discount

Prepare a three column cashbook as at 31 March 2015. (0 marks)

1903/106, 1906/106 4
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29 (a) Explain I line errors ihal are not disclosed by the trial balance. (6 marts)

fb> The following haknees were extracted frtwri the. ledgers of Juzi lenders for the year
ended 31 October 2014:

Ksh
Saks ledger debit balance brought forward (! .11.2013) 596 JOOO
Saks ledger credit balance brought forward (1.11.2013) 415000
Credit sales 6,430 JOOO
Receipts from debtors in fomi of cheques 4,130,000
Cash receipts [ rom debtors 1,673)000
Discounts allowed 196JXH.1
Had debts S6J3U0
Refund to debtors in form of cheques 26jMX)
Set-offs to lhe purchases ledger 342,01k]
Returns inward 132,000
Sales ledger credit balance carried down (31.102014) 187,000
Sales ledger debit balance carried down (31,102014) 265JXX)
Prepare a sales ledger control account as nt 31 Ogt 6@4. (9 marks)

23 (a) The following transactions rclalc to the Mirkosi I'@mises lor the month of June 2014:

2014 C)

June 2 Purchased goods of K$h. 2 (on credit tmm Stokas Trader

2 Sold goods of @ OO0 to Sospita on cred it.
Purchased orth Ksh. 354,000 on credit from Benza Traders.

3

4 Return worth K.sh.35,400 to Stokers Traders.

4 Sospi ed gu<ids worth Ksh 224)00.

5 ds io I’cnntk Enterprises worth Ksh. 222 500 on credit.

Enter the @tions above in the relevant books of original entry (6 marks m

(b.I The fallowinttransactions relate to Shika Traders fur the month of November 2014;

2014

November 1 Balance of petty cash hrought forward Ksh. W.750.

1 The cashier rc-imbuRed the petty cashier an amount to
restore the float to Ksh. 60,000.
3 Bought pcrml Ksh. 8500 and puslage.s of Ksh. 2500
4 Paid Ksh. 4000 for cleaning.
ft Hough! printing paper worth Ksh, HjtKMJ,
1903/104, 1906406 5 'Ibra ever
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7 Paid Ksh 12,000 for petrol.

10  Bought deterge ni fur Kah. 9 JDOO

12 Berng hi foolscaps for Kshs. 3,600.

14 Paid telephone expenses of Ksh. 6,400.
30 Paid Ksh. 3 J«X) for molar vehicle repair.

Enter ihe trupsactions above in a petty cashbook, with the following analysis columns;

*  Stationery
> Cleaning
*  Postage and letrphnnc
*  Motor vehicle expenses
(9 marks)

24.(ai On 3 i Augusi 2015, Corns Enterprises had ;i cash book balance (hank column) of
Ksh. 182,300. The bank statement received on the same Jay showed a balance of
Kill. 195.600.

C)n comparing lhe two documents, lhe following discr@ies were revealed;

* Bank charges Of Ksh. 6,400 were recanted in lhetbank statement only.
.

* ['he fol lowing <letters had paid d i regdy ibe bank accou nr:

h,

Makau @46.500
Gabot \ 63,000

Susan QO frvJOO

» standing order %Qﬂ,s rcllected on the bank statement only were as follows:

Q Ksh.
bt w

28500
Banok 47300

*  Cheques issued JiTid recorded ip rhe cashbook hut no! in thr bank NtUEQtneot
amounted to Ksh. 96,200.

*  Cheques received ;uid recorded in the cashbook only amounted io Ksh. 194,400.
Prepare:
1) an updated cashbook.

(i1) a bank reconciliation statement.

(6 marks)
1903/106, 1906/106 6
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(b) The following hahnecs relate iu Kimeto Wholesaler* as at 3i December 2014

Kih.

Purchases 2.450,000
Returns inward 75000

| Invenlury (1J .2(114] KbdjOOO
Discounts received 610,000
Carnage inward 65,000
Discounts allowed ' 2405000
Salaries and wages 1.250J000
Stationery 750JDO0
Sates 6575 WO
Returns outward 50000
Rent received 4.15JO0O0O
Electricity 810X100
Rent 1,4U0j000

On December 2014.

* jnvcniory was valued ai Ksh. J15,000 \ l @

*  rent expense accrued was Ksh. 120JD00.
*  salaries and wages owing was Ksh. 150@ hd
m clectricity prepaid wtw Ksh. 35;000

(it Prepare sn income statetileli%the ycur ended M December 2014.

m:ii.1 Advise [he managem@e action to lake based on the performance in (t;-
above.
(9 marks)

25, (a) The following are t eipts and payments orZanzuka Sports Club for the year ended
31 duly 2014:

Ksh.
Substtipli received 1,147500
Groundsmaifs wages 146.600
Stadium upkeep 60.8(81
Reni received 24.4181
Committee expenses 13.600
Stationery and postage 29500
Donauons received 487500
Prizes and awards 52,700
Rent expenses 124500
1903/106, 1904/106 7 TYtni over
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The balance of the receipts and payments account M at I July 2014 was Ksh, 195,400.

Prepare a receipts rind payments iK.rc.HinT for the year ended 31 July 201-1.
(6 marks)

Bu n pel 1 ’'raters had the following balances us at J J anuary 2014:

Ksh.
lapula m Debtoi 17SJDOO
Kakafq - Creditor ‘ 38.600
Cash 43SJMO
Land and buildings 10,500,000

During rhe month of January 2014, Uie following transuclkmj took place.

2014
January 1 Bought goods worth Ks.1t.75.400 on credit from Kitk.Ua.
2k Sold goods worth Ksh. 185JO00nn credit fruttt Tapula.
I Cash sales amounted tn Ksh, SOjQQ0
18 Bought furniture worth Ksh, 127 @ and paid in cash
20 Paid Kakau Ksh. 15.400 in%
31 Received cash amounti @ Ksh. 300JXJ0 from Tapula

(1) Prepare ledger accounts m record the tragions above.

4
(ii) Balance off the cash account. 6

(iii1 Comment on the cash a Xalance obtained in (it) above,

(iv) Advise the propr@Qhe action to Luke regarding Lhe cash balance
(9 marks)

ih) Rulax Limited boughl the following motor vehicles on I January 2013:

Ksh.
Motor vehicle A 3 5007000
Motor vchic fe B 4 JOOOJ000

On December 2014. motor vehicle A was sold for Ksh. 1,850.750.

Tiie firm depreciates its motor vehicles al Lhe rate of 25% per annum, using the reducing
balance method.

1903/106, 19116/106 ]
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{i) Fur rhr yeiits ended 31 December 201 3 and 2014. prepare:

(1)  motor vehicles account
HJ) accumulated depreciation an motor vehicles account

1'ri) Prepare the motor vehicles disposal account for I tie year ended 31 December

2014.
(9 marks)
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