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QUESTION ONE

a) Name and explain the purposes of Branch accounting (5marks)

b) Distiquishing features between ordinary shares and preferences shares(4marks)
c) Discuss the distinguishing features between a Branch and Department(4marks)

d) The following information relates to a Branch operated by Mutai at Kericho town for the

year ending 31% December 2018

Balance b/f as at January 2018

Branch stock
Branch debtors

Closing balance as at December 2018
Branch stock
Transaction for the year
Good sent by head office
Good returned by branch
Cash sales
Credit sales
Cash stolen at branch
Good stolen at branch
Return from branch debtors (selling price)
Cash received from debtors
Discount allowed
Bad debts written off
Expenses of branch paid by the head office
Salaries
Rent

General expenses

800,000
650,000

1200,000

4,300,000
150,000
1,500,000
4,600,000
60,000
50,000
350,000
430,000
40,000
60,000

300,000
200,000
8,000

Required: Assuming goods are sent by head office at cost prepare the necessary accounts
(12marks)

in the head office books relating to Kericho branch
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QUESTION TWO

a)
b)

At the end of each year all limited companies are required by law to publish their

accounts and other reports.Name such accounts and reports

(5marks)

Beta Itd has an authorized share capital of sh50,000 of ordinary shares of sh10
each.The companies trial balance as at October 2017 was as follows:
Iltem Debitsh(000) | Credit

sh(000)
Ordinary shares 300,000
Share premium account 80,000
Free hold premises 350,000
Plant and machineries 230,000
Lorry 150,000
Debtor/creditors 85,000 67,000
10%debetures 100,000
Purchases/Sales 285,000 428,000
General expenses 15,500
Bad debts 4,300
Stock (1% Nov 2016) 32,600
Debenture interest(half | 5,000
year)
Discount received 4,200
Bank 47,800
Salaries 45,000
Directors allowances 20,000
Insurance 4,000
Profit and loss 40,000
accountlst Nov 2016
Provision for 80,000
depreciation (lorry)
Provision for 175,000
depreciation (plant and
machinery)

1,274,200 1,274,200
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Additional information

i. At31%ct 2017

a)
b)
c)
d)

Insurance of sh 600,000 was prepaid
Stock was valued at sh 34,3000.000
Tax provision of 15,000,000 was made

Directors proposed to pay dividends of 10% to ordinary

shareholders

ii.  Depreciation is to be calculated on fixed assets at rate 20%on reducing
balance method.

iii.  The debenture interest for the remaining year is to be accrued.

Required: The income statement for the year ending 31%oct 2017

QUESTION THREE

(10marks)

a) Cash flow statement format requires the cash movement to be summarized into three categories.

Name and explain them

(5marks)

b) The balance sheet of Kwetu Ltd for the year ending 31% December 2016 and 31 December

2017are as shown below.

Fixed assets
Premises
Fixtures

Vehicles
Current assets

Stock
Debtors

Bank & cash

Financed by

Ordinary shares

Profit and loss account
Creditors

Taxation

Proposed dividends
10% debentures

2017
10,000
17,000

12,500

60,000
5,000
4,000
1,500
2,000

15,000

87,500

2016
10,000
11,000

8,000

50,000
4,000
2,500
1,000
1,000

20,000

18,500
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Separate bank and cash account as at 31°'December 2017

Bank
Bal b/f 25,300
Cash from
debtor 30,500
Disposal of
assets 1,200
Ordinary
shares 10,000
Transfer from
cash 4,650
71,650

Cash
4,200
3,750

500

8,450

Paid creditors

Salaries
Other
expenses
Debenture
interest

Fixtures
Vehicles

Tax paid
Dividends
paid
10%debetures
Transfer to

bank

Balances c/d

Bank
23,250
700
2,400
2,000
7,000
8,000
1,000
1,000

5,000

Cash

900

1,200

Required: Using the direct method prepare the cash flow statement as at 31% Dec 2017 (10 marks)

QUESTION FOUR

a) Name and explain five importance of ratios as a tool of financial analysis

(5 marks)

b) The following is a summarized final accounts of Mjengo Ltd for the year ending 31*

December2018

TRADING PROFIT AND LOSS

ACCOUNT

Sales

Less: Cost of sales
Opening stock
purchases

less closing stock
Gross profit

less operating expenses
Selling and
distribution

Depreciation
Administration
expenses

EBIT

KSH

99,500
559,500
(149,000)

30,000
10,000

135,000

KSH

850,000

510,000
340,000

(175,000)
165,000
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Less interest expenses

Earnings before taxes

Taxes at 30%

Net income after taxes

Less ordinary dividendsKsh0.75 per share
Retained profit

BALANCE SHEET
Land and building 250,000
plant and machinery 80,000

Current assets

Inventories 149,000
Debtors 71,000
Cash at bank 30,000

580.000
Required

Calculate the following:

e Current ratio

e Quick ratio

(15,000)
150,000
(45,000)
135,000
(15,000)
120,000

Issued capital
Reserves
Retained profit

Long term debts

Current liabilities

¢ Net working capital ratio

e Debt ratio

e Stock turnover

QUESTION FIVE

170,000
90,000
120,000

70,000

a) Describe the five modes of dissolving a Partnership business

b) Name the feature of long term contract

(2marks)
(2marks)
(2marks)
(2marks)
(2marks)

(5 marks)
(5marks)
c) Maasai girls school acquired two buses on 1% January 2010 for sh129,150,000.The

cash price of the buses was 90,000,000.The deal was financed by Family bank and

the terms of the hire purchase required a deposit of sh30,000,000 on delivery,

followed by three installments on 31%

December 2010,2011 and 2012 of

33,000,000,33,000,000 and 33,150,000 respectively. The rate of interest was 30%pa

and depreciation is at rate of 20%pa on straight line base

Required: Prepare the appropriate accounts in the books of Maasai girls’ school to
(5Marks)

record the above transactions

BPM 2206: Financial Accounting in Project Management



