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INSTRUCTIONS

1.      You are allowed 15 minutes reading time before the examination begins during which you should read the question paper and, if you wish, make annotations on the question paper.  However, you will not be allowed, under any circumstances, to open the answer book and start writing or use your calculator during this reading time.

2.         Number of questions on paper – 5.

3.
The paper has two sections.  Section A is compulsory and carries 40 marks.  Section B has four questions, each carrying 20 marks.  Candidates should attempt any three questions in section B.

4.
All workings forming part of your answers should be shown.

5.
Begin each answer on a fresh page.

6.
This question paper must not be removed from the examination hall.

7.         DO NOT OPEN THIS PAPER UNTIL YOU ARE INSTRUCTED BY THE INVIGILATOR.
This question paper contains 8 pages
SECTION A
This section is compulsory
1. Zathu Enterprise has been in business for the past ten years selling various merchandise.  You have been hired as an accountant for the enterprise. Your first assignment, as accountant, is to prepare the enterprises financial statements.
Trial balance is for the year to 31 May 2015

	Capital

Land and buildings

Accumulated depreciation
Motor vehicles
Accumulated depreciation
Office equipment
Accumulated depreciation
Inventories as at 1 June 2014
Receivables

Provision for doubtful receivables

Payables

Cash and bank

Bank loan at 15% per annum

Sales

Sales returns

Purchases

Purchase returns

Carriage inwards

Carriage outwards

Salaries

Suspense a/c

Office rent

Discount allowed

Discount received

Office expenses

Distribution expenses

Utility expenses

Bank charges

Interest expense
	K’000
    800
    800
      50
    500
    120
    400
    240
      70

      60
        4

      42
      45

    500

 1,650

      40

    900
      34

      30

      38

    210

      12

      48

      23

      31

    139

      72

      25

      14

      45
 3,446


Continued/……

Additional information
(1) Inventories as at 31 May 2015 were K60,000
(2) Depreciation is to be provided as follows:

· Building 2% on cost (building cost is K500,000)

· Motor vehicle 20% on reducing balance

· Equipment 25% on reducing balance

(3) Prepaid rent was K8,000
(4) Provision for doubtful debts to be set at K10,000

(5) You discovered the following errors:

(1) Credit sales amounting to K20,000 were not entered in the books of accounts.
(2) Distribution costs of K6,000 were included under office expenses.
(3) Interest on loan has not been fully accounted.  The only amount recorded was K45,000.

(4) A cheque of K12,000 paid to a supplier was recorded in the cash book but no update was made in the payables account. 

Required:
(a) Prepare the trial balance using the information provided.

         7 Marks
(b) Prepare journals, with narratives, to correct the errors identified.              6 Marks
(c) Prepare an extract of the trial balance after adjusting the errors.  Show the affected account balance only.            




                     4 Marks
(d) Prepare the statement of profit or loss for the year to 31 May 2015.        13 Marks
(e) Prepare the statement of financial position for the year ended 31 May 2015.  
8 Marks
(f) Define the term “accounting equation” and illustrate the equation when there are drawings and profit.



         


         2 Marks
 (TOTAL: 40 MARKS)
Continued/……

SECTION B

Answer any three questions from this section

2. (a)
Write brief notes on the following accounting terms. For each term give a
definition, its treatment in the statement of profit and loss and in the statement of 
financial position:
(i) Bad debts written off recovered



         3 Marks
(ii) Accrued interest receivable



                     3 Marks
(iii) Accrued office rental





         3 Marks
(iv) Prepaid electricity



                                 3 Marks
(v) Accumulated depreciation – motor vehicle


         3 Marks
(b)
Identify any five users of financial information and state why they require the information.







         5 Marks

(TOTAL : 20 MARKS)
3.
A non-current asset schedule is important in the preparation of financial statements because it indicates the movements in values of non-current assets.
	The following format is used:
Cost balance b/f

     Addition

     Disposal

Depreciation  –     Balance b/f

· Depreciation expense

· Depreciation on disposal

Net book value
	Asset
     x

     x

    (x)
     x_
    x

    x

   (x)
    x_

    x_


Continued/……
(a) You are provided with the following information:
	Land & buildings

Motor vehicles

Office equipment


	Balance b/f on cost            K800,000

New land acquired               200,000

Depreciation charge b/f        120,000

Depreciation charge            4% on cost

(building element)             K600,000

Balance b/f on cost            K700,000

Acquired during the year     300,000

Disposal cost                        250,000

Depreciation                         150,000  

Depreciation b/f                   350,000 

Depreciation charge             20% on reducing balance 

Balance b/f on cost              K500,000

-  Acquired during the year    200,000

-  Disposal – cost                    300,000

-  Disposal – depreciation       180,000

-  Depreciation b/f                  300,000

-  Depreciation charge            20% on cost


Required:

Prepare a table showing the movements in values of land and buildings, motor vehicles, and office expenses.  Show the totals for each item.
       17 Marks
(b) Mention three causes of depreciation.



         3 Marks








(TOTAL: 20 MARKS)
Continued/……

4.
P J Furnishing produces and sells various furniture for home and office use.  In May 2015, P J Furnishing received an order to supply 10,000 desks and 20,000 chairs to various Government secondary schools.

Total expenses relating to this order were as follows:

30,000

18 feet timber @ K2,000 each


5,000

4 feet treated timber @ K600 each


30,000 litres of glue at K300 per litre


2,000 kg of nails at K600 per kg


Overheads attributed to the order were K600,000 for desks and K400,000 for chairs.


The standard material usage and overheads for each desk and chair were as follows:

	18 feet timber

4   feet timber

Glue

Nails

Overheads
	Desk
3 pieces

½ piece

1 litre

¼ kg

K60
	Chairs
2 pieces

¼ pieces

½ litre

⅛ kg

K20



Required:
(a)
Determine the unit cost of one chair and one desk.
                                 9 Marks
(b) Compute the selling price if the mark up for both the chair and desk is 20%.  
5 Marks
(c) Compute the total profit for the order.



         2 Marks
(d) Define job costing, and mention other four costing methods.
         4 Marks

         





(TOTAL:20 MARKS)
Continued/…….

5.
The bank transactions for the month of April 2015 for Khobidi Investment were as follows:


   
Dr



  Cash books




Cr

	                                                     Amount   
                                                     K’000
1 April      Balance b/f                        70

2 April      Cash sales                         12

7 April      Cash sales                         20

11 April    F Manda                           15

15 April    Cash sales                         38

22 April    Cash sales                         40

23 April    M Tatha                            30

25 April    Cash sales                         15

30 April    O Tate                               16

31 May     Cash sales                         34

                                                         ___

                                                         290
	                                   Cheque      Amount                    

                                                       K’000
3 April      M Banda       024                15

5 April      K Phiri          025                  7

8 April      ESCOM        026                11

10 April    Z Siwa           027               20
12 April    W Tony         028               40
18 April    Airtel             029               12
20 April    S Wanga        030               30

24 April    BWB             031               14
25 April    L Mbewe       032                8
29 April    Salaries          033              50
30 April    J Phiri            034              10

30 April    Balance c/d                        73

                                                          290 



The bank statement as at 30 April 2015 was as follows:
	1 April

2 April

6 April

7 April

10 April

12 April

13 April

15 April

18 April

20 April

22 April

24 April

24 April

25 April

25 April

26 April

30 April

30 April
	Balance b/f

Deposits

K Phiri      025

Deposit

M Banda  024

F Manda
Z Siwa      027

Deposit

Airtel        029

S Wanga   030 

Deposit

M Tatha

F Manda – dishonoured

Bank charge

Direct debit – Pep stores

BWB        031

Salaries     033
Direct credit – B Phoya
	        Dr
     K’000
            7

          15
          20

          12

          30

          15

          12

          40

          14

          50
	   Cr
K’000
       12

       20

       15

       38

       40

       30

       40
	   Balance
   K’000
         70 cr

         82 cr

         75 cr

         95 cr

         80 cr

         95 cr

         75 cr

       113 cr

       101 cr

         71 cr

       111 cr

       141 cr

       126 cr

       114 cr

         74 cr

         60 cr

         10 cr

         50 cr



Required:
(a) Mention any four items used in reconciling bank statements which might not be in the cash book.     






         4 Marks
(b)
Prepare an updated cash book account.



         3 Marks
(c)
Prepare a bank reconciliation statement as at 30 April 2015.
                     9 Marks
(d)
Mention any four reasons why a bank may dishonour a cheque.               4 Marks



 






(TOTAL: 20 MARKS)
E N D
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