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A, @) Explain four reasons that make double entry system of accounting important in an
organization, » (8 marks)
(b The following information relates to plant owned by Wahu Lid. o0
1. Balance as at 1 January 2022, 2900 )
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(b) John and Chege are partners in a business shanng profits anc
respectively. The following is the balance sheet of their firm as t

John and Chege

Balance sheet as at 31 December 2024

| losses in the ratio 2:3

a 31 December 2024,

Ksh Ksh Ksh Ksh
Capital Account Non-current Asscls
John 200,000 Premises 240,000
Chege 300,000 Furniture 90,000
500,000 | Motor Vehicle 100,000
430,000
Current Accounts Current Assets
John 10,000 Stock 20,000
Chege (2.000) 8,000 [Debtors 15,000
Bank 65,000
100,000
Current Liabilities
Creditors 22,000
530,000 530,000

On 1 January 2025, the partnership was dissolved on the following conditions.

I. The assets were realized as follows;
, Ksh.
Premises 300,000
Furniture 82,000

Motor vehicle

90,000

11. John took stock costing Ksh 4,000 and the rest was sold at Ksh 15,000

I11. Debtors realized Ksh 13,400
V. Creditors were settled the due amounts less 5% cash discount.

V. Dissolution expenses amounted to Ksh 6,500

Prepare:

(i) Realization account.
(ii)  Capital accounts.
(iii)  Creditor’s account.

(iv)  Bank account.
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Outline four limitations of published financial statements.

Yansh Company has a branch at Kinget, Goods ate invoiced to ('hc
259, The following details relate to the branch for the month of January

N
Debtors balance as t (1 January 2025)
Cash sales by the branch - ot
Credit sales - o'

Stock at the branch (1 January 2025)
Goods spoilt o it s N
Cash received from debtors - :v

Goods sent to the branch - **

Wages paid by the head office”™

.
pret

o X .
Water and electricity paid by head office”

Sunday expenses - AR W

b
goods returned by customers to the braneh g,

. > Al ()
Discounts allowed to customers .~ ,\Wf' §

Qg

Prepare the,

() Branch stock account

(i) Goods sent to branch account
(iii)  Branch expenses account

(iv)  Branch debtors account

(v) Branch stock adjustment account.

March / April 2025

(8 marks)

branch at cost plus
2025,

Ksh.
8,500
70,300
20,200
4,400
2,000
5,600
130,000
12,000
3,500
9,800
6,550
1,700

(12 marks)
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d. (@ Highlight fouy way

s i which pension funds may be invested.

(8 marks)

| v s £ i -
(b) :‘;]RC? L.umlcd undertook a contract to construct a bridge at a price of Ksh. 10 million,
the intormation relating to the contract for the year ended 31 December 2024 is as
follows;
Ksh. (000)
Materials purchased 1,000
Materials issued to the site 950
Direct wages 340
Plant purchased and installed 3,300
Hire charges of machinery 740
Site office expenses - paid 430
- due 20
Materials returned to store 130
Work certified 5,000
Cost of work not certified 2410
Value of plant on 31 December 2024 3,000
ABC Limited received Ksh 4.8 million as payment on the work certificd.
Prepare:
1) Contract account
(i)  Contractee’s account, (12 marks)
5. (a) Explain four types of legacies. (8 marks)

(b)  Cruser Limited bought two machines AB and XY from Kaspa Limited on hire purchase

terms as follows:

Date of Purchase Machine AB

| Ksh
Cash price 400,000
Deposit 80,000
Hire purchase interest 1,00,000

Machine XY

Ksh
600,000
100,000
120,000

The hire purchase agreement provides for payment to be made in 24 equal monthly
instalments, starting from the last day of the month of purchase. Hire Purchase interest

is spread over the agreement period.\

The accounting period of Cruser Limited ends on 31 December every year.
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For cach of the years ended 31 December 2022, 2023 and 2024, prepare:

(1) Machinery account.
(i) Kospa Limited’s account,
(iti)  Hire purchase interest suspense account. (12 marks)

Salmon Enterprises buys and sells one particular type of stock, which is insured against
fire. On 2nd April 2023 accidental fire destroyed a good part of the stock in the store.
Stock costing Ksh 3,000 was salvaged but not their stores ledgers.

The sum insured of the stock was Ksh 120,000, The following information was
retrieved from the records available,

I. Total sales invoices during the period January to March 2023 amounted to
Ksh 582,000.
11. Credit customers had returned goods worth Ksh 11,700 some few days belore

the date of the fire.

111, Opening stock on January 1, 2023 was Ksh 15,600.

V. Purchases of stock between January 1, 2023 and April 2,2023 amounted m‘
Ksh 391,000. The proprietor had withdrawn goods costing Ksh 12,000 during
this period.

V. Gross profit margin is 33+%

VI.  On the date of the fire Ksh 9,150 was incurred for fire fighting expenses.

VII.  The insurance policy is subjected to average clause.

Preparc:
(i) Trading account,
(ii) A statement to show the insurance claim recoverable. (10 marks)

Shaw Limited bought a 12% Ksh 100, 000 loan stock of ABX Limited on 1 February
2022 at 78 - 80 cum interest. The brokerage fee was Ksh 3000. ABX Limited pays
interest half yearly on 30" June and 31 December. On October 2023, Shaw Limited
sold half of the loan stock at 90 - 93 ex interest to Bokole Limited

For each of the years ended 31 December 2022, 2023 and 2024.

Prepare an investment account.
(10 marks)

March 1 April 2025
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Explain four duties of a trustee in bankruptcy. (8 marks)

(®)  On1Jay vary 2018, Azipo Limited leased a quarry from Kanko Limited
for a period of G years, Royalty payable was Ksh 200 per ton of slones
eXtracted. The minimum rent is Ksh 400,000 per annum, Short workings are
Tecouped within one year after the year in which they fall. The output from the
quarry was as follows:

Year
2018

2019
2020
2021
2022
2023

Prepare:

Output (tons)
H
1501

980
2330
873
3000
2800

(i) Royalties payable account
(ii) Land lords’s account
(iii)  Short workings account. (12 marks)
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