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DURATION: 3 HOURS

Instructions to Candidates

(a) - This;paper contains. Six (6) printed pages including the cover page, witha
total of Seven questions..

(b) Candidates MUST answer FIVE (5) queshons

(©) Question ONEis compulsory and ¢arries 20 marks.

1 (d)  All other questions carry 10:marks each..

[e) Candidates MUST answer ONE question from each of the Sections and a
FIFTH question from any Section,
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QUESTION ONE.

a)

i,

vit,

¥iil

Required

After preparation. of the Trial Balance of KCP Ltd as at.Septembar 2019, the firm s lawyer
has been pmwded with the following additional information for the purpose of preparation
of final accounts..

Due to-an oversight a discount has been allowed to a credit custosmer an the gross
invoiced amount of Kshs. 80,000 at the rate-of 16%. The firm should have used a rate of
6%,

Electricity accrued ameounts to Kshs, 36,710 while: insurance. premitms of Kshs, 22.350
‘have been prepaid.

In Qctober 2019; the employees of the firm received a generat salary increase, hackdated
fo 1 July 2619. Amcunts totalling Kshs. 126,550 iri satary arrears.are payable 1o former
employees who left shertly pefore the salary increment: was ‘announced and who have
nét yet been traced. |t has bigen decided that the. salary packets will be ppenad and
‘cash banked until the ex-employees are traced,

‘Wages. due to casuals amoimting to Kshs. 464; 120 for services rendered in the last week
of Decembar 2019 were paid in January 2020 togethet with the salaries for the month.of
December 2019 which amounted to Kshs. 307,700.

During the yesr, the. exteriorof the warehause Wwas repaired and repamted at & cost.of
Kshs. 500,000. “This amouri was erroneously debited to office premises accotnt. 1¥is
the- pohcy of KCP Ltd to provide for depreciation on the closing balance of non-curcent
assets and this has already been done. The annual ratg of depreciation an office
premises 1528 calculated on the straight-line basis,

in December 2019, KEP Ltd had bought gonds on credit from Latex Ltd for Kshs. 452,000
‘and has also sold goods on credit to the same company for Kshs. 163,040, These amounts
were corfectly posted to their respectivé accounts. -However, these accounts are to be
-pffset by 31 Dacember 2019 and the remaining balance settled by cheque in January
"2020.

The provision for discourits allowed to debtors, which at-present has a balance of Kshs.
229,530 neads fo be reduced to Kshs, 157,400,

Debfs totalling Kshs. &4,800.are irrecoverable and should be writtenvoff. Howevar, Kshs.,
2,440 whiich was written off a5 & bad debt ir the previous. year has now beenrecovered
in Tfuli but the cheque in settiement has not'been batked or posted in the accounts.,

Prepare Journat ghtiies including narrations necessary to record the abave transactions in the baok of

KEP Ltd,

by

)

(16 marks)

Arthur & Artuy advocates firm ran outof printing paper.one Monday morning, at a time when

‘the taw firm had a cash flow problem. The partners had also.complained that the cartridge
For the printers was also finished and tiie prink outs made the firm appear unprofessional to
theirclients. The accountant has regularly advised the' purchiasing manager-to observe the
re-order levels of office supphes so that: they can be'stocked on time.

Explain the importance of having a good Inventory managernent to a law: firm (5 marks)

The ghployment; contract is not. only an economic transactton, it also has social and moral.
connotations. Discuss five (5) argurienits in suppoit.of this view and the’ 1mphcat10ns for
human resaurce management (5 marks),
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QUESTION TWO

Kshs. "000  Kshs. “000

Share capitat (10,000 @ 20/~ ordmary share 200
Purchase and sales - 1,220 2,000
Debtors and Creditors 400 149
PEL:: 8 January 2019 o e 380
Sales. Re!:um . - - AT
Bu:ldirtg af cost 800
Plant gt:cost. S 4,000
‘Provsion for depreqa;xen o

Bmlding s 40
Purcﬁ

ase returns L ' 80

140.
160
! . &800
\Stucli A January 2019 360
Proviston: farbad debts 20
Opet‘atmg eXpenses - 180
.Admlmstratwe expenses 140
Suspenss Actount - 200
o 4220 4270

Additional i’nf_ormatiun

Y —.*

B

LW .b\ o

“Stotl at 3% December 2019 was Kshs. 360,000.
. Sales rdturr of Kshs. 20 ,000. have Been entered into the sales day book as if they were sales.

: —When this error was. d]sca\:ered the: ﬂebtors accounts. were corrected but the sales figure was

notrectified.

5000 new- shares, ‘Were issued’ during the year.at.Kshs, 32 per share, The proceeds have been
credited to the:suspense account,

A-fuilly: depréciated plant which' cost Kshs, 200,000, was sold during the vear. Mo other entries
except bank have been made, The Femmaining ba[ance on the suspense accounts after (2 & 3)
above representsithe sale proceéds,

A delitor of Kshs. 0 000 has heen de:{ared bankrupt. A: general Provision is required at 5% of

‘debkors, *

Rates.af Kshs. 30 ;000 patd in December cnvering half year to 31 march 2020 have not beefy
entered in the books

Debenktire interest has not been paid,

Depreciation on plant js-at 10% on cost. and building at 2% on cost.-

The directors propose to pay a dividend. of Kshs. 2 per share and transfer Kshs, 20,000 o the.
general resefiia,

10. Cori:ﬂ'r’-zftibn-ﬁi}%'ai:a; rate o 32.5% on piofits estimated to be Kshs, 90,080.
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Required

Prapare;
i.  Incofestatements far the year ending 31 Recermber 2019 (5 marks)
.  Statementof Fihanciat Positoh for the year ending 31 December 2019 (3 marks)
itt. .. Suspense Account for year ending 31 Decermibier 2019 (2 marks}
QUESTION THREE
The following information relates to Spring Ltd for the period 2018 - 2019:
30 September 2018 30t Septeinber 2019
Shs™ 000 Shs 000 Shs™ 000 Shs" 000
Fixed assets _ _
Byilding atcost 11,040 ) 13,800
Acc depreciation (2,070}, 3,970 (2,415) 11,385
Plant & Equipiment at cost 13,80 23,460
Ace depreciation (62,100) 7,590 (8,625) 14,835
#Motor Vehicle at cost 4,600 o 5,518 '
Ace depreciation {2,070} . 2530 {(2.932) 2.586
’ ' 19,090 28,806
Current Asiets .
Stock in trade 47140 5,175
Debtars o 2,070 2,519
Cash in:hand & bani £5 —
' ? Q60 4,693
Current Liabilities
Creditors 1380 2070
Taxation. 1725 2070
Dividends. 1035 103% .
Bank drafts. o 2920 345 2174
4140 200 5520 30980
Financed by .
Ordinary share capital 15800 22700
Share premium 1380 2760
Retained profits. 3450 5520
10% debernitures 1380 —
22010 a0
The following Is an extract from the Profit and Loss Appropriation ‘Account for the year ended 30®
Septembear 20719,
Profit befure taxation 6210
Taxation for the year {24513
3795
‘Dividends for the year
Interim - paid 49D .
Firal - Proposed 1035 1723
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Additionaldnformation

.77 Antem of ‘plant was disphsed-of ‘during the 'year ended 30 September 2819 for Kshs..

©ETT 4,035,000 it had cost Kshs. 2,670,000 and had aty accumiilated ‘depreciation of Kshs,
&9103,000. - ' ' .
it The 10% debentpres were redeemedat a prammium of 10% during the year ended 30 September
2019, : o

Relquired-

Prepare- the'Cash Flow Statement for -the year-ended 30 September 2019 in confafmity. with the.
_req_uii"_ 5| qf'lntémﬁﬁiuﬁ'at:ﬁécoun‘ﬂhg Stﬁhda_rﬁs?c ’ : {10 marks)

QUESTION.EGUR ,

To get the best out'of an employee, every manager in.alaw firm mustincorporate ari extra fringe benefit
supplementing an esmployee’s salaty and:adherence:to statutory benefits,

“U8Y 7 Disguss fiveifactors that can jifluence a modern law firm while designing and establishingan
_ employes berefits programme.. o o (5 marks)
b} Disclss fi\(e:.zright:s of an employee granted by the Employment Act,. 2007. (5 marks)

QUESTION FIVE

A fodern. law firm is experiencing a myriad of challenges, ranging from more demanding but fess
comrnitted employees,, skyracketing labour cost due to lack of proper- planning of the human resource.
requifements: As a‘student of hirman Tesolite management, you ate required to develop a human
resource planhing framéivork that witl cater for skirocketing labout costs,

a} [Uustrate the steps you. will include jn the himan resource planning process to ensure the
law fitm has the right rimber of employees with the right skills. {5 marks)

b} Explain -'-h_jc_:«'w a uman resotrce plan can be used to minimize redundanéies in the law firm.
(S-imarks ' '

QUESTION SIX

Joachim has wotked for the judiciary for five: years. During this. perigd, he was instrytmental in the
drafting of the ICT policy which waould goide the aiftomation process.f the judiciary. However, three
years (ater, the judiciary*s systems of opefations are largely manual. There is no. intarniet eonnectivity
within the juditiary's. premises. He knows that the members of staff have many concems about the
impactof 1T on the judiciary s operatiois. For example, he bitce had-a conversation with ana-employse
‘whose main cotcern was how to dispose of electronic records should the need arise, ’
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He hias been redliested by the board to make a _p:_'e_senta.tion to-all staff regarding these jssues.and has.
sought your help onwhat to include in the presentation.

a) Highlight to Joachify the impact that ICT has hadon éh_e‘-le_gal profession to date. {6 marks)
b} Explain the various ways of disposing of elgctronic records. {4 marks)

QUESTION SEVEN

Ongir, the managing partrerof Cngirl & Postage advocates called for an urgent partners” meeting one
Monday morning. 1t had cometo his.knowledge that a front office member of staff. teft the firm because
- she toutd ho longer tolerate the sexual advances she was getting from some merbers of staff. The firm,;
theugh small, employs 33 emplayees a majority of whom are lawyers and ity opérationis are guided by
several policies-that underpii its application of technology, engagement with internal ‘and exteimal
stakeholders as well as quallty assurance to its elients. ' '

Disring the meeting, Ongiri shared his contera of the high labour turnover of thefl ront office personnet
and-also urged the partners to. consider developing a sexual harassment policy te guide the behaviour of
the firm's employees. Postage, one of the firm’s partners, however argised that they should be
discussing core matters of the firm instead of wasting timeé with non-core furictions. The partners
however agreed that the firm needs & draft the policy as spon as:possible but were still not convificed
on the importance of frontoffice funciions in‘a law.firm. '

a) Explain to the firms parthers five provisions of a good sexual harassment policy.  (5marks)
b} Advise the fir’ s partners.on the Importance of having a front office function. (5 marks)
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