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Instructions to Candidates

(@)

(b)
(c)
(d)
(€)

This paper contains Seven (7) printed pages including the cover page, with
a total of Seven questions.

Candidates MUST answer FIVE (5) questions.

Question ONE is compulsory and carries 20 marks.

All other questions carry 10 marks each.

Candidates MUST answer ONE question from each of the Sections and a
FIFTH question from any Section.

PLEASE TURN OVER
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QUESTION ONE

a. Comparability is a qualitative characteristic that determines the usefulness of
financial information.
i.  Explain what is meant by the term comparability in financial statements.
(1 marks)
ii. Explain two ways in which international Financial Reporting Standards
(IFRSs) aids the comparability of financial information. (2 marks)
iii.  Explain two ways in which the use of historical cost accounting may misled
the users of financial statements when prices levels changes. (2 marks)
iv.  Products costing has become one of the method that is used in cost
accumulation mostly in the manufacturing firms. Cost accumulation aids
in the pricing and evaluating the profitability of the products,
Explain how the prime cost is determined. (2 marks)

b. You are the Human Resource Director of modem progressive law firm. During the
last-one year, the law firm’s profits have been on a-downward trend and this has
resulted in doubtful truth through the grapevine that retrénchment might
happen sooner than later.

The Managing Partner (MP) who is also the majority shareholder of the law firm
has summoned you to his office to discuss the general performance of the law
firm which seems to have slackened over the last few months leading to dectine
in profits. The MP started the conversation by stating that there must be change
- immediately to-address the issue. The MP suggested that the first department to
be scrapped was the Human Resource department because according to him what
the department does is clerical which could be handled by any other person.
In addition to getting rid of Human Resource department, the MP was of the view
that employees training and development, weretoo costly which were reducing
‘the profits of the law firm. In order to cut costs, the MP directed that all training
and development programs be scaled down.
As the Human Resource Director, your attempt to explain the importance of
Human Resource department in the law firm was ignored by the MP. The MP’s
parting shot in‘this one-sided conversation ended with an uttimatum that “if you
think that Human Resource department was important to the law firm, then, you
only have 24 hours to prove it; otherwise, the whole department would be

scrapped”. _
Discuss seven (7) consequences that the law firm is likely to suffer if the MP
scrapped the HR department. (7 marks)
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c. Jane was excited to secure a job after finishing her law degree ptior to joining
the Kenya school of law. Even though the job was in a law firm located in Alisoma
town, a rural area in the country, she decided to take it up and gain some
experience. Two miorith into the job, Jane became increasingly frustrated. The
firm did not have formal filing system in place. Recently, a document that was
needed in court urgently could not be retrieved with ease. Furthermore, there
is no formal inventory management system either. The managing partner
complained of a recent purchase of office supplies that was done before the
previous stock got depleted. The partner also observed that the supplier used by
the company was very expensive yet there were cheaper suppliers locally.

i.  Advice the firm -on three benefits they would defrive from adopting a

computerized filing system. (3marks)
. Explain to the firm three important reasons for developing a proper record
management system. (3marks)

SECTION A: COMMERCIAL ACCOUNTS

QUEST!ON TWO _

The follovwng is the. opening statement of financial position for Joy and Company
Advocates as at 30 June 2021:

JOY AND COMPANY ADVOCATES

STATEMENT OF FENANCIAL POSITION

AS AT 30 JUNE 2021
Shs. '000'  Shs. 000
Assets
Non-current assets:
Furniture & Fittings 6,000
Equipment | 12,000
Motor Vehicles 40,000
58,000
Current assets:
Fees in arrears 140,000
Office account 240,000
Client's account _ 450,000
. _ . | I St ubuiniil 830,000
Total assets 888,000
Equity and liabilities
Equity:
Capital 354,000 .

Current liabilities:

Page3of7




" Client's-account - 450,000
Accrued operating expenses 84,000
: ' 534,000
888,000
Details for Joy and Company Advocates for receipts and payments for the year ended
30 June 2022 is provided below:

Shs. ‘000

Receipts:

Fees for services rendered 600,000
Deposit to buy land-for the client 840,000
Deposit for a criminal case from the client 360,000
Payments:

Equipment purchased 3,000
Operating expenses 296,000

Deposit on land sale contract for the client 240,000
Additional information:
iy  Interim fee note of Shs. 40m was debited to client’s account.
(ii'-) Operating expenses of Shs. 15m has been charged to client’s account.
{iii)  Accruing operating expenses amounted to Shs. 44m for the year ending 30
June 2022.
(iv)  Fees inartears for the year ending 30 June 2022 amount to Shs. 120m.
(v)  Depreciation is charged on reducing balance methiod as follows:
o Fumiture & Fittings at 12.5%
s Equipment at 10%
¢ Motor vehicles at 25%

Prepare:
a) The Joy and Company Advocates Income and Expenditure Account for the year
ending 30 June 2022. ' (4 marks)
b) The client’s account for the yeéar ending 30 June 2022. (2 marks)
c) The statement of Financial Position for Joy and Company Advocates as at 30 June
2022. (4 marks)
QUESTION THREE

A trainee accountant working for a sole trader Juma Mamboleo has prepared the
following summary of the cash book for the year ending 30% June 2022:

Cashbook
Particulars  Shs'000" Particulars  Shs ‘000
Receipts 26,442 | Balance b/f 13,698
Balance ¢/f 9,972 | Payments 22,716
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36,4141 36,414

While checking the cashbook against the bank statement, the trainee accountant found
the following discrepancies:

1.

Banik charges Shs. 2,448,000 shown in the bank statement has not been entered in
the cashbook.

. The bank has debited a Cheque for Shs. 450,000 in errotto the accounts of Juma

Mamboleo. _ _
Cheques totalling Shs. 4,806,000 have not yet been presented to the bank for

‘payment. |
-Cheq_{;éf-di‘a.Wn of Shs. 108,000 had been entered in the cashbook as Shs. 1,188,000.
Dividends received of Shs. 1,116,000 have been credited on the bank statement but

not yet recorded to Juma Mamboleo’s cashbook.
There were Cheques received of Shs, 13,716,000, which were entered in the
cashbook but not yet credited by the bank.

. A Cheque for Shs. 1,440,000 has been returned by the bank marked “refer to

drawer” but no entry relating to this has been made in the books.

. Cheque drawn amounting to Shs. 396,000 had been entered as receipt in the

cashbook.
The opening balance in the cashbook should have been Shs. 12,798,000 and not Shs.
13,698,000.

.The bank statement shows that there is an overdraft at 30% June 2022 of Shs.
20,916,000.

a) Expiam two purposes for preparing a bank reconciliation statement. (3 marks)
b) Prepare the updated cashbook. {5 marks)

c) Prepare a bank reconciliation statement as at 30th June 2022. (2 marks)

SECTION B: HUMAN RESOURCE MANAGEMENT
QUESTION FOUR

a. Makongeni Ltd. is a sisal manufacturing company that has been in operation since

the year 2000. However, in the last five years, the company-has experienced low
‘praductivity. According to an internal report, about 45 employees have already
given notjce to leave. Further, the report shows that the contracts of many
- employees were terminated due to gross misconduct. In the last two years,
‘Makongeni was forced reduce its workforce due to COVID-19 which resulted in
low demand for its products. Some branches were closed and the employees
were asked to leave the service on voluntary basis to cut surplus manpower and
others were temporarily sent home due to low capacity. The remaining
employees ‘were moved to other branches without changing their job
responsibilities-and remuneration. The employees were moved without any form
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of induction resulting in wastages of materials and time which in turn has led to
poor productivity. Although these measures affected the operations of
Makongeni, the management argues that they were necessary for the company
to survive,
- Develop an induction programme highlighting the major business areas that can
be covered in the induction training of the employees transferred to other
branches within Makongeni Ltd. (5 marks)

b. _.Effectwe employee placement is at the heart of the recruitment and selection
process. It involves assigning a specific job to a newly selected candidate i.e.
‘matching the job requirements with the qualtifications of the candidate. Discuss
the importance of proper placement in an organization. (5 marks)

QUESTION FIVE
The- management of Unyunyu Supermarkets is planmng to open a new retail store in
Naivasha in line with its expansion strategy. This expansion requires hiring new
empioyees, transfemng some of them on promotioh, inducting new employees and
‘training others to ensure the new store starts operating effectively from the onset.
However, -a review of previeus recruitment and selection report reveals that Unyunyu
Supermarkets has never conducted a job analysis which has resulted in hiring
unqualified staff. In addition, the operations manager reported that employees were
being promoted on the basis of tribalism and nepotism leading to high levels of
dissatisfaction in other branches. Moreover, there are no records to show how
employees are setected for training which has led to wastage of resources -and poor
service delivery. The management of Unyunyu Supermarkets is concerned about this
finding and fears that it might lead to poor service delivery and catalyze employee
turnover -and unnecessary law suits which might be costly to the organization. The
management of Unyunyu has hired you as their HR manager to help improve the
situation.

a) Explain. to the managers five ways in which job anaiysxs can be used to solve

some of the problems faced by Unyunyu Supermarkets (5 marks)

b) Discuss three (3) reasohs why Unyunyu Supermarkets should invest in training

- and development of its employees (3 marks)

) Describe any two criteria that the management of Unyunyu Supermarkets can

use to ensure-fair promotions. (2 Marks)
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" SECTION C: OFFICE PRACTICE
QUESTION SiX

Kairo Tea Plantation Ltd has big agricultural land stretching into 300 acres of land,
three quarters of which is covered with tea plants. The firm employs over 1500 workers.,
In the'year 2021, the managers of the plantation received many complaints from female
workers alleging sexual harassment from their male co-workers and for a few cases,
among the male supervisors. The management however took a defensive rather than a
proactive approach. in addressing the allegations. A local media house reported the
incidence and highlighted that the firm did not have structures to prevent and address
sexual harassment. When the media house probed the management for a comment, the
spokesperson of the plantation said that while they did receive many reported cases of
harassmerit and coercion, their own investigation found that most of these accusations
were unfounded and malicious.

a) Su‘gge‘s‘t to the firm two forms of sexual harassments that they needed to bear

in-mind as they carry out their investigations. {dmarks)
b} Recommend to the firm three steps they need to take in order to curb sexual
harassment at the firm. (6marks)
QUESTION SEVEN

Mutune & Mbithi advocates is a. large law firm which recently changed its location to
the upper hill area of the capital city of Kenya - Nairobi, in a newly constructed
buitding. The law firm has occupied seven floors of the 12 floor building. Barely three
months inte the new premises, disaster struck. The building caught fire due to an
electric fault and by the time the fire was put off, majority of the firm’s property and
records had been damaged. Mutune, one of the partners gave you a task as one of the
employees to generate a report on the preparedness of the firm on disaster
management. He further required you to include in the report other health and safety
measures that the firm needed to put in place to mitigate against future occurrence of
risk.

a) Suggest to the firm actions they can take in order to reduce or avoid the potential
losses from a risk occurrence and ensure there is business continuity, (6 marks)

b). Suggest four health and safety measures that the firm can adopt to mitigate the
loss in case of a disaster. (4 marks)
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