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INSTITUTE OF BANKERS IN MALAWI

CERTIFICATE IN BANKING EXAMINATION

SUBJECT: INTRODUCTION TO BUSINESS

  ACCOUNTING (IOBM-C102)
Date: Saturday 3rd May 2008
Time Allocated: 3 hours (08.00 to 11.00 am)

INSTRUCTIONS TO CANDIDATES

1
Read the instructions on the cover of the answer book.
2
This paper consists of TWO Sections, A and B.
3
Section A consists of 4 questions, each question carries 15 marks. 


Answer ALL questions.
4
Section B consists of 4 questions, each question carries 20 marks. Answer any TWO questions.
5
DO NOT open this question paper until instructed to do so.

SECTION A 
(60 MARKS)
Answer ALL questions from this Section.
QUESTION 1
The following transactions relate to the business of Jane Munthali, a fishmonger at Blantyre Market during the month of January 2008.

	Date
	Transaction



	02.01.2008
	Opened a business bank account in which she deposited K60,000

	03.01.2008
	She paid rent by cheque K1,000

	04.01.2008
	Purchased fittings for her shop worth K12,000 by cheque

	05.01.2008
	She paid K7,000 cheque as part payment for a refrigerator

	08.01.2008
	Purchased a motor van and paid a cheque of K20,000

	09.01.2008
	She paid a cheque of K550 for insurance on the van

	11.01.2008
	Paid K400 licence fee by cheque for the van

	13.01.2008
	Bought fish worth K8,000 from J Gawa on credit

	16.01.2008
	Sold fish worth K6,430 cash

	19.01.2008
	Paid K300 cash for cleaning

	24.01.2008
	Deposited K6,000 cash in the bank


Required

(a) Record the transactions in the appropriate ledger accounts.    (9 marks) 
(b) What is the difference between ‘prepaid expenses’ and ‘accrued expenses’.







 (2 marks)
(c) Discuss any four qualities of accounting information.

 (4 marks)
Total 15 marks
QUESTION 2
The following is a list of balances taken from the ledger of Mayi Mwale, a sole trader, as at 31st May 2008, which is the end of her recent financial year.

	
	K

	Stock at the start of the year
	
58,300

	Plant and Machinery, at cost
	
364,200

	Accumulated depreciation
	
145,680

	Purchases
	
487,600

	Sales
	
1,018,900

	Discount Allowed
	
13,240

	Discount Received
	
11,500

	Returns to Suppliers
	
5,310

	Returns from Customers
	
7,610

	Wages and Salaries
	
153,000

	Other Operating  Expenses
	
218,500

	Trade Creditors
	
43,800

	Trade debtors
	
63,400

	Cash in hand
	
1,990

	Cash at bank
	
21,970

	Drawings
	
84,650

	Capital
	
249,270


The following additional information as at 31st May 2008 is also available:-
(a) Stock at the close of business was valued at K61,400.

(b) Certain operating expenses have been prepaid by K1,720 and others are outstanding by K2,330
(c) Plant and machinery has still to be depreciated for the year ended 31st May 2008 at 20% per annum on cost.

(d) Other operating expenses include the following:

Carriage inwards


K 6,500
Carriage outwards


K15,400
Required:
(i) From the list of balances, prepare a trial balance as at 31st May 2008.







 (7 marks)
(ii) Prepare the Trading and Profit and Loss Account for the year ended 31st May 2008.






 (8 marks)
Total 15 marks
QUESTION 3
The balance according to Mr. Mwanza’s cashbook as at 31st May 2008 was K131,852.  A checking against his bank statement for the month revealed the following:-

(i) Cheques drawn but not yet presented.

	Name
	Cheque Number
	Amount

	Mr. Phiri
	5003
	K100,500

	Mr. Chipeta
	5010
	K  50,000

	Mr. Loti
	4999
	K  25,000


(ii) A cheque amounting to K603,822 was deposited but was not yet credited by the bank.

(iii) Traders credits received by the bank but not entered in Mr. Mwanza’s cash book:

Name




Amount

Mr. Ngosi



 40,200

Mr. Kondowe



200,000

(iv) Standing order in favour of Limbe Country Club not yet entered in the cash book amounted to K120,000.
(v) Bank charges not yet entered in the cash book amounted to K4,046.

Required

(a) Re-open the cashbook making such entries as are necessary to update the cashbook.






 (6 marks)
(b) Prepare a statement to calculate the balance shown on the bank statement at the same time reconciling the balance shown in the cash book.








 (8 marks)
(c) List two advantages of paying by cheque.


   (1 mark)
Total 15 marks

QUESTION 4

Mr. Chipeta’s trial balance as at  31st March did not agree.  The debit balance being more than the credit balance by K8,100.  A suspense account was opened to make good of the difference in the trial balance.
An investigation made during the first week of April revealed the following:

(i) A credit purchase made from Macsteel of K72,100 was recorded in the purchases day book as well as Macsteel’s account as K71,200.

(ii) A credit sale to Mr. Banda of K800 was correctly recorded in the sales day book but it was debited to Mr. Manda’s account

(iii) The sales day book for the month of March 2008 was under cast by K3,000.

(iv) A credit purchase of K51,000 from R. T. Stationers was completely omitted in the books.

(v) A credit purchase of K5,100 from Mr. Ziyaya was correctly recorded in the purchases day book but no entry was made in Mr. Ziyaya’s account.

(vi) Sale of motor vehicle, written off from the books, for K100,000 cash was recorded in the book as debit cash and credit sales.

Required

(a) Show journal entries necessary to correct the errors.
          (12 marks)
(b) Open the suspense account and make entries as from (a).
 (3 marks)








Total 15 marks
SECTION B:    (40 Marks)
Answer ANY TWO questions from this section.

QUESTION 5
Mr. Wataya has been in the stationery business for sometime.  One of the items he stocks is A4 paper.  The following information is for transactions of the A4 paper during the month of June 2008:-
	1/6/08
	Balance brought forward of 75 reams valued at a total cost of K56,250

	5/06/08
	Bought 100 reams for a total cost of K80,000.

	13/06/08
	Sold 90 reams at K1,200 each

	19/06/08
	Bought 250 reams for a total cost of K25,000

	23/06/08
	Bought 100 reams for a total cost of K110,000.

	29/06/08
	Sold 300 reams at K1,500 each.


Required:

(a) Using FIFO, LIFO and weighted average methods of stock valuation:
(i)   Calculate the value of stocks at the end of June 2008.
 (9 marks)
(ii)  Calculate profit made in the month.



 (8 marks)
(b) Comment on your results in (a).




 (3 marks)  
Total 20 marks
QUESTION 6

The following transactions were extracted from the books of Kambuku Textiles Limited on 30 September 2007:

K

	Capital
	48,000

	Office equipment and furniture
	2,880

	Drawings
	9,000

	Stock
	30,000

	Purchases
	336,000

	Sales
	410,000

	Rent
	2,700

	Light and heating
	900

	Insurance
	600

	Salaries
	12,700

	Stationery and printing
	1,400

	Telephone and postage
	1,000

	General expenses
	5,100

	Travelling commission and expenses
	19,800

	Bad debts
	660

	Trade debtors
	38,200

	Trade creditors
	16,300

	Cash at bank
	13,200

	Cash in hand
	348

	Provision for bad and doubtful debts
	300



The following additional information is provided:
(i) Closing stock was valued at K12,900 on 30 September 2007.

(ii) The following expenses were accrued and prepaid at 30 September 2007:

K

Prepaid rent




900

Accrued lighting and heating

270

Accrued travelling commission

900

Accrued audit charge


400

Prepaid insurance



900

(iii) The provision for bad and doubtful debts is to be raised to 3% of closing debtors.

(iv) Office equipment and furniture is to be depreciated at 10% on cost.

(v) Kambuku withdrew stock worth K112 for her own use during the year.
Required:
(i) Prepare a trading, profit and loss account for the year ended 30 September 2007.




          (10 marks)
(ii) Prepare a balance sheet as at that date.   
          (10 marks)
Total 20 marks
QUESTION 7
Impex is a small retail shop which supplies residents of the city of Blantyre with cookery and glassware, kitchen utensils and electrical appliances.  Most of its sales are on cash basis but a few credit sales are made to well known persons.
Sales on credit made during the month of May 2008 were as follows:

	Date
	Customer

	5th May
	Chilembwe Lodge:
· 8 china tea sets at K8,000 per set

· 12 sets of glasses at K480 per set.

	10th May
	Hong Kong Restaurant

· 3 electrical food processors at K24,000 each

· 2 electrical microwave ovens at K44.00 each

	20 May
	Mai Mbewe:

· 1 China tea set at K8,000

· 2 sets of glasses at K480 per set

· 1 electrical food processor at K24,000.

	26th May 
	Royal Taj

· 4 large kitchen pans at K25,000 each

· 12 sets of kitchen knives at K900 per set.


Required:
(a) Prepare a sales day book and record the above transactions choosing reasonable invoice numbers to document the transactions.  (10 marks)
(b) Show the entries made to the personal accounts in the sales ledger.









 (4 marks)
(c) Show the entry made to the nominal account.


 (2 marks)
(d) List eight contents of an invoice.




 (4 marks)
Total 20 marks
QUESTION 8
Black, White and Brown are in partnership making and selling garden furniture. The net profit of the business (before appropriations of profit) for the year ended 30 September 2005 was K32,000.

The following information is also available:

i. The balances on the capital accounts of Black, White and Brown at the start of the financial period were K50,000, K40,000 and K30,000 respectively and on their current accounts K4,000, K6,000 and K2,000 respectively.

ii. Interest on capital is to be paid to the partners at the rate of 10%.
iii. Brown receives a salary of K2,000 per annum.
iv. Partnership profits are distributed to Black, White and Brown in the ratio 4:3:2 respectively.

v. The partners’ drawings for the year were as follows:

Black
K6,000

White
K8,000

Brown
K6,500

Required:
· Draft the appropriation account for Black, While and Brown for the period ended 30 September 2005.


 (8 marks)

· Draw up the partners’ current accounts for the period ended 30 September 2005.





 (8 marks)
· What are the main differences between the balance sheet of a sole trader and the balance sheet of a partnership.
(4 marks)
Total 20 marks
END OF QUESTION PAPER
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