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UNIVERSITY EXAMINATIONS    
EXAMINATION FOR THE AWARD OF DIPLOMA IN ACCOUNTANCY 
DIAC 0222: FINANCIAL ACCOUNTING TECHNIQUES 
STREAMS:  DIAC Y2S1						             TIME: 2 HOURS						
DAY/DATE: THURSDAY 23/09/2021				         2.30 P.M – 4.30 P.M. 

INSTRUCTIONS:
· Answer question ONE and any other TWO 
· Do not write anything on question paper.

QUESTION ONE 

(a)	Differentiate between hire purchase and credit sales.				(2 marks)
(b)	Explain the three methods of writing off hire purchase interest in hire purchase contracts.
											(6 marks)
XYZ Ltd acquired the rights to remove coal from land owned by ABC Ltd. The agreement provided for the payment of royalty of Ksh. 0.5 per tonne of coal removed. The minimum payment of Ksh 2,000 per month and recoupment of short workings rights to be exercised up to the end of year three. During the first 4 years of the contract, the following quantities of coal were removed.

Year 1 		4000 tonnes 
Year 2 		4800 tonnes 
Year 3		5400 tonnes 
Year 4 		5600 tonnes 
The company’s accounting year ends at 31st December and payment to ABC Ltd made on same date. 

Required:

(i)	Analysis sheet 								(8 marks)
(ii)	Royalties payable account 							(6 marks)
(iii)	Landlords account 								(4 marks)
(iv)	Shortworings account 								(4 marks)
QUESTION TWO 

(a)	Shamba Ltd sale different farm machines. On 1st January 2018, they sold a machine to 	Patrick farm on hire purchase agreement. He made a down payment of Ksh 80,000 and 	agreed to pay 15 equal instalments on monthly basis of Ksh 9,000 each. The cash price of 	the machine was Ksh 191,000.

	The interest earning is on straight line method. The depreciation is charged on straight 	line method at 20% p.a. The company closes the books on 31st December every year.

	Required:

	(i)	Machinery account 							(3 marks)

	(ii)	Provision for depreciation account 					(3 marks)

	(iii)	Hire purchase interest suspense account 				(5 marks)

	(iv)	Hire purchase company account 					(5 marks)

(b)	Explain the term royalties and explain three cases when royalties arises.	(4 marks)

QUESTION THREE 

ABC Ltd sells its goods in containers which are returnable. These containers are purchases by the company at Kshs 20 each per container but each container is written down to the book value of Kshs 15 per container immediately it is purchased. For stock taking purposes, all containers are valued at 15 per container irrespective of whether they are still in stock or in the hands of customers. Containers are charged out to customers at Ksh 25 per container if it is returned in good condition within three months of receipt. 

The following information relates to the year ended on 31dt March 2019

Stock as at 1.4.2018; at premises 		10,000
                              With customers 		2,000
During the year 45,000 containers were purchased 
40,000 containers were issued to customers 
35,000 containers were returned by customers within the time limit 
3,000 containers were not returned by customers within the limit. These were considered as kept by customers permanently.
1,000 containers were scrapped and sold for Ksh 3,000
Kshs 7,000 was spent on the repair of the containers 
On 31st March 2019, 4,000 containers were in the possession of customers



Required:
(a)	Containers stock account for the year ended on 31st March 2019		(8 marks)
(b)	Containers suspense account for the year ended on 31st March 2019 	(7 marks)
(c)	Profit reconciliation for the year as a result of these transactions 		(5 marks)

QUESTION FOUR 

KK enterprises is a firm having branches in various countries in Kenya. The head office in Nairobi purchases all the goods, maintains all branch records and charges goods to branches at cost. The following information was extracted from Nairobi head office for Ankuru branch for the year ended 30th September 2020

						Kshs
	1st October 2019-Stock at cost 	219840
			 -Debtors 		233580
During the year ended 31st September 2020, the following transactions occurred:

	Credits sales 
	675,000

	Cash received from debtors 
	774,000

	Discount allowed to debtors 
	57,000

	Debtors returns
	23,400

	Stock sent at cost from head office 
	549,300

	Cash sales 
	66,660

	Return to head office 
	9,420

	Bad debts written off 
	1,320

	Cash taking sent to head office 
	750,000

	Expenses paid by head office 
	62,400

	Goods stolen 
	5,400

	Cash taking stolen
	9,000

	31st September 202-stock at cost
	153,000



Required:
(a)	Branch stock account 								(8 marks)

(b)	Goods sent to branch account 						(4 marks)

(c)	Debtors control account 							(5 marks)

(d)	Stolen stock account and cash stolen account 				(3 marks)
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