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INSTRUCTIONS TO CANDIDATES:

· Answer four questions only.
· All questions carry equal marks.
· Credit will be given for the use of relevant diagrams and illustrations.
· Any additional question(s) answered will not be marked.
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1. You are operating a Bakery business in your locality.
(a) Design a one week promotional programme for your products.	      (06 marks)
(b) Draft policy Guidelines to ensures discipline of Employees.		      (07 marks)
(c) Write up an Asset register  for your business.				      (05 marks)
(d) Prepare a site plan for your business.					      (07 marks)

2. SMART BUSINESS CENTRE presented the following cash inflows and cash outflows for the month of August 2017.

	August 2017
	Amount (shs)

	Balance b /d 
	8,400,000

	Cash inflows
	

	Cash sales
	250,000,000

	Cash collected from Debtors
	43,000,000

	Loan from Centenary Bank
	30,000,000

	Penalties for delayed payments
	1,500,000

	Commission income
	6,000,000

	Interest on cash deposits
	500,000

	Donations and grants received
	30,000,000

	Total cash inflows
	369,400,000

	
	

	Cash outflows
	

	Purchase of stock
	110,000,000

	Labour costs
	60,000,000

	Power and utilities
	5,000,000

	Administrative costs 
	1,500,000

	Payments to creditors
	50,000,000

	Purchase of machinery
	21,000,000

	Total cash outflow
	247,500,000


  
However the following projections are available for the Months of September, October and November 2017.
(i) Cash sales revenue is expected to increase by 5% in September and October. It will drop by Shs. 500,000 in the month of November.
(ii) Cash collections from Debtors will increase by 10% in September and October. No cash will be received from Debtors in the month of November.
(iii) No further loans will be received until December 2017.
(iv) Commission income is expected to double in the Month of September and reduce by 1/3 of September’s commission income in the next two months.
(v) SMART Business centre will continue receiving interest on deposits equivalent to what was received in August.
(vi) Donations and grants was received only in August and no further penalties on delayed payments will be charged.
(vii) Decapitalization of Assets will be done in September and this will generate Shs. 13,000,000
(viii) Cash purchase of stock will be maintained at the same level in September and October. However it will drop by 10,000,000 in the month of November.
(ix) Labour costs for September, October and November will also be the same as that of August.
(x) Power and utilities will also be the same as they appear in August.
(xi) There will be an increase of shs. 500,000 monthly in the administrative costs.
(xii) The business is expected to start paying corporation tax every month of shs. 2,000,000. However, this will be paid as a single Sum November.
(xiii) The loan acquired in August will be paid back in 6 installments starting in the month of September.
(xiv) SMART Business centre will pay a monthly interest on the loan at a rate of 5% on reducing balance starting in September.
(xv) The Business will donate shs. 1,000,000 to Good Samaritan Children’s Centre in September. This will increase by 4% every month.
(xvi) The proprietor is expected to use shs. 1,600,000 every month for his family needs starting in October 2017.
Required:
(a) Prepare a cashflow statement for SMART BUSINESS CENTRE for the months of September, October and November 2017.				      (22 marks)
(b) Interprete the Net cash position of the Business.				      (03 marks)
                   
3. You own an electronics business operating on hire purchase. To promote good customer care, you intend to review the marketing strategies.
(a) Design a new marketing plan for your business.				      (07 marks)
(b) Describe the various sources from which you will establish the credit worthiness 
of your customers.								      (06 marks)
(c) Explain the various ways you will use to encourage customers pay promptly.
											      (06 marks)
(d) Prepare an invoice to one of your credit customers.			      (06 marks)

4. The following Balance sheet relates to Black Beauty LTD as at 31 / 12 / 2014.
	Particulars
	Amount (shs)
	Amount (shs)

	Total fixed Assets
	
	10,100,000

	Current Assets
	
	

	Closing inventory
	1,500,000
	

	Accounts receivable
	2,910,000
	

	Cash balance
	800,000
	

	Bank balance
	2,500,000
	

	Rent received in advance 
	100,000
	

	Total Current Assets
	
	7,810,000

	Total Assets
	
	17,910,000

	
	
	

	Capital
	4,800,000
	

	Net profit
	5,310,000
	

	Equity capital
	
	10,110,000

	Current liabilities
	
	

	Accounts payable
	4,000,000
	

	Income tax payable
	3,500,000
	

	Wages and salaries due
	300,000
	

	Total current liabilities 
	
	7,800,000

	Total capital and liabilities
	
	17,910,000
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	The following information is also available

	Net purchases
	Shs. 3,500,000

	Turn over 
	Shs. 11,950,000

	Inventory on 1/1/2014 
	Shs.600,000

	Gross profit
	Shs. 9,350,000



(a)  	Determine;
(i) Cost of sales.								      (03 marks)
(ii) Gross profit ratio.							      (03 marks)
(iii) Inventory turnover period in weeks				      (03 marks)

(b) Compute and interpret;
(i) Current Ratio	.							      (03 marks)
(ii) Quick Assets ratio.							      (03 marks)
(iii) Fixed Assets Turnover.						      (03 marks)
(iv) [bookmark: _GoBack]Leverage Ratio							      (03 marks)

(c) What measures can the business adopt in order to increase it’s profitability.	
(04 marks)
 
5. You have been advanced Shs. 10,000,000 by “OPERATION WEALTH CREATION”. You plan to start a poultry farm in your locality.
(a) Prepare a capital expenditure budget for the poultry farm.		      (05 marks)
(b) What factors will you consider when choosing the suppliers of the poultry feeds.	
								(06 marks)
(c) Present a vaccination programme you will use in your poultry farm.	      (07 marks)
(d) Write a letter inviting the District veterinary officer to come for inspection 
of your poultry farm.			      				      (07 marks)

6. Several Traders in your community have been complaining about URA and its taxes. 
URA has organised a tax education workshop and has invited you as an expert in taxation to speak to them.
(a) (i)	Develop a root cause analysis to solve the rampant tax evasion in 
		the community.							      (04 marks)
(ii)	Explain to the traders the consequences of tax evasion. 	      (04 marks)

(b) Explain to the traders the difference between :-
(i) VAT inclusive and VAT exclusive transactions.		                 (03 marks)
(ii) VAT refund and VAT liability.					      (03 marks)

(c) Kikaawa, an importer of motor vehicles, imported a tractor from Japan at a C.I.F value of 3,000 US dollars, attracting an import duty of 25%, excise duty is 40%, VAT is 18% and withholding tax of 6%.
 	Calculate:
(i) Customs value.							      (02 marks)
(ii) Excise duty.								      (03 marks)
(iii) Value Added Tax (VAT payable).					      (03 marks)
(iv) Total amount  of tax payable by Kikaawa	.		                 (03 marks)
		Note:  The Exchange rate is Shs. 3,500 per US dollar 
			(1 US dollar = 3,500 shillings)
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