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SECTION A (THIS SECTION IS COMPULSORY)
QUESTION ONE

a) Distinguish between accounting concepts and accounting conventions.            

(06 marks)
b) Mango Millers Ltd. has reported various figures in its statement of financial position, including buildings, bank loans, accrued expenses, and sales revenue. The financial manager is unsure how to classify certain items. In view of this, using the framework, identify and explain the classification of the following items:

i) Buildings









(02 marks)
ii) Bank loan









(02 marks)
iii) Accrued expenses








(02 marks)
iv) Sales revenue








(02 marks)
c) XYZ Ltd has faced a series of financial challenges in recent years, but the management is confident that the business will continue to operate in the future. In December 2024, XYZ Ltd signed a contract to provide services worth UGX 10 million, with payment due in January 2025. Additionally, the company incurred UGX 2 million in expenses for services rendered during December 2024, but these costs are not paid until January 2025.
i) How should XYZ Ltd recognize the revenue and expenses related to the contract?
(04 marks)                                                                                               
ii) How does the Going Concern Concept influence XYZ Ltd’s preparation of the financial statements for the year ending December 2024?                



(04 marks)
iii) How should the financial transactions be recorded in the books of XYZ Ltd for the month of December 2024?                                                                   


(04 marks)
d) On 1st January 2025, Amina was admitted as a partner in KALM Traders, joining existing partners Kenneth and Lucy. Amina brought in UGX 50 million as capital and was entitled to 25% share of profits. The firm’s goodwill was valued at UGX 20 million at the time of admission.

Required:

i) Explain two accounting adjustments that are necessary when admitting a new partner. (04 marks)
ii) How should goodwill and capital contribution be treated in the partnership accounts? (04 marks)
e) Discuss three major limitations of using accounting ratios as a basis for decision-making in financial analysis. 








         

(06 marks)
SECTION B (CHOOSE ANY THREE QNS FROM THIS SECTION)

QUESTION TWO

Adam and Betty are running a partnership firm for 05 years and they share profit equally. Their balance sheet on 31st December, 2021 is as follows: 

Assets                                                                                    UGX
Furniture        






2,000 

Land & building   




           50,000 

Inventory     





          40,000    

Accounts receivable                                                             32,000 

Bills receivable                                                                       6,000 

Cash                                                                                        45,000  

Total Assets                                                                          175,000 

Capital and liabilities 

Capital A/cs 

Capital – Adam                                                                        60,000 

Capital – Betty                                                                          32,000 

Liabilities 

Account payable                                                                        83,000 

Capital and liabilities                                                            175,000 

 On 1st January, 2022, the assets were revalued. The results were as follows: 

The land & building has to be increased by UGX 400,000 

The furniture & inventory value has to be reduced by 5 % and 10 % respectively 

Required:
Prepare necessary ledger accounts to record the above transactions including; 

a) Revaluation account




 


(08 marks)
b) Assets accounts fully adjusted 






(06 marks)
c) The statement of financial position as at 1st January,2022


(06 marks)
QUESTION THREE
Kaberamaido Furniture Works Ltd is a manufacturing company that produces and sells wooden furniture. The following financial information has been extracted from its books for the financial year ended 31st December 2024:

Inventories:

i) Opening Raw Materials: UGX 10,000,000

ii) Closing Raw Materials: UGX 8,000,000

iii) Opening Work-in-Progress (WIP): UGX 6,000,000

iv) Closing Work-in-Progress: UGX 5,000,000

v) Opening Finished Goods: UGX 12,000,000

vi) Closing Finished Goods: UGX 10,000,000

Purchases and Expenses:

i) Purchases of Raw Materials: UGX 50,000,000

ii) Carriage Inwards: UGX 2,000,000

iii) Direct Labour: UGX 25,000,000

iv) Direct Expenses: UGX 3,000,000

v) Indirect Labour: UGX 5,000,000

vi) Factory Rent: UGX 4,000,000

vii) Factory Electricity & Water: UGX 2,000,000

viii) Depreciation on Factory Equipment: UGX 3,000,000

Sales and Other Income:

i) Sales Revenue: UGX 150,000,000

ii) Interest Income: UGX 500,000

Administrative and Selling Expenses:

i) Administrative Salaries: UGX 6,000,000

ii) Selling & Distribution Expenses: UGX 5,000,000

iii) Office Rent: UGX 2,000,000

iv) Depreciation on Office Equipment: UGX 1,000,000

v) Telephone and Postage: UGX 500,000

Other Balances:

i) Capital Introduced: UGX 100,000,000

ii) Drawings: UGX 10,000,000

iii) Debtors: UGX 15,000,000

iv) Creditors: UGX 18,000,000

v) Bank Balance: UGX 13,000,000

vi) Cash in Hand: UGX 5,000,000

· Net value of:

i. Machinery: UGX 30,000,000

ii. Motor Vehicles: UGX 20,000,000

iii. Furniture and Office Equipment: UGX 10,000,000

REQUIRED:

Prepare the following financial statements for Kaberamaido Furniture Works Ltd for the year ended 31st December 2024:

a) Manufacturing Account 






(08 marks)
b) Trading Account, Profit and Loss Account 

             


(08 marks)
c) Balance Sheet as at 31st December 2024                                       


(04 marks)
QUESTION FOUR
Thomas, Harriet and Derrick are in partnership sharing profits in the ratio of 3:2:1. They have the following agreed upon:
i) Interest on capital at 12%

ii) Interest to be charged on drawings at 5%

iii) Thomas is entitled to a loan at an interest rate of 5%.

iv) Harriet is entitled to a salary of UGX 12,000,000 p.a
The Partners’ balance sheet as at 31/12/2024 showed the following information:

a) Capital Account:
· Thomas 

           UGX 40,000,000

· Harriet 


UGX 12,000,000

· Derrick


UGX 16,000,000  

b) Current Account:
· Thomas 


UGX 7,000,000
· Harriet 


UGX 3,600,000
· Derrick


UGX (1,400,000)  

c) Drawings 
· Thomas 



UGX 12,000,000

· Harriet 



UGX 14,000,000

· Derrick



UGX   8,000,000  

d) Loan account – Thomas:  

UGX 12,000,000
The partners profit and Loss account showed a Net Profit of UGX 48,460,000, loan interest exclusive.

Required:  Prepare; 
i) Profit and Loss Appropriation account 





(12 marks)
ii) Current account 








(08 marks)
QUESTION FIVE
Muwanguzi Ltd, a limited liability company operating in Uganda, has an accounting year ending on 31st October. The accountant is preparing the financial statements as at 31st October 2023 and requires your assistance. The following trial balance has been extracted from the company’s general ledger:

Trial Balance as at 31 October 2023

	Particulars
	Dr (UGX '000)
	Cr (UGX '000)

	Buildings at cost
	740,000
	

	Accumulated Depreciation - Buildings (1 Nov 2022)
	
	60,000

	Plant at cost
	220,000
	

	Accumulated Depreciation - Plant (1 Nov 2022)
	
	110,000

	Bank Balance
	70,000
	

	Revenue
	
	1,800,000

	Net Purchases
	1,140,000
	

	Opening Inventory (1 Nov 2022)
	160,000
	

	Cash
	20,000
	

	Trade Payables
	
	250,000

	Trade Receivables
	320,000
	

	Administrative Expenses
	325,000
	

	Allowance for Receivables (1 Nov 2022)
	
	10,000

	Retained Earnings (1 Nov 2022)
	
	130,000

	Equity Shares (UGX 1 each)
	
	415,000

	Share Premium
	
	80,000

	Totals
	2,975,000
	2,975,000


Additional Information:
1. The allowance for receivables is to be increased to 5% of trade receivables. This is to be treated as an administrative expense.

2. Depreciation:

i. Plant is depreciated at 20% per annum using the reducing balance method.

ii. Buildings are depreciated at 5% per annum on original cost.

iii. Depreciation should be treated as part of cost of sales.

3. The closing inventory at 31 October 2023 was valued at UGX 75,000,000.

4. An invoice of UGX 15,000,000 for energy costs (relating to the quarter ending 30 November 2023) was received on 2 December 2023. This amount has not yet been recorded. Energy costs fall under administrative expenses.

Required:

Prepare the following for Muwanguzi Ltd as at 31 October 2023:

a) The Statement of Profit or Loss (Income Statement) 





(10 marks)
b) Statement of Changes in Equity




             



(05 marks)
c) The Statement of Financial Position (Balance Sheet)                            



(05 marks)
QUESTION Six
The following is an extract from the financial statements of Sunrise Traders for the year ended 31st December 2024:

Income Statement
· Sales Revenue: UGX 500,000,000

· Cost of Goods Sold: UGX 320,000,000

· Operating Expenses: UGX 100,000,000

· Net Income: UGX 80,000,000

Balance Sheet
	Assets
	UGX
	Liabilities & Equity
	UGX

	Current Assets
	150,000,000
	Current Liabilities
	75,000,000

	Inventory
	50,000,000
	Long-Term Debt
	60,000,000

	Non-Current Assets
	250,000,000
	Shareholders’ Equity
	265,000,000

	Total Assets
	400,000,000
	Total Liabilities & Equity
	400,000,000


Required:
Calculate the following ratios:
i) Gross Profit Margin









(04 marks)
ii) Operating Profit Margin








(04 marks)
iii) Current Ratio









(04 marks)
iv) Return on Equity (ROE)






 

(04 marks)
v) Inventory Turnover Ratio








(04 marks)
***END***
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