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INSTR_UCTIONS TO CANDIDATES

Answer Question One in Section A and Any other TWO (2) Questions in Section B

QUESTION ONE (COMPULSORY)



SECTION A
QUESTION ONE (COMPULSORY)

a) Differentiate between bankruptcy and liquidation (2mks)

b) There are compulsory grounds for a company to wind up. Explain three reasons that a
company may be wound up by the court (6mks)

¢) Discuss two reasons why firms opt for reorganization of their business activities (2mks)

d) Mr. Taabu carrying out business in Bungoma found himself insolvent and on 30t
November 2012 and filed 3 petition in bankruptcy. The following balances were extracted

from the books of his business on that date.

Description Kshs. Description Kshs.
Taabu capital 4,800,000 - | Shop land and 16,000,000
building

Mortgage on shop | 12,000,000 " | Furniture and | 4,000,000
(land and building) fittings
Loan I1.C.D.C. Ltd 4,800,000 « | Stock of goods 3,300,000
Loan- Equity 2,400,000 Debtors 2,565,200
Loan — Commercial 800,000 Taabu drawings 5,256,000
Bank of Africa
Loan- Paul Zawadi 400,000 1 Cash in hand 8,000

[

Loan-Peter Hasara 80,000 |

Trade Creditors 4,560,000 ||

i
UL
N.HLF,  N.S.SF 144,000 i
and P.A.Y.E j /




Salaries and wages | 72,000

payable

Bank overdrail 73.600 T

30,129,600 f 30,129,600

Additional information

(1)

(ii)

(iii)

(iv)

)

(vi)
(vii)
(viii)
(ix)
(x)

(x1)

(xii)

The trade creditors includesfkshs. 120,000 owing to Bungoma County in respect
of rates in for the current perjod and a small loan from Taabu’s friend Kopesha for

Kshs. 40,000 !

The amount owing for salaries and wages and statutory deductions are for 2006.

There is a Kshs. 840,000 interest unpaid on the mortgage as at 30th November
2012 which was not recorded in the books.

The loan from I.C.D.C. Ltd was secured by a second mortgage on the shop (land
and building). The unrecorded interest owing as at November 2012 was kshs.
384,000

The loan from Commercial Bank of Africa was obtained when Taabu pledged his
wholly owned piece of land as security. The value of the piece of land was kshs.
1,200,000. There was no interest outstanding on his loan

The interest on Paul Zawadi was to vary with profits, since the business was
operating a loss, there was no interest due.

There was no interest outstanding on the loan from Equity Ban

Peter Hasara is Taabu’s brother in law

The value of the assets was estimated to be: Shop — Land and Building Kshs.
16,800,000 Furniture and fittings Kshs. 3,200,000 Stock of goods Kshs. 800,000
Of the debtors kshs. 1,600,000 were thought to be goods and kshs.800,000
doubtful of which kshs. 600,000 was collectable

Taabu’s uncle died recently and he was to receive kshs. 200,000 as inheritance.
Taabu has no personal creditors outside the business but he had other personal
assets beside the piece of land amounting to kshs. 240,000, exclusive of

households and personal effects.
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| Trade payables

43,500
Trade receivableg

31,200
Bank overdraft

5 51,000
Leasehold Property: cost 80,000 ‘
Leasehold |

property: | 30,000
accumulated depreciation |

Plant and Machinery: cost 210,000
Plant and

Machinery:

(financial year to 31 October 201

6 inclusive).
The balance on the share Premium account was to be

utilized for burposes of capita]



B

TVLIdVD ([TE[ZI}IOHLHV]

; ]
000°CL9 | |
009°9€1 SOLIOJURAU]
000°SL | | 510192(]

(0007CO) | ued

SLASSY INTIANO

000°8€ waed

000%C sasuadxa (@ pue d

000°9% aamyruin,j

T 00156 AOIYRA
F 000 ¢11 K1ourgoey pue Jueld |

000°SLI Sutp[Ing pue pue]
L 'sus INTHUNO-NON |
00T QA [ JE S uonIsod [erouruly
\ PN IANH

¢00T TI'1E3®

se P INH Jo 102ys ddue[eq 343 S Sumor|oy YL -uepd Sunmioninsal [endeo ot juswo(dwl

0] paaide oAy 1Op[OYdIEYS JO Surpaw [e19ua3 S00T 1894 O U] "STEdK JA[NOISUOD MO 105

SPUoPIAIp Aue £ed 10 are(oap jouued Auedwod Ay} PISNED ST *MOI & Ul sTed M3J B SISSO]
ssauisnq paIdyns pey pue SaNNOLJIP [erourul} JO s1eak (] 10y Suneiado uadq sey pi WH @
(syyurg)1oA100a1 Kdydnryueq [elolyo Jo soyo1 Aoy Inoj ure[dxy (e

¥NO04 NOLLSANO

(sywig) suonoesue [[€ Jo uoneydwos 1ye uonrsod [eruEUL JO wawels (9

(syws) 9107 12900 L€ 1® SE SJunodde SIQUIAIA (q




‘[0 UT P3JEUTWI[d dIe S}Osse d[qIFuru] (1a

"PAMO ()0°S "SYS AI9AD I0J (' ['SUS @) sareys Lreurpio
JO un { paAredar Aq Auedwodo oY) U0 1GAP AY) SJBUIWIP 0} PI2I3e $I0)2II( (A

"yseo ul pred s1 aoue[eq

YL "anp (0°S'SYS AI9AD 10j PIAY sareys AIBUIPIO Jiun { AI9Ad 103 00 @) 2reys
Areurpio Sumsst £q s1qap ay} d119s 0} paaide () ‘0§'SYS 0} Sununoure I0}Ipal) (A1
S2IIUaQ3p % § JO pansst Aq pred aq [[1m syeipioso Yueqg (11
‘pareurwi[a A[[ny q [[eys sso pue jijoid pue Junoode wmrwaid areys (1

"oed ()0 [ "SYS JO SaIeys AIBUIPIO 0JUT PILIIAUOD

pUB POUIQUIOD USY) dIB SOIeyS JO SOSSB[O yjog ‘1un Id3d (L'(Q 'SYs £q pasnpar
aq 01 are sareys Areurplo pue jun Jad ¢z'( "SYS 18 paonpal oq 03 SaIeys doudIalold (1
:fended Jo uonONPAI JO AWAYAS Y3 ST Fuimo[[of 2y, ‘paureiqo Anp

sem 1Moo 3y jo eaoxdde pue [enides i1 2onpal 0] uonnjosal [e1oads e passed Auedwoo oy,

000°TL9

000°S11 101paI)
000°09 ueo] 101911(]
000°Tt WNIWaI paIeys
(000°581) 1yoid paurey
000°001 0.0'1_'81;L @ sareys 0ua13531d % ¥ 000°001
000°0%S } | JoTTus @) sareys ATeuIpIQ 000°0St
TV.LIAVD QANSSI

i

000026 | | |

iR
|
IR |

000°00Z | 00" 1'S¥s @) sareys 20UIJ31J % ¥ 00000T

000°0ZL | | 7 1'sys @) sareyg ATeurpiQ 000009




S

R T

- (000°19) uonerdardop paje[nwunIdYy
000°02 i 000°011 juswdmbg
- : (000°8¢) uoneroaldap pajenundoy
00009 | 000°06 sSurp[ng
000°SL 000°08 pue]
000, 'SYs AN paroadxy .000,'SYS an[eA Joog

SMO[[0] SB 661 Joquaidag (¢ 1. Sk an[eA 2[qeZI[eal 19U pPajedIdNUE PUE anjeA J0oq y1oq

JO uonedIpul ue YIm s1asse s Auedurod sy T, "pepIosal ussq joA4 10U IABY SJUNOWE 3533 Ing

$asuadxa SMOLIEA 1M UOIO3UU0D UI PAMO ST UOI[[IW § “YS [EUONIPPE UY "UOI[[I g4°YS JO

SIONIPAID SMOYS A[JUSLIND J23YS 0UR[Rq SII PUR Ysed ou sey Auedwos ay ], 1oy Addnojueg

3y} Jo uoisiaoid oy 1opun Jor[a1 10 Jur[yy Jo ssaoo1d ay) UT ST pue JUIA[OSUL ST PI[ BYISI[L] (q
' (sywg) asudiaua

ydnnjueq € JO UONONISUOISI [BUISIXD PUB [BUIRUI UdIMIAQ SIOUAIRJIp daayy ure[dxy (e

HAIA NOILSANO

(sywiz1) 2A0Qe suordesuLRI} aY) I0J SALNUS [RUINO[

:paainbay

00’1 "SYs @) 1un saIeys AIeurpio
000°008 Jo Tendes pazuoyne asearour 0} [eaoidde poarooar sey Auedwioo ayJ (x
000°Z1 "Sys 0} SunuNOWe JWAYDS S} IIUBUIJ 0} }S09 o], (x

"pred A[[nJ pue 2A0qE JWAYIS Y] JO ()0'G'SYS AIdAD 10] [ora
00°T 'SUS JO aIeys AIBRUIPIO JO S}IUN OM] SAIDAI 0) 20I3e ‘JIOP[OYDTeys dduaIdfal (X1
% ()] O paseaIdul sjqap peq pue 000‘{[ ['SUS JO anjeA 2y} 0} an[eAdI }o0)S (1A

000°9T SImyruIn,

000°0S P2 A

000°G. A1auryoew pue Jue[d

000°S0Z Sulp[ing pue pue

:[[NJ UT POJRUTWII[2 oI PAN[BAI 2IaMm §}assy (1A




. p .I.q 1 (
1
.[-ﬂ ‘] [ . -J [ V .

@
® 10 1u9w9191S v
e se BISI[L] 10) SHEE S 1paatnbay

(surg) pIEPIPIT St
eyt
661 12qui21dos 0 10 ¢ P
21e01pUl 01 6 (o) 6661 sequiaidas 0€

-vg}l(\%\“ 3‘3\?\“0!“
Redwod M T Yy

. [y N . \. g .

TOI (7, "SUS

R OV \a 1RUS Areuipio 10 pasoduiod ‘uotjum
6 'SUS 1O WOUID © DU UOTIIW (| 'SUS 1O endes arevs PR e
. \
: 7SS S1 319 WAt 3y e Auedwiod a Aq panodal weipg Ky SIWRIQURTRAE W "¢
[ L

U3 sy [BnpIAIpur oy ‘JaAgmoH

PI eyrsiLg 4q pamo SIoNpan oy 30 -7

\91( 0T Ut anp aony SImuagacy (m

SIeak g uy anp om) 2Imuagay (u
'SBUIp[INg pue pug S.eyIsIy

_isqs SPA 5w anp auo SIMuaqacy (1

eD JIqkAed SaImuaqap 931y sey py; BYISI[Ly |

onBULIOIUT rewonppy

000°81Z
000°6

000°81




