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b. Balance sheet as at 31 Dec 2018 (10 marks)

2. Secle medo

QUESTION ONE
Lipa pole Itd commenced business on 1 January 2016 as a supplier of refrigerators. All sales are made on

hire purchase terms, with the company taklng credit for the gross profit, mcludlng interest, in proportion
to the installments collected. P

HIRE PURCHASE

Throughout the year ended 31 December 2016 and 2017, the total’| ding interest charged to

the value at which the goods were taken back into the stoc
deposit and provnded for the payment of 12 equally monthl| nsta

h “000” sh “000”
Share capital . 35,000
Non-current asset at cost
Provision for depreciation as at 1 Jan 20 1,000
Hire purchase installment due less pra&ns
For unrealized profit as at 1 Jan 2017. 28,350
-Stock as at 1 Jan 2017 at cost 6600
Purchases o 59,000
Cash received from custom 80,625
Bank balance ! 6500
Creditors 4860
General expenses 16,150
Revenue reserve as at 1 Jan 2017 5,115
126,600 126,600

Additional information.
I. The sales, including interest for the year ended 34 December 2017 were sh. 94.650,000.

2. In October 2017, the company repossessed some goods which had cost sh. 4.800,000 and had
been sold earlier in the year. The unpaid installment on these goods amounted to sh. 2.400,000 in
respect of which nothing was recovered apart from the,goods, which were taken back into the
stock at a valuation of sh. 2,000,000 the repossessed goods were re-sold before the end of the
financial year. The total selling pricg, both on the original sale and on resale of repossessed goods
were included in the sales for the year ended 31 Dec 2017.

3. Allinstallments were paid on time except for those referred to in note 2 above.
4. All goods unsold as at 31 Dec 2017 were in good conditions and were to be valued at cost
3. Provisions for depreciation on the non-current assets were to be provided at the rate of 10% per

annum on cost.
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