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SECTION B (30 marks) 

Part 1 (20 marks) Answer ALL questions in this part. 

1. Patrick, Queenie and Ronald jointly set up a business in the form of a limited partnership. 

The partnership agreement contains the following terms: 

• Only Queenie and Ronald will contribute capital. 

• Patrick and Ronald have no involvement in the daily operations of the partnership. 

• If the partnership is liquidated, only Queenie has to pay the outstanding debts of the 

partnership, using her personal funds. 

(a) Identify the nominal partner in this partnership. (1 mark) 

(b) Suggest two contributions that a nominal partner could make to a 

partnership. 

(4 marks) 

 

2. Superfast Company provides software and system development services and has about 100 

employees. Daniel, the owner and general manager of the firm, is a computer specialist and 

has involved himself heavily in the software and system development work. A business 

consultant advised him that as the general manager of the company, he should be aware of 

the relative importance of technical, conceptual and interpersonal skills. Also the company 

should set up a marketing department to help reduce his workload. 

(a) Which of the three types of management skills mentioned above is the most 

important for Daniel as the general manager of Superfast Company? Explain 

why. 

(3 marks) 

(b) State the two functions of a marketing department in Superfast Company. (2 marks) 

 

3. (a) Tony is the sole owner of a toy trading business. State the book of original entry for the 

recording of each of the following transactions of Tony’s business: 

(i) Sold toys to customers on credit.  

(ii) Received a credit note for toys returned.  

(iii) Paid salaries to office clerks by autopay. (3 marks) 

 

(b) From the accounts for recording the transactions in (a), identify one example for each of the 

following types of ledger accounts: 

(i) Real account  

(ii) Nominal account (2 marks) 
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4. Tom plans to get married and buy a flat three years later. The budgeted price of the flat is    

$3 000 000. The down payment will be 30% of the flat’s price. To save up for the down 

payment, Tom decides to make a time deposit in a bank. 

(a) If the bank offers an annual interest rate of 2% for the time deposits, how 

much money does Tom have to deposit today? (Note: Interest in 

compounded annually. Correct all amounts to the nearest dollar.)  (2 marks) 

(b) A friend of Tom advises him to invest the sum of money in securities for 

higher return. Given that Tom needs the amount three years later for the 

down payment on the flat, would you advise him to invest in government 

bonds or ordinary shares? Explain why. (3 marks) 

 

Part 2 (10 marks) Answer ONE question in this part. 

5. Mike sells imported tableware to restaurants. The following balances were obtained from the 

books of accounts as at 31 December 2013: 

 $ 

Accounts payables 15 000 

Accounts receivables 27 000 

Bank loan (repayable in March 2015) 22 000 

Bank overdraft 11 000 

Capital, 1 January 2013 ? 

Furniture and fixtures 63 000 

Inventory  7 000 

Net profit for the year  3 800 

Rental deposit 20 000 

 

(a) Prepare for Mike the statement of financial position as at 31 December 2013.          (5 marks)  

Mike learns from a report that the materials of some of his inventory may be harmful to people’s 

health. He plans to give away these items as free gifts to his customers, without mentioning the 

potential health hazards. His wife warns him that this is an unethical practice and will adversely 

affect his business. 

(b) If Mike decides to give away those items as planned, explain two possible 

impacts on his business. (4 marks) 

(c) Apart from customers, identify another stakeholder of Mike’s business. (1 mark) 
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6. Sunshine Department Store had the following financial information for the year ended 31 

December 2013. 

 $ 

Carriage inwards    9 000 

Inventory, 1 January 2013   80 000 

Inventory, 31 December 2013   60 000 

Purchases 120 000 

Rent and rates   48 000 

Return inwards    2 000 

Sales 268 000 

Sundry expenses   30 000 

 

(a) Prepare an income statement for Sunshine Department Store for the year 

ended 31 December 2013. (5 marks) 

 

Two managers of the same rank, David and Ellen, together supervise all the shop assistants. One 

day, an assistant in the sportswear section took sick leave and David assigned a newly employed 

assistant to take her place. He asked her to serve customer in the section for the rest of the day. 

At noon, Ellen asked this assistant to deliver a document to a supplier. 

(b)(i) What principle of effective management has been violated in the above case? (1 mark) 

(ii) Suggest two problems that might arise when the principle in (i) is violated. (4 marks) 

 

END OF PAPER 
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