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BREACH OF EXAMINATION INSTRUCTIONS

IN SPITE OF THE EXAMINERS’ GENERAL COMMENT IN PREVIOUS EDITIONS OF THE “INSIGHT”, IT WAS OBSERVED THAT A NUMBER OF CANDIDATES HAVE CONTINUED TO BREACH EXAMINATION INSTRUCTIONS AS STATED BELOW:
A) BY ATTEMPTING MORE QUESTIONS THAN ALLOWED IN EACH PAPER; AND
B) BY ATTEMPTING MORE QUESTIONS THAN ALLOWED IN EACH SECTION. 
INADEQUATE COVERAGE OF THE SYLLABUS
IT HAS BECOME MANIFEST THAT MANY CANDIDATES DO NOT COVER THE SYLLABUS IN DEPTH BEFORE PRESENTING THEMSELVES FOR THE EXAMINATION.  CANDIDATES ARE THEREFORE ADVISED TO BE ADEQUATELY CONVERSANT WITH ALL ASPECTS OF THE SYLLABUS.

FOREWORD
This issue of INSIGHT is published principally, in response to a growing demand, as an aid to:

(i) Candidates preparing to write future examinations of the Institute of Chartered Accountants of Nigeria (ICAN) at an equivalent level;

(ii) Unsuccessful candidates in the identification of those areas in which they lost marks and need to improve their knowledge and presentation;

(iii) Lecturers and students interested in acquisition of knowledge in the relevant subject contained therein; and

(iv) The profession in improving pre-examination and screening processes, and so the professional performance.

The answers provided in this book do not exhaust all possible alternative approaches to solving the questions.  Efforts have been made to use methods, which will save much of the scarce examination time.

It is hoped that the suggested answers will prove to be of tremendous assistance to students and those who assist them in their preparations for the Institute’s Examinations.

[image: image1.emf] 


CONTENTS 







PAGE 





BASIC ACCOUNTING PROCESSES AND SYSTEMS

1 - 25

ECONOMICS







26 - 42












BUSINESS LAW







43 - 55







COMMUNICATION SKILLS





56 - 70








AT/111/PI.1


      


EXAMINATION NO:…………………………………
ASSOCIATION OF ACCOUNTANCY BODIES IN WEST AFRICA

ACCOUNTING TECHNICIANS SCHEME

PART I EXAMINATION – MARCH 2011
BASIC ACCOUNTING PROCESSES AND SYSTEMS

Time allowed: 3 hours

Insert your Examination number in the space provided above
SECTION A – Attempt All Questions

PART I 
 MULTIPLE-CHOICE QUESTIONS (10 MARKS)
1.
Which of the following is NOT current liability?
A. Trade creditors
B. Accrued expenses
C. Doubtful debts
D. Bank overdraft
E. Tax due
2.
One of the following errors will NOT affect the trial balance   
A. Errors of miscast in subsidiary book
B. Errors of principle
C. Compensating errors
D. Errors of omission
E. Errors of commission

3.
Which of the following should NOT be regarded as books of original entry?

A. Purchases journal
B. Returns inwards
C. Sales journals
D. Returns outwards
E. Sales account

4.
If opening stock is L$3,000 and closing stock is L$1,400, then average stock is 

A. L$2,000

B. L$1,600

C. L$1,500
D. L$2,200

E. L$ 2,800

5.
Which of the following items is NOT a Property, Plant and Equipment?

A. Motor vehicle

B. Land and building 

C. Furniture and fittings

D. Capital

E. Machinery

6.
The excess of the selling price of goods over the cost price of goods is:

A. Manufacturing profits
B. Total profit
C. Gross profit
D. Departmental profit
E. Net profit
7.
If opening stock is ¢1,500, closing stock is ¢700, purchases is ¢10,000, gross profit is ¢1,200 then sales is:
A. ¢11,000
B. ¢15,000
C. ¢13,500
D. ¢14,000

E. ¢12,000
8.
The cost of an asset sold out is debited to:
A. Asset account
B. Depreciation account
C. Asset disposal account
D. Trading account
E. Sales account

9.
Accounts relating to tangible things such as cash, plant are called
A. Personal accounts
B. Nominal accounts
C. Real accounts
D. Asset account
E. Purchases account
10.
Current assets is N30,000 and current liabilities is 80 percent of current assets.  What is working capital?
A. N  6,500
B. N30,000
C. N  8,000
D. N  6,000
E. N10,000

PART II      SHORT-ANSWER QUESTIONS (30 MARKS)

1.
People and firms who buy goods or services provided by a business are called…………………………
2.
The concept that distinguishes income and costs of a business from that of the proprietor is the .............................. 
3.
A document used when goods are returned by buyers or refunds made to them when they are overcharged is called ……………………….

4.
The commonest item of long-term asset which is NOT depreciated or amortized is............................ 

5.
A debt is said to be statute barred when it is more than..................... without any claim action by the person to whom the amount is due.
6.
The entries in the following account on 31 December 2009 is

	
	        
	   N
	
	N

	Dec 2 

Dec 10 

Dec 31              
	sales 

sales 

sales
	1,500

3,750

2,580
	Dec 17   payment

Dec 23   payment
	4,200

1,750



What was the balance on the account on 14 December?
7.
The sum of fixed assets and current assets less current liability is called.............................

8.
Motor vehicle was bought on 1 July for N3,600,000.  Depreciation policy rate is 25% per annum.  Accounting year runs from January to December.  What is the depreciation charge for the year?

9.
Unused cheque books, receipt and credit note books kept under lock and key are known as ………………..

10.
Gross pay less statutory tax and non-statutory deduction is called.............................
11.
An allowance designed to induce customers to settle their accounts promptly is called …………………..

12.
The difference between the cost of a long term asset and its accumulated depreciation is …………………………
13.
The equivalent of a club’s receipt and payment account is ………………………
14.
An amount charged against profit and set aside in an accounting year for a specific purpose is called..................

15.
Another name for subsidiary books is............................
16.
A fixed sum of amount released to a Petty Cashier to finance petty expenses for business operations is called……………......
17.
An error where an item is recorded in the wrong class of accounts is called………………
Use this information to answer questions 18 and 19.  

The following were extracted from the books of Alausa & Sons:








    Le


Debtors




780,000


Provision for doubtful accounts

               27,800
18.
If the provision for doubtful debt is revised to 5% of the debtors, how much would be charged to the profit and loss account for the year?

19.
Determine the debtors’ amount to be included in the balance sheet if question 18 is considered.
20.
Liabilities which will take more than one year before repayment is due are.............................  

21.
A document showing details of goods sold and the prices of those goods is called...............

22.
Which type of purchase is not entered in the purchases journal?
23.
A document sent to a supplier showing allowance to be obtained for unsatisfactory goods is called....................

24.
An asset which has become out of use as a result of changes in technology is said to be......................
25.
An expense which business has incurred, but which has not been paid for is called..........................
26.
Under inventory valuation, the method which the goods sold are said to have come from the last lot of goods received is called........................
27.
The portion of a cheque left in the cheque book after the cheque has been issued is called……………. 

28.
A ledger account into which the balances of subordinate accounts are accumulated is called ………………… account.

29.
A business made a profit of ¢93,500 but its return inwards have been overstated by ¢7,500, what is its correct profit?
30.
A cash book balance is N5,000 overdrawn balance.  A cheque for N3,500 remains unpresented and bank charges yet to be recorded in the cash book is   N750. What is the bank balance?

SECTION B – ATTEMPT ANY FOUR QUESTIONS (60 MARKS)
QUESTION 1
Ajagadi has been in the employment of Gastos Limited since 1st January 2009 on an annual salary of Le 20,000.  His other allowances are inconvenience allowance Le 7,500, leave allowance Le 2,500 and other allowances Le 4,500.  

He is married with two children attending secondary schools in Nigeria.  He contributed to social security schemes and qualifies for the following reliefs:









 Le


Marriage





300

      

Child education




480



Aged dependent (maximum)



400

You are required to:

(a)
(i)
Calculate his gross income, total statutory deductions and taxable pay.
(ii)
Determine net pay in 2009 using income tax rate of 10% on taxable pay.










        (9 Marks)
(b)

Describe time based system of calculating Gross Pay?                                        (2 Marks)
(c)       State TWO advantages and TWO disadvantages of time based system               (4 Marks)
                                                                                                                             Total 15 Marks

QUESTION 2
A building materials shop issued the following invoices to its customers.  The invoice numbers are 11101 to 11106.

Date


Description of goods
15/01/2009

Navy schools




20 tons of ‘1¼’ Iron Rod @ N1,500/ton 




10 tons of ‘2’ Iron Rod @ N1,250/ton

17/01/2009

Abeokuta West Local Government




200 pipes @ N650 each
18/01/2009

X Large Enterprise




100 tons of ‘2’ Iron Rod @ N1,250/ton




60 pipes @ N650 each




Trade discount at 10%
19/01/2009

Army Schools




10 tons of ‘1¼’ Iron Rod @ 1,500/ton
20/01/2009

Alex & Co.




100 pipes @ N650 each

21/01/2009

Jim & Sons

                 

600 pipes @ N6500 each




100 ‘1¼’ Iron Rod @ N1,500/ton



Trade discount 7½%

Required:
(a) Prepare analytical sales day book for the period 15/01/2009 to 21/01/2009.
      (10 Marks)

(b) Explain the term books of original entry.  List FIVE of its examples.                  (5 Marks)

                                                                                                                                   Total 15 Marks
QUESTION 3

George Akele is in the business of buying stocks of finished products for sale.

At 31 December 2009, the following information was extracted from his books:

Bought

January 2009

100 units at ¢740 each

March 2009

  80 units at ¢790 each 
September 2009

112 units at ¢875 each

Sold

May 2009 

75 units at ¢1,205 each

December 2009
93 units at ¢1,340 each
You are required to:

(a)

Determine the closing stock-in-trade that would be shown using each of these methods:

i.
FIFO                                                                                                               
 (3 Marks)















ii.     
LIFO                                                                                                     
   (3 Marks)
iii.     
Average Cost
                                                         (3 Marks)
(b)
Draw up the trading account for the year showing the gross profits that would be reported using each of the above methods.                                                                                  (6 Marks)
                                                                                                                                  (Total 15 Marks)  

QUESTION 4

Goodhope Enterprises could not keep proper books for its business transactions during the year 2009.  The following were extracted from available records.

	Purchases:
	           L$
	

	Cash
	30,000
	

	Credit
	50,000
	

	Cash received from debtors
	130,000
	

	Purchase of furniture
	4,800
	

	Cash sales
	150,000
	

	Expenses paid:
	
	

	Telephone
	2,400
	

	Salaries of staff (office)
	72,000
	

	Rent 
	24,000
	

	Insurance
	8,000
	

	Rates 
	1,200
	

	Advertisement
	12,000
	

	Additional Information:
	1 January 2009
	31 December 2009

	(i)
	                L$
	                         L$

	Stock
	10,000
	14,000

	Outstanding telephone expenses
	160
	240

	Rent Owing
	2,000
	1,800

	Insurance pre-paid
	1,800
	2,000

	Debtors
	5,000
	6,400

	Creditors
	3,000
	4,400

	Rates prepaid
	300
	240

	(ii)    Long-term assets as at 1 January 2009:             
	                L$
	

	Furniture
	7,200
	

	Motor vehicles
	75,000
	

	Buildings
	500,000
	

	
	
	


(iii)       Cash at bank on 1 January 2009 was L$ 20,000

(iv)
 Long-term assets should be depreciated as follows:


 Furniture and buildings                   5%


 Motor vehicles                                 20%

You are required to prepare the:
(a) Statement of Affairs as at 1 January 2009                                       
        (3 Marks)
(b) Cash book                                                                                                
        (3 Marks)

(c) Trading, Profit and Loss Account and                                                           (41/2 Marks)

(d) Balance sheet as at 31 December 2009                                                      (41/2 Marks)

                                                                                                      (Total 15 Marks)
QUESTION 5

(a)      List four factors to be considered in the computation of depreciation       
  (2 Marks)
(b)
Mr. Kaita has been in business for many years making up his accounts to 31 December.  On 1 January 2006, he purchased motor vehicle for N2,500,000.  He provides for depreciation using the reducing balance method at the rate of 25% per annum.  The motor vehicle was disposed of on 1 January 2009 for N500,000.  A new vehicle was bought in replacement on the same day for N3million.

You are required to prepare the:

(i) Motor vehicle account                                                                              (5 Marks)

(ii) Provision for depreciation account                                                          (6 Marks)

(iii) Motor vehicle deposal account                                                                (2 Marks)



                                                                                                      (Total 15 Marks)
QUESTION 6

(a)
The cash book balance of Seselu & Sons as at 31 December 2009 showed a debit balance of N96,000, which was different from the balance on the bank statement.


Your investigation revealed the following:

(i) Bank charges of N3,500 on the bank statement was yet to be posted into the cash book.
(ii) A cheque of N47,000 drawn to pay a supplier was posted into the cash book as a receipt.
(iii) A cheque of N18,000 returned by the bank unpaid was yet to be posted into the cash book.

(iv) The opening balance in the cash book of N147,000 was wrongly posted as N140,700. 
(v) Cheques totaling N61,400 were yet to be presented to the bank.

(vi) Cheques lodged into the bank amounting to N154,200 were yet to be credited by the bank.
(vii) The bank had debited a cheque for N72,000 in error to the business account.
     


You are required to prepare the:
i. Adjusted Cash Book.

ii.
Bank Reconciliation Statement to determine the Balance on the Bank Statement.                                                                                                   

         (9 Marks)                          
(b)
Enumerate and discuss briefly the implications of the accounting concept or convention which best explain each of the following statements.             
i. “Unless there is an evidence to the contrary accounting assumes that a                business operates into the foreseeable future”                                                (2 Marks)
ii. “Revenue and expenses are recognized as they are earned or incurred and not when money is received or paid”                                                                      (2 Marks)
iii. “The accounting treatment of like items should be continuously applied from one accounting period to the next”.                                                                         (2 Marks)
                                                                                                      (Total 15 Marks)
SECTION A
PART I 
 MULTIPLE-CHOICE QUESTIONS 




1.
C
2.
A

3.
E

4.
D

5.
D

6.
C

7.
E

8.
C

9.
C

10.
D

WORKINGS

	Q4
	           L$
	Opening Stock
	1500

	Opening Stock
	         3000
	 Purchases
	10,000

	Closing Stock
	         1400
	
	11,500

	
	         4400
	Less Closing Stock
	700

10,800

	Average   4400   =

                    2
	           L$
         2200

          
	Gross Profit

Selling Price
	1,200

12,000



	Q. 10        

Current Assets      
	           N
       30,000  
	
	

	Less Crnt. Liab. 80%

Working Capital
	       24,000

         6,000
	
	


EXAMINER’S COMMENT

Except for question 2, the questions were generally good.  Question two was wrongly worded and so the answer was decided in favour of the candidates.  The candidates’ performance is, on the average, good.

SHORT ANSWER QUESTIONS






1.
Customers

2.
Entity Concept

3.
Credit Note

4.
Land

5.
Six years/ 7 years

6.
N5,250

7.
Capital Employed

8.
N450,000

9.
Security Documents

10.
Net Pay

11.
Cash Discount

12.
Net-book-Value (NBV)

13.
Cash Account/Book

14.
Provision

15.
Book of prime entry/Book of original entry

16.
Cash Float or Imprest

17.
Error of principle

18.
N11,200

19.
N741,000

20.
Long Term Liabilities

21.
Sales Invoice/Invoice

22.
Cash purchase

23.
Debit Note

24.
Obsolete

25.
Accrued expenses/Accruals

26.
Last-in-First-out (LIFO)

27.
Cheque Counterfoil/Cheque stub

28.
Control account/Total Account

29.
¢101,000

30.
N2,250 overdrawn balance.

Working Notes

18.
Amount to be charged to Profit and Loss account


5% at N780,000 =  N39,000


Increase in the Provision = N39,000  -  N27,800 = N11,200

   

19.   Debtors Amount in the balance sheet




N780,000 – N39,000 = N741,000
29.
Correct Profit  =  ¢93,500 +¢7,500  =  ¢101,000
30.
Bank balance  = (N5000) – 750 + 3,500  = (N 5,750) + 3,500




        = (N 2,250)

EXAMINER’S COMMENT

All the Short-Answer Questions are considered good and candidates generally scored above average.

SECTION B

SOLUTION 1
(a)i
COMPUTATION OF AJAGADIS TAXABLE PAY
	
	  Le
	         Le

	Basic Salary (2009)
	
	20,000

	Inconvenience allowance
	
	7,500

	Leave allowance
	
	2,500

	Other allowance
	
	4,500

	Gross Income
	
	34,500

	
	
	

	Less:  Statutory deduction & Reliefs:
	
	

	
	
	

	5% Social Security (20,000 x 5%)
	1,000
	

	Marriage allowance
	300
	

	Child education
	480
	

	Aged dependent
	400
	2,180

	Taxable Pay
	
	32,320


(ii)
AJAGADIS NET PAY FOR 2009
	
	Le

	Basic Salary
	20,000

	Add:  Allowances (7,500+2,500+4,500)
	14,500

	Gross Income
	34,500

	Less:  Statutory deduction
	

	Social Securities – 5%
	1,000

	Taxable pay
	33,500

	Less Income Tax @ 10%
	3,350

	Net Pay
	30,150


(b)
TIME-BASED SYSTEM OF CALCULATING GROSS PAY

Time based system of calculating Gross Pay is a system of remunerating employees according to the number of hours worked instead of on the basis of units produced.  The number of hours worked is multiplied by the agreed hourly rate to arrive at the employees gross pay.  Thus, the longer an employee works, the larger his gross pay.     
                                                                  (2 Marks)

(c)i
ADVANTAGES OF TIME BASED SYSTEM OF PAY

1.
It is simple to understand and administer.


2.
Changes due to wage negotiations can easily be effected


3.
It provides incentive for staff to work longer hours


4.
It facilitates cost control.
ii.
DISADVANTAGES OF TIME BASED SYSTEM OF PAY
1.
It does not give staff incentive to work efficiently and increase productivity.

2.
Cost of staff supervision is higher to ensure exact hours worked are recorded.

3.
It does not encourage innovations.

4.
It is not a good basis for cost control.

EXAMINER’S COMMENT
This question tested candidates’ ability to make some simple payroll calculations.  The structure of the question however tended towards tax computation and so the few candidates who attempted the question did not do well.  Most candidates avoided the question.  This is not unexpected.

SOLUTION 2 
(a)
ANALYTICAL SALES DAY BOOK

	
	
	
	
	
	ANALYSIS

	DATE
	PARTICULARS
	INVOICE NO
	DETAILS
	TOTAL
	 11/4 Iron Rod
	2’’ Iron Rod
	Pipes

	2009 Jan 15
	NAVY SCHOOLS
	
	N
	N
	N
	N
	N

	
	20 tons of 11/4 Iron Rod
	11101
	
	
	
	
	

	
	@ N1,500 / ton
	
	
	30,000
	30,000
	
	

	
	10 tons of 2’’ Iron Rod
	
	
	
	
	
	

	
	@ N1,250 / ton
	
	
	12,500
	
	12,500
	

	
	
	
	
	42,500
	
	
	

	Jan 17
	ABEOKUTA WEST L.G
	
	
	
	
	
	

	
	200 Pipes @ N650 each
	11102
	
	130,000
	
	
	130,000

	
	
	
	
	
	
	
	

	Jan 18
	X LARGE ENTER
	
	
	
	
	
	

	
	100 tons of 2” Iron Rod
	11103
	
	
	
	
	

	
	@ N1.250 / ton
	
	125,000
	
	
	
	

	
	Trade discount 10%
	
	12,500
	112,500
	
	112,500
	

	
	
	
	
	
	
	
	

	
	60 Pipes @ N650 each
	
	39,000
	
	
	
	

	
	Trade discount 10%
	
	3,900
	35,100
	
	
	35,100

	
	½ mark x 20 ticks = 10 marks
	
	
	147,600
	
	
	

	Jan 19
	ARMY SCHOOLS
	11104
	
	
	
	
	

	
	10 tons of 11/4 Iron Rod
	
	
	
	
	
	

	
	@ N1500 / ton
	
	
	15,000
	15,000
	
	

	
	
	
	
	
	
	
	

	Jan 20
	ALE & CO.
	11105
	
	
	
	
	

	
	100 Pipes @ N650 each
	
	
	65,000
	
	
	65,000

	
	
	
	
	
	
	
	

	Jan 21
	JIM & SONS
	11106
	
	
	
	
	

	
	600 pipes@ N6,500 each
	
	3,900,000
	
	
	
	

	
	71/2 % Trade discount
	
	292,500
	3,607,500
	
	
	3,607,500

	
	
	
	
	
	
	
	

	
	100 11/4 Rod @ N1,500 / ton
	
	150,000
	
	
	
	

	
	Trade discount  - 71/2 %
	
	11,250
	138,750
	138,750
	
	

	
	
	
	
	3,746,250
	
	
	

	SALES ACCOUNT
	CR
	
	4,146,350
	183,750
	125,000
	3,837,600


2(b)

BOOKS OF ORIGINAL ENTRY
Books of original entry or subsidiary books are the books in which transactions are first summarized and recorded before being posted to the appropriate ledger accounts.




Examples of books of original entry are:
· Sales Day Book or Sales Journal

· Purchases Day Book or Purchase Journal
· Sales Returns Book or Return Inwards Journal

· Purchases Return Book or Returns Outwards Book

· General Journal

· Cash Book

· Petty Cash Book

EXAMINER’S COMMENT

This question tested the basic preparation of the book of prime entry but in an analytical form.  Candidates succeeded in drawing the Sales Day Book but failed to present the analysis part.  Candidates are advised to study the examiner’s suggested solution very well in case the subject is tested again in future.

SOLUTION 3
a (i)




GEORGE AKELE
STOCK VALUATION

FIFO METHOD

	
	RECEIPTS/PURCHASE
	ISSUE/SALES
	BALANCE

	DATE
	Units
	Rate

¢
	Amount

¢
	Units


	Rate

¢
	Amount

¢
	Units


	Rate

¢
	Amount

¢

	2009
	
	
	
	
	
	
	
	
	

	Jan
	100
	740
	74,000
	
	
	
	100
	
	74,000

	March
	80
	790
	63,200
	
	
	
	180
	
	137,200

	May
	
	
	
	75
	740
	55,500
	105
	
	81,700

	Sept.
	112
	875
	98,000
	
	
	
	217
	
	179,700

	Dec.
	
	
	
	25
	740
	18,500
	
	
	

	
	
	
	
	68
	790
	53,720
	124
	
	107,480

	
	
	
	
	
	
	
	
	
	

	


(ii)
                        LIFO METHOD

	
	RECEIPTS/PURCHASE
	ISSUE/SALES
	BALANCE

	DATE
	Units
	Rate

¢
	Amount

¢
	Units


	Rate

¢
	Amount

¢
	Units


	Rate

¢
	Amount

¢

	2009
	
	
	
	
	
	
	
	
	

	Jan
	100
	740
	74,000
	
	
	
	100
	
	74,000

	March
	80
	790
	63,200
	
	
	
	80
	
	137,200

	May
	
	
	
	75
	790
	59,250
	105
	
	77,950

	Sept.
	112
	875
	98,000
	
	
	
	217
	
	175,950

	Dec.
	
	
	
	93
	875
	81,375
	124
	
	94,575

	
	
	
	
	
	
	
	
	
	

	


(iii)




AVERAGE COST METHOD

	
	RECEIPTS/PURCHASE
	ISSUE/SALES
	BALANCE

	DATE
	Units
	Rate

¢
	Amount

¢
	Units


	Rate

¢
	Amount

¢
	Units


	Rate

¢
	Amount

¢

	2009
	
	
	
	
	
	
	
	
	

	Jan
	100
	740
	74,000
	
	
	
	100
	
	74,000

	March
	80
	790
	63,200
	
	
	
	80
	
	137,200

	May
	
	
	
	75
	762.22
	57,166.50
	105
	
	80,033.50

	Sept.
	112
	875
	98,000
	
	
	
	217
	
	178,033.50

	Dec.
	
	
	
	93
	820.43
	76,300
	124
	
	101,733.50

	


(b)                                        GEORGE AKELE




          TRADING ACCOUNT FOR 2009

	
	FIFO METHOD
	LIFO METHOD
	AVC METHOD

	
	¢
	¢
	¢
	¢
	¢
	¢

	Sales
	
	214,995
	
	214,995
	
	214,995

	
	
	
	
	
	
	

	Purchase
	235,200
	
	235,200
	
	235,200
	

	Less:
	
	
	
	
	
	

	Closing Stock
	107,480
	
	94,575
	
	101,733.50
	

	
	
	127,720
	
	140,625
	
	133,466.50

	
	
	
	
	
	
	

	Gross profit
	
	87,275
	
	74,370
	
	81,528.50

	
	
	
	
	
	
	


EXAMINER’S COMMENT

Candidates are tested on their ability to apply the stock valuation methods (FIFO, LIFO, etc) and prepare simple trading accounts using the values of the stock arrived at.  It is heart warming to note that candidates who attempted the question did well as the question is properly structured.

SOLUTION 4
(a)
Goodhope Enterprises Statement of Affairs as at 1st January, 2009
	FIXED ASSETS:
	     N
	     N
	             N

	Buildings
	
	
	500,000

	Motor vehicles
	
	
	75,000

	Furniture
	
	
	7,200

	
	
	
	582,200

	CURRENT ASSETS:
	
	
	

	Stock
	
	10,000
	

	Debtors
	
	5,000
	

	Prepayments (1800+ 300)
	
	2,100
	

	Cash at Bank
	
	20,000
	

	
	
	37,100
	

	Less:  Current Liabilities:
	
	
	

	Creditors
	3,000
	
	

	Accruals (160 + 2000)
	2,160
	5,160
	

	Net Current Assets
	
	
	31,940

	Capital Employed
	
	
	614,140

	


(b)




CASH BOOK

	
	N
	
	N

	Bal b/f
	20,000
	Purchases
	30,000

	Debtors
	130,000
	Creditors
	48,600

	Sales
	150,000
	Furniture
	4,800

	
	
	Telephone
	2,400

	
	
	Salaries
	72,000

	
	
	Rent
	24,000

	
	
	Insurance
	8,000

	
	
	Rates
	1,200

	
	
	Advertisement
	12,000

	
	
	Bal c/d
	97,000

	
	300,000
	
	300,000

	Bal b/d
	95,600
	



(c)
                                        Good hope Enterprises

Trading, Profit and Loss Account

For the year ended 31st December, 2009

	
	      N
	     N
	         N

	Sales (wk 1)
	
	
	281,400

	Less: Cost of Sales:
	
	
	

	Opening Stock
	
	10,000
	

	Purchases (wk 2)
	
	80,000
	

	
	
	90,000
	

	
	
	
	

	Less Closing Stock
	
	14,000
	76,000

	GROSS PROFIT
	
	
	205,400

	Less Operating Expenses:
	
	
	

	    Telephone (wk 3)
	
	2,480
	

	    Rent           (wk 4)
	
	23,800
	

	    Insurance  (wk 5)
	
	7,800
	

	    Rates          (wk 6)
	
	1,260
	

	    Salaries
	
	72,000
	

	    Advertisement
	
	12,000
	

	    Depreciation:
	
	
	

	    Furniture (N12,000 @ 5%)
	600
	
	

	    Motor vehicles (N75,000 @ 20%)
	15,000
	
	

	    Buildings (N500,000 @ 5%)
	25,000
	40,600
	159,940

	NET PROFIT
	
	
	45,460

	


(d)




Good hope Enterprises

Balance Sheet

as at 31st December, 2009

	
	N
	     N
	   N

	FIXED ASSETS:
	COST
	      DEP
	       NBV

	Buildings
	500,000
	25,000
	475,000

	Motor vehicles
	  75,000
	15,000
	60,000

	Furniture
	  12,000
	600
	11,400

	
	
	
	546,400

	CURRENT ASSETS:
	
	
	

	Stock 
	
	14,000
	

	Debtors
	
	6,400
	

	Prepayment
	
	2,240
	

	Cash
	
	97,000
	

	
	
	119,640
	

	Less Current Liabilities:
	
	
	

	Creditors
	4,400
	
	

	Accruals
	2,040
	6,440
	

	Net Current Assets
	
	
	113,200

	
	
	
	659,600

	Financed by:
	
	
	

	Capital 
	
	
	614,140

	Net Profit
	
	
	45,460

	
	
	
	659,600


Working Notes:

(1)                Sales Ledger

	
	N
	
	N

	Bal. b/f         
	   5,000
	Cash
	130,000

	
	
	
	

	Sales
	131,400
	Bal. c/d
	6,400

	
	136,400
	
	136,400




  (2)                    Purchases Account
	
	N
	
	N

	Cash
	48,600
	Bal. b/f         
	3,000

	
	
	
	

	Bal. c/d
	4,400
	Purchases
	5,000

	
	53,000
	
	53,000



	
	
	Bal. b/d
	4,400


Total Sales = 131,400 + 150,000 = N281,400

(3)
                    Telephone Account
	
	N
	
	N

	Cash
	2400
	Bal. b/f         
	160

	
	
	
	

	Bal. c/d
	240
	P & L
	2480

	
	2640
	
	2640



	
	
	Bal. b/d
	240


(4)

            Rent Account
	
	N
	
	N

	Cash
	24,000
	Bal. b/f         
	2,000

	
	
	
	

	Bal. c/d
	1,800
	P & L
	23,800

	
	25,800
	
	25,800



	
	
	Bal. b/d
	1,800


(5)
                     Insurance Account
	
	N
	
	N

	Bal. b/f         
	1,800
	P & L
	7,800

	
	
	
	

	Cash
	8,000
	Bal. c/d
	2,000

	
	9,800
	
	9,800



	Bal. b/d
	2,000
	
	


(6)
                Rates Account
	
	N
	
	N

	Bal. b/f         
	300
	P & L
	1,260

	
	
	
	

	Cash
	1,200
	Bal. c/d
	240

	
	1,500
	
	1,500



	Bal. b/d
	240
	
	


EXAMINER’S COMMENT
This is a well structured incomplete records question.  Candidates appear to be very familiar with this area of the syllabus.  While most of the candidates who attempted the question did well, there were those who could not prepare the opening statement of affairs properly as they were unable to distinguish the opening assets from the assets at close.

SOLUTION 5
(a)
LIST OF FACTORS TO BE CONSIDERED IN THE COMPUTATION OF DEPRECIATION 

1.
Estimated scrap value

2.
Method of depreciation used
3.
The cost of the Asset

4.
Estimated useful life

5.
Obsolescence


 (b)


MR KAITA




MOTOR VEHICLE ACCOUNT

	
	
	N
	
	
	          N

	1/1/06
	Bank
	2,500,000
	31/12/06
	Balance c/d
	2,500,000

	
	
	
	
	
	

	1/1/07
	Balance b/d
	2,500,000
	31/12/07
	Balance c/d
	2,500,000

	1/1/08
	Balance b/d
	2,500,000
	31/12/08
	Balance c/d
	2,500,000

	1/1/09
	Balance b/d
	2,500,000
	01/01/09
	Motor veh. Disposal a/c
	                                                                                                                                                                                              2,500,000

	1/1/09
	Bank
	3,000,000
	31/12/09
	Balance c/d
	3,000,000

	
	
	5,500,000
	
	
	5,500,000








PROVISION FOR DEPRECIATION ACCOUNT

	

	
	         N
	
	
	              N  

	31/12/06
	Balance c/d
	625,000
	31/12/06
	P & L a/c
	625,000

	
	
	625,000
	
	
	625,000

	31/12/07
	Balance c/d
	1,093,750
	1/1/07
	Balance b/d
	625,000

	
	
	
	31/12/07
	P & L a/c
	468,750

	
	
	1,093,750
	
	
	1,093,750

	31/12/08
	Balance c/d
	1,445,312.50
	1/1/08
	Balance b/d
	1,093,750

	
	
	
	31/1/08
	P & L a/c
	351,562.50

	
	
	1,445,312.50
	
	
	1,445,312.50

	01/01/09
	Disposal a/c
	1,445,312.50
	1/1/09
	Balance b/d
	1,445,312.50

	31/12/09
	Balance c/d
	750,000
	31/12/09
	P & L a/c
	750,000

	
	
	2,195,312.50
	
	
	2,195,312.50





MOTOR VEHICLE DISPOSAL ACCOUNT
	

	
	N
	
	
	                 N


	01/01/09
	Motor Vehicle a/c
	2,500,000
	1/1/09
	Bank
	500,000.00

	
	
	
	31/12/09
	Provision for depr.
	1,455,312.50

	
	
	
	31/12/09
	Loss on Disposal
	554,687.50

	
	
	2,500,000
	
	
	2,500,000

	


EXAMINER’S COMMENT


Not less than 60% of candidates attempted the question which tested the very familiar topic on depreciation – preparation of the Fixed Asset Account and the accumulation of provision for depreciation and the ability to determine profit or loss on disposal.   Candidates made statements (memo) instead of preparing accounting ledgers.  Likewise, they could not differentiate between the three accounts tested.
SOLUTION 6
(a)i

 


       SESE & SONS




ADJUSTED CASH BOOK AS AT 31 DEC 2009

	2009
	    N
	2009
	N

	31/12 Bal b/f
	96,000
	31/12 Bank Charges
	3,500

	            Open Bal. under-posted               
	6,300
	      Reversal of cheque drawn
	47,000

	
	
	      Posting of Cheque drawn
	47,000

	      Bal. c/d (Adjusted)
	13,200
	      Returned cheque
	18,000

	
	115,500
	
	115,500

	
	
	   1/1/2010 Bal b/d
	13,200

	
	
	
	


i.



BANK RECONCILIATION STATEMENT





AS AT 31 DECEMBER 2009

	
	   N

	Adjusted cash book balance
	(13,200)

	Add Uncredited lodgements
	(154,200)

	
	(167,400)

	Less Unpresented cheques
	61,400

	
	(106,000)

	Add wrong bank debit
	(72,000)

	BALANCE ON BANK STATEMENT
	(178,000)


(b) i.
Going concern concept
     ii.
Accrual concept    

    iii.
Consistency concept.        

Going Concern
The going concern concept assumes a business entity will continue in     business into the foreseeable future and that there are no factors that threaten to curtail its operations significantly.






            

Accrual Principle

The accrual concept states that revenue and expenses should be recognised for the period it relates, that is, as they are earned or incurred and not when money is received or paid.



                                                                         

Consistency Concept
Conventionally, there are many acceptable treatments of items in the accounts but the consistency concept states that like items must be consistently treated in the same way from one period to another.  This allow for comparability of performance results over time.                                                                                                                   
EXAMINER’S COMMENT










Drawing of a Bank Reconciliation Statement after the preparation of an adjusted cash book was tested.  Again, candidates are no doubt familiar with the topic and so very many attempted the question.  Candidates’ major pitfall is in their ability to make adjustments to the cash book.  Most of them did their cash book adjustments under bank reconciliation statement.  Also, their bank reconciliation statement title was with no reference to the accounting period.
Part b of the question tested candidates’ on their ability to identify basic accounting concepts when made in form of a statement.  Many candidates are unable to correctly identify the accounting concepts.
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EXAMINATION NO:…………………………………

ASSOCIATION OF ACCOUNTANCY BODIES IN WEST AFRICA

ACCOUNTING TECHNICIANS SCHEME
PART I EXAMINATION – MARCH 2011

ECONOMICS

Time allowed: 3 hours

Insert your Examination number in the space provided above
SECTION A

Attempt All Questions

PART I 
 MULTIPLE-CHOICE QUESTIONS   (10 Marks)

1.
A business organisation which the law recognises as having separate entity from those who formed it is referred to as
A. Sole proprietorship
B. Limited liability company
C. Partnership
D. Unlimited liability
E. Public corporation
2. If the demand curve shifts to the right and the supply curve is upward sloping, then equilibrium price will

A.
increase
B.
decrease

C.
stay the same

D.
be zero
E. be positive

3. Given the cost and revenue of a firm as C = 400 + 3Q2, and R = 3Q respectively.  What is the value of output Q?

A. 2
B. ½ 
C. 1
D. 0
E.
-2 

4. A monopolistic firm will expand its output when

A. Marginal revenue exceeds marginal cost
B. Marginal cost exceeds marginal revenue
C. Marginal cost equals marginal revenue
D. Marginal revenue is positive
E. Marginal cost is positive

5. The necessity for each firm to pay close attention to the behaviour and likely reaction of its rivals when planning its own market strategy is a characteristic of 
A. Perfect competition
B. Pure competition

C. Monopoly
D. Oligopoly
E. Monopolistic competition
6.
An instrument which can be employed by the Employers’ Association during a trade dispute is 
A.
strike
B.
work-to-rule
C.
picketing
D.
demonstration
E.
black list
7.
The expenditure method of a closed economy national income model where the government is present can be represented by 

A. Y = C + I

B. Y = C + I + G

C. Y = C + I + (X – M)

D. Y = G + X – M

E. Y = C + I + G (X – M)

8.
The principle in Economics which shows by how much capital has to be increased to raise output by one unit is called ………………… principle.
A. equilibrium

B. multiplier

C. acceleration

D. taxation

E. accommodation

9.
Which of the following is an instrument of the money market?
A. Shares

B. Preferred stocks

C. Bonds

D. Bill of Exchange

E. Debenture
10.
In the broad definition of money (M2), money is defined as currently outside banks plus privately held demand deposit plus …………………
A. Savings deposit

B. Time deposit

C. Quasi Money

D. Pocket Money

E. Inter-bank time deposit
PART II 
 SHORT-ANSWER QUESTIONS (30 MARKS)

1. A business under the ownership and control of two or more individuals is called …………………….

2. All natural resources which are used in production are referred to as.....................................

3. The total output per unit of the factor input is called.........................

4. The effect of improvement in technology on the supply curve is ...........................

5. If the quantity supplied changes less than proportionately in response to a given change in price, supply is...…………….......
6. The reward to land as a factor of production is.............................
7. A point on the production possibilities curve (PPC) illustrates the concept of ……………...............
8. In economic methodology, making suggestions about the ways to achieve society’s goals more efficiently belongs to.............................

9. The creation of wealth which, in turn, adds to society’s welfare is called..............................
10. A production technique which employs more of capital input than labour input is called................................ 
11. In the production process, expenses which are incurred directly such as wages of labour, payments for materials, and transportation are known as.......................................
12. Two or more goods are said to be in competitive demand if they are.........................
13. By adding the supply schedules for each of the several supplies to a market, we obtain........................

14. State the law of supply?
15. If the demand for a product is price inelastic, the incidence of tax is that...................................
16. The international trade that takes place without barriers, such as tariffs, quotas and foreign exchange controls being imposed is known as..............................

17. The type of unemployment in which people lose their jobs because of a fall in the demand for labour at certain times of the year is termed?

18. Net National Product can be obtained from Gross National Product by deducting...........................
19. The type of unemployment which occurs during the recession phase of a business cycle is...........................

20. The basic determinant of the amount the household will consume and save is........................
21. The excess of proposed government revenue over estimated expenditure for a new fiscal year is called......................
22. Anything that is money because the government has declared it as such is known as...........................
23. The total amount of money in the economy at any moment is known as.........................
24. TWO instruments of fiscal policy are ............................... and .......................

25. The type of unemployment associated with the people changing jobs is...................

26. The financial market where short term securities can be bought and sold is the..................
27. The indirect tax which can be imposed at different stages of production and distribution is the....................
28. The practice of selling a good in other countries at a price lower than that charged for the same good in the domestic market is known as.........................

29. The full meaning of the acronym IBRD is...........................
30. The method that measures the national income by adding together all the incomes earned by the factors of production is known as the..............................
ATTEMPT ANY FOUR QUESTIONS (60 MARKS)
TWO QUESTIONS EACH FROM SECTIONS B AND C
SECTION B – MICRO-ECONOMICS

QUESTION 1

(a)
      Distinguish between “change in demand” and “change in quantity demanded”                                                                                                                                                                                                                                                                                                                                                (6 Marks)


(b)
Explain with the aid of diagrams how the following events will affect the equilibrium price and quantity demanded of commodity A (a normal good) in a competitive market:

(i)  An increase in the price of commodity B, a complement to commodity A in consumption.                                                                                                











       (3 Marks)   


(ii)  A fall in the price of the main raw material used in producing commodity A                                                                   
        (3 Marks)


(iii) A successful advertising campaign by sellers of commodity A.                            (3 Marks)

   
                                                                                                                  
(Total 15 Marks)












QUESTION 2

(a)
Identify the FOUR main factors of production indicating how each of them is rewarded.     
                                                                                                                                        (6 Marks)                                                                                                      
 (b)    Explain each of the following concepts:

          (i)    Economic Rent 
                                                                                            (3 Marks)
          (ii)   Quasi Rent                                                                                                   (3 Marks)
          (iii)  Transfer Earnings                                                                                        (3 Marks)

                                                                                                (Total 15 Marks) 
QUESTION 3

(a)
Define the term monopoly                                                                                   (3 Marks)

(b)
What are the main sources of monopoly power?                                                 (8 Marks)

(c)
Describe any TWO methods available to the government to deal with the abuse of monopoly power.                                                                                                 (4 Marks)

                                                                                                 
(Total 15 Marks)
SECTION C – MACRO-ECONOMICS

QUESTION 4

(a)
Explain the concept of consumption using appropriate diagram(s)?                  (5 Marks)

(b)
What are the determinants of consumption?                                                        (10 Marks)

                                                                                                  (Total 15 Marks)
QUESTION 5
(a)      
What is universal banking?                                                                                       (3 Marks)  
        


(b)
What roles do commercial banks play in a country’s economic development?  (12 Marks)                                                                              
                                                                                                                 (Total 15 Marks)
QUESTION 6

(a)
State any FIVE objectives of the Economic Community of West African States (ECOWAS)  
                                                                                                                                        
(5 Marks)

(b)
Explain any FOUR economic problems of ECOWAS.                                          (10 Marks)


                 (12 Marks)



                                                                                                       (Total 15 Marks)

SOLUTION TO SECTION A 

PART I    MULTIPLE CHOICE QUESTIONS (10 Marks)
1. B
2. A

3. B

4. A

5. D

6. E

7. B

8. C

9. D

10. C
SHORT ANSWER QUESTIONS
1. Partnership
2. Land

3. Average product

4. Rightward Shift

5. Inelastic

6. Rent

7. Full employment

8. Normative economics

9. Production

10. Capital intensive

11. Explicit cost

12. Close substitute

13. Market supply schedule

14. The higher the price, the greater the quantity supplied

15. The greater burden will fall on the consumer

16. Free trade

17. Seasonal unemployment

18. Depreciation

19. Cyclical unemployment

20. Disposable income

21. Budget surplus

22. Fiat  money/ Legal tender

23. Money supply

24. Taxation/government spending or expenditure

25. Frictional unemployment

26. Money market

27. Value added tax (VAT)

28. Dumping

29. International Bank for Reconstruction and Development

30. Income method
EXAMINER’S COMMENT
The questions are straight forward and are of desired standards.  On average, candidate’s performance was fair.

SECTION B – MICRO ECONOMICS
SOLUTION 1
(a)
A change in demand is when more or less of a commodity is consumed when the price has not changed.  It is shown as a shift in the entire demand curve.




A change in quantity demanded is when more or less of a commodi isconsumeas a result of a change in the price of the commodity.  It produces a movement along the same demand curve.
A change in quantity demanded is when more or less of a commodity is consumed as a result of a change in the price of the commodity.  It produces a movement along the same demand curve.

(b)  (i) 










An increase in the price of B, a complement to A will reduce the demand 
for A.  Given supply, A’s equilibrium price and quantity will fall.

ii)
A fall in the price of the main raw material used in producing A will increase the supply of A.


Given the demand for A, its equilibrium price falls and equilibrium quantity increases.

(iii)
A successful advertising campaign by sellers of Commodity A increases the demand for A

Given the demand for A, an increase in demand for A, increases the equilibrium price and quantity.
(iii)
A successful advertising campaign by sellers of Commodity A increases the demand for A
EXAMINER’S COMMENT
This is a straightforward question on the workings of the price system.  The question was attempted by about 82% of the candidates, but only about 19% of them scored pass marks.  Poor performance was recorded in part (b), where majority of the candidates’ demonstrated poor mastery of the use of the conventional demand – supply diagram.   Candidates need to acquire good knowledge of the use of demand –supply diagram for simple economic analysis.

SOLUTION 2
a.
In economic science, factors of production are classified as land, labour, capital and entrepreneurship.
i)
Land refers to all natural resources.  As a factor of production, the reward to land is rent.

ii)
Labour refers to all human efforts utilised in the production process.  The reward to labour are salaries and wages
iii)
Capital refers to the stock of wealth created by man to be used in the production of goods and services.  The reward to capital is interest.

iv)
The entrepreneur hires and organizes other factors of product, and in the process he bears the risk of production.  The reward to entrepreneurship is profit or loss.

b)
(i)
Economic Rent:  It is a money payment made for a factor of production 
that is over and above the minimum payment required to keep it in its present use.

 (ii)
Quasi Rent:  This is the payment for a factor of production that is temporarily fixed in supply.

 (iii)
Transfer Earnings:  This refers to what a factor of production earns to keep it in its present use

EXAMINER’S COMMENT

Almost all the candidates attempted this question which tested candidates’ knowledge of some basic concepts in the analysis of the production process.  More than 95% of the candidates performed creditably in the (A). Majority of the candidates scored zero (0) in the part (B); the pitfall here was due to fact that most of the candidates demonstrated complete ignorance of the concepts of economic rent, quasi rent and transfer earnings.

SOLUTION 3
a
Monopoly is a market structure in which there is a single firm producing a commodity or providing a service that has no close substitutes.  The monopoly firm is a price-setter because the single firm constitutes the industry.
b
Sources of monopoly power:

i.
Control of the entire supply of a basic input:  If the entire supply of the basic raw material required in the production of a commodity is controlled by a single firm, such a firm will monopolise the supply of the commodity.
ii.
Economies of Large-scale production: A large firm may retain a monopoly power through cost advantages gained from the use of cost-saving technology which enable it to sell at a price lower than the unit cost of any small competitor.
iii.
Franchise and Patent:  A firm becomes a monopoly firm if it is the only one granted a franchise or patent right to be the only producer of the commodity e.g  copyright granted by the government to authors of books and composers of music, inventors of machines and equipments, etc.
iv.
State Monopoly:  The government may assume monopoly power in the production of a commodity or in the provision of a service to prevent people from being exploited or to provide an essential service which can not be financed by private entrepreneurs.
v.
Merger and Acquisition:  When two or more firms merge into one to control market supply they establish strong monopoly power driving away potential competitors.  Alternatively, a big firm may acquire (buy) a small firm that could no longer operate profitably to gain total control of the market supply.
c.
The methods available to the government to deal with the abuse of monopoly power include the following:

i.
Taxation:  Government may impose heavy tax on excess profit earned by the monopoly firm to discourage their practices.
ii.
Nationalisation: Government may take over monopolies of goods and services that are essential for the wellbeing of the people from private entrepreneurs.
iii.
Price Control:  Government may introduce maximum price legislation to prevent companies especially monopoly firm from exploiting consumers.
EXAMINER’S COMMENT
This question is on monopoly.  It was attempted by about 77% of the candidates.  A good number of the candidates could not describe the methods available to the government to deal with the abuse of monopoly power.  On the average the performance was fair.  Candidates are expected to explore all aspects of the topics in the syllabus.
SECTION C – MACRO ECONOMICS
SOLUTION 4
(a)
The consumption function expresses the general relationship between consumption expenditure and the level of disposable income








A simple consumption function:  C = a + bYd

Determinants of Consumption:
(i)
Income.  This is the most important determinant of consumption.  It is believed that it is only a proportion of any change in income that is consumed.  This proportion is the marginal propensity to consume.  The mpc falls as income increases.  The mpc and the mps add up to 1 i.e mpc + mps = 1

(ii)
Wealth.  Generally, the greater the wealth households have accumulated, the larger the amount of consumption, and the smaller the amount of saving out of any level of current income.

(iii)
Expectations.  Households expectations about future prices, money incomes and the availability of goods may significantly affect the current level of spending and saving.  Expectation of future rise in prices may trigger more spending and less saving today.

(iv)
Household debt. Increased borrowing enables consumers to increase consumption at each level of disposable income.  The consumption schedule is shifted up.

(v)
Taxation.  Changes in taxes affect the current level of consumption and saving.  If taxes fall, the level of consumption increases and vice versa.

(vi)
Advertisement.  At times, advertisement of new products may boost consumption spending.

EXAMINER’S COMMENT

The question tests candidates understanding of a basic concept in Macroeconomics, namely Consumption.  Candidates are required to explain the concept using appropriate diagram and explain its determinants.  Only a few of the candidates attempted the question and hence not so popular.  The responses from those who attempted the question were not impressive as reflected in the poor pass rate.  Majority mistook the question for the individual demand for goods and services, whereas the focus was on a component of aggregate demand.  Candidates are advised to study this aspect of the syllabus from standard textbooks on Economics.
SOLUTION 5
(a) Universal banking: It is a practice that allows banks to own and control non-banking institutions.  This is an addition to engaging a broad range of financial activities.  It is a system that permits a banking institution to engage in a variety of financial services delivery, not necessarily those traditionally defined or implied by the type of banking licence it holds.  The practice allow banks to explore commercial, merchant, developmental and even mortgage forms of banking.  Banks can engage in activities such as insurance, investment advisory services and allied financial services








       
(b)
Roles of banking in the economy includes:
(i) Mobilization of savings for investment purposes.  This is important because investment is a major way of increasing income level.

(ii) Facilitation of exchange of goods and services in an efficient way.
(iii) They help substantially in promoting stability and confidence in the 


economy.  In this way, foreign investors and local business thrive.

(iv)
They facilitate international trade and payments through an extension of credit and other facilities to importers and exporters.
(v)
They assist government considerably in the implementation of the nation’s fiscal and monetary policies.
EXAMINER’S COMMENTS
The question required candidates to describe universal banking, as well as highlight commercial banking activities that are directly related to promotion of a country’s economic growth and development.  The question was attempted by more than 90% of the candidates.   The major pitfall was the listing of the conventional functions of commercial banks without even linking them to economic development.  Generally, a poor performance was recorded.
SOLUTION  6
(a) 
Objectives of ECOWAS

(i) The elimination of customs and other duties on both imports and exports of member states.
(ii)
The abolition of quantitative and administrative restrictions on trade among member states.

(iii)
The establishment of a common customs tariff and commercial policies on non-members.
(iv)
The elimination of obstacles to free mobility of people, services and capital.

(v)
The harmonisation of agricultural policies and promotion of common projects among member states.

(vi)
The execution of joint development projects in the areas of transport, communications, energy and other infrastructural facilities

(vii)
The harmonisation of economic and industrial policies of member states as well as the elimination of inequalities in the levels of development of each member state.

(viii) The establishment of funds for cooperation, compensation and development.

 (b)
Economic Problems of ECOWAS
(i)
Structural Weakness of members economies.  Member countries of ECOWAS are plagues by serious structural problems, namely low per capital income, low or negative rates of savings, low investment and GDP growth, high population growth rate, chronic balance of payments, unemployment and high rates of inflation.

(ii)
Planning Conflicts:  Each member undertakes economic planning in terms of its national goals and without reference to the ECOWAS regional goals.

(iii)
Economic Corruption:  Almost all members of ECOWAS are plagued with massive corruption.  This tends to undermine the internal and external balance of members’ economies.

(iv)
Impact of Foreign Economic Agents:  The operation and interests of foreign economic agents are not always necessarily in conformity with economic interest of most countries and in some cases are detrimental.

(v)
Distributional Inequalities:  The issue of “who gets what and how much “in a regional organisation is often sensitive.  The differentials in resource endowment in the ECOWAS countries could set the stage for development inequalities and regional strains.

(vi)
Monetary and Financial Problems:  ECOWAS member states use different currencies.  Such a diversity of currencies is bound to create problems of exchange rate convertibility and monetary transfers. 

EXAMINER’S COMMENT
This question tested candidates’ knowledge of the objectives and economic problems of ECOWAS.  Emphasis on the social and political problems of ECOWAS by some of the candidates as against economic problems specifically required in part (b) was the major pitfall.    About 64% of the candidates who attempted the question scored pass marks.
The candidates pitfall was their emphasis on the social and political problems of ECOWAS as against economic problems which was specifically required in part (b).
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ASSOCIATION OF ACCOUNTANCY BODIES IN WEST AFRICA
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SECTION A - Attempt All Questions

PART I     MULTIPLE-CHOICE QUESTIONS (10 Marks)

1.
An offer can be discharged by the following EXCEPT:
A. Death of the offerror
B. Capacity of the offerror
C. Acceptance
D. Revocation
E. Rejection
2.
Which of these is NOT among the rules of consideration?

A. Consideration must move from the promisee

B. Consideration must not be past
C. Consideration can move from the promisor
D. Consideration may be executed or executory
E. Consideration must be of value but may not be adequate
3.
A person appointed by another person to act on his behalf generally is known as …………………..…
A. Envoy
B. Representative
C. Agent
D. Proxy
E. Delegate

4.
An agent is entitled to claim from his principal the following as remedies EXCEPT:
A. Remuneration
B. Commission
C. Reimbursement
D. Interest

E. Set off

5.
The consequences or effect of incorporation include the following EXCEPT:
A. Right to perpetual succession

B. Right to sue and be sued
C. Right to fundamental human right
D. Right to property
E. Right to transfer shares

6.
Memorandum of Association (Regulations) of a company must contain the following EXCEPT:
A. Name of the company
B. Name of the Directors
C. Names of the Auditors
D. The share capital of the company

E. The object clause
7.
In winding up a company, money realized from disposal of the assets of the company is payable to any of the following EXCEPT:
A. Secured Creditors
B. Creditors for liquidation costs and expenses
C. Preferential creditors
D. Ordinary creditors

E. Special creditors
8.
Which of the following is NOT a characteristic of a bill of exchange? 
A. It must be in writing 
B. It must be issued by a bank

C. It must be signed by the person giving it

D. It must be for a sum certain in money

E. It must be addressed by one person to another
9.
Which of the following is NOT an attribute of a cheque? 
A. A cheque is only drawn on a banker

B. A cheque is a legal tender
C. A cheque does not need to be accepted prior to payment 
D. Cheques are commonly used in domestic trading
E. A cheque may be open or crossed 
10.
Identify which of the following is NOT a party to a life insurance policy
A. The assured
B. The Insurance Broker
C. The Insurer
D. The Policy Holder 

E. The Beneficiary

PART II     SHORT-ANSWER QUESTIONS (30 Marks)

1.
What remedy requires a party to a contract to carry out his contractual obligations specifically?
2.
The secondary meaning attached to a harmless statement to prove that the statement is defamatory is ……………….. 

3.
Communication of a defamatory statement by the maker to another person other than the complainant is ………………..
4.
What is the meaning of the maxim “Delegatus non potest delegare” as it applies to a Contract of Agency?
5.
If a customer countermands a cheque, the bank must …………………………
6.
He who comes to equity must come with a ……………………..
7.
What is the most important principle of law laid down by the House of Lords in Salmon V Salmon (1897)?
8.
The objects clause of a company is found in a document called ……………..
9.
The contract which a company entered into before it is registered by the Corporate Affairs Commission (Companies Registry) is …………………….
10.
A person who is involved in bringing a company into existence is a ……………………
11.
After paying the claim of the insured, the doctrine that allows the insurer to recover the claim from the wrongdoer is called ………………………..
12.
A recognised or accredited market for the sale of particular goods is called …………..
13.
The latin phrase that expresses the nature of an insurance contract is ……………..
 14.
In an insurance contract the consideration given by the insured for holding the insurance policy is called ……………………
15.
Who has the power to exclude goods of any type from the operation of the Hire Purchase Act in your country?
16.
In a contract of Hire Purchase, where is the place of delivery of the goods by the owner to the hirer?

17.
The principle that a company may live forever is called ……………………………
18.
The type of share of a company that entitles the holder to residual profit is called……………….

19.
Which kind of registration does “ABC Ventures” require under the companies Act of your country?  
20.
Case law or judicial precedent is also known as …………………………….

21.
The process whereby a litigant challenges the judgement of a court is known as ……………….
22.
Under the repugnancy test, in order to enforce a customary law, it must NOT be ……………………….
23.
A holder of a bill that is complete and regular on its face for value is called ……………………………...
24.
A court to which a litigant files a case initially is a court of ………………

25.
A person who has committed a tort is basically called …………………….. 

26.
In a case involving employee and employer, “volenti non fit injuria” is likely to be raised by whom? 
27.
Goods already owned and possessed by the seller at the time of the contract are referred to as ……………..........
28.
An agent or representative who has been chosen by a shareholder to represent him at a general meeting of a company is usually called a..........................
29.
The process whereby a company changes or amends some aspects in its Articles of Association/Incorporation is referred to as …………………………..

31. What is the name of the organization saddled with the responsibility to regulate investments and securities business in your country?

SECTION B   -   Attempt any FOUR questions (60 Marks)

QUESTION 1

(a)
State FIVE maxims of equity.



                                           (5 Marks)
(b)
Briefly explain common law as a source of law in your country.                       (5 Marks)
(c)
Explain the ejusdem generis rule of interpretation.
                                           (5 Marks)



    




                                (Total 15 Marks)
QUESTION 2

(a)
Kojo sees an interesting book in a bookshop window.  It is labeled “contract ¢500.00”.  He goes into the shop and puts a ¢500.00 note on the counter and asks for the book.  The book seller tells Kojo that it was marked at ¢500.00 by mistake and that its real price is ¢1,000.00.  Is the book seller bound to sell the book to Kojo for ¢500.00.?


Give reasons for your answer
      


                                           (8 Marks)
(b)
Ade’s motor car broke down on a lonely road.  Ade asked Segun, who is passing that way in his car, if he will tow the car to the nearest garage.  On arrival at the garage, Ade promised to send Segun five thousand naira (N5,000.00) for Segun’s services.  Ade failed to send the money.  Segun has decided to sue Ade for the money.  

Advise him    






 
                   (7 Marks)




 




                                (Total 15 Marks)
QUESTION 3

(a)
State the tests which may be used to determine the existence of a master-servant relationship in the contract of employment.


                               (6 Marks)
(b)
Livingstone was employed as the company engineer to Free-World Company Limited.  He is noted for gross disobedience and general incompetence to which his attention had been drawn several times without any improvement.

 
On the basis of these he was dismissed from the service of the company for gross misconduct and he has decided to sue the company for wrongful dismissal.  Advise him.






                                         (9 Marks)






                     
                                            (Total 15 Marks)                                                       

QUESTION 4

(a)
What are the various ways in which a partnership can be dissolved?                (9 Marks)
(b)
Write short notes on 

(i) Dormant Partner
              




   (3 Marks)

(ii) General Partner

                                                                    (3 Marks)











                    (Total 15 Marks)
QUESTION 5

(a)
George is the Managing Director and a major shareholder of Al-brite & Company Limited.  The company engages in manufacturing.  The company took several loans from Society Bank Plc which have remained unserviced for more than two years.  The total indebtedness of Al-brite & Company Limited to the Bank is Le5,000,000 (Five million Leone)  The bank has decided to sue and recover the money from George.                                                       

Advise the bank







        (9 Marks)











(b)
Distinguish between a sale and an agreement to sell under sale of goods contract.








     

        
        (6 Marks)







                          
        (Total 15 Marks)
QUESTION 6

(a)
State THREE of the circumstances when a bank may reveal details of a customer’s account to a third party.




                                               (6 Marks)
(b)
What is the legal position in the following situations:

i
King Bank pays a cheque signed by the Director of a company whose board has passed a valid resolution removing that Director as a signatory to its account.






                                               (3 Marks)
ii.
A customer of King Bank discovers that his son has forged his signature on one of his cheques but he neglects to inform the bank out of fear that the boy may be arrested.  The son cashed the cheque but the customer claims that the bank should have detected the forgery by itself and is therefore not entitled to debit his account.                                                                                                              

         (3 Marks)

iii.
A cheque crossed specially to Borito Bank was paid into an account with Fly Bank and collected for an unauthorized endorsee.  The owner seeks to recover against Borito Bank.                                                                                

         (3 Marks)









      (Total 15 Marks)
SECTION A
PART I 
 MULTIPLE-CHOICE QUESTIONS 



1.
B

2.
C

3.
C

4.
D

5.
C

6.
C

7.
E

8.
B

9.
B
10.
B

EXAMINER’S COMMENT

These were compulsory questions which cut across the syllabus.  All candidates attempted the questions but the general performance was just average.
PART II
SHORT-ANSWER QUESTIONS






1.
Specific performance
2.
Innuendo

3.
Publication

4.
A delegate cannot delegate his duty without authority

5.
Dishonour the cheque

6.
Clean hand

7.
Principle of corporate personality
8.
Memorandum of Association

9.
Pre-incorporation contract

10.
Promoter

11.
Subrogation

12.
Market overt

13.
“Uberrima fides”
14.
Premium

15.
National Assembly

16.
Owner’s place of business or residence

17.
Perpetual succession

18.
Ordinary share or equity share

19.
Registration of business name

20.
Stare decisis
21.
Appeal

22.
Repugnant to natural justice, equity and good conscience.

23.
Holder in due course

24.
First Instance/Original jurisdiction

25.
Tortfeasor

26.
The employer

27.
Existing goods

28.
Proxy

29.
Alteration of Articles

30.
Securities and Exchange Commission
EXAMINER’S COMMENT
These are also compulsory questions attempted by all the candidates.  The performance was also just average.
SECTION B
SOLUTION 1
A.
1.
Equity does not act in vain


2.
He who comes to equity must come with clean hands.


3.
Equity looks to the intent rather than the form


4.
Equity acts in personam

5.
He who seeks equity must do equity.


6.
Where equities are equal, the first in time prevails


7.
Delay defeats equity


8.
Equity will not suffer a wrong to be without a remedy.


9.
Equality is equity.                             









B.
Common law is the embodiment of the general and local customs of the English 
people of old and was developed by the old common law courts.  It was initially introduced into the then Colony of Lagos and thereafter to the whole of Nigeria by ordinance No. 3 of 1863.  It has remained one of the sources of Nigerian Law since then.



    

C.
An enactment may apply to a class of things which may be followed by some general words which implies that other similar things are intended to be included.  The Ejusdem Generis Rule states that where particular words are followed by general words, the general words must be interpreted to include only the class of the specific words earlier stated.

EXAMINER’S COMMENT

The three parts of this question tested sources of Nigerian Law and Interpretation of statutes.  About 80% of the candidates attempted the question but the performance was slightly below average.

SOLUTION 2
2 (a)
The issue in the question borders on whether a display of goods in a shop window is an offer or an invitation to treat.



      


An offer is a definite statement by which an offeror intends to be bound if accepted by the offeree whereas an invitation to treat is a preliminary negotiation which may lead to the making of an offer but which is not an offer by itself.



      

Display of goods in a shop is an invitation to make an offer to buy the goods and not yet an offer.
                  




       


Based on this principle of law, the display of the book “Contract” with a price tag of ¢500.00 is not an offer to sell but an invitation to treat.              



Therefore, the bookseller is not bound to sell the book to Kojo for ¢500.00 











      

(b)
The issue in the question is whether or not Ade’s promise can be regarded as a good consideration.  One of the rules of consideration is that it must not be a past consideration, that is, a promise that comes after the performance of an act.

      
      

In this case the promise of five thousand Naira by Ade came after Ade’s car had been towed to the garage.






       


The consideration is therefore a past consideration which is bad in law and Segun cannot sue Ade for the money.


       

    








      

EXAMINER’S COMMENT

The question is on the law of contract.  It is a very popular question which was attempted by almost all the candidates.  The performance was average.




SOLUTION 3
3(a)
The tests for determining the existence of a master/servant relationship include the following:


i)

The Control Test


ii)
The Organisation Test


iii)
The Dismissal Test





(b)
The issue in question is whether a proper procedure has been followed in dismissing Livingstone.






       


An employee irrespective of his grade may be dismissed summarily if he commits a gross misconduct.





      


An employee is expected to possess the skill required for the effective performance of his duty and a breach of this is a ground for dismissal 


Livingstone was noted for gross disobedience and general incompetence.   To give him a fair hearing his attention was drawn to these several times without improvement.







      








Therefore, the dismissal of Livingstone was not unlawful and he has no cause of action against the company





      








      

EXAMINER’S COMMENT

The two parts of this question were on contract of employment.  It was also a popular
question which was attempted by about 75% of the candidates. The candidates performed very well in the (a) part but not in the (b) part which was a problem question.  Candidates’ pitfall for part (b) is in their failure to justify conclusion given.  However, the general performance is just average.
     








     
SOLUTION 4 – Section C Macro Economics
4.(a)
The various ways by which a partnership can be dissolved are:-


(1)
By voluntary act of the parties which include the following:-

(a)
When a partner resigns


(b)
By mutual agreement or consent 


(c)
By efluxion of time


(d)
When the purpose in completed


(e)
By notice given by a partner


(2)
By court order on the application of a partner and these include the following:-

(a)
Insanity of a partner


(b)
Breach of partnership agreement


(c)
Where the business of the firm can only be run at a loss


(d)
Where a partner persistently commits acts which are prejudicial to the business of the partnership.


(e)
Death or Bankruptcy of a partner     

     
(b)i
DORMANT PARTNER:-
A dormant partner or sleeping partner is that partner who contributes to the capital of the business but who does not take active part in the running of the business.  However, he is not exonerated from any liability incurred by the business.








      



ii.
GENERAL PARTNER:-
A general partner or active partner is that partner that has the right to take part in the management of the business in the absence of any agreement to the contrary.  He is fully liable for the debts of the partnership.


EXAMINER’S COMMENT
Both parts of this question tested aspects of law of partnership.  It was a very popular question and the performance was above average.  Most of the candidates that attempted the question did not categorize into court-ordered and voluntary acts of partners.
SOLUTION 5








(5)a
The issue in this question borders on the principle of corporate personality             


Upon incorporation a Company becomes an artificial legal person with contractual capacity and it is quite separate from the officers, members or shareholders of the Company





      


Accordingly the bank can only recover the loans from Al-brite & Company Limited and not from George personally. 








      

(b)
A sale of goods is an agreement whereby ownership or title in the goods is transferred to the buyer at the time of the contract.


      


An agreement to sell is an agreement whereby the ownership or title in the goods is to be transferred at a future time or subject to some conditions which must be fulfilled first.






      

EXAMINER’S COMMENT

Part A of this question was on the principle of corporate personality in company law while Part B was on sale of goods.  The question was not very popular but the few candidates who attempted it performed slightly above average.





SOLUTION 6
(6)a
A banker may reveal the details of a customer`s account to a third party in the following circumstances:-


i.

Where disclosure is compelled by a court order 


ii.
Where there is a public duty to disclose


iii.
Where the customer gives his express or implied consent.


iv.
Where the interest of the banker necessitates the disclosure

(b)
i. 
The bank may not be able to debit the account of the company if it is    


aware of the resolution in which case it will be liable for negligence but if it is 
unaware of the resolution then the payment is justifiable. 


ii.
A customer owes a duty to inform his bank if he discovers any forgery of his cheque.  The customer has committed a breach of this duty.  Therefore the bank is entitled to debit his account.                      


iii.
A cheque crossed specially is an instruction to the bank not to pay cash across the counter and to pay the proceeds of the cheque into the particular account with the named bank on the cheque.  Therefore, the owner of the cheque can recover the amount involved from Fly Bank and not from Borito Bank.











           
EXAMINER’S COMMENT
Both parts of this question tested certain aspects of banker/customer relationship under negotiable instruments.  The question was very popular as almost all candidates attempted it.   The performance was generally good.
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EXAMINATION NO:…………………………………

ASSOCIATION OF ACCOUNTANCY BODIES IN WEST AFRICA

ACCOUNTING TECHNICIANS SCHEME

PART I EXAMINATION – MARCH 2011

COMMUNICATION SKILLS

Time allowed: 3 hours
Insert your Examination number in the space provided above.

SECTION A

Attempt All Questions

PART I MULTIPLE-CHOICE QUESTIONS 


1.
The following are barriers to effective communication EXCEPT

A. Wrong choice of words
B. Environmental factors
C. Wrong timing
D. Obtaining feedback
E. Poor delivery

2.
In an organisation, intragroup conflict may occur
A. Between a member of a group and that of another
B. Between two members of the same group
C. Among members of two similar groups
D. Among members of two different groups

E. Between two members belonging to different groups

3.
All of the following are features of a good oral presentation EXCEPT:
A. Appropriateness
B. Clarity
C. Fluency
D. Superfluity

E. Adequacy
4.
In speech making, stage fright is 
A. The feeling of anxiety and fear demonstrated by a speaker

B. A technique for addressing an audience by the speaker

C. Prolonged and meaningless speech

D. The inability to speak out clearly when delivering a speech

E. Speaking without supporting what is said with facts

5.
In the SQ3R reading method, the “3R” stands for 
A. Roam, Recite and Review

B.
Rule, Review and Recite

C.
Read, Recall and Review

D.
Rule, Recite and Review
E.
Read, Rule and Review

6.
The following are all correct EXCEPT  
A. “Come here!” was what he said

B. He said come here!
C. He said “come here!”

D. “Come here!” he said

E. What he said was “come here!”
7.
In the sentence, “The rich also cry”, the underlined expression is a(n) ………….. phrase
A. Nominal
B. Adjectival
C. Adverbial 

D. Pronominal
E. Prepositional
8.
The first syllable of the underlined word in the sentence, “The export is good” is 

A. Unstressed

B. Distressed
C. Stressed
D. Partially stressed
E. Partially unstressed
9.
Which of the following contains issues that are to be addressed in a meeting?
A. Notice
B. Memorandum
C. Invitation
D. Circular
E. Agenda

10.
Outdoor advertising is usually done on 
A. Bill boards
B. Magazines
C. The internet
D. Television 

E. Radio

PART II 
 SHORT-ANSWER QUESTIONS (20 MARKS)

1.
Specialist words or expressions used in certain trades or professionals which are not always understood by persons outside the trade or profession is referred to as  .......................................... 

2.       The ability to recognize and share someone else’s feelings is referred to as
          .......................................

3.
Communication that flows from subordinates to their superiors is referred to as ……………….........................

4.
The mental activity that a person goes through while he awaits his turn to speak is referred to as ……………..……………….

5.
The TWO communication skills needed in speech delivery are ……………….. and ……………… 
6.
Scanning and skimming are methods of …………………………..

7.
Letters, memoranda and electronic mails are examples of ………………… communication.
8.
U.N.O., W.H.O., UNESCO, U.I are examples of ………………. in communication.
9.
A payment made for professional services rendered by a person as appreciation is referred to as ................................
10.
When you see the driver, ask him to see me.  The underlined expression is a(n) ………………….. clause.
11.    I always meet the meat seller.  The underlined words are examples of 
………………

12.
In writing, the sentence that introduces the issue in the paragraph is referred to as the …………………….. 

13.
The record of the proceedings at a meeting is called ………………………

14.
The principal duty of an arbitrator in a conflict is …………………..

15.
The merchant is in her shop.  The underlined expression is an example of a(n) ………………………
16.
A two way process whereby information or message is sent from one person through a channel to another who in turn reacts by providing feedback is called ……………..

17.
The lecture will be delivered by the General Manager.  The underlined expression is referred to as ………………… phrase.

18.
“A teacher is more relevant to the Nigerian economy than a lawyer” is an example of ………… essay.
19.
Nodding of the head, raising eye brows and colours are examples of ……….. communication. 
20.
GLO, MTN, Cellcom and Zain are …………….. names in advertisement. 
SECTION B - COMPREHENSION

QUESTION 1

COMPULSORY

Read the following passage carefully and answer the questions on it:

The marketing communication dimensions of the internet vary.  Some Web-based tools are used for stakeholder communication (employees, suppliers, distributors) and some are for advertising and other types of promotion.

The internet has the capability to deliver inexpensive internal communication, which is an important part of integrated marketing communication (IMC).  IMC programmes try to co-ordinate marketing communication activities.  Intranets are internal communication systems that connect employees.  As an example, consider how an intranet is used within an advertising agency.  A concept for an ad can be roughed out and distributed to a number of people within the agency for critiquing.  These people can be located anywhere in the world, so the communication is instantaneous and not limited to the vagaries of the mail system.  Extranets are similar communication systems that connect a company and its employees to key external stakeholders such as clients, photographers, producers, artists, and other suppliers involved in producing an ad.

The internet has also become a major internal communication source with password-protected websites for employees, vendors and suppliers, dealers and distributors, and sales representatives.  For the sales staff, in particular, the B2B webpage can carry the same information as an advertisement or printed sales literature, as well as other corporate information.  Its advantage is that it can provide more in-depth information than printed materials.

Sometimes called a “home page” a company’s website is the online face it presents to the public.  In some cases, the website is the business.  The website is a communication tool that sometime blurs the distinction between common forms of marketing communication, such as advertising, direct marketing, and public relations.  In some cases it looks like an online corporate brochure or it may function as an online catalog.  It can also be an information resource with a searchable library of stories and data about products, product categories, and related topics.  More recently, as advertisers have searched for more effective ways to connect with their audiences, some of these sites have become more entertaining with games and contests, interviews with celebrities, even musical performances.

Most internet users depend upon search engines such as Google, Yahoo!, Netscape or Ask Jeeves, to find information.  These internet tools use keywords such as topics or company or brand names, to compile a collection of information relating to that word.  

For marketers, an important first step in creating a viable website is getting it registered with popular search engines so that it begins building visibility and shows up early on the list provided by the search engine.  

Another search engine role is to provide a site on which advertisers can place ads.  The phrase search marketing describes an approach that relies on actions initiated by consumers.  Since they are searching for a particular topic, websites and the ads on them are not perceived to be as intrusive as other forms of advertising.  Business-to-business marketing finds these ads to be particularly high in impact.  For example, when Corrugated Metals, a sheet-metal company in Chicago, needed to build its business, it spent $200 a month to get an ad for its business to pop up on Google when anyone searched for “roll forming”, a process that shapes metal.  The firm reported that within days, the ad generated millions of dollars of sales.      
Passage adapted from Wells W. et al. (2006),  Advertising Principles and Practice,.  New Jersey:  Pearson Prentice Hall. 

(a) Give the passage a suitable title.  




        (4 Marks)

(b) State TWO dimensions of the use of the Internet in marketing communication.

  




      



        
        (4 Marks)

(c) What advantage has the Internet brought to Internal communication in organisations 


  




        


        (4 Marks)

(d) State TWO advantages that the B2B webpage has in terms of its information content. 



  




        

       (8 Marks)

(e) Why have some advertisers introduced games, contests, interviews and musical performances on some websites? 


                               (4 Marks)

(f) Why should a marketer building a website register it with popular search engines? 


  




                                           (4 Marks)

(g) Why do consumers regard adverts and websites on their topic of interest uninstrusive? 


  




                                          (4 Marks)

(h) Give a suitable synonym for each of the following words as used in the passage.



  




                               (4 Marks)
(i)
vary

(ii)
blurs

(iii)
located

(iv)
vagaries

(v)
distinction

(vi)
connect

(vii)
face

(viii)
compile






      (4 Marks)






                                         (Total 40 Marks)
SECTION C

Answer Any Two Questions (30 Marks)

QUESTION 1

(a)   Briefly discuss FIVE factors a listener should pay attention to in order to be an 

        effective listener.                                                                                                                  (15 Marks)

QUESTION 2

Distinguish between Internal and External Communication                                                     (15 Marks)

QUESTION 3

(a)     What are commas used for?
                                                                                              (5 Marks)

(b)     Punctuate the following passage:

Many words provoke strong emotional reactions in the receiver the word snake denotes a physical objects but it can also produce strong feelings of revulsion there are occasions when writers deliberately choose words for their affective connotations when composing advertisements for example                                                            
    (10 Marks)


                                                                                                                            (Total 15 Marks)
QUESTION 4

Explain the following meeting terminologies:

(i)

Quorum

(ii)
Voting

(iii)
Minutes of meeting

(iv)
Proxy

(v)
 
Motion






              (15 Marks)

SECTION A



PART I  - MULTIPLE CHOICE     QUESTIONS
1.
D
2.
B
3.
D
4.
A
5.
C
6.
B
7.
A
8.
C
9.
E
10.
A
EXAMINER’S COMMENT







The questions here are representatives of the various parts of the syllabus.  Candidates’ performance was very good.

PART II   SHORT ANSWER QUESTIONS
1.
Jargon/register

2.
Empathy

3.
Upward/Upward vertical
4.
Listening

5.
Listening and speaking 

6.
Reading

7.
Written

8.
Abbreviations/acronyms

9.
Honorarium

10.
Adverbial

11.
Homophones 

12.
Topic Sentence

13.
Minutes

14.
Meditation/resolution/to resolve conflict/to settle the dispute
15.
Phrase/Prepositional phrase

16.
 Communication 

17.
Verb/verbal
18.
Argumentative 

19.
Non-verbal

20.
Trade

EXAMINER’S COMMENT

The questions in this section of the paper show adequate spread of the different parts of the syllabus.  Candidates’ performance was average.
SECTION B         COMPULSORY 

a)
The role/ use of the internet in marketing communication 

OR The internet and market communication                                       


               

b)
(i)    It is used for communicating employees, suppliers and distributors 
OR It is used for communicating with relevant stakeholders in the business.               

    
     (ii)    It is used for advertising and promotions.           


    
c)
Organisations are able to contact employees speedily no matter their   locations without the problems associated with surface mail. 
    
d)
The two advantages of the B2B web page are:

(i)    It carries sales messages and other corporate information.               

(ii)   It carries more information than the print medium.           
e)
Advertisers have introduced games, contests, interviews and musical 

Performances into their websites in order to attract and retain their audiences










f)
A marketer building a website registers with search engines to gain access

         
to wider markets and publicity.                                                             
g)
Consumers regard adverts and web sites on their topic of interest 

unintrusive because they initiated a search so that all offerings on that topic

           are seen as solicited and related.

h)
(i)
Vary        -      differ

           (ii)
Blurs       -     erases/hides/blots

      (iii)
Located    -      contacted/reached

     (iv)
Vagaries   -       Inadequacies/shortcomings/problems

     (v)
Distinction   -       difference

     (vi)
Connect        -       link/relate

     (vii)      Face            -      Identity/representation

     (viii)     Compile      -     gather/assemble     

Rubrics:

1.      Deduct ½ mark for grammatical and/or grammatical error(s) at each 
     scoring point.

2.      Score zero for mindless lifting from the passage.

EXAMINER’S COMMENT

This question is compulsory for all candidates.  It tests candidates’ ability to read and understand the content of a given passage.  Candidates were required, in answering comprehension questions, to express their answers in their own words.  But what most of them did was to lift sections of the passage for their answers.  This was an indication that they did not understand the passage.  This accounted for the woeful performance of candidates in this question.  Candidates should therefore, take this section of the paper, which could be on comprehension or summary, seriously because of the weight
SECTION C
SOLUTION 1

Factors a listener should pay attention to in order to be an effective listener are:

A.
Topic:       A listener will pay attention to a speech whose subject commands his     attention and interest.  The topic of choice, therefore, has a direct bearing on the concentration of the listener.  If the topic is interest – arresting, the listener cannot but be attentive.                                



                      

B. Conducive environment:     The environment must be conducive to listening.  A poorly ventilated and overcrowded room will be too hot for any meaningful concentration to take place.  A well ventilated or air-conditioned room will have a direct bearing on the level of concentration of the listener, as he does not have to struggle with heat and   humidity.   
C. Non – verbal cues:     A listener must pay attention to the speaker’s non- verbal cues of tone, intonation, gestures and body motions to enhance the message from the speech signals.  Effective listening requires a careful synchronization of verbal and non – verbal cues for a high level of concentration.







    

D. Elimination of Distractions:     Distractions can come from within the listener or from without.  Distractions from within entails mind – wandering which brings up similar or dissimilar events previously experienced by the listener, but extraneous to the present topic.  These can negatively affect concentration.  Distractions from without entails giving attention to fleeting activities or noise going on in the environment proximate to the room where listening is required.  These too are bad for effective listening.  The listener must, therefore, eliminate all forms of distractions in order to achieve effective listening.  

E. Objective consideration of the speech:     Effective listening requires an objective, unemotional and non-judgemental consideration.  If the listener desires to achieve a high level of concentration, he must set aside all forms of prejudice.      


F. The speaker needs feedback:     Many listeners hardly realize that a nod, a wink, a smile, a clap, a frown from them speaks volume of their attentive listening to the speaker.  As much as this encourages the speaker, it also demonstrates the high level of concentration of the listener.                

EXAMINER’S COMMENT

This question tests one of the language skills – listening.  About 40% of the candidates attempted the question.  Their performance was poor as a result of their inability to understand that their attention should be focused on the listener and not the speaker.  Candidates should endeavour to study the four language skills.
SOLUTION 2

Communication is generally defined as a process of sharing information, thoughts and emotions between a source and a destination devoid of uncertainties.

There are two major types of communication:  Internal and external communication.  

(A)
Internal Communication:     This type of communication originates and ends within the same organisation.  Three internal communication flows can be identified.  They are vertical, horizontal and diagonal.

(a).  Vertical communication: This occurs between a superior officer and a surbodinate.  When it originates from the superior, it is downward vertical in the form of directives and instructions.  When it originates from the subordinate, it is upward vertical in the form of replies/feedback and suggestions.  Vertical communication occurs between officers and shop-floor staff of the same department.


    
(b).  Horizontal Communication:     This occurs between officers on the same level of command across departments of the same organisation, e.g between the production manager and the procurement manager. 
(c).
Diagonal Communication:      This occurs when a manager of a department has to deal directly with an officer of a lower level of command from another department.  This usually occurs in an organization where trade unionism operates.

(B)
External Communication:     This is the communication from the management of one organization to an individual or group of individuals outside of the establishment or from one management to another company’s management.  This type of communication goes from an organization to any other organization such as government, agencies of government and non-governmental organisations.  External communication is exemplified in letters, posters, handbills, billboards, advertisements in newspapers, radio and television.
External communication suffers from delayed feedback because of the distance between the organizations in communication.  External communication also calls for proper planning and faultless execution as its quality will project the image of its origin. 
EXAMINER’S COMMENT
This question tests candidates’ knowledge of organisational communication.  About 45% of the candidates attempted the question.  The performance of the candidates who answered this question was below average.  This was due to the candidates’ inability to identify the differences between internal and external communication.  Candidates should familiarize themselves with the concept tested here – Organisatonal Communication.
SOLUTION 3

(a) Commas are used to:

(i).     Separate main clauses formed by co-coordinating conjunctions like and, but, or, etc.

(ii)
     Set off introductory words, phrases and clauses.

(iii)      Separate items in a list/series

(iv)      Separate non-restrictive appositives or noun/pronoun in apposition.

(v)      Mark off items in parenthesis

(vi)      Separate opposing and contrasting phrases

(vii)      Separate the name of a person being addressed
A comma is used 

(viii) Before a quotation
(ix)       In dates, figures and addresses

(x)       After an adverbial phrase at the beginning of a sentence

(xi)       To separate direct speech from words identifying the speaker
(xii)  To indicate a short pause in a sentence.
(b)
Many words provoke strong emotional reactions in the receiver.  The word “snake” denotes a physical object but it can also produce strong feelings of revulsion. There are occasions when writers deliberately choose words for their effective connotations when composing advertisements, for example.

EXAMINER’S COMMENT

This question tests candidates’ knowledge of punctuation marks.  The first part of this question tests the use of comma while the second part tests application of punctuation marks.  About 65% of the candidates attempted this question.  The performance in the first part was poor because they did not know the use of commas while the performance of the majority of the candidates in the second part was very good.  Candidates are advised to study punctuation marks as this aspect

SOLUTION 4
(i).     Quorum 

The quorum for a meeting is the minimum number of members that must be present at a meeting before it can commence.  Without attaining this number, the business of the meeting should not commence.  If, however, the meeting holds without a quorum, the decisions taken to be binding, would have to be ratified at another meeting in which a quorum is formed.  Every organization states the number of members that should form a quorum at its meetings but for most organizations, the number is 2/3 of the membership of those who are qualified to attend such a meeting.




 
(ii).  Voting   
Voting is the means of arriving at a decision at a meeting.  During voting, members   indicate their preference for a particular course of action.  There are different ways of conducting voting.  There is voice voting, voting by show of hands, voting by secret ballot and voting by division of membership physically.  Where there is a tie in the voting, the presiding officer is required to give a casting vote by voting for one of the options.





    
    


    
       
(iii)
Minutes of meeting 
The minutes of meeting is the objective, authentic and permanent record of the proceedings of a meeting.  The minutes of a meeting contains a list of people present as well as those who were absent at that meeting.   Decisions taken at the meeting and major events that took place are recorded in the order in which they came up at the meeting.  This sequence is also the sequence of the agenda of the meeting.  The Secretary, or anybody so appointed to act for him, writes the minutes of the meeting.  

     


               




          
(iv)
Proxy

This is the authority conferred on a person to attend a meeting on behalf of another and vote in his place.  The proxy is also recognized as fit to exercise all the rights and privileges of the person he is representing.              


          
(v).       Motion

This is a proposal put before a meeting for consideration, decision and action.  A motion to be put before a meeting must have a mover, i.e. the person proposing the motion; and a seconder, i.e. the person who supports the motion.  If a member sees the need, he may propose an amendment of the motion by altering a part of it.  A motion put before a meeting should be debated and decided upon.  In order to take a decision on a motion whether it will be accepted or rejected, it should be voted upon.  Also, in order   to determine the status and acceptability of an amendment, it should equally be voted upon.  

EXAMINER’S COMMENT

This question tests candidates’ knowledge of concepts used in Meetings.  About 80% of the candidates answered this question.  In spite of the popularity of this question among candidates, only about 40% of them scored above average mark.  The candidates’ low performance was due to their lack of understanding of concepts associated with meetings coupled with their poor expression ability.  Candidates should familiarise themselves with issues in communication in organisations.
NOTE


Although these suggested solutions have been published under the Institute’s name, they do not represent the views of the Council of the Institute. They are entirely the responsibility of their authors and the Institute will not enter into any correspondence about them.
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