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FOREWORD

This issue of the PATHFINDERis published principally, in response to a growing
demand for an aid to:

0] Candidates preparing to write future examinations of the Institute of
Chartered Accountants of Nigeria (ICAN);

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

(i) Lecturers and students interested in acquisition of knowledge in the relevant
subjects contained herein; and

(iv)  The profession; in improving pre -examinations and screening processes, and
thus the professional performance of candidates.

The answers provided in this publication do not exhaust all possible alternative
approaches to solving these questions. Efforts had been made to use the methods,
which will save much of the scarce examination time. Also, in order to facilitate
teaching, questions may be altered slightly so that some principles or application of
them may be more clearly demonstrated.

It is hoped that the suggested answers will prove of tremendous assistance to
students and those who assi st them in
Examinations.

NOTES

Although these suggested solutions have been published
under the I nstituteds name, t
the Council of the Institute. The suggested solutions are
entirely the responsibility of their authors and the Institute
will not enter into any correspondence on them.
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FOUNDATION EXAMINATIONNOVEMBER009
FUNDAMENTALS OF FINANCIAL ACCOUNTING

Time allowed - 3 hours

SECTION A Attempt All Questions
PART | MULTIPLECHOICE QUESTIONS (10 Marks)

1. Sales Day Book is best described as
A containing suppliersd accounts
B part of double entry system
C. containing customersd accounts
D containing real accounts
E containing credit sales.

2. When depositing money in your current account, the document used is called
A teller

B cheque book

C. paying -in slip

D cash book

E bank advice.

3. A credit balance of 85,000 in the petty cash book would mean that

A. we have spent 85,000 more than we have received
B. we have 85,000 cash in hand
C. the book keeper has made a mistake
D. N5,000 has been stolen
E. M5,000 has been wrongly entered in sales book.
4, Returns inward is overcast by N800 and discount received is undercast by

M2,000. The effect of the errors is that, profit will be

increased by 82,800
decreased by ¥2,800
increased by 81,200
decreased by N1,200
increased by M800.
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5. SAS 4 on Stock does not allow valuation of stock on
First in and first out basis

Last in first out basis

Weighted average price basis

Average cost basis

Standard cost basis.

moow>

6. The financial statements of an enterprise should state all the following
EXCEPT.
A the name of the enterprise
B. a brief description of the activities
C. the period of time covered
D its legal form
E the names of all customers.

7. Depreciation of an asset is matched against revenue in the account of not -
for- profit organizations in its
A profit and Loss account
B. receipts and payments account
C. cash book
D. income and expenditure Account
E. accumulated fund account.
8. fN30, 000 was debited to a partnerds curre

credited with the same amount, this means that

A. stock was returned to the partner
B. the partner has returned goods to the firm
C. the partner withdrew goods from stock and was charged at cost
price
D. goods have been sold to the partner
E. goods have been purchased from the partner.
9. The amount stated in the Memorandum of Association as the amount of

capital to be issued and upon which stamp duty has been paid is called

registered capital

nominal capital

authorized capital

called-up capital

issued and subscribed capital.
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10.  Obuji Plc has the following balances on 31 March 2009;

N
Share Premium Account 25,000
20,000 8% preference share ofN1 each 20,000
10% debenture 30,000
Current liabilities 10,000
150,000 ordinary shares of N1 each 150,000
General reserves 25,000
Profit and loss account balance 50,000
Assets 310,000
The total sharehol dersd f
A. N270,000
B. #150,000
C N225,000
D. 250,000
E. #&175,000
PART I SHORT ANSWER QUESTIONS (30 MARKS)
1. State one objective of preparing financial statements of a business entity.
2. Define the term O0OAccountingo.
3. Five phases are identified in the history of accounting development. State
the last two.
4. The matching concept requires that -------------=--=eeemnuu--
5. One underlying principle of accounting which requires preparation of
financial statements at regular intervals of one year is known as -----------
6. State the principle of the double entry system.
7. What journal entries would you raise if Ade begins business w ith cash of
&1,000,0007?
8. State two internal users of accounting information.
9. NDI C i s t he acronym for eEéeéééééée. . and

,,,,,,,,,,

FOUNDATION EXAMINATION T NOVEMBER 009



PATHFINDER

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

State one major reason why change in accounting policy should be disclosed
in the financial statements.

In a partnership business, salaries, allowances or bonus to the partners is a
credit to ---------- account.

What sharing formula is used by partners in a partnership business for the
profit or loss on revaluation of assets?

The indebtedness of an insolvent partner is settled by the solvent partners in
the ratio of the last agreed capital where no agreement exists. Explain the
term o0l ast agreed capitalo.

The class of preference shares that have their dividends carried forwar d

whenever the present financial situation of the company cannot
accommodate the payment of such dividends is ----------------=-=-=-mmmumu-

Which class of shares do not have the right to receive dividends at a pre -
determined rate?

Use the following information to answer questions 17 & 19

N
Ordinary shares of N1 each 5,000,000
8% preference shares ofN1 each 2,000,000
Interim dividend paid:
- Ordinary shares 400,000
- Preference shares 120,000
Profit for the year 1,000,000

If no profit is to be retained, calculate the proposed dividends of preference
shares.

If no profit is to be retained, calculate the proposed div idends of ordinary
shares.

The final dividend per ordinary share for the year is  ----------------=--o=-----

Show the entries to be made in the
the purchase of another business.
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21. Mention two major ite ms to be found in any financial statements of a limited
liability company.

22.  Income tax provision based on the profit of the year is debited to  ----------
23.  Memorandum of Association is said to be a document which discloses the
conditions whichgover ns t he companyds relationship

Which document governs the internal relationship of the company?

24, A Companyds shar e h &8.00gershareniHoveeVer, wveat ue o f
sold to shareholders for N3.00 per share. What does this transaction reflect?

25. A company invited investors to apply for its shares and they (Investors)
applied for quantity more than the number of shares available. This is
called -----------

26.  State the reason why the amount paid for a business may be different from
the total value of its net assets as shown in its financial statements.

27.  Explain the main difference between a provision and a liability.
28.  State two uses of share premium account.
29. Another name for-—-eBenus-—-—-shared is

30. The capital sum which represents the difference between the assets and
liabilities of a social club is  ---------=-=-=-mmmmmmee-

SECTION B ATTEMPT ANY FOUR QUESTIONS (60 MARKS)

QUESTION 1

a) In the choice and application of t he appropriate accounting policies, some
fundamental concepts contradict one another. To address such
contradictions and provide rules for the exercise of judgment, SAS 1
(Disclosure of Accounting Policies) recommends some practical principles
for use in particular circumstances.

You are required to explain the five principles recommended in SAS1
(10 Marks)
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b) Accounting bases are the totality of methods adopted by an enterprise for
applying fundamental accounting concepts to its financial transactions.

You are required to explain briefly the two distinctive accounting bases.
(5 Marks)
(Totall5 Marks)

QUESTION?
a) Write short notes on the following:

I. Fixed Assets Register.

. Provisions.

iii. Reserves.

iv. Intangible assets.

V. Contingent liabilities

Vi. Depreciation. (12 Marks)
b) List SIXmethods of providing for depreciation of fixed assets (3 Marks)

(Total 15 Marks)
QUESTIONS
0] List THREEobjectives of the Nigerian Accounting Standards Board.
(6 Marks)

(i) State TWOmajor sets of Accounting Standards approved for use

in Nigeria. (4 Marks)

(i) List FIVEnon-governmental bodies that are members of
Nigerian Accounting Standards Board. (5 Marks)
(Total 15 Marks)

QUESTION!

The following were the assets and liabilities of the Senior Boys Club as at 30 April
2008;

NOOC
Fixtures and fittings (net) 16,340
Stock of refreshment 4,460
Land 51,600
Subscription received in advance 4,900
Creditors for drinks supplied 6,780
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The accountantds receipts and payments accoc
shows the following;

Receipts and Payments Account

NOOOO NOOOO
Balance on 30/4/2008, b/d 7,466 Repairs and maintenance 3,218
Donations received 500 Salaries and wages 6,309
Rent of hall 5,600 Gifts and donations 600
Membersdsubscription 24,000 Dance expenses 950
Sale of brochure: 1,740 Refreshment supplies 19,415
Sale of dance tickets 3,400 Banners expenses 10,000
Sale of refreshments 10,200 Balance c/f 12,414
52,906 52,906
You are required to prepare the clubds I ncon

ended 30 April 2009 an d the Balance Sheet as at that date after taking into account
the following points:

i) Wages of&556,000 were due but unpaid at the year -end.

i) Stocks of drinks at 30 April 2009 were §14,210,000

i) Provide for depreciation on fixtures and fittings at 1,900,000
iv) Subscription due but not paid at 30 April 2009 was #1,900,000

Please show all workings. (15 Marks)
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QUESTION

Bako, Kanu, Lemboye are in partnership sharing profits and losses in ratio 3:2:1.
The following is the Trial Balance of the partnership as at 31 December 2008:

DR CR
N N
Bad debts provision (as at 1/1/08) 15,000
Bank 37,500
Capital Accounts:
Bako 270,000
Kanu 180,000
Lemboye 90,000
Current Accounts
Bako 10,500
Kanu 7,500
Lemboye 4,500
Debtors and Creditors 345,000 525,000
Depreciation (at 1 Jan. 2008):
Land and buildings 180,000
Motor vehicles 120,000
Drawings:
Bako 60,000
Kanu 45,000
Lemboye 45,000
Land and buildings at cost 900,000
Motor vehicles at cost 300,000
Office expenses 60,000
Purchases 1,275,000
Rates 60,000
Sales 2,250,000
Selling expenses 210,000
Stock (at 1/1/08) 300,000
3,645,000 3,645,000
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The following additional information is provided:

1) Stock at 31 December 2008 was valued at #450,000.

2) Fixed assets are written off at the following rates:
Land and buildings 8 5% per annum on cost.
Motor vehicles -20% per annum on cost.

3) At 31 December 2008 an amount of &26,625 was owed for selling expenses.
4) Rates were prepaid by 830,000 as at 31 December 2008.

5) A certain bad debt of &7,500 is to be written off.

6) The bad debts provision is to be increased to 816,875.

7) The partnership agreement covers the following appropriations:

a) Lemboye is to be allowed a salary of 890,000 per annum.

b) I nt erest of 10% per annum is all owed
balances.

C) No interest is allowed or charged onthepar t ner sd current acc

d) No interest is charged on the partners

You are required to prepare:

i) The partnersd Trading Profit & Loss Approa
December 2008.
i) The partnersd curr end3lbecamben2008s f or the ye
(15 Marks)

QUESTION 6

The following Trial Balance was extracted from the books of Bafella Components Ltd
as at 31 December 2008:

DR CR

N N

10% preference share capital 100,000

Ordinary share capital 350,000

10% debentures 150,000
Goodwill at cost 77,500
Buildings at cost 475,000
Equipment at cost 40,000
Vehicles at cost 86,000

Provision for depreciation -equipment & 1/1/08 12,000

Provision for depreciation & vehicles 6 1/1/08 25,800

— >
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Stock at 1 January, 2008 113,450
Sales 491,000
Purchases 269,550
Carriage inwards 8,100
Salaries and Wages 46,200
Directorsod® remuneration 31,500
Motor expenses 40,600
Rates and insurances 14,650
General expenses 2,800
Debenture interest 7,500
Debtors 93,050
Creditors 56,850
Bank 41,950
General reserve 25,000
Share premium account 70,000
Interim ordinary dividend paid 17,500
Profit and loss account at 31 December 2007 84,700

1,365,350 1,365,350

You are given the following additional information:

i) Stock at 31 December, 2008 was136,100.

i) Vehicles are to be depreciated by 815, 000 and equipment by #6,000.

lii Debenture interest of 87,500 to be accrued.

iv) A preference dividend of &10,000 and a final dividend of 10% are to be
provided for.

V) 10,000 is to be transferred to the general reserve.

Vi) 15,000 is to be written off goodwill.

vii)  Authorised share capital is 8100,000 for preference shares and 8500, 000 in
M1 ordinary shares.

viii)  Company Income tax of 25,000 is to be provided for.

You are required to prepare the Trading, Profit and Loss account for the year ended
31 December 2008 in VERTICAL format and a Balance Sheet as at that date.
(15 Marks)
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SOLUTIOI TOSECTION A

PART - MULTIPLECHOICEQUESTIONS

1. E
2. C
3. C
4, B
5. B
6. E
7. D
8. D
9. C
10. A
Tutorial
Question 10
N
Share Premium = 25,000
20,000 8% preference shares ofN1.00 each = 20,000
150,000 ordinary shares of #1.00 each = 150,000
General reserves = 25,000
Profit and loss account balance = 50,000
= 270,000

EXAMI NERS3 REPORT

The questions cover all sections of the syllabus. They were attempted by all
candidates and performance was good.

PART II: SHORT ANSWER QUESTIONS
1. Objectives of preparing financial statements include:

I. To know the operational result of the business over a period of
time.

il. To know the financial position of a business at a point in time.

iii. To maintain all records for a given period to serve as a permanent
reference in future.

iv. To know the amount which a business owes to others for having
bought goods on credit basis.
V. To know the amount due to the business by others on account of

goods sold on credit basis.

— >
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Vi. To meet provisions of various laws such as CAMALFN 2004, BOFIA.

vii.  To provide information report for review and appraisal
viii. ~ To know the capital structure in terms of amount subscribed .
iX. To determine cash position in order to reveal the liquidity position.

2. Accounting is the process of identifying, recording, measuring and
communicating financial information to provide informed judgments and
decisions to users of the information.

3. (a) Social responsibility accounting
(b) Forensic accounting

4. The earned revenue and all incurred costs relating to that reve nue must be
matched and reported for the period.

5. Periodicity .

6. For every debit entry there must be a corresponding credit entry and vice
versa.

7. Debit: Bank or cash.
Credit: Capital Account d Ade with #1,000,000

8. (a) Management
(b) Shareholders
(c) Employees
(d) Trade union

9. NDIC- Nigeria Deposit Insurance Corporation
NASB- Nigerian Accounting Standards Board

10. Reasons for change of accounting policy include:
e To conform to the requirements of an Accounting standard
e To conform to the requirements of legislative regulation
e When it is considered that change would result in a more appropriate
presentation of transactions of the enterprise.
11.Partnersdcurrent accounts.
12.0Ild profit or loss sharing ratio .
13. Capital shown in the balance sheet at the end of the last accounting year.
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14.Cumulative preference shares
15.Market price

16.Ordinary shares

17.840,000

18.8440,000

19.8.8kobo

20.Debit -Purchase of Business Account
Credit -Cash Account

21.Directorsoreport
Auditors6report
Profit and Loss account or Income Statement
Balance Sheet
Notes to the financial statements
Value Added Statement
Cash Flow statement
Five- year Accounting summary

22.Profit and Loss Appropriation Account
23. Articles of Association
24.Sales of share ata discount
25. Over-subscription
26. Goodwiill
27.A liability is incurred while a provision is accrued
28.To
(i) write off preliminary expenses
(i) declare bonus shares to shareholders
(i) write off expenses and commissions paid on issue of shares or scrips

or debentures
29.Scrip issue

— >
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30. Accumulated Fund

Tutorials:

17. (8% 0fN2,000,000)-M8120,000= #N40,000
18. 41,000,000-160,000-400,000= #440,000
19. N440,000/5,000,000=8.8k

EXAMI NERS3 REPORT

The questions cover many sections of the syllabus. They were attempted by all
candidates. The performance was fairly good.

SOLUTIONS TGECTION B

QUESTION
(@) To address contradictions of some fundamental concepts, SAS 1 (Disclosure
of Accounting policies)recommends the following principles:

I. Substance over form: - The principle recommends that busine ss
transactions are accounted for and presented in accordance with
their substance and financial reality and not merely with their
legal form .

il. Objectivity: This requires the accountant preparing financial
statements to use independent judgement of business transactions
with verifiable evidence and not subjectivity nor dependence to
favour all users of the reports.

iii. Fairness: The fairness principle requires that accounting reports
should be prepared not to favour a particular group of user s but to
favour all users of the reports.

iv. Materiality: The principle connotes that only items of material
values are accorded their strict accounting treatment s.
V. Prudence:- This principle requires exercising great care in the

recognition of profit while all known losses are adequately
provided for. However, this should not be a justification for the
accountant to create secret or hidden reserves.

(b) The two distinctive accounting bases are:
I. Accrual basis; and
il. Cash basis

Accrual basis: - Under this basis, revenue and expenses are recognized in the
accounting period to which they relate and in which they are earned and incurred
and not when they are received or paid.
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Cash basis: Under this basis only revenue actually received and expenses actually
paid during an accounting period are recognized in that period.

EXANI NERS® REPORT

The question tests candidatesd knowledge of
Most candidates attempted the question and performance was average. The
commonest pitfall was misinterpretation of the qu estion as some candidates wrote

on accounting concepts instead of policies and bases required.

Candidates are advised to study the Statement of Accounting Standards and other
publications of Nigerian Accounting Standards Board .

QUESTION 2

(a) (i) _Fixed Assets Reqister:

This is a register containing information about all fixed assets owned by an
enterprise, clearly classified based on each category of fixed assets. It is a
memorandum book used to record the particulars of fixed assets such as:
e Original cost;
e Date of acquisition;
e Dates and cost of subsequent additions or improvements;
e Basis upon which depreciation is charged and the amount provided each
year,
e Net book value of the asset;
¢ Names of makers / manufacturers/ suppliers ; and
e Location of the asset
il. Provisions:

This is a liability of uncertain timing or amount. It is made for something which

will probably happen . It relates to either a diminution in the value of an asset

(e.g debtors) or known liabilities (e.g audit fees), the amount of wh ich cannot

be established with reasonable accuracy.

It should be recognized when:

¢ An entity has incurred a present obligation ;

e Itis probable that a transfer of economic benefits will be required to settle it ;
and

e Areliable estimate can be made of the am ount involved.

It is usually charged against profit as an expense .

— >
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iii. Reserves:

These are amounts set aside out of profits earned by companies which are not
designed to meet any liability, commitment or diminution in value of assets
known to exist at the balance sheet date. They may be created voluntarily or in
accordance with the requirements of the laws , for example, capital reserves
and revenue reserves.

iv. Intangible Assets:

These are identified non-monetary assets without physical substance, that is,
they cannot be touched or moved but are represented by legal documents. The
assets must be:

e controlled by the entity as a result of events in the past; and

e something from which the entity expects its future economic benefits to flow.
Examples include: goodwill, intellectual rights (patents, performing rights and
authorship rights) and development costs.

v. Contingent Liabilities

These are:
e possible obligations that arise from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain
future events not wholly within the entit
e present obligations that arise from past events but are not recognized
because it is not probable that a transfer of economic benefits will be
required to settle the obligations; or the amount of the obligation cannot be
measured with sufficient reliability.

vi. Depreciation

This is an estimate of the portion of the historical cost of or revalued amount of
a fixed or non-current asset chargeable to operations during an accounting
period. It is the wear and tear on a fixed or non -current asset resulting from use,
effluxion of time or obsolescence dictated by changes in technology and market
forces.

(b) Methods of providing for depreciation of fixed assets i nclude:
i. Straight line method ;

ii. Reducing balance method;

iii. Sum of the years digits method ;

iv. Unit of output method ;

v. Machine-hour method;

FOUNDATION EXAMINATION T NOVEMBER 009



PATHFINDER

vi. Sinking fund method ;
vii. Revaluation method;
viii Annuity method ; and
ix. Insurance policy meth od.

EXAMI NEHRGCGRI R

The question tests candidates® knowledge of some common accounting
terminologies. Most candidates attempted the question and performance was
good.

QUSTION 3
i. Objectives of the Nigerian Accounting Standard s Board include:

(a) To develop and publish Statement of Accounting Standards (SAS) to  be
observed in the preparation of the financial statements.

(b) To promote and enforce compliance with the Standards by preparers and
users of the financial statements .

(c) To promote and enforce compliance with the Standards developed or
reviewed by the Board.

(d) To review, from time to time , the Accounting Standards developed in line
with the prevalent social, economic and political environment

(e) To receive, from time to time, noti ces of non-compliance of the
accounts with Standards from the preparers, users or auditors .

() To receive copies of qualified audit reports together with detailed
explanations for such qualifications from auditors; within a period of 60
days from th e date of such qualification.

(g). To promote and sponsor legislation when necessary in order to ensure
that Standards developed and published by the Board receives
nationwide acceptance, adoption and compliance.

il. Major sets nationwide of Accounting Standards Approved for use in Nigeria
are:
(@)  Statement of Accounting Standards (SAS);
(b) International Accounting Standards (IAS); and
(©) International Financial Reporting Standards (IFRS).

iii. Non-Governmental member bodies of Nigerian Accounting Standards
Board include:
I. Nigerian Accounting Teachers Association (NATA)
il. Nigerian Association of Chambers of Commerce, Industry, Mines
and Agriculture (NACCIMA)
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iii. Chartered Institute of Bankers of Nigeria (CIBN)

iv. Institute of Chartered Accountants of Nigeria (ICAN)

V. Association of National Accountants of Nigeria (ANAN)
Vi. Chartered Institute of Taxation of Nigeria (CITN)

Vil. Nigeria Stock Exchange (NSE).

EXAMI NERS3 REPORT

The question tests candidates” knowledge of the provisions of the enabling law of
Nigerian Accounting Standards Board (NASB). Most candidates attempted the
guestion and performance was fairly good. Few candidates did not know the
objectives of the Board. Candidates are advised to cover the whole syllabus.

QUESTION 4
SENIOR BOYS CLUB
Income and Expenditure Account for the year ended 30 April, 2009

Note (s) MO 000 NOOOO

Income:

Subscription 1 30,800

Donations 500

Rent of hall 5,600

Sales of brochure 1,740

Sales of dance tickets 3,400

Income from bar/ bar profit 4 7,315
49, 355

Expenditure:

Repairs and Maintenance 3,218

Salaries and Wages 2 6,865

Gifts and Donations 600

Dance expenses 950

Banners expenses 10,000

Depreciation of fixtures and fittings 1,900 (23,533)

Surplus of income over expenditure 25, 822

Balance Sheet as at 30 April, 2009
Note(s) NO 0 O0MBSOOO N3O0O0O

Fixed Assets:

Land 51, 600

Fixtures and Fittings 16,340

Depreciation (1,900) 14, 440
66, 040

— >
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Current Assets:
Stock of drinks 14,210
Subscriptions unpaid 1,900
Cash and Bank Balance 12,414
28, 524
Current Liabilities
Wages accrued 556
Net Current Assets
Net Assets
Financed By:
Acaumulated Fund 5
Surplus of income over expenditure
Workings:
1. Subscriptions Account
NO 00O
Income 30,800 Balance b/f
Receipts
Balance cf
30, 800
Balance b/d 1,900
2. Salaries and Wages Account
NO 00O
Payments 6,309 Expenditure
Balance c/d 556
6,865
Balance b/d
3. Creditors Account
NO 00O
Payments 19, 415 Balance b/f
Purchases
19, 415

O N
’:h"\l
o |©
o &
o0 oo

68,186
25,822
94,008

NO 00O
4,900

24,000
1,900

30,800

NOOOO
6,865

(o2]
(o]
(o]
ol

556

NOOOO

6,780
12,635
19,415
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4. Bar Trading Account

NOOOO NOOOO
Sales of refreshment 10,200
Cost of Sales:
Opening Stock of refreshments 4, 460

Purchase of Refreshment 12, 635

17, 095
Closing Stock of Refreshments 14, 210 2,885
Income from bar/ bar profit 7,315

5. Statement of Affairs as at 30 April, 2008
NOOOO NOOOO
Assets:
Fixtures and Fittings 16,340
Stock of refreshments 4,460
Land 51,600
Cash and Bank Balances 7,466
79,866

Liabilities:
Subscription received in Advance 4,900
Creditors for drinks supplied 6,780 (11,680)
Accumulated Fund 68,186

EXAMI NERS3 REPORT

The question tests candidates’ knowledge of the preparation of final accounts of
not-for-profit organizations. Few candidates attempted the question and
performance was poor. Some candidates failed to prepare the opening statement of
affairs and bar trading accounts. Candidates are advised to practice the past
guestions in the Pathfinder.

QUESTION §i)
Bako, Kanu, Lemboye
Trading, Profit and Loss and Appropriation Accounts for the year ended 31
December, 2008

N N
Sales 2,250,000
Less cost of goods sold;
Opening stock 300,000
Purchases 1,275,000
1,575,000
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Less closing stock 450,000 1,125,000
Gross Profit 1,125,000
Office Expenses 60,000
Rates 30,000
Selling Expenses 236,625
Bad debt 7,500
Additional doubtful debt provision 1,875
Depreciation- Land & buildings 45,000
Depreciation - Motor vehicles 60,000 441,000
Net profit 684,000
Appropriation: Bako Kanu Lemboye Total
N N N N
Salary 90,000 90,000
Interest on capital 27,000 18,000 9,000 54,000
Shares of profit 3:2:1 270,000 180,000 90,000 540,000
297,000 198,000 189,000 684,000
Current Accounts
Bako Kanu Lemboye Bako Kanu Lemboye
NOOOBKOIOOONOOODO NOOOONOOOM®™OOOO
Bal b/f 7.5 Bal b/f 10.5 4.5
Drawings 60 45 45 Profit 297 198 189
Bal.c/d 247.5 145.5 148.5
307.5 198 193.5 307.5 198 1935
EXAMI NERSd REPORT

The question tests candidatesdknowledge of partnership accounts. Most candidates
attempted the question and the performance was good.
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QUESTION 6

Bafella Components Ltd
Trading Profit and Loss account for the year ended 31 December, 2008

N N N
Sales 491,000
Less
Opening Stock 113, 450
Add purchases 269, 550
Add carriage inwards 8,100 277, 650
391, 100
Less;Closing stock 136, 100 255,000
Gross Profit 236,000
Less; Expenses
Salaries and wages 46,200
Motor Expenses 40,600
Rates and Insurance 14,650
General expenses 2,800
Directors’ remun eration 31,500
Debenture interest 15,000
Depreciation: Vehicles 15,000
Depreciation: Equipment 6,000 21,000 171,750
Profit for the year before taxation 64,250
Less:Income Tax 25,000
Profit for year 39,250
Add retained profit from last year 84,700
123,950
Less; Appropriations;
Transfer to General Reserve 10,000
Goodwill  written off 15,000
Interim dividends 17,500 42,500
Retained Profits carried forward 81,450
Balance Sheet as at 31 December, 2008
Fixed Assets Cost Depreciation NBV
N N N
Buildings 475,000 475,000
Vehicles 86.000 40,800 45,200
Equipment 40,000 18,000 22,000
601,000 58,800 542,200
Goodwill 62, 500

604,700 ‘E
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Current asset:

Debtors 93,050
Stock 136,100
Bank 41,950
271,100
Current liabilities
Creditors 56,850
Accrued debenture
interest 7,500
Income tax 25,000
89,350 181,750
786,450
Authorized Share Capital
N
Ordinary Share Capital 500,000
10%Preference Share Capital 100,000
600,000
Share Capital N
Ordinary Share capital 350,000
10% PreferenceShare capital 100,000
Share premium 70,000
General reserves 35,000
Profit and Loss account 81,450
636,450
10% Debentures 150,000
786,450

EXANI NERSO3 REPORT

The question tests candidates™ knowledge of the preparation of final accounts of
limited liability companies. Most candidates attempted it and performance was
average. Few candidates did not prepare the accounts in vertical format required
by the question. Candidates are advised to study carefully the requirements of
guestions before attempting them.
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ICAN/OR/F/2 EXAMI NATI ON NOééééb&.ééé. .
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF NIGERIA
FOUNDATION EXAMINATIONNOVEMBER2009
QUANTITATIVE ANALYSIS

Time allowed - 3 hours

SECTION A (AttempfAll Questions)
PART1 MULTIPLECHOICE QUESTIONS (10 Marks)

1. Which of the following is a measure of dispersion?
A. Mean
B. Percentiles
C. Quartiles
D. Mean Absolute Deviation
E. Mode.
2. Which of the following is NOTone of the uses of an Index number?

A To measure the economic well-being of a country

B. Basis for comparing related series for administrative purpose
C. To measure the direction of movement of economic variables
D To deflate series

E To determine the value of money.

3. The sum of the Mean and the Median of 4, 6, 3,1, 5,5 is
A 6.0
B. 9.0
C. 8.0
D 7.5
E 8.5

4, The delivery cost Y is related to the size of an order X by the regression line
which has its constant to be 10,491 and its regression coefficient as 3,170.
Calculate the size of an order, if the delivery cost is 843,966.20.

A. 10,491.00
B. 10.56

C. 30,305.20
D. 17.18

E. 139,383.35
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5. In a certain shoe making industry, the cost function is C(X) = #&(40x +
10,000) while the revenue function is R (x) = #50x, where x is the number of
units produced and sold. The profit when 1,000 units are produced and sold

is
A. N40,000
B. N50,000
C. N 5,000
D. N 0.00
E. N10,000
6. If the average revenue function of a firm is defined as 2Q 0 4, then the
marginal revenue function of the firm is
A. 2
B. 2 84Q
C. 4Q° -4
D. 4Q - 4
E. Q8 4Q

7. If A= [ 3 4 andB =| 2 -7
-1 5 1 -6

Determine IA+BlI
5
-5
14
-4
4

typical transportation problem deals with
a number of sources and one destination only
only one main source and a number of destinations
a number of sources and a number of destinations
the means of transportation
the people involved in the transportation .

0o
moowx»>» MOO®m>

9. When making decisions under conditions of risk, all of the following are
acceptable criteria for choosing an optimal decision EXCEPT:

minimizing expected loss

maximizing expected value

choosing the state of nature most likely to occur

maintaining expected marginal profit greater than expec ted
marginal loss

— >
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E. maximizing expected profit .

10.  Which of the following is NOT true of simulation used to solve management

problems?

A. Simulation enables us to provide insight into certain management
problems where mathematical evaluation of a model is not feasible

B. Simulation is not an appropriate substitute for mathematical
evaluation of a model in many situations

C. Simulation models may be very expensive and require much time to
develop

D. Simulation is applicable only in cases where th ere is an element of
randomness in a system

E. Simulation does not generate optimal policies by themselves .

PART I  SHORT ANSWER QUESTIONSO MARKS)

1. The probability that Mr. John wins a visa lottery to USA is '/, while the
chance of his pregnant wife giving birth to a baby girl is  %/,. The probability
that Mr. John does not win a visa lottery and his pregnant wife g ives birth to

a baby boy is ééé.
2. In Statistics, s ampl e i s a subset of ééeéeéeéééé.
3. The index that takes the currency ofdata i nt o consi deration i s
4. A null hypothesis is a hypothesis of no ¢é

5. The sales of OWAS foods from 2003 to 2007 are shown below

Year (1) 2003 2004 2005 2006 2007
Sales (y)& Million 10 7 11 13 15

Where Xt = 10, Xy = 56,Xt* = 30 and Yty = 128. If the least squares trend

|l ine equation is given by y = a + bt, the
6. Forecasting value within the range of values of the independent variable in
a given data is known as ééee.
7. The overtime hours worked each month for the first quarter of 2008 by Mrs.
Olorunniisomo are 55, 46 and 58. The standard deviation is known
asé é e é
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Use the following information t o answer questions 9 and 10

8. TWOitems are to be chosen from 10 items of which 3 are defective. The
probability that one of them is defective and the other is no n-defective is

1980 1981
Commodity Price (N) Quantity (g) Price (N) Quantity (g)
Yam 3 1,000 5 1,200
Gari 40 800 45 900
9. Laspeyres I ndex is éeéeée.
10. Paascheds I ndex is ééééeéeée
11. The median o f a set of data is the same as t he

12. The set of data in which mean, median and mode are equal is said to be

,,,,,

/////

13.  The cardinality of the set P :{2, 4,8 }i s

14. For a maximum profit, the second derivative of profit func tion is always
eéeé.

15. A company has a marginal cost function of X & 60x + 800 with a fixed cost
of 81,000.00, where X is the number of units produced. Find the cost when
25 units are produced.

16 An identity matrix is also known as ¢éeééé.

17. MAZ Nig. Plc. has a monthly fixed cost of 84m and production cost of N75 for
each unit of soap produced. If the soap sells for 8120 per unit and 100,000

units were produced and sold, then the pr

18. If the intersection of sets A and B is empty, then the two sets are called
e éée Set

19. If the marginal cost function of a product is given by 2x 8 3, then the cost of
producing the first ten units i s éééé
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20. The number of N500 worth of recharge cards from STS, XQX and AIA
telecommunication companies sold at three retail outlets in a particular day
is shown in the table below :

Telecommunication Company

Outlets STS(Units) | XQX (Units) AlA (Units)
I 20 15 17
I 22 18 21
11 14 13 20

The total income of the retail outlets fortheday i s é ¢é é .

21. In linear programming, the process of changing a maximization problem to

"""

a minimization one orvice -versa,i s known as ééééé for mul at

22.  The assumption o f é € és.that, in the absence of information to the
contrary, each state of natur e is equally likely.

23. The main objective of a transportation problem is to distribute a single

commodity from various sources to differe

24. The customer s waiting t o be served

eeéeéé refers tmersheingsereced.st o

25. A Markov chain is a process in which the outcomes at any stage of the

experi ment depend on ééeéeeé

26. All the factors involved in a linear programming problem must have

eéeééé relationship.
Use the following information to answer questions: 27 and 28

The following data have been collected on a speci al component that has a limited
life:

Week(s) after replacement 1 2 3
% of component which have
failed by the end of the week 20 60 100

— >
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850 components are in use at any one time and they can be replaced on a
mass replacement basis at 84.00 per component. If they are replaced
individually as they fail, the costis #12.00.

/////

27.  Average number of replacementsper week i s ééeéeé

,,,,,,

28.  (ost of individual replacement si s é é é é é é

29.  The number of arrivals per unit of time in a simple queuing t heory generally
foll ows arobébdity distripution while the service times follow a
€ é é é . probability distribution.

30. The steady-state distribution v ector for the regular Markov chain having

transition matrix of E)S 0.2 i s ééé. .
5 0.8

SECTION B ATTEMPT ANY FOUR QUESTI®80 MARKS)
QUESTION 1

The weekly cash deposits of 50 customers of a bank are given below:

Cash deposits Number of

N6000O0) Customas
1100119 3
120 6129 5
130 6139 9
140 6 149 15
150 6 159 8
160 6 169 6
170 - 179 4

€) Using an assumed mean of &144,500, calculate the mean weekly cash
deposit by the customers. (4 Marks)

(b)(i) Obtain the cumulati ve frequency distribution for the weekly cash deposit by
the customers and draw the ogive to the dat a. (1Mark)

(i) Use your ogive in b (i) above to estimate the median weekly cash deposit by
the customers. (5 Marks)

(c) Calculate the modal weekly cash deposit by the customers. (5 Marks)
(Total 15 Marks)

— >

FOUNDATION EXAMINATION T NOVEMBER 009



PATHFINDER

QUESTION 2

The following table gives the deposit ( & Billions) of a commercial bank in each
guarter of four successive years:

Quarter 1 2" 3¢ 4"
1981 13 20 51 18
1982 15 21 57 19
1983 16 27 52 17
1984 14 29 60 21
@) Estimate the trend using least squares method . (13 Marks)

(b) Compute the seasonal variation
(Give all your answers in (a) & (b) to 2 decimal places) Total (15 Marks)

QUESTION 3

(a) The following ranks are obtained by two independent Judges for four
different brands of NOKAI phone.

Brand A B C D
Judge 2 1 3 4
Judge 1 2 3 4

In a consumer preference test, compare the four brands and comment on
your result. (7Marks)

(b) The sum of 81,000,000 was invested for 3 years at 9 percent interest per
annum compounded quarterly.
I. How much was in the account at the end of three years?

i, How much more was earned with compound interest than would have
been earned with simple i nterest in the three years? (8Marks)
Total (15 Marks)

— >
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QUESTION 4

A qualified salesman at Dammy Investment must possess High Intelligent Quotient
(HIQ), Good Human Relations (GHR) and Persistency Quality (PQ). A selection test
was conducted for 250 applicants. The outcome of the test shows that 95 applicants

passed the HIQ test, 130 passed the GHR test while 7 failed the three tests. Other
results show that 86 passed exactly 2 of the tests. Twice the number of those who
passed both the HIQ and GHR tess passedboth the HIQ and PQ tests.

If 24 applicants passed both GHR and PQ tests only and 16 passed both HIQ and
GHR tests only,

(a) lllustrate the above information on Euler -Venn diagram. (2 Marks)
(b)  Obtain values for all the mis sing spaces in the diagram. (3 Marks)

(c) From the diagram determine the number that passed .

I. both HIQ and PQ tests only (2 Marks)

il. GHR test only (2 Marks)

iii. only one of the tests (2 Marks)

iv. PQ testonly (2 Marks)
(d) How many applicants could be said to be qualified salesm en

by this selection test? (2Marks)

(15 Marks)

QUESTION 5

One of the products manufactured by Abubakah Electronics PLCis an electrical
component called Silkron. Each Silkron is sold for N14 and at that price, the
company is able to sell all that it manufactures. Manufacturing cost for Si |kron is
made up as follows:

N
Raw material 2.50
Variable overhead 2.50
Labour 1.00
Allocatedfixed overhead 3.00
Total 9.00

Silkrons are manufactured on special 100 machines owned by A bubakah
Electronics PLC Each machine is fitted with a special component which is liable to
frequent failure. A recently completed survey by the company shows that the
working lives before failure of 1000 of the special component are as follows:
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Length of life in Number of special
weeks components
1 200
2 250
3 400
4 150

If a component fails when in use, the time taken to replace it results in a loss of
production of one component which cannot be made-up for subsequently.
Consequently, Abubakah Electronics PLChas followed the policy of replacing all
special components at the end of each week when machines are not being used.
The cost of purchasing and fitting one of the special components is N7.00 whether
replacement is at the end of the week or at the time of failure,

Assume that componentsdlives are exact number of weeks. You are required to:
(8  determine contribution lost when a component fails . (2 Marks)

(b)  determine mean weekly cost of individual replacements of the special
component. (12Marks)

(c) advise the management of Abubakah Electronics PLC on the best

replacement policy. (1Mark)
(15 Marks)

QUESTION 6

The table below shows the activities and durations involved in the electrical
installation of a mul ti-storey building at Sabo in Lagos State.

Preceding Duration of
Activity
Activity Activity (Days)
A - 20
B - 8
C A 18
D A 8
E C 14
F B 10
G F 4
H E, G 6
J D 8
K H,J 10
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You are required to:

€) Construct the network diagram for the project , based on the activity -on-
arrow concept. (6 Marks)

(b) Determine the earliest and latest times of each event . (6 Marks)

(c) Determine the critical path of the project and hence the shortest completion
time. (3Marks)
Total (15 Marks)

SOLUTION TO SECTION A
PART 1 MULTIPLEEHOICEQUESTION
1. D

© 0 NOoO Ok~ wWwN
T OO0O®WOoOOoOwmMmMO

B
o

WORKINGS TO SOLUTIONS
3. Put the data in an array
1,3,4,5,5,6
Mean=4 +6+3+1+5+5 = 24 =4 and median =
6 6
Mean + median =4 + 4.5
= 8.5

445

=45

=

4. y=10491+3170 x
43966.20—10491

3170
= 10.56

— >
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5. PX) =R(X3CE
=50 x 3 40x 8 10,000 = 10 x & 10,000

When x=1000,

P(x)= 10000 & 10000 = 0.

6.  R(Q)=(2Q-4)Q

=2Q'04Q
0 =4Q 84
7. A= (—31 54) B = (i —_;
wos (§ 7

~|lA+B|= -5-0= -5

EXAMI NERSd REPORT

The questions test basic principles and are within the syllabus.
All the candidates attempted the questions.

The performance of the candidates was not good. Less than 20% of the candidates
scored 50% and above.

Pitfalls were due mainly to inability of the candidates to recall appropriate
prin ciples needed for the questions.

Candidates are advised to cover and master the topics in the syllabus for future
examinations.
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PART Il SHORTANSWER QUESTIONS

1 5= 0.27

2 Population

3 Paasche index
4 Change

S. 1.6
6

7

8

9

Interpolation

5.1

0.47

117.14%
10. 117.4%
11. 50"

12. Symmetric (normally distributed)

13. 2%o0r8
14. Negative
15. 7458.33

16.  Unit/Unity
17.  N500,000

18. Disjoint

19. 70,000
20. N80,000.00
21. Dual

22. Rationality

23. Minimum Total Cost

24. Queue; system

25.  Outcome of the preceding stages

26. Linear

— >
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27. 386.356
28. 4,636,356

29. Poisson; negative exponential

WORKINGS
1 2
1. A=—-,B= 2
4,1 4
PA)P(B)= -X-= PP 0.27
Etp ry et
5. b= ——=r>—
2—D?/,
128—(56)(10)/5 16
= 5 = —=1.6
30-104/5 10
7 X d= x-—| d?
X
46 -7 49
55 2 4
58 5| 25
159 78
x= 1%/,=53
5  Ld®
age = = "%,=26
n
o =+26=51
_ _ 10! 10! 10X9
8.  Choosing 2 from 10 items means*G, = ————— = —— = —_— = 45
3! 3!
Choosing 1 defective from 3 defective ones means®C, = = =3

11{3-1) 1! 2!

Choosing 1 non-defective from (10-3) or 7 non- defective ones means
7! 7!

'G= =1:a:=?

117 -1

3IX7 7
Therefore, the required probability = e = O 0.47
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9. Laspeyres index= Fp,q,/Ep, q,
= (5 x 1000 +45 x 800) x 100 / (3000 + 40 x 800)

= (5000 + 36000) /35000
=1.1714.14 x 100%
=117.14%

10. Paasches index = Fp,q./Fp,g, = (5x1200 + 45 x 900) / 39 600
=1.174 x 100 = 117.4%

13 2% or 8

15. d;"" = ( X-60x-800)
c = [(x? — 60x — 800)dx
e Cx) = = =22 800x + C
When x = 25 units and C = 1,000

C() = 25 /3 & 30(252) + 800 x 25 + 1000
= N7,458.33

17. If xis the quantity produced and sold
Ci) =75 x+ 4,000,000

R(X) = 120 x

P =R(x3CK
= 45 x-4,000,000

If x=100000

then P(x) = 45 (100,000) & 4,000,000
= N500,000

19. dc/dx=2 x-3
[de= [, (2x—3)dx

2x°

—3x]3° =102 —3(10) = 70

c = N70.00

20 15 17y /500 26000
20. 22 18 21| 500 )= 30500
14 13 20/ \500 23500

Total income = 26000 + 30 500 + 23 500 = &80,000.00 or
(20+22+14+15+18+13+17+21+20) x 500 = N80,000. 00
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27.  Average life of a component=1x0.2+2x0.4+3x0.4=0.2+0.8+1.2 =
2.2

28. Average number of replacements per week =

850

= 386.363

L I
e

29.  Average number of replacements x cost per unit = 386.363 x 12 = 4,636.356
30 ({].5 0.2)[1?] _ [1’]
' 0.5 08/ y

05x+02y= xéé. . (1)
05x+0. 8y = () ée..
() o(i) 0.5x60.2y=0

-
F

X=Zy
Butx+y=1

=1 | pa

2y/5+y=1y= < and x =
()= (=
v) 5I,-’?

EXAMI NERSd REPORT

The questions test basic principles in all the three aspect s of the syllabus.
All the candidates attempted the questions.

Many of the candidates could not provide correct answers to most of the questions
which resulted in only about 10% scoring 50% and above.

Pitfalls were due to failure of the candidates to recall basic knowledge needed to
answer the questions correctly.

Candidates are advised to prepare very well and cover the entire syllabus for future
examinations.
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SECTION B

QUESTIONL

A=N144500= N1 4 4 . S00)NO O

(@) Mid pts(x)  no of customers(f) d=x-A fd
114.5 3 -30 -90
124.5 5 -20 -100
134.5 -10 -90
144.5
154.5
164.5
174.5

= ©
(€
o
o

10 80
20 120
30 120

40

S s o o

Mean x = A + Eﬁ
yf

40

=144.5+ —
]

L

=145.3
i.e N145,300

b) less than (Cumulative freq)

109.5 0
1195 3
129.5 8
139.5 17
149.5 32
159.5 40
169.5 46
179.5 50
Ogive 0 see graph (4)

Median from ogive is 145.5 (1/2) i.e N145,500 (1/2)
Mode =L + (—f’“_fi

)C with the usual notations
2fm—f= -1

Where
L = lower boundary of the modal class = 139.5
f.,= modal frequency = 15

>
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f, = the frequency preceeding the modal class =9
f, =the frequency immediately after the modal class = 8
C =the class size = 10

Mode = 139.5 + (L) 10

2{15)-g-9
=139.5+4.62
=144.12 or N144,120.00

EXAMI NERSd REPORT

The qguestion tests candidatesd knowledge of
ability t o draw a cumulative frequency diagram called ogive. It requires the use of

assumed mean to obtain the actual mean, estimating the median from the ogive

and relevant formula to compute the mode.

About 80% of the candidates attempted the question.

Performance was above average. About 60% of the candidates who attempted the
guestion scored 50% and above.

Pitfalls were:

- Inability to use the correct class boundary in the diagram.

- Failure to recall correct formula to compute the mode.

Candidates are advised to master how to draw the ogive correctly and the relevant
formulae needed to calculate the mode.
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QUESTION
A four-quarter Trend Table (b)
YEAR | QUARTR T Y t? Ty Trend(T) Seasonal Seasonal
Variation Variation
(y-T) Y
Additive T
(Multiplicative)
1981 | 1 0 13 0 0 |23.33 -10.33 0.56
2" 1 20 1 20 23.97 -3.97 0.83
3 2 51 4 102 24.61 26.39 2.07
4" 3 18 9 54 25.25 -7.25 0.71
1982 | 1 4 15 16 60 25.89 -10.89 0.58
2" 5 21 25 105 26.53 -5.53 0.79
3™ 6 57 36 342 27.17 29.83 2.10
4" 7 19 49 133 27.81 -8.81 0.68
1983 | 1 8 16 64 128 28.45 -12.45 0.56
2" 9 27 81 243 29.09 -2.09 0.93
3™ 10 52 100 520 29.73 22.27 1.75
4" 11 17 121 187 30.37 -13.37 0.56
1984 | 1 12 14 144 168 31.01 -17.01 0.45
2" 13 29 169 377 31.65 -2.65 0.92
3™ 14 60 196 840 32.29 27.71 1.86
4" 15 21 225 315 32.93 -11.93 0.64
t= Ly=450 | Xt? X ty=359
120 =1240 4

The trend line equation is given as

y = a+bt

Where y is the observation, a is the constant, b is the regression coefficient and t is

the time

period.

_ (1z0)(450]
3504 —— 2
16 _ 219
(1z0)2

16

=

Etv—zrzy
= - —. T =
vz (20 1240

n

430
16

120
16

— (0.64)

FOUNDATION EXAMINATION T NOVEMBER 009 ‘



PATHFINDER

thus, the trend line equation is
y = 23.33 + 0.64t.

This is used to obtain the trend values in the table using both the additive and
multiplicative models. The first seasonal variation is got from the additive model
while the second seasonal variation is got from the multiplicative model.

EXAMINERSREPORT

The question tests 6Time Series Analysis6 by using the Least Squares method
including knowledge of seasonal variation.

Less than 50%of the candidates attempted this question and the performance was
poor as only about 20% of the candidates who attempted this question scored 50%
and above.

Pitfalls were due to inability to recall the necessary model and formulae for
calculating the unkn own constants.

Candidates are advised to know the various methods of estimating the trend when
preparing for future examinations by consulting study packs and relevant
textbooks.

SOLUTION 3
(@) Consumer Preference Test Table
Brand Ranking by Difference d?
Judge 1 Judge 2 (d)
A 2 1 1 1
B 1 2 -1 1
C 3 3 0 0
D 4 4 0 0
TOTAL 2
Spear manos rank cogrelation coefficient
2
r=1- ?E_qd -, Heren=4
nin=—1}
[o= 6x2
k™" 416-1)
=1-0.2=0.8
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Comment The rank correlation coefficient is po sitively high. We can therefore
conclude that there is evidence of good agreement between the two judges.

b(i)S=P(1+ )"
-
= 1,000,000 (1+ %)3”

= 1,000,000 (1.0225) **
= N1,306,049.99

Interest = #41,306,049.99-81,000,000 = #306,049.99
PTR
(i) ~Simple interest (S.I) = ——
1.000,000x 3 x9

100
§270,000

Hence the amount that would have been earned is

N306,049.99-MN270,000 = &36,049.99

EXAMI NERSd REPORT

The question tests candidates ability to calculate rank ¢ orrelation coefficient,
simple interest and compound interest.

About 10% attempted the question.

The performance was poor as less than 20% of the candidates who attempted the
guestion scored 50% and above.

The major pitfall was the failure of the candid ates to recognize the quarterly
compounding in compound interest calculation.

Candidates are advised to master the various periods that can be used in
compound interest problems.
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QUESTION4

(@)
(i)

(ii)

Euler 8 Venn Diagrams of Dammy Investment

HIQos

VA

7
PQ

GHRi30

Uaso

HIQgs
PQ

GHR130

7

Usso
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The missing sectors are labelled a,b,c and x

The workings are as follows:

n ( passed 2 only) = a+16+24 = 86
a=46
2(16+ x=a+ x=46+ x
2x0 x=46 032
x=14
b=95 & (a+ x+16) =95 0§ (46+14+16)= 19
c=130 0(x+16+24)=130 0(14+16+24)=76
d=250 0(19+46 + 14 +16 +76 + 24 + 7)
=48
(c) 0] n (HIQ and PQ test only) =46 = a
(i) n (GHR test only) =c =76
(i) n(only one test) = 19+48 + 76 = b+c+d = 143
(iv) n(PQtestonly)=48=d

(d) n (qualified sales men) = x=14

EXAMI NER6S REPORT

The question tests the use of EulerVenn diagram to solve problems.
Less than 50% of the candidates attempted this question.

Only about 5% of the candidates who attempted this question scored 50% and
above.

Pitfalls were inability of the candidates to draw a correct diagram and calculate
required values.

Candidates are advised to improve their knowledge on the application of Euler -
Venn diagrams to solve problems.

FOUNDATION EXAMINATION T NOVEMBER 009



PATHFINDER

QUESTIONS

(@) Sales Per unit N14.00
Deduct
Raw material cost #N2.50
Labour N1.00
Variable overhead N2.50 N6.00
Contribution N8 00

Thus contribution lost is N8.00

(b)

Week (Wk) | Prob. Of failure (P) Week x P
1 299~ o020 0.2
1000 )

2 250 - 0.25 0.5
1000 '

3 299 _ 440 1.2
1000 )

4 150 _ 015 0.6
1000 '

2.5

i.e Average life of a component = 2.5wks
000

Therefore, Average number of replacements per week = 12 . 400
. Cost of individual replacements on failure =400 x 7 = #2800
() The number of failures per week is calculated as follows:
WK No of failures
1 1000x0.2 = 200
2 250 + (0.2) (200) = 290
3 400 + (0.2) (290) + (0.25) (200) = 508
4 150 + (0.2) (508) + (0.25) (290) + (0.4) (200) = 404
And the average weekly cost is calculated as follows:
Wk total cost average weekly cost (M)
1 200 x 7 + 1000 x 2.5 =390 3900
2 490 x 7 + 1000 x 2.5 = 5930 2965*
3 998 x 7 + 1000 x 2.5 = 9486 3162
4 1402 x 7 + 1000 x 2.5 =12314 3078.5
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The best mass replacement option is at the end of 2™ week (*) at the cost of 82965
which is more than individual weekly replacement by N165 hence individual
replacement is recommended.

EXAMI NER6S REPORT

The question tests Replacement Analysis involving advising a company on the
replacement policy to adopt.

Less than 3% of the candidates attempted this question.
None of the candidates who attempted this question scored up to 30%.

The major pitfall was in the calculation of number of components that failed in
each week and the associated cost.

Event No
SOLUTION 6
a) Latest time
(LT)
D Earliest tim

(ET)

Network diagram for ele ctrical installation of a multi -storey building.

o>
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b)

(€)

The earliest time for each activity is first computed and recorded on the left hand
side of the lower cell in the event. It is obtained by adding the duration of the

activity to the earliest time of t he starting event. It starts by assigning O to the
starting event. Where two values are computed, the bigger value is chosen.

i.e ET, = maximum (ETi+t ;)
At the ending event ET = LT

the earliest time and latest time of each activit y are indicated in the starting
and ending events in the diagram above.

The critical path is a chain of activities with
ET =LT,i.e A-GE-H-K

The shortest completion time = 68 days
Forward computation for earliest times.
Setevent0=0

E,=0+t,=0+20=20

E,.=0+t ;,=0+8=8
EE=E,+t,=20+8=28
E,=E,+t.,=20+18=38
EE=E,+t.=8+10=18
Ec=E,+t.=38+14=52
E;=Max (E;+Ej orE +1t})

(28 + 8 or 52 + 6)
(36 or 58 ) =58

EE=E,+t ,=58H0=68

Backward computation for latest times.
L, = E8 =68

L,=L8 6tk =58 -6 =52

L,=L7-t,=58 06 =56
L;=L6 0tG=52 04 =48
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L=L6 0tE=52 614 =38
L,=L7 6tJ=58 08 =50

LL=L5 6tF=48 810=38
L, =Min(L;0tyorL,dt)
= Min (50 -8 or 38 ¢ 18)

= Min (42 or 20) = 20
Lo=Min (L,0t,orL,dty)
Min (20-20 or 38-8)

Min (O or30) =0

EXAMI NERSd REPORT

The question tests the knowledge of drawing of network diagrams using activity on
the arrow method for a project, calculation of earl iest and latest times for each
event and the determination of the critical path.

Less than 30% of the candidates attempted this question.

About 95% of the candidates who attempted this question scored less than 50%.
Major pitfalls include failure to draw appropriate diagram and calculate required
times.

Candidates are advised to master the methods of drawing a network diagram and

calculation of relevant times when preparing for future examinations. They should
study the I nstitut eldanddthartrelefanttext éooks. St udy Pac
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ICAN/OR/F/3 EXAMI NATI ON NOé. .. 6666666666
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF NIGERIA

FOUNDATION EXAMINATIONNOVEMBER009
ECONOMICS

Time allowed @ 3 hours
SECTION A Attempt All Questions

PART | MULTIPLECHOICE QUESTIONS (10 Marks)

1. 1.The more elastic the demand curve for a product is

the greater the p roportio n of income spent on the commaodity
the longer the period of time considered

the greater the number of close substitutes available
a,bandc

a and b.

moow>»

2. The substitution effect for a fall in the price of a commaodity is given by
an upward shift in indifference curve

an movement up of a given indifference curve

a downward shift in indifference curve

a movement from higher indifferenc e curve

a movement down a given indifference curve .

moow»

3. If the marginal utility ( MU) of the last unit of X consumed is twice the MU of
the last unit of Y consumed, the consumer is in equilibrium only if

the income of the consumer is doubled

the price of X is equal to the price of Y

the expenditure on X is equal to twice on Y

the price of X is twice the price of Y

the price of X is one half of the price of Y.

moow»

4, If price exceeds Average Variable Cost but is smaller than Average Total Cost
at the optimum lev el of output, the firm is

making a profit and should continue to produce

incurring a loss but should continue to produce

incurring a loss and should stop producing immediately

break even and maintain current output

making abnormal loss and reduce workfo rce.
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5. The wages paid out to casual workers can be considered
a fixed cost

a variable cost

partly variable and partly fixed cost

opportunity cost

implicit cost .

moow>

6. Which of the following industries most closely approximates perfectly
competitive market in Nigeria?

Automobile

Newspapers

Beverages

Textile

Sachet pure water.

moow>»

7. The following are some of the economic factors influencing the location of an
enterprise in Nigeria except

nearest to state capital

availability of raw materials

nearest to power supply

availability of transportation system

nearness to supply of labour.

moow>»

8. If personal income equal s 8550 million while personal income taxes equal
MN70 million, consumption is ®N450 million, interest payment total s N10
million and personal sa ving is 840 million, disposable income equals
A. N480 million
B. M550 million
C. 8470 million
D. &490 million
E. N440 million .

9. As a measure of value, money provides
A. its holder with perfect liquidity
B. its fixed returns in the future
C. a common denominator for determi ning value of goods
D. a mechanism for allocating resources and distributing output
E. a medium for exchanging final output .

10.  Frictional unemployment occurs when
A. there is a fall in aggregate demand
B. workers are voluntarily unemployed

C. workers are unemployed due to technology :
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D. workers lack required skills
E. aggregate demand exceeds aggregate supply.

PART I  SHORT ANSWER QUESTIONS (30 MARKS)

1. In a capitalist economy, the problems of what, how and for whom to produce
are solved by the ééééeééééé.

2. The point of intersection between demand and supply curves for a

commodity determines €é€éééééé.

3. The measure of the responsiveness of demand for a product (e.g. X) to
change in price of another product(e.g.Y) i s ref erred to as ¢é¢éé:¢

4, If total cost functi on is given as TC = 10Q* + 4Q + 60 then the marginal cost

,,,,,,,

,,,,,,,,,

purchased of a commodity and the level ofincome i s e ééeeéeééeeé

6. The shut-down output of a loss minimiz ing competitive firm is obtained at a

point where price equals éééééeeeeéeé.

7. A market structure where there are many sellers but two buyers is
call edeéeéeéeé.
8. The concentration of firms producing similar products for the same mark et in

////////

ageographicalar ea €eéééééééé

0. Economies of scale occur when cost per wunit of output is

eeeeeeeee.

10. In a closed economy, if C = 50 + 0.75Y, | = 50 and G= 10, then National
l ncome Y = ééeeeee.

11. The price of Nigerian currency in terms of other currency is known a s

eeeeee.

12. The market that deals in the long -term loans in an economy is known as

eeeeeeeeeec.
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13. The buying and selling of government securities in the open market by the

centr al bank is referred to as ééééeeéeéeée.

14. The government method of controlling the economy through taxation is a

call ed ééééeéecééeéé
15, The most i mportant item of recurrent expe
16 I n an economic depression, t he gotwer nmen

stimulate economic growth .

17. The traditional types of inflation in an economy ar e éééééeée. . and

,,,,,,,,

eeeeeeee.

18. In a closed economy, the multiplier can be defined mathematically as
eéeée
19. Twoofthe maj or causes of inflation in Nigeri

///////

eeeeeeece.

20. The aggregate demand in an open economy can be mathematically

expressed as eeeeeeee.

21. The rate at whi ch a countryos export
call edeéeéeéeé.
22. Supply is said to be ééééécée. Il f the per

supplied is greater than the percentage change in price

23. A reduction in the value of domestic currency against foreign currency is

referred to as éééecéeé

24. The African Development Bank Group comprises two major subsidiary

institutonsnamel 'y éééééeeeee. . and éééééeeece.

25.  The condition for consumer equilibrium can be expressed mathematically as

eeeeéé. . = éeeeéeééée.. f ocommoditycageen t wo

26. The extra amount of consumption that takes place as a result of a small

increase in income Iis known as ééééeéeeecee.

— >
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27. Given that the MPC = 0.75 and the MPI = 0.25 and the investment
expenditure increases by &270m then the increase in National Income will

rrrrr

28. The study of government revenue and expenditure is known as

eeeeeee.

29.  An estimate of government revenue and expenditure f or the coming financial

year i s calledéeeeeeceté

30. Spending for the production and accumulation of capital is referred to as

eeeeeeece.

SECTION B ANSWER ANY FOUR QUESTIO8 MARKS)

QUESTION 1
(@) Whatis a Socialist economy? (3 Marks)
(b)  Explain any FOURDbasic features of socialist economy. (12 Marks)
(Total 15 Marks)
QUESTION 2
(a) Definethet er m 6f i r ms & (3 Marks)
(b) Explain any FOURfactors that can influence the location of a bakery firm in
Nigeria. (12 Marks)
(Total 15 Marks)
QUESTION 3
(@ What is a market? (3 Marks)
() How woul d you oJPloses Refai matkét | NigeRaa and why?
(12 Marks)
(Total 15 Marks)
QUESTIONI

(@) Distinguish between money market and capital market. Give examples of
financial instruments traded in each market . (9 Marks)

(b)  Explain THREEmain functions of the Securities and Exchange Commission
(SEC) (6Marks)
(Total 15 Marks)
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QUESTION 5

(@) What is Public Debt? (5 Marks)

(b) Discuss three advantages and two disadvantages of Public Debt to Nigeria.

(10 Marks)

(Total 15 Marks)

QUESTION 6

€) Explain the term 6trade pro?2ect@3Maks). What

(b) Explain any FOURreasons for trade protection. (12 Marks)
(Total 15 Marks)

SOLUTIONS TO SECTION A

PART | - MULTIPLECHOICE QUESTIONS

1. D.

2. E

3. E.

4. B.

5. B.

6. E.

7. A

8. A.

9. C.

10. C.

PART IId SHORTANSWER QUESTIONS

Price mechanism

The equilibrium price and quantity
Cross price elasticity

200+ 4

Income consumption curve

Average variable cost (AVC)

N o o s~ w0 Dh e

Duopsony

— >
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8. Localisation
9. Falling or Declining
10. 440

11. The foreign exchange rate of Naira
12.  The capital market
13.  Open market operation
14.  Fiscal policy
15. Salaries and wages
16.  Deficit budget
17. (1) Demand pull inflation and
(2) Cost push inflation
18. _| or— 1

Mps 1-Mpc
19. (1) Excessive supply of money and
(2) Inadequate supply of goods into the economy
200 Y=C+1+G+X-M
21. Terms of trade
22.  Elastic
23.  Depreciation
24.  African Development Bank and African Development Fund
25.  MU/P, = MU /P,
26. The marginal propensity to consume
27. N600m
28.  Public Finance
29. The budget

30. Investment
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The questions cover all aspects of the syllabus.

Candidatesd performance was average.
They are advised to study harder for improved performance in future examinations.

TUTORIALS

4. TC =10Q+4Q+60
MC is the differential of TC will respect to Q
~.MC= 200+4

10. NI(Y)=C+ +G
Y =50 + 0.75Y+50+10
Y 80.75Y = 50+50+10
0.25Y =110
- Y =110/0.25 = N440

27. Avy=(1 + 1 ]A
-MPC MPI
AY = [J_+ 1__270m
025 0.2
= 270m

0.45
= N600m

Please note that MPI is marginal propensity to Import

SECTION B

QUESTION 1

a) A socialist economy is one in which all of what, how and for whom to
produce decisions are made on a collective basis. Itis an economic system
in which factors of production are controlled by the government and used in
the interest of all its citizens.

b) (i) Public ownership and control of means of produ ction. A central agency
exists that controls the material means of production in trust for the people.

This aims at achieving optimal social welfare. ‘E
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(i) The central planning authority or agency allocates and distributes the
limited or scarce resources in the most efficient and effective manner to
achieve the state macro economic goals and objectives.

(i)  The predominant interest of the public sector in economic choice at all levels
of the economy, rather than profit maximisation. The goal is the satisfac tion
of the entire society.

(iv) Lack of economic freedom and competition. It does not guarantee private
property rights and individual consumer economic freedom. Producers
competition are completely absent and there are limited array of goods
available.

(v) Limited role for the private sector or individual entrepreneur in a socialist
economy. The driving force is societal interest and government attempts to
do what is best for the society. The private entrepreneurs do not have a
specific role in terms of what, how and for whom to produce in the economy.

EXAMI NERS3 REPORT

The question tests candidates understanding of the socialist economy and itsd
features.

This was a popular question with the candidates as more than 90 percent of
them attempted it .

Candidates showed indepth knowledge of the concept of socialist economy and
its features. A notable drawback i n some
poor communication skills.

Candidates are advised to work harder in the use of English.

QUESTION?

a. A firm is a unit of production or a unit within an industry. It is the section
that organizes productive resources for the production of a particular output
for a given market.
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b. Factors that can influence the location of a bakery in Nigeria inc lude:

0] Availability of Energy Supply: - Bakery consumes a lot of heat energy. To
establish a successful bakery business one must be sure of adequate supply
of energy.

(i) Closeness to market: Bakery products are weight gaining and perishable.
To minimize spoilage and reduce cost of distribution, it must be located close
to the concentration of its customers.

(i) Availability of effective transportation: - Bakery business requires a lot of
conveyance especially its products, since its customers are far apart and they
must get supplies delivered almost at the same time. Therefore good
transportation facilities must be available and accessible for the business
before it decides itsd |l ocation.

(iv)  Availability of labour: - Before a bakery is established or located, the
producer must be sure that required labour in terms of quantity and quality
are available at the chosen location in order not to run into hitches in the
course of operation.

(v)  Availability of support services and personnel: - Modern bakery is capital
intensive. It requires a lot of sophisticated equipment that may need
maintenance from time to time. Before a bakery is therefore located at any
place, the owner or promoter must be sure that the required technical
assistance is available, accessible and affordable; otherwise, the operation of
the bakery may be grounded so soon.

(vi) Ease of effluent discharge to conform with social and environmental
responsibility.

EXAMI NERSG6 REPORT

This question testscandi dat esd® undecemnaapti ngf obf it hmo
factors that can influence the location of a bakery firm in Nigeria.

This seemingly simple and direct question was poorly attempted by the candidates.

Many candidates could not correctly wdyefi ne
that they confused location of firms with localization of firms. It appears that

candidates rushed at this question without thoroughly reading through it to

understand its requirements.
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