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PROFITANDLOSS

Summary:

1.(i)Costpriceisthepriceatwhichanitemispurchased

(ii)Sellingpriceisthepriceatwhichanitemissold

2.Sellingabovethecostpriceisagain.Thusprofit=sellingpricecost

price

3.Sellingbelowthecostpriceisaloss.Thusloss=costpriceselling

price

4.(i)Percentageprofit=

(ii)Percentageloss=

4.(i)Aprofitof20%meansthesellingpriceis120%ofthecostprice

(ii)Alossof20%meansthesellingpriceis80%ofthecostprice

EXAMPLES:

1.AtraderboughtaradioatShs16,000andsolditatShs20,000.Findhis:

(i)profits

(ii)percentageprofit

Soln:

(i)profits=SPCP

(ii)percentageprofit=

2.AbookisboughtatShs1,500andsoldataprofitof40%.Findtheselling

priceSoln:
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SP=

3.AtradersoldanitematShs54,000andmadeaprofitof20%.Findthe

costprice

Soln:

SP=

4.Atradersoldanitemataprofitof5%.IfhisprofitisShs1500,findhis:

(i)costprice

(ii)sellingprice

Soln:

(i)percentageprofit=

5=

CP=30,000

(ii)SP=30,000+1,500=31,500

ORSP=

5.Thesellingpriceof12eggsisequaltothecostpriceof15eggs.Find

thepercentageprofit.

Soln:

If12SP=15CP
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SP=125CP

Percentageprofit=

5.BysellingabookatShs4,800,atraderwouldgain20%.Findhowmuch

hemustsellitinordertogain30%.

Soln:

Soln:

SP=

4,800=

CP=4,000

SP=

SP=

SP=5,200

6.AtraderboughtacaratShs6millionandsolditatShs48million.Find

his: (i)loss

(ii)percentageloss

Soln:

(i)loss=CPSP
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(ii)percentageloss=

7.AplotoflandisboughtatShs20millionandsoldatalossof20%.Find

thesellingprice

Soln:

SP=

8.AtradersoldanitematShs7,000andmadealossof Findthe

costprice

Soln:

SP=

9.AtradersoldanitematShs36millionandmadealossof25%.Findthe

profithewouldmakeifhehadsolditatShs6million

Soln:

SP=

36=

CP=48

Profit=648=12m

10.BysellingitemsPandQeachatShs3,300,aprofitof10%andaloss

34%wererespectivelymadeontheitems.Findthepercentagelossonboth

items
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Soln:

ItemP:

SP=

3,300=

CP=3,000

ItemQ:

SP=

3,300=

CP=5,000

TotalCP=3000+5000=8,000

TotalSP=3,300+3,300=6,600

Totalpercentageloss=

Totalpercentageloss=

EER:

1.AradioisboughtatShs15,000andsoldatShs16,200.Findthe

percentageprofit

2.AtradersoldanitematShs48millionandmadeaprofitof15%.Find

thecostpriceoftheitem

3.AtraderbuysanoldradioatShs65,000andspendsShs15,000onits

repair.IfhesellsitatShs100,000,findhispercentageprofit.

4.Acarpenterincursalossof20%bysellingachairatShs240,000.Find
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thepercentagehewouldgainbysellingitatShs360,000.

5.BysellinganitematShs2400,atraderwouldgain4%.Findhowmuch

hemustsellitinordertogain12%.

6.Thesellingpriceof5eggsisequaltothecostpriceof7eggs.Findthe

percentageprofit.

7.Thecostpriceof17booksisequaltothesellingpriceof20books.Find

thepercentageloss.

8.Thesellingpriceofneggsisequaltothecostpriceof27eggs.Ifthere

isaprofitof35%,findthevalueofn.

9.Thesellingpriceofnpensisequaltothecostpriceof12pens.Ifthere

isalossof20%,findthevalueofn.

10.Atraderincursalossof15%bysellinganitematShs18,700.Findhow

muchhemustsellitinordertomakeaprofitof15%.

11.AtradersoldtwoitemsatShs18,000each.Ononehegained20%and

theotherhelost20%.Findthepercentagelossonbothitems

12.AtraderboughttwoplatesatShs2,500each.Ifhesellsoneataprofit

of5%,thenfindhowmuchheshouldselltheothersothathemakeaprofit

of20%onbothplates.

13.Atraderbought120booksatarateofShs2,000perbook.Hesold72

ofthematarateofShs2,500perbookandtheremainingatarateofShs

2,000perbook.Findhispercentageprofit

14.Anitemisusuallysoldataprofitof80%.Ifitscostpricelaterwentup

by20%anditssellingpriceremainedthesame,findbyhowmuchisthe

percentageprofitreduced

15.AcardealerbuysacaratShs1,250,000andhireitfor25weeksata
chargeofShs3,500perday.InsurancecostsShs33,700duringtheentire
period,attheendofwhichhesellsitatShs750,000.Calculatetheprofit
thathemakesonthetransaction
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16.AtraderboughtanitematShs5,500andsolditat30%morethanthe
buyingprice.Findthetrader’s:
(i)sellingprice
(ii)profit

DISCOUNTS

Summary:

1.(i)Discountisareductioninthesellingpriceofanitem

(ii)Saleprice=originalpricediscount

4.(i)Percentagediscount=

(ii)Adiscountof20%meansthesalepriceis80%oftheoriginalprice

EXAMPLES:

1.AnitemcostingShs16,000wassoldatShs12,000.Findthe:

(i)cashvalueofthediscount

(ii)percentagediscount

Soln:

(i)Discountcashvalue=16,00012,000=4,000

(ii)percentagediscount=

2.AnitemcostingShs60,000wassoldatadiscountof20%.Find:

(i)howmuchwaspaidforit

(ii)cashvalueofthediscount

Soln:

(i)Actualcostprice=
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(ii)Discountcashvalue=

3.ThecostofanitemisShs4,500afteradiscountof10%.Finditsoriginal

costprice

Soln:

CP=5,000

4.AnitemcostingShs50,000wassoldattwosuccessivediscountsof

20%and5%.Find:

(i)howmuchwaspaidforit

(ii)thetotalpercentageactualdiscount

Soln:

(i)1stcostprice=

Finalcostprice=

(ii)Actualpercentagediscount=

5.Findasinglepercentagediscountequivalenttosuccessivediscountsof

20%,10%and5%.

Soln:

1stsellingprice=

2nd sellingprice=
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Finalsellingprice=

Actualpercentagediscount=

6.ThemarkedpriceofanitemisShs240,000.Atradersoldittohis

customer

atadiscountof10%andstillmadeaprofitof20%.Findthe:

(i)priceatwhichthetraderhadboughttheitem

(ii)percentageprofitthetraderwouldhavemadeifnodiscountwas

allowed

Soln:

(i)Ifdiscountis10%

SP=

Ifprofitis20%



 CP=180,000

(ii)Percentageprofit=

7.AtraderbuysabagatShs60,000andmarksitforsaleatapricethat

givesaprofitof20%whenheallowsadiscountof10%onitspurchase.

Findthemarkedpriceofthebag

Soln:

Ifprofitis20%
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SP=

Ifdiscountis10%



 MP=80,000

EER:

1.ThecostofanitemisShs4,800afteradiscountof20%.Finditsoriginal

costprice

2.AbicyclepricedShs200,000wassoldatadiscountof15%.Find:

(i)howmuchwaspaidforit

(ii)cashvalueofthediscount

3.FindthepercentagediscountallowedwhenanitemcostingShs60,000

issoldatShs48,000

4.Findasinglepercentagediscountequivalenttosuccessivediscountsof

20%and15%.

5.AnitemcostingShs80,000wassoldatsuccessivediscountsof10%

and5%.Finditsfinalcostpriceafterthediscounts

6.ThemarkedpriceofaradioisSh.950,000.Atraderallowsadiscountof

10%butstillmakesaprofitof12%.Findthe:

(i)priceatwhichthetraderhadboughttheradio

(ii)percentageprofitthetraderwouldhavemadeifnodiscountwas

allowed

7.AtraderbuysabagatShs40,000andmarksitforsaleatapricethat

givesaprofitof20%whenheallowsadiscountof4%onitspurchase.Find

themarkedpriceofthebag
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8.Amanboughtashirtat20%discount.IfhepaidShs20,000,findthe

originalpriceoftheshirt

9.ThepriceofanarticleisShs240,000.Ifadiscountof12%isgiven,find

thesellingpriceofthearticle

HIREPURCHASE

Summary:

1.Hirepurchaseistheinstalmentpaymentforanitemovertime

2.Thehirepurchasepriceincludesinterestcharges.Thusitishigherthan

thecashpriceofanitem

EXAMPLES:

1.AradiowhosecashpriceisShs180,000canalsobeboughtonhire

purchasebypayingadepositof35%ofthecashvaluefollowedby6equal

monthlyinstalmentsofShs24,500.Findthe:

(i)hirepurchasepriceoftheradio

(ii)extraamountpaidoverthecashpriceusinghirepurchase

Soln:

(i)Hirepurchaseprice=

(ii)Extrapayment=210,000180,000=30,000

2.ThemarkedpriceofanitemisShs640,000.A5%discountisofferedon

cashpurchase.Itcanalsobeboughtonhirepurchasebypayingadeposit

of40%followedby18equalmonthlyinstalmentsofShs23,000.Findhow

muchissavedbypayingcashthanusinghirepurchase
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Soln:

Cashprice=

Hirepurchaseprice=

 Savings=670,000608,000=62,000

3.Amotorcompanyhadthefollowingadvertisement:

GETYOURSELFACARCHEAPLY

CASHVALUE: Shs245MILLION

CASHDISCOUNT:8%OFTHECASHVALUE

HIREPURCHASE:DEPOSIT60%OFTHECASHVALUE

ANDPAY4MILLIONMONTHLYFOR

3MONTHS

Calculate:

(i)howmuchissavedbypayingcashthanusinghirepurchase

(ii)thepercentageprofitthetradermadeonhirepurchasepriceif

he

hadboughtitat20%belowthecashprice

Soln:

(i)Cashprice=

Hirepurchaseprice=

 Savings=2672254=416million

(ii)Costprice=
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Percentageprofit=

4.ThecashpriceofaradioisShs200,000.Itcanalsobeboughtonhire

purchasebypayingadepositof45%followedby5equalmonthly

instalments.IfthetotalhirepurchasepriceisShs240,000,findtheamount

ofeachmonthlyinstalment

Soln:

Hirepurchaseprice=deposit+totalinstalments

 P=30,000

EER:

1.AnitemwhosecashpriceisShs60,000canalsobeboughtonhire

purchasebypayingadepositofShs20,000followedby4equalweekly

instalmentsof Shs13,000.Findhowmuchissavedbypaying

cashthanusinghirepurchase

2.ThemarkedpriceofacarisShs64million.A75%discountisoffered

oncashpurchase.Itcanalsobeboughtonhirepurchasebypaying4equal

monthlyinstalmentsofShs165million.Findhowmuchissavedbypaying

cashthanusinghirepurchase

3.AradiowhosecashpriceisShs300,000canalsobeboughtonhire

purchasebypayinganextrachargeofShs60,000.If9equalmonthly

instalmentsaretobemade,findtheamountofeachmonthlyinstalment

4.AprinterwhosecashpriceSh.800,000canalsobeboughtonhire

purchasebypayingadepositofSh.260,000and18equalmonthly

installments.Ifthehire purchasepriceis45%morethanthecash

price,findtheamountofeachmonthlyinstalment

5.ThemarkedpriceofacarisShs45million.Acompanyboughtitata

discountof20%foritsemployee,whowasthentopayadepositofShs18
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millionand12equalmonthlyinstalmentsofShs027million.Findthe

percentageprofitthecompanygotfromtheemployeeonthecar

6.Amotorcompanyhadthefollowingadvertisement:

GETYOURSELFACARCHEAPLY

CASHVALUE: Shs485MILLION

CASHDISCOUNT:8%OFTHECASHVALUE

HIREPURCHASE:DEPOSIT60%OFTHECASHVALUE

ANDPAY7MILLIONMONTHLYFOR

3MONTHS

(a)CalculatehowmuchTomwouldsavebypayingcashthanusinghire

purchase

(b)Tomboughtthecarbyhirepurchaseandthensolditat35million.

Findthe

percentagelosshemade

7.ASmartphonecompanyhadthefollowingadvertisement:

BUYAPHONENOWWHILESTOCKLASTS

CASHVALUE: Shs320,000LESS15%DICOUNT

HIREPURCHASE:DEPOSIT15%OFTHECASHVALUE

ANDPAYEITHERShs82,000MONTHLY

FOR4MONTHSORShs25,000WEEKLY

FOR12WEEKS

(a)Calculatethe:

(i)savingmadebypayingcashthanusingmonthlyhirepurchase.
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(ii)savingmadebyusingweeklyhirepurchasethanmonthlyhire

purchase

(b)Ifthetraderhadboughtthephoneat20%belowcashvalueandsoldit

onmonthlyhirepurchase,findthepercentageprofithemade

COMMISSION

Summary:

1.Commissionisarewardtothesalesagentbasedonthelevelofsales

2.Commissionisusuallyapercentageofthevalueofgoodssold

EXAMPLES:

1.Asalesagentgetsacommissionof15%forsellinggoods.Findhis

commissionforsalesworthShs600,000

Soln:

Commission=

2.Asalesmangetsacommissionof15%onthefirstShs120,000ofhis
totalsalesand20%ontherest.FindhiscommissionforsalesworthShs
370,000

Soln:

Commission=

3.AsalesmanearnsabasicsalaryofShs100,000permonthanda

commissionof8%forsalesaboveShs150,000.Inacertainmonth,he

allowedadiscountof5%onthesoldgoodsworthShs400,000.Calculate

hisincomeforthatmonth
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Soln:

Totalsales=

EarnedIncome=

4.AsalesmanearnedShs180,000ascommissionforselling10shirtsat
Shs25,000each,15skirtsatShs10,000eachand7trousersatShs50,000
each.Findhispercentagerateofcommission
Soln:

Totalsales=(1025,000)+(1510,000)+(750,000)=750,000

Percentagecommission=

5.Asalesmangetsacommissionof8%forsellinggoods.Findhissales
whenhereceivesShs40,000ascommission
Soln:

Ifrequiredsales=y



y=500,000

6.Asalesmangetsacommissionof12%onthefirstShs150,000ofhis
totalsalesand20%ontherest.FindhissaleswhenhereceivesShs
108,000ascommission

Soln:

Ifrequiredsales=y



 y=600,000
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7.AsalesagentearnsasalaryofShs200,000permonthanda

commissionof15%forthesalesinexcessofShs100,000.Inthefirst

month,histotalearningamountedtoShs320,000.

(a)Findhissalesforthatmonth

(b)Ifthetotalsalesinthesecondmonthincreasedby20%,findthe

commissionhereceivedinthatmonth.

(c)Ifthetotalsalesinthethirdmonthdecreasedby25%,findhisincome

forthatmonth

Soln:

(i)Ifrequiredsales=y



 y=900,000

(ii)Totalsales=

Commission=

(iii)Totalsales=

EarnedIncome=

EER:

1.AsalesmanearnsabasicsalaryofShs120,000permonthanda
commissionof8%ofthemonth’stotalsales.Inacertainmonth,hesold
goodsworthShs1,350,000.Calculatehisincomeforthatmonth

2.Asalesmangetsacommissionof4%onthefirstShs800,000ofhis
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totalsalesand5%ontherest.Findhis:
(i)commissionforsalesworthShs1,500,000
(ii)saleswhenhereceivesShs172,000ascommission

3.AbookshopemploystwosalesmenBobandTom.Bobearnsabasic

salaryofShs18,500perweekandacommissionof25%oneachbook

sold.TomearnsabasicsalaryofShs24,000perweekandacommission

of5%forsalesinexcessof1,800books.Inacertainyear,eachsoldatotal

of15,000booksatShs4,000each.

(i)Findwhoearnedmoremoneyandbyhowmuch(Assume52weeksina

year)

(ii)Inanotheryear,BobearnedatotalofShs2,962,000.Findthenumberof

bookshesoldthatyear

4.Asalesmangetscommissionasfollows:

10%onthefirstShs100,000
12%onthenextShs400,000
15%ontheremainder

Findhis:
(i)commissionforsalesworthShs800,000
(ii)saleswhenhereceivesShs52,000ascommission

5.AhawkersellscupsatShs500each.Hesold50cupsinthefirstweek.

Inthesecondweekhesold20%morethaninthefirstweek.Inthethird

weekhesold10%morethaninthesecondweek.Eachweekhereceivesa

commissionof8%ofthepriceofthefirst20cupssold,and12%forany

cupssoldinexcessof20. (a)Expressthenumberofcupssoldin

thethirdweekasapercentageofthenumbersoldinthefirstweek

(b)Calculatethecommissionhereceivedinthethirdweek

(c)IfinthefourthweekthehawkerreceivedShs2,000ascommission,

calculatethenumberofcupshesoldinthatweek

CURRENCYEXCHANGE

Summary:

1.Thepriceofonecurrencyrelativetoanotheriscalledcurrencyexchange
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rate

2.Therateatwhichthebankbuysyourforeigncurrencyiscalledbuying

rate

3.Therateatwhichthebanksellsyouforeigncurrencyiscalledsellingrate

4.Currencyconversionproblemscanbesolvedusingasummarytableand

ratiotheorem

EXAMPLES:

1.Aradiocosts£30.Finditscostindollarsif£1=$16.

Soln:

Pounds 1 30

Dollars 16

x=$48

2.FindhowmanydollarsareworthUgShs21,000,if$1=UgShs3,500.

Soln:

Dollars 1

UgShs 3,500 21,000

x=$6
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3.Findhowmanypoundsareworth$600,if$1=UgShs1,900and£1=Ug

Shs5,700.

Soln:

Dollars 1 600 Pound

s

1 y

UgShs 1,90

0

Ug

Shs

5,70

0

x=UgShs1,140,000

Also

y=£200

4.FindhowmanydollarsareworthKShs9,750,if1KShs=24UgShsand

$1=UgShs1,950.

Soln:

KShs 1 9,75

0

Dollars 1 y

UgShs 24 Ug

Shs

1,95

0

x=UgShs234,000

Also

y=$120
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5.BankofUgandabuysandsellsforeigncurrenciesasfollows:

Exchangerate

Foreigncurrency Buying Selling

1Euro(€) Shs

3,400

Shs

3,500

1Poundsterling

(£)

Shs

4,000

Shs

4,200

AtouristarrivedinUgandawith1,300Euroswhichheexchangedfor

Ugandashillings.DuringhisstayhespentUgShs2,320,000andconverted

theremainderintopoundsterlingbeforeheleft.Calculatetheamounthe

receivedonhisdeparture

Soln:

Thebankbuys1Euro(€)atShs3,400

Euros 1 1,30

0

UgShs 3,40

0

x=UgShs4,420,000

Remainder=4,420,0002,320,000=2,100,000
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Thebanksells1pound(£)atShs4,200

Pound 1 y

UgShs 4,20

0

2,100,00

0

y=£500

EER:

1.Convert£10toEuros,if£1=€112

2.ASmartphonecosts24,000Indianrupees.Finditscostinpoundsterling

if £1=96rupees

3.Atouristexchanged$1200forUgandashillingsatarateof$1=UgShs
3500.FindtheamounthereceivedinUgandacurrency

4.AradiocostsUgShs787,500.Finditscostinpoundssterling,ifUS$1=
UgShs2500and£25=US$35.

5.Atouristexchanged$900forpoundsterlingatarateof£1=$15.Find
theamounthereceivedinpoundsterling,ifthebankchargedhim5%
commission

6.Atouristexchanged$750forUgandashillings.HespentUgShs

1,260,000andconvertedtheremainderintopoundsterlingbeforeheleft.

Findtheamounthereceivedonhisdeparture,if$1=UgShs3600and£1=
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UgShs4,800.

7.BankofUgandabuysandsellsforeigncurrenciesasfollows:

Exchangerate

Foreigncurrency Buying Selling

1USDollar($) Shs

2,900

Shs

3,000

1Poundsterling

(£)

Shs

4,650

Shs

4,700

AtouristarrivedinUgandawith$4,500whichheexchangedforUganda

shillings.DuringhisstayhespentUgShs10,230,000andconvertedthe

remainderintopoundsterlingbeforeheleft.Calculatetheamounthe

receivedonhisdeparture

8.Atouristchanged$900intoEuroswhentheexchangeratewas€1=$15.

Hespent€450andreceived$210inexchangeoftheremainder.Findthe

exchangerateofthissecondtransaction

9.Atouristhad£8,000whenhevisitedUganda.Hechangedallofitto

Ugandashillings(UgShs)atarateofShs3200per£1whileinUganda,he

spentUgShs7,200,000andlaterexchangedthebalancetopoundsata

rateofUgShs4000per£1.Howmuchdidheget.

SIMPLEINTEREST

Summary:

1.Theamountborrowedorlentiscalledtheprincipal

2.Therewardtothelenderiscalledinterest

3.Insolvingsimpleinterestproblems,thefollowingrelationsapply:

(i)Simpleinterest=

(ii)Amount=principal+interest



24

EXAMPLES:

1.FindthesimpleinterestonShs25,000for3yearsatarateof8%per

annum

Soln:

2.FindtheamounttowhichShs80,000accumulatesin9monthsata

simpleinterestrateof15%perannum

Soln:

IfA=P+I,



3.FindthesimpleinterestonShs100,000atarateof6%perannumfrom

9thoct2016to21stDec2016

Soln:

Hint:Incalculatinginterestondays,donotcountthedaywhenthemoney

islentout,butcountthedaywhenitisreturned

Noofdays=22(inOct)+30(inNov)+21(inDec)=73

4.FindhowlongwillittakeforasumofShs80,000toyieldaninterestof

Shs12,000atarateof5%perannumsimpleinterest

Soln:

If
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

T=3years

5.FindtheprincipalthatyieldsasimpleinterestofShs27,000in9yearsat

arateof6%perannum

Soln:

If



P=Shs50,000

6.FindtheprincipalthatwillamounttoShs147,200in6yearsatasimple

interestrateof14%perannum

Soln:

IfA=P+I,



P=Shs80,000

7.AsumofShs12,500amountstoShs15,500in4yearsattherateof

simpleinterest.Findtherateofinterestperannum

Soln:

IfA=P+I,



R=6%
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8.AmanborrowedShs156millionfromabankatasimpleinterestrateof

15%perannum.Hehastorepaytheloanwithin2yearsinequalweekly

instalments. Calculatethe:

(i)interesthepaidtothebank

(ii)totalamounttobepaid

(iii)amounthepaidperweek

Soln:

(i)

(ii)A=P+I=156+468=2028million

(iii)Weeklypayment=

EER:

1.FindthesimpleinterestonShs96,000for10monthsatarateof

perannum

2.AsumofShs25,000isinvestedfor3yearsatasimpleinterestrateof

6%perannum.Findtheinterestandamountreceivedinthatperiod

3.FindtheamounttowhichShs60,000accumulatesin4yearsatasimple

interestrateof15%perannum

4.TomdepositedShs8,000whichamountedtoShs9,200after3yearsat

simpleinterest.Findtherateofinterestperannum

5.TomdepositedShs40,000inabankwhichoffersasimpleinterestrate

of5%perannum.Findhowmuchinterestheearnedafter8years

6.AsumofmoneylentoutatsimpleinterestamountstoShs84,000in10

yearsatarateof3%perannum.Findthesumlentout

7.AbanklentoutShs500,000toTomfor2yearsandShs300,000toBob
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for4yearsatthesamerateofsimpleinterest.Ifthetotalinterestfrom

bothmenamountedtoShs220,000,findtherateofinterestperannum

8.TomandBobborrowedShs30,000andShs35,000respectivelyatthe

samerateofsimpleinterestfor3years.IfBobpaidShs1,500more

interestthanTom,findtherateofinterestperannum

9.TomwantstobuyacarwhichispricedatShs6million.HedepositsShs

24millionand15monthslaterhisrequiredtopaytherestonwhichhis

chargedasimpleinterestrateof20%perannum.Findthetotalamountof

moneyTomwillhavetopayforthecar

10.AsumofmoneylentoutatsimpleinterestamountstoShs62,000after

4yearsandtoShs77,000after9years.Findthesumlentoutandtherate

ofinterestperannum

COMPOUNDINTEREST

Summary:

1.Compoundinterestistheinterestearnedonboththeprincipalandon

theinterestpreviouslyearned

2.Insolvingcompoundinterestproblems,thefollowingrelationsapply:

(i)

(ii)CompoundInterest=Amountprincipal
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(iii)Theprincipalforthenextperiod=Interestearned+principal

EXAMPLES:

1.FindtheamountandinterestreceivedonShs600,000investedfor2

yearsatacompoundinterestrateof15%perannum.

Soln:

If



IfCI=AP

 CI=793,500600,000=193,500

METHOD2:(STEPBYSTEPMETHOD)

FirstyearamountA

SecondyearAmountA

IfCI=AP

 CI=793,500600,000=193,500

METHOD3:(STEPBYSTEPMETHOD)

Firstyearinterest

FirstyearamountA=600,000+90,000=690,000

Secondyearinterest

SecondyearAmountA=690,000+103,500=793,500
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IfCI=AP

 CI=793,500600,000=193,500

2.TomdepositedShs750,000inabankwhichoffersacompoundinterest

rateof20%perannum.Findhowmuchinterestheearnedafter3years

Soln:

IfCI=AP



3.Findthedifferencebetweenthesimpleinterestandcompoundinterest

onShs50,000for2yearsatarateof5%perannum

Soln:

IfCI=AP



Requireddifference=5,12550,000=125

4.AsumofmoneyamountstoShs1,296,000in3yearsatacompound

interestrateof20%perannum.Findthesuminvested

Soln:

If





30

 P=750,000

5.AsumofmoneylentoutatcompoundinterestyieldedaninterestofShs

36,400in3yearsatarateof20%perannum.Findthesumlentout

Soln:

IfCI=AP



P=50,000

6.TomdepositedShs750,000whichamountedtoShs1,296,000after3

yearsatcompoundinterest.Findtherateofinterestperannum

Soln:

If





 r=20%

7.AmaninvestsShs200,000atthebeginningofeachyearinabankwhich

offersacompoundinterestrateof5%perannum.Calculatetheamountof

moneythemanhadinthebankimmediatelyafterpaymentofthethird

investment.

STEPBYSTEPMETHOD
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FirstyearamountA

Secondyearprincipal=210,000+200,000=410,000

SecondyearAmountA

Thirdyearprincipal=430,500+200,000=630,500

 Requiredamount=630,500

8.AmanborrowsShs250,000at10%perannumcompoundinterest.He

paysbackShs100,000attheendofeachyear.Calculatehisdebtatthe

beginningofthethirdyear.

STEPBYSTEPMETHOD

FirstyearamountA

Secondyearprincipal=275,000250,000=175,000

SecondyearAmountA

Thirdyearprincipal=192,500100,000=92,500

 Remainingdebt=92,500

8.AsumofmoneylentoutatcompoundinterestamountstoShs60,000

afteroneyearandtoShs72,000after2years.Findthesumlentoutand

therateofinterestperannum

9.TomdepositedShs800,000inabankwhichoffersacompoundinterest

rateof85%perannum.Findhowlongwillittakeforhismoneyto

accumulatetoShs941,780
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PERIODICCOMPOUNDING

Summary:

1.Aninvestmentmaybecompoundedmorethanonceayear.Itcanbe

compoundeddaily,weekly,monthly,quarterlyandsemiannually.

2.Ifinterestiscompoundedmorethanonceayear,then:

wheren=timeframeinyears,k=numberof

compoundingswithinayear, nk=numberofcompoundings

overnyear, =interestrateforoneperiod

3.(i)Interestcompoundedquarterlymeansthatitscompoundedfour

timesayear.Thusk=4

(ii)Interestcompoundedsemiannuallymeansthatitscompoundedtwo

timesayear.Thusk=2

(iii)Interestcompoundedmonthlymeansthatitscompounded12timesa

year.Thusk=12

(iv)Interestcompoundedweeklymeansthatitscompounded52timesa

year.Thusk=52

(v)Interestcompoundeddailymeansthatitscompounded365timesa

year.Thus k=365

4.Theterm meansthattheinterestrateperyearisconvertedinto

interestrateforoneperiod

EXAMPLES:

1.TominvestedShs60,000for yearsatarateof12%perannum

compoundedquarterly.Findtheamountreceivedinthatperiod
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Soln:

If



2.FindtheinterestreceivedonShs800,000investedatarateof20%per

annum,compoundedsemiannuallyfor years

Soln:

IfCI=AP,where



3.FindtheamountreceivedonShs400,000investedatarateof15%per

annum,compoundedmonthlyfor2years

Soln:

If



EER:

1.FindtheamountandinterestreceivedonShs750,000investedfor3

yearsatacompoundinterestrateof20%perannum.
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2.TominvestedShs60,000for yearsatarateof12%perannum

compoundedquarterly.Findtheinterestreceivedinthatperiod

3.FindtheamountreceivedonShs800,000investedatarateof20%per

annum,compoundedsemiannuallyfor years

4.TomandBobwereeachgivenUgandashilling980,000atthebeginning

of2015.TomexchangedhismoneytoUSdollarsandthenbankeditonhis

foreigncurrencyaccountatacompoundinterestrateof2%perannum,

whileBobbankedhismoneywithoutexchangingit,atacompoundinterest

rateof12%perannum.Theexchangeratein2015and2016wereUgShs

1,250andUgShs1,500toadollarrespectively.IfBobwithdrewShs

120,000attheendof2016, (i)Calculatetheamountofmoney

(inUGShs)eachmanhadinthebankattheendof2016

(ii)whohadmoremoneyandbyhowmuch?

5.JaneandJoaninvestedShs600,000eachinasavingssocietyfor2

years.JaneoptedforsimpleinterestwhileJoanoptedforcompound

interest.Bothinterestrateswereat12%perannum.

(i)Findtheinterestearnedbyeachofthem

(ii)whohadmoremoneyandbyhowmuch?

6.TomwantstobuyahousewhichispricedatShs56,000,000.Adeposit

of25%ofthevalueofthehouseisrequired.Abankwilllendhimtherestof

themoneyatacompoundinterestof15%perannumandpayableaftertwo

years. Calculatethe:

(i)depositTommustmake

(ii)amountofmoneyTomwillhavetopaythebankaftertwoyears

(iii)totalmoneywhichTomwillspendtobuythehouse

7.Atthebeginningoftheyear2015,BobdepositedShs1,900,000inabank

whichoffersacompoundinterestrateof275%perfourmonths.Findhow

muchinterestheearnedattheendoftheyear

8.TomborrowsShs750,000atasimpleinterestrateof20%perannum

andthenimmediatelylendsittoBobatthesameratebutatacompound

interest.FindhowmuchwillTomgainbythistransactionafter3years
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9.AmanborrowedShs1485millionfromabankatacompoundinterest

rateof12%perannum.Hehastorepaytheloanwithin2yearsin6equal

instalments. Calculatethe:

(i)totalamounthepaidtothebank

(ii)interesthepaidtothebank

(iii)amounthepaidperinstalment

10.AmanborrowedShs396millionfromabankatacompoundinterest

rateof105%perannum.Hehastorepaytheloanwithin2yearsin8equal

instalments. Calculatethe:

(i)totalamounthepaidtothebank

(ii)interesthepaidtothebank

(iii)amounthepaidperinstalment

11.Atthebeginningofeachyearstartingin2011,amaninvestsShs

800,000inabankwhichoffersacompoundinterestrateof5%perannum.

Calculatetheamountofmoneythemanhadinthebankattheendof2013

APPRECIATIONANDDEPRECIATION

Summary:

1.(i)Thegradualgaininthevalueofanassetiscalledappreciation

(ii)Ifanassetappreciatesinvalue,then

2.(i)Thegraduallossinthevalueofanassetiscalleddepreciation

(i)Ifanassetdepreciatesinvalue,then

EXAMPLES:
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1.AplotoflandvaluedShs400,000appreciatesinvalueat15%perannum.

Finditsvalueafter2years

Soln:

If



2.AhousevaluedShs600,000appreciatesinvalueat10%perannum.Find

itsvalueafter3years

Soln:

If



3.AbicyclevaluedShs250,000depreciatesinvalueat20%perannum.

Finditsvalueafter3years

Soln:

If



4.AlaptopvaluedShs500,000depreciatesinvalueat10%perannum.Find

itsvalueafter3years

If
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

5.AcarwasboughtatShs5million.Inthefirstyear,itsvaluedepreciated

by20%,inthesecondyearby15%andinthethirdyearby10%.Findits

valueafter3years

STEPBYSTEPMETHOD

FirstyearamountA

SecondyearAmountA

ThirdyearAmountA

 Requiredamount=306million

EER:

1.AhousewasboughtatShs150,000.Inthefirstyear,itsvalue

appreciatedby25%,inthesecondyearby10%butdroppedby20%inthe

thirdyear.Finditsvalueafter3years

2.Anewfactorymachinedepreciatesinvalueat25%perannum.Ifits

valueafter3yearsisShs135,000,finditsvaluewhennew

TRADEPARTNERSHIP

Summary:

1.Partnershipbussinessisabussinessownedbytwoormorepeople

2.Partnersmustnegotiateandagreeuponafairprofitsharingratio

EXAMPLES:

1.Tom,BobandBenformatradepartnership.TomcontributesShs

750,000,BobShs500,000andBenShs900,000.20%oftheannualgross
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profitsarereinvestedandamonthlytaxationofShs10,000istobepaidby

eachshareholder.Thenetprofitistobesharedintheratiooftheircapital

contributions.Ifattheendoftheyeartheirbussinessmadeagrossprofit

ofShs3,160,000,findhowmuchdideachmembergetashisnetprofit

Soln:

Amountreinvested=

Annualtax=310,00012=360,000

Netprofit=3,160,000(632,000+360,000)=2,168.000

Profitsharingratio=750,000:500,000:900,000=15:10:18

Tom’sshare=

Bob’sshare=

Ben’sshare=

2.Tom,BobandBendecidedtobuyabus.Thebusownerofferedthebus

at

Shs280millionbutagreedtobepaid60%ofthevalueasinitialdeposit

inthe

ratio3:2:5respectivelyandtheremainingamounttobepaidafter1year.

The

totalbalancewastobepaidfromtheprofitsofthebusinthesame

ratioasthe

deposits.Theyagreedtosharethenetprofitsintheratiooftheir

deposits.Ifat

theendoftheyearthebusrealizedShs208million,find:

(i)howmuchdepositdideachcontribute

(ii)howmuchofthebalancedidBencontribute.

(iii)howmuchmoneywasleftwithTomafterpayingthebalance
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Soln:

(i)Amountdeposited=06280 =168million

Totalratio=3+2+5=10

Tom’scontribution=03168=504million

Bob’scontribution=02168=336million

Ben’scontribution=05168=84million

(ii)Totalbalance=280168=112million

Ben’sbalancecontribution=05112=56million

(iii)Netprofit=208112=96million

Tom’sbalancecontribution=0396=288million

EER:

1.TomandBobdecidedtobuyaplot.Theplotownerofferedtheplotat

Shs20millionbutagreedtobepaid75%ofthevalueasinitialdeposit

inthe

ratio5:3respectivelyandtheremainingamounttobepaidafter2years

includinganadditional5%oftheinitialvalueforprocessingtheplot

documents.Thetotalbalancewastobepaidinthesameratioasthe

deposit.

FindhowmuchofthebalancedidBobcontribute.

2.TomandBobhavesharesinacompany.TomcontributedShs400

millionandBobShs600millionassharecapital.Thecompanyexpenses

thatyearwereelectricityShs12million,salariesShs55millionand
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transportShs13million.Thenetprofitistobesharedintheratiooftheir

sharecapital.Ifattheendoftheyeartheircompanymadeagrossprofitof

Shs200million

(a)findthe:

(i)totalexpenditureforthecompany

(ii)percentageofthecompany’sexpensestothenetprofit

(b)Findhowmuchmoneyeachshareholdergotthatyearif10%ofthis

waspaidasincometax

3.TomandBobcontributedShs112,000andShs128,000respectivelyto

startapartnershipbusiness.Theyagreedtosharetheirprofitsas

follows.

35%tobesharedequally

25%tobesharedintheratiooftheirrespectivecontributionsand40%to

beretainedfortherunningofthebusiness.IftheirprofitwasShs

864,000, calculatethe:

(i)amountBobreceived

(ii)amountretainedforthebusiness

4.FivemembersofaselfsupportingenterpriseTom,Bob,Ben,Samand
Timwere
givenacertainamountofmoneytoshareamongstthemselves.Tomgot

3/8of
thetotalamountwhileBobgot2/5oftheremainder.Theremaining

amountwas
sharedequallyamongBen,SamandTimeachofwhichreceivedShs

600,000
(i)Howmuchwassharedamongthefivebusinessmen?
(ii)HowmuchdidBobget?
(iii)Tom,BobandTiminvestedtheirmoneyandearnedaprofitofShs
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1,200,000.
Athirdoftheprofitwasreinvestedandtherestwassharedintheratio

oftheir
investments.Findhowmucheachgot.

TAXATION

(b)Amanearnsagrossmonthlysalaryofsh630,000.Hisallowance

inagivenmonthamountedtosh128,000andtaxwasleviedon

taxableincomeasfollows:

5%forthefirstsh200,000

35%fortherest

Findthe:

(i)taxableincome

(ii)incometaxpaidbytheman


