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YEAR I SEMESTER I EXAMINATIONS FOR THE DEGREE OF BACHELOR OF BUSINESS ADMINISTRATION WITH INFORMATION TECHNOLOGY
ABA 103: INTRODUCTION TO ACCOUNTING 1
DATE: 8TH APRIL, 2013


TIME: 4.30 PM – 6.30 PM 
Instructions to Candidates:

· Answer ALL questions in Section A and Any other TWO from Section B.
· Write your registration number on all sheets of the answer book used.

· Use a NEW PAGE FOR EVERY QUESTION attempted, and indicate the question number on the space provided on each page of the answer sheet.

· Fasten together all loose answer sheets used.
· Switch off all mobile phones and PDAs

SECTION A: 
COMPULSORY QUESTION

{30 MARKS}
QUESTION 1
a) Define accounting.





(2 Marks)

b) Accounting field just like any other discipline is guided by some objectives. Explain any FOUR objectives guiding this field. 










(4 Marks)

c) Accounting field is governed by various accounting concepts and assumptions in order to govern the preparation of accurate financial statements. Explain the difference between the following concepts:

i. Going concern concept



(3 Marks)
ii. Historical concept




(3 Marks)
iii. Accrual concept




(3 Marks)
iv. Prudence concept




(3 Marks)
d) State TWO examples of books of original entry.

(2 Marks)                                    
e) The following categories of people are recognized as users of the information contained in financial statements:

i. Owners.

ii. Financial analysts

iii. Lenders.

For each of the above users of financial statements, identify the kind of information they may require, why they require it and the decisions they make from that information.


(6 Marks)








                                           
f) Discuss at ANY FOUR errors in a trial balance that do NOT affect the balancing of a trial balance.




(4 Marks)  

SECTION B:   ANSWER ANY TWO QUESTIONS    {20 MARKS EACH}.

QUESTION 2
The following trial balance was extracted from the books of A Ferguson on 30th April 2007.Prepare his income statement for the year ended 30th April 2007 and a balance sheet as at that date.



(20 Marks)







DR


CR








Shs


Shs 

Sales 






 


210,420

Purchases 




      108,680

Inventory: 1 May 2006



 9,410

Carriage outwards 




   1,115

Carriage inwards 




      840

Returns inwards




    4,900

Returns outwards 







    3,720

Salaries and wages




  41,800

Motor expenses 




       912

Rent 






    6,800

Sundry expenses 




       318

Motor Vehicles 




  14,400

Fixtures and Fittings




     912

Accounts receivable




 23,200

Accounts payable






            14,100

Cash at bank





  4,100

Cash in hand





     240

Drawings 





   
29,440

Capital 






   

    18,827

      247,067               247,067
QUESTION 3
The following details were extracted from the records of KK Enterprises, December, 2009
3 Started a business with capital in cash Sh.38, 000

5 Paid rent by cash Sh.450

7 Received loan of Sh.40,000 from Owino and used the amount to open an account with a    commercial bank.

10 Bought goods for sale Sh.16, 000 and paid in cash

11 Paid motor expenses Sh.520 by cheque

15 Sold goods Sh.8, 000 and received cash

17 Took Sh.5, 000 out of cash till and paid it into the bank account

19 Cash sales Sh.14, 000 paid direct into the bank

22 Paid mid-month wages Sh.1, 600 by cheque and Sh.3, 500 cash

25 Withdrew Sh.5, 000 from bank for business use

26 Paid loan installment Sh.3, 000 by cheque

31Took Sh.700 from cash box for personal use.

Required

Write up the two column cash book for the month of December 2009. Balance the cash book and bring down the balances.

(20 Marks)

QUESTION 4
(a) The trial balance will agree even when there are errors. Elaborate
  








(10 Marks)

(b)  The following details relate to Mr. Kamau a shopkeeper in Nairobi who keeps his petty cash book under the imprest system, the amount of imprest being Kes 2,500:-

Year 2012

Feb 1.

Petty cash in hand Kes 2,500

Feb 1.

Paid bus fare Kes 370 and carriage Kes 140

Feb 2.

Paid bus fare Kes 180 and office expenses Kes 120

Feb 3.

Bought stationery for Kes 470.

Feb 4.

Paid carriage of Kes 190 and bus fare Kes 250

Feb 5.

Bought stationery for Kes 230


Feb 6.

Paid office expenses Kes 150

Required: Balance the book as at February 6, 2012.

(10 Marks)

QUESTION 5
a) Bellah’s Cash book showed a credit of Kes 36,080 on June 30, 2011 whereas the 
Bank statement received from the bank showed a credit balance of Kes 49,320 on 
the same date. The following differences were discovered:

(i) Cheques totaling Kes 61,450 issued by Bellah did not appear in the bank statement.

(ii) Cheques totaling Kes 39,450 deposited on the last day of the month were credited by the bank on July 5, 2011

(iii) Bank charges for the month amounted to Kes 2,410

(iv) The bank made payments of Kes 8,000 to Bellah’s land lord and another Kes 2,000 to an insurance company as per her standing orders

(v) A cheque for Kes 6,050 deposited on June 23, 2011 was returned unpaid by the bank on July 4, 2011

(vi) A debtor remitted Kes 9,700 direct to Bellah’s account

Required: Prepare the Bank Reconciliation statement.

(10 Marks)

b) Ukaguzi Club has the following Assets and Liabilities as at December 31, 2011

2010 
2011

Kes

  Kes

Accumulated Fund



50,000
48,000

Outstanding Salaries


700

Nil

Owing refreshment bill


Nil

400

Sports Ground



25,000

Furniture




 1,300

Sports Kit- fixed asset


12,000
10,000

Uniforms – fixed asset


6,500



Subscription due from members
500

     300

The following is a summary of Ukaguzi club receipts and payments for the year 
2011:






Cash Summary

Amount (Kes)


Amount (Kes)

Balance b/f

    5,400

Salaries
      6,200


Subscriptions
  23,000

Travelling
       7,800


Donations

    2,100

Stationery
          600


Gate Moneys
  6,500

Electricity
          500


Old sport kits sale
    1,000

Refreshments       5,200








New sports kits    4,000








Uniforms
       3,800








Repairs

 700








Maintenance        3,400








Balance c/f
       5,800





 38,000


           38,000




Additional information)

1. Sports ground was acquired several years ago on a 100 years lease for Kes 50,000.

2. The old sport kit sold during the year had a book value of Kes 1,500

3. Write down furniture by Kes 300 and Uniforms by Kes 3,500

Required: 
Prepare the Club’s Income and Expenditure Account and the Balance 
sheet as at December 31, 2011.


(10 Marks)

End of Exam
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