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JOMO KENYATTA UNIVERSITY 
OF 
AGRICULTURE AND TECHNOLOGY
UNIVERSITY EXAMINATIONS 2014/2015
YEAR 2 SEMESTER I EXAMINATION FOR THE DEGREE OF BACHELOR OF COMMERCE  

HBC 2116: INTERMIDIATE ACCOUNTING II      
DATE: APRIL 2015								  TIME: 2 HOURS
INSTRUCTIONS: 
i) Answer Question One and Any Other Two Questions
ii) All workings must be clearly shown 
iii) Be neat and orderly 
QUESTION ONE (30 marks)
a) Explain the following terms as used in financial accounting 
i) Bonus shares
ii) Payroll liability 
iii) Rights issues 
iv) Unearned revenue 
v) Authorized share capital 						(10marks)
b) i.	State any four advantages and disadvantages of leasing equipment												(8marks)
ii.	On 31st December, 2007, Kamwangi computer ltd, leased from Kujisikia		 lease ltd.
	Kujisikia lease company ltd purchased a computer server at a cost of 	Ksh479,079. The lease agreement specify annual payments beginning 31st 	December through 31st December, 2012. The six (6) year lease term is equal 		to the estimated useful life of the computer server. The interest rate for this 		financial arrangement is 10%
	Required;
1) Determine the annual rent payment in above arrangement 										(4marks)
2) Prepare lease amortization schedule 			(8marks)




QUESTION TWO (20marks)
a) State any four reasons that motivates companies to develop pension plans 												(4marks)
b) Identify and explain any four factors that may affect defined benefit pension plans 											(4marks)
c) Discuss any three ways of measuring pension obligations		(12marks)
QUESTION THREE (20marks)
a) Distinguish between the following terms as used in capital structure of the company
i) Common stock 							(3marks)
ii) Preference share capital 						(3marks)
b) Daima ltd offered 100,000 ordinary shares of sh10 at sh12.50 payable under the following arrangement 
		Application – sh2.5
		Allotment -	sh5.0 (including premium)
		First call -	sh2.5
		Second call -	sh2.5
· Application was received for 120,000 ordinary shares. An application for 20,000 shares was rejected and money returned to applicants. Allotment was received after one month, while first and second call was received on second and third month respectively 
· All money in respect of allotment on due dates while first and second call money was also received except for 2,000 ordinary shares 
Required;
Show relevant ledger entries and balance sheet extract 		(14marks)

QUESTION FOUR (20marks)
a) Highlight advantages of using debt capital in financing company operations.												(5marks)
b) State the salient features of ordinary shares of company 			(5marks)
c) i.	Identify and explain factors that motivates growth of projected benefits 		obligation (PBO)							(5marks)
ii.	Global communications ltd funds its defined pension plan by contributing each	year service cost prior a portion of prior service cost. Cash of sh48million was 	contributed to the pension fund at the end of the year 2013. Planned asset at 		the beginning of the year 2013 were valued at 300 million with expected rate of 	return on investment or these asset was 9%, Actual rate of return in the year 		2013 was 10%. Retirement benefit of 38 million were at the end of December 	2013 to retired employees 
	Required;
	Determine the value of pension asset as at 31st December 2013													(5marks)
						
QUESTION FIVE 
Explain the following terms 
a) Capital reserves 								(5marks)
b) Lease agreements 								(5marks)
c) Payroll liabilities 								(5marks)
d) [bookmark: _GoBack]Convertible preference shares 						(5marks)

2 | Page

image1.jpeg




