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JOMO KENYATTA UNIVERSITY OF AGRICULTURE AND TECHNOLOGY
UNIVERSITY EXAMINATION 2017/2018
END OF SEMESTER EXAMINATION FOR THE DIPLOMA IN BUSINESS ADMINISTRATION

HCB 0108: INTRODUCTION TO ACCOUNTING II

DATE:  AUGUST 2018	                                                                       TIME: 1 ½   HOURS   

INSTRUCTIONS: 	ANSWER QUESTION ONE (COMPULSORY) AND ANY OTHER TWO QUESTIONS 

QUESTIONONE: 30 MARKS

a.	Ratio analysis is one of the many tools of financial statement used as a basis for decision making by users of financial statements.  Explain the limitations of ratio analysis.						(8 marks)

b.	Explain the meaning of the following accounting concepts.	(10 marks)

i.	Going concern

	ii.	Accrual concept

	iii.	Matching concept

	iv.	Business entity concept

v.	Duality aspect concept

c.	Burton and white are in a partnership sharing profits and losses in the ratio of 3:2 respectively.  During the year ended 31st December 19-5, the net trading profit was sh. 15,500 and the partner’s drawings were:

	Burton 	sh. 3,000
	White		sh. 2,500

Interest is charged on the partner’s capital at the rate of 5% p.a.  No interest is charged on drawings.  White is entitled to a salary of sh. 1,500 
p.a



The balances on the partner’s accounts (all credit balances) at 1st January 19-5 were:	

	
	CAPITAL A/C
	CURRENT A/C

	Burton
	Sh. 20,000
	Sh. 1,570

	White
	Sh. 15,000
	Sh. 890


			
Required:-

Prepare the partnership profit/loss appropriation account and the partner’s current accounts for the year ended 31st December 19-5.		(12 marks)

QUESTION TWO: 20 MARKS

Prepare a manufacturing account from the following information available from books of a manufacturing company

	
	SH.

	Opening stock of raw materials
	47,000

	Closing stock of raw material
	61,400

	Purchase of raw material
	392,800

	Return outwards
	61,400

	Direct wages
	202,700

	Production salaries
	164,200

	Cost of plant and machinery
	640,000

	Repairs and maintenance to plant
	27,300

	Factory rent and rates
	11,400

	Factory powers
	13,600

	Indirect material
	27,700

	Carriage inwards
	38,100



Depreciation on plant and machinery at 12 ½ % on cost

QUESTION THREE: 20 MARKS

The following balances were included in the books of Mombasa Trading Company Ltd on 31st December 2014

	
	Ksh.

	Ordinary shares
	1,000,000

	12% Prefence shares
	500,000

	15% Debentures
	100,000

	Land and building (cost)
	900,000

	Plant and machinery (cost)
	700,000

	Motor vehicles (cost)
	400,000

	Furniture (cost)
	130,000





	
	Ksh.

	Provision for depreciation at 31st December 2014:
	

	Land and building
	80,000

	Plant and machinery
	100,000

	Furniture
	60,000

	Motor vehicle
	140,000

	Debtors
	150,000

	Creditors
	80,000

	Prepaid insurance
	20,000

	Interim dividend paid:-
	

	                     Ordinary           50,000
	

	                     Preference         30,000
	

	Cash at bank
	27,500

	Unpaid debenture interest
	7,500

	Stock in trade
	60,000

	General reserve
	100,000

	Retained profit
	40,000

	Net profit for the year
	260,000



Additional Information

i.	Authorized share capital of the company is sh. 1.5 million divided into 100,000 ordinary shares of sh. 10 each and 50,000, 12% preference shares of sh. 10 each

ii.	The directors have recommended that:-

	a.	Sh. 50,000 be transferred to general reserve
	b.	The preference dividend balance be paid
	c.	A final dividend of 5% on ordinary shares be paid.

iii.	Taxation is ignored.

Required:

Prepare an appropriation of Profit and Loss Account and the Balance Sheet for the year ending 31st December 2014

QUESTION FOUR: 20 MARKS

The following information relates to Menengai Club for the years ending 31st December. 
	
	
	1898
Sh.
	1990
SH.

	Accumulated fund
	50,000
	48,000

	Outstanding salaries
	700
	Nil

	Refreshments Bill owing by Club
	Nil
	400

	Sports ground
	25,000
	?



	
	1898
Sh.
	1990
Sh.

	Furniture
	1,300
	?

	Sports kit at valuation
	12,000
	10,000

	Uniforms (a fixed asset)
	6,500
	?

	Subscription due from members
	500
	300



The following summary of the club’s receipts and payments was prepared by its treasurer for 1990.

CASH SUMMARY
	Bal b/f  
	5,400
	Salaries
	6,290

	Subscription  
	23,000
	Travelling
	7,800

	Donations  
	2,100
	Stationery and postage
	600

	Gate moneys   
	6,500
	Electricity and telephone
	500

	Sale of old sports kit 
	1,000
	Refreshments
	5,200

	
	
	Purchase of new sport kit
	4,000

	
	
	Purchase of new uniforms
	3,800

	
	
	Repairs to sports kit
	700

	
	
	Maintenance of sports ground
	3,400

	
	
	Bal c/d
	5,800

	
	38,000
======
	
	38,000
======



Additional information

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

b.	The old sports kit sold during the year had a book value of sh. 1,500

c.	Write down furniture by sh. 300 and unifors by sh. 3,500.

Required:-

i.	Club’s income and expenditure A/c for 1990.

ii.	Its balance sheet as at 31 Dec. 1990 

QUESTION FIVE: 20 MARKS

a.	Briefly describe the following terms:-

i.	Authorized share capital.

ii.	Issued share capital.


iii.	Called up share capital.

iv.	Share premium.

v.	ordinary shares.

b.	Geke Solution Ltd was formed with the legal right to be able to issue 400,000 shares of sh. 4 each.  However, they actually issued 300,000 of which non was fully paid.  So far the Geke Solution Ltd has made calls of sh. 3 per share.  All shares have been paod by the share holders except for sh. 150,000 shares whose shareholders have only paid sh.1 per share.
 
Required:  Determine

i.	Authorized share capital.

ii.	Issued share capital.

iii.	Calls in arrears.

iv.	Called up capital.

v.	Paid up capital.
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