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SCHOOL OF BUSINESS AND ECONOMICS
DEPARTMENT OF COMMERCE 
        FINAL EXAM:  AUGUST SEMESTER 2017
 CODE: ACC211X		  UNIT:  FINANCIAL ACCOUNTING 11		====================================================	
  INSTRUCTIONS:                                                                          TIME: 2 HOURS
Answer Question ONE (Compulsory) and any other TWO.

QUESTION ONE

a) [bookmark: _GoBack]Sarah and Jactonie are in partnership. They share profits in the ratio: Sarah 70 per cent; Jactonie 30 per cent. The following trial balance was extracted as at 31 December 2016.
					
					 DR

					Sh. 					 sh. 

	Office equipment at cost 		92,000

	Motor vehicles at cost		          214,000

	Provision for depreciation at 31.12.2015:

	Motor vehicles 									128,000

	Office equipment									  36,000

	Stock at 31 December 2015 	        384,100

	Debtors and creditors 		        419,400 						322,160

	Cash at bank 			          21,180

	Cash in hand 			            3,170

	Sales 									             	1,804,000

	Purchases 			          1,366,800

	Salaries			         274,000

	Office expenses 		           21,300

	Discounts allowed		              3,120

	Current accounts at 31.12.2015

	Sarah 											   73,820

	Jactonie				     					               70,090

	Capital accounts: Sarah							              500,000

	Jactonie									              200,000

	Drawings: Sarah			     175,000

	Jactonie				     160,000

					  	    3,134,070 					3,134,070


The following notes are applicable at 31 December 2016.
(a) Inventory 31 December 2016 sh413, 120.
(b) Office expenses owing sh2, 400.
(c) Provide for depreciation: motor 25 per cent of cost, office equipment 20 per cent of cost.
(d) Charge interest on capitals at 5 per cent.
(e) Charge interest on drawings: Sarah sh3, 000; Jactonie sh2, 000.

Required: 
Prepare,
(i) a comprehensive income statement and  Profit and loss appropriation account for the year ended 31 December 2016  		 				         (10 marks)
(ii) A statement of financial position as at 31 December 2016.            	          (10marks)
b) Preparation and presentation of financial statements is guided by International Accounting Standard number 1 (IAS No.1). List a complete set of financial statements as per IAS No. 1.									(5marks)
c) Explain FOUR qualities of useful accounting information with reference to the International Accounting Standards Board (IASB) Framework  	             (5marks).

QUESTION TWO

a) ABC and sons has kept records of his business transactions in a single entry form, but he did not realize that he had to record cash drawings. His bank account for the year 2016 is as follows:
				           Sh. 						 sh. 
Balance 1.1.2016 		   9,200		Cash withdrawn from bank    	   126,000
Receipts from debtors            942,000                          Trade creditors                         634,000
Loan from XYZ Bank		  25,000 	               Rent 				      32,000
						 	   Insurance	                              19,000
						   	   Drawings 		                114,000
						  	   Sundry expenses                          8,200
						              Balance 31.12.2016 		      43,000				                   976,200 					                976,200

Records of cash paid were: Sundry expenses sh1, 800; Trade creditor’s sh.13, 100. Cash sales amounted to sh. 15,400.

The following information is also available:
							31.12.2015 		31.12.2016
				    																     Sh. 			  sh. 
Cash in hand						  1,940			   2,720
Trade creditors 				             73,000 	             81,000
Debtors						 92,000 	           114,000
Rent owing						 –               		   3,600
Insurance paid in advance 			             3,400 			   4,000
Motor vehicle (at valuation) 		 		55,000 		46,000
Inventory					          242,000                       271,000

You are to draw up 
(i) A comprehensive Income statement  for the year ended 31 December 2016 (8marks)
(ii)  A statement of financial position as at 31 December 2016	        		(7marks)

QUESTION THREE

a) The Accountant of the Nairobi Club K has produced the following receipts and payments account for the year ended 31 December 2016:
				Receipts Sh.						Payments sh.
Balance at bank 1 January 2016 39,000 			Refreshment supplies bought 	 43,200
Subscriptions received	450,600                                   Wages   		           314,000
Profits from dances		 41,160			 Rent of building		 87,000
Profit on exhibition		   8,900 	                  equipment purchase	           182,000
Refreshment takings 	           162,900 			Travelling expenses of teams 	 19,000
Sale of equipment                     3,400 	            Balance at bank 31 Dec 2016              60,760
				 70,596 							 70,596


Additional Notes:
(i) Refreshment stocks were valued: 31 December 2015 sh6, 800; 31 December 2016 sh9, 200. There was nothing owing for refreshment stocks on either of these dates.
(ii) On 1 January 2016 the club’s equipment was valued at sh324, 000. Included in this figure, valued at sh4, 200, was the equipment sold during the year for sh3, 400.
(iii) The amount to be charged for depreciation of equipment for the year is sh52, 000. This is in addition to the loss on equipment sold during the year.
(iv) Subscriptions owing by members at 31 December 2015 nil; at 31 December 2016 sh8, 600.
‘
You are required to:
(a) Draw up the refreshment trading account for the year ended 31 December 2016. For this purpose sh. 46,800 of the wages is to be charged to this account; the remainder is to be charged in the income and expenditure account.				(3marks)
(b)  Draw up the income and expenditure account for the year ended 31 December 2016 											((6marks)
(c) Statement of financial position as at 31 December 2016.			(6 marks)








QUESTION FOUR
a) The trial balance extracted from the books of Mambo Leo Ltd at 31 December 2015 was as follows:
				
									DR			CR 
								Sh.			Sh.

	Share capital 										200,000

	Profit and loss account 31 December 2014						  27,500

	Freehold premises at cost 					271,000

	Provision for depreciation on freehold premises

	at 31 December 2014									 54,000

	Machinery at cost						 84,000

	Provision for depreciation on machinery account as

	at 31 December 2014									 21,000

	Purchases 						           563,700

	Sales 											925,300

	General expenses 						 14,600

	Wages and salaries 					           179,400

	Business rates							   6,100

	Electricity 						               4,800

	Bad debts							   1,400

	Provision for doubtful debts at 31 December 2014		 			  1,200

	Debtors 							 74,200

	Creditors 										 68,300

	Inventory 31 December 2014			             81,900

	Bank balance 							 16,200

									1,297,300 		 1,297,300



Additional information:
(i) The authorized and issued share capital is divided into 400,000 ordinary shares of sh5 each.
(ii) Inventory at 31 December 2015, sh94, 300.
(iii) Wages and salaries due at 31 December 2015 amounted to sh.1, 800.
(iv) Business rates paid in advance at 31 December 2015 amounted to sh700.
(v) A dividend of sh20, 000 is proposed for 2015.
(vi) The provision for doubtful debts is to be increased to sh1, 500.
(vii) A depreciation charge is to be made on freehold premises of sh25, 000 and machinery at the
rate of 20 per cent per annum on cost.

Required:
(i) Comprehensive Income statement 2015					(8marks)
(ii) Statement of financial position as at December 2015.			(7marks)
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