[image: Description: Description: PAC BW]


PAN AFRICA CHRISTIAN UNIVERSITY
END OF SEMESTER EXAMINATION FOR THE DEGREE OF
BACHELORS OF COMMERCE
BACHELOR OF BUSINESS LEADERSHIP
BACHELOR OF BUSINESS INFORMATION TECHNOLOGY
JANUARY-APRIL 2017
CAMPUS: VALLEY ROAD
DEPARTMENT: BUSINESS
COURSE CODE: BCM107|BIT107|BUA3213
COURSE TITLE: FINANCIAL ACCOUNTING II 
EXAM DATE: TUESDAY 4th APRIL 2017
TIME: 5.30PM-8.30PM
INSTRUCTIONS
· Read all questions carefully before attempting.
· Answer question ONE and any other FOUR Questions
· Write your student number on the answer booklet provided.

QUESTION ONE
a)  Highlight the contents in a partnership deed					 (6 Marks)
b) Explain three causes of the formation of Partnerships			(6 Marks)
c) Distinguish between the following
i. Memorandum of association and Articles of association		(4 Marks)
ii. Ordinary shares and preference shares				(4 Marks)
iii. Ordinary shareholder and debenture holder				(4 Marks)
iv. Public limited company and a private limited company		 (4 Marks)
d) Allan and Ben have been trading as partners sharing profits and losses equally.  They decided to change profit sharing ration to 3:2. The capital balances are:
		Allan: - Sh.1, 000,000
		Ben:  - Sh.1, 500,000
		Goodwill has been agreed at Sh. 500, 000.
Required: 
i. Prepare the Partner’s Goodwill account showing goodwill is to be retained in the business.						 (6 Marks)
ii. Prepare the Partner’s Goodwill account showing goodwill is to be written off form the accounts of the business. 					(6 Marks)
QUESTION TWO
a) Outline two purposes of preparing a control account 			(2 Marks)
b) Dakika limited keeps sales and purchases control accounts in the general ledger. The transactions for the month ended 30th April 2014 were as follows:													Shs.
Credit balances on 1st April 2014 - Sales ledger 			154,000
· Purchases ledger 			569,000
Debit balances on 1st April 2014 – Sales ledger			956,000
· Purchases ledger 			196,000
Credit balances on 30th April 2014 - Sales ledger 			178,000
Debit balances on 3oth April 2014 - Purchases ledger 		189,000
Credit purchases 							2,450,000
Credit sales 								4,563,000
Cheques received from debtors					3,140,000
Cash received from debtors 						1,367,000
Cash payments to creditors						352,000
Cheque payments to creditors 					1,994,000
Bad debts written- off 						68,000
Discounts received 							104,000
Discount allowed 							169,000
Contra entry to sales ledger from purchases ledger 			234,000
Refunds to debtors 							62,000
Returns outwards 							138,000
Return inwards 							231,000
Required
a) Prepare a sales ledger for the month ended 30th April 2014.			 (6 Marks)
b) Prepare a purchases ledger for the month ended 30th April 2014.		(7 Marks)
QUESTION THREE	
KK, a sole trader had the following assets and liabilities on 1st May 2013 and 30th April 2014.
							1.5.2013 		1.4.2014
							Shs.			Shs.
Premises 						350,000		350,000
Furniture 						60,000			53,000
Motor Car 						18,000 		?
Stoke 							62,800			74,300
Trade debtors 						39,500			40,700
Trade creditors 					79,600			93,000
Loan from Industrial Bank 				120,000		?
Wages and salaries due 				9,200 			7,500
Prepaid rates 						2,500 			3,600
Rent received in advance 				4,000			6,800
Capital 						363,800		?
He did not maintain his accounting records on a double entry system. He however, kept a cashbook and a file of invoices issued and received. 
The summary of the cash transactions is given below:
Cash Summary
	                                     Shs
Balance b/f                                              43,800
Trade debtors                                         613,100
Cash sales                                               213,600
Rent                                                         62,000
Capital, KK                                             50,000                                             






                                                              
                                                                982,500

	                               Shs
Trade creditors                                   502,600
Cash purchases                                      81,400
Wages and Salaries                                 83,200
Rate and insurance                                  16,400
Transport                                                28,200
Bank charges                                            1,500
General expenses                                    72,700
Loan interest                                            6.000
Loan repayment                                    100,000
New motor car                                        30,000
Drawings                                                36,000
Balance c/d                                            24,500
                                                           982,500


The following additional information is available:
1. Discount allowed during the year amounted to shs.12, 300 and discount received to shs. 13,600 .
2. During the year KK took goods from the business costing shs.5,000 for his personal use, without paying for them.
3. Motor cars are subjected to an annual depreciation of 20% on book value. The motor car was bought on 1 Jan 2014.
Required
a) KK’s statement of affairs 						(3 Marks)
b) KK’s trading and profit and loss account for the year ended 31st march 2014 								(7 Marks)
c) Balance sheet as at 31st March 2014						 (5 Marks)
QUESTION FOUR
The following trial balance was extracted from the books of Undongo Ltd as at 31st December 2011.							Shs. 				Shs.		
Purchases and sales 					20,640,000			38,200,000
Carriage inwards 					580,000		
Carriage outwards 					1,360,000
Discount allowed and received 			560,000			1,460,000
Salaries and wages 					2,920,000			
Advertising expenses 					880,000
Rent and rates 						1,800,000
Electricity 						940,000
Insurance 						420,000
Salesmen’s commission 				850,000
Directors’ salaries 					2,100,000
Repairs and maintenance 				350,000
Interim dividend paid 					600,000
Fixtures and fittings at cost 				4,080,000
Provision for depreciation on fixtures & fittings 					660,000
Motor vehicles at cost 				2,440,000
Provision for depreciation on motor vehicle 						1,020,000
Share capital (shs 10 par value)							6,000,000
Stock (1st January 2011) 				6,300,000
Trade debtors & Trade creditors 			9.200,000 			3,200,000
Profit and loss account balance (1st Jan 2011)					2,140,000
Share premium account 								1,500,000
Balance at bank 									840,000
General reserve 									1,000,000
							56,020,000			56,020,000
Additional information 
1. Prepayments include wages of shs. 120,000 and insurance of shs. 80,000
2. Accruals include commissions to salesmen of shs. 20,000 and auditor’s remuneration of shs 280,000.	
3. Depreciation is to be provided as follows:
· Fixtures and fittings at 10% per annum at cost
· Motor vehicles at 25% per annum using the reducing balance method
4. Stock at 31st December 2011 was valued at shs. 7,280,000
5. A final dividend at shs 3 per share is proposed by the directors
6. Transfer general reserve shs. 500,000
7. Corporation tax is to be charged at 30% on the reported profit for the year.
8. A provision for doubtful debts is to be made at 2.5% of the trade debtors.
Required
a) Trading profit and loss and appropriation account for the year ended 31st December 2011. 									(10 Marks )
b) Balance sheet as at 31st December 2011  					(5 Marks)
QUESTION FIVE
Sarah and Daniel  are in partnership and share profit and losses in the ratio 3:2. On 31st December 2016 the balance sheet of Smith and David was as follows: 
BALANCE SHEET
	FIXED ASSETS
Freehold  property                       200,000                                          
Motor car                                      50,000 
Office Equipment                         30,000                                                                     
                                                   280,0000
CURRENT ASSETS
Stock                           30,000
Debtors                      25,000
Cash at hand               15,000                                                                                                                                                                                                                                                                                            
                                                   70,000       
                                                   350,000	
	CAPITAL ACCOUNTS
Sarah                    200,000
Daniel                  100,000                                    
300,000
CURRENT LIABILITIES  
Creditors               50,000 

                                  


                                350,000          


On 1st January 2017, they admit John as their partner on the following conditions:
i. John was to bring in shs. 100,000 as capital
ii. The profit sharing ratios would be 3:1:1
iii. It was agreed to revalue certain assets before admitting John as under:
	Freehold property 	270,000
	Motor car 	40,000
	Office Equipment 	25,000
	Stock 		37,500
Required: 
Prepare the following
a) Revaluation Account				 		(4 Marks)
b) Partners capital accounts					 	(5Marks)
c) Balance sheet as at 1st January 2017					 (6 Marks)
QUESTION SIX
Radhi Tea Company Limited has an authorized share capital of Sh. 10,000,000 ordinary shares of Sh.10 each. The shares were issued at par as follows:
Payable on application	Sh.1.00
Payable on allotment	Sh.3.00
Payable on first call	Sh.4.00
Payable on second call	Sh.2.00
Applications were received for 1,630,000 shares.
It was decide to refund applicants monies on 130,000 shares and to allot all the shares on the basis of two for every three applied for.
The excess application monies received from the successful applicants is not to be refunded but is to be applied to reduce the amount payable on allotment.
The calls were made and paid in full with the exception of one member of one member holding 5,000 shares who paid neither the first nor the second call and another member who did not pay the second call on 1,000 shares. After requisite action by the directors the shares were forfeited. They were later reissued at a price of Sh.8 per share.

Required:
i. Prepare journal entries for the above transactions 			(6 Marks)
ii. The necessary ledger accounts to record these transactions 			(9 Marks)
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