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PAN AFRICA CHRISTIAN UNIVERSITY

BACHELOR OF COMMERCE

END OF SEMESTER EXAMINATION

DEPARTMENT: BUSINESS

COURSE CODE: MBA 504

COURSE TITLE: FINANCIAL ACCOUNTING 

EXAM DATE: 
TIME: 
INSTRUCTIONS
· Read all questions carefully before attempting.
· Answer QUESTIONS ONE (COMPULSORY) AND ANY OTHER THREE QUESTIONS.
· Write your student number on the answer booklet provided.


SECTION A: COMPULSORY
……………………………………………………………………………………………………
QUESTION ONE
a) Explain with an illustration in each case two objectives of financial accounting (4 Marks)


b) Discuss with examples three users of accounting information 		(6 Marks)




SECTION B: CHOOSE ANY THREE QUESTIONS
……………………………………………………………………………………….
QUESTION TWO
A and B own a grocery shop.  Their first financial year ended on 31 December 2022. The following balances were taken from the books on that date: 
 
	Capital: 
	A- 900,000; 
	B - 480,000. 

	Partnership salaries: 
	A -   120,000; 
	B -   140,000. 

	Drawings: 
	A - 180,000; 
	B - 134,000. 


 
The firm’s net profit for the year was 648,400. 
Interest on capital is to be allowed at 10% per year. 
Profits and losses are to be shared equally. 

Required: 
From the information above prepared the 
a) The firm’s appropriation account 						(5 Marks)
b) The partners’ current accounts. 						(5 Marks)



QUESTION THREE
The following trial balance was extracted from the books of Sunbird Limited on 30th September 2019:
								Shs. 				Shs.
Ordinary shares (shs 20 par value)						80,000,000
10% Preference shares (Shs. 20 par value)					10,000,000
Share premium 								20,000,000
General reserve 								30,000,000
Profit and loss balance b/f (1st October 2018)				8,000,000
Stock (1st October 2018)							8,000,000
Purchases and Sales 					221,000,000		400,000,000
Land and buildings (Buildings 40 million) at cost	131,000,000
Equipment at cost 					20,000,000
Motor vehicle at cost 					60,000,000
Accumulated depreciation:
Buildings 									1,000,000
Equipment 									2,000,000
Motor vehicles 								12,000,000
Debtors and Creditors 				80,000,000		60,000,000
Administration expenses 				44,600,000
Distribution costs 					80,000,000
Rent income 									10,000,000
Bad debts 						3,600,000
Provisions for doubtful debts 							3,000,000	
10% Debentures 								40,000,000
Interest on debentures paid 					2,000,000
Bank balance 							25,800,000
								676,000,000		676,000,000
Additional information 
i. The following balances were available as at 30th September 2019
· Stock 				9,000,000
· Rent income accrued 		2,000,000
· Estimated corporate tax 		12,000,000
Required
Prepare Sunbird limited Income statement for the year ended 30th September 2019												(10 Marks)

QUESTION FOUR
a) Explain the following accounting concepts with an illustration
i. Matching concept							(3Marks)
ii. Realization concept 							(3 Marks)
b) Discuss two qualities of  good financial information				(4 Marks)
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QUESTION FIVE
a) Discuss three sources of income for Non- Profit making organizations in Kenya(6 Marks)

b) Explain with an example in each case two types of errors that may cause the trial balance not to balance 									(4 Marks)



QUESTION SIX
The following information was obtained from the books of B. Spikes Manufactures for the year ended 31st December 2022
B spikes
Trial Balance as on 31 December 2022
	
	Dr
	Cr

	Stock of raw materials 1st January 2012
	21,000,000
	

	Stock of finished goods 1st  January 2012
	38,900,000
	

	Work in progress 1st January2012
	13,500,000
	

	Wages :
· Direct £180,000,000: 
· Indirect £145,000,000 Factory:
	
	

	Factory Royalties
	7,000,000
	

	Carriage inwards (on raw materials)
	3,500,000
	

	Purchases of raw materials
	370,000,000
	

	Productive machinery (cost £280,000,000)
	230,000,000
	

	Accounting machinery (cost £20,000,000)
	12,000,000
	

	General factory expenses
	31,000,000
	

	Lighting 
	7,500,000
	

	Factory power
	13,700,000
	

	Administrative salaries
	44,000,000
	

	Sales representatives’ salaries
	30,000,000
	

	Commission on sales
	11,500,000
	

	Rent 
	12,000,000
	

	Insurance 
	4,200,000
	

	General administration expenses
	13,400,000
	

	Bank charges
	2,300,000
	

	Discounts allowed
	4,800,000
	

	Carriage outwards
	5,900,000
	

	Sales
	
	1,000,000,000

	Debtors and creditors
	142,300,000
	125,000,000

	Bank
	56,800,000
	

	Cash
	1,500,000
	

	Drawings
	20,000,000
	

	Capital as at 1st January.2012
	______
	296,800,000

	
	1,421,800,000
	1,421,800,000



Additional information at 31.12.2002

1. Stock of Raw Materials £24,000,000, Stock of Finished Goods £40,000,000, Work in Progress £15,000,000.
2. Lighting, and rent and insurance are to be apportioned: factory 5/6ths, administration 1/6th.
3. Depreciation on productive and accounting machinery at 10 per cent per annum on cost.

Required:
Prepare a manufacturing, income statement for the year ended 31 December 2002.
(10 Marks)
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