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FACULTY OF BUSINESS AND ECONOMICS

2024/2025  ACADEMIC YEAR UNIVERSITY EXAMINATION


FIRST  YEAR FIRST SEMESTER EXAMINATIONS  FOR THE DEGREE OF BACHELOR OF BUSINESS ADMINISTRATION

 BAF 121: INTRODUCTION TO ACCOUNTING II

DATE:7/08/2025                                                                                                       TIME: 3 HOURS

INSTRUCTIONS:

1. Answer Question ONE (Compulsory) and ANY THREE other questions.

2. Question One carries 25 marks; all others carry 15 marks each.





















EXAMINATION CHEATING IS A CRIME




[bookmark: QUESTION_ONE_–_COMPULSORY_(25_Marks)][bookmark: _Hlk200881132]QUESTION ONE – COMPULSORY (25 Marks)
a). Explain the meaning of the following terms as used in accounting for not-for-profit organizations:
i. Receipts and payments accounts                                                                         (3 Marks)
ii. Surplus or deficit                                                                                                  (3 Marks)
iii. Income and expenditure account                                                                     (3 Marks)
iv. Statement of affairs and accumulated fund                                                     (3 Marks)

b). The following trial balance was extracted from the books of Asego Traders as at 31st December 2024:

	Account
	Dr (KES)
	Cr (KES)

	Sales
	
	1,200,000

	Purchases
	700,000
	

	Inventory (1 Jan 2024)
	150,000
	

	Salaries
	180,000
	

	Rent
	60,000
	

	Furniture
	100,000
	

	Debtors
	120,000
	

	[bookmark: _GoBack]Creditors
	
	90,000

	Capital
	
	1,000,000

	Drawings
	50,000
	

	Cash at bank
	230,000
	

	Totals
	1,590,000
	1,590,000



Additional Information:
· Closing inventory as at 31st December 2024 was KES 170,000.
· Depreciate furniture at 10% per annum.
· Accrued rent is KES 10,000.

Required:
Prepare the Income Statement and Statement of Financial Position as at 31st December 2024.                                                                                                          	(16 marks)
[bookmark: QUESTION_TWO_(15_Marks)]

QUESTION TWO (15 Marks)
a) Explain the difference between capital and revenue expenditure, giving two examples of each.                                                                                                                 (6 marks)
b) [bookmark: QUESTION_FIVE_(15_Marks)][bookmark: QUESTION_THREE_(15_Marks)][bookmark: QUESTION_FOUR_(15_Marks)]Discuss three methods of calculating depreciation, including their formulas.    (9 marks)
QUESTION THREE (15 Marks)                                                          
Asumbi Ltd. manufactures one product and it sells to the wholesale traders. The following trial balance was extracted from the hooks of the company as at 30 June 2024.
	
	Kshs.
	Kshs.

	Inventory at 1 June 2023
	
	

	Raw materials, at cost
	70,000
	

	Work-in-progress. at factory cost
	360,000
	

	Finished goods (3,500 units) at factory cost
	700,000
	

	Raw materials purchased
	790,000
	

	Sales (12,000 units)
	
	360,0000

	Manufacturing wages
	600,000
	

	Factory rent and rates
	280,000
	

	Factory light, heat and power
	131,000
	

	Plant at cost
	120,000
	

	Plant depreciation at 1 June 2023
	
	560,000

	Works manager's salary
	49,000
	

	Plant repairs
	80,000
	

	Administrative overheads
	360,000
	

	Factory lease at cost (20 years duration)
	800,000
	

	Amortization at 1 June 2023
	
	240000

	Share capital
	
	1,500,000

	Debtors
	610,000
	

	Bank balance
	320000
	

	Creditors
	
	490,000

	Carriage inwards
	40,000
	

	
		6,390,000



	6,390,000



The following additional informational is available:

a) Plant depreciation is to be provided at 10%, on the cost of plant owned at the year end.
b) Raw materials costing Kshs. 100,000 were in stock on 30 June 2024.
c) Finished goods are transferred to the warehouse as soon as they are completed. During the year 10,000 units were completed and transferred to the warehouse. Work-in-progress at the end of the financial year (at factory cost) amounted to Kshs. 460,000.
d) There was no pilferage during the current year.

Required:
i. Manufacturing. trading and profit and loss account for the year ended 30 June 2024.   										(12 Marks)
ii. [bookmark: QUESTION_SIX_(15_Marks)]Explain the importance of the trial balance, and outline two limitations. (3 marks)
QUESTION FOUR (15 Marks)
a) Define and distinguish between the following:
i. Trade discount and cash discount
ii. Provision for doubtful debts and bad debts written off 			(6 marks)

b) A business had debtors worth KES 200,000. It is estimated that 5% may become irrecoverable.
i. Create a provision for doubtful debts. 						(3 marks)
ii. Show the journal entry and its effect on the income statement and balance sheet. 										       (6 marks)
QUESTION FIVE  (15 Marks)
a) Explain the purpose of bank reconciliation statements. (4 marks)

b) Discuss five common causes of differences between a cash book and a bank statement. 												(5 marks)
c) Explain how a bank reconciliation statement is prepared, and state when it should be done. 											(6 marks)
QUESTION SIX(15 Marks)
Wagoi is a sole trader who prepares his financial statements annually and in the month of November 2024 he prepared the below. His summarized balance sheets for the last two years are shown below:

STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 31st NOVEMBER 2024,
	
	2023
	2024

	
	Kshs.
	Kshs.
	Kshs.
	Kshs.

	Non-current assets
	
	15,500
	
	18,500

	Less: provision for depreciation
	
	(1,500)
	
	(1,700)

	
	
	14,000
	
	16,800

	Current assets
	
	
	
	

	Inventory
	3,100
	
	5,900
	

	Trade accounts receivable
	3,900
	
	3,400
	

	Bank
	1,500
	8,500
	-
	9,300

	Total assets
	
	22,500
	
	26,100

	
	
	
	
	

	Current liabilities
	
	
	
	

	Trade accounts payable
	2,000
	
	2,200
	

	Bank overdraft
	-
	
	900
	

	Total liabilities
	
	(2,000)
	
	(3,100)

	Net assets
	
	20,500
	
	23,000

	
	
	
	
	

	Financed by:
	
	
	
	

	Capital as at 1 May
	
	20,000
	
	20,500

	Add: Net profit for the year
	
	7,000
	
	8,500

	Additional capital introduced
	
	-
	
	2,000

	
	
	27,000
	
	31,000

	Less: Drawings
	
	(6,500)
	
	(8,000)

	Total capital
	
	20,500
	
	23,000



He is surprised to see an overdraft in spite of making a profit and bringing in additional capital during the year.

Required:
a). Draw up a suitable statement which will explain to Wagoi how his overdraft has come about.									(11Marks)
b). The following further information relates to the year ended 31st November 2024.											(4marks)
Kshs.
Credit Sales	300,000
Cost of sales	52,500
Calculate;
(i) Gross profit margin                                                                    (2 Marks)
(ii) Rate of inventory turnover                                                          (2 Marks)
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