
Scmfft thristimn
IJNIVERSITY

U

SCHOOL OF I'ROFESSIOIVAL STUDIES

BACIIELOR OF BUSINE,SS ADMINISTRATION

{.INIT CODE/NAME: BAA 300: ACCOUI,ITING FOR ASSETS

September- December 2019/2020 End Semester Exam - Time: 2 Hours

trnstruetions: Ansrver Question ONE (Cornpulsory) and any other TWO questions.

QUESTTO|{ ONE
a) Define an asset (Z Marks)
b) Explain the major characteristics of assets (6 Marks)
e) citing examples, explain the live major categories of assets? (10 Marks)
d) There are essentially four key areas rvhen accounting for proper-ty, plant and equipnrent that

you must ensure you are familiar with, they include;
e) Construction of Kens Co's new store began on tr April 201i. The following costs were

incurred on the construction:

shs000
Freehold land 4,500
Architect fees 620
Site preparation 1,650
Materials 7,800
Direct iabour costs 11,200
Legal fees 2,40A
General overheads 940

The store was completed on
the 1 April 2012. Kens Co ir

1 January 2Al2 and brought into use following its grand opening on
ssued a Shs 25m unsecured loan on I April 20ll to aid construction

of the ner,v store (which tneets the definition of a qualifying asset per IAS 23)" -The loan carried
an interest rate of 8% per annLrrll and is repayable on i April 2014.
F{equired: Calculate tl-re amount to be included as properly, plant and equipment in respect of
ttrle nerv store and stafe wirat irapact the above information would have on tire statement of profit
or loss (if any) for the year ended 31 March 12. (6 Marks)
0 A co;npany purchased a property with an overall cost of Shs 100m on 1 April 2011. The

property elements are made up as follows:

Shs 000 Estimated Iife
La-nd and build 65,000 50 years
Fixtures and 24,000 10 years
Lif,ts 1 1.000 20 years

100,000
Caleulate the annual depreciation charge for the property for the year ended 3 I March
2412
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(6 Marks)

{

(Land element shs 20,000)



QUESTTON TWO
a) Give brief descniptions of asset accounts (5 Marks)
b) Bora traders made the following transaction in the month of may 2010

-,{3'" May: Import equipment lvorth Shs" 70.000 on credit from Bidii merchants.
+L

17t" May: Sold motor car to Moko traders lvorlh shs,150, 000 on credit.

29th May: Sold fittings worth shs"60, 000 to Juma traders on credit for shs.80, 000"
+["

30"' IV{ay: Sold old portable kiosi< wor"th shs.300, 000 to Nyabera stores on credit fc'i"

shs.250,000.

Required:
Record the above transactions, in the Journal or Generaijournal. (10 Marks)

QUESTION TI{REE
a) With examples define prepaid expenses (2 N{arks)
b) In Januany 2011, Scot rented a building in Eldoret. The agreement provided the payrnent of

shs.100,000 peryearpayable in advance. The financial accountantwrote acheque on ist
January. 201 tr for three years rent.

Required:-
i) Shorv ledger entries in relation to the transaction (4 Marks)
ii) Sholv adjusting entries necessary as at 31st Dec, 201 1 (4 Marks)

c) Define Unearned revenue as used in accounting for assets citing examples (1 Marl')
d) A cornputer expefi charges his clients on annual basis, the annual charge for a computer

service are shs.60,000.On lst.lanuary,2010 he received a cheque from a client for trvo
years future service.

ft equi red:-
Ledger entries showing how the transactions should be reflected (4 Marks)

Q{JESTTON FOUR
a) How do you treat Estimated Items in accounting for assets (5 Marl<s)
b) At the year ended 31st Dee 2010,the olustanding debtors in the books of Kayak Oil Kenya

X.intited stood at shs 450,000.The experience indicates thar 2Yo af' the ourstanding debtors
rnay turn to be bad hence need for provision"

Required
i) Amount of provlsion to be provided. (3 l\{arks}
ii) Cpen the appropriate ledger accolrnts to show the adjustments. (3 I\{arks}
iii) Extract of financiatr statement to shorv the adjustmenr. (4 Manl<s)

QUESITGN FII/E
a) What tire Measurements of the eXements of financial statements (8 N{arks)
ir) On 5th May 20i0. Sungura traders sold goods rvorth shs 50 000 to Bora Enterprise on credit

terms. On 3ist Dec 2010, Bora enterprise rvas declared bankrupt hence could not settle its
debts. (7 Marks)
Requi ned

a) Bora aceount

b) Bad debts accor:nt.

o) Income statenlent extracts shorving the charge of bad ciebts written off.
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