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Bachelor of Business Administration (BBA) 2010/2011

END OF FIRST SEMESTER EXAMINATION
DECEMBER 2010

PROGRAMME: BACHELOR OF BUSINESS ADMINISTRTION (ACCOUNTING)
LEVEL: 300
COURSE/CODE:  ACC 301: FINANCIAL ACCOUNTING

DATE: 17™ DECEMBER 2010
TIME: 3 HOURS

Instructions: Answer all the Four (4) Questions
Question 1

The following balances were extracted from the partnership books of Terranga Lion, Desert Warrior,
Path Finder and Fortune Teller.

GH¢
Purchases 245,000
Office Rent and Rates 6,000
Return Inwards 3.000
Administrative Expenses 4,500
Debtors 80,000
Creditor 39.000
Carriage Inwards 2,000
Stationery and Printing 1.500
Delivery Van 105,000
Provision for Doubtful debts 3.500
Sales 420,000
Cash in Hand 11,000

Revolving Credit

Page 1 of 4




[image: image2.jpg]21,000

Interest paid to Zenith Bank 1,000
Advertising Bills 14.000
Furniture and Fittings 60,000
Repairs on Delivery Vans 12,000
Warehousing Cost 3,200
Royalties Received 18,000
Stock of Goods at Start 16,000
Investment in Poultry

Farming 50,000
General Overhead Cost 22,000
Wages and Salaries 30,000

Details relating to the partnership agreement are:

1.

]

Partners share profits in the ratio of:
Terranga Lion: 5 Desert Warrior: 4 Path Finder: 3 Fortune Teller: 3

During the year, the following partners withdrew funds from the coffers of the business.

GH¢

e Terranga Lion 4,000

e Path Finder 2,000

The Capital Accounts for the partners are as follows:

GH¢

e Terranga Lion 65,000

e Desert Warrior 40,000

e Path Finder 40,000

e Fortune Teller 35,000

Sales Commission earned by the following partners were capturered in the books
before the Accountant, Mr. Kwame Nkrumah Sottie left for Bahamas on holidays.

e Fortune Teller
o Path Finder

[SSIEVE) '°\°

Interest are paid on Partners Capital Accounts at the rate of 5% per annum while
interest on drawing was agreed at GH¢400 for Terranga Lion and GH¢300 for
Path Finder.
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GH¢
o Terranga Lion (2.800)
o Desert Warrior 4,150
e Path Finder 3,500
o Fortune Teller 4,850

During the year, the following footnotes were produced by the partners’ financial accountant, Mr.
Kwame Nkrumah Sottie.

(a) The closing Stock of Goods was estimated at GH¢11,000

(b) Cash Sales worth GH¢20,000 were banked on 31% December 2009 but this was omitted from
the books.

(¢) Ware Housing Cost prepared was GH¢2.000

(d) Wages Owings were GH¢15,000

(¢) Depreciation on Delivery Van is being provided at 10% on straight line basis.

In the absence of Mr. Kwame Nkrumah Sottie who was on holidays at the Bahamas, his National
Service Assistant, Hannah Anderson could not prepare the trial balance of the business.

Regquirement for Question 1

1. Set out the Trial Balance for the business as at 31 December 2009 (5 marks)
2. Prepare the pariners Income Statement & Appropriation Accounts (13 marks)
3. Prepare the partners Current Accounts (5 marks)
4. Prepare the Partners Balance Sheet as at the trial balance date (8 marks)

(Total:30 Marks)

Question 2

An important function of financial accounting is to produce financial statements which provide
information "thar is usefil to a wide range of users” (ASB Statement of Principles for Financial
Reporting). Although financial accountants will always be responsible for producing useful
information. it is clear that financial accounting will continue to change and develop in response to a

variety of influences. One such influence is the increasing availability of computer-based accounting
systems.

Requirement for Question 2

(a) Identify four user groups which could benefit from the information produced by financial
accountants and explain why these user groups are interested in such information. (4 marks)
(b) Outline fwo advantages and two disadvantages of using a computer-based accounting system,

rather than a manual system. (4marks)

(¢) Other than the use of computer systems, identify three further influences which are currently
affecting the development of financial accounting. (6 marks)

(d) Explain three ethical requirements which qualified accountants should adhere to, in order to
maintain professional standards. (6 marks)
(Total: 20 marks)
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The term "regulatory framework of accounting" refers to the body of rules and regulations which
apply to the financial statements of limited companies. This framework includes company law.,
accounting standards and for listed companies stock exchange regulations. The term "conceptual
framework of accounting” refers to the theoretical basis of financial accounting. This framework
includes a number of accounting "concepts” or "conventions". Some of these are referred to in
company law or in the Framework for the Preparation and Presentation of Financial Statements
published by the International Accounting Standards Board (IASB). One of the accounting
conventions which has been accepted for many years but is now subject to criticism is the "historical
cost" convention.

Requirement for Question 3

(a) Outline five functions of accounting, distinguishing between financial accounting and

management accounting. (10 marks)
(b)  State three objectives of the International Accounting Standards Board. (6 marks)
(c) Explain fwo roles of the Standards Advisory Council (SAC) and the International Financial
Reporting Interpretations Committee (IFRIC). (4 marks)
(d) Explain the term "Generally Accepted Accounting Practice” (GAAP). (2 marks)
(¢) Explain the historical cost convention, its main advantages and disadvantages in preparing
financial statements. (8 marks)
(Total: 30 marks)

Question 4

In 1989, the International Accounting Standards Committee (IASC), which has since become the
International Accounting Standards Board (IASB), published its Framework for the Preparation and
Presentation of Financial Statements. Amongst other matters, this document deals with:

. The objective of financial statements;
. The underlying assumptions which underpin financial accounting:

. The qualitative characteristics possessed by useful accounting information.

As well as the Framework document, the IASC/IASB has also published nearly 50 International
Accounting Standards (IASs) and International Financial Reporting Standards (IFRSs).

Requirement for Question 4

(a) Explain three underlying assumptions which are referred to in the Framework document.

(6 marks)

(b) What are accounting policies and accounting standards? (4 marks)

(c) Explain fwo impact inflation have on reported accounts (3 marks)

(d) Explain the development of accounting principles as conceptualised by Fra Luca Pacioli in
1494 (4 marks)

(¢) What is the difference between Accounting for profits and non-profits organisations (3 marks)
(Total: 20 marks)

GOOD LUCK!!!
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