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INSTRUCTIONS: ANSWER QUESTION ONE AND ANY OTHER TWO QUESTIONS 

QUESTION ONE (30 marks) 

1. On 1.1.2006 the assets of Last Hope Farm, Stone Valley, are valued in terms of money, as 
follows:                                             KSH 

Buildings                                                      50,000 
Equipment                                                    5,000 
 Materials in store                                         2,500 
 Crops in the field                                         500 
 Seed                                                             500 
Land                                                             150,000 
Cattle                                                            25,000 
Tractor                                                          10,000 
Cash                                                               1,000 
Bank account                                                 1,500 
Last Hope Farm has been financed as follows: family loan KSH. 25,000, bank loan (working capital) 

50,000 and mortgage loan KSH. 50,000.KSH.  1000 are still to be paid to the fertilizer supplier. The farm 

is waiting for the payment of 500 kg milk (KSH. 10 per kg). 

a) Prepare the Balance Sheet of Last Hope Farm as per 1.1.2006.(8 marks) 

b) How much own capital has been invested in this farm?(1 marks) 

c) Would a bank be willing to provide an additional loan?(1 mark) 

 
2. Explain the factors that one should consider when drawing a farm plan (5marks) 
3. Explain the importance of subsidiary books (5 marks) 
4. Differentiate between farm account and farm records (2 marks) 
5. A farmer is growing barley, he is considering whether to replace it with wheat, and he 

estimated that the fixed cost won’t change. The average yield of barley is 25 bags/ha and 
variable cost of barley is 1400/= per hectare. The price of barley is 2400/= per bag. What 
should the output of wheat be if the variable cost of wheat is 1000/= per hectare and the 
price of wheat is 2000/= per bag in order to choose to plant wheat ( 5 marks)     
 
 
 
 



QUESTION TWO (15 MARKS) 

1. Mr. Kamau is a farm manager in Nakuru; he has hired a new farm manager who is supposed 
to draw a new farm plan for kamau’s farm. Explain the steps that  should be used to make the 
farm plan (8 marks)  

2. Use the following data to prepare a cattle account  (7 marks) 
Opening stock of livestock               150,000    
Closing stock of livestock                 250,000 
Opening stock of cattle feed              8,000 
Closing stock of cattle feed                6,000 
Purchase of cattle during the year       400,000 
Sale of cattle during the year               600,000 
Sale of carcasses                                    2,000 
Purchase of cattle feed                           25,000 
Wages for rearing cattle                           8,000 
Crop worth ksh. 10,000 grown in the farm was used for feeding cattle. Out of calves born, 
four died and their carcasses realized at ksh.100 
           

QUESTION THREE (15 MARKS) 

1. The owners of ubao farm made the following purchases during the year. 
Feeds -  2000 
Seeds -1000 
Fertilizer - 1300 
Fuel - 1500 
Disc plough - 100,000 
During the year the farm sold wheat to KFA for ksh. 40,000; cabbage to the local market 
for ksh. 35,000 and milk to a neighbor’s farm for ksh. 10,000. The farm also expected 
ksh. 6000 from a neighbor’s farm as payment for firewood delivery. The opening 
valuation was ksh. 12,000 and the closing valuation ksh. 100,000 
Prepare a profit and loss account for ubao farm for the year ending december2003. (10 
marks) 

2. Explain the importance of keeping farm accounts in a farm (5 marks) 

QUESTION FOUR (15 MARKS) 

1. Explain four types of subsidiary books (8 marks) 
2. Mr. Mutua has 4 hectares of land.1.5 hectares are under wheat, 0.5 hectares under maize, 

0.3 hectares under fodder crop and the rest either under improved grass ley or natural 
grass. He wishes to know whether replacing 0.3 hectares of maize with potatoes the 
following season would be worthwhile. The fertilizer rate would have to be increased 



from 2 bags per ha for maize to 2.5 bags per hectare for potatoes. An extra 40 man-days 
of casual labor per ha would be necessary as a result of the change. Average yields of 
maize and potatoes are 56 and 90 bags per ha respectively. The prices are ksh.1200 per 
bag of maize and ksh.300 per bag of potatoes. Seeds cost ksh. 1350 per 10 bags of maize 
and ksh.200nper 50kg of potatoes. DAP fertilizer cost 1400 per 50kg bag. Labor is paid 
at ksh.150 per man-day. He would require 10 bags of potatoes seeds and 1 bag of maize 
seeds to cover 0.3 of the ha. Draw up the partial budget and indicate the effect of the 
change.(7 marks) 

 

 

 

 

 


