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Paper CH-1.2—FINANCIAL ACCOUNTING ’
(Admissions of 2011 é:'ld onwards)
_ Time : Part A : 22 Hours : -~ Maximum Marks : Part A — 55
i Time : Part B : 30 Minutes N . Maximum Marks Part B - 20

o (Write your Roll No; on“the top' immediately on receipt of this question paper.)
"Note :—  Answers may be written eitﬁer in English or ip Hindi; but the same medium should be used
- throughout the paper. | _
feomft . sﬁmwaﬁrwaﬁsﬁmf‘ﬁrw@wﬁﬁm AfF TR
ST W OWEH T @ G el |
This question paper has 2 parts Part A is compulsory for all examinees. Part B is meant only
for those examinees who havc not offered computensed accounts. Part-A and Part B are to be
answered on separate Answer-books. Attempt a/l questions. Show your working notes clearly.
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1, - State with reason wh'ethef ‘the following statements are true or félse’ TR 1x7
(,'-). - Heavy 'cxpenditurc incurred on advertisement at the time -of introducing a .néw

product is Revenue expenditure.
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(i) Expenses incurred to keep the machine in wofking condition is a capital
expenditure.
)
(#i) Depreciation cannot be provided in case of loss, in a financial year. -
() Legal fees paid to acquire a Eproperty is Capital Expenditure. ' . -
{(v) Cash Account may have crediit balance ‘also. | |
(vi) Interest is calculated on the hire-purdhase_ price at the givér; rate of intgrest.

(vii) Periodic inventory gives a continuous balance of stock in hand.
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The following is the Trial Balance of Ms. AJIT Traders as at 31st March, 2011 :

Particulars Dr. Cr.
2 4
Drawings and Capitals 19,000 65,690
Stock 1st April 2010 - '46.,800 —
Purchases and Sales 3,21,700 3,39,660
Retumns | 8,600 5;800
Debtors and Creditors 24,000 14,800
Discount 1,800 4,110
Bank Loan @ 14% p.a. — 20,000
Carriage Inward 19,600
Rent and Taxes 9,300
..Salaries & Wages 4,000
Printing & Stationery 8,700 .
Interest on Bank Loan 1,100
Travelling Expenses | 870-.
Postage & Telephone 12,000
Insurance 6,400
General Expenses 12,750
.Furﬁiture 5,000
Cash Balance 380
Bank Balance 8,000
5,00,000 5,00,000 |

P.T.O.
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Adjustments

() . Closing stock on 31/3/2011 was ¥ 78,600. |

(i) Credit purchaseé T 400 Ii1ave not been entefed in the ‘Boc‘)ks.

(i) Printing and " stationery amounting‘ to ¥ 3,600 is to be carried ‘forward.‘

(iv) Interest on Bank Loan shall be provided.for whole year.

(v) Personal 'px‘n‘chases of pr’oprietor- amounting to ¥ 600 have been recorded 'in
_l.Jurchase Day Book. |

(vi) Depreciate ﬁuﬁityre bv 10%.

(vii) Provision for Bad & Doubtfﬁl bebts to be created @ 5% on Debtors and 2%

1

for Discount on Debtors.

(viif) Included among Debtors* ¥ 3,000 due from him and included among creditor

T 1,000 due to him.

Prepare Trading, Profit & Loss A/c for the year ending 3lst March, 2011 and a

Balance Sheet as on that date. =~ o o 12
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SR #R T 19,000 65,690 .
- WIE 1 eE 2010 46,800 —
TR R faw 321,700 | 3,89,600 .
EIT‘:[H"T" 8,600 5,800
YRR AR IRR | 24,000 14,800
< | 1,800 4,110
§% W 14% TE W — 20,000
omam W = | 19,600 L
ferm o W= . 9,300 —
A oR e 4,000 —
W SR SRR 8,700 —
CE ™ = 11:100 —
T | 870 —
Tw wd ok ew 2,000 —
Cdm 6,400 .
e @ 12,750 —
AR ‘5‘,600 —
TFg I 380 —
A L 8,000 —
‘ 5,00,000 | 5.00,000

P.T.O.
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the following particulars, prepare a Trading and Profit & Loss Account and .

Balance* Sheet on 31st March, 2011 :

0

Assets ‘and Liabilities : 142010 3132011 |
| ? T
 Fumiture | . o o 8,000 9,000
sk T 10000 9,000
Debtors | © . 20,000 ?
Creditors | ' | . . 14,000 18,060
Expenses Outstanding o 2200 2,000

(i)

Bank . - 1,800 1,225

Receipts and Payments during the year :

(4
Receipts from Debtors - ' 3 : ' 1,17,000
Payment to Creditors " | o 78,400
Payment of Freight Inward . o 6,000
Purchase of Furniture - 1,800
'Payment .of Expenses - | 29.000
Miscellat'{eous Receipts A ) 5,000

P.T.O.



( &) 6183
(fif) Goods costing X, 2,000 were used as advertising materials.
. ' ‘ _ 1
(iv) Goods are sold to show profit 335% on sales,

(v) Difference in Bank, if any, is to be treated as drawing or introduction of capital

by the proprietor. _ . ' 7 12 .
frefofem =it ¥ 31 W9, 2011 W AW, We-whH Fer ok go-wA dWW -
wifow S | |
() vufteafar efit az_ﬁrri* : 142010 31-3:2011

| 7 T

= 8000 9000

wiE | s 10,000 9,000

¥R | 120,000 0

TR e | 14,000 18,000

sTE = | : 2,200 2000

Cc | | 1,800 . 1,225°
Gy @8 @ W wikeal T wmw

IRl ¥ it 117,000

TR W YT - - 78,400

AEAF WG H YT ’ 6,000

WA R W S 1,800

s W gEH o : 29,000

3,000
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The .following .particulars relate to Ganeev. Sports Club :

Income And Expenditure Account

for the year ending on 31st March,| 2011

Dr. Cr
Expenditure (4 Income ?
To Sécretary’s Salary 15,000 | By Entrance Fees 1,05,000
To Printing and Stationery | 22,000 By Subscriptic?ms‘ 1,56,000
To Advertising 16,000 | By Rent .i 128,000
To Audit Fees 5,000 | By [ntereét ojn Inves_t‘ments 12,000
To Fire Insurance 10,000 :

To Depreéiation : f
‘ Spo.rts‘ Equipments 90,000 ‘
Furniture 5,000 Il .
To S-urj)lus 1,38,000 .[
3,01,000 | | 3.01,000

P.T.O.
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Receipts and Payments Account
for the y;:ar ending on 31st March, 2011
Dr. Cr.
Receipts T | Payments T
To Balance b/d 42,000 | By Secretary’s Salary 10,000
To Entrance Fee By Pt%nting al;d Stationery 26,000
2010 10,000 | By Advertising 16,000
2011 1,00,000 Ey Fire Insurance 12,000 -
‘ !
To Subscriptions : By 12% Investments
2010 " 6000 (purchased on 1-10-2011) | 2,00,000
2011 1,50,000 | By Furniture 20,000
2012 4,000 | By Balance c/d 58,000 ‘,
To Rent received 24,000
To Interest received 6,000
3,42,000 3,42,000

The assets as on 31st. March, 2010 included Club Grounds and Pavilion ¥ 4,40,000,

Sports Equipments ¥ 2,50,000 and Furniture and Fixtures ¥ 40,000. Subscriptions in
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arrear on that date were ¥ 8,000. Subscriptions feceived in advance on that date
were Rs. 2,000.‘ Creditors for Printing and Statio;lery- on that date wer‘e.'? 5,000.
Prepare the Balance Sheet as on 31-3-2010 and 31-3-2011. , 12
frefafea faamn e wdy dom @ gatm ¥ oo

31 A=, 2011 B NI 9% o G-I or@n

™ i)
=9 T | ™ L4
’t-rfaa E3) -aa-—r . 15,000 | ¥ ‘w' j 1,05,000
ggw iR dE-TeER 22,000 | =1 S 156,000
fagma , | 16,000 o - 7 | 28,000
N T | 5,000 | Al ® = 1 12,000
afq dm | 10,000
e
WA-HHH | | 96000
AT 1000
Aferdr ' 1,300
| , |
3,0000 — 3,01,000

P.T.O.
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2010 | 10,000 | fagma= 16,000
2011 100,000 | 33 s 12,000
e 12% Traed @:
2010 6,000 (1-10-2011 +1 BRR) 2,00,000
2011 1,50,000 | Fft=R 20,000
2012 4,000 | s 9w 58,000
EISERCTR) 24,060
T s 6,000
3,42,000 - 3,42,000
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Or
(3t
(a) Explaiﬁ the concept of Deferred Revenue E.xpenditure by giving suitable exa.:'n-ples.-
5 ﬁow is ?t different from capital _expenditure ?

(5) Ahaan Lid., which depreciates s n{a_chinéry at -10% on Diminishing Balance
Method, had on lIst !%pril, .2010 3 9,72,000 to the debit of Mgcﬁinery Ac;;ount.
During the year 2010-11, the _ma;:hinery purchased on ls April, 2008 for
<. 80,000 was sold for T 45,000 on 1st Octobgr,i 2016‘ s;ind .2:1"new mébhinery

~at a cost of ¥ 1,50,000 was purchased anci installed on the same date,
installation charges being ?JS,OOO. The company wants to change its method of

deprebiation from Diminishir Balance Method to Straight Line Method with effect

P.T.O.




( 14 ) 6183
from Ist April, 2008 and adjust the difference in the accounts for the year 2010-
11. The rate of depreciation remains the same .as before.
Show the Machinery Account and Machinery Disposal -Account for the
year 2010-11. | | 39
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4. Linken Ltd. has its branches in Ambala -and Ludhiana to whom goods are invoiced
at cost plus 25%. The following information is available of the transactions at Ambala

Branch for the year ending 31st March, 2009 :

4
-
) Balance at 1st April, 2008
Stock at invoice pricé. i : '20,000
Debtors S 16,000
Petty Cash " _ '475
Transactions during 2008-09 | o
Goods sent to branch at invoice price - ‘. 2:,4'0,00(_)
Goods returned to H.O. at invoice price _ ' ;1,500
Cash Sales o - ) 60,000
) | Credit Sales (Sold at cost + 50%) ' 7 90,000
Normal 10§s at invoice price - ' o 300
Goods pilfered at invoice price 7 | 1,500
Goods lost in fire at invoice pﬁce o 3;000

kY

P.T.O.
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Insurance Co. paid to H.O. for loss by fire at Ambala
Cash sent for petty expenses

Goods transferred to Ludhiana branch @der .instruct.ions
|

from H.O. at invoice prige' |

Ihsurance bhar,;ges paid by H.O.

Goods returned by debtbrs

Cash received from debtors;

Balance on 31st March, 2009

Petty Cash ¥ .425, Debtors ¥ 5,500 Stock ?

Prepare :

() Branch Stock Accoumt,

..(ii) Branch Adjustment Account,

(iiy Branch Profit & Loss Account;

(iv) Branch Debtors Account;

(v) Goods sent to Branch Account.

6183

2,000

16,000

6,000
1,000
500

89,500

12
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Hari Traders invoices gmds to its branch at Delhi at cost. Goods are generally sold

by the branch at a profit of 10% of

cost. From the following information, prepare

Branch account to find out the pfoﬁt/loss of the branch and also the necessary

working notes.
Opening Balances :
Branch Stock

Branch Debtors

- Branch Furniture

Branch Salary outstanding

Transactions during the year :

Goods sent to Branch

Goods received by Branch
]

|

Cash sent to Branch for Expenses

Actual branch expenses
‘ | d
(including Branch Salary outstanding):

Cash Sales .

5,000
7.500
4,000

2,500

50,000
47,500
12,500

14,500

25,000

’ ‘ o . . PTO.



" Credit Sales
Cash received from -debtors

Discount

Cash sent to branch for direct purchases from local market

Cost of direct purchases l
Closing balances :

.Branch Stock

Branch Debtors | 1!

Branch Cash

6183

30,0000

27500

3.000
10,000

12,500

250

Cash remitted by the branch to H.O. ¥ 2,750 was not received till close of the

accounting period by HO. |

Provide 10% depreciation on Furniture.

12
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5.000

7,500

4,000
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2,500

50,000
- 47,500
12,500 .

14,500

25,000

30,000

27,500
3,000

10,000

12,500

250

P.T.O.
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- X sells goods on hire-purchase basis also. He fixes hire-purchase price by adding 50

to the cost of goods to him. The following are the figures relating to the hire-purch

business for the yeal; 2010 ;. -

Balance on Hire-purchase Stock Account on Ist January, 2010
Balance on Hire-purchase Debtors Account on Ist January, 2010
Selling price of the goods sold on hire-puréhase basis during the year
Cash rec_eived from customers

Total amount of instalments that fel due during the year 2010

6183

120,000

3,000
9,06,000
9,24,000

9.27.000

One customer to whom goods had bén sold for‘i? 12,000 paid 'oﬁly three instalments

of T 1,000 each. On his failure to py the moithly instalment of ¥ 1,000 due on

4th December 2010, the goods were rcposs.esseé on 27-12-2010 after legal notice.

Prepare Hire-purchase Trading Accoutt for the yar ended 31-12-2010. Also verify

your answer by preparing Hire-purchae Adjustmer Account,

12

|

»

|
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(i) ‘Depreciation accounting is a process of allocation and not -of valuation.”

Explain, I - 3

@) -Wh?,t are the b‘vasic. features of dependent branches ’? 3 . ' 3

(i) D.istinguish between Hire-purchase and Instalment Purchase System ?- 3
| (iv). What ‘are the limitations of Single Entry System ? . | 3.

@) ‘I AWEH AqEA  H @ wEw ¥, tﬁnmﬁ whem T
W Hifed |
Gy s sl & 11a E Ui S

| Gi) WE-FT woTen IR fEve-wd Rt # fade wifew)
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Part B -
(wrr ‘@)
Critically examine the applicability of Garner Vs. Murray. rule ‘in India. . §

-.. ) . l- . . .

Khanak and Nitya were 'cénying_ on business. Their Balance Sheet as on 3lst

March, 2011 was ag follows

Liabilities

14

| Assets T
Creditors -65,500 Plant & Machinefy | .1,-82,000
Bank Overdraft 30,000 | Fumitwe 15,000 -
Bills Payable 12,500 T-Lealsehold Premises 34,500
. .Capitals; : ' _JOilltLifEPOliC}" 9,500
Khanak 11,50,000 | stock 54,000
' ‘Nitya 1,438,000 | Book Debts 73,000
' Profit & Loss Alc 26,000
» Drawmgs :
. Khanak '_ 9,000
‘ . X .‘. .
. Nitya 3,000
4,00000 |. 4,06,000
= PT.O.
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The business was carried on till 30th September, 2011. The -partners withdrew in

-

amounts half the amount of profits made during the period of six months (April-
o |

September, 2011) aﬁer depreciating leasehold premises and plgnt and machinery by 10%
p.a. and furniture by. 5% pa. Mqal.lwhile, crgditors were reduced by ¥ 710,000. On
30th September, 2011, stock was valued at ¥ 63400. Bills payable at;d bank overdraft
were reduced by ,? 2,300 and T 15,000 respectively. Book debts weré valued at
'? 65,000, the Joiﬁt Life Policy was realised for ¥ 9,500 gnd the amount was utilised
to reduce the bank onerdraﬂ. Other items remained as qn 3ist March, 2011.

On 30th September, 2011 the firm sold the business to Jalaj Ltd. Goodwill was
estimated at ? 1,08,000 and other assets \’w‘:re valued on the basis .of Balance

Sheet as on 30th September, 2011, The purchase consideration was paid in fully

paid equity shares of ¥ 10 each \

L
A} ‘

Prepare relevant Ledger Accounts n the “ooks of partnership firm. s 15
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o . _ : _
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(@) Explain the accounting procedure involved i the sale of business of a pértnership'

firm to a company. i 8
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(b) Bini, Mini and Tini are paftners sharing profits and losses .in the ratio” of

4 : 3 : 2. Their Balance Sheet as on 31st March, 2011 stood as; follbws :

Liabilities ~ L4 Assets T
Creditors 20,0Q0 Cash 2,000
| Bank Overdraft ‘Debtors - | 18,000

(Secured against stock) | 15,000 | Less:Provision 1,000 '17,000.
Loan (Sé,cpred against -Siock 25‘,000

Machinery) 25,000 | Machinery 40,000
.Capitals : Proﬁt_& LossAle - -9,0-00 : A'

Blnl 20,000

Mir 10,000

Tini 3,000

93,000r 93,000

-The firm was dlSSOlVCd Stock was tdken over by the Banker and it reahsed

¥ 20, 000 Bank pa1d back ¥ 4,000 ii’ter recovenng its overdraﬁ and mterest

due thereon Machmery was dlsposec off for T 24 ,000 and debtors reahsed'

T 14,000 only Loan was fully pdd of along w1th mtcrest due ¥ 1,000. There
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was an unrecorded asset valuing ¥ 5,000 which was taken ovér by a creditor
at ¥ 2,000. Exbenses amounted to ¥ 300 which were paid by Bini. Tini became
insc;lvent. Tini’s private liabilities amounted 1,000 while his private estate realised
T 1,950.

|

Prepare necessary Ledger Accounts to *close the books of the firm. 12
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