B.COM I SEMESTER END EXAMINATION OCTOBER 2018
Financial Accounting (CC 2)
Duration : 2 Hours







Total Marks: 80

Instructions:  

1) Question No.1 is Compulsory

2) Answer any 3 Questions from Q.No.2 to Q.No.6

3) Figures to the right indicate marks allotted

4) Use of Calculator is allowed

Q.No.1. Manjunath Manufacturers purchased 3 years lease on 01/04/2015 for Rs.25,000.  It decided to provide for the replacement of the lease at the end of 3 years by setting up a Depreciation Fund.  It is expected that investment will fetch interest at 5%.  Sinking Fund table show that to provide the requisite sum at 5% at the end of 3 years, an investment of Rs.7932.22 is required every year.  Investments are made to the nearest rupee.

On 31/03/2018, the investments are sold for Rs.15,250.

Show the Lease Account, Depreciation Fund Account and Depreciation Fund Investment Account.









 (20 Marks)
Q.No.2. Ms. Sufiya Traders keeps her books on single entry system.  You are required to prepare her Trading and Profit & Loss account for the year ended 31/03/2018 from the following information and also to show the Balance Sheet as on that date:

	Particulars
	As on 01/04/2017
	As on 31/03/2018

	Stock in hand
	4,500
	6,000

	Sundry Debtors
	24,000
	27,000

	Sundry Creditors
	15,000
	12,500

	Furniture
	6,000
	8,000

	Machinery 
	30,000
	30,000

	Bills Receivable
	20,000
	21,000

	Bills Payable
	16,500
	14,500

	Reserve for Bad & Doubtful debt
	1,200
	1,350


An analysis of the Bank Statements for the year ended 31/03/2018 is as follows:

	Receipts
	Rs.
	Payment
	Rs.

	To Sundry debtors
	68,000
	By Balance b/d (01/04/17)
	6,000

	To Cash Sales
	24,400
	By Sundry Creditors
	40,000

	To Bills Receivable (Proceeds of a B/R for Rs.8000 on discounting)
	7,800
	By Cash Purchases

	16,000

	
	
	By Interest on Bank O.D.
	500

	
	
	By Salaries
	7,500

	
	
	By Insurance
	3,000

	
	
	By General Expenses
	2,500

	
	
	By Rent & Taxes
	1,000

	
	
	By Drawings
	4,000

	
	
	By Carriage Inwards
	2,500

	
	
	By Freight & Duty
	1,500

	
	
	By Furniture
	2,000

	
	
	By Bills Payable
	12,000

	
	
	By Balance c/d
	1,700

	
	1,00,200
	
	1,00,200


Additional Information:

1. There was a bad debt of Rs.400 which was written-off.

2. She had allowed Rs.450 as discount and earned Rs.300 as discount.

3. She also owed Rs.1,500 for expenses.

4. Depreciation has to be provided @5% on Machinery and 10% on furniture p.a. for full year.

5. Interest on Capital is to be allowed @10% p.a.



 (20 Marks)
Q.No.3 Shalini Ltd. issued 20,000 shares of Rs.100 each payable as follows:

Rs. 20 on application


Rs. 30 on allotment


Rs. 30on first call


Rs. 20 on final call

The company received applications for 30,000 shares.  Applications for 6000 shares were rejected and balance was allotted on Pro-rata basis. Application money on rejected applications was refunded.  The excess application money was adjusted against the amount due on allotment. The amount due on calls was received.

Pass Journal Entries in the books of Shalini Ltd.




 (20 Marks)
Q.No.4 Given below are the extracts from the Balance Sheet of Vinay Ltd. as at 31st March, 2018:
	Particulars
	Rs.

	Equity Share Capital (fully paid up shares of Rs 10 each)
	26,00,000

	Share Premium
	3,60,000

	General Reserve
	9,20,000

	Profit & Loss Account
	3,30,000

	Sundry Creditors
	27,40,000

	Machinery
	36,00,000

	Furniture
	4,50,000

	Investments (Face value Rs 2,00,000)
	1,48,000

	Stock
	15,00,000

	Debtors
	5,30,000

	Cash at Bank
	7,40,000


On 01/04/2018, the company announced the buy-back of 25% of its equity shares @ 15 per share.

For this purpose, it sold all of its investments @ 75% and issued 200, 14 % Preference shares of Rs. 100 each at par, the entire amount being payable with application.
The issue was fully subscribed.  The company achieved the target of buy-back.  Later the company issued one fully paid up equity shares of Rs. 10 by way of bonus shares for every four equity shares held by the equity shareholders.

Pass necessary journal entries and show the Extracts of Balance Sheet.

 (20 Marks)
Q.No.5 The Balance Sheet of ‘Muskan’ Ltd as on 31/03/2018 was as follows –

	Liabilities 
	Rs.
	Assets 
	Rs.

	Share Capital 
(shares of Rs 100 each fully paid)

Equity Shares


	5,00,000
	Fixed Assets


	8,00,000

	7% Redeemable Preference Shares


	3,00,000


	Investments


	1,00,000



	Share Premium


	50,000
	Cash


	4,00,000



	Capital Reserve


	1,00,000
	Other Current Assets
	3,00,000



	Revenue Reserve
	2,00,000


	
	

	6% Debentures


	3,00,000


	
	

	S.Creditors                
	1,50,000
	
	

	
	16,00,000
	
	16,00,000


The Redeemable Preference Shares were due for redemption on 01/04/2018. It issued 2000 Equity shares of Rs 100 each at a premium of 10%. The shares were fully subscribed and paid for. 

It also sold the Investment for Rs 90,000.  The redemption was duly carried out.  Journalize the transactions and prepare the Balance Sheet of the Company immediately afterwards.












(20 Marks)
Q.No.6
a) “Shivam Manufacturers” purchased on 01/04/2014 certain machinery for     Rs. 58,200 and spent Rs.1800 on its installation.

On 01st September 2014 additional machinery costing Rs.20,000 was purchased.

On 01st September 2016 the machinery purchased on 01/04/2014 having become obsolete was auctioned for Rs.28,600 and on the same date fresh machinery was purchased at a cost of Rs.40,000.

Depreciation was provided for annually on 31st March at the rate of 10% on W.D.V. method.

In 2017-18 however, the firm changed this method of providing depreciation and adopted the method of providing 5% depreciation per annum on the original cost of the machinery.

Show Machinery a/c as it would stand at the end of 2017-18.











           (10 Marks)
b) Explain any four from the following:

i) Difference between single entry system and double entry system.
ii) Annuity Method of Depreciation.
iii) Depletion Method of depreciation.
iv) Conditions for Buy Back under Companies Act 2013.
v) Legal Provisions in case of issue and redemption of Preference Shares.
vi) Under-Subscription and Over Subscription of Shares.












 (10 Marks)
3

