B.COM I SEMESTER SUPPLEMENTARY EXAMINATION MAY/JUNE 2019
FINANCIAL ACCOUNTING – I (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. Mr. Bholenath keeps his books by single entry. An analysis of his Cash Book for the year ended 31st December 2016 gives the following particulars:

	Particulars
	Amount

	Debit Side:
	

	Received from Sundry Debtors
	6,000

	Paid on Capital Account
	1,500

	Credit Side:
	

	Due to Bank on 01.01.2016
	500

	Payments to Sundry Creditors
	2,500

	General Expenses of Business 
	1,000

	Wages
	1,550

	Drawings
	300

	Balance at Bank
	1,400

	Balance in Hand
	250


Further additional information is as under:

	Particulars
	01.01.2016 (Rs.)
	31.12.2016 (Rs.)

	Debtors
	5,300
	8,000

	Creditors
	1,500
	1,950

	Stock
	1,700
	1,900

	Plant and Machinery
	2,000
	2,000

	Furniture & Fittings
	1,000
	1,000


The following information is also relevant:

1. Interest on capital should be provided at 10% per annum (drawings and payments for capital should be ignored).

2. Depreciation at the rate of 10% per annum on plant & machinery and on furniture and fixtures should be provided.  

3. Reserve for Doubtful Debts should be created and maintained at 5% of sundry debtors. 

4. Bad debts during the year amounted to Rs.800. 

From the above information, prepare:

a) Trading and Profit & Loss Account for the year ended 31st December 2016

b) Balance Sheet as at that date. 





                 (20)
Q.No. 2.  A Machinery was purchased for Rs.1,00,000 on 1st January 2015. It has been decided to provide for its annual depreciation as also for its replacement at the expiry of the terms on the Depreciation Fund System. A reference to the Depreciation Fund Table indicates Re.0.1810 per annum amounts to Re.1 in five years at 5%. At the end of the third year, machinery had to be scrapped at Rs.4,000. Investments sold out on that date for Rs.40,000. Parts of the asset used for installation of new machinery amounted to Rs.16,000. Investments were made in multiples of Rs.100. 

Show Machinery Account, Sinking Fund Account, Sinking Fund Investment Account for the years 2015, 2016 and 2017.  
(20)

Q.No.3 XYZ Limited issued a prospectus offering 2,00,000 equity shares of Rs.10 each on the following terms:
	On Application
	Rs.1 per share

	On Allotment (including premium of Rs.2)
	Rs.3 per share

	On first call
	Rs.4 per share

	On second call
	Rs.4 per share


Subscriptions were received for 3,17,000 shares and allotment was made as under:
	Particulars
	Shares allotted

	Allotment in full
	38,000

	To the applicants of 2,40,000
	1,60,000

	To the applicants of 8,000
	2,000

	To the applicants of 31,000
	Nil


Cash amounting to Rs.31,000 was returned to the applicants forthwith. The amounts due were received on due dates except with the final call on 100 shares. These shares were forfeited and reissued at Rs.9 per share. You are required to pass necessary Journal Entries. 
 (20)

Q.No.4. The Balance Sheet of ABC Ltd as on 31-12-2015 was as follows:
	Liabilities
	Amount
	Assets
	Amount

	Share Capital:
	
	Fixed Assets
	1,30,000

	10,000 equity shares of Rs.10 each
	1,00,000
	Investments
	30,000

	900 Preference Shares of Rs.100 each
	90,000
	Stock
	20,000

	Security Premium Account
	12,000
	Debtors 
	40,000

	Reserve Fund A/c
	29,000
	Bank
	40,000

	Profit and loss A/c
	10,000
	
	

	Creditors
	19,000
	
	

	TOTAL
	2,60,000
	TOTAL
	2,60,000


On 01-01-2016 it was decided to redeem the preference shares at a premium of 10% by issuing 7000 equity shares of Rs.10 each at a discount of 10%, subject to leaving a balance of Rs.10,000 in Reserve Fund. Give necessary journal entries and the new Balance sheet as on 01.01.2016.(20)
Q.No.5. Given below are the extracts from the Balance sheet of PQR Limited as at 31st March 2015. 
	Particulars
	Amount 

	Equity Share Capital (fully paid up shares of Rs.10 each)
	24,00,00,000

	Securities Premium 
	3,50,00,000

	General Reserve
	9,30,00,000

	Profit and loss Account
	3,40,00,000

	Sundry Creditors
	22,50,00,000

	Sundry Provisions
	4,90,00,000

	Machinery
	36,00,00,000

	Furniture 
	4,52,00,000

	Investments (Face Value Rs.200 Lakhs)
	1,48,00,000

	Stock
	12,00,00,000

	Debtors
	5,20,00,000

	Cash at Bank
	7,40,00,000


On 1st April 2015 the company announced the buy-back of 25% of its equity shares @ 15per share. For this purpose, it sold all of its investments @75% and issued 2,00,000, 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 share of Rs.10 by way of bonus shares for every four equity shares held by the equity shareholders. 

Pass the required journal entries for all transactions. 




     (20)
Q.No.6. a) A company purchased a second hand machine on 1st January, 2014 for Rs.37,000 and immediately spent Rs.2,000 on its repairs and Rs.1,000 on its erection. On 1st July 2015; it purchased another machine for Rs.10,000 and on 1st July 2016; it sold  off  the first machine for Rs.28,000 and bought another for Rs.25,000. On 1st July, 2017; the second machine was also sold off for Rs.2,000. Depreciation was provided on Machinery at the rate of 10% p.a. on the original cost annually on 31st December. In 2015, however, the company changed the method of providing depreciation and adopted written down value method, rate of depreciation being 15% p.a. (With Prospective effect)
Prepare Machinery account for four years commencing from the date of acquisition of the machine. Compute to nearest rupee.                                                                                           (10)
Q.No.6. b) Explain any four of the following:      



           
                 (10)
1) Book Building Process
2) Difference between Single Entry System and Double Entry System
3) Need for providing Depreciation
4) Legal Provisions for Redemption of Preference Shares
5) Explain the SEBI guidelines for Buyback of Shares
6) Explain Annuity Method of Providing Depreciation. 

______________________
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