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) Mr. X commenced business on Ist January, 2009, when he purchased machinery.of
Rs: 7;00,(‘)00. He adoptéd a policy o : ' ; ’~ 10
, (4 Charging deprecia‘tionl at 15% p;a.’on diminishing balancé basis, and

- (i) Charging full year’s depreciation on additions made during the year.

‘, Over the years, the purchases of m‘achi\nery have bge.n‘ 3 . ; -/ w
Dat{e‘, Rs.
’1-8-21010 s
30492013 - 200,000

-On st Jaﬂﬁary, 2013, 1’( was decided ;o change the méthod of “depreciation aﬁd

rate of depre.ciation to 10% on stfaight line basis ‘with retrospective effect frqm
 1-1~‘2009, the adjﬁstment being made i»n‘\the accounts for the year ending 31st { 9 &
December, 2013.
Prepare Machihefy Account and Provision for Depreciation Account for the year .
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(a) What are Accountjng Conventions ? Explain the Convéntion of Conservatism with suitable
 examples. - o o i 5. &
(b) The following are the details of a spare part of Sri Ram Mills: 10 |

1:1-2013 . OpeningStock . ' = Ni

1-1-2013  Purchases . @ Rs. 30 per unit

' k15-1-2013 . Issued for consurﬁptioh ‘ 50 units
1-2-2013 | Purchases e | 290 units“@ Rs.. 40 per umt “
1’5-‘2;201.3 L Iséued fqr coﬁysunlpti@nf 100 umts ' . i i\) >,
‘ 12).0-2-2‘(013 ' Issﬁed for.»co‘nsﬁmp‘ti‘ovnv ' _100 umts
1'-3;'2013 ; Purché'ses‘ ‘ o ’15Ok1‘;u’1i‘ts @ Rs. 50 per umt
»‘]5—}2013. - Loss by fire s - | 100 un;ts

- Find out the value of stock as on 31-3-20 13 if the company follows Perpetual Inventory

 Method on FIFO basis and on LIFO basis.
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From the following balances extracted from the books of Mr. X, prepare Tradihg and

Profit and‘ Loss Account for the year ended 31st March, 2013 and a Balance Sheet as on

W
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that date - 15 B
Particulars (Dr.) Rs Particula?s (Cr.) Rs. - .
‘Compu.ter at cost 18,380 | X’s‘Capital Account 60,000
Purchases 7‘_'1 280 Sundry Creditors 13,000 |
Chih'a baﬁk 4,000 | Bills payable 10220 |
Caﬂlm}mﬁd_’ 2836 | Discotnt rceived 22,000 §&
Furniture & Fittings at cost 1540 | Sales 60,720
Reﬁt 12,540 Retums Qutwaras ‘ 1 1;_432
'Bills‘feceivable ' 6,720 '.Rent dué | 320 " o
Trade chargés - | 920 &
Sundry Debtors - 34,156 | '353
Drawings 5,200
Discount | 540 1
Wages . YI,SOO '
, L

Salaries 16,780
Returns Inwards 1,000 . , (
1,77,692 177,602 . |
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15 (i) Closing stock on 31st March, 2013 was valued at Rs. 25,600 at cost (Market Value

L & : -
— | Rs. 26.200).
60,000 | e
- 13,000 Loy Depreciation on furniture and fittings shall be provided at 10% p.a.
10,220 | 5 :
. - (i)’ Provide for dou,bt.ful‘ debts at 5% on Sundry Debtors.
- 22,000 . s
k:60,720 (iv) Goods cQsting Rs. ‘-1,5‘00 Were'us;ed by the proprietor.
. : 11;432 t . . .

L o < (yj Statidner\y' charges Rs. l.;\2'00 were due oh 31st Mairg:h;-'2013.

(vi) Purchases include opening stock ‘at(Rs.' 7,000 (cost p’ric‘e.).’,

(vii) Sales representative was entitled to a commission of 5% on net profits after chargii;g

- such commission. .

(\{iii)[No depreciaﬁdn need to be provided for computer as it had been purchased on 31st =

v

March, 2013 and not put into use.
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Or . EEH
(FeEm) fae
X, Y and Z were partners in a business. ,Their Balance Sheet as on 31st March, 2013 was | é‘ﬂ?ﬂ
‘as‘follows‘: | | ' 1S | *QTH-
Liabilities Rs. | Assets ' Rs. o
X's Capital 160,000 | Premises 4,00,000 | Qa:a
' Y’s‘capital 1,00,000 | Machinery 4,00,000 ]%n”ag
X’ ’LOan‘ » 2.00,000 | Fixtures ' 1.60,000 |
Sl bides o 10’\,00_,000‘ Stock 160,000 -
» "Suncyiry Debtors L | Z,O0,000 y
Cash - " . s 1 +18:000
Z7’s Capital 1,30,000
14.60,000 S

- Due to bad financial position of the partners, the firm was dissolved and all partneré were §

declared bank1upt The assets were reahsed as follows :

- Book Debts 45% less Propemes Rs 1,60,000, Stock Rs 1,00, OOO Machlnery Rs. 2 ,00,000,
‘ ‘and hxturcs Rs. 40,000. Realisation expenses amounted toRs. 10,000. The prlvate financial |
pusmon of partners was as follows : |

Private Assets Private Liabilitieé

(Rs.) (Rs.) }
0000 250,000
Y o L 00008 - 1.80.000
7 230000 . 250,000 o m—;-@r
Prepare necessary ziccOurits to close the‘blooks‘ of -accounts~ of fhe firm. : | = : i
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March, 2013 was
| 15

Rs.

| 4.00,000

4,00,000

2,00,000

10,000

1,30,000

 |14,60,000

| all partners were |

ery Rs. 2,00,000,

e private financial

' 1,60,000

- 1,60,000 -

1
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Ay %, %
pealic i 11,60,000 | W 4,00,000
o I gt 1,00,000 | TR 400,000
T a»zur 2,00,000 | T 1,60,000
fafgy @ R_R 10,00.000 | R \ 1,60,000

fafay IRR £ 2,00,000
C(ETS ' | | 10;000
Se & IS 1,30,000
| 14 60.000 14,60,000
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Punjab Cycle Co of Ludhiana con31gned 100 blcycles to Kanpur costmg Rs 1
1nV01ced at Rs 2 000 each The Cons1gnor pald frerght Rs 10, 000 and msurame
Rs. l SOO Durmg transit, 10 brcycles were totally damaged Kanpur Cycle Co ‘t'”
_‘ of the remammg blcycles and pald Re 1. 530 for octror duty Kanpur Cycle C:
\ dlaft to Punjab Cycle Co. for Rs. 50, 000 as advance and later on sent an A
) showmg that 80 brcycles had been sold @ Rs. 9 200 cach. Expenses 1ncurredf
H Cycle Co. on godown rent were Rs. 2, OOO Kanpur Cycle Co. is entltled to a
2 cf 5% on lnvorc‘epnce'and 25% on any surplus of sale price over in-'voice'p ‘
clai'm-was se,ttled al Rs. l4,000i | L
v Prepare Consignment Ale and»Ccnsignee"s A:/c]rin the books of th’_e Cons 4
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(1)

Xand Y entered into a Joint Venture to underwrite the subscription of the entire share capital

of Bright Star Ltd. consisting of lv,O(,),OOO Equity Shares of Rs. 10 each and to pay all expenseé

up to allotment. They were to share the profits in the ratio of 3 : 2. The consideration was

12,000 other shares of Rs. 10 each fully paid to be issued 'to them.

X provided the funds for registration fees Rs. 12,000, advertising Rs. 1 1,000 and Stationery

Rs. 9,500

Y contributed towards payment of office rent Rs. 3,000, legal charges Rs. 15,500 and staff

salaries Rs. 9,000.

t

The proSp_ectus was issued and the applications fell short of the full issue by 15,000 shares.
X took ovver these shares on Joint venture and paid for samé:’in full. They. recei_ved'
12.000 fully paid shares as consideration‘. They sold all thé shares @',Rs. 12.50 less 50 paise
brokerage per shareT The proﬁeeds were shared by X for 15,000 shares and by Y for the °

balance.

Prepax:e Joint Venture Account and Co-venturer’s Account in the books X and 5 5]
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On 1st Aprll 2012 R Ltd of Delh1 started a Branch at Kanpur to which goods were sent
. at 20% above cost. The Branch made both cash and credrt sales Branch expenses were to
imeet from Branch cash and balance was remltted to Head Office. Necessary accounts relating

- to Branch are maintained in Head,Ofﬁce books. The followmg details are given for the year

N

kende‘d 31sr March, 2013 : : : o " . ':§  : o 15
e
» : Cost of goods.j sent ro Branch ’ \ ‘ | : j L 5,00,000

| GQst re‘ceiyed by branch till 31st March, 20~l3 bat invoice price ' ‘ ~5,40,000
Credit sales for the yéar?' . /' . , ,\ - L e 5,80,000 e
Bad Debts & Discounts written off . : . o o 2,000
Cashrernitted oo réfﬁ»ce‘ o e Do 430000

. \‘Expenses incurred at branch - e ‘_ . f', | 1;20/,0040'

‘ Deb.tors at;the end_v at branch . G - - . . . 2,08,000
Cash in hand at the end’at»' branchj . o | ‘ _ : ~20,0‘00_\
Cash remitted- by Head Ofﬁce to branch, for enpenses | - | - ’30;000
:Clcsin‘g stock at branch‘ at invoice‘ bria? o : o | 60,000

Prepare Branch Stock Alc, Branch Adj ustment A/c, Branch ujPro,ﬁ't and Loss A/c and Branch
Cash Ale. =
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On 1st April, 2011 X pﬁrch_ased 5 mach‘inesion‘ Hire_-Purchgse Systerﬁ frpm Y Ltd. the éash'
pric’é of each méchine, was.Rs. 3,00,000. The ter'r‘ns.of payrhent were as follows - . 1§
(@) DCV;n pajrhent —— Rs. 3,00;000.
(if) -Sig half-yearly instalments of Rs. 2,35,000_each, payable on 30th Septerhber and 31st
March. every year. '

X writes_off d'epreciation @ 10% p.}a. on di'r'hini’shir‘lg balan;:é method.
X pald instalments due up to 31st Mafch, 2013; but due to ﬁnﬁncial cﬁéis could not.pay

the instalment due on 30th September, 2013. After negotiation it was agreed that the vendor .

~ would repossess two machines for which X would get credit for the amount paid towards

the.édst of two machines less 25% thereof. These machines were repaired for Rs. 7,000.

Y Ltd. sold one rriachine for Rs. 2,00,000.

Prepare Y Ltd. A/c, Machine A/c in the books of X and X’s Alc in the books of

Y I,

P.TO.
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5. Attempt any three of thevfollowing : , e 3x5
(@) Define Auditing. How does it helﬁ in detecﬁng and preventing accounting ‘errors ?
(b) - “Auditor i's a watch-dog but n(;t a blood hound.” Comment.
'(g') Define Vouching.. Why is it important in Auditing ? |
- (d) Audit procedﬁre to verify thé lopg-term Bank loan. , -
(e) Distinguish between ;Youéhing and Verification.
P % @ el i A
e o e R EE R R
ﬂaﬁ—f & frg R m % ?
(@)“ﬁmwmmmﬁ%wwm%wﬁmﬁ
% Rkl " feumit s |
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