Final Year B.Com. Examination, May/June 2009
(RSS)
FINANCIAL ACCOUNTING -111

Date : 2-6-2009 Max. Marks : 90
Time : 9.00 a.m. to 12.00 Noon

PART - A

(Answer any three questions. Each question carries 15 marks.)

1. The following is the Trial Balance of Laxmi Bank Ltd., as at 31-3-2008. Prepare
final accounts as per new regulations. The authorised capital of the bank was
Rs. 50,00,000 (in shares of Rs. 10 each).

Debit Credit
Rs. Rs.

Share capital - 15,00,000
Reserve fund - 11,00,000
Money at call and short notice 7,50,000 -
Cash in hand 7,00,000 -
Deposits :

Fixed - 11,00,000

Savings bank — 7,00,000

Current accounts - 8,00,000
Cash with RBI 3,00,000 -
Borrowings from other banks — 5,00,000
Balances with other banks 6,00,000 -
Investment in Govt. Securities 9,50,000 -

P.T.O.



Secured loans

Cash credits and overdrafts
Buildings

Furniture

Rent

Interest and discounts
Commission

Audit fee

Interest paid on deposits
Salaries

Interest paid on borrowings
Directors fee

Non-banking assets
Advertisement

Postage and telegrams
Depreciation on bank’s property
Other expenses

Printing and stationery
Unclaimed dividend

Bills discounted

Additional information :

14,00,000
6,00,000
5,00,000
2,00,000

5,000
20,000
10,000

3,00,000
1,50,000
50,000

8,000
80,000

4,000

4,000
10,000

1,000

6,000
12,000

66,60,000

a) Provide Rs. 20,000 for rebate on bills discounted.

b) Provide Rs. 15,000 for doubtful debts.
¢) Provide for taxation Rs. 35,000.

60,000
8,00,000
90,000

10,000

66,60,000



2. The following trial balance was extracted from the books of the Life Insurance
Corporation as on 315t March 2008 :

Dr Cr

Rs. Rs.
Paid-up share capital — 1,00,000
Life assurance fund as on 1-4-2007 — 29,72,300
Premiums received - 1,61,500
Bonus to policy holders 31,500 -
Claims paid 1,97,000 -
Commission paid 9,300 -
Management expenses 32,300 -
Mortgages in India 4,92,200 —
Interest and dividends — 1,12,700
Agents balance 9,300 -
Freehold premises 40,000 -
Investments 23,05,000 —
Loans on Company’s policies 1,73,600 -
Cash on deposits 27,000 —
Cash in hand 7,300 -
Surrenders 7,000 —
Dividends paid 15,000 -

33,46,500 33,46,500
You are required to prepare Revenue Account for the year as on 315t March 2008
and its Balance Sheet as on that date after taking into account following :
a) Claims admitted but not paid Rs. 9,000.
b) Management expenses due Rs. 2,000.
¢) Interest accrued Rs. 19,300.

d) Bonus utilised in reduction of premium Rs. 2,000.



3. Mahesh Bros. Chennai has a branch at Bangalore. All the goods required for
sale at Bangalore are supplied from Chennai at 25% on cost price and all the
cash received at branch is banked daily in the head office account opened in a
bank at Bangalore. From the following particulars prepare the branch account

in the books H.O.

Rs.

Stock (1-4-2007) 39,500
Debtors (1-4-2007) 56,500
Petty cash (1-4-2007) 450
Furniture at branch (1-4-2007) 28,000
Goods invoiced to branch 1,25,000
Goods returned to H.O. 5,000
Bad debts 500
Cash sales 7,000
Sales returns 2,000
Branch expenses paid by H.O. :

Rent 7,000

Salary 7,500

Sundry expenses 3,500
Allowances to customers 2,250
Petty cash expenses 1,200
Total sales 1,74,500
Remittance to branch for petty cash 1,400
Stock (31-3-2008) 42,000
Debtors (31-3-2008) 97,550

Depreciate furniture at 10% per annum.



4. Reddy and Bros. are lessees of a land belonging to Mr. Mahesh, on a royalty of
Rs. 10 per ton of coal raised with a minimum rent of Rs. 13,000 in first year,
Rs. 14,000 in second year and thereafter Rs. 15,000 p.a. The lessees are allowed
to recover short workings, if any, during the following two years.

The output for first 5 years was as follows :

2004 - 800 tonnes ;
2005 - 1,000 tonnes ;
2006 - 1,200 tonnes ;
2007 - 1,800 tonnes and
2008 - 3,000 tonnes.

Show Minimum Rent A/c, Royalty A/c, Short Workings A/c and
Mr. Rajesh’s A/c in the books of Reddy and Bros.

5. From the following data relating to two departments A and B. Prepare
Departmental Trading and P/LL A/c for the year ended 31-3-2008 :

Dept. ‘A’ Dept. ‘B’

Stock on 1-1-2007 Rs. 30,000 Rs. 39,000
Stock on 31-3-2008 Rs. 24,000 Rs. 35,000
Purchases Rs. 92,000 Rs. 1,52,000
Sales Rs. 1,60,000 Rs. 2,80,000
Wages Rs. 20,000 Rs. 30,000
Area occupied Va Y

Lighting points 6 4

Transfer of goods from ‘B’ to ‘A’ dept. at cost Rs. 20,000. The common expenses
were as follows :

Rent Rs. 8,000,
Advertising Rs. 4,400,
Electricity Rs. 1,800,
Carriage inwards Rs. 6,100,
Discount allowed Rs. 2,200,
Discount received Rs. 1,220 and

Canteen expenses Rs. 500.



PART - B
(Answer any three questions. Each question carries 10 marks.)

6. A fire occurred in the premises of a company on 1-7-2008. From the following
particulars, calculate the claim to be made against the Insurance Company.

Rs.
Stock on 1-4-2007 63,000
Purchases for the year ending 31-3-2008 4,00,000
Sales for the year ending 31-3-2008 5,00,000
Wages for the year ending 31-3-2008 18,000
Manufacturing expenses for the year ending 31-3-2008 2,000
Stock on 31-3-2008 81,000
Purchases from 1-4-2008 to date of fire 2,00,000
Sales from 1-4-2008 to date of fire 3,00,000
Stock salvaged 10,000
Value of policy 30,000

There is an average clause in the policy. It is the practice of the company to
value stock at 10% less than the cost.

7. From the following particulars you are required to prepare Fire Revenue A/c for
the year ended on 315t March 2008 :

Rs.
Claims paid 4,80,000
Claims outstanding on 1-4-2007 40,000
Claims intimated but not accepted on 31-3-2008 10,000
Additional reserve for unexpired risk 20,000
Loss on sale of motor car 5,000

Sundry expenses regarding claims 5,000



Premium received 12,12,000

Commission paid 2,00,000
Commission on reinsurance ceded 10,000
Expenses of management 3,17,000
Reserve for unexpired risk on 1-4-2007 4,00,000
Bad debts 3,000
Profit on sale of investments 2,000
Depreciation on furniture 6,000
Premium on reinsurance ceded 1,20,000

You are required to provide for additional reserve for unexpired risks at 1% of
the net premium in addition to the opening balance.

8. Raghu purchased a machinery on instalment basis from Sridhar costing Rs. 25,000.
It was agreed to pay Rs. 8,000 at the end of I year, Rs. 10,000 at the end of II year
and Rs. 7,000 at the end of III year with interest at 5% p.a.

Give journal entries in the books of Raghu, if depreciation is charged at
10% p.a. on original cost method.

9. a) What are the features of Hire Purchase System ?

b) Distinguish between Hire Purchase and Instalment Purchase System.

10. Explain the following :
a) Minimum Rent.

b) Short Workings.
PART - C
(Answer any three questions. Each question carries 5 marks.)
11. Explain ‘Average clause’ with an example in fire insurance policy.

12. Write a note on sublease.



13. How do you apportion the following in departmental accounts ?
a) Carriage inwards.
b) Rent paid.
c) Lighting.
d) Discount allowed.

e) Insurance.

14. Write a note on statutory reserve and rebate on bills discounted in case of banking
company.

15. Write a note on valuation Balance Sheet.
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