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FINANCIAL  ACCOUNTING – III

Time: 3 Hours Max. Marks: 90

PART – A

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

1. The following is the Trial Balance of New Era Bank Ltd. as at 31-12-2008 :

Particulars Dr. (Rs.) Cr. (Rs.)

Subscribed capital : 15000 shares of

Rs. 50 each, Rs. 25 paid up 3,75,000

Reserve fund 3,70,000

Loans, cash credits and overdrafts 4,27,500

Bank Premises 75,000

Development loan (Reserve fund

Investment) 3,70,000

Indian Govt. Securities 2,30,000

Current deposits and contingency A/cs 7,87,500

Salaries 42,000

General expenses 41,100

Rent, Rates and taxes 3,450

Directors fees 2,700

P/L A/c as on 1-1-2008 29,000

Interests and discounts 2,22,000

Money at call and short notice 1,16,000



Income tax paid 12,750

Bills Discounted 73,000

Interim dividend paid up to 30-6-2008 25,500

Shares in other companies 75,000

Cash in hand and with R.B.I. 1,89,500

Balance with other banks 1,00,000

17,83,500 17,83,500

Prepare Profit and Loss A/c for the year ending 31-12-2008 and Balance Sheet
as on that data after taking into account the following information :

a) Interest accrued on investment Rs. 8,000.

b) Bills discounted falls due on average due date i.e. 19th February next. All
bills are discounted at 9% p.a.

c) Interim dividend was declared at 8% actual.

2. From the following figures extracted from ‘Jeeva Raksha’ life insurance Co. Ltd.,
prepare Revenue account and the Balance Sheet for the year ended 31-12-2008 :

Rs.

Cash in hand 1,000

Cash at Bank 9,920

Life fund on 1-1-2008 55,56,148

Share capital 1,00,000

Interest accrued but not received 69,613

Investment reserve fund 88,000

Outstanding premium 77,651

Premium less reinsurance 3,55,674

Loans on security of policies 4,25,360



Consideration for annuities granted 11,338

Shares and debentures in other companies 20,42,477

Interest and dividend less tax 2,23,535

Municipal securities 8,50,320

Fines for revival of policies 358

Foreign Govt. Bonds 1,72,760

Claims announced but not paid 76,135

Bank loan 50,000

British Govt. securities 5,69,517

Annuities due but not paid 427

Premium received in advance 575

Development loan 4,15,000

Stamps on hand 269

Mortgage outside India 3,94,360

Mortgage in India 9,02,956

Claims by death 3,37,955

Claims by maturity 32,226

Surrenders 37,303

Income Tax on profit 8,594

Annuities 38,688

Bonus in reduction of premium 11,156

Commission 9,878

Dividends to share holders 40,070

Management Expenses 3,700



The following information is given :

a) Further Bonus utilized in reduction of Premium Rs. 6,500

b) Claims covered under re-insurance Rs. 27,000

3. Mr. Krishna wrote a book on Advanced Accountancy and got it published with
Nandhini publishers on the terms that royalty will be Rs. 60 per copy sold,
subject to a minimum rent of Rs. 1,00,000 p.a. with a right to recoup short
workings over a period of 2 years after the year in which short working arise.

Year No. of Copies printed Unsold copies

2001 1300 100

2002 1800 200

2003 3000 500

2004 4500 200

2005 1600 150

Prepare Minimum Rent A/c, Royalty A/c, Short Working A/c, Krishna’s A/c for
5 years, in the Books of Nandhini Publishers. Also prepare Nandhini Publisher’s
A/c in the books of Krishna.

4. From the following Trial Balance prepare Departmental Trading and P/L A/c for
the year ending 31-12-2008 and a Balance Sheet as on that date :

Debit Credit

(Rs.) (Rs.)

Stock (1-1-2008) : A 34,800

B 29,400

Purchases : A 70,000

B 60,000

Sales : A 1,20,000

B 80,000



Wages : A 16,400

B 5,400

Rent 18,780

Miscellaneous Expenses 7,200

Salaries 6,000

Lighting 4,200

Discount 4,440 1,300

Advertising 7,360

Carriage 4,680

Furniture 6,000

Machinery 42,000

Debtors and creditors 12,200 61,300

Capital 95,400

Drawings 9,000

Bank 20,140

3,58,000 3,58,000

The following information is also provided :

a) Internal transfer of goods from Dept. ‘A’ to ‘B’ Rs. 800.

b) Rent, miscellaneous expenses, lighting, salaries, carriage to be apportioned
equally to ‘A’ and ‘B’ Departments.

c) Adverting to be apportioned in the ratio of 3 : 1

d) Discount allowed and received are to be apportioned on the basis of
departmental sales and purchases.

e) Depreciation at 5% on furniture and machinery to be charged equally.

f) Stock on 31-12-2008 Dept. ‘A’ Rs. 35,000, Dept. ‘B’ Rs. 25,000.



5. A Head Office in Bangalore invoices goods to its Branch at Mysore at cost plus

20%. All cash received by branch is daily remitted to the Head Office and all

expenses if the branch are paid by the Head Office. From the following particulars,

show the Mysore Branch Account in the books of Head Office :

Rs.

Goods returned to H.O. (I.P.) 19,200

Stock : (1-1-2008) (I.P.) 1,00,800

       (31-12-2008) (I.P.) 1,20,000

Debtors : (1-1-2008) 80,000

              (31-12-2008) 1,30,000

Remittances to H.O. :

Cash sales 90,000

Cash from Debtors 1,84,000

Goods invoiced to Branch (I.P.) 3,36,000

Cheques sent to Branch :

For salary 50,000

Rent 20,000

Wages 2,500 72,500

Furniture (1-1-2008) 2,000

Prepaid Rent (31-12-2008) 4,000

Charge 10% Depreciation on furniture.



PART – B

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

6. Mr. Anand Purchased a motor car on installment system on 1-1-2004. The cash
price of the car is Rs. 2,50,000. Mr Anand agreed to pay Rs. 70,000 down and
the balance of cash price in 3 installments of Rs. 70,000, Rs. 60,000 and
Rs. 50,000 at the end of 1st, 2nd and 3rd years respectively. The vendor charged
interest at 18% p.a. on the balance of the cash price. Mr Anand charged
depreciation at 15% p.a. on the original cost method.

Show the Car A/c, Vendor’s A/c in the books of Mr Anand for 3 years.

7. Ravi Traders have taken out a fire policy for Rs. 75,000 covering their stock-in-
trade. A fire occurs on 31-3-2006 and stock was destroyed with the exception of
stock worth Rs. 20,500. From the following calculate the claim to be made with
the insurance Co.

Rs.

Stock on 31-12-2005 : 30,000

Purchases to the date of fire 1,30,000

Sales to the date of fire 90,000

Carriage on purchases 600

Wages upto the date of fire 200

Average gross profit on cost  50%

The policy was subject to average clause.

8. From the following particulars you are required to prepare Fire Revenue A/c for
the year ending 31-12-2007 :

                                                                                              Rs.

Claims paid 4,80,000

Commission 2,00,000

Commission on re-insurance added 10,000

Claims intimated accepted but not paid on 31-12-2007 60,000



Reinsurance premium 1,20,000

Bonus in reduction of premium 12,000

Claims o/s on 1-1-2007 40,000

Claims intimated but not accepted on 31-12-2007 10,000

Commission on reinsurance accepted 5,000

Expenses of management 3,05,000

Premiums received 12,00,000

Additional provision for unexpired risks 20,000

Provision for unexpired risks on 1-1-2007 4,00,000

9. Distinguish between Hire Purchase and Installment Purchase system.

10. What are independent Branches ? What are its features ?

PART – C

(Answer any three questions. Each question carries 5 marks)

11. Write a note on dead rent and recoupment of short workings.

12. State the basis of apportionment for the following expenses in departmental
accounts :

a) Discount allowed

b) Welfare expenses

c) Bad debts

d) Rent

e) Depreciation on Buildings.

13. Write a note on “Goods in transit” and “cash in transit”.

14. What do you mean by “Annuity” in life insurance business ?

15. Write a note on Rebate on bills discounted.
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