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ANSWER KEY

PART- A (10 × 2 = 20 Marks)
Answer any TEN questions.
1. Accounting is the process of identifying, recording, classifying, summarizing, and interpreting financial transactions to provide useful information for decision-making and financial control.
2. Journal is the primary book of entry where financial transactions are recorded chronologically using the double-entry system, before posting to the ledger.
3. Various Types of Cash Book
· Single Column Cash Book – records only cash
· Double Column Cash Book – records cash and bank transactions
· Triple Column Cash Book – records cash, bank, and discount
4. When is Suspense Account Used: When the trial balance does not tally, a suspense account is temporarily used to record the difference, until errors are located and corrected.
5. Stages in Final Accounts of a Sole Trading Concern
Trading Account – to compute Gross Profit or Loss
Profit and Loss Account – to determine Net Profit or Loss
Balance Sheet – to show financial position at year-end
6. List of Non-Trading Concerns
· Charitable Trusts
· Educational Institutions
· Clubs and Societies
· Hospitals
· Religious Organizations
7. It’s a system where a buyer pays for goods in installments. Ownership transfers only after the final payment, while possession may be given upfront.
8. Purpose of a Hire Purchase Trading Account: To calculate profit or loss from goods sold under hire purchase terms by comparing the cost of goods with the hire purchase price and related adjustments like repossessions.
9. 
	Feature
	Single Entry System
	Double Entry System

	Nature
	Incomplete and unsystematic
	Complete and systematic

	Recording of Transactions
	Only one aspect is recorded
	Both debit and credit aspects are recorded

	Accuracy
	Less accurate
	Highly accurate


10. Defects of Single Entry System: The single entry system is simple but has several limitations:
· Incomplete Records 
· No Trial Balance
· No Scientific Basis
11. Objectives of Trial Balance
· To check the arithmetical accuracy of ledger postings
· To serve as a basis for preparing final accounts
· To help identify errors in recording and posting
· [bookmark: _GoBack]To summarize all ledger balances in one place
12.  Cost of Goods Sold = Rs. 80,000/-

Part B
13. Annual Installments: ₹13,000 (1st), ₹12,000 (2nd), ₹11,000 (3rd)
Total Amount Due = ₹36,000
Ayan Paid = ₹23,000 (Down + 1st Installment)
Vendor Repossessed Machinery due to non-payment of 2nd installment
Remaining unpaid = ₹13,000 (2nd Installment) + ₹11,000 (3rd Installment) = ₹24,000
14. Trading Account
	Particulars
	Amount (₹)
	Particulars
	Amount (₹)

	Opening Stock
	40,000
	Sales
	2,50,000

	Purchases
	1,50,000
	
	

	Carriage Inward
	5,000
	Closing Stock
	60,000

	Wages
	20,000
	
	

	Gross Profit c/d
	95,000
	
	

	Total
	3,10,000
	Total
	3,10,000



Profit and Loss account
	Particulars
	Amount (₹)
	Particulars
	Amount (₹)

	Rent (₹12,000 – ₹2,000)
	10,000
	Gross Profit b/d
	95,000

	Salaries + Outstanding
	28,000
	Discount Received
	3,000

	Carriage Outward
	6,000
	Commission Received
	2,000

	Discount Allowed
	4,000
	
	

	Depreciation on Furniture
	1,500
	
	

	Provision for Doubtful Debts
	1,500
	
	

	Net Profit transferred to Capital
	48,500
	
	

	Total
	99,500
	Total
	99,500



15. 
		Particulars
	Debit (₹)
	Credit (₹)

	Cash in hand
	5,000
	

	Furniture
	15,000
	

	Purchases
	60,000
	

	Rent
	3,000
	

	Salaries
	10,000
	

	Debtors
	20,000
	

	Land
	60,000
	

	Capital
	
	60,000

	Sales
	
	70,000

	Creditors
	
	18,000

	Bank Loan
	
	25,000

	Total
	113,000
	173,000






16. Profit = Closing Capital – Opening Capital = ₹120,000 – ₹100,000 = ₹20,000 Profit
17. 
		Feature
	Journal
	Ledger

	Meaning
	A book of original entry where transactions are recorded chronologically
	A book of final entry where transactions are classified into individual accounts

	Purpose
	To record transactions as they occur
	To summarize transactions account-wise

	Sequence of Entry
	First step in accounting
	Comes after journal entries

	Format
	Usually has date, particulars, debit and credit columns
	Contains account name, date, and debit/credit sides

	Nature
	Detailed and temporary
	Summarized and permanent record





18. Bank Reconciliation is essential for these reasons:
· Detect Errors: Helps catch mistakes made either by the business or the bank.
· Identify Fraud or Unauthorized Transactions: Reconciliation can reveal suspicious entries or unauthorized withdrawals.
· Update Cash Book: Ensures the business records are accurate and reflect the real cash position.
· Adjust Timing Differences: Some payments may be recorded by the business but not yet processed by the bank (e.g., cheques issued but not cleared).
· Better Financial Control: Regular reconciliation leads to stronger cash management and budgeting.
19. Closing Balance of Cash: Debit Balance : Rs. 2450
Discount allowed – Rs. 20 
Discount Received – Rs. 10 

Part C
20. Net Profit – Rs. 15400; Total Assets / Liabilities – Rs. 56,200
21. Notes:
· Opening Capital = Assets – Liabilities = Rs. 22,500 – Rs. 4,500 = Rs. 18,000
· Closing Capital = Assets – Liabilities = Rs. 25,250 – Rs. 6,000 = Rs. 19,250
Statement of Profit and Loss
· Closing Capital: Rs. 19,250 Add: Drawings: Rs. 3,000 Less: Fresh Capital Introduced: Rs. 2,000 Adjusted Capital = Rs. 19,250 + 3,000 – 2,000 = Rs. 20,250
· Profit = Adjusted Capital – Opening Capital = Rs. 20,250 – Rs. 18,000 = Rs. 2,250
· Net Profit for the year = Rs. 2,250
22. Notes:
Profit = HP Sales (2,00,000) – Cost (1,50,000) – Loss on repossession (12,000) = Rs. 38,000
Profit from HP trading = Rs. 46,000, which includes the unrealized portion from dues (Rs. 30,000 still receivable).
Dr.                        			Hire Purchase Trading Account                         Cr.
---------------------------------------------------------------------------------------
Particulars                          		Amount 	| Particulars                     Amount
---------------------------------------------------------------------------------------
To Goods Sold (Cost)                 	1,50,000	| By HP Sales                    2,00,000
To Loss on Repossessed Goods 
(20,000 – 8,000)			12,000		| By Goods Repossessed        8,000
To Profit transferred to P&L A/c     	46,000 	|                                
                                    		 -------		|         		                        -------
Total                                		2,08,000	| Total              	            2,08,000
23. Final result is a higher overdraft of Rs. 21,200 in the cash book.
