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FINANCIAL ACCOUNTING-I
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PART- A (10 × 2 = 20 Marks)
Answer any TEN questions.

1. Accounting is the process of recording financial transactions pertaining to a business or other large organization. The accounting process includes summarizing, analyzing, and reporting these transactions to oversight agencies, regulators, and tax collection entities. 
2. A suspense account is an account used temporarily to carry doubtful entries and discrepancies pending their analysis and permanent classification. 
3. A subsidiary book is a type of journal, specifically designed for recurring transactions of a similar nature                                 
4. The fundamental purpose of preparing a Trading Account is to assess the operational efficiency of a business's core trading activities. It isolates the profit or loss generated purely from buying and selling goods, known as Gross Profit or Gross Loss.
5. a company's capital expenditures include things like equipment, property, vehicles, and computers. Revenue expenditures, on the other hand, may include things like rent, employee wages, and property taxes.
6. To retain funds for a replacement. To ascertain the correct Profit or Loss. To show a true and fair view of the financial position.
7. Bill Discounting is a short-term financing solution that allows businesses to convert their unpaid invoices into immediate working capital
8. Double-entry accounting is the most common type of accounting used by businesses. It's based on the concept that every financial transaction has two sides: a debit side and a credit side.
9. A statement of affairs is a financial statement that displays assets and liabilities, but it's not as detailed as the balance sheet. The statement of affairs is a single entry system that shows the beginning and ending balances for capital. 
10. Single Entry System does not require specialized accounting software, whereas Double Entry System often requires specialized software. Single Entry System makes it difficult to detect errors and frauds, whereas errors and frauds can be detected more easily in Double Entry System.
11. A lessor is the owner of an asset who grants a lease to another party, allowing them to use the asset for a specified period in exchange for lease payments. 
12. A sublease is the re-renting of property by an existing tenant to a new third party for a portion of the tenant's existing lease contract.

PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
13. The objectives of accounting are
a. Identification and recording of transactions;
b. Ascertainment of results; 
c. Ascertainment of financial affairs; 
d. Keeping accounts of cash; 
e. control over assets and liabilities
14. 

	Straight Line Method

	
	 Asset Price
	50000

	Less
	Dep 10%
	5000

	
	
	45000

	Less
	Dep 10%
	5000

	
	
	40000

	Less
	Dep 10%
	5000

	
	Value of Asset
	35000










	Written down value method

	
	 Asset Price
	50000

	Less
	Dep 10%
	5000

	
	
	45000

	Less
	Dep 10%
	4500

	
	
	40500

	Less
	Dep 10%
	4050

	
	Value of Asset
	36450

	
	
	













15. Bank reconciliation statement as on 31-03-2021
	 Particulars                                                             
	 Amount (Rs.) 

	 Pass Book Balance (Credit)                                          
	 10,500       

	 Less: Cheques deposited but not cleared (Rs. 750)                   
	 (750)        

	 Add: Cheques issued but not presented (Rs. 3,500 – Rs. 1,200)       
	1200        

	 Less: Bank charges debited in pass book (not in cash book)           
	 35           

	 Less: Amount directly received by bank not in cash book (800 + 130) 
	 (930)        

	Balance as per cash book
	9155



16. Step 1: Calculate adjusted sundry debtors
Adjusted Sundry Debtors=42,000−2,000=₹40,000
              Step 2: Calculate new provision @ 10%
               New Provision=10% of ₹40,000 =₹4,000
Step 3: Compare with opening provision
Opening Provision=₹2,400; New Provision Required=₹4,000
Increase in Provision=4,000−2,400=1,600
17. Trading Account for the year ended …
	Particulars
	Amount (₹)
	Particulars
	Amount (₹)

	To Opening Stock
	1,00,000
	By Sales
	4,00,000

	To Purchases
	1,50,000
	
	

	Less: Purchase Returns
	(25,000)
	
	

	Net Purchases
	1,25,000
	
	

	To Direct Expenses
	10,000
	
	

	To Carriage Inwards
	5,000
	
	

	To Gross Profit c/d
	2,10,000
	By Closing Stock
	50,000

	Total
	4,50,000
	Total
	4,50,000


18. Cost of Closing Stock = ₹27,000 ÷ 90% = ₹30,000
Cost of Goods Sold (COGS) =
= Opening Stock + Purchases – Closing Stock
= ₹30,600 + ₹1,22,000 – ₹30,000 = ₹1,22,600
Gross Profit = Sales – COGS = ₹1,80,000 – ₹1,22,600 = ₹57,400
Gross Profit % on Sales = (57,400 / 1,80,000) × 100 = 31.89%
Estimated Stock on 15.10.19 = ₹2,24,835 – (30,000 + 1,47,000 + 47,835) = ₹ 47,835
Loss of Stock = ₹47,835 – ₹18,000 = ₹29,835
19. 
a. Fixed Period Method
The lessee is allowed to recoup short workings within a fixed number of years (e.g., 2 or 3 years) from the year in which they arise.
· If not recouped within the fixed period, the short workings lapse.
b. Floating Period Method
The lessee can recover short workings over a specific number of subsequent years, but not necessarily fixed to the year they originated. Each year’s short working has its own recovery period.
c. Cumulative Method
This method allows the lessee to carry forward the balance of short workings without any time limit until they are fully recouped or the lease expires. It provides the most flexibility.
d. Arbitrary Agreement Method
Recoupment terms are defined based on mutual agreement between the lessee and lessor. It may combine aspects of the above methods or be customized.
                  
PART - C (3 × 10 = 30 Marks)
Answer any Three questions
20. Business Entity – Business is separate from the owner.
Money Measurement – Only money-measurable items are recorded.
Going Concern – Business will continue in the future.
Cost – Assets are recorded at original cost.
Accounting Period – Financials are prepared for a set time (e.g., one year).
Dual Aspect – Every transaction has two sides (debit & credit).
Realisation – Revenue is recorded when earned.
Matching – Expenses are matched with related income.
 Accounting Conventions (Accepted Practices):
Consistency – Same methods used every year.
Disclosure – Important info must be revealed.
Conservatism – Record expected losses, not profits.
Materiality – Ignore insignificant details.
21. JOURNAL ENTRIES
	Date
	Particulars
	L.F.
	Debit (Rs.)
	Credit (Rs.)

	Apr 1
	Cash A/c Dr.                                    
	    
	5,000      
	

	
	        To Capital A/c
	
	
	5,000

	
	(Started business with cash)
	
	
	

	Apr 2
	Purchase A/c Dr.
	
	1,500
	

	
	        To Guru A/c
	
	
	1,500

	
	(Goods purchased on credit from Guru)
	
	
	

	Apr 3
	Guru A/c Dr.
	
	1,450
	

	
	Discount Received A/c Dr.
	
	50
	

	
	        To Cash A/c
	
	
	1,500

	
	(Payment to Guru with discount)
	
	
	

	Apr 4
	Kamal A/c Dr.
	
	500
	

	
	        To Sales A/c
	
	
	500

	
	(Goods sold to Kamal)
	
	
	

	Apr 5
	Cash A/c Dr.
	
	450
	

	
	Discount Allowed A/c Dr.
	
	50
	

	
	        To Kamal A/c
	
	
	500

	
	(Cash received from Kamal in full settlement)
	
	
	

	Apr 6
	Salary A/c Dr.
	
	300
	

	
	        To Cash A/c
	
	
	300

	Apr 7
	Furniture A/c Dr.
	
	1,000
	

	
	        To Cash A/c
	
	
	1,000

	Apr 8
	Cash A/c Dr.
	
	1,300
	

	
	        To Sales A/c
	
	
	1,300

	Apr 9
	Cash A/c Dr.
	
	50
	

	
	        To Interest A/c
	
	
	50

	Apr 10
	Bank A/c Dr.
	
	1,000
	

	
	        To Cash A/c
	
	
	1,000

	Apr 11
	Wages A/c Dr.
	
	100
	

	
	        To Cash A/c
	
	
	100

	Apr 12
	Drawings A/c Dr.
	
	200
	

	
	        To Bank A/c
	
	
	200



22. 
SOL:- 
	 Date     
	 Particulars            
	 Amount (Rs.) 
	 Date   
	 Particulars          
	 Amount (Rs.) 

	 2014 
	                        
	              
	        
	                      
	              

	 Jan 1    
	 To Bank A/c (Purchase) 
	 80,000       
	 Dec 31 
	 By Depreciation A/c  
	 8,000        

	          
	                        
	              
	 Dec 31 
	 By Balance c/d       
	 72,000       

	          
	                        
	 80,000   
	        
	                      
	 80,000   

	 2015 
	                        
	              
	        
	                      
	              

	 Jan 1    
	 To Balance b/d         
	 72,000       
	 Dec 31 
	 By Depreciation A/c  
	 11,200       

	
	
	
	
	
	

	 Jan 1    
	 To Bank A/c (Addition) 
	 40,000       
	 Dec 31 
	 By Balance c/d       
	 100,800      

	          
	                        
	 112,000  
	        
	                      
	 112,000  

	 2016 
	                        
	              
	        
	                      
	              

	 Jan 1    
	 To Balance b/d         
	 100,800      
	 Mar 31 
	 By Depreciation A/c  
	 270          

	 Oct 1    
	 To Bank A/c (Addition) 
	 20,000       
	 Mar 31 
	 By Bank A/c (Sale)   
	 11,000       

	          
	                        
	              
	 Mar 31 
	 By P\&L A/c (Profit) 
	 470          

	          
	                        
	              
	 Jun 30 
	 By Depreciation A/c  
	 1,296        

	          
	                        
	              
	 Jun 30 
	 By Bank A/c (Sale)   
	 26,700       

	          
	                        
	              
	 Jun 30 
	 By P\&L A/c (Profit) 
	 2,076        

	          
	                        
	              
	 Dec 31 
	 By Depreciation A/c  
	 6,908        

	          
	                        
	              
	 Dec 31 
	 By Balance c/d       
	 78,072       

	          
	                        
	 120,800  
	        
	                      
	 120,800  


23. 
i) Calculate Gross Profit

Gross Profit = 36% of Sales 
= 36% of ₹1,56,500
= ₹56,340

ii) Prepare Memorandum Trading A/c
	 Particulars               
	 ₹           
	 Particulars 
	 ₹        

	 Opening Stock             
	 36,750      
	 Sales       
	 1,56,500 

	 Add: Purchases            
	 1,04,940    
	             
	          

	 Add: Gross Profit         
	 56,340      
	             
	          

	 Total                 
	 1,98,030    
	             
	          

	 Closing Stock (bal. fig.) 
	 ₹41,530 
	             
	          


        
iii) Stock Lost in Fire

Stock at time of fire: ₹41,530
Less: Stock saved: ₹4,500
Stock lost = ₹41,530 – ₹4,500 = ₹37,030

24. Solution:


BILLS RECEIVABLE ACCOUNT
	 Particulars                       
	        Dr                      
	Particulars
	 Cr                   

	 To Balance b/d                
	 10,000     
	 By Cash A/c (bills matured) 
	 10,000     

	 To Debtors A/c (B/R received) 
	 30,000     
	 By Creditors A/c (endorsed) 
	 3,000      

	                               
	            
	 By Balance c/d              
	 15,000     

	 Total                     
	 40,000 
	 Total                   
	 40,000 




TOTAL DEBTORS ACCOUNT
	Particulars 
	Dr
	Particulars
	    Cr         

	 To Balance b/d              
	 36,000      
	 By Cash A/c             
	 150,000     

	 To Sales A/c (Credit Sales) 
	 200,000     
	 By Sales Return A/c     
	 2,000       

	                             
	             
	 By Discount allowed     
	 1,000       

	                             
	             
	 By Bad debts            
	 3,000       

	                             
	             
	 By Bills Receivable A/c 
	 30,000      

	                             
	             
	 By Balance c/d          
	 58,000      

	 Total                   
	 236,000 
	 Total               
	 236,000 







								*************

