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SUBJECT: FINANCIAL ACCOUNTING I 
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INSTRUCTIONS: 1. Q. No. I is compulsory. 
                              2. Answer any THREE questions from Q. Nos. 2 to No. 6
[bookmark: _GoBack]                              3. Figures to the right indicate full marks.
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Q. 1.  The abstract of balance sheet of Nevri Ltd. as at 31/12/2015 was as follows:

	Liabilities
	Rs.
	Assets
	Rs.

	Equity Shares of Rs. 10 each fully paid 
	
9,00,000
	Fixed Assets         
	20,00,000

	8% redeemable Preference Shares
	
	Current Assets (including
	

	of Rs. 10 each fully paid
	9,00,000
	Bank balance of 
	

	General Reserve           
	3,60,000
	Rs. 2,00,000)
	5,80,000

	Profit and Loss A/c          
	5,40,000
	Investment
	2,70,000

	Securities Premium A/c          
	27,000
	
	

	Trade Payable (Creditors)
	1,23,000
	
	

	
	28,50,000
	
	28,50,000


	
The company exercised the option to redeem Preference shares at 10% premium and for this purpose, the company issued 45,000 Equity shares of Rs. 10 each at a premium of Rs. 10 per share.  The Equity shares were fully paid in cash.
	The company sold all the investments for Rs. 3,42,000.  All payments were made to redeemable preference shareholders except those holding 450 shares, who could not be traced.  The directors then issued bonus shares to the then shareholders after issue of new shares at the rate of 2 shares for 3 shares held.  The company decided to reduce free reserves to minimum.
	Pass journal entries in the books of Nevri Ltd. and prepare a Balance Sheet after redemption. 
[20]
Q 2. On 1-1-2012 Chakli Enterprises purchased a machine for Rs. 1,10,000 and spent Rs. 6,000 on its installation.  The expected life of the machine is 4 years at the end of which the estimated scrap value will be Rs. 16,000.  Desiring to replace the machine on the expiry of its life, the company establishes a sinking fund.  Investments are expected to realise 5% interest.  On 31-12-2015 the machine was sold off as scrap for Rs. 18,000 and the investments were realised at 5% more than the book value.  On 1-1-2016 a new machine is installed at a cost of Rs. 1,23,000.  Parts of old machine used for new machine amounted to Rs. 2,000.  Sinking fund table shows that Re. 0.2320 invested each year will produce rupee one at the end of 4 years at 5%.  Calculate interest and investments amount nearest to the rupee.
     Prepare machinery A/c, sinking fund A/c and sinking fund investment A/c for 4 years.
[20]
Q 3. Mr. Ladoo carries on grocery business and does not keep his books on double entry basis.  The following particulars have been extracted from his books:

	Particulars
	1.1.2016 (Rs.)
	31.12.2016 (Rs.)

	Plant and Machinery
	25,000
	25,000

	Stock
	22,000
	19,500

	Sundry Debtors
	8,000
	25,500

	Sundry Creditors
	12,500
	10,000

	Cash in hand
	400
	800

	Bank Balance
	6,250
	(Cr)      7,000



The following cash transactions took place during the year ending 31.12.2016:


	Receipts
	Rs.
	Payments
	Rs.

	Received on account of Cash
	
	Payment for Purchases
	28,850

	Sales
	31,250
	Payment to Sundry Creditors
	1,32,000

	Received from Sundry Debtors
	1,60,000
	General Expenses of business
	21,450

	
	
	Wages
	15,000

	
	
	Drawings
	6,800

	
	1,91,250
	
	1,91,250



During the year, Ladoo had taken goods from the business for his own consumption which amounted to Rs. 1,950 and not paid any money into the business for them.
	You are required to prepare:
1. The Profit & Loss Account for the year ending 31st December, 2016 after charging 10% depreciation on Plant & Machinery.
2. The Balance Sheet as on 31st December, 2016.
[20]
Q 4. Poha Ltd having registered capital of Rs. 30,00,000 in 20,000 Equity Shares of Rs. 100 each and 10,000 12% Redeemable Preference Shares of Rs. 100 each, issued a prospectus inviting applications for 20,000 Equity Shares at a premium of 20% payable as under:
On application Rs. 20 per share
On allotment Rs. 50 per share
On first call Rs. 30 per share
On second call Rs. 20 per share
Premium is payable on allotment.
	Applications were received for 30,000 shares and allotment was made pro-rata to the applicants of 24,000 shares.  The remaining applicants being refused.  Money over-paid on application was employed on account of sums due on allotment.
	Rahul to whom 400 shares were allotted, failed to pay allotment money and on his subsequent failure to pay first call, his shares were forfeited.  Raj, the holder of 600 shares, failed to pay the two calls and hence his shares were also forfeited.
 	All the forfeited shares were reissued to Chabra credited as fully paid for Rs. 90 per share.
	Show journal entries (including those for cash) in the books of the company.
[20]
Q 5. M/s. Mangane & Sons purchased a machine at a cost of Rs. 30,000.  It was estimated by the technicians that the life of the machine will be 3 years at the end of which it will have a realised value of Rs. 3,750.
	An endowment insurance policy was taken for a sum of Rs. 26,250 at an yearly premium of Rs. 8245.38 payable at the beginning of each year.  Taking into account the following surrender values of the policy show Insurance Policy A/c, Depreciation Fund A/c and Machine A/c for 3 years.
	At the end of first year
	Rs.      900

	At the end of second year
	Rs.   6,750


	At the end of third year the claim was duly met by insurance company and the scrap realised Rs. 3,400 only.
[20]
Q 6. Shankarpali Ltd has the following balances as on 31st March 2017:

	50,000 Equity Shares of Rs. 10 each, Rs. 8 paid up
	Rs. 4,00,000

	Security Premium
	Rs. 10,000

	General Reserve
	Rs. 75,000

	Capital Redemption Reserve
	Rs. 35,000

	Profit and Loss A/c
	Rs. 1,00,000


The company has purchased 20% of its Equity Shares at a discount of 10% out of reserves.  The amount due on Equity Shares is called up before Buyback.  The amount is duly received.  The Buyback is carried out.  The company has incurred the expenses for the Buyback of shares of Rs. 2,300.  
Give journal entries in the books of the company.
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