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M.B.A. DEGREE EXAMINATION, FEBRUARY 2016
First Semester
FINANCIAL ACCOUNTING
(2010 and 2011 Admissions—Mercy Chance)
Time : Three Hours Maximum : 60 Marks

Answer All questions.
Each question carries 12 marks.

1. (a) What is meant by Accounting ? Explain its various concepts and conventions.
Or

(b) For the following transactions, pass necessary journal entries, prepare all ledger accounts and
prepare Trial balance.

Date Transactions Amount, Rs.

January 1 Prabu started a business with cash 10,000
4 Bought goods from Krishna 6,750

b Cash purchase 3,000

10 Cash sales 4,000

13 Bought goods from Krishna 2,000

16 Sold goods to Magila 5,000

18 Paid cash to Krishna 2,850

19 Sold goods to Magila 500

24 Paid Krishna on account 2,400

26 Received cash from Magila 1,650

27 Paid salaries 1,250

30 Received cash from Magila 200

2. (a) Explain with illustration about Adjustment entries and Closing entries.

Or
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(b) Banu keeps his books by single entry. From the following information given below prepare a

Trading and profit and Loss account for the year ended 31 December, 2013 and a Balance
sheet as on that date :

1-1-2013 | 31-2-2013
Rs. Rs.
Capital 7,500
Sundry debtors | 3,440 4,500
Stock 1,750 2,000
Sundry creditors | 1,125 850
Machinery 1,560 1,560

Analysis of the cash book for the year ended 31t December, 2013 :

Rs. Rs.
To balance b/d 1,875 | By sundry creditors | 1,500
To sundry debtors | 6,000 | By wages 300
To cash sales 1,350 | By Gen.expenses 200
To commission 90 | By salaries 2,800
By drawings 1,600
By balance c/d 2,915
Total 9,315 | Total 9,315

Depreciate machinery by 10%. Allow interest on opening capital at 5% per annum. Provide
for reserve for doubtful debts at 5% on debtors.

3. (a) What do you mean by Inflation Accounting ? Explain its merits and demerits.
Oor

(b) A company acquired a machine on 1-1-2013 at a cost of Rs. 1,40,000 and spent Rs. 10,400 on
its installation. The company writes off depreciation at 20% on the Fixed Instalment system.
On 1-7-2018 another machine was purchased for Rs. 2,30,000. This amount is paid 50,000 by
cash and Rs. 1,80,000 by cheque. Prepare the Machinery A/c for the year ended 31°* December,
2013.
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4. (a) Explain the differences between Income and Expenditure account and Receipts and Payments
account.

Or

(b) A fire occurred in the premises of a merchant on 15th June, 2013 and a considerable part of
the stock was destroyed. The value of the stock salvaged was Rs. 9,000. The books disclosed
that on 1% April, 2013, the stock was valued at Rs. 73,500. Purchases to the date of the fire
amounted to Rs. 2,09,880 and the sales to Rs. 3,13,000. On investigation, it was found that
during the past five years the average gross profit on the sales was 36 %. You are required to
prepare a statement showing the amount the merchant should claim from the insurance
company in respect of stock destroyed by the fire.

5. Compulsory :

From the following Trial balance of Mr.Balaji, prepare Trading, Profit and Loss account for the
year ended 315t March, 2014 and balance sheet as on that date :

Debit Rs. Credit Rs.
Cash in hand 14,000 Sales 1,32,000
Drawings 17,000 Sundry creditors 19,000
Purchases 1,04,000 Capital 50,000
Wages 2,000 Bills Payable 5,000

Stock (on 1-4-13) [ 12,000
Buildings 20,000
Sundry debtors 8,800
Bills receivable 15,800
Rent 900
Commission 500
General expenses 1,600
Furniture 1,000
Cash at bank 3,400
Trade Expenses 5,000

2,06,000 2,06,000
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Adjustments :
(i) Closing stock—Rs. 88,000.
(ii) Wages outstanding—Rs. 1,200. ¢
(iii) Rent prepaid—Rs. 400.
(iv) Depreciate Furniture and Buildings by 10%.
(5 x 12 = 60 marks)





