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Ql.

a) State with reasons whether the following statements are true or false:

(1) Heavy advertising expenditure to introduce a new product is a revenue
expenditure.
(1)  Accounting is a service activity.
(iii)  Accrual basis of accounting does not recognise accrued income and income
received in advance.
(iv)  The business entity concept can only be applied to a company.
(v)  Any increase in owner’s equity is called an expense.
(vi)  According to the accrual concept, revenues are recognised only when cash is
received.
(vi))  Abusiness entity can keep its accounts on accrual basis of accounting.
(vii)  Prudence is a concept to recognise unrealised profits and not losses.
(ix)  Revenue should be recognised only when cash is received.

(18 marks)
OR
b) Write short notes on any three of the following:
(i)  Convention of Consistency
(i1)  Accounting Estimate
(1)  Account Policies
(9 marks)
¢) Distinguish between capital expenditure and revenue expenditure,
(9 marks)

Q2.

a) Compare and contrast LIFO and FIFO methods of inventory valuation.
(6 marks)

b) X purchased a second-hand machinery on 1-12-2022 for 80,000: and 212,000
for its overhauling and 8,000 for its installation which was completed by 31-
3-2022. The entity provides depreciation on its machinery at 20% p.a. on
diminishing balance method from the date it was put to use and closes its books
on 31 December every year. On 1-10-2023, a repair work was carried out on the
machine and ¥5,000 were paid for the same. The machine was sold on 31-10-
2024 for a sum of %21,000 and an amount of 22,000 was paid as dismantling
charges.

Prepare Machinery Account and Provision for Depreciation on Machinery
Account from 2022 to 2024.
(12 marks)



2694 3
OR
¢) Define depreciation, depletion, amortization and obsolescence. (6 marks)

d) A company started its business on st January, 2025. It purchased and used
raw materials during the year 2025 as stated below:

January 10 Purchased 800 kgs. @, T 62 per kg.
February 28 Purchased 1,200 kgs. @ T 57 per kg.
March 10 Issued 1,000 kgs.

March 26 Issued 500 kgs.

May 20 Purchased 900 kgs. @ ¥ 65 per kg.
June 28 Return of 600 kgs to the supplier.

Calculate the value of closing stock of raw materials on June 30 according to:
(i) First in first out basis, and
(ii) Weighted average basis, using perpetual system.

(12 Marks)

OR
Q3.

a) From the following particulars prepare the Trading and Profit and Loss Account for
the year 2024 and Balance Sheet as on 31. 12.2024 of a trader:

L Baigiten: || e
Building 50,000
Machinery 22,000

Furniture 10,000

Bank 9,000

Cash 1,000

Loans (since 1-1-2024) 30,000
Capital 52,000
Debtors/Creditors 50,000 {40,000
Opening Stock 12,000
Purchases/Returns 2,50,000/ 10,000
Sales/Returns 12,000 |3,22,000
[Rent 6,000 | B
Establishment (i.e. Salaries) 16,000

P T.O.
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4
Provident Fund-Employees' Subscription 1,000
Interest on Loan (10%) 2,000
Electricity 1,000
Mobile Phone Expenses 1,000
Commission 6,000
Insurance Premium 1,000
Bad Debts 2,000
Bills Receivable 4,000
Total 4.55,000]4,55,00

Adjustments
(1)  Provide depreciation on Building @ 5%, Machinery (@ 15%, and Furniture @
10%.
(1)  Stock was not taken on 31.12.2024 but only on 7.1.2025. Transactions from
1.1.2025 to 7.1.2025 are:
a. Sales: 25,000
b. Purchases: Z 15,000
c. Stock on 7.1.2025: Z 18,000
d. Gross Profit: 20%

(1)  During the year, machinery of the value of ¥ 10,000 was destroyed by fire.
The insurance claim was settled at Z 8,000 and credited to the Machinery
Account.

(iv)  Provide for Employer's share of P.F. T 1,000.

(v)  Provision for Bad Debts: Provide (@ 5% on Debtors.
(vi)  Commission of the Manager (@ 10% on net profit after providing such

COmmission.
(18 marks)

OR

b) From the following Receipts and Payments Account of Janak Puri Football Club and
additional information, prepare an Income and Expenditure Account for the year ending
31st March, 2025:
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RECEIPTS AND PAYMENT ACCOUNT
for the year ending 31-3-2025

o Receipts | N Payments
To Balance b/d 5 By Purchase of Bill
Cash in Hand 1-4-2024 10,200 By Toumament Fees
Cash at Bank as per Pass 30,000 By Affiliation fees for 5 years
Book , .
To Subscriptions _ 2.45,000 By Rent of Playground
To Interest on Investment 1,800 By Expenses on Variety
Programme
To Sales of Tickets for Variety 20,000 By Refreshment Expenses
Programme By Travelling Expenses

To Sale of Furniture on 30-9- 9,000 By Fumiture bought on 1-10-2024
2024 f

To Donations for Club Building = 50,000 = By Repairs to Building
To Legacy 11,000 By Advance paid to Contractor for
? Pavilion Building
By Salary

By Telephone Bill
By Miscellaneous Expenses
By 12% Investments (Face value
- ¥1,70.000) bought on 31-12-
2024 ,
By Balance c/d
Cash in Hand 31-3-2025
Balance in the Bank as per Pass
Book on 31-3-2025
Total 3,77,000  Total

Additional Information:

3
65,000
10,000
2,000

16,000
15,000

4,000
120,000
5,000

5,000
150,000

15,000
1,500
8,000
1,50.000

8,500
12,000

3,77,000

(i)  Subscriptions received include Z 9,000 outstanding subscriptions of the year

2020-21. Subscriptions for the year 2024-25 amounting to X 16,000 is still
outstanding. Some members have paid subscriptions for the year 2025-26
amounting to Z 8,000 which is included in the subscriptions received.

(i)  Face value of 12% Investments on 31st March, 2024 was T 15,000 (cost price

Z 12,000).

(iii)  Book value of furniture sold on 1 April, 2024 was X 12,000 depreciation being

20% p.a. Provide depreciation on new furniture at the same rate.

(iv)  Telephone bill for one quarter is outstanding, the amount outstanding being
300. The charge for each quarter is same both for 2023-24 and 2024-25.

(v)  Unpresented cheque for repairs to building being ¥ 4,000 for 2023-24 and X

4

12,000 for 2024-25. Assume that the amount of "Repairs to Building" is as per

Pass Book.

PL.O.
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(vi)  Stock of Balls with the club on 31 March, 2025 amounted to % 6,000.
(vi1)  Miscellaneous expenses include % 3,000 for the honorarium.
(18 marks)

Q4.

a) Gupta & Sons, Delhi has a branch at Agra. Goods are invoiced to the branch at cost
plus 25% at which the branch sells. From the following particulars, prepare Agra
Branch Account:

Balances as on April 1, 2021 : 4 4
Branch Stock (Invoice price) 12,500 Credit sales at branch 87,500
Branch Debtors 8.500 Cash sales at branch 51,250
Branch Cash 2,000 Bills Receivable received

from
debtors at branch 5,000
Balances as on March 31, 2022: Staeetmd by ey
Branch Stock (Invoice price) 29,925 discounting of the above
Branch Debtors 11,960 mentioned bills 4,900
Branch Cash 4.500 Cash sent to the branch for
Transaction during 2021-22 expenses 18,000
Cash received from debtors ~ [78,650  [Actual cashexpensesat |, o5,
branch
Goods invoiced to branch ? Shortage of stock at branch
Sogds setimned: by bowich o 6,250 (invoice price) 73
Casth repiiied #6110, 9 Cash discount allowed to
branch
customers 390
Make a provision for bad and doubtful debts @ 5% of the debtors. (18 marks)
OR

b) Linken Ltd. has its branches in Ambala and Ludhiana to whom goods are invoiced at
cost plus 25%. The following information is available of the transactions at Ambala
Branch for the year ending 31st March, 2024:
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Qs

a)

b)

c)

7

Balances at 1st April, 2023 Z £4
Stock at invoice price 20,000 Insurance company paid to
Debtors 6,000 H.O. for loss by fire at Ambala 2,000
Petty Cash 475 Cash sent for petty expenses 16,000
Transactions during 2023-24 Goods transferred to Ludhiana
Goods Sent to branch at branch under instructions

invoice price 2.40.000 from H.O. at invoice price 6,000
Goods retumed to H.O. Insurance charges paid by H.O. 1,000

at invoice price 7,500
Cash Sales 60,000 Goods returned by debtors 500

Credit Sales (Sold at cost +50%) 90,000 Cash received from debtors 89,500
Normal loss at invoice price 300 Balances on 31st March,

2024
Goods pilfered at invoice price 1,500  Petty Cash 425
Goods lost in fire at invoice price 3,000  Debtors 5,500
Stock ?

Prepare: (i) Branch Stock Account; (i) Branch Debtors Account; (iii) Branch
Adjustment Account; (iv) Branch Profit Loss Account; and (v) Goods Sent to Branch
Account. (18 marks)

What is lease accounting? How does operating lease different from finance lease?

(9 marks)
Explain the various basis of allocation and apportionment of expenses in Departmental
Accounting with the help of suitable examples. (9 marks)

OR
M/s. AM Enterprise had two departments, Cloth and Readymade Clothes. The
Readymade clothes were made by the firm itself out of the cloth supplied by the Cloth

Department at its usual selling price. From the following figures, prepare Departmental
Trading and Profit & Loss Account for the year ended 31st March, 2025:

PLO.
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Particulars Cloth Department Readymade Clothes
| (€4 Department (%)
' Opening Stock on 1st April, | 31,50,000 5.32,000
12024 ) _
|Purchases =~ | 2,100,000 | 1,68,000
' Sales 2,31,00,000 47,25,000
Transfer to Readymade 31,50,000 | ==
- Clothes Department | .

- Manufacturing Expenses {— 16,330,000
 Selling Expenses 2,10,000 1 73,500
Rent & Warehousing 8,40,000 5,60,000

| Stock on 31st March, 2025 [21,00,000 | 6,72,000 _
In addition to the above, the following information is made available for necessary
consideration:

The stock in the Readymade Clothes Department may be considered as consisting
of 75% cloth and 25% other expenses. The Cloth Department earned a gross profit at
the rate of 15% in 2024-25. General Expenses of the business as a whole amount to
10,85,000. (12 marks)

d) Distinguish between Branch Accounting and Departmental Accounting.
(6 marks)
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