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SECTION-A

Answer any TWO questions: (15x2= 30)

1) A fire occuixed in the business premises of Rajan on 20th July 2022. The stocks

were insured for a sum of Rs.40,000 with a provision of average clause. From

the following details, ascertain the amount of fire claim to be lodged with the

insurance company.

Rs.

Stock as on 1.01.2021 31,000

Purchases from 1.1.21 to 31.12.2021 1,22,000

Sales from 1.L21 to 31.12.2021 1,80,000

Stock as on 31.12.2021 27,000

Purchases from 1.1.22 to the date of fire 1,47,000

Sales from 1.1.22 to the date of fire 1,50,000

The stock salvaged 18,000

2) Bombay Roadways Ltd. purchased three Trucks costing Rs. 1,00,000 each from

Hindustan Auto Ltd. as on 1-1-2019 on Hire Purchase System. The terms were:

Payment on delivery Rs.25,000 for each Truck and the balance of the principal

amount by 3 equal instalments plus interest at 15% per annum to be paid at the

end of each year.

Bombay Roadways Ltd. writes off 25% depreciation each year on diminishing

balance method.

Bombay Roadways Ltd. paid the instalments due on 31.12.2019 and 31.12.2020,

but could not pay the final instalment.
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Hindustan Auto Ltd. repossessed two trucks adjusting values against the amount

due. The repossession was done on 1-1-2021 on the basis of 40% depreciation

on the diminishing balance method.

Hindustan Auto Ltd after spending Rs.5,000 on repairs of the repossessed trucks,

sold them away for Rs.50,000.

Prepare Trucks A/c and Hire Vendor^ A/c in the books of the Hire Purchaser

and Repossessed Stock A/c in the books of the Hire Vendor.

3) A company leased a colliery on 1 January 2018 at a minimum rent of Rs.40,000

per year, merging into a royalty of Rs. 100 per ton with a right to recoup short

working over the first tliree years of the lease. The outputs of the colliery fbr the

first three years were:

Year 2018 2019 2020

Output in
300 350 500

tons

Show the Minimum Rent A/c, Short workings A/c & Landlord's A/c n the books

of the Company.

4) Ramakanthi Printers, New Delhi has a branch at Kanpur to which the goods are

supplied at selling price being 20% profit on sales. From the following

information, prepare the necessary ledger accounts in the books of Head Office

under "Stock and Debtor System55.

Rs.

Stock at branch on 1.4.2021 (at invoice price) 10,000

Branch Debtors on 1.4.2021 8,000

Goods sent to branch (at Cost Price) 40,000

Cash sales 27,000

Credit Sales 20,000

Cash received from the Debtors 14,400

Discount allowed to the Debtors 600

Goods returned by the debtors 4,000

Goods returned by the branch 2,500

Branch Expenses paid by the Head Office 1,000

Surplus in branch stock 500



Cash remitted by the branch to the head office 40,000

Expenses paid by the branch 1,400

SECTION - B

Answer any FOUR questions : (5x4= 20)

5) A fire occurred on 28 Februaiy, 2022 in the boutique of Saina Agarwal. From

the following figures, ascertain the claim to be lodged:

Rs.

Stock on 1.01.2022 4,00,000

Purchases from 1.01.2022 to the date of fire 16,00,000

Goods used by the trader for personal use 80,000

Other direct expenses 1,20,000

Sales from 1.01.2022 to the date of fire 12,40,000

Goods distributed as free samples 20,000

The rate of gross profit is 40% on Sales. The stock salvaged was valued at

Rs.1,16,000.

6) A fire occurred on 30th Januay, 2022 in the godown of Bhanushali. From the

following figures, ascertain the claim to be lodged:

Rs.

Stock on 1.01.2022 2,00,000

Purchases from 1.01.2022 to the date of fire 9,00,000

Goods used by the trader 40,000

Wages & Other direct expenses 60,000

Sales fi*om 1.01.2022 to the date of fire 7,10,000

The rate of gross profit is 30% on Sales. The stock salvaged was valued at Rs.

23,000.

7) Srividya purchased a machinery by hire purchase system on 1st January 2018,

for Rs.300000 and paid Rs.50000 down and the balance in four annual

instalments of Rs.70,000, Rs,65,000 , Rs.60,000 and Rs.55,000 payable at the

end of first year, second year, third year and fourth year respectively. Interest is

charged on cash value @ 10% per annum. Calculate the interest and cash price

of the machine.



8) Snow white Dry cleaners purchased from Karkera Brothers on 1.1.2022 two

machines of Rs. 42,000 each on hire purchase system. The payment was to be

made Rs. 24,000 down and the remainder in three equal installments together

with interest at 12% per annum. Snow White Dry Cleaners write off depreciation

at 10% per annum on written down value.

You are required to show the interest calculation and the total instalment price of

the Machines.

9) Write Short note on:

a. Minimum Rent b. Short workings

10) From the following particulars of Sagar Ltd., prepare Departmental Trading and

Profit and Loss Account for the year ending 31.03.2022

Dept. A Dept. B

Rs. Rs.

Opening Stock 30,000 40,000

Purchases 5,50,000 6,60,000

Wages 1,50,000 1,80,000

Sales 8,00,000 10,00,000

Closing stock 40,000 50,000

General expenses incurred for both departments were Rs. 90,000.

Provide depreciation at 10% on Machinery (Book value on 01.04.2021 Rs.

75,000 which was used in Department B only).

SECTION 一 C

Answer any FIVE questions : (2x5= 10)

11) State whether the following statements are true or false:

a. Fire insurance policies contain an "average clause" to encourage under

insurance.

b. Percentage of Gross Profit is calculated on closing Stock.

12) Mr X purchased two trucks on hire purchase system for Rs. 11,20,000, payment

to be made as Rs. 3,00,000 down and 3 instalments of Rs. 3,00,000 each at the

end of each year. Calculate the total interest payable by Mr. X.



13) Fill in the blanks:

a. Minimum Rent is also termed as..... Rent.

b. Irrecoverable short workings is debited to...... A/c

14) What is Patent Royalty? Give an example.

15) What is Loading? Explain with an example.

16) Pass the adjusting entry for loading when branch accounts are maintained under

“Debtors System”.

Goods invoiced by the Head office to branch at Cost plus 25% , Rs. 60,000

17) Choose the correct answer from the following:

Branch account is prepared to ascertain:

(a) Profit and loss of the branch (b) Financial statement of the business

************
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Section-A

2x15= 30Answer any TWO of the following : 

1. Mr. Gagan purchased 3 trucks costing Rs.5,00,000 each on hire purchase system from

Mohan. Payment was to be made Rs.3,00,000 down and the remainder in 3 equal

,nnual installments together with interest at 15% per annum at the end of each year.

Buyer is depreciating the asset at 20% per annum on written down value method.

Because of financial difficulties, Mr. Gagan after having paid the down payment and the

first installment could not pay the second installment. The seller agreed to leave one

truck with the purchaser and repossessed two trucks adjusting its value against the

amount due. The repossession was done on the basis of 30% depreciation per annum

on the written down value method.

The Hire vendor after spending Rs.70,000 on repairs of the two trucks, sold them for

Rs.6,20,000.

Prepare: Trucks A/c & Mohan's A/c in the books of Gagan and Repossessed Stock A/c

in the books of Mohan.

2(Bferown Coal Company took a lease from Kautilya on a royalty of Rs.5 per ton of coal

raised with a minimum rent of Rs.1,00,000 in the first year and there after an increase of

Rs.10,000 every year till it reaches Rs.1,30,000 when it becomes fixed for all future

years. The short working of every year is recoverable during the subsequent three

years. The outputs of first 6 years are as follows:

Year Production (in tons)

2016 10,000

2017 18,000

2018 18,000

2019 32,000

2020 31,000

2021 25,000
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From the above particulars, prepare: (a) Minimum Rent A/c and (b) Kautilya's A/c in the

books of Brown Coal Company.

3. Sona Agencies opened a branch at Shimoga on 1st January 2022. Good were invoiced

at cost plus 25%. From the following information, prepare Branch Stock A/c, Branch

Debtors A/c, Branch Cash A/c, Branch Expenses A/c, Branch Adjustment A/c and Branch

Profit & Loss A/c under 4Stock and Debtors1 system.

Section・B

Rs.

Goods sent to branch (invoice price) 3,00,000

Sales: Cash 1,00,000

Credit 1,40,000

Goods returned by the Branch (invoice price) 12,000

Goods returned by debtors 3,000

Cash received from debtors 80,000

Discount allowed 1,000

Cash sent to branch for the payment of:

Rent and rates 1,500

Salaries 6,000

Sundry expenses 1,000 8,500

Defective goods written off 1,000

Stock on 31st December 2022 (invoice price) 50,000

Answer any TWO of the following : 2x10= 20(

4. Ki ran purchases a Motor-cycle on hire purchase system. The total price of Motor cycle is

payable as Rs.4,000 as down payment and thereafter the installment of Rs.6,000,

Rs.5,000 and Rs.2000 payable at the end of first, second and third year respectively.

Interest is charged at 5% p.a. Calculate the cash price of the Motor Cycle and interest

payable on each installment.

5・ Sharada Ltd. invoices goods to its branch at Sringeri at cost. From the following

particulars for the year ending 31st December 2022, prepare Branch Account and

Debtors Account in the books of Head Office.

Rs. Rs.

Balances as 1.1.2022 Balances as 31.12.2022:

Branch stock 11,780 Branch stock 11,080

Petty cash 144 Petty cash 146



6. Dress Makers Ltd. have two departments, cloth and outfitting. The latter department

gets all its requirements of cloth from the cloth department at the usual selling price. On

31st December 2022, the following was the Trial Balance.

^Branch debtors 2,940 Credit sales 28,080
[cash sent to branch for: Cash sales 63,160

|Rent 2,400 Goods sent to branch 65,880

Salaries 7,200 Cash received from debtors 27,580

Petty cash 1,400 Goods returned by branch 360

c Branch Debtors as on 31.12.2022 ?

Rs. Rs.

Stock (Cloth Department) 80,000 Share Capital 2,00,000

Stock (Outfitting Dept.)
[cloth at cost to Co.) 4,500 Sales:

Transfer of cloth from Cloth

department
50,000 Cloth 12,50,000

Purchases 一 Cloth 11,00,000 Outfitting 1,50,000

Purchases - outfitting 10,000
Transfer of Cloth

to Outfitting Dept.
50,000

Directors' fees and

remuneration
30,000

Income from

Investments
9,500

Wages &Salaries:

Wages Cloth 20,000

Wages Outfitting 40,000

Rent and Rates (3/4 to Cloth) 8,000

Lighting (3/4 to Cloth) 2,000

Depreciation:

Cloth outfitting 5,000

Cloth 1,000

Office Salaries 16,000

Furniture and Fittings 20,000

Office Expenses 3,000

Equipment 50,000

Carriage inwards on Cloth 66,000



Investments i 1,00,000

Cash at Bank 54,000

5,06,000 5,06,000

Closing Stock on hand in the cloth department was Rs.96,000 and that in outfitting

amounted to Rs.7,500 (at cost to the respective departments). It is desired to ascertain

Profit or Loss on strict accountancy principles. Trading conditions and accounting

methods in 2022 were the same as in 2021.Prepare Departmental Trading & Profit &

Loss Accounts.

Section・C

Answer any TWO of the following : 2x5= 10

7. Prepare Analytical Statement of irrecoverable short workings from the following details :

Year 2019 2020 2021 2022

Output (tons) 8,000 10,000 11,500 13,000

Sahara Co. Ltd., acquired on lease a colliery on 1st January 2019 at a minimum of

Rs.20,000 p.a. merging into a royalty of Rs.2 per ton with a power to recover short

workings over the first three years only. The output for the first four years were:

& State whether the following statements are “True” or “False”.

a. The fire insurance on building is allocated on the basis of floor area occupied by each

department.

b. Depreciation on Plant is divided equally between various departments.

c. Bad debts are charged to General Profit & Loss A/c since there is no proper basis for

their apportionment.

d. Management Expenses are charged to General Profit & Loss A/c.

e. Stock Reserve for unrealized profit is charged to General Profit & Loss A/c.

9. a. Explain the importance of Cloud Computing in Accounting.

b. Write the meaning of Human Resource Accounting.
***********************



)l('OMC2()3 Reg No : 
CHOICE BASED CREDIT SYSTEM SEMESTER SCHEME

B.Com. SECOND SEMESTER DEGREE EXAMINATION MAY 2024
COMMERCE

Law and Practice of Banking
Duration:! Hours Max Marks:60

SECTION-A
Answer any TWO questions: (15x2= 30)

1) Explain the Primary and Secondary functions of Commercial Banks.

2) Who is a 'Paying Banker*? Explain the precautions to be taken by the paying banker while
honouring cheques of his customers.

3) Elucidiate the types of crossing of cheque.
• 4) The Basel Nonns are a series of tliree sequential banking regulation agreements set by the

Basel Committee on Bank Supervision. Explain.

SECTION 一 B
Answer any FOUR questions : (5x4= 20)

5) Describe the changing role of commercial banks.

6) Briefly explain the duties of 'Paying Banker*.

7) What are the roles and responsibilities of Banker while opening 'Joint Account*?

8) Briefly explain the precautions taken at the time of opening 'Partnership Account* and
'Joint stock companies Account*.

9) Outline the essential elements of Endorsement.

• 10) Write a note on EFT.

SECTION-C
Answer any FIVE questions : (2x5= 10)

11) Who is a Banker?

12) What is Loan?

13) What is meant by 'Holder for Value1?

14) What is meant by Partnership deed?

15) Who is a Drawee?

16) What is meant by Basel Norms?

17) What is meant by Credit Card?

******************
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Section A

Answer any TWO of the following: (2x15= 30)

1. I.Dempsey Co owns a pharmaceutical business with a year-end of 30 September

20X4. Dempsey Co commenced the development stage of a new drug on 1

January 20X4. $40,000 per month was incurred until the project was completed on

30 June 20X4, when the drug went into immediate production. The directors

became confident of the project's success on 1 March 20X4. The drug has an

estimated life span of five years and time- apportionment is used by Dempsey

where applicable.What amount will Dempsey charge to profit or loss for

development costs, including any amortisation, for the year ended 30 September

20X4? (5 Marks)

III. A division of an entity has the following balances in its financial statements:

II.Which of the following statements relating to intangible assets is true? (2 Marks)

True False

All intangible assets must be carried at amortised cost or at an

impaired amount, they cannot be revalued upwards.

The development of a new process which is not expected to increase

sales revenues may still be recognised as an intangible asset.

$

Goodwill 700,000

Plant 950,000

Building 2,300,000

Intangibles 800,000

Other net assets 430,000
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Following a period of losses, the recoverable amount of the division is deemed to

be $4 million. A recent valuation of the building showed that the building has a

market value of $2.5 million. The other net assets are at their recoverable amount.

The entity uses the cost model for valuing building and plant, To the nearest

thousand, what is the balance on the building following the impairment

review? (8 Marks)

2. Aphrodite has a year end of 31 December and operates a factory which makes

computer chips for mobile phones. It purchased a machine on 1 July 20X3 for

$80,000 which had a useful life of ten years and is depreciated on the straight-line

basis, time apportioned in the years of acquisition and disposal. The machine was

revalued to $81,000 on 1 July 20X4. There was no change to its useful life at that

date. A fire at the factory on 1 October 20X6 damaged the machine, leaving it with

a lower operating capacity. The accountant considers that Aphrodite will need to

recognise an impairment loss in relation to this damage and has ascertained the

following information at 1 October 20X6:

• The carrying amount of the machine is $60,750.

• An equivalent new machine would cost $90,000.

• The machine could be sold in its current condition for a gross amount of

$45,000. Dismantling costs would amount to $2,000.

In its current condition, the machine could operate for three more years which

gives it a value in use figure of $38,685

i) In accordance with IAS 16 Property, Plant and Equipment, what is the

depreciation charged to Aphrodite's statement of profit or loss in respect of the

machine for the year ended 31 December 20X4? (3 marks)

ii)IAS  36 Impairment of Assets contains a number of examples of internal and

external events which may indicate the impairment of an asset. In accordance with

IAS 36, which TWO of the following would definitely NOT be an indicator of the

potential impairment of an asset (or group of assets)? (2 marks )

a.A  reduction in Aphrodite*s cost of capital

b.Adverse  changes in the economic performance of one or more assets

c.A  significant change in the technological environment in which an asset is

employed making its software effectively obsolete

d.The  carrying amount of an entity*s net assets being below the entit/s market

capitalisation

e.An  unexpected fall in the market value of one or more assets



iii)What  is the total impairment loss associated with Aphrodite's machine at 1

October 20X6? (3 marks)

iv)The  accountant has decided that it is too difficult to reliably attribute cash flows

to this one machine and that it would be more accurate to calculate the impairment

on the basis of the factory as a cash-generating unit. In accordance with IAS 36

Impairment of Assets, which TWO of the following are TRUE regarding cash

generating units? (2 marks)
a.A  cash-generating unit to which goodwill has been allocated should be tested for

impairment every five years.

b.A  cash-generating unit must be a subsidiary of the parent.

c.There  is no need to consistently identify cash-generating units based on the

same types of asset from period to period.

d.A  cash-generating unit is the smallest identifiable group of assets for which

independent cash flows can be identified.

e.Assets  in a cash-generating unit should never be impaired below their

recoverable amount.

v) On 1 July 20X7, it is discovered that the damage to the machine is worse than

originally thought. The machine is now considered to be worthless and the

recoverable amount of the factory as a cash-generating unit is estimated to be

$950,000. At 1 July 20X7, the cash-generating unit comprises the following assets:

$000

Building 500

Plant and equipment (including the damaged machine at a carrying

amount of $35,000)

335

Goodwill 85

Net current assets (at recoverable amount) 250

1,170

In accordance with IAS 36 Impairment of Assets, what will be the carrying amount

of Aphrodite's plant and equipment when the impairment loss has been allocated

to the cash-generating unit? (5 marks)

3. LA company issues 0% loan notes at their nominal value of $40,000. The loan

notes are repayable at a premium of $11,800 after 3 years. The effective rate of

interest is 9%.What amount will be recorded as a financial liability when the loan



notes are issued? What amounts will be shown in the statement of profit or loss

and statement of financial position for years 1-3? (7 Marks)
ILA company issues 4% loan notes with a nominal value of $20,000. The loan

notes are issued at a discount of 2.5% and $534 of issue costs are incurred. The

loan notes will be repayable at a premium of 10% after 5 years. The effective rate

of interest is 7%. What amount will be recorded as a financial liability when the

loan notes are issued? What amounts will be shown in the statement of profit or

loss and statement of financial position for year 1? (8 Marks)

4. On 1 January 20X6 Lotso entered into an agreement to lease new machinery

under a 5 year lease, with $300,000 payable on 31 December each year. The

asset has a useful life of 6 years, and ownership transfers to Lotso at the end of

the lease. The interest rate implicit in the lease is 6% and the present value of the

lease payments is $1,263,000.On 1 January 20X6 Lotso sold its head office to a

finance company, but continued to use the head office for the remainder of its 20-

year estimated useful life under a lease agreement. The carrying amount of the

head office on 1 January 20X6 was $10 million and the fair value of the asset and

sale proceeds received on 1 January 20X6 were $11.5 million.

i) What would be the finance cost in respect of the machinery lease for the year

ended 31 December 20X6? (3 marks)

ii) What current liability (to the nearest thousand) will be recorded in Lotso's

statement of financial position as at 31 December 20X6 in relation to the

machinery lease? (4 marks)

iii) What is the carrying amount of the right-of-use machinery asset as at 31

December 20X6? (3 marks)

iv) What would be the carrying amount of the head office at 31 December 20X6? (3

marks)

v) Identify if the statements below are true or false (2 marks)

Statement 1: In a sale and leaseback transaction, no profit will be recognised by

the lessee.

Statement 2: In a sale and leaseback transaction, the sale proceeds will usually be

treated as a loan to the lessee.

Section B

Answer any TWO of the following: (2x10= 20)

5- Wilson received an $18 million 5% loan on 1 January 20X8 to finance the

construction of a new factory. As the funds were not all required immediately



Wilson invested $6 million in 2% bonds until 31 May 20X8. Construction of the

factory began on 1 March 20X8 and was completed on 31 December 20X8.

Calculate the amount of interest to be capitalized in respect of the factory as at 31

December 20X8.

6. I.Rural has the following two lines of business that have been disposed of in the

year:

• Sector X operated in Country A. Rural has no other operations in Country

A, and Sector X produced 0.5% of the total revenue of Rural.

• Sector Y operated in the same country as the Rural head office. It sold a

different product from the other components of Rural, and contributed

10% of the total revenue of Rural Co.

Which of these sectors, if either, should be disclosed as a discontinued operation

in the current year? (2 marks)

II. What is the primary reason why discontinued operations are presented

separately within financial statements? (2 marks)

a.To  show an accurate valuation of the business

b.To  enhance the predictive nature of financial statements

c.lb  make the financial statements easier to understand

d. So the financial statements are verifiable

III. At 1 April 20X4, Tilly owned a property with a carrying amount of $800,000

which had a remaining estimated life of 16 years, and was carried under the cost

model. On 1 October 20X4, Tilly decided to sell the property and correctly

classified it as being 'held-for-sale'. A property agent reported that the property's

fair value less costs to sell at 1 October 20X4 was expected to be $790,500 which

had not changed at 31 March 20X5. What should be the carrying amount of the

property in Tilly's statement of financial position as at 31 March 20X5? (6 marks)

7. I. The following costs relate to a unit of goods: Cost of raw materials $1, Direct

labour $0.50 During the year $60,000 of production overheads were incurred.

8,000 units were produced during the year which is lower than the normal level of

10,000 units. This was as a result of a fault with some machinery which resulted in

2,000 units having to be scrapped. At the year-end, 700 units are in closing

inventory. What is the value of closing inventory? (5 marks)

II.Posh pic has the following units in inventory at the end of 20X9.

Units Cost per unit ($)

Raw materials 5,000 25



Work in progress 2,000 30

Finished goods 1,000 35

Finished items usually sell for $50 per unit. However, water damage caused by

improper storage of inventory will mean that 300 units of finished goods will be sold

at 60% of the normal selling price less costs to sell of $5 per item. A further $5.50

per unit is still to be incurred to finish off the items of work in progress. In

accordance with IAS 2 Inventories, at what amount should inventories be stated in

the statement of financial position of Posh pic as at the end of 20X9? (5 marks)

8. ABC Co has a year end of 31 December 20X1 and uses the dollar ($) as its

functional currency. On 25 October 20X1 ABC Co buys goods from a Swedish

supplier for Swedish Krona (SWK) 286,000.

Rates of exchange:

25 October 20X1 $1 = SWK 11.16

16 November 20X1 $1 = SWK 10.87

31 December 20X1 $1 = SWK 11.02

Show the accounting treatment for the above transactions if:

a.A  payment of SWK286.000 is made on 16 November 20X1.

b.The  amount owed remains outstanding at the year-end date.

Section C

Answer any TWO of the following: (2x5= 10)

9. An entity owns two buildings, A and B, which are currently recorded in the books at

carrying amounts of $170,000 and $330,000 respectively. Both buildings have

recently been valued as follows:

Building A $400,000 and Building B $250,000

The entity currently has a balance on the revaluation surplus of $50,000 which

arose when building A was revalued several years ago. Building B has not

previously been revalued.What double entry will need to be made to record the

revaluations of buildings A and B?

10・ l. According to IFRS 5 Non-current Assets Held for Sale and Discontinued

Operations which TWO of the following relate to the criteria for an asset held for

sale? (1 mark)

a.The  item must be a major line of operations or geographical area

b.The  asset must be available for immediate sale



c.The  sale is expected to be completed within the next three months

d. A reasonable price has been set

II. According to IFRS 5 Non-current Assets Held for Sale and Discontinued

Operations which of the following amounts in respect of a discontinued operation

must be shown on the face of the statement of profit or loss? (2 marks)

i)Revenue

ii)Gross  profit

iii)Profit  after tax

iv)Operating  profit

a. All of the above

b.(iii) only

c.(iii)  and (iv)

d. (iv) only

III. According to IFRS 5 Non-current Assets Held for Sale and Discontinued

Operations how should non-current assets held for sale be valued? (2 marks)

a. Lower of the carrying amount or the fair value

b. Lower of the carrying amount or the fair value less costs of disposal

c. Higher of the carrying amount or the fair value

d. Higher of the carrying amount or the fair value less costs of disposal

11. An entity bought land on credit for Kr100,000 when the exchange rate was

1Kr/$0.85. At the year end the entity had not paid its supplier. The exchange rate at

the year-end was 1Kr/$0.92. What amounts would be recorded in the financial

statements at year-end?

12.1.Faithful representation is a fundamental characteristic of useful information within

the International Accounting Standards Board's Conceptual Framework for

financial reporting. Which of the following treatments applies the principle of faithful

representation? (1 Mark)

a.Reporting a transaction based on its legal status rather than its economic

substance.

b.Excluding a subsidiary from consolidation because its activities are not

compatible with those of the rest of the group.

c.Recording  the whole of the net proceeds from the issue of a loan note which is

potentially convertible to equity shares as a liability.

d.Allocating  part of the sales proceeds of a motor vehicle to interest received even

though it was sold with interest-free finance.



ILTynan's year end is 30 September 20X4 and a number of potential liabilities have

been identified.Which of the following should Tynan recognise as liabilities as at 30

September 20X4? (4 Marks)

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

Liability
一

Not a

liability

The signing of a non-cancellable contract in September 20X4 to

supply goods in the following year on which, due to a pricing

error, a loss will be made.

The cost of a reorganisation which was approved by the board

in August 20X4 but has not yet been implemented,

communicated to interested parties or announced publicly.

An amount of deferred tax relating to the gain on the revaluation

of a property during the current year. Tynan has no intention of

selling the property in the foreseeable future.

The balance on the warranty provision which relates to products

for which there are no outstanding claims and whose warranties

had expired by 30 September 20X4.
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Section A

Answer any TWO of the following: (2x15= 30)

1. Hraxin Co is appraising an investment project which has an expected life of four

years and which will not be repeated. The initial investment, payable at the start of

the first year of operation, is $5 million. Scrap value of $500,000 is expected to

arise at the end of four years. There is some uncertainty about what price can be

charged for the units produced by the investment project, as this is expected to

depend on the future state of the economy. The following forecast of selling prices

and their probabilities has been prepared:

These selling prices are expected to be subject to annual inflation of 4% per year,

regardless of which economic state prevails in the future. Forecast sales and

production volumes, and total nominal variable costs, have already been forecast,
as follows:

Future economic state Weak Medium Strong

Probability of future economic state 35% 50% 15%

Selling price in current price terms $25 per unit $30 per unit' $35 per unit

Year 1 2 3 4

Sales and production (units) 150,000 250,000 400,000 300,000

Nominal variable cost ($000) 2,385 4,200 7,080 5,730

Incremental overheads of $400,000 per year in current price terms will arise as a

result of undertaking the investment project. A large proportion of these overheads

relate to energy costs, which are expected to increase sharply in the future

because of energy supply shortages, so overhead inflation of 10% per year is

expected. The initial investment will attract tax-allowable depreciation on a straight-

line basis over the four-year project life. The rate of corporation tax is 30% and tax

liabilities are paid in the year in which they arise. Hraxin Co has traditionally used a

nominal after-tax discount rate of 11% per year for investment appraisal.
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a) Calculate the expected net present value of the investment project and.
comment on its financial acceptability. (9 marks)
b) Critically discuss if sensitivity analysis will assist Hraxin Co in assessing the risk

of the investment project. (6 marks)

2. PLG Co has annual credit sales of $4.2 million and cost of sales of $1.89 million.

Current assets consist of inventory and accounts receivable. Current liabilities

consist of accounts payable and an overdraft with an average interest rate of 7%
per year. The company gives two months1 credit to its customers and is allowed, on

average, one month*s credit by trade suppliers. It has an operating cycle of three
months.

Other relevant information:

Current ratio of PLG Co 1.4

Cost of long-term finance of PLG Co 11%

a) Discuss the key factors which determine the level of investment in current
assets. (4 marks)
b) Briefly discuss the ways in which factoring can assist in the management of

accounts receivable. (5 marks)
c) Calculate the size of the overdraft of PLG Co, the net working capital of the

company and the total cost of financing its current assets. (6 marks)

3. Melanie Co is considering the acquisition of a new machine with an operating life

of three years. The new machine could be leased for three payments of $55,000,
payable annually in advance.

Alternatively, the machine could be purchased for $160,000 using a bank loan at a

cost of 8% per year. If the machine is purchased, Melanie Co will incur

maintenance costs of $8,000 per year, payable at the end of each year of

operation. The machine would have a residual value of $40,000 at the end of its
three-year life.

Melanie Co's production manager estimates that if maintenance routines were

upgraded, the new machine could be operated for a period of four years with

maintenance costs increasing to $12,000 per year, payable at the end of each year

of operation. If operated for four years, the machine's residual value would fall to

$11,000.

Taxation should be ignored.

(i) Assuming that the new machine is operated for a three-year period,

evaluate whether Melanie Co should use leasing or borrowing as a source of

finance. (7 marks)

(ii) Using a discount rate of 10%, calculate the equivalent annual cost



of purchasing and operating the machine for both three years and four years,

and recommend which replacement interval should be adopted. (8 marks)

4. Pumice Co plans to expand its business operations by opening several new outlets

at a cost of $8m, financed by an issue of loan notes. The company currently

generates credit sales of $80.768m before cost of sales of $27.700m. All sales are

on credit. The current statement of financial position of Pumice Co is as follows:

_________________
I $000

Assets !

Non-current assets 54,070

Current assets

Inventories 4,000

Trade receivables 12,320

Cash and cash equivalents 800

17,120

Total assets 71,190

Equity and liabilities $000

Equity 6,000

Reserves 34,000

Total equity 40,000

Non-current liabilities 18,000

Current liabilities

Trade payables 9,690

Overdraft 3,500

13,190

Total equity and liabilities 71,190

Pumice Co expects that the expansion will increase credit sales by 18.7%, with

cost of sales being 33% of credit sales and profit after tax being $6.818m. Non-

current assets will increase by 11%.

The bank has demanded that Pumice Co*s overdraft be reduced to $3m and the

company expects its cash balance to be $700,000 after the expansion.

Pumice Co has been receiving complaints from its suppliers about late payment

and the company plans to improve its working capital management as part of the

expansion. It expects that the following working capital ratios will result:

Inventory holding period 50 days



Trade receivables payment period 60 days

Trade payables payment period 60 days
The finance director of Pumice Co wishes to investigate how the expansion will

change the following ratios:

i) Trade payables payment period

ii) Current ratio; and
iii) Revenue / net working capital ratio (defining net working capital as inventory

plus trade receivables less trade payables).

Assume that there are 360 days in a year.

Using the information provided:

a) i) Prepare a forecast statement of financial position for Pumice Co

(6 marks)
ii) Calculate the effect of the proposed expansion on the working capital

ratios listed by the finance director. (4 marks)
b) Discuss the ways in which implementing the proposed changes in working

capital represent:

(i) Changes in working capital investment policy for Pumice Co; and (5 marks)

Section B

Answer any TWO of the following: (2x10= 20)

5. Bell Co has decentralised and divisional managers are allowed to make their own

investment decisions subject to confirmation by the main company board. Because

each of the threedivisions (Ding, Dong and Merrily) are subject to different levels of

risk, it has been thought appropriate to use different discount rates in each division.

Ding has been told that its real discount rate is 5%. The general rate of inflation,

based on an index that uses a very wide range of prices, is 2%, In the industry in

which Ding operates, a number of prices are seen to be inflating at 3%.

Dong is assessing a project in which the first of four annual lease payments has

been agreed at $120,000. This is payable in one year's time and subsequent

payments will rise by 4% per year. Dong's proper money cost of capital is 8%.

Merrily is considering investing $1,000,000 in a project, which will produce the

following annual outflows and inflows.

Year 1 2 3
| Outflows ($000) 1,800 2,500 1,500
| Inflows ($000) 2,000 3,000 2,000



The cash flows, which arise at the end of each year, are stated in current year

terms. It is expected that outflows will rise by 3% per year and inflows by 2% per

year. The money cost of capital of the Merrily Division is 9%

a) What is Ding's money discount rate? (3 marks)
b) What is the present value of Dong*s last payment that will be made in four

years1 time (to the nearest $000)? (3 marks)
c) What is the net present value of Merrily's project (to the nearest $000)?

(4 marks)

6. Paisley Co has sales of $20 million for the previous year, receivables at the year-

end of $4 million and the cost of financing receivables is covered by an overdraft at

an interest rate of 12% per year. It is now considering offering a cash discount of

2% for payment of debts within 10 days. Should it be introduced if 40% of

customers will take up the discount?

7. Chris Co currently has total income of $30 million per year, of which 80% is from

credit sales, and a net profit margin of 10%. Due to fierce competition, Chris Co

has lost market share and is looking for ways to win back former customers and to

keep the loyalty of existing customers. The sales director has pointed out that a

major competitor of Chris Co currently offers an early settlement discount of 0.5%

for settlement within 30 days, while Chris Co itself does not offer an early

settlement discount. He/she suggests that if Chris Co could match this early

settlement discount, annual income from credit sales would increase by

20%. Credit customers of Chris Co take an average of 51 days to settle invoices.

Approximately 0.5% of the company*s credit sales have historically become bad

debts each year and written off as irrecoverable. The finance director has been

advised that offering an early settlement discount of 0.5% for payment within 30

days would increase administration costs by $35,000 per year, while 75% of credit

customers would be likely to take the discount. The credit controller believes that

bad debts would fall to 0.375% of credit sales if the early settlement discount were
introduced.

Chris Co has an average short-term cost of finance of 4% per year. Assume that

there are 360 days in each year.

a) Evaluate whether Chris Co should offer the early settlement discount

8. Brooks Co is a decentralised organisation whose different divisions have

approached the matter of cash control in different ways, partly because of their

different circumstances. Assume 365 days in a year.

The Western division is facing a two-year major capital investment programme for



which significant funds need to be raised to meet the steady demand for cash. The

division intends to use the 'Baumol model* to decide when to raise funds, which will

be done by selling off investments currently earning 5% per year. The transaction

cost of these sales will be $500 per transaction and the total amount needed over

the two years is $2,000,000.

The Alpine division has no significant investment plans but finds itself regularly

having to either sell investments to make funds available or invest surplus cash.

This is because of the considerable variation in daily cash inflows, which has been

quantified as having a standard deviation of $7,000. As a result, the division uses

the 'Miller-Orr moder to determine when to invest and when to make sales, using

the same transaction cost and investment rate as the Western division.

The Southern division has just been created to manufacture a product used by

other divisions but mainly sold to outside customers. The coming month, Month 1,

will be spent converting and equipping existing corporate premises at a total cash

cost of $800,000. Production will start in Month 2 and sales in Month 3. Planned
sales volumes are as follows.
| Month 3 4 5 6 7

Sales volume (000s) 10 11 13 16 20

The product will sell for $24 per unit. 20% of sales will be for cash. Of the credit

sales, 25% of credit customers (including other divisions) pay in the month

following the sale, 50% will pay one month later and 25% after another month.

a) How much finance should the Western division raise in a single tranche
according to the Baumol model? (3 marks)
b) What does the Miller-Orr model suggest is the spread between the upper and

lower limits of cash levels that the Alpine division should maintain? (3 marks)
c) What will be the Southern division's cash receipts from sales in Month 5?

(4 marks)

Section C

Answer any TWO of the following: (2x5= 10)

9, Find the present value of the following cash flows:

a; A seven-year annuity of $450 starting immediately. Interest rates are 11%

(2.5 marks)
b) A perpetuity of $14,000 starting at once. Interest rates are 12.5%. (2.5 marks)

^6-/ A company has a 'money' cost of capital of 21% per year. The general rate of

/伽#泌 传 currently estimated at 8% per year. What is the '「eal' cost of capital (to



the nearest whole number)? (2.5 marks)
b) Peach Co's latest results are as follows:

$000

Profit before interest and taxation 2,500

Profit before taxation 2,250

Profit after tax 1,400

In addition, extracts from its latest statement of financial position are as follows:

$000

Equity 10,000

Non-current liabilities 2,500

What is Peach Co's return on capital employed (ROCE)? (2.5 marks)

11 . A cash budget was drawn up as follows:

October November December

$ $ $

Receipts

Credit sales 20,000 11,000 14,500

Cash sales 10,000 4,500 6,000

Payments

Suppliers 13,000 4,200 7,800

Wages 4,600 2,300 3,000

Overheads 3,000 1,750 1,900

Opening cash 500

What is the closing cash balance for December budgeted to be?

12. a) Mention any THREE roles of the treasury function within a firm. (2.5 marks)

b) Mention any THREE money market instruments. (2.5 marks)
***********************
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Section A

Answer any TWO of the following: (2x15= 30)

1・ Nesud Co has credit sales of $45 million per year and on average settles accounts

with trade payables after 60 days. One of its suppliers has offered the company an

early settlement discount of 0.5% for payment within 30 days. Administration costs

will be increased by $500 per year if the early settlement discount is taken. Nesud

Co buys components worth $1.5 million per year from this supplier.

From a different supplier, Nesud Co purchases $2.4 million per year of Component

K at a price of $5 per component. Consumption of Component K can be assumed

to be at a constant rate throughout the year. The company orders components at

the start of each month in order to meet demand and the cost of placing each order

is $248.44. The holding cost for Component K is $1.06 per unit per year.

The finance director of Nesud Co is concerned that approximately 1% of

creditsales turn into irrecoverable debts. In addition, he/she has been advised that

customers of the company take an average of 65 days to settle their accounts,

even though Nesud Co requires settlement within 40 days.

Nesud Co finances working capital from an overdraft costing 4% per year. Assume

there are 360 days in a year.

a) Evaluate whether Nesud Co should accept the early settlement discount offered

by its supplier. (6 marks)
b) Evaluate whether Nesud Co should adopt an economic order quantity approach

to ordering Component K. (9 marks)

2. Dysxa Co is looking to expand the capacity of an existing factory in its Alpha

Division by 850,000 units per year in order to meet increased demand for one of its

products. The expansion will cost $3.2 million. The selling price of the unit is $3.10

per unit and variable costs of production are $1.10 per unit, both in current price

terms. Selling price inflation of 3% per year and variable cost inflation of 6% per
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year are expected. Nominal fixed costs of production have been forecast as

follows:

Year 1 2 3 4

Fixed costs ($) 110,000 205,000 330,000 330,000 i
Dysxa Co has a nominal after-tax weighted average cost of capital of 10% and

pays corporation tax of 20% per year one year in arrears. The company can claim

25% reducing balance tax-allowable depreciation on the full cost of the expansion,

which you should assume is paid at the start of the first year of operation.

Dysxa Co evaluates all investment projects as though they have a project life of

four years and assumes zero scrap value at the end of four years. Dysxa Co has

limited the capital investment funds in its Delta division to $7 million. The division

has identified five possible investment projects, as follows:

Project Initial investment Net present value

A $3,000,000 $6,000,000

B $2,000,000 $3,200,000

C $1,000,000 $1,700,000

D $1,000,000 $2,100,000

E $2,000,000 $3,600,000

These projects are divisible and cannot be deferred or repeated. Projects C and E

are mutually exclusive.

a) Calculate the net present value of the investment project and comment on

its financial acceptability. (8 marks)
b) Determine the net present value of the optimum investment schedule for

Delta division. (3 marks)
c) Discuss TWO ways in which the risk of a project can be assessed. (4 marks)

3. Cabreras Co is a construction company. It uses a large earth moving vehicle called

the Beast to prepare foundations for buildings. It needs to decide whether the

cheapest replacement interval for the Beast is three or four years.

The following details are available:

Cabreras Co purchases the Beast from a manufacturer for $800,000, payable one

year after delivery. Its resale value will fall by 40% of the purchase price at the end

of its first year of operation. The resale value will then reduce by 25% of its

previous year's resale value for each further year of operation.

Yearly maintenance costs are $20,000 at the end of its first year of operations,

rising by 5% per year. Maintenance must be provided in the year of sale.

Yearly fuel costs are $28,000 in the first year rising by $5,000 for each extra year it



is operated.

If the Beast is operated beyond three years it is subject to a government safety and

carbon emissionstest. The test would be paid for and would take place at the

beginning of the fourth year of operation. Correction of any faults discovered by

this test is mandatory. There is an 80% chance that the test and remedial work will

cost Cabreras Co $50,000, and a 20% chance it will cost $120,000.

Cabreras Co's cost of capital is 8%.

Ignore taxation.

Calculate the equivalent annual cost of the three-year and four-year

replacement intervals for the Beast and advise Cabreras Co which replacement

interval to adopt.

4. ABC Co is considering making the following changes in the area of working

capital management:

Inventory management
It has been suggested that the order size for Product PQ5 should be determined

using the economic order quantity model (EOQ).

ABC Co forecasts that demand for Product PQ5 will be 160,000 units in the

coming year and it has traditionally ordered 10% of annual demand per order. The

ordering cost is expected to be $400 per order while the holding cost is expected to

be $5.12 per unit per year. A buffer inventory of 5,000 units of Product PQ5 will be

maintained, whether orders are made by the traditional method or using the

economic ordering quantity model.

Receivables management
ABC Co could introduce an early settlement discount of 1% for customers who pay

within 30 days and at the same time, through improved operational procedures,

maintain a maximum average payment period of 60 days for credit customers who

do not take the discount. It is expected that 25% of credit customers will take the

discount if it were offered. It is expected that administration and operating cost

savings of $753,000 per year will be made after improving operational procedures

and introducing the early settlement discount. Credit sales of ABC Co are currently

$87.6 million per year and trade receivables are currently $18 million. Credit sales

are not expected to change as a result of the changes in receivables management

The company has a cost of short-term finance of 5.5% per year

a) Calculate and comment on whether the proposed changes in receivables

management will be acceptable. Assuming that only 25% of customers take the

early settlement discount, what is the maximum early settlement discount that

could be offered? (8 marks)



b) Discuss the factors that should be considered in formulating a working capital

policy on the management of trade receivables. (7 marks)

Section B

Answer any TWO of the following: (2x10= 20)

5. The following information relates to an investment project, which is being evaluated

by the directors of Comstor Co, a listed company. The initial investment, payable at

the start of the first year of operation, is $3.9 million.

Year 1 2 3 4

Net operating cash flow ($000) 1,200 1,500 1,600 1,580

Scrap value ($000) 100

The directors believe that this investment project will increase shareholder wealth if

it achieves a return on capital employed greater than 15%. As a matter of policy,

the directors require all investment projects to be evaluated using both the payback

and return on capital employed methods. Shareholders have recently criticised the

directors for using these investment appraisal methods, claiming that Comstor Co

ought to be using the academically-preferred net present value method.

The directors have a remuneration package which includes a financial reward for

achieving an annual return on capital employed greater than 15%. The

remuneration package does not include a share option scheme.

a) What is the payback period of the investment project, in years to 2 decimal

places? (5 marks)

b) Based on the average investment method, what is the percentage return on

capital employed of the investment project, to one decimal place? (5 marks)

6. A company expects sales for a new project to be $225,000 in the first year growing

at 5% per year. The project is expected to last for 4 years. Working capital equal to

10% of annual sales is required and needs to be in place at the start of each

year. Calculate the working capital flows for incorporation into the NPV calculation.

7. Warner sells stress-relieving toys and, surprisingly perhaps, is happy with the

progress it is making financially as it is growing and is profitable. There are issues

however about cash flow. An extract from the accounting records for the most

recent financial period (a year) is as follows:

I | $

Credit sales : 480,000

Cash sales \ 80,000



Trade receivables 85,000

Other receivables 12,000,

Credit purchases 212,000

Cash purchases 21,000
■ ■" ■
Trade payables 30,000

Other payables including VAT 26,000

Finished goods inventory at start of year 45,000

Finished goods inventory at end of year 52,000

In one typical cycle of trade (cycle X), goods were ordered on 17/1/15 and

delivered 21 days later, the supplier was paid on 25/2/15. The goods remained in

inventory for 62 days. At which point these goods were sold on credit terms of 60

days. Warner was eventually paid 68 days after the sale was made. Assume there

are 365 days in the year.

a) What is the receivables period from the table data? (2 marks)
b) What is the payables period from the table data? (2 marks)
c) What is the inventory holding period at the year end? (3 marks)
d) For cycle X, what is the cash operating cycle? (3 marks)

8. A company requires 1,000 units of material X per month. The cost per order is $30

regardless of the size of the order. The holding costs are $2.88 per unit per

year. Investigate the total cost of buying the material in quantities of 400, 500, or

600 units at one time. What is the cheapest option? Use the EOQ formula to prove

your answer is correct.

Section C

Answer any TWO of the following: (2x5= 10)

9. a) A company buys a machine for $10,000 and sells it for $2,000 at time 3.

Running costs of the machine are: time 1 = $3,000; time 2 = $5,000; time 3 =

$7,000. If a series of machines are bought, run and sold on an infinite cycle of

replacements, what is the equivalent annual cost of the machine if the discount

rate is 10%? (2.5 marks)
b) A company has four independent projects available:

Capital needed at time 0 ($) NPV($)

Project 1 10,000 30,000

Project 2 8,000 25,000



Project 3 12,000 30,000

Project 4 16,000 36,000

If the company has $32,000 to invest at time 0, and each project is infinitely

divisible, but none can be delayed, what is the maximum NPV that can be earned?

(2.5 marks)

10. a) Mention TWO efficiency targets that a not-for-profit organization might put in

place. (2.5 marks)
b) Mention THREE advantages of having a centralized treasury department un a

large international group of companies. (2.5 marks)

11. Find the present value of the following cash flows:

a) A fifteen-year annuity of $300 starting at T3. Interest rates are 6%. (2.5 marks)
b) A perpetuity of $33,000 commencing at T2. interest rates are 22%. (2.5 marks)

12. a) For the coming year, a company has budgeted sales of $2m per month, 80% of

which will be on credit. It expects its accounts receivable payment period to be

three months. Forecast average inventory and average accounts payable for the

coming year are $10m and $4m respectively. What is the company's working

capital requirement for the coming year (in $m to one decimal place)? (2.5 marks)
b) A company generates $10,000 per month excess cash, which it intends to invest

in short-term securities. The interest rate it can expect to earn on its investment is

5% per year. The transaction costs associated with each separate investment of
funds is constant at $50.

i) What is the optimum amount of cash to be invested in each transaction?

(1 mark)
ii) How many transactions will arise each year? (0.5 mark)
iii) What is the cost of making those transactions per year? (0.5 mark)
iv) What is the opportunity cost of holding cash per year? (0.5 mark)

*****************
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SECTION-A
Answer any TWO questions: (15x2= 30)

1)Compute the Total Income of Mr. Sharan Indian citizen, from the following
particulars if:
He is an (a) ordinarily resident (b) not ordinarily resident (c) non-resident

• Salary received in India including Rs. 50,000 for service rendered in
Russia Rs. 3,90,000

• Agricultural income from land located in America Rs. 1,24,000 out of
which he remits Rs. 65,000 to India

• Dividend received: from foreign company Rs. 24,000 and from Indian
company Rs. 26,000

• Profit on sale of building located in Delhi, received in Italy Rs. 4,12,000
• Interest on deposit with companies in India Rs. 1,00,000 (50% received in

UK)
• Business income from Ranchi, controlled from Katmandu Rs. 3,00,000

(60 % received in Ranchi)
• Business income from Dubai, controlled from Nagaland Rs. 2,60,000
• Gift from friend on the occasion of marriage Rs. 76,000
• Interest on Indian Government securities Rs. 5,500
• Gift from a friend Rs. 3,60,000
• Gift received from relatives Rs. 2,85,000
• Gift from friend in Germany received there Rs. 48,000
• Past untaxed profit brought to India in previous year Rs. 35,000

2)Ms. Harini an employee of a company furnishes the following particulars of his
income for the AY:
Basic salary of Rs. 16,000 p.m.
D.A. of Rs. 4,000 p.m. (60% enters into calculation of retirement benefits)
D.P. Rs. 400 p.m.
C.C.A. Rs. 300 p.m.
Travelling allowance Rs. 800 p.m. (25% spent of family tour)
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Transport allowance Rs. 2,000 p.m.
Education allowance Rs. 700 p.m. (one daughter is studying)
Daily Allowance Rs. 12,000
Project Allowance Rs. 24,000
Hostel allowance Rs. 500 p.m. (no child stays in hostel)
Entertainment allowance Rs. 300 p.m.
Helper allowance Rs. 600 p.m. (she pays Rs. 450 p.m. salary to an office
assistant)
During the year company contributed 15% of her salary to recognized provident
fund to which she also contributes an equal amount. The interest credited to PF
was Rs. 34,000 for the year at 10.5% p.a. She paid income tax of Rs. 14,000,
professional tax of Rs. 3,000 and invested in NSC VIII issue Rs. 2,000. She also
incurred Rs. 2,500 entertainment expenditure.
Compute total income from salary and deductions U/S 80 C for the assessment
year.

3) Mr. Akshay owns four houses:
-The I house of annual municipal value Rs. 44,400 and was occupied by him for
his own residence. He paid Rs. 11,000 as interest on loan taken to buy the house
and Rs. 800 as municipal taxes.
-The II house with annual municipal value of Rs. 1,56,600 was let out at Rs.
10,500 p.m. He paid Rs. 3,600 as interest on loan taken on construction, Rs. 900
as municipal taxes and Rs. 800 as ground rent.
-The FRV of III house is Rs. 2,80,800 p.a. it is let out at Rs. 25,550 p.m. The
tenant has agreed to bear the cost of repairs.
-The annual municipal value of the IV house is Rs. 3,06,000 and was let out at Rs.
21,000 p.m. It remained vacant for three months in PY. Municipal taxes of Rs.
1,100 were not paid.
Compute income from house property for the AY.

4) A. From the following particulars compute the income of Mr. A under the head
income from other sources. A's investment on 1st April were as follows:
7% Rs. 10,000 Haryana Govt.Loan
10% Rs. 18,000 tax free debentures (listed) of a steel company
11% Rs. 15,000 preference shares (listed) of a company
9% Rs. 20,000 debentures of a Tea company
He received during the year:
Rs. 1,000 as interest on POSB a/c
Rs. 2,000 as interest on fixed deposits in Canara Bank
Rs. 800 as interest on loan given to a friend

On 1st September he sold his tea company debentures at a profit of Rs. 1,000 and



purchased Rs. 50,000 9% Indian Railway Bonds for Rs. 48,000. For this purpose
he borrowed a loan of Rs. 30,000 from his friend at 8%. The bank commission for
collecting interest was Rs. 250 and for buying and selling securities 1%. The
interest is payable on 1st July and 1st January every year. (10 Marks)

B. Mr. Deepak is the proprietor of a business. His Profit and Loss A/C for the year

ended is a follows:

Rs. Rs.

To opening stock 20,000 By sales 3,42,400

To purchases 1,02,550 By closing stock 18,000

To rent, rates and taxes 2,900
By interest on tax-free GOI
bonds

2,000

To bad debts 1,750
By dividend from foreign
company

3,000

To household expenses 730
By interest on Karnataka
Govt, loan

2,400

lb interest on bank loan 1,500 By Income tax refund 3,000

|Tb provision for
depreciation

1,450

lb provision for tax 1,200

lb net profit 2,38,720

I.. 3,70,800 3,70,800

Following further information is given:
-Actual bad debts written off during the year amounted to Rs. 550.
-Amount of income tax actually paid during the year is Rs. 4,200.
-Depreciation allowable is Rs. 1,900 as per income tax rules.
-Bank Loan is taken for business purpose.
Compute the business income for the PY. (5 Marks)

Answer any FOUR questions :

SECTION 一 B

(5x4= 20)

5) Mr. Sitaram an individual, a resident of Amritsar left India for England for higher
studies on 1 August 2016. Thereafter he came to India on vacation from 1 October
2017 to 15 January 2018, from 1 November 2018 to 31 March 2019, from 1
December 2020 to 28 February 2021. He was in India again on a visit from 15
November 2022 to 31 January 2023. Find out his residential status in India for the
AY.



6) Mr. Sharath*s basic is Rs. 6,300 p.m., DA Rs. 1,800 p.m.( under terms of
employment) and HRA Rs. 1,500 p.m. He stayed in a rented house paying a rent
of Rs. 2,000 p.m. till 31st December when he shifted his residence to his newly
built house. Find out the taxable HRA.

7) Mr. Srinath retires on 6 January 2023 from Madras Automobiles Ltd., and receives
Rs. 4,80,000 as gratuity after serving for 32 years and 8 months. His last salary
drawn was Rs. 25,000, whereas the average salary from 1 March to 31 December
2022 was Rs. 24,500. Compute taxable gratuity if he is covered by the Payment of
Gratuity Act of 1972.

8) Mr. Varun's GTI for the PY is Rs. 40,00,000. He makes the following donations
during the PY:
Prime Ministers National Relief Fund Rs. 1,00,000
National Defence Fund Rs. 2,00,000
Rs. 2,00,000 for repairs and renovation of notified Gurudwara
Rs. 1,00,000 to a local college for construction of commerce block
Rs. 10,000 given as aid to a poor student
Rs. 10,000 worth books donated to an approved college
Rs. 1,00,000 to an approved charitable institution
Rs. 50,000 to a municipality duly approved for the purpose of family planning
He deposited Rs. 1,00,000 under Post Office Senior Citizens Savings Scheme.
Compute Tl.

9) Mr. Sudarshan has a residential house property taxable U/S 22. Such a property is
acquired on 12-08-2005 for Rs. 2,00,000. The property is sold on 01-03-2023 for
Rs. 30,00,000. He acquired another residential house on 31-03-2023 for Rs.
17,00,000. He sold the new residential house for Rs. 31,00,000 within the specified
period. Compute his capital gains, (CH for 2005-06: 117; 2022-23: 331)

10) Mr. Das is a registered medical practitioner. He keeps his books on cash basis and
his summarized cash account for the year ended is as follows:

Receipts Rs. Payments Rs.:

To balance b/d 2,22,000 By cost of medicines 36,000

nb loan from bank for private
purpose

3,000 By surgical equipment 1,12,000

To sale of medicines 25,250 By motor car 1,20,000

To consultation fees 55,000 By car expenses
18,000!

To visiting fees 24,000 By salaries
2021-22: 12,000



2022-23: 14,600 26,600
________________________________ _ … 一

To interest on govt, securities 4,500,
______ J

By balance c/d 1,56,750

To rent from property
(not subject to local taxes)

15,600

一

3,49,350 3,49,350

Compute income from profession for the PY taking into account the following

information:
-1/3 of the motor car expenses are in respect of his personal use.
-Depreciation allowable on car is 15% and the surgical equipment is at 15%.

-Cost of Medicine is paid by cash.

SECTION 一 C

Answer any FIVE questions : (2x5= 10)

11) What do you mean by Assessment Year?

12) Mr. Derick was appointed as a manager on 1/08/2019 in the salary grade of
16,000-400-17,600-600-19,400-800-21,800. Compute his total basic salary for the
PY if he is a government employee.

13) State any two perquisites taxable in case of specified employees only.

14) Mr. Bhargav commuted 3/4th of his pension and received Rs.1,80,000. Find his
taxable commuted pension if he does not receive gratuity.

15) From the following particulars of Mr. Amar, find out the deductions allowable to him
U/S 80C:
Contribution to Public Provident Fund Rs. 15,000
Accrued interest NSC VIII issue Rs.8,000
LIC premium on mothers* policy Rs.5,000
Repayment of bank loan borrowed for construction of house made out of
agricultural income Rs.21,000

16) The GTI of Mr, Khan is Rs. 32,00,000. He paid Rs. 19,000 as medical insurance

premium, spent Rs. 6,000 for health checkup. Compute the total income.

17) Determine the annual value of the house in following cases:
Expected Rent Rs. 1,00,000
House let out at Rs. 10,000 p.m.

House tax paid by the owner (10% of municipal value) Rs. 9,000
The house remains vacant for 1 month

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



23COMC222 Reg No : 

CHOICE BASED CREDIT SYSTEM SEMESTER SCHEME

B.Com. NA SEMESTER DEGREE EXAMINATION MAY 2024

COMMERCE

Quantitative Techniques II

Duration:2 Hours Max Marks:60

Section- A(compulsory)

I. Answer The Following Question : 1x20= 20

1- i.(a) Draw the appropriate graph and shade the common region.
x+y<60
3x+y<90
x>0 , y>0 (5 marks)

(b) Find the compound interest if an amount of Rs. 50,000 is deposited in a bank for
one year at the rate of 10% per annum compounded semi annually. (3 marks)
(c) Manoj invests Rs.12,000 at 6% per annum simple interest to obtain a total
amount of Rs.16,320. What is the time for which the amount was invested?
(2 marks)
(d) For the variables x and y, the regression equations are given as 7x- 3y- 18 = 0
and 4x-y- 11 = 0

(i) Find the arithmetic means of x and y.
(ii) Identify the regression equation of y on x.
(iii) Compute the correlation coefficient between x and y.
(iv) Given the variance of x is 9, find the SD of y (10 marks)

Section- B

II. Answer any Four of the following : 4x10= 40

2- (a) 3-digit numbers that can be formed out of the numbers 0, 1, 2, 3, 4 is (3 marks)
(b) 10 points are marked on the circumference of a circle.Find the number of chords
obtained by joining these in pairs. ( 2 marks)
(c ) Between 9 and 10 AM, the average number of phone calls per minute coming
into the switchboard of a company is 4. Find the probability that during one
particular minute, there will be,

1. no phone calls

2. at most 3 phone calls (given e-4 = 0.018316) (5 marks)
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3.(a)  In what time will a sum Rs. 800 amounts to Rs. 882 at 6% p.a. compounded
annually (2 marks)
(b)The difference between the S.l and the C.l on 2,500 for 2 years at 5% p.a is
(3 marks)
(c ) An experiment succeeds thrice as after it fails. If the experiment is repeated 5

times, what is the probability of having no success at all? (5 marks)

4. (a) If X= {a, b, c, d ,e} and Y = {f, b, d, g,e), find (i) X-Y (ii) Y-X (iii) X D Y
(3 marks)

(b) Write down all subsets of {a, b,c} ( 2 marks)
(c ) While computing rank correlation coefficient between profit and investment for

the last 6 years of a company the difference in rank for a year was taken 3 instead
of 4. What is the rectified rank correlation coefficient if it is known that the original
value of rank correlation coefficient was 0.4? (5 marks)

5. <a) Show that the relation R in the set {1,2, 3,4} given by R = ((1, 1), (2, 2), (3, 3),
(4,4),(1, 2), (2, 3)} is reflexive but neither symmetric nor transitive. (3 marks)
(b) If H=(1,2,3), G={4,5,6}. Find H x G and G x H. are they equal? (2marks)
(c) The mean of a normal distribution is 500 and 16 per cent of the values are
greater than 600. What is the standard deviation of the distribution? (Given that the
area between z = 0 to z = 1 is 0.34) (5 marks)

o X
, (a) Differentiate y with respect to x using logarithmic differentiation. (5 marks)
(b) For two variables x and y, it is known that cov (x, y) = 8, r = 0.4, variance of x is
16 and sum of squares of deviation of y from its mean is 250. The number of
observations for this bivariate data is (5 marks)

*******★***★*★★*★******★••★★**
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Section- A(compulsory)

1x20= 20I ・ Answer The Following Question :

1. Explain the Non-technical measures commonly practiced in respect of imports.

Section- B

4x10= 40li. Answer any Four of the following :

Particulars

1,891Net national product at market price

45

175Indirect taxes

30Subsidies

10Saving of non-departmental enterprises

15Interest on National debt

35Current transfers from government

20Current transfers from rest of the world

25Saving of private corporate sector

25Corporate profit tax

Rs. in Crores

Compensation of employees 1,200

Net factor income from Abroad 20

Net indirect taxes 120

800Profit

Income from property and entrepreneurship accruing
to government administrative departments

2. (a) From the following data, estimate National Income and Personal Income.
(5 marks)

Rs. in Crores

(b) Calculate Nl with the help of Expenditure method and income method with the

help of following data: (5 marks)

Particulars
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Private final consumption expenditure 2,000

Net domestic capital formation 770

Consumption of fixed capital 130

Rent 400

Interest 620

Mixed income of self-employed 700

Net export 30

Govt, final consumption expenditure 1,100

Operating surplus 1,820

Employer's contribution to social security scheme 300

3. Explain the Redistribution function of the Government in a market economy.

4. (a) State any five reasons that causes leakages in an economy. (5 marks)

(b) Suppose we have the following data about a simple economy:

C = 10 + 0.75Yd, I = 50, G = T = 20, where C is consumption, I is investment, Yd is
disposable income, G is government expenditure and T is tax, find out the

equilibrium level of national income. What is the size of the multiplier? (3 marks)

(c) Suppose in a country investment increases by Rs. 250 Crores and consumption
is given by C = 10 + 0.6Y (where C = consumption and Y = income). How much
increase will take place in income? ( 2 marks)

5. (a) If the required reserve ratio is 10 percent, currency in circulation is Rs. 400

billion, demand deposits are Rs. 1000 billion, and excess reserves total Rs. 1 billion,
find the value of money multiplier. (5 marks)
(b) Compute credit multiplier if the required reserved ratio is 10% and 12.5% for

every Rs. 1,00,000 deposited in the banking system. What will be the total credit

money created by the banking system in each case? ( 5 marks)

6. Despite phenomenal increase in output of both food crops and commercial crops,

Indian agriculture faces many issues. Explain the challenges faced by agriculture in
India.

************************
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SECTION-A

Answer any TWO questions: (15*2= 30)

1) Explain the classification of BPS.

2) Elaborate and explain the Supply Chain Management Offerings of BPS.

3) Explain the impact of Artificial Intelligence in Contract Life Cycle Management

4) Elaborate on Data Governance and Data Stewardship.

SECTION - B

Answer any FOUR questions : (5x4= 20)

5) State the major areas of BPS Sector.

6) Write a note on Master Data Management and its workflow activities.

7) What is Warranty Management? State the important components of Warranty

Management.

8) Explain a. Reverse logistics b.Green logistics c. Spare Management and Return

Material Authorisation.

9) Briefly state the key functions and benefits of Warehousing.

10) Summerize the concept of a) Order Administration

b) Order Fulfilment

SECTION - C

Answer any FIVE questions : (2x5= 10)

11) What is comprehensive service in BPS?

12) What is a. Bar coding b. ERP c. Data Warehousing?

B.Com


13) Define Contract Lifecycle Management.

14) What is a Helpdesk?

15) Write a note on Order Management.

16) What is Periodic System?

17) What is a Public Company?

**************
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SECTION-A

Answer any TWO questions: (15乂2= 30)

1) Explain the obligations of a Banker towards a customer.

2) Explain the various objectives of investment.

3) What is Customer service? Explain various reasons card holder approach bank.

4) Explain the numerous accepted methods of payment used in international trade.

SECTION - B

Answer any FOUR questions : (5*4= 20)

5) Explain the Bankers Right of set off.

6) Explain the different types of Bonds.

7) Explain the types of Credit Cards.

8) Write a short note on Know Your Customer.

9) Write a short note on a) Loan Types b) Loan Concepts and Terms

1 °) Explain the merits of Demat Account.

SECTION - C

Answer any FIVE questions : (2x5= 10)

11) State the forms of Money laundering.

12) Explain any two modes of Communication.

13) What is meant by Non face to face transaction?

14) What is meant by the Bill of Exchange?

15) List the risks involved in International Trade.

16) What is Financial Messaging?

17) What is a VOSTRO Account?

B.Com
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SECTION-A
Answer any Two question: (2x15=30 marks)
1. George Inc. is a manufacturer of a single product and is starting to develop a budget for

the coming year. Because cost of goods manufactured is the biggest item, George's senior
management is reviewing how costs are calculated. In addition, senior management wants
to develop a budgeting system that motivates managers and other workers to work toward
the corporate goals. George has incurred the following costs to make 100,000 units during
the month of September.
Materials $400,000
Direct labor 100,000
Variable manufacturing overhead 20,000
Variable selling and administrative costs 80,000
Fixed manufacturing overhead 200,000
Fixed selling and administrative costs 300,000
George Inc/s September 1 inventory consisted of 10,000 units valued at $72,000 using
absorption costing. Total fixed costs and variable costs per unit have not changed during
the past few months. In September, George sold 106,000 units at $12 per unit.
Required:
a. Using absorption costing, calculate George's September manufacturing cost per unit,

George's September 30 inventory value, and George's September net income.
(3 marks)

b. Using variable costing, calculate George's September manufacturing cost per unit,
George5s September 30 inventory value, and George's September net income.

(3 marks)
c. Identify and explain one reason why the income calculated in the previous two

questions might differ. (3 marks)
d. Identify and discuss one advantage of using absorption costing and variable costing.

(3 marks)
e. Identify one strength and one weakness each of authoritative budgeting and

participative Budgeting. Identify and explain which of these budgeting methods will
work best for George Inc. (3 marks)

2. Brown Printing, a small family-owned business, began operations on March 1,
manufacturing premium quality books. The owners have expertise in printing but no
accounting knowledge or experience. The company's independent accountant compiled
the following data fbr the month of March. They have also requested an income
statement.
Sales price $90 per book
Number of units produced 15,000 books
Number of units sold 10,000 books
Direct materials cost $15 per book
Direct labor cost $6 per book
Variable manufacturing overhead $4 per book
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Fixed manufacturing overhead $240,000 per month
Selling cost 3 per book
Administrative expenses $160,000 per month
The owners want to understand these numbers and how they can use the infonnation to
run the business.
Required:
a. Define and explain absorption costing and variable costing. (3 marks)
b. Calculate the unit cost of goods sold and prepare the income statement for March

using variable costing. (3 marks)
c. Calculate the unit cost of goods sold and prepare the income statement for March

using absorption costing. (3 marks)
d. Identify and describe two advantages of using variable costing and two limitations of

using absorption costing. (3 marks)
e. Explain why there is a difference in net income between variable costing and

absorption costing. Show your calculations. (3 marks)

3. a. Define and differentiate between preventive and detective internal controls. Provide
examples of each type in a business context. (3 marks)

b. Explain the components of the COSO framework and discuss their significance in
ensuring effective internal controls within an organization. (3 marks)

c. What are the primary objectives of internal controls? Discuss how these objectives
contribute to enhancing organizational performance and minimizing risks. (3 marks)

d. Outline the responsibilities of an audit committee within a corporate governance
structure. Explain how these responsibilities contribute to ensuring transparency and
accountability within the organization. (3 marks)

e. Describe the role of the Public Company Accounting Oversight Board (PCAOB) in
corporate governance. Discuss its importance in maintaining the integrity of financial
reporting in public companies. (3 marks)

SECTION-B
Answer any Two question: (2x10=20 marks)

4. a. The marketing manager of Ames Company has learned the following about a new
product that is being introduced by Ames. Sales of this product are planned at $100,000
fbr the first year. Sales commission expense is budgeted at 8% of sales plus the marketing
manager's incentive budgeted at an additional %%. The preparation of a product brochure
will require 20 hours of marketing salaried staff time at an average rate of $100 per hour,
and 10 hours, at $150 per hour, for an outside illustrator's effort. Compute variable
marketing cost fbr this new product. (2 marks)

b. Kimber Company has the following unit cost fbr the current year.
i. Raw material $20.00

ii. Direct labor 25.00
iii. Variable manufacturing overhead 10.00
iv. Fixed manufacturing overhead 15.00
v. Total unit cost $70.00

Fixed manufacturing cost is based on an annual activity level of 8,000 units. Based on
these data, show cost sheet for manufacture of 9,000 units and 12000 units. (2 marks)

c. A review of Plunkett Corporation's accounting records fbr last year disclosed the
following selected information.
Variable costs



i. Direct materials used $ 56,000
ii. Direct labor 179,100

iii. Manufacturing overhead 154,000
iv. Selling costs 108,400

Fixed costs
i. Manufacturing overhead 267,000

ii. Selling costs 121,000
iii. Administrative costs 235,900

In addition, the company suffered a $27,700 uninsured factory fire loss during the year.
What were Plunkett's product costs and period costs for last year? (2 marks)

d. Manchester Airlines is in the process of preparing a contribution margin income
statement that will allow a detailed look at its variable costs and profitability of
operations. Which one of the following cost combinations should be used to evaluate
the variable cost per flight of the company's Boston Las Vegas flights? (2 marks)
i. Flight crew salary, fuel and engine maintenance

ii. Fuel, food service and airport landing fees
iii. Airplane depreciation, baggage handling and airline marketing
iv. Communication system operation, food service, and ramp personnel.

e. A company planned to produce 50,000 units with $500,000 of manufacturing
overhead. The budgeted machine hours per unit is two hours. The company9s actual
results indicated it spent $505,000 fbr manufacturing overhead, produced 49,000
units, and used 99,000 machine hours. Under a standard cost system that allocates
overhead based upon machine hours, calculate the manufacturing overhead traced to
the products. (2 marks)

5. a. Swift Co. produces three types of men's undershirts: T-shirts, V-neck shirts, and polo
shirts. In the Folding and Packaging Department, operations costing is used to apply costs
to individual units, based on the standard time allowed to fold and package each type of
undershirt. The standard time to fold and package each type of undershirt is as follows:

T-shirt: 45 seconds per shirt
V-neck shirt: 40 seconds per shirt
Polo shirt: 30 seconds per shirt
During the month of June, Swift produced and sold 60,000 T-shirts, 25,000 V-neck shirts,
and 15,000 polo shirts. If costs in the Folding and Packaging Department were $90,500
during June, how much folding and packaging cost should be applied to each T-shirt, V-
Neck shirt, and Polo shirt? What will be the total cost allocated to each type of shirt?

(2 marks)
b. Explain the treatment as product vs. period cost of (i) machinery depreciation,

(ii) administrative salaries, under absorption costing and variable costing. (2 marks)
c. During the month of July, Miller Corporation sold 800 units. The cost per unit for

July was as follows:
Direct materials: $6.00
Direct labor: $3.50
Variable manufacturing overhead: $1.20
Fixed manufacturing overhead: $1.80
Variable administrative costs: $0.60
Fixed administrative costs: $4.00
Total: $17.10



July's income using absorption costing was $7,500. The income for July, if variable
costing had been used, would have been $7,000. Compute the number of units
actually produced. (2 marks)

d. Explain the treatment of fixed costs under absorption costing versus variable costing.
(2 marks)

e. Explain the meaning of product and period costs with examples. (2 marks)

6. a. Global Tech Inc. is implementing a new data governance framework to enhance the
management and utilization of its data assets. Define data governance and discuss its
importance in ensuring data quality, security, and compliance within organizations.
Provide examples of data governance practices. (2 marks)
b. Explain the concept of technology-enabled finance transformation and its significance

in modernizing finance functions within organizations. Discuss the key technologies
involved in finance transformation initiatives and their impact on organizational
efficiency and decision-making. (2 marks)

c. Big Data Corp, collected a vast amount of customer data and is exploring ways to
leverage data analytics fbr business insights. Define data analytics and describe its
role in transforming raw data into actionable insights to support decision-making and
strategic planning. Provide examples of data analytics techniques. (2 marks)

d. Discuss the challenges and benefits associated with implementing a data governance
framework in organizations. Explain how effective data governance can mitigate risks
and optimize the value of data assets. (2 marks)

e. XYZ Corporation is undergoing a technology-enabled finance transformation
initiative to streamline its financial processes. Identify and discuss the key steps
involved in finance transformation projects, from planning to implementation.
Highlight the role of technology in driving finance transformation. (2 marks)

SECTION-C
Answer any Two question: (2x5=10 marks)

7. Kimbeth Manufacturing uses a process cost system to manufacture Dust Density Sensors
for the mining industry. The following information pertains to operations fbr the month of
May: Units Beginning work-in-process inventory, May 1 16,000
Started in production during May 100,000
Completed production during May 92,000
Ending work-in-process inventory, May 31 24,000
The beginning inventory was 60 percent complete fbr materials and 20 percent complete
for conversion costs.
The ending inventory was 90 percent complete for materials and 40 percent complete fbr
conversion costs.
Costs pertaining to the month of May are as follows:
Beginning inventory costs are: materials, $54,560; direct labor, $20,320; and factory
overhead, $15,240.
Costs incurred during May are: materials used, $468,000; direct labor, $182,880; and
factory overhead, $391,160.
Assuming the company used FIFO method of valuation calculate the following:

i. Number of equivalent units fbr materials (2 marks)
ii・ Number of equivalent units for conversion costs. (2 marks)

iii. Value of Closing stock. (1 mark)



8. Chem Co operates a chemical processing plant where it produces two main products:
Product Alpha and Product Beta. During the month of August, Chem Co processed 6,000
gallons of raw material, resulting in the production of 2,500 gallons of Product Alpha and
3,500 gallons of Product Beta. The joint production costs incurred during August
amounted to $60,000.

The selling prices per gallon for Product Alpha and Product Beta are $25 and $35,
respectively. ChemCo allocates joint production costs based on the relative sales value of
the final products.

a. Calculate the joint production cost allocation fbr each gallon of Product Alpha and
Product Beta using the relative sales value method. (2 marks)

b. Determine the total sales value of Product Alpha and Product Beta for the month of
August based on the given selling prices per gallon. (2 marks)

c. Determine the value of closing stock for Product Alpha and Product Beta at the end of
August. (1 mark)

9. a. Define the term "Accounting Information System (AIS)n and explain its importance in
modem business operations. (2 marks)

b. Discuss the concept of AIS (Business) Cycles and provide examples of different
cycles that are typically found in organizations. (2 marks)

c. Differentiate between Financial and Non-financial Systems in the context of AIS and
elucidate their respective roles within an organization. (1 snarks)
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Section- A(compulsory)

I. Answer The Following Question : 1x20= 20

1 A. Following notes pertain to the Balance Sheet of Solid Ltd. as at 31st March,

2022:

Rs.

Authorised capital:

10,000 12% Preference shares of Rs. 10 each 1,00,000

1,00,000 Equity shares of Rs. 10 each 10,00,000

；11,00,000

Issued and Subscribed capital:

8,000 12% Preference shares of Rs. 10 each fully paid 80,000

90,000 Equity shares of Rs. 10 each, Rs. 8 paid up 7,20,000

Reserves and Surplus :

General reserve 1,60,000

Revaluation reserve 35,000

Securities premium (collected in cash) 20,000

Profit and Loss Account 2,05,000

Secured Loan:

12% Debentures @ Rs. 100 each 5,00,000

On 1st April, 2022 the Company has made final call @ Rs. 2 each on 90,000 equity

shares. The call money was received by 20th April, 2022. Thereafter the company

decided to capitalise its reserves by way of bonus at the rate of one share for every

four shares held. Show necessary entries in the books of the company and prepare

the extract of the Balance Sheet immediately after bonus issue assuming that the

company has passed necessary resolution at its general body meeting for

increasing the authorised capital. (14 marks)
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B. State True and false WITH REASONS:
1. Earning per share gets increased after bonus issue.
2. Issued share capital including issue of rights shares and bonus shares rnay be

more than the Authorised capital.
3. Rights issue of shares results in decrease of market value of per share in

comparison to market price before rights issue.
4. Right shares are normally offered at a price more than the cum-right value of

the share, causing dilution in its value post-right issue. (6 marks)

Sectioni-B

II. Answer any Four of the following : 4x10= 40

2 The Sportswriters Club gives the following Receipts and Payments Account for the

year ended March 31, 2018:

Receipts Rs. Payments Rs.

lb Balance b/d 4,820.00 By Salaries

By Rent and

12,000.00

7,220.00lb Subscriptions 28,600.00
electricity

To Miscellaneous
1,000.00

income
700.00 By Library books

To Interest on

Fixed deposit
2,000.00

By Magazines and
2,172.00

newspapers

By Sundry expenses 10,278.00

By Sports

equipments
1,000.00

By Balance c/d 2,450.00

Total 36,120.00 Total 36,120.00

Figures of other assets and liabilities are furnished as follows:

Particulars
As at 31st march

2017

As at 31st march

2018

Salaries outstanding 710.00 170.00

Outstanding rent & electricity 864.00 973.00

Outstanding for magazines and

newspapers
226.00 340.00

Fixed Deposit (10%) with bank 20,000.00 20,000.00



Interest accrued thereon 500.00 500.00

Subscription receivable 1,263.00 1,575.00

Prepaid expenses 417.00 620.00

Furniture 9,600.00

Sports equipments 7,200.00

Library books 5,000.00

The closing values of furniture and sports equipments are to be determined after

charging depreciation at 10% and 20% p.a. respectively inclusive of the additions, if

any, during the year. The Club's library books are revalued at the end of every year

and the value at the end of March 31, 2018 was Rs.5,250.

From the above information you are required to prepare:

a) The Club's Balance Sheet as at March 31, 2017;

b) The Club's Income and Expenditure Account for the year ended March 31,2018,

(Closing Balance sheet need now be shown.)

3 Mr. Mohan gives you the following trial balance and some other information:

Trial Balance as on 31st March, 2022

Particulars Rs. Rs.

Capital 6,50,000

Sales 9,70,000

Purchases 4,30,000

Opening Inventory 1,10,000

Freights Inward 40,000

Salaries 2,10,000

Other Administration Expenses 1,50,000

Furniture 3,50,000

Trade receivables and Trade payables 2,10,000 1,90,000

Returns 20,000 12,000

Discounts 19,000 9,000

Bad Debts 5,000

Investments in Government Securities 1,00,000

Cash in Hand and Cash at Bank 1,89,000

Input CGST 10,000

Input SGST 10,000

Output CGST 8,000



Other Information:

Output SGST 8,000

Output IGST 6,000

Total 18,53,000 18,53,000

i) Closing Inventory was Rs. 1,80,000;

ii) Depreciate Furniture @10% p.a.
Prepare Trading and Profit and Loss Account for the year ended on 31.3.2022 and

Balance Sheet of Mr. Mohan as on that date.

4. Priya owed Rs.5,00,000 to Pratika. On 1st October, 2022, Priya accepted a bill

drawn by Pratika for the amount at 3 months. Pratika got the bill discounted with his

bank for Rs.4,95,000 on 3rd October, 2022.

Being unable to pay the amount on due date, Priya approached Pratika for renewal

of the bill. Pratika agreed on the conditions that Rs. 2,50,000 be paid immediately

together with interest on the remaining amount at 10% per annum for 3 months and

for the balance, Priya should accept a new bill at three months.

These arrangements were carried out. But afterwards, Priya became insolvent and

60% of the amount could be recovered from his estate.

Pass journal entries (with narration) in the books of Pratika.

5. A) Agrotech Ltd. issued 150 lakh 9% debentures of Rs 100 each at a discount of

6%, redeemable at a premium of 5% after 3 years payable as Rs 50 on

application and Rs 44 on allotment. Record necessary journal entries for issue of

debentures.

B) Explain the purpose for raising of debenture by the company. Also give the main

features of debentures.

6- X, Y, and Z are partners of the firm XYZ and Co., sharing Profits and Losses in the

ratio of 4:3:2. Following is the Balance Sheet of the firm as on 31st March, 2022:

Liabilities Rs. Assets Rs.

Partners1 Capitals: Fixed Assets 5,00,000

X 4,00,000 Stock in trade 3,00,000

Y 3,00,000 Sundry debtors 5,00,000

Z 2,00,000 Cash in hand 10,000

General Reserve 90,000



Sundry Creditors 3,20,000

13,10,000 13,10,000

Partners of the firm decided to dissolve the firm on the above-said date. Fixed

assets realized Rs.5,20,000 and book debts Rs. 4,40,000. Stocks were valued at

Rs. 2,50,000 and it was taken over by partner Y. Creditors allowed discount of 5%

and the expenses of realization amounted to Rs. 6,000.

You are required to prepare:

(i) Realization account;

(ii) Partners capital account; and

(iii) Cash account
*********************
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SECTION-A
Answer any TWO questions: (15*2= 30)

1) i)Find the HCF for 506 and 1155 by division method. (6marks)
ii) Find the LCM of 6,10,15 and 30 (5 marks)
iii)Evaluate 岑(4 marks )

2) a)Solve the equation re2 + lOx + 24 = 0 by using factorisation and Shridhara

Acharaya method and interpret the result. (8 Marks)
b)The cost of eight mathematics and four statistics book is Rs.432 and the cost of
five mathematis and three statistics book is Rs.294. Find the cost of each
book. (7 Marks)

3) A. Suppose A = (a, b, c} and B = (b, c, d). Calculate the union and intersection of
sets A and B.(5 Marks)
B. In a class of 40 students 20 have opted for Economics, 12 have opted for
Statistics and 8 have taken both Economics and Statistics. Find the number of
students who have taken either Economics or Statistics. Verify the answer with
Venn Diagram.(10 marks)

)= ( ： ；)p=(二 CalculateO + P. (5 Marks)

ii) Prove that for any matrix C = ( °】j) , the equation C2 + / = 0 holds

true. (10 marks)

SECTION - B
Answer any FOUR questions : (5x4= 20)

5) Find the LCM of 2/5,3/4 and 4/7.

6) A,B, C invested 70,000, 50,000 and 80,000 respectively in a business. At the

end of the year C received 16,000 as his share in the profit . Find A*s and B*s
share in the profit.

7) Find the number of permutations of the letters of the word INSTITUTION How
many of these begin with I?

B.Com


8) The sides of a triangular plate, immersed in a liquid are 9 cm, 10 cm, and 11cm
respectively. If the total pressure on the plate is 96 grams. Find the pressure per
square centimeter.

9) Solve the following equation for x:10x+5=45

10) The height of a Cone is 16 cms and its base radius is 12 cm. Find the curved
surface area and the total surface area of the cone.

SECTION 一 C

Answer any FIVE questions : (2x5= 10)

11) What is meant by Future Value of an Annuity?

12) Express the following in the form of p/q.
i) 0.25 ii)2.15

13) What is meant by compound ration?

14) Define the complement of a set and provide an example.

15) Define a symmetric matrix and give an example.

16) Find the side length of a square with diagonal 10寸2 cm.

17) Find the area of an equilateral triangle with side length 6 meters.
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