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FINANCIAL ACCOUNTING—I

Paper BC-101

Time : Three Hours] [Maximum Marks : 80

Note : Attempt Five questions in all. Q. No. 1 is compulsory
and is of 20 marks. All other questions carry equal
marks.

1

Compulsory Question 

1. (a) Explain the errors not disclosed by trial balance.

(b) Difference between Provisions and Reserves.

(c) State with reasons whether the following receipts
are capital or revenue in nature—

(i) Received Rs. 1,00,000 as subsidy from the
State Government.

(ii) Received Rs. 8,00,000 from the issue of
shares.
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(iii) Investments purchased in 2017 for Rs. 5 Lac

was sold in 2021 for Rs. 15 Lac.

(iv) Compensation received from Improvement

Trust for compulsory removal of business to

another place.

(i) 1,00,000

(ii) 8,00,000

(iii) 2017 5

2021 15

(iv)

(d) Difference between pro forma invoice and account

sales.

(e) Explain the business entity concept and accounting

period concept. 5×4=20
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2. Define accounting with its characteristics. What are its

main objectives ? Explain the branches of accounting. 15

3. A ledger-keeper could not agree in the trial balance. He

transferred an amount of Rs. 1,859 being excess of the

debit side to the suspense account. The following errors

were subsequently discovered :

(a) Amount payable to Gobind Ram for repairs done to

radio Rs. 1,500 and radio supplied for Rs. 9,500,

were entered in the purchase book as Rs. 10,000.

(b) An item of Rs. 5,000 relating to prepaid insurance

account was omitted to be brought forward from

previous years books.

(c) A discount of Rs. 581 allowed to a customer has

been credited to him as Rs. 562.

(d) An amount Rs. 5,000 due from Rakesh which had

been written off as bad debts in the previous year

was now recovered and had been posted to the

personal account of Rakesh.

(e) Goods purchased for Rs. 1,250 have been posted to

the debit side of the supplier, Vinod & Co.
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(f) Furniture amounting to Rs. 6,500 purchased on credit

from quality furniture company. An entry of

Rs. 5,600 was passed in the purchase book.

(g) Rest of difference was due to wrong total in Sales

A/c in the ledger.

Pass rectifying journal entries and prepare Suspense

Account. 15

1,859

1,500 9,500

10,000

5,000

581

562

5,000
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5,600

4. A company had a balance of Rs. 4,05,000 on 1st April, 2018

in its machinery account. 10% per annum depreciation was

charged by diminishing balance method. On 1st October,

2018, the company sold the part of machinery for Rs. 87,500,

which was purchased on 1st April, 2016 for Rs. 1,20,000 as

a part of it became useless, and on the same date i.e. on

1st October, 2018, a new machine was purchased by the

company for Rs. 2,50,000.

From 2018-19 the directors of the company decided to adopt

the fixed instalment method of depreciation instead of

diminishing balance method. The rate of depreciation will

remain same.

Prepare the machinery account for the year ending 31st

March, 2019 and 31st March, 2020 with clear working

notes. 15



1 2018 4,05,000

10%

1 2018

87,500 1 2016

1,20,000

1 2018

2,50,000

2018-19

31 2019 31 2020

5. What is ledger ? State the need and importance of

preparing the ledger. Also state how ledger is different

from books of original entry. 15

6. From the following trial balance, prepare trading and

profit and loss account for the year ended March 31,

2021 and the balance sheet as at that date :-
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Dr. Balances Amount Cr. Balances Amount

(Rs.) (Rs.)

Salaries 40,000 Sales 3,00,000

Bills receivable 24,000 Capital 2,20,000

Investments 1,50,000 Provision for

Furniture 36,000 bad debts 12,500

Opening stock 15,000 10% loan

Purchases 1,50,000   (1-10-2020) 40,000

Debtors 1,50,000 Discount 2,000

Interest on loan 1,600 Creditors 40,000

Insurance premium 4,000 Bills payable 20,000

Wages 20,000 Outstanding

Rent 5,000  salary 6,000

Bad debts 6,000 Bad debts

Carriage outward 3,900  recovered 1,500

Cash at bank 30,000 Interest on

Depreciation on investments 8,000

 furniture 7,500

Accrued interest 5,000

Advertisement 2,000

Total 6,50,000 Total 6,50,000

Adjustments :

(a) Closing stock was valued at Rs. 30,000.
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(b) Goods costing Rs. 5,000 were distributed as free

samples, while costing Rs. 4,000 were taken by the

proprietor for personal use.

(c) Sundry debtors include Rs. 15,000 due from

Mr. Sunil and sundry creditors include Rs. 12,000

due to Mr. Sunil.

(d) Sundry debtors include Rs. 4,000 due from a

customer who has become insolvent and 40% is

realizable from his estate.

(e) A credit sale of Rs. 10,000 was recorded in sales

book.

(f) Debtors included a dishonored cheque of Rs. 10,000

and 20% was to be provided for non-recoverable

amount.

(g) Closing stock included goods costing Rs. 8,000

which were sold and recorded as sales but not

delivered to the customer.

(h) Maintain provision for doubtful debts at 5%. 15

31 2021
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40,000 3,00,000

24,000 2,20,000
1,50,000

36,000 12,500

15,000 10% 
1,50,000   (1-10-2020) 40,000

1,50,000 2,000

1,600 40,000
4,000 20,000

20,000

5,000 6,000
6,000

3,900  1,500

30,000
7,500 8,000

5,000

2,000
6,50,000 6,50,000

30,000
5,000

4,000
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15,000
12,000

4,000
40%

10,000

10,000 
20%

8,000

5%

7. Ramesh consigned 2,000 MT of chemicals at a cost of
Rs. 800 per MT to John. Ramesh paid freight and
insurance charges of Rs. 20,000. Of the above, 500 MT
were destroyed by fire during transit. John cleared the
balance of 1,500 MT of chemicals and sold 1,000 MT at
average price of Rs. 1,000 per MT. John incurred the
following expenses : Godown rent Rs. 5,000; Insurance
Rs. 3,000, clearing charges Rs. 4,500. Insurance claim

received against fire Rs. 4,00,000 after admitting the
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salvage value Rs. 10,000. John was entitled to commission
of 10% on sale proceeds. John sends the balance to
Ramesh after adjusting his commission and expenses out
of the sale proceeds. Show all necessary ledger accounts
in the books of the consignor. 15

800 2,000

20,000 500
1,500

1,000
1,000

5,000
3,000 4,500 10,000 

4,00,000 10%

8. What is Trial Balance ? What is the need of preparing
Trial Balance ? Prepare a pro-forma of trial balance with
imaginary figures. 15
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9. What is Receipt & Payment Account and Income &

Expenditure Account ? How is income and expenditure

account prepared from receipts and payment account ? 15
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