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Second Semester B.B.A. Degree Examination, 
May/June 2019 

(CBCS Scheme) 

Paper 2.3 - FINANCIAL ACCOUNTING 

Time: 3 Hours] [Max. Marks: 70 

Instructions to Candidates: Answers should be written in English only. 

SECTION - A 

1. Answer any FIVE of the following sub-questions. Each question carries 
2 marks: (5 x 2 = 10) 

1. (a) What is Memorandum Trading Account? 

(b) State any features of hire purchase system. 

(c) What is royalty? 

(d) List any two objectives of sale of a firm to a company. 

(e) Mention any two differences between equity shares and preference shares. 

(f) What is authorized share capital? 

(g) What are hire purchase charges? 

SECTION - B 

II. Answer any THREE of the following questions. Each question carries 6 marks: 
(3 x 6 = IS) 

2. Explain in brief the various types of preference shares. 

3. A fire occurred in the premises of Mr. Rajesh on 15.06.2018. The accounting 
records were saved from the following information was available 
Stock on 1.1.2018 Rs. 17,000 
Purchases from 1.1.2018 till the date of fire Rs. 1,70,000 
Sales from 1.1.2018 to the date of fire Rs. 2,00,000 

\ 
\ 

The rate of gross profit on sales @ 20°1< 
Ascertain the amount of fire claim. 
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4. Calculate cash price of an asset from the following : 

Rs. 3,000 paid at the time of agreement 

Rs. 21,600 paid at the time of year - 1 

Rs. 20,700 paid at the time of year - 2 

Rs. 19,800 paid at the time of year - 3 

Rs. 18,900 paid at the time of year - 4 

Rate of interest is 5% p.a. 

Rate of depreciation @ 25% p.a. using straight line method. 

5. Calculate the amount of purchase consideration from the following: 

Purchasing company agreed to issue 50,000 equity shares of Rs. 10 each valued 
at Rs. 15 each, 24,000 8% debentures of Rs. 10 each at a discount of 5%, pay 
cash value equal to 10% of face value of shares and debentures issued. The 
company also agreed to meet the dissolution expenses. 

6. Prepare an analysis table of royalties from the following details: 

(a) Royalty payable Rs. 5 per ton 

(b) Minimum rent Rs. 20,000 per annum 

(c) Shortworkings can be recovered during the first 4 years of the lease only. 

(d) The output for the first 4 years was: .» ~AVEE·,-_·-·->.-., , .... . .. 
Year Output (tons) :. - . -< ":":, , 

1 2,000 

2 -3,000 

3 4,000 

4 4,500 

SECTION - C 

Answer any THREE of the following questions. Each question carries 14 marks: 
(3 x 14 = 42) 

7. On 1st July 2018, a fire destroyed the stock of a business firm, From the records 
which were saved, the following information was obtained: 
Stock on 1.4.2017 Rs. 45,000 
Stock on 1.4.2018 Rs. 55,000 
Purchases for the year 2017 -18 Rs. 1,29,250 
Purchases for 3 months upto 1.7.2018 
Sales for the year 2017 -18 
Sales for 3 months upto 1.7.2018 

Rs.60,000 
Rs. 1,70,000 
Rs. 1,00,000 

2/4 
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Manufacturing expenses for the year 2017-18 Rs. 21,000 

Manufacturing expenses for 3 months upto 1.7.2018 ? 

In May 2018, goods valued at a cost price of Rs. 500 were distributed as 
samples. Manufacturing expenses were normally found to be constant per 
month. The salvaged stock was estimated at Rs. 7,000. 

Prepare a statement showing the amount of claim. 

8. Arjun purchased a plant costing Rs. 40,000 on 1.4.2016 from Rajan Electronics 
Ltd. under hire purchase system. The terms being: Rs. 10,000 down payment 
and the balance in 3 equal annual instalments together with interest @ 20% p.a. 
on the outstanding cash price. Depreciation is to be charged @ 15% p.a. under 
straight line method. 

Prepare necessary ledger accounts in the books of Arjun till 31.3.2019 under 
asset accrual method. 

9. Pankaj wrote a book on financial accounting and got it published with 
Sage publishers. On the terms that royalties will be paid at Rs. 5 per copy sold, 
subject to a minimum rent of Rs. 15,000 per annum, with a right of recoupment 
of shortworkings over the first 4 years of the royalty agreement. The details are 
as under: 
Year No. of copies sold 
2014-15 1,400 
2015-16 1,900 
2016-17 2,900 
2017-18 3,900 
2018-19 4,900 

(a) 

(b) 

Minimum rent account 

Prepare: 

Royalties account 

(c) Shortworkings account 

(d) Pankaj's account in the books of Sage Publishers. 

10. Mahadev and Govind are partners sharing profits in the ratio of 2 : 1 and their 
Balance sheet on 31.3.2019 was as follows: 
Liabilities Rs. Assets Rs. 
Creditors 20,000 Cash 150 
Bills payable 5,000 Bills receivable 25,000 
Mahadev's loan 10,000 Debtors 30,000 
Mahadev's capital 15,000 Less: RBDD 1,500 28,500 
Govind's capital 10,000 Stock 21,850 
Reserve fund 3,000 Machinery 10,000 

63,000 63,000 

3/4 
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They agreed to sell the business. to a limited company and the company to take 
over the assets including cash and liabtlities as follows: 

Machinery Rs. 8,000 

Stock Rs. 17,500 

Goodwill 

Rs.25,350 

Rs.2,500 

Rs.3,000 

Debtors 

Bills receivable 

The company agreed to take over creditors at Rs. 19,500. The expenses on 
realization amounted to Rs. 150. 
The firm received Rs. 20,000 of the purchase price is Rs. 10 fully paid equity 
shares and the balance in cash. 
Prepare necessary ledger accounts in the books of the firm. 

11. Bharath Mills Ltd. issued 10,000 shares of Rs. 10 each at a premium of 
Rs. 2 per share payable as follows: 

Rs. 2 on application 

Rs. 5 on allotment (including premium) 

Rs. 3 on first call 

Rs. 2 on final call 
The shares were all subscribed and the money were duly received except the first 
call and final call on 1,000 shaes. 
Pass the necessary journal entries arid prepare Bank Account in the books of the 
company. 
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