ACCOUNTANCY

(Three hours)

(Candidates are allowed additional 15 minutes for only reading the paper.

They must NOT start writing during this time.) 

---------------------------------------------------------------
Answer Question 1 from Part I and Seven questions from Part II.

The intended marks for questions are given in brackets [ ].
PART I

Question 1.
Answer briefly all items (i) to (xv) in this question.



           [2 x 15]

(i) What do you mean by Scrap value? How you will treat it in Cost Sheet.
(ii) Mention the source documents required in perpetual inventory method.
(iii) From the following information, find the profit and sales.
1. Total Cost-1, 00,000
2. Profit – 1/6th of sales
(iv) Write the treatment of advance made by the consignee.

(v) What are the main features of Joint venture?
(vi) What do you mean by Reserve Capital?
(vii) Issue of Debentures as Collateral Security-Explain 

(viii) What a company should do with the unclaimed dividend?

(ix) Give any two differences between Sacrificing Ratio and Gaining Ratio.

(x) When should we use profit ands loss suspense a/c in partnership account? and why? .
(xi) State the rules that are to be followed in Garner Vs Murray.
(xii) Why Loss on sale of assets should be treated as non-operating expenses?

(xiii) Explain Debt Equity ratio.

(xiv) State the reason for not showing the provision for doubtful debts in total debtors account.

(xv) Give two advantages of Self Balancing System?

PART II

Answer any seven questions.
Question 2.










[10]

Karma, Tandin, and Gembo are partners sharing profit and losses in the ratio of 3:2:1 respectively. Their capitals on 1st April 2010 showed as Nu.2,00,000(Cr), Nu.1,60,000(Cr) and Nu.60, 000 (Dr) respectively. Karma withdrew Nu. 2000 each on the first of every month, Tandin withdrew Nu.12,000 and Gembo Nu.1500 each at the end of each quarter. According to their partnership agreement they are allowed and charged interest on Capital @ 10% and charged interest on drawings@ 12% per annum. The profit for the year ended 31st march 2011, as per the profit and loss a/c amounted to Nu.212000 out of which Nu. 12000 was transferred to general reserve account. Tandin and Gembo are entitled to an annual salary of Nu.5000 and 4000 respectively. Karma is entitled to a commission of 5% on net divisible profit after charging such commission. You are required to prepare 

1. Profit and Loss appropriation account.

2. Partners Capital a/cs. – Assuming they maintain capital accounts under Fluctuating method.

Question 3.










[10]

Tobgay and Tashi are partners sharing profits and losses in the ratio of 3:1Their Balance sheet as on 31st December, 2010 was as follows:-

	Liabilities
	Amount
	Assets
	Amount

	Capital a/c 

Tobgay   - 90000

Tashi     – 30000

Sundry Creditors

Workmen’s Compensation fund
	1,20,000

20,000

20,000


1,60,000
	Goodwill

Investments 

Stock

Debtors

Cash at bank
	10,000

50,000

30,000

60,000

10,000

1,60,000





Tshering was admitted on the above-mentioned date, for two-fifth share in future profits. For this purpose, the following adjustments were agreed upon:-

a) Tshering would bring Nu. 80,000 for Capital and Nu. 30,000 for goodwill.

b) Market value of investment is Nu. 45,000, Stock to be revalued at Nu. 40,000. 

c) Provision for bad and doubtful debts to maintained at Nu. 2000

d) Claim on account of workmen’s compensation is Nu. 12000.

e) Sundry creditors include Nu.1580, which is not likely to be claimed.

f)       Partners decided to maintain their capital balances in proportion to their new profit sharing ratio. Necessary adjustments are to be made in cash.

Prepare Revaluation a/c, Partners Capital Account and Balance sheet

Question 4.










[10]

The Balance sheet of Damchen Co. ltd for the years of 2009 and 2010 were as follows:-

	Liabilities
	2009
	2010
	Assets
	2009
	2010

	Equity.Share Capital

8% Pref.Share capital

10% Debenture

P&L a/c 

Sundry creditor

Bills Payable

Outstanding Expenses
	50,000

50,000

37,500

12,500

20,000

11,000

5,000


1,86,000
	75,000

40,000

62,500

15,000

30,000

5,000

4,000

2,31,500
	Goodwill

Building

Plant & Machinery

Stock

Sundry Debtor

Bills Receivable

Cash in hand

Discount on issue of shares.
	25000

37,500

40,000

17,500

32,500

10,000

10000

13500

1,86,000
	17500

60,000

64,250

20,000

35,000

6,000

23,750

5000

2,31,500


Additional Information: -

1. Depreciation charged on Plant & Machinery was Nu. 12500.

2. Dividend paid during the year Nu. 15000.

From the above information, Prepare Cash flow statement for the year ended 31st December 2010.

Question 5.










[10]

From the following particulars write up the necessary adjustment accounts, as they would appear in the general Ledger of Tashi Company Ltd. On the basis of self balancing system:-

January 1st 2010 -Debtors ledger balance 
Nu.45600.




-Creditors Ledger Balance 
Nu. 33165.

Transactions during the year were as follows:-

	Particulars
	Amount

	Sales (include cash sales Nu. 30,000)

Purchases

Received from debtors

Paid to creditors

Discount allowed

Return inwards

Return outward

Discount received

Bills payable accepted

Bills receivable received

Bad debts

Cash purchases

Bad debts recovered

Bills receivable dishonoured

Provision for bad and doubtful debts
	3,48,700

219700

246500

116500

13250

6700

3700

8500

57800

22550

2220

26000

1800

3330

4550


Question 6. 










[10]

Ajit, Bikash, and Chandra are partners in a business sharing profits equally. Their Balance sheet as on 31st December 2010 is as follows.

	Liabilities
	Amount
	Assets
	Amount

	Sundry Creditors

Capitals of Ajit

Capitals of Bikash
	120,000

  70,000

  20,000
	Plant 

Furniture

Stock

Debtors

Chandra’s Capital
	80,000

40,000

55,000

25,000

10,000



	
	2,10,000
	
	2,10,000



The firm is dissolved as on that date. Sundry assets realized Nu.1,00,000. Bikash and Chandra are insolvent. Bikash could contribute 6,000 from his estate and Chandra could contribute 16,000 only. Close the books of the firm.

Question 7. 










[10]

X and Y entered into a joint venture with the object of constructing an office building of a multinational company for a contract price of Nu.15, 00,000 They agree to share profits and losses in the ratio of 2:1 respectively. During the course of the venture, the following transaction took place:

(i) X purchased steel rods worth Nu.4,50,000 subject to trade discount @ 10% and paid for freight Nu.10,000 and also bought a plant for Nu.50,000.

(ii) Y took a loan of Nu.4,00,000 from a bank and bought cement costing Nu.3,00,000 and bricks worth Nu.2,00,000.

(iii) X remitted Nu.2,00,000 to Y towards the joint venture.

(iv) Y paid for godown rent Nu.25,000 and also bought stone chips worth Nu.2,00,000

(v) Y drew a bill of exchange on X for Nu.2,50,000 which was discounted by Y at a cost of Nu.5000.

(vi) Y repaid the bank loan and paid Nu.8000 as interest.

Finally, the contract was completed, at the end of which Y decided to take the plant for Nu.12,000

The joint venture was closed and the contract money was received by X Nu.8,00,000 and Y Nu.7,00,000.

You are required to prepare :-  (a) Memorandum Joint Venture Account

(b)The joint venture account with Y in the books of X

Question 8.










   [10]

From the following particulars relating to the production and sales for the year ended 31st December 2010, prepare a cost sheet.

	Particulars
	Amount

	Opening Balance of Raw materials
	25000

	Opening Balance of Work in progress at Prime cost
	30000

	Opening Balance of Work in progress at Manufacturing Expenses
	6000

	Opening Balance of Finished goods (8000 units)
	120000

	Closing Balance of Raw materials
	40000

	Closing Balance of Work in progress at Prime cost
	20000

	Closing Balance of Work in progress at Manufacturing Expenses
	16000

	Closing Balance of Finished goods (10000 units)
	?

	Raw materials purchased
	2,20,000

	Freight on purchase
	10,000

	Loss of material by fire
	10,000

	Factory expenses
	1,40,000

	Chargeable expenses
	50,000

	Direct labour
	2,70,000

	Administrative expenses (Nu.2 per unit)
	?

	Selling expenses (Nu.1 per unit)
	?

	Distribution expenses
	30,000

	Sale of finished goods (28000 units)
	8,00,000


Question 9. 










[10]


XYZ & Company Ltd with Authorized Capital  of 1,00,000 equity shares of 10 each. They issued 80000 equity shares at a premium of Nu.3 per share payable Nu.2 on application, Nu. 5 on allotment (including Premium), Nu. 3 on first call and balance on second call.


Applications were received for 90,000 shares. The Board of Directors decided to adjust the excess application money along with allotment. During allotment, Mr. M holding 3000 shares failed to pay the allotment money and call money.


The company decided to forfeit his shares and subsequently re-issued 2500 shares at Nu.8. Pass Journal Entries.
Question 10.










[10]

The following balances have been extracted from the books of BPC. Ltd as on 31/12/2010

	Equity Share Capital 
	3,00,000

	8% Pref. Share Capital
	2,00,000

	Sinking fund
	50,000

	General Reserve
	50,000

	Outstanding Salary
	10,000

	Unpaid dividend
	25,000

	Provision for tax
	20,000

	Creditors
	55,000

	12% Debentures
	2,00,000

	Public Deposits
	1,00,000

	Goodwill
	50,000

	Investment in shares of Damchen Ltd.
	2,00,000

	Plant and Machinery
	2,00,000

	Land and Building 
	3,50,000

	Inventories
	35,000

	Debtors
	40,000

	Bank
	10,000

	Preliminary Expenses
	15,000

	Profit and loss a/c (Dr)
	10,000

	Advances to staff
	30,000

	Bills Receivable
	70,000


Note:-
The authorized capital of the company is Nu.10,00,000 in 50,000 Equity shares of Nu.10 each and 8%, 5000 preference shares of Nu.100.each.


You are required to prepare a Balance Sheet as on 31/12/2010 as per the Companies Act of kingdom of Bhutan 2000.

_____________________________________
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