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Answer All questions
Calculator is allowed Time allowed: Two Hours

01. (a) What do you mean by "basic accounting concept and conventions"? Discuss in
brief the important concepts and conventions of accounting.

,j- 
(15 Marks)

(b) What are the fundamental accounting assumptions? Are these different from
accounting policies? Explain.

(10 Marks)
(Total25 Marks)

The following information has been extracted from the books of XYZ Ltd. For the
years ended 31 March 2006 and 31 March 2007.

Profit and Loss Accounts for the years ended 3L March 2006 and 3lMarch
2007

02.

Eaming before taxation
Taxation
Earning after taxation
Dividends:

Preference (Paid)
Ordinary: interim (Paid)

final (proposed)
Retained profit for the year

Balance Sheets for the vears ended 31

Fixed Assets
Plant, machinery and equipment at cost
Less Accumulated depreciation

31.3.2006 31.3.2007
Rs. Rs.

9,500 20,400
(3,200) (5,200)
6,300 15,200

(100) (100)
(1,000) (2,000)
(3.000) (6.000)
2^200 7.100

March 2006 and 31 March 2007

31.3.2006 3r.3.2007
Rs. Rs.

17,600 23,900
(9.500) 8,100 (10.750 )  13,150



Current assets
Stocks
Trade debtors
Prepayments
Cash at bank and in hand

Current Liabilities
Bank overdraft
Trade creditors
Accruals
Taxation
Dividends

5,000 15,000
8,600 26,700

300 400
600 14,500 -  42,100

- 16,200
6,000 10,000

800 1,000
3,200 5,200
3,000 6,000

(13.000) (38.400)
9,600 16.850

Share capital
Ordinary share capital
tjYo preference shares
Profit and Loss account

Loans
15% debenture stock 600 750

g,600 16J50

Additional information

1. The directors are extremely concerned about the large bank overdraft as at 3l
March 2007 and they attribute this mainly to the increase in trade debtors as a
result of alleged poor credit control.

2. During the year ended 31 March 2007, fixed assets originally costing Rs.5,500/-
were sold for Rs.1,000/- The accumulated depreciation on these assets as at 31
March 2006 was Rs.3.800/-

You are required to prepare Cash Flow Statement for the year ended 31.3.2007 using
indirect method.

(30 Marks)

03. A Chemical Ltd. Supply their products in returnable containers. A container is
invoiced to the customer at Rs.40 but if it is returned within two months, a credit
of Rs.35 is given to the customer. A container costs Rs.35 to the company and its
life is estimated at 6 years at the end of which scrap value is likely to be Rs.5. The
following particulars are supplied to you:

5,000 5,000
1,000 1,000
3,000 10,100



Containers with customers (January 1,2006)
Containers in stock (January I,2006)
Containers sent to customers during the year
Containers returned by customers
Containers returnable
Containers purchased during the year
Containers condemned during the year, useful life being over

Amount realized by sale of condemned containers Rs.8,000/-
Depreciation is to be provided on straight line basis.

Nos. (Units)
10,000
14,000
60,000
63,000
6,000
1,000
1,500

04.

Prepare the containers Trading Account for the year and ascertain the profits or
losses earned or incurred in the year.

(Total20 Marks)

The following trial balance was extracted from the books of Alex Contractors as
on 31 March2007.

Capital Account
Building
Equipment
Contractees' account
Wages
Expenses
Bank
Creditors
Materials
Work-in-progress

Contract No. 25 (April 1,2006)
Contract No. 25 (April 1,2006)

Materials sent to site
Wages paid
Materials lost at site by accident -

Materials at site at the end of the vear
Contract value
Work certified upto March 3I,2006

Rs. Rs.
1,500,000

500,000
1,250,000

1,500,000
350,000
i80,000
180,000

3 10,000
500,000

500,000
150.000

3.460.000 3.460.000

When the accounting year started on I April 2006, Contract No.25 was in progress. This
was completed on 30 June 2006. A new contract No.26 was started on 1 April 2006. The
following further particulars concerning these two contracts are available:

Contract No. 25 Contract No. 26
Rs. Rs.

100,000
50,000

750,000
500,000

300,000
300,000

15,000
20,000

2000,000



Work certified during the year Full extent 2

Payment on certification 80% 90%

Uncertified work at the end of the year (estimated) - 75,000

Expenses are charged at 50o/o of wages. Depreciation is provided at l}Yo on equipment

and2oh on buildings. Equipment depreciation is to be allocated as 30% to Contract No.25

andT}Yo to contract No.26.

You are required to prepare:

(a) Contract accounts for No.25 and26.
(b) Contractees' accounts
(c) Profit and Loss account for the year ended 3l March2007
(d) Balance sheet as on 3l March 2007

(Total25 Marks)
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