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SUGGESTED ANSWERS TO QUESTIONS 

SECTION - A 

1. (a)  

(i) (C) 

(ii) (A) 

(iii) (C) 

(iv) (B/C) 

(v) (C) 

(vi) (D) 

(vii) (B) 

(viii) (C) 

(ix) (A) 

(x) (C) 
 

1. (b)   

1. E 

2. C 

3. A 

4. B 

5. D 
 

1. (c)    

(i) False 

(ii) False 

(iii) False 

(iv) False 

(v) False 
 

1. (c)          

(i) To Balance b/f 

(ii) Allocation , valuation 

(iii) Net Realisable Value 

(iv) Agent and Principal 

(v) Co-owners. 

 

SECTION - B 

2. (a) 

Depreciation 2019 – 2020 =    D 50,000 

Depreciation 2020 – 2021 =    D 50,000 

Depreciation 2021 – 2022 =   D 94,000 

Loss on Sale of Assets   D 65,000 

Machinery A/c balance as on 31-03-2022 =  D 14,31,000 

 

2. (b)             

Journal 

                                                                                                                                      Dr.                Cr. 

01-07-22 PK  A/c Dr  2,10,000  

     To Sales A/c    2,10,000 

01-07-22 B/R A/c Dr  1,30,000  

 B/R A/c Dr  80,000  

      To PK     2,10,000 

04-07-22 Bank A/c Dr  2,02,125  

 Discount A/c Dr  7,875  

      To B/R A/c     1,30,000 

      To B/R A/c    80,000 

04-10-22 PK  A/c Dr  80,000  

     To Bank A/c    80,000 
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04-10-22 Bank A/c  Dr  35,000  

     To PK A/c    35,000 

04-10-22 PK A/c  Dr  1,125  

     To Interest A/c    1,125 

04-10-22 B/R A/c  Dr  46,125  

     To PK A/c    46,125 

 Bank A/c Dr  45,500  

 Rebate A/c  Dr  625  

      To B/R A/c    46,125 

  

3.  

Surplus as per Income and Expenditure A/c = D 29,240 

Balance Sheet total as on 31-03-2022 (Liabilities/ Assets side) = D 41,24,240 

 

4. 

Revaluation Profit as per Revaluation A/c = D 8,00,000 

Closing Capital as per Capital A/c:- 

    X – D 40,00,000 

    Z – D 20,00,000 

Closing Bank Balance = D 12,80,000 

Balance Sheet (of the new firm) total Assets/ Liabilities side =    71,00,000 

 

5. (a) 

Gross Profit as per Departmental Trading A/c:- 

      A – D 7,54,000 

      B – D 1,52,000 

      Total – D 9,06,000 

Net Profit/ (Loss) as per Departmental P & L A/c:- 

      A – D 4,39,600 

      B – D (1,02,400)  

      Total – D 3,37,200 

 

5. (b)  

Total Commission D 9007.50 

 

 

6. (a)  

Transfer to Provision for Bad Debt A/c as per Bad Debt A/c = D 17,500 

New Provision as per Provision for Bad Debt A/c = D 17,395 

Current Provision for Discount on Debtors as per Provision for Discount on Debtors A/c = D 6,610  

 

Presentation in Profit and Loss A/c:- 

Debit side – Discount on Debtors =    D 6,694 

Credit side – Provision for Bad Debt =   D 3,805 

                      Bad Debt Recovered =    D 5,200 

 

Presentation in Balance Sheet:- 

Assets side - Sundry Debtors = D 3,23,895 

 

 

 

D 
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6. (b)              

 

Instalment Interest included in instalment (₹) 

1
st
 2,70,000 

2
nd

 1,80,000 

3
rd

 90,000 

 

Closing balance as per Chinu Limited A/c:- 

   2019 – 2020 = D 11,70,000 

   2020 – 2021 = D 6,30,000 

   2021 – 2022 = D Nil 

 

Closing balance as per Machine A/c:- 

     As on 31-03-2022 = D 13,26,510 

 

7. (a) 

 (i) Abnormal loss = ₹ 3,840 

(ii) Closing inventory of material = ₹ 24,960  

            Closing Inventory of Finished Stock= ₹ 5,94,000 

(iii) Closing inventory of material = ₹ 23,400  

             

7. (b)    

Advantages of pre-packaged accounting software 

1. Easy to install 

2. Relatively inexpensive 

3. Easy to use 

4. Backup procedure is simple 

5. Certain flexibility of report format 

6. Very effective of small and medium sized businesses               
 

Disadvantages of pre-packaged accounting software 

1. Does not cover particularities of specific business 

2. Does not cover all functional areas 

3. Customization may not be possible in most such software 

4. Reports generated are not sufficient or serve the purpose 

5. Lack of security provided by some of the software 

6. Bugs in the software                                                                           
 

8. (a) 

Distinction between fundamental accounting assumptions and accounting policy 
 

Fundamental accounting assumptions Accounting policy 

There are only three fundamental accounting 

assumptions viz. going concern, consultancy, and 

accrual 

They are in no simple list of accounting policies 

which are applied in all circumstances As a result, 

there may be different accounting policies adopt 

by different enterprises 

No disclosure is required if all the fundamental 

assumptions have been followed 

Disclosure is required if the particular accounting 

policy have been followed 

In case of the fundamental assumption are not 

followed, the fact has to be disclosed in the 

financial statements together with the reason 

In case the policy is changed in the subsequent 

year, the reason for such change and the resulting 

financial consequences have to be disclosed 

There is no choice The firm has a choice to select a particular policy 

 
 

Closing inventory of  Finished goods = ₹  5,67,000
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8. (b)  

Distinguish between probation and contingent liability 

Provision Contingent Liability 

Provision is a present liability of uncertain amount 

which can be measured reliably by using a 

subsequent degree of estimation 

It is an obligation which may or may not arise 

depending on the happening or not happening of 

an uncertain future event 

A provision meet the recognition criteria A contingent liability failed to meet the same 

Provision is recognised when  

(a) an enterprise has a present obligation arise from 

past events and outflow of resources embodying 

economic benefit is probable and  

(b) a reliable estimate can be made of the amount 

of obligation 

Contingent liability includes present obligations 

that do not meet the recognition criteria, because 

either it is not probable that settlement of those 

obligations will be required. Outflow of economic 

benefits or the amount cannot be reliably estimate 

Provision is disclosed in income statement and 

balance sheet 

Contingent liability is disclosed in note to accounts 

 

8. (c)        

Meaning of going concern assumption 

1. The enterprise is normally viewed as a going concern that is, as containing operations of the 

foreseeable future. 

2. It is assumed that the enterprise has neither the intention nor the necessary of liquidation or curtailing 

materially its scale of operations. 

3. If an enterprise is not a going concern valuation of its assets and liability on historical cost become 

irrelevant and as a consequence, its profit or loss may not give reliable information. 
 

Implication of going concern assumption 

It is because of the going concern assumption:- 

1. That the assets are classified as current assets and fixed assets 

2. That the liabilities are classified as short term liability and long term liability 

3. That the unused resources are shown as unutilized cost or unexpected cost as against the break up 

value as in the case of liquidation enterprise. According the earning power and not the breakup value 

of evolution, the continuing enterprise. 
 

Disclosure of going concern assumption 

According to accounting standard 1 issued by The Institute of Chartered Accountants of India If this 

fundamental assumption is followed, the fact need not to be disclosed in the financial statements, since its 

acceptance and use are assumed in case this concept is not followed, the fact should be disclosed in the 

financial statement together with reasons. 
 

8. (d)       

Meaning of materiality principle 

1. According to the maturity principle, all relatively relevant item, the knowledge of which might 

influence the decision of the user of the financial statements, should be disclosed in the financial 

statement. 

2. Which information is more relevant than? Others are largely a matter of judgement For instance, 

accounting and recording of a small calculator of an asset in the balance sheet may Justified due to 

the excess cost of recording over the benefit in terms of usefulness of recording and the accounting 

of calculators as assets. 
 

What is materiality 

1. The materiality depend not only upon the amount of item, but also upon the size of business level 

and nature of information. Level of the person department who makes the judgement about 

materiality for instance, a worker reporting to his foreman about the production in grams. That is 

(part of kilogramme), A foreman to his superior in kilograms. A superior to his production manager 

in Quintals And the production manager to the top management in turns may be justified with regard 
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in circumstances It hardly makes any difference if the production manager reports to the top 

management that the production is 1,99,000.90 kilogramme  of simply 200 tonnes (nearly). 

2. It is desirable to establish the follow uniform policy governing material or non material items so that, 

while measuring income for an accounting. And the non material item can be ignored on uniform 

basis. 
 

Exception to the Full Disclosure Principle 

1. This principle is basically an exception to the full disclosure principle 

2. The full discovery principle required that all facts necessary to ensure that the financial statement are 

not misleading. Must be disclosed, whereas the materiality principle requires that the item or event 

having an insignificant economic effect are not relevant to the users need not to be disclosed.  

 

 

________________________ 


