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General Instructions:

1. This question paper consists of 24 questions. All questions are compulsory. Internal choice has been given in question carrying 6 marks.

2. Question number 1 to 10 is 1 mark question. The answer for these questions may be given in one word or a sentence.

3. Answer to theory questions of 2 or 3 marks may be in 40 to 60 words. For 4 marks questions may be answered 80 to 100 words. 

4. Whenever is necessary, give the working note clearly.
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	State the meaning of value added tax.                                                  

If assessment year is 2006-2007, what will be the financial year?           

State the rule for debiting & crediting a personal A/c. 


Define Bank

Give the meaning of ATM.
Name the account in which the balance is transferred when the trial balance does not agree. 

Name the error which is involved in the following transaction. Paid installation charges on machinery debited in wages a/c. 

Calculate owners equity from the following information:

                     Total Assets 
           = Rs. 80,000


          Other liabilities        
= Rs. 30,000

                  
Revenues

= Rs. 25.000



Expenses 

= Rs. 15,000
 

Calculate the amount of operating profit from the following balances

           Net Sales = Rs. 5,00,000


Cost of goods sold = Rs. 3,00,000


Operating exp = Rs. 1,20,000
Name the accounts involved in the following transaction: - 

Goods sold to Hari for cash amounting Rs. 800.
Name the types of discounts.

What do you mean by assets and liabilities?
What do you mean by supporting vouchers? Give an example of supporting voucher.
On the basic of the following information, calculate the value of cost of goods sold & gross profit.

Opening stock – Rs. 12,500 which is increased upto the end of the year by Rs. 4500. Gross purchases Rs. 42000 purchase return – Rs. 3000, salary – Rs. 6,000 wages Rs. 4,000 fuel & power Rs. 5500, sales Rs. 50,000. 

Explain briefly the meaning of direct taxes with atleast two suitable examples.
Explain in brief the meaning of Dual Aspect Concept and Convention of Consistency.
Prepare suitable vouchers of the following transaction
(i) Purchased furniture Rs. 12500 by M/s Mohit & Sons, 28, Sarita Vihar, New Delhi on 07/07/07 vide bill No. 222. 

(ii) Sold goods by M/s Nazia & Bros, Shop No. 06, Sadar Bazar, Delhi Cantt – 10 amounting Rs. 20,000 on 07/07/07 vide invoice No. 777. 

(iii) Purchased goods by M/s Alam & Sons, Shop No. 111 Gopi Nath Market, Delhi Cantt – 10 from M/s Arya Book Depot, Daryaganj, New Delhi amounting Rs. 30,000 on 07/07/07 vide invoice No. 555. 

The bank pass book of Mr. Sohan showed an overdraft of Rs. 5220 as on Dec 31, 2007. The following differences were noted: - 

(i) Cheques deposited but not yet credited by bank Rs. 6000. 

(ii) Cheques dishonoured and debited by bank but not given effect to it in the ledger Rs. 800.

(iii) Bank charges debited by bank but debit memo not received from Bank Rs. 50. 

(iv) Interest on overdraft excess credited in the ledger Rs. 200.

(v) Wrongly credited by bank to account, deposit of some other party Rs. 900.
(vi) Cheques issued but not yet presented for payment Rs. 400.
                    You are required to prepare Bank Reconciliation Statement as on that date. 


Explain in brief the accounts which can generally be opened in the bank.
Following is the trial balance of M/s Sohan & Sons for the year ended Dec 31, 2006.

Name of accounts

Amount (Rs.)

Amount (Rs.)

Capital A/c 

Drawing A/c 

Debtors A/c 

Creditors A/c

Sales A/c 

Purchase A/c

Rent received A/c

Outstanding Salary A/c

Opening Stock A/c

Govt. Securities A/c

Machine A/c 

Provision for bad & doubtful debts 

-

-

18,000

12000

36,500

-

8,400

300

15,400

-

20,000

-

40,800

9,800

-

-

-

24,500

-

-

-

12,300

-
2000

1,10,600

99,400

Redraft the above trial balance correctly.





Rectify the following errors.





(i)  A purchase of furniture for Rs. 1000 was recorded in purchase                                

                book. 


(ii) The total of one page of sales book was carried forward to
                 the next page as Rs. 2785 instead of Rs. 2587.                                                                                    
(iii) A cheque of Rs. 400 received from Mohan was dishonoured  
                 and had been posted to the debit side of ‘Allowances A/c’  
(iv) Goods sold to Rehman on credit Rs. 300 have been wrongly  
      passed through purchases book.
Compile a three column each book for the month of March 2008 in the book of M/s Jain & Brothers.      
 2008 March 1
Cash in hand Rs. 415 and cash at Bank Rs. 2530 

         March 2 
Paid salary by cheque Rs. 950.

         March 5
Purchased goods Rs. 150.

         March 15
Received Rs. 530 by cheque from Krishana and allowed her discount Rs. 20. This cheque was sent to bank on the same day. 

March 16
Paid cheque to Mohan Rs. 400 in full settlement of his account Rs. 415.

         March 18
Sold goods amounting to Rs. 150.

         March 20 
Purchased furniture for Rs. 300, paid by cheque. 

         March 22 
Bank credited the account with Rs. 200 for interest.

         March 25. 
Received a cheque for Rs. 250 from suresh and allowed him discount Rs. 10. This cheque was sent to bank immediately.

         March 30
Deposited cash into bank Rs. 300.

            
Or 
Prepare a purchase book for the month of March 2008 of M/s Kapoor & Sons. 

        2008

        March
 1
purchased from M/s Fashion Point 




100 Shirts @ Rs. 120 per shirt 




50 Jeans @ Rs. 300 per Jean. 

         March 10
Purchased goods from M/s Decent & Bros 




80 Shirts @ Rs. 130 per shirt 




20 pants @ Rs. 350 per pant. 




Discount – 10% 

         March 15
M/s Kajal Traders sold goods to us 




90 Shirts @ Rs. 140 per shirt




40 pants @ Rs. 360 per pant 




Paid expenses Rs. 480 

         March 20
Purchased furniture from M/s Gupta & Sons 




6 chairs @ Rs. 150 per chair 




1 table @ Rs. 300 per table 

         March 25
Purchased from M/s Chandra & Bros for cash 




20 shirts @ Rs. 150 per shirt 




50 pants @ Rs. 300 per pant

         March 30
Purchased from M/s Sanjeev & Bros




100 Shirts @ Rs. 160 per shirt 




50 pants @ Rs. 450 per pant 




Expenses paid Rs. 360 




Trade discount 10% 
Prepare trading and profit & loss account and the balance sheet of M/S Furkan & Sons on December 31, 2007 from the following trial balance.
Trial Balance 

Name of Ales

Amount Rs.

Name of Ales

Amount Rs.

Drawing 

Purchases 

Stock 

Carriage inward 

Wages 

Power

Machinery 

Furniture 

Rent 

Salary 

Insurance Premium 

Debtors

Cash at bank 

18,000

82,600

42,000

1,200

4,000

6,000

50,000

14,.000

22,000

15,000

3,600

20,600

1,500

Capital 

Sales 

Return outward 

8% bank loan (July I 2006) creditors 

80,000

1,55,000

1, 600

25000

18900

2,80,500

2,80,500

         Adjustments: -
(a) Closing stock – Rs. 64,000 



         
(b) Outstanding wages – Rs. 2400




(c) Write off bad debt – Rs. 600




(d) Make a provision for bad and doubtful debts @ 
                                      5%




(e) Rent was paid for 11 months. 




(f) Insurance premium is paid per annum ending on 

     29th Feb, 2006. 

(g) Provide depreciation on furniture & machinery @
     @ 10% p.a.            
Or 
Prepare Trading and P/L account and a balance sheet as at  31/12/07 from the following trial balance after keeping in view the following adjustments. 

Trail Balance 

Debit Balance 

Amount 

(Rs.)

Credit Balance 

Amount 

(Rs.)  

Drawings 

Machinery 

Vehicles 

Debtors 

Purchases 

Wages 

Cash at bank 

Salary 

Repairs 

Opening stock 

Rent 

Misc. expenses 

Bad debtors 

Carriage inward 

1,700

12,000

2,600

3,600

2,000

800

2,600

800

190

1,600

450

150

500

160

Creditors 

Sales 

Interest 

Commission

Capital  

2,000

4,200

1,350

1,600

20,000

29,150

29,150

Adjustment (1) Closing stock – Rs. 1,600

(2) Depreciate machinery by 10% and vehicles by 15%. 

(3) Allowed interest on capital @ 5% p.a. & interest on drawing – Rs. 100

(4) Rs. 150 are due for wages & prepaid rent is Rs. 150 

(5) Unaccrued commission Rs. 200 and accrued interest – Rs. 150 

(6) Write off further bad debt Rs. 200 & make a provision for bad &  doubtful debt @ 5% on debtors. 

Ms Shahnaz earns Rs  35000 per month (excluding H.R.A.). She donated Rs30000 to Prime Minister Relief Fund (100% exemption) and Rs 40000 to a charitable hospital (50% exemption). She contributed Rs 5000 per month to provident fund and Rs 25000 per annum towards LIC premium. She purchased NSC worth Rs 20000. She paid Rs 2300 per month towards income tax for 11 months. Calculate the amount of income tax she has to be paid in the 12th month of the year.

            Use the following to calculate income tax:-

a) Saving: -                                                     100% exemption for
                                                                        permissible saving upto 
                                                                        Rs 100000.

b) Rates of income tax for ladies:-

                Slab                                                       Income tax

i) Upto Rs135000                                                   No tax
ii) From Rs135001 to Rs150000                      10% of taxable income 
                                                                          exceeding Rs 135000.

iii)From Rs 150001 to Rs 250000                    Rs1500+20% of the 
                                                                         amount exceeding    

                                                                         Rs150000.

iv)Rs 250001 and above                                  Rs21500+30%of the 

amount exceeding

                                                                         Rs 250000.

c) Education cess                                             2% of the income tax 
                                                                         payable.            
                                                        OR

Mr Alam earns Rs25000 per month (excluding HRA). He donated Rs 25000 to Prime Minister Relief Fund (100%exemption) and Rs 30000 to a charitable hospital (50% exemption). He contributed Rs4000 per month to provident fund and Rs15000 per annum towards LIC premium. He purchased NSC worth Rs 20000. He paid Rs1000 per month towards income tax for 11 month. Calculate the amount of income tax; he has to pay in the last month of the year 2006.

                Use the following to calculate income tax:-

 a) Saving:-                                                      100% exemption for 

permissible saving upto

  
Rs 100000.
b) Rates of income tax for gents:
                Slab                                                             Income  tax

i) Upto Rs100000                                              No tax

ii) From Rs100001 to Rs 150000                      10%of taxable income 
                                                                          exceeding Rs 100000.

iii) From Rs150001 to Rs 250000                     Rs5000+20% of the 
                                                                          amount exceeding

                                                                          Rs150000.

iv) From Rs250001 and above                          Rs 25000+30% of the 
                                                                          amount exceeding

                                                                          Rs250000.

c)Education cess                                               2% of income tax payable               
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Marking Scheme

General Instructions: 

1.
Examiners are requested to follow the general instructions strictly.

2.
The marking scheme provides guidelines to the marking of answer scripts to bring in objectively in marking. 

3.
It consists of possible and suggestive answers. 

4.
It must be remembered that the answers provided in the marking scheme are by no means exhaustive. 

5.
Expressions/Answers in any other form (than given in the scheme) should be given full credit, if they convey the concept and meaning clearly. 

6.
In questions where alternative answers could be given, credit is to be given to students if they have given suitable justification or logical reasoning for the alternative viewpoint. 

7.
Credit to be given for clarity in expression.

8.
Give the marks objectively. Don’t inflate the marks to enable an examinee to get through. 

Marking Scheme of the 
Model Question Paper of 

ACCOUNTING FOR BUSINESS – I 
	Ans. No.
	Value points
	Distribution of marks
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	Meaning:- value added tax is a tax on value addition or it is a simple transparent tax levied at every stage of sale and provides for set off for taxes paid on the purchases
(One mark for correct meaning) 
If assessment year is 2006-07, the financial year will be 2005 – 06
(One mark for correct financial year) 

Rule of debiting & crediting of a personal A/c

Debit the receiver and 

Credit the giver 

(½ mark for each correct rule) 

According to Indian banking companies act 1949, “banking company is one which transacts the business of banking which means the accepting for the purpose & landing or investing of deposits of money from the public repayable an demand or otherwise and withdrawable by cheque, draft order or otherwise”. Or any other definition conveying the same meaning.
(One mark for correct meaning) 

ATM is an automatic machine with the help of which money can be withdrawn by inserting the card typing personal identity number (PIN) .This machine operated for all 24 hours. The ATM is getting popular everyday.
(One mark for correct meaning) 

Suspense account is the account in which the balance of disagreed Trial balance is transferred.

(One mark for correct name) 

Error of principle is involved.
(One mark for correct principle) 

Capital 

= Total Assets – other liabilities 




= Rs. 80,000 – Rs. 30,000




= Rs. 50,000

Owners equity     
= Capital + (Revenues – Expenses) 




= Rs. 50,000 + (Rs. 25,000 – Rs. 15000) 




= Rs. 60,000

(½ mark each for capital & owners equity) 

Gross Profit   = Net Sales – Cost of goods sold 



= Rs. 5,00,000 – Rs. 3,00,000 



= Rs. 2,00,000

Operating profit = Gross profit – operating Exp 



    = Rs. 2,00,000 – Rs. 1,20,000



    = Rs. 80,000

(½ mark each for gross profit & operating profit )
(i) Cash account (ii) Sales account
(½ mark each)  
                             Types of discount



  


 Trade Discount 



Cash Discount 





                                           Discount 

                   Discount 





Allowed 

                   Received                                                         
(½ mark each)  

Meaning of Assets: - Economic resources expressed in monetary terms used for carrying on the business operatives are called assets.

Meaning of Liabilities: - The debts and obligations expressed in monetary and are payable to outsiders in the future are called liabilities. 

(One mark for each correct meaning of assets & liability) 
Meaning of supporting vouchers: - These are such documents which support a transaction. They are documentary evidence of a transaction having taken place. They generally follow a transaction. 

Example: - If taxi fare is paid for travelling on a business purpose and the taxi driver does not give any receipt for it, a supporting voucher will have to be created and authenticated by one or more officials to verify the distance covered and amount paid by the person who traveled and stating the purpose of visit. 

(One mark for meaning & One mark for example) 
Cost of goods sold = opening stock + Net purchases + Direct exp – 
                                  Closing stock 



         = Rs. 12500 + (42000 – 3000) + (4000 + 5500) – 
                                  (12500 + 4500) 



         = Rs. 12500 + 39000 + 9500 – 17000

                               = Rs. 61000 – 17000

                              = Rs. 44,000 

      Gross Profit = Net Sales – Cost of goods sold 

                          = Rs. 50,000 – Rs. 44,000

                          = Rs. 6000.

(One mark for cost of goods sold & One mark for gross profit) 

Meaning – A tax that is imposed on an individual or a group of individuals which effects them directly i.e. which they have to pay to the Govt. directly, is know as direct tax. 

Examples: - Income Tax, Wealth Tax, Property Tax, Professional Tax etc. 

(One mark for correct meaning & ½ mark for each two example)
Meaning of Dual Aspect Concept: - It states that each transaction has two aspects viz, debit and credit. Double entry system is based on these two aspects. Debit represents addition to or creation of new assets, increase in an expense and reduction in a liability and credit means creation of a liability or an income and reduction in asset expense. The value of total assets of a business must be equal to the value of total liabilities. In equation form, it would mean. 



Assets = Capital + Liabilities   

Meaning of consistency convention: - According to this convention the basis preparing accounts should be consistent and should not be allotted over a short period of time. It states that the policies and procedures adopted in one year are followed year after year. Incretion cases, it is possible to adopt more than one method of treating an item.   

(1 ½ mark for each) 
Preparation of suitable voucher 

(i)



Debit Voucher 

Received ---------------------------------------------------------------------------------------------------

M/s Mohit & Sons 

28, Sarita Vihar 

New Delhi 

Voucher No. 01                      Dated 07/07/07

Debit: - Furniture A/c   (Being furniture purchase      

            vide bill No. 222) 

Amount (Rs.) 

12,500.00

12,500.00

Sd                                            Sd

Manager                                  Accountant 

(ii)



Credit Voucher 

M/s Nazia & Bros 

Shop No. 6 Sadar Bazar                    

Voucher No. 2                   Delhi Cantt – 10             Dated 07/07/07

Credit:: - Sales A/c 

               (Being goods sold vide invoice No. 777) 

Amount (Rs.) 

20,000.00

20,000.00

Sd.                                                                            Sd.

Manager                                                                   Accountant 

(iii)



Transfer Voucher 
M/s Alarm & Sons 

Shop No. 111, Gopinath Bazar 

Voucher No. 3.                 Delhi Cant t – 10            Dated: 07/07/07 

Amount Rs.

Debit: - Purchase A/c 

Credit: - M/s Arya Book Depot A/c 

(being goods purchased on credit vide invoice No. 555) 

30,000.00

30,000.00

30,000.00

30,000.00

Sd.                                                                             Sd 

Manager                                                                   Accountant 

(One mark for each) 
In the book of Mr.Sohan
Bank Reconciliation Statement

(As at Dec 31, 2007)

Particulars

Plus item Rs.

Minus Item Rs.

Overdraft as per pass book 

Less: Cheques deposited but not yet credited by bank 

Less: Cheques dishonoured & debited by bank but not given effect to it in ledger 

Less: Bank charges debited by bank but debit memo not received from bank 

Add: Interest on overdraft excess credit in the ledger 

Add: Wrong credit by bank to the account, deposited of some other party 

Add: cheques issued but not yet presented for payment 

Balance as per cash book 

-

6000

800

50

5,220

200

900

400

6850

-

6720

130

6850

6850

(½ mark for each entry)
The accounts which can generally be opened in the bank are as follows: 

a) Fixed deposit account: - Money is deposited in this account for a fixed period. The depositor gets a fixed deposit receipt. The receipt contains the name of depositor, amount deposited, rate of interest & period for which deposit is made. This receipt is not transferable. Money can be withdrawn before maturity period after charging some discount. 

b) Current deposit account: - In this account, depositor can deposit the money any number of time and can withdraw the money as and when he require it. Generally business class people open this account bank does not pay interest on this deposit, bank provides the overdraft facility in this account. 

c) Saving deposit account: - This account is generally opened by the salaried class people for the purpose of encouraging small savings bank pays interest on this account which is less than that of fixed deposit account. In this account depositor can deposit the money any number of time but restricted to withdraw the money. In a month money can be withdrawn four to five times from this account.

d) Recurring deposit account: - In this account depositor deposits a fixed amount of money for a fixed period regularly upto the maturity period, generally money is deposited on monthly basis. This money cannot be withdrawn before expiry of a fixed term except in certain conditions. The amount of interest which is accrued on deposits, credited in this account and can be withdrawn alongwith principal amount.

(One mark for each) 
In the book of M/s Sohan & Sons 

Trail balance 

(As at Dec 31, 2006) 

Name of Account

Amount (Rs.)

Amount Rs.

Capital A/c

Drawing A/c

Debtors A/c 

Creditors A/c

Sales A/c

Purchases A/c

Rent received A/c 

Outstanding Salary A/c

Opening Stock A/c 

Govt. securities A/c

Machinery A/c 

Provision for Bad & doubtful debt  

-

9,800

18,000

-

-

24,500

-

-

15,400

12,300

20,000

-

40,800

-

-

12,000

36,500

-

8,400

300

-

-

-

2000

1,00,000

1,00,000

(One mark for 3 correct entry) 
Journal 

Date

Particulars

L.F.

Amount (Rs.)

Amount (Rs.)

1.

2.

3.

4.

Furniture A/c – -  Dr 

          To purchases A/c 

(Being purchase of furniture wrongly intend in purchases A/c 

1000

198

400

600

1000

198

400

300

300

Sales A/c - - Dr 

            To suspense A/c 

(Being sales book was overcast)  

Mohan - - Dr

To Allowance A/c

(Being wrongly debited in Allowances A/c)

Rehman                  Dr. 

      To Sales A/c 

      To purchases A/c 

(Being sales wrongly passed through purchases book)

(One mark for each correct entry)
	1
1

½ + ½ = 1

1

1

1

1

½ + ½  = 1

½ + ½  = 1

½ + ½  = 1

½ x 4 = 2
1 + 1 = 2 
1 + 1 = 2 

1 + 1 = 2 

1 + 1 = 2 

3 
3

½ x 8 = 4

4

4

4




22.         











(6)
In the book of M/s Jain & Bros. 

Three Column Cash book

(For the month of March 2008)

Dr                                                
               Cr
	Date
	Receipts
	LF
	Dis
	Cash
	Bank
	Date
	Pay
	L.F.
	Dis
	Cash
	Bank

	08 
Mar 01

‘’      15

‘’      18

‘’      22

‘’      25

‘’      30


	To balance b/d 

To Krishana 

To Sales a/c
To interest a/c 
To Suresh

To Cash  
	C
	-

20

-

-

10

-
	415

-

150

200

-
	2530

530

-

-

250

300
	2008 Mar 01

‘’   05

Mar 16

Mar 20

 Mar 30

Mar 31
	By salary a/c
By purchase a/c 
By Mohan 

By furniture a/c
By bank a/c 

By Balance c/d
	C
	-

-

15

-

-

-


	-

150

-

-

300

315


	950

-

400

300

-

1960

	
	
	
	30
	765
	3610
	
	
	
	15
	765
	3610

	08 

April 
	To Balance b/d
	
	
	315
	1960
	
	
	
	
	
	


(½ mark for each Dis column, 1 mark for each cash column & 1 ½ mark for each bank column) 

Or 

M/s Kapoor & Sons 

Purchase Book

(For the month of March 2008) 

	Date
	
	Invoice
	L.F.
	Detail
	Amount (Rs.)

	2008 

March 01
	M/s Fashion Point

100 Shirts @ Rs. 120 per shirt  

50 Jeans @ Rs. 300 per jeans 
	
	
	12000

15000
	27000

	March 10

‘ ‘ 
	M/s Decent & Bros 

30 Shirts @ Rs. 130 per shirt 

20 Pants @ Rs. 350 per pant

Trace  

Less: discount 10% 
	
	
	10400

7000

17400

1740
	15660

	March 15
	M/s Kajol Traders 

90 Shirts @ Rs. 140 each 

40 pants @ Rs. 360 each 

Add: Expenses 
	
	
	12600

14400

27000

480
	27480

	March 30
	M/s Sanjeev & Bros

100 shirts @ Rs. 160 each 

50 Pants @ Rs. 450 each 

Less: Trase Discount 10%

Add: Expenses  
	
	
	16000

22500

38500

3850

34650

360
	35010

	
	Purchases A/c – Dr   
	
	
	
	105150


(i) Transaction on March 20 will not be considered due to different dealing.

(ii) Transaction on March 25 will also be not considered due to each transaction & it will be recorded in Cash book. 

(One mark for each entry on March 01,10,15,20,25,30)
	23.

24.
	Book of M/s Furkan & Sons 

Trading and A/c account 

(For the year ended Dec 31, 2007) 

Particular 

Amount 

Rs.

Particular 

Amount 

Rs. 

To opening stock 

To purchases      82600

 - Pur Return         1600
To carriage inward 

To wages              4000

To o/s wages        2400        
To power 

To gross profit tr in P/L A/c 

To Rent              22000     

+ O/s Rent            2000
To Salaries                   

To insurance        3600 

Prepaid insurance -600
To O/S interest on bank loan.

To bad debts          600

+ Provision           1000
To Depreciation on machinery            5000      

Furniture                700
To Net profit Tr to capital A/c  
42,000

81,000

1,200

6,400

82,400

By Sales 

By closing stock 

By Gross profit Tr. from 

Trading account
1,55,000

64,000

2,19,000

2,19,000

24,000

15,000

3,000

1,000

1,600

5,700

32,100

82,400

82,400

82,400

Balance Sheet

(As at Dec 31, 2007)

Liabilities 
Amount 
Assets 
Amount 

(Rs.)
Capital               80,000

+ Net Profit        32,100
                       1,12,100

- Drawing         18,000
O/S wages      
O/S rent 

8% Bank loan     25000

+ O/S interest       1000
Creditors  

94,100

2,400

2,000

26,000

18,900

1,43,400

Cash at Bank 

Stock 

Debtors            20,600

- Bad Debts          600
                         20,000

- Provision          1,000
Prepaid insurance

Furniture           14000

- Dep                     700
Machinery        50,000

- Dep                 5,000
1,500

64,000

19,000

600

13300

45,000

1,43,400

Or 

Book of _ _ _ _ _ _ _ _ _ _ _ _

Trading and P & L Account 

(For the year ended Dec 31, 2007) 

Particular 
Amount

(Rs.) 
Particular 
Amount 

(Rs.) 
To opening stock 

To purchases

To wages              800

     + O/S wages   150

To carriage inward 

To gross profit Tr in P/L A/C 

To salary 

To repairs 

To rent                  450

Prepaid rent         -150
To misc exp 

To bad debt          500

+ Further B/D        200                     
                              700         
+ Provision            170
To interest on capital 

To depreciation on 

Vehicle                 390

Machinery           1200
.1,600

2,000

950

160

1090

By sales 

By closing stock 

By gross profit Tr from trading A/c 

By interest             1350

+ Accrued interest  150       
By commission      1600

Unaccrued comm.   -200
By interest on drawing 

By net loss transferred 

In capital A/C 
4,200

1,600

5,800

5,800

800

190

300

150

870

1,000

1,590

1,090

1,500

1,400

100

810

4,900

4,900

Balance Sheet 

(As at Dec 31, 2007) 

Liabilities 
Amount 

(Rs.)
Assets 
Amount 

(Rs.) 
Creditors 

O/S wages 

Unaccrued commission 

Capital                   20,000

+  Interest                1,000
                              21,000

Less: Drawing 1700

    +   Interest    100  1,800
                               19,200

    -    Net loss             810
2000

150

200

18,390

Cash at Bank 

Debtors         3600

- Further B/D   200
                      3400

- Provision       170
Vehicles        2600

- Dep               390
Machinery   12000

- Dep             1200
Prepaid rent 

Accrued interest

Stock 

2,600

3,230

2,210

10,800

150

150

1,600

20740

20,740

(One mark for trading account, 3 marks for P/L account and 2 marks for balance sheet) 

(i) Gross income = Rs. 35,000 x 12 = Rs. 4,20,000 

(ii) Deductions : - (a) Donation (PMRF 100%) 

= Rs. 30,000   

(b) Charitable Hospital 50% of 40,000 
= Rs. 20,000 

Total 





   Rs. 50,000
(iii)
Savings: - Provident Fund – 5000 x 12

= Rs. 60000



     LIC 




= Rs. 25000



    NSC 




= Rs. 20000



Total 




= Rs. 1,05,000

Admissible savings = Rs. 1,00,000

(iv) 
Taxable income = Rs. 4,20,000 – (50,000 + 1,00,000) 




     = Rs. 2,70,000

(V)
Tax on the taxable income = 21500 + 30% of (270000 – 250000)






= 21500 + 30% of Rs. 20,000






= 21500 + 6000






= Rs. 27,500

(VI)
Total Tax 
= Tax on taxable income + cess 




= Rs. 27500 + 2% of 27500




= Rs. 27500 + Rs. 550 = Rs. 28050

(VII)
Tax already paid 
= Rs. 2300 x 11 = Rs. 25300

(VIII)
Tax to be paid in 12th month = Rs. 28050 – 25300






= 2,750 
Or 

(i) 
Gross income 
= 25000 x 12 = 3,00,000

(ii)
Donation: - PMR Fund (100%) 



= Rs.25000



      Chartable Hospital 50% of Rs. 30000
= Rs.15000
                                             Total 


   Rs. 40000
(iii)
Savings: P.F. = 4000 x 12

= Rs. 48000


              LIC  = 

               Rs. 15000



  NSC



= Rs. 20000


Total 



= Rs. 83000  < Rs 1,00,000
Admissible savings – Rs. 83,000

(IV) 
Taxable income
= Rs. 3,00,000 – (Rs. 40,000 + Rs. 83,000) 




   
= Rs.  3,00000 – Rs. 123000





= Rs. 177000

(V)
Tax on the taxable income = Rs. 5000 + 20% of Rs. 27000






   Rs. 5000 + Rs. 5400






= Rs. 10400

(VI)
Education cess 

= Rs. 10,400 x 2% 






= Rs. 208

(VII)
Total tax payable 

= Rs. 10400 + Rs. 208






= Rs. 10608

(VIII)
Tax already paid 

= 11 x 1000






= Rs. 11,000

(IX) 
Money to be refunded 
= Rs. 11,000 – Rs. 10608






= Rs. 392 

Hence, No deduction of tax in last month of the year 2006. 

But amount to be refunded Rs. 392. 

(1 mark for upto Sr. No. (iii) + 1 mark upto to Sr. No. 6 and 1 mark for rest) 
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