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ASSIGNMENT No. 1

(Units: 1–4)

Note: All questions are compulsory.

Q.1
Describe the purpose of accounting, and explain its role in business and society. Also identify the primary users of accounting information.
(15)
Q.2
The following selected information is taken from the records of Pickard and Associates.
(15)

	Accounts payable

Rs.143,000

Accounts receivable

95,000

Advertising expense

14,500

Cash

63,000

Supplies expense

31,500

Rent expense

12,000

Utilities expense

2,500
	Income taxes (30% of 
income before taxes

Rs.    ?         
Miscellaneous expense

5,100
Owners’ equity

215,000

Salaries expense

78,000

Fee (revenues)

476,000


1.
Prepare an income statement for the year ended December 31, 2018. (Assume that 11,000 shares of stock are outstanding.)
2.
Explain what the EPS ratio tells the reader about Pickard and Associates.

Q.3
a)
Explain the increase/decrease, debit/credit relationship of asset, liability, and owners’ equity accounts.
(10)

b)
Eastcott Corporation had the following information reported. From these data, determine the amount of:
(10)


1.
Capital stock at December 31, 2017.



2.
Retained earnings at December 31, 2018.



3.
Revenues for the year 2018.
	
	December 31, 2017
	December 31, 2018

	Total assets



Total liabilities


Capital stock


Retained earnings


Revenues for 2018


Expenses for 2018


Dividends paid 2018

	
Rs. 250,000


110,000


? 


95,000
	
Rs. 290,000


125,000


55,000


?


?


132,000


6,500




Q.4
The following data were associated with the accounts receivable and uncollectible accounts of Sundas, Inc., during 2018:
(20)


a)
The opening credit balance in allowance for bad debts was Rs. 600,000 at January 1, 2018.


b)
During 2018, the company realized that specific accounts receivable totaling Rs. 630,000 had gone bad and had been written off.


c)
An account receivable of Rs.35,000 was collected during 2018. This account had previously been written off as a bad debt in 2017.

d)
The company decided that allowance for bad debts would be Rs.650,000 at the end of 2018.

Required:


i)
Prepare journal entries to show how these events would be recognized in the accounting system using the allowance method.


ii)
Discuss the advantages of the allowance method when compared to the direct method with respect to the matching principle.

Q.5
Define cash and cash equivalents and explain how to report them. Also describe the use of documentation and verification to control cash disbursements.
(10)
Q.6
Why is documentation important to accounting information systems? Why should accountant be interested in AIS documentation? Also distinguish between document flowcharts, system flowcharts, data flow diagrams, and program flowcharts. How are they similar? How are they different? 
(20)
ASSIGNMENT No. 2

(Units: 5–9)

Total Marks: 100
Pass Marks: 50
Q.1
The following information is available for Sedona, Inc., as of May 31, 2018:
(15)

a)
Cash on the books as of May 31 amounted to Rs.42,754.16. Cash on the bank statement for the same date was Rs. 52,351.46.


b)
A deposit of Rs. 5,220.94 representing cash receipts of May 31, did not appear on the bank statement.


c)
Outstanding checks totaled Rs. 3,936.80.


d)
A check for Rs.1,920.00 returned with the statement was recorded incorrectly in the check register as Rs.1,380,00. The check was for a cash purchase of merchandise.


e)
The bank service charge for May amounted to Rs.25.


f)
The bank collected Rs.12,360.00 for Sedona, on a not. The face value of the note was Rs.12,000.00.


g)
An NSF check for RS.183.56 from a customer, Eva Mendez, was returned with the statement.


h)
 The bank mistakenly charged to the company account a check for Rs.850.00 drawn by another company.

i)
The bank reported that it had credited the account for Rs.120.00 in interest on the average balance for May.

Required:

1.
Prepare a bank reconciliation for Sedona as of May 31, 2018.

2.
Prepare the journal entries necessary to adjust the accounts.

3.
What amount of cash should appear on Sedona’s balance sheet as of May 31?

Q.2
Identify the classifications of long-term assets, and describe how they are valued by allocating their costs to the periods that they benefit.
(10)
Q.3
Times Printing owned a piece of equipment that cost Rs.32,400 and on which it had recorded Rs.18,000 of accumulated depreciation. The company disposed of the equipment on January 2, the first day of business of the current year.
(20)

1.
Calculate the carrying value of the equipment.

2.
Calculate the gain or loss on the disposal under each of the following assumptions:



a)
The equipment was discarded as having no value.



b)
The equipment was sold for Rs.6,000 cash.



c)
The equipment was sold for Rs.16,000 cash.

Q.4
Mazurka Corporation has 2,000 shares of Rs.100, 8 percent cumulative preferred stock outstanding and 40,000 shares of Rs.1 par value common stock outstanding. In the company’s first three years of operation, its board of directors paid the following cash dividends: 2016, none; 2017, Rs.40,000; and 2018, Rs.80,000. Determine the total cash dividends and dividends per share paid to the preferred and common stockholders during each of the three years.
(15)

Q.5
On July 1, 2014, Jones Corporation, a new corporation, issued 40,000 shares of its common stock to finance a corporate headquarters building. The building has a fair market value of Rs.1,200,000 and a book value of Rs.800,000. Because Jones is a new corporation, it is not possible to establish a market bale for its common stock. Prepare journal entries to record the issuance of stock for the building, assuming the following conditions: (1) the par value of the stock is Rs.10 per share; (2) the stock is no-par stock; and (3) the stock has a stated value of Rs.4 per share.
(10)

Q.6
Match each term that follows with the appropriate definition.
(10)
	1.
Face interest rate

2.
Bond indenture

3.
Secured bonds

4.
Bond issue

5.
Coupon bonds

6.
Callable bonds

7.
Market interest rate

8.
Convertible bonds

9.
Registered bonds
	a.
A contract that defines the rights, privileges, and limitations of the bondholders.

b.
Bonds that allow the bondholder to exchange a bond for a specified number of shares of common stock.

c.
The fixed rate of interest paid to bondholders based on the face value of the bonds.

d.
Bonds that give the issuer the right to buy back and retire the bonds before maturity at a specified price, which is usually above face value.

e.
The rate of interest paid in the market on bonds of similar risk.

f.
The total value of bonds issued at one time.

g.
Bonds issued in the names of the bondholders.

h.
Bonds that carry a pledge of certain corporate assets as a guarantee of repayment.

i.
Bonds not registered with the organization but bearing coupons stating the amount of interest due and the payment date.


Q.7
Linz Company sold Rs.250,000 of 9.5 percent, 20-year bonds on April 1, 2014, at 106. The semiannual interest payment dates are march 31 and September 30. The market interest rate is 8.9 percent. The company’s fiscal year ends September 30. Use the effective interest method to calculate the amortization. (Round to the nearest cent).
(20)

1.
With regard to the bond issue on April 1, 2014:


a)
How much cash is received?


b)
How much is Bonds Payable?


c)
What is the difference between a and b called and how much is it?

2.
With regard to the bond interest payment on September 30, 2014:


a)
How much cash is paid in interest?


b)
How much is the amortization?


c)
How much is interest expense?

3.
With regard to the bond interest payment on March 31, 2015:



a)
How much cash is paid in interest?



b)
How much is the amortization?



c)
How much is interest expense?

[image: image1.jpg]Unit 1.

Unit 2.

Unit 3.

Unit 4.

Unit 5

Unit 6.

FINANCIAL ACCOUNTING

Introduction to Accounting

1.1.  Evolution of accounting

1.2.  Accounting theory & conceptual framework
1.3.  Why study Accounting?

1.4.  Accounting Information System(AIS)

1.5.  Manual, computerized, and computer based accounting system
1.6.  Basic accounting model

1.7.  Financial Statements

1.8.  Characteristics of financial statements

1.9. Constraints on relevant, reliable information
Cash Management

2.1 Cash

22 Cash management

23 Internal control over cash

24 Cash receipts and disbursements

2.5 Reconciling the bank statements

2.6 The impress petty cash system

2.7 The statement of cash flows

Accounts receivable

3.1 Uncollectible accounts

3.2 Write-off methods

33 Estimation of credit losses

34 Management of accounts receivable

3.5 Techniques to minimize credit losses

3.6 Evaluating the quality of accounts receivable
3.7 Notes receivable and interest charges

3.8 Credit card sales

39 Credit risk

Short-term Investments

4.1 Short term investments

42 Purchases of marketable securities

43 Recognition of investment revenue

44 Adjusting marketable securities to market value
4.5 Reporting investment transaction

Accounting Information System

5.1 Forms of business

52 What is an Accounting Information System (AIS)?
53 Manual, computerized, and computer based AIS
54 Using AIS to add value to business

5.5 The future role of the AIS

5.6 Elements and procedures of AIS

5.7 Development of an accounting information system
5.8 Special Journals

59 Subsidiary ledgers

5.10  Special journals and posting process
Accounting for Inventory & Plant Assets

6.1 Inventory systems

6.2 Types of inventories

6.3 Identifiable costing method

6.4 Cost flow assumptions (LIFO, FIFO)

6.5 Weighted and moving average method

6.6 Lower of cost or market

6.7 Net realizable value

6.8 Advantages and disadvantages of LIFO, FIFO and AVCO





[image: image2.jpg]6.9
6.10
6.11

Accounting for Property; Plant and Equipment
Property, plant and equipment
Depreciation

Unit 7. Single Entry Book-keeping and Incomplete Records

7.1
7.2
7.3
7.4
7.5

Meaning of single entry

Deficits of ‘single entry and incomplete records’

Preparation of accounts under single entry and incomplete records
Difference between statement of affairs and balance sheet

Conversion of single entry or incomplete records into double entry records

Unit 8. Corporations

8.1
8.2
8.3
8.4
8.
8.6
8.7
8.8
8.9
3.10
8.11
8.12
8.13

Corporation, advantages and disadvantages

Stockholders’ equity and dividends.

Rights of common stockholders and preferred stockholders
Issuance, face value, book value and market value of stocks
Donated capital

Continued and discontinued operations

Changes in accounting policies

Earning per share (EPS)

Stock split and repurchase

Statement of stockholders equity

Statement of retained earnings

Statutory books

Financial statements

Unit 9. Special Type of Liabilities

9.1
92
9.3
9.4
9.5
9.6
9.7
9.8
9.9
9.10
9.11
9.12
9.13
9.14
9.15

Bond

Bond interest

Accounting for bonds payable

Year-end adjustments for bond interest expense
Bond sinking fund

Investment in Corporate Securities

Short-term and Long-term Investment
Investment in marketable securities
Accounting for marketable securities

Sale of investment

Accounts of Holding Companies and Non Profit Accounting
Accounting for parent, subsidiary and affiliates
Recording intercompany transactions

Methods of accounting for consolidations
Accounting of payroll

Recommended Books:

Principles of Financial Accounting by Meigs & Meigs
Accounting Information System by Romney, Steinbart




AIOU-AS-275(18)PPU-14-9-2018-50
5

