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NOTE: 
Question No. 1 is compulsory. Attempt any four questions from the rest. All questions carry equal marks. Phones and other Electronic Gadgets are not allowed. 
   
Q.1
Choose the correct one

1. The accounting equation is

a. Assets= liability +owner equity

b. Assets-liablity = owner equity

c. Assets +liability= owner equity

d. Assets= liability- owner equity

2. Any amount which is taken out of a business in form of drawing, reduces the

a. Capital


b. Purchases

c. Revenue

d. Expenses

3. Rent account is an example of 

a. Capital account 
b. Personal account
c. Real account
d. Nominal account

4. Building and furniture are called

a. Fixed assets

b. Intangible assets
c. Current assets
d. Steel assets

5. Equity is equal to 

a. Liability-capital
b. Assets-capital
c. Liability+capital 
d. liability÷capital

6. the systems of accounting are

a. four


b. three


c. two 


d. five

7. if capital is 10000 and liabilities are 15000, then assets=

a. 20000


b. 5000

c. 25000

d. 15000

Q.2
Marietta corporation uses a perpetual inventory system. The company sells merchandise costing $3000 at a sale price of $4300. In recording this transaction Marietta will make all of the following entries except: 

a. Credit sale $4300

b. Credit inventory $4300

c. Debit cost of good sold, $3000

d. Credit one or more accounts in the inventory subsidiary ledger for amount totaling $3000. 

Q.3
Blue case Manna has a $200000 mortgage liability. This mortgage is payable in monthly installments of $2057, which include interest computed at the rate of 12% per year (1% per month)

a. Prepare a partial amortization table showing the original balance of this loan and the allocation of first two monthly payments between interest expense and reduction in the unpaid balance. 

b. Prepare the journal entry to record the second monthly payment.

c. Will monthly interest increase, decrease, or stay the same over the life of loan? Explain.

Q.4
On May 15 1999 Delta company required new machine with an estimated useful life of 5 years. Cost of t
he equipment was $55000, with the residual value of $5000. For tax purpose this machinery is classified 
as 5 year property. 
a. Compute the amount of depreciation recognized in each of the first 3 years (1999, 2000 and 2001) under each of the three depreciation methods listed below. In each case assume the half year convention is applied in 1999. (i. Straght line method, ii. Double declining method and iii. MACRS)

b. Comment on significant differences on similarities that you observe among the pattern of depreciation expense recognized under these methods. 

Q.5
Differentiate periodic inventory system from perpetual inventory system. 

Q.6
Why a company prefer short term investment over a long term investment. Define your opinion being a 
financial manager. 

Q.7
Write short note on any two of the following

a. Stable currency assumption

b. Wasting assets

c. Bank reconciliation 
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