Roll No.__________________

22 August, 2016

[image: image1.jpg]




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

a. The maintenance of accounts in a systematic way is called 

i. Reading 
ii. Auditing

iii. Accounting 

iv. Book keeping

b. Building and furniture are called

i. Fixed assets 
ii. Current assets 
iii. Intangible assets
iv. Iron assets

c. For the business, capital is

i. Asset

ii. Expense

ii. Liability 

iv. All of them

d. when owner withdraws cash for its private use, it is called

      i.    profit

ii. Expense

iii. drawing

iv. income

e. cash account is a kind of

      i. real account
ii. personal account 
iii. capital account 
iv. nominal account 
f. Owner’s equity is also known as 
      i.  capital

ii. liability 

iii. Asset

iv. expense

Q2. 
Write the nature and scope of financial accounting in detail.

Q3. 
a. Explain the forms of business organizations.

b. Who are the accounting information users?

Q4. 
First National bank is considering making a $25000 loan to the Coffee Brake, a gourmet drive through coffee stand. The Coffee Brake is a sole proprietorship that is owned by Javed Jan. First national has obtained current financial statements of the business, including the balance sheet that shows total owner’s equity of more than $400,000. 

a. Explain why the balance sheet of sole proprietorship is of limited value to a creditor such as first 
National.

b. why additional information would be critical to First National in deciding whether or not to make a 
loan. 

Q5.
Micro circuit company purchased new equipment on oct 4 1998, at a cost of $80000. The useful life of this equipment was estimated at 5 years, with no salvage value.

a. Bigining with calendar year 1998, compute the annual depreciation expense for each year using each of the two methods

i. Straight line, with depreciation in fractional years rounded to the nearest month. 

ii. MACRS (the equipment is classified as 5 year property.

Q6. 
The common stock of Newton corporation was trading at $45 per share on October 15, 2000. A year later, on October 15 2001, it was trading at $100 per share. On this date, Newton’s board of directors decided to split the company’s common stock.

a. If a company decided on a 2-for-1 split, at what price would you expect the stock to trade immediately after the split goes into effect?

b. If the company decided 4-for-1 split, at what price would you expect the stock to trade immediately 
after the split goes into effect?

c.   Why do you suppose Newton’s board of directors decided to split the company’s stock? 

Q7. 
Attempt any TWO of the following

a. GAAP

b. Asset depreciation

c. Ratio analysis 
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