HIRE PURCHASE TRANSACTION

1. The purchase price of a motor car purchased by Car Mart Co. on hire purchase from Autoriders company is Rs. 37,250. It is available on hire purchase on the following terms: a) Initial amount payable is Rs. 10,000 b) total amount of interest @ 5% p.a. comes to Rs. 2,750. c) Balance amount is payable in three installment of Rs 10,000 each Analyse the terms of above hire purchase agreement. 

2. The Car Mart company purchases a Motor Car from Autoriders Company on a hire purchase agreement on January 1, 2001, paying cash Rs. 10,000 and agreeing to pay further three installments of Rs. 10,000 each on 31st December each year. The cash price of the car is Rs. 37,250 and the Autoriders Company charges interest at 5% p.a. Compute the amount of yearly interest. 

3. The Car Mart company purchases a motor car from Autoriders on a hire purchase agreement on January 1, 2004 paying cash Rs. 10,000, and agreeing to pay further three installment of Rs. 10,000 each on 31st December each year, the cash price of the car is Rs. 37,250. Compute the amount of yearly interest. 

4. The Car Mart company purchases a motor car from Autoriders Company on a hire purchase agreement on January 1, 2001, paying cash Rs. 10,000 and agreeing to pay further three installments of Rs. 10,000 each on 31st December each year. The cash price of the car is Rs. 37,250 and the Autoriders Company charges interest at 5% p.a. The Car Mart company writes off 10% p.a. as depreciation on the reducing installments system. Compute the amount of yearly depreciation. 

5. On 1-1-2000 M has purchased a machinery from A and paid Rs. 8,000 at the time of delivery. The cash price was Rs. 48,000. the balance amount was paid in the following four installments on the 31st December every year with interest @ 5% on cash price: Rs. 12,000 on 31-12-2000; Rs. 11,500 on 31-12-2001 Rs. 11,000 on 31-12-2002 and Rs. 10,500 on 31-12-2003. Machinery was to be depreciated at 10% p.a. on reducing balance method. 
Prepare Machinery A/c and Vendor A/c in the books of M. Use Full Cash Price (Credit Purchase) method. 

6. The Loksewa transport Ltd. purchased trucks from the Hindustan Motors Ltd. on Hire purchase Basis. The cash price of the trucks was Rs. 3,20,000. The amounts were payable as under:- 
Rs. 1,00,000 on the date of purchase i.e. 1st January, 2001.
Rs.    80,000 on 31st December, 2001
Rs.    80,000 on 31st December, 2002
Rs.    82,478 on 31st December, 2003
The Hindustan Motors Ltd, charged interest at 5% p.a. on the unpaid amount. The purchasing company decided to write off as depreciation 20% on the diminishing balance each year. You are required to give Trucks Account, The Hindustan Motor Ltd. Account and Interest Account in books of the Loksewa Transport Ltd. according to Credit Purchase Method. 


