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old objects.
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A WORD TO MY DEAR STUDENTS

It gives me great pleasure in presenting the Students' Support Material to all KV
students of class XII.

The material has been prepared keeping in mind your needs when you are
preparing for final exams and wish to revise and practice questions or when you
want to test your ability to complete the question paper in the time allotted or
when you come across a question while studying that needs an immediate
answer but going through the text book will take time or when you want to
revise the complete concept or idea in just a minute or try your hand at a
question from a previous CBSE Board exam paper or the Competitive exam to
check your understanding of the chapter or unit you have just finished. This
material will support you in any way you want to use it.

A team of dedicated and experienced teachers with expertise in their subjects
has prepared this material after a lot of exercise. Care has been taken to include
only those items that are relevant and are in addition to or in support of the text
book. This material should not be taken as a substitute to the NCERT text book
but it is designed to supplementit.

The Students' Support Material has all the important aspects required by you; a
design of the question paper, syllabus, all the units/chapters or concepts in
points, mind maps and information in tables for easy reference, sample test
items from every chapter and question papers for practice along with previous
years Board exam question papers.

| am sure that the Support Material will be used by both students and teachers
and | am confident that the material will help you perform well in your exams.

Happy learning!

W\

Santosh Kumar Mall
Commissioner, KVS



FOREWORD

The Students' Support Material is a product of an in-house academic exercise
undertaken by our subject teachers under the supervision of subject expert at
different levels to provide the students a comprehensive, yet concise, learning
support tool for consolidation of your studies. It consists of lessons in capsule
form, mind maps, concepts with flow charts, pictorial representation of chapters
wherever possible, crossword puzzles, question bank of short and long answer
type questions with previous years' CBSE question papers.

The material has been developed keeping in mind latest CBSE curriculum and
question paper design. This material provides the students a valuable window on
precise information and it covers all essential components that are required for
effective revision of the subject.

In order to ensure uniformity in terms of content, design, standard and
presentation of the material, it has been fine tuned at KVS Hqrs level.

I hope this material will prove to be a good tool for quick revision and will serve
the purpose of enhancing students' confidence level to help them perform better.
Planned study blended with hard work, good time management and sincerity
will help the students reach the pinnacle of success.

Best of Luck.

U.N. Khaware

Additional Commissioner (Acad.)
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CBSE CURRICULAM CLASS Xl ACCOUNTANCY FOR 2019-20 BOARD EXAM

Part A: Accounting for Not-for-Profit Organizations, Partnership Firms and Companies
Unit 1: Financial Statements of Not-for-Profit Organizations

Units/Topics

Learning Outcomes

¢  Not-for-profit organizations: concept.

e Receipts and Payments Account: features and
preparation.

e Income and Expenditure Account: features,
preparation of income and expenditure account
and balance sheet from the given receipts and
payments account with additional information.

Scope:

() Adjustments in a question should not exceed 3 or 4 in
number and restricted to subscriptions, consumption of
consumables and sale of assets/ old material.

@ Entrance/admission fees and general donations are

to be treated as revenue receipts.

@ Trading Account of incidental activities is not to be
prepared.

After going through this Unit, the students will be able
to:

the
organization and its distinction from a profit

e State meaning of a Not-for-profit
making entity.

e State the meaning of receipts and payments
account, and understanding its features.

e  Develop the understanding and skill of
preparing receipts and payments account.

e  State the meaning of income and expenditure
account and understand its features.

e Develop the understanding and skill of
preparing income and expenditure account and
balance sheet of a not-for-profit organization
with the help of given receipts and payments
account and additional information.

Unit 2: Accounting for Partnership Firms

Units/Topics

Learning Outcomes

e  Partnership: features, Partnership Deed.

e  Provisions of the Indian Partnership Act 1932 in
the absence of partnership deed.

e Fixed v/s fluctuating capital accounts.
Preparation of Profit and Loss Appropriation
account- division of profit among partners,
guarantee of profits.

e Past adjustments (relating to interest on capital,
interest on drawing, salary and profit sharing
ratio).

e  Goodwill: nature, factors affecting and methods
of valuation - average profit, super profit and

capitalization.

Note: Interest on partner's loan is to be treated as a

After going through this Unit, the students will be able
to:
e State the meaning of partnership, partnership
firm and partnership deed.

o Describe the characteristic features of
partnership and the contents of partnership
deed.

e Discuss the significance of provision of
Partnership Act in the absence of partnership
deed.

o Differentiate between fixed and fluctuating
capital, outline the process and develop the
understanding and skill of preparation of Profit
and Loss Appropriation Account.

e  Develop the understanding and skill of




charge against profits.

Goodwill to be adjusted through partners capital/ current

account or by raising and writing off goodwill (AS 26)

Accounting for Partnership firms - Reconstitution and

Dissolution.

Change in the Profit Sharing Ratio among the
existing partners - sacrificing ratio, gaining
ratio, accounting for revaluation of assets and
reassessment of liabilities and treatment of
reserves and accumulated profits. Preparation of
revaluation account and balance sheet.

Admission of a partner - effect of admission of a
partner on change in the profit sharing ratio,
treatment of goodwill (as per AS 26), treatment
for revaluation of assets and re- assessment of
liabilities, treatment of reserves and accumulated
profits, adjustment of capital accounts and
preparation of balance sheet.

Retirement and death of a partner: effect of
retirement / death of a partner on change in profit
sharing ratio, treatment of goodwill (as per AS
26), treatment for revaluation of assets and
reassessment of liabilities, adjustment of
accumulated profits and reserves, adjustment of
capital accounts and preparation of balance sheet.
Preparation of loan account of the retiring partner.
Calculation of deceased partner’s share of
profit till the date of death. Preparation of
deceased partner’s capital account and his
executor’s account.

Dissolution of a partnership firm: meaning of
dissolution of partnership and partnership firm,
types of dissolution of a firm. Settlement of
accounts - preparation of realization

preparation profit and loss appropriation

account involving guarantee of profits.

Develop the understanding and skill of

making past adjustments.

state the meaning, nature and factors affect tin
goodwill

Develop the understanding and skill of valuation
of goodwill using different methods.

State the meaning of sacrificing ratio, gaining
ratio and the change in profit sharing ratio
among existing partners.

Develop the understanding of accounting
treatment of revaluation assets and
reassessment of liabilities and treatment of
reserves and accumulated profits by preparing
revaluation account and balance sheet.

Explain the effect of change in profit sharing
ratio on admission of a new partner.

Develop the understanding and skill of treatment
of goodwill as per AS-26, treatment of
revaluation of assets and re-assessment of
liabilities, treatment of reserves and accumulated
profits, adjustment of capital accounts and
preparation of balance sheet of the new firm.
Explain the effect of retirement / death of a
partner on change in profit sharing ratio.

Develop the understanding of accounting
treatment of goodwill, revaluation of assets and
re-assessment of liabilities and adjustment of
accumulated profits and reserves on retirement

/ death of a partner and capital adjustment.
Develop the skill of calculation of deceased
partner's share till the time of his death and
prepare deceased partner's executor's account.

Discuss the preparation of the capital




account, and other related accounts: capital
cash/bank alc

(excluding piecemeal distribution, sale to a

accounts of partners and
company and insolvency of partner(s)).

Note:

The realized value of each asset must be given at the time

of dissolution.

In case, the realization expenses are borne by a partner,

clear indication should be given regarding the

payment thereof.

accounts of the remaining partners and the balance
sheet of the firm after retirement / death of 3
partner.

e  Understand the situations under which
partnership firms can be dissolved.

¢  Develop the understanding of preparation of
realization account and other related accounts.

Unit-3 Accounting for Companies

Units/Topics

Learning Outcomes

Accounting for Share Capital
e  Share and share capital: nature and types.
e Accounting for share capital: issue  and
allotment of equity and preferences shares.
Public subscription of shares - over subscription
and under subscription of shares; issued at par
and at premium, calls in advance and arrears
(excluding interest), issue of shares for
consideration other than cash.
e Concept of Private Placement and Employee
Stock Option Plan(ESOP).
e  Accounting treatment of forfeiture and re-
issue of shares.
e Disclosure of share capital in the Balance

Sheet of accompany.

Accounting for Debentures
e Debentures: Issue of debentures at par, at a
premium and at a discount. Issue of debentures for
consideration other than cash; Issue of debentures
with terms of redemption; debentures as collateral
security- concept, interest on debentures. Writing
off discount / loss on issue of debentures.

After going through this Unit, the students will be able
to:

e  State the meaning of share and share capital and
equity
preference shares and different types of share

differentiate  between shares and
capital.

e Understand the meaning of private placement of
shares and Employee Stock Option Plan.

e Explain the accounting treatment of share
capital transactions regarding issue of shares.

o Develop the understanding of accounting
treatment of forfeiture and re-issue of
forfeited shares.

e Describe the presentation of share capital in the
balance sheet of the company as per schedule 11
part | of the Companies Act2013.

e Explain the accounting treatment of different
categories of transactions related to issue of
debentures.

e  Develop the understanding and skill of writing of
discount / loss on issue of debentures.

e Understand the concept of collateral security and
its presentation in balance sheet.

o  Develop the skill of calculating interest on




Note: Discount or loss on issue of debentures to be written

off in the year debentures are allotted from Security

Premium Reserve (if it exists) and then from Statement of
Profit and Loss as Financial Cost (AS 16).

Redemption of debentures-Methods: Lump
sum, draw of lots.

Creation of Debenture Redemption Reserve.

Note: Related sections of the Companies Act, 2013 will

apply.

debentures and its accounting treatment.

e State the meaning of redemption of
debentures.

e Develop the understanding of accounting
treatment of transactions related to redemption of
debentures by lump sum, draw of lots and
Creation of Debenture Redemption Reserve.

Part B: Financial Statement Analysis

Unit 4: Analysis of Financial Statements

Units/Topics

Learning Outcomes

Financial statements of a Company:

Statement of Profit and Loss and Balance Sheet in

prescribed form with major headings and sub headings
(as per Schedule 111 to the Companies Act,2013)

Note: Exceptional items, extraordinary items and

profit (loss) from discontinued operations are

excluded.

Financial Statement Analysis: Objectives,
importance and limitations.

Tools for Financial Statement Analysis:
Comparative statements, common size statements,
cash flow analysis, ratio analysis.

Accounting Ratios: Meaning, Obijectives,
classification and computation.

Liquidity Ratios: Current ratio and Quick
ratio.

Solvency Ratios: Debt to Equity Ratio, Total
Asset to Debt Ratio, Proprietary Ratio and
Interest Coverage Ratio.

Activity Ratios: Inventory Turnover Ratio,
Trade Receivables Turnover Ratio, Trade

After going through this Unit, the students will be able
to:

e  Develop the understanding of major headings and
sub-headings (as per Schedule I1lIl to the
Companies Act, 2013) of balance sheet as per the
prescribed norms/formats.

e  State the meaning, objectives and limitations of
financial statement analysis.

e Discuss the meaning of different tools of
‘financial statements analysis'.

e Develop the understanding and skill of
preparation of comparative and common size
financial statements.

e State the meaning, objectives and
significance of different types of ratios.

e  Develop the understanding of computation of
current ratio and quick ratio.

e Develop the skill of computation of debt equity
ratio, total asset to debt ratio, proprietary ratio and
interest coverage ratio.

e  Develop the skill of computation of inventory
turnover ratio, trade receivables and trade
payables ratio and working capital turnover




Payables Turnover Ratio and Working
Capital Turnover Ratio.

Profit
Operating Ratio, Operating Profit Ratio, Net

e Profitability Ratios: Gross Ratio,

Profit Ratio and Return on Investment.

ratio.
e Develop the skill of computation of gross profit
ratio, operating ratio, operating profit ratio, net

profit ratio and return on investment.

Note: Net Profit Ratio is to be calculated on the basis of profit before and after tax.

Unit 5: Cash Flow Statement

Units/Topics

Learning Outcomes

e Meaning, objectives and preparation (as per AS
3 (Revised) (Indirect Method only)

Note:

Adjustments relating to depreciation and amortization,
profit or loss on sale of assets includes investments,
dividend (both final and interim) and tax.

Bank overdraft and cash credit to be treated as short
term borrowings.

Current Investments to be taken as Marketable

securities unless otherwise specified.

After going through this Unit, the students will be
able to:
e State the meaning and objectives of cash flow
statement.
e Develop the understanding of preparation of
Cash Flow Statement using indirect method as
per AS 3 with given adjustments.

Note: Previous years’ Proposed Dividend to be given effect, as prescribed in AS-4, Events occurring after the Balance

Sheet date. Current years’ Proposed Dividend will be accounted for in the next year after it is declared by the

shareholders.




Suggested Question Paper Design Accountancy
(Code No. 055) Class X11 (2019-20)

Theory:80Marks
Project: 20 Marks

3hrs.

Typology of Questions

Objective
Type/
MCQ

1 Mark

Short
Answer

3 Marks

Short
Answer

4 Marks

Long
Answer

6 Marks

Long
Answer

8 Marks

Marks

o ZWw

Remembering: Exhibit
memory of previously learned
material by recalling facts,

terms, basic
concepts, and answers.

5

18

Understanding: Demonstrate
understanding of facts and
ideas by organizing,
comparing, translating,
interpreting, giving
descriptions, and stating main

ideas

26

Applying: Solve problems to
new situations by applying
acquired knowledge, facts,

techniques and
rules in a different way.

19

Analyzing and Evaluating:
Examine and break
information into parts by
identifying motives or causes.
Make inferences and find
evidence to
support
generalizations.

Present and defend opinions by
making  judgments  about
information, validity of ideas,
or quality of work based on a
set of criteria.

Creating: Compile
information together in a
different way by combining
elements in a new patter nor
proposing alternative solutions.

17

TOTAL

20x1=20

2x3=6

5x4=20

3x6=18

2x8=16

80 (32)

There will be internal choice in questions of 3 marks, 4 marks, 6 marks and 8 marks. All questions carrying 8 marks will have
an internal choice.

Note: The Board has introduced Learning Outcomes in the syllabus to motivate students to constantly explore all levels of
learning. However these are only indicative. These do not in any way restrict the scope of questions asked in the examinations.
The examination questions will be strictly based on the prescribed question paper design and syllabus.




UNIT 1. FINANCIAL STATEMENTS OF NOT-FOR-PROFIT ORGANIZATIONS

LEARNING OBJECTIVES:

1. Identify the need for, and nature of accounting records relating to not-for —profit organisations.
2. List the principal financial statements prepared by not-for-profit organisations.

3. Prepare the receipts and Payments account and Income and Expenditure account.

4. Prepare Income and Expenditure account and Balance sheet from the given Receipts

and Payments account.

5. Explain treatment of some peculiar items of Receipts and Payments such as subscriptions
from members, special funds, legacies, sale of old assets, etc.

MEANING:

Not-for-profit organisations refers to the organisations that are used for the welfare of the society
and are set up as charitable institutions which function without any profit motive. They also have to
prepare the financial statements at the end of each accounting period and ascertain their income and
expenditure and the financial position and submit them to the statutory authority called Registrar of
societies.

MAIN CHARECTERISTICS:

1. They are formed for providing service.

2. They are organised as charitable trusts and managed by executive committee elected by the
members

3. The main sources of income are 1. Subscriptions 2. Donations 3. Legacies 4. Grant-in—aid

5. Income from investment etc.

4. The surplus generated is not distributed to the members but added to capital fund.
ACCOUNTING RECORDS:

1. Receipts and Payments account

2. Income and Expenditure account

3. Balance Sheet.

RECEIPTS AND PAYMENTS ACCOUNT:

It is a summary of cash and bank transactions. It gives the summarized picture of various receipts
and payments. It includes receipts of all nature (Capital, Revenue, Current year, previous year and
next year) It does not show non-cash items. It starts with opening balance of cash and bank and ends
with cash balance and bank / bank overdraft balance.

From the following particulars taken from the cash book of a health club, prepare receipts and
Payments account:

Particulars Rs.
Opening balance:

Cash in hand 5,000
Cash at bank 25,000
Subscriptions 1,65,000
Donations 35,000
Investment purchased 80,000
Rent paid 20,000
General expenses 21,500

Postage and stationery 2,000



Courier charges 1,000

Sundry expenses 2,500

Closing cash in hand 12,000

Solution:

Receipts and Payments account for the year ending........

Receipts < Payments <

To Balance b/d By Investment purchased 80,000

Cash 5,000 By rent paid 20,000

Bank 25,000 By general expenses 21,500

To Subscriptions 1,65,000 By postage and stationery 2,000

To Donations 35,000 By courier charges 1,000
By sundry expenses 2,500
By Balance c/d cash 12,000

bank 91,000
2,30,000 2,30,000
INCOME AND EXPENDITURE A NT:

It is the summary of income and expenditure. It resembles a profit and loss account. It includes only
revenue items relating to the current period and the balance at the end represents deficit or surplus.
It is prepared on accrual basis.

TEPS IN THE PREPARATION OF INCOME AND EXPENDITURE A NT:
1. Go through the Receipts and Payments accounts thoroughly.
2. Exclude opening and closing balance of cash and bank
3. Exclude capital receipts and payments
4. Consider revenue items of current year only
5. Consider the adjustments such as depreciation, provision for bad and doubtful debts, profit or loss
on sale of asset, outstanding and prepaid expenses, Accrued incomes and Income Received in
advance.

DIFFERENCE BETWEEN RECEIPTS AND PAYMENTS A NT AND INCOME

ANDINCOME AND EXPENDITURE A NT:

BASIS INCOME AND EXPENDITURE RECEITPS AND PAYMENTS
ACCOUNT ACCOUNT

Nature It is like a profit and loss It is the summary of cash book(Real
Account (Nominal Account) Account)

Nature of items It records income and expenses of It records all income and
revenue in nature expenses

(Both Capital and Revenue

Period All items relate to current All items relates to current year,

period/year previous year and next year also

Debit side Records expenses and losses Records receipts



Credit side Records incomes and gains Records payments

Depreciation included Not included

Opening balance No opening balance Balance of cash and bank

Closing balance Surplus or deficit Balance of cash, bank/bank
overdraft

A NTING TREATMENT OF ME IMPORTANT ITEMS:

1.ENTRANCE FEES: It is the amount paid by a person at the time of becoming a member of a non-

profit organisation. It is treated as a revenue receipt and is credited to Income and Expenditure

account. If it is specified as to be capitalized then it should be entered in Liabilities side of Balance

Sheet.

2. LIFE MEMBERSHIP FEES OR LIFE SUBSCRIPTION: It is the amount received from a

member in lump sum and he is given the membership of the organisation for the whole life. It is

treated as a capital receipt and added to the capital fund on the liabilities side of the Balance

sheet.

3. DONATIONS: Donation is the amount received form a person, firm, company by way of

gift. Donation received may be a general donation or specific donation.

a. General donation: It is treated as an income and is credited to the Income and Expenditure account

b. Specific donation: It will be capitalized and is shown on the liabilities side of Balance sheet.
Note:. In the absence of any information about the nature of donation it should be treated as general
Donation.

4. LEGACY: It is the amount received by the non-profit organisation as per the will of a deceased

person. The donor may or may not specify the purpose for which the donated amount can be used.

it should be treated as capital receipt and be shown in the liabilities side of Balance sheet .

5. SUBSCRIPTION: It is the major source of income of a not-for —profit organisation.

Subscriptions are the amount paid by the members of such organisations to maintain their

membership.

a. Subscription income for the current year is shown in the Income and Expenditure account. It is

calculated as follows:

Particulars < <
Total subscription received during the year XXXXX
Add: subscription o/s at the end of the current year XXXXXX
Subscription received in advance in the beginning XXXXXX
Less: subscription o/s at the beginning of the year XXXXXX
Subscription received in advance at the end of the year ~ XXxxxX
Subscription to be shown in Income and Expenditure account XXXXXXX

b. Subscription o/s at the end of the year is an asset and the subscription received in advance

is a liability

6. GOVERNMENT GRANT: Not-for-organisations may receive grants from government,
corporates, national and international agencies. If the grant is received for any specific purpose then
the grant is capitalized and shown on the liability side of balance sheet. If the grant is not marked for
any specific purpose such as maintenance grant, then it is treated as income and is credited to
income and expenditure account.

7. INTEREST ON GENERAL FUND INVESTMENTS: it is treated as revenue receipt and



hence credited to Income and Expenditure account.
8. 2. FUND BASED ACCOUNTING: It refers to an accounting system in which receipts and
incomes relating to a particular fund are credited to that particular fund and expenses related to

that fund are credited to that particular fund are debited to it. (Prize Fund, Tournament Fund, Building Fund etc.)
b. INTEREST ON SPECIFIC FUND INVESTMENT: It is added to the respective fund (e.g.

Interest on building fund investment is added to Building Fund)

9. ENDOWMENT FUND: It a fund that arises from a gift and its income is devoted for a specific

purpose. It is considered as a capital receipt and is shown in the liabilities side of Balance sheet.

10. SALE OF OLD SPORTS MATERIALS: The amount so received is treated as revenue

income assuming that its book value is zero. It is shown on the credit side of Income and

Expenditure account.

11. SALE OF OLD NEWSPAPERS AND MAGAZINES: The amount realized from the sale is

accounted as an income and credited to Income and Expenditure account.

12. SALE OF OLD ASSET: Any gain or loss on sale of old assets is transferred to income

and expenditure account.(Loss on expenditure side and Profit on income side)

13. HONORARIUM: This is the amount paid to those persons who are not regular employees of

the organisation, but render some useful services to the organisation. It a token payment given in

honour of the services rendered. It is shown on the debit side of the Income and Expenditure

account.

14. STOCK OF STATIONERY/MEDICINES/BATS AND BALLS:

Opening stock+ purchases — closing stock = Stock consumed during the year. It will appear in the

expenditure side of income and expenditure account.

PROBLEMS ON SUBSCRIPTION:

As per the receipts and payments account for the year ended 31% march 2019 the subscription

received were <3, 00,000. Additional information is given below:

Subscription o/s on 1.4.2018 < 30,000

Subscription o/s on 31.03.2019 < 40,000

Subscription received in advance as on 1.4.2018 <10, 000
Subscription received in advance as on 31.03.2019 <20, 000

Ascertain the amount of Income from subscription for the year 2018-19 and also show relevant
items of subscription appear in opening and closing balance sheet,

SOLUTION:
Particulars Amount
Sub received as per receipts and payments a/c 3,00,000
Add: sub o/s 31.3.2019 40,000
3,40,000
Add :sub Received in advance 1.4.2018 10,000
3,50,000
Less: sub o/s 1.4.2018 30,000
3,20,000
20,000
Less: Sub received in advance 31.3.2019 3,00,000

Income from sub for the year 2018-19



Balance Sheet as at31.03.2018
Liabilities Amount
Sub received in advance 10000

Balance Sheet as at31.03.2019
Liabilities Amount
Sub received in advance 20000

PROBLEM ON SPECIFIC FUNDS:

Assets amount
Sub o/s 30000
Assets amount
Sub o/s 40000

Show how you will deal with the following in the financial statements of a club:

Details

Prize fund

Prize Fund investment

Income from prize fund investment
Prizes awarded

Solution:

Balance Sheet as at ........

Liabilities

Prize fund 80,000
Add: income from investment 8,000

Less: prizes awarded (6,000)_

debit Credit
80000
80000
8000
6000
Amount  Assets amount
Sports fund investment 80,000

82,000

PROBLEMS ON STOCK OF STATIONERY/MEDICINIES:
Calculate the amount to be posted to Income and Expenditure Account for the year ended

2018-19:
Particulars Rs
Stock of Medicine on 1% April 2018 5,000
Creditors for medicine on 1% April 2018 9,000
Advance paid for medicine carried forward from 2017-18 12,000
Stock of Medicine on 31% March 2019 8,000
Advance paid for medicine on 31% March 2019 16,000
Amount paid for medicine during the year 2018-19 2,20,000
Creditors for medicine on 31% March 2019 15,000
Solution:
Amount paid for medicine during the year 2018-19 2,20,000
Add: Advance paid for medicine carried forward from 2017-18 12,000
2,32,000
Less: Advance paid for medicine on 31% March 2019 16,000
Amount paid during the year 2,16,000
Add: Creditors for medicine on 31 March 2019 15,000
2,31,000

Less: Creditors for medicine on 1% April 2018 9,000



Purchase of Medicine during the year
Add: Stock of Medicine on 1% April 2018

Less: Stock of Medicine on 31 March 2019
Cost of Medicine consumed 2018-19

2,22,000
5,000
2,27,000
8,000
2,19,000

PROBLEMS ON INCOME AND EXPENDITURE ACCOUNT: (MISSING FIGUREYS)

In the following Income and Expenditure Account for the year ended 31% March 2019 and Balance
Sheet as on that, determine the missing information. Assume there is no sale/purchase of any fixed

asset during the year.

Income and Expenditure account

For the year ended 31% March 2019

Expenditure

To Rent 10,000
Add: O/satthe End ........

To Salary
Add: O/S at the end8,000

To Printing and Stationery

To General Expenses

To Depreciation:

Clubs building @5 % 15,000
Furniture @10 % 1,800

To Surplus (Excess of Income
over Expenditure)

Liabilities
Capital Fund
Add: Surplus

Match Fund
Outstanding Rent
Outstanding Salary
Subscription in Advance
Solution:

Income and Expenditure account

Rs Income

By Subscription
Add: Subscription due
Attheend

25,000 Less: Subscription due
15,000 In the beginning  (5,000)
Less: Subscription received
advance for next year(15,000)
16,800 By Entrance fee
57,800 By Sale of old sports Material
1,32,800

Balance Sheet
As at 31%Y March 2019

Rs Assets
Club Building
2,18,000 Furniture
Books
1,50,000 OQutstanding subscription

2,000 Sports Material

Cash at Bank

Rs

12,000
800

1,32,800



For the year ended 31% March 2019

Expenditure

To Rent 10,000
Add: Of/s at the End 2,000

To Salary 17,000
Add: O/S attheend 8,000

To Printing and Stationery
To General Expenses
To Depreciation:
Clubs building @ 5 % 15,000

Furniture @10 % 1,800
To Surplus
Balance Sheet
As at 31%March 2019
Liabilities
Capital Fund 1,60,200
Add: Surplus 57,800
Match Fund

Outstanding Rent
Outstanding Salary
Subscription in Advance

Rs

12,000

25,000
15,000
6,200

16,800
57,800
1,32,800

Rs
2,18,000

1,50,000
2,000
8,000
15,000
3,93,000

Income

By Subscription 1,00,000

Add: Subscription due

At the end 40,000
Less: Subscription due
In the beginning  (5,000)

Less: Subscription received

advance (15,000)

By Entrance fee
BY Sale of old sports Material

Assets

Club Building

Furniture

Books

Outstanding subscription
Sports Material

Cash at Bank

PROBLEM ON INCOME AND EXPENDITURE ACCOUNT ONLY:
Following is the Receipts and Payments Account of City Youth Association for the year ended 31

March 2019.
Receipts

Balance b/d
Subscriptions

Entrance fee
Tournament fund

Sale of old newspapers
Legacy

<

10,000
52,000
5,000
26,000
1,000
37,000

131,000

Payments

Salaries

Billiards table

Office expenses
Tournament expenses
Sports equipment
Balance c/d

Rs

1,20,000

12,000
800

1,32,800

Rs
2,85,000
16,200
5,800
40,000
6,000
40,000

3,93,000

<

15,000
20,000
6,000

31,000
40,000
19,000

131,000

Additional information: On 31/03/2019. Subscription outstanding was <2000 and on 31/03/2018
subscription outstanding was <3000. Salary outstanding on 31/03/2019 was <1500. On
01/04/2018 the club had building <75000 furniture <18000, 12% investment 30,000 and sports
equipment 30,000. Depreciation charged on building, furniture and sports equipment @10% p.a.

including



purchases.
Prepare income and expenditure account for the year ended 31/03/2019.

Solution:

Income and Expenditure account for the year ended 31/3/2019

Expenditure < Income
Salaries 16 500 Subscription
Office expenses 6 000 Entrance fee
Tournament expenses 5 000 Sale of old newspaper
Depreciation: Accrued interest on investment
Furniture 1800
Billiard table 2 000
Building 7 500
Sports equipment 7 000
surplus 14 800
60 600

51 000
5000
1000
3, 600

60 600

i (:) 2. )
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“SERVICE TO MANKIND IS SERVICE TO GOD”



PROBLEMS FOR PRACTICE: (6 marks)

Following is the Receipts and payments account of Madras Sports Club for the year ending
31.3.2019.

RECEIPTS AND PAYMENTS ACCOUNT

For the year ended 31.03.2019

Dr Cr
Receipts < Payments <
To Balance b/d 1,800 By Sports Equipment 40,000
To Donations to Building 50,000 By Match Expenses 9,000
To Life Membership Fees 4,000 By Furniture 12,100
To Match Fund 8,000 By 10% Investment(1.07.2018) 16,000
To Subscriptions 5,200 By Salaries 7,000
To Lockers rent 400 By Insurance 350
To Interest on investment 1,000 By Sundry Expenses 470
To Sale of Furniture( Book 10,000 By Balance c/d 480
value<<8000)
To Entrance Fees 5,000

85,400 85,400
Adjustments:

During the year 2018-19 the club had 550 members each paying an annual subscription of <
10. 50% of Entrance Fees is to be capitalized.

Donations for Building includes 10% General Donations.

Salaries outstanding as on 1% April 2018 was <1000 and on 31.3.2019 was <500

Prepare Income and Expenditure Account of the club for the year ending 31.03.2019.
(Surplus <8, 280,)
From the following Receipts and Payments account, Prepare Final Accounts of a Strong Club for the
year ended 31% March 2019.
RECEIPTS AND PAYMENTS ACCOUNT
For the year ended 31.03.2019

Receipts (<) Payments (<)
To Balance b/d 1,50,000 By Furniture 18,000
To Furniture (costing<6000) 4,000 By Library Books 10,000
To Subscriptions: By Salaries 72,000
2017-18 18,000 By General Expenses 18,000
2018-19 60,000 By Electric Charges 12,000
2019-20 12,000 90,000 By Newspapers 33,800

To Sale of newspapers 10,800 By Postage 3,000
To Profit from Entertainment 44,000 By Stationery 40,000

To Locker Rent 84,000 By Audit Fees 8,000
By Balance c/d 33,000

2,47,800 2,47,800



Balance Sheet
As at 315t March 2018

Liabilities < Assets <
Outstanding salary 6,000 Cash 15,000
Capital Fund 6,94,000 Outstanding Subscription 18,000
Library Books 30,000
Furniture 37,000
Land & Building 6,00,000
7,00,000 7,00,000
Adjustments:

The club had 500 members each paying an annual subscription of <150.
On 31.03.2019, Salaries outstanding amounted to <1200 and salaries paid included <6,000 for

the year 2017-18
Provide 5% depreciation on Land and Building.
(Deficit <200, Balance Sheet (31.03.2019) total <7, 07,00)

PROBLEMS FOR PRACTICE: (3 marks)

a)From the following information, calculate the amount of subscriptions to be credited to Income
and Expenditure account for the year 2018-109.

Subscription received during the year <50,000.

Subscription outstanding on 31 March 2018 <18,000

Subscription outstanding on 31 March 2019 <9,000

Subscription received in advance on 31% March 2018 <10,000 Subscription received in advance on 31%March
2019 < 12,000

b)A club has 500 members. Each member has to pay subscription @<200. Total Subscription
received during the year ending 31.3.2019 was <1, 20,000 including <12,000 for the year 2017-18
and <18,000 for the year 2020-21. Twenty members have paid their subscription for 2018-19 in
the year 2017-18. Subscription outstanding as on 31.3.2018 was <15,000. Compute the amount of
subscription to be shown in the Balance Sheet as at 31 March2019.

(Outstanding sub. For 2018-19 is <9000 (including <3000 (15000-12000) for 2017-18) and

sub received in income and expenditure account is <1, 00,000.)

c)From the following information, calculate the amount of sports material to be debited to Income and
Expenditure account for the year ended 31% March 2019.

Particulars <
Balance of sports materials on 1.4.2018 20,000
Balance of sports materials on 31.3.2019 15,000
Creditors for sports materials on 1.4.2018 40,000
Creditors for sports materials on 31.3.2019 45,000
Payment made to creditors for sports materials during the year ended 31° 2,00,000
March 2019.

(Credit purchase of sport materials <2, 05,000; material used during the year <2, 10,000.)

Show how will you deal with the following items while preparing the Final Accounts of a club for
the year ending 31% march, 2019 in each of the alternative cases:



Tournament Expenses <15,000

Tournament Receipts <25,000 and Tournament Expenses <19,000

Tournament Fund <75,000; Tournament Expenses < 25,000

Tournament fund <75,000; Tournament Receipts <25,000 and Tournament expenses <
55,000 Tournament Fund <55,000; Tournament Expenses <67,000. Tournament receipts
<5,000.

(a& b income and expenditure account) (c,d Balance sheet liability side) (e income and expenditure
a/c expenditure side)

OBJECTIVE /MCQ ON NOT-FOR -PROFIT ORGAISATIONS:

1. Income and Expenditure account shows transactions of Capital nature for the accounting
year. (TRUE/FALSE)

2. Surplus or Deficit of a non-profit organisation is added to or subtracted from accumulated
fund (TRUE/FALSE)

3. A NPO has a Match Fund of <1,00,000 and Match Expenses of <40,000 Match fund and

Match expenses will be shown in the liabilities side of the Balance Sheet , expenses being
deducted from fund.(TRUE/FALSE)

4. An advance receipt of subscription from members of Not-for —profit organisation is an
Asset. (TRUE/ FALSE)

5. Under NPO, sale of old newspaper is shown as an income

(TRUE/FALSE)

6. Excess of Income over Expenditure in Income and Expenditure account prepared by a NPO
is termed as Deficit.( TRUE/FALSE)

7.Building Fund, Library Fund etc. is based on Accounting

8. Amount paid by the membersto keep their membership alive is termed as

9. Amount received as donation by NPO under will of a deceased person is termed as

10. Life membership fees received by a NPO is a
11. Token payment made to a person, who voluntarily undertakes a service which would
normally command a fee is

12. Receipts and Payments Account is based on Basis of accounting.
13. Which of the following is an example of not-profit-organisation:

a. public hospitals b. corporations c. Audit firm d. Insurance companies.



14. <100000 received as annual subscription. Out of this <20000 is of pervious year whereas
<10000 is receivable at the end of the current year. Amount of subscription that will be show

in income and expenditure account willbe

a. <1, 00,000 b. <90, 000 c. <1, 20,000 d.<80,000

15. surplus of Not-for —Profit organisations

a. distributed among the members

b. is not distributed among the members

c. May be or May not be distributed among the members

d. is debited to General fund.

16. if Life Membership fees of <5000 wrongly treated as revenue receipt then effect of this

error on surplus and closing balance of capital fund will be

a. Capital fund increased and surplus increased by<5000
b. Capita fund decreased and surplus increased by<5000
c. No effect on capital fund but surplus increased by<5000

d. Capital fund decreased by <5000 but no effect on surplus.
17. Income and Expenditure Account is based on

(a) Cash Basis of Accounting.

(b) Accrual Basis of Accounting.

(c) Mixed Basis of Accounting.

(d) Management Accounting.

18. Delhi cricket club gives the following information. Opening Stadium Fund is <10, 00,000.

Donation for Stadium fund received during the year Rs.500000. Income from Stadium Fund
Investment Rs.100000. Amount spent during the year on construction of stadium is
Rs.600000. Identify which of the following statement is correct in respect to preparation of
Balance sheet.
a. Rs.600000 shown on the asset side of the Balance sheet.
b. Rs.600000 shown on the asset side of the Balance sheet Also Rs.600000 is transferred to
the credit of Income and Expenditure account,
c. Rs.600000 shown on the asset side of the Balance sheet Also Rs.600000 is transferred from
Stadium fund to General fund in the Balance sheet.
D.Rs.600000 is shown as an expense in the Income and Expenditure account and Rs.600000 is
transferred to the credit pf Income and Expenditure account from Stadium fund.
19. Subscriptions received during the year Rs.5,000,amount received in advance
for the next year is Rs.300. Amount outstanding for current year was Rs.400. The
amount to be credited to the Income and Expenditure account is

a. 4,000 b. 5100 c. 4200 d.4600

20. Subscription received during the year Rs.50, 000. ;Subscriptions
Outstanding at the end of the year™ 8,000; Subscription outstanding at
the beginning of the year ~ 6,000. Net Income from subscription will
be—
(A)48,000 (B)64,000 (C)52,000 (D)36,000



21. When the Tournament Expenses incurred are more than the Tournament Fund, then the
excess amount is

a. Debited to Income and Expenditure account

b. Credited to Tournament Fund

c. Shown on the Asset side of Balance sheet

d. Credited to Income and Expenditure Account

22. Which of the following is prepared to find out the income of a trading concern?

A. Receipts and Payments a/c

B. Income and Expenditure a/c

C. Profit and Loss a/c

D. Balance Sheet.

23. If Income is Rs.16,000 and deficit debited to Capital Fund is Rs.4,300 then Expenditure
is: A. 16,000 B. 4,300 C.20,300 D. None of these

24. The Main purpose of Not-for- Profit organisation is :
A. Toearn profit B. to serve the society C. To improve the economy D. None of the
above.

25. 11 10% Interest on Investment appearing in the Receipts side is Rs.7000, then the value
of investment will be:
A. Rs.1,00,000 B. 70,000 C.56,000 D.49,000

26. Entrance fees received amounted to Rs.50,000. In this 25% is to be capitalized. Mention the
amount to be shown in income side of Income and Expenditure account:
A.12,500 B.13,200 C.50,000 D. 37,500

27. Subscription outstanding for the year 2018-19 is Rs.2500. Subscription outstanding for the
year 2017-18 was Rs.5000 out of which Rs.3000 were received during the year 2018-19. The
outstanding subscription to be shown in the Income and expenditure for current year 2018-19
IS :

A.Rs. 500 B. Rs.1000 C. Rs.2500 D. Rs.3000

28. Furniture (Book value) Rs.5,000 were sold for Rs. 4,500. New Furniture worth Rs.10,000
were purchased during the year. The amount which is to be debited to Income and Expenditure
account is :

A. Profit on sale Rs.500 B. Loss on sale Rs.500 C. Sale of furniture Rs.4500 D. Purchase of
Rs.10000

29. Stock of medicines on 1.4.18 were Rs.5000. Medicines purchased during the year is
Rs.5000. Medicines sold during the year is Rs.2500. Closing stock of medicines are Rs.3000.
Stock of medicines used during the year 2019 is:

A.Rs.7000 B Rs.2500 C. Rs.5000 D. Rs.10000

30. Receipts and payments account makes no difference between:
A. capital Receipts and Capital payments B. Revenue receipts and revenue payments
C. Current year and previous year D. All the above.
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UNIT 2 ACCOUNTING FOR PARTNERSHIP FIRMS-FUNDAMENTALS

Accounting Process in Partnership
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Meaning and Definition

According to Section 4 of the Partnership Act 1932 “Partnership is the relation between persons
who have agreed to share the profits of a business carried on by all or any of them acting for all”

Features of partnership Firm

1)
2)

3)
4)
5)

6)

Association of two or more persons: There must be at least two persons and maximum of 50
persons to form a partnership and they must be competent to contract.

Partnership Agreement or Deed: There must be an agreement among partners to form a
partnership. It can be written or oral.

Legal Business: The business of the partnership firm must be a legally allowed business.
Sharing of Profits or Losses: The partners must share profits or losses in a certain ratio.

Mutual Agency: The partners mutually take part in daily routine work or the work may be
carried on by one or more partners on behalf of the other partners. Every partner is legally
liable for the acts of all other partners, whether he is taking part in the activities of the firm
or not.

Unlimited Liability: Partners' liability to the third parties is unlimited. If there are losses,
and the firm is not able to pay its debts fully, then all the partners shall be jointly and
severally liable to pay the debts of the firm to an unlimited extent.

Partnership Deed: The document, which contains terms of the agreement, is called' Partnership
Deed'. It generally contains the details about all the aspects affecting the relationship between the
partners including the objective of business, contribution of capital by each partner, ratio in
which the profits and the losses will be shared by the partners and entitlement of partners to
interest on capital, interest on loan, etc.

Provisions of Partnership Act, 1932 in the absence of Partnership Deed:

@
©)
©
@

©

Profit Sharing Ratio: If the partnership deed is silent about the profit sharing ratio, the
profits and losses of the firm are to be shared equally by partners.

Interest on Capital: No interest on capital is payable if the partnership deed is silent on the
ISsue.

Interest on Drawings: No interest is to be charged on the drawings made by the partners, if
there is no mention in the Deed.

Interest on Advances: If any partner has advanced some money to the firm beyond the
amount of his capital for the purpose of business, he shall been titled to get an interest on the
amount at the rate of 6 percent perannum.

Remuneration for Firm's Work: No partner is entitled to get salary or other remuneration
for taking part in the conduct of the business of the firm.

Fixed and Fluctuating Capital Accounts of Partners

There are two methods by which the capital accounts of partners can be maintained. These are:
(1) Fixed capital method and (ii) fluctuating capital method.

Fixed Capital Method: Under the fixed capital method, the capitals of the partners shall remain
fixed unless additional capital is introduced or a part of the capital is withdrawn as per the
agreement among the partners. All items like share of profit or loss, interest on capital, drawing



interest on drawings, etc. are recorded in separate accounts, called Partner's Current Account.

* The partners' capital accounts will always show a credit balance, which shall remain the same
(fixed) year after year unless there is any addition or withdrawal of capital.

* The partners' current account on the other hand, may show a debit or a credit balance. Thus
under this method, two accounts are maintained for each partner viz., capital account and current
account, While the partners' capital accounts shall always appear on the liabilities side in the
balance sheet, the partners' current account's balance shall be shown on the liabilities side, if they
have credit balance and on the assets side, if they have debit balance.

The partner's capital account and the current account under the fixed capital method would
appear as shown below:

Dr. Partner’s Capital Account Cr.
Date | Particulars J.F.| Amount | Date | Particulars J.F.| Amount
(Rs.) (Rs.)
To Bank Alc(permanent X By Balance b/d XXX
withdrawal of capital) (opening balance)
To Balance c/d XXX By Bank Alc XXX
(closing balance) (fresh capital introduced)
Date XXX XXX
Dr. Partner’s Current Account Cr.
Date | Particulars J.F.| Amount | Date | Particulars J.F.| Amount
(Rs.) (Rs.)
To Drawings XXX By Balance b/d XX
To Interest on drawings XXX By Salaries/Commission XXX
To Profit and Loss XXX By Interest on capital XXX
Appropriation  Alc  (for XXX By Profit and Loss XXX
share of loss) Appropriation Alc
To Balance c/d XXX (for share of profit) XXX
Date XXX XXX

Fluctuating Capital Method: Under the fluctuating capital method, only one account, i.e.
capital account is maintained for each partner. All the adjustments such as share of profit and
loss, interest on capital, drawings, interest on drawings, salary or commission to partners, etc. are
recorded directly in the capital accounts of the partners. This makes the balance in the capital
account to fluctuate from time to time. That's the reason why this method is called fluctuating
capital method. In the absence of any instruction, the capital account should be prepared by this
method. The proforma of capital accounts prepared under the fluctuating capital method is given
below:



Dr. Partner’s Capital Account Cr.

Date | Particulars J.F.| Amount | Date | Particulars J.F.| Amount
(Rs.) (Rs.)
To Drawings XXX By Balance b/d XXX
To Bank (permanent XXX By Bank (fresh capital
withdrawal of capital) introduced)
To Interest on drawings XXX By Salaries/Commission XXX
To Profit and Loss XXX By Interest on capital XXX
Appropriation  Alc By Profit and Loss XXX
(for share of loss) Appropriation Alc
To Balance c/d (for share of profit)
Date XXXX XXXX

Distribution of Profit among Partners

The profits and losses of the firm are distributed among the partners in an agreed ratio. However, if the
partnership deed is silent, the firm's profits and losses are to be shared equally by all the partners.

You know that in the case of sole partnership the profit or loss, ascertained by the profit and loss account
is transferred to the capital account of the proprietor. In case of partnership, however, certain adjustments
such as interest on drawings, interest on capital, salary to partners, and commission to partners are
required to be made. For this purpose, it is customary to prepare a Profit and Loss Appropriation Account
of the firm and as certain the final figure of profit and loss to be distributed among the partners, in their
profit sharing ratio.

The Proforma of Profit and Loss Appropriation Account is given as follows:

Dr. Profit and Loss Appropriation Account Cr.
Particulars Amount | Particulars Amount
(Rs.) (Rs.)
To Profit and Loss Alc XXX By Profit and Loss Alc XXX
(if there is loss) (if there is profit)
To Interest on Capital Alc XXX By Interest on Drawings XXX
To Salary/Commission to Partner A/c By Partners' Cap A/cs or Current A/cs
To General Reserve A/c XXX (distribution of loss) XXX
To Partners' Cap Alcs or
Current A/cs (Distribution of Profit) — [XXX
XXXX XXXX

*Note: Interest on partner's loan is to be treated as a charge against profits.
Past Adjustments

If after closing the accounts for the year it is the discovered that some errors have been
committed, then these errors have to be rectified. Some adjustment entries have to be passed to
rectify the error. The entries are made through Profit & Adjustment A/c. These entries are to
rectify the errors committed in past, therefore, they are known as 'Past Adjustments'. Generally
the following types of errors are committed:



(i) Interest on Capital and on Drawings have been omitted.

(i) Interest on Capital and on Drawings have been provided at higher or lower rates than the
rates agreed in the Deed.

(iii) Salary or commission to partners either not given or a higher or lower amount has been
given.

(iv) Profit shared in a wrong ratio.

Adjustment Chart

Particulars A B C Firm

+ Interest on Capital +CO| + OO+ O O

+ Partner's Salary/Commission +C O+ +COrCD

- Interest on Drawings --CO|-CO-CorF O
O+ + OO |-

Excess profit taken back in their P&L sharing ratio - o - O - O
OO+

*  Assumed that there are three partners A, B and C.

*  Assumed that all errors are related too mission

* 4+ means Cr the partner's capital A/c

* - means Dr the partner's capital A/c

* Inlast+ > amount should be equal to- > amount
Note: Similarly following errors can be rectified accordingly:

() Interest on Capital and on Drawings have been provided at higher or lower rates than the
rates agreed in the Deed

() Salary or commission to partners either a higher or lower amount has been given.
Guarantee of Profit to a Partner

Guarantee of profit means a minimum amount of profit to be paid to a partner. This amount shall
be given to him if his share of profit is lower than the guaranteed amount. The deficit shall be
borne either by one of the old partners or by all the old partners in a particular agreed ratio. If
there is no agreement, then in their old profit sharing ratio, if his actual share of profit is more
than the guaranteed amount, then, he will be given his actual share of profit. He gets the
guaranteed amount or the actual share of profit, whichever is higher.



@)

(b)

©)

Guarantee given by all partners

() Compare the amount of guarantee and his actual share of profit. If guaranteed amount
is more than his actual share of profit, then the guaranteed amount will be debited to
profit and loss Appropriation Account and the partner's account will be credited with
the guaranteed amount.

() The deficiency shall be shared by other partners in their profit sharing ratio.

Guarantee given by One Partner only

First calculate his share of profit. Compare it with the guaranteed amount. The amount of
deficiency is to be charged from the partner who gave guarantee.

Guarantee given to a partner by other partners in a ratio different from their profit
sharing ratio

Distribute profit among all the partners in the profit sharing ratio. Work out the amount of
deficiency by comparing it with the guaranteed amount and his actual share of profit. The
other partners will bear the deficiency in an agreed new ratio.

Goodwill
Meaning of Goodwill

Over a period of time, a well - established business develops an advantage of good name,
reputation and wide business connections. This helps the business to earn more profits as
compared to a newly setup business. In accounting, the monetary value of such advantage is
known as “goodwill”.

Factors Affecting the Value of Goodwill
The main factors affecting the value of goodwill are as follows:

1

Nature of business: A firm that produces high value added products or having as table
demand disable to earn more profits and therefore has more goodwill.

Location: If the business is centrally located or is at a place having heavy customer traffic,
the goodwill tends to be high.

Efficiency of management: A well-managed concern usually enjoys the advantage of high
productivity and cost efficiency. This leads to higher profits and so the value of good will
also be high.

Market situation: The monopoly condition or limited competition enables the concerned to
earn high profits which leads to higher value of goodwill.

Special advantages: The firm that enjoys special advantages like import licenses, low rate
and assured supply of electricity, long-term contracts for supply of materials, well-known
collaborators, patents, trademarks etc. enjoy higher value of goodwill.

Need for Valuation of Goodwill
In a partnership firm, goodwill needs to be valued in the following circumstances:

1
2

Change in the profit sharing ratio amongst the existing partners;
Admission of new partner;
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Retirement of a partner;

Death of a partner; and

Dissolution of a firm involving sale of business as a going concern.
Amalgamation of partnership firm

Methods of Valuation of Goodwill
1 Average Profits Method

@)

(b)

Simple Average

Stepwise procedure to calculate Goodwill under this method:

Stepl: Work out profits or losses given for each of the past year after taking into
account abnormalities, if any.

Step2: Calculate average by dividing the total profit of all the years by the number of
years.

Step3: Goodwill= Average Profit x Number of year's purchase.

Weighted Average

This is a better method than the simple average method. It takes into account the
importance of each year. Under this method, earlier years are less important than the
recent years. Thus, each year's profit is multiplied by its respective number (weight) in
chronological order. The latest year will be given the highest weight and the earliest
year will be given lowest weight. Each profit figure will be multiplied by its weight and
then the total of these products will be calculated. This total will be divided by the total
of weights.

Then Goodwill = Weighted average x number of years' purchase

2. Super Profit Method
Stepwise procedure to calculate Goodwill under this method:
Calculate the average profit,

1.

2.

3.

Calculate the normal profit on the capital employed on the basis of the normal rate of
return, Formula = Normal Profit = Capital Employed x NRR /100

Calculate the super profits by deducting normal profit from the average profits,
Formula- Super Profit = Average Profit - Normal Profit

Goodwill = Super profits x number of years 'purchase.

3. Capitalisation Method
Under this method the goodwill can be calculated in two ways: (a) by capitalizing the
average profits, or (b) by capitalizing the super profits.

(@)

Capitalisation of Average Profits: This involves the following steps:

(i) As certain the average profits based on the past few years' performance.

(i) Capitalize the average profits on the basis of the normal rate of return to ascertain
the capitalised value of average profits as follows:
Average Profits x 100/Normal rate of Return

(i) As certain the actual capital employed (net assets) by deducting outside liabilities
from the total assets (excluding goodwill).
Capital Employed/Net Assets = Total Assets (excluding goodwill) — Outside
Liabilities

(iv) Compute the value of goodwill by deducting net assets from the capitalised value
of average profits, i.e.(ii)—(iii).

Capitalisation of Super Profits: It involves the following steps.



(i) Calculate capital employed of the firm, which is equal to total assets minus outside
liabilities.

(i) Calculate normal profit = Capital Employed X Normal Rate of Return/100

(i) Calculate average profit for past years, as specified.

(iv) Super profits = average profits/Actual profit - normal profits

(v) Goodwill = Super Profits x 100/ Normal Rate of Return

Note: In other words, goodwill is the capitalised value of super profits. The amount of goodwill
worked out by this method will be exactly the same as calculated by capitalising the average
profits.

Question

X,Y and Z share profit in the ratio of 2:3:5.They earned a profit of Rs. 1,50,000 for the year
ended 31-12-2015. The profit was by mistake distributed among X, Y and Z in the ratio of 3:2:1,
respectively. This error was noted in the beginning of the new year. They have set up an old age
Home for the old and poor in the city.

Identify the business values and give the missing figures in the following solution

Particulars X Y y4 Firm
1. Profit distributed in wrong ratio taken back Dr.| (-)75000 (-)5000(¢ (-)25000] +1,50,000
2. The same profit now correctly distributed in correct

ratio Cr. | +30000 | +45000| +75000 | - 1,50,000
Adjustment required Dr.| -45,000 | -5,000 | +50,000

And give adjustment entry.
X's Capital A/c Dr.45000

Y's Capital A/c Dr. 5000

To Z's Capital A/c 50000
(Being Adjustment entry made)

Value : Sensitivity towards poor. Fulfilling social responsibility

Practical Problems:
Partnership Deed

1.  Mohan and Shyam are partners in a firm. State whether the claim is valid if the partnership
agreement is silent in the following matters:

(i) Mohan is an active partner. He wants a salary of Rs.10,000 per year
(i) Shyam had advanced a loan to the firm. He claims interest@10% per annum

(iif) Mohan has contributed Rs.20,000 and Shyam Rs.50,000 as capital. Mohan wants equal
share in profits.

(iv) Shyam wants interest on capital to be credited @ 6% per annum.



2. State whether the following statements are true or false:

() Valid partnership can be formulated even without a written agreement between the partners
(i) Each partner carrying on the business is the principal as well as the agent for all the other

partners

(i) Methods of settlement of dispute among the partners can't be part of the partnership deed
(iv) If the deed is silent, interest at the rate of 6% p.a. would be charged on the drawings made

by the partner
Division of Profit

3. X and Y are partners with capitals of Rs.15,00,000 and Rs.10,00,000 respectively. They
agree to share profits in the ratio of 3:2. Show how the following transactions will be

recorded in the P & L Appropriation and capital accounts of the partners in case:

(i) The capitals are fixed, and

(i) The capitals are fluctuating. The books are closed on March 31, every year.

Particulars X (Rs.) Y (Rs.)
Additional capital contributed on July1,2015 3,00,000 2.00,000
Interest on capital 5% 5%
Drawings (during 2015-16) 30,000 20,000
Interest on drawings 12% 12%
Salary 20.000 —
Commission 10,000 7,000

The profits for the year ending 317 March, 2016 were Rs 71,500.

Hint: If the capitals are fixed: X's capital A/c-Rs 18,00,000; Y's capital A/c-Rs 12,00,000
X's current A/c-Rs 20,700; Y's current A/c-Rs 80.
If the capitals are fluctuating: X's capital A/c-Rs 18,20,700; Y's capital A/c-Rs 12,00,800

Interest on Capital & Interest on Drawings

A and B are partners sharing profits and losses in the ratio of 3:2. Their capital accounts showed
balances of Rs.1,50,000 and Rs. 2,00,000 respectively on Jan 01, 2003. Show the treatment of
interest on capital for the year ending December 31, 2006 in each of the following alternatives:

If the partnership deed is silent as to the payment of interest on capital and the profit for the year

is Rs.50,000;

If partnership deed provides for interest on capital @8% p.a. and the firm incurred a loss of

Rs.10,000 during the year;

(@) If partnership deed provides for interest on capital @8% p.a. and the firm earned a profit of

Rs.50,000 during the year;

(b) If the partnership deed provides for interest on capital @8% p.a. and the firm earned a profit

of Rs.14,000 during the year.




Hint: In the absence of any information interest on capitals will be appropriation of profit

4. Manu, Harry and Ali are partners in a firm sharing profits and losses equally. Harry and Ali
with drew the following amounts from the firm, for their personal use, during2006.

Date Harry (Rs.) Ali (Rs.)
2006 5,000 7,000
January, 01

April, 01 8,000 4,000
September, 01 5,000 5,000
December, 01 4,000 9,000

Calculate interest on drawings if the rate of interest to be charged is 10 percent, and the books are
closed on December 31 every year.

Guarantee of Profit

1 Ram, Mohan and Sohan are partners with capitals of Rs.5,00,000, Rs.2,50,000 and
2,00,000 respectively. After providing interest on capital @10% p.a. the profits are
divisible as follows:

Ram %2, Mohan 1/3 and Sohan 1/6. Ram and Mohan have guaranteed that Sohan's share in
the profit shall not be less than Rs.25,000, in any year. The net profit for the year ended
March 31, 2016 is Rs.2,00,000, before charging interest on capital.

You are required to show distribution of profit.
(Ans: Profit to Ram, Rs.48,000, Mohan, Rs.32,000 and Sohan, Rs.25,000)

Past Adjustment

2. The net profit of X, Y and Z for the year ended March 31, 2006 was Rs.60,000 and the
same was distributed among them in their agreed ratio of 3:1:1. It was subsequently
discovered that the under mentioned transactions were not recorded in the books:

(i) Interest on Capital @5% p.a.
(i) Interest on drawings amounting to X Rs.700, Y Rs.500 andZRs.300.
(iii) Partner's Salary: X Rs.1000, YRs.1500p.a.

The capital accounts of partners were fixed as: X Rs.1,00,000, Y Rs.80,000 and Z
Rs.60,000. Record the adjustment entry.

(Ans: X Dr. Rs.2,700, Y credit Rs.2,600 and Z credit Rs.100]



. Mg

{  ACCOUNTANCY |

—————
S————

Valuation of Goodwill e

3.

Wit e e
Compute the value of goodwill on the basis of four years' purchase of the average profits
based on the last five years? The profits/losses for the last five years were as follows:

2012 - Rs 25,000; 2013 - Rs40,000; 2014 - (Rs15,000) loss; 2015 - Rs80,000; 2016 -
Rs1,00,000

Ans: Rs 1,84,000

Capital employed in a business is Rs.2,00,000. The normal rate of return on capital
employed is 15%. During the year 2002 the firm earned a profit of Rs.48,000. Calculate
good will on the basis of 3 years purchase of super profit?

(Ans: Rs.54,000)
A business has earned average profits of Rs.1,00,000 during the last few years.

Find out the value of goodwill by capitalisation method, given that the assets of the
business are Rs.10,00,000 and its external liabilities are Rs.1,80,000. The normal rate of
return is 10%?

(Ans: Rs.1,80,000)
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ACCOUNTING TREATMENT OF GOODWILL
GOODWIL TO BE ADJUSTED THROUGH PARTNERS’ CAPITAL/CURRENT
ACCOUNTS OR BY RAISING AND WRITING OFF GOODWILL

CHANGE IN PROFIT-SHARING RATIO AMONG EXISTING PARTNERS

Treatment of existing Goodwill appearing in the Balance Sheet:

Journal entry:

Old Partners’ Capital/Current a/c.................. Dr. (In Old profit sharing ratio)
To Goodwill a/c

(Being the existing goodwill is written off)

Method1: When goodwill is adjusted through partners’ capital /current accounts

Journal Entry:

Gaining partners Capital/ Current a/c......... Dr. (In Gaining Ratio)
To Sacrificing Partners 'Capital /Current a/c (In Sacrificing Ratio)

(Being the compensation of gaining partners to

Sacrificing partners)

Method2: When Goodwill is raised and Written off
Goodwill a/Cc.....c.ovviii Dr. (Full revised value of Goodwill)
To Old Partners’ Capital/ Current a/c (Inold Profit sharing ratio)
(Being the goodwill raised and credited to
Partners Capital accounts in old profit sharing ratio)

All Partners Capital/ Current a/c .................. Dr. (In new profit sharing ratio)
(Including Incoming or new partner)
To Goodwill a/c (With value of Goodwill)

(Being the goodwill debited to Partners

Capital accounts in New profit sharing ratio)

EXAMPLE

1. A,B,C are partners in a firm sharing profits in the ratio 3:2:1. From 1% April2019, A’ sacrifices
1/6" share in favour of C’. Goodwill of the firm is valued atRs1,20,000.

Pass the Journal entry for Goodwill.

First Method:
Date Particulars Debit Credit
() C’s Capital @/C......cceeevvvveiiiieiiieie, Dr. 20,000
To A,s Capital a/c 20,000
(Being goodwill adjusted through capital accounts)
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Second Method
Date Particulars Debit Credit
() Goodwill a/c................... Dr. 1,20,000
To A’s Capital a/c (1,20,000x3/6) 60,000
To B’s Capital a/c (1,20,000x2/6) 40,000
To C,s Capital a/c (1,20,000x1/6 ) 20,000
(Being the goodwill raised in Old profit sharing ratio)
(i) A’sCapital a/C........ccceevuveennne Dr. 40,000
(1,20,000x2/6)
B’sCapital a/C..........c..c....... Dr. 40,000
(1,20,000x2/6)
C’s Capital a/c.................. Dr. 40,000
(1,20,000%x2/6)
To Goodwill a/c 1,20,000
(Being goodwill written off in new profit sharing
ratio)

ADMISSION OF PARTNER
Accounting Steps:

Stepl: Revaluation of Assets and Reassessment of Liabilities.
Step2: Treatment of Accumulated Profits or Losses. After welcome of new partner

Step3: New Profit sharing ratio and sacrificing ratio.
Step4: Treatment of Goodwill.
Step5: Adjustment of capital and New Balance Sheet.

*Note: First two steps are calculated on the basis of old balance sheet, old partners' capital A/cs
and old profit sharing ratio. If, firstly these two steps are completed by students then there
will be no chance of mistake in accounting treatment.

Stepl: Revaluation of Assets and Reassessment of Liabilities.

The journal entries recorded for revaluation of assets and reassessment of liabilities are as
follows For

0] For increase in the value of an asset

Asset Alc Dr.

To Revaluation Alc (Gain)
(i)  For reduction in the wvalue of an asset
Revaluation A/c Dr.

To Asset Alc (Loss)

(iif)  Appreciation inthe amount of a liability
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Revaluation A/c Dr.
To Liability A/c
(iv)  For reduction in the amount of a liability
Liability A/c Dr.
To Revaluation A/c
(v)  For an unrecorded asset
Asset Alc Dr.
To Revaluation A/c
(vi)  For an unrecorded liability
Revaluation A/c Dr.

To Liability A/c

(vii)  For transfer of gain on Revaluation if credit balance
Revaluation A/c Dr.

To Old Partners Capital A/cs
(Individually)
(viit)  For transferring loss on revaluation

Old partner’s Capital A/cs Dr.

(Individually)
To Revaluation A/c
Step2: Treatment of Accumulated Profits or Losses.

|

T i R

(Loss)

(Gain)

(Gain)

(Loss)

(Old ratio)

(Old ratio)

The journal entries recorded for Accumulated Profits or Losses are as follows:

0] For Accumulated Profit

Reserve Alc Dr
Profit & Loss A/c(Profit)
Workmen’s Compensation Fund A/c Dr

Investment Fluctuation Reserve A/c
To Old Partners’ Capital A/c
(In old profit sharing ratio)

(i)  For Losses
Old Partners’ Capital A/c Dr

To Profit & Loss A/c (Loss)

Dr

Dr
(individually)

(individually)

To Deferred Revenue Expenses A/c (In old profit sharing ratio)

Step3: New Profit sharing ratio and sacrificing ratio.

New Profit Sharing Ratio
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When new partner is admitted he acquires his share in profits from the old partners. Tﬁmther
words, on the admission of a new partner, the old partners sacrifice a share of their profit in
favour of the new partner. But, what will be the share of new partner and how he will acquire it
from the existing partners is decided mutually among the old partners and the new partner.
However, if nothing is specified as to how the new partner acquires his share from the old
partners; it may be assumed that he gets it from them in their profit sharing ratio.

* In any case, on admission of a new partner, the profit sharing ratio among the old partners will
change keeping in view their respective contribution to the profit sharing ratio of the incoming
partner. Hence, there is a need to ascertain the new profit sharing ratio among all the partners.
This depends upon how does the new partner acquires his share from the old partners for which
there are many possibilities. Let us understand it with the help of the following illustrations.

Illustration 1

Anil and Vishal are partners sharing profits in the ratio of 3:2. They admitted Sumit as a new
partner for 1/5 share in the future profits of the firm. Calculate new profit sharing ratio of Anil,
Vishal and Sumit.

Solution: Sumit’s share = 1/5

Remaining share = 1-1/5=4/5

Anil’s new share = 4/5 x3/5=12/25

Vishal’s new share = 4/5 x 2/5 = 8/25

Sumit’s share = 1x5/5x5 =5/25

New profit sharing ratio of Anil, Vishal and Sumit will be12:8:5.

Note: It has been assumed that the new partner acquired his share from old partners in old ratio.

Illustration 2

Akshay and Bharati are partners sharing profits in the ratio of 3:2. They admit Dinesh as a new
partner for 1/5th share in the future profits of the firm which he gets equally from Akshay and
Bharati. Calculate new profit sharing ratio of Akshay, Bharati and Dinesh.

Solution: Dinesh’s share = 1/5 or 2/10
Akshay’s share = 3/5 — 1/10 = 5/10
Bharti,s share = 2/5 — 1/10 = 3/10

So, new profit sharing ratio is 5:3:2

Illustration 3

Ram and Shyam are partners in a firm sharing profits in the ratio of 3:2. They admit Ghanshyam
as a new partner. Ram surrenders 1/4 of his share and Shyam 1/3 of his share in favour of
Ghanshyam. Calculate new profit sharing ratio of Ram, Shyam and Ghanshyam.

Solution:
Ram sacrifice = 3/5 x 1/4 = 3/20
Shyam sacrifice = 2/5 x 1/3 =2/15
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Ram’s new share= 3/5 — 3/20 = 9/20

Shyam’s new share = 2/5 — 2/15 = 4/15
Ghanshyam’s new share = 3/20 + 2/15 = 17/60
So new ratio is 27:16:17

Sacrificing Ratio

The ratio in which the old partners agree to sacrifice their share of profit in favour of the
incoming partner is called sacrificing ratio. The sacrifice by a partner is equal to:

Old Share of Profit — New Share of Profit
Step4: Treatment of Goodwill.

There are different situations relating to the accounting treatment of goodwill at the time of
admission of new partner. All these are given in detail under the following categories:

) Goodwill paid by the new partner to the old partners privately:

No entry will be passed in the books of the firm. Entry for cash brought in by him as
capital shall only be passed.

However if there is any goodwill a/c existing in the balance sheet of old partners before
admission, it should be immediately written off among the old partners in old ratio.

ADMISSION OF A PARTNER-WHEN GOODWILL IS RAISED

Treatment of existing Goodwill appearing in the Balance Sheet:

Journal entry:
Old Partners’ Capital/Current a/c.................. Dr. (In Old profit sharing ratio)

To Goodwill a/c
(Being the existing goodwill is written off)

When the Incoming or New Partner does not bring his share of Goodwill:

(i) Goodwill a/c......cccovvinnnnnn, Dr. (With value of Goodwill)
To Old Partners’ Capital/Current a/c (In old Profit Sharing Ratio)
(Being the Goodwill account raised)
(1) All Partners Capital/ Current a/c.................... Dr. (In New Profit sharing ratio)
(Including Incoming or new partner)
To Goodwill a/c (With value of Goodwill)

(Being the Goodwill account written off)

When the Incoming or New Partner brings a PART of his share of Goodwill:

(i) Premium for Goodwill a/c.................... Dr. (With Goodwill brought)
Goodwill a/c.......c.ccoceininn. Dr. (With unpaid value of Goodwill)
To Old Partners 'Capital/Current a/c (In old Profit Sharing Ratio)

(Being the Goodwill account raised)
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(i) Incoming (New) Partners Capital/Current a/c...... Dr. (With unpaid value of Goodwill)
To Goodwill a/c (With unpaid value of Goodwill)
(Being the Goodwill account written off)

(Admission of a Partner)

When the Incoming or New Partner does not bring his share of Goodwill:

1. Amar and Sachin are partners sharing profits of 3:2. Chetan is admitted as partner
wef 15 April2019 and their new profit sharing ratio is 3:2:1. Goodwill appeared in the
books at Rs. 20,000. Goodwill as on the date of admission was valued at Rs.1,80,000.
Pass the journal entries giving effect to the arrangement under both the methods.

First Method:

Date Particulars Debit Credit
Q) Amar’s Capital/ Current a/C..................... Dr. 12,000
Sachin’s Capital/ Current a/c.................... Dr. 8,000

To Goodwill a/c 20,000

(Being existing goodwill written off in their
Old profit sharing ratio)

(i) Chetan’s Capital/Current a/c................... Dr. 30,000
(1,80,000x1/6)
To Amar’s Capital/Current a/c 18,000
(30,000x3/5)
To Sachin’s Capital/Current a/c 12,000
(30,000x2/5)

(Being the goodwill credited to sacrificing partners in
their sacrificing ratio)

Working Note: Calculation of sacrificing ratio
Old ratio 3:2

New ratio 3:2:1

Amar 3/5-3/6=3/30 (sac)

Sachin 2/5-2/6=2/30 (sac)

Sacrificing ratio is 3:2
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Second Method:
Date Particulars Debit Credit
(i) Amar’s Capital/ Current a/c..................... Dr. 12,000
Sachin’s Capital/Current a/c.................... Dr. 8,000
To Goodwill a/c 20,000
(Being existing goodwill written off in their
Old profit sharing ratio)
(i) Goodwill a/c.................. Dr. 1,80,000
To Amar’s Capital/Current a/c 1,08,000
(1,80,000x3/5)
To Sachin’s Capital/Current a/c 72,000
(1,80,000x2/5)
(Being the goodwill raised in Old profit sharing ratio)
(i) Amar’s Capital/ Current a/C...........cccvee.. Dr. 90,000
(1,80,000x3/6)
Sachin’s Capital/Current a/c.................... Dr. 60,000
(1,80,000x2/6)
Chetan’s Capital/Current a/c................... Dr. 30,000
(1,80,000x1/6)
To Goodwill a/c 1,80,000
(Being goodwill written off in new profit sharing
ratio)

When the Incoming or New Partner brings a PART of his share of Goodwill:

2. Bharat and Sunil were partners in a firm sharing profits and losses in the ratio of 1:2. On 1% April,
2019 Rajiv was admitted as a new partner for 1/4" share in the profits. Rajiv’s share of goodwill is
Rs.2, 50,000 out of which he brought Rs.1,00,000.

Pass the necessary Journal Entries when the Goodwill Account is raised for the amount not brought
by the incoming partner and is also written off.

Journal Entries

Date Particulars Debit Credit
Q) Goodwill a/c............... Dr. (2,50,000-1,00,000) 1,50,000
To Bharat’s Capital/Current a/c 50,000
To Sunil’s Capital/Current a/c 1,00,000

(Being the goodwill raised for the amount not brought
by new partner and distributed among sacrificing
partners in sacrificing ratio 1:2)

(i) Rajiv’s Capital/ Current a/C ...........ccee... Dr. 1,50,000

To Goodwill a/c 1,50,000

(Being goodwill written off by same amount)
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(1) When New Partner brings his share of goodwill in kind:
Ex: Supposed there are two partners A and B. C is admitted as new partner.

When new partner brings his share of goodwill in kind

If there is any goodwill a/c in the balance sheet of old partners

A’s Capital A/c Dr

B’s Capital A/c Dr
To Goodwill A/c

(Being old goodwill written off in old ratio)

Assets Alc Dr

To Premium for Goodwill A/c
To C’s Capital Alc
(Being assets brought in by new partner for premium and capital)

Premium for Goodwill A/c Dr
To A’s Capital Alc
To B’s Capital Alc
(Being premium amount transferred to old partners’ capital A/cs in sacrificing ratio)

If premium amount withdrawn by old partners

A’s Capital A/c Dr
B’s Capital A/c Dr
To Cash/Bank A/c

(1)  Hidden Goodwill:

Sometimes the value of Goodwill is not given. It is inferred or estimated from other
related information given in question.

Ex: A and B are two partners in 3:2 ratio. Their capitals are Rs 1, 20,000 and Rs1, 00,000
respectively. C is admitted for 1/5" share and he is bringing Rs 80,000 as his capital.
Calculate the value of goodwill.

Solution:

Value of Goodwill = (C’s Capital x 5/1) — (A's Capital+ B's Capital+ C's Capital)
= (80,000 x 5/1) — (1, 20,000 +1, 00,000+80,000)
= 4,00, 000 - 3,00,000
=1, 00,000

So C's share of Goodwill = 1,00,000 x 1/5 = 20,000

*Note: It means new partner C doesn’t bring his share of goodwill in cash. So in this case
journal entries will be same as given in table of (1) situation

Step5: Adjustment of capital and New Balance Sheet.
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After the admission of a partner, the capitals of all partners may be adjusted as per agreement.
The adjustment may take any of the following forms:

(M

Q)

Adjustment of the capitals of the old partners on the basis of new partner's capital

Steps:
(i)

(ii)
(iii)

(iv)
(v)

(vi)

Calculate the total capital of the firm on the basis of new partner's capital and his
share in profits.

Total Capital/New Capital= New partner's capital x Reciprocal of the proportion of
his share in profit

Calculate the new capitals of all partners by dividing total capital in new ratio.

Prepare old partners' capital a/cs (after all adjustments regarding Revaluation,
General Reserve, Goodwill etc) and find out the actual balances of their capitals.

Compare the new capitals as in (ii) with old capital balances as in (iii) and work
out surplus or deficiency.

Surplus will be paid back to the old partners and if there is deficiency the same will
be contributed in cash by the old partners.

(If it is specifically required under agreement, the surplus can be Cr to their current
a/cs and deficiency can be Dr to their current a/c s)

If goodwill is not brought in cash, it can be adjusted either (i) through new
partner's capital a/c — this will reduce his original capital contributed by him or (ii)
if it is adjusted through new partner's current a/c — this will not affect the original
capital contributed by him.

Finding the new partner's sufficient capital on the basis of the old partners’ capital

or the
Steps:
(i)

(ii)

(iii)
(iv)

total capital of the firm

Prepare old partners' capital a/cs (after all adjustments regarding Revaluation,
General Reserve , Goodwill etc)

Calculate the total Capital of the new firm as follows:
Total Capital of the firm=

Combined adjusted ¢ Reciprocal of the combined
capital of old partners proportion of their share of
profit

New partner's capital will be equal to his share of the total capital.

If goodwill is not brought in cash by the new partner, it should be better Dr to his
Current Account. This will make the calculation of his sufficient capital more
accurate and simple.
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Question based on missing figure
A and B are partners sharing profit in the ratio of 4:1.They admit C on 31-3-2016 with ¥4 share.
He brings Rs.60,000 as his share of capital and share of premium for goodwill in cash. The
information given below is incomplete. Give the correct missing figures. Old partners have

withdrawn their goodwill.
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Dr. Revaluation A/c Cr.
Particulars Amount | Particulars Amount
(Rs.) (Rs.)
To Claim for damages 1,000 By Creditors 500
To Machines 12,000 By Old partners
To Furniture 3,500 A
T
16,500 16,500
Dr. Bank/Cash A/c Cr.
Date [Particulars Amount | Date Particulars Amount
(Rs.) (Rs.)
2016 2016
March 31| To Balance b/d 15,000 March 31 |By A'scapitala/lc | ...
ToC’scapitala/c | oo (goodwill withdrawn)
ToPremiuma/c | ByBscapitala/c |
(goodwill withdrawn)
By Balancec/d | ...
2016 ToBalancebd | .......f | T
April 1
Dr. Partners‘CapitalA/cs Cr.
Date Particulars A |B C Date Particulars [A B C
2016 | Tocasha/c | .| e xxx| 2016
March| (goodwill withdrawn) March 31 | By Balance b/d 80,000 [80,000 | xxx
31 | ToRevaluationa/c | ... | .. xxx [March 31 | By Premiuma/c 12,000 {3,000 XXX
(Loss) March 31 | By cash a/c XXX XXX | -

To Balance c/d
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Dr. Balance Sheet as at 31-3-2016 Cr.
Particulars Amount | Particulars Amount
Capital Cash/Bank |
A Debtors 40,000
B Stock 50,000
C s Machines 1,08,000
........... 1,000| Furniture 31,500
Creditors 99,500

Practical Questions

New ratio and sacrificing ratio

1 Aand B were partners in a firm sharing profits and losses in the ratio of 3:2.

They admit C into the partnership with 1/6 share in the profits. Calculate the new profit
sharing ratio? (Ans: 3:2:1)

2. P and Q are partners sharing profits in 2:1 ratio. They admitted R into partnership giving
him 1/5 share which he acquired from P and Q in 1:2 ratio. Calculate new profit sharing
ratio.(Ans:3:1:1)

3. Sandeep and Navdeep are partners in a firm sharing profits in 5:3 ratio. They admit C into
the firm and the new profit sharing ratio was agreed at 4:2:1. Calculate the sacrificing ratio?
(Ans:1:1.)

Goodwill

4. Amar and Samar were partners in a firm sharing profits and losses in 3:1 ratio. They

admitted Kanwar for 1/4 share of profits. Kanwar could not bring his share of goodwill
premium in cash. The Goodwill of the firm was valued at Rs.80,000 on Kanwar's admission.
Record necessary journal entry for goodwill on Kanwar's admission.

Revaluation a/c, Accumulated profit or losses, Partners’ capital A/cs & their adjustment,

Balance Sheet of new firm

5 Azad and Babli are partners in a firm sharing profits and losses in the ratio of 2:1. Chintanis
admitted into the firm with 1/4 share in profits. Chintan will bring in Rs.30,000 as his capital
and the capitals of Azad and Babli are to be adjusted in the profit sharing ratio. The Balance
Sheet of Azad and Babli as on December 31, 2015 (before Chintan's admission) was as
follows: Dr Balance Sheet asat31-12-2015 Cr.

Liabilities Amount | Assets Amount
Creditors 8.000 Cash in hand 2,000
Bills payables 4,000 Cash at Bank 10,000
General Reserve 6,000 Sundry Debtors 8,000
Capital accounts: Stock 10,000
Furniture 5,000
Azad 50,000 Machinery 25,000
Babli 32,000 82,000 Building 40,000
1,00,000 1,00,000
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It was agreed that:

i) Chintan will bring in Rs.12,000 as his share of good will premium.
i) Buildings were valued at Rs.45,000 and Machinery atRs.23,000.
ii) A provision for doubtful debts is to be created @ 6% on debtors.

iv)  The capital accounts of Azad and Babli are to be adjusted by opening current
accounts.

V) Record necessary journal entries, show necessary ledger accounts and prepare the
Balance Sheet after admission.

(Ans: Gain on Revaluation Rs.2,520. Balance Sheet Rs.1,44,520).
Change in profit sharing ratio

6. Dinesh, Ramesh and Suresh are partners in a firm sharing profits and losses in the ratio of
3:3:2. They decided to share the profits equally w.e.f. April 1, 2015. Their Balance Sheet
as on March 31, 2015 was as follows:

Liabilities Amount | Assets Amount
Creditors 1,50,000 Cash at Bank 40,000
General Reserve 80,000/ Bills Receivables 50,000
Partners ‘Loan: Sundry Debtors 60,000
Dinesh 40,000 Stock 1,20,000
Ramesh 30,000 70,000 Fixed Assets 2,80,000
P's Capitalaccounts:
Dinesh 1,00,000
Ramesh 80,000
Suresh 70,000
2,50,000
5,50,000 5,50,000

It was also decide that:

1. The fixed assets should be valued at Rs.3,31,000.

2. A provision for doubtful debts @5% on Sundry debtors.

3. Goodwill of the firm is valued at Rs 90,000.

4. The value of stock to be reduced to Rs 1,12,000.
Prepare Revaluation a/c, partners' capital a/c and Balance Sheet.
(Ans: Total of balance sheet Rs 5,90,000.)

RETIREMENT AND DEATH OF A PARTNER

A partner has right to retire from the firm after giving due notice in advance. After retirement a
new partnership comes into existence between the remaining partners. Partner can retire from the
firm in the following circumstances.
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With the consent of the all the partners
As per the terms of the partnership agreement

By giving a notice in writing to all other partners, if the partnership is at will.

The retirement of a partner is called reconstitution of the partnership firm because the old
agreement is terminated but the firm continues and the new agreement comes into force.

Following accounting treatments are done while retiring a partner.
1) Calculation of a new ratio and gaining/sacrificing ratio (in some cases) ratio.
2) Treatment of goodwill.
3) Adjustment of revaluation of assets and reassessment of liabilities.
4) Adjustment of undistributed reserves and profits and losses a/c.
5) Capital adjustments and preparation of new balance sheet.
CALCULATION OF NEW RATIO AND GAINING RATIO:
* New ratio = Old share + Acquired share
*Gaining ratio = New ratio- Old ratio

Gaining ratio is calculated to ascertain the amount of goodwill payable to retiring or deceased
partner by the remaining partners.

Que) A, B, & C are partners with ratio 4:5:6. Find out new ratio if i) A retires ii). B retires
iii) C retires.
Sol) Old ratio between partners A, B, & C is 4:5:6. So new ratio i) 5:6 ii) 4:6 iii) 4:5

Que)A, B, & C are partners with ratio 3:2:1. Find out new ratio if A retires and his share is
purchased by B alone.

Sol)  Old ratio between partners A, B, & Cis 3:2:1. A retires leaving the share of 3/6 and
this share is purchased by B. so B's new share 2/6 +3/6 =5/6 and C's share is 1/6. So
new share is5:1.
Que)Roman, Preet and Sanjay are partners with equal profit sharing ratio. Roman decided to retire from the
firm and new ratio is fixed as 5:3, determine the gaining ratio.

Sol). Gaining Ratio = New Ratio - Old Ratio
Preet's Gaining Ratio = 5/8-1/3=15/24-8/24=
7124

Sanjay's Gaining = 3/8-1/3= 9/24-8/24=1/24
Gaining Ratio = 7: 1

Que)A, B and C were partners sharing profits in the ratio of 5:3:2. B retires on January
1,2016 with A and C agreed to share the profits in future in the ratio of 6:4. Find the
gaining ratio.

Sol).  Gaining Ratio = New Ratio — Old Ratio
A's Gaining Ratio = 6/10-5/10 = 1/10
C's Gaining Ratio =4/10-2/10=2/10
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Gaining Ratio = 1:2
TREATMENT OF GOODWILL:-

The retiring partner share of goodwill is credited to capital account of respective partner and
debited to remaining partners' capital in gaining ratio.

JOURNAL ENTRY:-
Gaining partner capital a/c/ Current A/c Dr (in gaining ratio)

To Retiring or Deceased partner’s capital a/c (With the share of Goodwill)

The existing goodwill (if any) will be written off by debiting all partners' capital account in their
old ratio and crediting the goodwill account.

Old partners' Capital a/c/Currenta/c Dr (in old ratio)
To Goodwill a/c (Goodwill existing goodwill)

Special Note: - Goodwill cannot be shown in books unless and until it is purchased by paying
some consideration. (AS-26)

Q)A, B and C are partners in a firm sharing profits in the ratio of 5:3:2. A retires and his
share is taken up by B and C equally. Goodwill of the firm is Rs. 60000. Pass necessary
journal entry.

Sol:-
B's Capital a/c Dr 15000.00
C's Capital a/c Dr 15000.00
To A's Capital/c 30000.00
(Being adjustment of goodwill done on retirement of A)

Working Note: - Old Ratio is 5:3:2, New Ratio 11:9 and gaining ratio is 1:1.A's share of goodwill
=60000*5/10=30000.

Numerical For practice

Q)A, B and C were partners sharing profits in the ratio of 2:2:1. B retires on January 1,2016
with A and C agreeing to share the profits in future in the ratio of 3:2.Goodwill of the firm is
Rs. 75000. Pass necessary journal entry.

X, Y and Z are partners with ratio 3:2:1. Y retires and his share is purchased by Z alone.
Goodwill of the firm is 30000.00. Pass necessary journal entry

Q) Roman, Preet and Sanjay are partners with equal profit sharing ratio. Roman decided to retire
from the firm and new ratio is fixed as 5:3. Share of Goodwill of Roman 80,000.Pass
necessary journal entry.

Q)What is difference between sacrificing ratio and Gaining ratio.

Distribution of profit and loss on revaluation at the time of retirement/ Death of
partner

Profit/Loss on revaluation will be shared between all the partners in their old profit
sharing ratio.
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(Journal entries for the revaluation of assets and liabilities and finding out profits or
losses thereof has been explained in previous lessons)

Journal entry for the transfer of profit and loss on revaluation at the time of retirement/
death of a partner.

For Profits:
Revaluation A/C Dr.

To All Partner's Capital A/C (in old ratio)
(Being profit on revaluation transferred to all partners' capital account in old profit sharing ratio)
For losses:
All the partners' capital A/C Dr. (in old ratio)

To Revaluation A/c
(Being loss on revaluation transferred to all partners' capital account in old profit sharing ratio)
Treatment of undistributed profit at the time of retirement/death of the partner.

Special Note: - Reserves are always undistributed profits whereas P&L a/c may be profits or
losses. If P&L a/c is having credit balance or given on liability side it is profit and if P&L a/c is
having debit balance or given on assets side it is loss.

The undistributed profits are transferred to all partners' capital account in the old profit sharing
ratio.

General Reserve a/c Dr.
Profit &Loss a/c Dr.
To All partners' capital account (in old ratio)
(Being undistributed profits transferred to all partners' capital accounts in old ratio)
Treatment of undistributed losses at the time of retirement/death of a partner

The undistributed losses are transferred to all partners' capital accounts in their old profit
sharing ratio.

All partners' Capital a/c Dr. (in old ratio)
To profit & loss a/c /advertisement suspense a/c / deferred revenue a/c
(Being undistributed losses are transferred to all partners' capital account in old profit ratio)

Q,L L, M and N were partners sharing profits and losses in the ratio of 5:3:2. On 31st March
2016 their Balance Sheet was asunder:

Liabilities Amount Assets Amount
Capitals: Property 1,20,000
L 1,50,000 Patents 30,000
M 1,25,000 Machinery 1,50,000
N 75,000 3,50,00 Stock 1,90,000
General Reserve 30,000 Bank 40,000
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Creditors 1,50,000 s e e
5,30,000 530,000

N retired on 31st March 2016 and it was agreed that:
(1) Goodwill of the firm is to be valued at Rs.2,00,000.
(i)  Machinery be valued at Rs.1, 40,000; Patents at Rs.40, 000 and Property at Rs.1, 50,000

on this date.

Prepare partners' Capital Account and Revaluation Account and balance sheet.
Solution: - Working Notes:-

Old Ratio=5:3:2, New ratio after retirement 5:3, Gaining ratio= 5:3 share of goodwill of

retiring partner = 200000*2/10=40000.00

Dr. Revaluation a/c Cr.
Particulars (Rs) Particulars (Rs)
To Machinery 10,000 | By patents 10,000
To Profit transferred to By Property 30,000
Capital A/c:
L 15,000
M 10,000
N 5,000 30,000
12,000 40,000
Dr. Partners’ Capital a/cs Cr.
Particulars L M N Particulars L M N
ToN’sLoana/c | .| e 85,000 | By balance b/d 1,50,000 (1,25,000 | 75,000
To balance c/d 1,80,000| 1,45,000| ......... By General Reserve |15,000 |10,000 5,000
By Profit 15,000 |10,000 5,000
Revaluation
1,80,000 | 1,45,000 85,000 1,80,000 | 1,45,00085,000

Opening Balance Sheet of New Firm

Liabilities Amount | Assets Amount
Capitals: Property 1,50,000
L 1,80,000 Patents 40,000
M 1,45,000 3,25,000 | Machinery 1,40,000
N 's Loan a/c 85,000 | Stock 1,90,000
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Creditors 1,50,000 | Bank - 2"6860
5,60,000 5,60,000

Numerical For practice

Q1 X, Y, and Z were in partnership sharing profits in the ratio of 3: 2. On this date Balance Sheet

is as follows:-

Liabilities Amount Assets Amount

Provision for Doubtful Debts 1,300

Sundry creditors 15,000 Cash at bank 10,000

Capitals: Debtors 16,000

X78,750 Stock 20,300

Y70,000 Machinery 60,000

Z 61,250 2,10,000 | Land and Building 1,20,000
2,26,300 2,26,300

Z retires on the above date and the new profit sharing ratio between X and Y will be 5:4

following terms were agreed:

1)  Land and buildings be reduced by10%.
2) Out of the Insurance premium paid during the year Rs.5, 000 be carried forward as

unexpired.

3) There is no need of any provision for doubtful debts.
4) Goodwill of the firm be valued at Rs.36, 000 and adjustment in this respect be made

without raising a goodwill a/c.

Pass necessary journal entries: Prepare the capital accounts and the new balance sheet.

Q.2. AB,C and D were partners sharing profits

in the ratio of 3:3:2:2

respectively.

On1* April 2014, D retired owing to ill health. It was decided by A, B and C that in future
their profit sharing ratio would be 3:2:1. Complete the following Journal in this regard:
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Date | Particulars L.F. Dr. Crmmm
A’s Capital A/c or.
B’s Capital A/c or.
C’s CapitalA/c or.
D’s Capital Alc Dr. 10,000
TO o e,
(Being the existing goodwill written off)
A’s Capital Alc Dr. 1,20,000
B’s Capital A/c or. |
To C’scapitalACc | | |
To D’s capitalAc |||
(being the adjustment for the goodwill made on
account of change in profit sharing ratio)

Calculation of share of profit of the deceased partner

In case of death of a partner during the accounting year the executor of the deceased partner is
entitled to a share of profit earned by the firm from the date of last balance sheet to the date of
his/her death. The following two methods are adopted for ascertaining the profit of that period:

(@) On the basis of time:-

Deceased partner's share= Last year profit/Average profits x period (in
months/days)/12/365x Deceased partner’s ratio

Note: Period here means from the period from the beginning of the year to the date of death.
(b)  On the basis of sales: sales for the period*rate/100

Journal entry

Profit& loss Suspense a/c Dr (with the share of profit for the period)

To Deceased partner's capital a/c
Numerical For practice

1) Ram, Manohar and Joshi were partners in a firm. Joshi died on 28" February 2004. His
share of profit from the closure of the last accounting year till the date of death was to be
calculated on the basis of the average of three completed years' profits before the death.
Profits for 2002, 2003 and 2004 were Rs. 7,000, Rs. 8,000 and Rs. 9,000 respectively.
Calculate Joshi's share of profit till his death and pass the necessary journal entry for the
same.

Answer: Share of Profit Rs. 444.44

2 P, R and S are in the partnership sharing profits in the ratio of 4:3:1 respectively. It is
provided in the partnership deed that, on the death of any partner, his share of goodwill is
to be valued at half of the profits credited to his account during the previous four
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completed years. R dies on 1st January, 2005. The firm's profits for the last yearmséhzhf)mﬁm:w
Rs.1, 20,000, 2012:Rs. 80,000, 2013: Rs. 40,000, 2014: Rs. 80,000.Determine the amount
that should be credited to R in respect of his share of goodwill.

Answer: Share of Goodwill= 60000.

Calculation of the amount payable to the representative of deceased partner
The representative of the deceased partner is entitled to the following.

i.
ii.
iii.
iv.
V.
Vi.

The balance standing on the credit of the deceased partner capital and current account
His share in the goodwill of the firm.

His share of profit in the revaluation of assets and reassessment of liabilities

His share of reserve and accumulated profit

His share of profit up to the date of death

Interest on capital if provided in the partnership agreement

The following amount will be debited to the account of the deceased partner for ascertaining the
amount due to his representative.

His drawings
Interest on drawings, if provided in the partnership deed
His share of losses on revaluation of assets and reassessment of liabilities

V. His share of losses up to the date of his death

V. Loan to deceased partner.

Q.1. Arti, Bharati and Seema are partners in a firm sharing profits in the proportion of 3:2:1.

Their Balance Sheet as on31st of March, 2013 stood as follows:
Particulars (Rs) Particulars (Rs)
Bills payable 12,000 Buildings 21,000
Creditors 14,000 Cash in hand 12,000
General Reserve 12,000 Cash lit Bank 13,700
Capital Accounts: Debtors 12,000
Acrti 20,000 Bills Receivable 4,300
Bharti 12,000 Stock 1,750
Seema 8,000 Investment 13,250
78,000 78,000

Bharati died on 30" June, 2013 and according to the deed of the said partnership her executors
are entitled to be paid as under:

(i)
(i)
(iii)

(iv)

The capital to her credit at the time of her death and interest thereon @10% per annum.
Her proportionate share of general reserve.

Her share of profits for the intervening period will be based on the sales during that
period. Sales were calculated as Rs. 1,20,000. The rate of profit during past three years
had been10% on sales.

Goodwill according to her share of profit to be calculated by taking twice the amount of
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profits of the last three years less 20%. The profits of the previous three years were:
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2000-2001 Rs.8,200
2001-2002 Rs.9,000
2002-2003 Rs.9,800

The investments were sold at par and her executors were paid out.
Prepare Bharti's Capital Account and her Executor's Account.

Dr. Bharti’s Capital Account Cr.
Date Particulars (Rs) Date Particulars (Rs)
30.07.14| To Bharti’s 34,700 30.07.14 | By Balance b/d 12,000

Executor A/c 30.07.14 | By General Reserve 4,000
(Balancing 30.07.14 | By Interest on Capital 300
Figure) 30.07.14 | ByP & L Suspense 4,000
30.07.14 | By Aarti’s Capital A/c 10,800
By Seema’s Capital A/c (3,600
(Goodwill)
34,700 34,700

Dr. Bharti’s Executors’ A/c Cr.
Date Particulars (Rs) | Date Particulars (Rs)
30.07.14| To Bank Alc 34,700 | 30.07.14 | By Bhart’s 34,700

(Bal. Fig.) | e, Capital Alc |

Working Notes:

(i)
(i)
(iii)

W)

Interest on Capital = 12,000 x 10/100 x 3/12 = Rs.300
Share in General Reserve = 12,000 x 2/6 = Rs.4,000
Share of Profit = 1,20,000 x 10/100 = Rs. 12,000
Bharti's Share = 2/6 x 12,000 = Rs.4,000

Total Profit of Last 3 years : 8,200

+ 9,000 + 9,800/3 =27,000 Twice

Profit = 27,000 x 2 = Rs.54,000

Less: 20% of 54,000 = Rs. 54,000 — 10,800 = 43,200

Bharti's shares of goodwill = 43,200 x 2/6 = 14,400
Numerical For practice

1) A, B and C were partners in a firm sharing profits in the ratio of 5:3:2. On 31" March,
2015 their Balance sheet was asunder:
Liabilities Amount Assets Amount
Creditors 7,000 Buildings 20,000
Reserves 10,000 Machinery 30,000
A’s Capital 30,000 Stock 10,000
B’s Capital 25,000 Patents 6,000
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C’s Capital 15,000 Cash ZTBBWOW
87,000 87,000
C died on | st October, 2015. It was agreed between his executors and the remaining
partners that:
@ Goodwill be valued and 2 years' purchase of the average profits of the previous

five years, which were 2011: Rs. 15,000: 2012: Rs. 13,000; 2013; Rs. 12,000;
2014: Rs. 15,000 and 2015: Rs.20,000.

(0)] Patents be valued at Rs. 8,000; Machinery at Rs. 28,000; Buildings at Rs.30,000.
© Profit for the year 2005-06 be taken as having accrued at the same rate as the

previous year.

@ Interest on capital be provided at 10%p.a

© A sum of Rs. 7,750 was paid to his executors immediately.
Prepare C's capital account and his executors account at the time of his death.

2).  Archana, Bindu and Charu were partners sharing profits in the ratio of 3:2:1. Their
Balance Sheet as on 1st April 2010was:

Liabilities Amount Assets Amount
Creditors 20000 Cash 20,000
General Reserve 30000 Debtors 18,000
Capitals: Stock 60,000
Archana- 1,00,000 Furniture 52,000
Bindu- 70,000 Land & Building 1,50,000
Charu- 70,000 240000

290000 290000

Bindu died on the above date and the executors were paid in the following manner:

a) Bindu's Share of Goodwill was Rs.6,000;

b) A provision for doubtful debts @ 5% was to be made on debtors;

C) Land & Building were to be depreciated by 5% and Stock was valued at Rs.61900. Pass

necessary journal entries for the above transactions on Bindu's Death.

Q.3. X, Y and Z were partners in a firm sharing profits and losses in the ratio of 5:3:2. On
31.3.2015 their balance sheet was as follows.

Liabilities Amount Assets Amount
Building 50,000
Capital accounts: Patents 15,000
X 75,000 Machinery 75,000
Y 62,500 Stock 37,500
Z 37,500 175000 | Debtors 20,000
Creditors 42,500 | Cash at Bank 20,000
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Z died on 31°"July, 2015. It was agreed that:
2 year's purchase of the average profit of the last four years,

@)
(b)

(©)
)

©)

Ans:

RETIREMENT/ DEATH AND SETTLEMENT OF LOAN

Goodwill be valued at
which were as follows:

Machinery be valued at 70,000; Patents at 20,000 and Building at62,500.

Years
2011-2012
2012-2013
2013-2014
2014-2015

Profits
32,500
30,000
40,000
37,500

For the purpose of calculating Z's share of profit in the year of his death the profits in
2014-2015 should be taken to have been accrued the same scale as in2015-2016.

A sum 17,500 was paid immediately to the executors of Z and the balance was paid in
four half yearly installments together with interest at 12% p.a starting from31.1.2016.

Prepare Z's capital account showing amount due to Z's executor.

Amount due to Z's executor = Rs60000

*It may be agreed among the partners that the principal amount will be paid in a few equal
installments with interest.

Question-Sachin, Virat and Kaif were partner in the firm. Virat retired on March31, 2016. All
revaluation and goodwill adjustments were made and his claim came to be Rs.3,20,000.

The amount has been transferred to Virat’s Loan a/c. Prepare loan a/c
If the amount is paid in four equal installments plus interest@12%.

)

iM). If they pay an installment of Rs. 140000 at the end first two years and including
interest on outstanding balance of the first two years and the balance including
interest on third year.

Sol)
Virat’s loan a/c
Date Particulars (Rs) Date Particulars (Rs)
2017 Mar.31 | By Bank a/c 118400 2016Mar,31 | By Virat’s Capital a/c | 3,20,000
By Balance c/d 240000| 2017Mar,31 | By Interest 38400
358400 358400
2018 Mar, 31| By Bank a/c 108800| 2017April,1 | By Balance b/d 240000
By Balance c/d 160000| 2018Mar,31 | By Interest 28800
268800 268800
2019Mar,31 | By Bank a/c 99200 2018April,1 | By Balance b/d 160000
2020Mar,31 | By Balance c/d 80000 2019Mar,31 | By Interest 19200
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2020Mar, 31 | By Bank a/c 89600 |2019April,1 | By Balance b/d 80000
2020Mar,31 | By Interest 9600

89600 89600

Sol. Forii) Virat’s loan a/c
Date Particulars (Rs) Date Particulars (Rs)

2017 Mar.31 | By Bank a/c 140000 2016Mar,31 | By Virat’s Capital a/c | 3,20,000

By Balance c/d 218400 2017Mar,31 | By Interest 38400

358400 358400
2018 Mar, 31| By Bank a/c 140000 2017April,1 | By Balance b/d 218400
By Balance c/d 104608 2018Mar,31 | By Interest 26208

244608 244608
2019 Mar, 31| By Bank a/c 117161 | 2018April,1 | By Balance b/d 104608
2019Mar,31 | By Interest 12553

171161 171161

Numerical For practice

Q.1. Sunny, Riya and Kavi were partner in the firm. Sunny retired on March 31, 2014. All
revaluation and goodwill adjustments were made and his claim came to beRs.4,00,000.
The amount has been transferred to Sunny's Loan a/c. Prepare loan a/c

i) If the amount is paid in four equal installments plus interest@10%.

i) If they pay on installment of Rs. 1,60,000 at the end of year including interest on
outstanding balance of the first two years and the balance including interest on third year.

DI LUTI

N OF PARTNERSHIP FIRM
Meaning of dissolution of partnership firm

Dissolution of partnership firm means that the firm closes down its business and comes to an
end. On the dissolution of partnership firm, assets of the firm are sold and liabilities are paid off
and out of remaining amount the accounts of partners are settled.

Thus, in case of dissolution of partnership, the firm may continue i.e. it does not mean the
dissolution of firm. But in case of dissolution of the firm, the partnership is automatically

dissolved.

Modes of dissolution of partnership firm:-
1) By mutual Agreement(Sec.40)

2) Compulsory Dissolution (Sec.41)

3) On Happening of an event (Sec.42)
4) By Notice (Sec.43)
5) By order of the Court (Sec.44)
Difference between Realisation Account and Revaluation Account.
Realisation A/c is prepared at the time of dissolution of firm and Revaluation A/c is prepared at
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the time of admission/retirement or death of a partner.
Journal entries:-
For closing of various asset accounts on the dissolution of partnership firm

Realization A/c Dr.
To Sundry Asset a/c (individually)

(Except cash, bank balance and fictitious assets)

(Only those assets which can be converted into cash are transferred to Realisation a/c. If
provisions against any asset exist then asset at gross value is transferred to debit side of
Realisation a/c and provision is transferred to credit side of Realisation a/c)

For closing various liabilities accounts on the dissolution of partnership firm
Sundry Liabilities a/c Dr (individually)
To Realisation a/c
(Except partner's loan, capital and accumulated profits)
(Only those liabilities which relate to third party are transferred to Realization a/c.)
For payment of liability (Whether recorded or unrecorded)
Realisation a/c Dr
To Cash or Bank a/c
(For liability paid)
For assuming of liability by partner (Whether recorded or unrecorded)
Realisation a/c Dr
To Partner capital a/c
(For liability paid)
For sale of asset (Whether recorded or unrecorded)
Cash or Bank a/c Dr
To Realisation a/c
(For cash realized from sale of asset)
For asset taken over by partner (Whether recorded or unrecorded)
Partner Capital a/c Dr
To Realisation a/c
(For cash realized from sale of asset)
For payment of realization expenses by firm
Realisation a/c Dr
To Cash or Bank a/c
(For realization expenses paid)
For payment of realization expenses by Partner
Realisation a/c Dr
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To Partner capital a/c
(For realization expenses paid)
For payment of partner's loan by firm

Partner's Loan a/c Dr
To Cash or Bank a/c

(For partner's loan paid)
The undistributed profits are transferred to all partners' capital account in their sharing ratio.
General Reserve a/c Dr
Profit &Loss a/c Dr
To All partners' capital account (in their ratio)
(Being undistributed profits transferred to all partners' capital accounts)

Then distributed losses are transferred to all partner’s capital accounts in their profit
sharing ratio.
All partners' Capital a/c Dr. (in their ratio)
To profit & loss a/c / advertisement suspense / deferred revenue a/c
(Being undistributed losses are transferred to all partners' capital account)

Accounts prepared at the time of dissolution of partnership firm
1. Realisation a/c
2. Partner's Loan a/c
3. Partners' capital a/c
4.  Cash or Banka/c

Q. 1 What journal entries would be passed for the following transactions on the dissolution of a

firm, after various assets (other than cash) and third parties liabilities have been transferred
to Realisation account?

1. Partner “A” took over the stock worth Rs.80,000.

2. Firm paid Rs.40, 000 as compensation to employees.

3. Sundry creditors amounted to Rs.36, 000 which were settled at a discount 0f15%.
4. There was an unrecorded bike of Rs.40, 000 which was taken over by partner “B” at

Rs.30, 000.
5.  Profit on realisation of Rs. 42,000 was to be distributed between A and B in the ratio
of 4:3.
Sol:-
1) A's capital a/c Dr 80,000
To Realisation a/c 80,000
(Being stock is taken over by “A”)
2) Realisation Dr 40,000
To bank a/c 40,000

(Being compensation paid to employee)
3)Realisation a/c Dr 30,600
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To Bank a/c
(being sundry creditors settled with 15%
discount)
4)B's capital a/c Dr 30,000

To Realisation a/c

(Being bike is taken over by “B’
5)Realisation a/c —dr 42000
To A's capital a/c 24000
To B's capital 18000

2
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30,600

30,000

(Being profit on Realisation distributed to partners)

Q.2 Charu and Palak are partners are partners in a firm and they decided to dissolve the
partnership as on 31%March, 2012. On that day, their balance sheet was as follows:

Liabilities Amount | Assets Amount
Capitals: Charu 10,000 Building 17,000
Palak 20,000 30,000 Machinery 8,000
Furniture 2,000
Creditors 10,000 Stock 4,500
Sundry Debtors 5,500
Cash at bank 3,000
40,000 40,000

Amongst the partners, Charu decided to take over machinery at Rs.7, 500 while Palak took over
building at Rs. 18,000. Stock realized its full value while furniture was sold at a discount of 10%.
Debtors were settled at Rs.5, 000 and Realisation expenses amounted to Rs.750.

Close the books of accounts.

Ans.

Dr. Realisationa/c Cr.
Liabilities Amount Assets Amount
To Building 17,000 | By creditors 10000
To Machinery 8,000 | By Charu capital A/c (machinery) 7500
To Furniture 2,000 | By Palak’s capital A/c (building) 18000
To Stock 4,500 | By cash / bank(stock) 4500
To Sundry Debtors 5,500 | By cash / bank(furniture) 1800
To cash /bank(creditors) 10000 | By cash / bank(debtors) 5000
To cash / bank(exp.) 750 | By Charu'scapital A/c  --475

By Palak’s capital A/c-- 475 950
47750 47750
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Dr. Partner's Capital a/c Cr.
Liabilities Charu Palak | Assets Charu Palak
To realisation 7500 1800 | By balanced b/d 10000 20000
To realisation 475 475
To Cash / bank 2025 1525
10000 20000 10000 20000
Dr. Cash/Bankal/c Cr.
Liabilities Amount Assets Amount
To Cash / bank 3000 By realisation a/c 10000
To realisation a/c 4500 By reallsattlon a_/c (expenses) 750
To realisation a/c ;383 By Charu's cap_ltal Alc 2025
To realisation a/c By Palak's Capltal Alc 1525
14300 14300

Numerical For practice
Q)What journal entries would be passed for the following transactions on the dissolution of a firm, after
various assets (other than cash) and third parties liabilities have been transferred to Realisation A/c?

1). Loan of Rs. 10,000 advanced by a partner to the firm repaid on the dissolution of the
firm
2). X, a partner takes over an unrecorded asset (typewriter) at Rs.300

3). Undistributed balance (debit) of profit and loss account Rs. 30,000. The firm has
three partners X, Y and Z.

4). The assets of the firm realized Rs. 1, 25,000.

5). 'Y who undertakes to carry out the dissolution proceeding is paid Rs. 2,000 for the
same.

6). Creditors paid Rs.28, 000 in full settlement of their account of Rs.30,000.

Q))A and B sharing profits and losses in the ratio of 5:2, for the following transactions on the
dissolution of a firm, after various assets and third party liabilities have been transferred to
Realisation account:

1) Bank loan Rs.12, 000 is paid.

2) Stock worth Rs.6, 000 is taken over by partner B.

3) Expenses on dissolution amounted to Rs.1, 500 and were paid by partner A.

4) A typewriter completely written off in the books of accounts was sold forRs.200.
5) Loss on Realisation is of Rs. 14,000.
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6) There was a balance of Rs. 21,000 in the general reserve account on the date of
dissolution.

7) B also agrees to take over the creditor of Rs. 30,000 for Rs.20,000.

8) A, one of the partners has given loan to the firm of Rs. 10, 000. It was paid back to
him at the time of dissolution.

9) Profit and loss account balance of Rs. 56,000 appeared on the assets side of the
balance sheet.

10) Deferred revenue advertising expenditure appeared at Rs.28,000.
11) An unrecorded investment realized Rs. 7,000. Pass journal entries in the books
of A and B at the time of dissolution of the firm.

Q)A and B, were partners sharing profits and losses in the ratio of 4:3, decided to dissolve the
partnership firm as at 31-03-15. From the information given below, complete Realisation
alc, Partner's Capital A/c and Bank A/c:

Dr. Realization a/c Cr.
Liabilities Amount Assets Amount
To Sundry Assets A/c: By Provisions for doubtful debts 500
Machinery 76,000 By sundry creditors 22,650
Stock 34,000 By Bank A/c-assets realized
Investments 30,000 By Loss on Realisation transferred
Debtors 5.730 1,34,730 | to Capital a/c :

To Bank A/c-Creditors A
To A's Capital A/c-Expenses 1,800 | B 9720
1,70,740 1,70,740

Dr. Partners Capital a/c Cr.
Liabilities A Amount Assets A B
To Realization Alc 9720 | By_ | ]
To Bank Alc 1,12,070 By

ByBank Alc | .l 7,650
1,25,030 9,720 1,25,030 9,720

Dr. Banka/c Cr.
Liabilities Rs. Assets Rs.

To_ | By
To realization A/c (assets realized) | 1,24,910 | By A's capital Alc 1,12,070
To B's capital Alc 7,650

1,35,220 1,35,220
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Q)J, K and L decided to dissolve their partnership firm on 31" march, 2012. Their balance sheet on the day stood

asunder:

Liabilities Rs. Assets Rs.
Capitals:J 10,000 Land 45,000
K 10,000 Furniture 5,000
L 10,000 30,000 | Stock 4,000
J's Loan Alc 12,000 | Debtors 5,000
Creditors 18,000 | Bank 1,000
60,000 60,000

Land was sold for the 15% above the book value while furniture was realized Rs. 450 less. Stock
was realized in full while debtors worth Rs. 300 proved bad. Expenses of Realisation were Rs.
600. Record the above transactions by passing necessary journal entries

.[Ans. Profit on realization. 5,400]

Q) Ramesh and Mahesh were in partnership sharing profits and losses in the ratio of 3:1. They
agreed to dissolve the firm. The assets realized Rs. 1, 50,000. The liabilities of the firm were
as follows:

Creditors Rs. 90,000; Loan from Ramesh Rs. 40000, Ramesh's capital Rs. 20,000 and
Mahesh's Capital Rs. 30,000.

Show through the accounts the distribution of cash realized.

[Ans. Realisation loss Rs. 30,000; Ramesh brings in Rs. 2,500 and Mahesh is paid Rs.
22,500; Total of cash A/c Rs. 1, 52,500]

Q. 6. X, Y and Z are in partnership sharing in 7:5:8. They decided to dissolve the partnership.
At the date of dissolution their creditors amounted to Rs. 20,000, cash being Rs.1000 and
in the course of dissolution a contingent liability of Rs. 2,650 not brought into the
accounts matured and to be met. Their capitals stood at Rs. 12,000; Rs. 10,000; and18,000
respectively. X had lent to the firm in addition to capital Rs. 14,000. The asset realizes.
Rs.44,150.

Prepare the Realisation account and the partner's capital accounts. Also show the cash
account.

[Ans. Realisation Loss Rs. 31500Total of cash A/c Rs. 45,150]
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Q. 7. X, Y and Z are partners sharing profits and losses in the ratio of 3:2:1. On 30" June, 2015,
they agreed to dissolve the partnership, they appointed Y to realize the assets and
distribute the proceeds. Y is to receive 5% commission on the sale of assets (except cash)
as his remuneration and is to bear all expenses of Realisation. Their balance sheet was as

follows:
Balance Sheet
Liabilities Rs. Assets Rs.
Sundry  creditors 15,275 | Cash at bank 3,740
Reserve fund 12,000 | Sundry debtors 20,000
Profit and loss Alc 1,500 | Stock _ 42,200
Capital accounts: Plant and Machinery 61,000
X 70.000 Goodwill 15,000
v 30’000 Currenta/c-Z 23,460
Z 20,000 1,20,000
Current accounts
X 12,500
Y 4,125 16,625
165400 165400

Y reports the result of Realisation as follows:

Sundry Debtors Rs. 12,000, Stock Rs. 18,250, Plant and Machinery at 25% less than book value.
Goodwill was valueless. Creditors were paid in full and the expenses of Realisation amounted to
RS. 380 Which Y, met personally. Prepare necessary Ledger Accounts.

[Ans. Realisation loss Rs. 66,000.Final Payment to X Rs. 56,250; Y Rs. 20,425.Cash brought
in by Z Rs. 12,210. Total of Bank A/cRs.91,950.]

Q.8. X, Y and Z carrying on business as a partnership firm decided to dissolve the firm on
30.6.2011 when their balance sheet was as follows:

Balance Sheet

Liabilities Rs. Assets Rs.
Creditors 34,000 | Cash 25,000
Capitals: Stock 62,000

X 1,20,000 Debtors 37,000
Y 90,000 Tools 8,000
Z 60,000 2,70,000 | Car 12,000
Machinery 60,000

Buildings 1,00,000

3,04,000 3,04,000
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The partnership deed provided that profits will be divided in the ratio of 3:2:1 respectively
among X, Y and Z. Assets realized as follows: Stock Rs. 40,000, Tools Rs. 5,000. Machinery Rs.
78,000, Buildings Rs. 84,000. Car Rs. 25,000, Goodwill Rs. 60,000, Debtors Rs. 59,000.
Creditors were settled at a discount of Rs. 720. There was unrecorded asset valued at Rs. 3,000,
which was handed over to X for Rs. 2,000.Prepare Realisation account, cash account and
partner's capitalaccounts.

Ans. Realisation profit Rs. 74,720.Final payment to X Rs. 1, 55,360; Y Rs. 1, 14, 907, Z Rs.
72, 453.Total of cash a/c Rs. 3, 76,000.

(o S\£e O ]
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NITY OF TH HT WORD AND DEED LEADS TO PROFEIT OF PEACE
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Objective Questions and MCQs in Accounting for partnership: Fundamentals,
Valuation of Goodwill, Change in profit sharing ratio, Admission of Partner,
Retirement and Death of partner, Dissolution of partner

1 The ratio in which one or more partners of the firm forego i.e., sacrifice their share of profits in favour of
one or more partners of the firm is called

2 True / False :

Sudhir and Bhuwan are partners in a firm sharing profits in the ratio of 3:2. They decided to share future
profit equally. On the date of change in profit sharing ratio, Profit and Loss Account has a debit balance of
Rs. 50,000. It will be adjusted in Partners Capital Accounts by passing the following Journal Entry:
Sudhir’s Capital A/c ...Dr. 30,000

Bhuwan’s Capital A/c ...Dr. 20,000

To Profit and Loss A/c 50,000.

3 Gaining Ratio is calculated by deducting

(a) Sacrificed profit share from new profit share of the partner.
(b) Sacrificed profit share from old profit share of the partner.
(c) New profit share from old profit share of the partner.

(d) Old profit share from new profit share of the partner.

4 In change in profit sharing ratio, goodwill is valued with a purpose to compensate partner(s) by
the partners.

5 True / False:
Large Customer base results in higher valuation of Goodwill.

6 Which of the following statement is Correct?
(a) Goodwill is a fictitious asset.

(b) Goodwill is a current asset.

(c) Goodwill is a wasting asset.

(d) Goodwill is an intangible asset.

7 Partners may or may not have a written

8 True / False :
Partnership is the relation between persons who have agreed to share profits of a business carried on by all
or any of them acting for all.

9 In case partners have guaranteed profit to a partner and deficiency of profit. The deficiency happens it is
borne by

(@) All the partners in new profit sharing ratio

(b) Remaining partners in the ratio in which they have given guarantee

(c) All the partners in sacrificing ratio.

(d) All the partners in old profit sharing ratio.

10 *True/False * :

The claim of Workmen Compensation is less than Workmen Compensation Reserve at the time of
admission of a partner. The difference is Workmen Compensation Reserve and claim will be transferred to
Capital Accounts of the old partners in their old profit sharing ratio.

11 If book value and the market value of investment is same, Investment Fluctuation Reserve at the time of
Admission of a Partner, is distributed among in their

12 A, B and C are partners sharing profits and losses in the ratio 6 : 3 : 3, they agreed to take D, as new
partner with 1/8th Share of profits. The new profit sharing ratio will be:

@14:7:7:4

(b)y1:1:1:1

(€)12:27:36:42

(d)12:36:27:42.

13 True/False :
Two factors affecting goodwill are efficient management, repeated customers leading to higher sales and
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profit thus; it leads to higher value of goodwill.

14

A firm earns profit of Rs. 1,10,000. The Normal Rate of Return is 10% on Capital. Assets of the firm are
Rs. 11,00,000 and Liabilities Rs. 1,00,000. Value of Goodwill by Capitalisation of Average Profit will be

15

In the event of firm’s business being taken over, the amount paid in excess of net assets (Assets—
Liabilities) is debited to

(a) Profit and Loss Account

(b) Capital Accounts

(c) Reserve Account

(d) Goodwill Account.

16

True/False:
At the time of change in profit sharing ratio the combined shares of all partners remains unchanged.

17

The ratio in which one or more partners of the firm acquired their share of profits in favour of one or more
partners of the firm is called

18

Goodwill is not accounted in the books if

(@) It is a Purchased Goodwill

(b) It is a Self Generated Goodwill

(c) It is decided to be accounted by the Partners
(d) Its amount is paid by the Gaining Partner

19

True/False :
Gaining partner always compensates Sacrificing Partner

20

At the time of admission of partner, A new partner brings capital and goodwill to get share in future in
the firm.

21

A and B are sharing profits and losses in the ratio 5 : 3. They admitted C as a partner and gave him 1/5th
share of the profits. He acquired his share equally from A and B. New profit sharing ratio will be:
@5:6:3

(b)2:4:6

(c)21:11:8

(d)18:24:38.

22

True / False: All partners consent is required to admit a new partner.

23

Reserve appearing in the Balance Sheet will be divided among partners during admission in ratio.

24

A and B are sharing profits and losses in the ratio 3 : 2. They admitted C as a new partner to give him
2/10th share in the profit. The new profit sharing ratio will be:

(@12:8:5

(b)3:2:2

(c)3:25

(d)2:1:2.

25

True / False:
Weighted Average Method of calculating goodwill is useful when Profits are similar in all the years.

26

Goodwill is not valued by the firm at the time of :

27

Capital employed by a firm is Rs.5,00,000. Its average profit is Rs.60,000.The normal rate of return in
similar type of business is 10%. The amount of super profits is

a. Rs.50,000

b. Rs.10,000

c. Rs.6,000

d. Rs.56,000

28

True / False :
Relationship between the partners is of Senior — subordinate.

29

Manager’s commission is a against profit.
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If the partnership deed provides for payment of interest on capital of the partners, then interest can be paid
only out of
(a) Accumulated Profits
(b) Past Year’s Profits
(c) Current Year’s Profits
(d) General Reserve

31

True / False:
As per Accounting Standard — 26, Both purchased and self-generated goodwill are accounted in the books
of accounts.

32

What is the maximum number of partners as per Companies Act?

33

Average profit of a business over the last five years was Rs.60,000. The normal yield on capital invested
in such a business is estimated at 10% p.a. The net capital invested in the business is Rs.5,00,000. Amount
of goodwill, if it is based on 3 years purchase of last 5 years super profits will be:

a. Rs.1,00,000

b. Rs.1,80,000

c. Rs.30,000

d. Rs.1,50,000

34

True / False:

A and B were partners in a firm sharing profits or losses in the ratio of 3 : 5. With effect from 1st April,
2019, they decided to share profits or losses equally. Due to the change in profit sharing ratio, A’s sacrifice
will be 1/8.

35

If profit-sharing ratio changes, Investments Fluctuation Reserve is by the amount of fall in value
of investments

36

Change in the relationship of existing partners which results coming to an end in agreement and a new
agreement coming into effect is:

(a) Revaluation of Partnership

(b) Reconstitution of Partnership

(c) Realisation of Partnership

(d) Dissolution of Firm

37

True / False
Admission of a Partner means Reconstitution of a firm as existing agreement comes to an end and a new
agreement comes into effect because of the Admission of a Partner.

38

When existing goodwill is written off at the time of admission of new partner, it is transferred among old
Partners in

39

If Capitals are maintained on Fixed Capitals Basis, Undistributed profits, Profit and Loss Account,
General Reserve etc. are transferred to: (a) Partner’s Fixed Capital A/c (b) Partner’s Current A/c (c)
Revaluation A/c (d) Profit and Loss Adjustment A/c

40

True / False
In the absence of provision in the partnership deed, interest on loans given by the partners is allowed @
6%.

41

If a fixed amount is withdrawn by a partner on the first day of every month interest on the total amount is
Charged for months.

42

There are two partners in a firm P and Q. R is admitted into the firm for 1/3th share of profit with the
guaranteed annual profit of Rs. 18,000. Firm’s profit for the year is Rs. 42,000. What amount of profit
would be given to R as his share of profit by the firm?

@ Rs.20,000

(b) Rs.25,000

(c) Rs.18,000

(d) Rs.16,000

43

True/False
Anurag, Sanjeev and Sumit are partners sharing profit or loss in the ratio of 2 : 3 : 4. Anurag retires and
after Anurag’s retirements Sanjeev and Sumit agreed to share profit or loss in the ratio of 3 : 4 in future.
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Their gaining ratio will be 4 : 3.

44

Retiring partner is compensated for foregoing his share in future profits in favour of remaining partners or
continuing partners. The compensation so paid is in ratio.

45

P, Q and R have been sharing profits in the ratio of 8 : 5 : 3. P retires. Q takes 3/16th share from P and R
takes 5/16th share from P. New profit sharing ratio will be :

a. 1:1
b. 10 :6
C. 9:7
d. 5:3

46

A, B and C are partners sharing profits in the ratio of 4:3:2. C retires and he surrenders his share to A and
B in ratio 2:1. The new profit sharing ratio of Aand Bwillbe .............................

47

If executors of the deceased partner are to be paid in installments, his legal heirs are entitled to an interest
at:

a) 6%

b) Market rate

c) 6% p.a.

d) No Interest rate

48

True or False:
Gaining Ratio=0ld Ratio -New Ratio

49

During dissolution of partnership firm, assets were Rs.2,00,000 and outside liabilities were Rs.50,000. If
assets realized 85% and expenses of dissolution paid were Rs500, profit/loss on realization will be

50

True or False:
If creditors amounting to Rs.4,000 took over furniture of Rs.3,000 during dissolution of firm, no entry be
passed.

51

During dissolution of firm, partners wife's loan is transferred to:
a) Her husband’s capital a/c

b) Realisation a/c

c) Revaluation a/c

d) Mrs. Partners loan a/c

52

Change in profit sharing ratio among the existing partners amounts to dissolution of:
a) Partnership

b) Partnership firm

c) both a) orb)

d) None of a) orb)

53

On dissolution of firm, .........c.ccceevieviiiiiinne are paid first out of the proceeds from sale of assets.

ANSWERS OF MCQs in Accounting for partnership: Fundamentals, Valuation of Goodwill,
Change in profit sharing ratio, Admission of Partner, Retirement and Death of partner,
Dissolution of partner.

1 * Sacrificing Ratio *
2 *True *
Reason: Profit and Loss Account (Dr.) is shown on the Assets side of Balance Sheet and is an
accumulated loss distributed among old partners in old profit sharing ratio.
Sudhir’s Share = 50,000 X 3/5 = Rs. 30,000 Bhuwan’s Share = Rs. 50,000 X 2/5 = Rs. 20,000.
3 *d=*

Reason: - Gaining ratio means increase in share. Thus, new profit share will be higher than the old profit
share. Therefore, Gaining Ratio = New Ratio — Old Ratio
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4 Sacrificing, Gaining

5 *True *
Reason If a customer is large in size then they demand more of good and ultimately goodwill of that
product increases.

6 *d=*
Reason Goodwill is an intangible asset as it cannot be seen or touched but has a value.

7 Partnership Deed

8 *True *
Reason: It is one of the essential characteristic of Partnership that it is a relation between persons who
have agreed to share profits of business carried on by all or any of them acting for all.

9 *b*
Reason: The Partners have an agreement with the other partner to give him a minimum profit. The
deficiency thus, will be borne by the guaranteeing partner in the ratio in which they have guaranteed the
minimum profit. If the ratio of guarantee is not given, they will share the deficiency in their profit —
sharing ratio.

10 *True *
Reason: If claim is more than reserve then for the deficit Revaluation Account is debited.

11 * Partner’s Capital, Old Profit Sharing *

12 *a*
Reason: - As D is admitted for a share of 1/8th, therefore the remaining share of 7/8th will be shared by
the old partner’s, in the ratio 6 : 3 : 3, and the new ratio willbe 14 : 7 : 7 : 4.

13 True
Reason: Management if efficient leads to higher profits and thus, increase in the value of Goodwill.
Similarly repeated Customer’s leads to increased sale and thus higher profits increase in value of
Goodwill.

14 Rs. 1,00,000

15 d
Reason: Amount paid in excess of net assets is not on account of any asset but for acquiring a running
business and in effect to earn profit from the day the business is taken over. Hence it is debited to
Goodwill Account.

16 True Reason: At the time of Change in Profit Sharing Ratio the combined shares of all partners remains
unchanged because their share may change but their total share remains same.

17 Gaining Ratio

18 b
Reason:- According to AS-26, Intangible Assets, if any consideration is paid for Goodwill (Purchased
Goodwill) it be accounted in the books otherwise it is not to be accounted. Thus, Self-generated
Goodwill is not accounted. It is open to the partners to decide whether Self-generated Goodwill is to be
accounted or not. Similarly, amount brought by Gaining Partner is settlement of his account.

19 False
Reason: Partnership is governed by the agreement among the partners. Partners may agree not to receive
compensation for sacrificing their shares in profits. In the event Sacrificing Partners decide not to take
compensation for the sacrificed share, Gaining Partner or Partners will not compensate the Sacrificing
Partner or Partners. Thus, it not always that Gaining Partner or Partners compensate the Sacrificing
Partners.

20 Profits

21 c
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Reason: As C is admitted for a share of 1/5th (or 2/10th), which he takes 1/10th from A and 1/10th from
B. Therefore remaining shares of A and B will be 21/40 (5/8 — 1/10) and 11/40 (3/8 — 1/10) respectively.
The new ratio will be 21 : 11 : 8

22 True
Reason: A partner can be admitted into partnership if the Partnership Deed exists and it has a clause for

admission of a partner. In other case, The Partnership Act, 1932 prescribes that a partner can be admitted
into Partnership with the consent of all the partners.

23 Old Profit Sharing

24 Multiple Choice Question 3. a Reason: As C is admitted for a share of 2/10th, therefore the remaining
share of 4/5th will be shared by the old partner’s, in their Old Profit-Sharing ratio i.e., 3 : 2,Thus, the
new ratio will be 12 :8 :5.

25 * Reconstitution of Partnership *

Reason: Any change in existing agreement of partnership is reconstitution of the firm. As a result,
existing agreement comes to an end and new agreement comes into existence but the firm continues.

26 *True *

Reason: General Revenue existing in the Balance Sheet is transferred to Capital Accounts of partners in
old profit-sharing ratio because it is set aside out of the profits earned by the firm the profit sharing ratio
had changed. Had these profits distributed and not set aside to General Reserve each partner would have
received credit in their old profit sharing ratio.

27 *b*

Reason X Y Old profit-sharing ratio 3 2 New profit-sharing ratio 1 1 Change in profit-sharing ratio = 3/5
—-1/22/5-1/2 =6 -5/10 4 - 5/10 = 1/10 (Sacrificing) -1/10 (Gain) Value of Goodwill of the firm =
Rs.60,000 Y’s share = Rs.60,000 x 1/10 = Rs.6,000 X’s share = Rs.60,000 x 1/10 = Rs.6,000.

28 * False * Reason: According to the Partnership Act, 1932, the partners are principals and agents of the
partnership firm, who acts on the behalf of the firm.

29 * charge *

30 *c*

Reason: If the Partnership Deed or agreement provides for the payment of interest on capital of the
partners, interest can be paid out of current year’s profit only, and not from the past year’s profit or
accumulated profits because it is for the current year and therefore is an appropriation of current year’s
profit.

31 * False * Reason: According to AS 26 only purchased goodwill should be accounted.

32 50 partners

33 C

Reason: - Average Profit = Rs.60,000 Normal Profit = Capital Employed x NRR/100 = Rs.5,00,000 x
10/100 = Rs.50,000 Super Profit = Average Profit — Normal Profit =Rs.10,000 Goodwill = Super Profit
x Number of year’s purchase = Rs.10,000 x 3 = Rs.30,000

34 False Reason: A B Old Ratio 3 5 New Ratio 1 1 Change in Profit sharing Ratio = 3/8 — 1/25/8 - 1/2 =3
—4/85-4/8 = -1/8 (Gain) 1/8 (Sacrifice)

35 Debited

Reason:- If profit-sharing ratio changes, Investments Fluctuation Revenue is debited by the amount of
fall in value of investments because it is a specific reserve set aside to meet this loss.

36 b Reason: - Reconstitution of partnership means change in the relationship of existing partners. As the
existing agreement has come to an end, and new agreement has come into effect, it is change in
partnership i.e., reconstitution of partnership.

37 True/False
1. True

Reason: Reconstitution of firm takes place when there is a change in Profit-Sharing Ratio, Admission,
Retirement or Death of a Partner because new terms are agreed among partners and fresh Partnership
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Deed is entered. As a result, old Partnership comes to an end and new agreement comes into effect.

38 Old Profit Sharing Ratio
Reason:- Existing Goodwill is written off among old partners in their old profit-sharing ratio because it
is an intangible asset coming into existence before the admission of the partner and new partner
compensates the sacrificing partner by paying Goodwill.
39 b
Reason: - ...Where the capital accounts of partners are maintained following Fixed Capital Accounts
method, two accounts are maintained for each partner i.e. Capital account and Current account. Capital
account is credited or debited with the permanent increase or decrease in capitals of the partners. All
other credits and debits are shown in the Current accounts. Thus, the undistributed profits, General
Reserve etc. will be transferred to Partners” Current Accounts.
40 True/False
False
Reason: If the partnership deed is silent on allowing interest on Loan to the partners, the provisions of
the Partnership Act, 1932 shall apply. It provides that interest on Loan shall be allowed @ 6%p.a.
41 6.5 months
Reason: If fixed amount is withdrawn by partners on the first day of every month interest on the total
amount is charged for 6.5 months.
42 3.C
Reason: R (new partner) has been guaranteed minimum profit of Rs. 18,000 per annum. His capital
account will be credited by that amount, irrespective of his share at all
43 False
Reason: Old Profit sharing ratio among Anurag, Sanjeev and Sumit = 2:3:4
Anurag retires from the firm.
New profit sharing ratio between Sanjeev and Sumit = 3:4
Gaining Ratio = New Ratio — Old Ratio
Sanjeev’s Gain = 3/7-3/9
= (27-21)/63=6/63
Sumit’s Gain = 4/7-4/9
= (36-28)/63=8/63
Gaining Ratio = 6:8.
=34
44 Gaining Ratio
Reason: The remaining partner compensate the retiring partner in gaining ratio i.e., New ratio — Old
Ratio.
45 a
Reason: Old profit sharing ratio among P,Q and R is 8:5:3
Q retires from the firm and his share is taken by P and R.
P’s share = 8/16
Q’s new share = 5/16+3/16=8/16
R’s new share = 3/16+5/16=8/16
New Profit sharing Ratio =8:8
Between Q and R =1:1.
46 A=4/9+(2/9X2/3)=16/27
B=3/9+(2/9X1/3)=11/27
New ratio is 16:11
47 6% p.a.
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48 False. Gaining ratio is New ratio minus Old ratio. M(‘
49 Cr. 50,000+ 1,70,000 (85% of 2,00,000) Dr. 2,00,000+50,000+500=Rs.30,500 (L0ss)
50 False. Reason. It is partially settled for Rs.3,000. Creditors will have to be paid the remaining Rs.1,000.
51 b)
Realisation a/c
Reason. It's an outside liability
52 Change in profit sharing ratio among the existing partners amounts to dissolution of:
a) Partnership
53 Outside liabilities/Creditors

O
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Company Accounts - Accounting for Share Capital
Meaning of company: A company is an organization formed by an association of persons
through a process of law for undertaking (usually) a business venture.

Definition —“Company means a company incorporated under this Act or any previous company -
Section 2(20) of the Companies Act, 2013

Share Capital - Schedule 111 of the Companies Act, 2013 classified Share Capital as:

SHARE CAPITAL

l l

Authorized Issued Subscribed
Capital Capital Capital

Vi.

|

Subscribed and Bubscribed but not
fully paid-up fully paid-up

Authorized Share Capital is the maximum amount up to which a company can issue shares.

Issued share capital is a part of authorized share capital that is issued by a company for
subscription.

Subscribed share capital is a part of issued share capital that is subscribed.

Subscribed share capital is shown as (i) Subscribed and fully paid — up (ii) Subscribed but
not fully paid — up

Called—up amount is the amount of nominal value of shares that has been called up for
payment.

Paid—up amount is the amount that is received by the company.

Reserve capital is a part of subscribed share capital that a company resolves, by a special
resolution, not to call except in the event and for the purpose of company being wound up.

PREFERENCE SHARES - These are the shares that carry preferential right as to dividend
at fixed rate and preferential right as to repayment of capital.

EQUITY SHARES - These shares are the shares that are not preference shares. Shares can
be issued (i) for cash and (ii) for consideration other than cash. Further, the shares can be
issued (i) at par, or (ii) at premium.

OVER SUBSCRIPTION OF SHARES - It means shares applied for are more than the
shares offered for subscription.

UNDER SUBSCRIPTION OF SHARES -It means shares applied for are less than the
shares offered for subscription.
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PRO RATA ALLOTMENT - It means allotment of shares in a fixed proportion. Pro rata allotment
takes place only when the shares are oversubscribed.

SECURITIES PREMIUM RESERVE - It can be utilized for the purpose prescribed in

section 52(2) of the Companies Act, 2013, which are:

(1) writing off preliminary expenses;

(i)  Writing off expenses such as share such as share issue expenses, commission ,discount
allowed on issue of securities;

(i) Providing for the premium payable on redemption of debentures or Preference Shares;

(v) in buying-back its own shares.

(v) Issuing fully paid bonus shares;

CALL - It is a demand by a company from the holders of partly paid shares to pay a further
installment towards full nominal value.

CALLS-IN-ARREARS-It is the amount not yet received by the company against the call or
calls demanded.

CALLS-IN —ADVANCE- It is the amount received by the company from its allotters
against the calls not yet made. Calls- In- Advance is shown as 'Other Current Liability'
under 'Current Liabilities".

FORFEITURE OF SHARES- It means cancellation of shares and forfeiting the amount
received against these shares. Forfeiture of shares takes place when a shareholder fails to
pay the calls made.

Securities premium-How dealt when shares are forfeited.

In case where Securities Premium Reserve Account has been credited and also it has been
received- Securities Premium Reserve Account is not debited because of the restrictions
imposed by Section52(2) of the Companies Act,2013 . In case Securities Premium Reserve
Account has been credited but the amount has not been received —Securities Premium
Reserve Account is debited because the amount has not been received and therefore Section
52(2) of the Companies Act, 2013 does not apply.

REISSUE OF FORFEITED SHARES-Forfeited Shares can be reissued and they may be

reissued at a value lower than its face value. But the discount on reissue of a share cannot be

more than the forfeited amount of that share credited to Forfeited Share account at the time

of forfeiture.

Regarding Reissue of Forfeited Shares, always keep in mind that:

1. Discount on reissue cannot exceed the forfeited amount.

2. Ifthe discount on reissue is less than the amount forfeited, the surplus (i.e., gain on
reissue of shares) is transferred to Capital Reserve.

3. When only a part of the forfeited share is reissued then the gain on reissue of such share
is such transferred to Capital Reserve.

4. The forfeited amount on shares not yet reissued is shown in the Balance Sheet as an
addition to the paid-up share capital.

5. When the shares are reissued at discount, such discount is debited to Forfeited Shares
Account.
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6. If the shares are reissued at a price which is more than the nominal (face) value of the
shares, the excess amount is credited to Securities Premium Reserve Account.

7. In case of the Forfeited Shares are reissued at a price higher than the paid- up value, the
excess of issue price over paid up value is credited to 'Securities Premium Reserve
Account'.

PRIVATE PLACEMENT OF SHARES- It refers to issue and allotment of shares to a
selected group of persons. In other words, an issue, which is not a public issue but offered to
a selected group of persons, is called Private Placement Of Shares.

EMPLOYEES STOCK OPTION PLAN (ESOP) - It is the plan for granting options to
subscribe shares by employees and employee directors. A company may issue stock (shares)
options fulfilling the following conditions:

(@) These shares are of the same class of shares already issued;
(b) It is authorized by a special resolution passed by the company;

(c) The resolution specifies the number of shares, the current market price, consideration,
if any, and the class or classes of directors or employees to whom such equity shares are
to be issued;

(d) Not less than one year has, at the date of issue, elapsed since the date on which the
company had commenced business and

(e) These shares are issued in accordance with SEBI regulations, if the shares are listed.

Presentation of Share Capital in Company's Balance Sheet As per Schedule 111 of
Companies Act 2013, Share Capital is to be disclosed in a Company's Balance Sheet in the
following manner:

EXTRACT OF BALANCE SHEET OF ............... aSal....ovviiiiiiiiiiene
Particulars Note Amt. current year | Amt. Previous year
No. Rs. Rs.

1. EQUITYAND LIABILITIES:
Shareholder's Funds:
('a) Share Capital* Q) |
(b) Reserves and Surplus | |

(c) Moneyreceived against | | i |
share warrants

*As per schedule 111 disclosure requirements pertaining to Share Capital are to be provided in notes to accounts.
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Notes to Accounts: o
Particulars Rs. Rs.
Q) Share Capital
Authorised Capital:
cieeneen....EQuity Shares of Rs...... each
ceeene......preferences Shares of Rs...... each
Issued Capital :
ceeeneenn..EQuUity Shares of Rs ....... each
................. Preferences Shares of Rs .....each
Particulars Rs. Rs.

Subscribed Capital

Subscribed and Fully Paid Capital ...................
Equity Shares of Rs...... each..................

Preferences of Share of Rs...... each

payments beings received in cash)
Subscribed but not fully paid Capital :

RS oo per share Called-up

Less : Calls in Arrears :

(i) By Directors & Officers of the company Rs.........
(i) By Others Rs.........
Add: Forfeited shares Rs.........

(Of the above shares.............. Shares are allotted as fully paid-up

Journal Entries Regarding Issue of Shares Capital
1. ISSUE OF SHARES FORCASH
1). Shares Payable in Lump Sum:
For Receiving Share Application Money:
Banka/c ....Dr.
To Share Application and Allotment a/c
(Being the application money received)
For Allotment of Shares:
Share Application and Allotment a/c....... Dr
To Share Capital a/c

To Securities Premium Reserves a/c  [With Premium Amt]

(Being the shares against share application and allotment money received)

[With Nominal (face) Value]
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2). Shares Payable in Installments: S
Transaction Journal Entry Amount
On Receipt of Application Money |Banka’c ... Dr. | Amount received
To Share Application a/c with application.
On Allotment of Shares Share Application a/c .Dr. | Application money
Share  Application  Money is| To Share Capital a/c on shares allotted.
transferred to Share Capital Account
Amount Due on Allotment Share Allotmenta/c  ...... Dr. | Money due on shares
To Share Capital a/c allotted.
On Receipt of Allotment Money Bankac ... Dr. | Amount received on
To Share Allotment a/c shares allotted.
On First and final Call Being Due | Share First & Final Call a/c | Amount payable on
...... Dr. | first and final call.
To Share Capital a/c
On Receipt of First & Final Call |Banka/c ... Dr. | Amount received on

To Share First & Final Call a/c

first and final call.

Accounting Entries in Case of Over subscription

1. For Application Money Received
Bank Alc
To Share Application A/c

Application Money For Allotted Shares

Share Application A/c
To Share Capital A/c
2  Excess Application Money

a) Refund
Share Application A/c
To Bank A/C

b) Adjustment
Share Application A/c

To Share Allotment A/c

To Calls — in- Advances A/c

Combined Entry
Share Application A/c
To share Capital A/c
To Bank Alc
To Share Allotment A/c
To Calls-in—Advance Alc
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SHARE ISSUED FOR CONSIDERATION OTHER THAN CASH
The journal entries passed are:
I. (a) On Purchased of Assets
Sundry Assets A/cs (Individually) ...Dr  [With the amount of purchase price]

To Vendor’s A/cs [With purchase consideration]
(b) On Purchase of Business
Sundry Assets Alcs ...Dr [Agreed value of assets]
Goodwill A/c* ....Dr
To Sundry Liabilities A/c [Agreed value of liabilities]
To Vendor’s Alc ** [With purchase consideration]

To Capital Reserve A/c***

Note: Purchasing consideration is an amount paid by purchasing company in consideration for
purchase of assets/business from other enterprise. It may be given in the question otherwise it
will be equal to net assets, i.e, sundry assets minus sundry liabilities.

*If purchase consideration given is more than net assets, then the difference is debited in
Goodwill Account.

** Vendor is credited by purchase consideration payable to him.

*** |f purchase consideration given is less than the net assets, then the difference is credited to
Capital Reserve.

Either Goodwill or Capital Reserve will appear at a time.
Il.  On Issues of Shares
(@) If shares are issued to vendor atpar:
Vendor’sA/c ....Dr  [With the nominal value of share allotted]
To share Capital A/c
(b) If share are issued to vendor at a premium:

Vendor’s Alc ....Dr [With the purchase price]
To share Capital Alc [With the nominal value of share
allotted]

To Securities Premium Reserve A/c [With the amount of premium]

Note: Before making the journal entry we should calculate the number of share to be issued
against. Purchase consideration. It will help in calculating the correct amount of share capital and
securities premium reserve.

*Number of share to be issued = Purchase Consideration / Issue price of share
FORFEITURE OF SHARES -
Forfeiture of shares issued atpar:
The entry for forfeiture of shares is:
Shares capital a/c (called up value) Dr.
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To Share forfeited A/c
To share allotment a/c
To share call a/c
Forfeiture of shares which were originally issued at premium:
I.  securities premium amount has been received ;and
il.  Securities Premium amount has not been received.
Accounting Entries for Forfeiture of Shares Issued at a Premium:
i) If premium has been received :
Share Capital a/c Dr
To Share Allotment a/c
To Share Call/calls a/c
To Share forfeited Alc
i) If premium has not been received:
Share Capital a/c Dr.
Securities Premium Reserve a/c Dr.
To Share Allotment a/c
To Share call / calls a/c
To Share forfeited A/c
REISSUE OF FORFEITED SHARES
In case, they are reissued at par, accounting entry is:
Bank a/c Dr.
To Share capital a/c
In case, they are reissued at discount, accounting entry is:
Banka/c Dr.
Share forfeited A/c Dr.
To Share Capital a/c

If the forfeited shares are reissued at a price higher than that of paid-up value, the excess of
reissues price over paid-up value is credited to Securities Premium Reserve a/c .Following entry
IS passed:

Banka/c Dr.
To Share capital a/c
To Securities Premium Reserve a/c

NOTE: Maximum Permissible Discount on Reissue of Forfeited Shares: Maximum
Permissible Discount on Reissue of Forfeited Shares is the amount forfeited, i.e., the amount
credited to the forfeited shares.

In other words, reissue price cannot be less than the amount unpaid on forfeited shares.
Accounting Treatment:
I.  When all Forfeited Shares are Reissued
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Forfeited Shares A/C Dr.
To Capital Reserve A/C
(Being the gain on reissue transferred to Capital Reserve)
ii.  When All Forfeited Shares are not Reissued
*Gain on reissue of shares is calculated as follows:

= (Total amount forfeited “No. of shares forfeited xNo. of shares reissued) - (Amount with which
Forfeited Shares Account was debited at the Or Reissue Discount time of reissue of such shares.)

Practical Questions

Onl-April, 2013JantaLTD.was formed with an authorized capital of Rs.30, 00, 000 divided into
30,000 shares of Rs.100 each. The company issued 10,000 shares at par.

The issue price was payable as follows:

On application - Rs30pershare
On allotment - Rs50pershare
On final call - Rs20pershare

The issue was fully subscribed and the company allotted shares to all the applicants. All money
was received except the final call money on 1,000 shares. Show the ‘Share Capital’ in the
balance sheet of the company as per Schedule 111 of the Companies Act,2013 as at 31:March,
2014 and also show note to accounts.

Ans. BALANCE SHEET OF JANTA LTD. (Relevant Extract)

Particulars Note No. Rs.
1. EQUITY AND LIABILITIES
Shareholders’ Funds Share Capital 1
9,80,000

Note to Accounts

1. Share Capital
Authorised Capital

30,000 Equity Shares of Rs. 100 each 30,00,000
Issued Capital
10,000 Equity Shares of Rs 100 each 10,00,000

Subscribed Capital
Subscribed and Fully Paid-up

9,000 Equity Shares of Rs 100 each 9,00,000
Subscribed but not fully Paid-up
1,000 Equity Shares of Rs 100 each 1,00,000

80,000
Less: Calls-in-Arrears(1,000*Rs20)

(20000) 9,80,000




| | Mg

___ACCOUNTANCY [

= v

Rohit Ltd. Purchased assets from Rohan & Co., for Rs.350, 000. A sum of Rs.75000 was
paid by means of a bank draft and for the balance due to Rohit Ltd. Issued equity shares
of Rs.10. each at Premium of 10%. Journalise the above transactions in the books of the
company.

Mohan Ltd. forfeited the following equity shares of Rs 10.each issued at a premium of
Rs.2 per shares:-

() 700 shares issued to X for the non-payment of second and final call of Rs.3 per shares.

() 500 shares issued to Z for the non-payment of first call of Rs.2 per shares and second
and final call of Rs.3 per share. The forfeited shares were reissued to Y for Rs.11 per
share fully paid.

Pass entries to record the forfeiture and reissues of share.
X Ltd. Issued 50,000 shares of Rs.10 each at a premium of Rs.2 per shares payable as
follows:

Rs.3onapplication,
Rs 6 on allotment (including premium) and
Rs.3 on call.

Applications were received for 75,000 shares and a prorate allotment was made as
follows:

To the applicants of 40,000 shares, 30,000 shares were issued and for the rest 20,000
shares were issued. All money due was received except the allotment and call money
from Ram who had applied for 1,200 shares (out of the group of 40,000 shares). All his
shares were forfeited. The forfeited shares were reissued for Rs.7 per share fully paid up.

Pass necessary journal entries for the above.
transactions

[Ans-CapitalReserve-Rs.900]

Lennova Itd. has authorized share capital of Rs 1, 00, 00,000 divided into 10, 00,000
equity shares of Rs 10 each. It has existing issues and paid up capital of Rs 25, 00,000. It
further issued to public 2,50,000 equity shares at a premium of 20% for subscription
payable asunder:

On applications: Rs 3
On allotment: Rs 6; and
On call: Balance Amount

The issue was fully subscribed and allotment was made to all the applicants. The company
did not make the call during the year. Show share capital of the company in the balance
sheet of the company.

Note: Problems related to disclosure of share capital in company’s Balance sheet are also
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given under the head issue of shares at par and at premium.

(a) X Ltd. forfeited 30 shares of Rs. 10 each fully called up held by Karim for non-
payment of allotment money of Rs.3 per share and Final call of Rs.4 per share. He
had paid the application money of Rs 3 per share. These shares were reissued to
Salim for Rs 8 per share.

(b) X Itd. Forfeited 20 shares of Rs 10 each, Rs 7 called up on which Mahesh had paid
application and allotment money of Rs 5 per share. Of these, 15 shares were reissued
to Naresh as fully paid up for Rs 6 per share.

(a) [Capital Reserve —30]
(b) [Capital Reserve —15]

Question----Super Star Itd. issued a prospectus inviting applications for 2,000 shares of Rs
10 each at a premium of Rs 2 per share, payables:

On applications - Rs 3 (including Re 1 premium),

On allotments - Rs 4 (including Rs 1 premium) On first call - Rs 3, On second and final
call -Rs 2

Applications were received for 3,000 shares and pro rata allotments were made on the
applications for 2,400 shares. It was decided to utilize excess applications money towards
the amount due on allotments. Ramesh to whom 40 shares were allotted, failed to pay the
allotments money and on his subsequent failure to pay the first call, his shares were
forfeited. Ramesh to whom 40 shares were allotted, failed to pay the allotments money
and on his subsequent failure to pay the first call, his shares were forfeited. Rajesh who
applied for 72 shares failed to pay the two calls on such failures, his shares were forfeited
of the shares forfeited, and 80 shares were sold to Krishna credited as fully paid up for Rs
9 per share, the whole of Ramesh’s share being included. Give journal entries to record
the above transactions (including cash transactions).

Ans. [Capital Reserve — Rs224]
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Date

Particulars

L.F.

Dr. (Rs.)

Cr. (Rs.)

Share Capital A/C
To Forfeited shares A/C
To shares first call A/C

(Being 1,000 shares of RS.100 each forfeited
for non-payment of first call)

80,000

50,000
30,000

Bank A/C.....cooee.. Dr
Share forfeiture Ac-Dr
To Share Capital A/c

(Being 1,000 shares reissued at Rs.70 per share
Rs.80 paid-up)

(Being the gain on reissued of shares transferred to
capital reserve)

Solutio

n

Date

Particulars

L.F.

Dr. (Rs.)

Cr. (Rs.)

Share Capital A/c ...Dr
To Forfeited Shares A/c
To Shares First call A/c

(Being 1000 shares of Rs100 each forfeited for
non-payment of First call)

Bank A/c ...Dr
Forfeited Shares A/c ...Dr
To Share Capital A/c

(Being 1000 Shares reissued at Rs70 per share
Rs80 paid up)

Shares forfeited A/c ...Dr
To Capital Reserve Alc

(Being the gain on reissue of shares transfer to
Capital reserve)

80,000

70,000
10,000

40,000

50,000
30,000

80,000

40,000
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6. Fill in the blanks: Forfeited shares account e
Liabilities Amount | Assets Amount
To Share Capital Alc 2,000 | By Share Capital A/c 15,000
(Discount on reissue of 200 shares) (Amount forfeited on 500 shares)
To Capital Reserve A/c ?
To Bal c/d ?
Solution:
Liabilities Amount Assets Amount
To Share Capital Alc 2,000 | By Share Capital A/c 15,000
(Discount on reissue of 200 shares) (Amount forfeited on 500 shares)
To Capital Reserve A/c 4,000
To Bal c/d 9,000
15,000 15,000

COMPANY ACCOUNTS - ISSUE OF DEBENTURES

*DEBENTURE-debenture is a written acknowledgement of a debt by the company. It contains
the terms for the repayment of the principal debt on specified date and for payment of interest at
a fixed percent until the principal sum is paid.

*DISCLOSURE OF DEBENTURES IN COMPANY'S BALANCE SHEET-As per schedule
I11 of the companies act,2013, debentures are shown in balance sheet as a Long-Term borrowings
under non-current liabilities but debentures, shown as long - term borrowings and payable within
12 months for the date of balance sheet or within the period of operating cycle is shown as
current maturity of long term debts under other current liabilities under the head current liability
interest accrued [due and not due] is shown as other current liability under current liabilities

DEBENTURE TRUST DEED-is document created by the company where by trustees are
appointed to protect the interest of debenture holder before they are offered for public
subscription.

ISSUE OF DEBENTURES-Debenture like shares can be issued for [i] cash and [ii]
consideration other than cash. These debentures can be issued [a] at par or [b] at premium or [c]
at discount. Accounting for issue of debenture for cash is the same as the accounting for issue of
shares with one change i.e. the word 'share’ shall be replace by 'debenture’ and 'share capital' by
'debenture’ . The terms used for the issue of the share will be changed at the time of issue of
debenture.

***Premium on redemption of debentures: disclosure in the balance sheet

[i] If the debentures are shown as 'long term borrowing' then it is shown in equity and liabilities
part of the balance sheet under the head 'non-current liabilities' and sub head 'other long term
liabilities'.
[ii] If the debentures are shown as 'short term borrowing' then it is shown in the equity and
liabilities part of the balance sheet under the head 'current liabilities’ and sub head 'other current
liabilities'.
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[iii] If the debentures are shown as ‘current maturities of a long term debts' then it is shown under
the head 'current liabilities’ and sub head “other current liabilities'.

INTEREST ON DEBENTURES- is considered as an expense it is charged against the profit of
the company and is payable whether profit are earned or not.

TAX DEDUCTED AT SOURCE [TDS] tax is deducted on interest at the specified rate and
deposited in the government account on the due date.

ISSUE OF DEBENTURES FOR CONSIDERATION OTHER THAN CASH a company can
Issue debentures to the vendors as a payment for the purchase of the assets such as issue of
debentures is known as an issue of debenture consideration other than cash.

ISSUE OF DEBENTURES AS COLLATERAL SECURITY means issue of debentures as a
subsidiary or secondary security collateral security means additional security i.e., in addition to
the prime security. It is only to be realised when the prime security fails to pay the amount of the
loan. Debentures issued as collateral security may or may not be recorded in the books of
accounts if an accounting entry is not passed it is disclose under the loan if an accounting entry is
passed it is shown below the loan first as debenture issued and thereafter debenture suspense
account is deducted.

Case Conditions of Issue Condition on Redemption
1 Issued At Par Redeemable At Par
2 Issued At Discount Redeemable At Par
3 Issued As Premium Redeemable At Premium
4 Issued At Par Redeemable At Premium
5 Issued At Discount Redeemable At Premium
6 Issued At Premium Redeemable At Premium

COMPANY ACCOUNTS-REDEMPTION OF DEBENTURES

***REDEMPTION OF DEBENTURE Is a process of repayment of a loan taken by issue of
debentures

***METHODS OF REDEMPTION OF DEBENTURES
1. On the maturity in lump sum,

2. Installments by the draw of lots,

3. By purchase of own debentures from open market and

4. By conversion into share or new class of debentures.

SOURCES OF REDEMPTION OF DEBENTURES-debentures can be redeemed by utilizing
any of the following sources.

[ Redemption out of capital: when the debentures are redeemed without adequate profits
being transferred from surplus i.e statement of profit and loss to debenture redemption
reserve [DRR] at the time of redemption of debentures, such redemption is said to be out of
capital.

[ REDEMPTION OUT OF PROFITS : when debentures are redeemed only out of profit
and amount equal to nominal [face] value of debenture is transferred from surplus i.e.,
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statement of profit and loss to debenture redemption reserve [DRR] before the redemption
of debentures, such redemption is said to be out of profits.

[l Redemption partly out of profits and partly out of capital: It means that the company does

not transfer 100 per cent nominal (face) value of the total redeemable debentures of a particular
series to DRR out of surplus.

Debenture Redemption Reserve (DRR): is created out of profit of the company available for
payment as divided for the purpose of redemption of debentures. As per the provision of section
71 (4) of the companies act,2013 read with Rule 18(7) of the companies (share capital of
debentures) Rules 2014, a company shall transfer at least 25% of total nominal (face) value of
redeemable debentures of that class out of surplus available for payment of dividend to DRR.
DRR is required to be created in only case of non- convertible Debentures (NCD) and Non —
convertible portion of partly Convertible Debentures (PCD).

Debenture Redemption Investment: A company required to create/maintain DRR shall on or
before 30" April of the current year, deposit or invest ( as the case may be) at least 15 % of the
amount of its debentures maturing during the year ending on 31st March of the next year.
Companies not required to create DRR are not requires to invest in specified securities.

Issue Of Debentures (Solved Practical Questions)

Q.1.X limited issued 5,000, 12% debentures of Rs. 100 each on 1% April,2010 at par redeemable
at a premium of 5%. Interest on these debentures is paid half yearly, i.e., on 30" September and
31" March. Pass necessary journal entries for the year ended 31" March, 2011 assuming income
tax is deducted @ 20% on the amount of interest.

Solution

Journal

Date

Particulars

L.F.

Dr. (Rs.)

Cr. (Rs.)

2010
Aprill

Aprill

Bank A/c Dr.

To Debentures Application and Allotment A/c
(Amount received on application.)

Debenture Application & Allotment A/c Dr.
Loss on issue of Debenture Alc Dr.

To 12% Debentures Alc
To Premium on Redemption of Debentures A/c

(Issue of Debentures at par and redeemable
at 5% premium)

5,00,000

5,00,000
25,000

5,00,000

5,00,000
25,000

Sept. 30

Interest on Debentures A/c Dr.

To Debenture holder’s Alc

To Income Tax Payable A/c

(Half-yearly interest due on debentures and
tax deducted at source)

30,000

24,000
6,000

Sept. 30

Debenture holders A/c Dr.

To Bank Alc
(Payment of interest)

24,000

24,000
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Sept. 30 | Income Tax Payable Alc Dr. 6,000
To Bank Alc 6,000
(TDS deposited with income tax authorities)
2011 Interest on Debentures A/c Dr. 30,000
March 31| To Debenture holders A/c 24,000
To Income Tax Payable A/c 6,000
(Half-yearly interest due on debentures and
tax deducted at source)
March 31| Debentureholders A/c Dr. 24,000
To Bank Alc 24,000
(Payment of interest)
March 31| Income Tax Payable A/c Dr. 6,000
To Bank A/c 6,000
(TDS deposited with income tax authorities)
March 31| Statement of Profit & Loss Dr. 6,0000
To Interest on Debentures A/c (30,000+30,000) 60,000
(Interest transferred to statement of profit &loss)

Give journal entries for the issue of debentures in the following conditions.

l.
Il
Il
V.
V.

VI.

Issued 2,000, 12% debentures of Rs. 100 each at par, redeemable also atpar.

Issued 2,000, 12% debentures of Rs. 100 each at a discount of 2%, redeemable atpar.
Issued 2,000, 12% debentures of Rs 100 each at a premium of 5%, redeemable atpar.
Issued 2,000, 12% debentures of Rs. 100 each at par but redeemable at 5%premium.
Issued 2,000, 12% debentures of Rs. 100 each at a discount of 2%, redeemable at a

premium of5%.

Issued 2,000, 12% debentures of Rs. 100 each at a premium of 5%, redeemable at a

premium of10%.
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Date Particulars L.F. |Dr. (Rs.) Cr. (Rs.)
Case1l | Bank Alc Dr. 2,00,000
To 12% debentures application & allotment a/c 2,00,000
(application money received)
12% debentures application & allotment A/c  Dr. 2,00,000
To 12% debentures a/c 2,00,000
(Transfer of application money to dentures a/c,
issued at par)
Case 2 | Banka/c Dr. 1,96,000
To 12% debentures application & allotment a/c 1,96,000
(Application money received)
12% debentures application &allotment a/c  Dr. 1,96,000
Discount on issue of debentures a/c Dr. 4,000
To 12% debentures a/c 2,00,000
(Transfer of application money to debentures a/c,
issued at a discount of 2%)
Case 3 | Banka/c Dr. 2,10,000
To 12% debentures application & allotment a/c 2,10,000
(application money received)
12% debentures application & allotment a/c  Dr. 2,10,000
To 12% debentures a/c 2,00,000
To Securities premium reserve A/c 10,000
(Transfer of application money to debentures a/c,
issued at a premium of 5%)
Case4 | Bank Alc Dr. 2,00,000
To 12% debentures application & allotment a/c 2,00,000
(application money received)
12% debentures application &allotment a/c  Dr. 2,00,000
Loss on issue of debentures a/c 10,000
To 12% debentures a/c 2,00,000




| | 2

| ACCOUNTANCY | -
To premium on redemption a/c 10,000

(Transfer of application money to debentures a/c,
issued at par, but redeemable at a premium of 5%)

Case 5 | Bank a/c Dr. 1,96,000
To 12% debentures application & allotment a/c 1,96,000
(application money received)
12% debentures application & allotment a/c Dr. 1,96,000
Loss on issue of debentures a/c Dr. 14,000

To 12% debentures a/c 2,00,000
To premium on redemption a/c 10,000

(Transfer of application money to
debentures a/c, issued at a discount of 2% and
redeemable at a premium of 5%)

Case 6 | Banka/c Dr. 2,10,000
To 12% debentures application & allotment a/c 2,10,000
(application money received)
12% debentures application &allotment a/c  Dr. 2,10,000
Loss on issue of debentures a/c Dr. 20,000
To 12% debentures a/c 2,00,000
To Securities premium reserve a/c 10,000
To premium on redemption a/c 20,000

(transfer of application money to
debentures a/c, issued at a premium of 5%
and redeemable at a premium of 10%)

METHODS OF REDEMPTION OF DEBENTURES
1.  Redemption of Debentures on Maturity in Lump Sum-
Case 1. When debentures are redeemed at Par, the journal entries are:
() On debentures becoming due for payment:
...% Debentures Alc ....Dr [ with nominal value]
To Debenture holders’ A/c
(i) On payment:
Debenture holder A/c ...Dr. [ with nominal value]
To Bank A/c
Case 2. When debentures are redeemed at premium, the journal entries are:
() On debentures becoming due for payment:
.... %Debentures Alc ....Dr.  [with nominal value]
Premium on redemption on debentures A/c ...Dr. [with amount of premium]
To Debenture holders’” A/c [with nominal value +premium]
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(i) On payment:
Debenture holder A/c ...Dr  [with the amount paid]
To Bank Alc
() Redemption of debentures out of capital:
a.  On Debentures becoming due for Payment:
....%debentures Alc ..Dr.  [with nominal value]

Premium on redemption on debentures A/c...Dr. [if premium is payable on
redemption]

To Debenture holders Alc [with nominal value+premium]
b. On pay men

Debenture holder Alc ...Dr  [with the amount paid]

To Bank Alc

(i) Redemption of debentures out of profit:
(i) on creation of Debenture Redemption Reserve:

Surplus, i.e., balance in statement of ....Dr.
Profit and Loss A/c

To Debenture Redemption Reserve
(i) oninvestment or deposit being made in specified securities:

Debenture Redemption Investment A/c ...Dr.
To Bank Alc

(ilf) On encashing investment before redemption of debentures:
Bank Alc ...Dr.

To Debenture Redemption Investment A/c

(iv) On the Amount being due to Debenture holders on redemption:

a. if the debentures are to be redeemed at par:
...% Debentures Alc ...Dr.  [Due with nominal value]
To Debenture holders A/c

b. if the debentures are to be redeemed at premium:

...%Debentures A/c ...Dr.  [Due with nominal value]

Premium on Redemption of Debentures  ...Dr. [with premium payable]

To Debenture holders Alc [Due with nominal+premium]
(v) On payment to Debenture holders:

Debenture holders’ A/c ...Dr.  [with the amount paid]

To Bank A/c

2. Redemption of debentures in Installments by Draw of Lots: Under this method, the company
can redeem its debentures by payment each year a part of debentures being selected by draw.
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The holders of the debentures, which are drawn out, are repaid the amount at par or at premium
according to the terms of issue. This process is called Redemption of Debentures by Draw of
Lots.

WRITING OFF DISCOUNT / LOSS ON ISSUE OF DEBENTURES

QL.Y Ltd. issued Rs. 2,00,000, 10% Debentures at a discount of 5% .The terms of issue provide the
repayment at the end of 4 years . Y Ltd. has a balance of Rs. 5, 00,000 in Securities Premium Reserve.
The company decided to write off discount on issue of debentures from Securities Premium Reserve in
the first year.

Pass the journal entry.

Solution:
JOURNAL
Date | Particulars LF | Debit Credit
Rs. Rs.
Securities Premium Reserve A/lc  Dr 10,000
To Discount on issue of debentures Alc 10,000
(Being Discount on issue of debentures written off)

Note: Discount on issue of Debentures = 2, 00,000x5% = Rs 10,000

Q2.X limited company issued Rs. 1, 00,000, 9% Debentures at a discount of 6% on 1st April,2017.
These debentures are to be redeemed equally, spread over 5 annual installments.
Pass the Journal entries for issue of debentures and writing off the discount on issue of debentures.
Solution:

JOURNAL
Date Particulars LF | Debit Credit
Rs. Rs.
2017 Bank A/c Dr 94,000
Aprl To Debenture Application &Allotment A/c 94,000
(Being application money received)
Apr 1 | Debenture Application & Allotment A/c Dr 94.000
Discount on issue of debentures A/c Dr 6.000
To 9% Debentures Alc 1.00.000
2018 Statement of Profit &Loss Alc Dr 6,000
Mar 31 To Discount on issue of debentures A/c 6,000
(Being Discount on issue of debentures written off)

Q3.0n 1st April, 2017, S Ltd. issued 6,000, 8% Debentures of nominal (face) value of Rs. 100 each
redeemable at 5% premium in equal proportions at the end of 5, 10 and 15 year It has a balance of
Rs. 10,000 in Securities Premium Reserve.

Pass Journal entries. Also give Journal entry for writing off Loss on Issue of Debentures.
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Solution:
JOURNAL
Date Particulars LF | Debit Credit
Rs. Rs.
2017 Bank A/c Dr 6,00,000
Aprl To Debenture Application &Allotment A/c 6,00,000
(Being application money received)
Apr 1 | Debenture Application &Allotment A/c Dr 6,00.000
Loss on issue of debentures Alc Dr 30.000
To 9% Debentures Alc 6.00.000
To Premium on redemption of Debentures 30,000
(Being application money transferred)
2018 Securities Premium Reserve A/c Dr 10,000
Mar 31 | Statement of Profit &Loss A/c Dr 20,000
To Loss on issue of debentures A/c 30,000
(Being Loss on issue of debentures written off)

Q4.M Ltd. issued 10,000, 8% Debentures of Rs. 100 each redeemable in four equal installments by
draw of lots from the end of 3 years at a premium of Rs. 9.
Pass the Journal entry for writing off the Loss on Issue of Debentures. Also prepare Loss on issue of
Debentures Account.

Solution:
JOURNAL
Date Particulars LF | Debit Credit
Rs. Rs.

By the Statement of Profit &Loss A/c Dr 90,000
end of To Loss on issue of debentures A/c 90,000
year of (Being Loss on issue of debentures written off)
allotment
Dr Loss on issue of debentures A/c Cr
Date Particulars Rs. Date Particulars Rs.
Onthe | To 8%Debentures A/c | 90,000 | By the end | By Statement of Profit &Loss A/c | 90,000
date of of year of
issue allotment

90,000 90,000

Q5.0n 1st June, 2017, K Ltd. issued 10,000, 7% Debentures of Rs. 100 each at a discount of 10%
redeemable at a premium of 10% at the end of five year All the debentures were subscribed and
allotment was made. Prepare the Balance Sheet (extract) as at 31st March, 2018.
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In the books of K Ltd.
An Extract of Balance Sheet
As on 31% March 2018
" Note Amount
Particulars No. I3
I. EQUITIES AND LIABILITIES
1. Shareholders’ Funds
Reserves and Surplus 3 (2.00,000)
2. Non-Current Liabilities
a. Long-term Borrowings 1 10,00,000
b. Other long-term Liabilities 2 1,00,000
Total 9,00,000
Il. Assets
Current Assets
Cash and Cash Equivalents 4 9,00,000
Total 9,00,000
Notes to Accounts:
Note Amount
No. Particulars
)
1. Long-term Borrowings
10.000, 7% Debentures of 100 each issued at 10,00,000
2. Other long-term Liabilities
Premium on Redemption of Debentures 1,00,000
3. Reserves and Surplus
Statement of Profit & Loss
Less: Loss on Issue of Debentures written off (2,00,000) (2,00,000)
4. Cash and Cash Equivalents
On 7% debentures @ ¥ 90 each (10,000 x 90) 9.00,000
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Q6.0n 1st April, 2017, P Ltd. issued 10,000, 8% Debentures of Rs. 100 each at a discount of 5%
redeemable at a premium of 15% at the end of five year. All the debentures were subscribed and

allotment was made. The company had balance in Securities Premium Reserve of Rs. 80,000.
Prepare the Balance Sheet (extract) as at 31st March, 2018.

Solution:

In the books of P Ltd.
An Extract of Balance Sheet
As at 31¢ March, 2018

- Note Amount
Particulars No. @)
I. EQUITIES AND LIABILITIES
1. Shareholders’ Funds
Reserves and Surplus 3 (1.20,000)
2. Non-Current Liabilities
a. Long-term Borrowings 1 10.00,000
b. Other long-term Liabilities 2 1,50,000
Il. Assets
Current Assets
Cash and Cash Equivalents 4 9.50.000
Notes to Accounts:
Note - Amount
No. Particulars (3)
1. Long-term Borrowings
10.000, 8% Debentures of X100 each issued 10.00.000
2. Other long-term Liabilities
Premium on Redemption of Debentures 1,50.000
3. Reserves and Surplus
Securities Premium Reserve 80.000
Less: Loss on Issue of Debentures written off (80.000)
Statement of Profit and Loss _
Less: Loss on Issue of Debentures written off (1.20.000) (1.20.000)
4. Cash and Cash Equivalents
On 8% debentures @ ¥ 95 each (10,000 x 95) 9.50.000

Mg
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Q7.Grand Hotels Ltd issued 30,000, 7% Debentures of Rs. 100 each at a discount of 5% redeemable at
a premium of 5%. It decided to write off loss on issue of debentures first from Capital Reserve, then
from Securities Premium Reserve and balance from Statement of Profit and Loss. It has balances as
follows:
Capital Reserve Rs. 80.000 and Securities Premium Reserve Rs.1.00.000.
Pass the journal entry for writing off loss on Issue of Debentures.

Solution:
JOURNAL
Date | Particulars LF | Debit Rs. | Credit Rs.
Capital Reserve Alc Dr 80,000
Securities Premium Reserve A/c Dr 1,00,000
Statement of Profit & Loss A/c Dr 1,20,000
To Loss on issue of debentures A/c 3,00,000

(Being Loss on issue of debentures written off)
Note: Loss on issue of debentures is 5% (discount)+5%(premium on redemption)=10%
Therefore, Loss on issue of debentures=30,00,000X10/100=300000

UNSOLVED PRACTICAL PROBLEM
Q1. Give the journal entries at the time of issue of debentures in the following cases:

(i) Issued 5, 00,000, 12% debentures at par and redeemable at par after Syears.

(i) Issued 8,00,000,11% debentures at 6% discount, redeemable at par after4years.
(iii) Issued 10,00,000, 14% debentures at 5% premium, redeemable at par after 4years.
(iv) Issued 20,00,000, 12% debentures at par, redeemable at 5% premium after3years.

(v) Issued 12,00,000, 13% debentures at 4% discount, redeemable at 6% premium after 3
years.

Q2. Chandra Tubes Ltd. Issued 70,000, 7% debentures of 100 each on June 30, 2011 redeemable at a
premium of 6% on July 1,2015. The Board of Directors have decided to transfer out of profits
7,50,000 to Debentures Redemption Reserve on March 31,2013, 5,00,000 on March 31,2014
and 5,00,000 on March 31,2015.Record necessary journal entries regarding issue and
redemption of debentures. Ignore entries relating to writing off loss on issue of debentures and
interest paid thereon.

[Ans2. Debentures Redemption Investment 10,50,000 on 30 April, 2015; Debenture
Redemption Reserve amounting to 17,50,000 will be transferred to General Reserve.]

Q3. Green Forest Ltd. Issued 12,00,000, 7% Debentures divided into debentures of 100 each
on April 1, 2010, redeemable in four equal annual installments starting from 31" March,
2015. The Board of Directors have decided to create Debenture Redemption Reserve of
80,000 on March 31, 2012; 80,000 on March 31,2013 and the balance on March 31,2014.
Record necessary journal entries at the time of issue and at the time of redemption of
debentures and creation of Debenture Redemption Reserve.

[Ans 3. Debenture Redemption Investment made for 45,000 on 30th April,2014 and
encashed on 31% March, 2018. Amount transferred to Debenture Redemption Reserve on
March 31, 2014 1,40,000 and the balance of this account transferred to General Reserve
Rs.3, 00,000.]
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PRACTICAL PROBLEMS

1

IFCI Ltd. (an All India Financial Company) issued 10,00,000; 9% Debentures of Rs.50
each on 1% April, 2008 redeemable on 1* April, 2015. How much amount of Debentures
Redemption Reserve is required before the redemption of debentures? Also, pass Journal
entries for issue and redemption of debentures.

[Ans- Debenture Redemption Reserve is not to be created, it being an All India Financial
Company]

On 1% April, 2013, following were the balances of Blue Bird Ltd.:
10% Debentures (redeemable on31"March,2015) Rs. 15,00,000
Debenture Redemption Reserve Rs. 2,00,000

The company met the requirements of the Companies Act, 2013 regarding - Debenture
Redemption Reserve and Investment and redeemed the debentures.

Pass necessary Journal entries for the above transactions in the books of the company.
[Ans- Transfer of Profit to DRR- Rs.1,75,000; Investment- Rs.2,25,000]

Shakti Enterprises Ltd. Issued 30,000; 8% Debentures of Rs.100 each on 1 October,2011
redeemable in five equal annual instalments startingwith31"

March, 2015. The Board decides to transfer the Debenture Redemption Reserve Rs.50,000
and Rs.4,00,000 on 31* March, 2012 and 2013 respectively and balance required to be
transferred to Debenture Redemption Reserve on 31° March, 2014.

Pass Journal entries.
[Ans- Transferred Rs.3,00,000 to DRR on 31%securities- Rs.90,000]

(o S\£e O 2
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THE MIRACLE IS THIS: THE MORE WE SHARE THE MORE WE HAVE,
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MCQs ON ACCOUNTING FOR COMPANIES

1.What is the authorized share capital of a limited company?
(A) The issued share capital
(B) Issued share capital plus reserves
(C) Issued share capital plus debentures
(D) The shares that a company is allowed to issue bylaw

2.The liability of share holders of a public limited company is limited to:
A. unpaid value of shares B. nominal value of shares
C. extent of private assets D. called up share capital

3.As per the Companies Act, 2013, companies cannot issue
(A)Bonus Shares (B)Irredeemable Preference Shares
(C)Preference Shares (D)Equity Shares

4.The capital which is part of the uncalled capital of the company which can be called up only in the
event of its winding up it is called------------
(A)lssued capital (B)Authorized Capital (C) Nominal capital (D) Reserve capital

5.ESOP is . . for the employee.
(A)Right (B) Obllgatlon (C) Both Right and Obligation (D) None of the above

6. Amount collected as premium on securities cannot be utilized for:
A) Issuing fully paid bonus shares to the members

B) Purchase of fixed assets

C) Writing off preliminary expenses

D) Premium payable on redemption of preference shares

7.A new company cannot issue shares at
(A)Premium  (B) Par value (C)Discount (D)None of the above

8.A Company offered 50,000 shares of Rs. 10 each at par payable as to Rs.3 on Application, Rs. 5
on allotment and the balance on final call. Applications were received for 60,000 shares and the
allotment was made on pro-rata basis. The excess application money was to be adjusted on allotment
and call. How much amount will be transferred from Share Application A/c to Share Allotment A/c?
(A)Rs.30,000 (B)Rs.1,80,000 (C) Rs. 50,000 (D) Rs.1,50,000

9.1f a share of Rs100 on which Rs 60 has been paid, is forfeited, it can be re-issued at the minimum
price of
(A)Rs 140 (B)Rs100 (C)Rs40 (D) Rs 60

ANSWERS
1. (D) The shares that a company is allowed to issue by law
2. ( A). unpaid value of shares
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3. (B)Irredeemable Preference Shares
4. (D) Reserve capital

5. (A) Right

6. B) Purchase of fixed assets

7. (C)Discount

8.

(A)Rs.30,000

9. (D) Rs60

Fill in the Blanks
1 Amount called up by the company per share with application should not be less than

2. On equity share of Rs.20,the company has called up Rs.18 but actually received Rs.18.The share
capital would be credited by..............ccoiiiiils

3.X Ltd. purchased the business of Y Ltd. for Rs.90,000 payable in fully paid shares of Rs.10 each at
a premium of 25%.The number of shares to be issued by X Ltd to settle the purchase consideration
willbe..........oooo

4.10000 equity shares of Rs.10 each were issued to public at a premium of Rs.2 per share.
Applications were received for 12000 shares. Amount of securities premium reserve account will

5.ESOP stands for ------------==--=-==omo---
6. The directors of a company forfeited 500 shares of Rs.10 each on which the final call money of
Rs.2 was not received. Later these shares were reissued as fully paid-up at Rs.8 per share. Capital
reserve willbe..........................
7.Profit made on reissue of forfeited shares is transferred to.........................
8.A company issued 50,000 shares of Rs.10 each for subscription. It receives applications for 45,000
shares. Itisacase Of ........ccccevviiiiiiniiiennnne, subscription
9.A company forfeited 2000 shares of Rs.10 each held by Mr. Mohan for non-payment of allotment
money of Rs.8 per share. The called up value per share was Rs.8.0n forfeiture, the amount debited
to share capital account willbe RS. .........ccoooiviiiiii i,
ANSWERS
5
Rs.18
7200
Rs.20000
Employee Stock Option Plan
Rs.3000
Capital Reserve
Under subscription
16,000
ACCOUNTING FOR DEBENTURES
MCQs
1.Which type of debentures are risky from view point of investors?
(A) Bearer debentures (B) Mortgaged debentures
(B) Unsecured debentures (D)Convertible debentures

O©oOoNoouolh,wNPEF
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2.When all the debentures are redeemed, balance in the Debenture Redemption Reserve account is
transferred t0...........ccoovieiiiiinnen.

(A)Capital Reserve (B)General Reserve  (C) Reserve Capital (D)Profit & Loss

Statement 3.When debentures are issued at a discount, the discount is written off

(A) after debentures have been redeemed

(B) in the year when debentures are issued

(C)during the life of the debentures

(D)None of the above

ANSWERS

1. (C)Unsecured debentures

2. (B) General Reserve

3. (B) in the year when debentures are issued

Fill in the Blanks

1.A company issued Rs.50,000 10% debentures at a discount of 5% redeemable after 5 years at a
premium of 5%.Loss on issue of debentures will be Rs...................cclls

2.A company has issued 5,000 , 7% debentures of Rs.100 each at a price of Rs.94.1t will credit 7%
debentures account by RS. .......oovviiiiiiiiiii

3.Nice Communications Ltd decided to redeem its outstanding 5,000 debentures, 6% debentures of
Rs.100 each. The company should at least transfer to Debenture Redemption Reserve Rs.
4.Dharm Ltd issues 2,000 ,10% debentures of Rs.100 each at a premium of 20%.The total amount of
interest on debentures for one year will be RS............oooooiiii,

ANSWERS:

1. 5,000

2. 5,00,000
3. 1,25,000
4. 20,000
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UNIT-1V ANALYSIS OF FINANCIAL STATEMENTS
FINANCIAL STATEMENTS OF A COMPANY

Financial Statements: Financial statements are the end products of accounting process, which
reveal the financial results of a specified period and financial position as on a particular date.
These statements include income statement and balance sheet. The basic objective of these
statements is to provide information required for decision making by the management as well as
other outsiders who are interested in the affairs of the undertaking. Section 129 of as per
Schedule 111 to the Companies Act, 2013 every year.

1 Balance Sheet: The balance sheet shows all the assets owned by the concerned, all the
obligations or liabilities payable to outsiders or creditors and claims of the owners on a
particular date.

2 Income statement or Statement of Profit and Loss : The Income Statement or Profit and
Loss is prepared for the period (12 months) to determine the operational results of an
undertaking. It is a statement of revenue earned and the expenses incurred for earning the
revenue.

3. Notes to Accounts. (Balance Sheet & Statement of Profit and Loss) supported by the notes
in which details of items is given

4, Cash Flow Statement. Cash flow statement provides information changes in cash and cash
equivalents of an enterprise by classifying cash flows into operating, investing and financing
activities for a particular period of time i.e financial year asperAS-3.

Internal Users of Financial Statements External Users of Financial Statements
1. Shareholders 1. Banks & financiallnstitutions
2. Management 2. Investors and Potentiallnvestor
3. Employees 3. Creditors
4.  Government and itsAuthorities
5. Securities Exchange board of IndiaSEBI
Obijectives of financial statement Limitations of financial statement analysis.
analysis.Financial statements are the basic 1. Do not reflect current situation-Historical
sources of formation to the shareholders and cost.
other external parties for understanding the 2. Assets may not realize the statedvalues
profitability and financial position of any 3. Bias- the concepts and conventions depend
concern. _ _ upon personal judgments from time totime.
1. To provide information about economic 4. Aggregate information not detailed
resources and obligations of abusiness. information.
2. Toprovide information about the earning 5. Vital Information missing-to loss of
capacity of thebusiness. markets.
3. Toprovide information about cashflows. 6. No Qualitative information-monetary
4. Tojudge effectiveness ofmanagement. information but not qualitativeinformation
5. Information about activities of business 7. They are 0n|y interim report it does not give
affecting thesociety. an idea about the earning capacity over time
6.  Disclosing accountingpolicies and the change on a future date is notdepicted.
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The following points explain the Nature
of Financial statements:

1. Recorded facts
2. Accounting Conventions & concepts.

OPERATING CYCLE:

Operating cycle is the time between the
acquisition of an asset for processing, and its
realization into Cash & Cash Equivalents. It
cannot be identified, it is assumed to be of 12

3. Postulates-prepared on certain basic month.
assumptions (pre-requisites) _
A company can have two operating cycle for

4.  Personal Judgments two business.

Employee Benefit Expenses- Expenses payment made to and for the benefits of the
employees. Example- Wages, Salaries, Bonus, Leave encashment, Staff welfare expenses,
ESOP expenses are shown in the notes to Accounts on Employee Benefit Expenses and
total of these is shown on the face of the statement of Profit and Loss against Employee
Benefit Expenses.

Finance Cost-Means cost incurred by the company on the borrowings i.e loan processing fee,
discount if issues of debenture written off, premium payable of redemption of debenture,
interest paid on bank overdraft.

Bank charges are not a finance cost they come under other expenses as they are expenses on
service availed from bank.
PART I—BALANCE SHEET Schedule 111 (See section129)
Name of the Company..............coevvenes

Balance Sheetasat..............cccoveenn.e. (Rupees in... ........... )

Figures Figures
asatthe | asatthe

Particular Note | end of the | end of the

No. | Current | Previous
Reporting | Reporting
Period Period
1 2 3 4

EQUITY AND LIABILITIES
(D)  Share holders’ funds

(@) Share capital
(b) Reserves and surplus
(c) Money received against share warrants

(@  Share application money pending allotment
(3 Non-current liabilities

(@)
(b)
(©)
(d)

Long-term borrowings
Deferred tax liabilities(Net)
Other Long term liabilities
Long-term provisions
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4)

Current liabilities

(@) Short-term borrowings
(b) Trade payables

(c) Other current liabilities
(d)  Short-term provisions

TOTAL

ASSETS (1) Non-current assets

(@)

()
©)
(d)
()

Fixed assets

(i) Tangibl eassets

(i) Intangible assets

(iii) Capital work-in-progress

(iv) Intangible assets underdevelopment
Non-current investments

Deferred tax assets(net)

Long-term loans and advances

Other non-current assets

(2) Current assets

(@)
(b)
(©)
(d)
)
(f)

Current investments
Inventories

Trade receivables

Cash and cash equivalents
Short-term loans and advances
Other current assets

TOTAL

Give the Main Heading and Sub- Heading of Equity and Liabilities of the Balance sheet of a
company as per Schedule 111 to the Companies Act, 2013

S. Heading| Sub-| S. Heading| Sub-
No. Heading No. Heading
1 Unclaimed Dividend 10 | Bank/Cash Balance

2 | Trade Payable 11 | Work-in-progress

3 | Outstanding Salaries 12 | Interest on Call in Advance

4 | Trade marks 13 | Security Premium

5 | 9% Debenture 14 | Computer Software

6 Provision for doubtful debt 15 | General Reserve

7 Patents and Trade Marks 16 | Share Forfeiture Account

8 Prepaid Expenses 17 | Proposed Dividend

9 Goodwill 18 | Provision for Tax
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19 | Preliminary Expenses 26 | Net loss shown by statement
of P&L.
20 | Sinking Fund 27 | Govt. Securities
21 | Provision for Provident Fund 28 | Capital Redemption Reserve
22 | Investment in Govt. Securities 29 | Mining Right
23 | Advances Recoverable in Cash 30 | Bonds
24 | Short-term deposits payable on 31 | Stores and Spare Parts
demand
25 | Loose Tools 32 | Goodwill

List any three items that can be shown as contingent Liabilities in a company's Balance
sheet.

Ans: (i) Claims against the Company not acknowledged as debts.
() Uncalled Liability on partly paid shares.
(i) Arrears of Dividend on Cumulative preference shares.

How is a Company's balance sheet different from that of a Partnership firm? Give two points
only?

Ans. (i) For company's Balance Sheet there is a standard forms prescribed under the companies
Act.2013 .Whereas, there is no standard form prescribed under the Indian partnership Act,
1932 for a partnership Firms balance sheet.

(1) In case of a company's Balance sheet previous year's figures are required to be given
whereas it is not so in the case of a partnership firms balance sheet.

How does analysis of financial statements suffer from the limitation of window-dressing?

Ans. Analysis of financial statements is affected from the limitation of window dressing as
companies hide some vital information or show items at incorrect value to portray better
profitability and financial Position of the business, for example the company may
overvalue closing stock to show higher profits.

Operating Cycle and The period when payment is made given below, how will you classify
the liabilities.

Particular (0 @iy | (i) | (iv) |(v) (vi) | (vii) | (viii)
Operating Cycle 8 10 10 11 (18 18 | 15 20
Expected Period when payment is |12 9 12 13 |16 20 | 14 18

made in months
Answer: (Current or Non-Current) |? ? ? ? ? ? ? ?
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Prepare Statement of Profit & Loss from the following information of Z Ltd 31*March2016.

Q.No. 1 Rupees Q.No. 2 Rupees
Revenue From 25,00,000 Revenue From Operations  30,00,000
Operations Purchase of Stock  15,00,000 10% debenture Issues on 4,00,000
Interest Received 30,000 1 April 2015

Wages & Salaries 5,00,000 Deprecation Machinery 60,000
Bonus Paid 60,000 Wages 3,60,000
Gratuity Paid 40,000 Salaries 1,20,000
Opening Inventories 1,50,000 Scrap Sale 20,000
Closing Inventories 2,50,000 Material Consumed Cost 16,00,000
Answer: Profit Before Tax  5,30,000 Answer: Profit Before Tax  8,40,000

From the following balances prepare Balance Sheet of the company as per schedule IlI,
Companyact2013.

Share capital Rs 10,00,000(Equity Share of Rs 10 each fully paid up), 10% Debenture
Rs. 2,00,000,Discount on issues of 10% Debenture Rs.5,000, Proposed Dividend Rs.
1,00,000 Land & Building Rs. 3,00,000, Plant & Machinery Rs. 7,00,000 , Trade Bills
Receivable Rs 1,50,000, Inventories Rs 1,00,000, Goodwill 2,00,000, Investment in
Share of X.Ltd Rs 2,00,000. Trade Debtor Rs 1,00,000, Creditors Rs.1,00,000, unsecured
loan from Bank Rs.1,00,000,Provision for Tax Rs.55,000,General Reserve Rs.2,00,000.

Financial Statements Analysis

Financial Statements Analysis is evaluation, analyzing and interpretation of the financial
information contained in the financial statements to understand and take decisions
regarding the operations and financial position of the firm.

Tools of Financial Statements Analysis. | Objectives of Financial Statements Analysis

1. Comparative Statement 2. Common- Is Assessing of

size Statement 3.Ratio Analysis 4.Cash| 1. Earning Capacity 2.Managerial Efficiency
Flow Statement. 3.Solvency 4. Comparison 5. Forecasting

Horizontal Analysis is a time series analysis whereas Vertical Analysis is analysis of one
year only.

1 Comparative Statements: The statements showing the profitability and financial
position of a firm for different periods of time in a comparative form to give an idea
about the position of two or more periods.

2. Common Size Statements: The statements which indicate the relationship of
different items of a financial statement with some common item by expressing each
item as a percentage of the common item.

Q1. Prepare Comparative and Common Size INCOME STATEMENT from the following
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Particulars 2015 (Rs.) 2015 (Rs.)
1.  Revenue From Operations 12,00,000 15,00,000
2. Other Income 4,00,000 5,00,000
3. Cost of Material 60% of total Revenue 60% of total Revenue
4.  Indirect Expenses 10% of profit 10% of profit
5. Income Tax rate 50% 60%
Solution: - Comparative Income statement
S. Particular 2015 2016 Absolute Percentage
No. Amount |Amount Change % of
P.Y. C.Y. Change
i. Revenue From Operations 1200000 (1500000 [300000 25%
ii. Add other Income 400000 500000 100000 25%
Total Income (I+11) 1600000 (2000000  |400000 25%
iii. | Less Expenses Cost of Material  [960000 1200000  [240000 25%
Consumed
iv. | Other Expenses 64000 80000 16000 25%
Total Expenses (IV+V) 1024000 (1280000 |256000 25%
V. Profit before tax 576000 720000 144000 25%
vi. | less Tax 288000 432000 144000 50%
vii. | Profit After tax 288000 288000 0 0%
Solution: - Common Size Income statement
S. Particular 2015 2016 Percentage | Percentage
No. Amount |Amount of Net sales | of Net sales
P.Y. C.Y. InP.Y. | inC.Y.
l. Revenue From Operations 1200000 (1500000 |100% 100%
Il. | Add other Income 400000 500000 33.33% 33.33%
[11. | Total Income (I+I1) 1600000 (2000000 |133.33% 133.33%
IV.| Less Expenses Cost of 960000 1200000 (80% 80%
Material Consumed
V. | Other Expenses 64000 80000 5.33% 5.33%
VI | Total Expenses (IV+V) 1024000 (1280000 [85.33% 85.33%
VII| Profit before tax 576000 720000 48% 48%
VI less Tax 288000 432000 24% 28.87%
IX | Profit After tax 288000 288000 24% 19.2%




___ACCOUNTANCY

2

——
R ———
4 i

oo fremem WTI"!

2 From the following information prepares a Comparative Common Size income

Statements.
Particulars
Revenue from Operations
Cost of Operations
Indirect Expenses
Income Tax

2015 2016

15,00,000 18,00,000

11,00,000 14,00,000

20% of Revenue Gross 25% of Revenue Gross
50% 50%

Answer -Net Profit After Tax 2015 Rs.1,60,000 2016 Rs. 1,50,000 Change (-10,000) &

(-6.25%)

Particulars

Revenues from Operations
Cost of Goods Operations
Paid wages

Operating Expenses
Income Tax

Qs.

31.3.2015 31.3.2016

30,00,000 40,00,000

60% of Sales 55% of Sales

25,000 30,000

20% of Revenue Gross 25% of Revenue Gross
40% 40%

Answer-Net Profit after tax 2015 Rs 5,76,000, 2016 Rs 8,10,000 change 2,34,000 &

40.63%

Y Ltd. Decided to set up a charitable Hospital to provide free medical facilities to the
weaker section of the society. Following information is given. Prepare a Common Size
Balance Sheet and identify the value involved.

Particular 2015 2016
Share capital 340000 300000
Trade payables 25000 40000
Trade receivable 29000 190000
Reserve and Surplus 80000 80000
Short-term borrowings 120000 100000
Long-term borrowings 75000 80000
Current investments 18000 10000
Fixed assets 240000 290000
Inventories 82000 101000
Cash and cash equivalents 10000 9000
Solution: - Common Size Balance Sheet
BALANCE SHEET
Particular Note | Figures asat| Figures as at| Percentage | Percentage
No. | endof2015 | end of 2016 | of B/S of B/S
Total Total
1 2 3 4 5 6
l. EQUITY AND
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(1) Shareholders "funds 340000 300000 53.12%  [50%
(a) Share capital 80000 80000 12.5% 13.33%
(b) Reserve and Surplus
(3) Non-current I|ab|_I|t|es 75000 30000 11.71% 13.33%
(a) Long-term borrowings
4) Current liabilities
(a) Short-term borrowing 120000 100000 18.75% 16.67%
(b) Trade payab|es 25000 40000 3.90% 6.67%
TOTAL 640000 600000 100% 100%
Particular Note | Figures as at| Figures as at| Percentage | Percentage
No. |endof2015 | end of 2016 |of B/ S of B/S
Total Total
1 2 3 4 5 6
Il. ASSETS
(1) Non-current assets
(a) Fixed assets 240000 290000 37.50% 48.33%
(2) Current assets
(a) Current investments 18000 10000 2.81% 1.66%
(b) Inventories 82000 101000 12.81% 16.83%
(c) Trade receivables 290000 190000 45.31% 31.667%
(d) Cash and cash equivalents 10000 9000 1.56% 1.5%
TOTAL 640000 600000 100% 100%

Q5. Balance sheet of Ruble Ltd given you are required to make Comparative BALANCE SHEET

Particular Note | Figuresasat| Figures as at

No. |endof2015 | end of 2016
1 2 3 Rs. 4 Rs.

I. EQUITY AND LIABILITIES

(1) Share holders 'funds

(@) Share capital 5,600 6,600

(b) Reserve and Surplus 2,000 2,800

(3) Non-current liabilities

(a) Long-term borrowings 1,200 1,020

4) Current liabilities

(a) Short-term borrowings 1,200 1,720

(b) Trade payables 500 860
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1l ASSET
(1) Non-current assets
(a) Fixed assets 4,260 7,260
(2) Current assets
(@) Current investments 2,560 2,800
(b) Inventories 3,000 2,200
(c) Cash and cash equivalent 680 740
TOTAL 10,500 13,000
Solution-Comparative BALANCE SHEET
Particular Note | Figures of| Figures of | Absolute| Percentage
No. | 2015 2016 Change of change%
A B C=B-A D=C/A*100
I. EQUITY AND LIABILITIES
(1) Shareholders 'funds
(@) Share capital 5,600 6,600 1,000 17.85%
(b) Reserve and Surplus 2,000 2,800 800 40%
(3) Non-current liabilities
(a) Long-term borrowings 1,200 1,020 (-180) (-15%)
4) Current liabilities
(@) Short-term borrowings 1,200 1,720 520 43.33%
(b) Trade payables 500 860 360 72%
TOTAL 10,500 13,000 2,500 23.81%
Il. ASSETS
(1) Non-current assets
(a) Fixed assets 4,260 7,260 3,000 70.42%
(2) Current assets
(@) Current investments 2,560 2,800 240 9.38%
(b) Inventories 3,000 2,200 (-800) (-26.67%)
(c) Cash and cash equivalent 680 740 60 8.82%
TOTAL 10,500 13,000 2,500 23.81%

Values of Question Number 4 are SYMPATHY HEALTH CONCERN AND CHARITY.

Do it yourself
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Q6.  From the Comparative Income statement find missing figures.(CBSE) R
S. Particular 2015 2016 Absolute | Percentage
No. Amount |Amount Change | of Net sales
P.Y. C.Y. |+- in C.Y.
I Revenue From Operations 1500000 |? 500000 ?
ii. Add other Income 400000 ? ? 150%
iii. | Total Income (1+11) ? 300000 ? 57.89%
iv. | Less Expenses 1500000 (2100000 |?
V. Profit before tax (111-1V) ? ? ? 125%
vi. | Less: Tax 50% 200000 ? ? 125%
vii. | Profit After tax (V-VI) ? 450000 250000 ?
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*Test your Understanding — |
Choose the right answer:

1. The financial statements of a business
enterprise include:

(@) Balance sheet

*Test your Understanding — 11

State whether each of the following is True

or False:

(@ The financial statements of a business
enterprise include funds flow statement.

(b) Statement of Profit and loss (b) Comparative statements are the form of
(c) Cash flow statement horizontal analysis.
(d) Allthe above () Common size statements and financial
2. The most commonly used tools for ratios are the two tools employed in
financial analysis are: vertical analysis.
(@) Horizontal analysis (d) Ratio analysis establishes relationship
(b) Vertical analysis between two financial statements.
(c) Ratio analysis (e) Ratio analysis is a tool for analyzing the
(d) All the above f|_nanC|_aI stateme_nts_of any enterprise.
3. An Annual Report is issued by a (M) Erlggir;glril analysis is used only by the

company to its:
(@) Directors
(b) Auditors

(g) Statement of Profit and loss shows the
operating performance of an enterprise
for a period of time.

(c) Shareholders (h) Financial analysis helps an analyst to
(d) Management arrive at a decision.

4.  Balance Sheet provides information () Cash Flow Statement is a tool of
about financial position of the financial statement analysis.
enterprise: () Ina Common size statement each item
(2) Atapointintime is expressed as a percentage of some
(b) Over a period of time common base
(c) For a period of time *Test your Understanding -111
(d) None of the above Fill in the blanks with appropriate word(s),

5. Comparative statement are also known 1 Analysis simply means data.
as: 2. Interpretation means data.
(@) Dynamic analysis 3. Comparative analysis is also known as
(b) Horizontal analysis ———analysis.
(c) Vertical analysis 4. Common size analysis is also known as

analysis.

5  The analysis of actual movement of
money inflow and outflow in an
organization is called————analysis.

(d) External analysis

*FROM NCERT BOOK Test your Understanding — 111

1. Simplification 2. Explaining 3. the impact of horizontal 4. vertical 5. cash flow.

Test your Understanding — 11 (d) 2 (d) 3(c) 4 (a) 5 (b)

Test your Understanding — I1- (a) True (b) True (c) True (d) True (e) True (f) False (g) True
(h) True (i) True (j) True
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Accounting Ratios-3

Classification or types of ratios
Ratios are classified into 4 categories

=

Solvency Ratios

Liquidity Ratios also called as short term solvency ratios.

2
3. Activity ratios also known as Turnover ratios or Performance ratios
4

Profitability ratios

1. Liquidity Ratios
a) Current Ratio = Current Assets
Current Liabilities

Current Assets = Current Investments +
Inventories (Excluding Spare Parts and Loose
Tools) + Trade Receivables + Cash and Cash
Equivalents +Short Term Loans and Advances
+ Other Current Assets.
Current Liabilities=Short-Term Borrowings
+Trade Payables +Other Current Liabilities+
Short-term Provisions. (Standard Current Ratio:-
2:1)

b) Liquid Ratio = Liquid Assets

Current Liabilities

Liquid  Assets=Current  Assets-Inventories-
Prepaid expenses
Current Liabilities=Short-Term Borrowings
+Trade Payable + Other Current Liabilities +
Short - term Provision

2. Solvency Ratios
a) Debt Equity Ratio =Debt

Equity
Debt = Long Term Borrowings + Long Term
Provisions
Equity/Shareholder’s Funds = Share Capital +
Reserves and Surplus
OR
Non-Current  Assets= (Tangible Assets +
Intangible  Assets + Non-Current Trade
Investments + Long-Term Loans & Advances)
+ Working Capital — Non-Current Liabilities
(Long-Term Borrowings  + Long-Term
Provisions)
Standard Debt Equity Ratio:- 2:1
Working Capital = Current Assets—Current
Liabilities
b) Total Assets to Debt Ratio = Total Assets
Debt

Total Assets = Non-Current Assets(Tangible

Assets + Intangible Assets +Non-Current
Investments)

Investments + Long-Term Loans & Advances)

+ Current Assets (Current Investments +
Inventories Trade Receivables + Cash &Cash
Equivalent + Short-Term Loans & Advances+
Other Current Assets).

Debt = Long Term Borrowings + Long Term
Provisions

c) Proprietary Ratio = Proprietors Funds
Total Assets

Proprietors Funds =
Share Capital + Reserves and Surplus

OR

Non-Current Assets (Tangible Assets + Intangible

Assets + Non-Current Trade Investments + Long-

Term Loans & Advances) + Working Capital-Non-

Current Liabilities

(Long-Term Borrowings + Long-Term 'Provisions)
Total Assets = Non-Current Assets (Tangible

Assets + Intangible Assets + Non- Current
Investments + Long —Term Loans &Advances)+

Current Assets (Current Investments + Inventories
including Spare Parts & Loose Tools

+ Trade Receivables + Cash & Cash Equivalent +
Short-Term Loans & Advances +

Other Current Assets).
d) Interest Coverage Ratio = Net
Profit before interest and tax
/Interest on Long term debt
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Formula of Capital Employed
Liabilities side approach

Shareholder’s Fund (Share Capital + Reserves & surpluses) + Non-Current liabilities (Long term-
borrowing + long term Provisions

Assets Side Approach

Non-Current Assets (Tangible Assets + Intangible Assets + Non-Current investment + Long- term
Loans & Advances) + Working Capital

It is assumed that all Non-Current Investments are Trade Investments only.

Interest on Non-Trade Investments should be deducted from Profit before Interest, Tax and
Dividend. Therefore it cannot be a part of Non-Current Investments.
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3. Activity Turnover Ratio
a) Inventory Turnover Ratio:

Cost of Revenue from operations
Average Inventory

Cost of Revenue from Operation = Revenue from
Operations—Gross Profit OR

Opening Inventory + Net Purchases + Direct
Expenses (Assume to be given) — Closing
Inventories

OR

Cost of materials consumed + purchase of stock-
in-trade + change in Inventory (Finished Goods;
Work in Progress & Stock-in-trade) + Direct
Expenses (Assume given)

Average Inventory =
Opening Inventory + Closing Inventory/2
b) Trade Receivable Turnover Ratio=

Net credit revenue from operations

Average Trade Receivable

Net Credit Sales=TotalSales-CashSales
OR

Credit Revenue from Operation = Revenue from
Operation — Cash Revenue from Operation

Average Trade Receivables =
Opening Debtors +  Trade
Receivable +Closing Debtors+ trade
Receivable /2

Trade Receivables = Debtors + Bills
Receivables

c) Trade payable Turnover Ratio=
Net Credit Purchases
Average Trade Payables

Net Credit Purchase = Total Purchases — Cash
Purchases

Average Trade Payables = Opening Trade Payables +
Closing trade Payables/2

Trade Payables =Creditors + Bills Payable

d)Working Capital Turnover Ratio =
Net Revenue from Operations/
Working Capital

*Working Capital =Current Assets — Current
Liabilities

Current Asset = Current Investments + Inventories

(Excluding Spare Parts and Loose Tools) +Trade

Receivables + Cash and Cash Equivalents + Short Term

Loans and Advances + Other Current Assets
Current Liabilities = Short-Term Borrowings + Trade
Payables + Other Current Liabilities+
Short-term Provisions
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4. Profitability Ratios
a) Gross Profit Ratio=

d)

Gross profit x 100

Net Revenue
Operations

from

Gross Profit = Revenue from Operation —
Cost of Revenue from Operations

Cost of Revenue from Operation =
Opening Inventory (excluding Spare Parts
and Loose Tools) + Net Purchases + Direct
Expenses — Closing Inventory (excluding
Spare Parts and Loose Tools)

OR

Revenue from Operation — Gross Profit
Operating Ratio=
(Cost of Revenue from operation+ Operating

Expenses) X100

Net Revenue from operations

Cost of Revenue from Operation = Opening
Inventory excluding Spare Parts and Loose
Tools) et Purchases + Direct Expenses—
Closm Inventory (excluding Spare Parts and
b%Jse ools)

Revenue from Operation — Gross Profit

Operating Expenses = Office,
Administrative, Selling and Distribution
Expenses, Employees Benefit expenses,
Depreciation & Amortisation

Operating Profit Ratio=

Operating Profit x 100

Revenue from operations
Operating Profit = Net Profit (After Tax) +
Non-Operating Expenses/Losses—
Non Operating Incomes

OR

Gross Profit + Operating Income—Operating

Expenses Non-Operating Expenses =
Interest on Long Term Borrowing + Loss
on sale of Fixed or Non-Current Assets

Non-Operating Income = Interest received
on investments + Profit of sale on Fixed
Assets or Non-Current Assets

e) Net Profit Ratio=

Net Profit x 100
Net Revenue from operations

Net Profit before Interest &Tax=

Gross Profit + Other Incomes — Indirect
Expenses

Return on Investment (ROI) or Yield on
Capital=

NET PROFIT before interest, tax & dividend
x 100

Capital Employed

Net Profit before Interest, Tax and Dividend
= Gross Profit + other Income-Indirect
Expenses




ACCOUNTANCY [

Mg

—_—
—————

Q1. Shine Limited has a current ratio 4.5:1 and quick ratio 3:1; if the stock is Rs. 36,07?0%me

calculate current liabilities and current assets.

Ans: Current Assets Rs. 1,08,000, current liabilities Rs. 24,000)
Q1.A Cost of Goods Sold is Rs. 1,50,000. Operating expenses are Rs. 60,000. Sales is Rs.

2,60,000 and Sales Return is Rs. 10,000. Calculate Operating Ratio.

(Ans: Operating Ratio 84%)

Q2. Calculate debt equity ratio from the following information:

Total Assets Rs. 15,00,000
Current Liabilities Rs. 6,00,000
Total Debts Rs. 12,00,000

(Ans: Debt Equity Ratio2:1.)

Q3. Following is the Balance Sheet KDS Ltd. as on March 31, 2016, Calculate Current Ratio

and Liquid Ratio.

Liabilities Amount Rs. Assets Amount Rs.

Equity Share Capital 24,000 Buildings 45,000
8% Debentures 9,000 Stock 12,000
Profit and Loss 6,000 Debtors 9,000
Bank Overdraft 6,000 Cash in Hand 2,280
Creditor 23,400 Prepaid Expenses 720
Provision for Taxation 600

69,000 69000

(Ans: Current Ratio 8:1, Liquid Ratio .37:1)
Q4. Calculate following ratios from the following information:

() Current ratio (i) Acid test ratio (iii) Operating Ratio (iv) Gross Profit Ratio

Current Assets

Current Liabilities
Stock

Operating Expenses
Revenue from operation

Rs. 35,000
Rs. 17,500
Rs.15,000
Rs.20,000
Rs. 60,000

Cost of Revenue from operation Rs.30,000
(Ans: Current Ratio 2:1; Liquid Ratio 1.14:1; Operating Ratio 83.3%; Gross Profit Ratio

500)

Q5. Compute Gross Profit Ratio, Working Capital Turnover Ratio, Debt Equity Ratio and
Proprietary Ratio from the following:

Paid-up Capital

Current Assets

Revenue from operation
13% Debentures
Current Liability

Rs.5,00,000
Rs.4,00,000

Rs. 10,00,000
Rs. 2,00,000
Rs. 2,80,000
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Cost of Goods Sold Rs. 6,00,000

(Ans: Gross Profit Ratio 40%; Working Capital Ratio 8.33 times; Debt Equity Ratio 2:5;
Proprietary Ratio25:49)
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Q6. From the following information calculate Gross Profit Ratio, Stock Turnover Ratio and

Q7.

8

Debtors Turnover Ratio.

Revenue from operation Rs. 3,00,000
Cost of Gods Sold Rs. 2,40,000
Closing Stock Rs. 62,000
Gross Profit Rs. 60,000
Opening Stock Rs. 58,000
Debtors Rs. 32,000

(Ans: Gross Profit Ratio 20%; Stock Turnover Ratio 4 times; Debtors Turnover Ratio 9.4
times)

From the following information calculate

(1) Debt-Equity Ratio

(i) Interest Coverage Ratio

(i) Proprietary Ratio.

Equity Share Capital Rs. 2,00,000, General Reserve Rs.1,20,000

5%pPref. Share Capital Rs.60,000, Fixed Assets Rs.5,05,000, Current Assets Rs. 1,20,000.
Current Liability Rs.40,000, Loan10% Interest 5,00,000. Tax paid during the year
Rs.30,000

Profit for the current year after interest and tax Rs 90,000
Ans: (i) Debt-Equity Ratio=1.06:1 (ii) Interest Coverage Ratio=3.4 times (iii)Proprietary

Ratio=0.752:1
Share Capital Rs.80,000, General Reserve Rs.40,000, 15% Loan from bank Rs.50,000, Tax paid

during the year Rs.20,000 . Profit after interest and tax Rs.40,000. Calculate Return On Investment Ratio.

Ans:

39.71%

(O =NZ= O ) -

“ANALYSIS IS THE ART OF CREATION WHICH DOES

NOTTRANSEFORM CONSCIOUSNESS”
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1. Which of the following is not the limitation of Financial statement analysis
(a) Ignores price level changes (b) window dressing

(c) Quialitative aspect ignored (d) Inter firm comparisons

2. Debentures redeemable after 10 yrs of issue are shown as
(a) Long term Provisions (b) Long term Borrowings

(c) Short term Borrowings (d) Other Long term borrowings

3. Indicate the item which appears as short term provisions
(a) Provision for expenses (b) Interest outstanding

(c) Employee’s Provident fund(d) Securities premium reserve

4. Which of the following sub heading of Current Liabilities
(a) Short term borrowings (b) Trade payables

(c) Short term provisions (d) Short term Investment

5. Which of the following is not included in sub heading 'Inventory’
(a) Stock of finished goods  (b) Work in progress

(c) Stores and spares (d) Cheques inhand

6. Which of the following is not included in sub heading ‘Cash and cash equivalents’
(a) Cash in hand (b) marketable securities

(c) Cash at Bank (d) Cheques in hand

7. Main objective of Common size statement
(@) To present changes in various items

(b) to provide common base for comparison
(c) to establish relationship between various items
(d) all of the above

8. Inthe common size statement of P & L

a) Figure of net revenue from operations is assumed to be equal to100
b) Figure of gross profit is assumed to be equal t0100
c) Figure of net profit is assumed to be equal to100

d) Figure of assets is assumed to be equal to100
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9. Fixed assets of a company increased from Rs.3,00,000 to Rs.4,00,000. The percentage change
is:-  (2)25% (b)20%
(€)33.33% (d)40%

10. Balance Sheet of company is required to be prepared in the format given in
(@) Schedule 11 Part 11

(b) Schedule 111 Part 111
(c) Schedule 111 Part
(d) Table A

11. As per Companies Act, the Balance Sheet of a company is required to be
(a) Horizontal Form

(b) Vertical Form
(c) Either Horizontal or Vertical Form
(d) Neither of the above

12. According to prescribed order of assets in a Company's Balance Sheet which asset should be
shown first of all
(@) Non-Current Assets

(b) Current Assets
(c) Current Investments
(d) Loans and Advances

13. Calls in Arrears appear in a Company's Balance Sheet under
(a) Reserve & Surplus

(b) Shareholders' Funds
(c) Contingent Liabilities
(d) Short-term Borrowings

14. Goodwill appear in a Company's Balance Sheet under:
(@) Current Assets

(b) Non Current Assets
(c) Long-term Provisions
(d) Long-term Borrowing

15. Securities Premium Reserve appears in a Company's Balance Sheets
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(@) Share Capital

(b) Long-term Provision
(c) Reserve & Surplus
(d) Contingent Liability

16. Provision for Tax appears in a Company's Balance Sheet under Sub-head..
(@) Short-term Provisions

(b) Reserves and Surplus
(c) Long-term Provisions
(d) Other Current Liabilities

17. Which of the following items is shown under the head ‘Non-Current Assets, while preparing the
Balance Sheet of a company??
(@) Underwriting Commission

(b) Current Investment
(c) Inventory

(d) Patents

18. Under which heading the item Bills Discounted but not yet matured' will be shown in the
Balance Sheet of accompany?

(@) Current Liability

(b) Current Assets
(c) Contingent Liabilities
(d) Unamortized Expenditure

19. Revenue from Operations 4,00,000; Cost of Revenue from Operations 60% of Revenue from
Operations; Operating expenses 30,000 and rate of income tax is 40%. What will be amount of
profit after tax

(a) 64,000
(b) 78,000
(c) 52,000
(d) 96,000

20. Payment of Income Tax is considered as
(a) Direct Expenses

(b) Indirect Expenses
(c) Operating Expenses
(d) None of the Above
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21. The process of comparing various financial factors of a company over a period of time is known

(A) Inter firm comparison
(B) Ratio Analysis

(C) Intra firm comparison
(D) Inter industry comparison

ANSWERS:

1. (d) Inter firm comparisons
2. (b) Long term Borrowings
3. (a) Provision for expenses
4. (d) Short term Investment
5. (d) Cheques in hand

6. (b) marketable securities
7. (d) all of the above

8. (a) Figure of net revenue from operations is assumed to be equal to100
9. (c) 33.33%

10. (c) Schedule 111 Partl

11. (b) Vertical Form

12. (a) Non-Current Assets
13. (b) Shareholders Funds
14. (b) Non Current Assets
15. (c) Reserve & Surplus
16. (a) Short-term Provisions
17. (d) Patents

18. (c) Contingent Liabilities
19. (d) 96,000

20. (c) Operating Expenses
21.(C) Intra firm comparison

ACCOUNTING RATIOS

1. Quick ratio is 1.8:1, current ratio is 2.7:1 and current liabilities are Rs 60,000. Determine value of
stock.

a) Rs 54,000

b) Rs 60,000

0) Rs 1,62,000

d) None of the above

2.. Liquid assets is determined by
a) Current assets-stock-Prepaid expenses
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b) Current assets +stock+ prepaid expenses
c) Current assets +Prepaid expenses
d) None of the above

3. Acid test ratio is a sub-part of
a) Short-term solvency ratio

b) Long-term solvency ratio

c) Debtors turnover ratio

d) None of the above

4. Debt-equity ratio is a sub-part of
a) Short-term solvency ratio

b) Long-term solvency ratio

c) Debtors turnover ratio

d) None of the above

5. The ideal level of liquid ratio is
a) 3:3b) 4:4 ¢) 5:5 d) All of the above

6. Liquid ratio is also known as

A) Quick ratio

B) Acid test ratio

C) Working capital ratio D) Stock turnover ratio
a)A and B

b)Aand C

c)Band C

d)Cand D

7. 2. The ideal level of current ratio is
a)4:2

b) 2:1

c) Bothaand b

d) None of the above

2
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8. The ratio analysis is helpful to management in taking several decisions, but as a mechanical
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substitute for judgment and thinking, it is worse than useless.
a) True b) False

9. Liquidity ratios are expressed in
a) Pure ratio form

b) Percentage

c) Rate or time

d) None of the above

10. The relationship between two financial variables can be expressed in:
a) Pure ratio

b) Percentage

c) Rate or time

d) Either of the above

11. Net Revenue from operation Rs. 400000, Average inventory 50000, Gross Loss on sales 25%.
Find Inventory Turnover Ratio:

(A) 8times
(B) 10 times
(C) 2times
(D) None of these

12. Net Revenue from operation Rs.30,00,000  Current Assets Rs.9,00,000 , Current Liabilities
Rs. 3,00,000, Sales Returns 50000. Its Working Capital Turnover Ratio will be:

(A) 3times

(B) 5 times

(C) 6times

(D) 10 times

13. A business has gross profit 25% on cost. What will be its gross profit ratio?
(A) 20%

(B) 25%

(C) 75%

(D)80%

14. Cost of sales Rs 7,00,000. Sales volume Rs 9,00,000. Operating Exp. Rs 60000. Its Operating
Ratio will be:

(A) 15%
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(B) 50%

(C) 85%

(D) None of the above

15. A business has operating ratio at 86.65%. Its operating Profit ratio will be:
(A) 13.35%

(B) 86.65%

(C) 100%

(D) None of the Above

16. Share capital Rs4,00,000, Reserves & Surplus Rs 150000, Non current assets Rs 18 00,000,
current assets Rs 4,00, 000 then its proprietary ratio will be:

(A) 12%

(B) 25%

(C) 8.33%

(D) None of the above

17. Profit before Interest and tax Rs 6,00,000, Interest on long term debts Rs 75,000. Its interest
coverage ratio will be:

(A) 12.5 Times

(B) 125 times

(C) 8times

(D) None of the above

18. Total sales Rs 5,00,000, Cash sales Rs 2 ,00,000, Debtors Rs 45,000, B/R Rs 15,000. What will
be its Trade Receivable Ratio?

(A) 2.5times
(B) 3times
(C) 4times
(D) 5times

19. Awverage Stock Rs 80000, Stock turnover Ratio 8 times, G.P. 25% on cost. Find out its sales
amount:

(A) Rs. 100000
(B) Rs. 640000
(C) Rs. 800000
(D) Rs. 1000000

20. Cost of revenue Rs 15,00,000, Current Assets Rs 4 00,000 Current Liabilities Rs 1,50,000. Find
its Working Capital Turnover Ratio.

(A) 3.75 Times
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(B) 5 Times
(C) 6Times
(D) 10 Times
21. Collection of debtors
(A) Decreases current ratio (B) Increases current ratio
(C) Has no effect on current ratio (D)None of the above

22. Determine Operating ratio, if operating expenses is Rs 60,000, Sales is Rs 9,40,000, Sales
Return is Rs 40,000 and Cost of net goods sold is Rs6,60,000.
(A)80% (B) 15% (C) 25% (D)11%

23. Higher the ratio, the more favorable it is, doesn’t stand true for
(A) Liquidity ratio (B)Net profit ratio (C)Operating ratio  (D)Inventory turnover ratio

24. 1f selling price is fixed 25% above the cost, the Gross Profit ratio
is:- (A)13% (B) 28% (C)26% (D) 20%
ANSWERS:

1)a) Rs 54,000

2 )a) Current assets-stock-Prepaid expenses

3)a) Short-term solvency ratio

4) b) Long-term solvency ratio

5) d) All the above

6) a) Aand B

7) ¢) Bothaand b

8) a)True

9) a) Pure ratio form

10)d) Either of the above

11)(B) 12)(B) 13)(A). 14)(C) 15)(A) 16)(B) 17)(C) 18)(D) 19)(C) 20)(C)
21)(C) Has no effect on current ratio

22)(A)80%

23)(C)Operating ratio

24)(D)20%

O
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UNIT-V
Cash Flow Statement-4

Cash Flow Statement It is a statement that shows flow of cash and cash equivalents during the period
under report. The statement shows net increase or decrease of cash and cash equivalents under each
activity separately- operating, investing and financing as well as collectively.

Objectives of CFS:

» Toascertain the sources (receipts) of cash and cash equivalents under operating, investing and
financing activities by the enterprise.

» Toascertain applications (payments) of cash and cash equivalents under operating, investing
and financing activities by the enterprise.

» Toascertain net change in cash and cash equivalents being the difference between sources and
applications under the three between the dates of two balance sheets.

Steps in the preparation of CFS:
I. Ascertain cash flows from operating activities
Il.  Ascertain cash flows from investing activities
I1l.  Ascertain cash flows from financing activities

IV. Steps |, I AND Il are added and the resultant figure is net increase or decrease in cash and cash
equivalents.

V. Cash and cash equivalents of the beginning are added to the cash flow arrived under step 1V.
V1. In the last we get cash and cash equivalents at the end
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Flow Chart explaining process of declaration, accounting and payment of Proposed
Dividends on Equity Shares and Preference Shares

Proposed (Final) Dividend on Equity Shares

And

Dividend on Preference Shares

!

1. It is proposed by the Board of Directors.

2. It is declared [approved] by Shareholders in AGM.

3. After it is declared, Dividend becomes a liability of the company.

4. Amount of Declared Dividend is transferred to Special Bank Account
within 5 Days and paid within 30 Days of declaration.

]

It being an appropriation of profits is debited to Surplus, i.e., Balance in
Statement Of Profit and Loss Account

The Journal entry is: .

Surplus. i.e., Balance in Statement Profit and Loss A/c Dr.
To Dividend Payable Alc

In Cash Flow Statement, it is added to:

Net Profit Before Tax and Extraordinary Items
and

Dividend Paid is shown as

Outflow under Financing Activity.
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CASH AND CASH EQUIVALENTS: It includes cash, bank balance, marketable securities etc
Why is Cash Flow Statement prepared?

Give the classification of the Cash Flow for preparing Cash Flow Statement.

Give any two items of cash equivalent used while preparing Cash Flow Statement.
How are non-cash items dealt in Cash Flow Statement?

Give an example of non-cash transaction.

Dividend received by a Finance Company will come under which activity while preparing Cash
Flow Statement.

2 A

Identify the following transactions belonging to
(i) Operating Activities, (ii) Investing Activities,
(iii)  Financing Activities, and (iv) Cash and Cash Equivalents:

1 Cash Sales 11. Cash paid to Creditors

2. Cash Purchase 12. Purchase of Machines

3. Rent paid 13. Income Tax refund received

4. Cash-in-hand 14. Issue of Share Capital

5 Income Tax paid 15. Sale of Patents

6.  Office Expenses 16. Manufacturing Expenses

7. Balance at Bank 17. Purchase of Goodwill

8 Sale of Machines 18. Short-term Deposits in Banks

9. Issue of Debentures 19. Purchase of investments (non-current)
10. Dividend paid 20. Cash received from Debtors

Sol: Operating Activities: 1, 2,3,5,6,11,13,16 and 20; Investing Activities: 8,12,15,17 and 19;
Financing Activities:9,10and14; Cash and Cash Equivalents: 4,7 and18;
Calculate Cash Flow from Operating Activities from the following details:

Particulars 31"March, 2014 (Rs.)  [31"march, 2013(Rs.)
Surplus, i.e., balance in statement of P/L  |3,00,000 2,00,000
Bills Receivable 1,80,000 1,40,000
Denreciation 3.20.000 3.00.000
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Particulars Rs.
a)  Depreciation on Fixed Assets 10,000
b)  Amortization of Goodwill 5,000
c)  Transfer to general Reserve 7,000
d)  Profit on Sale Land 3,000
b. Following is the position of current assets and current liabilities:
Particulars Closing Opening
Balance (Rs.) Balance (Rs.)
Trade Receivables 23,000 22,000
Trade Payables 10,000 15,000
Prepaid Expenses 4,000 6,000

(Cash Flow from Operating Activities is Rs. 2, 65,000.)

Note: Net Profit before Tax = Profit for the year + Transfer to General Reserve = Rs. 2, 50,000 +
Rs. 7,000. = Rs. 2, 57,000

From the following information, calculate Cash Flow from Investing Activities:

Particulars Closing Balance Opening Balance
(Rs.) (Rs.)

Machinery (at cost) 4,20,000 4,00,000

Accumulated depreciation 1,10,000 1,00,000

Patents 1,60,000 2,80,000

Additional Information:

During the year, a machine costing Rs.40,000 with its accumulated depreciation of Rs.24,000 was sold
for Rs. 20,000.Patents were written off to the extent of Rs. 40,000 and some patents were sold at a
profit of Rs.20,000.(Cash Flow from Investing ActivitiesisRs.60,000.)

From the following information, calculate Cash Flow from Financing Activities:

Particulars 31st March,31st March,
2014 (Rs.) 2013(Rs.)

Equity share capital 5,00,000 4,00,000

10% Debentures 1,00,000 1,50,000

Securities Premium Reserve 50,000 40,000

Additinnal Infarmatinn- Intarect Paid nn dahentiirae Re 10 NNN (Cach
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Net Profit for the Year |20,000 |
[CFFOA - Rs. 32,000; CFFIA - Rs. 20,000; and CUIFA - Rs.[50,000]

10. Following are the Balance Sheets of X Ltd. prepares Cash Flow Statement.

Particulars Note No.| 31*March, 31" march,
2014 (Rs.) 2013 (Rs.)
EQUITY AND LIABILITIES
Shareholder’s Funds
Share Capital 25,00,000 20,00,000
Reserve and Surplus 2,30,000 1,00,000
Current liabilities
Trade payables 4,50,000 7,00,000
Total 31,80,000 28,00,000
ASSETS
Non- current Assets
Fixed Assets-tangible Assets (land) 6,60,000 50,00,00
Current Assets
Inventories 9,00,000 8,00,000
Trade Receivable 11,50,000 12,00,000
Cash and cash Equivalent 4,70,000 3,00,000
Total 31,80,000 28,00,000
Notes to Accounts
Particulars 31" March, 31%march,
2014 (Rs.) 2013(Rs.)
Reserves and surplus 2,30,000 1,00,000
Surplus, i.e., Balance in Statement of P/L

[CUI OA - Rs. (1,70,000); CUIIA - Rs. (1,60,000); and CFFFA — Rs. 5,00,000

From the given notes to accounts and Cash Flow Statement of Red Hot Dog Ltd
Complete the Missing Figure: 6
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Additional information:

1 Depreciation charged on plant & Machinery for the year 2014-15 was Rs.1,75,000. During the
year 2014-2015, plant and Machinery of Rs.7,25,000 was purchased.

2 Interest on Mortgage loan paid during the Year amounted toRs.35,000.

3. Dividend paid during theyearRs.44,000.

CASH FLOW STATEMENT
For the year ended 31.03.2015
Particulars 31.03.2015 31.03.2014
A. Cash flow from Operating Activities
Net profit before tax
Adjustments for: e
Depreciation on plant and machinery |
Interest on mortgage Loan L e
Operating profit before working capital |

changes
Add: decrease in current assets: 1,20,000
Inventory
Add: Increase in Current Liabilities: | 3,95,000

Trade Payables L e
Less: Increase in Current Assets:
Trade Receivables
Net cash from operating Activities

B. Cash Flow from investing Activities:
Purchases of Plant and Machinery Net
cash used in Investing Activities

C. Cash Flow from Financing Activities:
Proceeds from issue of shares

1.50.000

Proceeds from Mortgage Loan
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MCQs on CASH FLOW STATEMENT
1. As per Accounting Standard-3, Cash Flow is classified into
a) Operating activities and investing activities
b) Investing activities and financing activities
c) Operating activities and financing activities
d) Operating activities, financing activities and investing activities

2. Cash Flow Statement is also known as

a) Statement of Changes in Financial Position on Cash basis
b) Statement accounting for variation in cash

Bothaand b

None of the above.

==

c
d

= —

3. The objectives of Cash Flow Statement are
A) Analysis of cash position

Short-term cash planning

Evaluation of liquidity

Comparison of operating Performance

Nai?

B
C
D

-~~~ —

4. In cash flow statement, the item of interest is shown in
A) Operating Activities
B) Financing Activities
C) Investing Activities

a) Both Aand B
b) Both Aand C
c) Both B and C
d)A BC

5. Cash Flow Statement is based upon
a) Cash basis of accounting

b) Accrual basis of accounting

c) Credit basis of accounting

d) None of the above

6 Which of the followinn statements are falce?

Mg
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C) Cash flow is a substitute for income statement
D) Cash flow statement is not a replacement of funds flow statement.

)
b) Only B
c) Both B and C
d) Only D

8. Cash flow statement is based upon while Funds Flow Statement recognizes
a) Cash basis of accounting, accrual basis of accounting

b) Accrual basis of accounting, cash basis of accounting

c) Both are based on cash basis of accounting

d) None of the above

9. Cash Flow Statement studies causes of change in working capital.
a) True
b) False

10. reconciles the opening cash balance with the closing cash balance of a given period on the
basis of net decrease or increase in cash during that period.

a) Cash Flow Statement

b) Funds Flow Statement

c) Bothaand b

d) None of the above

11. Cash deposit with the bank with a maturity date after two months belongs to which of the following in the
cash flow statement.

a) Investing activities b) Financing activities

c¢) Cash and cash equivalent d) Operating activities

12. Given salary expenses Rs 40,000, Outstanding in the beginning of the year: Rs 5,000 and outstanding at
the end of the year Rs 10,000. Cash outflow on salary will be:

a) Rs 45,000

b) Rs 35000

c) Rs55,000

d) Rs15,000

13. Which of the following are added to net profit after tax and extraordinary items to reach to net profit before
tax and extraordinary items?
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b) Cash flow from financing activities
c) Cash flow from operating activities
d) None of the above

15. ABC Ltd had investment of Rs 68,000 as on 31.3.2013 and investment of Rs 56,000 as on 31.3.2019.
During the year ABC Ltd sold 40% of its investments being held in the beginning of period at a profit of Rs
16,800. Determine cash flow from investing activities.

a) Rs 59,200

b) Rs 28,800

c) Rs 72,800

d) None of the above

16. Financing activities brings changes in
a) Size and composition of owner's equities
b) Borrowing of the enterprise

c) Bothaand b

d) None of the above

17. Which of the following items is not considered as cash or cash equivalent?
a) Cash on hand

b) Demand deposit

c) Bank borrowings

d) Investment with a maturity of two months from the date of acquisition

18. In a statement of cash flows, a company investing in short-term financial investments and in fixed assets
results in

a) Increased cash

b) Decreased cash

¢) Increased liabilities

d) Increased equity

19) A company who issues bonds or stocks in result raised funds which finally
a) Increases liabilities

b) Increases equity

¢) Increases cash

d) Decreases cash
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23.Sale of machine costing Rs.70,000(accumulated depreciation Rs.40,000)is sold at a profit of 20%.The
amount of cash inflow will be:
(A) Rs.30,000(B)Rs.70,000  (C) Rs.36,000 (D)Rs.48,000

24.Which of the following transactions will result into flow of cash?
(A) Cash withdrawn from bankRs.20,000.
(B) Issued Rs.20,000, 9% debentures for the vendors of machinery.
(C) Received Rs.19,000 from debtor
(D)Deposited cheques of Rs.10,000 into
bank

25.Consider the following information available from the books of Neelima Ltd and ascertain the net cash
from their operating activities.

Net profit for the year

Rs.27,000 Depreciation

Rs.4,000

Dividend received

Rs.20,000 Goodwill

written off Rs.3000

The cash from operations will be:

(A)Rs.8,000(B) Rs.6,000 (C) Zero (D) Rs.14,000

ANSWERS:
1)d 2)c3)d 4)c 5a 6)d 7)d 8a 9b 10)all)c 12)b13)d14)al15)b16)cl7)c
18) b 19) ¢ 20) a 21)A 22)A 23)C 24)C25)D
Fill in the Blanks

1.The principal revenue producing activities of the enterprise are classified as ............c.ccccueueee. activities while preparing
cash flow statement

2.Payment of interim dividend iS.........cc.cocvviiiiiiiiincnene. Activity.

3.Cash flow statement is prepared for............ccccccvvevenenn. term financial planning.

4. State whether the issue of 9% debentures to vendors for the purchase of machinery of Rs.50,000 will result in inflow,
out flow or no flow of cash?

5.G Ltd purchased machinery of Rs.10,00,000, issuing a cheque of Rs.2,50,000 and 10% Debentures of Rs.7,50,000 to
vendor. Outflow of cash from investing activity willbe Rs.........................

ANSWERS

1. Operating Activities

2. Financing Activity
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COMMON MISTAKES IN XII ACCOUNTANCY

There is difference between 7% and 7% p.a.(per annum)

If the words like "irrespective of months' or ‘average period' have been used, number
of months / days will be ignored.

In the absence of provision in the partnership deed it is the rate of Interest on Loan
which is 6% p.a. and not the Interest on Capital.

Interest on Loan and Loan are never entered in the partners' capital accounts or
current accounts but in separate partner's loan account.

There is difference between charge against profit and appropriation of profit.

There is difference between Profit and Loss Account and Profit and Loss
Appropriation Account.

Unless otherwise stated, fluctuating capital accounts of partners are to be prepared.

When date of drawings is not given, Interest on Drawings should be calculated for 6
months.

Short cut methods involving use of average time period for calculating Interest on
Drawings are applied when the drawings are of equal amount made at equal intervals.

There is difference between Profit and Loss Appropriation Account and Profit and
Loss Adjustment Account. (Profit and Loss Adjustment Account is the other name of
Revaluation Account.

Always check if capitals are Fixed or Fluctuating as in case of Fixed capital, entry
has to be passed using Partner's Current Account.

Burden of guarantee is borne by the partners giving the guarantee.
There is difference between goodwill withdrawn and goodwill written off.

While using the formula for calculating sacrifice ratio if you get the answer in
negative it means the partner is gaining, while using the formula for calculation of
gaining ratio you get the answer in negative it means the partner is losing or
sacrificing. Negative sacrifice is gain and negative gain is sacrifice.

While calculating value of Goodwill Abnormal Losses are added to profit and
Abnormal Profits are deducted. While calculating sacrifice ratio check the words 'of'
and ‘from".
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e There is difference between securities premium account and premium on redemption
of debentures account.

e When bank account is to be prepared in case of share capital topic, there is no need of
passing bank related journal entries.

o Debenture redemption reserve account is not required in case of fully convertible

debentures.

e Interest on own debentures is not paid in cash/bank, only accounting entry is to be

shown.

e At the time of forfeiture of shares, Securities premium reserve account should be
debited (to be cancelled) only if the premium has been called but not received.

o In case of forfeiture of shares allotted on pro-rata basis shares applied/ shares allotted
must be considered properly while preparing working notes.

¢ In the absence of information about paid up value for reissue of forfeited shares,
called up value at the time of forfeiture is taken as paid up value i.e. the amount to be
credited to share capital account on reissue.

e There is difference between the use of own debentures account and Investment in
own debentures account.

e % of discount/premium must be calculated on 10/100/500 etc. with care.

e number of shares/debentures issued or redeemed must be seen properly.

o In case of reissue of forfeited shares, forfeiture account should be sent to the capital
reserve only for the reissued shares

XII ACCOUNTANCY -KEY TERMS

SN | BASIC TERMS

MEANING

UNIT 1. FINANCIAL STATEMENTS OF NOT-FOR-PROFIT

ORGANIZATIONS

1 Not-For-Profit
Organization

Non-profit organizations are those organizations which are established
for a Social/Charitable/Cultural purpose & not for earning profit. They
render

services for the promotion of Art, Culture, Sports, Education &
Healthcare etc.

2 Receints P

Receints and Pavments Accoiint is a renort of Cach and Rank
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donation received for the construction of the building.

Grants

Grants are an aid issued by any Govt. agency to any Not-for profit
organization for specific purpose or general purpose.

Legacy

Legacy represents the amount or property received by organization
under a
will on death of the contributors.

Fund based
Accounting

Fund Based Accounting refers to the accounting whereby receipt and
income pertaining to a particular fund are credited to that particular
fund and payments and expenses are debited to it. These funds are
created for some specific purposes such as prize fund, building fund,
sports fund etc. Thus, a separate accounting is needed for these specific
funds. This type of

accounting is called Fund based accounting.

10

Entrance Fees

Entrance fee is called admission fee. It refers to the

amount received from the persons for becoming members. It is
a fee paid by members at the time of joining a not-for-profit
organization. Generally Entrance fees are treated as income.

11

Life Membership
Fee

Life membership fee is the fee received from those members who do

not pay periodic fee or subscription but pay a lump sum amount to
become life time members.(i) These members are generally permanent
members.

(ii) Life membership fees can be added to capital fund or separately
on the liabilities side of Balance sheet.

12

Endowment Fund

This fund is created from the bequest, legacy or gifts received by the
Not-for-profit organization. These funds are invested outside. The
income from the investment of such funds is used for

some specific purposes only.

13

Honorarium :

Honorarium is an amount paid to a person (other than

employee) for rendering some special services for Not-for-

profit

organization. It is treated as an expense of Not-for-profit organization.

14

Capital Fund /
General Fund

The excess of assets over the liabilities for a profit earning
organisationis termed as capital and the same for an NPO is termed as
capital fund. A general fund is the primary fund used by a NPO. This
fund is used to record all resource inflows and outflows that are not
associated with special- purpose funds. The activities being paid for
through the general fund

constitute the core administrative and operational tasks of the NPO.

15

Surplus

It is the Excess of Income over Expenditure and transferred to Capital
fund

16

Deficit

It is the Excess of expenditure over income and deducted from Capital
fund

17

Accrual Basis of
Accounting

Under this system of accounting, revenue and expenses are recorded
when they are recognized i.e., Income is recorded as Income when it is
accrued (when transaction takes place) irrespective of fact whether cash
is received or not. Similarly, expenses are recorded when they are
incurred or become due and not when the cash is paid for them.
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18 | Revenue Expenses needed for the day-to-day running of the business.
Expenditure:
19 | Capital An expenditure which results in the acquisition of permanent asset in the
Expenditure business for the purpose of earning revenue, is known as
capital expenditure.

20 | Restricted Fund A restricted fund is a reserve of money that can only be used for
specific purposes. Restricted funds provide reassurance to donors that
their
contributions are used in a manner they have chosen.

21 | Unrestricted fund | Unrestricted funds are donations the nonprofit may use for any

purpose.

UNIT 2. ACCOUNTING FOR PARTNERSHIP FIRMS-FUNDAMENTALS

22 | Partnership Partnership is the relation between persons who have agreed to share the
profits of a business carried on by all or any of them acting for all.

23 | Partnersand firm Persons who have entered into partnership with one another are called
individually partners and collectively a firm, and the name under which
their business is carried on is called the firm name.

24 | Partnership Deed The document which contains terms and conditions of partnership is
known
as Partnership Deed

25 | Fixed capital The capital of the partner shall remain fixed unless additional capital is

account introduced or a part of the capital is withdrawn.

26 | Fluctuating Capital account of partner will not remain fixed rather it will keep

Capital fluctuating from time to time. In this all the entries related to drawings,
interest on capital and share of profit and loss of partner are recorded in
capital account, hence in this method there is no need for current
account.

27 | Partner Current| Partner current account is prepared when capital is fixed. Transactions

Account such as drawings, salary, and interest on capital and drawings are
recorded. The balance of this account fluctuates every year. The
balance can be both credit or debit.

28 | Profit And Loss The profit and loss appropriation account is an extension of the

Appropriation
Account

profit and loss account. The main intention of preparing a profit and
loss appropriation account is to show the distribution of profits
among the partners after appropriations in respect of partners’

salary, commission, interest on capital, Interest on drawings, reserve, if
anv.
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31 | Guarantee Of Guarantee means the surety of a particular amount of profits by one or
Profit more partners and in some cases by the firm, where the burden of

guarantee
is borne by the party providing such a guarantee.

32 | Goodwill An amount representing the added value to a business of such factors as
customer loyalty, reputation, market penetration, and expertise.

33 | Average Profits Under this method, goodwill is calculated on the basis of the average

Method

of certain agreed number of past years' profits. The average is then
multiplied
by the agreed number of years of purchase.

34 | Super profit Super profit is the excess of average profits over normal profits.
method Under this method, goodwill is calculated on the basis of super
profits. Normal rate of return on the capital employed is compared
with the actual average
Profits to find out the super profits.
35 | Capitalization Goodwill, under this method, is ascertained by deducting the actual

Method

capital employed from the capitalized value of average profits.
Goodwill can be calculated by capitalising super profit i.e super profit
X 100/ NRR

UNIT 3. RECONSTITUTION OF A PARTNERSHIP FIRM

36 | Reconstitution of a | It means a change in the nature of relationship amongst members,
Partnership Firm | effected
through a fresh agreement under which the existing business continues.
37 | Sacrificing Ratio The ratio in which the existing partners agree to sacrifice their share of
profits in favour of the incoming partner is called the sacrificing ratio.
38 | Gaining ratio Gaining ratio is calculated at the time of retirement or death of a
partner. It is the ratio in which the remaining partners acquire the
outgoing partner's share of profit
39 | New profit sharing | The ratio in which the partners are to share the profits in future on
ratio reconstitution is known as New profit sharing ratio.
40 | Premium for Premium for goodwill means amount to be paid by new partner for
goodwill gaining a
share in the goodwill of the firm.
41 | Revaluation Revaluation Account is prepared only when there is any change in the
Account value of asset and liabilities of the partnership firm, at the time of

afdmiccinn ratirament and death nf a nartner
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44

Hidden goodwill

Hidden goodwill is the excess of desired total capital of the firm
over the actual combined capital of all partners.

Value of Hidden Goodwill =Capitalised value of firm -Net worth.
Capitalised value of firm = Capital of new partner xReciprocal of
new partner’s share

Net worth = Total capital of new firm (including new partner’s
capital) + accumulated profits and reserves ( if any ).

If a firm agrees to pay a sum which is more than retiring partner’s
balance in capital also after making all adjustment with respect to
resaves, revaluation of assets and liabilities etc. then excess amount
paid is treated as his share of goodwill (known as hidden goodwill).

45

Executor

An Executor is a person named in the will of a deceased person to
administer his estate after his death. The executor derives title and
authority from the will for the purpose of administration of the
property of the

deceased.

46

Employee
Provident Fund

The Employee Provident Fund, popularly known as PF is the

retirement saving scheme available to all the salaried employees, is
backed by the government on which fixed interest is paid. Employee
Provident Fund is a statutory liability under Employees Provident fund

Act therefore it cannot
be distributed among partners.

47

Dissolution of a
firm

Dissolution of a firm means that the firm closes its business and comes
to an end.

48

Realization
Account:

In the event Of dissolution of a firm, all its assets are sold away and
liabilities are paid off. A Realization Account is opened in order to
find profit or loss on realisation of assets and making payment of
liabilities.

49

Realisation
Expenses

Those expenses which have been occurred in the process of doing
realisation.

50

Unrecorded assets

Assets which are not shown in the books of accounts.

UN

IT 4. ACCOUNTING FOR COMPANIES

51

One Person
Company

Section 2 (62) of the Companies Act, 2013 states one person company

is a company which has only one person as a member. Rule 3 of the

Companies (In Corporation) Rules, 2014 provides that (i) only on

Indian citizen resident in India can form one person company (ii) Its

paid up capital is not more than 50 lakhs; (iii) Its Average annual

turnover should not exceed Rs. 2

crores; (iv) It cannot carry out Non banking financial Investment
activities.

52

Share

A share is unit ot capital. Shares represent ownership of a company

53

Share capital

Capital raised by issue of shares is called share capital. Share capital is
the
money invested in a company by the shareholders.

54

Authorized Capital

Registered, Authorized or Nominal Capital is the maximum amount of
share capital which a company can raise by way of public subscription.
It is stated in Memorandum of Association.
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55 | Preference shares | The shares which get preferential right in respect of :
(a) Right of dividend
(b) Repayment of capital on winding up of the company.

56 | Equity shares The shares which are not preference shares are called equity shares

57 | Minimum It is the minimum amount stated in the prospectus that must be

Subscription subscribed
by the public before an allotment of any security is made.

58 | Issued Capital This is part of authorized capital which is offered to public for
subscription.

59 | Subscribed Capital | It is that part of “issued capital” for which applications are received from
the public. The subscribed capital is allotted to the respective subscribers
as per resolution passed by the directors of the company.

60 | Called Up Capital | It is the amount of nominal value of shares that has been called up by the
company for payment by the subscriber towards the share.

Calls In arrears It is the amount which defaulter shareholders have not paid on the
amount called up by company.

Calls in advance It is the amount which is received in advance before the amount is due
from shareholders. Calls in advance is adjusted in future at the time of
relevant call.

61 | Paid Up Capital It is part of called up capital that the members of company or
shareholders have paid.

62 | Reserve Capital It is part of portion of uncalled share capital of a company which can
be called only in case of winding up of the company. It is not shown in
balance sheet.

63 | Capital Reserve It is capital profit not available for distribution as dividend. It is
represente in balance sheet of company as Reserves and Surplus under
the heading Shareholder’s Funds.

64 | Issues of Shares at | Itis issue of share at face value.

Par

65 | Issues of Shares at | It is issue of share at more than face value.

Premium
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69 | ESOP Employee stock option plan is an option given by the company to its
employees to subscribe to the shares of the company at predetermined
price which is less than market price. It will create a sense of
belongingness among employees. They will feel committed towards the
company. Itis a
kind of non cash incentive to the employee.

70 | Over Subscription | Over Subscription of Shares When the number of shares applied for, is
more than the number of shares offered for subscription, the shares are
said to be oversubscribed.

71 | Under Under Subscription of Shares When the number of shares applied for,

Subscription is less than the number of shares offered to the public, the shares are
said to be under subscribed.

72 | Private placement The private placement of shares is issuance of securities of a Company

of shares to a selected individual, group of individuals, corporates or group of
corporates.

73 | Debenture It is a document issued by a company under its common seal
acknowledging the debt and it also contains the terms of repayment of
debt and payment of interest at a specified rate.

74 | Redeemable Redeemable debentures are those which are redeemed or paid off after

Debentures the termination of fixed term.

75 | Convertible Convertible debentures, which can be converted into equity shares of

debentures the issuing company after a predetermined period of time.

76 | Secured Secured debentures are debentures secured by a charge on the fixed

debentures assets of the issuer company.

77 | Bearer debentures | Bearer debentures are those which are payable to the bearer. These
debentures are transferable by mere delivery. The register of debenture
holders does not have the names of the debenture holder recorded.

78 | Registered Registered debentures are recorded in the company's debenture-

debentures holders register with full details of every debenture holder.

79 | DRR A debenture redemption reserve is a provision that states that any Indian

corporation that issues debentures must create a debenture redemption
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UNIT 5. FINANCIAL STATEMENTS ANALYSIS

82 | Employees Benefit | Itincludes all expenses incurred by the company on its employees such
Expenses as:
(i) Wages, salaries, bonus etc.
(i) Leave encashment, staff welfare expenses, etc.
(iii) Contribution to employees provident fund and other funds.

83 | Finance Cost It means cost incurred by a company on its borrowings i.e., debentures
issued or loan taken by it.

84 | Financial Financial Statements analysis is a systematic process of studying the
Statements relationship among the various financial factors contained in the
analysis financial statements to have a better understanding of the working

and the financial position of a business.

85 | Liquidity Liquidity is the ability to pay short-term obligations.

86 | Horizontal In this type of analysis, figure in the financial statements for two or
Analysis more years are compared and analyzed. It helps in knowing the

trends of the business over a period of time.

87 | Vertical Analysis In this type of analysis, figures in the financial statement for a single
year are analysed. It involves the study of relationship between various
items of Balance Sheet or statement of Profit & Loss of a single year
or period. Ex: Common size statements ,ratio analysis

88 | Intra firm analysis | In this type of analysis, figures in the financial statement for a single
firm are analysed.

89 | Inter firm analysis | In this type of analysis, figures in the financial statements of different
firms are analysed.

90 | Comparative Financial Statements of two years are compared and changes in

Statement absolute terms and in percentage terms are calculated. It is a form of
Horizontal Analysis.

91 | Common Size Figures of Financial statements are converted it to percentage with
statement respect to some common base.

92 | Ratio Analysis A ratio analysis is a quantitative analysis of information contained in a
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UNIT 6. CASH FLOW STATEMENT

96

Cash flow
statement

Cash flow statement is defined as a statement showing inflows and
outflows of cash and cash equivalents from operating, investing and
financing activities during a year.

97

Cash equivalents

Cash equivalents are short-term, highly liquid investment that are
readily convertible into known amount of cash and which are subject

to an insignificant risk of change in the value e.g. short-term
investment, Short- term deposits, marketable securities, Treasury
bills, commercial papers, money market funds, money market funds.
Generally these investments have a maturity period of less than three
months.

98

Operating
activities

Operating activities are the main revenue generating activities of the
enterprises. It also includes all those transactions which are not
included in investing and financing activities.

99

Investing activities

Investing activities are those activities which related to the acquisition
(busying) and disposal (selling) of fixed assets and investment (other
than cash equivalents). It also includes income from fixed assets and
investment like rent received, interest received on investment, dividend
received on investment in shares and mutual funds.

100

Financing activities

Financing activities are those activities that result in the changes in
size and composition of the share capital (equality and preference) and
borrowed fund of the business enterprises. Generally cost related to
these funds also included in financing activities like interest paid on
loans and debentures and dividend paid on equity and preference
capital.
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Particulars

|Absolute change

Py cy (CY-PY)

% Change
= Absolute change X100
PY

i. Revenue from Operations

ii. Other Income

iii. Total Revenue (i+ii)

iv. Expenses:

Cost of Materials Consumed

Purchases of Stock-in-Trade

Changes in inventories of Finished Goods
Work-in-Progress and Stock-in-Trade
Employees Benefits Expenses

Finance Costs

Depreciation and Amortization Expenses

Other Expenses

Total Expenses

v. Profit before Tax (iii — iv)

vi. Tax

vii. Profit after tax (v — vi)

Common Size Income Statement

Particulars

PY cY PY %
=Component value X100
Net Sales

CY%

=Component value X100
Net Sales

i. Revenue from Operations

ii. Other Income

iii. Total Revenue (i+ii)

iv. Expenses :

Cost  of Materials
Consumed  Purchases of
Stock-in-Trade
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Comparative Balance Sheet

Particulars PY |CY Absolute % Change
change = Absolute changeX100
(CY-PY) PY

I. EQUITYANDLIABILITIES
1. Share holders funds

(a) Share capital

(b) Reserves and Surplus

2. Non-Current Liabilities
(a) Long-term borrowings

(b) Other Long term liabilities
(c) Long-term provisions

3. Current Liabilities

(a) Short-term borrowings

(b) Trade payables

(c) Other current liabilities
(d) Short-term provisions

TOTAL

Il. ASSETS

1. Non-Current Assets

(a) Fixed Assets

(i) Tangible assets

(i) Intangible assets

(iii) Capital work-in-progress

(iv) Intangible assets under development
(b) Non-current investments

(c) Deferred tax assets (net)

(d) Long-term loans and advances
(e) Other non-current assets

2. Current Assets

(a) Current investments

(b) Inventories

(c) Trade receivables

(d) Cash and cash equivalents

(e) Short-term loans and advances
(f) Other current assets

TOTAL
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Common Size Balance Sheet
Particulars PY CYy PY % CY %
=Component X100 | =Component X100
Total Liabilities Total Liabilities

I. EQUITYANDLIABILITIES
1. Share holders funds

(a) Share capital

(b) Reserves and Surplus

2. Non-Current Liabilities
(a) Long-term borrowings

(b) Other Long term liabilities
(c) Long-term provisions

3. Current Liabilities

(a) Short-term borrowings

(b) Trade payables

(c) Other current liabilities
(d) Short-term provisions

TOTAL

Il. ASSETS

1. Non-Current Assets

(a) Fixed Assets

(i) Tangible assets

(i) Intangible assets

(iii) Capital work-in-progress

(iv) Intangible assets under development
(b) Non-current investments

(c) Deferred tax assets (net)

(d) Long-term loans and advances
(e) Other non-current assets

2. Current Assets

(a) Current investments

(b) Inventories

(c) Trade receivables

(d) Cash and cash equivalents

(e) Short-term loans and advances
(f) Other current assets

TOTAL

Calculation Of Ratios
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2.Total Assets to
Debt Ratio

Total Real Assets
Debt

Total real assets=Total assets-fictitious assets

3.Proprietory

Shareholders funds

Shareholders’ funds=Equity

Ratio Total Real Assets
4.Interest NPBIT
Coverage Ratio Interest
Turnover 1.Inventory Cost of Rev from Oper |Cost of goods Sold=RFO-GP
Turnover Average Inventory Average stock=
Ratio (Open Stock+Cl.Stock
2
2.Receivables Net  Credit RFO | Net Credit RFO =Total sales-Returns-Cash
Turnover Average Receivables sales
Ratio Average debtors=Op.Rec+Cl.Rec
2
3.Payables Net Credit Purchasesl Net Credit Purchases =Total
Turnover Average Payables purchases-Returns-Cash purchases
Ratio Average Payables=Op.Payables+Cl.Pay
2
4.Working RFO Working Capital=CA-CL
Capital . Working Capital
Turnover Ratio
Profitability | 1.Gross Profit Gross ProfitX100 GP= Net Sales-COGS
Ratio RFO
2.Net Profit Ratio | Net Profit X100
RFO
3.0perating Ratio | CRFO+OperatExpX 100| Operating Exp=0Office and Adm Exp+
RFO Selling and Distribution Exp
4.0Operating Profit| Operating Profit X 100 | Operating Profit=GP-Operating Exp or
Ratio RFO NP+Non-operating Exp- Non-operating
profit
5.Return  on NPBIT X100 Capital Employed=Debt+Equity
Investment

Ratio

Capital Employed




I

L ACCOUNTANCY

]

|

MODEL PAPER-1 2019-20
CLASS: X1
SUBJECT: ACCOUNTANCY (055)
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Chapters VSA SA-I SA-11 LA-I LA-II Total

1 Mark 3 Marks | 4 Marks 6 Marks 8 Marks
Not for Profit |1 1 1 10
Org.
Accounting for | 8 2 1 1 30
Partnership Firm
Accounting  for | 5 1 1 1 20
Companies
Analysis of | 4 2 12
Financial
Statements
Cash Flow | 2 1 8
Statement
Total 20 2 5 3 2 (32)80
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KENDRIYA VIDYALAYA SANGATHAN
MODEL PAPER -1-2019-20
CLASS: X1
SUBJECT: ACCOUNTANCY
TIME:3 HOURS MAX. MARKS:80

General Instructions:
(1) This question paper contains two parts A and B
(i) Both Part A and Part- B are compulsory.
(i) All parts of the questions should be attempted at one place.

(iv)  Show your workings clearly wherever necessary.

PART A: ACCOUNTING FOR NPO, PARTNERSHIP FIRMS AND COMPANIES
(60 MARKS)

1. | Partnership deed is also called.....
@ Prospectus
(b) Avrticle of association

(c) Principles of partnership 1
(d) Articles of partnership
D
2. | Sacrificing ratio:
(@) New ratio — old ratio (b) old ratio — new ratio 1
(b) Old ratio — gaining ratio (d) gaining ratio — old ratio
B 1

3. | Aand B are partners sharing profits and losses in the ratio of 5:4. C is admitted for 1/5™ 1
share. A and B decided to share equally in future. Sacrificing ratio will
be: (a) 5:4 (b) 2:7 (c) 7:2 (d)1:1

C 1
4. | An unrecorded asset was valued at RS 1,00,000. On firms dissolution, it was sold for
52%. Realisation account will be credited with: 1

€)] Rs 52,000 (b) RS 48,000 (c) Rs 1,00,000 (d) none of the above.

A

5. | P,Q and R were partners sharing profits in the ratio 2:2:1. Q retires and the new profit
sharing ratio of P and R will be 3:1. Gaining ratio will be:
(@) 1:7 (b) 2:1 (c) 1:2 (d)7:1
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D

Which of the following is NOT true in relation to goodwill?
(@) It is an intangible asset
(b) It is fictitious asset
(c) It has a realisable value
(d) none of the above.

B

When the balance sheet is prepared after the new partnership agreement, the asset and
liabilities are recorded at:

@) Historical cost

(b) Current cost

(© Realisable value

(d) Re-valued figures.

D

If date of drawings of the partner’s is not given in the question, interest is charged for how
much time
(@) 1 month (b) 3 months (c) 6 months (d) 12months

C

Is accounted as a capital receipt and added to capital fund. It is not

accounted is income because it is a one-time payment.

Life membership Fee

10

Expand ESOP.

Employees Stock Option Plan

11

Name the ‘Uncalled Capital’ which is called up only on winding up of the
company

Reserve Capital

12

Debenture holders are treated as:
a. Customers of the company
b. Vendors of the company
c. Owners/Shareholders of the company

d. Lenders of the company

D

13

At what rate of interest company pays calls in arrear?
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10% p.a.

14

The liability of share holders of a public limited company is limited to:
A. paid up value of shares B. nominal value of shares
C. extent of private assets D. called up share capital

B

15

A company forfeited 500 shares of Rs.10 each issued at a premium of Rs. 3 per share, for
nonpayment of first call money of Rs. 3 per share. The final call of Rs. 2 per share has not
been made. Half of the forfeited shares were reissued at Rs. 2,500 fully paid. Pass the

necessary journal entries in this respect.

Share capital Alc ....Dr. 4,000
To Share firstcall Alc 1,500
To Share forfeiture Alc 2,500
Bank Alc .... Dr.2,500
To Share capital A/c 2,500
Share forfeiture A/c ....Dr. 1,250

To capital Reserve Alc 1,250
(1+1+1= 3 Marks)

16

Calculate the amount of subscriptions outstanding from the following
information for the year ending 2018-19:

A club has 375 members each paying an annual subscription of Rs.1,000.
Subscriptions outstanding on 31st March 2018 ..........ccccceeiiieeiiinnne 60,000
Subscriptions received in advance on 31st March2019 ............cccccceeviiennnee. 45,000
Subscription received in advance on 31stMarch2018...............cccceeiiennee. 18,000
The Receipt and Payment Account showed a sum of Rs.3,97,500 received as
subscriptions.

3,97,500 + 18,000 — 45,000 - 60,000 = 3,10,500
Total subscription due=375 X 1,000 =3,75,000
Subscription outstanding = 3,75,000 - 3,10,500 = 64,500

17

The average net profits Expected of the firm in future are Rs. 68,000 per year and capital
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invested in the business by the firm is Rs. 3,50,000. The rate of interest expected from
capital invested in this class of business is 12%. The remuneration of the partners is
estimated to be Rs. 8,000 for the year. You are required to find out the value of goodwill
on the basis of 2 years purchase of super profits.

Average profit = 68,000-8000 = 60,000
Normal profit = 3,50,000 X 12/100 = 42,000
Super profit= 60,000 - 42,000 =18,000
Goodwill = 18,000 X 2 = 36,000

18 | X, Y and Z are partners sharing profits and losses in the ratio of 3:2:1. After the final
accounts have been prepared, it was discovered that interest on drawings @ 5% p.a. had
not been taken into consideration. The drawings of the Partners were: X Rs.15,000; Y
Rs.12,600; Z Rs.12,000. Give the necessary adjusting journal entry.
Journal Entry
Date  Particulars Amt(Dr.)
Amt(Cr.)
Z’s Capital Alc...Dr. 135
To X’s Capital Alc 120
To Y’s Capital Alc 15
(Int. on drawings omitted, Now Adjusted)
Particulars X Y Z Total
Int. on Drawings to be charged | 375 315 300 990
@ 5% p.a. for 6 months (Dr.)
adjustment of profits (Cr.) 445 330 165 990
Net adj. 120 Cr. | 15Dr. 135Cr. | -----
19 | On 1% April,2017 the following balances appeared in the books of Vinod

Limited:[4]

12% Debentures (Redeemable on 31st August, 2019)..........

Rs.20,00,000 Debenture Redemption Reserve

.................. Rs.2,00,000

The company met the requirements of Companies Act, 2013 regarding Debenture
Redemption Reserve and Debenture Redemption Investments and redeemed the
debentures. Ignoring interest on investments pass necessary journal entries for the

above transactions in the books of the company.
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Journal Entries
Statement of P/L 3,00,000
To DRR
Debenture Redemption Investment A/C Dr.  3,00,000
To Bank A/C
(Being Invested is made)
Bank A\c Dr.  3,00,000
To Debenture Redemption Investment A/c (Being
investment encashed)
12% Debentures A/c Dr. 20,00,000
To Debenture holders A/c
(Being amount due to the debenture holders)
Debenture holders A/c Dr. 20,00,000
To Bank Alc
(Being amount paid to debenture holders)
Debenture Redemption Reserve Dr. 5,00,000
To General Reserve
(Being DRR transferred to General Reserve)
20 | Following is the Receipt and Payment Account of You Bee Club for the year ended 31% 6
December, 2012:

Receipts Rs. Payments Rs.

To Balance b/d 15,000 By Salaries 16,000

To Subscriptions: By Office Expenses 3,500
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2011 6,000 By Sports Equipment 34,000
2012 35,000 By Telephone Charges 2,400
To Donations 5,000 By Electricity Charges 3,200
To Entrance Fees 8,000 By Travelling Expenses 6,500
By Balance c/d 3,400
69,000 69,000

Additional Information:
@ Outstanding Salaries Rs.4,000.
() Outstanding Subscription for 2012 Rs.5,500.
(© Depreciate Sports Equipment by25%.
Prepare Income and Expenditure Account of the Club from the above particulars.

Income and Expenditure A/c for the year ended31st December,2012

Expenditure Rs. Income Rs.
ToSalaries 16,000 By Subscriptions35,000
Add: outstanding4,000 20,000 | Add: Outstanding5,500 40,500
To Office Expenses 3,500 | By Donations 5,000
To Depreciation on Sports By Entrance Fees 8,000
Equipments 8,500
To Telephone Charges 2,400
To Electricity Charges 3,200
To Travelling expenses 6,500
To Surplus 9,400

53,500 53,500

(6 Marks)

21

Ishu and Nishu are partners share profits and losses in the ratio of 3:2. They have decided | 6

to dissolve the firm. Assets and external liabilities have been transferred to Realisation

AJc. Pass the Journal entries to effect the following:

a) Bank Loan of Rs. 20,000 is paid off.

b) Ishu was to bear all expenses of realisation for which she is given a commission of
Rs. 600.

c) Machinery worth Rs. 5,000 was taken over by Nishu at Rs.4,700.

d) Deferred Advertisement Expenditure A/c appeared in the books t Rs.10,000.

e) Anunrecorded Machinery realized Rs.15,000

f)  There was an outstanding bill for repairs for Rs. 2,100 which was paid off.

Journal Entries
a) Realisation A/c ....Dr. 20,000
To Bank/Cash Alc 20,000




| |

L ACCOUNTANCY [

2

b) RealisationA/c ...Dr. 600 |

To Ishu’s Capital Alc 600
¢) Nishu’s Capital Alc ...Dr. 4,700

To Realisation A/c 4,700
d) Ishu’s Capital A/c ....Dr. 6,000

Nishu’s Capital Alc ...Dr. 4,000

To Deferred Adv. Exp. Alc 10,000
e) Bank/Cash Alc ...Dr. 15,000

To Realisation A/c 15,000
f) Realisation Alc ...Dr. 2,100

To Bank/Cash Alc 2,100

22

P and R are partners sharing profits in the ratio of 3:2. On 31% March, 2012 their Balance

Sheet was : 8
Liabilities Assets

Capitals A/c’s Furniture 15,000

P ; 35,000 Machinery 33,000

R : 30,000 65,000 Stock 23,000

\Workman Compensation Fund 10,000 Investments 20,000
Creditors 36,000 Debtors 19,000
Bank Loan 9,000 Less:PDD 2,000

Cash 17,000

12,000

1,20,000 1,20,000

They decided to admit Q into the partnership for 1/4" share in the profits on the following

terms:

a) Q brings Rs. 23,450 as his Capital. He also brings Rs. 7,000 in cash as his share of

Goodwill.
b) Depreciate Stock by 5% and Furniture by10%.

¢) An outstanding bill for repairs Rs. 1,000 will be brought in the books.

d) Debtors are all good.

e) Half of the investments were to be taken over by P and R in their profit sharing

ratio at book value.
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f) Bank loan is paid off.
g) Partners agreed to share future profits in the ratio 0f3:3:2.
Prepare the Revaluation Account, Partners’ Capital Accounts and the Balance Sheet of the

new firm.

OR

Bhavin, Ankit and Kartik were equal partners. Their Balance Sheet as at 31% March 2012
was :

BALANCE SHEET as at 31 March, 2012

Liabilities Amount (Rs.) Assets Amount (Rs.)

Creditors 60,000 |Cash 18,000

Reserve 30,000 |Stock 20,000

Profit and Loss A/c 6,000 |Furniture 28,000

Capital Alc: Debtors 45,000

Bhavin : 60,000 Less : Provision for

Ankit : 40,000 Bad debts 5,000 40,000

Kartik ;30,000 1,30,000 |Land & Building 1,20,000
2,26,000 2,26,000

a) Goodwill of the firm was valued at Rs. 30,000.

b) The Provision for Bad Doubtful debts to be maintained @ 10 % on Debtors.

¢) Land and Buildings to be increased to Rs.1,42,000.
d) Furniture to be reduced by Rs.6,000.
e) Rent outstanding (not provided for as yet) was Rs.1,500.

Ankit retired on 1% April, 2012. Bhavin and Kartik decided to continue the business as
equal partners on the following terms:

Prepare the Revaluation Account, Partners’ Capital Accounts and the Balance Sheet.
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Revaluation A/c

Particulars Amount (Rs.) Particulars Amount (Rs.)
Furniture 6,000 [Land & Building 22,000
Rent Outstanding 1,500 Provision for bad 500
Capital A/c (profit) debts
Bhavin 5,000
Ankit 5,000
Kartik 5,000 15,000

22,500 22,500
Partner’s Capital A/c
Particulars Bhavin | Ankit | Kartik Particulars Bhavin | Ankit Kartik
Ankit’s Cap. | 5,000 ---- | 5,000 |Balance b/d 60,000 |40,000 30,000
Al ---- 167,000 ---- |Reserve 10,000 {10,000 10,000
ANKIt's Loan |75 000 | ---- | 42,000 [Profit & Loss Alc | 2,000 | 2,000 2,000
B::nce o/d Reval-uation Alc 5,000 | 5,000 5,000
Bhavin’s Cap. ---- | 5,000
Kartik’s Cap. Alc ---- | 5,000
77,000 |67,000 | 47,000 77,000 |67,000 47,000
Balance Sheet of Bhavin and Kartik
Liabilities Amount (Rs.) Assets Amount (Rs.)
Creditors 60,000 |Cash 18,000
Rent Outstanding 1,500 |Stock 20,000
Ankit’s Loan A/c 67,000 |Furniture 22,000
Capital Alc: Debtors 40,500
Bhavin 72,000 |Land and Building 1,42,000
Kartik 42,000
2,42,500 2,42,500
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OR

Revaluation A/c

Particulars Rs. Particulars Rs.
Furniture A/c 1,500 By Pro. for Dout. Debts 2,000
Stock Alc 1,150 By Cap A/c (Loss)
Outstanding Bill for Repairs P 990
1,000 |R 660 1,650
3,650 3,650
Partner’s Capital Al/c
Particulars P R Q Particulars P R Q
Rev. Alc 990 660 --- |Balance b/d 35,000 {30,000
Invest. 6,000 | 4,000 --- |W. C. Fund 6,000 | 4,000
Balance c/d 40,310 | 30,040 | 23,450 |Cash - | 23,450
Premium 6,300 700
47,300 | 34,700 | 23,450 47,300 (34,700 | 23,450
Balance Sheet of P, R and Q
Rs. Assets Rs.
Liabilities
Capital Alc Machinery 33,000
P 40,310 Stock 21,850
R 30,040 Debtors 19,000
23,450 | 93,800 |Furniture 13,500
Creditors 36,000 |Investments 10,000
Outstanding Bill for Repairs 1,000 |Cash 33,450
1,30,800 1,30,800
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XYZ limited invited Application for 1,00,000 equity shares of Rs.10 each at a premium of
25%. The amount was payable as follows:

Onapplication Rs.5
On allotment Rs.5 (including premium)
On First and Final Call Balance

Application for 1,50,000 shares were received. Pro rata allotment was made for all
applicants. All the money was duly received except the allotment and first and final call on
200 shares held by Mr. K. His shares were forfeited. All the forfeited shares were reissued
at Rs.9 per share fully paid. Pass journal entry in the books of company.

OR
Saraswati Ltd. invited applications for 2,00,000 equity shares of Rs. 100 each issued at a
premium of Rs. 10 per share. The amount was payable as follows:
On application Rs. 40 (including premium), on allotment Rs. 30 per share and the balance
on first and final call.
Applications for 3,00,000 shares were received. Applications for 40,000 shares were
rejected and pro-rata allotment was made to the remaining applicants. Over payment on
applications were adjusted towards sums due on allotment. Jasmeet who was allotted 2,000
shares failed to pay the allotment and first and final call money. Her shares were forfeited.
The forfeited shares were reissued at Rs. 90 per share fully paid-up to Somali. Pass the
journal entries in the books of the company.

a) Bank A/c ....Dr. 7,50,000
To Share application A/c 7,50,000

b) Share application A/c ....Dr. 7,50,000
To Share capital A/c 5,00,000

To Share allotment A/c 2,50,000

¢) Share allotment A/c ....Dr. 5,00,000
To Share Capital Alc 2,50,000

To Securities premium 2,50,000
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d) Bank A/c ....Dr. 2,49,500 —

To Share allotment A/c 2,49,500
e) Share First & Final call A/c....Dr. 2,50,000

To Share Capital Alc 2,50,000
f) Bank Alc ....Dr. 2,49,500

To Share Share First & Finalc all A/c 2,49,500
g) Share capital A/c ....Dr. 2,000
Securities premium ....Dr. 500
To Share Forfeiture Alc 1,500

To Calls in arrear Al/c 1,000
h) Bank Alc ....Dr. 1,800

Share forfeiture A/lc ... Dr. 200

To Share Capital Alc 2,000
i) Share Forfeiture A/c ....Dr. 1,300

To Capital Reserve Alc 1,300

(1 mark for each correct entry)
OR

Journal entries in the books of Saraswati Ltd.

Bank Alc ....Dr.1,20,00,000

To Share Application A/c 1,20,00,000 (%2)
Share Application A/c ....Dr. 1,20,00,000

To Share Capital Alc 60,00,000

To Securities Premium Alc 20,00,000

To Share Allotment A/c 24,00,000
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To Bank Alc 16,00,000 (1/2) -
Share Allotment A/c .... Dr.60,00,000
To Share Capital A/c 60,00,000 Q)
Bank Alc .... Dr.35,64,000
To Share Allotment A/c 35,64,000 1)
OR
Bank Alc .... Dr.79,20,000
To Share First and Final Call A/c 79,20,000 Q)
or
Share Capital A/c ....Dr. 2,00,000
To Share Allotment A/c 36,000
To Share First and Final Call A/c 80,000
To Share Forfeiture A/c 84,000 Q)
or
Share Capital A/c ....Dr. 2,00,000
To Calls in Arrear Alc 1,06,000
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To Share Forfeiture A/c 84,000
Bank Alc ....Dr. 1,80,000
Share Forfeiture A/c ....Dr. 20,000
To Share Capital A/c 2,00,000 Q)
Share Forfeiture A/c ....Dr. 64,000
To Capital Reserve Alc 64,000 1)
PART B: FINANCIAL STATEMENTS ANALYSIS
(20 MARKS)
24 | State whether cash deposited in bank will result in inflow, outflow or no flow of cash
while preparing Cash Flow Statement.
No Flow
25 | Under which type of activity will you classify *Sale of shares of another company” while
preparing the Cash Flow Statement.
Investing Activity.
26 | Which of the following is not the Tool of Financial Statement Analysis
@ Common Size Statement
() Revaluation Alc
(© Cash Flow Statement
d Accounting Ratio
B
27 | Under which Major head and sub head in balance sheet of company one can show
Debentures
@ Share holder fund and Share Capital
() Non Current Liability and Other Non-Current Liability
© Non Current Liability and Long Term Borrowing
(d) Current Liability and Other Current Liability
C
28 | The process of comparing various financial factors of a company over a period of time is

knownas ..................

(A) Inter-firm comparison
(B) Ratio Analysis

(C) Intra-firm comparison
(D) Inter-industry comparison




| | 2

L ACCOUNTANCY [

N——— e’
N C——

T QR g
it fremem ¥

C

29

A business had its current ratio of 3:1. If they pay some of their current liability then it will
their Current Ratio.

Increase

30

The current liabilities of a company are Rs. 3, 50, 000. Its Current ratio is 3 and liquid ratio
is 1.75. Calculate the amount of Current assets, Liquid assets and Inventory.

OR
A company’s Stock Turnover Ratio is 5 times; Stock at the end is Rs. 10,000 more than
that in the beginning. Sales (all credit) are Rs. 4,00,000. Rate of Gross Profit on cost %a.
CurrentLiabilitiesRs.1,20,000;QuickRatio0.75.Calculate the amount of Current
Assets.

Current Ratio= current assets / current liabilities
3 = current assets/ 3, 50,000
Current assets = 3 x 3,50,000
=10, 50,000
Liquid ratio = liquid assets / current liabilities
1.75 = liquid assets / 3, 50,000
Liquid assets = 1.75 x 3, 50,000
=6, 12,500
Stock = current assets — liquid assets
=10, 50,000 - 6, 12,500
=4, 37,500
OR
Average Stock = Rs. 64,000 (1/2M)
Quick Assets= Rs. 90,000
Opening Stock= Rs. 59,000 (1/2M)
Current Assets= Rs. 1,59,000 (2 ¥2M )
Closing Stock= Rs. 69,000 (1/2M)

31

From the following information of sun Ltd., prepare a comparative income statement:
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Particulars

2018

2019

Revenue from operations
Gross profit

Administrative expenses

8,00,000
40% on sales

20% of gross profit

9,00,000

50% on sales
15% of gross profit

Income tax 50% 50%
Comparative Income statement
Particulars 2018 2019 Absolute o Change
Change
Revenue from operations 8,00,000 |  9,00,000 1,00,000 12.50
Less: cost of Revenue from operations | 480,000 | 4.50,000 30,000 6.25
Gross profit 3,20,000| 450,000 1,30000| 40-63
Less Administrative expenses 64,000 67,500 3,500 .41
Net profit before tax 256,000 | 382500 126500 4941
49.41

Less: Income tax 1,28,000 |  1,95,250 63,250

1,28,000 | 1,95,250 63,250 | 4941

Net profit after Tax

(Provide ¥ for each correct step)
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The summarized Balance Sheets of Samridhi Ltd. as at 31% March 2014 and 2015 are :

£

Particulars Note No. 31.03.2014 31.03.2015
EQUITY AND LIABILITIES
1. Shareholders’ Funds
. 4,50,000 4,50,000
Share Capital
Reserves and Surplus :
3,00,000 3,10,000
General Reserve
56,000 68,000
Balance of Statement of P/L
2. Non-Current Liabilities 2,70,000
Mortgage Loan -
3. Current Liabilities
1,34,000
Trade Payables (Creditors) 1,68,000
10,000
Short term provisions :Provision 75,000
for Taxation
TOTAL 10,49,000 12,42,000
ASSETS
1. Non Current Assets
Fixed Assets(Tangible) 4.00.000 3.20.000
Non-Current Investments 50.000 60.000
2. Current Assets
Inventories(Stock)
2,40,000 2,10,000
Trade Receivable (Debtors)
2,10,000 4,55,000
Cash and Cash Equivalents
1,49,000 1,97,000
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TOTAL

10,49,000

12,42,000

Additional Information :

a) Tax paid during the year was Rs.74,000

You are required to prepare the Cash Flow Statement.

Investment costing Rs. 8,000 were sold during the year 2014-15 for Rs. 8,500

b) During the year, part of the fixed assets costing Rs. 10,000 was sold for Rs.
12,000 and the profit was included in Statement of Profit and Loss.

Cash Flow Statement

Working Notes :

Fixed Assets A/c
Balance b/d 4,00,000 | Cash (Sale) 12,000
Profit & Loss A/c (profit) 2,000 | Depreciation (Bal. Fig) 70,000
Balance c/d 3,20,000
4,02,000 4,02,000
(1 mark)
Investments Alc
Balance b/d 50,000 |Cash (Sale) 8,500
Profit & Loss A/c (profit) 500 |Balance c/d 60,000
Cash (Purchase) (Bal fig.) 18,000
68,500 68,500

(1 mark)




Particulars Amount (Rs.) Amount (Rs.)

Cash Flow from Operating Activities :
Profit Before Tax 31,000
Add : Non Cash &Non Operating Exps I

Depreciation WWWM

1,01,000

Less : Non Operating Income

Profit on sale of Fixed Assets 2,000

Profit on sale of Investments 500 2,500
OPERATING PROFIT BEFORE WORKING CAPITAL CHANGES 98,500
Changes in Working Capital :

Decrease in Creditors (34,000)

Increase in Debtors (2,45,000)

Decrease in Stock 30,000 (2,49,000)
CASH USED IN OPERATING ACTIVITIES (1,50,500)

Less : Tax Paid 74,000

NET CASH FLOW FROM OPERATING ACTIVITY (2,24,500)
Cash Flow from Investing Activity :

Sale of Fixed Asset 12,000

Sale of Investments 8,500

Purchase of Investments (18,000)

NET CASH FLOW FROM INVESTING ACTIVITY 2500
Cash Flow from Financing Activity :

Raising of Loan 2.70,000

NET CASH FLOW FROM FINANCING ACTIVITY 270,000
NET CASH INCREASE 48,000
Add : Opening Balance of Cash and Cash Equivalents 1,49,000
Closing Balance of Cash and Cash Equivalents 1,97,000
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CLASS: X1
SUBJECT: ACCOUNTANCY (055)
BLUE PRINT
UNITS VSA [SA |SA |LA |LA |[TOTA
M) | (3M) | (4M) | (6M) | (8M) | L
SART A | ACCOUNTING FOR NOT FOR PROFIT ORGANISATION, PATNERSHIP FIRMS AND
COMPANIES
FINANCIAL STATEMENT OF NOT
UNIT'L 1 £oR PROFIT ORGANSIATION 11 16) 3(10)
UNIT2 | ACCOUNTING FOR PARTNERSHIP | g7 2@ |16 |10 | 1200
UNIT 3 | ACCOUNTING FOR COMPANIES | 5(1) | 1(3) | 1(4) 1(8) | 8(20)
PART B | FINANCIAL STATEMENT ANALYSIS
ANALYSIS ~ OF  FINANCIAL
UNIT4 1 sTATEMENTS 4(1) 2(4) 6(12)
UNIT5 | CASHFLOW STATEMENT 21) 1(6) 3(8)
o) |23 5@ |36) |28) | 32(80)




| | 2

L ACCOUNTANCY [

KENDRIYA VIDYALAYA SANGTHAN
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CLASS: Xl
SUBJECT: ACCOUNTANCY (055)
TIME:3HRS MM: 80

PART A:

Q.1 D Ltd invited applications for issuing 10, 00,000 equity shares of Rs 10 each. The [1]
public applied for 8, 50,000 shares. The company can proceed for the allotment of
shares. State TRUE OR FALSE

Q2 Interest on capital is calculated on the: [1]
(a)Opening capital (b) Closing capital
(c)Average Capital (d) Closing capital less drawings.

Q3 If date or drawings of the partner is not giving in the questions interest is charged for | [1]

how much time?
(a)1 month (b) 3 months (c) 6 months (d) 12 months

Q4 Amount collected as premium on securities cannot be utilised for: [1]
A)lssuing fully paid bonus shares to the members

B) Purchase of fixed assets

C)Writing off preliminary expenses

D)Premium payable on redemption of preference shares

Q5 Give two circumstances in which the fixed capital of partners may change. [1]
Q6 Lata and Asha were partners having equal profit sharing ratios. This ratio has been [1]
changed to 3:2. Calculate the sacrificing and gaining ratio of partners
a) 1/10
b) 2/10
c) 3/10
d) None of these
Q7 Issue of debentures as additional security also known as............... [1]
Q8 Anurag Ltd decided to issue 50,000 equity shares. It gave its directors and [1]
employees right to buy 10,000 of the above shares. Name the type of issue.
Q9 Goodwill iS.......cceevueeeee asset. [1]

a) Intangible assets.
b) Fictitious assets.
c) Liability.

d) None of these.

Q10 Debenture interest is paid, [1]
(@) At a pre determined rate
(b) At variable rate
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(c) At a rate based on the net profit of the company
(d) At a rate as determined by the company from time to time

Q11 | Aand B share profits and losses in the ratio of 3:1, C is admitted into partnership for | [1]
1/4 share. The sacrificing ratio of A and B is:

(a)Equal (b)3:1
(c)2:1 (0)3:2
Q12 X, Y and Z shared profit as 3:2:1 On April 1%, 2007 they decide to share future [1]

profits equally. Goodwill was valued on date Rs. 24,000. Give necessary journal
entry to give effect to change in profit sharing ratio

Q13 In the absence of any information regarding the acquisition of share in profit of the | [1]
retiring/deceased partner by the remaining partners, it is assumed that they will
acquire his/her share.

(a) Old profit sharing ratio (b) New profit sharing ratio

(c)Equal ratio (d) None of these

Q14 | During the year 2017 a club received 1,00,000 as entrance fees. According to | [1]
accounting policy for the club 40% of the entrance fees is to be capitalized. How
much amount of entrance fee is shown in Income and Expenditure A/c?

Q 15 | Alpha Ltd. issued 5,000, 9% debentures of Rs. 500 each. Pass the necessary journal | [3]
entries for the issue of Debentures in the books of the company in the following
case:-When the debentures are issued at 5% premium and redeemable at
10%premium
OR

Ram Ltd purchased a running business of Laxman Ltd for a sum of Rs 5, 00,000
payable as Rs 60,000 by Bank Overdraft and balance by fully paid equity shares of
Rs 10 each at 10% premium. Following assets and Liabilities are taken over: Plant
Rs1, 80,000; Building Rs 1, 80,000; Debtors Rs 60,000; Stock Rs 1, 00,000; Cash
Rs 40,000; Sundry Creditors Rs 40,000. Journalise the transactions.

Q16 | A club has 500 members each paying annual subscription of 100 received in | [3]
advance for the current year 10,000.Subscription received during the year<
30,000. Calculate the amount of outstanding subscription.

Q17 Rise LTD had issued 40000, 8% Debentures of Rs.100 each. Redeemable on 31° [4]
march 2019. It was decided to invest 15% of the face value of debentures to be
redeemed towards debenture redemption investment on 30" April 2018. Investments
were encashed and Debentures were redeemed on due date. Record the journal
entries for redemption of debentures

Q18 Ram and Shyam started a partnership business on 1st April, 2018. Their capital | [4]
contributions were Rs. 2,00,000 and Rs. 1,50,000 respectively. The partnership deed
provided:

I. Interest on capitals @10%p.a.
il. Ram, to get a salary of Rs.2,000p.m. and Shyam Rs.3,000 p.m.
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iii. Profits are to be shared in the ratio of 3:2.
The profits for the year ended 31st March, 2019 before making above appropriations
were Rs. 2,16,000. Interest on Drawings amounted to Rs. 2,200 for Ram and Rs.
2,500 for Shyam. Prepare Profit and Loss Appropriation Account.

Q19 |a Ganeshwho isa partner in a firm withdraw the following amount during the [4]
year 2018-19:

i. April 30 18,000
il. June 30 12,000
iii.  September 30 24,000
iv. December 31 9,000
v. January3l 15,000

As per partnership deed Interest on drawing is to be changed @ 6% P.A. the
Accounts are closed on 31% March. Calculate the amount of Interest on Drawing.

b. P and Q are partners sharing profits and losses in the ratio of 3:2. On 1% April
2018 their capital balances were Rs.50,000 and 40,000 respectively. On 1% July
2018 P brought Rs.10,000 as his additional capital whereas Q brought Rs.20,000 as
additional capital on 1% October 2019. Interest on capital was provided @ 5% p.a.
Calculate the interest on capital of P and Q on 31 March 2019.

Q20 | From the following Receipts and Payment Account of Pioneer Cricket Club and | [6]
from the information supplied, prepare Income and Expenditure Account for the
year ended 31% March,2016.
RECEIPTS AND PAYMENTS ACCOUNT
For the year ended 31 March, 2016

Receipts 4 Payments 3
To Balance b/d By Salaries 11,000
Cash 3,520 By Match Expenses 13,240
Bank 27,380 By Maintenance 6,820
6% Fixed Deposit 30,000 60,900 | By Crockery 2,650
To Subscriptions(including By Conveyance 820
36,000 for2014-15) 40,000 | By upkeep of Lawns 4,240
To Entrance fees 2,750 By POStage and 1,050
To Donation 5,010 Stationery 9,720
To Interest on fixed deposits 900 | By Cricket Goods 2,000
To Tournament fund 20,000 By Sundry EXpenSES 5,700
To Sale of crockery 2 000 gy ?vestment . 18,800

: y Tournament Expenses
(Book value ¥1,200) By Balance C/d

Cash 2,200
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Bank 23,320
6%Fixed Deposit 30,000 | 55,520
1,31,560 1,31,560
Additional Information:
a8 Salary outstanding is 1,000
b) Opening balance of stock of postage and stationery and cricket goods is 750
and 3,210 respectively. Closing stock of the same is <900 and 2,800
respectively.
Outstanding subscriptions for 2014-15 and 2015-16 are < 6,600 and <
8,000respectively.
Q21 | Pranav, Karan and Raghu were partners in a firm sharing profits and losses in the [6]
ratio 2:2:1. On 31 March 2019 their balance sheet was as follows:
LIABILITIES AMOUNT | ASSETS AMOUNT
Creditors 3,00,000 | Fixed Assets 4,50,000
General Reserve 1,50,000 | Stock 1,50,000
Capitals: Debtors 2,00,000
Pranav  2,00,000 Bank 1,50,000
Karan  2,00,000
Raghu 1,00,000 5,00,000
9,50,000 9,50,000
Karan died on 12.06.2019. According to the partnership deed, the legal
representatives of the deceased partner were entitled to the following:
1) balance in his capital account
if)Interest on capital @ 12% p.a.
Share of Goodwill. Goodwill of the firm on karan’s death was valued at Rs 60,000.
iii) Share in the profit of the firm till date of his death , calculated on the basis of last
year’s profit. The profit of the firm for the year ended 31.03.2019 was Rs5,00,000.
Prepare Karan’s capital account to be presented to his representatives.
OR
Pass journal entries on the dissolution of a partnership firm of VVarun and Atyan who
share their profit in ratio 2:1 in the following cases:
)] Varun agreed to pay off his brother’s loan Rs5,000
i) Debtors realized Rs.6000
i) Aryan book over all the investment at Rs.6000
iv) Sundry creditors Rs 10,000 were paid at 5%discount
V) Realization expenses amounted to Rs.1000
vi) Loss on realization was Rs.5100
Q22 | A &B are partners sharing in the ratio 3:2 and their Balance Sheet is as follows: [8]
Liabilities Amount Assets Amount
Creditors 3600 | Cash 1000
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The other terms of agreement on C’s admission were as follows:
C will bring Rs. 10000 as Goodwill and Rs15000 as Capital.
a) Building will be valued at Rs. 18500 and Machinery at Rs.5000.
b) A provision of 5% will be credited on Debtors for Bad Debts.
Capital Accounts of A and B will be adjusted as per C’s Capital his profit sharing
ratio is ¥4 in the new firm. Prepare Revaluation Account, Partner’s Capital
Account and the Balance Sheet of A,B &C.
OR
Riya and Priya are partners, who share profit in the ratio of 3:2. Following is the
Balance sheet as on March 31, 20109.

Liabilities Amount | Assets Amount
Riya’s Capital 32,500 | Cash at Bank 40,500
Priya’s Capital 11,500 | Stock 7,500
Sundry Creditors 48,000 | Debtors 21,500
Reserve Fund 13,500 | Less:PDD 500 21,000
Fixed Assets 36,500
1,05,500 1,05,500

The firm was dissolved on March 31, 2019.

Close the books of the firm with the following:

a) Debtors realized at a discount 0f10%

b) Stock realized at Rs. 7,000

c) Fixed assets realized at Rs.40,000

d) Realisation expenses of Rs. 1,500 paid by Riya

e) Creditors were paid 10% less. Prepare necessary accounts.

Bills Payable 2000 | Debtors 3400
General Reserve 2400 | Stock 2400
Capital Machinery 4200
A 15000 | Building 20000
B 8000

31000 31000

Q23

Mamta Ltd. invited applications for issuing 10,00,000 equity shares of Rs. 10 each
at a premium of Rs. 2 per share. The amount was payable as follows:

On Application Rs. 5 (Including Premium)

On Allotment Rs. 4

On First and Final Call Rs. 3

Application for 15,00,000 shares were received. Application for

3,00,000 share were rejected and pro-rata allotment was made to the remaining
applicants. Excess application money was utilized towards sums due on allotment.
Anita who had applied for 24,000 shares failed to pay the allotment and call money.

[8]




| l 2

L ACCOUNTANCY [

= i
et faremem wes

Her shares were forfeited. Out of the forfeited shares 10,000 shares were re-issued
for Rs. 8 per share fully paid up. Pass necessary journal entries in the Books of
Mamta Ltd.
OR
Alka Ltd. invited applications for issuing 75,000 equity shares of Rs. 10
each. The amount was payable as follows:

On Application and Allotment Rs. 4 per share
On First Call Rs. 3 per share
On Second and Final Call Balance

Applications for 1,00,000 shares were received. Shares were allotted to all
the applicants on pro-rata basis and excess money received with applications was
transferred towards sums due on first call. Vibha who was allotted 750 shares failed
to pay the first call. Her shares were immediately forfeited. Afterwards the second
call was made. The amount due on second call was also received except on 1,000
shared applied by Monika, Her shares were also forfeited. All the forfeited shares
werere-issued to Usha for Rs.9 as fully paid up.Pass necessary journal entries in
the books of Alka Ltd. for the above transactions.

PART B

Q24 | When can ‘Receipt of Dividend’ be classified as an operating activity? [1]

Q25 | Under which major head and sub head Interests calls in advance is shown in the [1]
company balance sheet?

Q26 | Which of the following is considered to be as cash equivalent? [1]
a) Marketable securities
b) Debtors

c) Investment

d) Bill of exchange

Q27 1. Quick ratio is 1.8:1, current ratio is 2.7:1 and current liabilities are Rs 60,000. [1]
Determine value of stock.
a) Rs 54,000

b) Rs 60,000

0) Rs 1,62,000

d) None of the above

Q28 | Liquid ratio is also known as [1]
a) Quick ratio

b) Acid test ratio

¢) Working capital ratio
d) Stock turnover ratio
a)A and B

b)Aand C

c)Band C

d)Cand D

Q29 Which Ratios help to assess the short term Solvency of a business? [1]
(A)Liquidity ratios
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(B) Solvency Ratios
(C) Profitability Ratios
(D)Turnover Ratios

Q30

For the year ended March 31, 2017, Net Profit after tax of K X Limited was Rs. | [4]

6,00,000. The company has Rs. 40,00,000 12% Debentures of Rs. 100 each.
Calculate Interest Coverage Ratio assuming 40% tax rate. State its significance also.
Will the Interest Coverage Ratio change if during the year 2017-18, the company
decides to redeem debentures of Rs. 5,00,000 and expects to maintain the same rate

of Net Profit and assume that the Tax rate will not change.

d X Ltd. has a current ratio of 3.5:1 and quick ratio of 2:1. If excess of current
assets over quick assets represented by Inventory is Rs. 24,000, calculate current

assets and current liabilities.

OR

b) From the following information, calculate Inventory Turnover Ratio.

Revenue from Operations: Rs. 4,00,000, Average Inventory : Rs. 55,000, The rate of

Gross Loss on Revenue from Operations was 10%.

Q31

Following is the Statement of Profit & Loss of X L Limited for the year ended

March 31, 2017:
Statement of Profit & Loss
for the year ended March 31, 2017

Particulars

Notes to
Accounts

2017-18
Amount
(Rs.)

2018-19
Amount
(Rs.)

Revenue from operations

50,00,000

80,00,000

Expenses:

(@) Employee Benefit
Expenses: 10 % of Revenue
fromOperations

(b) OtherExpenses

10,00,000

12,00,000

Tax Rate 40 %

Prepare Comparative Statement of Profit & Loss of X L Limited

[4]

Q32

The following is the Balance Sheet of R.M. Ltd. as at 31st March, 2019.

Prepare a Cash Flow Statement :
R.M. Ltd.
Balance Sheet as at 31st March, 2017

[6]

Particulars Note 31.3.2019 | 31.3.2018
No.

I — Equity and Liabilities

1. Shareholder’s Funds :

(a) Share Capital 5,00,000 | 10,00,000
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(b) Reserves and Surplus (Balance in Statement 7,50,000 | 6,00,000
of Profit and Loss)
2. Non-Current Liabilities :
Long-term Borrowings 1 1,00,000 | 2,00,000
3. Current Liabilities :
(a) Trade Payables 1,00,000 | 1,10,000
(b) Short-term Provisions 2 95,000 80,000
Total 25,45,000 | 9,90,000
Il — Assets :
1. Non-Current Assets :
(a) Fixed Assets :
(i) Tangible Assets 3 10,10,000 | 9,00,000
(i1) Intangible Assets 4 2,80,000 | 2,00,000
(b) Non-Current Investments : 5,00,000 —
2. Current Assets :
(a) Inventories 1,80,000 | 1,00,000
(b) Trade Receivables 2,00,000 | 1,50,000
(c) Cash and Cash Equivalents 5 3,75,000 | 6,40,000
Total 25,45,000 | 19,90,000
Notes to Accounts :
Note No. | Particulars 31.3.2019 | 31.3.2018
1. Long-term Borrowings :
9% Debentures 1,00,000 2,00,000 | |
1,00,000 2,00,000
2. Short-term Provisions :
Provision for Tax 95,000 80,000
95,000 80,000
3. Tangible Assets :
Plant and Machinery 12,10,000 | 11,40,000
Accumulated Depreciation | (2,00,000) | (2,40,000)
10,10,000 9,00,000
4, Intangible Assets :
Goodwill 2,80,000 2,00,000
2,80,000 2,00,000
5. Cash and Cash Equivalents :
(1) Cash in Hand 70,000 3,50,000
(if) Bank Balance 3,05,000 2,90,000
3,75,000 6,40,000

Additional Information :

(i) During the year, a machine costing Rs.80,000 on which accumulated depreciation

was Rs.50,000 was sold forRs.30,000.

(i1) 9% Debentures were released on 31st March,2019.
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MODEL PAPER-I11 2019-20
CLASS XIlI
ACCOUNTANCY
TIME:3 HRS MM:80
PART A:
1 FALSE [1]
(REASON: The Company cannot precede with allotment as minimum subscription amount
(i.e. 90% of issued shares) has not been applied by the public.)
2 | a) Opening Capital [1]
3 | Csix months [1]
4 B) Purchase of fixed assets [1]
5 I ) When additional capital is introduced by the Partners. [1]
i) When a part of the capital is permanently withdrawn by the Partners.
6 | (A)1/10 [1]
7 | Collateral security. [1]
8 | Right issue [1]
9 | Alintangible asset [1]
10 | (a) At a predetermined rate [1]
11 |B3:1 [1]
12 || Date | PARTICULARS L. | Amt. Amt. [1]
F | Dr. Cr.
Z’s Capital Alc Dr. 4,000
To X’s Capital Alc 4,000
(For compensation by gaining partner to sacrificing
partner for change in profit sharing ratio, i.e., 1:1:1)
13 | a) Old profit sharing ratio [1]
14 | /60,000 [1]
15 | (1 entry 1 mark and 2 entry 2 marks) [3]
Particulars L. | Dr. Amt Cr. Amount
F.
Bank A/c Dr. 26,25,000
To Debenture Application and Allotment A/c 26,25,000
[Debentures Application money received ]
Debentures Application and Allotment A/c Dr. 26,25,000
Loss on Issue of Debentures A/c Dr. 2,50,000
To 9% Debentures A/c 25,00,000
To Securities Premium Reserve A/c 1,25,000
To Premium on Redemption of Debentures A/c 2,50,000
[Debentures issued at 5% premium redeemable at 10% premium]

OR
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(1)Plant a/c Dr 1,80,000
Building a/c Dr 1,80,000
Debtors a/c Dr 60,000
Stock a/c Dr 1,00,000
Cash a/c Dr40,000
To Creditors a/c 40,000
To Laxman Ltd a/c 5,00,000
To Capital Reserve a/c 20,000
(2) LaxmanlLtda/c Dr 5,00,000
To Bank Overdraft a/c 60,000
To Share Capital a/c 4,00,000
To Share Premium a/c 40,000
16 | Amount of subscription outstanding at the end of the year will be 500*100 - 10,000 - | [3]
30,000 =%10,000
17 | (1,2,4 &5 entries — %2 mark each, 3 & 6 entries 1 mark each) [4]
Date Particulars L. | Debit Credit
F
30/04/2018 Debenture Redemption investment A/c Dr 6,00,000
To Bank Alc 6,00,000
(Being investment made)
31/03/2019 Bank A/c Dr 6,00,000
To Debenture redemption investment A/c 6,00,000
Being investment encashed
310372019 (Surplgs in statement of P/LA)\/C Dr 10,00000
To D.R.R Alc 10,00,00(
(Being transfer of profits equal to 25%o0f the nominal value
31/03/2019 of debenture issued)
8%DebentureA/c Dr 40,00000
To Debenture holders A/c 40,00,000
31/03/2019 (Being amount due for Redemption)
Debenture holders Alc Dr 40,00000
To Bank Alc 40,00,000
31/03/2019 (Being payment made to Debenture holders)
D.R.RA/c Dr 10,00000
To General Reserve A/c 10,00,00d
( Being Amount transferred to General Reserve)
18 | Share of profit: Ram 75420;  Shyam 50,280 [4]
19 a)2,535 [4]
b) P’sinterest on capital 2,875; Q’s intereston Capital 2,500
20 | Income and Expenditure Account [6]
For the year ending 31% March, 2016
Expenditure Amount Income Amount
To Salaries 11000 By Subscriptions 40000
(+) Ofs at the end1000 12,000 | (+) ofs attheend 8000
To Match Expenses 13,240 | (-)ofs at the beginning 6,000 42,000
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To Maintenance 6,820 | By Entrance fees 2,750
To Conveyance 2,650 | By Donation 5,010
To upkeep of Lawns 820 | By Interest on fixed deposits 900
To Postage & Stationery 1050 (+)Accrued 900 1800
(+) Opening Stock 750 By profit on sale of Crockery 800
(-)Closing Stock 900 850
To Cricket Goods 2000
(+) Opening Stock 3210
(-)Closing Stock 2800 2,410
To Sundry Expenses 5,700
To Surplus 2,860
47,350 47,350
21 | Karan’s Capital Account [6]
Particulars Amount Particulars Amount
To Karan’s executor Alc 3,28,800 | By balance b/d 2,00,000
By general reserve/c 60,000
By interest on capital A/c 4,800
By P&L suspense Alc 40,000
By Pranav’s capital A/c 16,000
By Raghu,s capital A/c 8,000
3,28,800
W N
Interest on capital 2,00,000x12/100x73/365=4800
Share of profit 5,00,000x2/5x73/365=40,000
Share of goodwill60,000x2/5=24,000
General reserve 1,50,000x2/5=60,000
OR
i Realization A/c Dr 5000
To Varun’s capital A/c 5000
li Bank Alc Dr 6000
To Realization 6000
iii Aryan’s capital A/c Dr 6000
To Realization Alc 6000
iv Realization A/c Dr 9500
To Bank Alc 9500
\% Realization A/c Dr 1000
To Bank Alc 1000
vi Varun’s capital A/c Dr 3400
Aryan’s capital A/c Dr 1700
To Realization Alc 5100
22 Revaluation A/c [8]
Particulars Amount Particulars Amount
To Building 1,500 | By Machinery 800
To Prov. For doubtful debts By Capital Alc
170 | A522
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B 348 T
1,670 1,670
Partner’s Capital Account
Particulars A B C Particulars A B C
To Revaluation A/c 522 348 By Balance b/d 15,000 8,000
By Cash A/c - - 15,000
To Balance c/d 27,000 | 18,000 | 15,000 By Premium 6,000 4,000
By Gen. Reserve 1,440 960
By Cash (b/f) 5,082 5,388
27,522 | 18,348 | 15,000 27,522 | 18,348 15,000
Balance Sheet
Liabilities Amount Assets Amount
Creditors 3600 Cash 36,470
Bills Payable 2000 Debtors 3400
Capital Less PDD170 3,230
A 27,000 Stock 2,400
B 18,000 Machinery 5,000
C 15000 60,000 Building 18,500
65,600 65,600
Calculation of New Profit Sharing Ratioie.,9:6:5 1 mark
Calculation of Capital according to C’s Capital
C’s Capital 15,000 for ¥4 Share
Therefore Total capital of the firm= 15,000 x 4 = 60,000
A’s New Capital will be = 60,000 x 9/20 =27,000
B’s New Capital will be = 60,000 x 6/20= 18,000 2 marks
Cash(1,000+10,000+15,000+5082+5388) =36,470
OR
. Realisation A/c
Particulars Amount Particulars Amount
To Stock 7,500 | By S/Crs 48,000
To Debtors 21,500 | By PDD 500
To Fixed Assets 36,500 | By Bank
To Bank (Crs) 43,200 | (Stock = 7,000)
To Riya’s Capital 1,500 | (F A =40,000)
To Capital Alc (Drs =19,350) 66,350
Riya 2,790
Priya 1,860 4,650
1,14,850 1,14,850

3 marks
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Partner’s Capital A/c
Particulars Riya Priya Particulars Riya Priya
To bank a/c 44,890 18,760 | By Balance B/d 32,500 11,500
By reserve fund 8,100 5,400
By realization 2,790 1,860
By realisation 1,500
44,890 18,760 44,890 18,760
3 marks
Bank A/c
Particulars Amount Particulars Amount
To Balance b/d 40,500 | By Realisation A/c 43,200
To Realisation Alc 66,350 | By Riya’s Capital 44,890
By Priya’s Capital 18,760
1,06,850 1,06,850
23 JOURNAL [8]
Particulars L | Dr. Amount | Cr.Amoun
F
Bank Alc Dr. 75,00,000
To Equity Share Application A/c 75,00,000
[Application money received on 15,00,000 shares @ Rs. 5 per share]
Equity Share Application A/c Dr. 75,00,000
To Equity Share Capital A/c 30,00,000
To Securities Premium Reserve A/c 20,00,000
To Bank Alc 18'88'888
To Equity Share Allotment A/c T
[Application money adjusted]
Equity Share Allotment A/c Dr. 40,00,000
To Equity Share Capital A/c 40,00,000
[Allotment money due on 10,00,000 shares @ Rs. 4 per share]
Bank Alc Dr. 29,40,000
To Equity Share Allotment A/c 29,40,000
[Allotment money received except on 20,000 shares]
Equity Share First and Final Call A/c Dr. 30,00,000
To Equity Share Capital A/c 30,00,000
[First and Final Call money due on 10,00,000 shares @ Rs. 3 per share]
Bank Alc Dr. 29,40,000
To Equity Share First and Final Call A/c 29,40,000
[First and Final Call money received except on 20,000 shares]
Equity Share Capital A/c Dr. 2,00,000
To Equity Share Allotment A/c 60,000
To Equity Share First and Final Call A/c 60,000
To Forfeited Shares Alc 80,000
[20,000 shares forfeited for non-payment of allotment and call money]
Bank Alc Dr. 80,000
Forfeited Shares A/c Dr. 20,000
To Equity Share Capital A/c 1,00,000
[10,000 forfeited shares re-issued for Rs. 8 per share fully paid up]
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Forfeited Share A/c Dr. 20,000
To Capital Reserve Alc 20,000
[Profit on re-issue transferred to Capital Reserve A/c]

Working Notes: [1]
{A}Anita who have been allotted 10,00,000 X 24,000 = 20,000
12,00,000
Excess amount received from her on application
= 24,000 Shares — 20,000 Shares = 4,000 Shares X Rs. 5 = Rs. 20,000

{B} Amount due from Anita on Allotment (20,000 X Rs.4) = Rs. 80,000
Less: Excess received from her on Application = Rs. 20,000
Amount not paid on Allotment Rs. 60,000
{C} Total amount due on allotment : 10,00,000 Shares X 4 = Rs. 40,00,000
Less: Excess amount received on Application Rs.10,00,000
Rs. 30,00,000
Less: Not received from Anita Rs. 60,000
Net amount received on Allotment in Cash Rs.29,40,000
[2] Amount transferred to Capital Reserve:
Profit on20,000 shares = Rs. 80,000
Profit on10,000shares = Rs. 80,000X10,000 = Rs. 40,000
20,000
Less: Loss in Re-issue R20,000
Transferred to Capital Reserve Rs.20,000
OR
Particulars L.F. Dr. Amount | Cr. Amount
Bank A/c Dr. 4,00,000
To Equity Share Application A/c 4,00,000
[Application and Allotment money received on 1,00,000 shares @
Rs. 4 per share]
Equity Share Application & Allotment A/c Dr. 4,00,000
To Equity Share Capital A/c [1,00,000 X Rs. 3] 3,00,000
To Calls in Advance 1,00,000
[Allotment made]
Equity Share First Call Alc Dr. 2,25,000
To Equity Share Capital A/c 2,25,000
[First Call due on 75,000 shares @ Rs. 3 per share]
Bank Alc Dr. 1,23,750
Calls in Advance Alc Dr. 1,00,000
To Equity Share First Call Alc 2,23,750
[First Call money received except on 750 shares]
Equity Share Capital A/c Dr. 5,250
To Equity Share First Call Alc 1,250
To Share Forfeiture A/c 4,000
[The forfeiture of 750 shares of Vibha, Share Capital A/c debited
@ Rs. 7 per share called up]
Equity Share Second and Final Call A/c Dr. 2,22,750
To Equity Share Capital A/c 2,22,750
[Second and Final Call money due on 74,250 shares @ Rs. 3 per
shares]
Bank A/c Dr. 2,20,500
To Equity Share Second and Final Call A/c 2,20,500
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[Second and Final Call money received on 73,500 shares]
Equity Share Capital A/c Dr. 7,500

To Equity Share Second & Final Call A/c 2,250

To Share Forfeiture A/c 5,250
[The forfeiture of 750 shares of Monika]
Bank Alc Dr. 9,000
Share Forfeiture A/c Dr 6,000

To Equity Share Capital A/c 15,000
[Re-issue of 1,500 Shares]
Share Forfeiture A/c Dr. 3,250

To Capital Reserve Alc 3,250
[Balance of Share Forfeiture A/c transferred to Capital Reserve
Alc]

Working Note:

{A} Excess amount received from Vibha on application & allotment:

Vibha has been allotted 750 shares. She must have applied for more shares.

If shares allotted were 75,000, shares applied were = 1,00,000

If shares allotted were 750, shares applied were = 1,00,000 X 750 = 1,000shares
75,000

Excess application money received from Vibha = 1,000 shares —750

250 shares X Rs. 4 = Rs. 1,000

{B} Amount due from Vibha on First Cal : (750 X Rs.3)= Rs. 2,250

Less: Excess received from Vibha on Application & Allotment = Rs.1,000
Net Amount due from Vibha on First Call which has not been received = Rs.1,250

{C} Total amount due on First Call : 75,000 Shares X3 = Rs. 2,25,000

Less: Excess amount received on Application & Allotment  =Rs.1,00,000
Balance Due = Rs. 1,25,000

Less: Amount not received from Vibha on First Call =Rs.
1,250Net
amount received on Allotment in Cash Rs.1,23,750
PART B

24 | financial company /bank/ Mutual Fund [1]
25 | Major head: Current liabilities [1]

Sub head : other current liability
26 | A) Marketable securities [1]
27 | a) Rs 54,000 [1]
28 |a)Aand B [1]
29 | (A)Liquidity ratios [1]
30 | Interest Coverage Ratio= Net Profit before Interest and Tax/ Interest on Long Term Debts

Net Profit after Tax = Rs. 6,00,000Tax Rate = 40 %

Net Profit before tax = 100/(100 — Tax) X Net Profit after tax

=100/ 60 X 6,00,000 = 10,00,000

Net Profit before Interest & Tax = Net Profit before tax + Interest on Long Term Debts

=10,00,000 + 4,80,000 = 14,80,000

Interest Coverage Ratio= Net Profit before Interest and Tax / Interest on Long Term Debts

= 14,80,000 / 4,80,000 = 3.08 Times

Significance of Interest Coverage Ratio: It reveals the number of times Interest on Long 1
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Term Debts is covered by the profits available. A higher ratio ensures safety of interest on
Long Term Debts.
The Interest coverage ratio will improve if the company decides to redeem Rs. 5,00,000
debentures assuming that Net Profit after interest and the tax rate will be same.

OR

a) Current Ratio = 3.5:1

Quick Ratio =2:1

Let Current Liabilities = x

Current Assets = 3.5x And

Quick Assets = 2x

Inventory = Current Assets — Quick Assets

24,000 = 3.5x — 2x

24,000 = 1.5x

X = Rs. 16,000

Current Assets = 3.5x = 3.5 x 16,000 = Rs. 56,000.
Verification : Current Ratio = Current Assets : Current Liabilities
= 56,000 : 16,000

=35:1

Quick Ratio = Quick Assets : Current Liabilities

= 32,000 : 16,000

=2:1

b) Revenue from Operations = Rs.4,00,000

Gross Loss = 10% of 4,00,000 = Rs. 40,000

Cost of Revenue from Operations = Revenue from Operations + Gross Loss
=4,00,000 + 40,000

= 4,40,000

Inventory Turnover Ratio = Cost of Goods Sold/ Average Inventory

=4, 40,000 / 55,000

= 8 times.
31 X L Limited
Comparative Statement of Profit & Loss
for the year ended March 31, 2016 and 2017 2017-18 2018-19 Absolute %age
Particulars Amount Amount (Rs.) | Change (Rs.) | Change
(Rs.)
Revenue from Operations 50,00,000 80,00,000 30,00,000 60
Expenses:
(a) Employee Benefit Expenses: 10 % of 5,00,000 8,00,000 3,00,000 60
Revenue from Operations
(b) Other Expenses
Net Profit before Tax 10,00,000 12,00,000 2,00,000 20
Less:Tax 35,00,000 60,00,000 25,00,000 71.43
14,00,000 24,00,000 10,00,000 71.43

Net Profit after Tax 21,00,000 36,00,000 15,00,000 71.43
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Cash flow statement [6]

A. Cash flows from Operating Activities

Net Profit before Tax 245000

(note-1)

Add: Depreciation on Plant & Machinery 10000

Add: Interest on Debentures 18000

Operating profit before the working Capital changes 273000

Less: Increase in Trade Receivables (50000)

Increase in Inventories (80000)

Decrease in Trade Payables (10000)

Cash generated from Operations 133000

Less: Tax Paid (80000)

Net Cash From Operating Activities 53000 | 1%

B. Cash flows from Investing Activities :

Sale of Plant & Machinery 30000

Purchase of Plant & Machinery (150000)

Purchase of Goodwill (80000)

Purchase of Non Current Investments (500000)

Net Cash used in investing activities (700000) | 1

C. Cash flows from financing Activities

issue of shares 500000

Redemption of Debentures (100000)

Interest on Debentures paid (18000)

Cash flows from Financing Activities 382000 | 1%

Net Decrease in Cash and Cash Equivalents (265000)

Add: Opening Balance of Cash and Cash equivalents 640000 | Y2

Closing Balance of Cash and Cash equivalents 375000
Working Notes
Note-1:Net Profit before tax & Extraordinary items

Net Profit during the year- 150000

Add: Prov. forTaxmade 95,000

245000 %
Plant and Machinery A/C

Particulars Amt particulars Amt

To Balance b/d 1140000 By Accumulated Dep. A/c 50000

To Bank A/c (B.F.) 150000 by Bank 30000 Yo
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By bal c/d 1210000
1290000 1290000
Accumulated DepreciationA/c
Particulars Amt Particulras Amt
To Plant and Machinery 50,000 By Balance b/d 240000
To Balance c/d 200000 | By Statement of P & L 10000 Ya
(Bal fig)
250000 250000




I

KENDRIYA VIDYALAYA SANGATHAN

L ACCOUNTANCY

]

2

|

N ——

T
eatn frenam wen
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CLASS: XlI1
SUBJECT: ACCOUNTANCY
TIME:3 HOURS MAX. MARKS:80
BLUE PRINT
UNIT WISE WEIGHTAGE

UNIT/MARKS 1 3 4 6 8 TOTAL
NPO 1 1 1 10
PARTNERSHIP 8 2 1 1 30
COMPANY AC ) 1 1 1 20
AFS 4 2 12
CFS 2 1 8
MARKS AND NUMBER OF QUESTIONS
MARKS 1 3 4 6 8
NO.OF Q 20 2 5 3 2
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CLASS: XlI1
SUBJECT: ACCOUNTANCY

TIME3HOURS MAX MARKS 80
GENERAL INSTRUCTIONS:

a) This question paper contains two parts: - part A and partB.

b) All questions in both the parts are compulsory. However internal options are given
in some questions, attempt one option of eachquestion.

¢) All parts on one question must be attempted at oneplace.

d) Please write down the serial number of the question before attemptingthem.

PART A: ACCOUNTING FOR NOT FOR PROFIT ORGANISATIONS,
PARTNERSHIP FIRMS AND SHARE CAPITAL AND DEBENTURE OF
COMPANIES (60 MARKS)

On Dissolution of firm, out of the proceeds received from the saleofassets -------- will be paid first 1

a. Partner’s capitala/c

b. Partner’s Loan to firm a/c

c. Partner’s additional capital

d. Outside Creditors.
In the event of dissolution of a partnership firm, the provision for doubtful debts is transferred to 1

a. Realisation a/c

b. Partners capital a/c

c. Sundry debtors

d. None of the above
On dissolution the balance of profit and loss a/c appearing on the assets side of a balance sheet is 1
transferred to

a.  On the debit side of realization a/c

b. On the credit side of realization a/c

c.  On the debit of partners capital a/c

d. On the credit side of partners capital a/c
The profit earned by a business over the last 5 years are as follows. Rs.12000, Rs.13000, Rs.14000, | 1
Rs.18000,and Rs.2000(loss) based on two years purchase of the last 5 years profit value of goodwill
will be

a. Rs.23600

b. .Rs.22000

c. 110000

d. 118000
The capital employed by a partnership firm is Rs.5 00 000. Its average profit is Rs.60 000 the normal 1
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rate of return is similar type of business is 10% what is the amount of super profit
a. Rs.50000
b. Rs.10 000
c. Rs.6000
d. Rs.56 000

Which of the following statement is false
a. At maturity, debenture holders get back their money
b. Debenture can be forfeited for non payment of call money
c. Incompany’s balance sheet debenture are shown under the head long term borrowing
d. Interest on debenture is a charge against profit

(=

Which of the following statement is false
a. Debenture is a form of public borrowing
b. Itis customary to prefix debenture with the agreed rate of interest
c. Debenture interest is a charge against profit
d. The issue price and redemption value of debenture cannot differ.

(=

Loss on issue of debenture is written off
A. In the year of issue of debenture
B. During life of thedebenture
C. Within 3 years of the issue of debenture
D. In the year of redemption of debenture

(=

Income and Expenditure Account is based on
(a) Cash Basis of Accounting.

(b) Accrual Basis of Accounting.

(c) Mixed Basis of Accounting.

(d) Management Accounting.

01

10

It the Partner's Capital Accounts are fixed, interest on capital will be recorded:
(A) On the credit side of Current Account

(B) On the credit side of Capital Account

(C) On the debit side of Current Account

(D) On the debit side of Capital Account

01

11

Tom and Harry were partners In a firm sharing profits in the ratio 5:3. During the year ended
31/03/2018. Tom had withdrawn Rs.40000 interest on his drawings amounted to Rs.2000. Pass
necessary journal entry for charging interest on drawing assuming that the capitals of the partners were
fluctuating.

01

12

X, Y and Z are sharing profits in the ratio of 5:3:2 wef 01/04/18 they decided to share future profits
equally. Calculate each partners gain or sacrifice due to change in ratio.

01

13

Kumar, Verma and Naresh were partners in a firm sharing profit and losses in the ratio of 3:2:2. On
23"January2018Vermadied.Verma’s share of profit till the date of his death is calculated Rs.2350.
Pass necessary journal entry for the same in the books of the firm.

01

14

7.A new company cannot issue shares at
(A)Premium  (B) Parvalue (C)Discount (D)None of theabove

01

15

From the details below calculate the amount of medicines consumed for the year ended 31/03/2018.
Stock of medicine on 01/04/2017 Rs.20000.

03
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Creditors of medicine on 01/04/2017 Rs.15000.
Amount paid for medicine during the year Rs.18480.
Stock of medicine on 31/03/2018 Rs.11400.
Creditors of medicine on 31/03/2018 Rs.7200.

16 || Complete the following entries inthejournal
DATE | PARTICULARS L.F. [ Dr.(Rs) Cr.(Rs)
Sundryassets A/c Dr. 18,00,000
------------------------ Dr.
To Creditors 2,00,000
0 T e et
(Being business of  Rohit and Company
purchased for a consideration 0fRs20,00,000)
--------------- Dr. 20,00,000
--------------- Dr.
To 8% DebentureAc | | | =
(Being paid to Rohit and company by issue of --
----- ; 8% debentures of Rs.150 each at a
discount of Rs50 per debenture)
OR
On 01/04/2012 X Ltd. issued 5000 8% debentures of Rs100 each at a discount of 6%. The debentures
have to be redeemed @ Rs.1,00,000 each year commencing from 31/03/2013. Calculate the amount
of discount written of each year.

17 | Nandan,John and Rosa are partners sharing profits in the ratio of 4:3:2.0n 01/04/2018John gave a
notice to retire from the firm. Nandan and Rosa decided to share future profits in the ratio of 1:1. The
capital accounts of Nandan and Rosa after all adjustments showed a balance of Rs.43000 and Rs.80500
respectively. The total amount to be paid to John was Rs.95500. This amount was to be paid by
Nandan and Rosa in such a way that their capitals become proportionate to their new profit sharing
ratio. Calculate the capital to be brought in by Nandan and Rosa and pass journal entry for thesame.

18 | P and Q were partners in a firm sharing profits in the ratio of 5:3.0n 01/04/2017 they admitted R as a
new partner for 1/8" share in the profits with the guaranteed profit of Rs.75000. The new profit sharing
ratio between P and Q will remain the same but they agreed to bear any deficiency on account of
guarantee to R in the ratio of 3:2. The profit of the firm for the year ended 31/03/18 was Rs.4,00,000.
Prepare profit and loss appropriation account of P, Q and R for the year ended31/03/2018.

19 | AB and C were partners in a firm sharing profits and losses in the ratio of 3:2:1. On31%March 2017

their balance sheet was as follows.
Balance sheet as at 31% March 2017

LIABILITIES Rs. ASSETS Rs.

Capital A 50 000 Fixed Assets 1 80 000
B 40 000 Current Assets 35 000
C 30 000

Reserve Fund 18 000

Creditors 27 000
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Total 215000 Total 515 000

From 01/04/2017 they decided to share future profits equally. For this purpose the following were
agreed upon
1) Goodwill of the firm was valued at Rs. 3,00,000.
2) Fixed asset will be depreciated at10%.
3) After doing the above adjustments the capitals of all the partners will be in proportions to their
new profit sharing ratio. For this purpose current account will be opened.
Pass necessary journal entries for the above transactions in the books of the firm

20 | X, Y and Z were partners in a firm sharing profits in the ratio of 5:3:2. The firm closes its books on 31*
March every year. On 30/09/2018, Z died. The partnership deed provided that on the death of a partner
his executors will be entitled to the following

1) Balance in his capital account and interest on capital @ 12% p.a. On 01/04/2018 balance in Z’s
capital account was80,000.

2) His share in the profit of the firm in the year of his death, which will be calculated on the basis
rate of net profit on sales of the previous year which was 25%. The sales of the firm till the
death were Rs.4,00,000.

3) His share in the goodwill of the firm. The goodwill of the firm on Z’s death was valued at Rs.
3,00,000.

The partnership deed also provided that the following deductions will be made from the amount
payable to the executors of the deceased partner

1) His drawings in the year of his death. Z had withdrawn Rs.30,000 tilldeath.

2) Interest on drawing @ 12% p.a. which was calculated asRs.2000.

The accountant of the firm prepared Z’s capital account to be presented to his executor but in a hurry
did not complete it. Z’s capital as prepared by the firm’s accountant is presented below. You are
required to complete Z’s capital account
Date Particulars Rs. Date Particulars Rs.
2018 2018
Sep30 | TO.oovvivvnnnnn. 30,000 Aprill | By......ocovvennnnn. 80,000
Sep30 | TO.oovviivnnnnn. 2000 Sep30 | By...ooiiiiiinnnns 4,800
Sep30 TO o, iieieeenes 1 S€P30 | By.iiii 20,000
Sep30 | BYy.oiiiiiiiiiinnnn.
Sep30 | BYy.oiiiiiiiiiinnnn.
1,64,800 1,64,800
21 | Following is the Receipts and Payments Account of City Youth Association for the year ended 31*

March 2017

Receipts Rs. Payments Rs.
Balance b/d 10,000 | Salaries 15,000
Subscriptions 52,000 | Billiards table 20,000
Entrance fee 5,000 | Office expenses 6,000
Tournament fund 26,000 | Tournament expenses 31,000
Sale of old newspapers 1,000 | Sports equipment 40,000
Legacy 37,000 | Balance c/d 19,000
131,000 131,000
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Additional information: On 31/03/2017 subscription outstanding was Rs.2000 and on 31/03/2016
subscription outstanding was Rs.3000. Salary outstanding on 31/03/2017 was Rs.1500. On 01/04/2016
the club had building Rs.75000 furniture Rs.18000, 12% investment 30,000 and sports equipment
30,000. Depreciation charged on building, furniture and sports equipment @10% p.a. including
purchases.

Prepare income and expenditure account for the year ended 31/03/2017.

22

LCM Ltd invited applications for issuing 2,00,000 equity shares of Rs.10 each at a premium of Rs.3
per share. The amount was payable as follows
On application and allotment Rs.8 per share(including premium)
On first and final call the balance amount
Applications for 3,00,000 shares were received. Applications for 50,000 shares were rejected and
money refunded. Shares were allotted on pro-rata basis to the remaining applicants. First and final call
was made and was duly received except on 2500 shares applied by Kanwar. His shares were forfeited.
The forfeited shares were re-issued at Rs.7 per share fully paid up. Pass necessary journal entries for
the above transactions in the books of the company.

OR
DPS company Ltd made an issue of 1,00,000 equity shares of Rs.10 each at a premium of 30% payable
as follows:
On application Rs.3.50 per share.
On allotment Rs.6.50 per share.
On first and final call the balance
Applications were received for 2,00,000 equity shares and the directors made pro-rata allotment. Harsh
who had applied for 1600 shares did not pay the allotment and the call money. With the result his
shares were forfeited and 60% of them were re-issued at Rs.8 per share fullypaid-up.
Pass necessary journal entries in the books of the company.
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B and C were partners sharing profits in the ratio of 3:2. Their balance sheets as at 31 march 2018 was
as follows.
Balance sheet of B and C as at 31% march 2018
Liabilities Rs. Assets Rs.
Capital B 60,000 | Land and building 80,000
Capital C 40,000 | Machinery 20,000
Provision for doubtful debts 1,000 | Furniture 10,000
Creditors 60,000 | Debtors 25,000
Cash 16,000
Profit and loss A/c 10,000
161,000 1,61,000

D was admitted to the partnership for 1/5" share in the profits on the following terms:

1) The new profit sharing ratio was decided as2:2:1

2) D will bring Rs.30,000 as his capital and Rs.15,000 for his share of goodwill.

3) Half of the premium amount was withdrawn by the sacrificing partners.

4) A provision of 5% for bad and doubtful debts was to be maintained.

5 An item of Rs.500 included in creditors was not likely to bepaid.

6) A provision of RS.800 was to be made for claims for damages against the firm.
After making the above adjustments, the capital accounts of B and C were to be adjusted on the basis
of D’s capital through cash.
Prepare revaluation account, partner’s capital A/c and balance sheet of the new firm.

OR

Narang, Suri and Bajaj are partners in firm sharing profit and losses in the ratio of 1/2 , 1/6 and 1/3
respectively. The balance sheet at 31/03/2017 was as follows

Liabilities Rs. Assets Rs.
Narang capital 30,000 | Freehold premises 40,000
Suri capital 30,000 | Machinery 30,000
Bajaj capital 28,000 | Furniture 12,000
Bills payable 12,000 | Stock 22,000
Reserves 12,000 | Debtors 20,000
Creditors 18,000 | Less provision for bad debts 1,000 19,000
Cash 7,000
1,30,000 1,30,000

Bajaj retires from the business on the above date and the partners agree to the following:
a) Freehold premises and stock are to be appreciated by 20% and 15%respectively.
b) Machinery and furniture are to be depreciated by 10% and 7%respectively.
c) Provision for bad debts is to be increased toRs.1,500.
d) Goodwill is valued at Rs.21,000 on Bajaj’sretirement.
e) The continuing partners have decided to adjust their capitals in their new profit sharing ratios
through current A/c after Bajaj’s retirement.
Prepare necessary ledger accounts and draw the balance sheet of the reconstituted firm.




| | 2

L ACCOUNTANCY [

N C——

T QR g
it fremem ¥

PART B ANALYSIS OF FINANACIAL STATEMENTS(20MARKYS)

24

Under which type of activity will you classify ‘Commission and Royalty received’ while preparing
cash flowstatement.
a. Operating activity b. Investing activity c. Financing Activity d. None of the above

25

Normally, what should be the maturity period for a short term investment from the date of its
acquisition to be qualified as cash equivalent.
a. 1month  b.2 month c.3months 4. None of theabove

26

\When bad position of the business is tried to be depicted as good, it is known as
a. Personalbias  b. price level changes c. Window dressing d. All the above

27

/A company’s current liability decreases from Rs.4 00 000 to Rs.3 00 000 what the percentage of change
a.24% b.33.3% c. 20% d 40%

28

The total assets of the firm are Rs.20 00 000 and its fixed assets are Rs.8 00 000.what will be the
percentage of fixed assets on total assets?

A.60% b. 40% c. 29% d. 71%

29 |Liquid Assets do not include
a.B/R b.Debtors c. Inventory d. Bank Balance
30 | From the following information prepare comparative statement of profit and loss of Y Ltd. for the year
ended 31% March 2018
Particulars 31/03/2018(Rs.) 31/03/2017(Rs.)
Revenue from operation 20,00,000 10,00,000
Cost of material consumed 15,00,000 6,00,000
Other expenses 12% of cost of material | 10% of cost of material
consumed consumed
Income tax 40% 30%
31 | From the following information related to Naveen Ltd. Calculate return on investment and total assets

to Debt ratio.
Fixed assets Rs.75,00,000;  current assets Rs. 40,00,000;  current liabilities Rs.27,00,000; 12%
debentures Rs.80,00,000; net profit before interest tax and dividend Rs.14,50,000.

OR
Current ratio 4 ; Liquid ratio 2.5; inventory Rs. 6 00 000. Calculate current assets, current liabilities,
and liquid assets.
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32 | Following is the balance sheet of thermal power limited as at 31/03/2018
Particulars Note 2017-18 2016-17
no.
l. Equity andLiabilities
(1) Shareholdersfund
@ Sharecapital 12,00,000 11,00,000
(b) Reserves andSurplus 1 3,00,000 2,00,000
(2) Non-current liabilities
Long termborrowings 2,40,000 1,70,000
(3) Currentliabilities
@ Tradepayables 1,79,000 2,04,000
(o) Short-termprovisions 50,000 77,000
TOTAL 19,69,000 17,51,000
Il. Assets
(1) Non-currentassets
@ Fixedassets
(1) Tangible 2 10,70,000 8,50,000
(i) Intangible 3 40,000 1,12,000
(2) Currentassets
@ Currentinvestments 2,40,000 1,50,000
() Inventories 1,29,000 1,21,000
(© Tradereceivables 1,70,000 1,43,000
(d Cash and CashEquivalents 3,20,000 3,75,000
TOTAL 19,69,000 17,51,000
Notes to Accounts:
S.no | Particulars 2017-18 2016-17
1 Reserves andsurplus:
Balance in statement of profitandloss 3,00,000 2,00,000
2 Tangible assets:
Machinery 12,70,000 10,00,000
Less: Accumulateddepreciation (2,00,000) (1,50,000)
3 Intangible assets:
Goodwill 40,000 1,12,000

Additional information:

During the year a piece of machinery costing Rs.24,000 on which accumulated depreciation was Rs.

16,000, was sold for Rs. 6,000.
Prepare cash flow statement.
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(b) Accrual Basis of Accounting.

(A) On the credit side of Current Account

HH@GD\ICDUW-&OQNH’O
= O b

Tom capital a/c Dr.2000

To Interest on drawings a/c 2000

RRRrRPRr R R R R R -

12

Y gains 1/30 Z gains 4/30 and X sacrifice by 5/30

13

Profit and Loss Suspensea/c  Dr. 2350

To Verma’scapital a/c 2350

14

(C)Discount

15

Medicine consumed Rs.19,280

16

18 00 000
4 00000

| Sundry assets a/c Dr.
Goodwill a/c Dr.
To Creditors a/c
To Rohit & company

| Rohit & company a/c Dr. 20 00 000
Discount on issue of debenture a/c Dr. 10 00000
To 8% Debentures a/c
OR

200000
20 00 000

30 00 000

Year 2013 2014 2015 2016

2017

Discount w/o 10 000 8 000 6 000 4 000

2 000

17

Bank a/c Dr. 95500
To Nandan’s capitala/c 66500
To Rosa’s capital a/c 29 000
(capital brought by Nandan and Rosa)
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18 Profit and Loss appropriation account of P, Qand R 4
For the year ended 31.3.2018
Particulars Rs. Particulars RS
Partners capital a/c Profit and loss | 4 00 000
P 218750 a/c (NP)
Lessdeficiency 15000
----- 203750
Q 131250
Lessdeficiency 10000
------ 121 250
R 50000
Add from P 15000
Add from Q 10000 75 000
4 00 000 4 00 000
19 C’s capitala/cDr. 50,000 4
To A’sCapital a/c 50,000
(treatment for goodwill)
Reserve funda/cDr. 18,000
To A’sCapital a/c 9000
To B’scapitala/c 6000
To C’scapital a/c 3000
(Reserve fund transferred)
Revaluationa/c Dr. 18000
Fixedassetsa/c 18 000
(Revaluation loss)
A’s capitala/c 9000
B’s capital a/c 6 000
C’scapitala/c 3000
To Revaluation a/c 18 000
(revaluation loss shared)
A’s capital a/c Dr. 60 000
To A’s current a/c 60 000
(Adjustment for capital )
C’s currenta/cDr. 60000
To C’scapital a/c 60 000
(adjustment for capital)

20 Z’sCapital account 6 6m
Date Particulars Rs Date Particulars Rs.
30.9.18 | Drawings 30000 | 1.4.18 Balance b/d 80000

Interest ondrawing 2000 | 30.9.18 | Interest on capital 4800
Z’s executors a/c 132800 P&L suspense a/c 20000
X’s capital 37500

Y’s capital 22500

164500 164500
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21 Income and expenditure account for the year ended 31/3/2017 6
Expenditure Rs. Income Rs.
Salaries 16 500 | Subscription 51 000
Office expenses 6 000 | Entrance fee 5000
Tournament 5000 | Sale of old newspaper 1000
expenses Accrued interest on
Depreciation 1800 | investment 3 600
Furniture 2 000
Billiard table 7 500
Building 7 000
Sports equipment | 14 800
surplus
60 600 60 600
22 8
Journal entries in the books of LCM Ltd.
Bank a/c Dr. 24 00 000
To Share application and allotment. 24 00 000
(application received)
2. Share Application and allotment a/c 24 00 000
To share capital a/c 10 00 000
To securities premium reserve a/c 6 00 000
To share first and final call a/c 4 00 000
To Bank a/c 4 00 000
(application money transferred)
3. Share first and final calla/cDr. 10 00000
To Share capital a/c 10 00 000
(First and final call due)
4, Bank a/c Dr. 594 000
To Share first and final call a/c 594 000
(‘first and final call received)
5. Share capital a/c Dr. 20 000
To Share first and final call a/c 6 000
To share forfeiture a/c 14 000
(Shares forfeited)
6. Banka/c Dr. 14 000
Share f orfeited a/cDr. 6 000
ToShare capital 20 000
(shares reissued.)
7. Share forfeited a/c Dr. 8 000
To capital reserve 8 000

(profit on re issued shares transferred to capital reserve)
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OR
1. Banka/c Dr. 7 00 000
To Equity share application a/c 700 000
(Application received)
2. Equity share application a/c Dr. 7 00 000
To equity share capital a/c 350000
To equity share allotment 350000
(application money transferred)
3. Equity share allotmenta/cDr. 6,50,000
To Equity share capital a/c 350 000
To Securities premium reserve a/c 300000
(allotment due)
4. Banka/c Dr. 2 97 600
To Equity share allotment a/c 2 97 600
(allotment received)
5. Equity share first and final calla/c Dr. 300000
To Equity share capital a/c 300 000
(‘first and final call due)
6. Bank a/c Dr. 2 97 600
To Equity share first and final call a/c 2 97 600
(call received )
7. Equity share capitala/c Dr. 8000
Securities premium reserve a/cDr. 2 400
To shares forfeited a/c 5600
To equity share allotment 2 400
To equity share first and final call a/c 2 400
(shares forfeited)
8.  Banka/c Dr. 3840
Share forfeited a/c Dr. 960
To Equity share capital a/c 4 800
(‘shares re issued)
9. Share forfeited a/c Dr. 2 400
To capital reserve 2 400

(Profit on forfeited shares transferred to capital reserve)

23

Revaluation account

Particulars Rs. | Particulars Rs.
Provision for doubtful 250 | Creditors 200
debt Loss transferred to

Provision for damages 800 | A’s capital a/c 330

2+
4+




| Mg

| ACCOUNTANCY |
B’s capital a/c 220
1050 1050
Partners capital account
Particulars | B C D Particulars | B C D
Cash a/c 7500 | -- -- Balance 60000 | 40000 | --
P&L alc 6000 | 4000 | -- bid -- -- 30000
Revaluation 330 220 -- Cash 15000 | -- --
Cash 1170 -- -- Premium -- 24220
Balance c/d 60000 | 60000 30000 | Cash
Total 75000 | 64220 30000 75000 | 64220 | 30000
Balance sheet of B, C and D
As at 31.3.2018
RS Assets Rs.
Liabilities
Capital of A 60 000 | Land and Building 80 000
Capital of B 60 000 | Machinery 20 000
Capital of C 30 000 | Furniture 10 000
Creditors 59 500 | Debtors 25000
Provision for d/ debt 1 250 | Cash 76 500
Provision for damages 800
2 11550 211550
OR
Revaluation a/c
Particulars Rs. Particulars Rs.
Machinery a/c 3000 | Free hold 8 000
Furniture a/c 840 | premises/c
Provision for doubtful debt 500 | Stock a/c 3300
alc
Profit transferred to capital
alc
Narang 3480
Surj 1160
Bajaj 2 320
Total 11 300 11 300
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Partners capital a/c
Particulars Narang | Suraj Bajaj Particulars | Narang | Suraj Bajaj
Bajaj capital | 5250 1750 Balance 30000 | 30000 | 28000
Bajaj loan | — - 41320 | pb/d
a/c Reserve 6000 |2000 | 4000
Suri’s +ouuuY Revaluatio
current 0 3480 | 1160 | 2320
Balance c/d | 49230 | 16410 Narang 5250
ca
SUF;i 1750
capital
Narang 15000
current a/c
Total 54480 | 33160 | 41320 | Total 54480 | 33160 | 41320
Balance sheet as at 1.4.2017
Liabilities Rs. Assets Rs.
Narang capital 49 230 | Freehold premises 48 000
Suri capital 16 410 | Machinery 27 000
Suri current a/c 15 000 | Furniture 11 160
Bajaj loan /c 41 320 | Stock 25 300
Bills payable 12 000 | Debtors 18 500
creditors 18 000 | Cash 7 000
Narang’s current a/c 15 000
151960 151960
PART B ANALYSIS OF FINANCIAL STATEMENT
24 A 1
25 C 1
26 C 1
27 1
A
28 B 1
29 C 1
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Comparative statement of P&L
30 Particulars 31.3.2017 31.3.2018 | Absolute % change | 4
change
Revenue from operation 10 00 000 20 00 000 10 00 000 100
Total revenue from 10 00 000 20 00 000 10 00 000 100
operation
Expenses: material 6 00 000 15 00 000 900000 150
Other expenses 60 000 180 000 120000 200
Total expenses 660000 | 1680000 10 20 000 154.55
NP before tax 340000 320000 (20 000 (5.88)
Less tax 102000 128000 26 000) 25.49
NP after tax 238000 192000 (46 000) (19.33)
ROI  16.47%, Total assets to debt ratiol.44:1
31 OR
current assets Rs.16 00 000; current liabilities Rs. 4 00 000 ;
liquid assets Rs. 10 00 000 4
32 Cash Flow Statement for the year ended 31.3.2018 6
Particulars Rs. Rs
Cash flow from operating activities:
Net profit before tax andextraordinaryitems 100 000
Add: Non cash and non operating charges
Good will writtenoff 72000
Depreciationon machinery 66000
Loss on saleof machinery 2000
Operating profit before workingcapitalchanges. T 240000
Less increase in current assets
IncreaseinTR (27 000)
Increaseininventories. (8000)
Less decrease in current liabilities
Decrease intradepayable (25000
Decrease in shorttermprovision (27 000)
Cash generated from operatingactivity e 153000
Cash flow frominvestingactivity: (2 94000)
Purchaseofmachinery 6000
Sale of machinery (2 88 000)
Cash used in investing activity
Cash flows from financing activities:
Issue ofsharecapital 1,00 000
Money raisedfromborrowing 70000
Cash flow from financing activity 170000
Net increase in cash and cash equivalent —— 35000
Add : opening cash and cash equivalent 5 25 000
Closing cash and cash equivalent 250000
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Working Notes

Machinery a/c

Particulars Rs. Particulars Rs.
Balance b/d 10 00000 | Bank a/c 6000
Bank a/c (?) 294 000| Accumulated depreciation
Loss on sale of machinery 16000
Balance c/d 2000
12 70000
Total 1294 000| Total 12 94 000
Accumulated depreciation a/c
particulars Rs. Particulars Rs.
Machinery a/c 16000 | Balance b/d 150 000
Balance c/d 200000 | Statement of P&L 66000
Total 216 000 | Total 2 16 000

THE END
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e Please check that this question paper contains 27 printed pages.

e (Code number given on the right hand side of the question paper should be
written on the title page of the answer-book by the candidate.

e Please check that this question paper contains 23 questions.
e Please write down the Serial Number of the question before
attempting it.

e 15 minute time has been allotted to read this question paper. The question
paper will be distributed at 10.15 a.m. From 10.15 a.m. to 10.30 a.m., the
students will read the question paper only and will not write any answer on
the answer-book during this period.

IR
ACCOUNTANCY

REgiRa a7 : 3 o2 STfeIHaTH 3% : 80

Time allowed : 3 hours Maximum Marks : 80
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Wﬁﬁﬂ:

(i) TEIH-ITGUSI H AyHE- FIRG/

(i) @S & gl & fo7w AT & |

(iii) @V @ & 3 [dheq & - [aTig [FaRn &7 [Fveiaor aor sf9eHicia aaisT |
(v) @UE @ & &acT 0% & [dehcy & J941 & I feifaw |

()  1HE 397 F gy @Sl & IR TH & T T ford 57 FifeT |

General Instructions :

(i) This question paper contains two parts — A and B.
(it)  Part A is compulsory for all.
(iti) Part B has two options — Analysis of Financial Statements and

Computerised Accounting.
(iv) Attempt only one option of Part B.
(v)  All parts of a question should be attempted at one place.

TUe &
(TR TISAL, AT WHT qUT R T o {70 eameh)
PART A

(Accounting for Not-for-Profit Organizations, Partnership Firms and
Companies)

1. U% gEed B8 & foges w fouf foewor < ofemfeen i o @oie 7
TSR o O T G Hid o [0 ATaweh USHH=ET Tiarse e |

Pass the necessary journal entry for treatment of Partner’s loan
appearing on the asset side of the Balance Sheet in case of dissolution of
a partnership firm.

2. TH 991 HEER O SEElt BH #1 9e ST 8, 39§ o JgE AU
ARTEY AT § | T9H § Teh (IR h Sl HIfWT |

rera
foret wH 1 =l o oI I aE™ hl Yl fhE TR TwIfad i & ?

A new partner acquires two main rights in the partnership firm which he
joins. State one of these rights.
OR

How does ‘Nature of business’ affect the value of goodwill of a firm ?

3. T ATHHN TS &b &I I & Jeai@ HIT |
T
Teh ICHHR TS 1 foxfia foewor dam +id gma Sfiaq 9eeadr oo

e & foharn Srar 8 2
State the main aim of a not-for-profit organisation.
OR

How is ‘Life membership fee’ treated while preparing the financial
statements of a not-for-profit organisation ?

~



4. I AT A GIHER § TAT 3 : 2% A H AN Sled & | TR i e *
%ém%mwwmmw 3it 97 et fftem % o W
T T 24,000 @€, Toeeh! hRM qn i % S @l o oW1 HOShAS:
T 18,000 AAT T 6,000 F T T € TE |
S, citer qen fortor @ U Ty fauTeH IruTa i T i | 1

Kiya and Leela are partners sharing profits in the ratio of 3 : 2. Kiran was

admitted as a new partner with éth share in the profits and brought in
T 24,000 as her share of goodwill premium that was credited to the capital
accounts of Kiya and Leela respectively with ¥ 18,000 and ¥ 6,000.

Calculate the new profit sharing ratio of Kiya, Leela and Kiran.

5.  feaet, Fffar qen amft drsieR 9 dA1 3 : 2 : 1% AU H AH-gIH Sied o |
30 S, 2017 I &I I Gog B TS | T Al FAY H AW H IGR] HE [oha
T UG o S T 6,00,000 o7 | fUger = aut # foshd W &9 T 10%
off | 1ot geaeh ufa o 31 WT= ol &g A B |

Y § N1 o HI shl TUET il | 1
Dinkar, Navita and Vani were partners sharing profits and losses in the
ratio of 3 : 2 : 1. Navita died on 30t June, 2017. Her share of profit for

the intervening period was based on the sales during that period, which
were ¥ 6,00,000. The rate of profit during the past four years had been
10% on sales. The firm closes its books on 315t March every year.

Calculate Navita’s share of profit.

6. ‘39T & fASht ofrEe wr R 14 g ? 1
HAAAT
‘SRfara S 1 R o1ed 7 2 1
What is meant by ‘Private Placement of Shares’ ?
OR

What is meant by ‘Reserve Capital’ ?

7. o0 35 avi 4 T ®H &1 3|d @9 T 80,000 B AT Teh T YHR o
AR 6l THT Ufdha @ 10% 7 | AfG 4 I & AMRYATY (YR T19) &
W EHH hHl TN T 1,00,000 7, T BH g =i gsht wmd i | 3

Average profits of a firm during the last few years are ¥ 80,000 and the
normal rate of return in a similar business is 10%. If the goodwill of the
firm is ¥ 1,00,000 at 4 years’ purchase of super profit, find the capital
employed by the firm.

677211 3 P.T.O.
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8. gV fafes’ 4 ves WA fafiids @ T 6,90,000 H T9 1 AL 1 63
fre | vees fafiRe 1 YmaE = 90,000 % TH gE, S A HIg 99T ¢ o,
%I TR ek aAT AT HT YIAH T 100 TIh o 6% FITAT I 20% o8
o fifira shees fomam T |

3I9YH oFeHl o fau g Je fafiee’ & qeasi § smavas Usam=n gfafseat
IS |

YT

Se & fdfiee’ 3 T 100 9% & T 4,00,000, 9% RO 1 T 5% & o
X fopan feRt sitem 109% % fiftem W R |

U el % T e % ffiree’ ot geaent § stags Ustm=n gfafseat
HITTT |

‘UZ Ltd. purchased Plant and Machinery from Elk Machine Ltd. for
T 6,90,000. Elk Ltd. was paid by accepting a draft of ¥ 90,000 payable
after three months and the balance by issue of 6% debentures of ¥ 100

each at a discount of 20%.

Pass necessary journal entries for the above transactions in the books of
‘UZ Ltd”

OR

‘ZK Ltd. issued T 4,00,000, 9% Debentures of T 100 each at a discount of
5% redeemable at a premium of 10%.

Pass necessary journal entries for the above transactions in the books of
ZK Ltd.’

9. foca fafies T 10,00,000 H Afepa I&fl, St T 10 T&F 6 1,00,000 FHAT
st # fawee off, @ wofiepa ot | Ol 4 ST % SANEH 2g 80,000 I
et fepy, T | 75,000 7= 1 AMSH 83T | 3,000 =M W T 2 Ufd
A9 bl 3Ifcw Im=ET S Sre Tt Ty g @ W | e fafes & feufa
foaor &+t erfafem, 2013 1 SR 1L 9T 1% a9l & THER
et (T Tfen) 9fw |

31 |, 2018 =Rt el ferarur (ver fend)
fereror Jre . T
1. YT B
(a)mﬁ 1

67/2/1 1
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e 9.

Willow Ltd. was registered with an authorized capital of ¥ 10,00,000

divided into 1,00,000 equity shares of ¥ 10 each. The company offered

80,000 shares for subscription to the public, out of which 75,000 shares

were subscribed. All amounts were received except the final call of ¥ 2

per share on 3,000 shares. Fill in the missing figures in the Balance
Sheet of Willow Ltd. as per the provisions of Schedule III, Part I of the
Companies Act, 2013.

Balance Sheet as at 315t March, 2018 (An extract)

Particulars Note No. T
EQUITY AND LIABILITIES
1. Shareholders Funds
(a) Share Capital )

P.T.O.
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Note to Accounts
Note No. Particulars T
1 Share Capital

Authorised Capital

Subscribed Capital
Subscribed and full paid
shares of ¥ 10 each
Subscribed but not fully paid
sharesof ¥ 10each ...

10. AT el A & 1250 TEET o AT YA T 150 dTNeh Tl <l AT | 31 W,
2018 %! TS §Y I H FA hl 45 TR § =-q1 T A& g3 qA1 46 HG&Al &
31 9T, 2019 I TATK B el 9 % fIQ SATH =wa1 T BT | 31 ArE, 2017
i 3Ted ==a1 T 15,000 qAT ATH ITed == T 3,000 AT |

31 #€, 2018 ! THIG BT 9 o [T ‘Wt T WM @1 s SHT § @] 6l
S gTeft =g 1 s 1 o Hif |

Janta Kalayan Club has 1250 members each paying an annual
subscription of ¥ 150. During the year ended 315t March, 2018 the club
did not receive subscription from 45 members and received subscriptions
in advance from 46 members for the year ending 315* March, 2019. On
318t March, 2017 the outstanding subscriptions were ¥ 15,000 and
subscriptions received in advance were ¥ 3000.

Calculate the amount of subscription that will be debited to the ‘Receipts
and Payments Account’ for the year ended 315t March, 2018.

11. &0, Tt a1 307 Uk B H WIEER 8§ 9971 5 : 3 : 2% U H AY-gI sied
2113739, 2018 ¥ I8 Wiasy H <NY-gIH 2 : 5 : 3 31U | died ol iy
foran | 3t feufa faeror, env-as @@ ° T 75,000 den oW IAR-=RE I
4 T 15,000 S @M A1 | 36 SFAISH =g T FeHid g3 foh

(i)  %H i ©AIfd T Gedrehd T 3,00,000 T T T |




12.

672 7 P10

(i) a9 (q&I qeF T 50,000) I e T 35,000 T FoRaT T |
(iii) T 50,000 T&I eI o ¥ih W 10% ¥ [eIg™ TR AT |
ITYh o ToTu i TEaehl H ATE9Teh UsHEET FiAfsedl hiferg |

Hari, Kunal and Uma are partners in a firm sharing profits and losses in

the ratio of 5 : 3 : 2. From 15! April, 2018 they decided to share future
profits and losses in the ratio of 2 : 5 : 3. Their Balance Sheet showed a
balance of ¥ 75,000 in the Profit and Loss Account and a balance of

T 15,000 in Investment Fluctuation Fund. For this purpose, it was
agreed that :
1) Goodwill of the firm was valued at ¥ 3,00,000.

(ii))  That investments (having a book value of ¥ 50,000) were valued at
< 35,000.

(iii) That stock having a book value of ¥ 50,000 be depreciated by 10%.

Pass the necessary journal entries for the above in the books of the firm.

Hr, wrefes q9n Ufgd Tk &0 H WEIGR I 9AT 2 : 2 : 1 UG § oY Sied
9 | 31 WM, 2018 i 3k el foeror 7 UopR & ot

31 HT=l, 2018 R HRT, "1 AT Afed 1 feata feamor

[SECE 3,00,000 | =2rf gfEmfoat 7,00,000
AT T 1,00,000 | ¥ish 2,00,000
kSl S 1,50,000
LIty 4,00,000 | ¥ & Tehg 3,50,000
Trefeh 3,50,000
tfed 2,50,000
14,00,000 14,00,000

15 S, 2018 I @1 I o 8 5 | AEEH i@ & AAR 39 I1Gh

(i) 3ok Yot @I 1 I |

(i) wEfd o 3"t 9 et T fuse 9 ad % oft|d @i < o o
o IMYT W Sl I |




(i) g K Tafy T i # I8k 9T K AT TUSe g 9w o If|d AT
% IMYUR W I AWM | §F o 99 § 8 TwAEfy I a8 Sifed o
IGeh! TUMFT HEMT § ohl SO |

(iv) 3&eh! gcg i fafyr o ISt T 12% ¥fd 99 6l & = |

o o) Il § &4 & 9 o

2014 - 15 ¥ 1,20,000, 2015 — 16 ¥ 2,00,000, 2016 — 17 T 2,60,000 dT

2017 — 18 T 2,20,000.

1 o FsaTgent sl < TRT 1 L PTaE L g mi |

38k TSATGhT <l TgA fohal ST ST HTefeh <l YSil WA dIR i |

Meera, Sarthak and Rohit were partners sharing profits in the ratio of

2:2:1. On 31 March, 2018, their Balance Sheet was as follows :

Balance Sheet of Meera, Sarthak and Rohit as at 31 March, 2018

Liabilities Am;unt Assets Am;unt
Creditors 3,00,000 | Fixed Assets 7,00,000
Contingency Reserve 1,00,000 | Stock 2,00,000
Capital : Debtors 1,50,000
Meera 4,00,000 | Cash at bank 3,50,000
Sarthak 3,50,000
Rohit 2,50,000
14,00,000 14,00,000

Sarthak died on 15t June, 2018. According to the partnership deed, his
executors were entitled to :

1) Balance in his Capital Account.

(i1))  His share of goodwill will be calculated on the basis of thrice the
average of the past 4 years’ profits.

(iii) His share in profits up to the date of death on the basis of average
profits of the last two years. The time period for which he survived
in the year of death will be calculated in months.

(iv) Interest on capital @ 12% p.a. up to the date of his death.
The firm’s profits for the last four years were :

2014 - 15 ¥ 1,20,000, 2015-16 ¥ 2,00,000, 2016 —17 ¥ 2,60,000 and
2017 - 18 ¥ 2,20,000.

Sarthak’s executors were paid the amount due immediately. Prepare
Sarthak’s Capital Account to be presented to his executors.
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13. ST FA9 i FH I ¥ 31 W€, 2018 1 GHIG ¥ o [T ™ W@ =T

WA dIR HIST |

31 T, 2018 1 THT ¥ o {10 A6 FeTal BT ATfed TS YA @t

Y M AW 50,000 | BaX 1,30,000
IECER I 2,400 | I 64,500
T 17,000 | fafas == 52,000
I 3,00,000 | <HAIHH == 12,000
fopTrT T g 70,000 | %erg HfA 6,000
U ARG i fersht 600 ((3(()701.]22;[017 ) 1,00,000
Houl qeT T 19,000
Ay f= & T 56,500
4,40,000 4,40,000

STIARE G :

e =< § T 15,000 99 2018 — 19 & Afferd & | 31 9, 2018 i 3T a<
1 TRT T 20,000 ot | 31 A=, 2018 i 7€ dd9 T 8,000 T 4T I fehtrnm
T 2,000 97 | HgUT G I &1 AU Wik T 12,000 AT, S&ich Af<m

% T 15,000 9T |

P.T.O.



From the following information of Gems Club, prepare Income and
Expenditure Account for the year ended 315t March, 2018.

Receipts and Payments Account of Gems Club for the year ending

315t March, 2018
Receipts Am;unt Payments Amgmt
To Balance b/d 50,000 | By Furniture 1,30,000
To %nterest on 2,400 | By Salaries 64,500
nvestments
. By Miscellaneous
To Donations 17,000 Expenses 52,000
To Subscriptions By Telephone
3,00,000 Charges 12,000
To Rent Received 70,000 | By Fax Machine 6,000
To Sale of old 600 | By 6% Investments 1,00,000
newspapers (on 01.08.2017)
By Printing and
Stationery 19,000
By Balance c¢/d 56,500
4,40,000 4,40,000

Additional Information :

Subscriptions received included ¥ 15,000 for 2018 — 19. The amount of
subscriptions outstanding on 315t March, 2018 were ¥ 20,000. Salaries
unpaid on 315t March, 2018 were ¥ 8,000 and Rent receivable was
< 2,000. Opening stock of printing and stationery was ¥ 12,000, whereas
Closing stock was ¥ 15,000.

10
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14.

JMTENY AT H1d Th HH H FTEGR o qAqT 3 : 2 o I § WG aied o |
31 9T, 2018 = 31 fEfd foewor 7 yr & o

31 A=, 2018 <h 3T dAT Had T fefa feamor

T AeR 42,000 | S 35,000
e wosy iy 60,000 | &Ik 24,000
i) mmefiy =1 k0T 9,000 | TTER 19,000
Hd T T 35,000 | ®i=R 40,000
HR &fgfd 20,000 | €I 2,10,000
% Sar=eE =y 4,000 | fraw 32,000
gt ATH-EIH @ra 10,000
Ay 1,20,000
$id 80,000 | 500,000
3,70,000 3,70,000

3Tk Tafer =t 3=aiq H o foere o1 ol femam |

() MY B sl T 38,000 H @4 o fow qeom sfimd) mefiv & w1
WIAH A 5 fIT dgad ga1 |

(i) e ¥ T 18,500 I §U A TIF ¥ 10% Afeeh Ied g |

(iii) 9 4 40% Fieh I J&Ih oI 8 20% FH | o fo=1 | AT wfeh Hl
10% o @19 9 <=1 T4 |

(iv) & T 12,000 3 9TifHes W fqued & ITQRE H QW HEH & g

AT IEA AT ! g HE b T TGHA & T | A W ATEATSR

=g T 8,000 Y |

A T GIR HINT |

11
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Ashish and Kanav were partners in a firm sharing profits and losses in
the ratio of 3 : 2. On 315t March, 2018 their Balance Sheet was as follows :

Balance Sheet of Ashish and Kanav as at 315t March, 2018

Liabilities AmOunt | 5 ssets Amount
Trade Creditors 42,000 | Bank 35,000
Employees’ Provident 60,000 | Stock 24,000
Fund
Mrs. Ashish’s Loan 9,000 | Debtors 19,000
Kanav’s Loan 35,000 | Furniture 40,000
Workmen’s
Compensation Fund 20,000 | Plant 2,10,000
Investment Fluctuation 4,000 | Investments 32,000
Reserve
. Profit and Loss

Capital : Account 10,000

Ashish  1,20,000

Kanav 80,000 2,00,000

3,70,000 3,70,000

On the above date they decided to dissolve the firm.

1) Ashish agreed to take over furniture at ¥ 38,000 and pay off
Mrs. Ashish’s loan.

(i1)  Debtors realised ¥ 18,500 and plant realised 10% more.

(iii) Kanav took over 40% of the stock at 20% less than the book value.
Remaining stock was sold at a gain of 10%.

(iv)  Trade creditors took over investments in full settlement.

(v) Kanav agreed to take over the responsibility of completing
dissolution at an agreed remuneration of ¥ 12,000 and to bear
realization expenses. Actual expenses of realization amounted to
T 8,000.

Prepare Revaluation Account.

12



15.

FH, HIfcT AT TN HEER I qAT IANGVS H SAGC(-eh AHH 1 AId™
Hd I | GG @Id IR qT §=¢ i o 499 I8 Ual dal foh 31 HIE,
2017 AT 2018 1 THTG BT VI o [T HISGRT hl TSl T 6% Jid a9 =
TR TR, Sefeh AR Ho@ U IS W AN % folu I yag™ T8 o |
39 faudia, Fe qem it A T 3,500 9T T 4,000 FATHS Id7 & FheR
g, o @@ @ foen men | IR T 9fRT e = 4,00,000,
T 3,60,000 A& T 2,40,000 off | st g awf ¥ IgH 9-gIH = THR

g afe
Y gHI AT
319, 2017 3 2:1
31m%f 2018 :3:2
3Tdh GUTAISHT % forw 1 =, 2018 qv‘fl i qEdeh] H AT FHTAISH

gfafse SHT | 379+ FR hl T TIT |
e

31 AT€, 2018 I T GAT TGN b THRINH & =T AR, aret aon foria
@ ISl @ral & AY A T 8,00,000, T 6,00,000 TAT T 4,00,000 & |

Clt %ww%usﬁamwwwqﬁwwm@aﬁaﬁ@
T 10% Ifd 99 =IS T AT qAT BN W 6% Afd 99 SIS AT o | 9N §
AT I TS WIE % G H T 20,000, It 3 Tk JY I§ ok MTH H
T 50,000 T forfia 3 31 S7&Rgs, 2017 ! T 1,00,000 I HATEW feha |
31 I, 2018 I THTW FC 9N H [g 9 T 1,50,000 A | AW fqHeH

IUE 2:2:19 |

Ww@ﬁ%mﬁﬁmﬁww@muﬁ@ﬁﬁqlw
%R T e |

Naveen, Qadir and Rajesh were partners doing an electronic goods
business in Uttarakhand. After the accounts of partnership were drawn
up and closed, it was discovered that interest on capital has been allowed
to partners @ 6% p.a. for the years ending 31st March, 2017 and 2018,
although there is no provision for interest on capital in the partnership
deed. On the other hand, Naveen and Qadir were entitled to a salary of
T 3,500 and T 4,000 per quarter respectively, which has not been taken
into consideration. Their fixed capitals were ¥ 4,00,000, ¥ 3,60,000 and
T 2,40,000 respectively. During the last two years they had shared the
profits and losses as follows :

Year Ended Ratio

315t March, 2017 3:2:1

315t March, 2018 5:3:2
Pass necessary adjusting entry for the above adjustments in the books of

the firm on 15t April, 2018. Show your workings clearly.
OR

13 P.T.O.



16.

On 315t March, 2018 the balance in the Capital Accounts of Abhir, Bobby
and Vineet, after making adjustments for profits and drawings were
T 8,00,000, ¥ 6,00,000 and T 4,00,000 respectively.

Subsequently, it was discovered that interest on capital and interest on
drawings had been omitted. The partners were entitled to interest on

capital @ 10% p.a. and were to be charged interest on drawings @ 6% p.a.
The drawings during the year were : Abhir — ¥ 20,000 drawn at the end

of each month, Bobby — ¥ 50,000 drawn at the beginning of every half
year and Vineet — ¥ 1,00,000 withdrawn on 315t October, 2017. The net
profit for the year ended 315t March, 2018 was ¥ 1,50,000. The profit

sharing ratiowas 2:2: 1.

Pass necessary adjusting entry for the above adjustments in the books of
the firm. Also, show your workings clearly.

SR fAfiRe 9 T 10 99% & 2,00,000 TUAT 3T HI T 20 Ufd AA &
Hftem @ frifig @ o fou sfreed stmfaa feu | ufy e g & 29 off .

TG W — T 29fq W

JATE T — ¥ 139 31 (T 10 Hiftem wfga)
T AT T — T 79 3 (T 5 My dfgq)
arfem A=A W — ¥ 89fd 31w (T 5 Hifim afzq)

1,80,000 3701 % AT 3TTeGA U1 Y | AT STTeIGehI ol 3TT ol HTeied L Team
T | 5,000 M h Teh AW, N, o e URT o @0 A0 gl 19
T &1 PIa X T | 7,000 M T Th AN, foOuiw, 3qeed qf¥r &1
YT S H HA @1 | $8h 9991 J90 IraA1 7l 75 | Ry 9 oA
TR 1 YA oW AT & T HL Q@1 | 2,000 AT o6 NG, FHIAA,
AT ATEAT T YA 81 TRl | FHAN o ST T T AW AT=AT 6
gvaTq R TR e | gor feRT T Tt W | 1,500 oFI 1 T 8 Wfd T Ui
Yed g R feam |

ST Tl & for SR fofies & gl § smawEs UsHm=n gfafseat
HIT |

HAAT
14



‘P T @ TAfes’ 3 T 10 I8 & 1,00,000 3790 HI T 2 Ufd 3131 & fiftmm
W fifia =@ & U treed smf=d foen | afyr 1 gy 3 23 o -

AT W — T 39fq 1w (T 1 hiftrm afza)
3ATEE | — T 49fq 3w (T 1 fiftem wfza)
JIH ITEHT | — T 3Yfd 3w

a0 1 AfH A=A W — Y Tl
1,90,000 37211 % TOTT 3TeGA U Y | 3ATAGeh! I - ThR & ITTeeA fohall

RI I
St IO ﬁﬁq Rl Legics 12 ™ 1 | ﬁFQ T 373N i
g e
I 50,000 40,000
11 1,00,000 60,000
Y 3TTeEHT ol T L feam = |

gt 1 O Tref-od U AU, Tod, o 2,500 391 o fou e fopam o,
TS AT T AT T ¢ URT 1 PTAH i H THBA TG | 38eh M
L BT L Torm TR |

gof} 11§ wraf=ad, 3,000 370 <hl Tsh AN, a1, Tom qon fode I ufs
T P B H TEHhe W | 3Hh 73 1 oft 707 K foram o | 5k g
4,000 371 1 T 8 Wi 319 U1 ea A R feam R | sEE G o
fepu T weft 7w wftafea 9 |

I9Yh el & foTe ‘&% va w fafies’ i qeaent # stavess T gfafsest
HIfTT | 8

Denspar Ltd. invited applications for issuing 2,00,000 equity shares of
T 10 each at a premium of ¥ 20 per share. The amount was payable as

follows :
On Application - T 2 per share
On Allotment — T 13 per share (including ¥ 10 premium)
On First Call — % 7 per share (including ¥ 5 premium)
On Final Call — T 8 per share (including ¥ 5 premium)

Applications for 1,80,000 shares were received. Shares were allotted to all
the applicants. Yogesh, a shareholder holding 5,000 shares paid his

67/2/1 15 P.T.O.



entire share money along with the allotment money. Vishesh, a holder of
7,000 shares, failed to pay the allotment money. Afterwards the first call
was made. Vishesh paid the allotment money along with the first call
money. Samyesh, holding 2,000 shares did not pay the final call.
Samyesh’s shares were forfeited immediately after the final call. Out of
the forfeited shares, 1,500 shares were reissued at ¥ 8 per share fully
paid up.

Pass the necessary journal entries for the above transactions in the books
of Denspar Ltd.

OR

‘KLN Ltd.” invited applications for issuing 1,00,000 shares of ¥ 10 each
at a premium of ¥ 2 per share. The amount was payable as follows :

On Application — Y 3 per share (including premium < 1)
On Allotment — < 4 per share (including premium < 1)
On First call — T 3 per share

On Second and Final Call — Balance amount

Application for 1,90,000 shares were received. Allotment was made to the
applicants as follows :

Category No. of Shares Applied  No. of Shares Allotted
I 50,000 40,000
II 1,00,000 60,000

Remaining applications were rejected.

Rajat, a shareholder belonging to Category I who had applied for 2,500
shares, failed to pay the amount due on allotment and first call. His
shares were immediately forfeited.

Reema, a shareholder belonging to Category II who was holding 3,000
shares failed to pay the first call and second call money. Her shares were
also forfeited. Afterwards 4,000 shares were reissued @ I 8 per share

fully paid up. These included all the forfeited shares of Reema.

Pass necessary journal entries for the above transactions in the books of
‘KLN Ltd.’
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17. Hred, o7 qon e w v | "igier 9 991 e %,%a@n %%agcrmﬁ
Y-8 STed 9 | 31 9, 2018 i 3T fefa foemor 1 9o & o
31 HT=I, 2018 ! Higd, foa aon et = feafa feemor

. Tt . i
e - giErfT >
TER 48,000 | S T Thg 31,000
e wfasy iy 1,70,000 | 9T foret 54,000

. JEdeh Fl 63,000

TR T 30,000 | o .

h ROT o g
: FIEDIE] 2,000 61,000
el 1,20,000 I T wRi 1,20,000
@ 1,00,000 ff qem Wed 2,92,000

Fem 90,000 3,10,000

5,58,000 5,58,000

Ik fafer ol TigA = s1aeere TEw fora e a8 weald 88 o
() &9 a1 HA R 5% JoIgE Rl S |

(i) TH AT HrgR 8 @ § omafaiRea & foam mm o = 4,000 § =0

0|

(iii) ¥ 3,000 TFA FOT TfIRgd fRT AT G THERT W god Td dige =oni

& T 5% <1 Trae™ feman smam |

(iv) W hl T 1 qoA™hd T 1,80,000 FRaT TR q1 S8H & HIET I AW
3G @Id H, foa qon fen & @ral o 9™ | il ek, ST Rt T T |

(v) 7% BH @ IS T 90,000 Fgif@ 1 8 qun Rufd SgER Tg @R
AT PIAH Hih SARIH FHRESH foh TT |

(vi) o qen fe wiosy o &1y 3: 2 S19Td | |1 |
gTifed ®H 1 JTHeAThd @Mdl, ATSCRi < Yol @Td qon fefd foewor dum

S |

YT

677211 17

P.T.O.



ST qe UTed Teh BH H HIBIGR & a1 3 : 2°%h T4 H ATH died @ |
31 9T, 2018 & 37 fedfd foewor f yvr @ o

31 HT=, 2018 Rl (=T dAT Afed vt fearta feamor

Tamd - Piteseeiip -
fafae Ser 80,000 | TS 42,000
o foa 38,000 | TSR 1,32,000
T g 50,000 | 25 : S ol
’ o graam 2,000 | 1,30,000
g ik 1,46,000
T 1,60,000 I a1 w0 1,50,000
UfEd 1,40,000 3,00,000
4,68,000 4,68,000

ﬁmmﬁmm@%ﬁfaﬁmﬁ%m%é%m%mmﬁww
YTSieR ST T

(i) TN A IS @R | Wy @ 98 ©id iR 1 SAuEr W
T 80,000 77TE A |

(i)  EE = % 10% I GiGY RN o T Taeg™ # TIHANT T o |
(iii) SRR &fAqd 1 g@ET T 40,000 I T |

(iv) &I &I T 16,000 Ak qearerd fopam T |

(v) o, Ufga an maret wfosa § 5.3 : 2% STUd § o1y | |

gFifed ®H 1 GAHcATh @Tdl, "R % Y @d qor Rufd foeto dur
HIT |
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Mohan, Vinay and Nitya were partners in a firm sharing profits and

losses in the proportion of %, 3 an

1

2018, their Balance Sheet was as follows :

d % respectively. On 315t March,

Balance Sheet of Mohan, Vinay and Nitya as at 315t March, 2018

Liabilities AMOUNt | A gsets Amount
Creditors 48,000 | Cash at Bank 31,000
Employees’ Provident Fund 1,70,000 | Bills Receivable 54,000
Contingency Reserve 30,000 | Book Debts 63,000
Less : Provision
Capital : for doubtful
debts 2,000 | 61,000
Mohan 1,20,000 Plant and Machinery | 1,20,000
Vinay  1,00,000 Land and Building | 2,92,000
Nitya 90,000 3,10,000
5,58,000 5,58,000

Mohan retired on the above date and it was agreed that :
) Plant and machinery will be depreciated by 5%.

(ii)
(iii)

An old computer previously written off was sold for ¥ 4,000.
Bad debts amounting to ¥ 3,000 will be written off and a provision

of 5% on debtors for bad and doubtful debts will be maintained.

(iv)

Goodwill of the firm was valued at ¥ 1,80,000 and Mohan’s share

of the same was credited in his account by debiting Vinay’s and

Nitya’s accounts.

(v)

The capital of the new firm was to be fixed at ¥ 90,000 and

necessary adjustments were to be made by bringing in or paying
off cash as the case may be.

(vi)

Vinay and Nitya will share future profits in the ratio of 3 : 2.

Prepare Revaluation Account, Partners’ Capital Accounts and the

Balance Sheet of the reconstituted firm.

OR

19
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Leena and Rohit are partners in a firm sharing profits in the ratio of
3 : 2. On 315t March, 2018, their Balance Sheet was as follows :

Balance Sheet of Leena and Rohit as at 315t March, 2018

Liabilities Am;“nt Assets Am;“nt
Sundry Creditors 80,000 | Cash 42,000
Bills Payable 38,000 | Debtors 1,32,000
Less : Provision
General Reserve 50,000 | for doubtful
debts 2,000 | 1,30,000
Capital : Stock 1,46,000
Leena 1,60,000 Plant and Machinery | 1,50,000
Rohit 1,40,000 3.00,000
4,68,000 4,68,000

On the above date Manoj was admitted as a new partner for 1th share
in the profits of the firm on the following terms :

) Manoj brought proportionate capital. He also brought his share of
goodwill premium of ¥ 80,000 in cash.

(i1))  10% of the general reserve was to be transferred to provision for
doubtful debts.

(i1i) Claim on account of workmen’s compensation amounted to
< 40,000.

(iv)  Stock was overvalued by ¥ 16,000.

(v)  Leena, Rohit and Manoj will share future profits in the ratio of
5:3:2

Prepare Revaluation Account, Partners’ Capital Accounts and the

Balance Sheet of the reconstituted firm.
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ECLERC)
e 1

(Terefrr fereromt =t fergewor)

PART B
OPTION 1

(Analysis of Financial Statements)

18. Uehs TaTE el dUR ohid W ‘AW Tehg q1 o 9& =i fgu 7T ==on’ <l
319 fore TR <t TTffafer & st=wia affepd hidl ? 1

Under which type of activity will you classify ‘Cash advances and loans
made to third party’ while preparing Cash Flow Statement ?

19. Ushe YaTE faator duR - & WAfHh 3L I Ieai@ HIT | 1
State the primary objective of preparing ‘Cash Flow Statement.’

20. IO ATAFEE, 2013 hT FATEI 111, HIT 1k FTIR Teh HraH! o fefa oo
¥ ffefad #ai 1 forT qea sfieni @ Iusfiehi o 3T=wid ST ST@ 2 4
(i)  FOT W SR q9n < ST
(i) U IR
(i)  3T0m Jr=TeT W Afla s
(iv)  3Ted Ir=A1el W ¢ S
(v) =i fug (deame)
(vi) RUTUAT o Shee X fifRm
(vii) &I q TR

(viii) Ye~ed
ST
“Torfir feremomt o fargeiwor’ <At foregl =R HioreTi sl 989 § gHeEsy | 4
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Under which major headings and subheadings will the following items be
presented in the Balance Sheet of a company as per Schedule III, Part I of
the Companies Act, 2013 ?

(1) Interest accrued and due on debentures
(i1))  Loose tools

(iii)  Accrued interest on calls in advance
(iv) Interest due on calls in arrears

(v)  Trademarks

(vi)  Premium on redemption of debentures
(vii) Plant and Machinery

(viil) Patents
OR

Explain briefly any four limitations of ‘Analysis of Financial Statements.’

21. () TAfRad ga1 & S SATER0N TG 6l T0FT HIRT
S T L b PTAH o 91 g A9 T 1,20,000; AR hT G 40%;
15% FO93 T 1,00,000; T 1,00,000 T 12% 4k RO |

(i) T HFH % 9@ T 3,00,000 I AT INEERET qA T 1,40,000 FHi
7o) QTS & | 38k UTET, 389 T 20,000 T WA SUR A R | HIeA
% hd o TYETq el ST hi UM ST |

AT

@WW?’F{HWl 12 | SR Higd Ica@ hifve for fafafaa
e STUTA Sl FGIUT, HTUH 37aT 3HH hIg Tiad gl il
(i) T 10,000 % sy Hfiftrm w1 1M syram foham I |

(i) ¥ 8,000 T HTA IR h TohIAT =T |

(iii) ¥ 1,00,000 % O YT THar 791 i fope w |
(iv) ¥ 5,00,000 % 9% FRUH k1 T, fashar 1 A3l % w9 & fou
ToRam T |
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22,

(i)

From the following information calculate Interest Coverage Ratio :

Net profit after interest and tax ¥ 1,20,000; Rate of income tax
40%; 15% debentures ¥ 1,00,000; 12% Mortgage loan ¥ 1,00,000.

(ii)

A company had Current Assets ¥ 3,00,000 and Current Liabilities

T 1,40,000. Afterwards, it purchased goods worth ¥ 20,000 on
credit. Calculate the Current Ratio after the purchase of goods.

Quick ratio of a company is 1 :

OR

1. State, with reason, whether the

following transactions will increase, decrease or not change the ratio :

1)
(i1)
(iii)
(iv)

purchased.

Paid insurance premium in advance ¥ 10,000.
Purchased goods on credit ¥ 8,000.
Issued fully paid equity shares of ¥ 1,00,000.

Issued 9% debentures of ¥ 5,00,000 to the vendor for machinery

31 W=, 2017 99T 31 W=, 2018 1 FATA a6 o AH-RMH [ooX0 § 3gga

frafafiea =1 & T qorTcas ay-gTi foewr dum Shifr 4
e 2017 - 18 2016 — 17
T 8 S 39T <A1 T8 gl <Al | 39w <A e gl bl
AN T 300% AN T 200%
39T <At T8 "rfl hl A | T 2,40,000 T 2,00,000
Y Y 39T <A1 8 "l <Al | 3w <h 8 gl <hi
AT T 20% AN T 10%
WX 50% 50%

From the information extracted from the Statement of Profit and Loss for
the years ended 315t March, 2017 and 315t March, 2018, prepare a
Comparative Statement of Profit and Loss :

Particulars 2017 - 18 2016 - 17

Revenue from operations | 300% of cost of 200% of cost of
material consumed | material consumed

Cost of materials = 2.40,000 < 2,00,000

consumed

Other expenses 20% of cost of 10% of cost of
material consumed | material consumed

Tax rate 50% 50%

23
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EE

0]
23. 319, 2018 ! E.4.vH. fafies % Ffafaa feafa faawor qen sifafes g
T Uehg Jarg feeror dam i
31 6T, 2018 w1 feufa faeror
dC | 31.3.2018 | 31.3.2017
fereror g. z <
I - {UAT e GFaTy
1. | siwrardt fAfemt .
(1) ofer gt 30,00,000 | 21,00,000
() H=9 g i 1 4,00,000 |  5,00,000
2. | grerer g ;
FPEANIE kA 2 8,00,000 |  5,00,000
3 Wﬁ'ﬂﬁT@: :
() =AMUR 1,50,000 |  1,00,000
(|) ITcuTEly yag™ 3 76,000 56,000
44,26,000 | 32,56,000
II - i
1. | 3T<reT gl
FYTT TR
(i) ¥ giEFfEr 4 27,00,000 | 20,00,000
(i) 3Td giErfT 8,00,000 |  7,00,000
2 wtrﬁmcrﬁraﬁ :
(e1) = faaw 89,000 78,000
(%) mrer-g 8,00,000 |  4,00,000
(|) Ths T Uhg oo 37,000 78,000
44,26,000 | 32,56,000
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@Al o HeH
:ﬁz r— 31.3.2018 31.3.2017
g. z T
L | do= ud anfe .
(oTTfereRT T TH-gT foraor
V) 4,00,000 5,00,000
4,00,000 5,00,000
2. | Sredentefla =
8% RUTIH 8,00,000 5,00,000
8,00,000 5,00,000
3. | TuTaty Y™ :
= o U gegE 76,000 56,000
76,000 56,000
4. | ot uferaft
T 33,00,000 25,00,000
o : Thid (HEA) qeagE (6,00,000) (5,00,000)
27,00,000 20,00,000

STIARE G :

() o9 % 9 T 8,00,000 AN hl Teh T hl T 6,40,000 H &= f&=

T 58 W T 3,20,000 H THEA (WFd) ToasE o |

(i) RO9=l o1 T 1 318w, 2017 i TR T |
From the following Balance Sheet of DCX Ltd. and the additional
information as at 315* March, 2018 prepare a Cash Flow Statement :

DCX Ltd.
Balance Sheet as at 315t March, 2018
Note | 31.3.2018 31.3.2017
Particulars No. F
I - Equity and Liabilities :
1. | Shareholder’s Funds :
(a) Share Capital 30,00,000 21,00,000
(b) Reserves and Surplus 1 4,00,000 5,00,000
2. | Non-Current Liabilities :
Long-term Borrowings 2 8,00,000 5,00,000
67/2/1 25 P.T.O.



(=]
Note | 31.3.2018 31.3.2017
Particulars No. F F
3. | Current Liabilities :
(a) Trade Payables 1,50,000 1,00,000
(b) Short-term Provisions 3 76,000 56,000
Total 44,26,000 32,56,000
II - Assets :
1. | Non-Current Assets :
Fixed Assets :
(i) Tangible Assets 4 27,00,000 20,00,000
(i1) Intangible Assets 8,00,000 7,00,000
2. | Current Assets :
(a) Current Investments 89,000 78,000
(b) Inventories 8,00,000 4,00,000
(c) Cash and cash equivalents 37,000 78,000
Total 44,26,000 32,56,000
Notes to Accounts :
Note . 31.3.2018 | 31.3.2017
Particulars
No. 4 <
1. Reserves and Surplus :
(Surplus i.e. Balance in the
Statement of Profit and Loss) 4,00,000 | 5,00,000
4,00,000 | 5,00,000
2. Long-term Borrowings :
8% Debentures 8,00,000 | 5,00,000
8,00,000 | 5,00,000
3. Short-term Provisions :
Provision for Tax 76,000 56,000
76,000 56,000
4, Tangible Asset :
Machinery 33,00,000 | 25,00,000
Less : Accumulated Depreciation | (6,00,000) | (5,00,000)
27,00,000 | 20,00,000

Additional Information :

1) During the year a machinery costing < 8,00,000 on which

accumulated depreciation was ¥ 3,20,000 was sold for ¥ 6,40,000.

(i1)

26
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18.

19.

20.

21.

22.

23.

ECLCRC|
fameu 2
(arfireRfer SR
PART B

OPTION 2
(Computerised Accounting)

o7 T T Y 7 2
What is meant by attributes ?

T T T Y 3 2

What is meant by ‘Hardware’ ?

SR TrETeR Jurett <1 =i HETd S |

Give four limitations of computerised accounting system.

TG FAT JUTTe! St fopedl g 3u-Jomferai <t a9=msy |
AYAT
& 7$ 3rafyr & fore =Te] U0 () & forw st it TomT e we e Ao
T@ W 9Tl "eeh <l gt G |
Explain any two sub-systems of accounting information system.
OR

List the elements to be considered while calculating deductions for
current payroll for a given period.

et o Seh auTgT foerur 99 o ST T Seoig HINT |
AYAT
Uy (HEIE) SE 9 (TT) IO duT WS S ogeqs il o
HHATRY |
State the steps to construct Bank Reconciliation Statements in Tally.

OR
Explain composite vs atomic attributes and stored vs derived attributes.

G3d ®IHfeT o1 w7 31 8 2 39k 2 I a1 1 A1y i |

What is meant by conditional formatting ? Give its two uses and three
benefits.
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