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Part A: Accounting for Partnership Firms and Companies
Unit 1: Accounting for Partnership Firms

Units/Topics

Learning Qutcomes

Parnership: features, Parinership Deed.
Provisions of the Indian Partnership Act 1932
i the absence of parinership deed.

Flwed wis fluctuating capital accounts.
Preparation of Profit and Loss Appropriation
account- division o prolit among partners,
guarantee of profits.

Fast adjustments (relating 1o interest on
capital, interest on drawing. salary and profit
sharing ratio).

Goodwill: mearing, natre, factors affecting
and methods ol valuation - average profit,
super profit and capitalization.

Nobe: interes! on pavtrar's foan is fo bo reated as a
charge agains! profits.

Goodwill: meaning, factors affecting, need for
valuation, methods for calcuation (average profits,

super profits and capitalization), adjusted through
partners capitall current account

Accounting for Partnership firms - Reconstitution
and Dissolution.

Change in the Profit Sharing Ratio amang
the exisling partness - sacrificing ratio,
gaining ratio, accounting for revaluation of
assets and reassessment of liabilities and
reatment of reserves, accumulated profits
and losses. Preparation of revaluation
accourt and balance sheat.

Admission of a partner - effect of admission
of a partner on change in the profit sharing
ratio, treatment of goodwill (as per AS 26),
reatrmant for revaluation of assets and re-
azsessment of labiies, treatment of
resenves, accumulated profits and losses,

After going through this Unit, the students will be

able to:

state the meaning of parnership, partnership
firm and partnership dead.

describe the characleristic leatures of
partnership and the contents of pannership
deed.

discuss the significance of provision of

Partnership Act in the absence of partnership
deed,

differentiate between fixed and Nuctuating
capital, owtline the process and develop the
understanding and skill of preparation of
Profit and Loss Appropriation Account.
devalop the understanding and skill of
preparation prafit and loss appropriation
account imvoling guarantee of profits.
devalop the understanding and skill of
making past adjustments.

stata the meaning, nature and factors
affecting goodwill

devalop the understanding and skill of
valuation of goodwill using different methods.
state the meaning of sacrificing ratio, gakning
ratio and the change in pralit sharng ratio
amory existing pastners.

develop the understanding of accounting
treatment of revaluation assets and
reassessment of labilities and reatment of
reserves and accumulated profits by
preparing revaluation account and balance
sheal

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

devalop the understanding and skill of




adjustment of capital accownts and
prepasation of capital, current account and
balance sheat.

Retirement and death of a partner: effect of
retirement | death of a partner on change in
profit sharing ratio, reatmeant of goodwill (as
per A% 26), reatment for revaluation of
assats and reassessment of liabilites,
adjustment of accumulated prafits, losses
and reserves. adjusiment of capital accounts
and preparation of capital, cuerent account
and balance sheet. Preparation of loan
account of the retiving partner.

Calculation of deceased parlmar's share of
profit il the date of death. Preparation of
decaasad pariner’'s capilal account and hds
axaculor's ScCount.

Dissolution of a partnarship firm: meaning
of dissolution of partnership and parinarship
firm, types of dissolution of a firm. Settlemeant
of accounts - preparation of realization
account, and other related accounts: capital
accounts of partners and cash'bank alc
(excluding piecemeal distribution, Sale o a
comparry and insolvency of pannes(s)).
hote:

(1 I the realized value of tangible assets is nat giver it
should be considerad as realized at book value isel.
(it} If the realized value of intangibla assets s not
given it should be considerad as nil (zero valus).

(ii) In case, the realization expenses are bodna by a
partner, clear indication should be given regarding the
payment thareaol.

ireatment of goodwill as per AS-26, reatmant
al revaluation of assels and re-assessment al
liabilities, treatment of reserves and
accumulated profits, adjustment of capital
accounts and preparation of capial, current
aceount and balance shaet ol e new firm.
entpiain the effect of retirement / death of a
partrer on change in profit sharing ratio.
develop the understanding of accounting
treatment of goodwill, revaluation of assels
ard re-assessment of liabilites and
adjusiment of accumulated profits, losses
and reserves on retiremeant [ death of a
partner and capital adpustrant.

devatop the skill of catculation of deceased
partner's share il the time of his death and
prepare deceased partner's and executar's
account.

discuss the preparation of the capital
accounts of the remaining parners and the
balance sheet of the firm after retiremsent /
death af a partner.

understand the situations under which a
partnership lirm can be dissolved.

develop the understanding of prepasation of
realisation aceount and ather related

atcounts.

Unit-3 Accounting for Companies

Units/Topics

Learning Outcomes

Accounting for Share Capital
« Featwres and types of companies.

+  Share and share capital: nature and Lypeas.

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

+ state the meaning of share and share capital




» Accounting for share capital: issue and
allotment of equity and preferences shares.
Pubilic subscrption of shares - over
subseription and under subscription of
shares; issue at par and at premium, calls in
advance and arrears (excluding interest),
issue of shares for consideration other than
cash.

» Concept of Private Placement and Employes
Stock Option Plan (ES0P), Sweal Equity.

« Accounting reatment of forfeiture and re-
issue of shares.

» Disclosure of share capital in the Balance
Sheet of a compary.

Accounting for Debentures
« Debentures: Meaning, types, Issue of

debentures at par, at a premium and at a
discount. lssue of debantures for
consideration other than cash; 1ssue of
debentures with terms af redemption:
debentures as collateral security-concep,
interest on debentures (concept of TDS 15
encluded). Writing off discount [ [oss on issue
ol debentures.

Mote: Discount or loes an issue of debeniunes o be

wiitten off in the year debentures are allotted from

Security Premium Reserve (if it exists) and then from

Slatemant of Profit and Loss as Financial Cost (&S

16)

and differentiate between equity shares and
preference shares and different types of
share capital,

« understand the meaning of private placemsant
of shares and Employee Stock Option Plan,

«  expilain the accounting treatment of share
capital ransactions regarding issue of
shares.

« develop the understanding of accounting
treatment of forfeiture and re-issue of
forfedted shares.

« describe the presentation of share capital in
the balance sheet of the company as per
schedule 111 part | of the Companies Act
2013

«  explain the accounting treatment of different
categories of transactions refated to issue of
debenturas.

«  develop the understanding and skill of writing
al discount { loss on issue of debentures.

« understand the concept of collateral security
and its presentation in balance sheet.

« develop the skill of calculating interest on
debentures and its accounting treatment.

« stale the meaning of redemption of
debenturas.

Part B: Financial Statement Analysis

Unit 4: Analysis of Financial Statements

Units/Topics

Learning Outcomes

Financial statements of a Company:

Meaning, Nature, Uses and imporance of financial
Statemant.

Statement of Profit and Loss and Balance Sheet in

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

« develop the understanding of major headings

and sub-headings (as per Schadule Il to the




prescribed fom with major headings and sub
headings (as per Schedule (1 o the Companies Act,

2013)

Note: Excaptional items, exiraordinary items and
grofit (foss) from discontinuved operations are
exciuded.

Financial Statement Analysis: Meaning,
Significance Objectives, importance arnd

Compandies Act, 2013) of balance sheet as
par the prescribed norms | formats.

state the meanng, objectives and limitations
of financial statement analysis.

discuss the meaning of different tooks of
financial statements analysis'.

develop the skill ol preparation of preparation
of comparative and common size statermnent,
understand their uses and difference

limitations. between the twa.

+ Tools for Financial Statement Analysis: =  siate the meaning, objectives and
Comparalive stalements, commaon size significance of different types of ratios.
stalements, Ratio analysis, Cash flow « develop the understanding of computation of
analysis. current ratio and quick rato.

* Accounting Ratios: Meaning, Objectives, «  develop the skill of computation of debt equity
Advartages, classification and computation. ratio, total asset to debt ratio, proprietary ratio

+  Liguidity Ratios: Curment ratic and Quick and Interest coverage ratio.
ratio. +  develop the skill of computation of imentory
« Solvency Ratios: Debl o Equity Ratio, Tatal
Assel o Dbl Rato, P!'EII:IHE’lHI'}f Ratio and

Interest Coverage Ratio, Debt o Capital

turmover ratio, rade receivables and trade

payables ratic and working capital wirnoves

ratio and othars.
Empiloyed Ratio. +  dovelop the <kill of computation of gross

*  Activity Ratios: Inventory Turnover Ratio, profit ratie, operating ratio, operating profit
Trade Recewables Tumover Ratio, Trade ratia, et prafit ratio and ratuem an invesirmant.
Payables Turnover Ratio, Fixved Asset
Turnover Ratio, Net Asset Tumover Ratio
and Working Capital Tumower Ratio,

= Profitability Ratios: Gross Profit Ratio,
Operating Ratio, Operating Profit Ratio, MNet

Profit Ratio and Returm on Invastrmean.

MNote: Met Profit Ratio is (o be calculated on the basis ol profit befose and alter tax.

Unit 5: Cash Flow Statement

UnitsiTopics Learning Outcomes
#  Meaning, objectives Benefits, Cash and Cash | After going through this Unit, the students will
Equivalents, Classification of Activilies and be able to:
preparation (as per AS 3 (Revised) (Indirect »  siate the meaning and objectives of cash fow
Wethod anly) statement.




Noe:

i) Adfustrmants redating lo depreciation and
arnortization, profil or foss on sale of assats including

invesiments, dividend (both final and intertm) and [ax.

i) Bark overdralt and cash eradhi 1o be reated as
shaorl term borrowings.

i) Current investments to be laken as Markelabie
securiies unless olherwise specifiod.

develop the understanding of preparation of
Cash Flow Statement using indirect method
as per AS 3 with given adjustments.

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

Balance Sheel date. Current years' Proposed Dividend will be accountad for in the next year after it is declared

by ihe sharehoiders.
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CHAPTER-1

ACCOUNTING FOR PARTNERSHIP FIRM- FUNDAMENTALS

M eaning of Partnership

Partnership is an agreement between two or more persons to carry on legal business with profit motive
carried on by all or any one of them acting for all.

What is a Partnership Deed?

The document that consists of terms of agreement for a partnership is called a partnership deed.

Accounting Rulesin the Absence of Partnership Deed

(a) Profit and loss must be shared equally.

(b) Interest on capital will not be allowed.

(c) Interest on drawings will not be charged.
(d) Remuneration to partners will not be paid.

(e) Interest @ 6% per annum will be allowed on loan advanced by the partners to the firm.

Basis Fixed capital method Fluctuating capital method

No. off Two accounts are prepared- Capital | Only one A/C is prepared - Capital
Accounts and Current account A/IC

Fixed balance | Balance of capital remains same Balance of capital keeps on changing
Balance of Capital A/C aways have credit Capital alc can have debit and credit
capital balance balance

A. FIXED CAPITAL METHOD

Dr. Partners’ Capital A/C Cr.
Particulars A B Particulars A B
To bank A/C *okk ok *kokk By Ba b/d XA K *k kK
( Permanent By cash A/C
withdrawal ) (Add|t|0na] Capltal * kKK *k Kk
TO bal C/d *k*k%x *k k% )
Dr. Partners’ Current A/C Cr.
Particulars A B Particulars A B
To bal b/d - e By bal b/d - R
By IOCA/C S ———-
Todrawing A/IC | —----- —eee- By Partners’ salary
A/C . R
To Interest on —-- By Partners
drawing alc — - Commission A/C — S
By profit & loss
To bal c/d - R Appropriation A/C | —------- S
By balance c/d - —e
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B. FLUCTUATING CAPITAL METHOD

Dr. Partners’ capital A/C Cr
Particulars A B Particulars A B
Tobal b/d — —ee- By bal b/d — —-
By cash A/C s —-
Tobank A/C —- —- (Additional capital
( Permanent ) —ee- —--
withdrawal —=-ee-
e By IOC A/C - s
Todrawing A/C By Partners’ salary
e e A/IC e -
To Interest on By Partners —e- -
drawing a/c _ Commission A/C
By profit & loss
Tobal c/d Appropriation A/C
By balance c/d

METHODS OF CALCULATING INTEREST ON DRAWINGS

Unequal Amount Equal Method
1. Simple method 1. If date of withdrawalsis not specified.

Amount of drawings x Rate/100 x No. of
Months/12

Interest will be charged for six months,

Total of drawings x Rate/100 x 6/12
2. Product method

Total of Products x Rate/100 x 1/12

12




Average period (in months)
Frequency of withdrawal Time of withdrawal
At the beginning In the middle At the end
(12+1) =65 (11.5+0.5) = (1140) =5.5
Monthly 12+1 6.5 11.5+0 6 1140
2 2 2
=7.5 S5+1.5) = =4.5
Quaterly (12+3) =7 (10.5+1.5) =6 (9+0) =45
2 2 2
= — = 2
Half-yearly Q’ZELQ 2 9; : 6 6; 0) =3

What is Profit and L oss Appropriation Account?

Profit and Loss Appropriation Account is an extension of the Profit and Loss Account of the firm. It shows
how the profits are appropriated or distributed among the partners.

All adjustments in respect of the partner’s salary, partner’s commission, interest on capital, interest on
drawings, etc. are made through this account. It starts with the net profit/net loss as per the Profit and Loss
Account

Profit and | ! inting A

Profit and Losses Appropriation Account

| Particular Rs Particular Rs

| To P/L (1f there 15 loss) ANNN By F/L NN
To interest on capital KEXX {if there iz profit) XXXX

| To salary to pariner XX By interest on drawing AXAX

| To commission to pariner AXKN By Partner’s XXX

| To Pariner’s capital/ current A/C | xxxx Capital/Current A/c XX

| | Pk AEXX

Journal Entries

S.no. | Particulars Debhit Credit

1 a) Interest on Partner’s Loan A/c Dr.
To Partner’s Loan A/c
b) Profit and Loss &C Dr.
To Interest on Partner’s Loan A/c

2. If Profit and Loss shows a credit balance(net
profit):
Profit and Loss A/C Dr.
To Profit and Loss Appropriation A/C

3. If Profit and Loss shows a debit balance (net
loss):

13




Profit and Loss Appropriation A/C Dr.
To Profit and Loss A/C

a. For Allowing interest on capital:

Interest on capital A/c Dr.
To Partner’s Capital/Current A/C

For transferring interest on capital to Profit and
Loss Appropriation A/C:
Profit and Loss Appropriation A/c Dr.
To interest on capital A/C

For changing interest on drawing to partner’s
capital account:
Partner’s Capital/Current A/c Dr.
To interest on drawing A/C

For transferring interest on drawings to profit
and |oss appropriation account:
Interest on drawing A/C Dr.
To Profit and Loss Appropriation A/C

For Allowing partner’s salary to partner’s
capital account:
Salary to Partner A/C Dir.
To Partner’s Capital/ Current A/C

For transferring partner’s salary to Profit and
Loss Appropriation A/C:
Profit and Loss Appropriation A/C Dr.
To Salary to Partner’s A/C

10.

If crediting commission allowed to a partner's
capital account:
Commission to Partner A/C Dr.
To Partner's Capital/Current A/C

11.

If transferring commission allowed to partner to
Profit and Loss Appropriation A/C:
Profit and Loss Appropriation A/C Dr.
To Commission to Partner's capital/current
A/C

12.

(a) If Profit:
Profit and Loss Appropriation A/C Dr.
To Partner's capital/current A/C

14




13.

(b) If Loss:
Partner's Capital /Current A/C Dr.

To Profit and Loss Appropriation A/c

15




CHAPTER-2
GOODWILL

M eaning of Goodwill

Over aperiod of time, awell - established business devel ops an advantage of good name, reputation and
wide business connections.

Factors Affecting the Value of Goodwill

The main factors affecting the value of goodwill are as follows:

(i) Nature of business (i) Location (iii) Efficiency of management

(iv) Market situation (V) Special advantages

There are 2 types of goodwill Purchased goodwill and self-generated goodwill. As per AS — 26, purchased
goodwill isrecorded in the books of accounts.

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

(i) Change in the profit-sharing ratio amongst the existing partners;

(if) Admission of new partner; (iii) Retirement of a partner;

(iv) Death of apartner; and

(v) issolution of afirm involving sale of business as a going concern.

(vi) Amalgamation of partnership firm

M ethods of Valuation of Goodwill

1. Average Profits M ethod

(a) Simple Average

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

2. Super Profit Method

Normal Profit = Capital Employed x NRR /100
Super Profit = Average Profit - Normal Profit

Goodwill = Super profits x number of years ‘purchase

(a) Capitalisation of Average Profits:

1) capitalised value of average profits = Average Profits x
100/Normal rate of Return

ii) Capital Employed/Net Assets = Total Assets (excluding
goodwill) —Outside Liabilities

iii) Goodwill = Capitalised value - capital Employed

16




(b) Capitalisation of Super Profits:

1) Normal profit = Capital Employed X Normal Rate of
Return/100

ii) Super profits = Average profits/Actua profit - normal profits
iii) Goodwill = Super Profits x 100/ Normal Rate of

Journal entry: Treatment of Goodwill if given in the Balance sheet

S.n
0.

Particulars L. | Debit Credit
F

Old Partners® Capital/Current
a/C.iiiiiiiiii, Dr. (In Old profit
sharing rétio)

To Goodwill ac

(Being the existing goodwill iswritten

off)

khkkhkkkkhkhhkhkhkhkhkhhhkhhhkhhkhhkhhhhkdhhhddddhhxxx*x

Multiple Choice Questions (1 mark each)

Assertion: Partner’s current accounts are opened when their capital are fluctuating.
Reasoning: In case of Fixed capitals all the transactions other than Capital are done through
Current account of the partner.

(A)Both A and R are true and R is the correct explanation of A.

(B) . Both A and R are true but R is not the correct explanation of A.

(C) Alistruebut Risfalse

(D) A isfasebut Ristrue

If a partner draws a fixed amount on the first day of every month, then for what period the
interest on total drawingsis calculated?
(A) 5.5 months (B) 6.5 months (C) 6 month (D) None of these

Assertion (A): 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.Reason (R): It is defined
in the Partnership Act, 1932.

Alternatives:

(A) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation

17




of Assertion (A).

(B) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct
explanation of Assertion (A).

(C) Assertion (A) istrue but Reason (R) is False

(D) Both Assertion (A) and Reason (R) are not correct

Persons who have entered into partnership with one another are
individually called as :
(A) Partners  (B) Members (C) Firm (D) Owners

Salary to apartner is with respect to profit.
(A) Charge (B) appropriation (C) Both @) and b) (D) None of these

B and D were partners. According to the provisions of partnership deed, interest on B’s
capital for the year ended 31.03.2025 was cal culated at Rs. 4,000. The necessary journal
capital to Profit and Loss Appropriation Account will be :
(A) Profit and Loss Appropriation A/c Dr. Rs. 4,000

To B Capital Alc Rs. 4,000
(B) Profit and Loss Appropriation A/c Dr. Rs. 4,000

To Interest on B’s capital A/c  Rs.4,000
(C) Capita Alc Dr. Rs. 4,000

To Profit and Loss Appropriation A/c Rs. 4,000
(D) Profit and Loss Appropriation A/c Dr. Rs. 4,000
To B Current A/c Rs. 4,000

K and L were partnersin afirm. Their partnership deed provided that interest on partner’s
drawing will be charged at the rate of 12% p.a. Interest on L‘s drawing for the year ended
31.03.2024 calculated at Rs. 900.
The necessary journal entry for charging interest on drawings
will be:
(A) Profit and Loss Appropriation A/c Dr. Rs. 900

To Interest on Drawings A/c Rs. 900
(B) Interest on Drawings A/c Dr. Rs. 900

To Profit and Loss Appropriation A/c Rs. 900

(C) L’s Capital/current A/c Dr. Rs. 900

To Interest on Drawings A/c Rs.900
(D) Interest on Drawings A/c Dr. Rs.900

18




To partners’ capital/current A/c Rs. 900

The liability of the partnersin apartnership firm under Indian Partnership Act, 1932 is
(A) Limited (B) unlimited (C) No liability (D) Depending on the situation

In the absence of Partnership Deed, the interest is allowed on partner’s capital:

(A) @5%p.a (B) @6%pa (C) @12%p.a (D) Nointerestisalowed

10.

There are two statements Assertion (A) and Reason (R) :

Assertion (A): The maximum numbers of partnersin a partnership firm are 50.
Reason (R): The maximum number of partners are prescribed by the

Partnership Act, 1932.

Choose the correct option from the following :

(A) Both Assertion (A) and Reason (R) are correct, but Reason (R) is not the correct
explanation of Assertion (A).

(B) Both Assertion (A) and Reason (R) are correct and Reason (R) is the correct
explanation of Assertion (A).

(C) Assertion (A) is correct, but Reason (R) isincorrect.

(D) Assertion (A) isincorrect, but Reason (R) is correct.

11.

Assertion (A): Salary and commission are payable to the working partners for their efforts.
Reason (R): No partner shall be paid such remuneration as salary, commission, etc. If the
partnership deed is silent on such a matter.

Alternatives:

(A) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation
of Assertion (A).

(B) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct
explanation of Assertion (A).

(C) Assertion (A) istrue but Reason (R) is False

(D) Assertion (A) isfalse but Reason (R) istrue

12.

In the absence of partnership deed, partners share profits or losses:
(A) Intheratio of their capitals (B) In theratio decided by the court
(C) Equally (D) Inthe ratio of time devoted

13.

Calculate the value of goodwill at 3 years' purchase of Super Profit, when: Capital
employed Rs.2,50,000; Average profit Rs.30,000 and normal rate of return is 10%.
(A) Rs.3000 (B) Rs.25,000 (C) Rs.30,000 (D) Rs.1 5,000
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Answers

1. D 2.B 3.A 4. A 5.B
6.B 7.C 8.B 9.D 10.B
11.A 12.C 13.D
Short Answer question ( 3-4 marks)
1.| Ajay and prakash are partners sharing the profits and losses in the ratio of 2:3 with

acapital of 2,00,000 and 1,00,000 respectively. Show the distribution of
profits/losses for the year ended 31st March, 2025 by preparing the relevant
accounts in each of the alternative cases:

Case 1. If the Partnership Deed is silent asto the interest on capital and the profit
for the year is 20,000.

Case 2. If the Partnership Deed provides for interest on capital @ 6% p.a. and loss
for the year is 15,000.

Case 3. If the Partnership Deed provides for interest on capital @ 6% p.a. and the
trading profit for the year is 21,000.

Answer

Case 1- profit distributed Ajay - 8000 , Prakash - 12000
Case 2 - loss distributed Ajay -6000 , Prakash - 9000
Case 3 - profit distributed Ajay - 1200, prakash - 1800

X and Y arepartnersinafirm. X isto get acommission of 10% of the net profits
before charging any commission. Y isto get acommission of 10% on the net
profits after charging all commissions. The net profits for the year ended 31st
March, 2025, before charging any commission were 55,000. Find out the
commission of X and Y. Also, show the distribution of profits.

Answer

X commission - 5500

Y commission - 4500

Profit distribution X - 22,500 ,y - 22500

A partner makes adrawing of 1,000 per month. Under the Partnership Deed,
interest isto be charged @ 15% p.a. What is the interest that should be charged to
the partner if the drawings are made:

(i) in the beginning of the month,
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(ii) in the middle of the month or
(iii) at the end of the month?
Answer

Case 1 - interest on drawing 1500
Case 2 - 900

Case 3- 1800

.| What entries will you pass to record the following transactions in the books of the
firm of A and B before distributing the profits earned?

(1) Commission of 5,000 payable to B.

(i1) Interest on Capital: A 8,000; BZ 5,000.

(i) Salary payable to A- 20,000 p.a.

(iv) Transfer to the General Reserve 25,000.

(Hint : passjournal entries assuming capital account to be fluctuation )

Answer

S.n | Particulars L | Debit | Credit
o] F
i) C. Partners ‘s Commission A/C Dr. 5000
To B’s Capital A/C
5000
. - 5000
D. Profit & loss Appropriation A/c Dr.
To Partners’ Commission | A/C 5000
i) a) Interest On Capital A/C Dr. 13000
To A’s Capital Alc 8000
5000
To B’s Capital A/C
. i 13000
b) Profit & loss Appropriation A/C 13000
To Interest On capital A/C
iii) a) Partners’ Salary A/C Dr. 20000
To A’s Capital A/C 20000
20000
b) Profit & Loss Appropriation A/C Dr. 20000
To Partners’ Salary A/C
iv) | Profit & Loss Appropriation A/C Dr. 25000
To General Reserve A/C 25000
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.| Simran and Puneet are partnersin afirm sharing profits and losses equally. On 1st
April, 2024, the capitals of the partners were, Simran- 2,00,000 and Puneet
1,60,000. The Profit and Loss Account of the firm showed a net profit of
Rs.3,00,000 for the year ended 31st March, 2025. Considering the following
information, prepare the Profit and Loss Appropriation Account of the firm and the
Partners Capital Accounts:
(2) Interest on capital to be allowed @ 6% p.a.
(iii) Interest on drawings of partners @ 6% p.a.

Drawings being Simran- 40,000 and Puneet-330,000.
ii1) Partners’ Salary Rs 4000 per month

Answer.
Dr. Profit and Loss Appropriation A/c Cr.
For the year Ended 31 march 2025
Particulars Amount Particulars Amount
To Interest on By Net Profit A/C | 3,00,000
capital A/C By Interest on
Simran 12000 21600 drawing A/C
Puneet 9600 Simran 1200
To Partners’ Salary Puneet 900 2100
A/C
Simran 48000
Puneet 48000 96000
To Profit
Transferred A/C
Simran 92,250
Puneet 92,250
3,02,100 3,02,100

.| Mohan, Suhaan and Adit were partnersin afirm sharing profits and losses in the
ratioof 3:2: 1. Their fixed capitals were : Rs.2,00,000, Rs.1,00,000 and Rs.
1,00,000 respectively. For the year ended 31st March, 2023, interest on capital was
credited to their accounts @ 8% p.a. instead of 5% p.a.

Pass necessary adjusting journal entry. Show your workings clearly.

Answer.
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S.no Particulars Lf | Debit Credit

1. Adit’s Current A/c Dr. 1000
To Suhaan’s Current A/c
1000
Wiorking Nodes:
Sttement of "u-!'lill'\-nll':l.'lui
Farticulars | Maoham Suhaan Al
| E 4 E 4
st O Sy tml o be dehiied | RG] 05,000 TR
Profil ki be crodhed mow (212,000 mm 3:2:0) : fr AWM SRLILE 2K
Addjusimesi [ 1.0} i L MM
iCr I

.| Average profits of afirm during the last few years are 80,000 and the normal rate
of returninasimilar business is 10%. If the goodwill of thefirmis

% 1,00,000 at 4 years' purchase of super profit, find the capital employed by the
firm.

Answer
Capital employed 50,000

.| The average profit earned by afirm is 75,000 which includes underval uation of
stock of * 5,000 on an average basis. The capital invested in the business is
7,00,000 and the normal rate of returnis 7%.

Calculate goodwill of the firm on the basis of 5 times the super profit.

Answer

Goodwill - 155000

(Hint : In case of Underva uation of stock (75000+5000))

L ong Answer question (6 marks)

1| Anmol & Yashrg are partners Sharing profitsin the ratio of 3:2. Capital account
showed balance of ¥1,50,000 and %2,00,000 respectively on 1st April 2024 Firm
earned a net profit of ¥74,050. Layout of Partnership Deed Interest on Capital @8%
p.a., Interest on Drawings Yashraj 32400 and Anmol 2250. Partners have withdrawn
amount on different dates. Anmol is entitled to get a Salary 1200 p.m. for three
guarters. Y ashrg isentitled to get acommission @10% . During the year firms
record an surplus sale of ¥4,50,000 for which an extra commission @1% each the

partners will get. Accounting year ends 31st March every year.
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Prepare Profit & Loss appropriation Account.

Answer
Profit and Loss Appropriation Account
. For the Year ended 31* March 2025
Cr.
FParticulars (Dr) Amount Particulars (Cr.) Amount
(K= [Hs.}
To 10T Adc 28,000 By Profit and Loss A/c | 74,050
To Anmol's Salary 10800 Bv [OD {2400+ 250) 2650
To Commission
Anmal 4500
Yashra| 450047405 G405
To Profit ransferred
Anmol 12897
Yashraj 8598
| 76700 | | 76700

A B and C entered into partnership on 1st April, 2024 to share profits and losses in
theratio of 5:3: 2. A guaranteed that C's share of profits, after charging interest on
capital @ 5% p.a., would not be less than 15,000 in any year.

The capitals were provided as follows: A 1,60,000, BX 1,00,000 and C 80,000. The
profits for the year ended 31st March, 2025 amounted to 79,500 before providing
for interest on capital. Show the Profit and Loss A ppropriation Account.

Answer

Interest on capital - A 8000, B-5000 C -4000

Profit distribution , A-28750 B - 12500, C - 2500

Jay, Vijay and Karan were partners of an architect firm sharing profits in the ratio of
2: 2: 1. Their partnership deed provided the following

(i) A monthly salary of 15,000 each to Jay and Vijay

(11) Karan was guaranteed a profit of3 5,00,000

Any deficiency arising because of guarantee to Karan will be borne by Jay and
Vijay intheratio of 3: 2.

Profits of the firm amounted to X 15,00,000.

Showing your workings clearly prepare profit and loss appropriation account and
the capital account of Jay, Vijay and Karan for the year ended 31st March, 2025

Answer
Particulars Amount Particulars Amount
To partners Salary By profit and loss A/C | 15,00,000
Jay 180000
Vijay 180000 3,60,000
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To Profit distributed

Karan 2,28,000

Add: 2,72,000
S 500,000

Vijay 4,56,000

Less (108,800)
S 3,48000

Jay 4,56,000

Less (1,63,200)
S 292800 | 1,140,000

15,00,000 15,00,000

The profit of the firm for the year ended 31st March, 2025, 90,000 which is
distributed in the ratio of 3:2:1. Partnership deed provides

(a) A and B were entitled to a Salary ofR 1,500 each p.a.

(b) B was entitled to a Commission of % 4,500.

(c) A had been given guaranteed minimum profit of 35,000 p.a.

Pass the necessary Journal entry for the above adjustments in the books of the

accounts.
Answer
S.No. | Particulars Debit Credit
1 Partners’ Salary A/C Dr 36000
To A ‘s Capital a/c 18000
To B’s Capital a/c
18000
2 Partners’s Commission A/C Dr. 4500
To B’s Capital a/c 4500
3 Profit and loss Appropriation A/C Dr. | 40500
To Partners’ Capital A/C 36000
To Partners’ commission A/C 4500
4 Profit and loss Appropriation A/C Dr. | 35000
: 35000
To A capital A/IC
To B’s Capital A/C 9667
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To C’s capital A/C 4833

.A business has earned average profits of 1,00,000 during the last few years and the
normal rate of return in similar business is 10%. Find out the value of goodwill by
(i) Capitalisation of super profit method.

(i) Super profit method, if the goodwill isvalued at 3 years' purchase of super
profit.

(iii) average profit method

(iv) capitalisation of average profit

The assets of the business were X10,00,000 and its external liabilities 1,80,000.
Answer

|. 180000 [1. 54000 [11. 300000 V. 180000

Topic: Fundamental of partnership and goodwill
Worksheet 1 (20 marks)
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Persons who have entered into partnership with one another are individually called
as: (CBSE 2023)
(a) Partners (b) Members (c) Firm (d) Owners

B and D were partners. According to the provisions of partnership capital for the
year ended 31.03.2022 was calculated at Rs.4,000. The necessary journal capital to
Profit and Loss Appropriation Account will be : (CBSE 2023)
(a) Profit and Loss Appropriation A/c Dr. Rs. 4,000
To B Capital Alc Rs. 4,000
(b) Profit and Loss Appropriation A/c Dr. Rs. 4,000
To Interest on B’s capital A/c  Rs.4,000
(c) Capital A/c Dr. Rs. 4,000
To Profit and Loss Appropriation A/c Rs. 4,000
(d) Profit and Loss Appropriation A/c Dr. Rs. 4,000
To B Current A/c Rs. 4,000

Assertion (A): Goodwill is an intangible asset.

Reason (R): Goodwill isthe value of the reputation of afirm in respect of profits
expected in future, over and above the normal profits.

Select the correct answer from the following:

(A) Both Assertion (A) and Reason (R) are correct, but Reason (R) is not the correct
explanation of Assertion (A).

(B) Both Assertion (A) and Reason (R) are correct and Reason (R) is the correct
explanation of Assertion (A).

(C) Assertion (A) is correct, but Reason (R) isincorrect.

(D) Assertion (A) isincorrect, but Reason (R) is correct. (CBSE 2023)

K and L were partnersin afirm. Their partnership deed provided that interest on
partner’s drawing will be charged at the rate of 12% p.a. Interest on L‘s drawing for
the year ended 31.03.2024 calculated at Rs. 900.
The necessary journa entry for charging interest on drawings will be :
(A) Profit and Loss Appropriation A/c Dr. Rs. 900

To Interest on Drawings A/c Rs. 900
(B) Interest on Drawings A/c Dr. Rs. 900

To Profit and Loss Appropriation A/c Rs. 900

(C) L’s Capital/current A/c Dr. Rs. 900

To Interest on Drawings A/c Rs.900
(D) Interest on Drawings A/c Dr. Rs.900

(CBSE 2023)

The average profit earned by afirm is 75,000 which includes underval uation of
stock 0f% 5,000 on an average basis. The capital invested in the business is 7,00,000

and the normal rate of returnis 7%.
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Calculate goodwill of the firm on the basis of 5 times the super profit.
(CBSE 2024)

Parul and Rajul were partnersin afirm, sharing profits and lossesin theratio of 5:
3. The balance in their fixed capital accounts on 1st April, 2023 were : Parul X
6,00,000 and Rajul X 8,00,000. The partnership deed provided for allowing interest
on capital at 12% per annum. The net profit of the firm for the year ended 31st
March, 2024 was X 1,26,000.

Prepare Profit and Loss Appropriation Account for the year ended 31st March, 2024.
Show your working clearly. (CBSE 2025)

On 01.04.2024, Ravi, Kavi and Avi started a partnership firm with fixed capitals of
Rs6,00,000, Rs.6,00,000 and Rs. 3,00,000 respectively. The partnership deed
provided for the following :

(i) Interest on capital @ 10% per annum.

(ii) Interest on drawings @ 12% per annum.

(iii) An annual salary of Rs. 1,20,000 to Avi.

(iv) Profits and losses were to be shared in the ratio of their capitals.

The net profit of the firm for the year ended 31.03.2024 was Rs. 3,08,000.

Interest on partners drawing wereravi Rs. 4,800, Kavi Rs 4,200 and Avi Rs 3,000.
Prepare Profit and Loss Appropriation Account of Ravi, Kavi and Avi for the year
ended 31.03.2025. (CBSE 2023)

A B and C entered into partnership on 1st April, 2024 to share profits and lossesin
theratio of 5:3: 2. A guaranteed that C's share of profits, after charging interest on
capital @ 5% p.a., would not be less than 15,000 in any year. The capitals were
provided as follows: A 1,60,000, B 1,00,000 and C 80,000. The profits for the year
ended 31st March, 2025 amounted to 79,500 before providing for interest on capital.
Show the Profit and Loss Appropriation Account.

(CBSE Adapted)

ANSWERS

A)

B)

C)

rAlw (NP

C)
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Rs. 155000

By il o P dirid B jud

Pralit dnd Loss Spped prialboi Afc

forthe year pnaded 31 Barch

nza

o, T,
Pariocuibsrs & et Parficulars Amaunk
L L L}
Tir tevleresl ow Capdial By Proficand Loss &0 1 36, 0
Feet Profi) [
Parud G, 031 II.-'I
Nagul T 2000 J 136000 |
1,368,000 | 106,000 |

intarest an Cagital §iFk pa
Parud: 46,00,000 » 32/ 100 = 72, 04l
Raul; 2 0000 & 12/ 1000 = #5600
Ratio af ieress on Capits! 3:4

Mpa Fraht ©1 2, OO

Inferext on Capital in the ratic X4 will ks
Parud; TL, 36,000 7 3,7 = B84 000

Aaguil: T 26,000 ¥ 447 = 72,000

IOC : Ravi ;60000, Kavi 60000, Avi - 30000
Profit distributed :Ravi 20000 Kavi 20000, Avi

10000

Interest on capital - A 8000, B-5000 C -4000

Profit distribution , A-28750 B - 12500, C -

2500

29




Fundamental of partnership & Goodwill
Worksheet 2

(20 marks)

Ruchika and Harshits were partners i a firm. Ruwchika had
withdrawn ¥ 9 M at the end of each quarter, throughout the vear.
The mterest to be charged on Ruchika's drawings at 6% p.a. will be
(A) T 540 (HY T 2160

(C) 2 1,080 D) TA&10

(CBSE 2025)

1

There are two statements Assertion (A) and Beaszon (R
Aagertion {40 Partnerahip i3 the result of an agreemeont botween two or
more persons te de business and share its profits and
loisses,
Reason (R Partonership agreement should always be in written form
Choose the correct altormative frem the following :
1A} Baoth Assertion 1A} and Heason (HI are correct and Beazon (H) iz
the correct explanation of Assertion (A),
B} Both Asgerbon (A) and Beazon (B are correct, but Hewson (R iz
nedd the correcl explanation of Assertion (Al
(CF Assertion (A) s correct, but Reasen (R 18 ineormoct,
i1} Assertion LA} ig incorrect, but Eeason (K is correct,

(CBSE 2024)

Assortion {A) @ In porinershap firm, the privats apsets of the partners
e plen b used to poy off the frm's debis,

Roason (R) ; The hakahty of the partners for nets of the fivm 15 lmited,

Chooss the comrect option from the follewing

(4} Both Assertion (A) and Beason (B) arve troe and Besson (B) 18 the
carmect explanativn of Asserlion ().

(B Beth Assertion (A) and Reason (B} ave crus, but Bepson (R) 18 not the
vorrest explanation of Assertion (A

(Ch  Assortion (A4) ia false, but Reason (R is trae,

([ Assertson (A} is troe, bt Beason {12 12 false,

(CBSE 2025)

Manaj, Dilip and Hajinder were partnors in a firm sharing profits and
bossen 1 the ratie of 70 3: 6 Ther fioed |:n|:qi||:|15: W T E'IU.'I':IIJ:_IJIJI.I,
T 8.00.000 and 2 600,000, respactively. The partnership deed provided for
interest on partners’ drawlngs @ 12% pa, Which of the following accounts
will be debited for charging interest on partners” drawings ?
(E) Partners’ Current / Capital A/C (CBSE 2024)
(F) Interest on drawing A/C
(G) Profit & loss Appropriation A/C
(H) Profit & Loss A/C

Mohan, Suhaan and Adit were partners in a firm sharing profits and losses in

the ratio of 3: 2 : 1. Their fixed capitals were : Rs2,00,000, ended 31 st Rs.

1,00,000 and Rs 1,00,000 respectively. For the year March, 2023, interest on

capital was credited to their accounts @ 8% p.a. instead of 5% p.a. Pass
necessary adjusting journal entry. Show your workings clearly.
(CBSE 2024)
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Sonia and Shruti were partners in a firm sharing profits and losses in the ratio of
5: 3. On 1st April, 2023 the balance in their fixed capital accounts were
25,00,000 and 15,00,000 respectively. The profit of the firm for the year ended
31st March, 2024 was 24,00,000. Calculate their share of profit if :

(i) the partnership deed is silent as to the payment of interest on capital.

(i) the partnership deed provides for interest on capital @ 10% per annum.
(CBSE 2025)

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. (CBSE Adapted)

Jay, Vijay and Karan were partners of an architect firm sharing profits in the
ratio of 2: 2: 1. Their partnership deed provided the following

(i) A monthly salary of 15,000 each to Jay and Vijay

(i1) Karan was guaranteed a profit of3 5,00,000

Any deficiency arising because of guarantee to Karan will be borne by Jay and
Vijay intheratio of 3: 2.

Profits of the firm amounted to X 15,00,000.

Showing your workings clearly prepare profit and loss appropriation account

and the capital account of Jay, Vijay and Karan for the year ended 31st March,

2025 (CBSE Adapted)
ANSWERS
D) 1
(@) 1
D) 1
A) 1
3
S.no. | Particulars L | Debit Credit
f
1 Aditi Current A/C Dr. 1000
To Suhaan Current A/C 1000
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Ans.(i) Sonia’s share of profit = 5/8 x 24,00,000 = "15,00,000

Shruti’s share of profit = 3/8 x 24,00,000 =" 9,00,000

(Note— No Interest on Capital will be provided)

(ii) Sonia’s share of profit = 5/8 x (24,00,000 — 4,00,000) = "12,50,000
Shruti’s share of profit = 3/8 x (24,00,000 — 4,00,000) =~ 7,50,000
Working : Sonia’s Interest on Capital = 10/100 x 25,00,000 = "2,50,000
Shruti’s Interest on Capital = 10/100 x 15,00,000 = "1,50,000 *4,00,000

Capital Employed Rs.50000

Profit distributed
Karan Rs 500,000 Vijay - 3,48,000 Jay - 292800
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CHAPTER-3

RECONSTITUTION OF PARTNERSHIP-

CHANGE IN PROFIT SHARING RATIO AMONG THE EXISTING

PARTNERS

Sacrificing ratio:- Old Ratio — New Ratio
Gaining ratio:- New Ratio- Old Ratio

Effect on Accumulated reserve
and surplus.

Reserve Alc Dr.
To Partner's Cap / Current A/c (In old Ratio)
In case of loss will be reversed entry

Workmen Compensation Reserve

If partnersdo not want to share
reserve, accumulated profit,

Gaining Partners Cap / Current A/c Dr.
To Sacrificing Partner's Cap / Current (In their
gain/ Sacrificing shares)

If thereisan existing goodwill in
booksit hasto bewritten off

Partners Cap/ Current A/c Dr
To Goodwill Alc

Treatment of Revaluation of Assets and Liabilities
Journal Entries:

1 If thereisincreasein the value of If thereisdecreasein the value of assets:
assets:
AssetsA/lc  Dr. Revaluation A/c Dr
To Revaluation Alc To Assets Alc.
2 If thereisan increasein liability: If thereisdecreasein Liability:
Revauation A/c Dr. Liability A/c Dr.
To Liability Alc To Revaluation A/c
3 For unrecorded asset (if any): For unrecorded liability (if any):
Unrecorded assets A/c Dr Revaluation A/c  Dr.
To Revauation A/c To unrecorded Liability
4 In case of Profit on Revaluation If thereisaloss on revaluation:
Revauation A/c Partners Cap / Current A/c
To Partners Cap / Current A/c To Revaluation A/c
MULTIPLE CHOICE QUESTIONS (1 Mark Each)
1 Sacrificing ratio is the difference between:
(A)New ratio and old ratio (B) Old ratio and new ratio
(C) New ratioand gaining ratio (D) Old ratio and gaining ratio
2. Theratio in which a partner receives arisein his share of profitsis known as:
(A)New Ratio (B) Sacrificing Ratio (C) Capital Ratio (D) Gaining Ratio
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Assertion A: Whenever there a change in PSR the gaining partner should compensate
the sacrificing partner in the value proportionate to the value of Firm’s goodwill.
Reason (R): In future the gaining partner is going to share higher profits of the firm to
the extent of hisgain.

(A) Both Assertion and reason are true and reason is correct explanation of assertion.
(B) Assertion and reason both are true but reason is not the correct explanation of
assertion.

(C) Assertion istrue, reason isfalse.

(D) Assertion isfalse, reason istrue.

4, Assertion (A): In absence of adeed, a sleeping partner who contributed 75% of total
capital would get 75% of the profit earned.
Reason (R): A slegping partner, in absence of a deed, gets equal share of profit,
irrespective of his capital share.
(A) Both A and R are true and R is the correct explanation of A
(B) Both A and R are true and R is not the correct explanation of A
(C) Ais true, but R is false
(D) Ais false, but R is true
S, In case of change in profit-sharing ratio, the accumulated profits are distributed to the
partnersin
(A)New ratio (B) Old ratio (C) Sacrificing ratio (D) Equal ratio
Ans.
1 2 3 4 5
B D A D
SHORT ANSWERSTYPE QUESTIONS (3-4 MARKS EACH)

1 A, B and C were partners sharing profits and losses in the ratio of 7:5:4. From 1%
April,2024, they decided to share profits and losses in the ratio of 3:2:1. You are required
to fill up the following journal entry:

A’s Capital A/c [
B’s Capital A/c Dr -----eeeeee-
To C’s Capital A/c 7200
(Adjustment for goodwill due to change in
Profit sharing ratio)
Solution:-
Date Particulars LF | Amount Amount
2024 A’s Capital A/c Dr. 5,400
April 1 | B’s Capital Alc Dr. 1,800
To C’s Capital A/c 7,200
Working note:
Oldratio of A, B and C = 7:5:4, New ratioof A,Band C=3:2:1
Sacrificeor Gain =
A =7/16 — 3/6 = 3/48(gain)
B = 5/16-2/6 = 1/48(gain)
C=4/16-1/16 = 4/48(sacrifice)
2. Nithya and Anand are partners in afirm sharing profits and losses equally. With effect

from 1% April, 2024, they decided to share profitsin the ratio of 3:2. On the date of

34




change in the profit-sharing ratio, the profit and loss A/c had a credit balance of
Rs.1,50,000.

Pass necessary journal entry for the distribution of the balance in the profit & loss A/c
before the change in the profit-sharing ratio.

Solution:-
Date Particulars L Amount Amount
F (Dr) (Cn)
2024 Profit & LossAlc Dr 1,50,000
April 1 To Nithya’s capital A/c 75,000
To Anand’s capital A/c 75,000

Mohan and Sohan, two college friends started a restaurant business in partnership sharing
profit and lossin the ratio of 3:2 in the year 2019. Mohan also had afamily business of
garments, which he took over after his father’s death. As a result, he devoted less time to
the restaurant. Sohan, being his best friend understood this and supported him fully.
However, in the year 2020, due to Covid-19, the restaurant business slowed down Sohan
approached Mohan and suggested that they share profits equally.
Mohan readily agreed to it.
The Goodwill of the firm was valued at Rs. 30,000. Also, thereis aWorkmen
Compensation Reserve and General Reserve of Rs. 90,000 and Rs.12,000 respectively.

1. What adjusting entry will be passed for goodwill adjustment?

2. What journal entry will be passed in case there is a claim on Workmen

Compensation Reserve of Rs. 45,000?
3. What journa entry will be used for General Reserve?

Solution:-
Da Particulars L Amount Amount
te F (Dr) (Cr)
1 Sohan’s Capital A/c Dr 3,000
To Sohan’s Capital 3,000
2 | Workmen Compensation Reserve A/c Dr 90,000
To Claim on WC Reserve 45,000
To Mohan’s Capital 27,000
To Sohan’s Capital 18,000
3 General Reserve Alc Dr 12,000
To Mohan’s Capital 7,200
To Sohan’s Capital 4,800

Long Answer Type Questions (6 Marks Each)

A, B and C are partners sharing profits and losses in the ratio 5:3:2. Their Balance Sheet as

st
a 31 March,2022 stood asfollows:
Balance Sheet of A,.B and C

st
Asat 31 March,2022

Liabilities Amount Assets Amount
Capital A/c’s Land& Building 260000
A 350000 Machinery 350000
B 250000 Stock 90000

C 300000 900000 Bills Receivable 70000

General Reserve 20000 Debtors 100000
Workmen compensation Cash in Hand 25000
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10,00,000

Reserve 30000 Cash at Bank
Sundry Creditors 50000

105000

10,00,000

They agreed to share profits and lossesin theratio of 2:2:1 w.e.f. 1st April 2022. on the
following terms.

(1) Land & Building be appreciated by 10%
(i)  Machinery be reduced by 15%
(iii)  Stock beincreased to Rs.1,00,000
(iv)  Provision for doubtful debts be created @ 5% on sundry debtors
(v) A creditor of Rs.5000 is not to claim his dues
(vi) A claim on account of workmen compensation is Rs.10000
(vii)  Anexpense of Rs.2000 was paid by the firm for getting the value of Land and
Building certified from a Chartered Engineer.
Pass the journal entry
Solution:-
Date | Particulars LF | Amount Amount
General Reserve Alc Dr 20,000
To A’s Capital A/c 10,000
To B’s Capital A/c 6,000
To C’s Capital A/c 4,000
Workmen Compensation Reserve A/c Dr 30,000
To Workmen compensation claim A/c 10,000
To A’s capital A/c 10,000
To B’s capital A/c 6,000
To C’s capital A/c 4,000
Land & Building A/c Dr 26,000
Stock A/c Dr 10,000
To Revaluation A/c 36,000
Revaluation A/c Dr 57,500
To Machinery Alc 52,500
To Provision for doubtful debts A/c 5,000
Sundry Creditors A/c Dr. 5,000
To Revauation A/c 5,000
Revaluation A/c Dr. 2,000
To Cash/ Bank A/C 2,000
A’s Capital A/c Dr. 9,250
B’s Capital A/c Dr. 5,550
C’s Capital A/c Dr. 3,700
To Revauation A/c 18,500

A, B and C were partnersin afirm sharing profits in theratio of 3:2:1. Their Balance Sheet
as on 31% March,2015 was as follows:

Balance Sheet of A,B and C

Asat 31% March,2015

Liabilities Amount ASsets

Amount
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100000
100000
200000

Sundry Creditors 100000 Land
Bills Payable 40000 Building
General Reserve 60000 Plant
A’s capital 200000 Stock
B’s capital 100000 Debtors
C’s capita 50000 Bank
550000

80000
60000
10000

550000

A, B and C decided to share the future profits equally, w. e .f 1% April ,2015.For thisit was

agreed that:

1. Goodwill of the firm be valued at Rs.300000
2. Land berevaued at Rs.1,60,000 and building be depreciated by 6%
3. Creditors of Rs.12,000 were not likely to be claimed and hence written off.

Prepare Revaluation A/c, Partner’s Capital A/c.

Solution:
Revaluation A/c
Particulars Amount Particulars Amount
To Building Alc 6,000 By Land 60000
To Partner’s capital A/c By Creditors A/c 12000
A 33000
B 22000
C 11000 66,000
72000 72000
Partners Capital Accounts
Particulars A B C Particulars A B C
To A’s 50000 | By Balancec/d | 200000 100000 | 50000
capital Alc By Revaluation | 33000 22000 | 11000
ToBaance | 51300 | 142000 | 21000 | BY Generd 30000 20000 | 10000
C/d Reserve 50000
By C’s Capital
313000 | 142000 | 71000 313000 142000 | 71000
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CHAPTER-4
ADMISSION OF A PARTNER

When new partner bring his Cash A/c Dr

share of goodwill in cash To Premium for Goodwill A/c
When goodwill shared in Premium for Goodwill A/c Dr
sacrificing ratio To Old Partner’s Capital A/c
Goodwill withdrawn by old Sacrificing Partner’s Capital A/c Dr
partners: ToCash Alc

Goodwill paid by the New Partner | No Entry
tothe Old Partnersprivately:

. . Old Partners’ Capital A/c Dr. (In Old
Goodwill already appears in _ _ _
he Bal sh _ Profit Sharing Ratio)
the Balance eet: To Goodwill A/c
When the Incoming or New Partner , ) b
does not bring of hisshare of New Partner. S. C.urrent Ale r-
Goodwill. To Sacrificing Partners

Capital/Current A/c (In Sacrificing

Hidden Goodwill:
Required capital of the firm on the basis of new partner’s capital - Actual capital of the firm

Q. Multiple Choice Questions (1 Mark Each)

NO.

1 On the admission of a new partner:
(A) Old firm is dissolved (B) Old partnership is dissolved
(C) Both old partnership and firm are dissolved (D) Neither partnership nor firmis
dissolved

2. When anew partner brings his share of goodwill in cash, the amount is debited to:
(A) Goodwill Alc (B) Capital Alc of the new partner
(C) Cash Alc (D) Capital A/c’s of the old partners

3. Goodwill of afirm of A and B isvalued at books at Rs. 30,000. It is appearing in the
books at Rs. 12,000. C is admitted for 1/4 share. What amount he is supposed to bring for
goodwill?
(A) Rs. 3,000 (B) Rs. 4,500 (C) Rs. 7,500 (D) Rs. 10,500

4, Assertion (A): A new partner becomes entitled to share future profits of the firm and also

becomes liable for past |osses of the firm.
Reason (R): A new partner acquires rights in the assets and also becomes liable to any
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liability incurred by the firm after his admission.

(A) Both A and (R) aretrue, but (R) is not the correct explanation of A.
(B) Both A and (R) are true and (R) is the correct explanation of A.

(C) A isfasebut (R) istrue.

(D) A istruebut (R) isfalse.

Assertion (A): In case of admission of a partner, the old firm is dissolved and a new firm
comes into existence.

Reason (R): After admission of a new partner, old partners along with the new partner
constitute the new firm. As such, the old firm is dissolved and a new firm comes into
existence.

(A) Both A and (R) are correct and (R) is the correct reason for A.

(B) Both A and (R) are correct but (R) is not the correct reason for A.

(C) Only (R) is correct.

(D) Both A and (R) are wrong.

Ans. 1-B, 2-C, 3-C, 4-C, 5-D

Short Answer Type Questions (3-4 Marks Each)

Niti and Aditi were partnersin afirm sharing profits and losses in the ratio of 2:3. They
admitted John into partnership for 1/4th share in the profits of the firm, which he acquired
equally from Niti and Aditi. John brought Rs. 5,00,000 as his capital and Rs. 1,00,000 as
premium for goodwill. One-fourth of the goodwill was withdrawn by the old partners.
Pass necessary journal entries for the above transactions in the books of the firm. Also
calculate new profit-sharing ratios.

Solution:
Date | Particulars LF Amount Amount
Bank A/c Dr. 6,00,000
To John’s Capital A/c 5,00,000
To Premium for Goodwill A/c 1,00,000
Premium for Goodwill A/c  Dr. 1,00,000
To Niti’s Capital A/c 50,000
To Aditi’s Capital A/c 50,000
Niti’s Capital A/c Dr. 12,500
Aditi’s Capital A/c  Dr. 12,500
ToBank Alc 25,000

A and B are partners sharing profits and losses in the ratio of 3:2. They admitted C into
partnership for ¥4 share. Goodwill of the firm was to be valued at 3 years’ purchase of
super profits. Average net profits of the firm were Rs. 20,000. Capital invested in the
business was Rs. 50,000 and Normal Rate of Return was 10%. Calcul ate the amount of
goodwill C hasto bring.

Solution:-

Super profit = Average Profit — Normal Profit.

Normal profit = 50,000 x 10% = 5,000

Super Profit = 20,000 — 5,000 = 15,000

Goodwill = super profit x No. of years’ purchase = 15,000 x 3 = 45,000

C’s share of goodwill = 45,000 x %4 =Rs. 11,250

A and B are partners sharing profitsin theratio of 3:2. They admit C into the partnership
with 1/4th share in future profits. The new profit- sharing ratio is 5:4:3. C brings into the
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business Rs. 50,000 for his capital but could not bring any amount for goodwill. The firm's
goodwill on C's admission was valued at Rs. 48,000. Pass journal entries.

Solution:-
Date | Particulars LF Amount Amount
Bank A/c Dr. 50,000
To C’s Capital A/c 50,000
C’s Current Alc Dr. 12,000
To A’s Capital A/c 8,800
To B’s Capital A/c 3,200
Calculations:

Vaue of total goodwill of the firm= Rs. 48,000
C’s share of goodwill=48,000 x 1/4 = Rs. 12,000
Cadculation of Sacrificing ratio: Sacrifice Ratio = Old ratio — New Ratio
A= 3/5-5/12 = (36-25)/60 = 11/60
B= 2/5 - 4/12 = (24-20)/60 = 4/60
Sacrifice Ratio = 11:4

Rohit and Mohit were partnersin afirm sharing profits and losses in the ratio of 3:2.
Rahul was admitted into partnership for 1/3rd sharein profits. Goodwill of the firm was
valued at Rs. 3,00,000. Rahul brought Rs. 4,00,000 as capital and Rs. 70,000 out of his
share of goodwill premium in cash. At the time of Rahul's admission, goodwill was
appearing in the books of the firm at Rs. 1,50,000. Pass necessary journal entries for the
above transactions in the books of the firm on Rahul's admission.

Ans
Date | Particulars LF | Amount Amount
Rohit’s Capital A/c  Dr. 90,000
Mohit’s Capital A/c Dr. 60,000
To Goodwill Alc 1,50,000
Bank A/c Dr. 4,70,000
To Rahul’s Capital A/c 4,00,000
To Premium for Goodwill A/c 70,000
Premium for Goodwill A/c Dr. 70,000
Rahul’s Current A/c Dr 30,000
To Rohit’s Capital A/c 60,000
To Mohit’s Capital A/c 40,000

Leeta and Meeta were partnersin afirm sharing profits and losses in the ratio of 5:3. On
1st April, 2024 they admitted Omi as anew partner. On the date of Omi's admission, the
balance sheet of Leeta and Meeta showed a balance of Rs. 1,60,000 in Genera reserve and
Rs. 2,40,000 (Cr.) in Profit and Loss Account. Record necessary journa entries for the
treatment of theseitems on Omi's admission. The new profit-sharing ratio between Leeta,
Meeta and Omi was 5:3:2.

Solution:-
Date | Particulars LF Amount Amount
2024 | Genera reserve A/c  Dr. 1,60,000
April To Leeta’s Capital A/c 1,00,000
1 To Meeta’s Capital A/c 60,000
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April | Profit & LossAlc Dr. 2,40,000
1 To Leeta’s Capital A/c 1,50,000
To Meeta’s Capital A/c 90,000

Long Answer Type Questions (6 Marks Each)

Chander and Damini were partnersin afirm sharing profits and losses equally. On 31st
March, 2023 their Balance Sheet was as follows:

Balance sheet of Chander and Damini as of 31.03.2023

Liabilities Amount Assets Amount
Sundry Creditors 1,04,000 Cash at Bank 30,000
Bills Receivable 45,000
Capitals: Debtors 75,000
Chander 2,50,000 Furniture 1,10,000
Damini  2,16,000 4,66,000 Land and Building 3,10,000
5,70,000 5,70,000

On 01.04.2023, they admitted Elina as a new partner for 1/3rd share in the profits on the

following conditions:

1. Elinawill bring Rs. 3,00,000 as her capital and Rs. 50,000 as her share of
goodwill premium, half of which will be withdrawn by Chander and Damini.

2. Debtorsto the extent of Rs. 5,000 were unrecorded.

3. Furniture will be reduced by 10% and 5% provision for bad and doubtful debts will
be created on bills receivables and debtors.

4. Vaue of land and building will be appreciated by 20%.

5. There being aclaim against the firm for damages, aliability to the extent of Rs.
8,000 will be created for the same.
Prepare Revaluation Account and Partners’ Capital Accounts

Solution:-
REVALUATION ACCOUNT

Particulars Amt. Particulars Amt.
To Furniture A/c 11,000 By Debtors Alc 5,000
To Provision for Doubtful 4,000 By Land & Building A/c 62,000
debts A/c (On Debtors)
To Provision for Doubtful 2,250
DebtsA/c (On B/R
To Claim For Damage A/c 8,000
To Profit transferred to:
Chander Capital’s A/c 20875
Damini capital’s A/c 20875

67,000 67,000
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PARTNER’S CAPITAL ACCOUNTS

Particulars Chander | Damini | Elina Particulars Chander | Damini Elina
(Rs) (Rs.) (Rs) (Rs.) (Rs) (Rs))
ToBank A/c | 12,500 12,500 By Balance 2,50,000 | 2,16,000
b/d - -
To Balance 2,83,375 2,49,375 | 3,00,000 By Bank A/c 3,00,000
c/d By Premium for
Goodwill Alc 25,000 25,000
By Revaduation 20,875 20,875
Alc
2,95,875 2,61,875 | 3,00,000 295875 | 261,875 | 3,00,000

Anikesh and Bhavesh are partnersin afirm sharing profitsin theratio of 7:3. Their Balance
Sh Books of Anikesh and Bhavesh eet as on 31st March, 2023 was as follows:
Balance Sheet of Anikesh and Bhavesh ason 31st March, 2023

Liabilities Amount (Rs)) | Assets Amount
(Rs)
Creditors 60,000 Cash 36,000
Outstanding wages 9,000 Debtors 54000
General Reserve 15,000 Less. Prov. For D/D 6,000 48000
Capitals: Stock 60,000
Anikesh  1,20,000 Furniture 1,20,000
Bhavesh  1,80,000 3,00,000 Machinery 1,20,000
3,84,000 3,84,000

On 1st April, 2023 Chahat was admitted for 1/4th share in the profits on the following terms:
(i) Chahat will bring Rs.90,000 as her capital and Rs.30,000 as her share of Goodwill premium.
(ii) Outstanding wages will be paid.
(i) Stock will be reduced by 10%.
(iv) A creditor of Rs.6,300, not recorded in the books, was to be taken into account. Pass

necessary Journal Entries for the above transactions in the books of the firm.

Ans. Books of Anikesh and Bhavesh
Journal
Date | Particulars LF Amt. Amt.
General Reserve A/c Dr 15,000
To Anikesh’s Capital A/c 10,500
To Bhavesh’s Capital A/c 4,500
(Genera Reserve balance transferred to
partners’ capital account in old ratio)
Cash A/c or Bank Alc Dr 1,20,000
To Chahat’s Capital A/c 90,000
To Premium for goodwill A/c 30,000
(Amount brought in by Chahat as her capital
and her share of goodwill)
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Premium for goodwill A/c Dr 30,000

To Anikesh’s Capital A/c 21,000
To Bhavesh’s Capital A/c 9,000
(Goodwill premium brought in by new partner
shared by old partnersin their sacrificing ratio)

Outstanding Wages A/c Dr 9,000
To Cash or Bank A/c 9,000
(Outstanding wages paid)
Revauation A/c Dr 12,300
To Stock Alc 6,000
To Creditors A/c 6,300

(Decrease in the value of stock and increase
in the value of creditors on revaluation

recorded)
Anikesh’s Capital A/c Dr 8,610
Bhavesh’s Capital A/cDr 3,690
To Revauation A/c 12,300

(Loss on revaluation of assets and
reassessment of liabilities transferred to
partners’ capital account in old ratio)

Sanju and Manju were partnersin afirm sharing profits and lossesin the ratio of 3:2.
Their Balance Sheet on 31st March, 2023 was as follows:
Balance Sheet of Sanju and Manju as at 31st March, 2023:

Liabilities Amount Rs. Assets Amount Rs.
Capitals: Plant and Machinery | 80000
Sanju 1,40,000 Furniture 132000
Manju 1,20,000 260000 Investments 60000
General Reserve 40000 Debtors 76000
Creditors 180000 Less: PDD 4000 72000
Cash at Bank 136000
480000 480000

On 1st April, 2023, Uday was admitted into the firm for 1/4 th share in profits on the
following terms:
i) Furniture was to be depreciated by Rs. 6,000.
ii) Investments were valued at Rs. 72,000.
iii) Plant and Machinery was taken over by Sanju and Manju in their profit
sharing ratio.
iv) Uday will bring in proportionate capital and Rs. 10,000 as his share of
goodwill premium in cash.
Prepare Revaluation Account and Partners’ Capital Account.

Solution:-
Revaluation A/c

‘ Particular ‘ Amount Particular Amount
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Rs. Rs.
To Furniture A/lc  To Profit 6000 By Investments A/c 12000
transferred to Partners’ Capital
Accounts:
Sanju 3,600
Manju 2,400
6000
12000 12000
PARTNERS’ CAPITAL A/C
Particular | Sanju Manju Uday | Particular Sanju Manju Uday
Rs. Rs. Rs. Rs. Rs.
Plant & 48000 32000 By Bal b/d 140000 | 120000
Machine By General 24000 16000
Reserve
Bal c/d 125600 | 110400 | 78667 | By Cash 78667
By PFG 6000 4000
By Reval. 3600 2400
173600 142400 78667 173600 | 142400 | 78667
Working notes:
Calculation of Uday’s Capital:
Combined capital of Sanju and Manju= 1,25,600+ 1,10,400= Rs.2,36,000
Capital brought by Uday= 2,36,000 X 4/3 X 1/4 = Rs.78,667
Ashish and Vishesh were partners sharing profits and losses in the ratio of 3: 2. Their

Balance Sheet as at 31st March, 2022 was as under:
Balance Sheet of Ashish and Vishesh asat 31st March, 2022

Liabilities Amount Assets Amount
(Rs)) (Rs))
Creditors 30,000 Cash at Bank 50,000
Outstanding electricity Debtors.
bill 80,00
Capitals: 0
Ashish  3,00,000 20,000 Less: Prov for D/D . 78,000
Vishesh  2,00,000 2000
Stock 1,12,000
Machinery 3,00,000
5,00,000 Profit and Loss A/c 10,000
5,50,000 5,50,000

On 1st April, 2022, Manya was admitted into the firm with 1/4th share in the profits

on the following terms:

(i) Manyawill bring Rs. 1,00,000 as her capital and Rs. 50,000 as her share of
goodwill premium in cash.
(i) Outstanding electricity bill will be paid off.
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(iii) Stock was found over valued by 12,000.
Pass the necessary journal entriesin the books of the firm on Manya's admission.

Ans.
Books of Ashish and Vishesh Journal
Date | Particulars LF | Amt. Amt.
Cash or Bank A/c Dr. 1,50,000
To Manya’s Capital A/c 1,00,000
To Premium for Goodwill A/c 50,000
Premium for Goodwill A/c Dr. 50,000
To Ashish’s Capital A/c 30,000
To Vishesh’s Capital A/c 20,000
Outstanding Electricity Bill A/c Dr. 20,000
To Cash or Bank A/c 20,000
Revaluation A/c Dr. 12,000
To Stock A/c 12,000
Ashish’s Capital A/c Dr. 7,200
Vishesh’s Capital A/c Dr. 4,800
To Revauation A/c 12,000
Ashish’s Capital A/c Dr. 6,000
Vishesh’s Capital A/c Dr. 4,000
To Profit and Loss A/c 10,000

A and B are partners sharing profitsin theratio 3:2.They admitted C into the firm for
1/6th share in the profit to be contributed equally by A and B.On the date of admission
the Balance sheet of A and B was as follows:-

Liabilities Amt Assets Amt
Capital Machiney 260000
A 300000 Furniture 180000
B 200000 500000 | Stock 100000
Reserve 40000 | Debtors 80000
Creditors 20000 Profit & Loss 4000
Workmen’s Comp
Reserve 4000

684000 684000

Terms of C’s admission were as follows :

1. Cwill bring Rs. 250000 as his capital and necessary amount of goodwill in cash

2. Furnitureisto revalued at Rs. 240000 and value of stock to be reduced by 20%

3. Provision for doubtful debt is 10%

4. Goodwill of thefirmisto be valued at four year purchase of the average super
profit of the last three years’ average profit of the last three years are Rs.
210000, while the normal profit that can be earned on the capital employed are

Rs. 120000.

5. Claim on Workmen Compensation 6000
Prepare Revaluation account, Partners’ capital account after admission of C.

Solution:
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Revaluation a/c

Particulars Amt Particulars Amt
Stock 20000 | Furniture 60000
Prov. For D.D. 8000
Cap alc (Pt) :

A 19200
B 12800 32000
60000 60000

Partner’s Capital a/c

Particul A B C Particulars A B C
ars
WCR 1000 1000 Bal b/d 300000 200000
P& L 2000 2000 Res Fund 20000 20000
Bal c/d 366200 | 259800 | 250000 | Prem for 30000 30000
goodwill
Cash 250000
Revalu alc 19200 12800
369200 | 262800 | 250000 369200 262800 250000
WORKSHEET 1 M.M. 20
AK, BK and CK are sharing profitsin theratio of 2:1:1. They have decided to share 1
future profitsin theratio of 3:2:1. Find out the gainer partner.
(A)Both AK isthe gainer partner and CK isthe gainer partner
(B) CK isthe gainer partner
(C) BK isthe gainer partner
(D) AK isthe gainer partner
If at the time of admission, the revaluation A/c shows aloss, it should be- 1
(A) Credited to old partners capital A/cin old ratio.
(B) Credited to old partners capital A/c in sacrificing ratio.
(C) Debited to old partners capital A/cin old ratio.
(D) Debited to old partners capital A/c in sacrificing ratio
On the reconstitution of a firm the value of furniture increased from Rs. 7,00,000 to Rs. 1
8,00,000 and stock reduced to Rs. 4,00,000 from Rs. 4,20,000. Gain or loss on
revaluation will be:
@ Rs. 80,000 (b) Rs. 80,00 (¢) Rs. 8,00,000 (d) Rs. 1,20,000
Aksh and Naksh are partners sharing profits and losses in the ratio of 3/5 and 2/5 3

respectively. Daksh admitted into partnership and it was decided that New profit sharing
ratio among Aksh, Naksh and Daksh will be 3: 4: 2. Daksh brought 1200000 as his capital
and old partners’ capital will be valued on the basis of Daksh’s capital. What will be the
capital al partners?
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RG and MK are the partnersin the firm. Their capitals are 3, 00,000 and 2,00,000. They
decided to share future profitsin ratio of 2:3.During the year ended 31st March, 2025 the
firm earned a profit of 1,50,000. Assuming that the normal rate of return is 20%.
Cadculate the value of goodwill of the firm by capitalization method and pass necessary
journal entry.

Pass the journal entries for following cases:

Case 1: Debtors Rs 50,000 and Provision for Bad Debt Rs 10,000
Adjustment:
a. Bad debts Rs 5000 and maintain provision for Bad debt @ 5%.

Case 2: Debtors Rs 50,000 and Provision for Bad Debt Rs 10,000
Adjustment:
a. Bad debts Rs 5000 and maintain provision for Bad debt @ 20%.

Case 3: Debtors Rs 50,000 and Provision for Bad Debt Rs 10,000
Adjustment:
a. All debtors were good
Case 4: Debtors Rs 50,000
Adjustment:
a. Bad debts Rs 5000 and maintain provision for Bad debt @ 10%.

Umaand Umesh were partnersin afirm sharing profits and lossesin theratio of 2: 3. On

S
31 March, 2024, their Balance Sheet was asfollows :

st
Balance Sheet of Uma and Umesh asat 31 March, 2024

o Amount Amount
Liabilities @) Assets @)
Capitals: Land and Building 10,00,000
Uma 5,00,000 Furniture 1,00,000

Umesh 7,50,000 12,50,000 Debtors 80,000

Less:
Creditors 50,000 Provision for

doubtful debts 5,000 75,000
General Reserve 75,000 | Stock 40,000
Workmen
Compensation Fund 25,000 Bank 1,95,000
Outstanding
Electricity Bill 10,000
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14,10,000 14,10,000
On the above date, Daya was admitted as a new partner on the following terms :
(1) The new profit sharing ratio of Uma, Umesh and Dayawill be2: 3: 5.
(2) Dayawill bring ¥ 10,00,000 as her capital and ¥ 2,00,000 as her share of goodwill
premium.
(3) The value of Land and Building will be increased by % 2,00,000.
(4) Furniturewill be depreciated by 10%.
(4) T 3,000 bad debts will be written off and a provision for bad and doubtful debts be
created @ 5% of debtors.
(5) Outstanding electricity bill will be paid off.
Pass necessary journal entries for the above transactions on Daya’s

ANS. 1(c), 2 (C), 3(A),

4.Hints Aksh s new capital = 5400000 X 3/9 = 1800000, Naksh’s new capital = 5400000
X 4/9 = 2400000

5. RG gains and MK sacrifices

WORK SHEET 2 M.M. 20

A, B and C were partnersin afirm sharing profits and losses in the ratio of 1
5:3:2. They admitted D as anew partner for 1/5th share in the future profits. D
agreed to contribute proportionate capital. On the date of admission, capitals
of A, B and C after al adjustments were Rs. 1,20,000; Rs. 80,000 and Rs.
1,00,000 respectively. The amount of capital brought in by D will be:

(A)Rs. 75,000 (B)Rs. 60,000 (C)Rs.65000 (D)Rs. 70,000

On C's admission, Machinery appeared in the books of the firm at Rs.1,80,000 | 1
and Furniture at Rs.1,00,000. On revauation, it was found that Machinery is
overvalued by 20%. Net Loss on Revaluation is calculated at Rs.40,000. What
will be the revalued value of Furniture?

(A)Rs.24,000. (B) Rs.90000 (C) Rs.30,000. (D) Rs.50000

Assertion (A): If there are Eight partnersin afirm, a new partner cannot be 1
admitted even if one partner does not agree to this.
Reason (R): A new partner can be admitted if mgjority of partners agree on
his admission. In the context of the above two statements, which of the
following is correct?

(A) (A) and (R) both are correct and (R) correctly explains (A).

(B) Both (A) and (R) are correct but (R) does not explain (A).

(C) Both (A) and (R) areincorrect.
(D) (A) iscorrect but (R) isincorrect.

Ram and Mohan were partnersin afirm sharing profitsin 3:2 ratio. On 1st April 3
2022, they admitted Sita and Radha as new partners. Ram sacrificed 1/3rd of his
share in favour of Sitaand Mohan sacrificed 1/2 of his share in favour of Radha.
Profit of the firm for the year ended 31st March 2023 amounted to Rs.3,60,000. Pass
necessary journal entries for distribution of profit

Ram and Shyam are partners sharing profits and lossesin theratio of 3:2.They | 4
admit Mohan into the partnership, who gets 1/4th of his share from Ram and
3/16th share from Shyam.
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Calculate the new profit-sharing ratio and sacrificing ratio.

A, B and C are in partnership sharing profits and lossesin theratio of 5:4:1.
Two new partners D and E are admitted. Profits are to be shared in the ratio of
3:4:2:2:1 respectively. D isto pay 30,000 for his share of goodwill but E is
unable to pay for goodwill. Both the new partners

Introduced Rs. 40,000 each as their capital. Pass necessary Journal entries.

Sarah and Varshawere partnersin afirm sharing profits and losses in the
ratio of 3:2. Their Balance Sheet as at 31% March, 2024 was as follows:

Balance Sheet of Sarah and Varsha asat 31% March, 2024

Liabilities Amount Rs. Assets Amount Rs.

Capitals: Plant & Machine | 200000
Sarah 60000 Stock 30000
V arsha 50000 110000 Debtors 50000
Provident Fund 120000 Less: PDD 5000 | 45000
Creditors 50000 Cash 25000
Workmen
Compensation 20000
Fund

300000 300000

On 1% April, 2023, they decided to admit Tasha as anew partner for

1/4™ share in the profits of the firm on the following terms:

0] Tasha brought Rs. 40,000 as her capital and Rs. 20000 as her
share of premium for goodwill.

(i)  Plant and Machinery was valued at Rs. 1,90,000.

(iii)  Anitem of Rs. 20,000, included in creditors, is not likely to be
claimed and should be written off.

(iv)  Capitalsof the partnersin the new firm are to be in the new
profit sharing ratio on the basis of Tasha’s capital, by bringing or
paying off cash, as the case may be.

Prepare Revaluation Account and P Capital Accounts.

Hints: 1 (A), 2(B), 3(D),
5. New Profit sharing ratio of Ram, Shyam and Mohan is 43:17:20
Sacrificing ratio of Ram and Shyamis 1:3.
7. Profit On Revaluation 10,000 Capital Account Balance Sarah, 72000
Varsha, 48000 , Tasha 40000
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CHAPTER-5

RETIREMENT & DEATH OF A PARTNER
Retirement of a partner means a partner willingly moving out of a partnership firm.
It isacase of Reconstitution of partnership hence all the provisions of Reconstitution will be
applied here.
When a partner retires from a firm, some adjustments are done as their economic relations have
changed. The changes are:
Calculation of New Profit-Sharing Ratio and Gaining Ratio
Treatment of Goodwill as per AS-26
Treatment of Accumulated Profits and Reserves
Revaluation of Assets and Reassessment of Liabilities
Preparation of partners’ capital A/c and Balance Sheet

Preparation of Retiring partner’s Loan A/c

Adjustment of Capitals.

Gaining Ratio = New Ratio — Old Ratio

When Either New Ratio is given or Gain of the remaining partnersis given in the question, we
calculate Gaining Ratio.

If nothing of that type is discussed, Old Ratio will be the Gaining Ratio.

Gaining Ratio is calculated in order to compensate the retiring partner, his share of Goodwill of the
firm.

Entry:

Date Particulars Amount Amount

Gaining Partners’ Capital A/c ................ Dr.
To Retiring Partner’s Capital A/c

The treatment for Accumulated profits or Reserves will be done as they are done in Admission of a

partner.

Entry:

For Accumulated Profits/reserves:

Date Particulars Amount Amount

General Reserves A/c ................ Dr
WCR A/C. .o Dr
IFRA/C o, Dr.
Contingency Reserves A/c......... Dr.
Profitand Loss A/c ..................... Dr

To Old Partners Capital A/c (Old ratio/Individually)

For Accumulated L osses:

Date Particulars Amount Amount

Old Partners’ Capital A/c............ Dr. (Old ratio/Individually)
To Profit & Loss Alc
To Advertisement Suspense Alc
To Deferred Revenue expenditure A/c
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Revaluation of Assets and Reassessment od Liabilitiesisalso done at theretirement of a
partner.

Computation Of Amount Dueto Retiring Partner

The amount due to aretiring partner is ascertained by preparing retiring partners’ capital account,
after taking into account the following:

Itemsto be Credited:

His share in the profit of revaluation account.

His share of reserves and accumulated profits.

His share of goodwill of the firm.

His share of profit till the date of his retirement.

Opening credit balance of capital and current account of retiring partner.

His salary and/or interest on capital due to the him till the date of his retirement.

Itemsto be debited:

Opening debit balance of capital and account of retiring partner.

Advance or |oan taken by him from the firm if any.

Drawing and interest thereon of the retiring partner.

Share in the accumul ated losses of past year/years.

Share in the loss of revaluation account.

Settlement Of The Amount Due To The Retiring Partner

The amount due to the retiring partner is either paid off immediately or is transferred to hisloan
account. The retiring partner loan account will appear in the books of the new firm as aliability
until it is paid off finally. The following journal entries are passed in this regard.

Note:

If the question is silent on payment to Retiring partner, the amount due to him is transferred to his
“loan account’.

Format of Revaluation A/c:
Revaluation A/c
Dr. Cr.

Particulars Amount Particulars

To Increasein Liabilities
To Decrease in Assets

By Increase in Assets
By Decreasein liabilities

ToUnrecorded | ............ By Unrecorded Assets | ..............
Liabilities

To Gain on Revaluation By Loss on Revaluation

(transferred to Capital (transferred to Capital

Alc) Alc)

A A

B ... B ...

C ... cC
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Format of Partners’ Capital A/c:

Particulars A B C Particulars A B C

To Retiring By Balance b/d

Partner’s Capital ByRev.Alc | ... | ]

Alc By Gen. Res.

To G/w(Existing) By WCR

ToP&L Al | ....... | | ... By IFR

ToAdvt.SuspAlc | ...... | oo | eeins By P&L Alc | ..o | ]

ToLoan Alc By Gaining Partners

ToBank Alc | ...... | | Capital A/c(Goodwill)

ToBadancecd | | | | ]

Balance Sheet
Liabilities Amount | Assets Amount
Creditors ] CashinHand | ...
BillsPayable | ... CashaBank | ...
Capital: Stock e
X Debtors | ...
Y Investment | ..
Z Machine | ...
Buildng | ...

Death of a Partner

The partnership comes to an end immediately, whenever a partner dies athough the firm may continue with the
remaining partners. The deceased partner is entitled to get his sharein the firm as per the provision of a partnership
agreement. His share in the firm is calculated in the same manner asin the case of aretiring partner.
Computation of Deceased Partner’s Share of Profit up to date of death:
- On the basis of time:
If apartner dies on any date after the date of the balance sheet, then his share of profitsis calculated from the
beginning of the year to the date of death on the basis of time of sales.
Deceased Partners’ share of profit till date of death = (Number of Days or Months from the Date of last balance
Sheet to the Date of Death/365 Days or 12 Months)
x Previous Year’s Profits or Average Profits of a given Number of Past Y ears x Profit Share
-OntheBasisof Turnover Sales:
Deceased Partner’s share of profit till date of death = (Sales from the Date of the Last Balance Sheet to the Date of
Death/Previous Year’s Sales or Average Sales of a Given Number of Past Years)
x Previous Year’s Profits of Average Profits of a Given Number of Past Years % Profit Share
Accounting Treatment

e When new profit sharing ratio of continuing partners does not differ from their old profit sharing ratio.

e When new profit sharing ratio of continuing partners differs from their old profit sharing ratio.

In case of profit
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Date Particulars Amount Amount

Profit and Loss Suspense A/c Dr.
To Deceased Partner’s Capital A/c

In case of loss
Date Particulars Amount Amount
Deceased Partner’s Capital A/c Dr.
To Profit and loss Suspense A/c
Deceased Partner’s Capital Account

Particulars Amount | Particulars Amount
To Current A/c (Debit Baance) By Baance b/d
To Loan to Partner A/c By Current A/c (Credit Balance)
To Revaluation A/c (Sharein loss) By Partner’s Loan A/c
To Sharein Accumulated Losses By Profit and Loss Suspense A/c(Sharein
To Drawings Alc Profit for Current year till death)
To Profit and Loss Suspense A/c By Revaluation A/c (Share in Gain Profit)
(Share of Lossfor current year till By Share in Accumulated Profit:
death) - General Reserve A/c
To Goodwill A/c (Sharein existing - Profit and Loss Alc
goodwill written off) By Interest on Capital A/c
To Deceased Partner’s Executors’ A/c By Salary or Commission A/c
(Transfer) (Balancing Figure)

Settlement Of Deceased Partner’s Executor’s Account
The payment to the executors of the deceased partner is made asis stated in the partnership deed or as agreed to by
the remaining partners and the executors. The payment is made either in full in one instalment or more than one
instalment.

Format of Deceased Partner’s Executor’s Loan A/c

Date | Particulars Amount Date Particulars Amount

To Bank A/c (Instalment By Deceased Partner’s
+Interest) | ... Capital Alc | ...
ToBdcd | .... By Interest O/s A/c(Int

Unpad) | ...
To Bank (Instalment + By Bal b/d
Interesty | ... By Interest A/c
ToBal c/d By Interest O/sAlc

Multiple Choice Questions (1 Mark Each)

SL Questions Marks
NO
1 Vimal, Bose and Ghosh were partnersin afirm sharing profits and losses 1

equally. On 1% April, 2024, Bose retired from the firm and the new profit
retirement, the goodwill of the firm was valued at 2,10,000. It was decided
to treat goodwill without opening goodwill account. What will be the
correct entry for adjustment of goodwill:

(A) Debit Vimal by 35,000, Debit Ghosh by 35,000 and Credit Bose by
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70,000

(B) Debit Vimal by 50,000, Debit Ghosh by 20,000 and Credit Bose by
70,000.

(C) Credit Vimal, Bose and Ghosh by 70,000 each and Debit Goodwill A/c
by 2,10,000.

(D) Debit Vimal by 1,20,000, Debit Ghosh by A/c by 2,10,000.

Hari, Chander, Prakash and Govind were partnersin afirm sharing profits
and lossesintheratioof 5: 3: 1: 1. On 1stApril, 2024, Hari retired and his
share was acquired equally by Chander, Prakash and Govind. The new
profit sharing ratio of Chander, Prakash and Govind will be:

(A)7:4:4. (B)15:8:7 ©1:1:1 (D)16:7:7

Sharma, Verma, and Khan were partnersin afirm, sharing profits and
lossesin a2:2:1 ratio. The firm's accounting year ends on March

31st. Khan died on December 31, 2024. His share of profits until his death
was to be calculated based on the previous year's profits. The profit for the
year ended March 31, 2024, was 26,00,000. Which of the following isthe
correct entry:

(A) Debit Sharmaby 45,000 and Debit Verma by 45,000and Credit Khan
by 90,000

(B) Debhit Profit and Loss Suspense by 90,000 and Credit Khan by 90,000
(C) Debit Khan by 90,000 and Credit Profit and Loss by 90,000

(D) None of the above

Sona, Mona and Raghav were partnersin afirm sharing profits and losses
intheratio of 4: 3: 2. Raghav retired. The balance in his account after all
the adjustments regarding revaluation, accumulated profits and reserves
and capital was 2,20,000. Sona and Mona agreed to pay him 3,00,000 in
full settlement of his claim. Raghav’s share in the firm’s Goodwill was:
(A) 2,20,000 (B) 80,000 (C) 4,00,000 (D) 40,000

Ravita, Savita, Kavita and Babita were partners in afirm sharing profits
and lossesintheratioof 5:3:2: 2,. On 1st April, 2024 Savitaretired and
her share was acquired equally by the remaining partners. The new profit
sharing ratio between Ravita, Kavita and Babitawill be :

(A)3:3:2 B)1:2:1 ©1:1:2 (D)2:11

Tavish, Umesh and Varun were partnersin afirm sharing profits and losses
intheratio of 4: 3: 2. Tavish retired. Umesh and Varun decided to share
profits and lossesin future in the ratio of 5 : 3. The gaining share of Umesh
will be

(A) 2172 (B) 11/72 (C) 45/72 (D) 32/72

Asit, Sonu and Hinawere partners in afirm sharing profits and lossesin the
ratio of 3: 2: 1. Adit retired and the balance in his capital account after
making necessary adjustments on account of reserves and reval uation of
assets and liabilities was 40,00,000. Sonu and Hina agreed to pay him
45,00,000 in full settlement of his claim. The value of goodwill of the firm
was:

(A) 5,00,000 (B) 20,00,000 (C) 15,00,000 (D) 10,00,000

Ajit, Biswas and Chitrawere partners in afirm sharing profits and losses in
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theratioof 5: 3: 2. Biswas died on 30th September, 2024. The firm closes
its books on 31% March every year. Biswas’s share of profits till the date of
death from the last Balance Sheet date, was to be calculated on the basis of
sales. Sales for the year ended 31st March, 2024 amounted to 24,00,000
and that from 1st April, 2024 to 30th September, 2024 amounted to
15,00,000. The profits for the year ended 31st March, 2024 were 2,40,000.
Biswas’s share of profit till the date of his death was:

(A) 11,250 (B) 70,000 (C) 45,000 (D) 22,500

A, B and C are partners sharing profitsin the ratio 5:3:2. On 31% March,
2024, C retired from the firm after serving a proper notice. On his
retirement, General Reserves has a balance 20,000 and Advertisement
Suspense 5,000. What will be the effect on C’s capital Account after the
entries passed :

(A) Increased by 5,000 (B) Decreased by 15,000

(C) Increased by 15,000 (D) Decreased by 25,000

10

Aaroh, Bhuvan and Charu were partners in afirm sharing profits and losses
in the ratio of 1 : 2 : 6. Charu died. Aaroh and Bhuvan acquired Charu’s
sharein theratio 2:1. The new profit sharing ratio between Aaroh and
Bhuvan after Charu’s death will be:

A)2:1 B)1:2 (©)5:4 (D)4:5

11

Assertion (A): At the time of retirement of a partner, the gaining ratio is
calculated.

Reason (R): Gaining ratio is used to calculate goodwill to be compensated
by gaining partners.

(A) Both A and R aretrue and R is the correct explanation of A

(B) Both A and R are true but R is not the correct explanation of A

(C) Alistruebut Risfase

(D) A isfasebut Ristrue

12

Assertion (A): Retirement of a partner results in dissolution of the
partnership.
Reason (R): Dissolution of a partnership firm and retirement of a partner
are the same.
(A) Both A and R aretrue and R is the correct explanation of A
(B) Both A and R are true but R is not the correct explanation of A
(C) Alistruebut Risfase
(D) A isfasebut Ristrue

13

Assertion (A): The amount due to the retiring partner appears on the debit
side of his capital account.

Reason (R): The capital account of the retiring partner is closed by
transferring the amount due to his loan or bank account.

(A) Both A and R aretrue and R is the correct explanation of A

(B) Both A and R are true but R is not the correct explanation of A

(C) Aistruebut Risfalse

(D) A isfdsebut Ristrue

14

Assertion (A): Deceased partner’s capital account is settled only when the
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firmis dissolved.

Reason (R): A deceased partner’s share cannot be transferred to legal
heirs.

(A) Both A and R aretrue and R is the correct explanation of A

(B) Both A and R aretrue but R is not the correct explanation of A
(C) Alistruebut Risfase

(D) A isfdsebut Ristrue

15 Assertion (A): The share of profit till the date of death is credited to the
deceased partner’s capital account.

Reason (R): The partner is entitled to profit earned by the firm during his
lifetime.

(A) Both A and R aretrue and R is the correct explanation of A

(B) Both A and R are true but R is not the correct explanation of A

(C) Alistruebut Risfase

(D) A isfdsebut Ristrue

AnsSwers:
Q-1 A Q-2 A Q-3 B Q-4 B Q-5 D
Q-6 A Q-7 D Q-8 C Q-9 C Q-10 C
Q-11 D Q-12 C Q-13 A Q-14 C Q-15 A

Short Answer Type Questions (3/4 Marks Each)

1 Diksha, Krish and Rajan were partnersin afirm sharing profits and losses in the ratio
of 3:2: 1. On1st April, 2024, Rajan decided to retire from the firm. On that day, the
balancein his capital account after making the necessary adjustments on account of
reserves, revaluation of assets and reassessment of liabilities was 1,80,000. Diksha and
Krish agreed to pay him 2,20,000 in full settlement of his claim.
Calculate Rajan’s share of Goodwill and pass the necessary journal entries for the
same.
Solution:

Payment made to Rgjan = 2,20,000

Payment dueto him = 1,80,000

Extra amount (goodwill) paid to him = 40,000

Rajan’s share of Goodwill = 40,000

Diksha’s Capital A/c.............. Dr. 24,000
Krish’s Capital A/c .......oeennni. Dr. 16,000
To Rajan’s Capital Alc 40,000

2 Raj, Veer and Aryan are friends sharing profitsin the ratio 3:2:1. On 31% July 2024,
Aryan died. As per their deed, the deceased partner’s share of profit up to date of his
death is to be calculated on the basis of the average profit of previous three completed
years. The profit of last three years were 80,000;90,000 and 1,00,000 respectively.
Calculate Aryan’s profit up to death and pass the necessary journal entry regarding
profit if the firm closes its books on 31% March every year.
Solution:
Avg. Profit of last three years = (80,000+90,000+1,00,000)/3

= 90,000
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Aryan’s share of profit up to death = 90,000*1/6*4/12
= 5,000
Entry:
Profit and Loss Suspense A/c Dr. 5,000
To Aryan’s Capital A/c 5,000

X, Y and Z are partners sharing profitsin theratio of 3: 2: 1. Y retired on 31%
March,2024. On Y’s retirement Workmen Compensation Reserve appears at 60,000.
Pass the necessary journal entriesin the following cases:

(@) If thereisno claim for Workmen Compensation.

(b)If thereis claim for Workmen Compensation 48,000.

(o)If thereis claim for Workmen Compensation 60,000.

(d)If thereis claim for Workmen Compensation 84,000.

Solution: Entries:
@ Workmen Compensation Reserve A/c Dr. 60,000
To X’s Capital A/c 30,000
To Y’s Capital A/c 20,000
To Z’s Capital A/c 10,000
(b) Workmen Compensation Reserve A/c Dr. 60,000
To Claim for Workmen Compensation 48,000
To X’s Capital A/c 6,000
To Y’s Capital A/c 4,000
To Z’s Capital A/c 2,000
(c) Workmen Compensation Reserve A/c Dr. 60,000

To Claim for Workmen Compensation 60,000

(d) Workmen Compensation Reserve A/c Dr. 60,000
Revauation A/c Dr. 24,000
To Claim for Workmen Compensation 84,000

X’s Capital A/c Dr. 12,000
Y’s Capital A/c Dr. 8,000
Z’s Capital A/c Dr. 4,000
To Revaluation A/c 24,000

Bat, Cat and Rat were partners sharing profits and losses in the ratio 5:3:2. Cat retired
and on that date there was a balance of Investment of % 4,00,000 and Investment
Fluctuation Reserve of X 1,00,000 was appearing in the balance sheet. Pass necessary
journal entries for Investment Fluctuation reserve in the following cases.

(1) Market Value of Investments was X 4,80,000.
(i)  Market Value of Investments was X 3,80,000.
(i)  Market Value of Investments was X 2,90,000

Solution: Entries:
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1(a Investment Fluctuation Reserve A/c Dr. 1,00,000

To Bat’s Capital A/c 50,000
To Cat’s Capital A/c 30,000
To Rat’s Capital A/c 20,000
(b) Investment a/c Dr. 80,000
To Revaluation A/c 80,000
(© Revauation A/c Dr. 80,000
To Bat’s Capital A/c 40,000
To Cat’s Capital A/c 24,000
To Rat’s Capital A/c 16,000

2 Investment Fluctuation Reserve A/c Dr. 1,00,000

To Investment A/c 20,000
To Bat’s Capital A/c 40,000
To Cat’s Capital A/c 24,000
To Rat’s Capital A/c 18,000
3 Investment Fluctuation Reserve A/c Dr. 1,00,000
Revaluation A/c Dr. 10,000
To Investment A/c 1,10,000
Bat’s Capital A/c Dr. 5,000
Cat’s Capital A/c Dr. 3,000
Rat’s Capital A/c Dr. 2,000
To Revaluation A/c 10,000

Shobha, Kalyani and Kaveri were partnersin afirm sharing profits and lossesin the
ratio of 3:5: 2. Thefirm closesits books on 31st March every year. On 30th June,
2024 Kayani died. On that date, her capital account showed a credit balance of
3,00,000. On the same date the firm had a General Reserve of 1,20,000. The
partnership deed provided for the following on the death of a partner:
(1) Balancein her capital account.
(i) Interest on capital @ 12% p.a.
(ili)  Her shareinthe profits of the firm till the date of her death is Calculated
on the basis of previous year’s profits. The Profit of the firm for the
year ended 31st March, 2024 was 2,80,000.
(iv)  Her sharein the goodwill of the firm. The goodwill of the firm on
Kalyani’s death was valued at 4,00,000.

Prepare Kalyani’s Capital Account to be rendered to her Executors.

Solution:
Kalyani’s Capital A/c

Particulars Amount | Particulars Amount

To Kalyani’s 6,04,000 | By Balance b/d 3,00,000

Executor’s A/c By General Reserves A/c 60,000
By Interest on Capital 9,000
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By Shobha’s Capital A/c 1,20,000
By Kaveri’s Capital A/c 80,000
By Profit Share (from 35,000
P&L)

6,04,000 6,04,000

Kanak, Kamal and Kanha are partnersin afirm. Their fixed capitals were 5,00,000,
%10,00,000 and X15,00,000 respectively. They share profits in the ratio of their fixed
capitals. Firm closes its books of accounts on 31st March every year. Kanak died on
30th September, 2021. Kanak's share of profit till the date of death from the last
Balance Sheet date, was to be calculated on the basis of sales. Sales and Profit for the
year 2020-21 were 20,00,000 and 2,00,000 respectively. Sales from 1st April, 2021 to
30th September, 2021 were 6,00,000.

(i) Calculate Kanak's share of profit.

(i1) Pass necessary journal entry to record Kanak's share of profit.

Solution:
Previous Sales = 20,00,000
Previous Profits = 2,00,000
Sales upto death = 6,00,000
Profit upto death = 2,00,000* 6,00,000/20,00,000
Profit upto death = 60,000
Kanak’s share of profit upto death = 60,000*1/6 = 10,000

Profit and Loss Suspense A/c........ Dr. 10,000
To Kanak’s Capital A/c 10,000

Shweta, Meenu and Asha were partnersin afirm sharing profits and losses in the ratio
of 3:5:2. Meenu retired on 1st April, 2022. After making al adjustments relating to
revaluation, goodwill and accumulated profits, etc., the capital accounts of Shweta and
Asha showed credit balance of % 3,00,000 and X 1,00,000 respectively. It was decided
to adjust the capitals of Shweta and Ashain their new profit sharing ratio.
Pass necessary journal entries for bringing in or withdrawal of the necessary amounts
through their current accounts. Show your working clearly.
Solution:

Total Capita of the reconstituted firm = 3,00,000 +1,00,000 = 4,00,000

New Capital of Shweta = 4,00,000* 3/5= 2,40,000

New Capital of Asha=4,00,000*2/5= 1,60,000

(8) Shweta’s Capital A/c Dr. 60,000

To Current Alc 60,000
(b) Current Alc Dr. 60,000
To Asha’s Capital A/c 60,000

Hemant, Sumant and Kumar were partnersin afirm sharing profits and losses in the
ratio of 3: 2: 1. Thefirm closesits books on 31st March every year. On 1st August,
2024, Kumar died. The partnership deed provided that on the death of a partner, his
executors will be entitled for :

59




(1) Balance in his capital account less drawings.

(i) Interest on capital @ 12% p.a.

(i)  Hisshare of goodwill.

(iv)  Hissharein the profits of the firm till the date of his death calculated on
the basis of average profit of the previous four years.

The following information was obtained from the books of the firm on the date of
Kumar’s death:

(a) Balance in his capital account on 1st April, 2024 was 4,00,000 and

he had withdrawn 90,000 till that date for his treatment.

(b) Goodwill of the firm was valued at 60,000.

(c) Profits of the firm for the last four completed years were : 2,00,000, 2,20,000,
1,20,000 and 1,80,000.

Prepare Kumar’s Capital Account to be rendered to his Executors.

Solution:
Kumar’s Capital A/c
Particulars Amount | Particulars Amount
To Drawings 90,000 By Baance b/d 4,00,000
By Interest on Capital 12,400
To K’s Executor’s 3,62,400 | By H’s Capital A/c 6,000
Account By S’s Capital A/c 4,000
By Profit Share (from 30.000
P&L)
4,52,400 4,52,400
9 Ashok, Y ogesh and Pushpendra are partners sharing profits and lossesin the ratio
3:2:1. On 31% March, 2025 Pushpendra decided to retire from the firm. The remaining
partners decided to share future profits equally. For this purpose Goodwill was valued
at 60,000. Existing Goodwill appearing in the books of the firm at 18,000. Pass
necessary journal entries in the books of the firm on Pushpendra’s retirement for
adjustment of Goodwill.
Solutions:
Ashok’s Gain = (1/2) — (3/6) =0
Yogesh’s Gain = (1/2) — (2/6) =1/6
Goodwill = 60,000
Yogesh’s Goodwill share = 60,000*1/6= 10,000
Entries:
(a) Ashok’s Capital A/c Dr. 9,000
Yogesh’s Capital A/c Dr. 6,000
Pushpendra’s Capital A/c Dr. 3,000
To Goodwill Alc 18,000
(b)  Yogesh’s Capital A/c Dr. 10,000
To Pushpendra’s Capital A/c 10,000
10 Tarun, Abhishek, Kamal and Vivek were partnersin afirm sharing profitsin the ratio
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of 5: 3: 2: 2. Kamal retired on 31st March, 2022. Tarun, Abhishek and Vivek decided
to share future profits in 3:2:1. On Kamal’s retirement goodwill of the firm was valued
at 9,00,000.

Showing your working clearly, calculate gaining ratios and pass the necessary journal
entry for treatment of goodwill on Kamal’s retirement. It was decided not to show
goodwill in the books of the firm.

Solution:

Tarun’s Gaining ratio= (3/6)-(5/12)= 1/12

Abhishek’s Gaining ratio = (2/6)-(3/12)=1/12

Vivek’s Gaining ratio = (1/6)-(2/12) =0

Goodwill of the firm = 9,00,000
Kamal’s G/w=9,00,000*2/12=1,50,000

Tarun’s Capital A/c Dr. 75,000
Abhishek’s Capital A/c  Dr. 75,000
To Kamal’s Capital A/c 1,50,000

Long Answer Type Questions:

Amar, Akbar and Anthony were partners in afirm sharing profits and losses in the ratio
of 3:5: 2. On 31st March, 2024, their Balance Sheet was as follows :
Balance Sheet of Amar, Akbar and Anthony as at
31st March, 2024

Liabilities Amount Assets Amount

Capitals: Land and Building 9,50,000

Amar 2,00,000 Plant and Machinery 2,00,000

Akbar 3,00,000 Furniture 50,000

Anthony  5,00,000 | 1000000 | gock 70,000

General Reserves 80,000 Debtors 95,000

Mrs. Amar’s Loan 2,00,000 . ..

Creditors 150,000 Less: Provision (5,000) 90,000
Bank 70,000

14,30,000 14,30,000

On the above date, Akbar retired from the firm on the following terms:
(i) Goodwill of the firm was valued at 1,20,000 and Akbar’s share of the same was to
be adjusted through the capital accounts of remaining partners.
(if) Land and Building was to be increased by 50,000.
(iii) Plant and Machinery will be depreciated by 10%.
(iv) All debtors were found to be good, hence provision for bad debts was not required.
(v) Investments of 65,000 were unrecorded.
(vi) Amount payable to Akbar was transferred to hisloan account.
Prepare Revaluation Account and Partners’ Capital Accounts.
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Solution:

Dr. Revaluation Account Cr.
Particulars Amount Particulars Amount
To Plant and Machine By Land & Building | 50,000
To Gainon 20,000 By Investment 65,000
Revaluation By Provision for Bad
Amar 30,000 debts 5,000
Akbar 50,000
Anthony 20,000
1,00,000
1,20,000 1,20,000
Dr. Partner’s Capital A/c Cr.
Part. Amar Akbar Anthony | Part. Amar Akbar Anthony
To By 2,00,000 | 3,00,000 | 5,00,000
Akbar’s Balance
Capital | 36,000 b/d
24,000 By Rev.
To alc 30,000 50,000 20,000
Akbar’s By Gen.
Loan Res. 24,000 40,000 16,000
4,50,000 By Amar’s
capital
To By 36,000
Balance Anthony’s
c/d 2,18,000 5,12,000 | Capital 24,000
2,54,000 | 4,50,000 | 5,36,000 2,54,000 | 4,50,000 | 5,36,000

Ratan, Singh and Sharma were partnersin afirm sharing profits and lossesintheratioof 2: 2 :
1. Their Balance Sheet on 31% March, 2024 was as follows:
Balance Sheet of Ratan, Singh and Sharma as at31st March, 2024

Liabilities Amount Assets Amount
Creditors 90,000 Bank 65,000
Outstanding Stock 1,50,000
Wages 10,000 Debtors 90,000
Genera Reserve 3,00,000 Less: Provision (5,000) | 85,000
Capitals: Plant and Machinery 2,50,000

Land and Building 4,50,000
Ratan 3,60,000 Profit and Loss A/c 1,00,000
Singh 2,40,000
Sharma 1,00,000 | /00,000
11,00,000 11,00,000

On 1st April, 2024 Sharmaretired from the firm on the following terms:

(i)
(i)

Plant and Machinery isrevaued at 2,00,000.
Land and Building was to be appreciated by 49,500 and provision for

bad debts will be maintained at 5% of the debtors.
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(i)  Sharma’s share in the Goodwill of the firm is valued at Rs. 60,000 and
the retiring partner’s share has to be adjusted through the capital
accounts of remaining partners.

(iv)

Sharmawas paid in cash brought by Ratan and Singh in such away so

asto make their capitals proportionate to their new profit sharing ratio.
Journalise and prepare Partners’ Capital Accounts and Balance Sheet of

new firm.

Prakash, Aakash and Vikas were partnersin a business sharing profitsin theratioof 2: 2: 1.
Their Balance Sheet as at 31st March, 2022 was as follows:

Liabilities Amount (%) Assets Amount (%)
Creditors 2,00,000 Bank 40,000
General Reserve 1,00,000 Stock 60,000
Capitals: Debtors 1,60,000
Prakash 1,20,000 Investments 1,40,000
Aakash 2,00,000 Furniture 70,000
Vikas 80,000 Building 2,30,000
Total 7,00,000 Total 7,00,000

Vikas died on 30th September, 2022. On the death of a partner the partnership deed provided

for the following:

1. Deceased partner will be entitled to his share of profit up to the date of death calculated on
the basis of previous year's profit.

2. Hisshareinthe Goodwill of the firm, calculated on the basis of 3 years purchase of
average profits of last four years. Profitsfor last four years ended 31st March were as

follows:

- 2018 - 19, 1,60,000

- 2019 - 20, % 1,00,000

- 2020 - 21, % 80,000

- 2021 -22,% 60,000
3. Drawings of the deceased partner up to the date of death were % 20,000.
4. Interest on capital was allowed @ 12% per annum.

Prepare Vikas’s Capital account to be rendered to his executors.

Solution: Vikas Capital Alc
Particular Amount Particular Amount
To Drawings 20,000 By Balance b/d 80,000
By General Reserve 20,000
To Vikas’s Executor A/c By Prakash’s Capital 30,000
1,50,800 By Aakash’s Capital 30,000
By P&L suspense A/c
By Int. on Capital 6,000
4,800
1,70,800 1,70,800

Anna, Bina and Teena were partners sharing profits and lossesin theratio of 5: 3: 2. Their
Balance Sheet on 315¢ March, 2022 was as follows :
Balance Sheet of Anna, Binaand Teena as at 315t M arch, 2022




Liabilities Amount Assets Amount
Creditors 66,000 Furniture 1,12,000
Bills Payable | 59,000 Stock 1,77,000
Capitals: — Debtors2,80,000
Anna Less: provision
2,00,000 for Bad debit.
Bina (7,000) 2,73,000
2,00,000 Cash 63,000
Teena
1,00,000 5,00,000

6,25,000 6,25,000

On the above date, Annaretired on the following terms:
(1) Goodwill of the firm was valued at = 60,000 and Anna’s share of Goodwill was adjusted
through the capital accounts of remaining Partners.
(2) Furniture was depreciated by = 10,000.
(3)Annawas to be paid through cash brought in by Binaand Teenain Such away as to make
their capitals proportionate to their new Profit sharing ratio of 1: 1.
Pass necessary journal entries for the above transactions.
Solution: Journal Entries:

Revaluation A/c Dr. 10,000

To Furniture A/c. 10,000

Anna’s Capital A/c Dr. 5,000

Bina’s Capital A/c Dr. 3,000
Teena’s Capital A/c Dr. 2,000
To Revaluation Alc 10,000

Bina’s Capital A/c Dr. 12,000
Teena’s Capital A/c Dr. 18,000

To Anna’s Capital A/c 30,000
Bank A/c Dr. 2,25,000

To Bina’s Capital A/c 60,000

To Teena’s Capital A/c 1,65,000

Anna’s Capital A/c  Dr. 2,25,000
ToBank Alc 2,25,000

P, Q and R were partnersin awater dispenser manufacturing firm. They were sharing profits
and lossesin the ratio of 2:2:1. On 31st March, 2022, their Balance Sheet was as follows:
Balance Sheet of P, Q and R ason 31st March, 2022

Liabilities Amount Assets Amount
Capitals: Plant and Machinery | 1,25,000
P 50,000 Land and Building 1,50,000
Q 1,25,000 Debtors 40,000
R 1,00,000 Stock 35,000
Cash at Bank 75,000
General Reserve 1,25,000
Sundry Creditors 25,000
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4,25,000 4,25,000

Q died on 30th June, 2022. According to the partnership deed, hislegal representatives were
entitled to:

0] Interest on capital @ 12% p.a.

(i) 12,000 for his share of Goodwill.

(iii)  Hisshare of profit till the date of death was to be calculated on the basis of
sales. The sales from 1st April, 2022 to 30th June, 2022 were 62,500. The
sales and profits of the firm for the year ending 31st March, 2022 was

5,00,000 and 1,25,000 respectively.
Pass necessary journal entries in the books of the firm.
Solution: Entries
Int. on Capital A/c Dr. 3,750
To Q’s Capital A/c 3,750
P’s Capital A/c Dr. 8,000
R’s Capital A/c Dr. 4,000
To Q’s Capital A/c 12,000
Profit & Loss Suspense A/c  Dr. 6,250
To Q’s Capital Alc 6,250
General Reserve A/c Dr. 50,000
To Q’s Capital A/c 50,000

Kamal, Rahul and Neerg were partnersin afirm sharing profits and losses in the ratio of 5:32.
On 31st March, 2022, their Balance Sheet was as under:

Balance Sheet of Kamal, Rahul and Neeraj ason 31st March, 2022

Liabilities Amount Assets Amount
Capitals: Land and
Kamal 1,20,000 Building 1,70,000
Rahul 1,20,000 Plant and
Neerg 1,20,000 Machinery 2,60,000
Generd Stock 3,60,000
Reserve 1,20,000 Debtors 80,000
Sundry Cash 50,000
Creditors 1,80,000

6,60,000 6,60,000

On the above date, Rahul retired and following terms were agreed upon:

(i) Goodwill of the firm was valued at 3,50,000.

(ii) Anitem of 10,000 included in Sundry creditorsis not likely to be claimed and hence
written off. Stock was valued at 90,000.

(iii) Capital of the new firm was fixed at 2,10,000 and the same will be adjusted in the profit
sharing ratio of the remaining partners. For this purpose the required cash will be brought in or
paid off asthe case may be.

(iv) Amount payable to Rahul will be transferred to his |oan account.

Prepare Revaluation Account and Partners' Capital Accounts on Rahul’s retirement.
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Eram, Aiman and Taiyab are parnersin afirm sharing profit and lossesin the ratio 5:3:2. On
31% March, 2025, Taiyab decided to retire from the firm. On his retirement, the amount due to
him was cal culated as 3,26,000. He was given a cheque of 26,000 immediately and the balance
was paid in three equal annual installment carrying interest @10% p.a.

Prepare hisloan account till it is settled.

Taiyab’s Loan Account

Date Particulars Amount Date Particulars Amount
To Bank A/c (Cheque) 31- By Capital Alc
31- < 26,000 | Mar- y e
Mar- 2025
2025 3,26,000
31
ToBank Alc
31 1,30,000 March
March (1,00,000+30,000) 2026 By Interest 30,000
2026 ToBal o/d 2,00,000
31 ToBank Alc 1,20,000 1 April | By Bal b/d 2,00,000
March | (1,00,000+20,000) 2026
2027 31
ToBal c/d 1,00,000 March | By Interest 20,000
2026
31 ToBank Alc 1,10,000 1 April | By Bal b/d 1,00,000
March | (1,00,000+10,000) 2027
2028 31
March
2028 By Interest 10,000
1,10,000 1,10,000

X, Y and Z are partners sharing profit and losses in the ratio 2:2:1. Z died on 1%
October, 2024. Amount due to his executors was 1,12,000. His executor was given a
cheque of 12,000 immediately and balance to be paid in two equal annua installment
carrying interest @ 10% p.a. Prepare Z’s executor’s Account till it is fully settled.

Solution:
Z’s Executor’s Account
Date Particulars Amount | Date Particulars Amount
ToBank A/c 12000 01-Oct- | By Z's Capital 1,12,000
01-Oct- (immediate ' 2024 Alc
2024 payment) 31
31 March March
2025 2025 5,000
ToBal c/d 105,000 By Interest O/s
1,17,000 1,17,000
01-Oct- April 1 | By Bal b/d 1,05,000
2025 ToBank AIC(Ist 16000 | oct1 | By Interest 5,000
installment)
31
31 52,500 march
Mar | 10 B3 d 2026 | By Interest ofs 2,500
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202
6
1,12,500 1,12,500
April 1 | By Bal b/d 52,500
01-Oct- To Bank A/c (2nd 55.000 1 Oct By Interest 2,500
2026 installment) '
55,000 55,000

Radhika, Ridhima and Rupanshi were partnersin afirm sharing profits and lossesin the ratio
of 3:5:2. On 31st March, 2022, their balance sheet was as follows:
Balance Sheet of Radhika, Ridhima and Rupanshi as on 31.3.2022

Liabilities Amount Assets Amount
Sundry Cash 50,000
Creditors 60,000 Stock 80,000
Generd Debtors 40,000
Reserve 40,000 Investments 30,000
Capitals: Buildings 5,00,000
Radhika 3,00,000
Ridhima 2,00,000
Rupanshi 1,00,000

7,00,000 7,00,000

Ridhimaretired on the above date and it was agreed that:

()
(i)
(iii)

Goodwill of the firm be valued at 3,00,000.
Building was valued at 6,20,000.
Capital of the new firm was fixed at 5,00,000, which will bein the

new profit sharing ratio of the partners; the necessary adjustments
for this purpose were to be made by opening current accounts of the

partners.

Prepare Revaluation Account and Partners’ Capital Accounts on Ridhima’s Retirement.

Dr. Revaluation Account Cr.
Particulars Amount Particulars Amount
To Profit trans. To Capital A/c | 1,20,000 By Building 1,20,000
Radhika 36,000
Ridhima 60,000
Rupanshi 24,000
1,20,000 1,20,000

Partners’ Capital A/c
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Particulars Radhik | Ridhima Rupanshi | Particulars Radhika Ridhima | Rupansh
a i
To Ridhima 90,000 60,000 By 3,00,000 | 2,00,000 | 1,00,000
(Goodwill) Balan
ce 36,000 60,000 24.000
To Ridhima (Bal. c/d 3,10,0
/ Retired) 00 90,000
60,000
To 6,000 4,000
By
Current Reva
Alc © luatio
(balancin 1) n
afig) Profit
By
Radh
ika
(Goo
dwill
)
By
Rupa
nshi
(Goo
dwill
)
3,36,00 | 3,10,000 1,24,000 3,36,000 | 3,10,000 | 1,24,000
0

*******************************End*********************************

WORKSHEET 1
RETIREMENT AND DEATH

TIME: 40 MINS MM:20
S | QUESTIONS MARKS
No.
1 Asha, Yug and Zubin were partnersin afirm sharing profits and lossesin theratioof | 1

4 : 3 : 2. Zubin retired. Zubin’s share was acquired equally by Asha and Yug. The
new profit sharing ratio between Asha and Yug after Zubin’s retirement was : 1
(A)3:2 (B)5:4 ©4:3 (D)2:1 (CBSE COMP 2024)
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Raju, Raja and Ram were partners sharing profit and lossin theratio 3:2:1. On 30"
June, 2024, Raja died and the remaining partners decided their new ratio 2:1. What is
the gaining ratio of Rgju and Ram:

(A)2:3 (B) 4:3 (C) 41 (D) 11

Anu, Bina and Roy were partnersin afirm sharing profits and lossesin the ratio of 3:
2 : 1. Roy retired and his share was acquired by Anu. The new profit sharing ratio
between Anu and Bina after Roy’s retirement will be :

(A)3:2 B)3:1 ©1:1 (D)2:1

Anju, Manju and Sanju are partners sharing profits and losses in the ratio 2:2:1. Sanju
retired from the business on 31% March, 2025. The Workmen Compensation Reserve
appears at 80,000 and the claim for the same is 35,000. The amount credited to Sanju
on account of WCR in her Capital Account:

(A) 9,000 (B) 7,000 (C) 16,000 (D) None of the Above

Falak, Girdhar and Hemang were partnersin a firm sharing profits and losses in the
ratio of 6: 3: 1. Girdhar retired. Falak and Hemang decided to share profitsin future
in the ratio of 3 : 2. On the day of Girdhar’s retirement, goodwill of the firm was
valued at % 1,00,000.

Calculate gaining ratio and pass necessary journal entry to record the treatment of
goodwill on Girdhar’s retirement. (CBSE COMP. 2024)

A, B and C are partners sharing profits and loss in the ratio 5:3:2. B died on 31% July,
2024. As per their deed, Deceased partner’s share in profits up to date of death is to
be calculated on the basis of previous sales and previous profit. The previous sales
and profit were 20,00,000 and 4,00,000. The profit for the intervening period was
8,00,000.

Find B’s share of profit up to date of his death and pass journal entries regarding
profit.

Manu, Naresh and Paras were partners in afirm sharing profits and losses equally.
Their Balance Sheet as at 31st March, 2023 was as follows :
Balance Sheet of Manu, Naresh and Paras as at 31st March, 2023

Liabilities Amount Assets Amount
Creditors 60,000 Bank 60,000
General Reserve 60,000 Stock 90,000
Capitals: Debtors 1,10,000
Manu 90,000 Fixed Assets 1,00,000
Naresh 80,000
Paras 70,000 2,40,000

3,60,000 3,60,000

Paras died on 31st January, 2024. It was agreed between his executors and
remaining partnersthat :

(1) Goodwill be valued at X 30,000 at 3 years purchase of average profits of
the previous three years.

(i) Share of profit up to the date of death on the basis of average profits of the
previous three years. Paras’s share of profit amounted to X 48,000.

(ii1) Interest on capital isto be provided @ 12% p.a.

(iv) Half the amount due to Parasisto be paid immediately.
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Prepare Paras’s Capital Account and Paras’s Executor’s Account. (CBSE 2024
COMP.)

Trisha, Urvi and Varshawere partners in afirm sharing profits and losses
intheratio of 5: 4: 1. Their Balance Sheet as at 31st March, 2023 was as
follows:

Balance Sheet of Trisha, Urvi and Varsha asat 31st March, 2023

Liabilities Amount Assets Amount
Capitals: Fixed Assets 4,00,000
Trisha 2,00,000 Stock 1,00,000
Urvi 1,30,000 Debtors 1,50,000
Varsha 1,00,000 4,30,000 | Cash 2,00,000
General Reserve 1,50,000
Creditors 2,70,000

8,50,000 8,50,000

Trisharetired on 1st April, 2023 and the partners agreed to the following

terms:

(1) Fixed Assets were found overvalued by X 80,000.

(i1) Stock was taken over by Trisha at X 80,000.

(iii) Goodwill of the firm was valued at % 1,00,000 on Trisha’s retirement and
Trisha’s share by goodwill was adjusted through the Capital Accounts of remaining
partners.

(iv) New profit sharing ratio between the remaining partners was agreed at 2: 3.

(v) Trisha was paid % 50,000 on retirement and the balance was transferred to her loan
account.

Pass necessary journal entries in the books of the firm on Trisha’s retirement.

(CBSE 2024 COMP.)
Marking Scheme

1 B 1
2 D 1
3 D 1
4 | A 1
5 Gaining share = New Share - Old Share...... Y Falak’s gaining share 3/5- 6/10 = Nil 3

............................................... > Hemang’s gaining share 2/5 — 1/10 = 3/10

(Gain)..o.oveeieiiiiiea 2 Only Hemang gains 3/10 share

Hemang’s Capital A/c Dr. 30,000
To Girdhar’s Capital A/c 30,000

(Goodwill adjusted to capital account of gaining partner on change in profit sharing

ratio)

Solution:

Previous Sales = 20,00,000

Previous Profit = 4,00,000

Sales up to death = 8,00,000

Profit up to Death = (4,00,000* 8,00,000)/20,00,000
= 1,60,000

B’s share of profit up to death = 1,60,000*3/10
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Profit and Loss Suspense A/c Dr

= 48,000

To B’s Capital A/c

( Being P&L Suspense amount credited to B’s Capital A/c)

48,000

48,000

Solution:

Dr. Paras’s Capital A/c Cr.
Particulars Amount Particulars Amount
To Paras’s Executor’s By Balance b/d 2 70,000
Alc 1,55,000 By General Reserve

Alc 1 20,000

By Manu’s Capital

Alc (goodwill) ¥2 5,000

By Naresh’s Capital

Alc (goodwill) ¥2 5,000

By Profit & Loss

Suspense A/c 1 48,000

By Interest on

Capital Alc 2 7,000
1,55,000 1,55,000

Dr. Paras’s Executor’s A/c Cr.
Particulars Amount Particulars Amount
ToBank Alc 77,500 By Paras ’s Capital
To Paras’s Executor’s Alc 1,55,000
Loan Alc 77,500

1,55,000 1,55,000

Solution:
Books of Trisha, Urvi and Varsha
Date | Particulars L | Amount Amount
F
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2023 | Genera Reserve AlcDr. To 1,50,000
April | Trisha’s Capital A/c To Urvi’s

1 Capital A/c To Varsha ’s Capital
A/c (General Reserve
transferred to partners’ capital
accountsin old ratio)

“ Revaluation A/c Dr. 1,00,000
To Fixed Assets A/c
To Stock A/c
(Fixed Assets and Stock
revalued)
50,000
40,000

Trisha’s Capital A/c Dr.

Urvi’s Capital A/c Dr.

Varsha’s Capital A/c Dr.

To Revauation A/c

(Loss on revaluation transferred
to partners’ capital accounts in
old ratio)

10,000

80,000

Trisha’s Capital A/c Dr.
To Stock Alc

(Stock taken over by Trisha) 50,000

« Varsha’s Capital A/c Dr.
To Trisha’s Capital A/c
(Trisha’s share of goodwill 1,95,000
adjusted to capital account of the
gaining partner)

Trisha’s Capital A/c Dr.

To Cash Alc

To Trisha’s Loan A/c

(Part payment made to Trisha
and the balance transferred to
her loan account)

75,000
60,000
15,000

80,000
20,000

1,00,000

80,000

50,000

50,000
1,45,000

WORKSHEET 2
RETIREMENT AND DEATH
TIME: 40 MINS

MM:20

|S | QUESTIONS

MARKS
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No.

Vimal, Bose and Ghosh were partners in afirm sharing profits and losses equally. On
1stApril, 2024, Bose retired from the firm and the new profit SHARING RATIO
BETWEEN Vimal And Ghosh decided at 4:3. On Bose’s retirement, the goodwill of
the firm was valued at 2,10,000. It was decided to treat goodwill without opening
goodwill account. By what amount will the partners’ Capital accounts be debited or
credited for the treatment of Goodwill on Bose’s Retirement?

(A) 70,000, Credit Vimal and Ghosh by 50,000 and 20,000, respectively.

(B) Debit Vimal by 50,000, Debit Ghosh by 20,000 and Credit Bose by 70,000.

(C) Credit Vimal, Bose and Ghosh by 70,000 each and Debit Goodwill A/c by
2,10,000.

(D) Debit Vimal by 1,20,000, Debit Ghosh by 90,000 and Credit Bose by 2,10,000
(CBSE2025)

Hari, Chander, Prakash and Govind were partnersin afirm sharing profits and losses in
theratioof 5: 3: 1: 1. On 1stApril, 2024, Hari retired and his share was acquired
equally by Chander, Prakash and Govind. The new profit sharing ratio of Chander,
Prakash and Govind will be:

(A)7:4:4 (B)15:8:7 (C)1:1:1 (D)16:7:7 (CBSE2025)

Which of the following will not result in compulsory dissolution of a partnership firm ?
(A) When all partners or al but one partner become insolvent.

(B) When the business of the firm becomesillegal.

(C) When some event has taken place which makesit unlawful for the partnersto carry
on the business of the firm in partnership.

(D) When apartner dies.  (CBSE2025)

Diksha, Krish and Rajan were partnersin afirm sharing profits and losses in the ratio
of 3:2: 1. On1st April, 2024, Rajan decided to retire from the firm. On that day, the
balancein his capital account after making the necessary adjustments on account of
reserves, revaluation of assets and reassessment of liabilities was 1,80,000. Diksha and
Krish agreed to pay him 2,20,000 in full settlement of his claim. (CBSE2025)

Hans, Sohan and Kishore were partnersin afirm sharing profits and losses in the ratio
of 3:2: 1. Thefirm closesits books on 31st March every year. On 1st August, 2024,
Kishore died. The partnership deed provided that on the death of a partner, his
executors will be entitled for : (i) Balance in his capital account less drawings. (ii)
Interest on capital @ 12% p.a. (iii) His share of goodwill. (iv) His sharein the profits
of the firm till the date of his death calculated on the basis of average profit of the
previous four years. The following information was obtained from the books of the
firm on the date of Kishore’s death:

(a) Balance in his capital account on 1st April, 2024 was 4,00,000 and he had
withdrawn 90,000 till that date for his treatment.

(b) Goodwill of the firm is valued at 60,000.

(c) Profits of the firm for the last four completed years were : 2,00,000, 2,20,000,
1,20,000 and 1,80,000.

Prepare Kishore’s Capital Account to be rendered to his Executors’. (CBSE2025)

Rohit, Mohit and Sandeep were partnersin afirm sharing profits and losses in the ratio
of 5:3:2.On 1st April, 2020, Rohit retired. On the date of retirement 6,00,000 were
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due to him. Mohit and Sandeep agreed to pay Rohit in four equal yearly instalments
plusinterest @ 9% p.a. on the unpaid balance starting from 31st March, 2021. The firm
closes its books on 31st March every year.

Prepare Rohit’s Loan A/c till it is fully paid.

Arti, Bharti and Gayatri were partnersin afirm sharing profits and lossesin ratio of 5 :
3: 2. Their Balance Sheet as at 31st March, 2024 was afollows:
Balance Sheet of Arti, Bharti and Gayatri asat 31st March, 2024

Liabilities Amount Liabilities Amount
Creditors 1,50,000 Cash at Bank 1,30,000
General reserves 1,30,000 Debtors 70,000
Employees Provident Stock 1,05,000
Fund 25,000 Machinery 1,40,000
Workmen Compensation Building 2,00,000
Fund 75,000 Patent 5,000
Capitals: Profit and Loss A/c 80,000
Arti  2,00,000
Bharti  1,00,000
Gayatri 50,000 3,50,000

7,30,000 7,30,000

On the above date, Arti retired from the firm on the following terms :
(1) Goodwill of the firm was valued at 3,00,000.
(i) A provision of 5% for doubtful debts was to be created on debtors.
(ilf)  Machinery was to be depreciated by 10% and building was to be

appreciated by 22,500.
(iv) Patents were considered as valueless and hence had to be written off.
(v) A claim of 15,000 was admitted for workmen compensation.

Prepare Revaluation A/c and Partners’ capital A/c on Arti’s retirement.

Marking Scheme

(B) Debit Vimal by 350,000, Debit Ghosh by 320,000 and Credit Bose by X70,000.

(A) 7:4:4

(D) When a partner dies.

AW N

Solution:
Calculation of Rajan’s share of Goodwill:-
(3) Amount agreed to be paid in full settlement = 2,20,000

Less: Rajan’s share (after all adjustments) =(1,80,000)
40,000

In the books of Diksha, Krish and Rajan Journal

Date | Particulars L | Amount | Amount
F

2024 | Diksha’s Capital A/c Dr. 24,000
April | Krish’s Capital A/c Dr. 16,000
01 To Rajan’s Capital A/c 40,000

(Rajan’s share of goodwill
adjusted in continuing partners’
capital account in their gaining
ratio)

Solution:
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Dr. Kishore’s Capital A/c Cr.
Particulars Amount | Particulars Amount
To Drawings A/c 90,000 By Balance b/d 4,00,000
To Kishore’s By Interest on
Executor’s A/c 3,46,000 | Capital A/c...... 1 16,000

By Hans’s Capital 6,000
Alc........ Ya
By Sohan’s Capital | 4,000
Alc...... )
By Profit & Loss 10,000
Suspense A/c 1

4,36,000 4,36,000

Solution:

Dr. Rohit’s Loan A/c Cr.
Date | Particulars Amt. Date | Particulars Amt.
2021 2020
March | To Bank A/c 2,04,000 | Aprill | By Rohit’s 6,00,000
31 2021 | Capital Alc
March March
31 ToBaancec/d | 450,000 |31 By Interest

Alc 54,000
6,54,000 6,54,000
2021
2022 Aprill | By Balance
March 1,90,500 | 2022 | b/d 4,50,000
31 ToBank A/c 3,00,000 | March | By Interest
March 31 Alc 40,500
31 To Baancec/d
4,90,500 4,90,500
2022
2023 Aprill | By Baance
March | ToBank Alc 1.77.000 2023 | b/d 3,00,000
31 1,50,000 March | By Interest
March | To Balance c¢/d 31 Alc 27,000
31
3,27,000 3,27,000
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2023
ToBank Alc Aprill | By Baance
2024 2024 | b/d 1,50,000
March 1,63,500 | March | By Interest
31 31 Alc 13,500
1,63,500 1,63,500
Solution:
Dr. Revaluation A/c Cr.
Particulars Amount Particulars Amount
To Provision for By Building A/c (¥2) | 22,500
doubtful debts A/c
(*2) 3,500
To Machinery Alc
(*2) 14,000
To Patents A/c (%2) 5,000
22,500 22,500
Dr. Partners’ Capital A/c Cr.
Part. Arti Bharti | Gayatri | Part. Arti Bharti | Gayatri
To By Baance
Profit b/d (%) 2,00,000 | 1,00,000 | 50,000
& Loss | 40,000 |24,000 | 16,000 | By Bharati’s | 90,000 |- -
Alc (Y2) Capital Alc
To By Gayatri’s | 60,000 |- -
Aarti’s | - 90,000 | 60,000 | Capital Alc
Capital (*2)
Alc (Y2) By Generd 65,000 | 39,000 | 26,000
To Reserve (¥2)
Aarti’s | 4,05,000 | - - By Workmen 12,000
Loan Compensation | 30,000 | 18,000
Alc (Y2) Fund (Y2)
To
Baanc | - 43,000 | 12,000
ec/d
(*2)
4,45,000 | 1,57,000 | 88,000 4,45,000 | 1,57,000 | 88,000
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CHAPTER -6
DISSOLUTION OF A PARTNERSHIP FIRM

MEANING- Dissolution of firm means business of the firm is closed and the firm is wound up.
It differs from dissolution of Partnership which means reconstitution of partnership but the firm Continues.
M odes of Dissolution of a firm-
1. By mutual agreement
2. Compulsory Dissolution
3. By Notice
4. Dissolution by court
5. On happening of an event
Settlement of accounts (section 48)
Treatment of L osses: Loss, including deficiencies of capital, is paid first out of profit, then out of capital
and lastly, if necessary, by the partnersindividually in the ratio in which they share profits.
Application of Assets: Assets of the firm, including amount contributed by the partners to make up
deficiencies of capital, are applied in the following order:
(a)In paying firm's debts to the third parties, i.e., outside parties;
(b) In paying to each partner ratably what is due to him on account of loans or advances,
(c) In paying to each partner ratably what is due to him on account of capital; and
(d) Theresidue, if any, is distributed among the partnersin their profit-sharing ratio.
Accounting on dissolution of partnership firm-
1. Readlization account
2. Partner’s capital account
3. Bank/ cash account
4. Loan account- 1. loan given by partner to firm (liabilities side)
2. loan given by firm to partner (assets side)

Format of realization account (nature nominal account)

Particulars Amount | Particulars Amount

Step 1 Step 2
To all assets (from balance sheet) By provision for d. debt
except these 8 items- cash, bank, By investment fluctuation reserve
capital account, current account, By depreciation fund
drawings of partners acc, loan to Step 3
partner, P&L(dr.), fictitious assets By all liabilities (from balance sheet)
(deferred revenue expenditure) Except these items- capital account,

Step 4 current account, P&L (cr.), reserves,
From additional information loan from partners
To Bank/ Cash a/c (amount paid to Step 5
liabilities) From additional information
To Bank/Cash a/c (unrecorded By Bank/Cash a/c (assets sold, amount
liabilities paid) received from recorded/ unrecorded
To Bank/Cash a/c (expenses on assets)
realization) By partner’s capital a/c (assets taken
To Partner’s capital a/c (any liability by partner)
paid by partner or expenses on By partner’s capital a/c (loss
realization) transferred) (bal. fig.)
To Partner’s capital a/c (profit
transferred) (bal. fig.)
XXXX XXXX
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An illustration for the placement of Balance Sheet items into its respective ledgers to close the books of
accounts on dissolution of a partnership firm.
Balance Sheet (Ason March 31% 2016) 5:3:2

Liabilities (¥ Assets (¥
~T Creditors 30,000 | Buildings 1,40,000 | ™\
Bills Payable 30,000 | Machinery 40,000
Bank Loan 1,20,000 | Stock 1,60,000
Sonia’s Husband’s Loan 1,30,000 | Bills Receivable 1,20,000 | 1
Investment Fluctuation Fund 2,000 | Furniture /3890@’ >
Work Compensation Fund 15,000 | Debtors ,000
Bank Overdraft 5,000 | Goodwill 15,000
\ Provision for btful debts 4,000 | Investments 20,000
Rphit’s Loan 20,001 Udit’s Cytrent A/c 10,000 | >
' 80,000 | Cash # Bal 60,000 |-/
5,000
Sonia’s Current A/c 10,000
Capitals: 2,34,000
Sonia 60,0
Rohit
it 94,00 S
661,000 | \_ 6,81,000
"\ Reélization Account.
- Partilars (H) Particulars. (%)
Buildings 1,40/000 30,0007
Machinery 0,000 30,000
Stock ,60,000 ,20,000
—~ Bills Receivablg’| 1,20,000 sband’s Loan 1,334,000
Furniture 80,000 uctuation Fund 2,000 |
Debtors 40,000 | Workmen Compensation Fund | 15,000
Goodwil 15,000 | Bank Overdraft 5,000
= Investpents 20,000 | Provision for doubtitd debts 4,000
/ Capital Account
Particuldrs | Sonia | Rohit | Udit Particulars Sonia | Rohit | Udit
Current A/c ---- | 10,000 | Balance b/d 60,000 | 80,000 | 94,000
General Reserve | 40,000 | 24,000 | 16,000
Profit & LossA/c | 2,500 | 1,500 | 1,000
Current Alc 10,000 | -----|  -----

Once, the above transfer entries are completed then therewill be four maximum account existed:
(1) Realization Account
(4) Partner’s Loan Account (if any)
Pointsto remember-
If the realized value of tangible assetsis not given it should be considered as realized at book value

1.

2.

itself.

(2) Capital Account of partners

(3) Bank Account

If the realized value of intangible assetsis not given it should be considered as nil (zero vaue).

Journal Entries

Journal entries

Journal entries

when assets released

Bank

Casel: Realized by firm Realized
from sundry assets X 2,10,000.

Dr.

Assetstaken by a partner

Casel: Partner X took over an asset
(book value ¥ 9,000) at 80%.
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2,10,000
Alc

To Redlization
2,10,000

Case |l Realized through broker
Realized through broker 2,40,000
and he charged commission @ 2%.
Bank A/c Dr. 2,35,200
To Redlization Alc

2,35,200

X’s Capital A/c
7,200

To redlisation alc
7200

Dr.

Casell: Took over for cash. Partner Z
took over an unrecorded asset (estimated
value ¥ 6,000) at ¥ 4,500 for cash.
Bank A/c

4,500 To Redlization A/c

4,500

Dr.

Assetstaken by a creditor

Casel: Taken for full settlement A
creditor of X 15,000 (out of X 75,000)
took over furniture (book value X
20,000) in full settlement of his
account. Sol.:
Redlization A/c Dr. 60,000
ToBank A/c 60,000

(Being balance of creditors paid)
Casell: Taken at lessthan the claim
A creditor of * 20,000 (out of X
80,000) took over an unrecorded asset
(estimated value X Zero) at X 5,000.
Sal.:
Redlization A/c Dr. 75,000

To bank account
75,000
(Being balance of creditors paid)

Caselll: Taken at more than theclam A
creditor of X 25,000 (out of ¥ 1,00,000)
took over half of stock (book value 3
30,000) at 10% less.

Sol.:
Bank A/c Dr. 2,000
To Redlization Alc
2,000
(Being excess value of taken asset
received)
RedizationAlc Dr. 75,000
ToBank Alc 75,000

(Being balance of creditors paid)

When asset isgiven to pay liability
No Entry

When liability is paid

When a partner isagreed to pay liability

Realization account Dr

To bank account

Realization alc Dr.
To partner’s capital a/c

When partner’s loan is paid off

When lessamount is paid to partner in
full settlement of loan

Loan by partner’s a/c Dr.

To Bank alc

Loan by partner alc Dr
To bank alc

Toredization alc

When profit on realization is
transferred to partner’s capital a/c

When loss on realization isdistributed

Redlization alc Dr. Partner’s capital a/c Dr.
To partner’s capital a/c Realization account

When firm decide to pay

remuneration to partner

Realization alc Dr.

To partner’s capital a/c
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Treatment of debtors, provision for d. debt and bad debt

Balance Sheet
As at.....
Liabilities Amount Assets Amount
Debtors 60,000
Less: provision 2,000 58,000
Additional info. Case |. debtors realized full
Case |l. Debtorsredized at 80%
Case I1l. Bad debts amounted rs 8,000
Case IV: Silent about realize from debtors
Realization account
Particulars Amount Particulars Amount
To Debtors 60,000 By provision for d. debt 2,000
Case | By bank/ cash (debtors) 60,000
Case Il By Bank/ cash(debtors) 48,000
Case |11 By Bank/ cash(debtors) 52,000
Case IV By Bank/Cash (only tangible*) 60,000

TREATMENT OF REALISATION EXPENSES

CASE |

CASE I

Expenses borne/ met by thefirm

If question issilent who isgoing to
bornethe expenses. It will be borne

by thefirm

Or

Expenses borne/ met by partner (Ram)

Or

Expenses paid by firm on behalf of partner

Expenses paid by | Expensespaid by | Expenses paid by Expenses | Expenses paid by

firm
Redisation a/c
Dr.

To Bank alc

capital alc

ENTRY |alc

partner firm paid by | other partner
Redlisation a/c Dr | Partner’s capital a/c dr | partner | Ram’s capital a/c  Dr.
To partner’s To Bank alc NO To Mohan’s capital

PASS JOURNAL ENTRIES FOR FOLLOWING

1 Realisation expenses were Rs. 10,000 6 | Dissolution expenses Rs 8000. Out of the said
expenses rs 3000 were to be born by firm and
the balance by Ravi a partner. Rs 8000
are paid by firm
Realisation alc Dr. 10,000 Realisation a/c Dr 3,000
To Bank alc 10,000 To bank alc 3,000
Ravi alc Dr 5,000
To bank alc 5,000
2 Realisation expenses of Rs 5,000 were 7 | Manoj a partner to carry out dissolution of
paid by Taran, a partner the firm at an agreed
remuneration of Rs 10,000
Realisation a/c Dr 5,000 Realisation a/c Dr 10,000
To Taran’s capital a/c 5,000 To Manoj’s capital a/c 10,000
3 Realisation expenses of rs 5,000 were paid | 8 | Dev apartner is paid remuneration of Rs

by form on behalf of Madan a partner

15,000 for dissolution of firm. Realisation
expenses of rupees 8,000 paid by the firm
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Madan's capital &/c Dr. 5,000 Redlisationa/c Dr 15,000

To bank a/c 5,000 To Dev’s capital a/c 15,000

Redlisationa/c Dr 8,000
To bank alc 8,000

Pawan a partner was paid remuneration 9 | Redlisation expenses of Rs 5000 were to be
(including expenses) of Rs 20,000 to carry borne by Pavit a partner However it was paid
out dissolution of the firm. Actual by Hitesh another partner. It was to be
expenses were rs 10,000. Expenses recorded in the books
incurred were paid by Pawan
Realisation alc Dr. 20,000 Pavit’s capital a/lc Dr 5,000

To Pawan’s capital a/c 20,000 To Hitesh’s capital a/c 5,000
No entry for 10,000 (responsibility taken
by partner)
Realisation expenses of Rs 5000 wereto
be born and paid by Karan a partner
NO ENTRY

1 mark questions

White, Shaun and Todd were partnersin afirm sharing profits and losses equally. 1,00,000 to
the firm. The firm was dissolved. Shanu’s wife loan had been already transferred to Realisation
account. The account credited to discharged wife’s loan will be: (A) Shanu’s capital a/c (B)
Bank account (C) Realisation account (D) Shanu’s loan account

On dissolution of afirm, there was an unrecorded asset of 15,000 which was taken over by a
partner at 13,000. Partner's capital account will be debited by:
(A) %15,000 (B) 228,000 (C) 2,000 (D) 313,000

In the event of dissolution of a partnership firm, the order of payment of losses including
deficiencies of capital shall be:

(A) (i) First out of profits, (ii) Next by the partnersindividualy in their profit- sharing ratio,
(iii) Lastly, if necessary, out of capital of partners.

(B) (i) First out of capital of partners, (ii) Next out of profits, (iii) Lastly, if necessary, by the
partnersindividually in their profit- sharing ratio.

(C) (i) First by the partnersindividualy in their profit -sharing ratio, (ii) Next out of profits,
(iii) Lastly, if necessary, out of capital of partners.

(D) (i) First out of profits, (ii) Next out of capital of partners, (iii) Lastly, if necessary, by the
partnersindividually in their profit- sharing ratio

A, B, and C are partners sharing profitsin the ratio 5:3:2. On dissolution, the total realization
loss is 20,000. How much will C bear?
A) %5,000 B) 34,000 C) 22,000 D) 26,000

Aavya, Mitansh and Praveen were partnersin afirm. On 31st March, 2023, the firm was
dissolved. Creditors took over furniture of book value of 350,000 at 45,000 in part settlement
of their amount of X 60,000. The balance amount was paid to them through cheque. The
amount paid through cheque will be :

(A) T 10,000 (C) 245,000 (B) 50,000 (D) 315,000

On dissolution, furniture with a book value of ¥10,000 was taken over by partner C at 312,000.
What is the effect on Realization Account?

A) Credit Realization with 310,000 B) Credit Realization with 12,000

C) Debit Realization with 212,000 D) No entry

On dissolution, an unrecorded liability of 4,000 is discovered and paid. What is the
accounting treatment?

A) Debit Realization A/c 34,000 B) Credit Realization A/c 34,000

C) Debit Capital A/c 34,000 D) No entry

On dissolution of a firm, there was an unrecorded asset of X 15,000 which was taken over by a
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partner at 13,000. Partner's capital account will be debited by:
(A)X 15.000 (B)Z2,000 (C) % 28,000 (D) *13,000

Assertion (A): Loan from a partner is not transferred to Realization Account.

Reason (R): Loan from a partner is not an outside liability but is paid before repayment of
capital. In the context of above two statements, which of the following is correct?

Assertion (A)

(A) Assertion (A) and Reason (R) are correct but the Reason (R) is not the correct explanation
of

(B) Both, Assertion (A) and Reason (R) are correct and Reason (R) is the correct explanation
of Assertion (A).

(C) Only Assertion (A) is correct.

(D) Both Assertion (A) and Reason (R) are not correct.

10

Which of the following will not result in compulsory dissolution of a partnership firm?
(A)When all partners or al but one partner become insolvent.
(B) When the business of the firm becomesillegal.
(C) When some event has taken place which makes it unlawful for the partnersto carry on
the business of the firm in partnership.

(D) When a partner dies.

2 3 4

10

S 6 7 8 9
D D B D B A D B

3& 6 marks questions

Pass necessary Journal entries in the following cases:
(A) Creditors of 85,000 accepted 40,000 as cash and Investment of 43,000, in full settlement of
their claim.
(B) Creditors were X 16,000. They accepted Machinery valued at 18,000 in settlement of their
claim.
(C) Creditors were 90,000. They accepted Building valued at 1,20,000 and paid cash
to the firm%30,000
Solution:
(a) Redlizationalc  dr. 40,000
To bank alc 40,000

(b) no entry
(c) Bank alc dr 30,000

Toredizationa/c 30,000

Pass Journal entriesin the following cases?
(a) Expenses of realization 600 to be borne by the firm and are paid by Mohan, a partner.
(b) Mohan, one of the partners of the firm, was asked to carry out dissolution of the firm for
which he was alowed asaary of Rs 2000
© motor car of book value Rs 50000 taken by a creditor of the book value of Rs
40,000 in settlement
Solution: (a) realization account  dr 600
To Mohan’s capital account 600
(b) Realization account  dr2,000
To bank account 2000
(c) no entry will be passed
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Lata and Dheerg) were partnersin afirm sharing profits and lossesin the ratio of 7 3. On 31st
March, 2024, the firm was dissolved. After transferring various assets (other than cash) and
third-party liabilities to Realization Account, the following transactions took place:
(&) A debtor whose debt of X 40,000 had been written off as bad, paid 37,000 in full
settlement.
(b) Land and building were sold for ¥9,00,000 through a broker who charged 350,000 as
commission.
(c) Creditors amounting to 36,000 were paid 33,000 in full settlement.
Pass necessary journal entries for the above transactions in the books of Lata and Dheerg.

1. Solution: a Bank alc dr 37000
Toredization 37000

b Bank dr 850000
Toreaization 850000

¢ Redization dr 33000
To bank 33000

Archana, Vandana and Arti were partnersin afirm sharing profits and lossesin theratio of 5: 3:
2. Their Balance Sheet on 31st March, 2023 was as follows:

Balance Sheet of Archana, Vandana and Arti as at
31st March, 2023

Liabilities Amount Assets Amount
Capitals: Investment 80,000
Archana 80,0000 Plant 1,00,000
Vandana 70,000 Stock 40,000
Arti 60,000 2,10,000 Debtors 50,000
Generd reserve 30,000 Cash at bank 30,000
Creditors 60,000
3,00,000 3,00,000

The firm was dissolved on the above date.
(@) Assetswere redlized asfollows:

Debtors 40,000
Stock 50,000
Plant 60,000

(b) Expenses of realization 20,000 were paid by Arti.
(c) 25% of the Investments were taken over by Vandana at X 18,000. Remaining
Investments were taken over by Archana at 10% less than its book value.

Prepare Realization Account.
1. Solution:

REALIZATION ACCOUNT

Particulars Amount Particulars Amount
To investment 80,000 By creditors 60,000
To plant 1,00,000 By bank
To stock 40,000 Debtors 40,000
To debtors 50,000 Stock 50,000
To bank (creditors) 60,000 Plant 60,000
To Arti’s capital a/c(exp) 20,000 Investment (remaininginv) | 54,000
By Vandana’s capital a/c(25% inv) | 18,000
By loss transferred to
Archana 34000
Bandna 20400
Aarti 13600 68,000
3,50,000 3,50,000
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Pass the necessary journal entries for the following transactions on dissolution of the firm of
Avyan and Shruti after various assets (other than cash) and third party liabilities have been
transferred to Realization Account:
(8 Sundry creditors amounting to X 40,000 were settled at a discount of 10%.
(b) An unrecorded computer of 50,000 was taken over by Shruti.
(¢) Creditors of 5,000 agreed to take over debtors of 8,000 in full settlement of their claim.
(d) Thefirm had a debit balance of 42,000 in the Profit and Loss Account on the date of
dissolution.
(e) Therewas an old furniture with the firm which had been written off completely from the
books. Thiswas sold for 9,000.
(f) Realization expenses amounting to X 11,000 were paid by Shruti.

Solution:
a Redlization account dr 36000 d Avyan’s capita Dr 21000
To bank 36000 Shruti's capital a’c~ Dr 21000
b Shruti's capital account dr 50000 To profit and loss account 42000
To realization 50000 e bank account dr 9000
C noentry To realization account 9000
f realization account dr 11000
To Shruti's capital account 11000

Pass necessary journal entries for the following transactions on dissolution of the firm of
Rajesh, Somesh and Yogesh after various assets (other than cash) and third party liabilities have
been transferred to Realization Account:

(i) Rajesh took over stock of 4,00,000 at a discount of 20%.

(i1) Somesh agreed to take over the firm's furniture, not recorded in the books of the firm at
80,000.

(iif) Land and Building of the book value of 60,00,000 was sold for 90,00,000 through a broker
who charged 10% commission.

(iv) Ashish, an old customer, whose account forX70,000 was written off as bad in the previous
year, paid 60% of the amount.

(v) Sundry Creditors of 3,00,000 were settled at a discount of 10%.

(vi) Realization expenses amounting to X 21.000 were paid by Yogesh.

Solution: (iv) Bank alc dr 42000
i Rajesh’'s Capital A/c Dr.3,20,000 To redlization 42000
To redlization alc 3,20,000 (v) RedlizationAlc dr 270000
(i)Somesh's Capital A/c  Dr 80000
To Realization Alc 80000 (vi) Realization A/c dr 21000
(iii)Bank A/c/Cash Alc dr 8100000 To Yogesh's Capital A/c 21000
To Redlization Alc 8100000
To Cash/Bank A/c 270000

OONONEFE ™N™NO®

Pass necessary journal entries for the following transactions on dissolution of the firm of
Sachin, Virat and Rohit after various assets (other than cash) and third party liabilities have
been transferred to Realization Account:

(i) Sachin took over stock of book value of 80,000 at a discount of 10%,
(i) Virat agreed to take over the firm's creditors of the book value of
70,000 at a valuation of 65,000,
(ii1) Rohit took over his wife's loan of X 3,00,000,
(iv) There was an old typewriter which had been written off completely from the books. It
realized 10,000.
(v) Land and Building of the book value 0% 50,00,000 was sold for X70,00,000 through a
broker who charged 5% commission on the deal.
(vi) Loss on realization 30,000 was to be distributed between Sachin, Virat and Rohit equally

OINODNN™TN-TNNO®
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Solution: (iv) Bank account dr 10000

(i) Sachin's capital account dr 72000 To redlization 10000
To realization account72000 (v) Bank account dr 6650000

(i) realization account dr 65000 To redlization account 6650000
To Virat’s capital account 65000 (V1) Sachin capital account dr 10000

(iii) realization account dr 300000 Virat’s capital account  dr10000
To Rohit capital account 300000 Rohit capital account dr10000

Torealization account 30000

Arnab, Ragini and Dhrupad are partners sharing profitsin theratio of 3:1: 1. Last year, conflicts
arose due to certain issues of disagreements and on 31st March, 2023, they decided to dissolve
the firm. On that date their Balance Sheet was as under:

BALANCE SHEET OF ARNAB, RAGINI AND DHRUPAD
as at 31st March, 2023

Liabilities Amount | Assets Amount
Creditors 60,000 Bank 50,000
Arnab’s brother’s loan 95,000 Debtors 1,70,000
Dhrupad’s loan 1,00,000 | Less: provision for doubtful debts
Investment fluctuation 50,000 20,000 1,50,00
reserve Stock 0
Capital alcs Investment 1,50,00
Arnav 2,75,000 Building 0
Ragini 2,00,000 Profit & loss 2,50,00
Dhrupad  1,70,000 | 6,45,000 0
3,00,00
0
50,000
9,50,000 9,00,00
0

The assets were realized and the liabilities were paid as under:

(A) Arnab agreed to pay his brother's loan.

(B) Investments realized 20% less.

(C) Creditors were paid at 10% less.

(D) Building was auctioned for %3,55,000. Commission on auction was < 5,000.

(E) 50% of the stock was taken over by Ragini at market price which was 20% |ess than the
book value and the remaining was sold at market price.

(F) Dissolution expenses were 8,000.33,000 were to be borne by the firm and the balance by
Dhrupad. The expenses were paid by him.

Prepare Realization Account and Partners' Capital Accounts

Sol
REALISATION ACCOUNT

Particulars Amount Particulars Amount
To debtors 1,70,000 By provision for doubtful 20,000
To stock 1,50,000 debt
To investment 2,50,000 By investment fluctuation 50,000
To building 3,00,000 reserve
To Arnav’s capital a/c 95,000 By creditors 60,000
(brother’s loan) By Arnav’s brother’s loan 95,000
To bank (creditors) 54,000 By bank
To Drupad’s capital a/c 3,000 Investment 2,00,000
(realization exp) Building 3,50,000
To profit transferred to Stock 60,000
Arnav’s capital a/c 25,800 Debtors 1,70,000
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Ragini’s capital a/c 8,600 By Ragini’s capital a/c 60,000
Drupad’s capital a/c 8,600 | 43,000
10,65,000 10,65,000
PARTNER’S CAPITALACCOUNT
Particulars Arnav Ragini Dhrupad | Particula | Arnav Ragini Dhrupad
rs
ToP&L ac | 30,000 10,000 10,000 By 2,75,000 | 2,00,000 | 1,70,000
Toredization | - 60,000 - balance
alc b/d
To bank 3,65,800 |1,38,600 | 1,71,600 | By 95,000 - -
(final realizatio
payment) nalc
By - - 3,000
realizatio
n
alc(exp)
By 25,800 8,600 8,600
realizatio
nalc
(profit)
3,95,800 | 2,08,600 | 1,81,600 3,95,800 | 2,08,600 | 1,81,600

Pass the necessary journal entries for the following transactions on the dissolution of the firm of
Radha and Sudha after various assets (other than cash) and third- party liabilities have been

transferred to Redlization Account:

(&) Nitish, an old customer, whose account for X 11,000 was written off as bad debt in the
previous year, paid 70% of the amount.

(b) Sundry creditors amounting to X 40,000 were settled at a discount of 20%.

(c) Radha took over investment worthZ23,000 at 20,000.

(d) Profit and Loss Account showed a debit balance of X 18,000.

(e) Sudhasloan amounting to 15,000 was paid.

(f) Machinery of the book value ofR 1,00,000 was given to a creditor of 85,000 in

full settlement.

Sol a Bank account dr 7700

To realization 7700
b redization account dr 32000
To bank account 32000

¢ Radha's capital account dr 20000
To redization 20000

d Radha’s capital account  dr 9000
Sudha’s capital account dr 9000
To profit and loss account 18000
E loan to Sudha account debit 15000
To bank account 15000

f noentry
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WORKSHEET |

Sr | Questions Marks
no
Realisation expenses of 34,000 are to be borne by partner A, but paid by the firm. What | 1
isthejournal entry?
A. Realisation A/c Dr. 34,000
To Cash A/c 34,000
B. A’s Capital A/c Dr. 34,000
To Cash A/c 34,000
C. Realisation A/c Dr. 34,000
To A’s Capital A/c 34,000
D. No entry
2 | Profit on realisation is 36,000 and shared equally between A and B. How much is 1
credited to each partner?
A. 33,000 B. 26,000 C. 34,000 D. 32,000
3 Pass necessary Journal entries in the following cases: 3
(A) Creditors of 85,000 accepted 40,000 as cash and Investment of 43,000, in full
settlement of their claim.
(B) Creditors were X 16,000. They accepted Machinery valued at 18,000 in settlement of
their claim.
(C) Creditors were 90,000. They accepted Building valued at 1,20,000 and paid cash
to the firm%30,000
4 Pass the necessary journal entries for the following transactions on dissolution of the 3
firm
(I)An unrecorded asset of 18,000 was taken over by Tina at 16,000.
(i1) Rinaagreed to pay her brother's loan of 23,000.
(iii) Stock of 30,000 was taken over by a creditor of % 40,000 in full settlement.
5 | Aadish and Shreyansh were partnersin afirm sharing profitsand lossesin theratioof 3 | 6
2. On 31st March, 2022 their Balance Sheet was as follows:
Balance Sheet of Aadish and Shreyansh
as at 31st March, 2022
Liabilities Amount Assets Amount
Creditors 90,000 Cash at bank 20,000
Mrs Aadish’s loan 30,000 Stock 24,000
Shreyansh’s loan 30,000 Investment 30,000
General reserve 45,000 Debtors
Capitals: 20,000
Aadish  1,00,000 Less: provision for doubtful
Shreyansh 97,000 1,97,000 debt 2,000 | 18,000
Plant 1,00,000
Advertisement suspense 2,00,000
account
3,92,000 3,92,000
The firm was dissolved on 31st March, 2022 on the following terms:
(i) Debtors realised book value. 17,000 and plant realised 10% more than the
(i) Aadish promised to pay Mrs. Aadish's loan and took away stock at ¥20,000.
(iii)Shreyansh took away half of the investments at a discount of 10%. Remaining
investments realised < 4,500.
(iv) Creditors were paid off at a discount of 10%.
(V)Expenses of realisation amounted to X 7,000.
Prepare Realisation Account
6 Ramesh and Umesh were partners in afirm sharing profitsin the ratio of their capitals. 6

On 31st March, 2023,
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their Balance Sheet was as follows:

Liabilities Amount Assets Amount
Creditors 1,70,000 Bank 1,10,000
Workman compensation 2,10,000 Debtors 2,40,000
reserve Stock 1,30,000
Genera reserve 2,00,00 Furniture 2,00,000
Ramesh’s current a/c 80,000 Machinery 9,30,000
Capital a/cs Umesh’s current account 50,000
Ramesh 7,00,000
Umesh 3,00,000 10,00,000

16,60,000 16,60,000

On the above date the firm was dissolved.

(c) Creditors were paid in full.

paid at 2 1,40,000.

(a) Ramesh took 50% of stock at 10,000 less than book value.
(b) Furniture was taken by Umesh for 50,000 and machinery was sold for 4,50,000.

(d) There was an unrecorded bill for repairs for 1,60,000 which was settled and

Ans

B

A

WIN|F-

(a) Realization a/c
To bank alc
(b) no entry
(c) Bank alc dr 30,000
Toredizationa/c 30,000

dr. 40,000
40,000

4 | 1Tina’s capital a/c dr 16,000
Toredlization a/lc 16,000
ii realization a/c dr 23,000
To Rina’s capital a/c 23,000

iii no entry

(631

loss on realization 5,000

6 | Losson redlization 7,80,000
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WORKSHEET I

Sr | Questions Marks
no
If an unrecorded asset is taken over by partner C for X10,000, what is the correct entry? 1
(A). Cash A/c Dr.%10,000
To Realisation A/c 310,000
(B). Realisation A/c Dr. 310,000
To C’s Capital A/c ¥10,000
(C). C’s Capital A/c Dr. 210,000
To Realisation A/c 310,000
(D). No entry
2 Realisation loss of 39,000 is shared by A, B, C in 2:2:1. What is B’s share? 1
A. 32,000 B. 23,000 C. 23,600 D. 32,500
3 Lata and Dheerg) were partnersin afirm sharing profits and lossesin theratioof 73. On | 3
31st March, 2024, the firm was dissolved. After transferring various assets (other than
cash) and third-party liabilities to Realization Account, the following transactions took
place:
(d) A debtor whose debt of X 40,000 had been written off as bad, paid 37,000 in full
Settlement.
(e) Land and building were sold for 29,00,000 through a broker who charged
¥50,000 as commission.
(f) Creditors amounting to 36,000 were paid 33,000 in full settlement.
Pass necessary journal entries for the above transactions in the books of
Lata and Dheergj.
4 Pass the necessary journal entries for the following transactions on dissolution of the 3
firm
(DExpenses of dissolution X 40,000 were paid by Rina.
(i) Creditors were paid 18,800 in full settlement of their account of 20,000.
(i) Tina's loan of 15,000 was paid through a cheque.
5 M. Sand R were partnersin afirm sharing profits and losses in the ratio of 2:1:2. On 6
31.03.2022, their Balance Sheet was as follows:
Balance Sheet of M, Sand R as at 31st March, 2022
Liabilities Amount Assets Amount
Creditors 80,000 Fixed assets 1,20,000
Capitals: Stock 70,000
M 60,000 Debtors 20,000
S 50,000 Bank 60,000
R 30,000 1,40,000
Profit & loss account 50,000
2,70,000 2,70,000
On the above date the firm was dissolved. Fixed assets realised 1,20,000 and stock
realised 10,000. Debtors were realised at their book value and liabilities were paid in
full.
Prepare Realisation Account and Partners Capital Accounts.
6 Pass the necessary journal entries for the following transactions on dissolution of the 6

firm of Varun and Vivek after various assets (other than cash) and outside liabilities
were transferred to Realisation Account:
(i) Varun paid creditors Rs18,500 in full settlement of their claim of Rs 20,000.
(i1) Vivek agreed to pay his wife's loan of 70,000.
(iii) The firm had unrecorded investments of % 2,00,000, which were sold at a loss of

20%.

(iv) The firm had stock of X 1,00,000. Varun took over the stock at a discount of 10%.
(v) Reema, a debtor whose account for X 2,000 was written off as a bad debt in the
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previous year, paid 70% of the amount.
(vi) Expenses of realisation 4,900 were paid by partner, Vivek.

Ans
1 C
2 B
3 a Bankalc dr 37000
Toredization 37000
b Bank A/C dr 850000
Toreaization 850000
c Redization dr 33000
To bank 33000
4 i realization a/c dr 40,000 111 Tina’s loan a/c dr 15,000
To Rina’s capital a/c 40,000 To bank a/c 15,000
ii realization a/c dr 18,000
Tobank a/lc 18,000
5 loss on realization 60,000
M,S,R will receive 56,000,48,000,26,000 respectively
6 I realization a/c dr 18,500 iv Varun’s capital a/c dr 90,000
To Varun’s capital a/c 18,500 To realization a/c 90,000
ii realization a/c dr 70,000 v bank a/lcdr 1,400
To Vivek’s capital a/c To realization 1,400
iii bank &c dr 1,60,000 vi realization a/c dr 4,900
To realization a/c 160,000 To Vivek’s capital a/c 4,900
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CHAPTER-/
ACCOUNTING FOR SHARE CAPITAL

Meaning and definition of company
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 I11 of the Companies Act, 2013 classified Share Capital as:
l. Authorized Share Capital isthe maximum amount of share capital which a company is authorised
to issue by its Memorandum of Association
I. I ssued share capital isthat part of the authorised capital which is actually issued to the public for
subscription
1. Subscribed share capital isapart of issued share capital that is subscribed. Subscribed share
capital is shown as
a Subscribed and fully paid — up
b. Subscribed but not fully paid — up
V. Called—up capital isthat part of the subscribed capital which has been called up on the shares, i.e.,
what the company has asked the shareholders to pay.
V. Paid—up capital isthat portion of the called-up capital which has been actually received from the
shareholders. Paid up capital isequal to the called-up capital minus call in arrears
VI. Reserve capital isaportion of its uncalled capital to be called only in the event of winding up of
the company. It is available only for the creditors on winding up of the company.

TYPES OF SHARES
A. PREFERENCE SHARES - These are the shares that carry preferential right as to dividend at fixed
rate and preferential right as to repayment of capital on winding up of Company.

B. EQUITY SHARES - These shares are the shares that are not preference shares. These shares do not
enjoy any preferential right in the payment of dividend or repayment of capital.

PRIVATE PLACEMENT OF SHARES- It refersto 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 isthe plan for granting options to subscribe shares
by employees and employee directors. A company may issue stock (shares) options fulfilling the following
conditions:

(a) These shares are of the same class of shares already issued;

(b) It isauthorized by a special resolution passed by the company;
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(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

|SSUE OF SHARES
Shares can beissued
(i) for cash and (ii) for consideration other than cash.
Further, the shares can beissued (i) a par, or (i) at premium

SECURITIES PREMIUM RESERVE - It can be utilized for the purpose prescribed in section 52(2) of the
Companies Act, 2013, which are:

() 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,

(iv) in buying-back its own shares.

(v) Issuing fully paid bonus shares;

CALL - It isademand by acompany from the holders of partly paid shares to pay a further instalment
towards full nominal value.
CALLSIN-ARREARS-It isthe amount not yet received by the company against the call or calls demanded.
Callsin advance is shown as a deduction from Called-up- capital in the Notes to Accounts to Share Capital
CALLSIN -ADVANCE- It isthe amount received by the company from its all otters against the calls not
yet made. Calls- In- Advance is shown as 'Other Current Liability' under '‘Current Liabilities.
JOURNAL ENTRIESREGARDING ISSUE OF SHARES

1. ISSUE OF SHARES FOR CASH

1). Amount Payablein Lump Sum:

On Receipt of Share Application Money:

Bank A/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 alc [With Nominal (face) Value]
To Securities Premium a/c [With Premium Amount]

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

2). Amount payablein installments
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Transaction Journal Entry Amount
On Receipt of Bank Alc. Dr. | Amount received with
Application Money To Share Application A/c application.
On Allotment of Shares | Share application A/c Dr | Application money on
Share Application To share capital A/c allotted shares
Money
Amount due on Share allotment A/c Dr | Amount due on alotment
Allotment To Share Capital A/c
On receipt of allotment | Bank A/c Dr | Amount received on
money To Share alotment A/c allotment
On first and final call Sharefirst & fina call Alc Dr | Amount duefirst and final
due To Share capital Alc call
On receipt of first and Bank A/c Dr | Amount received on first
final call To Sharefirst and final call A/c and final call
Torecord Callsin Bank A/c Dr | Amount not received on
Arrears Callsin Arrears Alc. Dr. |calls

To ShareFirst Call Alc

To Share Second & Final Call A/c
Torecord Callsin Bank A/c Dr | Amount received on Calls
Advance To Callsin Advance A/c in Advance

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

Three alternatives are available to deal with the situation:

(1) Accept some applicationsin full and totally reject the others;

(2) Pro-rata allotment to all; and

(3) Combination of the above two aternatives

PRO RATA ALLOTMENT - It means alotment of sharesin afixed proportion to the shares applied by the

applicants. Pro rata allotment takes place only when the shares are oversubscribed.

Accounting Entriesin Case of Over subscription

Transaction Journal Entry
On Receipt of Application Money Bank Alc. Dr.
To Share Application A/c
Transfer of Application Money to Share capital Share Application A/c Dr
To Share Capital Alc
Excess Application Money Refund Share Application A/c Dr

ToBank A/C

Share Application A/c Dr
To Share Allotment A/c

To Cals—in- Advances A/c

Adjustment of excess application money to
Allotment & Calls

Combined Entry for recording the above three entries
| Share Application A/c
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To share Capital Alc
ToBank Alc

To Share Allotment A/c
To Cdlsin-Advance A/c

|SSUE OF SHARES FOR CONSIDERATION OTHER THAN CASH

The number of sharesto be issued to the vendor will be calculated as follows:
Number of shares to be issued=Amount Payable
Issue Price
Thejournal entries passed are:
(@) On Purchase of Assets
Sundry Assets A/c Dr [With the amount of purchase price]
To Vendor’s A/c

(b)On Purchase of Business

Sundry Assets A/c Dr [Agreed value of assets]
Goodwill Alc* Dr * [If purchase consideration given is more than net assets
To Sundry LiabilitiesAlc
To Vendor’s A/c ** [Agreed value of liabilities]
To Capital Reserve Alc [With purchase consideration |
** [ If purchase consideration given is|ess than the net

assets]
Note: Purchase consideration isan 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.

Thejournal entries On I ssues of Shares

If sharesareissued to vendor at par: |f sharesareissued to vendor at a premium:
Vendor’s A/c Dr [With | Vendor’s A/c  .Dr [With the purchase
the purchase price] price]
To share Capital A/c[With the To share Capital A/c [With the nominal value
nominal value of share allotted] of share allotted]
To Securities Premium A/c [With the amount
of premium]

FORFEITURE & REISSUE OF SHARES
FORFEITURE OF SHARES- It means cancellation of share capital due to non-payment of allotment or
call money when they are due and forfeiting the amount received against these shares. Forfeiture of shares
takes place when a shareholder fails to pay the calls made.

A. Forfeiture of sharesissued at par:

Journal Entry OR alternatively
Shares capital alc Dr (called up value) Sharescapital ac  Dr (called up vaue)
To share alotment A/c To Callsin arrears A/c ( with the
Tosharecall Alc amount due from share holder)
To Shareforfeited A/c (Amount paid To Shareforfeiture A/c (Amount paid
up) up)

B. Forfeiture of shareswhich were originally issued at premium:
94




i) If premium has been received: ii) If premium has not been received:
Share Capital a/c Share Capital a/c Dr.
To Share Allotment a/c Securities Premium A/c Dr.
To Share Call/calsalc To Share Allotment A/c. (Amt due on
To ShareforfeitureA/c allotment including Sec premium)
To Sharecall / callsAlc
To Shareforfeiture A/c

REISSUE OF FORFEITED SHARES-
Forfeited Shares can be reissued at par, at premium or at a discount. But the discount on reissue of a
share cannot be more than the forfeited amount of that share credited to Share forfeiture account
at thetime of forfeiture.
REISSUE OF FORFEITED SHARES

If reissued at par If reissued at discount If reissued at Premium
Share Capital a/c Share Capital a/c Dr. |Bank alc Dr.
To Share Allotment a/c Securities Premium A/c Dr. |To Share capita alc
To Share Call/calsalc To Share Allotment A/c. (Amt | To Securities Premium A/c
To ShareforfeitureA/c due on allotment including Sec
premium)
To Sharecall / callsAlc
To Shareforfeiture A/c

NOTE: Maximum Permissible Discount on Reissue of Forfeited Sharesisthe amount forfeited, i.e., the
amount credited to the Sharesforfeiture A/c
QUESTION BANK

S.No Questions
1 A company must receive minimum subscription of _ shares before it allots the share.
A. 90% B. 70% C. 80% D. 95%
2 As per SEBI guidelines application money should not be less than............ of the issue price
of each share.
A. 10% B. 15% C. 25% D. 50%
3 Which of the following capital is not shown in the company’s Balance Sheet?
A. Authorized capital B. Issued & subscribed capital
C. Cdled-up & paid up-capital D. Reserve capital
4 When the shares are issued for consideration other than cash which account will be debited
A. Securities Premium A/c B. Capital Reserve Alc
C. Vendor Alc D. Share Capital A/c
5 Amount of discount given at the time of reissue of shares should be debited to:
A. Shares Capital B. Discount on Shares
C. Share Forfeiture A/c D. Cdls-In-Areas Alc
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Reserve capital is a part of ...
A. Paid up Capital B. Forfeited share capital
C. Asset D. Capital to be called up only on liquidation of company

Shares issued by a company to its employees or directors in consideration of ‘Intellectual
Property Rights’ (IPR) are called.......

A. Right equity Shares B. Private Equity shares

C. Sweat Equity Share D. Bonus Equity shares

When shares are forfeited, share capital account is debited by:
A. Forfeited amount B. Called up amount on shares
C. Paid up amount on shares D. Amount of capital reserve

When the shares are reissued at a price more that face value it is known as

A. Forfeiture B. Discount C. Premium D. Reserve Capital

10

Alphaltd. forfeited 200 equity shares of Rs. 10 each on which Rs. 6 was paid (including Rs. 1
premium). On reissue, the company can alow Rs. as discount.
A.Rs. 5 each B. Rs. 10 each C. Rs. 6 each D. Rs. 4 each

11

Excess balance amount at Share forfeiture account will be transferred to account.
A. Forfeiture  B. Capita Reserve C. Premium D. Reserve Capital

12

Authorized capital of acompany is divided into 5,00,000 shares and 10 each. It issued
3,00,000 shares. Public applied for 3,60,000 shares. Amount of issued capital will be:
A. %30,00,000 B. 236,00,000 C. %50,00,000 D. %6,00,000

13

Match the following

1. Purchase consideration is more than net worth A Capita Reserve

2. Purchase consideration is less than net worth B Assets
C Goodwill
D vendor
A. 1L.C2A B. 1.C 2B C. 1.B,2.C D.1L.A 2D

14

Assertion (A): A company can issue a share having face value of Rs. 10 a Rs. 9.

Reason (R): Under Section 53 of the Companies Act, 2013, a Company cannot issue shares at
discount.

A. Both A and R areindividually true and R is the correct explanation of A

B. Both A and R are individually true but R is not the correct explanation of A

C.Aistruebut Risfalse

D. Aisfasebut Ristrue

15

An offer of securities or invitation to subscribe securities to a select group of personsistermed

as:
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A Buy back of shares B Employee stock option plan

C Private placement of shares D Sweat Equity
ANSWERSOF MCQS (01 MARKYS)
1 A 6 D 11 B
2 C 7 B 12 A
3 D 8 B 13 A
4 C 9 C 14 D
5 C 10 A 15 C

SHORT ANSWERS QUESTIONS

Mohit Ltd. purchased assets worth Rs. 65, 00,000 from Bhavesh Industrial Corporation and took
over their liabilities worth X 12, 00,000 for a consideration of X 49, 00,000.. 7,20,000 was paid
through a bank draft and balance through equity shares of %. 100 each fully paid. Record
necessary Journal entries in the books of Mohit Ltd. Assuming that shares were issued at a

premium of 10%.

Solutions- Journal of Mohit Ltd. -
Date | Particulars LF | DRRX) CrQ®®
1 Assets Alc Dr. 65,00,000
To LiabilitiesAlc 12,00,000
To Bhuvesh Industrial Corporation A/c 49,00,000
To Capital Reserve 4,00,000

(Being share application money received on
50000 shares @ X 50 each)

2 Bhuvesh Industrial Corporation A/c Dr. 72,00,000
ToBank Alc 72,00,000
(Being amount transferred to share capital a/c)
3 Bhuvesh Industrial Corporation A/c Dr. 41,80,000
To Equity Share Capital a/c 38,00,000
To Securities Premium Reserve A/c 3,80,000
(Being payment of 41,80,000 made by issuing
shares)

Hint - No. of Shares Issued= X 4180000/ Z110= 38,000 shares

Shivalik Limited was registered with an authorized capital of X 10,00,000 divided into equity
shares of X 10 each. It offered 50,000 equity shares to the public. The amount was payable as
follows :

On Application - X 2 per share

On Allotment -X 6 per share
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On First and Final cal - Balance

The issue was fully subscribed. All the amounts were duly received except the allotment and first
and final call money on 4,000 equity shares. These equity shares were forfeited. Present the Share
Capital in the Balance Sheet of the company as per Schedule 111, Part | of the Companies Act,
2013. Also Prepare notes to Accounts for the same .(CBSE 2024)

Solution Shivalik Ltd.
BALANCE SHEET (extract)
L I |
Particulars Note No Amount(%)

| Equity and Liabilities
1 Shareholders’ Funds

2 Share Capital 1 4,68,000
Notesto Accounts
Particulars Amount(%)

1. Share Capital
Authorised Capital 10,00,000
1,00,000 equity shares of X10 each
Issued Capital
50,000 equity shares of 10 each 5,00,000
Subscribed Capital

Subscribed and fully paid up

46,000 equity shares of *10 each 4.60,000
Add: Share Forfeiture A/c 8,000
4,68,000

Annex Ltd. issued 1,00,000 shares of X 10 each at a premium of 10% to the public for
subscription. The whole amount was payable on application. Applications were received for
3,00,000 shares and the board decided to allot sharesto all shareholders on pro-rata basis. Pass

necessary journal entries for the above transactions in the books of Annex Ltd CBSE 2023

Solutions — Books of Annex Ltd.
Journal
Date | Particulars LF | Debit () | Credit ()
Bank A/c Dr 33,00,000
To Share application and allotment A/c 33,00,000
(Application money received on 300000
shares)
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Share application and allotment A/c Dr 33,00,000

ToBank A/c 22,00,000
To Share Capital A/c 10,00,000
To Securities Premium A/c 1,00,000

(Application money transferred to
ShareCapital A/c, Securities Premium A/c and
excess money refund)

Sandesh Ltd. has an authorised capital of X 30,00,000 divided into equity shares of X 10 each. The
company invited applications for issuing 70,000 shares. Applications for 69,000 shares were
received. All calls were made and duly received except the first and final call of X 2 per share on
3,000 shares. These shares were forfeited. (a) Present the Share Capital in the Balance Sheet of
the company per Schedule I11, Part | of the Companies Act, 2013.

(b) Also Prepare notes to Accounts for the same ..(CBSE 2023)

Solutions - Sandesh Ltd.
BALANCE SHEET (extract)
AS Al cevviiiiniiiiiiniiiiinnninns
Particulars Note No Amount(%)
| Equity and Liabilities
Shareholders’ Funds
(&) Share Capital 1 6,84,000
Notesto Accounts
Particulars Amount(%)
1. ShareCapita
Authorised Capital
3,00,000 equity shares of *10 each 30,00,000
Issued Capital
70,000 equity shares of 10 each 7,00,000
Subscribed Capital
Subscribed and fully paid up
66,000 equity shares of 10 each 6,60,000
Add: Share Forfieture A/c(3000 X 8) 24,000
6,84,,000

Disha Ltd. forfeited 500 shares of X 100 each issued at 10% premium, X 90 called up, on which
the shareholders did not pay X 30 per share on allotment (including premium) and first call of X
20 per share. Out of these, 300 shares were reissued for X 80 per share, fully paid up. Pass
necessary journal entries for forfeiture and reissue of shares. CBSE 2023

Solutions - Books of Disha Ltd.
Journal
Date | Particulars LF | Debit R) | Credit %)
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Dr
Dr

Share Capital A/c

Securities Premium Reserve A/c
To Forfieted Shares A/c

To Share Allotment Alc

To Share First Call Alc

( 500 shares forfeited for non-payment of
dlotment and 1% Call )

Bank A/c
Forfieted Shares A/c

To Share Capital A/c
(300 shares reissued at %45 per share, fully

paid up)

Dr
Dr

Forfieted Shares A/c

To Capital Reserve Alc
(Gain on 300 re-issued shares transferred to
capital reserve

Dr

45,000
5,000

24,000
6,000

9,000

25,000
15,000
10000

30,000

9,000

Hint- 25,000/500 X 300= 15,000 -6,000=9,000

LONG ANSWER TYPE QUESTIONS (6 MARKY)

Software Solution India Ltd. invited applications for 25,000 equity shares of ¥ 100 each,
payable X 40 on application, X 30 on allotment and X 30 on first and final call. The company
received applications for 32,000 shares. Applications for 2,000 shares were rejected and money
returned to applicants. Applications for 10,000 shares were accepted in full and applicants for
20,000 shares alotted remaining shares and excess application money adjusted into allotment.

All money due on alotment and call was received. Pass necessary Journal Entries.

Solution:
In the books of Software Solution India Ltd.
Journal
Date Particulars LF DR () CR(®®
1 Bank A/c Dr 12,80,000
To Share Application A/c 12,80,000
(Application and Allotment money received
for 1,60,000 shares)
2 Share Application Alc Dr 12,80,000
To Share Capital A/c 10,00,000
To Share Allotment A/c 2,00,000
ToBank A/c 80,000
(Application money transferred to Share
Capital and Securities Premium A/c , Excess
money to share allotment A/c and Excess
money returned )
3 Share Allotment A/c Dr 75,00,000
To Share Capital Alc 75,00,000
(Allotment money due)
4 Bank A/c Dr 55,00,000
To Share Allotment A/c 55,00,000
(Allotment money received)
5 Share First and Final Call A/c  Dr 75,00,000
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To Share capital Alc 75,00,000
( First Call Money due on 29,400 shares)
6 Bank A/c Dr 75,00,000
To ShareFirst Call Alc 75,00,000
( ShareFirst Call Money received )

Working Note —

No. of Shares Applied No. of Shares Alloted
2,000 Nil

10,000 10,000

20,000 15,000

Lotus Ltd. invited applications for issuing 80,000 equity shares of T 10 each at a premium of X 4
per share. The amount was payable as follows : On application X 5 per share and On allotment X
9 per share (included premium). Applications were received for 1,40,000 shares and allotment
was made to all applicants on pro-rata basis. Money overpaid on applications was adjusted
towards sums due on allotment. Rajiv, who had applied for 1,400 shares, failed to pay the
allotment money. His shares were forfeited. Later on, these forfeited shares were reissued at X 9

per share as fully paid up. Pass necessary journal entries for the above transactions in the books

of Lotus Ltd. (CBSE 2023)
Solutions -
In the booksof Lotus Ltd.
Journal
Date | Particulars LF [ DR(®®) CR(®)
1 Bank A/c Dr 7,00,000
To Equity Share Application A/c 7,00,000
(Application money received for 1,40,000
shares)
2 Equity Share Application A/c Dr 700000
To Equity Share Capital A/c 4,00,000
To Equity Share Allotment A/c 3,00,000

(Application money transferred to Share
Capital and Excess money to share allotment

Alc)
3 Equity Share Allotment A/c Dr 7,20,000
To Equity Share Capital A/c 4,00,000
To Securities Premium Alc 3,20,000
(Allotment money due at premium)
4 Bank A/c Dr 4,158,00
Callsin Arrears Alc Dr 4,200
To Equity Share Allotment A/c 4,20,000
(Allotment money received except on 800
shares)
5 Share Capital A/c Dr 8,000
Securities Premium A/c Dr 3,200
To Calsin Arrears A/c 4,200
To Share Forfieture A/c 7,000

(800 equity shares forfeited for non-payment
of allotment money )
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6 Bank A/c Dr 7200

Share Forfieture A/c Dr 800
To Share capital Alc 8,000
( Reissue of forfeited shares )
7 Share Forfieture A/c Dr 6,200
To Capital Reserve Alc 6,200

(gain on reissue of shares transferred to
Capital Reserve A/c)

Tulip Ltd. invited applications for issuing 2,40,000 equity shares of X 10 each at a premium of %
4 per share. The amount was payable as under : On application X 4 per share (including
premium X 2) On allotment X 4 per share On first and final call X 6 per share (including
premium X 2) Applications for 3,00,000 shares were received and pro-rata allotment was made
to al the applicants. Excess application money received with applications was adjusted towards
sums due on allotment. All moneys were duly received except from Rohini who had applied for
7,500 shares, and failed to pay allotment and first and final call. Pass the necessary journal
entries for the above transactions in the books of Tulip Ltd. Open Calls-in-arrears and Calls-in-

advance account, wherever necessary. .(CBSE 2023)
In thebooksof Tulip Ltd.
Journal
Date | Particulars LF |DR® CR(®
1 Bank A/c Dr 12,00,000
To Equity Share Application A/c 12,00,000
(Application money received for 3,00,000
shares)
2 Equity Share Application A/c Dr 1200000
To Equity Share Capital A/c 4,80,000
To Securities Premium A/c 4,80,000
To Equity Share Allotment A/c 2,40,000

(Application money transferred to Share
Capital and Securities Premium A/c ,
Excess money to share allotment A/c and
Excess money returned )

3 Equity Share Allotment A/c Dr 9,60,000
To Equity Share Capital A/c 9,60,000
(Allotment money due)
4 Bank A/c Dr 7,02,000
Calsin Arrears Alc Dr 18,000
To Equity Share Allotment A/c 7,20,000
(Allotment money received )
5 Equity Share First and Final Call A/c 14,40,000
Dr 9,60,000
To Equity Share capital A/c 4,80,000
To Securities Premium Reserve A/c
(Share First and Final Call Money due

6 Bank A/c Dr 14,04,000
Cdlsin ArrearsAl/c Dr 36,000
To Equity Share First and Final Call A/c 14,40,000
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| | (sharefirst & final call money received ) | | |

Diamond Ltd. issued a prospectus inviting applications for 20,000 shares of X 10 each. The
amount was payable as follows : On Application — X 4 per share, On Allotment X 4 per share,
On First and Fina call — %2 per share . Applications for 45,000 shares were received and
allotment was made as follows : Category (i) — Applicants for 35,000 shares were allotted
15,000 shares. Category (ii) — Applicants for 10,000 shares were alotted 5,000 shares. It was
decided that excess money received on application be adjusted towards sum due on allotment
and calls. Amar, an applicant of Category (ii), who was allotted 500 shares, failed to pay the
first and final call. His shares were forfeited and subsequently reissued at X 2 per share as fully
paid up. Pass necessary journal entries to record the above transactions in the books of Diamond

Ltd. .(CBSE 2024 compartment)
Solution-
In the books of Diamond Ltd.
Journal
Date | Particulars LF | DR®) CR(®®
1 Bank A/c Dr 1,80,000
To Share Application A/c 1,80,000
(Application money received for
45,000 shares)
2 Share Application A/c Dr 1,80,000
To Share Capital A/c 80,000
To Share Allotment A/c 80,000
To Callsin Advance A/c 20,000

(Application money transferred to
Share Capital and Excess money to
share alotment and Call A/c)

3 Share Allotment A/c Dr 80,000
To Share Capita Alc 80,000
(Allotment money due)
4 Bank A/c Dr| |-

To ShareAllotmentA/c | | |-
(Allotment money received )

5 Share First and Final Call A/c Dr 40,000
To Share capital Alc 40,000
(First and final call money due)
6 Bank A/c Dr 19,000
Callsin Arrears Alc Dr 1,000
Cdlsin Advance Alc Dr
To Share First and Final call Alc 20,000 40,000
(Cal money received )
7 Equity Share Capital A/c Dr 5,000
To Cdlsin ArrearsAlc 1,000
To Share Forfieture A/c 4,000
(500 shares forfeited for non payment
of cal)
8 Bank A/c Dr 1,000
Share Forfieture A/c Dr 4,000
To Share capital A/c 5,000

( Reissue of forfeited shares )
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9 Share Forfieture A/c Dr

To Capital Reserve A/c
( Gain on reissue of shares transferred
to Capital Reserve A/c)

CCL Ltd. invited applications for issuing 75,000 equity shares of X 10 each at a premium of X 3
per share. The amount was payable as follows : On Application X 2 per share On Allotment X 6
per share (including premium) On First Call X 3 per shareand On Second and Final Call
Balance. Applications for 1,20,000 shares were received. Application for 45,000 shares were
rejected and the excess application money was refunded. Full allotment was made to remaining
applicants. All moneys due were received except for Harish, a shareholder holding 2000 shares,

who failed to pay the first and second and final call money. Pass necessary journal entries for

the above transactions in the books of the company. .(CBSE 2023 Compartment)
Solutions- Inthe booksof CCL Ltd.
Journal
Date | Particulars LF | DRR®) CR(®®)
1 Bank A/c Dr 2,40,000
To Equity Share Application A/c 2,40,000
(Application money received for
1,20,000 shares)
2 Equity Share Application A/c Dr 2,40,000
To Equity Share Capital A/c 1,50,000
To Bank Alc 90,000

(Application money transferred to
Share Capital and Excess money
refunded )

3 Equity Share Allotment A/c Dr 450,000
To Equity Share Capital Alc 2,25,000
To Securities Premium Alc 2,25,000

(Allotment money due at premium)

4 Bank A/c Dr 4,50,000

To Equity Share Allotment A/c 4,50,000
(Allotment money received )
5 Equity Share First Call A/c Dr 2,25,000

To Equity Share capital A/c 2,25,000
(First call money due)

6 Bank A/c Dr 2,19,000
Cdlsin Arrears Alc Dr 6,000
To Equity Share First call Alc 2,25,000
(First Call money received except on
2,000 shares )

7 Equity Share Final Call A/c Dr 1,50,000
To Equity Share Capital A/c 1,50,000
( Final Call money due)
8 Bank A/c Dr 1,46,000
Callsin Arrears Alc Dr 4,000
To Equity Share Final Call A/c 1,50,000
( Final Call money received except on
2,000 shares )
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Ajanta Ltd. issued a prospectus inviting applications for issuing 5,00,000 equity shares of X 10
each issued at a premium of 10%. The amount was payable as follows : On application X 3 per
share On allotment (including premium) X 5 per share On first and final call X 3 per share
Applications were received for 6,00,000 shares and pro-rata alotment was made to all
applicants. Excess money received on application was adjusted towards sums due on alotment.
All amounts were duly received except from Sumit, who was the holder of 1,000 shares, and
failed to pay the alotment and first and final call. His shares were forfeited. Passjourna entries
for the above transactions in the books of Ajanta Ltd. Open calls-in-arrears account wherever
necessary. .(CBSE 2023)

Solutions - In the books of Ajanta Ltd.
Journal
Date | Particulars LF |DR® CR(®
1 Bank A/c Dr 18,00,000
To Equity Share Application A/c 18,00,000
(Application money received for 6,00,000
shares)
2 Equity Share Application A/c Dr 18,00,000
To Equity Share Capital A/c 15,00,000
To Equity Share Allotment A/c 3,00,000
(Application money transferred to Share
Capital and Excess money to share
alotment A/c)
3 Equity Share Allotment A/c Dr 25,00,000
To Equity Share Capital A/c 20,00,000
To Securities Premium Alc 5,00,000
(Allotment money due at premium)
4 Bank A/c Dr 21,95,600
Callsin ArrearsAlc Dr 4,400
To Equity Share Allotment A/c 22,00,000
(Allotment money received except on 1000
shares)
5 Equity Share First and Fina Call A/c Dr 15,00,000
To Equity Share capital A/c 15,00,000
(First and final call money due)
6 Bank A/c Dr 14,97,000
Callsin Arrears Alc Dr 3,000
To Equity Share First call A/c 15,00,000
(Cal money received except on 1000
shares )
7 Equity Share Capital A/c Dr 10,000
Securities Premium A/c Dr 1,000
To Callsin Arrears Alc 3,600
To Share Forfieture A/c 7,400
(1000 equity shares forfeited for non-
payment of allotment and call )

Yash Ltd. invited applications for 50,000 equity shares of X 3 per share; on allotment (including
premium) X 3 per share and on first and final call, the balance amount. Applications were
received for 1,20,000 shares and shares were allotted on pro-rata basis to al applicants. The
excess money received on application was to be adjusted towards sums due on alotment.
Application money in excess of sums due on allotment was refunded. A shareholder who
applied for 6,000 shares could not pay the first and final call money and his shares were
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forfeited. The forfeited shares were reissued for X 60,000 fully paid up. Pass necessary journal

entries for the above transactions in the books of Y ash Ltd . .(CBSE 2023)
Solution In the booksof Yash Ltd.
Journal
Date | Particulars LF | DR(®) CR(R®
1 Bank A/c Dr 3,60,000
To Equity Share Application A/c 3,60,000
(Application money received for
1,40,000 shares)
2 Equity Share Application A/c Dr 3,60,000
To Equity Share Capital A/c 1,50,000
To Equity Share Allotment A/c 1,50,000
ToBank Alc 60,000
(Application money transferred to
Share Capital and Excess money to
share allotment A/c)
3 Equity Share Allotment A/c Dr 1,50,000
To Equity Share Capital Alc 1,00,000
To Securities Premium A/c 50,000
(Allotment money due at premium)
4 Equity Share First and Final Call 2,50,000
Alc Dr 25,0,000
To Equity Share capital A/c
(First call money due)
4 Bank Alc Dr NII
To Equity Share Allotment A/c Nil
(Allotment money received except on
800 shares)
Bank A/c Dr 2,37,500
Callsin Arrears Alc Dr 12,500
To Equity Share First call A/c 2,50,000
(Cal money received )
5 Equity Share Capital A/c Dr 60,000
To Callsin Arrears Alc 25,000
To Share Forfieture A/c 35,000
(2500 equity shares forfeited for non-
payment of first and fina )
7 Share Forfieture A/c Dr 12,500
To Capital Reserve Alc 12,500
('gain on reissue of sharestransferred
to Capital Reserve A/c)
Work-Sheet | (20 marks)
Q Questions mark
No.
1 Which of the following capital is not shown in the company’s Balance Sheet? 1

A. Authorized capital
C. Called-up & paid up-capital

B. Issued & subscribed capital
D. Reserve capital
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Shares issued by a company to its employees or directors in consideration of
‘Intellectual Property Rights’ (IPR) are called.......

A. Right equity Shares B. Private Equity share
C. Sweat Equity Share D. Bonus Equity shares

As per Section 52 of Companies Act 2013, Securities Premium Reserve cannot be
utilised for:

A. Writing off capital losses.

B. Issue of fully paid bonus shares.

C. Writing off discount on issue of securities.

D. Writing off preliminary expenses.

Excess balance amount at Share forfeiture account will be transferred to
account.
A. Forfeiture  B. Capital Reserve C. Premium D. Reserve Capital

Annex Ltd. issued 1,00,000 shares of X 10 each at a premium of 10% to the public for
subscription. The whole amount was payable on application. Applications were
received for 3,00,000 shares and the board decided to alot sharesto all shareholders
on pro-rata basis. Pass necessary journal entries for the above transactionsin the
books of Annex Ltd.

Disha Ltd. forfeited 500 shares of ¥ 100 each issued at 10% premium, X 90 called up,
on which the shareholders did not pay X 30 per share on allotment (including
premium) and first call of X 20 per share. Out of these, 300 shares were reissued for X
80 per share, fully paid up. Pass necessary journal entries for forfeiture and reissue of
shares.

Shivalik Limited was registered with an authorized capital of ¥ 10,00,000 divided into
equity shares of X 10 each. It offered 50,000 equity shares to the public. The amount
was payable asfollows :

. On Application - X 2 per share

. On Allotment -X 6 per share

. On First and Final call - Balance

. Theissue was fully subscribed. All the amounts were duly received except the
allotment and first and final call money on 4,000 equity shares. These equity shares
were forfeited. Present the Share Capital in the Balance Sheet of the company as per
Schedule 111, Part | of the Companies Act, 2013. Also Prepare notes to Accounts for
the same.

Tulip Ltd. invited applications for issuing 2,40,000 equity shares of X 10 each at a
premium of X 4 per share. The amount was payable as under : On application X 4 per
share (including premium X 2) On allotment X 4 per share On first and final call X 6
per share (including premium X 2) Applications for 3,00,000 shares were received
and pro-rata allotment was made to all the applicants. Excess application money
received with applications was adjusted towards sums due on allotment. All moneys
were duly received except from Rohini who had applied for 7,500 shares, and failed
to pay alotment and first and final call. Pass the necessary journal entries for the
above transactions in the books of Tulip Ltd. Open Calls-in-arrears and Calls-in-
advance account, wherever necessary.

ANSWERS

AWIN| P

W)>UJ_U
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Books of Annex Ltd.

Journal
Date | Particulars LF | Debit () | Credit )
Bank A/c Dr 33,00,000
To Share application and allotment A/c 33,00,000
(Application money received on 300000
shares)
Share application and allotment A/c Dr 33,00,000
ToBank Alc 22,00,000
To Share Capital A/c 10,00,000
To Securities Premium Al/c 1,00,000
(Application money transferred to
ShareCapital Alc, Securities Premium A/c and
excess money refund)
Books of Disha Ltd.
Journal
Date | Particulars LF | Debit R) | Credit )
Share Capital A/c Dr 45,000
Securities Premium Reserve A/c Dr 5,000
To Forfieted Shares A/c 25,000
To Share Allotment Al/c 15,000
To ShareFirst Call Alc 10000
( 500 shares forfeited for non-payment of
alotment and 1% Call )
Bank A/c Dr 24,000
Forfieted Shares A/c Dr 6,000
To Share Capital Alc 30,000
(300 shares reissued at 45 per share, fully
paid up)
Forfieted Shares A/c Dr 9,000
9,000

To Capital Reserve Alc
(Gain on 300 re-issued shares transferred to
capital reserve)
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Shivalik Ltd.
BALANCE SHEET (extract)

ASaAl cevuiiiiiiiiiiiiiiiiiaiann
Particulars Note No Amount(%)
| Equity and Liabilities
3 Shareholders’ Funds
4 Share Capital 1 4,68,000
. Notesto Accounts
Particulars Amount(%)
2. ShareCapital
Authorised Capital 10,00,000
1,00,000 equity shares of *10 each
Issued Capital
50,000 equity shares of 10 each 5,00,000
Subscribed Capital
Subscribed and fully paid up
46,000 equity shares of 10 each 4.60,000
Add: Share Forfieture A/c 8,000
4,68,000
- In thebooksof Tulip Ltd.
Journal
Date | Particulars LF|DR®) CRR®
1 Bank A/c Dr 12,00,000
To Equity Share Application A/c 12,00,000
(Application money received for
3,00,000 shares)
2 Equity Share Application A/c Dr 1200000
To Equity Share Capital A/c 4,80,000
To Securities Premium A/c 4,80,000
To Equity Share Allotment A/c 2,40,000
(Application money transferred to
Share Capital and Securities Premium
A/c , Excess money to share allotment
Al/c and Excess money returned )
3 Equity Share Allotment A/c Dr 9,60,000
To Equity Share Capital A/c 9,60,000
(Allotment money due)
4 Bank A/c Dr 7,02,000
Callsin Arrears Alc Dr 18,000
To Equity Share Allotment A/c 7,20,000
(Allotment money received )
6 Bank A/c Dr 14,04,000
Callsin Arrears Alc Dr 36,000
To Equity Share First and Final Cal 14,40,000
Alc (sharefirst & fina call money
Received )
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Work-Sheet 11

Q Questions mark
No.
1 A company must receive minimum subscription of shares beforeit alots the 1
share.
A. 90% B. 70% C. 80% D. 95%
2. As per SEBI guidelines application money should not be less than............ of the 1
issue price of each share.
A. 10% B. 15% C. 25% D. 50%
3. Which of the following statements is/are true? 1
(i) Authorized Capital  Issued Capital
(i) Authorized Capital > Issued Capital
(itf)  Subscribed Capital < Issued Capital
(iv)  Subscribed Capital > Issued Capital
A. only (i) B. (i) and (iv) Both
C. (ii) and (iii) Both D. Only (ii)
4. Reserve capital is a part of ... 1
A. Paid up Capital B. Forfeited share capital
C. Asset D. Capital to be called up only on liquidation of company
5 X limited invited application for 20,000 shares of rupees 10 each. Thewholeamount | 3
was payable on application. The issue was oversubscribed by 5000 shares. The
company accepted application for 20000 shares and refunded the access money. Pass
journal entriesin the books of the company.
6 BCG Limited forfeited 75 shares of % 10 each issued at a premium of X 4 per share 3
for non-payment of allotment money of X 8 per share (including premium). The first
and final call of X 4 per share was not made. The forfeited shares were reissued at X
15 per share fully paid. Pass necessary journal entries related to forfeiture and reissue
of shares.
7 Pawan Ltd. was registered with an authorised capital of X 10,00,000 divided into 4

1,00,000 equity shares of X 10 each. The company offered to the public for
subscription, 80,000 equity shares. The amount per share was payable as follows :

On application X 3, On allotment X 2, On first call X 3 and On second and final call

the balance The issue was fully subscribed and all amounts due were received except

the first and final call money on 2,000 shares allotted to Chavi. Her shares were
forfeited. Present the Share Capital in the Balance Sheet of the company as per
Schedule I11, Part | of the Companies Act, 2013. Also prepare Notes to Accounts for

the same. —
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8 Pushkar Limited invited applications for 30,000 shares of * 100 each at 20% 6
premium. The amount per share was payable as under : On application X 40
(including X 10 premium) On allotment X 30 (including X 30 On second and final call
Balance Applications were received for 40,000 shares and pro-rata alotment was
made to the applicants for 35,000 shares, the remaining applications being refused.
Excess application money was adjusted towards sums due on allotment. Y ogesh, who
applied for 700 shares, failed to pay the allotment money and his shares were
forfeited immediately after allotment. First call was made thereafter and all the
money due on first call was received. The second and final call was not made. Pass
necessary journal entries for the above transactions in the books of Pushkar Limited
ANSWERS
1 A
2 B
3 C
4 D
5 JOURNAL
Date | Particulars LF | DRR) Cr®®
1 Bank alc Dr. 25,00,000
To Equity Share Application and Allotment A/c 25,00,000
(Being share application money received
on50000 shares @ X 50 each)
2 Equity Share Application and Allotment A/c 25,00,000
Dr. 20,00,000
To Equity Share Capital a/c 5,00,000

ToBank A/c
(Being amount transferred to share capital al/c)
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Books of BCG Ltd.

Journal
Date | Particulars LF | Debit Credit %)
®)
Share Capital A/c Dr. 450
Securities Premium Reserve A/c Dr 300
To Forfieted Shares A/c 150
To Shares Allotment A/c 600
( 75 shares forfeited for non-payment of
allotment)
Bank A/c Dr 1,125
To Share Capital A/c 750
To Securities Premium Reserve A/c 375
(75 shares reissued at X15 per share fully paid )
Forfieted Shares A/c Dr 150
To Capital Reserve A/lc 150
(Gain on 75 re-issued shares transferred to
capital reserve)
Pawan Ltd.
BALANCE SHEET (extract)
AS Al cevviiiiiiiiiiiiinnnnnnnenns
Particulars Note No Amount(%)
| Equity and Liabilities
Shareholders’ Funds
(a) Share Capital 1 7,90,000
Notesto Accounts
Particulars Amount(%)
1. ShareCapitd
Authorised Capital
1,00,000 equity shares of *10 each 10,00,000
| ssued Capital
80,000 equity shares of 10 each 8.,00,000
Subscribed Capital
Subscribed and fully paid up
78,000 equity shares of 10 each 780,000
Add: Share Forfieture A/c 10,000
7,90,000
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In the books of Pushkar Ltd.

Journal

Date

Particulars

LF

DR })

CR })

Bank A/c Dr
To Share Application A/c

(Application and Allotment money received
for 1,60,000 shares)

1600,000

1600,000

Share Application & Allotment A/c  Dr
To Share Capital A/c

To Securities Premium A/c

To Share Allotment A/c

ToBank Alc

(Application money transferred to Share
Capital and Securities Premium A/c ,
Excess money to share allotment A/c and
Excess money returned )

1600000

9,00,000
3,00,000
2,00,000
2,00,000

Share Allotment A/c Dr

To Share Capital Alc

To Securities Premium Reserve A/c
(Allotment money due on 30,000 shares)

9,00,000

6,00,000
3,00,000

Bank A/c Dr
Callsin ArrearsAlc Dr
To Equity Share Allotment A/c
(Allotment money received)

6,86,000
14,000

7,00,000

Share Capital A/c Dr
Securities Premium A/c Dr

To Cdlsin Arrears Alc

To Share Forfieture A/c
(600 equity shares forfeited for nonpayment
of allotment money )

30,000
6,000

14,000
22,000

Share First Call Alc Dr
To Share capital Alc
( First Call Money due on 29,400 shares)

8,82,000

8,82,000

Bank A/c Dr
To ShareFirst Call Alc
( Share First Call Money received )

8,82,000

8,82,000
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CHAPTER-8

ACCOUNTING FOR DEBENTURES
Meaning of Debentures: A Debenture is awritten document acknowledging debt.
Types of Debentures
A. From Security point of view-
1. Secured debentur es- Debentures which are secured by a charge on the assets of the company.
2. Unsecur ed debentur es- Debentures which are not secured by charge on the assets of the company.
B. From Redemption point of view
1. Redeemable debentures- Debentures having afixed life after which they will be redeemed.
2. Irredeemable debentur es- Debentures having no fixed date of redemption.
C. Registration point of view-
1. Registered debentur es- Debentures which are registered in the name of the debenture holdersin
company’s records.
2. Unregister ed/bearer debentures- Debentures which are not registered in the name of the debenture
holders
D.From convertibility point of view-
1. Convertible debentures- Debentures which can be converted into shares after a fixed period of
time.
2. Non-convertible debentures- Debentures which cannot be converted into shares.

Journal Entriesfor Issue of Debentures- For Cash
When Debenturesarelssued at Par:

Date Particulars L.F. | X(Dr) | 2(Cr)
Bank A/c Dr
To Debentures Application and Allotment A/c

(Being application money received)

Debentures Application and Allotment A/c Dr
To...... % Debentures A/c
(Being debentures alloted)

Debentures Application and Allotment A/c Dr
ToBank Alc
(Being excess money refunded)

When Debentures are |l ssued at Premium:

Date Particulars L.F. |X(Dr)| X (Cr)

Debentures Application and Allotment A/c Dr
To...... % Debentures A/c
To Securities Premium A/c

(Being debentures alloted)

When Debentures arelssued at Discount:

Date Particulars L.F. |2 (Dr) | %(Cr)
Debentures Application and Allotment A/c Dr
Discount on Issue of Debentures A/c Dr

To...... % Debentures A/c
(Being debentures alloted)

| ssue of Debenturesfor Consideration other than Cash

To Promotors:-

| Date | Particulars |L.F.| 3(Dr) | 2(Cr) |
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Incorporation Expenses/Preliminary Expenses A/c Dr
To Promotors’ A/c
(Being incorporation expenses payabl e)

Promotors’ A/c Dr
To...... % Debentures A/c
(Being ...% debentures allotted to promotors)

To Underwriters:

Underwriting Commission A/c Dr
To Underwriters’ A/c
(Being underwriter commission payable)

Underwriters’ A/c Dr
To ...% Debentures A/c
(Being ...% debentures allotted to underwriters)

To Vendors:

Sundry Assets A/c Dr
To Vendor’s A/c
(Being purchase of sundry assets)

Vendor’s A/c Dr.
To ...% Debentures A/c
(Being ... % debentures issued to vendor)

I ssue of Debentures as Collateral Security:

1. Without passing entry- debentures are shown as a note along with loan in balance sheet.
2. By journal entry-

Date Particulars L.F. | (Dr) | Z(Cr)
Debentures Suspense A/c Dr
To...... % Debentures A/c
(Being debentures all oted)
Date | Particulars [LF.[2(Dr) [Z(Cn)
Issued at Par and Redeemable at Par

Bank A/c Dr
To Debentures Application and Allotment A/c
(Being application money received)

Debentures Application and Allotment A/c Dr
To...... % Debentures A/c
(Being debentures Issued at Par and Redeemable at Par)

| ssued

at Discount and Redeemable at Par

Bank A/c Dr
To Debentures Application and Allotment A/c
(Being application money received)

Debentures Application and Allotment A/c Dr

Discount on Issue of Debentures A/c Dr
To...... % Debentures A/c

(Being debentures | ssued at Discount and Redeemable

at Par)

| ssued

at Premium and Redeemable at Par

Bank A/c Dr
To Debentures Application and Allotment A/c
(Being application money received)

Debentures Application and Allotment A/c Dr
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To...... % Debentures A/c

To Securities Premium A/c
(Being debentures Issued at Premium and Redeemable
at Par)

Issued at Par and Redeemable at Premium

Bank A/c Dr
To Debentures Application and Allotment A/c
(Being application money received)

Debentures Application and Allotment A/c Dr
Loss on Issue of Debentures A/c Dr
To...... % Debentures A/c
To Premium on Redemption of Debentures A/c
(Being debentures Issued at Par and Redeemable at
Premium)

I ssued at Discount and Redeemable at Premium

Bank A/c Dr
To Debentures Application and Allotment A/c
(Being application money received)

Debentures Application and Allotment A/c Dr
Loss on Issue of Debentures A/c Dr
To...... % Debentures A/c
To Premium on Redemption of Debentures A/c
(Being debentures Issued at Discount and Redeemable
at Premium)

Issued at Premium and Redeemable at Premium

Bank A/c Dr
To Debentures Application and Allotment A/c
(Being application money received)

Debentures Application and Allotment A/c Dr
Loss on Issue of Debentures A/c Dr

To...... % Debentures A/c

To Securities Premium A/c

To Premium on Redemption of Debentures A/c
(Being debentures Issued at Premium and Redeemable
at Premium)

I nter est on Debentures:

Particulars

L.F. | 2(Dr) | 2(Cr)

Debentures’ Interest A/c Dr
To Debentureholders’ A/c
(Interest on debentures payable)

Debenturcholders’ A/c Dr
ToBank A/c
(Interest paid to debenturehol ders)

Statements of Profit and Loss A/c Dr
To Debentures’ Interest A/c

(Interest on debentures transferred to Statement of Profit

and Loss)

Writing off Discount/L 0ss on issue of Debentures:

Written off in the year debentures are allotted

| Date | Particulars

|L.F.[2(Dr) | 2(Cr) |
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Securities Premium A/c Dr
Statement of Profit and Loss a/c Dr
To Discount/Loss on Issue of Debentures A/c
(Being Discount/Loss on Issue of Debentures is written

off)

FORMAT OF LOSS ON ISSUE OF DEBENTURES ACCOUNT

Dr.

Loss on Issue of Debentures A/c Cr.

Date

Particulars Amt. Date Particulars Amt.

To ---% Debentures | -------- By Securities Premium A/c
Alc By Statement of Profit & Loss

Multiple Choice Questions (1 Mark Each)

SR
NO.

QUESTION

Debentures which can be transferred by way of delivery and the company does not
keep any record of the debenture holders are called:
(A)Secured Debentures (B)Redeemable Debentures
(C)Registered Debentures  (D)Bearer Debentures

Assertion (A): Debenture holders are the owners of acompany.
Reason (R): Debentures represent aloan taken by the company.
(A) Both A and R are true, and R is the correct explanation of A.
(B) Both A and R aretrue, but R is not the correct explanation of A.
(C) Aistrue, but R isfalse.

(D) A isfase, but Ristrue.

Assertion (A): Debentures can be issued at a discount.

Reason (R): A company can raise funds through debentures at less than their face value.
(A) Both A and R are true, and R is the correct explanation of A.

(B) Both A and R aretrue, but R is not the correct explanation of A.

(C) Aistrue, but R isfalse.

(D) A isfase, but Ristrue.

Assertion (A): Interest on debenturesis paid only when the company earns profit.
Reason (R): Interest on debenturesis a charge against profit.

(A) Both A and R are true, and R is the correct explanation of A.

(B) Both A and R aretrue, but R is not the correct explanation of A.

(C) Aistrue, but R isfalse.

(D) Aisfase, but Ristrue.

Securities premiumiis:
(A) A capital profit (B) A capitadl loss
(C) A revenueloss (D) An expense to be written off in the same year

S Ltd. purchased assets worth 224,00,000 by issuing 9% debentures of ¥200 each at 4%
discount. Number of debentures issued?
(A) 12,000 (B) 12,500 (C)1,20,000 (D) 1,25,000

On 1% April 2025, Sigma Ltd. issued 20,000, 10% Debentures of Z 100 each at a discount of
10%. The total amount of interest due on debentures for the year ending 31% March, 2024
will be:

(A) 18,000 (B) 20,000 (C) 1,80,000 (D) 2,00,000

Interest on debenturesis paid on:
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(A) Nominal (face) value (B) Face value + premium
(C) Facevaue—discount (D) Paid-up value
9 |On1® April, 2024, Kepto Ltd. issued 10,000; 9% debentures of X 50 each at a discount of
8%. Discount on Issue of Debentures A/c will be debited with:
(A) 5,00,000 (B) 4,000 (C) 4,60,000 (D) 40,000
10 | When debentures are issued at a discount, which account is debited?
(A) Capital Reserve (B) Debentures
(C) Discount on Issue of Debentures (D) General Reserve
11 | If 210,00,000 debentures are issued at 5% discount and redeemable at 10% premium, the
total lossis:
A) 50,000 B)X1,00,000 C)1,50,000 D) X2,00,000
ANSWERS
1 D 6 B 11 C
2 D 7 D * *
3 A 8 A * *
4 D 9 D * *
5 A 10 C * *
SHORT ANSWER QUESTIONS (3-4 MARKYS)
SR QUESTION MARKS
NO.
1 | Sun Ltd. issued 5,000; 8% debentures of X 100 each, payable on application and 3
redeemable at par. Pass necessary journal entries.
ANS:
Bank A/C o, Dr 5,00,000
To Debentures Application and Allotment A/c 5,00,000
(Application money received @ I 100 each for 5,000 debentures)
Debentures Application and Allotment A/c...Dr  5,00,000
To 8% Debentures A/C.......ccvvviiiiiiiiiiiian, 5,00,000
(Application money transferred to 8% Debentures Account)
2 | A company issued 1,000, 12% Debentures of X100 each at a premium of 5% to a 3
vendor for machinery worth 31,05,000. Complete the given journal entries.
Machinery Alc Dr 1,05,000
ToVendor'sAlc .
(Being machinery purchased from vendor)
Vendor'sAlc Dr 1,05,000
To 12% DebenturesA/lc
To SecuritiesPremiumA/lc
(Being issue of debentures at 5% premium to settle dues)
ANS:
Machinery A/c Dr 1,05,000
To Vendor'sAlc 1,05,000
(Being machinery purchased from vendor)
Vendor'sAlc Dr.  1,05,000
To 12% Debentures A/c 1,00,000
To Securities Premium A/c 5,000
(Being issue of debentures at 5% premium to settle dues)
3 | On 1st April 2021, XY Z Ltd issued 3,000, 12% Debentures of Rs.100 each at par 3
redeemable at a premium of 7%. The debentures were to be redeemed at the end of
third year. On the basis of the above information, resolve the following issues:
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1.Can the company write off the ‘Loss on issue of Debentures’ over the period of 3
years?

2. From which source, the loss on issue of debentures will be written off? 3.Under
which sub-head and head, the amount of ‘Premium Payable on Redemption of
Debentures’ is shown in the Balance Sheet?

Ans 1. No, because according to Accounting Standard 16, borrowing cost requires
that the loss on issue of debentures be written off in the same year in which it is
incurred.

2. In the absence of any information about Securities Premium Reserve, the loss on
Issue of debentures ins written off from Statement of Profit and Loss.

3. Premium payable on Redemption of Debentures is shown as Other non- current
liability under Non-Current Liabilities in Equity and Liabilities part of Baance
Sheset.

Read the passage given below and answer the following questions :

Mega Ltd. decided to acquire the running business of Sega Ltd, so it took over the
assets of Rs 6,60,000 and liabilities of Rs 80,000 of Sega limited for a purchase
consideration of Rs 5,85,000 payable by the issue of 12% debentures of Rs100
each at a discount of 10%.

1. Goodwill A/c will be debited with
A. 10,000, B 15,000, C5,000, D 8,000

2. Discount on issue of debenture is written off, in the year debentures are alotted,
in the following sequence—

A. Securities premium reserve, statement of Profit and loss

B. Securities premium reserve, statement of Profit and loss, capital reserve

C. capital reserve, securities premium reserve, statement of Profit and loss

D. statement of Profit and loss, capital reserve, securities premium reserve

3. The number of debenturesto beissued is;
A. 6600 B.6500 C.4500 D.5400.

4. 12% Debentures Account is credited with
A. 6,50,000 B.7,00,000 C. 6,00,000 D.7,50,000
Ans1.(C)2.(A)3.(B)4.(C)

Zeba 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. Zeba 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 Reservein the first year.

ANS:
Journal Entry
Securities Premium Reserve A/c Dr 10,000
To Discount on issue of debentures A/c 10,000
(Being Discount on issue of debentures written off)
Note: Discount on issue of Debentures = 2, 00,000x5% = Rs 10,000

NSPL Ltd. took a loan of Rs.17,00,000 from State Bank of India against the
security of tangible assets. In addition to principal security, it issued 10,000 10%
debentures of Rs.100 each as collateral security. Pass necessary journa entries for
the above transactions, if the company decided to record the issue of 10%
debentures as collateral security.

ANS:
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Particulars L.F. X (Dr)

X (Cr)

Bank A/c

To Bank Loan A/c
( Being loan taken from SBI)

Dr 17,00,000

17,00,000

Debentures Suspense A/c

To 10% Debentures A/c
(Being debentures issued as
collateral security)

Dr 10,00,000

10,00,000

LONG-ANSWER QUESTIONS (6 MARKS)

SN

QUESTIONS

Pass Journal entries to record the following transaction:
a) A Ltd. issued 15000; 8% Debentures of Rs. 100 each at discount of 5% to be repaid at
par at the end of 5 years.

b) A Ltd. Issues 10% Debentures of Rs. 100 each for the total nominal value of Rs.
80,00,000 at a premium of 5% to be redeemed at par.

c) A Ltd. IssuesRs. 50,00,000; 9% Debentures of Rs. 100 each at par but
redeemable at the end of 10 years at 105%.

d) A Ltd. Issued Rs40,00,000, 12% debentures of Rs. 100 each at a discount of 5%
repayable at a premium of 10% at the end of 5 years.

ANS:

Journal entries

Date

Particulars

LF

Dr. Amt.

Cr. Amt.

b).

Bank Alc Dr.
To Debenture application and allotment, A/c
(Being the debenture application money

record)

Dr.
Dr

Debenture application & Allotment A/c

Discount on issue of Debentures A/c
To Debentures A/c

(Being the issue of 15,000, 8% debentures of

Rs. 100 each at a discount of 5%)

Bank A/c Dr.

To Debenture application and allotment, A/c
(Being the debenture application money
received)

Debenture application and allotment A/c  Dr.
To 10% Debenture A/c
To security premium A/c

(Being the issue of 80,000, 10% debenture of

Rs. 100 each at a premium of 5%)

Bank Alc Dr.

To Debenture application & allotment A/c
(Being the debenture application money
received)

Dr.
Dr.

Debenture application and allotment A/c
Loss on issue of debenture A/c

To 12% Debenture Alc

To premium on Redemption of Debenture A/c

14,25,000

14,25,000
75,000

84,00,000

84,00,000

50,00,000

50,00,000
2,50,000

14,25,000

15,00,000

84,00,000

80,00,000
4,00,00

50,00,000

50,00,000
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(Being the issue of 50,000, 12% debenture of 250,000
d). | Rs. 100 each at par redeemable at 105%

Bank A/C Dr.
To Debenture application and allotment A/C 38,00,000
(Being the debentures application money 38,00,000
received)
Debenture application and alotment A/C  Dr
Loss on issue of debenture A/C Dr.
To 12% _debenture AlIC 4000000
To premium on red. of debenture A/c 400000
(Being the issue of 40,000, 12% debenture of
Rs. 100 each at a discount of 5% and repayable
at a premium 10%)

38,00,000
6,00,000

Pro Ltd. purchased assets of rs. 9,90,000 from Poorv Ltd. Payment was made by issuing 13%
Debentures of rs 100 each. Pass journal entries when debentures have been issued (i) at par, (ii)
at a premium of 10%, and (iii) at a discount of 10%, including writing off discount on issue of
Debentures.

ANS:
Date Particulars L.F. X (Dr) X (Cr)
Sundry Assets A/c 9,90,000
Dr 9,90,000
To Poorv Ltd.

(Sundry assets purchased from Poorv

(i) | Ltd. for 9,90,000)

Poorv Ltd. Dr 9,90,000
To 13% Debentures A/c 9,90,000

(Allotment of 9900; Debentures of rs 100

each at par to Poorv Ltd.)

(i1) | Poorv Ltd. Dr 9,90,000
To 13% Debentures A/c 9,00,000
To Securities Premium A/c 90,000

(Allotment of 9000; Debentures of rs 100
each at premium to Poorv Ltd.)

(i) | Poorv Ltd. Dr 9,90,000
Discount on Issue of Debenture A/c Dr 1,10,000
To 13% Debentures A/c 11,00,000

(Allotment of 11000; Debentures of rs
100 each at a discount of 10% to Poorv
Ltd.)

(Allotment of 9000; Debentures of rs 100
each at premium to Poorv Ltd.)
Statement of Profit and Loss Dr 1,10,000

To Discount on Issue of Debenture A/c 1,10,000
(Discount on issue of debentures w/off)

Pass journal entries for the issue of 1,000, 12% Debentures of X100 each in the following cases:
(i) At par, redeemable at par
(if) At adiscount of 10%, redeemable at par
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(iii) At par, redeemable at a premium of 5%

ANS:
(i) At par, redeemable at par
Bank A/c Dr.  1,00,000
To 12% Debentures A/c 1,00,000

(Being 1,000 debentures issued at par, redeemable at par)
(it) At adiscount of 10%, redeemable at par

Bank A/c Dr. 90,000
Discount on Issue of Debentures A/c Dr. 10,000
To 12% Debentures A/c 1,00,000

(Being 1,000 debentures issued at 10% discount, redeemable at par)
(iii) At par, redeemable at a premium of 5%

Bank A/c Dr. 1,00,000
Loss on Issue of Debentures A/c Dr. 5,000
To 12% Debentures A/c 1,00,000

To Premium on Redemption of Debentures A/c 5,000
(Being 1,000 debentures issued at par, redeemable at 5% premium)

Dona Ltd. issued Rs. 80,00,000, 8% debentures of 100 each on 1st April, 2023 at par,
redeemable at a premium of 5%. The company had 3,00,000 in its Securities Premium Account.
Givejournal entriesin the books of Dona Ltd. relating to the:
(1) Issue of Debentures.
(ii) Debenture interest for the year ending 31st March, 2024 assuming that interest was paid
yearly on 31st March.
(iii) Writing off Debenture Interest and Loss on Issue of Debentures.
ANS:
Journal of Dona Ltd.
Date Particulars LF| Dr.(3) Cr.(%)
2023 Bank A/c Dr 80,00,000
April To Debentures application & Allotment 80,00,000
1 Alc
(Application money received on 80,000
Debentures)
Debentures application and Allotment A/c Dr 80,00,000
Loss on issue of Debentures A/c Dr 4,00,000
To 8% Debentures A/c 80,00,000
To premium on Red. of Debentures A/c 4,00,000

(Application money transferred to
debentures a/c)

2024 Debentures Interest A/c Dr. 6,40,000
March To Debenture Holders” A/c 6,40,000
31 (Interest on debentures due)

Debenture Holders A/c Dr. 6,40,000
ToBank Alc 6,40,000
(Interest paid to debenture holders)

Statement of Profit and Loss Dr. 6,40,000

To Debentures’ Interest A/c 6,40,000
(being the interest on debentures transferred
to statement of profit and 10ss)
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Securities Premium A/c

Statement of Profit and Loss Dr
To Losson Issue of Debentures A/C

(Loss on Issue of Debentures written off)

Dr 3,00,000
1,00,000
4,00,000

Pass the journal entries related to the issue of debenturesin the following cases.
(i) Issued X2,00,000 9% debentures of ¥ 100 each at a discount of 10% payable at a
premium of 15%.
(i) Issued X1,00,000 12% debentures of X 100 each with a premium of 10%, payable at

apremium of 5%

(i) Issued 3,00,000 9% debentures of X 100 each at par and payable at a premium of 5%.

ANS:

(i)

Bank A/c

To Debenture Application and allotment A/c
(Application Money Received on 9% Debentures)

Dr 1,80,000
1,80,000

Debentures Application and Allotment A/c Dr
Loss on issue of Debentures A/c Dr
Discount on Issue of Debentures A/c Dr

To 9% debentures A/c

To Premium on Redemption of Deb A/c
(Application money transferred to Debentures A/c)

1,80,000
30,000
20,000
2,00,000
30,000

(i1)

Bank A/c

To Debenture Application and allotment A/c
(Application Money Received on 12 %

Debentures)

Dr. 1,10,000
1,10,000

Debentures Application and Allotment A/c Dr
Loss on issue of Debentures A/c Dr

To 9% debentures A/c

To Securities Premium A/c
To Premium on Redemption of Deb A/c
(Application money transferred to Debentures A/c)

1,10,000
5.000
1,00,000
10,000
5,000

(i)

Bank A/c

To Debenture Application and allotment A/c
(Application Money Received on 9% Debentures)

Dr. 3,00,000
3,00,000

Debentures Application and Allotment A/c Dr
Loss on issue of Debentures A/c Dr

To 9% debentures A/c

To Premium on Redemption of Deb A/c
(Application money transferred to Debentures A/c)

3,00,000
15,000
3,00,000
15,00,000

On 1st April 2023 Rama limited issued 20000 7% debentures of rupees 100 each at a discount
of 5%, redeemable at premium after 5 years. The company had a balance of rupees 70000 in

Securities Premium Account.

Pass necessary journal entries for issue of debentures and for writing off ‘Discount on Issue of
debentures’ utilising Securities Premium Account at the end of the first year itself. Also prepare
Discount on Issue of Debenture Account for the year ended 31st March 2024

Solution:

Journal

| Date |

Particulars

[LF| 20On | 2(Cn |
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2023 | Bank A/c Dr 19,00,000
April, To Debentures Application and Allotment A/c 19,00,000
1 (Being application money received for 20,000; 8%
debentures)
Debentures Application and Allotment A/c Dr 19,00,000
' Discount on Issue of debentures A/c Dr 1,00,000
April, To 8% Debentures A/c 20,00,000
1 (Being 20,000; 8% debentures of Rs 100 each
issued at 5% discount)
Securities Premium A/c Dr 70,000
Statement of Profit and Loss Dr 30,000
2024 To Discount on Issue of Debentures A/c 1,00,000
:l\g/llarch, (Being discount on issue of debentures written off)

Dr. Discount on Issue of Debentures A/c Cr.
Date Particulars Amt. Date Particulars Amt.
2023 | To 8% Debentures A/c | 1,00,000 | 2024 | By Securities Premium 70,000

April, 1 March, | Alc
31 By Statement of Profit and | 30,000
Loss
1,00,000 1,00,000

Givejournal entriesin each of the following cases if the face value of a

debentureis Rs.100:
(i) 20000, 9% debentures issued at a premium of 5% and repayable at a premium of 10%.
(i) 10000, 11% debentures issued at discount of 10% and repayable at a premium of 5%.
(111)30000, 8% debentures issued at par and repayable at a premium of 5%.

Solution;

Case 1.
(i) Bank A/c Dr.  21,00,000
To Debenture Application & Allotment A/c 21,00,000
(Application Money Received on 9% Debentures)
(ii) Debenture Application & Allotment A/c Dr 21,00,000
Loss on issue of Debentures A/c Dr 2,00,000
To 9%Debentures A/c 20,00,000
To Securities Premium A/c 1,00,000
To Premium on Redemption of Debentures A/c 2,00,000
(Application money transferred to Debentures A/c)
Case 2.
) Bank A/c Dr.  9,00,000
To Debenture Application & Allotment A/c 9,00,000
(Application Money Received on 11% Debentures)
(i)  Debenture Application & Allotment A/c Dr 9,00,000
Loss on issue of Debentures A/c Dr 1,50,000
To 11%Debentures A/c 9,00,000
To Premium on Redemption of Debentures A/c 1,50,000

(Application money transferred to Debentures A/c)

Case 3.

()  Bank Alc Dr.  30,00,000
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(i1)

To Debenture Application & Allotment A/c 30,00,000

(Application Money Received on 8% Debentures)

Debenture Application & Allotment A/c Dr 30,00,000

Loss on issue of Debentures A/c Dr 1,50,000
To 8%Debentures A/c 30,00,000
To Premium on Redemption of Debentures A/c 1,50,000

(Application money transferred to Debentures A/c)

WORKSHEET-1

TIME: 45 MINUTES MM: 20
SR QUESTION MARKS
1 CBSE BOARD QP 67/1/1 (2024) 1
Assertion (A): Irredeemable debentures are also known as
perpetual debentures.
Reason (R): the company does not give any undertaking for the
repayment of money borrowed by issuing such debentures. They
are repayable on the winding up of the company or on the expiry of
along period.
(A) Both A and R aretrue, and R is the correct explanation of A.
(B) Both A and R aretrue, but R is not the correct explanation of A.
(C) Alistrue, but R isfalse.
(D) A isfalse, but Ristrue.

2 CBSE BOARD QP 67/2/1 (2024) 1
On 1% April, 2022, Mega Ltd. issued 30,000, 10% debentures of Rs
100 each at a discount of 10%. The total amount of interest due on
debentures for the year ending 31% March, 2023 will be:
(A)2,70,000 (B)3,00,000 (C)27,000 (D) 30,000

3 CBSE BOARD QP 67/2/1 (2024) 1
Misha Ltd. issued 6,000, 8% debentures of Rs 100 each at Rs. 96 per
debenture. 8% Debentures Account will be credited by:
(A)5,76,000 (B) 24,000 (C) 6,00,000 (D) 60,000

4 CBSE BOARD QP 67/3/1 (2024)
The debentures which do not carry a specific rate of interest are
called:
(A)Zero Coupon Rate Debentures  (B) Specific Coupon Rate
Debentures (C) Unsecured debentures (D) Secured Debentures

5 CBSE BOARD QP 67/1/1 (2025) 3
Prime Ltd. took over assets of Rs. 6,00,000 and liabilities of Rs.
1,00,000 of Rabi Ltd. pad the purchase consideration of Rs.
3,60,000. Prime Ltd. issued 10% debentures of Rs. 100 each at a
discount of 10% in full satisfaction of purchase consideration. Pass
necessary journal entriesin the books of Prime Ltd.

6 CBSE BOARD QP 67/7 /1 (2025) 3
Roshni Ltd. purchased machinery worth 1,98,000 from Prakash Ltd.
The purchase consideration was paid by issue of 8% debentures of
100 each at 10% discount. (i) Calculate the number of debentures
issued. (ii) Pass necessary journal entries for purchase of machinery
and issue of debentures.

7 CBSE BOARD QP 67/7 /1 (2025) 4
Pass necessary journal entries in the books of RR Ltd. for issue of
debentures in the following cases :
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(1) Issued 9,000, 9% debentures of 100 each at a discount of
10%, redeemable at a premium of 5% after 5 years.

(i) (i) Issued 5,000, 11% debentures of 100 each at a premium
of 10%, redeemable at a premium of 5% after 5 years.

8 CBSE BOARD QP 67/4 /1 (2025) 6
Romerio Ltd. issued Rs. 80,00,000, 8% debentures of 100 each on 1st
April, 2023 at par, redeemable at a premium of 5%. The company
had 3,00,000 in its Securities Premium Account. Give journal entries
in the books of Dona Ltd. relating to the:

(i) Issue of Debentures.

(ii) Debenture interest for the year ending 31st March, 2024 assuming
that interest was paid yearly on 31st March.

(iii) Writing off Debenture Interest and Loss on Issue of Debentures.

HINTS FOR QUESTION PAPERS

SR Hints
No.

5 | Capital Reserve- 1,40,000; Rabi Ltd.-3,60,000; Discount on Issue of Debentures-40,000

6 | Prakash Ltd.-1,98,000; Discount on Issue of Debentures-22,000

7 | (i)Losson issue of Debentures A/c 1,35,000

(i1) Securities Premium A/c 50,000; Premium on Redemption of Debentures A/c 25,000
8 Loss on Issue of debentures A/c 4,00,000; Interest on debentures Rs. 6,40,000; Statement of
Profit and Loss A/c 30,000
WORKSHEET-2
SR QUESTION MARKS
NO.

1 CBSE BOARD PAPER 67/4/1 (2025) 1
On 1% April, 2024, Bright Ltd. issued 20,000, 11% debentures of Rs. 100 at a
premium of 10%, redeemable at a premium of 10%. Loss on issue of debentures
was:

(A)2,00,000 (B) 4,00,000 (C) 20,00,000 (D) 40,00,000

2 CBSE BOARD PAPER 67/1/3 (2023) 1
Which of the following statement isincorrect ?

(A)Interest on debentures is a charge and not an appropriation.
(B)Debentures can be issued at discount.
(C)Debentureholders do not have voting rights.
(D)Debentures cannot be converted into shares.

3 CBSE BOARD PAPER 67/3/1 (2023) 1
Sunbea Ltd. issued 20,000, 11 % debentures of Rs. 100 each at a premum of 10%,
redeemable at a premium of 5%. The loss on issue of debenture will debuted by:
(A)3,00,000 (B) 2,00,000 (C) 1,00,000 (D) 22,00,000

4 CBSE BOARD PAPER 67/1/1 (2023) 1
Maira Ltd. took over assets of Rs. 12,00,000 and liabilities of Rs. 4,00,000 of
Subasv Ltd. for an agreed purchase consideration of Rs. 9,00,000. The amount was
payable by issuing of 11% debentures of Rs. 100 each at a discount of 10%. The
number of debentures issued will be:

(A)9,000 (B) 10,000 (C) 8,000 (D) 11,000
5 CBSE BOARD PAPER 67/4/1 (2025) 3

Sunlock Ltd. purchased assets of book value Rs. 50,00,000 and took over liabilities
of Rs. 6,00,000 from Moondock Ltd. It paid the purchase consideration by issue of
46,000 8% debentures of Rs. 100 each at a discount of 10%.
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Record the journal entriesin the book of Sunlock Ltd.

CBSE BOARD PAPER 67/3/1 (2024)

Sumi Ltd. acquired assets of Rs. 8,00,000 and took over sundry creditors of Rs.
2,00,000 from Pandora Ltd. for a purchase consideration of Rs. 9,00,000. The
payment was made by issuing a cheque of Rs. 4,60,000 and remaining by issue of
9% debentures of Rs. 100 each at a premium of 10%. Pass necessary journal entries
for the above transactions in the book of Sumi Ltd.

CBSE BOARD PAPER 67/7/2 (2025)
Pass the journa entries for issue of debentures in the books of RN Ltd. for the
following transactions:
(i) Issued 1,000, 10% debentures of X 100 each at 5% premium, redeemable at a
premium of 10% after 5 years.
(i1) Issued 5,000, 10% debentures of X 100 each at a premium of 10%,
redeemable at par after 5 years.

CBSE BOARD PAPER 67/2/1 (2024)

Pass the journal entries for issue of debentures for the following transactions:
(HKaa Ltd. issued 30,000 11% debentures of X 100 each at a discount of 10%,
redeemable at a premium of 5%.

(i)Ninja Ltd. issued 32,000 8% debentures of X 100 each with a premium of 20%,
redeemable at a premium of Rs10 per debenture.

(if1)Him Ltd. issued 40,000 13% debentures of X 100 each at par and redeemable at
apremium of 10%.

Hints:

Sr No

Hints

(62}

Capital Reserve-2,60,000; Discount on Issue of Debentures-4,60,000

(0]

Goodwill-3,00,000; Securities Premium -40,000; Pandora Ltd.- 9,00,000

\l

(i)Premium on redemption-10,000
(ii) Securities Premium-50,000

(i)Loss on Issue of Debentures-4,50,000; Premium on redemption-1,50,000
(i) Loss on Issue of Debentures-3,20,000; Premium on redemption-3,20,000
(iii) Loss on Issue of Debentures-4,00,000; Premium on redemption-4,00,000
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CHAPTER-9
ANALYSISOF FINANCIAL STATEMENTS,
COMPARATIVE AND COMMON SIZE STATEMENTS

Meaning of Financial Statements:

Financial statements are prepared following the accounting principles, practices and the accounting
standards.

Section 129 of the Companies Act, 2013 prescribes that Balance Sheet and Profit & Loss Account (Income
Statement) are prepared in form prescribed in schedule 111 of the Companies Act, 2013.

A set of financial statements as per Section 2(40) of the Companies Act, 2013 includes:

(1) Balance Sheet: It showsthe financial position of abusiness at a point of time. It is also known as
Position Statement.

(2) Statement of Profit & Loss. It shows the financial performance during an accounting period. It isalso
known as | ncome Statement.

(3) Notesto Accounts. Balance sheet and Statement of Profit & Loss are supported by the notes giving
details of items in the Balance Sheet and Statement of Profit & Loss.

(4) Cash Flow Statement: It isastatement of Cash Inflows and Outflows prepared in the manner
prescribed in AS-3 (revised).

Natur e of Financial Statements:

The chronologically recorded facts about events expressed in monetary terms for a defined period of time
are the basis for the preparation of periodical financial statements which reveal the financial position as on
adate and the financial results obtained during a period.

The following points explain the nature of financia statements:

1. Recorded Facts 2. Accounting Conventions

3. Postulates (A ccounting Assumptions) 4. Persona Judgments

Uses and I mportance of Financial Statements:

It may be noted that the financial statements constitute an integral part of the annual report of the company
in addition to the director’s report, auditor’s report, corporate governance report, and management
discussion and analysis. The various uses and importance of financia statements are as follows:

1. Report on stewardship function 2. Basisfor fiscal policies

3. Basisfor granting of credit 4. Basis for prospective investors

5. Guide to the value of the investment already made 6. Aids trade associations in helping their
members

7. Helps stock exchanges

User s of financial information from financial statements:

Internal Users:

Management, Employees and Owners

External Users:

Investors, Creditors (Lenders), Government Authorities, Potential Investors and Suppliers.
Operating Cycle:

As per schedule III of the Companies Act, 2013 “It is the time between the acquisition of an asset for

processing and its realization into cash and cash equivalents.”
Where operating cycle cannot be identified, it is assumed to be 12 months.
Cost of Material Consumed= Opening Inventory of Materials + Purchases of Materials — Closing
Inventory of Materials.
FORMAT OF STATEMENT OF PROFIT AND LOSS
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Statement of Profit and Loss (Part 11, Schedule I 11 of Companies Act, 2013)

Particulars

Note
No.

Current
Year )

Previous
Year <)

I. Revenue from Operations
[1. Other Incomes

[11. Total Revenue (I+11)
V. Expenses

Cost of Materials Consumed
Purchases of Stock-in Trade
Changesin Inventories
Employees Benefit Expenses
Finance Costs

Depreciation and Amortisation Expenses
Other Expenses

Total Expenses

V. Profit before Tax (I111-1V)
VI. Less: Tax

VII. Profit or Lossfor the Period after Tax (V-VI)

FORMAT OF STATEMENT OF BALANCE SHEET
Balance Sheet (Part I, Schedule 1l of Companies Act, 2013)

Particulars

Note
No.

Current
Year <)

Previous
Year )

I.EQUITY AND LIABILITIES:

1. Shareholder’s Funds

(@) Share Capita

(b) Reserves and Surplus

(c) Money received against share warrants
2. Share Application Money pending allotment
3. Non-current Liabilities

(a) Long-term Borrowings

(b) Deferred Tax Liabilities (Net)

(c) Other Long-term Liabilities

(d) Long-term Provisions

4. Current Liabilities

(a) Short-term Borrowings

(b) Trade Payables

(c) Other Current Liabilities

(d) Short-term Liabilities

Total

[I.ASSETS

1. Non-Current Assets

(a) Property, Plant and Equipment and Intangible Assets:
() Property, Plant and Equipment
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(i) Intangible Assets

(ii1) 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

(@) Current Inventories

(b) Inventories

(c) Trade Receivables

(d) Cash and Cash Equivaents

(e) Short-term Loans and Advances
(f) Other Current Assets

Total

Financial Statement Analysis
M eaning: The process of critical evaluation of the financial information contained in the financial
statements in order to understand and make decisions regarding the operations of the firmis called
‘Financial Statement Analysis’.
Objectives and Significance of financial statement analysis

(1) Assessfinancial health (2) Evauate profitability (3) Predict future performance
(4)Allocate resources efficiently (5) Identify operational efficiency  (6) Assess risk exposure

(7) Evauate investment opportunities (8) Support strategic planning (9) Fecilitate regulatory
compliance

(10) Enhance stakeholder communication

Limitations of financial statement analysis

(1) Historical Analysis (2) Ignores Price Level Changes (3) Ignores Qualitative Aspect
(4) Suffers from the limitations of financial statements (5) Not free from personal bias
(6) Variation in Accounting Practices(7) Window Dressing

Toolsfor Financial Statement Analysis

The most commonly used techniques of financial analysis are as follows:

1. Comparative Statements: Thisanalysisisaso known as ‘Horizontal/Dynamic/Time series
Analysis’.

2. Common Size Statements: Thisanalysisis also known as ‘Vertical/Static/Cross-Sectional Analysis’.
3. Ratio Analysis: It is possible to assess the profitability, solvency and efficiency of an enterprise through
the technique of ratio analysis.

4. Cash Flow Analysis: It refersto the analysis of actual movement of cash into and out of an
organisation. The flow of cash into the businessis called as cash inflow or positive cash flow and the flow
of cash out of the firmis called as cash outflow or a negative cash flow.

MAJOR HEAD AND SUB-HEAD

I[tems Major Head Sub Head

Work-in-Progress Current Assets Inventories
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Cdls-in-Advance

Current Liabilities

Other Current Liabilities

Mining Rights Non-current Assets Property, Plant and Equipments-
Intangible Assets
Trade Receivables Current Assets Trade Receivables
Provision for Tax Current Liabilities Short-term Provisions
Goodwill Non-current Assets Property, Plant and Equipments-
Intangible Assets
Loose Tools Current Assets Inventories
Accrued Income Current Assets Other Current Assets

Current maturities of long-term
debts

Current Liabilities

Other Current Liabilities

Furniture and Fixtures

Non-Current Assets

Property, Plant and Equipment-
Fixed Assets

Provision for Warranties

Current Liabilities

Short-term Provisions

Income received in advance

Current Liabilities

Other Current Liabilities

Capital Advances

Non-Current Assets

Other Non-Current Assets

Advances recoverablein cash
within the operating cycle

Current Assets

Other Current Assets

Capital Work-in-Progress

Non-current Assets

Property, Plant and Equipment-
Work-in-Progress

Outstanding Expenses

Current Liabilities

Other Current Liabilities

Mining Rights Non-current Assets Property, Plant and Equipment-
Intangible Assets
Trade Receivables Current Assets Trade Receivables
Debenture Redemption Reserve Shareholder’s Fund Reserves & Surplus
Trademark Non-current Assets Property, Plant and Equipment-
Intangible Assets
Stores and Spares Current Assets Inventories
Prepaid Expenses Current Assets Other Current Assets
Heads of Statement of P/L
Items Major Head

Sale of Product

Revenue from operation

Salaries and wages

Employees benefit expenses

Goodwill amortized Depreciation
Rent recelved Other income
Interest income Other income
Interest paid on Debentures Finance costs

Multiple Choice Questions (1 M ar k Each)

1 If the Operating Cycle cannot be identified, it is assumed to be a period of -
(b) 11 Months

(a) 10 Months

(c) 9 Months

(d) 12 Months

2. Assertion (A): Common-size Balance Sheet is not avertical analysis of Balance Sheet.
Reason (R): In Common-size Balance Shest, total assets valueis taken as 100 and all other
values of Assets, Equity and Liabilities are expressed as percentage of Total Assetsvalue.
(a) Both Assertion (A) and Reason (R) are correct but Reason (R) is not the correct
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explanation of the Assertion (A).

(b) Both Assertion (A) and Reason (R) are correct and Reason (R) is the correct explanation
of the Assertion (A).

(c) Both Assertion (A) and Reason (R) are not correct.

(d) Assertion (A) is not correct but Reason (R) is correct.

Comparative Statements are also known as
(@) Time Series Analysis (b) Cross Sectional Analysis
(c) Vertical Analysis (d) None of the above

What is the purpose of a comparative financia statement analysis?
(a) To compare acompany's performance over time.

(b) To compare a company's performance with its competitors.

(c) To understand the company's overall financial position.

(d) All of the above.

Which of the following is NOT alimitation of financial statement analysis?
(a) Historical data may not reflect future performance

(b) Financial statements can be manipulated

(c) Analysisrelies solely on quantitative data

(d) Different accounting methods can be used by different companies

Under which of the following head/subhead is ‘Calls in arrears’ presented in the Balance
Sheet of a Company?

(a) Reserves and Surplus (b) Other Long-term Liabilities

(c) Share Capital (d) Current Liabilities

A contingent liability is reported as:
(& A current liability (b) A non-current liability
(c) A footnote in the financial statements  (d) An asset

In a common-size balance sheet, each item is expressed as a percentage of:
(@) Current assets, (b) Non-current assets,
(c) Non-current liabilities, (d) Total assets, and Answer

What is the main purpose of preparing a common size balance sheet?

(a) To compare the financial performance of a company over different periods

(b) To assess the financia health of acompany by analyzing the proportions of its assets,
liabilities, and equity

(c) To calculate the profitability of a company

(d) To determine the solvency of a company

10.

Assertion (A): Intangible Assets are the Assets which do not have physical existence.
Reason (R): Intangible Assets are shown under the head ‘Current Assets’ and Sub-head
‘Other-current Assets.’

(a) Both Assertion (A) and Reason (R) are correct but Reason (R) is not the correct
explanation of the Assertion (A).

(b) Both Assertion (A) and Reason (R) are correct and Reason (R) is the correct explanation
of the Assertion (A).

(c) Only Assertion (A) is correct.

(d) Assertion (A) is not correct but Reason (R) is correct.

Answers:
1Hd 2d (3a @4d (B)c (B)c (7)c (Bd (9b (10c
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Short Answer Type Questions (3/4 Marks Each)

1 Prepare Comparative Statement of Profit & Loss from the following information:
Particulars 31% March, | 31¥ March,
2025 ) 2024 )
Revenue from Operations 15,00,000 10,00,000
Other Income 1,80,000 2,00,000
Expenses 10,50,000 6,00,000
Ans, Compar ative Statement of Profit & Loss
Particulars Note 31 31 Absolute %
No. March, March, Change | Change
2024 %) | 2025 () ®)

|. Revenue from Operations 10,00,000 | 15,00,000 | 5,00,000| 50%

[1. Other Income 2,00,000 | 1,80,000 (20,000) | (10%)

[11. Total Revenue (1+l1) 12,00,000 | 16,80,000 | 4,80,000| 40%

V. Expenses 6,00,000 | 10,50,000 | 4,50,000| 75%

V. Profit before Tax (111-1V) 6,00,000 | 6,30,000 30,000 5%

2. Under which heads the following items are classified or shown on the Assets part of the
Balance Sheet of acompany:
(i) Loose Tooals, (ii) Bills Receivable, (iii) Sundry Debtors, and (iv) Advances Recoverablein

Cash?
Ans, ltems Major Head Sub-Head
(i) Loose Toals: Current Assets; Inventories
(i) Bills Receivable: Current Assets; Trade Receivables
(iii) Sundry Debtors: Current Assets: Trade Receivables
(iv) Advances Recoverable in Cash: Current Assets. Short-term Loans and Advances

3. From the following balance sheets of XYZ Ltd. as on 31st March 2024 and 31st March 2025,
prepare a Comparative Balance Sheet:

Particulars 31st March 2024 ) 31st March 2025 (%)
Equity Share Capital 500000 600000
Reserves and Surplus 100000 150000
Long-term Loans 200000 250000
Creditors 100000 80000
Bills Payable 50000 40000
Cash 60000 70000
Debtors 90000 110000
Inventory 100000 130000
Land and Building 600000 710000
Particulars Note 31st 3lst Absolute %
Ans. No. March | March | Change
2024 3) | 2025 ) ®) Change
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I.EQUITY AND LIABILITIES
1. Shareholder’s Fund
Equity Share Capital 500000 | 600000 | 100000 20%
Reserves and Surplus 100000 | 150000 50000 50%
2. Non-Current Liabilities
Long-term Loans 200000 | 250000 50000 25%
3. Current Liabilities
Creditors 100000 | 80000 (20000) (20%)
Bills Payable 50000 40000 (10000) 20%
Total 950000 | 1120000 | 170000 | 17.89%
[I.ASSETS
1. Non-Current Assets
Land and Building 600000 | 710000 | 110000 | 18.33%
2. Current Assets
Cash 60000 70000 10000 16.67%
Debtors 90000 | 110000 20000 22.22%
Inventory 200000 | 230000 30000 15%
Total
950000 | 1120000 | 170000 | 17.89%
4. From the following information of PK Ltd. Prepare a common size statement of Profit &
Loss for the year ended 31% March, 2023 and 31% March, 2024:
Particulars 2023-24 2022-23
Revenue from Operations 10,00,000 5,00,000
Other Incomes 1,00,000 50,000
Expenses 2,00,000 1,00,000
Income Tax @50%
Ans, Common Size Statement of Profit and Lossof PK Ltd.
For theyear ended 31% March 2023 and 31% March 2024
Particulars 2022-23 2023-24 % on % on
Revenue Revenue from
from operations
operations 2023-24
2022-23
I. Revenue from Operations 5,00,000 | 10,00,000 100 100
[1. Other Income 50,000 1,00,000 10 10
Total Revenue (1+11) 5,50,000 | 11,00,000 110 110
Less: Expenses 1,00,000 2,00,000 20 20
Profit before Tax 4,50,000 9,00,000 90 90
Less: Tax@50% 2,25,000 | 4,50,000 45 45
Profit after Tax 2,25,000 | 4,50,000 45 45
5. (i) The statement that shows changesin all items of financial statementsin absolute and

percentage terms over a period of time, for afirm, or between two firmsis called
(b) Comparative Statement

(d) Financial Statement

(it) Which of the following is not a purpose of analysis of financial statements?
(a) To assess the current profitability and the operational efficiency of the firm.
(b) To ascertain the relative importance of different components of financial position of the

(&) Common Size Statement
(c) Cash Flow Statement

firm.
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(c) Tojust study the reports of the company.
(d) Tojudge the ability of the firm to repay its debt.

(i) The statement which expresses all items of afinancia statement as a percentage of some

common baseis .
(a) Comparative Statement
(c) Statement of Profit and Loss

(b) Common Size Statement
(d) Position Statement

Ans. (i) (8 Common Size Statement (ii) (c) Tojust study the reports of the company.
(iii) (b) Common Size Statement
6. From the following information, prepare a Comparative Statement of Profit and Loss of X
Ltd. for the year ended 31% March, 2024:
Particulars 2023-24 2022-23
Revenue from Operations %40,00,000 %20,00,000
Cost of revenue from operations 60% of Revenue 50% of Revenue from
from Operations Operations
Employees Benefits Expenses 8,00,000 %6,00,000
Tax Rate 25% 25%
Ans. Compar ative Statement of Profit and L oss
Particulars 2022-23 2023-24 Absolute | % Change
Change
I. Revenue from Operations 20,00,000 | 40,00,000 20,00,000 100
Cost of revenue from operations 10,00,000 | 24,00,000 14,00,000 140
Employees Benefit Expenses 6,00,000 | 8,00,000 2,00,000 33.33
Il. Total Expenses 16,00,000 | 32,00,000 16,00,000 100
Profit before Tax (1-11) 4,00,000 | 8,00,000 4,00,000 100
Less. Tax@25% 1,00,000 | 2,00,000 1,00,000 100
Profit after Tax 3,00,000 | 6,00,000 3,00,000 100
7. Prepare a common size balance sheet of ZXT Ltd. from the following information:
Particulars Note 31.03.2024 31.03.2023
No.
|. Equity and Liabilities
1. Shareholders’ Fund
Share Capital 30,00,000 10,00,000
2. Non-Current Liabilities
Long-Term Borrowings 16,00,000 8,00,000
3. Current Liabilities 4,00,000 2,00,000
Total 50,00,000 20,00,000
Il. Assets
1. Non-Current Assets
Property, Plant and Equipment and Intangible 30,00,000 14,00,000
Assets
2. Current Assets
Inventory 20,00,000 6,00,000
Total 50,00,000 20,00,000
Ans, Common Size Balance Sheet of ZXT Ltd.
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Asat 31.03.2023 and 31.03.2024

Particulars Note Absolute Amount % of Total
NO. 731032023 | 31.032024 | 31032023 | 31.03.2024
|. Equity and Liabilities
1. Shareholders’ Fund
Share Capital 10,00,000 30,00,000 50 60
2. Non-Current Liabilities
Long-Term Borrowings 8,00,000 16,00,000 40 32
3. Current Liabilities 2,00,000 4,00,000 10 8
Total 20,00,000 50,00,000 100 100
[l. Assets
1. Non-Current Assets
Property, Plant and 14,00,000 30,00,000 70 60
Equipment and Intangible
Assets
2. Current Assets 6,00,000 20,00,000 30 40
Inventory 20,00,000 50,00,000 100 100
Total
8. Complete the Comparative Statement of Profit and Loss:
Particulars 2022-23 2023-24 Absolute %
Change Change
Revenue from Operations 16,00,000 | 20,00,000 ? ?
Less: Employee Benefit Expenses 8,00,000 ? ? 25
Less: Other Expenses 2,00,000 ? (1,00,000) ?
Profit before Tax 6,00,000 ? ? 50
Less: Tax@30% ? ? 90,000 ?
Profit after Tax 4,20,000 ? 2,10,000 ?
Ans, Particulars 2022-23 2023-24 Absolute | % Change
Change
Revenue from Operations 16,00,000 | 20,00,000 | 4,00,000 25
Less: Employee Benefit Expenses 8,00,000 10,00,000 | 2,00,000 25
Less: Other Expenses 2,00,000 1,00,000 | (1,00,000) 50
Profit before Tax 6,00,000 9,00,000 | 3,00,000 50
Less: Tax@30% 1,80,000 2,70,000 90,000 50
Profit after Tax 4,20,000 6,30,000 | 2,10,000 50
9. State giving reason whether Trade Payables are classified as Current Liabilities or Non-

Current Liabilities in the Balance Sheet of acompany as per Schedule 111 of the Companies

Act, 2013 in the following cases:

Case Operating Cycle Period Expected Payment
(Months) Period (Months)
1 10 8
2 10 12
3 11 13
4 14 13
5 15 16
6 9 12
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Ans.

Case Current/Non- Reason
Current Liabilities
1 | Current Liabilities Operating Cycle is more than the period of payment.

2 | Current Liabilities Payment Period is more than the period of Operating Cycle
and equal to 12 months from the date of Balance Sheet.

3 | Non-Current Payment Period is more than the period of Operating Cycle
Liabilities and after 12 months from the date of Balance Sheet.

4 | Current Liabilities Operating Cycle is more than the period of payment.

5 | Non-Current Payment Period is more than the period of Operating Cycle
Liabilities and after 12 months from the date of Balance Sheet.

6 | Current Liabilities Payment Period is more than the period of Operating Cycle
and equal to 12 months from the date of Balance Sheet.

10. From the following information, compute the amount to be shown in Note to Accounts on
Employees Benefit Expenses:

Wages %2,70,000; Salaries X3,60,000; Bonus 52,500; Staff Welfare Expenses 330,000 and
Business Promotion Expenses 325,000

Ans. | Employees Benefit Expenses= Wages+ Salaries+ Bonus+ Staff Welfare Expenses
=32,70,000+%3,60,000+352,500+%30,000
=37,12,500

Work-Sheet | (20 Marks)
(1) When an analyst analysis the financial statements of an enterprise over a number of years, the analysis
iscaled anaysis.
(a) Static (b) External (c) Horizontal (d) Vertica 1

(2) ‘Freedom to Choose of method of depreciation’ refers to which limitation of financial statement
anaysis.

(a) Historical analysis. (b) Qualitative aspect ignored.

(c) Not free from bias. (d) Ignore Price level Changes. 1

(3) Which of the following tools of analysis of financia statements indicate the trend and direction of

financial position and operating results is............. ?
(a) Comparative Statements (b) Common-size Statements
(c) Ratio Analysis (d) cash Flow Analysis 1

(4) Which of the following is not a limitation of ‘Analysis of Financial Statements’?

(@) Itisjust astudy of the reports of the company.

(b) It does not consider price level changes.

(c) It ascertains the relative importance of different components of the financial position of the firm.

(d) It may be misleading without the knowledge of the changes in accounting procedures followed by a
firm. 1

(5) Which of the following is not a part of Finance Cost (in statement of profit and 10ss)?
(a) Bank Charges (b) Interest Paid on Debentures
(c) Interest Paid on Public Deposits (d) Loss on Issue of Debentures 1
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(6) Find the heads and sub-heads under which the following items will appear in the balance sheet of a

company as per Schedule 11, Part | of Companies Act, 20137

a) Furniture and Fixture b) Advance paid to contractor for building under construction
c) Accrued Income d) Loans repayable on demand to Bank

€) Employees earned | eaves payable on retirement

f) Employees earned |eaves encashable 3
(7) From the following information, prepare a Comparative Statement of Profit and Loss of Smart Ltd: 3
Particulars 2023-24 2022-23
Revenue from Operations 24,00,000 20,00,000
Cost of Materias consumed 6,00,000 4,00,000
Employee Benefit Expenses 4,00,000 2,00,000
Income Tax @50%
(8) Explain Importance of financial statement analysis for management. 3
(9) From the given Balance Sheet of Moonlight Ltd., Prepare acommon size Balance Sheet: 3
Balance Sheet of Moonlight Ltd. asat 31% March, 2023
Particulars Note No. 31.03.2024 31.03.2023

|. Equity and Liabilities
1. Shareholders’ Fund
() Share Capital 12,00,000 5,00,000
2. Non-Current Liabilities
(8) Long-Term Borrowings 2,00,000 3,00,000
3. Current Liabilities 6,00,000 2,00,000

Total 20,00,000 10,00,000
Il. Assets
1. Non-Current Assets
(a) Property, Plant and Equipment and 14,00,000 7,00,000
Intangible Assets
2. Current Assets
(a) Trade Receivables 4,00,000 2,50,000
(b) Inventory 2,00,000 50,000

Total 20,00,000 10,00,000
(10) From the following information related to statement of profit and loss of Moon Ltd., for the years
ended 31st March 2020 and 2021, prepare a comparative statement of profit and loss: 3
Particulars Note no. 2020-21 2019-20
Revenue from operations 20,00,000 16,00,000
Employee benefits expenses 10,00,000 8,00,000
Other expenses 1,00,000 2,00,000
Tax rate 40% 40%
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Answers (Worksheet-1)
(2) (c) Horizontad (2) (c) Not freefrom bias.  (3) (@) Comparative Statements (4) (o) It
ascertains the relative importance of different components of the financial position of the firm.
(5) (a) Bank Charges

(6) Items Heading Sub-Heading

() Furniture and Fixture Non-Current Assets Property, Plant &
Equipment

(if) Advance paid to contractor

for building under construction Non-Current Assets Long-Term Loans &
Advances

(i) Accrued Income Current Assets Other Current Assets
(iv)Loans repayable on demand to Bank Current Liabilities Short Term Borrowings
(v) Employees earned |eaves payable on retirement Non-Current Liabilities Long Term Provisions
(vi) Employees earned |eaves encashable Current Liabilities Short Term Provisions
(7)

Compar ative Statement of Profit and L ossof Smart Ltd.
For theyearsended 31% March, 2023 and 31% March, 2024

Particulars 2022-23 2023-24 Absolute % Change
Change

I. Revenue from Operations 20,00,000 24,00,000 4,00,000 20

L ess: Expenses

Cost of Materials consumed 4,00,000 6,00,000 2,00,000 50
Employee benefit expenses 2,00,000 4,00,000 2,00,000 100
Total Expenses 6,00,000 10,00,000 4,00,000 66.67
Profit before Tax 14,00,000 14,00,000 NIL NIL
Less: Tax@50% 7,00,000 7,00,000 NIL NIL
Profit after Tax 7,00,000 7,00,000 NIL NIL

(8) For Management:

Perfor mance Evaluation: Financia statement analysis allows management to assess the company's
performance against its goals and identify areas for improvement.

Strategic Planning: It provides data-driven insights for making informed decisions about investments,
cost control, and future growth strategies.

Risk Management: By analyzing financial statements, management can identify and mitigate potential
financial risks.

(9) Common Size Balance Sheet of Moonlight Ltd. asat 31.3.2022 and 31.3.2023

Particulars Note Absolute | Absolute % of % of
No. Amount Amount Balance Balance
31.3.2022 | 31.3.2023 | Sheet Total Sheet
31.3.2022 Total
31.3.2023

I. Equity and Liabilities:
1. Shareholders’ Funds
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(8) Share Capital 5,00,000 | 12,00,000 50 60

2. Non-Current Liabilities

(a) Long term borrowings 3,00,000 2,00,000 30 10

3. Current Liabilities

(a) Trade Payables 2,00,000 6,00,000 20 30
Total 10,00,000 | 20,00,000 100 100

Il. Assets:

1. Non-current Assets

(a) Fixed Assets/Property, Plant and 7,00,000 | 14,00,000 70 70

Equipment and Intangible Assets

2. Current Assets

(a) Trade Receivables 2,50,000 4,00,000 25 20

(b) Inventories 50,000 2,00,000 5 10
Total 10,00,000 | 20,00,000 100 100

(10)

Particulars Note | 2019-20 2020-21 Absolute | % Change
No. Change

I. Revenue from Operations 16,00,000 | 20,00,000 4,00,000 25%

Expenses

Employee Benefit Expenses 8,00,000 10,00,000 2,00,000 25%

Other Expenses 2,00,000 1,00,000 (1,00,000) (50%)

[l. Total Expenses 10,00,000 | 11,00,000 1,00,000 10%

[11. Profit before Tax (I-11) 6,00,000 9,00,000 3,00,000 50%

Less: Tax 40% (2,40,000) | (3,60,000) 1,20,000 50%

V. Profit after Tax 3,60,000 6,40,000 2,80,000 77.77%
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Work-Sheet Il (20 Marks)
(1) Analysisof Financial Statementsis useful and significant to different users. Which of the following
users is particularly interested in the firm’s ability to meet their claim over a very short period of time?
(a) Labour Unions  (b) Trade Payables  (c) Top Management (d) Finance Manager 1

(2) The tool of ‘Analysis of Financial Statements’ which helps to assess the profitability, solvency and
efficiency of an enterpriseis known as:

(a) Cash Flow Statement (b) Comparative Statement

(c) Balance Sheet (d) Ratio Analysis 1

(3) Financial Statements are prepared on certain basic assumptions (pre-requisites) known as.............
(a) Provisions of Companies Act, 2013 (b) Accounting Standards
(c) Postulates (d) Basis of Accounting 1

(4) ‘Freedom to choose method of depreciation’ refers to which limitation of Financial Statement Analysis?
(a) Historical Analysis (b) Qualitative aspect ignored
(c) Not free from bias (d) Ignores Price Level Changes 1

(5) Which of the following isNOT alimitation of financial statement analysis?

(a) Historical data may not reflect future performance

(b) Financial statements can be manipulated

(c) Analysisrelies solely on quantitative data

(d) Different accounting methods can be used by different companies 1

(6) Classify the following items under major heads and sub-heads (if any) in the Balance Sheet of the
company as per Schedule 111 Part | of the Companies Act, 2013:
(@) Long Term Loans from Bank (b) Loose Tools (c) Outstanding Expenses 3

(7) Classify the following items under major heads and sub-heads (if any) in the Balance Sheet of the
company as per Schedule 111, Part | of the Companies Act, 2013:
(@) Copyrights (b) Interest Accrued on investments (¢) Long-term investment in shares 3

(8) From the following information, Prepare a Comparative Statement of Profit and Loss for the year ended

31% March, 2022 and 2023: 3
Particulars Note 2022-23 2021-22
No.
Revenue from operations 10,00,000 8,00,000
Employee benefit expenses 2,50,000 1,00,000
Other expenses 5,50,000 4,00,000
Tax rate 50%

(9) LalaLtd. and Bala Ltd. use different accounting policies for inventory valuation. These variations leave
abig question mark on the cross-sectiona analysis and comparison of these two firms was not possible.
Identify the limitation of Financial Statement Analysis highlighted in the above situation. Also explain any
two other limitations of Financial Statement Analysis apart from the identified above. 3
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(10) From the information extracted from the statement of Profit and Loss of Zee Ltd. for the year ended

31% March 2022 and 31% March, 2023, prepare a common size statement of profit & loss: 3
Particulars Note 2022-23 2021-22
No.
Revenue from Operations 8,00,000 10,00,000
Gross Profit 60% 70%
Other Expenses 2,20,000 2,60,000
Tax Rate 50% 50%

Answers (Worksheet-11)

(1) (b) Trade Payables (2) (d) Ratio Analysis (3) (c) Postulates

(4) (c) Not freefrombias  (5) (d) Different accounting methods can be used by different companies

(6) Items Major Head Sub Head

(a) Long Term Loans from Bank Non-Current Liabilities Long-Term Borrowings
(b) Loose Tools Current Assets Inventories

(c) Outstanding Expenses Current Liabilities Other Current Liabilities
(7) Items Major Head Sub Head

(a) Copyrights Non-Current Assets Property, Plant-
Intangible

(b) Interest Accrued on investments Current Assets Other Current Assets
(c) Long-term investment in shares Non-Current Assets Non-Current
Investments

(8) % change of revenue from operations 25%, % change of employee benefit expenses 150%

% change of Other Expenses 37.5%

(9) Two Other Limitations (Any two of the following, with suitable explanation)
(a) Limitations of Accounting Data (b) Ignores Price-level Changes

(c) Ignore Qualitative or Non-monetary Aspects (d) Forecasting

(10)
Particulars 2022-23 2021-22 | % on revenuefrom % on revenue

operations from operations
(2021-22) (2022-23)

Revenue from operations 8,00,000 | 10,00,000 100 100

Less. Expenses

Cost of Revenue from operations | 3,20,000 | 3,00,000 40 30

Other Expenses 2,20,000 | 2,60,000 275 26

Total Expenses 5,40,000 | 5,60,000 67.5 56

Profit Before Tax 2,60,000 | 4,40,000 325 44

Less: Tax 1,30,000 | 2,20,000 16.25 22

Profit after Tax 1,30,000 | 2,20,000 16.25 22
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CHAPTER-10
ACCOUNTING RATIOS

Meaning, Objectives, Advantages, 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.
Debt to Capital Employed Ratio.
« Activity Ratios: Inventory Turnover Ratio, Trade Receivables Turnover Ratio, Trade Payables Turnover Ratio,
Fixed Asset Turnover Ratio, Net Asset Turnover Ratio and Working Capital Turnover Ratio.
« Profitability Ratios: Gross Profit Ratio, Operating Ratio, Operating Profit Ratio, Net Profit Ratio and Return on
Investment.

When the number is calculated by referring to two accounting numbers derived from the financial
statements, is termed as accounting ratio.

Objectives of Accounting Ratios:

1. Simplifying Financial Information into meaningful and easily understandable indicators to judge
performance and financial health of a business.

2. Assessing Operational Efficiency that how effectively a company utilizes its assets and manages its
operations.

3. Facilitating Comparative Analysis between different periods (time-series analysis) or between different
companies (cross-sectional analysis). This helpsin identifying trends, strengths, and weaknesses over time
or relative to competitors.

4. Analysing Profitability to generate profits from its operations and investments.

5. Evaluating Solvency to assess a company's ability to meet its short-term and long-term debt obligations.
6. Assisting in Decision Making to stakeholders (management, investors, creditors) about investments,
lending, and operational strategies.

7. Forecasting and Planning by analysing trends and patterns revealed by ratios, can forecast future
performance and devel op effective plans and budgets.

8. Identifying Areas of Strength and Weakness

Importance of Accounting Ratios:

1. Helpsin understand efficiency of decisions
2. Simplify complex figures and establish relationships
3. Hepful in comparative analysis
4. Identification of problem areas
5. Enables SWOT analysis
Ratios Analysis. Formulas & Significance
Current Ratio: This ratio shows short-term financial position of the firm. Higher the ratio
Current Assets shows greater short-term solvency but a very higher ratio shows idleness of
Current Liabilities working capital. Standard (ideal) ratio is 2:1.
Liquid/Quick Ratio: Thisratio is based on those current assets which are highly liquid.
- Q%afﬁ Higher the Liquid/Quick/Acid-Test ratio better the short-term financial
urrent LIgbIlties position of the firm. Standard ratiois 1:1.
Debt-Equity Ratio: This ratio judges the long-term financial position & soundness of long-term

Long-term Debt financial policies of the firm. Standard Ratio — 2:1.
Equity/Shareholders Fund | Lower the ratio provides higher degree of protection to lender & vice-versa
Equity = Paid-up sh. Capital + Pref. Sh. Cap. + Reserves— Fict. Assets

Total Asset to Debt | Thisratio measures the safety margin available to the suppliers of long-term
Ratio: Total Assets debts.
Long-Term Debts

Proprietary Ratio This ratio shows the extent to which the total assets have been financed by
Sharenolder Funds x 100 the proprietor. Higher the ratio, greater the satisfaction for lenders and
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Total Assets

creditors. Standard Ratio — 2:1.

Interest Coverage Ratio
=PBIT / Interest on LTD

Net Profit before Interest & Tax / Interest on long-term debts
e Higher ratio ensures safety of interest on debts
e |t revealsthe number of timesinterest on long-term debtsis covered
by the profits available for interest

Debt to Capital
Employed Ratio

Debt / (Debt + Shareholders’ Equity)

Stock Turnover Ratio:
Cost of Goods Sold
Average Stock

This ratio measures how fast the stock is moving through the firm and
generating sales. Higher the ratio, the more efficient management of
inventories and vice-versa. It is expressed in times.

Debtors Turnover ratio:
Net Credit Sdles
Average Accts Receivables

This ratio indicates economy and efficiency in the collection of amount due
from debtors. Higher the ratio, better it is since it indicates that debts are
being collected more quickly.

Payable Turnover Ratio:
Net Credit Purchases
Average Payable

It indicates the number of times the creditors are turned over in relation to
purchases. A higher turnover ratio or shorter payment period shows the
availability of less credit or yearly payments.

Working Capital
Turnover:
COGS/ Net Sdes
Net working Capital
COGS=Caost of Goods Sold

This ratio shows the number of times the working capital has been
employed in the process of carrying on of business. Higher the ratio, better
the efficiency in the utilization of working capital.

If, COGS & Net Sales both are given than COGS should be used.

Fixed Assets Turnover:
Net Saes
Net Fixed Assets

A higher ratio indicates efficient utilization of fixed assets and vice-versa.
Net Fixed Assets = Fixed Assets — Depreciation.

Gross Profit Ratio;
Gross Profit x 100
Net Sales

This ratio indicates the relationship between gross profits and net sales.
Higher ratio shows low cost of goods sold.

Operating Ratio:
COGS + Operating Exp.

X 100
Net Sales

Thisratio is calculated to judge the operational efficiency of the business. A
decline in the ratio, is better because it would leave a high margin, which
means more profits.

Net Profit Ratio:
Net Profit X 100
Net Saes

It indicates overall efficiency of the business. Higher the ratio, better the
business.

Return on Investment:
(Capital Employed)
PBIT & D x 100

Capita Employed

It judges the overal performance of the business. It measures, how
efficiently the sources entrusted to the business are used.

Capita Employed = Share Capital + Reserves + Long-Term Loans —
Fictitious Assets — Non-operating Assets. OR

= Fixed Assets + Investments + Working Capital.

Fixed Asset Turnover
Ratio

Revenue from Operations/ Net Fixed Assets

Net Asset Turnover Ratio

Revenue from Operations/ Net Assets OR Capital Employed

Pattern of Questions asked in CBSE

e State with reason, whether ratio will decline, improve or no change — as per the particular transaction
e |dentification of ratio and significance — with respect to classified accounting ratios.

e Tool for financial analysis— identification

e Computation of particular accounting ratio from the given information

e Computation of segment of a particular ratio from the given information
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CBSE QUESTIONS: 2023
01. Which of the following equationsis correct? (1 mark)
(A) Cost of Revenue from Operations = Revenue from Operations + Gross Profits
(B) Cost of Revenue from Operations = Opening Inventory — Net Purchases + Direct Expenses —
Closing Inventory
(C) Cost of Revenue from Operations = Opening Inventory + Closing Inventory
(D) Cost of Revenue from Operations = Revenue from Operations — Gross Profit
OR
Which of the following isatool of Analysisof Financial Statements?
(1) Cash Flow Statement (2) Statement of Profit and Loss (c) Notesto Accounts (d) Balance Sheet
Choose the correct option:

(A) (1) (B) (1) & (2 (©) (i) (D) (1), (2) and (4)
02. From the following information, the ‘Proprietor’s funds’ are: (1 mark)
Current Assets X 20,00,000 Non-Current Assets X 40,00,000
Long Term Borrowings X 25,00,000 Proprietary Ratio 25%
(A) % 10,00,000 (B) % 14,00,000 (C) % 24,00,000 (D) % 15,00,000

03. ‘It is a technique which involves regrouping of data by application of arithmetical relationships.
Identify the technique and state its two advantages. (3 marks)
04. Calculate Gross Profit Ratio from the following information: (4 marks)
Inventory Turnover Ratio: 6 times Average Inventory: X 4,00,000
Goods are sold at a profit of 25% on cost.
OR
The Current Ratio of acompany is 2:1. State giving reasons, which of the following transactions would
improve, reduce or not change the ratio:
(1) Purchased goods on credit % 40,000
(2) Sale of furniture of X 8,000 at a loss of ¥ 2,000
(3) Cash received from trade receivables X 15,000
(4) Issued equity shares % 6,00,000.
Answer to Questions of CBSE 2023
01. (D) Cost of Revenue from Operations = Revenue from Operations — Gross Profit
OR(A) (1)
02. (D)X 15,00,000
03. Ratio Analysis. Advantages of Ratio Analysis— (refer to gist of respective topic)
04. Gross Profit Ratio = (Gross Profit x 100) / Revenue from Operations
Inventory turnover ratio = Cost of Revenue from Operations/ Average Inventory
Cost of Revenue from Operations = 6 x 4,00,000 = X 24,00,000
Gross Profit = 25% of Cost = 25% of 24,00,000 = X 6,00,000.
Revenue from Operation = Cost of Revenue from Operations + Gross Profit = 24,00,000 + 6,00,000
Gross Profit Ratio = (6,00,000 x 100) / 30,00,000 = 20%
OR
(1) Current Ratio would reduce. Reason: CA aswell as CL would increase by the same amount.
(2) Current Ratio would improve. Reason: CL remain the same but CA would increase.
(3) Current Ratio would not change. Reason: Both CA and CL remain the same.
(4) Current Ratio would improve. Reason: CA would increase whereas there would no changein CL
CBSE Questions 2023 (Compartment)
01. Which of the following is a tool of ‘Analysis of Financial Statements? (1mark)

(A) Statement of Profit and Loss (B) Balance Sheet
(C) Ratio Analysis (D) Both (A) & (B)
OR
If the Operating Ratio of Pathway Ltd is 30%, its Operating Profit Ratio will be:
(A) 100% (B) 30% (C) 130% (D) 70%
02. Which of the following is not a Solvency Ratio? (1marks)
(A) Interest Coverage Ratio (B) Return on Investment

(C) Debt to Capital Employed Ratio (D) Total Assetsto Debt Ratio
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OR
Which of the following are known as Efficiency Ratios?
(A) Liquidity Ratio (B) Solvency Ratios (C) Activity Ratios (D) Profitability Ratio
03. “These ratios are calculated to determine the ability of the business to service its debt in the long run.”
Identify and state the significance of three such ratios. (3 marks)
04. (&) From the following information, calculate Operating Ratio: (4 marks)
Revenue from Operations X 10,00,000 Cost of Revenue from Operations X 4,00,000
Selling Expenses X 80,000 Administrative Expenses X 1,20,000
(b) From the following details, calculate Interest Coverage Ratio:
Net Profit before Tax % 2,00,000 10% Long-term Debt X 5,00,000 & Tax Rate 40%
OR
The Current Ratio of Zenith Ltd is 2:1. State giving reasons, which of the following transactions will
improve, reduce or not change the current ratio:
(&) Payment to creditors X 20,000
(b) Purchased goods on credit X 80,000
(c) Cash received from debtors X 15,000
(d) Issue of equity shares % 5,00,000
Answer to Questions of CBSE 2023 (Compartment)
01. (C) Ratio Analysis OR (D) 70%
02. (B) Return on Investment OR (C) Activity Ratios
03. Solvency Ratios. (Refer — significance of any three solvency ratios)
04. (a) Operating Ratio=(Cost of Revenue from Operation + Operating Expenses)/Revenue from
Operations
= (4,00,000 + 80,000 + 1,20,000) / 10,00,000 = 60%
(b) Interest Coverage Ratio = Profit before Interest & Tax / Interest on Lon-term Debt
=(2,00,000 + 50,000) / 50,000 =5times
OR
(&) Improve. Reason: Decrease in CA and CL
(b) Reduce. Reason: Increasein CA and CL
(¢) No Change. Reason: No change in CA and CL
(d) Improve. Reason: Increase in CA and CL

CBSE Questions of 2024
01. The Quick Ratio of acompany is 1:2. Which of the following transactions will result in an increase in
thisratio?
(A) Cash received from debtors (B) Sold goods on credit
(C) Purchased goods on credit (D) Purchased goods on cash
02. -------------- ratios are calculated to determine the ability of the business to service its debt in the long
run.
(A) Liquidity (B) Turnover (C) Solvency (D) Profitability
03. From the following information, calculate: (a) Quick Ratio (b) Inventory Turnover Ratio. (3 marks)
Current Assets X 4,00,000; Inventory X 1,00,000; Current Liabilities X 2,00,000;
Net Profit before Tax X 7,20,000; Revenue from Operations X 10,00,000 and Gross Profit Ratio 20%
Answer to questions of CBSE 2024
01. (B) Sold goods on credit
02. Solvency Ratios
03. (a) Quick Ratio = Quick Assets/ Current Liabilities;
Quick Assets = Current Assets — Inventory; = 4,00,000 — 1,00,000 =  3,00,000
Quick Ratio = 3,00,000/ 2,00,000 = 1.5:1
(b) Inventory Turnover Ratio = Cost of Revenue from Operations/ Average Inventory
Cost of Revenue from Operations = Revenue from Operations — Gros Profit;
=10,00,000 - 2,00,000 =  8,00,000
Inventory Turnover Ratio = 8,00,000/ 1,00,000 = 8 times.
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CBSE Questions of 2024 (Compartment):

01. The Quick Ratio of acompany is 1:1. Which of the following transactions will result in increase of this

ratio? (1 mark)

(A) Purchase of inventory X 1,50,000 through cheque (B) Sold inventory on credit ¥ 50,000

(C) Outstanding expenses of ¥ 40,000 paid (D) Machinery purchased for cash % 50,000
02. Ratios that are calculated for measuring the efficiency of operations of business based on effective

utilization of resources are known as. (1 mark)

(A) Liquidity Ratios (B) Turnover Ratios (C) Solvency Ratios (D) Profitability Ratios
03. X Ltd has a Current ratio 3.5:1 and Quick ratio of 2:1. If excess of Current Assets over Quick Assetsis

represented by inventories of X 16,000 and prepaid expenses of X 8,000. Calculate: (3 marks)

(2) Current Liabilities  (2) Current Assets  (3) Quick Assets

Answer to questions of CBSE 2024 (Compartment)
01. (B) Sold inventory on credit X 50,000
02. (B) Turnover ratios
03. Let the current liabilities be X then Current Assets = 3.5 X and Quick Assets=2 X
Current Assets — Quick Assets = Inventories + Prepaid expenses
3.5X —2.5X = 16,000 + 8,000; 1.5X = 24,000; X =24,000/ 1.5 = 16,000
(1) Current Liabilities = X i.e. ¥ 16,000
(2) Current Assets =3.5X 1.e. 3.5 x 16,000 =% 56,000
(3) Quick Assets =2X i.e. 2 x 16,000 =% 32,000
CBSE questions of 2025
01. Thetool of analysis of financial statements which indicates the trend and direction of financial position
and operating resultsis --------
(A) Comparative Statements (B) Common Size Statements
(C) Cash Flow Analysis (D) Ratio Analysis
OR
Ratios that are calculated for measuring the eff|C| ency of operations of the business based on effective
utilization of resources are known as ----------
(A) Profitability Ratios  (B) Solvency Ratlos (C) Turnover Ratios (D) Liquidity Ratios
02. The Debt Equity Ratio of Manak Enterprisesis 2.5:1. Which of the following transaction will result in
increasein thisratio?
(A) Purchase of goods on credit X 2,00,000 (B) Payment to creditors X 3,00,000
(C) Issue of debentures X 6,00,000 (D) Sale of furniture of the book value X 4,00,000 at a profit of 10%
03. Calculate Opening and Closing Trade Payables from the following information:
Total purchases X 15,00,000, Cash purchases are 25% of credit purchases
Trade payables turnover ratio is 4 times: Closing trade payables are two times of opening trade
payables

OR
From the following information, calculate Return on Investment: (4 marks)
Shareholders’ Funds % 16,00,000; 10% Debentures X 8,00,000; Current Liabilities % 2,00,0000

Current Assets X 5,00,000; Non-Current Assets X 21,00,000.
Net profit after tax was X 3,00,000 and the tax amounted to X 1,00,000.
Answer to questions of CBSE 2025:
01. (A) Comparative Statements OR  (C) Turnover Ratios
02. (C) Issue of Debentures X 6,00,000
03. Trade Payables Turnover Ratio = Net Purchases / Average Trade Payables
Let the credit purchases be X then cash purchases = 25% of X = X/4
Total purchases = Credit purchases + Cash purchases; 15,00,000 = X + X/4; = 15,00,000 = 5X/4
(15,00,000 x 4) / 5= X; =12,00,000 i.e. Credit Purchases = X 12,00,000.
Trade Payables Turnover Ratio 4 times = Credit Purchases 12,00,000 / Average Trade Payables
Average Trade Payables = 12,00,000 / 4 =% 3,00,000.
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Average Trade Payables = (Opening Trade Payables + Closing Trade Payables) / 2
Let the Opening Trade Payables be X then Closing Trade Payables = 2X

Average Trade Payables 3,00,000 = (X + 2X) / 2; 3,00,000 = 3X/2; 3,00,000 x 2 = 3X
6,00,000/ 3=X; Opening Trade Payables X 2,00,000 and Closing Trade Payables X 4,00,000.
OR

Return on Investments = (Profit before Interest and Tax / Capital Employed) x 100
Profit before interest & tax = Net profit after tax + Tax + Interest on Debentures
=3,00,000 + 1,00,000 + 80,000 = 4,80,000
Capital employed = Shareholders funds + Debentures; = 16,00,000 + 8,00,000 = % 24,00,000
ROI = (4,80,000/ 24,00,000) x 100; = 20%

Ratio will improve, decline or no change: HINTS

(1) Only Numerator increased or only Denominator decreased than ratio will improve.
Current Ratio 2:1 i.e. 20,000/ @#0J8808 >> 25,000/ 10,000 Increase. >> 20,000/5J088 Increase
(2) Only Numerator decreased or only Denominator increased than ratio will decline.
(3) Numerator and Denominator increased with same figures, ratio will decline.
(4) Numerator and Denominator decreased with same figures, ratio will improve.

Current Assetsare Numerator & Current Liabilitiesare Denominator in Current Ratio.

Jd Current ratio is 2:1. State whether ratio will improve, decline or no change if a creditor of ¥ 5,000 has
been paid.

Ans. & Hints: Assumed as the Current Assets is X 20,000 & Current Liabilities 310,000.

Payment to creditor of X 5,000 will reduce the current assets and current liabilities too.

Therefore, the proportion between them will be 15,000: 5,000. Thus, the new Current ratio will be 3:1.
Hence, Current Ratio will be Improve.

One Mark Questions
(1) The Current Ratio of a company is 3:1. There is the payment of ¥ 20,000 to the creditors. The new
Current Ratio will .
(A) Improve (B) Decline (C) No Change (D) None of these
(2) Quick Ratio of acompany is 3:1. There is payment of dividend to shareholders by the company. The
new Quick Ratio will be
(A) Improve (B) Decline (C) No Change (D) None of these
(3) Which of the following accounting ratio is called financial ratios?
(A) Liquidity Ratio  (B) Solvency Ratio  (C) Activity Ratios (D) Both A and B
(4) Which of the following accounting ratios helps to judge the managerial efficiency?
(A) Activity Ratios  (B) Profitability Ratios (C) Solvency Ratios (D) All of these
(5) Which of the following ratios helps to judge the short-term financial position of afirm?
(A) Activity Ratios  (B) Solvency Ratios (C) Liquidity Ratios (D) Profitability Ratios
(6) Which isthe limitation of ratio analysis?

(A) Pricelevel changes not considered (B) Window Dressing
(C) Persona Bias (D) All of the above
(7) Which ratio indicates the proportion of assets financed out of shareholders’ funds?
(A) Debt-Equity ratio (B) Fixed Assets turnover ratio
(C) Proprietary ratio (D) Total assetsto debt ratio
(8) A Higher theratio, lower the profitability, is applicable to:
(A) Gross profit ratio (B) Operating ratio (C) Net profitratio (D) EPS

(9) If there is revenue from operations X 1,20,000 and gross profit is 20% of cost, then the amount of gross
profit will beg:
(A) 20,000 (B) 50,000 (C) 40,000 (D) 60,000

148




(10) If there are credit revenue from operations < 9,00,000; Bills receivables % 1,50,000 in a year then
Trade Receivables turnover ratio will be:
(A)3times (B)9times (C)6times (D) 12times

(11) When debentures are redeemed, what will be itsimpact on debt-equity ratio?

(A) Ratio will increase (B) Ratio will decline (C) Changeinratio (D) None of
these
(12) If Operating ratio is 78% then Operating profit ratio will be:
(A) 33%2% (B) 28% (C) 22% (D) None of these
Answers:

(DA QAJQRD[@WA[(BCIED[(C[(®BI(QA[I)C](1)B[(12)C]|

Three/ Four Marks Questions

Question: (1) The Quick ratio of acompany is 1:1. State giving reasons, which of the following would
improve, reduce or not change the ratio?

(a) Purchase of machinery for cash

(b) Purchase of goods on credit

(c) Sdeof furniture at cost

(d) Sale of goods at a profit

() Redemption of debentures at a premium
Solution:

(a) Decrease. As Quick assets decreased but current liabilities remain unchanged.
(b) Decrease. As current liabilitiesincreased but quick assets remain unchanged.
(c) Improve. As Quick assets increased but current liabilities remain unchanged.
(d) Improve. As Quick assets increased but current liabilities remain unchanged.
(e) Decrease. As Quick assets decreased but current liabilities remain unchanged.

Question: (2) A Ltd hasacurrent ratio 3.5:1 and quick ratio 2:1. If excess of current assets over quick
assets represented by stock in X 24,000. What is the value of Current Assets and Current Liabilities?
Answer: Current Assets 56,000 & Current Liabilities 16,0000
Current Ratio = Current Assets/ Current Liabilities; 35/1=CA/CL; CA=35CL
Quick Ratio = Quick Assets/ Current Liabilities; 2/1=QA /CL; QA=2CL
Stock =CA -QA; 24,000=35CL-2CL; 1.5 CL =24,000; CL =24,000/ 1.5 = 16,000
3.5/1=CA16,000; CA =3.5x 16,000 CA =56,000
2/1=QA/16,000; QA =2x 16,000 QA =32,000
Question: (3) Gross profit on cost of afirm is40%. Working Capital Turnover Ratio is 5 times. Current
Ratio is 2 and Current liabilities ¥ 40,000. Find the Gross Profits of the firm.
Answer: Working Capital Turnover Ratio = Cost of Goods Sold / Working Capital
Current ratio is 2 and Current liabilities is T 40,000 then Current Assets = 40,000 x 2 = % 80,000.
Working Capital = Current Assets— Current Liabilities; = 80,000 — 40,000 = X 40,000
WCR = COGS/WC; 5=C0GS/40,000; COGS = 2,00,000
Gross profits = 40% of COGS = 40% of 2,00,000 =X 80,000.
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WORK-SHEET 1 (20 marks)
01. From the following information, the ‘Proprietor’s funds’ are: (1 mark)
Current Assets X 20,00,000 Non-Current Assets Z 40,00,000
Long Term Borrowings X 25,00,000 Proprietary Ratio 25%
(A) 2 10,00,000 (B) T 14,00,000 (C) % 24,00,000 (D)  15,00,000
02. Which of the following is not a Solvency Ratio? (1marks)
(A) Interest Coverage Ratio (B) Return on Investment
(C) Debt to Capital Employed Ratio (D) Total Assetsto Debt Ratio
OR
Which of the following are known as Efficiency Ratios?
(A) Liquidity Ratio (B) Solvency Ratios (C) Activity Ratios (D) Profitability Ratio
03. The Quick Ratio of acompany is 1:2. Which of the following transactions will result in an increase in
thisratio?
(A) Cash received from debtors (B) Sold goods on credit
(C) Purchased goods on credit (D) Purchased goods on cash
04. Ratios that are calculated for measuring the efficiency of operations of business based on effective
utilization of resources are known as. (1 mark)
(A) Liquidity Ratios (B) Turnover Ratios (C) Solvency Ratios (D) Profitability Ratios
05. Thetool of analysis of financia statements which indicates the trend and direction of financial position
and operating resultsis --------
(A) Comparative Statements (B) Common Size Statements
(C) Cash Flow Analysis (D) Ratio Analysis
OR
Ratios that are calculated for measuring the eff|C| ency of operations of the business based on effective
utilization of resources are known as ----------
(A) Profitability Ratios  (B) Solvency Ratlos (C) Turnover Ratios (D) Liquidity Ratios
06. Which of the following accounting ratio is called financia ratios?
(A) Liquidity Ratio  (B) Solvency Ratio  (C) Activity Ratios (D) Both A and B
07. Which isthe limitation of ratio analysis?
(A) Pricelevel changes not considered (B) Window Dressing
(C) Personal Bias (D) All of the above
08. A Higher theratio, lower the profitability, is applicable to:
(A) Gross profit ratio (B) Operating ratio (C) Net profitratio (D) EPS
09. The Quick ratio of acompany is 1:1. State giving reasons, which of the following would improve,
reduce or not change the ratio? (3 marks)
(1) Purchase of machinery for cash (2) Saleof furnitureat cost (3) Sale of goods at a profit
10. From the following information, calculate: (a) Quick Ratio (b) Inventory Turnover Ratio. (3 marks)
Current Assets X 4,00,000; Inventory X 1,00,000; Current Liabilities X 2,00,000;
Net Profit before Tax X 7,20,000; Revenue from Operations X 10,00,000 and Gross Profit Ratio 20%
11. X Ltd has a Current ratio 3.5:1 and Quick ratio of 2:1. If excess of Current Assets over Quick Assetsis
represented by inventories of X 16,000 and prepaid expenses of X 8,000. Calculate: (3 marks)
(1) Current Liabilities  (2) Current Assets  (3) Quick Assets
12. Calculate Opening and Closing Trade Payables from the following information: (3 marks)
Total purchases X 15,00,000, Cash purchases are 25% of credit purchases
Trade payables turnover ratio is 4 times. Closing trade payables are two times of opening trade
payables

OR
From the following information, calculate Return on Investment:
Shareholders’ Funds % 16,00,000; 10% Debentures Z 8,00,000; Current Liabilities T 2,00,0000

Current Assets X 5,00,000; Non-Current Assets X 21,00,000.
Net profit after tax was T 3,00,000 and the tax amounted to X 1,00,000.
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Work-Sheet |1 (20 marks)
01. The Accounting ratios which expressesin atime. (1 mark)
(A) Solvency Ratios (B) Turnover Ratios

(C) Profitability Ratios (D) None of the above
02. Which of the following is a Profitability Ratio? (1marks)

(A) Interest Coverage Ratio (B) Return on Investment

(C) Debt to Capital Employed Ratio (D) Total Assetsto Debt Ratio

OR

Which of the following are known as Efficiency Ratios?

(A) Liquidity Ratio (B) Solvency Ratios (C) Activity Ratios (D) Profitability Ratio
03. The Current Ratio of acompany is 2:1. Which of the following transactions will reduce the current

ratio?

(A) Payment to trade payables  (B) Issue of shares

(C) Sdeof inventory at aloss (D) Cash collected from trade receivables
04. Ratios that are calculated for measuring the financial health of business are known as: (1 mark)

(A) Solvency Ratios (B) Turnover Ratios (C) Liquidity (D) Return on Investment
05. Operating ratio of afirm is 78% then which of the following will be Operation Profit ratio?

(A) 100% (B) 78% (C) 22% (D) None of these
06. Which of the following accounting ratio is called financia ratios?

(A) Liquidity Ratio  (B) Solvency Ratio  (C) Activity Ratios (D) Both A and B
OR
indicate the speed at which activities of the business are being performed.

(A) Liquidity ratios (B) Turnover ratios  (C) Solvency ratios (D) Profitability ratioss
07. Which isthe limitation of ratio analysis?

(A) Priceleve changes not considered (B) Window Dressing

(C) Personal Bias (D) All of the above
08. A Higher theratio, lower the profitability, is applicable to:
(A) Gross profit ratio (B) Operating ratio (C) Net profitratio (D) EPS

09. The Quick ratio of acompany is 1:1. State giving reasons, which of the following would improve,
reduce or not change the ratio? (3 marks)
(1) Purchase of machinery for cash (2) Sale of furnitureat cost (3) Sale of goods at a profit
10. From the following information, calculate: () Quick Ratio (b) Inventory Turnover Ratio. (3 marks)
Current Assets X 4,00,000; Inventory X 1,00,000; Current Liabilities X 2,00,000;
Net Profit before Tax X 7,20,000; Revenue from Operations X 10,00,000 and Gross Profit Ratio 20%
11. X Ltd has a Current ratio 3.5:1 and Quick ratio of 2:1. If excess of Current Assets over Quick Assetsis
represented by inventories of X 16,000 and prepaid expenses of X 8,000. Calculate: (3 marks)
(1) Current Liabilities  (2) Current Assets  (3) Quick Assets
12. Calculate Opening and Closing Trade Payables from the following information: (3 marks)
Tota purchases 15,00,000, Cash purchases are 25% of credit purchases
Trade payables turnover ratio is 4 times: Closing trade payables are two times of opening trade
payables

OR
From the following information, calculate Return on Investment:
Shareholders’ Funds X 16,00,000; 10% Debentures X 8,00,000; Current Liabilities X 2,00,0000

Current Assets X 5,00,000; Non-Current Assets X 21,00,000.
Net profit after tax was X 3,00,000 and the tax amounted to X 1,00,000.
Hint for Answer:

[1(8)[2(B)/(O)[3(B)[4A)[5(C) [6(D) [ 7(D) [ 8(B) ]
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CHAPTER-11
CASH FLOW STATEMENT (AS-3)

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

(i1) Bank overdraft and cash credit to be treated as short term borrowings.

(i) Current Investments to be taken as Marketabl e securities unless otherwise specified.

(iv) 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.

Meaning of Cash Flow Statement:

A Cash Flow Statement is a financial statement that shows the inflows and outflows of cash and cash
equivalents of an enterprise during a specific period.

Objectives of Cash Flow Statement:

i) To provide information about cash flow from operating, investing and financing activities during a
specific period.

1) Ensuring the capacity of an organization to pay a dividend.

iii) Comparing various items of the current year with those of last year.

Cash and Cash Equivalents:
According to AS-3 (Accounting Standard 3):
Cash includes:

Cash in hand, Demand deposits with banks
Cash Equivalentsare:

o Short-term, highly liquid investments

o Easily and quickly convertible into known amounts of cash

o Typically have a short maturity (usually 3 months or less)
Extra ordinary:
Unusua and infrequent gains or losses that are not part of a company's normal business operations
Classification of Activitiesfor the Preparation of Cash Flow Statement: (Asper AS-3)
1. Operating Activity isthe principal revenue producing activity of the  enterprise,
2. Financing Activity is that activity which changes the size & composition of owner’s capital &
borrowing of the enterprise.
3. Investing Activity include the acquisition and disposal of long-term assets.

Cash Flow from Operating Activity hasfour important sectionsas —
() Net profit beforetax & dividend

(b) Adjustments for Non-Cash and Non-Operating charges, losses / Incomes, gains
(c) Adjustments for changesin Working Capital

(d) Tax paid during an accounting period
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Format of Cash Flow Statement

Particulars

Amt

Amt

Cash Flow from Operating Activity:
Net Profit
Add: P2IT(R)
Provision for tax (C.Y made) Proposed
dividend (P.Y paid) Interim Dividend
paid
Transfer to reserve (If increase)
Less: Refund of tax
Net profit beforetax and extraordinary item
Adjustment for Non Cash/Non Operating Item’s
Add: DPGILI
Depreciation,
Preliminary Exp written off Goodwill,
Patent, Trademark w/off Interest paid
Loss on sale of Fixed asset Increasein
provision for doubtful debts
Less: GRID2
Gain on sale of fixed asset Rent
Received
Interest Receive
Dividend Received
Decrease in provision for d.debts
Operating profit beforeworking capital adjustment
Except (Bank O/D, Cash Credit, cash and cash
equivalent, Current investment, Provision for tax)
Add: Increasein C.L and Decreasein C.A
Trade Payable, Inventory, Prepaid expenses etc.
Less Decreasein C.L and Increasein C.A
Trade Payable, inventory, Prepaid expenses
Less: Tax paid (after adjustment of refund)

Cash from in operating activity

Cash Flow from I nvesting Activity
* Purchase of Non-Current Investment/Fixed asset/ Goodwill etc.
(outflow)
*Sale of Tangible asset/Non-Current Investment
* Interest/Rent/Dividend received (Inflow)
Cash used in Investing Activity

*Cash Flow from Financing Activity

*|ssue of shares, debentures, preference shares (+)
* Redemption of Debentures, Loan repaid (-)
*Interest/Dividend/Interim dividend paid(-)
Cash from financing activity

Net Increase/decrease (Closing-opening)

Opening Cash and cash equivalent

Closing cash and cash equivalent
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* Without accumulated depreciation

Machine A/c (AT BOOK VALUE)

Particulars Amt Particulars Amt

Balance b/d(P.Y) By Bank A/c(sae)(1A +)

Statement of Profit and By statement of Profit and Loss(loss) (OA +)

Loss(gain) (OA -) By Depreciation (during the year) (OA +)

Bank(purchase)(1A -) Balance ¢/d(C.Y)

XX XXx
With accumulated depreciation
Machine A/c (COST)
Particulars Amt Particulars Amt
Balance b/d(P.Y) By Bank A/c(sale) (IA +)
Statement of Profit By statement of P/L Account(loss)
and Loss(gain) (OA -) (OA +) By Accumulated
Bank(purchase) (IA -) Depreciation (accumulated dep on
asset sold)
Balance c/d(C.Y)
Accumulated depr eciation/Provision for depreciation A/c
Particulars Amt Particulars Amt

Asset Balance b/d(P.Y)
Alc(accumul ated Depreciation during the year/for the year(OA +)
depreciation on asset
sold)
Balance c/d(C.Y)

GAIN/PROFIT ON SALE OF ASSET = SALE VALUE - BOOK VALUE LOSSON SALE OF ASSET

= BOOK VALUE - SALEVALUE

BOOK VALUE = COST OF ASSET - ACCUMULATED DEPRECIATION TILL DATE OF SALE

Treatment of tax

1. When given only inside the: Previous year paid- end of operating activity (OA -) , Current Year —

made — add in P2ITR(OA +)

2. When given only outside the balance sheet- same amount taken as Paid and made

3. Given both inside and outside (Prepare account )

Provision for Tax Account

Particulars Amt Particulars Amt
Bank A/c(paid) (OA -) Balance b/d(P.Y)
Balance c/d(C.Y) Statement of P/L(made) (OA +)

Proposed Dividend

Is given only outside the balance sheet as contingent liability — Only previous year proposed dividend is

taken for two treatment- Paid (Financing) (FA -), made (add in P2ITR) (OA +)
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Q.1

Q.2

Q.3

Q4

Q5

Q.6

Q.7

Q8

Q.9

Q.10

Q.11

One Mark Questions
Cash Flow Statement is related to:
(A)AS-3 (B) AS-6 (C) AS9 d) AS-12

Cash from operating activities will decrease dueto :

(A)Increase in Current Assets (B) Decreasein Current Liabilities

(C) Neither of the two (D) Both (A)and (B)

If net profit is T 35,000 after writing off good will X 6,000 and loss on sale of furniture X 1,000,
cash flow from operating activities will be:

(A)X 35,000 (B)X42,000 (C)X29,000 (D) X 28,000

Which of the following transactions will not result in the inflow of cash?

(A)  Cash deposited in the bank (B) Payment of salaries 80,000 50,000

(C)  Issue of 9% debentures 10,00,000 (D) Purchase of machinery Rs. 2,00,000

Which of the following transactions will result in the flow of cash?

(A) Cash was withdrawn from bank Rs 71,000.

B) An issue of 9% debentures of Rs 1,00,000 to the vendors of machinery.

(C) Received from debtors Rs 74,000.

(D) Redeemed 10% debentures by converting the same into equity shares.

Statement-1 : Snow Limited earned a profit of Rs 2,00,000 after charging depreciation of Rs
50,000 on machinery. So, operating profit before working capital changes would be Rs 2,50,000.
Statement-11 : Depreciation is added back to net profit asit does not result in any cash flow.
Choose the correct option from the following:

(A)Only Statement-1 istrue. (B) Only Statement-I1 istrue.

(C) Both the Statements arefalse. (D) Both the Statements are true.

Short-term highly liquid investments qualify as cash equivalents if they are realisable into known
amounts of cash from the date of acquisition within a period of :

(A)6 months or less (B) 9 months or less

(C) 12 months or less (D) 3 months or less

Which of the following item is not included in cash and cash equivalents ?

(A)Trade Receivables (B) Demand deposits with bank

(C) Short-term marketable securities (D) Chequesin hand

What will be effect of ‘Purchase of Marketable Security For Cash’ on Cash Flow Statement?
(A) No Effect (B) Inflow from financing activities

(C) Outflow from investing activities (D) Outflow from financing activities

. Which of the following is not an example of cash outflows?

(A)Repayment of loans (B) Decreasein creditors
(C) Issue of debentures (D) None of these

Redemption of Debentures/Preference shares results into:
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(A)Source of fund (B) Use Or application of fund
(C) No flow of fund (D) No flow of cash
Q.12 Theactivities that result in changes in the size and composition of the owners capital & borrowing
of enterprisearecalled
(A) Operating Activities (B) Investing Activities
(C) Manageria Activities (D) Financing Activities
Q.13 Cash from operation isequal to :
(A)Net Profit + Increase in Current Assets
(B) Net Profit + Decrease in Current Liabilities
(C) Operating Profit + Adjustment of Current Assets and Current Liabilities
(D) All of the above
Q.14 Incometax refund is a cash of:
(A)Source (B) Application
(C) Both (A)& (B) (D) None of these
Q.15 “Koval Ltd’ is a financing company. Under which activity will the amount of interest paid on a loan
settled in the current year be shown?
a) Investing Activities b) Financing Activities
c) Both investing and Financing Activities d) Operating Activities
1 A 2 D 3 B 4 A 5 C
6 D 7 D 8 A 9 C 10 C
11 B 12 D 13 C 14 B 15 D

THREE MARKS QUESTIONS
Q.1 K Ltd a manufacturing company obtained a loan of X 6,00,000,advanced a loan of X 1,00,000 and

purchased machinery for X 5,00,000. Calculate the amount of cash flow from financing and
investing activities.

AnNs.

Particulars Amount (X) | Nature of Activity
Proceeds from Loan Obtained +6,00,000 Inflow from Financing
Net Cash from Financing Activities 6,00,000

Loan Advanced (1,00,000) Outflow from Investing
Purchase of Machinery (5,00,000) Outflow from Investing
Net Cash Used in Investing Activities | (6,00,000)

Q.2 Fromthefollowing calculate Net Profit before tax and Extraordinary items.
Equity share capital (31st march 2019) 8,00,000
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Ans.

Q.3

Ans.

Equity share capital (31st march 2018) 8,00,000

10%prefrence share capital (31st march 2019) 6,00,000

10%prefrence share capital (31st march 2018) 6,00,000

Surplusie Balance in statement of profit and loss (31st march 2019) 7,20,000
Surplusie Balance in statement of profit and loss (31st march 2018) 4,00,000
Unpaid dividend (31st march 2019) 20,000

Additional information:

1) Propose dividend on equity shares for the year 2017-18 and 2018-19 are RS. 160000 and Rs
2,00,000 respectively.

2) An Interim dividend of Rs 40,000 on Equity Shares was paid.
Calculation of Net Profit Before Tax and Extraordinary Items

Particular Details Amount
Surplus (720,000 - 4,00,000) 3,20,000
Add: Tax and extraordinary items:
Proposed dividend of equity shares 1,60,000
Interim dividend 40,000

Proposed dividend of preference share 60,000 2,60,000
60,000@10%
Net profit before tax and extraordinary 5,80,000

items

Identify following items whether they are Operating, financing or investing activity

a) Acquired machinery for RS 2,50,000, paying 20% by cheque and executing a bond for the

bal ance payable.

b) Paid RS 2,50,000 to acquire sharesin Informa Tech Ltd and received a dividend of RS 50,000
after acquisition.

c) Sold machinery of original cost of RS 2,00,000 with an accumulated depreciation of RS 1,60,000
for RS 60,000.

a) 20% by cheque that of RS 2,50,000 is RS 50,000 is an outflow of funds and an investing Activity
due to purchase a new machine.

b) Payments of RS 250,000 to acquire sharesis an investing activity and an outflow of cash,
whereas dividend received is an inflow of cash and an investing Activity.so the net outflow of cash
dueto investing activity is RS 20,00,000.

Sale of machinery for RS 60,000 is an outflow of cash due to investing activity. The cost price and

accumulated depreciation has nothing to do with cash movement.

Six Marks Questions
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Q.1

(A)From the following information extracted from the books of Kant Ltd., calculate ‘Cash Flows
from Operating Activities’. Profit earned during the year is X 1,95,000 after considering the

following items:

Particulars Amount (%)
Depreciation on Machinery 50,000
Goodwill written off 30,000
Loss on Sale of Machinery 10,000
Transfer to General Reserve 1,05,000

At the end of the year, Trade Receivables showed an increase of ¥2,00,000 and Trade Payables a
decrease of X 10,000.
(B) From the following information extracted from the books of Vandana Ltd., calculate Cash Flows from

Investing Activities.

Particulars 31.3.2023 ) | 31.3.2024 (%)
Machinery 24,00,000 28,00,000
Accumulated Depreciation on (2,00,000) (3,00,000)
Machinery

22,00,000 25,00,000

Additional Information:

A piece of machinery costing X 8,00,000 on which accumulated depreciation was X 40,000, was

sold for % 5,00,000.

Ans. Calculation of Cash Flow from Operating Activities
Particulars Amount ()
Net Profit before Tax and Extraordinary Items (W.N 1) 3,00,000
Add: Non Cash & Non-Operating Items
Depreciation on Machinery 350,000
Goodwill written off Z30,000
Loss on sale of Machinery 310,000 90,000
Operating Profit before Working Capital Changes 3,90,000
Less: Decreasein Current Liabilities & Increasein
Current Assets
Increase in Trade Receivables (%2,00,000)
Decrease in Trade Payables (10,000) (X210,000)
Net Cash inflow from Operating Activities 1,80,000

Working Note: Calculation of Net Profit before Tax and Extraordinary ltems

Profit earned during the year =31,95,000
+ Transfer to General Reserve = %1,05,000
=33,00,000

Q.(b) From the following information.....
Ans. Calculation of Cash Flow from Investing Activities
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Particulars Amount (%)
Purchase of Machinery (W.N.1) (12,00,000)
Proceeds from the sale of Machinery 5,00,000
Net cash outflow from Investing Activities (7,00,000)
Working Note: Machinery Account
Particulars Amount Particulars Amount (I)
4
To Balance b/d 24,0(0,)000 By Accumulated Depreciation 40,000
Alc
ToBank Alc 12,00,000 | By Bank A/c 5,00,000
(Balancing figure)
By Statement of Profit & Loss 2,60,000
By Balance c/d 28,00,000
36,00,000 36,00,000
Accumulated Depreciation A/c
Particulars Amount Particulars Amount (%)
£
To Machinery Alc E10),000 By Balance b/d 2,00,000
To Balance ¢/d 3,00,000 By Statement of Profit & Loss 1,40,000
3,40,000 3,40,000
Q.2 From thefigures given in the Balance Sheet and additional information, calculate ‘Cash Flows from
Investing Activities and 'Cash Flows from Financing Activities.
Balance Sheet of SHOBHA Ltd. asat 31st March, 2022
Particulars Note |31.3.2022% | 31.3.2021
No. %
| — Equity and Liabilities:
1. Shareholders’ Funds
(a)Equity Share Capital 8,00,000 6,00,000
(b) Reserves and Surplus 1 2,00,000 50,000
2. Non-Current Liabilities
Long-term Borrowings 2 4,00,000 3,00,000
3. Current Liabilities
(A)Trade Payables 40,000 45,000
(b) Bank Overdraft 1,00,000 85,000
(c) Short-term Provisions 3 30,000 20,000
Total 15,70,000 11,00,000
Il — Assets:
1. Non-Current Assets
Fixed Assets
(i) Tangible Assets 4 6,00,000 5,00,000
(i) Intangible Assets 5 50,000
2. Current Assets
(A)Inventories 5,00,000 4,00,000
(b) Trade Receivables 4,00,000 90,000
(c) Cash and Cash Equivalents 70,000 60,000
Total 15,70,000 11,00,000
Notesto Accounts:
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Note No. | Particulars 31.3.2022% | 31.3.2021%
1 Reserves and Surplus 2,00,000 50,000
Surplusi.e. Balance in Statement of
Profit and Loss
Total 2,00,000 50,000
2 Long-term Borrowings 4,00,000 3,00,000
10% Debentures
Total 4,00,000 3,00,000
3 Short-term Provisions 30,000 20,000
Provision for Tax
Total 30,000 20,000
4 Tangible Assets 7,00,000 6,50,000
Machinery
Less: Accumulated Depreciation (1,00,000) | (1,50,000)
Total 6,00,000 5,00,000
5 Intangible Assets - 50,000
Goodwill
Total — 50,000

Additional Information:

1. A pieceof machinery costing % 1,60,000 was sold at a loss of ¥ 20,000. Depreciation charged during
the year amounted to X 40,000.

2. 31,00,000, 10% debentures were issued on 31.3.2022.

Ans. Machinery Account
Particulars Amount () | Particulars Amount ()
To Baance b/d 6,50,000 By Accumulated 90,000
Depreciation A/c
To Bank A/c (purchase) | 2,10,000 By Bank A/c (sale) 50,000
By Statement of P/L 20,000
(loss)
By Balance c/d 7,00,000
8,60,000 8,60,000
Dr. Accumulated Depreciation on Machinery A/c Cr.
Particulars Amount () | Particulars Amount ()
To Machinery A/c | 90,000 By Balance b/d 1,50,000
To Balance c/d 1,00,000 By Depreciation A/c | 40,000
1,90,000 1,90,000
Cash Flow from Investing Activities
Particulars Amount (%)
Purchase of Machinery (2,10,000)
Sale of Machinery 50,000
Net cash used in investing activities (1,60,000)
Cash flow from financing Activities
Particulars Amt.
Issue of Equity share capital 2,00,000
Issue of 10% Debentures 1,00,000
Interest Paid on 10% Debentures (30,000)
Bank Overdraft taken 15,000
Net cash generated from financing activities 2,85,000
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WORK-SHEET | (20 MARKYS)

Cash Flow Statement isrelated to:
(A)AS-3 (B) AS-6 (C) AS9 d) AS-12

If net profit is X 35,000 after writing off good will X 6,000 and loss on sale of
furniture X 1,000, cash flow from operating activities will be :

(A)X 35,000 (B)T 42,000 (C)Z 29,000 (D) % 28,000

Income tax refund is a cash of:
(A)Source (B) Application (C) Both (A)& (B) (D) None of these

Statement | : In case of non-financial enterprises, payment of interest and
dividends are classified as financing activities, whereas receipt of interest and
dividends are classified as investing activities.
Statement |1 : Investing and financing transactions that require the use of cash
or cash equivalents, should be excluded from cash flow statement.

Choose the correct aternative from the following :

(A)  Both the statements are false.

(B) Both the statements are true.
© Statement | isfalse and Statement 11 is true.
(D) Statement | istrue and Statement Il isfalse.

Paid 4,00,000 to acquire shares in R.V. Ltd. and received a dividend of X 40,000 after
acquisition. These transactions will result in-

(A) Cash used in investing activitiesZ 4,00,000.

(B) Cash generated from financing activities 4,40,000.

(C) Cash used in investing activities 3,60,000.

(D) Cash generated from financing activitiesZ3,60,000

K Ltd a manufacturing company obtained a loan of ¥ 6,00,000, advanced a loan
of' % 1,00,000 and purchased machinery for X 5,00,000. Calculate the amount of
cash flow from financing and investing activities

2 (a) From the following information, calculate Cash Flows from Investing

Activities:
Particulars 31-3-2024 (%) 31-3-2023 (%)
Machinery (at cost) 3,80,000 3,00,000
Accumulated 62,000 45,000
Depreciation

Additional Information:

A machine costing % 50,000 on which accumulated depreciation was % 20,000
was sold at a profit of 10%

(b) From the following information, calculate Cash Flows from Financing
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Activities:

Particulars 31-3-2024 ()
Equity Share Capital 12,00,000
11% Debentures 3,00,000
Securities Premium 1,40,000

Additional Information:
Interest paid on debentures amounted to X 40,000.

31-3-2023 (})
8,00,000
4,00,000
1,00,000

Q.3 On 31% March 2024 following is the Balance Sheet of Bhavik Ltd.
Bhavik Ltd.
Balance Sheet as at 31st March 2024

Particulars Note 31-3-2024 }) | 31-3-2023 (%)
No.

I. Equity and Liabilities

1. Shareholders funds

(a) Share Capital 12,00,000 10,00,000

(b) Reserves and Surplus 1 4,00,000 3,00,000

2. Non-current liabilities

L ong-term borrowings 2 6,00,000 10,00,000

3. Current Liabilities

(@) Trade Payables 5,00,000 1,00,000

(b) Short-term provisions 3 3,00,000 4,00,000

Total 30,00,000 28,00,000

Il. Assets

1. Non-current Assets

(a) Property, Plant and

Equipment and Intangible

Assets

Property plant and equipment | 4 19,00,000 15,00,000

Non-current Investments 3,00,000 4,00,000

2. Current Assets

(@) Inventories 4,50,000 3,00,000

(b) Trade Receivables 2,50,000 4,00,000

(c) Cash and Cash 1,00,000 2,00,000

Equivalents

Total 30,00,000 28,00,000

Additional Information

Note | Particulars 31-03-2024 | 31-03-2023

No. €3] ®

1 Reserves and Surplusi.e. Balancein | 4,00,000 3,00,000
Statement of Profit and Loss

2 Long-term borrowings 6,00,000 10,00,000
10% Debentures

3 Short-term provisions 3,00,000 4,00,000
Provision for tax

4 Property plant and equipment 21,50,000 16,00,000
Plant and Machinery
Less: Accumulated Depreciation 2,50,000 1,00,000
Net Block 19,00,000 15,00,000
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Additional Information :

(1) During the year a piece of machinery costing % 8,00,000 accumulated
depreciation thereon X 50,000 was sold for X 6,50,000

(i1) Debentures were redeemed on 31-03-2024.

Calculate:

(@) Cash flows from Investing Activities

(b) Cash flows from Financing Activities

Answer

A 2B 3B 4D 5C
Particulars Amount () | Nature of Activity
Proceeds from Loan Obtained +6,00,000 Inflow from Financing
Net Cash from Financing Activities 6,00,000
Loan Advanced (1,00,000) Outflow from Investing
Purchase of Machinery (5,00,000) Outflow from Investing
Net Cash Used in Investing Activities | (6,00,000)

Ans. Calculation of Cash Flows from Investing Activities
for the year ended 31st March 2024

Particulars ®) ®
Purchase of Machinery (1,30,000)
Sale of Machinery 33,000
Net Cash used in Investing (97,000)
Activities
Machinery A/c
Dr. Amount ) | Cr. Amount (%)
Particulars Particulars
To Balance b/d 3,00,000 By Bank/ Cash A/c | 33,000
To Statement of Profit | 3,000 By Accumulated 20,000
& Loss- Depreciation A/c
Profit on Sale
To Bank/ Cash A/c 1,30,000 By Balance c/d 3,80,000
(Baancing figure)
4,33,000 4,33,000
Accumulated Depreciation A/c

Dr. Amount (X) | Cr. Amount ()
Particulars Particulars
To Machinery A/c | 20,000 By Baance b/d 45,000
To Balance c/d 62,000 By Depreciation A/c | 37,000

82,000 82,000

b) Calculation of Cash Flows from Financing Activities for the year ended 31st March 2024

Particulars ®) €3]

Issue of Equity Shares (including premium of 4,40,000

340,000)

Redemption of 11% Debentures (1,00,000)
Interest paid on debentures (40,000)
Net Cash flows from Financing Activities 3,00,000
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Ans. Calculation of Cash Flows from Investing Activities
for the year ended 31st March 2024

Particulars )
Purchase of Plant and Machinery (13,50,000)
Sale of Machinery 6,50,000
Sale of Non-Current Investments 1,00,000
Net Cash used in Investing Activities (6,00,000)
Working Note Plant and Machinery A/c
Particulars Amount Particulars Amount (%)
Q)
To Balance b/d 16,00,000 | By Bank/Cash Alc 6,50,000
To Bank/ Cash 13,50,000 | By Accumulated 50,000
Alc Depreciation A/c

(Balancing figure)

By Statement of Profitand | 1,00,000
Loss - Loss on sale of

machinery
By Balance c/d 21,50,000
Calculation of Cash Flows from Financing Activities for the year ended 31st March 2024
Particulars ® ®
Issue of Shares 2,00,000
Redemption of 10% Debentures (4,00,000)
Interest paid on debentures (1,00,000)
Net Cash used in Financing Activities (3,00,000)

WORK-SHEET |1 (20 MARKYS)

Which of the following transactions will not result in the inflow of cash ?
(A)  Cash deposited in the bank
(B)  Payment of salaries 80,000 50,000
(C)  Issue of 9% debentures 10,00,000
(D)  Purchase of machinery Rs. 2,00,000

Redemption of Debentures/Preference shares results into:
(A)Source of fund (B) Use Or application of fund
(C) No flow of fund (D) No flow of cash

Statement-| : Snow Limited earned a profit of Rs 2,00,000 after charging depreciation of
Rs 50,000 on machinery. So, operating profit before working capital changes
would be Rs 2,50,000.
Statement-11 : Depreciation is added back to net profit asit does not result
in any cash flow.

Choose the correct option from the following:
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(A)Only Statement-1 istrue.

(B) Only Statement-I1 istrue.

(C) Both the Statements are false.
(D) Both the Statements are true.

Income tax refund is a cash of:
(A)Source
(C) Both (A)& (B)

(B) Application
(D) None of these

Which of the following item is not included in cash and cash equivalents ?

(A)Trade Receivables (B) Demand deposits with bank
(C) Short-term marketable securities (D) Cheques in hand

From the following calculate Net Profit before tax and Extraordinary items.
Equity share capital (31st march 2019) 8,00,000
Equity share capital (31st march 2018) 8,00,000
10%prefrence share capital (31st march 2019) 6,00,000
10%prefrence share capital (31st march 2018) 6,00,000
Surplusie Balance in statement of profit and loss (31st march 2019) 7,20,000
Surplusie Balance in statement of profit and loss (31st march 2018) 4,00,000
Unpaid dividend (31st march 2019) 20,000
Additional information:
1) Propose dividend on equity shares for the year 2017-18 and 2018-19 are RS.
160000 and Rs 2,00,000 respectively.
2) An Interim dividend of Rs 40,000 on Equity Shares was paid.

From the figures given in the Balance Sheet and additional information, calculate 'Cash
Flows from Investing Activities and 'Cash Flows from Financing Activities.
Balance Sheet of SHOBHA Ltd. as at 31st March, 2022

Particulars Note |31.3.2022% | 31.3.2021
No. %

| — Equity and Liabilities:

1. Shareholders’ Funds

(d)Equity Share Capital 8,00,000 6,00,000

(b) Reserves and Surplus 1 2,00,000 50,000

2. Non-Current Liabilities

Long-term Borrowings 2 4,00,000 3,00,000

3. Current Liabilities

(A)Trade Payables 40,000 45,000

(b) Bank Overdraft 1,00,000 85,000

(c) Short-term Provisions 3 30,000 20,000

Total 15,70,000 11,00,000
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Il — Assets:
1. Non-Current Assets
Fixed Assets
(i) Tangible Assets 4 6,00,000 5,00,000
(ii) Intangible Assets 5 50,000
2. Current Assets
(A)Inventories 5,00,000 4,00,000
(b) Trade Receivables 4,00,000 90,000
(c) Cash and Cash Equivalents 70,000 60,000
Total 15,70,000 11,00,000
Notes to Accounts:
Note | Particulars 31.3.2022 % | 31.3.2021
No. %
1 Reserves and Surplus 2,00,000 50,000
Surplusi.e. Balance in Statement of
Profit and Loss
Total 2,00,000 50,000
2 Long-term Borrowings 4,00,000 3,00,000
10% Debentures
Total 4,00,000 3,00,000
3 Short-term Provisions 30,000 20,000
Provision for Tax
Total 30,000 20,000
4 Tangible Assets 7,00,000 6,50,000
Machinery
Less: Accumulated Depreciation (1,00,000) | (1,50,000)
Total 6,00,000 5,00,000
5 Intangible Assets - 50,000
Goodwill
Total - 50,000

Additional Information :
3. A piece of machinery costing X 1,60,000 was sold at a loss of ¥ 20,000. Depreciation
charged during the year amounted to < 40,000.

4. 1,00,000, 10% debentures were issued on 31.3.2022.

2 (a) From the following infor mation, calculate Cash Flows from Investing Activities:

Particulars 31-3-2024 (%) 31-3-2023 (%)
Machinery (at cost) 3,80,000 3,00,000
Accumulated Depreciation 62,000 45,000
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Additiona Information:

A machine costing X 50,000 on which accumulated depreciation was X 20,000 was sold at

aprofit of 10%

(b) From the following information, calculate Cash Flows from Financing Activities:

To Baancec/d 1,00,000 By Depreciation A/c | 40,000

1,90,000

1,90,000

Particulars 31-3-2024 (}) 31-3-2023 ()
Equity Share Capital 12,00,000 8,00,000
11% Debentures 3,00,000 4,00,000
Securities Premium 1,40,000 1,00,000
Additional Information:
Interest paid on debentures amounted to X 40,000.
ANSWER KEY
1 |A 2.B 3.D 4.B 5.A 1
6 Particular Details Amount 3
Surplus (720,000 - 4,00,000) 3,20,000
Add: Tax and extraordinary items:
Proposed dividend of equity shares 1,60,000
Interim dividend 40,000
Proposed dividend of preference share 60,000 2,60,000
60,000@10%
Net profit before tax and extraordinary 5,80,000
items
7 6
Machinery Account
Particulars Amount Particulars Amount
() ®)
To Baance b/d 6,50,000 By Accumulated Depreciation A/c | 90,000
To Bank A/c (purchase) | 2,10,000 By Bank A/c (sae) 50,000
By Statement of P/L (l0ss) 20,000
By Balance c/d 7,00,000
8,60,000 8,60,000
Dr. Accumulated Depreciation on Machinery A/c Cr.
Particulars Amount () | Particulars Amount ()
To Machinery A/c | 90,000 By Balance b/d 1,50,000
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Cash Flow from Investing Activities

Particulars Amount (%)
Purchase of Machinery (2,10,000)
Sale of Machinery 50,000

Net cash used in investing activities (1,60,000)

Cash flow from financing Activities

Particulars Amt.
Issue of Equity share capital 2,00,000
Issue of 10% Debentures 1,00,000
Interest Paid on 10% Debentures (30,000)
Bank Overdraft taken 15,000
Net cash generated from financing activities 2,85,000
Ans. Caculation of Cash Flows from Investing Activities
for the year ended 31st March 2024
Particulars ® ®
Purchase of Machinery (1,30,000)
Sale of Machinery 33,000
Net Cash used in Investing (97,000)
Activities
Machinery A/c
Dr. Amount (%) | Cr. Amount (%)
Particulars Particulars
To Balance b/d 3,00,000 By Bank/ Cash A/c | 33,000
To Statement of Profit | 3,000 By Accumulated 20,000
& Loss- Depreciation Alc
Profit on Sale
To Bank/ Cash Alc 1,30,000 By Balance c/d 3,80,000
(Balancing figure)
4,33,000 4,33,000
Accumulated Depreciation A/c

Dr. Amount (X) | Cr. Amount (%)
Particulars Particulars
To Machinery A/c | 20,000 By Balance b/d 45,000
To Balance c/d 62,000 By Depreciation A/c | 37,000

82,000 82,000

b) Calculation of Cash Flows from Financing Activities for the year ended 31st March 2024

Particulars ®) ®)

Issue of Equity Shares (including premium of 4,40,000

340,000)

Redemption of 11% Debentures (1,00,000)
Interest paid on debentures (40,000)
Net Cash flows from Financing Activities 3,00,000
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CBSE BOARD QUESTION PAPER 2025 67-1-1

Read the following instructions carefully and follow them :

()

(vi)

This question paper contains 34 questions. All questions are

compulsory,
This question paper is divided into two Parts : Part- A and Part-B.
Part - Ais compulsory for all candidates.

Part - B has two options. Candidates must attempt only one of the

gien options,
Option-I : Analysis of Financial Statements

Option-II : Computerised Accounting

Questions number I to 16 (Part-A) and Questions number 27 to 30

(Part-B) are multiple choice questions. Each question carries I mark.

Questions number 17 to 20 (Part-A) and Questions number 31 and 32
(Part-B) are Short ansuwer type questions. Each question carries 3 marks.

Questions number 21, 22 (Part-A) and Question number 33 (Part-B) are

Long answer type-I questions. Each question carries 4 marks.

(viir) Questions number 23 to 26 (Part-A) and Question number 34 (Part-B) are

(ix)

Long answer type-II questions. Each question carries 6 marks.

There 15 no overall choice. However, an internal choice has been

provided in few questions in each of the parts.
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1.

2,

PART-A
(Accounting for Partnership Firms and Companies)

Sara and Tara were partners in a firm. Their capitals as on 1% April, 2023
were ¥ 6,00,000 and ¥ 4,00,000 respectively. On 1% October, 2023, Tara
withdrew T 1,00,000 for personal use. According to the partnership deed,
interest on capital was allowed @ 8% p.a.
The amount of interest allowed on Tara’s capital for the year ended
318 March, 2024 was :
(A) T 28,000 (B) 30,000
(C) 748,000 D) 32,000

Assertion (A) : Each partner carrying on the business of the firm is the
principal as well as the agent for all the other partners of
the firm.
Reason (R) : There exists a relationship of mutual agency between all
the partners,
Choose the correct option from the following :
(A) Both Assertion (A) and Reason (R) are correct and Reason (R) 1s the
correct explanation of Assertion (A).

(B) Both Assertion (A) and Reason (R) are correct, but Reason (R) is not
the correct explanation of Assertion (A).

(C) Assertion (A) 1s correct, but Reason (R) is incorrect.

(D) Assertion (A) is incorrect, but Reason (R) is correct.

(a) VL Ltd. offered for public subscription 90,000 equity shares of T 10
each at a premium of 10%. The entire amount was payable on
apphcation. Applications were received for 1,00,000 shares and
allotment was made to all the applicants on pro-rata basis. The
amount received on application was :

(A) T10,00,000 (B) ¥9,00,0
(C) ¥9,90,000 (D) ¥11,00,000
OR

(b) VX Ltd. issued 30,000, 8% debentures of ¥ 100 each at a discount of
10% redeemable at a certain rate of premium. On issue of these
debentures, Loss on issue of debentures account’ was debited with
¥ 4,50,000, The amount of premium on redemption of debentures

was .
(A) 3,00,000 B) 1,50,000
(€ 30,000 D) 4,550,000
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4, (a)

(b)

Kartik, Inder and Lalit were partners in a firm sharing profits and
losses in the ratio of 4 : 3 : 2. With effect from 1%t April, 2024, they
decided to share profits and losses in the ratio of 2 : 3 : 4. For this
purpose, the goodwill of the firm was valued at ¥ 1,80,000.

The necessary journal entry to show the effect of the above will be :

Dr. Cr.
Particulars Amount | Amount
) )
(A) | Lalit's Capital Alc Dr. | 40,000
To Kartik's Capital Ale 40,000
(B) | Kartik's Capital Ale Dr. | 40,000
To Lalit's Capital Al 40,000
(C) | Lalit's Capital Alc Dr. | 1,80,000
To Kartik's Capital Ale 1,80,000
(D) | Kartik's Capital Alc Dr. | 1,80,000
To Lalit's Capital Ale 1,80,000
OR

Nidhi, Pranav and Ishu were partners in a firm sharing profits and
losses in the ratio of 5 : 4 : 1. With effect from 1# April, 2024, they decided
to share profits and losses in the ratio of 4: 1: 5. On that date, there was
a debit balance of ¥ 4,00,000 in the Profit and Loss Account. The

necessary journal entry to show the effect of the above will be ;

Dr. Cr.
Particulars Amount | Amount
() )
(A) |Ishu's Capital Alc Dr. | 1,60,000
To Nidhi's Capital Ale 40,000
To Pranav's Capital Ale 1,20,000
(B) | Profit & Loss Alc Dr. | 4,00,000
To Nidhi's Capital Ale 2.00,000
To Pranav's Capital Ale 1,60,000
To Ishu's Capital Ale 40,000
(C) |Nidhi's Capital Alc Dr. | 2,00,000
Pranav's Capital Alc Dr. | 1,60,000
[shu's Capital Ale Dr.| 40,000
To Profit & Loss Ale 4,00,000
(D) | Nidhi's Capital Ale Dr.| 40,000
Pranav’s Capital Alc Dr. | 1,20,000
To Ishu’s Capital Ale 1,60,000
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Moksh and Pron were partners in o firm sharing profits and losses in the
ratin of 1 : & Their capitals were ¥ 500,000 and T 3,040,000 respoctively.
Thay admitved Tushar as a new parioer on 170 April, Z0Ed er 14A8% alware
in future profite. Taesheare brouaght ® A 000 060600 na has ahoare of capreal T han
goodwill of the firm on Tushoar's ndmission will be :

CAY B 16,040, Dk B T A4 00, 000

(0 8 00,0060 (M T 120400000

Money received in advance from the sharcholders before it s actunlly
cilled up by the direciors is

[N credited to calls kn advenes oo couwnt.

(B dobited to calleg in advancs aooount.

{7 crodited to onlls mocount

(I debhited tocalls in arrears nocownt

fa)  Debeptures in respect of which all details  including names,
addreases and particulars of holding of the debepture holdera aee
entered in o register kopl by the company are called ;
Ay Bearer debhemnploares (B} Radeamablo debenluraes
L ] Ragiatorod debaniures (5] Hecured debspbuares
OR
h) That portion of the called up capital which haa been actually received
from the sharaholders is known as :
(A} Paid up capital () Cralled wup capital
(T} Uncalled capitnl k] Reserve capitnl

fa) DMisha, Sacrila and laha were partpoers in a Orm aharing prolita and
Iosass in the ratio of 3 @ 2 : 1. With affect from 1 April 2024, they
decided that they will share peofits and loeses ogually. The gain or
fr:-:rlﬁm by the partnera due o change in profit sharing ratio will

Ay Misha's saceifice 106, Isha's gain L6
iRy Misha's gain 176, [sha's aacrifics 106
(C)  Misha's ancrifice 146, Sarita’s goin 158, Isha's anerifice 106G
(I¥y DMisha's saorifios 153, Isha's pain 173
R
(b}  Bim. Tishn and Aryan wore poctnors shoring profite and leasses in the
ratio of 4 : 7 - 1. The firm closes ite books on 219 BMorch cvory yoar,
Tieho died on 19 July, 2024, Sia and Arvan will meguaire Tiaha's shore
in whioh of the following ratic 2
4y 1:1 By 4:1
o 47 My 7:1

Anuj and Kartik warse pariners in a firm sharing profice and logsss in thae
watio of 5 : 4 Ay weithdmew ® 200400 in iLhe bagrinnang ol swvery albarnin b
miomith stavting: Brom 12 April, 202% during the year ended 319 Aarok,
2024, Intorcst on Anuje drowings o8 6% poo, for the vonr epded 3]
Maorch, 2024 will be :

A T H A0 {B) T 1E00

(0 g {0y ¥ 2600

16, {al  Vishesh, Manik and Amit waere pariners inoa firm sharing prefite and

boeaes in the ratie of 5 © 4 - 1. Amil rebiced on 8319 AMarch, 2024,
Visbhasah and Manik rll.'.qul'r\-m!. Amit'a ahare in the ratio of 2 = 5. The
new profit sharing vatio betarsen Vishoah and Moanik aftor Amadt's
rotiromont will bo -
Ay B4 B3 2:3
oy 1:1 (DY 27:272
DR

{bY Varshn, Avvan and Nimie were pactners in s frm sharng profite aond
lomsos o the ratde of 2 ;2 1L Varsha reteod and surrenderod 153 of
hor share in favour of Arvan and the romaining share in fevoar of
MiTmit, The new profit sharing ratée betweaan Aryvan aond MNimot will b
Ay 201 B 8H:7
ey 1:2 i 11

11. When the partners’ copitnls nre fixed. the drowings made by o partoner are

recorded on the :

Ay Debit side of Partnes's Coapital Account.
(B Credit side of Partnes’s Caplonl Aceoumt.
(7))  Dehit side of Partner’'s Current Accouwnt.
(1 Crodit gide of Fartnar’s Current Aceouwnt,

13, 4000 phaves of T 10 sach were forfeited for opon-poayment of sccond and

finnl onll money of ¥ 2 por share, The minimum amount thoat the compmmy
must collect at the tme of reissue of these shares will be

[ S R - L T ] FU SR e T

£ T ik ] {3 T b, e
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13.

14,

15.

16.

On 1¢t April 2023, Veebee Ltd. issued 20,000, 13% debentures of T 100
each at a discount of 10% redeemable at a premium of 5% after 4 years.
Total amount of interest on debentures for the year ending 315t March,
2024 will be :

(&) 72,00,000 (B) 2,60,000

(C) ¥1,00,000 (D) ¥3,00,000

Arushi, Vivaan and Mitali were partners in a firm. On 31% March 2024,
the firm was dissolved. On that date the firm had debtors of ¥ 60,000 and
provision for doubtful debts of ¥ 3,000 were existing in the books. Debtors
of ¥ 8,000 proved bad and full amount was realised from the remaining
debtors. The amount realised from debtors was :

(A) ¥60,000 (B) ¥ 55,000

(C) ¥52,000 (D) ¥49,000

Ashmit, Veena and Rohan were partners in a firm sharing profits and
losses in the ratio of 3 ; 2 ; 1. Veena retired on 31% March, 2024. The
capital accounts of Ashmit, Veena and Rohan showed a credit balance of
< 2,00,000, T 1,80,000 and ¥ 1,20,000 respectively after making all
adjustments relating to revaluation, goodwill, reserves etc. Veena was
paid in cash brought in by Ashmit and Rohan in such a way that their
capitals were in proportion to their new profit sharing ratio. The new
capitals of Ashmit and Rohan will be :

(A)  Ashmit ¥ 3,75,000 and Rohan ¥ 1,25,000

(B) Ashmit ¥ 2,00,000 and Rohan ¥ 1,20,000
(C) Ashmit ¥ 2,50,000 and Rohan ¥ 2,50,000
(D)  Ashmit ¥ 3,00,000 and Rohan ¥ 2,00,000

Nita, Vidur and Mita were partners in a firm sharing profits and losses in
the ratio of 3 : 4 : 1. On 1% April 2024, they decided to admit Samir as a
new partner. The new profit sharing ratio between Nita, Vidur, Mita and
Samir will now be 1:1:1: 1. The balance sheet of Nita, Vidur and Mita
before Samir's admission showed machinery at ¥ 6,00,000. On the date of
admission, it was found that the machinery is overvalued by 20%.

The value of machinery shown in the new Balance Sheet after Samir’s
admission will be :

(A)  T7,50,000 (B) ¥4,80,000

(C) %7,20,000 (D) 5,00,000
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17. Zaina, Yash and Kiran were partners in a firm sharing profits and losses
in the ratio 2 : 2 : 1. Zaina died on 1# July, 2024. As per the partnership
deed, Zaina's share of profit or loss till the date of her death was to be
calculated on the basis of sales.

Sales for the year ended 31# March, 2024 amounted to ¥ 4,00,000 and that
from 1t April to 30th June, 2024 was ¥ 1,50,000. The profit for the year
ending 31# March, 2024 was calculated as ¥ 1,00,000. The books of
accounts are closed on 31¢ March every year.

Calculate Zaina's share of profit in the firm till the date of her death and
pass necessary journal entry for the same.

18. (a)

19. (a)

The firm of Amish, Nitish and Misha, who have been sharing profits
in the ratio of 2 : 2 : 1, have existed for some years. Misha wanted
that she should get equal share in the profits with Amish and Nitish
and she further wished that the change in the profit sharing ratio
should come into effect retrospectively for the last three years. Amish
and Nitish had agreement for this.

The profits for the last three years were :

202122 11,15,000

202223 ?1,24,000

2023-24 211,000

Show adjustment of profits by means of a single adjustment journal
entry. Show your working clearly.

OR

Vidhi, Manas and Ansh were partners sharing profits and losses in
the ratio of 2 : 3 : 5. Ansh was given a guarantee that his share of
profits in any given year would not be less than ¥ 1,20,000. Deficiency,
if any, would be borne by Vidhi and Manas equally. Profits for the
year ended 31% March, 2024 amounted to ¥ 2,00,000.

Pass necessary journal entries in the books of the firm for division of
profits.

Delight Ltd. purchased assets worth ¥ 4,00,000 and took over
liahilities of ¥ 70,000 of Marvel Ltd. for a purchase consideration of
% 3,60,000. Delight Ltd. paid the purchase consideration by issuing
11% debentures of ¥ 100 each at a premium of 20%.
Pass necessary journal entries in the books of Delight Litd.

OR
Prime Ltd. took over assets of T 6,00,000 and liabilities of ¥ 1,00,000
of Rabi Ltd. for a purchase consideration of ¥ 3,60,000. Prime Ltd.
issued 10% debentures of ¥ 100 each at a discount of 10% in full
satisfaction of purchase consideration.
Pass necessary journal entries in the books of Prime Litd.
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20,

21,

22.

The capital of the firm of Rajat and Karan is ¥ 15,00,000 and the market
rate of interest 18 12%. Annual salary of Rajat and Karan is ¥ 20,000 and
7 30,000 respectively. The profits for the last three years were ¥ 2,40,000,
¥ 2,80,000 and ¥ 3,20,000.

Goodwill of the firm is to be valued on the basis of two years purchase of
last three years' average super profits. Calculate the goodwill of the firm.

Pass necessary journal entries for issue of debentures for the following

transactions :

(1) Kiero Ltd. issued 80,000, 9% debentures of ¥ 100 each at par,
redeemable at a premium of 10%.

(1) Naro Ltd. issued 50,000, 10% debentures of ¥ 100 each at a premium
of 5%, redeemable at a premium of 10%.

Raja, Bharat and Vedika were partners in a firm sharing profits and
losses in the ratio of 2 ; 2 ; 1. Their Balance Sheet as on 31# March, 2024
was as follows :

Balance Sheet of Raja, Bharat and Vedika as on 31% March, 2024

Liabilities Am([;;:mt Assets Am{g}unt
Creditors 80,000 | Bank 15,000
General Reserve 50,000 | Stock 70,000
Capitals : Debtors 85,000

Raja 1,10,000 Furmture 1,20,000
Bharat 1,00,000 Machinery 1,40,000
Vedika __90,000/ 3,00,000

4,30,000 4,30,000

Vedika died on 315 July, 2024. According to the partnership deed, her

legal representatives are entitled to the following :

() Balance in her capital account

(i) Interest on capital @ 8% p.a.

(i) Her share in the profit upto the date of death to be calculated on the
basis of last year's profit. Vedika's share of profit was ¥ 3,000.

(iv) Her share of goodwill calculated on the basis of two years purchase of
average profits of last three years. The average profit of last three
years was % 40,000. Vedika's drawings upto the date of death were
£ 12,000.

Prepare Vedika's Capital Account to be rendered to her executors.
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23.

24.

PL Ltd. was registered with an authorised capital of ¥ 10,00,000 divided
into 1,00,000 equity shares of T 10 each. The company offered to the public
for subseription 90,000 equity shares.

Applications were received for 82,000 equity shares and shares were
allotted to all the applicants. All money due was received with the
exception of first and final call money of ¥ 2 per share on 2,000 shares
allotted to Atishay. His shares were forfeited.

Answer the following questions ;

(1)  The amount of ‘Calls in Arrears’ disclosed in ‘Notes to Accounts’ will be ;

(A) 4,000 ®) % 16,000
(C) Nil (D) 720,000
(1) The number of shares of PL Ltd. after forfeiture will be ;
(A) 98,000 (B) 88,000
(C) 82,000 @) 80,000

(1) In the ‘Notes to Accounts’, the amount disclosed under ‘Share
Forfeiture Account’ will be :
(A) 16,000 (B) ¥4,000
(C) 220,000 (D) Nil
(iv) In the ‘Notes to Accounts’, the amount disclosed under ‘Issued
Capital will be :
(4) ¥10,00,000 (B) ¥9,00,000
(C) ¥8,20,000 (D) T8,00,000
(v) Balance in ‘Share Forfeiture Account’ will be shown in ‘Notes to
Accounts’ in the balance sheet of PL Ltd. under ;
(A) Authorised capital
(B) Issued capital
(C) Subscribed capital
(D) Will not be shown in ‘Notes to Accounts’
(vi) The amount of ‘Share Capital disclosed in the balance sheet of
PL Ltd. will be :
(A) 78,00,000 (B) 8,16,000
(C) 79,16,000 (D) ¥7,90,000

Pags the necessary journal entries for the following transactions on the

dissolution of a partnership firm of Vibha and Ajit after various assets

(other than cash) and external liabilities have heen transferred to

Realisation Account :

(i) Creditors worth ¥ 46,000 accepted ¥ 9,000 cash and furniture of
¢ 32,000 in full settlement of their claim.

(1) The firm had stock of ¥ 20,000. Ajit took over 40% of the stock at a
discount of 10% while the remaining stock was sold for ¥ 18,000,
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25.

(ii1) Vibha was appointed to look after dissolution work for which she was

(iv)
v)
(vi)

(@)

(b)

allowed a remuneration of ¥ 16,000. Vibha agreed to bear the dissolution
expenses, Actual dissolution expenses T 15,000 were paid by Vibha,

Ajit's loan of ¥ 45,000 was settled at T 42,000,

A machine which was not recorded in the books was taken over by
Vibha at ¥ 23,000, whereas its expected value was ¥ 28,000.

The firm had a debit balance of T 20,000 in the Profit and Loss
Account on the date of dissolution.

Altima Ltd. invited applications for 1ssuing 2,00,000 equity shares of
¥ 10 each at a premium of 7 4 per share. The amount was payable as
follows :

On application and allotment — ¥ 7 per share (including premium ¥ 1)

On first and final call — Balance

Applications were received for 2,40,000 shares. Applications for
30,000 shares were rejected and pro-rata allotment was made to the
remaining applicants. Excess money received on application and
allotment was returned. Manvi, who was allotted 4,000 shares failed
to pay the first and final call money. Her shares were forfeited. All
the forfeited shares were reissued at ¥ 4 per share fully paid up.

Pass necessary journal entries in the books of Altima Ltd.
OR

Pass necessary journal entries for forfeiture and reissue of forfeited
shares in the following cases :

(i) Macil Ltd. forfeited 3,000 shares of ¥ 100 each issued at 20%
premium for the non-payment of allotment money of ¥ 30 per
share and first call of ¥ 40 per share (including premium ¥ 10).
The second and final call of T 30 per share (including premium
¥ 10) was not yet called. Out of these, 2,000 shares were
reissued at ¥ 80 per share paid up for T 90 per share.

(1) Avian Ltd. forfeited 10,000 shares of T 10 each on which the
first call of ¥ 4 per share was not received and the second and
final call of ¥ 1 per share was not yet called. Out of these, 4,000
shares were reissued to Ajay as fully paid up for ¥ 9 per share.
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26.

(a) Aryan and Adya were partners in a firm sharing profits and losses in the

ratio of 3 : 1. Their Balance Sheet on 31% March, 2024 was as follows :
Balance sheet of Aryan and Adya as at 31** March, 2024

C Lot Amount Amount
Liabilities ® Assets @)
Capitals : Machinery 3,90,000

Aryan  3,20,000 Furniture 80,000
Adya  _2.40.000| 5,60,000 | Debtors 90,000

Workmen's Less : provision for

Compensation Reserve| 20,000 | doubtful debts _ 1,000 | 89,000

Bank loan 60,000 | Stock 77,000

Creditors 48,000 | Cash 32,000

Profit & Loss Account 20,000

6,88,000 6,88,000

Dev was admitted into the firm on 1% April, 2024 for 1/5% share in
the profits of the firm on the following terms :
(i) Dev will bring capital proportionate to his share in the profits of

the firm.

(1) Goodwill of the firm was valued at ¥ 2,00,000 and Dev will bring
his share of goodwill premium in cash.

(1) Machinery was revalued at ¥ 4,50,000.

(iv) A provision for doubtful debts was to be created at 5% on debtors.
(v) Aliability of ¥ 3,500 included in creditors was not likely to arise.
Prepare Revaluation Account and Partners’ Capital Accounts on
Dev's admission.
OR

(b) Ashish, Vinit and Reema were partners sharing profits and losses in the
ratioof 2: 2 : 1. Their Balance Sheet on 31% March, 2024 was as follows :
Balance sheet of Ashish, Vinit and Reema as at 31¢ March, 2024

C yeqees Amount Amount
Liabilities ? Assets @
Capitals : Patents 80,000
Ashish 200,000 Furniture 3,00,000
Vinit 2,00,000 Stock 1,70,000

Reema _1,00,000| 5,00,000 | Debtors 80,000
General Reserve 50,000 | Less : provision for
Bills Payable 80,000 | doubtful debts _ 8,000 | 72,000
Creditors 40,000 | Cash 48,000
6,70,000 6,70,000
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21.

(b)

(1) Goodwill of the firm was valued at ¥ 60,000 and the same was
adjusted into the capital accounts of Ashish and Reema who
will share profits in future in the ratio of 3 : 2,

(1) Value of stock was to be reduced by T 10,000.

(ii) Patents are found undervalued by 20%.

(iv) Vinit was paid ¥ 20,000 immediately on retirement and the balance
was transferred to his loan account carrying interest @ 8% p.a.

Pass necessary journal entries on Vinit's retirement.

PART-B
OPTION -1
(Analysis of Financial Statements)

The tool of analysis of financial statements which indicates the trend
and direction of financial position and operating results is
(A) Comparative Statements  (B) Common Size Statements
(C) Cash Flow Analysis (D) Ratio Analysis

OR
Ratios that are calculated for measuring the efficiency of operations
of the business based on effective utilization of resources are known
as :
(A) Profitability ratios (B) Solvency ratios
(C) Turnover ratios (D) Liquidity ratios

The Debt Equity Ratio of Manak Enterprises is 2.5 : 1. Which of the
following transaction will result in increase in this ratio ?

(A) Purchase of goods on credit T 2,00,000.
(B)
(C) Issue of debentures ¥ 6,00,000,

Payment to creditors T 3,00,000.

(D) Sale of furniture of the book value of ¥ 4,00,000 at a profit of 10%.

29. (a) Which of the following are operating activities for the purpose of

preparing cash flow statement ?
(i) Cash payments to suppliers for goods and services,

(1) Dividend received from investments in other enterprises.

(1) Cash receipts from royalties, fees, commissions and other

revenues.
(iv) Cash repayments of amounts borrowed.

(A) (), (it) and (1) (B) (1) and (i)
(C) (1), (i11) and (iv) (D) (i1) and (1v)

OR
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(b) Which of the following statements is incorrect ?

(A) Payment of dividend and interest will result in cash outflow
from financing activities.

(B) Payment of employee benefit expenses will result in cash
outflows from operating activities.

(C) Receipt of interest and dividend will result in cash inflow from
financing activities.

(D) Operating activities are the principal revenue generating
activities of the enterprise,

30. Statement-I : Investing activities are the acquisition and disposal of

31.

32.

long term assets and other investments not included in
cash equivalents.

Statement -1II : Cash payments to acquire fixed assets including
intangibles and capitalised research and development
results in cash outflow from investing activities.

Choose the correct option from the following

(A) Both the Statements are true.

(B) Both the Statements are false.

(C) Only Statement I 1s true.

(D) Only Statement II is true.

Classify the following items under major heads and sub-heads (if any) in
the Balance Sheet of the company as per Schedule-III, Part-I of the
Companies Act, 2013 :

(1 Computer software

(1) Outstanding salary

(1)) Work in progress

From the following information of CN Ltd., prepare a common size
Statement of Profit and Loss for the years ended 31# March, 2023 and
315t March, 2024 :

2023-24 | 2022-23
() ®)
Revenue from operations 40,00,000 | 20,00,000
Purchase of stock-in-trade 8,00,000 | 4,00,000
Other expenses 400,000 | 2,00,000
Tax @ 50%

Particulars
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33, (a) Calculate opening and closing Trade Payables from the following
information :
Total purchases ¥ 15,00,000;
Cash purchases are 25% of credit purchases;
Trade payables turnover ratio s 4 times;
Closing trade payables are two times of opening trade payables.
OR
(b) From the following information, calculate Return on Investment':
Shareholders Funds ¥16,00,000

10% Debentures < 8,00,000
Current Liabilities ¢ 2,00,000
Current Assets ¢ 5,00,000

Non-Current Assets £21,00,000
Net profit after tax was T 3,00,000 and the tax amounted to ¥ 1,00,000.

34. (a) From the following information, calculate Cash Flows from Investing

Activities :
. 31-3-2024 | 31-3-2023
Particulars Q) Q)
Machinery (at cost) 3.80,000 | 3,00,000
Accumulated Depreciation 62,000 45,000

Additional Information :
A machine costing T 50,000 on which accumulated depreciation was
¥ 20,000 was sold at a profit of 10%.

(b) From the following information, calculate Cash flows from Financing

Activities :
Particulars 31'?&2)024 31'3(3'}23
Fquity Share Capital 12,00,000 | 800,000
11% Debentures 3.00,000 | 4,00,000
Securities Premium 1,40,000 | 1,00,000

Additional Information :
Interest paid on debentures amounted to ¥ 40,000.
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CBSE BOARD MARKING SCHEME 2025 67-1-1

T
n MARKING SCHEME
i ACCOUNTANCY (D55)
EXFECTED ANSWERS / VALUE FOINTS
SECTION A
I | ). Sara and Tara were partners.. ..
|
Ans. (D) 32,000 iirk
2 | 0}, Assertion {A): Each partoer carrving. ...
Ans (A) Both Asserton (A) and Reason |R) arc commect and Reasen (R} s the correct explanation of 1
Asserion (A mark
3 | 0)ia) VL Ltd. offered for public subscription...
1
A, (T30 211,000,000 mark
OR OR
). (b} WX Lid, issued 30000, 8% Debeniures... 1
ik
Ans (BT 5000
4 | 0. (a) Kortik, Inder and Lalit were partners....
Ans (A)
Particulars Dir. Cr.
Amount Aot
LA (T 1
[A) Labit’s Capiral Afe D 400,000 mirk
To Knrrik's Capital A'c 40,000
DR DR
0. (hy Nidhi, Pranav and Ishy were parmers....
Ans (01
Particulurs D, 2
Amound AT
i) {2 1
(] Midha's Capuial A Lir. AR LN mark
Pranny’s Capital A [ 150 0
Ishu's Capatal A Cir SIELH
To Profin & Los Adc 4,00,
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5 | € Moksh and Pran were partners in a firm...
Ans, (H) 24,00, 410 m:rl—:
6 | Q. Money received in advance from the shareholders...
Ans, (A) Credited to calls in advance account m:rl—:
7 | @) (a) Debentores in respect of which all details....
Ans. (C) Begistered debentures mz:rli
(R L]
(b} That portion of the called wp.....
Ans. (A) Pard up capital mz: rk
£ | 0. Misha, Sarita and Isha were partoners ....
Ans. (A) Misha's sacrifice 176, [sha's pain 1/6 mz:rl—;
(R OR
(). (b} Sia, Tisha and Arvan were partners sharing. .. |
mark
Ans, (H) 41
4 | ). Anuj and Kartik were partoers in a firm...
Ans U] 4200 mz:rli
10 | ). {a) Vishesh, Manik and Amit were pariners...
Ans, (D) 2724 m:rl—:
OR ORr
0} (b) Varsha, Aryan and Nimit.......
Ans, (H) BT m:rli
11 | Q. When the Partners” capitals are fixed...
Ans, (C) Debit side of Partner’s Current Account. mz: rk
12 | . 4,000 shares of 210 esch were forfeited...
Ams, (A L8 O m:: rk
13 | 0. On 1" April 2023, Verbes Lid. issued 20,000, 13% debentures. ..
Ans, (H) 22 Gl 0 ma:rli
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14 | ©). Arushi. Vivaan and Mitali were partners..
1
Ans. (C) 2352000 mark
15 | 0. Ashmit. Veena and Hohan were partners in a firm...
|
Ans {A) Ashot 33,75 06000 and Fohan 31,25, (00 mark
16 | (). Nita, Yidur and Mita were partners in a firm...
1
Amns, ([ 300,000 mark
17 | €} Laina, Yash and Kiran were partners in a firm..
Ans,
Books of Laina, Yash and Kiran
Journal
Date Particulars L.F. Dr. Cr.
Amount | Amount
(1) k4]
224
Julvl | Profit and Loss Suspense At Dr. 15000 14
lTo Lama’s Capital Adc 15,000
{Zmna's share of profit transferred to ber capital account)
Calculation of Firm's profits till £aina’s death: E 2
If sale is 400,000, the profit = 41,00, (0
If sale 15 €1,50,(00, the profit = £1,00,000 x 150,060
4 00 DD
1'%
= 237,500
Caleulation of Zaina's share of profit gl death = 337,500 x 2/5
=215,000
3
(If an examinee has shown correct calealation in any ether form, full credit is to be given) marks
18 | 0. ia) The firm of Amish, Nitish and Misha...
Ans,
Houoks of Amish, Mitish and Misha
Jonrmnal
Date Particulars L.F. Dir. Cr.
Amount | Amount
(4] (4]
Amish's Capitul Ade Dr. A 000
Nitish's Camtal Adc Dir. A0 00 1%
o Misha's Capital Afc ORI
{Adjustment of profit for the last three vears on account of
chanpe in profit sharing ratio)
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Adjustment able

Partners Dr. Profits (%) Cr. Profits (%) Ner Effect
2:l:1 1:1:1 Dr. () Cr. (%)
Amish L, E 0 150 000 RIERIIGH
MNitish 180,000 150,000 30,000 1%
Mlisha L)L 1,540,000 Ak (I
4,50,000 4,340, 0460 b AN LR LI i
)
(If an examinee has shovwn the corvect working in any other form, full eredit showid be given) marks
0OR OR
). (h) Vidhi, Manas and Ansh were partners sharing. ..
Ans,
Books of Vidhi, Manas and Ansh
Jowrnal
Date Particulars L.F. I¥r. Cr.
Ameunt | Amount
() (L4
2024 Profit & Loss Appropriation A'c Cir. 2 A0k
Mar.31 [ To Yidho's Capital A'c 40, 0D
To Manas's Capatal Adc G I 1%
I'c Ansh's Capital Adc L L )
{Profit distributed among the partners in their profit sharing %
ratio
Vidhi's Capital Ac Dr. 100,000 1%
Manas's Camtal Adc Dr. L0, 000 o
I't Ansh's Capital Adc 20,00K)
{ Defictency for Ansh borme by Vidhi and Manas equally) 3 marks
Altermate Answer: Atlornle
Amswer:
Books of Vidhi, Manas and Ansh
Jonrnal
Date Particulars L.F. Dr. Cr.
Amount | Amount
i) (K4
204 Profit & Loss Appropristion A'c Cir 200k 0
Mar.31 | To Vidhi's Capital Afc 30,000 | | 3 marks
l'o Manas's Capetal Al S0
To Ansh's Capital Adc L, 200 LK)
{Profit distnibuted among the partners in thewr profit sharing
ratio with pusrantesd amount to Ansh)
1% | ) (a) Delight Ltd. purchased assets worth...
Ans,
Books of Delight Ltd.
Journal
LM | Particulars | L.F. | Dr. | Cr.
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Amueunt Amount
(<) (k4]
Assets Ade Dr. 400,000
Groodwall Adc Dr. 30000 1%
To Liabilities Ale LI
To Marve! Lid. 1600040
[ Aszsets and habilibes of Marvel Lid. taken over) +
Marve| Lid. D, 360,000
To 11% Debentures Afc 100,004 1
To Secunties Premium At fid {100 =
{Is=zue of 3,000 debentures at a premium of 2004 3
Marks
OR R
). (b Prime Lid. took over assets of 6,000,000, ..
Ans.
Bousks of Prime Lid.
Journal
Date Particulars L.F. e, Cr.
Amdaunt Amaunt
i) (%
Assels Arc L. f, LR
T'o Liabilities Adc PRI 1%
Tis Baba Lid. 3ed 000
To Capital Reserve Adc 1440000
{Assets and liabilities of Babi Ltd. taken over)
Kabu Lud. [r. A 640, 000
Discount on 1ssue of debentures Alc D 40,000 14
Lo L% Debentures Adc AR =
(Issue of 4,000 debentures at a discount of 10%) 3
Marks
20 | ©}. The capital of the firm of Rajat and Karan is...
Amns, Goodwill= Super profit x Number of vears” purchase
Marmal profit= Normal Rate of returmd ER) x Capital Employed
= 120100 % 15,00, O
=EESOO0: s e
Average profit= (2,400,000 ¥2 20,0004 3,20 000173
= &2 B0.000
Average profit less partners” salary= £2,80,000- 350,000 i
s BDAB000:- 2 s ] Marks

Average Super profit’ Super profit = Average profit - Normal profit
=$2 30,000- 3180000

Gondwill= Super profit x Number of yesrs” purchase
= $50,000 x 2
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Alternate

Alternate answer! Answer
Interest on capital employed = 120100 x3 15 (] 000= < 180,000
Partners salary= F200008) +% 30,000 = 350,000
Mormal Profit= Interest on capital emploved + Pariners” salary= %1 80006 +250,000= ¥2 30 0. . _. El
Average profit= (22,40, 0004 32 80,0004 3,20 00033 3 marks
Average Super profit= Average profit - Mommal profit
=32 800 22,30, 00K)
Ooodwill= Super profit x Mumber of years purchase
= L5000 x 2
21 | Q. Pass necessary journal enfries. ...
Amns,
L
Books of Kiers Lid.
Journal
Date Particalars L.F. Dr. Cr.
Amount Amount
(% i)
Hank AJc [Dir. BB O, R
T'o Debenture Apphcation and Allotment Adc B0, 0, 00K
{Debenture application money received)
Drebenture Apphication and Allotment Adc D, B, (0, (RO
Loss on Issue of Debentures Adc D #O0 RO (1xI)
Fo 9% Debentures Ao S
To Premium on Redemption of Debentures Adc LRIRIE
{Debenture application money transferred to debentures and
premium on redemption of debentures account)
(i1}
Books of Naro Ltd. e
Journal
[hate Particalars L.F. Dr. Cr.
Amount Amounnt
(K] (£}
Bank Asic . S2 500600
I'o Debenture Application and Allotment A/c 52,50,00K
{Debenture application money received)
Debenture Application and Allotment Adc Dir. 5250, 0610k
Loss on lssue of Debentures Afc D 5,00, (ech (1x2)
To 10% Debentures A'c 50,000,004 o
l'o securnties Premum A'c 2,50 0H) 4
marks

To Premium on Redemption of Debentures Adc
{Debenture application money transferred to debentures and
premium on redemplion of debentures sccount)

S U R
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2I | O} Haja, Bharat and Vedika were partners in...
Ans.
Books of Haja, Bharat and Vedika
Iir. Vedika's Capital Ade Cr.
Particulars Amount Particulars Amuount
i) )
T Drawings Ade |2 000 | By Balance hid TR
T Vedika's Executors Ade 1.0 400 | By General Reserve Adc PO ]
“ix g
By Interest on Capital Ade 2 4060
By P& L Suspense Adc ERIILL -
SPITTRER i 4
By Raja"s Capital Ade 0D o
By Bharat™s Capital Adc. R
1,21 400 1.21 4K
I3 [ ) PL Lad. was registered with ...
Ans.
() Ml
{aah { D) K000 Ix6
(omn) LA £ 16, O =
{av) (B L4 O, D L
marks
(vl (O} Subscribed capital
(vi) (B ¥8, 16 000
24 | O} "ass the necessary journal entries. ..
Ans.
Books of Yibha and Ajit
Journal
Date Particulars L.F. Drr. Cr.
Amount | Amount
E4] (%)
{1} Healisation Ad'c . L
To Cash Adc QM
(Creditors accepted cash and furniture 1o full settlement of
their claim)
{11) At Capital Adc Dr. 7,200
Cash' Honk Adc Lir. 18 _LHEAH
To Realisation Adc 25,200
(4% of the stock was taken over by At and the remaining
stork sold for ¥ 18 000}
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{1i] Healisation Adc D, 16,
To Vibha's Capital A 1,000
(%ibha was allowed a remuneration to leok after dissolunon
work)
{1v} Ajit Losn Adc Dir. 35 000 Ixé
To Cash/ Bank A'c 42 0
To Realisation Alc 3,000 =
[Aqt°s lorn was settled)
{v} Vibha's Capital Adc L. 23 f
To Bealisation Adc 23,0000 mear ks
{Unrecorded machinery taken over by Vibha)
{vi} Vibha's Capital Adc [r. 141,000
Apt’s Capital Afe Lir. 141,000
I'o Profit and Loss Ade 20,000
{Dehit balance of Profit and Loss account debited to the
partners” capital pocoumnts)
25 [ Q. (a) Altima Ltd. invited applications for issuing. ..
Ans,
Books of Altima Ltd.
Journal
Date Particulars LF. Dr. Cr.
Amount | Amount
() (£}
Hank AJc L. 16, 8 U0
F'o Equity Share Application and Allotment Adc L3, 800,004
{Apphcanon money received on 2 20000 shares @27 per share,
including premium £1)
Equity Share Application and Allotment Afc Dir, [ 6, 300000
I'c Equity Share Capital A/fc 12,060, 00K)
I'c Securties Premium A'c RALRRNIE]
I'o Bank Adc 2 R0000
{Transter of application money to share capital and excess
application money refumnded )
Equity Share First and Final call A'c L. [ 4, (W1, 000
l'o Equity Share Capital Afc 800, (W Ix6
l'o Secunties Premium Adc i, 0,000
{ Amount due on share first and final call) =
Bank Ase L, 13, 72000
To Equity Share First and Final call A 13,772,004 f
mar ks

{Amount received on share first and final call)
or
Bunk Asc D,
Cull in arrears Alc Dr.
Fo bgurty Share First and Fal Call Ade
{ Amount received on share first and final call)

Equity Share Camtal Afe [r.
Securities Premium At i}

I'o Share Forferture Adc

I'o Equity Share First and Final Callf Calls in Arrears Alc
{4000 shares forfeited for non-payvment of first and final catl
money |

13,72 060
28,000

440,000
12,040

14,06 L)

24 004
28 1)
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Hank AJc L. 16 L0
Share Forfoiture Al . 24 0130
To Equity Share capital A 200K
{ Beissue of 4,000 shares ot #4 per share fully paid)
OR
C). (b) Pass necessary journal entries for forfeiture and reissue. ..
{i}
Books of Macil Lid.
Jowrnal
[hate Particulars L.F. Dr. Cr.
Amoeunt | Amount
it} (k4]
Share Capital Alc Lir. 2 A0 L
Securities Premium Afc Dr. A0k (06
Tao Share Forferture A G LK
To Share Allotment A/c O, 000
To Share First Call Afc [.20,000
{3000 shares forferted for non-payment of allotment and first call
mcney |
or
Share Capital Alc [r. 2 40,000
Securittes Premium Adc [ A0b 00
To Share Forferture Al T
To Calls in Arrears Alc 210,00
{ 300 shares forferted for non-payvment of allotment and first call
money)
Bank Asc Lir. 1 B
To Share Capital Ak 160,000
To Secunties Premium Afc 20,000
{ Beissue of 2 000 shares (@390 per share 280 paid up)
Share Forferture At D, ik (0
T'o Capital Heserve Adc A0.00H
{ Balance in share forfeiture account transferred to capital reserve)
{np
Bouks of Avian Ltd.
Journal
Date Particulars L.F. D, Cr.
Amount | Amount
(1) (4]
Share Capital A'c L. ALk LD
Tao share Forfeiture A S0
To Share First Callf Calls in Arrears Alfc¢ 40,000
{ 10,0008 shiares forfented for non-payment of first call money)
Hank Asc L. EL R
Share Forfeiture Alc [, 4, 00K}
Ta Share Capital A/ 20000
{Beissue of 4000 shares $9 per share fully paid up)
Share Forfeiture Al D, L&, (0
To Capital Reserve Alc TN

{Balance in share forfeiture account transferred to capital reserve)

OR

(1x3)

i1x3)

marks
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Creneral Reserve Ade LIr. Sk, (LG
To Ashish’s Capital Alc
To Vinit's Captal Adc
To Reema's Capital Alc
{Ceneral Beserve crediied to partners’ capital accounts)
Ashish’s Capital Alc Dr. 12,0
Reema's Capital Alc . [ 2,000
To Vinit's Capital Afc
(¥imit's share of goodwill adjusted in the capital accounts of
Ashish and Reema in the gaiming ratio)
Vit s Capital Asc L. 2 4H
To Cash Alc
To Vamt's Loan A'c
(Vinit was paid *20,000 on retirement, and the balance
transterred to his loan sccount)

200,000M)
2000
IR

24 (M)

204K
22K

PART B
OFTION 1
{Analysis of Financial Statements)

27 | () ia) The tood of analysisof .........
Amns. (A) Comparshive stalements I'El::l"i
L] OR
). (b) Hatios that are caleulated for measuring the efficiency... I'El::l"i
Amns. () Tumover miios
28 | () The Debt Eguity Hatio of Manak Enterprises. ..
Ans. () Issue of debentures £6 040,00 m::rli
20 | ). (a) Which of the following are operating activities...
Ams, (B (1) and {1} m::rk
R (8] ;4
). (b} Which of the following statements is incorrect? |
mark
Ans, (C) Recept from interest and dividend will result in cash intlow from financing activities
30 | ). Statement 1;
Investing activities are the acquisition and disposal...
Amns. (A} Both the Stutements are true, m::rh
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31

). Classify the follwing items under major heads...

Amns,
ltem Major head Sub-head
(1] Computer software Mon-Current Assets | Property, Plant and Equipment and [ntangible
Assets — Intangible Assets Yix by
{1} Chetstanding salary Current Liabilities Crther Current Liabilities =
3 marks
{11k} Work 1n progress Current Assels Inventories
32 | ©). From the following information of CN Lid....
Amns,
Common Size Statement of Profit and Loss of CN Lid.
for the vears ended 315t March, 2023 and 315t March, 2024
Absolute Amounts Percentage of
Hevenoe from operations
Particulars 022-I3 23-24 2022-23 2023-24

(E4] (t) ("l (")
Eevenue from Operations 200,00, (e <1, (1 00 100 100
Less Expenses:
Purchase of stock i trade < L G o, L (e 20 2l
(Mher expenses 2 00k 000 4,00 Wy 1] L

3

l'otal expenses oo LIk M (RN 30 £l muarks
Frofit before tax ERCIRCNE 28, (W, 000 Tl Tl
Less Tax w50t T 00k (D [ERCIRLE 15 i5
Profit after tax 7.0k 0D 14, (R CHL 35 15

i3

). (a) Caleulate spening and closing Trade Pavables. ...

Ans,

Trade payables turnover ratio= Net Credit purchases! Average Trade Pavables ... ...

Total purchases = Cash purchases+ Credit purchases

+ 15,00, 000= " Credit purchases + Credit purchases
+15,00,(010= 54 Credit Purchases

Credit Purchases %15, 00,000 x 4/5

Credit purchases= F 1200000 ..o et st s s

i}

4 04
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Trade payables tumover ratio= Net Credit purchases’ Average Trade Payables
o 4 =¥12 (0,000 Aversge Trade Payables
= Averape Trade Puvables= €3 00,000

Average Trade Pavables= (Opening Trade Payables + Closing Trade Pavablesy'2
= 23,000,000 = {Opening Trade Payables + 2 Opening Trade Payablesy2
= Opening Trade Payables= 33 00,000 % 2/3

= Opening Trade Payables=2 00000, ... it it e

Closing Trade Pavables= 2 x Opening Trade Payables
= (losing Trade Pavables= 2 x €2, 00000
= Closing Trade Pavables=

OR
0}, (b) From the following information..........

Ans,

Return on Investment= Profit before interest and tax/ Capital Employved = 100 ...

Profit before Interest and Tax= Met profit after tax + Tax + Interest on Debentures
= Profit before Interest and Tax= 335 00,000 + #1100 000+ 80000

= Profit before Interest amd tas= B0 0. o i e

Capital emploved= Sharcholders Funds+ Debentures
= Capital employed= ¥ 16,00,000 + 2 800,000

= Capital employed= ¥ 200,000, ... e

or
Capital emploved= Non-Current assets + Current Assets - Current Liabilities
= {”Llrllta] emploved = $21,00, 000 + 5 (00,000 - 2 (41,000
= Capital employed= 324.00,000

Beturn on myvestment= (£, 80,000/ 24000080 < 100

e TRy VIR et e e OSSR

4
Marks

OR

4 marks

M

). (a) From the following informatiem...
Ans,
Caleulation of Cash Flows from Investing Activities
for the vear ended 31" March 2024

Particolars ()

i)

Purchase of Machinery (1,530,000
Sale of Machinery 3,000

Met Cash wsed in Investing Activities

(57 L

lir. Machinery Alc

iCr.

Particalars Amount FParticulars

&4

Amaunt

[E4]

o Balance bid 1000040 | By Bank/Cash Adc

To Stutermnent of Profit & Loss- 3.000 | By Accumulated Depreciation Alc

Frofit on sale
I'o Bank/ Cash Alc [ 30,0041 | By Balance c/d
{Balancing fizure)

433 (e

A5
2000

3,850,000

4,335,000

i1x3)
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Ir. Accumulated Depreciation Afc Cr.
Particulars Amount Particulars Amount
[E4] [E4] -
T Machmery Adc 20,0600 | By Balance b'd 45 000
To Balance c'd 62, M0 | By Depreciation Adc 37000
A2 (R 22 00

(b} From the following information...

Calculation of Cash Flows from Financing Activitics

for the year ended 31°° March 2024 5
Farticulars ) [E1]
Issue of Equity Shares (including premium of 240,040 4 40 00
Redemption of 1 1% Debentures {0, (R 000 ) (x4
Interest pand on debentures {0, 000y =
Met Cash flows from Financing Activities 300, () L]
mearks

CBSE BOARD QUESTION PAPER 2025 67-2-1

General Instructions :

Read the following instructions carefully and follow them

(i) This gquestion paper codoing 34 guestions, All  queslions  are
compulgory,

(L) This guestion paper ia diveded indo o Parts @ Part — A and Part - B,
fitt)  Fart—A is compiifsory for all condicdales,

fiv) Part — B has two options, Condidates must oftempt ondy one of the
Eiven oplions.

Option-I : Analyeis of Financial Statements
Option-f1 : Computerised Acconunting
fu} Cuestions number I bo I8 (Part-A) and Questions number 27 o 20

(Part-B) are multiple choice questeona. Each queation carrees 1 moark,

fui) Questions number 17 to 20 (Part-A) and Questions nember 31 and 32
(Pori-B) are Short anawer tvpe guestions. Koch guestion corries 3 marks.

fuii) Questions number 21, 22 (Poart.A) ond Question number 33 {Part-B) are
Long answer bype-I questions. Each question carries 4 marks.

fuiie) Grieabions number 28 lo 28 (Pari-A) and Quesiion number 34 (Pari-B) are
Lorng answer fvpe-L guestions. Each question carries & marks,

fix) There e no overall choice However, on internal choice has been
provided in few questions in cack of the parts,

PART - A

(Accounting for Partnership Firms and Companies)
1. Arun, Bashir and Joseph were partners in a firm sharing profits and
loases in the ratio of 5: 3 : 2. They admatted Daksh as a new partner who

th
acquired his share entirely from Arun. If Arun sacrificed 1: from his

o
ahare to Daksh, Daksh's share in the profits of the Orm will be
1 1
(A) 10 (B} 5
3 2
oy — — 1
(<) 0 ) 5

194




2.

Elza, Fenn and Garry were partners in a firm sharing profits and losses
in the ratio of 4 : 3 : 1. Fenn was guaranteed T 25,000 as his share in the
profits. Any deficiency arising on that account was to be met by Eliza. The
firm earned a profit of T 80,000 for the year ended 31¢* March, 2024. The
amount of profit credited to Fenn's capital account will be :

(A) 730,000 (B) 40,000

(C) ¥25,000 (D) 10,000

Wayne, Shaan and Bryan were partners in a firm. Shaan had advanced a
loan of ¥ 1,00,000 to the firm. On 315 March, 2024 the firm was dissolved.
After transferring various assets (other than cash & bank) and outside
liabilities to Realisation Account, Shaan took over furniture of book value
of ¥ 90,000 in part settlement of his loan amount. For the payment of
balance amount of Shaan'’s loan Bank Account will be credited with ;

(A)  ¥1,00,000 (B)  ¥90,000

(C)  ¥1,90,000 (D) T10,000

Pulkit and Ravinder were partners in a firm sharing profits and losses in the
th
ratio of 3 : 2. Sikander was admitted as a new partner for % gshare in the

profits of the firm. Pulkit, Ravinder and Sikander decided to share future
profits in the ratio of 2 : 2 : 1. Sikander brought ¥ 5,00,000 as his capital and

¥10,00,000 as his share of premium for goodwill. The amount of premium for

goodwill that will be credited to the old partners’ capital accounts will be :
(A) Pulkit's Capital Account ¥ 10,00,000

(B) Pulkit's Capital Account ¥ 6,00,000 and Ravinder's Capital Account
$4,00,000

(C) Pulkit's Capital Account ¥ 5,00,000 and Ravinder's Capital Account
< 5,00,000

(D) Pulkit’s Capital Account ¥ 2,00,000

Kajal and Laura were partners in a firm sharing profits and losses in the

th
ratio of 5 : 3. They admitted Maddy for i share in future profits. Maddy

brought ¥ 8,00,000 as his capital and ¥ 4,00,000 as his share of premium
for goodwill. Kajal, Laura and Maddy decided to share profits in future in
the ratio of 2 : 1 : 1. After all adjustments in respect of goodwill,
revaluation of assets and liabilities etc. Kajal's capital was ¥ 15,00,000
and Laura's capital was ¥ 8,00,000., It was agreed that partners’ capitals
should be in proportion to their new profit sharing ratio taking Maddy's
capital as base. The adjustment was made by bringing in or withdrawing

the necessary cash as the case may be. The cash brought in by Kajal was :
(A) %1,00,000 B) 8,00,000
(C) 216,00,000 (D) % 12,00,000
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10,

11.

Assertion (A) : The maximum number of partners in a partnership firm is 50,
Reason (R) : By virtue of the Companies Act 2013, the Central
Government 18 empowered to prescribe maximum number of
partners in a firm, The Central Government has prescribed
the maximum number of partners in a firm to be 50.
Choose the correct option from the following :
(A) Both Assertion (A) and Reason (R) are true and Reason (R) 1s the
correct explanation of Assertion (A).
(B) Both Assertion (A) and Reason (R) are true, but Reason (R) is not
the correct explanation of Assertion (A).
(C) Assertion (A) 18 true, but Reason (R) 1s false.
(D) Both Assertion (A) and Reason (R) are false.

Nandita and Prabha were partners in a firm. Nandita withdrew
T 3,00,000 during the year for personal use. The partnership deed
provides for charging interest on drawings @ 10% p.a. Interest on
Nandita's drawings for the year ended 315* March, 2024 will be :

(A) ¥9,000 (B) 30,000

(€) 218,000 D) 715,000

Radhika, Mehar and Shubha were partners in a firm sharing profits and
losses in the ratio of 9 : 8 : 7. If Radhika’s share of profit at the end of the
year amounted to ¥ 5,40,000, Shubha's share of profit will be :

(A) 5,40,000 B) 74,80,000

(€) 760,000 D) 7 4,20,000

Suhas and Vilas were partners in a firm with capitals of T 4,00,000 and
th
T 3,00,000 respectively. They admitted Prabhas as a new partner for %

share in future profits. Prabhas brought ¥ 2,00,000 as his capital.
Prabhas’ share of goodwill will be :

(A)  ¥1,00,000 (B) <10,00,000

(C) ¥9,00,000 (D) 20,000

Offer of securities or invitation to subscribe securities to a select group of
persons by a company (other than by way of public offer) is known as :

(A) Sweat equity (B) Incorporation cost

(C) Private placement of shares (D) Employee stock option plan

Ajay Ltd. forfeited 100 shares of T 10 each for non-payment of first call of
¥ 1 per share and second and final call of ¥ 3 per share. The minimum
price per share at which these shares can be reissued will be :

A) %6 B) 4

©) 710 D) %16
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1.

iml
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Y

oy

fim)
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15,

The amount of ahare capital which a company s authoriaed o iaaus
b ita Memorandum of Asaocation e konown as
LY Mlovrmninal eapiatal [ = 1 ensnaenel rnp'l.l'.:ll
{7y Hansary v caypenkaal [ B3] Hubaoribed capatml

O
Aocording to Securpitios and Exchoange Booscd of India (SEBI),
guidelines, mindimum suabsoviption of capitnl oannot be loas than O0%
ol 1
[N ] Anthorised caplvml (W EN] Tesued capital
{7y Hosocrvoe capital [y Subscribod capitml

Dahantures on which & company dosa not give any andertaking for
tha ropayment of money borcowaod aro callod
L Boarer Dobontures (B} Secured Dlebentuares
{t“} Froappzasbram ] Iehariares CEN Hllu_i.ntum:t Ihesberern il vaarania

LY H
If the smoaocuant of deobonturea ismand is eore than thes amount of the
net neraota tnlkom owvor by o company, the difforence will e trostod o -

2y Clagpitnl Rescrve (4 EN] Coodweill
Oy TPurchose Considerstion (Y Goenoral Heseowve
The following journnl entry appesars do the boolks of Taoatwvion Tad. @
- e .
nm-.n| Fartioualsrs A e (e | A mant (%)
Bank A .. ... | A, TFH, OO
Lavpes on issws of debentures Afo L. | IL] T B,
To 12% Dobentures Ade B, CNEN 0N
To Promium on Hedemprion of
| Dehentures Afe . | soo00
T'hq- -!imc:::runl.- R BEE L rlf'llﬂl:wn'!-urw-u T
{4} 15246 [ =Y 5%
{7y TG [ B 5] Lo R
DO

PFobn Limitoed issuocd L8000, 9% deobeontures of T 108 goch ot 10%

discount omn 19 April, 20230 [t has o balanoce of 01,040,000 in

Soourities Premium Acoount. The Thescount oo issue of Deleent oces’

of & 1, 5db 0 will boe writibemn of -

L2y T L0000y out of Scouritics Promium SAoconnt and T 50,0040 owuat
o Biamtomoant of Profit aned Losa

(R} F EOHW out of Securities Premoaoum Accovmt and § 01, 000k, OO ot
of Statesment of Profit and Loss

{7 F L5000 out of Securitics Preomium Account

{0 TLED, 00N ol of Blabement of Prolt amnd Laosae

if) Aﬂ.u_:lh.n Dq-apa and Charu woera partners ahnﬂng rofite and losses
im the rotio of & 3 0 2, On 31= March, 2024, they decided to change
Lhesiy plﬂﬁt-lhﬂfulg ratio to 2 : 3 : 5. Each pnrt-.n.-nr'u gEaln or ascrifios
duier o change in nruﬁt-ﬁ'hn'r'inp[ eatic will b

(A Anisha’s aacrilico % Chara's gain 1

10
P Ey Andala’a Hll.':.n 'IJT: O hnreu’s amcralicos %
Ly Anisha's sacrifics 1 i Deapa’s gain i
10 ' 10
() Dreepa’s @nin 1—?:' Charu's sscrifice % L
DR
ikl Proot and Saral wors partnoers aharving profita and lossas in cha ratio

aof @ 2. On 31= March, 2024 they docided to change thoir profit
shoring ratic to 1 : 1. On the date of reconstitution goodwill of the
firm wos voalucd ot § L0000 The journol entry for treatment of
pocdwrill on nocount of chonges in profic sharing ratio will bha

M. L

Particulays A unt ) [ Amount (%)
[ %) Provt's Capital Adc ... Dr. 1,00,
Mo Bawraal’s Cappital Al 100, D
[ ES] Saral'a Capital Ade .. . 1, D, R
To Prect’s Capital Ado 1,00 DN
({8 Proats Capital Ade ... Dir, BRI E
To Sarnl's Capital AJdo 10, 0D
vy Sarml’s Capitel Adc 0000 Dir. LA, QR
T Proat's Capital Ade 1O (W 1

(al  Ishan, Jatin and Kapil were partoera in a Ton sharving profita and
loason in the satio -:-l‘:. 4 2 L. Jatin retived and his ahare was toloen
up by Ishnan oand Fn the ratio L @ 1. The new profit=-sharing ratio
betwann Tahan and Rﬁ]}ll after Jatin'a retirement will be
LA a1 Ny 1:1
() [ RN | ¥y - | 1

DR

() Snk=hi, Kinra and Gunjnn woeees poartners in o firm sharing profits
mmsd lopsas in tho ratio of 3 ; 2 ;0 1. Kisre reticod on 1-4-2028, Adtar
all adiustmants: the amount dus o KBiara sas @ B000608, The
poyvment was to e made in two vearly instanlments of T2 50,000
each plua incereat @ 10%% pey anmam an the unpaid balanca, The
amount of firet instalmoent poid on 21-032-2024 will
A T O, 0 (HY T2 TR M
Oy T 5 A0, 000 (00 T L GO DM 1
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17,

18.

19,

20.

Anubha and Yuvika were partners in a firm sharing profits and losses in
the ratio of 3 : 2. From 1% April 2024, they decided to share future profits
and losses in the ratio of 2 : 3. On this date, their balance sheet showed a
balance of ¥ 50,000 in General Reserve and a debit balance of ¥ 2,50,000 in
Profit and Loss Account. Partners decided to write off Profit and Loss
Account but decided not to distribute the General Reserve. Pass the
necessary journal entries for the above transactions on the reconstitution
of the firm. Show your workings clearly.

Sunny and Ujjwal were partners in a firm sharing profits and losses in
the ratio of 3 : 2. On 1% April, 2024 Timmy was admitted as a new partner

th
for % share in profits which he acquired equally from Sunny and Ujjwal.

On the date of Timmy’s admission the Balance Sheet of Sunny and Ujjwal
showed investments at ¥ 500,000 and a balance of ¥ 2,00,000 in

Investment Fluctuation Reserve.

Pags necessary journal entries for treatment of Investment fluctuation
reserve on the date of Timmy’s admission in each of the following cases :

(1)  Market value of Investments was ¥ 5,00,000,

1) Market value of Investments was ¥ 3,00,000.

(1) Market value of Investments was ¥ 2,00,000.

(

a) Apoorv Ltd. acguired building worth ¥ 15,50,000, Machinery worth
¥ 11,40,000 and Furniture worth ¥ 1,10,000 from Dhruv Ltd. and
took over 1ts liabilities of ¥ 2,00,000 for a purchase consideration of
¥ 25,00,000. Apoorv Ltd, paiﬁi the purchase consideration by issuing
12% debentures of ¥ 100 each at a premium of 25%.

Pass the necessary journal entries in the books of Apoorv Ltd. for
the above transactions.
OR

(b) Ajanta Ltd. purchased machinery worth ¥ 36,00,000 from Swjata Ltd,
Ajanta Ltd. paid half the amount to Sujata Litd. through a bank draft and
the balance by issuing 8% debentures of T 100 each at a discount of 10%.
Pass the necessary journal entries in the books of Ajanta Ltd. for the
above transactions.

(a) Aakash and Baadal entered into partnership on 1% October, 2023
with the capitals of ¥ 80,00,000 and ¥ 60,00,000 respectively. They
decided to share profits and losses equally. Partners were entitled to
interest on capital @ 10% per annum as per the provisions of the
partnership deed.

Baadal is given a guarantee that his share of Srnﬁt, after charging

interest on capital will not be less than ¥ 7,00,000 per annum.,

Any deficiency arising on that account shall be met by Aakash. The
rofit of the firm for the year ended 31 March, 2024 amounted to
13,00,000.

Prepare Profit and Loss Appropriation Account for the year ended

31 March, 2024.

OR
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21

22.

(b) Parul and Rajul were partners in a firm, sharing profits and losses
in the ratio of 5 : 3. The balance in their fixed capital accounts on
1#t April, 2023 were : Parul ¥ 6,00,000 and Rajul ¥ 8,00,000. The
partnership deed provided for ailuwing interest on capital at 12%
Eer annum. The net profit of the firm for the year ended 315 March,

024 was ¥ 1,26,000.

Prepare Profit and Loss Appropriation Account for the year ended
31# March, 2024. Show your working clearly.

Ridyum Limited issued 5,000, 9% debentures of T 500 each at a premium
of 10%. The amount was payable as follows :

On Application — ¥ 200 per debenture

On Allotment — Balance (including premium)

The debentures were fully subscribed and all amounts were duly received.

Pass the necessary journal entries for issue of debentures in the books of
Ridyum Limited.

Simar, Tanvi and Umara were partners in a firm sharing profits and
IUS?EISI in the ratio of 5: 6 : 9. On 31# March, 2024 their Balance Sheet was
as follows :

Balance sheet of Simar, Tanvi and Umara as at 31°¢ March, 2024

Liabilities An‘:{g;mt Assets Am{g;mt
Capitals : Fixed Assets 25,00,000
Simar 13,00,000 Stock 10,00,000
Tanvi 12,00,000 Debtors 8,00,000
Umara 14.00,000 | 39,00,000|Cash 7,00,000

General Reserve 7.00,000|Profit and Loss Account
Trade Payables 6,00,000|(2023-24) 2,00,000
52,00,000 52,00,000

Umara died on 30t June, 2024. The partnership deed provided for the
following on the death of a partner :

(1)  Goodwill of the firm be valued at 3 years purchase of average profits
for the last 5 years. The profit/loss for the previous four years were :
2022-23 : ¥ 3,10,000 (loss) 2021-22 : T 3,00,000 (profit)

2020-21 : ¥ 4,00,000 (profit) 2019-20 : ¥ 2,50,000 (profit)
Umara’s share of profit or loss till the date of her death was to be

calculated on the basis of profit or loss for the year ended 31# March
2024.

(a) Calculate Goodwill of the firm.

(b) Pass the necessary journal entry for the treatment of goodwill
on Umara'’s death.

(c) Calculate Umara’s share in the profit or loss of the firm till the
date of her death.

(d) Pass the necessary journal entry to record Umara’s share of
profit or loss till the date of her death.
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23. Pass necessary journal entries for the following transactions on
dissolution of the firm of Rajesh, Somesh and Yogesh after various assets
(other than cash) and third party habilities have been transferred to
Realisation Account :

(1)  Rajesh took over stock of ¥ 4,00,000 at a discount of 20%.

(1)) Somesh agreed to take over the firm's furniture, not recorded in the
books of the firm at ¥ 80,000.

(11) Land and Building of the book value of ¥ 60,00,000 was sold for
¥90,00,000 through a broker who charged 10% commission,

(iv) Ashish, an old customer, whose account for ¥ 70,000 was written off
as bad in the previous year, paid 60% of the amount.

(v)  Sundry Creditors of T 3,00,000 were settled at a discount of 10%.

(vi) Realisation expenses amounting to ¥ 21,000 were paid by Yogesh.

24, Following is the extract of the Balance Sheet of Vikalp Ltd. as per
Schedule-III, Part-I of Companies Act as at 31#¢ March, 2024 along with
Notes to accounts :

Vikalp Ltd.
Balance Sheet as at 31% March, 2024

Particulars Note No. 31-03-2024 | 31-03-2023
) Q)
I. Equity and Liabilities
(1) Shareholders Funds
(a) Share capital 1 59,60,000 50,00,000
‘Notes to accounts’ as at 31 March, 2023
Note Particulars 31-3-2023
No. %)
1. Share Capital :
Authorised capital
9,00,000 equity shares of ¥ 10 each 90,00,000
Issued capital :
5,00,000 equity shares of ¥ 10 each 50,00,000
Subscribed capital :
Subscribed and fully paid up
5,00,000 equity shares of T 10 each 50,00,000
Subscribed but not fully paid up Nil
50,00,000
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‘Notes to accounts’ as at 31¢t March, 2024 :

Note Particulars 31-3-2024
No. )

1.

Share Capital :
Authorised capital
9,00,000 equity shares of T 10 each 90,00,000
[ssued capital :
6,00,000 equity shares of ¥ 10 each 60,00,000
Subscribed capital :
Subscribed and fully paid up
5,80,000 equity shares of 7 10 each 58,00,000
Subscribed but not fully paid up

20,000 equity shares of ¥ 10 each,

fully called up 2,00,000
Less : calls in arrears

20,000 equity shares @

¥ 2 per share __40.000 1,60,000
59,60,000

Answer the following questions :

M)

(1)

()

The total face value of equity shares issued during the year 2023-2024
was

(A) ¥10,00,000 (B) ¥9,80,000

(€) T 4,20,000 D) % 11,00,000

The number of shares on which the called up amount was not
received were :

(A) 1,00,000 (B) 80,000

(€) 3,00,000 D) 20,000

On 1% April, 2024 Vikalp Limited forfeited all the shares on which
the called up amount was not received. On forfeiture, ‘Share Capital
Account’ will be debited by :

(A) ¥1,60,000 (B) T 40,000

(C) T2,00,000 (D) ¥2,40,000

On forfeiture, ‘Share Forfeiture Account’ will be credited with :
(A) T1,60,000 (B) T 40,000

(C) T2,00,000 (D) ¥ 2,40,000

If all the forfeited shares are reissued at ¥ 8 per share fully paid up,

the amount credited to ‘Capital Reserve A/c’ will be :

(A) T 40,000 (B) ¥ 1,60,000

(C) ¥2,00,000 (D) ¥ 1,20,000

If the forfeited shares are reissued at the minimum permissible
price, the amount credited to ‘Capital Reserve Account’ will be :

(A) ¥2,00,000 (B) T1,60,000

(C) T 40,000 (D) NIL
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25.

26.

(a)

(b)

(a)

Alexia Limited invited applications for issuing 1,00,000 equity

shares of ¥ 10 each at premium of ¥ 10 per share.

The amount was payable as follows :

On application T 9 per share (Including premium ¥ 6 per share)

On allotment ¥ 8 per share (Including premium T 4 per share)

On first and final call ¥ 3 per share.

Applications were received for 1,50,000 equity shares and allotment

was made to the applicants as follows :

Category A : Applicants for 90,000 shares were allotted 70,000

shares.

Category B : Aﬁ]plicanta for 60,000 shares were allotted 30,000

shares.

Excess money received on application was adjusted towards

allotment and first and final call.

Shekhar, who had applied for 1200 shares failed to pay the first and

final call. Shekhar belonged to category B.

Pass necessary journal entries for the above transactions in the

books of Alexia Limited. Open calls in arrears and calls in advance

account, wherever necessary.
OR

Pass the necessary journal entries for forfeiture and reissue of shares

in the following cases :

(1) Premier Ltd. forfeited 600 shares of ¥ 10 each issued at
a premium of ¥ 3 per share (payable with allotment) for
non-payment of allotment money of ¥ 7 per share including
premium. The first and final call of ¥ 3 per share was not yet
maﬁe. The forfeited shares were reissued at ¥ 13 per share fully
paid up.

(1) Risha Ltd. forfeited 1000 shares of ¥ 10 each, T 8 per share called
up issued at a premium of T 2 per share to Atul, for non-payment
of allotment money of ¥ 6 per share (including premium). Out of
these, 800 shares were reissued at T 7 per share, T 8 paid up.

Bittu and Chintu were partners in a firm sharing profit and losses in
the ratio of 4 : 3. Their Balance Sheet as at 315 March, 2024 was as
follows :

Balance Sheet of Bittu and Chintu as at 31*t March, 2024

. 1t Amount Amount
Liabilities Q) Assets @)

Capitals : Fixed Assets 15,40,000
Bittu 8,00,000 Stock 3,600,000
Chintu  6,00,000 | 14,00,000 |Debtors 1,40,000
General Reserve 2,10,000|Bank 70,000

Creditors 490,000
21,00,000 21,00,000
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(b)

th
On 1%t April, 2024, Diya was admitted in the firm fur% share in

the profits on the following terms :

(1) New profit sharing ratio between Bittu, Chintu and Diya will be
3:3:1.

(11) Fixed Assets were found to be overvalued by T 1,40,000.

(i11) Creditors were paid T 4,20,000 in full settlement.

(iv) Diya brought proportionate capital and ¥ 5,60,000 as her share
of goodwill premium by cheque.

Prepare Revaluation Account and Partners’ Capital Accounts.

OR

Rupal, Shanu and Trisha were partners in a firm sharing profits and
losses in the ratio of 4 : 3 : 1. Their Balance Sheet as at 31%t March,
2024 was as follows :

Balance Sheet of Rupal, Shanu and Trisha as at 315t March, 2024

T Amount Amount
Liabilities @) Assets @)

Capitals : Fixed Assets 8.20,000
Rupal 8,00,000 Stock 2,80,000
Shanu 6,00,000 Debtors 5,00,000
Trisha 2.00,000 | 16,00,000|Cash 7,20,000

General Reserve 3,20,000

Creditors 4.00,000
23,20,000 23,20,000

Trigha retired from the firm on 1% April, 2024 on the following terms :
(1) Trisha's share of profit was entirely taken by Shanu.

(1) Fixed assets were found to be undervalued by ¥ 2,40,000.

(1) Stock was revalued at T 2,00,000.

(iv) Goodwill of the firm was valued at ¥ 8,00,000 on Trisha's
retirement.

(v) The total capital of the new firm was fixed at T 16,00,000 which
was adjusted according to the new profit sharing ratio of the
partners. For this necessary cash was paid off or brought in by
the partners as the case may be.

Prepare Revaluation Account and Partners’ Capital Accounts.

203




27.

28.

29.

30.

3l.

32.

PART -B
OPTION -1
(Analysis of Financial Statements)

The Quick Ratio of a company is 1 : 1. Which of the following transactions
will result in increase in Quick Ratio ?

(A) Cash received from debtors (B) Seold goods on credit

(C) Purchased goods on credit (D) Purchased goods on cash

Statement-I : Snow Limited earned a profit of ¥ 2,00,000 after charging
depreciation of ¥ 50,000 on machinery. So, operating profit before
working capital changes would be ¥ 2,50,000.

Statement-1I : Depreciation is added back to net profit as it does not
result in any cash flow.

Choose the correct option from the following :

EA; Only Statement-I is true. {E% Only Statement-II is true.
C) Both the Statements are false. (D) Both the Statements are true.
(a) 18 not a tool of ‘Analysis of Financial Statements’.
(A) Income Statement (B) Ratio Analysis
(C) Comparative Statements (D) Cash Flow Statement
OR
(b) In ‘Common size income statement’ each item is expressed as a
percentage of :
(A) Total Income (B) Total Expenses
(C) Profit After Tax (D) Revenue from Operations

(a) Short-term highly liquid investments qualify as cash equivalents if
they are realisable into known amounts of cash from the date of
acquisition within a period of :

EA 6 months or less EE% 9 months or less

12 months or less D) 3 months or less
(b) Which of the following item is not included in cash and cash
equivalents ?

Demand deposits with bank
Short-term marketable securities

EE Trade Receivables
Cheques in hand

Classify the following items under major heads and sub-heads (if any) in
the Balance Sheet of a company as per Schedule-III, Part-I of the
Companies Act, 2013 :

1)  Work in progress

i) Securities premium

ii1) Creditors

From the following information, prepare a Comparative Statement of
Profit and Loss of Smart Ltd. :
Particulars 2023-24 3) [ 2022-23 ) |
Revenue from operations 24,00,000 20,00,000
Cost of materials consumed 6,00,000 4,00,000
Employee benefit expenses 4,00,000 2,00,000
Tax Rate 50%
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33 () From the following information, ecaleulnte  Opening  Trade
Roecoivablea and Closing Trade Hecelvables @
Trade Receivables Turnover Ratio — 4 times
Closimg Trade Recoivables wers © 20,000 more than that in the

beginning,

Clogt of Bevenue from opervations — € & 40,000,
Cash Hevenue [rom operations — — of Credit Hevenue [rom
Cperationsa
Cirnar Profit Hatin — 209565
OR
{ked From the following information, caleolate opening and  celosing
i ver bory -

Clrnas Profit Ratio — 20%6G

Bevenues from operations — T B 00000

Inventory turmnower ratio — <4 tiones

Dpeninge inventory was 2 times of the cloring inventory.

F4. On 31= March, 2024 following is the Balanos Shest of Bhavile Limited -
wvilh Lad.
H ot
Particulurs Note | 31-3-2024 | 51-3-2023
; 1. Shareholdora funda :
{a) Share Capital 1200000 | 1000, 0400
ih Haaarvas and Suarplus 1 o 0, DR 3,00, Oy
=, Mon-current liahilitias
Long-torm borrowings ] 5, CRD, OR0) 1O 0, D0
3. Current Liabilitics
{n} Trade Payahles e, UMD, DM 1, M0, DO
(b} Short-term provisions & A e OR R 4 R by
Total 20,00, 0D | 28000
T1. Assets
5 Mlon-current Assoets
(a) [Property, Plant ard
Egquipment and Intangible
Apsois
FProperty plant and d 150, 000, 000 | 15, 050, D00
I IEa nk
{h) MNMon-current Invastments R A, O D00
. Durrent Asaets
{m} [nventories ok, B0, OOy 3, B0, Oy
{h} Trade Rooceivablos 2, B, D00 o4, B0 000
() TUnsh aond Cosh Eguivalents L O Ok L O Oy
Total D000 000G | 28, 00,0600
Notes to Aceounts ;
Note Particulars A1-03-2024 | 31-03-2023
No. T} @)
1. Reaerves and Surpluz i.e. Balance in 4, 000, OO 3,00, 0000
Litatement of Profit and Loss
£ Long-torm borrowings
10% Doebooturos G 0, DD 10, D0 D0
3. Short-term provisions
FProvision for tax 3,000, Dy o, 00, (W)
4. FProperty plant and eguipment
Flant and Machinery 21, 50,000 16,00 000
Less : Accumulated Depreciation 2,50, 00D 1,0, (0K
1E_ 00 Q00 15 00 0

Additional Information :

(i} During the year a piece of machinery costing ¥ 8,040,000 accuomulated
depreciation thereon T 50,000 wae 2old for T 6,500,000

{ii} Debesntures were redeemed on 31-03-2024,
Calculate :

(a} Cash flows from Investing Activities

b} Cash flows from Financing Activities
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CBSE BOARD MARKING SCHEME 2025 67-2-1

&7 MARKING 5CHEME
/2 ACCOUNTANCY {055)
/1 EXPECTED ANSWERS / VALUE POINTS
SECTION A
1 | 0. Arun, Bashir and loseph were partners...,
1
ans. (B] 1/5 mark
2 | 0. Eliza, Fenn and Garry. ...
Ans. (A) 230,000 1
mark
3 | 0. Wayne, Shaan and Bryan were........
1
Ans. (D) 210,000 mark
4 | 0. Pulkit and Ravinder were partners....
1
Ans. [A) Pulkit’s Capital Account $10,00,000 mark
5 | 0. Kajal and Laura were partners in a firm...
1
Ans, (A)31,00,000 mark
& | 0. The maximum number of partners.....
1
Ans. (A) Both Assertion (A} and Reason (R] are true and Reasan (R) is the correct explanation of mark
assertion [A).
7 | 0. Nandita and Prabha were partners..
1
Ans. (D] %15,000 mark
B | 0. Radhika, Mehar and Shubha were partners in a firm....
1
Ans. (D] %4,20,000 mark
9 | 0. Suhas and Vilas were partners in a firm...
1
Ans.[D) 220,000 mark
10 | 0. Offer of securities or invitation....
1
Ans. [C) Private placement of shares mark
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11 | Q. Ajay Ltd. forfeited....
1
Ans. [B) 24 mark
12 | Q. {a) The amount of share capital which....
1
Ans. [A) Nominal Capital mark
OR OR
Q. (b) According to Securities and Exchange Board of India...
1
Ans. (B) Issued Capital mark
13 | Q. (a) Debentures on which a company.....
1
Ans. (] Perpetual Debentures mark
OR OR
Q. (b) i the amount of debentures issued....
1
Ans. [B) Goodwill mark
14 | 0. (a) The following journal entry...
1
Ans. (B} 5% mark
OR OR
Q. (b) Zeba Ltd. Issued..........
1
Ans. [A) 21,00,000 out of Securities Premium Account and 250,000 aut of Staterment of Profit and mark
Loss.
15 | 4. (a) Anisha, Deepa and Charu were partners in a firm...
1
Ans. (A) Anisha's sacrifice 3/10; Charu’s gain 3/10 mark
OR OR
Q. {b) Preet and Saral were partners....
Ans. (D)
Particulars Dr. Cr.
Amount Armaunt
(2] =) 1
(D} Saral’s Capital Afe....... Dr. 10,000 mark
To Preet's Capital Afc 10,000
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16 | Q. (a) Ishan, Jatin and Kapil were partners in a firm...
1
Ans. (D] 73 mark
OR OR
0. (b) 5akshi, Kiara and Gunjan....
1
Ans. (&) %3,00,000 mark
17 | Q. Anubha and Yuvika were partners in a firm..
Ans.
Books of Anubha and Yuvika
lournal
Date | Particulars L.F. Dr. Cr.
Amount | Amount
(=] (]
2024 | Anubha's Capital Afe Dr. 1,50,000
Apr.l | Yuvika's Capital Afc Dr. 1,00,000
To Profit and Loss Ajc 250,000 1
[Debit balance of profit and loss account debited to the partners
in their old prafit sharing ratio)
Apr.1 | Yuvika's Capital Afe Dr. 10,000
To Anubha's Capital Afe 10,000 1
[Adjustment of General reserve due to change in profit sharing
ratio)
Working Notes:
Old ratio = 3:2
New ratio= 2:3 1
sacrificed share= Old share- New share i
sacrificed share of Anubha= 375 -2/5= 1/5 {sacrifice) 3
Sacrificed share of Yuvikas 2/5 -3/5= -1/5 {gain] Marks
18 | Q. Sunny and Ujjwal were partners...
Ans.
Books of Sunny and Ujjwal
Journal
Date | Particulars L.F. Dr. Cr.
Amount | Amount
(=) (]
(i} | 2024 | Investment Fluctuation Reserve Afc Dr. 2,00,000
Aprl | Te Sunny's Capltal Afe 1,20,000
To Ujjwal's Capital Afc &0,000 1
{Investment Fluctuation Reserve distributed among old
partners in their old profit sharing ratic)
+
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{ii] " Investment Fluctuation Reserve A/c Dr. 200,000
To Investmants Afe 2 00,000 1
(Decrease in the value of investrments met out of
Investment Fluctuation Reserve) +
{TTH Investment Fluctuation Reserve Afc Dr. 2,00,000
Revaluation Aft Dr. 1,00,000
To Investments A'c 3,00,000 1
(Decrease in the value of investments met out of =
Investment Fluctuation Reserve and the balance out of 3
Revaluation account) marks
19 | Q. (a) Apoorv Ltd. acquired building...
Ans.
Books of Apoorv Ltd.
lournal
Date Particulars L.F. Dr. Cr.
Amount Amount
(=] (i)
Building Afc Dr. 15 50,000
Machinery Ajc Dr. 11.40,000
Furniture Afc Dr. 110,000
Ta Liabilities Afe 200,000 1}
Te Dhruw Lid. 25,000,000
To Capital Reserve Ajfc 1,000,000
{Assets and liabilities of Dhruv Ltd. taken over) *
D Lid, O, 25, 00,000
Ta 12% Debentures A/t 2000000 (| 1%
To Securities Premium Afc 500,000 =
{lssue of 20,000 debentures at a premium of 25%) 3
Marks
OR
OR
0. (b) Ajanta Ltd. purchased machinery...
Ans.
Books of Ajanta Ltd.
Journal
Date Particulars L.F. Dr. Cr.
Amount | Amount
(2] ()
(i) Machinery Afc Dr. 36,000,000
To Sujata Ltd. 15,00,000
(Assets and liabilities of Rabi Ltd. taken over) 1
*
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{ii) Sujata Ltd. Cir. 18,00, 0003
To Bank Afc 18,00,000 1
(Half the amount paid to Sujata Ltd. through a bank
draft]
*
{iif) Sujata Ltd. Dr. 18,00,000
Discount on issue of debentures Afc Cr. 2,00,000 1
To B% Debentures Afc 20,000,000
{2,000 debentures issued at 10% discount to Sujata Ltd.) =
{If an examinee has combined entry (i) and entry (i) or entry [ii] and entry (i), full credit is to be 3
given) marks
20 | 0. (a) Aakash and Baadal entered into....
Ans.
Books of Aakash and Baadal
Profit and Loss Appropriation A/c
for the year ended 31** March 2024
Dr. Cr.
Particulars Amount | Particulars Amount
(%] (%]
To Interest on Capital: By Profit and Loss Afc 13,000,000
(Net Profit)
Aakash 4,000,000
Baadal 3,00 i) £,00,000
To Profit transferred to capital accounts:
Aakash 3,00,000 3
Less: Share of deficiency 50,000 2,50,000 Marks
Baadal 3,00,000 [
Add deficlency
Recelved from Aakash 50 DD 3.50,000
L2 Led0d L300 000 |
OR on
Q. (b) Parul and Rajul were partners in a firm.....
Books of Parul and Rajul
Profit and Loss Appropriation Ajfc
for the year ended 31** March 2024
Dr. Cr.
Particulars Amount | Particulars Amount
(%) (%)
Ta Interest on Capital: By Profit and Loss Afe 1,26,000
[Met Profit)
Parul 54,000 E 134
Rajul 72,000 126,000
20,000 L20.000 |
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Interest on Capital @12% p.a.

Parul: T6,00,000 x 12/100 = 272,000
Rajul: 28,00,000 x 12/100 = 296,000
Ratio of Interest on Capital 3:4

1%
Met Profit 21,226,000
Interest on Capital in the ratio 3:4 will be:
Parul: $1,26,000 x 3/7 = 254,000 =
Rajul: %1,26,000 % 4/7 = 72,000 3
marks
21 | O. Ridyum Ltd. issued...........
Ans.
Books of Ridyum Ltd,
lournal
Date | Particulars LF. Dr. Cr.
Amount Amount
(2] (%]
Bank Afc Dr. 10,00,000
To Debenture Application A/fc 10,000,000 1
{Cebenture application money received)
Debenture Application Afc Dr. 10,00,000
To 9% Debentures Afc 10,000,000 1
{Debenture application money transferred to debentures
account)
Debenture Allotment Afc Dr. 17,50,000
To 9% Debentures Afec 15,00,000 1
To Securities Premium Afc 250,000
{Debenture allotment money due)
Bank Afc Or. 17,50,000
To Debenture Allotment Afc 17,50,000 2
{Debenture allotment money received) =
|
marks
22 | 0. 5imar, Tanvi and Umara were partners in...
Ans.
(a}
Goodwill= Average Profits x Number of years purchase
Average Profits= [%2,50,000 + 24,00,000 + %3,00,000 + {%3,10,000) + (22,00,000)]/ 5
= Average Profits= 24,40, 000/5
= Average Profits= 88,000
1

Goodwill = TEE.000 % 3
o Goodwill = £2,64,000
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(b)

Books of Simar, Tanvi and Umara

Journal
Date | Particulars LF. Dr. Cr.
Amount | Amount
(% =)
2024 | Simar’s Capital Afc Cr. 54,000
Jun30 | Tanwi's Capital Afc Cr. B4, 800 1
Te Umara's Capital Afc 118,800
(Umara's share of goodwill debited to Simar and Tanvi in gaining
ratio)
()
Umara's share of loss till the date of her death= %2,00,000 x 3/12 x 920 1
=322.500
(d)
Books of Simar, Tanvi and Umara
Journal
Date | Particulars LF. Dr. Cr.
Amount | Amount
(=) =)
2024 | Umara's Capital Afc Dr. 22,500 -
Jun3dd | To Profit and Loss Suspenze Afc 22,500
[Umara's share of loss upto the date of her death debited to her b
Capital Account)
iq
rarks
23 | 0. Pass necessary journal entries...
Ans.
Books of Rajesh, Somesh and Yogesh
Journal
Date | Particulars LF. Dr. Cr.
Amount Amount
] (]
(il Rajesh’s Capital A/fc Dr. 3,20,000
To Realisation Afc 3,20,000
[Stock taken over by Rajesh at a discount of 20%)
{ii) Somesh's Capital A/c Dr. BO.DOD
To Realisation Afc ED,000
[Unrecarded furniture taken over by Somesh)
{iii) Bank Afc f Cash Afc Dr. &1,00.000
To Realisation Afc 81,00,000
[Land and building sald and commission paid te the 1xb
broker)
{iv) Bank Afc f Cash Afc Dr. 42,000 =
To Realisation Afc 42,000
[Recavered at 60% of the bad debts written off earlier) B

212




{v] Realisation A/c Cr. 2, 70,000 marks
To Cash/ Bank Afc 2,770,000
[Sundry creditors settled at a discount of 10%)
{wi) Realisation Afc Dr. 21,000
To Yopesh's Capital Afc 21,000
[Realisation expenses paid by Yogesh)
24 | O. Following is the extract of the ...
Ans.
(i} (A) 210,00,000
{ii) {2} 20,000
1x6
{iil) (€} 22,00,000
(i) [A) 21,60,000
B
{v) (D) %1,20,000 miarks
(wi} (D) NIL
25 | Q. (a) Alexia Ltd. invited applications for issuing...
Ans.
Books of Alexia Ltd.
lournal
Date | Particulars LF. Dr. Cr.
Amount Amount
(%) (%)
Bank Afc D 13,50,000
To Equity Share Application Afc 13,550,000
tApplication maney received on 1,50,000 shares @39 per
share, including premium %6}
Equity Share Application &fc Dr. 13,500,000
To Equity Share Capital Afc 300,000
To Securities Premium Afc 6, 00,000
To Equity Share Allotment Afc 4,20,000
To Calls in advance Afe 30,000
iTransfer of application money to share capital, securities
premium, allotment and calls)
Equity Share Allotment Afc Or. 8,00,000
To Equity Share Capital Afc 4,00,000
To Securities Premium Afc 400000 1xB
tAmount due an allotment)
Bank Ajc Dr. 3,80.000 =
To Equity Share Alletment Afe 3,80,000
(Aamount received an allotment) {2
Equity Share First and Final call Afc Dr. 3,00,000 miarks
To Equity Share Capital Ajc 3,000,000

tAmount due an share first and final call}
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Bank Afe Dr. 2,68,800
Calls in arrears Afc Cr. 1,200
Calls in advance Afe Dr. 30,000
To Equity Share Frst and Final Call Afc 3,000,000
tAmount received on share first and final call except on 600
shares)
OR
Q. (b] Pass the necessary journal entries for forfeiture and reissue...
Ans. (i)
Books of Premier Ltd.
lournal
Date | Particulars L.F. Dr. Cr.
Amount | Amount
(=} (]
Share Capital &/c Dr. 4,200
Securities Premium Afc Dr. 1,800
To Share Forfeiture Afc 1,800
To Share Allotment Afe J Calls in arrears Afe 4,200
1600 shares forfeited for non-payment of allotment money)
Bank AJc Dr. 7,800
To Share Capital Afc f,000
To Securities Premium Afc 1,800
(Al forfeited shares reissued @213 per share fully paid up)
Share Forfeiture Ajfc Dr. 1,200
To Capital Reserve Afc 1,800
(Profit on reissue of forfeited shares transferred to capital
resarve)
(is)
Books of Risha Ltd.
lournal
Date | Particulars LF. Dr. Cr.
Amount | Amount
(=} =)
Share Capital Afc Dr. 8,000
Securities Premium Afc Or. 2,000
Toe Share Forfeiture Afc 4,000
To Share Allotment &/cf Calls in arrears Afc &,000
11,000 shares forfeited for non-payment of allotment maney]
Bank Afe Dr. 5,600
Share Forfeiture Afc Dr. 800
To Share Capital Afe B,400
[Reissue of 800 shares @37 per share T3 paid up)
Share Forfeiture Afc Dr. 2,400
To Capital Reserve Afc 2,400

I Profit on reissue of forfelted shares transferred to capital
resarve)

OR

{1x3)

(1x3)

marks
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Q. {a) Bittu and Chintu were partners in a firm ...
Ans.
Dr. Revaluation Afc Cr.
Particulars Amount | Particulars Amount
=) (=)
To Fized Assets H 140,000 By Creditors Afc I‘izl 70,000
By Los transferred to: (¥ x
Bittu's Capital Afe 40,000 4)
Chintu's Capital Afc 30,000 [ 70,000
L.40.000 L.40.000
+
Dr. Partmers’ Capital Accounts Cr.
Particulars Bittu Chintu Diva Particulars Bittu Chintu Diya
=) [l %) %) (%) (%
To Rewvaluation 40,000 30,000 By Balance b,/d I,'ﬂ 800,000 | &,00.000
-"-‘w.-r-.':
To Balance c/d[{ | 14,40,000 | 6,60,000 | 3,50,000 | By Bank A/c[l] 3,50,000
By Premium for 4
goodwill A/c[] 5,60,000
By General o
Reserve [ 1,20,000 | 90,000 P
14,80,000 | 6,590,000 | 3,50,000 14,80,000 | 6,%0,000 | 3,50,000 Markes
Working Note:
Capital of Bittu and Chintu after all adjustments for 67 share= %14,40,000 + %6,60,000
= 221,00,000
Divya's proportionate capital far 1/7 share= 221,000,000 x 7/6 x 1,7
= £3,50,000
OR
OR
Q. (b) Rupal, Shanu and Trisha were partners in a firm...
Ans.
Dr. Revaluation A/fc Cr.
Particulars Amount | Particulars Amount
=) (%)
Ta Stock 80,000 | By Fixed Assets Afc 2,40,000
To Profit transferred to: (% x
Rupal's Capital &fc  B0.000 3)
Shanu's Capital Afc 60,000
Trisha's Capital Afc 20,000 1,60,000
250,000 £.50.000
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Dr. Partners' Capital Accounts Cr.
Partlculars Rupal Shamnu Trisha | Particulars Hupal Shanu Trisha
%) (%) ] (%) %) it}
Te Trisha's Capital 100,000 By Balance t:-_-f-::l B,00,000 | 600,000 | 2,00,000
Afc
To Trisha's Loan Afc 3,060,000 | By General
Resarve Afc 1,60,000 | 1,20,000 | 40,000
T Cash Ajc 2,40,000 By Shanu's Capital 4%
ate [ 1,00,000
To Balance c/'d E 2.00,000 | 800,000 By Revaluation 20,000 &0, 30 20,000
Afe &
S i
By Cash Afc [ 1,20,000 ke
10,490,000 | 9,00,000 | 360,000 10,40,000 | S,00,000 | 3.60,000
PARTB
OPTION 1
[Analysis of Financial Statements)
27 | Q. The Quick ratio of.....
1
Ans. (B} Sold poods on credit mark
28 | 0. Snow Ltd. earned a profit of.....
1
Ans, (D} Both the statements are true. mark
29 | O.{a) is not a tool.....
1
Ans. (&) Income Statement mark
OR OR
Q. (b) In ‘Common size income statement’.....
1
Ans. (D) Bevenue from Operations mark
30 | 4. (a) Short term highly liquid.........
1
Ans. (D] 3 months or less mark
OR OR
0. (b) Which of the following........
1
Ans. (&) Trade Receivables mark
31 | Q. Classify the following items under major heads...
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Ans.

Item Major head Sub-head

[i) Work in progress Current Assets Inventories

Wb

] Securities Premiurm Shareholders’ Funds Reserves and Surplus

i) Creditors Current Liabilities Trade Payables 3
marks

32 | Q. From the following information, prepare....
Ans.
Comparative Statement of Profit and Loss of Smart Lid.
for the years ended 31st March, 2023 and 31st March, 2024
Particulars 2022-23 2023-24 Absolute Percentage
%) (%) increase or increase or
decreaze decrease

Revenue from Operations 20,00,000 24,000,000 4, 0,000 20 ¥

Less Expenses:

Cost of materials consumed 4,00,000 &, 00,000 2,000,000 50 %

Employee benefit expenses 2,100,000 4.00,000 2,060,000 100 b 3
miarks

Total expenszes {5, 00, OO 10 00,000 4,040,000 bb.Gyf

Profit before tax 14,00, 000 14,000,000 MIL MIL ¥

Less Tax @50% 7,000,000 700,000 MIL MIL b

Profit after tax 7,00,000 700,000 MIL MIL M

33 | Q. (a) From the following information, calculate Dpening Trade Receivables....
Ans,
Trade Receivables Turnover Ratio= Net Credit Revenue from u-u-r-_'r.'-_ttiﬂns,................-..-..-.......@

Average Trade Receivables

Cast of Revenue from operations= T6,40,000
Gross Profit= 20% of Revenue from operations = 25% of Cost of Revenue from operations

= 25/100 x 26,40,000
= %1,60,000

Revenue from operations = Cost of Revenue from operations + Gross Profit
= Revenue from operations = T6,40,000 + %1,60,000
= Revenue from operations= %8,00,000
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Revenue from operations= Cash Revenue from operations + Credit Revenue from operations
=+ %8,00,000 = 1/3 Credit Revenue from operations + Credit Revenue from operations
= Credit Revenue from operations= T6,00,000.............oiim i El

Trade Receivables Turnover Ratio= Net Credit Bevenue from operations

Average Trade Receivables

= 4 = $6,00,000,/ Average Trade Receivables
= Average Trade Receivables= 31, 50,000

Average Trade Recewables= Opening Trade Receivables+ Closing Trade Receivables
2

Let Opening Trade Receivables be x

= Average Trade Receivables = [x + [x + $20,000)]/2
=k 21,50,000 = x + 310,000
o %= %1,40,000
= Dpening Trade Receivables= TLA0,000. ...t El
= Closing Trade Receivables= %1,40,000 + 220,000
= Closing Trade Receivables= T1,60,000.........oooorconssossossncc [
OR
Q. [b) From the following information..........
Ans.
Inventory Turnover Ratio =Cost of Revenue from operations) Average Inventory......

arass Profit Ratio = Gross Profity Met Revenue from Operations
= 25 = Gross Profit/ %8,00,000
= Gross Profit= £2,00,000
Cost of Revenue from operations = Revenue from operations — Gross Profit
= Cost of Revenue from operations =%8,00,000 - £2,00,000
= Cost of Revenue from operations = 36,00,000 ... i o

Inventory Turnover Ratio =Cost of Revenue from operations/ Average Inventory
= 4 = T6,00,000/ Average Inventory
= Avergge Inventory = 31,50 000

Average Inventory = [Opening Inventory + Closing Inventary)/2
= %1,50,000 = (2 Closing Invantory + Closing Inventory)/2
= Closing Inventory=T1,00, 000, ... i et o b s s s isanben s sbi b
= Opening Inventary= 2 Clesing Inventory
= Dpening Inventory =T2, 00 000........ccoimiirisiniimt et st stes s sesimsis st semess i st

= =

Marks

OR

marks

Q. On 31" March, 2024 following is the Balance Sheet....
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Ans.

Books of Bhavik Ltd.
Calculation of Cash Flows from Investing Activities
for the year ended 31°" March 2024

Particulars %) %)
Purchase of Plant and Machinery (13,500,000}
Sale of Machinery 6,50,000
Sale of Non-Current investments 1,00,000
Met Cash used in Investing Activities |6,00,000)
Working Note:
Dr. Plant and Machinery Afc Cr.
Particulars Amount Particulars Amount
% (%)
To Balance b/d 16,000,000 | By Bank/Cash A/fc 6,550,000
To Bank/ Cash A/fc 13,50,000 | By Accumulated Depreciation Afc 50,000
{Balarcing figure) By Staternent of Profit and Loss-
Loss on sale of machinery 100,000
By Balance ¢/fd 21 50,000
i 00 el U00) |
Dr. Accumulated Depreciation Afc Cr.
Particulars Amount Particulars Amount
(2] ()
To Plant and Machinery Afc 50,000 | By Balance b/d 100,000
To Balance cfd 2,50,000 | By Depreciation Afc 2,000,000
200 D 200000
(b)
Books of Bhavik Ltd.
Calculation of Cash Flows from Financing Activities
for the year ended 31" March 2024
Particulars %) (%)
Iszue of Shares IE‘I 2,00,000
Redemption of 10% Debentures 4 {4,00,000)
Interest paid on debentures. {1,00,000)
Net Cash used in Financing Activities|] {3,00,000)

(% x
4)

i

=3}

marks
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CBSE BOARD QUESTION PAPER 2025 67-4-1

General Instructions :

Read the following instructions carefully and follow them :

(i)

(i)
(iit)
(iv)

(v)

(vi)

(vit)

(viit)

(ix)

This question paper contains 34 questions. All questions are compulsory.
This question paper is divided into two parts — Part A and Part B.

Part A is compulsory for all candidates.

Part B has two options. Candidates have to attempt only one of the given
options.

OptionI: Analysis of Financial Statements

Option Il : Computerised Accounting

Questions number 1 to 16 (Part A) and Questions number 27 to 30 (Part B) are
multiple choice questions. Each question carries 1 mark.

Questions number 17 to 20 (Part A) and Questions number 31 and 32 (Part B)
are short answer type questions. Each question carries 3 marks.

Questions number 21, 22 (Part A) and Question number 33 (Part B) are Long
answer type-I questions. Each question carries 4 marks.

Questions number 23 to 26 (Part A) and Question number 34 (Part B) are Long
anstoer type-1I guestions. Each question carries 6 marks.

There is no overall choice. However, an internal choice has been provided in few
questions in each of the parts.

PART A

(Accounting for Partnership Firms and Companies)

Ram and Shyam were partners in a firm sharing profits and losses in the
ratio of 5 : 3. Mohan was admitted as a new partner for %th share in the
profits of the firm. Mohan brought 2 2,50,000 as his share of capital and
¥2,00,000 as his share of goodwill premium. The value of the firm’s
goodwill was : 1
(A)  22,00,000

(B)  ¥4,50,000

(C)  %12,50,000

(D) ¥10,00,000
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Tix.

Firmily, Flara and Ginni entaresd ionto 5 partooerships 190 Creobar, E002E
with capitals of @ 10,00 000 sach, The pactoership oesd preovided forc
interest on capital at 109 poa. Thoe firm earped o net profit of ® 750,000
e Lho oo conddad B1%L Blaeek, 20024, Tha amsaant al gpralil Leaswvalveaae Lo
il e capital sueeowmnd seaa @

L% O OHD AN EN =] T 1,50 CHIL

[ F o O I LN TSI I

White, Shoaun amd Todd wore poartnoers o s fiem shoaring profits andd
lisseses gsaginn ] v, Shavum s wife hed sdvanced & losaon of & 10000000 tor £hve fTeem
The firmm was dissolved. Bhaun's wilfe's loan had already beon transfeored
to Realisntion aoccount, The aocount credistod to discharge Bhaun’s wife's
lomm weill b

(%) Hhaun's capitel aocount
[ ES] Hanlk adcdoinmt

L] Honlisa bion secord

112 Shaun's loan acoount

FProkhor nnd Hajnn were portners in s firm shoaring profits anod laesses in
Lhus ratio of 5 ¢ 2 with capitala ol ® L0 (0, (MY s ® 96 000 DM res paeivaly.
SHidhcdbsmaetk was ademittod as o now pactnos Toe — 1 Alumrar b Chao peolita ol
Lhe eas, Tha aoow peolil aBoacaoy ealio [ SFe] P ey Feeode buae, Haojmir e
Siddharth woas ppreegd at 12 0 8 @0 5B The sacrificing ratio of Praklbhise snd
Fawjerm weill beas ;

L0 a2 {132 1:1

(I 23 (LR 103 - 1

Fnbir mnd Lora soere partners in o firm shonring profits ond losses o the
roatio of 8 1 3. Maork wos odmdtted as o nosw povtooes for %"h
prelite ol tha s, Mark swas Lo lox daupy --:!-1!1
Kabir amd Lara ailor all adivatsmnoeiats aro eadrciod owl. Tl capilala ol
Kalbir amnd Lara aifter all adijostmenis syore ® 80000000 mocdd T 70000, U0
roaprErcbivesly . Thes coppital hrooaght by hack was o

M T O.78, 000 i Ik O

2] E N SNE R ] {1¥ = 15 (Y (Y
Awareerfiasie CAY 0 Partoara® II‘I.._.I.‘.}" 1 el bad Laaed s Prolit snrasl Lezsama
Appropriation Account and ot to Profit and Loss Account,
Fecpson (1T - Partners’ salary is an appropriaticn of profit, it i=s ool a
charps againat peslics,

Choose the correct option from the following @

L] Both Assortion (A ond Reosson (I8 are correot and Reapon (13 is
Lhes correst explanabion of Asaertioe (5]

(R EN Dioth Asscrilon (A and Reoscn (L) aee correct, buat Roason (B Ds
rod the corroct explanation of Assportion (A,

L | Avmmertion (AL is correct, ot Feason R 8 iscarmect,

LN B Bolth Acsertion (A0 and Reapon iR are incorrest,

Msiru and Pooja word parloers i a pacrtnecelhde em sharing profitas acd

losaes fn the ratio of 4 @ 3. Tha OGrm aacaed avorage peolite o e T e T e 1]

during the Ilnst foew vyeors. The normol rate of return in o simiilar business

fa 109, Tha PR L PP SR Lk o |.1-\.:'\-|'.|l['i.L|r‘| al” the GEm wora FA,00000. Tha

pmount of copitnl cmployved by the ficm woas

A =Sy O O CE B T O O0RCE

LN T S0,00 e 1L} 2 L0 eOr OO

Meema, Meessho and Shikha were partners o o partoership Gom shaciong

profits and logses in the rotio of B 1 7 : B, On 1% Owetobeor, 2023, Boomaa

aldvameed a losan of © 500,000 Lo the o, Thoers g o pacrtoerabei e desesd,
The filrm's profit for the sear cnded 318t Mareh, 2024 bofore chorging

intorost on Roeamne™s loan amoanbed o § 2, 05000, The oaeoanil of peolit
erodited to Bhiliha’s capital account was -

A T HI¥ 00 LR =% T T kN

L T 50D LR B £ 422 500

The businesa of a partinarehip firm may be carciad on by all the partnaers
or any of them acting for all.”

The nabove stotoment highlishts whichh of the fllowing ooature of
partnership ¥

L] Do el {8 Buasiness

LRy Hlunrvieeg of peeclsl R N Pl naaal FREDA R

Diksha Ltd. invived applications foe isaulng 100,000 eguity shores of # 10
onch ot o premivom of 109, The whole nmount wos poayable on
application, Applications wers ceceived Tor S000.000 eguily shoares, Thas
[ R ERE TS LN darcided te aller the abhoaecs o pre- el basia Lo ol tho
applicante,. The armount roloersdead By Do e praunss s |

LW o O2E Ok, (HY [REY Eols RS RIS WL ]

LA T AL AR 1L T SO0 OO

shoro in the
el Ltk -I::Flll;lill.l.‘ltd. uullllul ol
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Li.

12

1L

1.

LA,

L

Lk

Thoporve Capital® can be utilised -

[Fe %] nny Line wluar L the Life of the RIS LI
[NEE |'.||.|l_1r il Ll Chaoe of e inncling wps ol Lhaa CORITL ik ey,
() oy fmswe fully poid onons shares.
{13 to peovide for premiom oo the ccdempilon of preforoenee
slin s,
LyH

An oller of gecuritios of invitation o aubeeribe soecaritivs to o select
Eroup of peeraores isocalled |

[F- SwveAal ety

[HEF Employes Stock Option Plon
[ 3 Private placement

i Bay-back of shores

Thzt JEE BERS T ol ke |::'||Ill-r]-|.|.|1- uu]:l:il.:ﬂ which har lbaoen :-ir.'l.l.ul”_g,: wwr e vascl
from Lhe sharehoelders is called

LA
il

fmk

=T

i}

Land

ihl

Tesuwed Capitad iHa Hoserve Coapital
Paid-up Copital i1k MNominol/Reimstored Capitnl
Om 1% April, 2024, Bright Led. izsued 20,000, 119% debenturcs of

T 1 ench at a prevmium of 10%, redoemable ot o promiam of 1055,
Lo=s on issuc of dobentures wWas

{AD B 200 O 1B LA SN
L T 20,000,000 (I T 4000 O
OYH

Mindmuwm subscription for allotment of shores as per Scecariticos
and Exchange Board of Indic SERBLF guidelines cannob e less thuns

D ol capital,
/A0 Rosarye iH T=minscd
{20 Mominal/Hegislorodl iLF) S becr ko

Bhivalik L. isgued 7% debentures of £ 100 each al o discoount of
5% oo 191 Aprid, 2023, Discount o issue of debentures, £ 1,000
wins completely wrilten off through Stetement of Profit aod Lass o
1=t March, 2024, On issae of debspturss, TDebeotures Account
was credited with

LA B L {H O {8y =200 Rk AN
[ S B 15, M), 00HY 113 1 0HFTHHY
CFH

Feeywn Labad, iesoaesd 200008061, 8% debentures of 3100 each at 10%
diseouet on 1% Apcll, 2023 Interest is poyeable halfoyearly on
agth Soprtiin bese noned A15F Mareh every vonr. Interest wreitten off on
315 March, 2024 was

LA F IE 04 O {8y F 14,40k A D

0 T .00 000 {1 T T 2 O

Towvigh, LTmosh and Voron sore portners in o firom shoring profits
ariel lomdes i Lhe ratie of 4 ¢ 3 2 Taviah sebhbeed, Dlmesh aod YVaraun

decided to shoare profite and logses in futore in the ratio of 5 0 30
The goining share of TTmesh will bo -

&1 11

(e e [HES] —_—
' 7am 72

; P az
(C) 75 o ==

LR

Asit, Sonu and Flinn were pariners in s frm sharing profits and
lossea in the ratio of G ¢ 2 ¢ L Asit relired aod (e Dalaoce in bis
capital nocount after moking necessory adjustments on occount of
rescrves nnd revalustion of nsscets and Habilities was @ 400,030,000,
Sonu and Hinag aprecd o pay him T 450600000 i foll settlement of
his cloim. The value of gpoodwill of the firm woas ;

A0 P 5 00 O04F i3 220 ek A

L ¥ 1o, 041,04H) (I = L e HER
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1.

17,

LR

(o b Ajit, Biswns ond Chitro were portners in a firm sharing profits and
Jozzes in the rotio af & ;3 ;2. Bigwns died on 30th Boptombeaer, 2024
The firm closes its books on 51% March svery year, Biswas's share
af profits till the dote of death from the lnst Balonees Sheet dote,
wnes to he ecaleulated on the basis of sales. Sples for the vyoear
ended 319 Mareh, 2024 amounted to ® 24,0000 and that feom
18 April, 2024 o 305 Seplember, 20024 amounted Lo T LS 00 004,
The profite for the yeor ended 3197 MMacch, 20234 wesre § 3 0 00600,
Bigwas"s ahare of profita till the date of his doath waa

A 11,250 {H) BT R
1) E A5 00 {1k oD Rk
2
(b lahi, dJulie and Kavita were pariness in o Nem shacing peelits s
Bemmpse i Lhe ratio of & @ Z @ 1. The fOrm closes its boocks oo

A1* March every vear, On 12" e, 2024, Kavita died. Her share
ary Lk ]lﬂlﬁ'—ﬂ ool Ehige Miress v thiee laet Halanese Shest il chae ot of
death wasz to be saleulated on the bagis of last year’s proefit, Last
vears profils wers £ 8 00000, Kavita'a ahare of profit till the date
af hor donth wos

A0 A R0 B B0 OO

i) B R0 {1x) B S0, Ok

Alok, Sameer and Tushar woeres partner2 in oo firm sharing profits aod
log=ecs in the ratio of 4 - 8 - 2. With offect from 195 April, 2024, thew
dizeided 1o sluaee Puatuaee prL!ﬁLﬂ aned losaes in the rotio of 3 2 2 - 4. Their
Balopnes Shoot ns ot 315 Moarch, 2024 showod the following ©

Lal Aol e r st SuApEnae Aaccocenl TSN, D0

fanh Crredd il Balanes of @ 270 01 in Prelic soad Loess Sscecounl.

Gopdwrill of the firmn wos valuod at ¥ 450,000 pnd revaluotion of mesots
mnd linbilities resulted in o loss of 1,80 (0

FPartoers did ol wanl o distribute the amount of Advertiseneot
Suspense Account and the Profit and Loss Account. They aleo decidod
that revaluesd valucs of asscis and Dabilltiecs woere not oo be recorded o
thie Boolka.

Pasa a aingle adjustment antey Lo give ellisct 1o the above, Alao abow voor
working=s cleariy,

Vinay and Panka) wors poartncra n oo firm aharving profita and Ioseca in
the ratic of J1 1 2 The fallowing is the cxtenct of thoir Balonoe Sheot. as ot
B BMarch, 20654

Balomeee Shooat ol YWinmy andd Poanlen oas ob 005 Wlooeob, SO0

Liabilitivem :L“:;.T"L Furpile ﬁ“::;‘“‘""
Bin v o mbibvesnal Fluctuakiors
Frins .00 DD JIETRETCT B SRR I B 1 60, (0K

Workynen Componantion
Fomc FALCHE A RCEED

irn 17 April, 204, Pacth was sdmitted s= s new parkner for -; e mhmre 1

Lhaes prrolina of tha Merm e Lho fllosssisgg Lorsns -

Lik Feliaw it v luaes onl oy waes Lawnasai B vwens & LR O 000,

Lid) Clabm dan account of Workoorn Oompessablion wias asbinaealed Al
L= M

Paps necessary journal ontries for treatment of Inveatment Flooeoation
Fund and Warkrmen Compensation Fund on the date of Parth®s adyosdssion

il PRluallonrik Lid. purchasod asscis of ook waloe @ 400000000 and woak
orror Llabdlitios of F§ 50000 from Morohn Lid, It was ngroecd thot
the purchase considerstioon, € S000 0000 e peicd by sssaing 9%
cdisbairrabiaress o ® LINF wsnecls sl s presanioen ol 2005,
Rewcord the joeuarnsl esndries io the books of Mallack Iid. for tlhae
rubsvres Ermmemmctioare.

e

1wl sSurnloeck Ltd, purchascd aspcts of ook volue @ 5OO00HHF and ook
oo limbeiligte= of & GO0 Froms Moondoeck L, Tt poaad ehe
praerchiame  coneidoerabion By beaee ol S8 000, B9 closbseraloarass ol
T 1 sach ol o diseowunt of 105,
FRawmard Lk jovienal cnbrices o tha booloa of Sunleck Lid.
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20,

21.

22,

(a)  Abhay and Sujoy entered into partnership on 15t April, 2024 with
capitals of ¥ 80,00,000 and ¥ 60,00,000 respectively. The partners
decided to share profits in the ratio of their capital contribution.
They withdrew ¥ 6,00,000 and ¥ 4,00,000 respectively during the
year. The partners were charged interest on drawings @ 10% per
annum as per the provisions of the partnership deed. Abhays
share of profit was guaranteed by Sujoy at a minimum of
¥ 3,50,000 per annum.

The profit of the firm for the vear ended 318t March, 2024
amounted to ¥ 6,50,000.
Prepare Profit and Loss Appropriation Account of the firm for the
year ended 315 March, 2024.
OR

(b)  Sonia and Shruti were partners in a firm sharing profits and losses
in the ratio of 5 : 3. On 15t April, 2023 the balance in their fixed
capital accounts were ¥ 25,00,000 and ¥ 15,00,000 respectively.
The profit of the firm for the year ended 315t March, 2024 was
¥ 24,00,000. Calculate their share of profit if ;

(1) the partnership deed is silent as to the payment of interest
on capital.

(ii)  the partnership deed provides for interest on capital @ 10%
per annum,

EF Ltd. invited applications for issuing 4000, 10% debentures of ¥ 100
each at a premium of Z10 per debenture. The amount was payable as
follows :

On application — 240 per debenture
On allotment — 270 per debenture (including premium)
The debentures were fully subseribed and all money was duly received.

Pass necessary journal entries for the above transactions in the hooks of
EF Ltd.

Gopal, Heera and Igbal were partners in a firm sharing profits and losses
equally. Igbal died on 15! April, 2022. Final dues payable to Igbals
executor as on the date of death amounted to ¥ 4,00,000. Starting from
31%' March, 2023, the executor was to be paid in two equal annual
instalments of ¥ 2,00,000 each, with interest @ 10% per annum. Accounts
are closed on 315t March every year,

Prepare Iqbal’s executor’s account till he is finally paid.
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H.

Madhur and Meeraj wore partnors in a Tirm sharing profits and lossss i
the ratio of 3 : 2. The Balonce Shoeet as at 315t ADMarch, 2024 was as

follomea

Balance Sheot of Madbhor and Meoraj as at 315 Macch, 2024

X . . Amount Aumount
Lianbilities (e S L T
Capitnls - Mochinecry F L0

Mladlaur 0 CRCE TROICY Innvoslersgialea A LI Ok
Plewraj B WD, 000 | 1700, 00400 | Debtors TN O O
Creditors & 00, 00D | Stock 20 e
Eill= Pasyalle 2 00 0D | Caah atl Bank 1O ek
25,0, (O Z5 O Ok
The fArm was dissolved on the above dote and the following transactions
Lok place -
(il MMachinery was Lakon over by ceaditors in (ull sectlement of their
moeowl,
L1k Investments were Laken over by Neoraj at € 5,000,000,
{Riil COne of the debtors of € 1,000,000 was untraccable. Remoining
debiors were realised at 10°9% |aza.
[iw ] Stocle was tnken over by Moadhor st 50% discount.
L%l Healisntion oxpenscs amounting to 1000000 were paid by
Maodhur.

Propare Realisation Account.

Following i=2 the oxtract of the Balance Sheot of Saokalp Lid, as per
Schedule I, Part 1 of the Companies Act, 20013 as at 314 March, 2024

alinragy wwil

b the nates o aceceunia |

Halance Sheel of Sankalp Lid,. as alt 217 Mo b, 2024

A exlemel)

Bl s Moto | 3100 202 | 81 o0 e
Mo, 23 (2}
1 — Eguity and Liabilitias :
1. Sharcholders’ Funds
tal Share Capitoel L, 20, 80 000 | 25 00,000

Motes o SAcoonnts ms ot 215 Mioec b, S0

SunlBievriaoed Caipibeal
ah B0, DY Eouity Shares of T 10 each

lpgucd Conpitol
250,00 FEeguity Sharoes of 2 140 oach

Subsoriboed Coapdtol

Hubreearibsee] aewld Melly poaicl-ugs

\ b O S e
ﬁTL Feaartiool mrss (g
L. SBhoaro Coapitol

LT ESul e ala L]

25 00F AR

204001, 0EF Boguity Shuneoes of ® 140 cnch
Subeseribaed ol ol Sl provicks s

25 00k TR0
b B B

AT LL RN T 14 ]

Plasbars tar Moot s s st BT WMlpecok, S04

31.03 H024

Plesvic 5
Tilen Particulara o
1. Shuare Coprital

Awitborbsod Coplial
o G0 CVIAY Baguabny Shaires of ® TdF caachi

A O OO

Trminandd Creparilaal
AR OO Boguiity Shunres of @ 10 aanck

Eelniale e lale

Subrscailsaec Cngriiaal

Subscribed aod Cully poabd-ugs
D), Y Elaoguiatys B=haras off T L aach
Subsacribed but ot fully poid-up

O Oy ooty Shuacos of 2 10 aach

Moy el laved —naps 1, O Ol
Lioss Collg-in-Arrenrs
B0, 0y Fapuaity Slasiras
TR por shoro SR D
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Avriswad B laes Mool lonarings guess=Liones ;

(i}

[anh

(3iip

[awr}

(v

(il

Equity ahnre copitol tesued during the yvear 2023 — 24 mon oaoteod o1
LW ] L= e e ] [ S oL B0y O]
102 B 5,00 HE L) T 5,50 0D

The aumbor of abhares on which the amount -|':|.'|||.|l:||:l-|.1.|:| LR T

roscoived wers
[ 10, (R [ E§] A ORI
P S N TR [N & T, &0 Dk

O 1 April, 2024, Sankalp Lid, orlfeited all the =haoes op which
Ehies canlled-wpn somownl was ool rocaived, "Shace Capital Accounl”
wirill Ban ekt itk :

L ® 0000 9 B D) ® S0, 000
1D L UL RS LN (I T L.20.00:0

On forfoiturs of shoares, the amount oredited to "“Shoare Forfoiturs
Avceount’ will be -

LW 2 E0000 (H) T SO RO
10 & 1,00, (0 B} 1,20, 000

Ir all the lorbsited =shares are reissuesd al T 9% per ahare Nally
paldeup, tho amount credited to " Copital Rescree® sill e

LA = EO00D (B A LR L
L S L LS L (N T 0,000

If the forfsited ahoares nre reipsgucd ot o mindmoam reissuae pricos, the
amaount credited to "Capatal Reseree A0 wwill e -
LA mdal [ =8} F 20 CHIEY

LB £ S0 000 (BN £ 100000

Clonturioan Litd. inwvited oapplicotions for issuing 2,00 0004 ocguiby
shaores of © 10 cach ot a promium of ® 20 per share. The amount

s pasvalle as follows @

Oy Agpplication and Allotomiesnt
- T 20 et Al s r:ﬂl.'ll.l-l'li.llH prrormiienen FOLT g sl

3 Firat and Flinal eall
— 2 10 por share fincloding premiom £ 3 per abace

Applicatviona  wers  pecodved Toe 5000000 eqgquity aharces Ao

mllobment wae madde o the applicants as llovws :

Calogoery (id— Applicante for 2,000,000 2 asharoes  sasoore Al vl Lesd

L5000 0iHd sharos.

Cotogory (11 = Appliconts for 1.00000 shovres woroe nllottoed GO O
shares.

Excess money received on application and allotment wias od)jos ved
fovwards suma due on Gral and Snal call. |:|+|l'-|_E“.|:lh'., b lasel 3-|.|.'||J|:'.ni-|';
for 2,00 shares, fhiled to pay the first and final call monew.
Deepali belonged to Ootopors {0), Her shoares were subsoguentls
Tove i il

Fass noeessary journnl entrics for the above tronsacoions o the
Books of Clonturion Laad.

i!'}|.-n Calla-in-Arreares  and Calla-in-Advanes aceooant,  wswwhersvor

MNCCESSaTY.
i

Homerio Lod. issued @ 80,00,000, 39 debentures of @ 100 ecocly on

ist April, 2023 at por, redeomable ot o promivw of 5%, The compony

Frod # 300, 0000 in ite Securitics Promiom Aoccount,

Give journnl entries in the books of Romerio Ltd, relating to the -

i) Pemine ool Dhabeenl mres.,

[FTR Debenture interest for the yocar ending 3 188 Mpreh, 204
mapuming that interest was poaid yeoscly on 317! March.

{Eiik Writingg off Doborstuee Interost and Loas on leaas of
IIebentures.
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ZEE.

ikl Chondnn,

Ll Athory ond Anmol wore portners in oo frm shorving profits nnd losses
in tho ratic of 5§ 2, Tholr Bolpnes Sheot s at 31% Morcoh, 2024 was

s el lovasem -

BEalance Sheet of Athoey amd Aol as ot 3190 Mok, 2024

Linbilitics n"::;‘"" Amacts "L"::"r"'“
Capitals sl Msssois <8, CR0Y, (BOHR
AL [ LN ] Sl A, SH0, (MR
Anmnaol RO, MY |y o, 000 Theslyars 55650, (MM
Chanorial Basarsso AL D00 | O aala LLD LM MR
Credltors b T T ]
b § .ti.ﬂ.l:]l.ll:]| 2l 0, I
Chy 1SE Apeil, 2irEd, Saeva was adovitiod s s oew partoaers Tor -?;'“"
mlynee in thhe profits of tlae e on tlae Tollowing oo @
ik The new proft shoring ratic between Athorcy, SAnmol oomd
=urya weill be a1 1o 2
il Fixod Apscts woroe to bo roduced by 10905,

Lanih Stowk vwens sold ot @ 4200000,

Laned SHurva sholl beaog @ 300 000 as ecnpitol ancd @ 2,00, 0000 for his
shnre of goodwill premiuam in enshe
[RTN] Capital necounts of old poartners be adjusted on the basis of

Burva's capdtal in the business, actusl cash to e peaid off to,
or brought in by the old partmers, as Che cases sy be

Prepare Revalusation Account and Partnoers” Oapital Accounds,
dVH
Decpalk and Elvish were partners in o firmm sharing

faralite and losses o the ratio ol 1 2 2 @ 2, Their Balanes Sheat aa al
A1% March, 2024 stood as follows :

Balarnca Sheet of Choandan, Reopals aod Elviakb ae at
315t March, 2024

! EERT AATCLINE Aamourt
Linbilitiss (%) MAsnots (T
Capitnls Fixed Assets Al T LN T ]

Chomdan 700,000 Stock A DO 000

| DECER T 01 £ (CE (HBE Drelbiors 2O

Elvizh 2.00.000 | 3500000 | Cash 1,000,000
Creneral Hesoree o S MO
i rwsl il e/ 153, 50 (HI

SE O (HOD S 00 000

Chandan retired rom the oo on 190 April, 2024 on the following
b rTThE -

Lik Fixed nsscts wore to bo deprecinted by 1059

Cii} Drobtore of & 30000 wore to boe writton off os bod debis,
Goodwill of the firmm was valued at € S00,000 and the
rotiring poartnor's shoare is odjustod through the oopitsal
aceounts of the remaining partners

Chondon wos paid through cnsh brought in by Deopols oomd
Elviah in =auch & wavy ‘B0 as W make thedir capitals
Prreaperli ons Lo Lo Ll v raes I:ﬁ‘hﬁl H'IlHriﬁ“ =alad

Frapare Eevaluation Account and Partners” Capital Accounts.

Ciiil

Cind

FART I3

g iaom — 1
Analysis of Finoancial Statemonts)

The Quick Babtio of a company i= 2 : 1. Which of the following tronsactions
will result in decreasse of this ratio T

[, % FPayvment of outstanding salary
LN EX Cash recoived (romm debiors
{1 Suole ol goosds al o prolil

N BN Purchase ol goods for cash
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=29,

LR

.

Steterment £ Boow Lud. made a net profic of © 500,000 ailer Laking inloe
ronFideration intersst  on investment of T 10000,
Dporating profit boefore working capitol changes would b
- e e,

Steferment ITr To ealeulate operating profit, beofve working capital
changes, interest on investment is subtrocted from net
profit bocause it is o non-opoerating ineome,

Choose the correct option from the following ;
LA Omnly Statenent T iz troe.

[N L] Ondy Statensent I is trae.

(R A Both the Stalements are Gblee,

(B} Both the Statements are troe.

fal The tool of *Analysis of Financial Staterments’ which indicates the
trend and direction of financinl position and operating resulis is

LA Hatio Anaslvais

(B Cash Flow Analvais

[ Commaen Sise Statoments
Ly Comparabivi Statomeanla

OnE

1] While preparving Commaon Size Statoment of Profst and Logs of @
compony, ench item is cxpresscd as o percontago of

[ Feswarue frem operalicmns

(8 = Total liabilities

[ Totwa] oxEenses
(I Total asaets
daLd Cosh Flow Stotemont is propoavedd in occordonco with -

LM Aooounting Standocd 3
LEHs Acgounting Standord 26
D The Companies Ao, 20005

iTHa Thie Cerpmpraamiies A, 1956

L8753
ikl Whick ol e ':ﬁllﬂhl.'illl:l: rimbpmenta s corresct *
LN ] Procovds from anloe of Huu-llu mised sorvicoa will resalt in cash

outflow from oporoting aetivitios.

LE% Poyvmicnt of dividend will resalt in cash  ouwtflow  from

irnvoabing aclivitios.

[ Sl ol Ll.lil.l'."ll.:'n-l:l'_'l.l welll resull in cash outlow Doam movesling
motivitisg,
1T Pavmoent of emploves bonefit expenses will result in cash

eraBllows v cerm opEeraling acbivities.

Classify the following: iteons vnder mingor hends ond sub-heoads G oy ) 1n
tha Halancee Shoeer of thae COR NIy e e Schoedule 101, Part 1 of the
Companies Act, 2015 -

{aLd Propelid ospsoscs
LN Caprital Wionrk - roge raoss
foh Tnitaosroal aeerveee] aod ol ooen desBwors b o e
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2. F'romm the following information of KL Litd,, preparc a Common Sise

Statement of Profit and Loss for the year ended 315 Mocch, 2024 o7
Arnount
FParticulars (¥)
Revenue from Operntions 203, 00, Oub 0
O her Tnoorae 5,000, 0
Cost of Materials Consamed A, O, v
Employver Bepnofit Expenses i, (1, 00D
Drepreciation 00, D
3. [ Fraom the following information, calealate Interest Coverags Ratio -f
Particulnrs H"::;'”H'
Profil alter Tax 05 A, (e
Tax Hate b2
155 Debenturea S0, 0, D
Equity Share Capital 1 00, 0, 0 0
R
ihi Caleulpte the amount of Opening T'rode Reccivables nond Closing

Trade Hecedvables lmoom Lhe (ollowing inform:ation
Trade Receivables Turnover Hatio = § times
Caet ol Bevoeme leors opoeratiens = B B kD) 0
Gros=s Profit Ratio = 2%

Closing Trade Receivables were ¥ 400000 more than thot in
thie Beeginming

Gash sales were i times of Credit sales, 4
34. Calculate ‘Cash Flows from Investing Activities’ from the following
information :

. 31.03.2024 | 31.03.2023
Particulars @) @
10% Long Term Investments 2,50,000 4.50,000
Plant and Machinery 8,00,000 6,00,000
Goodwill 1,40,000 |  1,00,000
Investment in shares of ‘Pinnacle Ltd.’ 14.00,000 5,00,000
Patents - 1,560,000

Additional Information :

(i) A machine costing T 60,000 (depreciation provided thereon
T 18,000} was sold for T 48,000. Depreciation charged during
the yvear was T 60,000,

(ii)  Dividend received from Pinnacle Ltd. T 40,000.
(iii)  Interest received on 10% Long Term Investments T 45,000.

(iv)  Patents were sold at their book value. 3]
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CBSE BOARD MARKING SCHEME 2025 67-4-1

PART A
[ACCOUNTING FOR PARTNERSHIP FIRMS AND COMPANIES)
1 | Q. Ram and Shyam wWere partners ..o
1
Ans. (D) - 10,00,000 mark
2 | Q. Emily, Flora and Ginnl entered INt0 .o
1
Ans. (A) - 2,00,000 mark
3 | Q. White, Shaun and Todd were partRers ... ..o
1
Ans. [B)— Bank A/c ek
4 | Q. Prakhar and Rajan were partiers .......o.oeo..
1
Ans. [A)- 3:2 mark
5 | Q. Kabir and Lara were partiers ..o
1
Ans. (C) - ¥ 6,00,000 mark
B | Q. Assertion [A): Partners’ salary is debited .............
1
Ans. (A} — Both Assertion (A) and Reason (R} are correct and Reason (R) is the correct Fricirk
explanation of Assertion [&).
7 | Q. Neeru and Pooja were partiners ..o
1
Ans. (D) - T 10,00,000 mark
8 | Q. Reema, Meesha and Shikha were partners ... oo
1
Ans. (C) - T 50,000 mark
9 [ Q. The business of a partnership firm .o cooeem
1
Ans. (D) - Mutual Agency mark
10 | Q. Diksha Ltd. invited applications for ISSUIMNE ..o
1
Ans. (A) —~T 22 00,000 ik
11 | (a) Q. ‘Reserve Capital’ can be .
1
Ans. (B) - only at the time of winding up of the company. mark
OR ORr
(b) 4. An offer of securities or Invitation 10 ..o
1
Ans. [C] - Private Placement. mark
12 | Q. That portion of the called up capital which ...c.cceicimmnan
1
Ans. [C)— Paid-up Capital mark
13 | {a) Q. On 1= April 2024, Bright Ltd. issued ...
1
Ans. (A)-T 2,00,000 mark
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OR OR
(b) Q. Minimum Subscription for allotment of Shares ... 1
mark
Ans_ (B] - lssued
14 | (a) Q. Shivalik Ltd. issued ..o 1
mark
Ans. (B) - T 20,00,000
OR OR
(b) Q. Kaya Ltd. Issued .....coccccincimaien 1
mark
Ans. (A) - T 16,00,000
15 | [a) Q. Tavish, Umesh and Varun were partiers ..o,
1
Ans. [A)- 21 mark
72
OR OR
(b} Q. Asit, Sonu and Hina were partiers ... .o,
1
Ans. (D] - T 10,00,000 Fnark
16 | (a) Q. Ajit, Biswas and Chitra Were partners .o
1
Ans, (C) - T 45,000 mark
[o]}
OR
(b) Q. Isha, Julie and Kavita were partiners ...
1
Ans. (A) - T 20,000 mark
17 | Q. Alok, Sameer and Tushar Were Partfers ..o sos s
Ans.
JOURNAL
Date Particulars L.F. Dr. Cr.
Amount (T) | Amount [T)
2024 Tushar's Capital Afc Dr. 1,000,000
April 1 To Alok's Capital Afc 50,000
To Sameer's Capital Afc 50,000
[Adjustment entry due to change in (1)
profit sharing ratio)
Working Notes
Old Ratio = Alok : Sameer : Tushar = 4:3:2 *
Mew Ratio = Alok : Sameer : Tushar = 3:2:4
Sacrificing Share = Old Share — New Share
Alok's Sacrificing Share = 4/0 — 3/9 = 1/9 (sacrifice) (1

Samear's Sacrificing Share =3/9—2/9=1/9 (sacrifice)
Tushar's Sacrificing Share = 2/9 - 4/9=-2/9 (gain)
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Particulars T

Advertisement Suspense Account (90, 000) +

Credit Balance of Profit and Loss Account 2.70,000

Goodwill of the firm 450,000 1)

Revaluation Loss [1, 80 000]

Total 4.50.000 =
Alok Sacrifices = 1/9 x 4,50,000 = ¥ 50,000, Sameer Sacrifices = 1/9 x 4,50,000 = T 50,000, marks
Tushar Gains = 2,9 x 4,50,000 = ¥ 1,00,000.

18 | Q. Vinay and Panka] wer2 partners. ... oo e mss e .
Ans
JOURNAL
Date Particulars L.F. Dr. Cr.
Amount (T) | Amount (T)
2024 Investrment Fluctuation Fund Afe D &,00,000
April 1 To Investment Afc 2,00.000
To Vinay's Capital Afc 2,.40,000 {1¥)
To Pankaj's Capital Afc 1,650,000
{Investment Fluctuation Fund of
£ 2,00,000 used to cover loss on
investment and remaining  4,00,000 +
divided among old partners in old ratic)
2024 Revaluation Afc Dr. 1,00,000
April1 | Workmen Compensation Fund &/c Dr. E.00,000
To Workmen Compensation Claim Afc 9.00,000 (| (1%)
{Workmen Compensation Claim of
T B,00,000 covered from Waorkmen
Compensation Fund and T 1,00,000
transferred to Revaluation A/c) =
: marks
19 | {a)} Q. Mallark Ltd. purchased assets ...
Ans.
Books of Mallark Ltd.
JOURNAL
Date | Particulars L.F. Dr. Cr.
Amount (T) | Amount (T)
Assets Afc Dr. 40,00,000
Goodwill Afc Dr. 1,00,000 {15 )
To Liabilities Afc 500,000
To Marcha Ltd. 36,000,000 +
(Business of Naroha Ltd. taken owver at
£ 36,00,000)
Marcha Led. Dr. 36,00,000 {1} )
To 7% Debentures Afc 30,000,000
To Securities Premium Afc &,00,000 ~
(Issued 30,000, 7% Debentures of ¥ 100 marks
each at a premium of 20%)
OR OR

(b} Q. Sunlock Ltd. purchased assets
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Ans.

Books of Sunlock Ltd.

JOURMAL
Date | Particulars L.F. Dr. Cr.
Amount [T) | Amount [T )
Aszels Afc Dr. 50,00,000
To Liabilities Afc 6,00,000 | | (1)
To Moondock Ltd. 41,40,000
To Capital Reserve Afc 260,000 +
[Business of Moondock Ltd. taken over at
¥ 41,40,000)
Moondock Ltd. Dr. 41,40,000 (1% )
Discount on lssue of Debentures Afc Dr. 4,60,000
To 8% Debentures Afc A, 00,000
(lssued 46,000, 8% Debentures of T 100 each =
at a discount of 10%) marks
20 | [a) Q. Abhay and Sujoy entered into partfership .c....coecooeceeeneeeees
Ans,
Profit and Loss Appropriation Account
Dr. for the year ended 31 March 2024 Cr.
Particulars Amount | Particulars Amount
(¥} (T)
To Profit transferred to By PEL Afc {1x3)
Abhay's Capital 4,00,000 [Met Profit) B,50,000
Sujoy's Capital 3,0, W 700,000 | By Interest on Drawings =
Abhay 30,000 marks
Sujoy 20,000 50,000
7,000,000 7,00,000
OR OR
(B) Q. Soniaand Shrutl were partiners ... e s
Ans. (i)
Sonia's share of profit = 5/8 x 24,00,000 = ¥ 15,00,000 {1})
Shruti‘s share of profit = 3/8 x 24,00,000 =3 9,00,000
[Note — No Interest on Copital will be provided) *
(if)
Sonia‘s share of profit = 5/8 x (24,00,000 - 4,00,000) = ¥ 12,50,000
Shrutl's share of profit = 3/8 x {24,00,000—4,00,000) =¥ 7,50,000 (1}
Working !
Sonia’s interest on Capitol = 10/100 x 25,00,000 = €2.50.000
Shruti‘s Interest on Capital = 10/100 x 15,000,000 = &1.50.000
£4.00,000
Note: Full credit to be given if a student has colculated share of profit by preparing P/L s
Appropriation Afc marks
21 | Q. EF Ltd. invited applications for ISSUlng ...,
Ans,

Books of EF Ltd.
JOURMAL

233




Date | Particulars L.F. D, Cr.
Amount (£) | Amount [T )
Bank Afc Dr. 1,60,000
To Debenture Application Afc 1,60,000
[Application amount received on 4,000
debentures.
Debenture Application Afc Dr. 160,000
To 10% Debentures Afc 1,60,000
[Application amount transferred to debentures
afc.)
Debenture Allotmant Ajc Dr. 2,80,000
To 10% Debentures Afc 2,40,000 (1x4)
To Securities Premium Afc 40,000
[Allotrment amount due on 4,000 debentures _
including premium. ] m;.r'ks
Bank &/c Dr. 2,80,000
To Debenture Allotment Afc 2,80,000
[Allotrment amount received. )
0. Gopal, Heera and Igbal were partiers ... eoeas
Ans.
Dr. Igbal’s Executor's Account Cr.
Date Particulars L 4 Date Particulars L4
2023 2022
March 31 | To Bank Ajfc (¥)| 240,000 | April 1 By Igbal's Capital Afc {1) | 4,00,000
4 Tobalancecfd (%) | 2,00,000 | 2023
March 31 | By Interest Afc () 40,000
4,440,000 4,540,000
2024 2023
March 31 | To Bank Afc (¥) | 2.20,000 | April 1 By balance b/d (¥) | 2.00,000 i
2024 4
March 21 | By Interest Afc () 20,000 F
2,20,000 2,20,000
0. Madhur and Neera] were partners
Ans,
Dr. Realisation Account Cr.
Particulars Amount | Particulars Amount
) ®)
To Sundry Assets (/1 {1} By Sundry Liabilities t/f: ()
Machinery 700,000 Creditors &,00,000
Investments 400,000 Bills Payable 2.00.000 &.00,000
Debtors 11,000,000
Stock _2.00,000 | 24,00,000 | By Meeraj's Capital &fc 500,000
(Investment) f3)
To Madhur's Capital &/¢ 100,000 By Bank Afc (Debtors) () 900,000
[Realization Expenses) (1) By Madhur's Capital Afe (St) ) 100,000
To Bank A/c [Bills Payable) 200000 | By Loss transferred to Partners’
{1) Capital &/c (1)
Madhur 2,400,000 =
Neeraj 1,560,000 4,00,000 &
27,00,000 27,00,000 | | marks
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24

Q. Following is the extract of the Balance Sheet of Sankalp Ltd. as per

Ans.
(i)
(ii)
(i}
(iv)
{v)
fvi)

(C) - T 5,00,000
(A} - 10,000
(C) - T 1,00,000
(8) - ¥ 80,000
(D) - T 70,000
(A] - NIL

(1x86)

marks

25

(a) Q. Centurian Ltd. invited applications

Ans

Books of Centurian Ltd.
JOURMAL

Date

Particulars

LF.

Dir.
Amount
)]

Amount
(Z)

Bank A/c Dr.

To Equity Share Application and Allotment &/c
{Application amount received on 3,00 000 shares)

Equity Share Application and &llotment Afc Dr.

To Equity Share Capital Afc

To Securities Premium Afc

To Calls in Advance &/c

To Bank &/c
{Application amount transferred 1o share capgital,
securities premium, calls in advance and returned)

Equity Share First and Final Call Afc Dr.
To Equity Share Capital Afc
To Securities Premium &/c

{First and Final call amount due on 2 00,000 sharez)

Bank &/c Dr.
Calls in Advance Afc Cr.
Calls in Arrear &fc Dr.

To Equity Share First and Final Call &,/c
{First and Fimal call received with exception on 1,500
shares and calls in advance adjusted)

Equity Share Capital A/fc Dr.
Securities Premium A/t Dr.

Tao Share Forfeiture Afc

To Calls in Arrears Afc
(1500 shares forfeited due to non-payment of first
and final call money)

60,00,000

60,00,000

20,00,000

4,95,000
15,00,000
5,000

15,000
4,500

60,00,000

6,00,000
34,00,000
15,00,000

5,00,000

14,00,000
6,00,000

20,00,000

14,500
5,000

L

(1)

{15}

(1)

{13}

{1}

marks

OR

oR

b) Q. Romerio Ltd. issued T 80,000,000, B% DebBEntUrEs e .

Ans.
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Books of Romerio Ltd.

JOURNAL
Date Particulars L.F. Dr. Cr.
Armount(® ) | Amount(T)
2023 Bank Ajc Dr. 80,000,000
April 1 To Debenture Application and Allotment Afc &0,00,000
[Application amount received on 80,000
debentures)
o Debenture Application and Allotment A&fc  Dr. 80,000,000
Loss on lssue of Debentures Afc Dr. 400,000
To 8% Debentures Afc 80,00,000
To Premium on Redemption of Debentures Afc 4,080,000
[Application amount transferred to debentures
afc and provision made for premium on
redemption of debentures)
2024 Interest on Debenture Ajfc D, B, 40,000
PMarch31l [ To Debenture Holders Afc B,40,000
[Interest on debentures due)
g Debonture Holders Afe Dr. B, 40,000
To Bank &/c 40,000
[Interest on debentures paid)
i Statement of Profit and Loss Dr. 6,440,000
To Interest on Debenture Afc B,40,000
(Interest on debentures written off) (1x6)
# Securities Premium &/c . 3,00,000 -
Statement of Profit and Loss Dr. 1,00,000 marks
Tio Loss on Issue of Debenture &)c 4 00,000
[Loss on issue of debentures written off)
26 | [a) Q. Atharv and Anmol were partners ...
Ans.
Dr. Revaluation Account Cr,
Particulars Amount () | Particulars Amount (T )
To Fixed Assets 1,40,000 | By Loss t/f to Capital Afc
To Stock 70,000 | Atharv 1,50,000 (*ex3
Anmal 60,000 2,110,000 =
2,10,000 2,10,000 | | 1%/
Dr. Partners’ Capital Accounts Cr.
Particulars Atharv Anmaol Swurya | Particulars Atharw Anmaol Surya
(L) (%) (%) (T} (T (T)
To 1,50.000 0,000 - | By balance b/d 8,000,000 | 400,000 - b
Revaluation
Afc (M)
By General
Reserwe f/c
(%) | 250,000 | 100,000
To Cash Afc 4,00,000 | 3,290,000 By Cash Afc (4 %}
1) (%) 3,00,000
To balance 6,00,000 | 1,50,000 | 300,000 | By Premium -
efd (1) for Goodwill 1,00,000 | 1,00,000 -
Ale (1) miarks
11,50,000 | 6,00,000 | 3,00,000 11,50,000 | 6,00,000 | 3,00,000

236




OR ORr
(b) Q. Chandan, Deepak and Elvish were partners ... comommss
Ans:
Dr. Revaluation Account Cr.
Particulars Amount [ T) | Particulars Amount [T )
To Fixed Assets 2,770,000 | By Loss t/f to Capital Afc
To Bad Debts 30,000 | Chandan 60,000
Deepak 1,20,000 (#x3
Elvish 1,20,000 3,00,000 =
3,00,000 3,00,000 || 1)
Dr. Partners’ Capital Accounts Cr.
Particulars Chandan Deepak Ehvish | Particulars Chandan Deepak Ehvish
(T) (T (T (T) (T (%)
To 60,000 | 1,20000 | 1,20,000 [ Bybalance | 7,00,000 | 500,000 | 3,00,000
Revaluation b/d 4]
Afc %)
To Chandan's 0,000 b0, 000 | By General 90,000 | 1,820,000 | 180,000
Capital a/c Reserve &fc
() (%) ¥
By Deepak's a0, 000
Capital AJc
{¥)
By Elvish's 60,000
Capital A/c
(¥
To Cash Afc 2,50,000 By Cazh Ajc 325,000 | 525000
(%) {3
To balance 5,25,000 | 8,25,000
cid (%) 4 %)
9,10,000 | 10,05000 | 10,05,000 9,10,000 | 10,05,000 | 10,05,000
LCopital of new firm = 8 50,000 + 500,000 + 3,00 000 marks
T 16,50.000
PART B
OPTION - 1
[AMALYSIS OF FINANCIAL STATEMENTS)
27 | Q. The Quick Ratio of a cOMPany ...,
1
Ans.{D} - Purchase of goods for cash mark
28 | Q. Statement | : Snow Ltd. made a net profit ..o,
1
Ans. (D} -- Both the Statements are true mark
29| (a) Q. The tool of ... 1
mark
Ans. (D) - Comparative Statements
OR ORr
(b] Q. While preparing Commuon 5ize Statement ..o e
1
Ans. (A) - Revenue from Operations mark
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30 | (a) . Cash Flow Statement is prepared

...........................

1
Ans. [A)— Accounting Standard 3 mmark
OR ORr
(b) Q. Which of the following statements ...
1
Ans. (D] - Payment of employee benefit expenses will result in cash outflow from mrark
aperating activities.
31 | Q. Classify the following items under major heads and sub heads. ...
Ans.
5MN. | Item Major Head S5ub Head
{a) | Prepaid Expenses Current Assets Other Current Assets
(b) | Capital Work in Progress Man-Current Assets Property, Plant and (2 x8&)
Equipment and Intangible
Assats =
[} | Imterest accrued and due on | Current Liabilities Other Current Liabilities ks
debentures
32 | Q. From the following information of KL Ltd.
Ans,
in the books of KL Ltd.
Common 5ize Income Statement
for the year ended 31 March 2024
Particulars Absolute Amounts | % of Revenue from
31.3.2024 Operations
4 31.3.2024
I. INCOME
Revenue from Operations 20,00,000 100 {})
Other Income 5,000,000 25 (4]
TOTAL REVENUE 25,00,000 125
Il. EXPEMSES
Cost of Materials Consumed 12,00,000 &0 (¥}
Employee Benefit Expenses 6,00, 000 30 (3}
Depreciation 2,000,000 10 () =
TOTAL EXPENSES 20,00,000 100 marks
lil. Profit Before Tax (I-11) 5,00,000 25 {3}
33 | {a) Q. From the following information, calculate INtErest ...
Ans,
# Interest Coverage Ratio = Profit Before Interest and Tax
Interest an Long Term borrowings {1}
* Profit Before Tax = Profit After Tax x 100/ 70 +
= 6,30,000 x 100,70
=% 9,00,000 {1)
e Profit Before Interest and Tax = Profit Before Tax + Interest on Debentures L
= 4,000,000 + 3,00,000
= § 12,00,000 1)
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¢ |nterest Coverage Ratio = 12,000,000

3,00,000
= 4 times
OR
(b} Q. Calculate the amount of OPening .o aecanemmmsm
Ans.

s Trade Receivable Turnover Batio = Net Credit Revenue from Operations
Average Trade Receivable

s Revenue from Operation = Cost of Revenue from Operation + Gross Profit
Revenue from Operation = 8,00,000 + 1/5 of Revenue from Operation
4/5 Revenue from QOperation = 8,00,000
Revenue from Operation = 8,00,000 x 5/4
Revenue from Operation = T 10,00,000

#Revenue from Operation = Cash Revenue from Operation + Credit Revenue from Operation
10,00,000 = 1/4 Credit Revenue from Operation + Credit Revenue from Operation
10,00,000 = 5/4 Credit Revenue from Operation
10,00,000 x 4/5 = Credit Revenue from Operation
% B,00,000 = Credit Revenue from Operation

¢ 5= 800000

Average Trade Receivable
Average Trade Recelvable = T 1,60,000

¢ Average Trade Receivable = Opening Trade Beceivables + Closing Trade Receivable

2
Average Trade Receivable = Opening Trade Recejvables + Opening Trade Receivable + 40,000
2

1e0,000x 2 = 2 £ Opening Trade Recelvable = 40,000
3,20,000 - 40,000 = 2 x Opening Trade Receivable
280,000 / 2 = Opening Trade Recelvable

T 1,40,000 = Opening Trade Receivable

¥ 1,80,000 = Closing Trade Receivable

(1)

=

marks

{#)

(1)

(1)

{#)

{#)

(%)

marks
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Q. Calculate Cash Flow from Investing Activities ...

Ans.
Cash Flow from Investing Activities
Particulars Amount )
Sale of 10% Long Term Investment *) 200,000
Purchase of Machinery (note no. 1) {*) (3,02,000)
Sale of Machinery (3] 48,000
Purchase of Goodwill {1} (40,000)
Purchase of Investments in Shares of Pinnacle Ltd. %) (9,00,000) (5]
Dividend Received from Pinnacle Ltd, (%) 40,000
Interest Received on 10% Long Term Investment (&) 45,000
Sale of Patents (1) 1,50,000
Met Cash used in Investing Activities {¥) [7.59,000)
Mote No. 1
Dr. Plant and Machinery Account Cr. ¥
Particulars Amaount [T ) | Particulars Amount [T )
To Balance b/d 6,000,000 | By Bank Afc (sale] 42,000
To Statement of P/L {gain) 6,000 | By Depreciation Afc 60,000 ()
To Bank A/c |{purchase] 302,000 | By Balance ¢/d 8,00,000
9,08,000 9,08,000 =
miarks
---------------- THE END ------------
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