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1 (Accounting
for Incomplete Records)

1.0

1.1

1.2

1.2.1

1.2.2

1.2.3

1.3

1.4

1.4.1

1.4.2

1.4.3

1.5

1.5.1

1.6

1.7

1.0
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1.1

(Double entry
system)

(Single entry system)

(Personal Account)

1.2
(Double Entry System) 

(Accounting from Incomplete Records)

‘Single Entry is that which is not Double Entry’. ‘Single Entry is no particular method,
rather it is the absence of any particular method.’

“Sintle Entry is nothing but a mixture of Double Entry, Single Entry and No Entry”
1.2.1

(i) Personal Accounts

(ii) (Cash Book) 
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(iii) (Opening Capital) (Closing Capital)-

(iv) 

1.2.2

1.2.3
(Advantages) :

(Disadvantages) :

(Trial Balance) 

Proft & Loss A/c Income &
Expenditure A/c 

(Balance Sheet) 

(Statement of Affairs) 
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1.3

(Double Entry System)

Debit 
Credit

(Profit & Loss Account)

(Balance Sheet) 

(Single Entry System)

(Balance Sheet) 
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1.4

(Nominal Accounts), (Purchase),
(Sales) Trading and Profit

& Loss Account-
(Statement) 

(Statement of Affairs)

(Statement of Profit or Loss)

1.4.1 (Statement of Affairs)

(Sundry Debtors) 
(Sundry Creditors) (Cash in hand), (Cash

at Bank) 

(Building), (Machinery), 
(Furnigure),  (Stock), (Bill Receivable), (Bill Payable), (Loan)

(Statement of Affairs) 

(Value of total Assets) (External
Liabilities) (Capital) 

(Capital) = 

1.4.2 (Statement of Profit or Loss)

(Change in Capital System) 
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=
=

(Further
Capital) 
(Drawings) 

(Closing Capital) xxx
+ (Drawings) xxx

———
xxx

(–) (Further Capital) xxx
———

(–) (Opening Capital ) xxx
(+), (–) xxx

———

(Adjustment) 
(Opening Statement

of Affairs) (Closing
Statement of Affairs) 

Statement of Profit or Loss for the period............
Closing Capital ×××
Add. Drawings (Cash/Goods) ××

———
×××

Less. (a) Opening Capital ×××
(b) Further Capital ×× ××

——— ———
Profit before adjustment ×××
Less. Adjustments :

(a) Depreciation ××
(b) Provision for Bad Debt ×× ××

——— ———
Net Profit ×××

———
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(Format)

Statement of Profit or Loss
Dr. For the year ended ............ Cr.

Particulars Rs. Particulars Rs.

Opening Capital xxx Closing Capital xxx

Further Capital xxx Drawing xxx

Interest on Capital xxx Interest on Drawings xxx

Depreciation on Fixed Assets xxx Net Loss xxx

Reserve for Bad debt xxx

Net Profit xxx

xxx xxx

(Final Statement of Affairs) 

1.4.3

on 1.4.20 on 31.3.21
Rs. Rs.

(Building) 70,000 70,000

(Plant & Machinery) 60,000 80,000

(Furniture) 30,000 30,000

(Stock) 20,000 35,000

(Cash in Hand) 12,000 18,000

(Sundry Debtors) 20,000 25,000

(Sundry Creditors) 25,000 20,000
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 10,000 5,000
5% 6%

(Closing Fixed Assets) 10% Sundry Debtors- 2%

31.3.21 

A. Statement of Affairs as at 1.4.20

Liabilities Rs. Assets Rs.

Capital (Balancing figure) 1,87,000 Building 70,000

Sundry Creditors 25,000 Plant & Machinery 60,000

Furniture 30,000

Stock 20,000

Sundry Debtors 20,000

Cash in hand 12,000

2,12,000 2,12,000

B. Statement of Affairs as at 31.3.21

Liabilities Rs. Assets Rs.

Capital (Balancing figure) 2,38,000 Building 70,000

Sundry Creditors 20,000 Plant & Machinery 80,000

Furniture 30,000

Stock 35,000

Sundry Debtors 25,000

Cash in hand 18,000

2,58,000 2,58,000
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C. Statement of Profit & Loss

Dr. for the year ended 31st March ’21 Cr.

Particulars Rs. Particulars Rs.

To, Opening Capital 1,87,000 By, Closing Capital 2,38,000
To, Further Capital 5,000 By, Drawings 10,000
To, Interest on Opening Capital 9,350 By, Interest on Drawings

 (5% of 1,87,000) (10,000 × 6%) × 1/2 300
To, Depreciation @ 10%

on Buildng 7,000
on Plant 8,000
on Furniture 3,000 18,000

To, Reserve for Bad debt
     (@ 2% on Rs. 20,000) 400
To, Net Profit 28,550

2,48,300 2,48,300

Final Statement of Affairs
as on 31st March ’21

Liabilities Rs. Assets Rs.

Opening Capital 1,87,000 Building 70,000
Add. Further Capital 5,000 Less : Depreciation 7,000 63,000

Interest on Capital 9,350 Plant & Machinery 80,000
Profit 28,550 Less : Depreciation 8,000 72,000

2,29,900
Less : Drawing 10,000 Furniture 30,000

2,19,900 Less : Depreciation 3,000 27,000
Less : Interest on Drawing 300 stock 35,000

2,19,600 Debtors 25,000
Sundry Creditors 20,000 Less : Reserve for 400

Bad debt 24,600
Cash in hand 18,000

2,39,600 2,39,600
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Note : Drawings-
60,000 80,000 20,000 

(Partners) 3 : 2 
1.4.20 3 : 1

1.4.20 31.3.21

Rs. Rs.

Plant & Machinery 80,000 1,00,000

Furniture 35,000 45,000

Stock 50,000 75,000

Sundry Debtors 60,000 90,000

Cash at Bank 15,000 24,000

12,000 8,000 

5% 

(Plant & Machinery) 10% (Furniture) 
6% 

Sundry Debtors- 2½%

31.3.21 
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Statement of Affairs
as at 1.4.20

Liabilities Rs. Assets Rs.

Capitral (Balancing figure) Plant & Machinery 80,000
Ram 3/4 × 1,70,000 = 1,27,500 Furniture 35,000
Shyam 1/4 × 1,70,000 = 42,500 1,70,000 Stock 50,000
Sundry Creditors 70,000 Sundry Debtors 60,000

Cash at hand 15,000
2,40,000 2,40,000

Statement of Affairs
as at 31.3.21

Liabilities Rs. Assets Rs.

Capitral (Balancing figure) 2,74,000 Plant & Machinery 1,00,000
Sundry Creditors 60,000 Furniture 45,000

Stock 75,000
Sundry Debtors 90,000
Cash at hand 24,000

3,34,000 3,34,000

Statement of Profit or Loss
Dr. for the year ended 31st March, ’21

Particulars Rs. Particulars Rs.

To, Opening Capital 1,70,000 By, Closing Capital 2,74,000
To, Interest on Partner’s Capital Drawings :

Ram 6,325 Ram 12,000
Shyam 2,175

8,500
Shyam 8,000 20,000

To, Depreciation :
on Furniture 2,400
on Plant 9,000 11,400

To, Provision for Bad Debts :
  2½% on Rs. 90,000 2,250

To, Share of Profit
Ram 3/5 61,110
Shyam 2/5 40,740 1,01,850

2,94,000 2,94,000
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Depraciation on Furniture :

Rs.

On Rs. 35,000 @ 6% for 1 year 2,100

+ on Rs. 10,000 @ 6% for 1/2 year 300

2,400

Deprecition on Plant :

on Rs. 80,000 @ 10% for 1 year 8,000

on Rs. 20,000 @ 10% for 1/2 year 1,000

9,000

Final Statement of Affairs
as at 31st March, ’21

Liabilities Rs. Assets Rs.

Capital—
Ram Plant & Machinery 1,00,000
Opening Capital 1,27,500 Less : Depreciation 9,000
Add : Int. on Capital 6,355 Furniture 45,000 91,000

  Share of Profit 61,100 Less : Depreciation 2,400
1,94,955 42,600

Less : Drawings 12,000 1,82,955 Stock 75,000
Shyam Sundry Debtors 90,000
Opening Capital 42,500 Less Prov. for Bad Debt 2,250
Add : Int. On Capital 2,125 87,750

  Share of Profit 40,740 Cash at Bank 24,000
85,365

Less : Drawings 8,000 77,365
Sundry Creditors 60,000

3,20,350 3,20,350
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1.5
(Conversion of Single Entry System to Double Entry System)

(Missing
figure) 

(Credit Sales) (Credit Purchase) 
(Discount Receivable) 

Sundry Debtors Account, Sundry Creditors Account 

(Incomplete Records)
Trading and Profit & Loss Account Balance Sheet

1.5.1
1.4.20 31.3.21 

Particulars on 1.4.20 on 31.3.21

Rs. Rs.

(Plant) 20,000 30,000

(Furniture) 2,000 2,000

(Sundry Debtors) 22,000 25,000

(Sundry Creditors) 15,000 16,000

(Bills Receivable) 9,000 13,000

(Bills Payable) 8,000 10,000

(Stock) 20,000 15,000
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(Cash transactions) 

Dr. Cash Book Cr.
Rs. Rs.

To Balance b/d 10,000 By Cash Purchase 15,000
To Cash Sales 40,000 By Wages 20,000
To Collection from Debtors 60,000 By Payment to Creditors 28,000
To Further Capital 10,000 By Bills Payable (Paid) 14,000
To Bills Receivable (Collected) 20,000 By Salaries 8,000

By General Expenses 4,000
By Drawings 15,000
By Plant 10,000
By Balance c/d 26,000

1,40,000 1,40,000

5% 2½% 

(Plant) 10% (Furniture) 6%
(Depreciation)

5% (Reserve for Bad Debt) 2½%
(Bill Receivable)

31.4.21 Trading and Profit & Loss Account
(Balance Sheet)

Balance Sheet as on 1.4.20

Liabilities Rs. Assets Rs.

Capital (Balancing Figure) 60,000 Plant 20,000
Sundry Creditors 15,000 Furniture 2,000
Bills Payable 8,000 Bills Receivable 9,000

Sundry Debtors 22,000
Stock 20,000
Cash 10,000

83,000 83,000
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Dr. Sundry Debtors A/c Cr.

Particuars Rs. Particulars Rs.

To Balance b/d 22,000 By Cash 60,000

To Credit Sales 87,000 By Bill Receivable 24,000

 (Balancing Figure) By Balance c/d 25,000

1,09,000 1,09,000

Dr. Bill Receivable A/c Cr.

Particuars Rs. Particulars Rs.

To Balance b/d 9,000 By Cash 20,000

To Sundry Dedtors—Bill drawn 24,000 By Balance c/d 13,000

 (Balancing figure)

33,000 33,000

Dr. Sundry Creditors A/c Cr.

Particuars Rs. Particulars Rs.

To Bill Payable 16,000 By Balance b/d 15,000

To Cash 28,000 By Purchases 45,000

To Balance c/d 16,000     (Balancing fig)

60,000 60,000

Dr. Bill Payable A/c Cr.

Particuars Rs. Particulars Rs.

To Cash 14,000 By Balance b/d 8,000

To Balance c/d 10,000 By Sundry Creditors 16,000

    (Balance fig)

24,000 24,000
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Trading and Profit and Loss Account
Dr. for the year ended 31st March ’21 Cr.

Particuars Rs. Particulars Rs.

To Opening Stock 20,000 By Sales :
To Purchase :   Cash 40,000

Cash 15,000   Credit 87,000 1,27,000
Credit 45,000 60,000 By Closing Stock 15,000

To Wages 20,000
To Gross Profit—transferred 42,000

1,42,000 1,42,000
To Salaries 8,000 By Gross Profit 42,000
To General Expenses 4,000
To Interest on Capital 3,250
To Reserve for Bad Debt 1,250
To Reserve for B/R 325
To Depreciation

on Plant 2,500
on Furniture 120 2,620

To Net Profit 22,555
42,000 42,000

Balance Sheet
as at 31st March ’21

Liabilities Rs. Assets Rs.

Capital 60,000 Plant 30,000
Add : Further Capital 10,000 Less : Depreciation 2,500 27,500

  Net Profit 22,555 Furniture 2,000
  Interest on Capital 3,250 Less : Depreciation 120 1,880

95,805 Bills Receivable 13,000
Less : Drawings 15,000 80,805 Less : Reserve 325
Bills Payable 10,000 12,675
Sundry Creditors 16,000 Stock 15,000

Subdry Debtors 25,000
Less : Reserve for 1,250 23,750
Bad Debt
Cash 26,000

1,06,805 1,06,805
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1.6

1.7
(MCQ Questions)

1.

2.

3.

–

+

×



4.
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5.

(Theoretical Questions)
1.
2.
3.
4.
5.
6.

(Objective Type Questions)

1.
2.
3.
4.

(Practical Questions)

1. (Statement of Affairs)
Statement Assairs

as at 31st January ’20

Liabilities Rs. Assets Rs.

Capital : Plant & Machinery 12,000
Tamal 18,000 Sundry Debtors 18,000
Bimal 12,000 30,000 Stock 9,700

Sundry Creditors 9,000 Cash 500
Bills Payable 3,200 Capital : Samir 2,000

142,200 42,200

2020 600 500 (Withdraw)
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31.12.20 

(Plant) Rs. 12,000, (Sundry Debtors) Rs, 11,600, (Sundry
Creditors) Rs. 6,000, (Bill Payable) R. 1,180, (Cash) Rs. 1,1,380,
(Stock) Rs. 10,200

i) 5%

ii) 5% (balance)
5%

iii) 5 : 3 : 2

Rs. 12,600

2. 31.12.20 Trading and Profit & Loss
Account 

Particulars on 1.1.20 on 31.12.20

Rs. Rs.

(Fixed Assets) 15,770 12,400

(Stock) 8,040 11,120

(Cash in hand & Cash at Bank) 6,960 8,080

((Outstanding Exp.) 600 330

(Sundry Creditors) 15,770 12,400

(Sundry Debtors) ? 17,870

(Cash Received and discount allowed) 64,000
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Particulars on 1.1.20 on 31.12.20

Rs. Rs.

(Return from Debtors) 1,450

(Bad Debt) 420

(Sale—Cash & Credit) 71,810

(Discount received from Creditors) 700

(Return to Creditors) 400

(Capital introduced & paid into Bank) 8,500

(Received from Debtors and deposited to Bank) 62,500

(Cash Purchase) 1,030

(Expenses paid by Cash) 9,570

(Drawing’s for personal use from Bank) 430

(Purchase of Machinery by Cheque) 3,180

(Cash Payments into Bank) 5,000

(Withdrawn from Bank) 9,240

(Payment to Creditors by Cheque) 60,270

(Cash at hand at end) 1,200

Gross Profit Rs. 14,810– Net Profit Rs. 1,540, Total of Balance Sheet Rs. 49,110,
Opening Cash in hand Rs. 2,960, Cash at Bank Rs. 4,000, Cash Sales Rs. 4,600
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2  (Insurance Claim
for Loss of Stock)

2.0

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.0

2.1

(Premium)

2.2

(Insurance Policy)
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(1)
(2)

2.3

(Cost of goods sold)

Rs.
Opening Stock ?
Add : Purchases ?
(wages, carriage inward etc.) ?
Total value of goods ??
Less, Cost of sales ?
(Sales less gross profit)
Closing stock/ ??
Value of stock on the date of fire.
Memorandum Trading A/c 

Memorandum Trading A/c

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock ? By Sales ?
To Purchases ? By Closing stock/value ?
To Carriage inward ? of stock on the date of fire
To Wages ? (Balancing figure)
To Gross profit ?

(% of Sales)
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2.4

Memorandum Trading A/c

Memorandum Trading A/c

=

100 20

20
100

1
5

4
5

11 5

Memorandum Trading A/c
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10%, 12%, 12% 10%
11%

10%,
11%, 12% 13% 14%

1 : 27 2018 X Ltd- X Ltd.-

Purchases less returns 1,80,000

From 1st January to 27th March, 2018

Sales less Returns from 1st January

to 27th march, 2018 2,46,000

Stock as on 31st Dec.d 2017 84,000

X Ltd. 31

(i) X Ltd 2017 24%

(ii) 2015, 2016 2017 X Ltd 20%, 22% 
24%

(i) Books of X Ltd.

Memorandum Trading A/c
for the year 1st January to 27th March, 2018

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock 84,000 By Sales Less Returns 2,46,000
To Purchases Less Returns 1,80,000 By Closing Stock 77,040
To Gross Profit (Balancing figure)

(24% of 2,46,000) 59,040

3,23,040 3,23,040
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(ii) Memorandum Trading A/c
for the year 1st January to 27th March, 2018

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock 84,000 By Sales Less Returns 2,46,000
To Purchases Less Returns 1,80,000 By Closing Stock 75,392
To Gross Profit (Balancing figure)

(23.33% of 2,46,000) 57,392
3,21,392 3,21,392

Note : 2018 
24% 20% 26%

3
 



= 23.33%
(iii) Memorandum Trading A/c

for the year 1st January to 27th March, 2018

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock 84,000 By Sales Less Returns 2,46,000
To Purchases Less Returns 1,80,000 By Closing Stock 81,960
To Gross Profit (Balancing figure)

(26% of 2,46,000) 63,960
3,27,960 3,27,960

Note : 2% 2018 
26%

2.5
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2 : 10 2019 Dasgupta and Co.
Dasgupta & Co.

Particulars Rs.
Sales for the year 2018 10,01,000
Sales for the period from 1.1.2019 to 9th March, 2019 3,00,000
Purchases for the year 2018 8,00,000
Purchases for the period from 1.1.2019 to 9th March 1,25,000
Stock on 1.1.2019 3,31,100
Stock on 31.12.2018 3,85,000

Dasgupta & Co. 31 10%

Books of Dasgupta A/c
Trading A/c for the year ended 31.12.2018

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock By Sales 10,01,000

 100 3,31,100110  3,01,000 By Closing Stock 3,50,000

To Purchases 8,00,000 (Balancing figure)
To Gross Profit 2,50,00

13,51,000 13,51,000

2,50,000 100 24.97%
10,01,000

    25%

Memorandum Trading A/c
for the period from 1.1.2019 to 9.3.2019

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock 3,50,000 By Sales 3,00,000
To Purchases 1,25,000 By Closing Stock 2,50,000
To Gross Profit 75,000 (Balancing figure)

(25% of 3,00,000)
5,50,000 5,50,000

10 2,50,000
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2.6

Memorandum Trading A/c

3 : 31.3.2018 Calcutta Chemicals

Particulars Rs.
Stock on 1.1.2017 76,800
Purchases during 2017 3,20,000
Sales during 2017 4,05,200
Closing stock on 31.12.2017 63,600
Purchases from 1.1.2018 to 31.3.2018 1,08,000
Sales from 1.1.2018 to 31.12.2018 1,22,800

2016 20,000 31.12. 16 12,000 
2017 5,200 31.12.17

4,800 2018 2,800 
60% 

Books of Calcutta Chemical
Memorandum Trading A/c

for the period from 1.1.2018 to 31.3.2018

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock (Note 1) 58,800 By Sales 1,22,800
To Purchases 1,08,000 Less. Sale of
To Gross Profit 22,200        abnormal goods 2,800 1,20,000

(18.5% of 1,20,000) By Closing Stock 69,000
(Balancing figure)

1,89,000 1,89,000
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Statement showing loss of stock
by fire as on 31.3.2018

Particulars Amount
Rs.

Closing Stock as above 69,000
Add. Value of abnormal goods (Note 2) 3,000

Total Loss       72,000

Working :
Dr. Trading A/c for the year ended 31.12.2017 Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Opeing Stock 76,800 By Sales 4,05,200
Less. abnormal goods 12,000 64,800 Less. Sale of abnormal
To Purchases 3,20,000  Goods 5,200 4,00,000
To Gross Profit 74,000 By Closing Stock 63,600

Less abnormal goods 4,8010 58,800
4,58,800 4,58,800

Rate of Gross Profit for 2017 
74,000 100 18.5%

4,00,000
(2) Value of abnormal goods on 31.3.2018

Rs.
Cost of original goods 20,000
Less. 50% Sold in 2017 10,000

10,000
Less. ¼th on the original goods
i.e. Rs. 5,000 sold in 2018 5,000
Cost price of remaining goods = 5,000

Value of the above goods at 60% of cost price 60 5,000100   = Rs. 3,000

2.7
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Memorandum Trading A/c

(Salvaged Stock)

(Average caluse)

30,000 40,000
20,000

20,000 30,000/40,000 × 20,000
15,000

4 : 15 2019  Pioneer Stores 

Particulars Rs.

Stock at cost on 1st January 2018 4,41,000

Stock at cost on 31st December 2018 4,77,60

Purchases less returns for the year ended 31.12.2018 23,88,000

Sales less returns for the year ended 31.12.2018 29,22,000

Purchases less returns upto 15th June 2017 9,72,000

Sales less returns upto 15th June 2017 13,87,200

31.12.2018 13,800
41,400 2019 20,700

1,500
34,800 Pioneer Stores

3,00,000 Pioneer Stores
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Books of Pioneer Stores
Memorandum Trading A/c for the period

1st January to 15th June 2019

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock (Note 1) 4,50,000 By Sales 13,87,200
To Purchases 9,72,000 Less. Sale of old
To Gross Profit 2,73,600 goods (20,700–1,500) 19,200 13,68,000

(20% of 13,68,000) By Closing Stock 3,27,600
(Balancing figure)

16,95,600 16,95,600

Statement of claim for loss of stock on 15th June, 2019

Particulars Amount
Rs.

Value of stock (as above) 3,27,600
Add. Cost Price of old stock (41,400—20,700) 20,700

3,48,300
Less. Salvage 34,800

Total Loss       3,13,500

Net claim after average clause =
Policy Value 3,00,000Loss of Stock 3,13,500 Rs. 2,70,026Value of Stock 3,48,300

Working :
Trading A/c

Dr. for the year ended 31st December 2018 Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Opeing Stock 4,41,000 By Sales less Returns 29,22,000
Less. Cost of old goods 41,400 3,99,600 By Closing Stock 4,77,600
To Purchases less Returns 23,88,000 Less. Remaining Value
To Gross Profit 5,84,400 of old stock 27,600 4,50,000

(Balancing figure) (41,400 — 13,800)
33,72,000 33,72,000

Rate of Gross Profit for 2018 
5,84,400 100 20%29,22,000  



NSOU  6CC-CO-06 37

2.8

2.9
(MCQ Questions)

1.

2. Accunt
Memorandum Trading A/c
Trading A/c
Profit and Loss A/c
Cash A/c

3.

4.
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5.

1)
2)

(1)
(2)

(3)
(Practical Problems) :

(1) 15 2019 Tara Stores-
Tara Stores 

Particulars Amount
Rs.

Closing Stock on 31.12.18 84,000
Purchases less Returns 1.1.2001 1,80,000
Sales less Returns 1.1.2001 to 14.6.2019 2,46,000

31.12.2018 Tara Stores 25%
7,200 15

Ans.Value of Stock Rs. 60,000)
(2) 31 2018 X Ltd.-

2015 2016 2017 2018
Particulars (Up to the

date of Fire)
Rs. Rs. Rs. Rs.

Openiong Stock 13,545 16,200 18,000 18,450
Purchases less Returns 37,450 40,000 40,500 3,000
Sales Less Returns 60,000 66,000 70,000 6,000
Wages 8,700 9,500 10,450 1,000
Closing Stock 16,200 18,000 18,450 —
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X Ltd. 10% 

(Ans. Average G.P. rate 28%, Value of Stock on 31st Jan. Rs. 20,180)

(3) 1 2019 A Ltd.

Particulars Rs.

Stock at cost on April 30, 2018 44,300
Stock at cost on April 30, 2019 37,550
Purchases for the year to April 30, 2019 1,03,850
Sales for the year to April 30, 2019 1,52,500
Purchases from May 1, 2019 to Sept. 30, 2019 37,350
Sales from May 1, 2019 to Sept. 30, 2019 59,000

30 2019 800 
1,800 2019 1,750 

A Ltd. 5,105 A. Ltd

(Ans. Gross profit rate 28%, Claim Rs. 27,575)

(4) 15 2018 Reshmi Stores-

Particulars Rs.

Stock on 1-1-2017 30,600
Purchases from 1-1-2017 to 31-12-2017 1,22,000
Sales from 1-1-2017 to 31-12-2017 1,80,000
Stock as on 31-12-2017 27,000
Purchases from 1-1-2018 to date of fire 1,47,000

Sales from 1-1-2018 to date of fire 1,50,000

Reshmi Stores 10% 18,000
63,000

(Ans. Gross profit rate 30%, Claim Rs. 47,250)
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(5) 16 2019 X Ltd-

Particulars Rs.

Stock on 1st April 2018 38,400
Purchases during the year ended 31st March, 2019 1,60,000
Sales during the year ended 31st March, 2019 2,02,600
Closing stock on 31st March, 2019 31,800
Purchases from 1st April to the date of Fire 54,000

Sales from 1sr April to 15th August, 2019 61,400

2017 10,000 31 2018 6,000
2018 2,600

31 2019 2,400 2019
1,400 40%

12,000 30,000

(Ans. G. P. rate : 18.5%, Net Claim Rs. 20,000)
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3 -I (Partnership Accounts-I)

3.0
3.1
3.2

3.2.1
3.3
3.4
3.5
3.6

3.6.1
3.6.2
3.6.3
3.6.4
3.6.5
3.6.6

3.7
3.7.1
3.7.2
3.7.3
3.7.4
3.7.5

3.8
3.8.1
3.8.2
3.8.3
3.8.4
3.8.5
3.8.6
3.8.7

3.9
3.9.1
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3.9.2
3.9.3

3.10

3.0

(Partnership Business) 
Partner)

3.1

3.2

3.2.1
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3.3

i)

(Co-ownership)
ii)
iii)

iv)

v)

3.4

(utmost
good faith) 

oral or written) 

Registration)

(application
form)
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i) ii) iii) iv) 
v) vi) 

3.5

i)
ii)
iii)

iv)

v)
vi)

vii)

viii)

ix)

x)

(Partners' duties)

i)

ii)
iii)

iv)
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3.6

3.6.1 (Intorduction)
(separate

entity) 

unlimited liability) Join
and Several)

3.6.2 (Partner's capital accounts)
capital accounts) 

(fixed capital account)

(fluctuating capital account)

3.6.3 (Fixed capital account)

Capital A/c- Credit Capital A/c-

current account

Capital Account-
Capital Account-

3.6.4 (Flactuating capital account)
(partners' capital A/c) 

Capital A/c- Current
A/c Capital A/c-

Capital A/c-
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Capital
A/c, Current A/c Drawing A/c 

credit

capital
A/c Drawing A/c 

debit credit

3.6.5 (Partners' Drawings Account)
withdrawn of Capital or Goods) 

3.6.6
(Current A/c)

debit credit

Balance Sheet

(Drawings A/c)

Capital A/c

debit

Balance Sheet
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3.7

Profit and Loss Account (Net Profit)
Profit and Loss Appropriation A/c

General Reserve)

Features of Profit and Loss Appropriation
Account)

nominal account

Profit and Loss Account (balance) Net Profit

13

Profit and Loss Appropriation A/c



NSOU  6CC-CO-0648

Profit & Loss Appropriation A/c for the year ended....
Dr Cr.
To Reserve Rs. Rs.
,, Interest of Capital By Profit & Loss A/c
,, Partners' Salaries (Net Profit)
,, Partners' Commission ,, Interst on Drawings
,, Share of Profit

3.7.1

3.7.2 Interest on Partners' Capital)
[13c] 

(Effective Capital Employed) 

20,000

6,000

6,000 6%
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20,000 6
6 620,000 600

100 12  

(20,000 + 6000) 6
6 626,000 780

100 12
    

1380 

20,000 9
6 920,000 900

100 12
  

(20,000 + 6000) 4
6 326,000 390

100 12
 

1290 

Profit & Loss Appropriation A/c Dr. 2670
To Arun’s Capital A/c 1,380
To Amal’s Capital A/c 1,290
(Being interest on Capital @ 6% p.a. paid)

3.7.3 Interest on Drawings)

Partners' Capital A/c Dr.
To Profit & Loss Appropriation A/c

12 6

6½
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6
5½

3.7.4 (Partners's Salary)

Working Partners) 

Profit & Loss Apprpriation A/c Dr.
To Partners' Capital/Current Account

(Being the salary @ Rs. ..... per month payable to partners as per agreement).

3.7.5
1.4.17 2:1 20,000

10,000 4,000 3,000 

6% 10%
300 1500

31.3.18 16,000

In the Books of Ram & Krishna
Profit & Loss Appropriation Account for the year ended 31st March ’18

Dr. Cr.

Particulars Amount Particulars Amount
Rs. Rs. Rs. Rs.

To Interest on Capital By Profit & Loss A/c 16,000
Ram (Net Profit-transfered)

6% on Rs. 20,000 1,200
Krishna

6% on Rs. 10.000 600 1,800 ” Interest on Drawings
” Salaries Ram

Ram (Rs. 300×12) 3,600  
10 14000
100 2 200

” Commission Krishna
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” Krishna 1,500
10 13000 100 2 150 350

” Share of Profit trnsferred to
Partners’ Capital/Current A/c

Ram 2 9,450
3
  6300

Krishna 1 9,450
3
  3150 9,450

16,350 16,350

(When Capital is fluctuating)
Dr. Partners’ Capital Account Cr.

Ram Krishna Ram Krishna
Rs. Rs. Rs. Rs.

31.3.18 To Drawing A/c 4,000 3,000 1.4.17 By Bank A/c 20,000 10,000
” ” Interest on 31.3.18 ” Interest on

Drawing A/c 200 150 ” ” Capital A/c 1,200 600
” ” Partners’

Salaries A/c 3,600 —
” ” Partners’

Commission A/c — 1,500
” ” Balance c/d 26,900 12,100 ” ” Share of Profit 6,300 3,150

31,100 15,250 31,100 15,250
1.4.18 By Balance b/d 26,900 12,100

(When Capital is fixed)
Dr. Partners’ Capital Account Cr.

Ram Krishna Ram Krishna
Rs. Rs. Rs. Rs.

31.3.18 To Drawing A/c 20,000 10,000 1.4.17 By Bank A/c 20,000 10,000
20,000 10,000 20,000 10,000

1.4.18 By Balance b/d 20,000 10,000

Dr. Partners’ Current Account Cr.
Ram Krishna Ram Krishna

Rs. Rs. Rs. Rs.
31.3.18 To Drawing A/c 4,000 3,000 31.3.18 By Interest on
” ” Interest on 31.3.18 ” Capital A/c 1,200 600

Drawing A/c 200 150 ” ” Partners’ Salaries 3,600 —
” ” Balance c/d 6,900 2,100 ” ” Commission A/c — 1,500

” ” Share of Profit 6,300 3,150
11,100 5,250 11,100 5,250
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effective capital) 
1.4.17 20,000 10,000

1st July '17 2,000 1st Oct, '17 3,000
31st Dec,'17 8,000

1st Oct,'17 5,000
April 500 30th Sept, 17 500

31st Dec,'17 500
12% 10%

Calcultation of effective Capital and
Profit Sharing Ratio)

20,000 3 (1st April-30 June)

(20,000 × 3) Rs. 60,000 1 

22,000 3 (1st July-30th Sept.)

(22,000 × 3) Rs. 66,000 1 

25,000 3 (1st Oct-31st Dec.)

(25,000×3) Rs. 75,000 1

17,000 3 (1st Jan.-31st March)

(17,000×3) Rs. 51,000 1

Rs. 2,52,000 1 

10,000 6 (1st April-30th Sept)

(10,000×6) Rs. 60,000 1 

15,000 6 (1st Oct'97-31st March'98)

(15,000×6) Rs.90,000 1 

Rs. 1,50,000 1 



2,52,000 : 1,50,000 = 42 : 25
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2,52,000 12% 1 =

 12 12,52,000 2,520100 12    

1,50,000 12% 1 =
12 11,50,000 1,500100 12

15 2
500

500 ×12 = 60,000
10%

 
1510 26000 257100 12   275 

500 6 (1 Oct. ’97–31st March ’18)
500 3 (1st Jan. ’98–31st March ’18)

10 6 10 3500 500100 12 100 12
          
   
25 + 12.50 = 37.50 

3:1 1st January
’18 16,000 10,000 5%

31st December ’18 12,000

Rs. Rs.
Feb. 1 300 200
March 1 200 —
April 1 — 300
May 1 300 200
June 1 100 200
Aug. 1 200 100
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Oct. 1 100 200
Nov. 1 300 100
Dec. 1 200 400
31.12.18 

In the Books of Hari & Madhu
Profit & Loss Appropriation Account for the year ended 31st Dec. ’18

Dr. Cr.

Particulars Details Amount Particulars Details Amount
Rs. Rs. Rs. Rs.

To Interest on By Profit & Loss A/c
Capital— —Net Profit 12,000

Hari 800
Madhu 500 1,300 By Interest on

Drawings—
” Share of Profit Hari 44

Hari 3
4 8,088 Madhu 40 84

Madhu 1
4 2,696 10,784

12,084 12,084

Partners’ Capital A/c
Dr. Cr.

Hari Madhu Hari Madhu
Rs. Rs. Rs. Rs.

To Drawings 1,700 1,700 By Balance b/d. 16,000 10,000
To Interest on Drawings 44 40 ” Interest on Capital 800 500
” Balance c/d. 23,144 11,4456 ” Share of Profit 8,088 2,696

24,888 13,196 24,888 13,196

Hari
Amount Months Product (for one Month)

Rs. Rs.
300 11 3300
200 10 2000
300 8 2400
100 7 700
200 5 1000
100 3 300
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300 2 600
200 1 200

1,700 10,500

Interest on Drawings 

 5 110,500 44100 12  

Madhu
Amount Months Product (for one Month)

Rs. Rs.
200 11 2200
300 9 2700
200 8 1600
200 7 1400
100 5 500
200 3 600
100 2 200
400 1 400

1,700 9,600

Interest on Drawings 
5 19,600 40100 12    

Gurantee of profit to a partner)
1.1.'17 2:2:1

40,000 30,000 20,000 31st Dec.'17
20,000

4,500

In the Books of Rini, Simi & Mimi
Profit & Loss Appropriation Account for the year ended 31.12.17

Dr. Cr.
Particulars Amount Particulars Amount

Rs. Rs.
To Interest on Capital By Profit & Loss A/c– 20,000

Rini 1800 (Net Profit)
Simi 1800
Mimi

14,500 900
5 4,500

” Balance c/d 15,500
20,000 20,000
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To Share of Profit By Balance b/d. 15,500
Rini 2/5×15,500 = 6,200

Less : Adjustment 400 5,800
Simi 2/5×15,500 = 6,200
Mimi 1/5× 15,500 = 3,100

Add: Adjustment 400 3,500
15,500 15,500

Partners’ Capital A/c
Dr. Cr.

Rini Simi Mimi Rini Simi Mimi
Rs. Rs. Rs. Rs. Rs. Rs.

31.12.17 1.1.17 By Balance b/d 40 30 20
” 31.12.17 By Interest on 1,800 1,800 900

Capital
To Balance c/d 47,600 38,000 21,250 ” By Share of 5,800 6,200 3,500

47,600 38,000 21,250 Profit 47,600 38,000 21,250

3.8

(Revaluation of assets & liabilities)

(Distribution of undistributed profit)

(Calculation of new profit sharing ratio)

(Calculation of sacrifice ratio and gaining ratio)

(Goodwill)

3.8.1

i)

Asset A/c Dr.
To Revaluation A/c
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ii) 
Revaluation A/c Dr.

To Asset A/c
iii) 

Revaluation A/c Dr.
To Liability A/c

iv) 
Liability A/c Dr.

To Revaluation A/c
v) 

Revaluation A/c Dr.
To old Partners’ Capital A/c

vi) 
Old Partners’ Capital A/c Dr.

To Revaluation A/c

3.8.2
Reserve) Profit & Loss Account

(Balance)

Reserve/Profit & Loss A/c Dr.
To Old Partners' Capital A/c

3.8.3

3 :2
(¼th)

Amit Samir Rabin

Old Ratio) 3
5

2
5 —

Rabin — — 1
4
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Amit Samir 3 3
4 5 3 2

4 5 —

 New Ratio) 9
20

6
20

1 5
4 5

9 : 6 : 5

3.8.4

3:2 
Equal

Hiron Ashoke Nirmal

(Old Ratio) 3
5

2
5 —

(New Ratio) 3 1
4 2 3 1

4 2 1
4

3
8

3
8

1
4

 

 3 3
5 8  3 3

5 8 1
4

9
40

1
40

1
4

Hiron 9
40

 Ashoke 1
40

Nirmal 9 1 10
40 40 40   1

4
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3.8.5 (Goodwill)

reputation

(Premium Method) 

(compensation)
Sacrifice)

Bank A/c Dr.
To Goodwill A/c

ii) 
Goodwill A/c Dr.

To Old Partners' Capital A/c
(Being premium for goodwill distributed to the old partners' in sacrifice ration).

Revaluation method) 
Goodwill-

Goodwill A/c Dr.
To Old Partners' Capital A/c

(Being goodwill account was raisexd in the books by crediting old partners' capital in old
profit sharing ration).

Memorandum revaluation method) 

goodwill Goodwill A/c 
Goodwill A/c

Goodwill A/c Dr.
To Old partners' Capital A/c
(in Old Ratio)
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All partners' Capital A/c Dr.
To Goodwill A/c
(in New Ratio)

3.8.6 Methods of Valuation of Goodwill)

(Average profit basis method)
(Super-profit basis method)

(Difference between purchase consideration and
net assets method)

(Capitalisation method)
(Annuity method)

3.8.7

3:1

Balance Sheet as at 1.4.2018

Liabilities Amount Assets Amount
Rs. Rs.

Capital A/c. Rs. Plant & Machinery 80,000
Kanai 50,000 Stock 35,000
Balai 40,000 90,000 Debtors 60,000

Reserve 50,000 Cash at Bank 5,000
Sundry Creditors 40,000

1,80,000 1,80,000

10%
5,000

ö” ˜ y”yöìî ûî û vþzþ™î û 21/2%
20,000

(1/3rd)

(1/4th)



NSOU  6CC-CO-06 61

In the Books of Balai, Kanai & Netai
Journal

Dr. Cr.
Date Particulars Amount Amount
2018 Rs. Rs.
April 1. Revaluation A/c Dr. 4,500

Stock A/c Dr. 5,000
To Plant & Machinery A/c 8,000
To Reserve for Bad debt A/c 1,500

(Being Sundry assets revalued)
” Kanai’s Capital Dr. 3,375

Balai’s Capital A/c Dr. 1,125
To Revaluation A/c

(Being loss on revaluation transferred to old partners’ Capital A/c
in old profit sharing ratio).

” Reserve A/c Dr. 50,000
To Kanai’s Capital A/c 37,500
To Balai’s Capital A/c 12,500

(Being Reserve A/c transferred to old partners’ Capital A/c
” Bank A/c Dr. 20,000

To Goodwill A/c 20,000
(Being premium for Goodwill brought in by the new partner)

” Goodwill A/c Dr. 20,000
To Kanai’s Capital A/c 15,000
To Balai’s Capital A/c 5,000

(Being Goodwill Credited to old Partners’ Capital A/c in 3 : 1 )
” Bank A/c Dr. 38,875

To Netai’s Capital A/c 38,875
(Being ¼th Combined Capital of the old partners’ brought
in by the new partner)

sacrifice ratio
Partners’ Capital A/c

Particulars Kanai Balai Netai Particulars Kanai Balai Netai
Rs. Rs. Rs. Rs. Rs. Rs.

To Revaluation 3,375 1,125 — By Balance b/d 50,000 40,000 —
” Reserve 37,500 12,500 —
” Goodwill 15,000 5,000 —

” Balance c/d 99,125 56,375 38,875 ” Bank — — 38,875
1,02,500 57,500 38,875 1,02,500 57,500 38,875
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Balance Sheet as at 1.4.2018

Liabilities Amount Assets Amount
Rs. Rs.

Capital A/c. Rs. Plant & Machinery 72,000
Kanai 99,125 (80,000–8,000)
Balai 56,375 Stock (35,000+5,000) 40,000
Netai 38,875 Sundry Debtors 60,000

1,94,375 Less : Reserve for Bad debt 1,500 58,500
Creditors 40,000 Cash at Bank 5,000

+ 38,875
+ 20,000 63,875

2,34,375 2,34,375

3:2

Balance Sheet as at 1.4.2018

Liabilities Rs. Assets Rs.
Anus’ Capital 35,000 Goodwill 10,000
Debu’s Capital 30,000 Plant & Machinery 22,000
General Reserve 10,000 Furniture 10,000
Bill Payable 5,000 Debtors 30,000
Creditors 18,000 Stock 24,000

Cash 2,000
98,000 98,000

1/5th

920
30,000 20,000

20,000

Revaluation Account

Anu Debu Milu

(Old Ratio) 3
5

2
5 —
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New Ration) 4 3
5 5 4 2

5 5 1
5

12
25

8
25

5
25

12 : 8 : 5

In the Books of Anu, Debu & Milu
Revaluation Account

Dr. Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Furniture A/c 920 By Plant & Machinery A/c 8,000
To Partners’ Capital A/c ” Goodwill A/c 10,000

—Profit on revaluation
Anu 3/5 = 10,248
Debu2/5 = 6,832 17,080

18,000 18,000

Partners’ Capital A/c

Particulars Anu Debu Milu Particulars Anu Debu Milu
Rs. Rs. Rs. Rs. Rs. Rs.

To Bank A/c
—withdrawn 3,248 8,832 — By Balance b/d 35,000 30,000 —

” General Reserve A/c 6,000 4,000 —
To Balance c/d 48,000 32,000 20,000 ” Revaluation A/c 20,248 6,832 —

” Bank A/c — — 20,000
51,248 40,832 20,000 51,248 40,832 20,000

12:8:5)

 5 20,00025 


12 25 1220,000 48,00025 5 25   

 8 25 820,000 32,00025 5 25   
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Balance Sheet as at 1.1.2018

Liabilities Rs. Assets Rs.
Capital A/c : Rs. Goodwill 10,000

Anu 48,000 Furniture 10,000 20,000
Debu 32,000 Plant & Machinery 22,000
Milu 20,000 1,00,000 Add : Appreciated 8,000

Bill Payable 5,000 Less : Depreciation (920) 29,080
Creditors 18,000 Debtors 30,000

Stock 24,000
Cash & Bank 9,920

1,23,000 1,23,000

Cash & Bank : Rs. (2,000 + 20,000 – 3,248 – 8,832) = 9,920

3:2

Balance Sheet as at 1.4.2018

Liabilities Rs. Assets Rs.
Capital Accounts Rs. Goodwill 18,000

Hari 65,000 Land & Building 64,000
Rabi 48,000 1,13,000 Stock 27,000

General Reserve 10,000 Debtors 22,000
Creditors 13,000 Cash at Bank 5,000

1,36,000 1,36,000

2 :1 :1

28,000 64,000 20,000 20,500
15,000

35,000

Hari Rabi Tani

(Old ratio) 3
5

2
5 —

(New Ration) 2
4

1
4

1
4
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 (Sacrifice ration)  3 2
5 4  2 1

5 4

2
20

3
20

5
20

(–) (–) (+)

Journal
Dr. Cr.

Date Particulars Amount Amount
Rs. Rs.

Goodwill A/c Dr. 10,000
Land & Building A/c Dr. 11,000

To Stock A/c 7,000
” Debtors A/c 1,500
” Creditors A/c 2,000
” Revaluation A/c 10,500

(Being Sundry assets & liabilities are revalued)
General Reserve A/c Dr. 10,000

To Hari’s Capital A/c 6,000
” Rabi’s Capitral A/c 4,000

(Being General Reserve transferred
to old partners’ Capital A/c in 3 :2 )
Revaluation A/c Dr. 10,500

To Hari’s Capital A/c 6,300
” Rabi’s Capital A/c 4,200

(Being profit on revaluation transferred
to old partners’ Capital A/c)
Bank A/c Dr. 35,000

To Tani’s Capital A/c 35,000
(Being the Capital brought in by the new partner)

Hari’s Capital A/c Dr. 14,000
Rabi’s Capital A/c Dr. 7,000
Tani’s Capital A/c Dr. 7,000

To Goodwill A/c 28,000
(Being the revalued goodwill written off
in the new partners’ Capital A/c in new ratio)
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Goodwill) 10,000
Revaluation A/c

35,000
(Premium) 

35,000 

Partners’ Capital A/c

Particulars Hari Rabi Tani Particulars Hari Rabi Tani

Rs. Rs. Rs. Rs. Rs. Rs.
To Goodwill A/c 14,000 7,000 7,000 By Balance b/d 65,000 48,000 —

” General Reserve A/c 6,000 4,000 —
” Revaluation A/c 6.300 4,200 —
” Bank A/c 35,000

To Balance c/d 63,300 49,200 28,000

77,300 56,200 35,000 77,300 56,200 35,000

Balance Sheet as at 1.4.2018

Liabilities Rs. Assets Rs.

Capital Accounts Rs. Land & Building 75,000
Hari 63,300 Stock 20,000
Rabi 49,200 Debtors 20,500
Tani 28,000 Cash at Bank 5,000

Creditors 13,000 1,40,500 Add : 35,000 40,000
Add : 2,000 15,000

1,55,500 1,55,500

3.9
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3.9.1

(Admission cum

Retirement)

Adjustment)

(loan)

Deceased partner's

Executors's Account

(Executors Deceased

Partner's Executor's Account Executors Loan Account

(Instalment)

(Join Life Policy)
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(When premium paid is treated as
expense)

Profit and Loss Account-

i)
Insurance Premium A/c Dr.

To Bank A/c
ii)

Profit & Loss A/c Dr.
To Insurance Premium A/c

iii)
Bank A/c Dr.

To Life Policy A/c
iv)

Life Policy A/c Dr.
To Partners’ Capital A/c

(When premium paid is treated as
an asset)

Join
Life Policy Account- Bank Account- Joint Life Policy
Account- (Surrender Value) 

(Difference) Profit and Loss Account- Joint Life Policy Account-

i)
Joint Life Policy A/c Dr.

To Bank A/c
ii)

Profit and Loss A/c Dr.
To Joint Life Policy A/c

iii)
Bank A/c Dr.

To Joint Life Policy A/c
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iv)
Joint Life Policy A/c Dr.

To Partners’ Capital A/c
(When Joint Life Policy Reserve

Account is maintained)

Profit and Loss Account- Joint Life Policy Reserve Account-
Joint Life Policy Reserve Account- Liabilities

i)
Joint Life Policy A/c Dr.

To Bank A/c
ii)

Profit and Loss A/c Dr.
To Joint Life Policy Reserve A/c

iii) Joint Life Policy Reserve A/c Dr.
To Joint Life Policy A/c

(Excess of Life Policy over its Surrender Value).
Life Policy Account Life Policy Reserve Account

i)
Bank A/c Dr.

To Joint Life Policy A/c
ii) Joint Life Policy Reserve Account- (Balance) Joint Life Policy

Account-
Joint Life Policy Reserve A/c Dr.

To Joint Life Policy A/c
iii) Joint Life Policy A/c- (Balance) 

Joint Life Policy A/c Dr.
To Partners' Capital A/c
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Amar, Barun and Chanchal are partners sharing profits and losses in the ratio or 2:1:1.
They took out a Joint Life Policy for Rs.50,000 on 1st January '15. The annual premium Rs.
3,000 was payable on 1st February every year.

Barun died on 15th March '18 and the policy money was received on 7th April '18.
The Surrender values of the policy as on 31st December each year were as follows:
2015--Nil, 2016--Rs. 500, 2017---Rs. 900.
Show the Joint Life Policy Account, assuming that the books of the firm are closed on

31st December every year, under the following methods;
i) When premium is charged every year to the Profit and Loss Account of the firm as

business expense'
ii) When insurance premium is debited to Joint Life Policy Account but an adjustment

is made through the Profit and Loss Account each year to bring the Policy to its Surrender
Value and

iii) When adjustment is made through Joint Life Policy Reserve A/c.

In the Books of Amar, Barun and Chanchal
Joint Life Policy Account

Dr. Cr.
Date Particulars Amount Date Particulars Amount

Rs. Rs.
2018 2018
Apr.7 Apr.7

To Partners’ Capital A/c By Bank A/c
— profit transferred —Policy money 50,000
Amar 2/4th 25,000 received on Barun’s death
Barun ¼th 12,500
Chanchal ¼th 12,500 50,000

50,000 50,000

Joint Life Policy Account
Dr. Cr.
Date Particulars Amount Date Particulars Amount

Rs. Rs.
1.2.15 To Bank A/c 3,000 31.12.15 By Profit and Loss A/c 3,000

3,000 3,000
1.2.15 To Bank A/c 3,000 31.12.16 By Profit and Loss A/c 2,500

(premium paid) ” Balance c/d 500
3,000 3,000
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1.1.17 To Balance b/d 500 31.12.17 By Profit and Loss A/c 2,600
1.2.17 To Bank A/c 3,000 ” Balance c/d 900

     (premium paid)
3,500 3,500

1.1.18 To Balance b/d 900 7.4.18 By Bank A/c 50,000
1.2.18 To Bank A/c 3,000 (policy money received)

(premium paid)
7.4.18 To Capital Accounts

(profit transferred)
Amar 2/4th 23,050
Barun ¼th 11,525
Chanchal ¼th 11,525 46,100

50,000 50,000

Joint Life Policy Account
Dr. Cr.
Date Particulars Amount Date Particulars Amount

Rs. Rs.
1.2.15 To Bank A/c 3,000 31.12.15 By Profit and Loss A/c

(premium paid) Reserve A/c 3,000
3,000 3,000

1.2.16 To Bank A/c 3,000 31.12.16 By Joint Life Policy A/c
(premium paid) ” Reserve A/c 2,500

” Balance c/d 500
3,000 3,000

1.1.17 To Balance b/d 500 ” Reserve A/c 2,600
1.2.17 To Bank A/c 3,000 ” Balance A/c 2,600

(premium paid) ” Balance c/d 900
3,500 3,500

1.1.18 To Balance b/d 900 7.4.18 By Bank A/c 50,000
1.2.18 To Bank A/c 3,000 (policy money received)

(premium paid) By Joint Life Policy
7.4.18 To Partners’ Reserve A/c 900

Capital Accounts (transferred)
Amar 2/4th 23,050
Barun ¼th 11,525
Chanchal ¼th 11,525
(Profit transferred) 46,100

50,900 50,900

Amit, Benoy and Samir are the partners of a firm sharing profit and losses in the ratio
of 1:2:2. Their Balance Sheet as on 31st December, 2017.
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Balance Sheet as at 31st December ’17

Liabilities Amount Assets Amount
Rs. Rs.

Capitral Account : Goodwill 15,000
Amit 20,000 Building 40,000
Benoy 10,000 Machinery 20,000
Samir 20,000 50,000 Investment 10,000

General Reserve 10,000 Cash at Bank 5,000
Sundry creditors 10,000 Debtors 10,000
Bill Payable 25,000

15,000
1,10,000 1,10,000

Samir died on 31st March ’18. His account to be settled under the following terms :
1) Assets are revalued as follows :

Building Rs. 35,000, Machinery Rs. 25,000, Investment Rs. 11,000. Debtors Rs. 8,000.
2) During 2017-18, a Machinery costing Rs. 5,000 was purchased but wrongly debited to

Purchase account, on which depreciation is to be calculated @ 20%.
3) Goodwill is to be calculated at the rate of 2 years’ purchase on the basis of the average

of 5 years profit or loss. Profit for January to March ’18, is to be calculated proportionately
on the average profit of last 3 years. The profits were—

2017 (–) 10,000
2016 12,000
2015 10,000
2014 7,000
2013 3,000

Show the journal entries, Partners’ Capitral Account and new Balance Sheet of the firm.

In the Books of Amit, Benoy and Samir
Journal

Dr. Cr.
Date Particulars Amount Amount
2018 Rs. Rs.
31st Machinery A/c Dr. 5,000

March Investment A/c Dr. 1,000
New Machinery A/c 4,000

To Building A/c 5,000
To Debtors A/c 2,000
To Revaluation A/c 3,000

(Being Sundry assets revalued)
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” Revaluation A/c Dr. 3,000
To Amit’s Capital A/c 600
To Benoy’s Capital A/c 1,200
To Samir’s Capitral A/c 1.200

(Being the profit on revaluation transferred
to partners’ Capital A/c)

” General Reserve A/c Dr. 10,000
To Amit’s Capital A/c 2,000
To Benoy’s Capital A/c 4,000
To Samit’s Capital A/c 4,000

(Being General Reserve transferred
to partners’ Capital A/c)

” Profit & Loss Suspense A/c Dr. 300
To Samir’s Capital A/c 300

(Being estimated share of profit till his
date of death transferred to the deceased
partner’s capital A/c)

” Amit’s Capital A/c Dr. 760
Benoy’s Capital A/c 1,520
Samir’s Capital A/c 1,520

To Goodwill A/c 3,800
(Being the value of Goodwill reduced)

” Samir’s Capital A/c Dr.
To Samir’s Executors A/c

(Being the dues of the deceased partner
transferred to his Executor’s A/c)

Rs.
Loss for 2017 10,000
Less : Cost of Machinry wrongly changed 5,000

5,000
Add : Depreciation on Machinery,

@ 20% on Rs. 5,000 1,000
(–) 4,000*

Value of New Machinery 5,000
Less : Depreciaton 1,000

4,000
Computation of Goodwill :

Rs.3,000 Rs. 7,000 Rs.10,000 Rs.12,000 Rs. 4,000*AveragePr ofit 5
    


= Rs. 5,600

 Goodwill Rs. 5,600 × 2 = Rs. 11,200
 Goodwill to be reduced Rs. 15,000–Rs. 11,200

= Rs. 3,800
Deceased Partner’s share of Profit till the date of his death :
Average profit (last 3 years)



NSOU  6CC-CO-0674

Rs.10,000 Rs.12,000 Rs. 4000
3

 


= Rs. 6,000
 Estimated profit for 3 months (1st Jan. ’18 – 31st March ’18)
= Rs. 6,000 × 3/12 = Rs. 1,500
 Samir’s Share 1/5 × Rs. 1,500 = Rs. 300

Partners’ Capital Account
Particulars Amit Benoy Samir Particulars Amit Benoy Samir

31.3.18 Rs. Rs. Rs. 31.3.18 Rs. Rs. Rs.
To Goodwill A/c 760 1,520 1,520 By Balance b/d 20,000 10,000 20,000
” Samir’s ” General

Executors A/c — — 23,980 Reserve A/c 2,000 4,000 4,000
— (Balance ” Revaluation A/c 600 1,200 1,200
transferred) ” Profit &Loss

” Balance c/d 21,840 13,680 — Suspense A/c — — 300
22,600 15,200 25,500 22,600 15,200 25,500

Balance Sheet as at 31st March ’18

Liabilities Rs. Assets Rs.
Capital A/c : Goodwill (15,000–3,800) 11,200

Amit 21,840 Building 35,000
Benoy 13,680 Machinery 25,000

35,520 Add : New 4,000 29,000
Samir’s Executors A/c 23,980 Investment 11,000
Sundry Creditors 10,000 Stock 10,000
Bill Payable 25,000 Debtors 8,000
Bank Loan 15,000 Cash at Bank 5,000

Profit & Loss Suspense A/c 300
1,09,500 1,09,500

Ajoy, Bejoy and Sanjoy are the partners’ of a firm sharing profits and losses in the ratio
of 5:3:2. Their Balance Sheet as at 31st March ‘18 was as follows :

Balance Sheet as at 31st March ’18
Liabilities Rs. Assets Rs.

Capital Account : Goodwill 8,000
Ajoy 12,000 Machinery 32,000
Bejoy 14,000 Furniture 8,000
Sanjoy 16,000 Investment 5,000

42,000 Stock 9,000
Reserve 10,000 Debtors 12,000
Loan from Ajoy 6,000 Cash at Bank 4,000
Sundry Creditors 20,000

78,000 78,000
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On that date Ajoy died. But the business will be continued by B and C, henceforth
sharing profits and losses in the ratio of 2 : 1. The net balance due to A is transferred to a
Loan Account.

The firm had 3 life policies in the name of each partner, the values of each policy were
Rs. 25,000, the premium of which were charged to Profit and Loss Account.
On the death of a partner, the assets and liabilities are revalued as follows:

Goodwill Rs. 19,000, Machinery Rs. 38,000, Investment Rs. 4,000, Furniture Rs. 6,000
and a Provision for doubtful debt @ 5%.

Death claim in the name of Ajoy was realised in full and the surrender values of the
other 2 policies were Rs. 10,000 each.

Show, Revaluation Account, Partners’ Capital Account and the new Balance Sheet of
the firm.

In the Books of Ajoy, Bejoy & Sanjoy
Revaluation Account

Dr. Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Furniture A/c 2,000 By Goodwill A/c 11,000
” Investment A/c 1,000 By Machinery A/c 6,000
” Provision for doubtful debt A/c 600
” Profit on Revaluation :

Ajoy 5/10 6,700
Bejoy 3/10 4,020
Sanjoy 2/10 2,680 13,400

17,000 17,000

Partners’ Capital Account

Particulars Ajoy Bejoy Sanjoy Particulars Ajoy Bejoy Sanjoy
Rs. Rs. Rs. Rs. Rs. Rs.

To Loan to Ajoy’s By Balance b/d 12,000 14,000 16,000
executor’s A/c 52,200 — — ” Revaluation A/c 6,700 4,020 2,680

– Profit
” Balance c/d — 34,520 29,680 ” Reserve A/c 5,000 3,000 2,000

” Loan A/c 6,000 — —
” Insurance

claim A/c 22,500 13,500 9,000
52,200 34,520 29,680 52,200 34,520 29,680
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Insurance Claim Account
Dr. Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Capital Accounts : By Bank A/c
Ajoy 22,500 Claim of Ajoy’s policy 25,000
Bejoy 13,500 Surrender of Bejoy’s &
Sanjoy 9,000 45,000 Sanjoy’s Policy 20,000

(Rs. 10,000×2)
45,000 45,000

Balance Sheet as at 31st March ’18

Liabilities Amount Assets Amount
Rs. Rs.

Capital A/c Goodwill 19,000
Bejoy 34,520 Machinery 38,000
Sanjoy 29,680 64,200 Furniture 6,000

Loan to Ajoy’s Executor 52,200 Investment 4,000
Sundry Creditors 20,000 Stock 9,000

Debtors 12,000
Less : Provision 5% 600 11,400
Cash at Bank 4,000
Add : Ins. Claim 45,000 49,000

1,36,400 1,36,400

X, Y and Z were in partnership sharing profits and losses in the ratio of 2 : 2 : 1. Their
Capitals as on 1st April’17 were-Rs. 80,000, Rs. 60,000 and Rs. 20,000 respectively. On 1st
October ‘17, Z died. His legal heirs agreed that:

i) Goodwill of the firm be valued at Rs. 30,000.
ii) Fixed Assets be written down by Rs. 18,000 and stock be appreciated by Rs. 3,000.
iii) During the year ended 31st March ’18 the firm earned a profit of Rs. 40,000.
iv) Drawings of the partners were

Upto 1st Oct ’17 From 1st Oct ’17 to 21st Mar ’18
Rs. Rs.

X 5,000 8,000
Y 5,000 8,000
Z 3,000

Prepare the Profit and Loss Appropriation Account and Capital Accounts of the Partners
for the year.
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Profit and Loss Appropriation Account
Dr. Cr.

Up to After Up to After
Particulars 1st Oct 1st Oct Particulars 1st Oct 1st Oct

Rs. Rs.
To Share of profit By Net Profit 20,000 20,000

X   2/5 8,000 8,585
Y   2/5 8,000 8,585
Z   1/5 4,000 —

To Z’s Representatives’s A/c — 2,830
20,000 20,000 20,000 20,000

Capital Account
Particulars X Y Z Particulars X Y Z

Rs. Rs. Rs. Rs. Rs. Rs.
1.10.17 1.4.17
To Drawing 5,000 5,000 3,000 By Balance b/d 80,000 60,000 20,000
To Z’s Repre- 1.10.17

sentative A/c — — — By P&L App. A/c 8,000 8,000 4,000
1.10.17 1.10.17
To Balance c/d 1,01,000 81,000 30,000 By Goodwill A/c 12,000 12,000 6,000

1.10.17
By Revaluation A/c 6,000 6,000 3,000

1,06,000 86,000 33,000 1,06,000 86,000 33,000
31.3.18 1.10.17
To Drawings 8,000 8,000 — By Balance b/d 1,01,000 81,000 —
” Balance c/d 1,01,585 81,585 — ” Profit & Loss

App. A/c 8,585 8,585 —

1,09,585 89,585 — 1,09,585 89,585 —
Revaluation :

Fixecd Assets (–) 18,000
Stock (+)  3,000

(–) 15,000

Proportion of profit belongs to Z’s representative is Calculated as follows :

30,000 20,0001,01,000 81,000 30,000  

30,000 20,000 Rs. 2,8302,12,000  
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3.10

(MCQ Questions)
1.

1932
1934
1936
1940

2.
8
9
10
14

3.
Nominal account
Real account
Personal account
Cash account

4.

credit
debit

5.
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1.
2.

3.
4.
5.
6.

7.
8.
9.

10.

11.
(Objective Questions)

1.
2.
3.
4.
5.
6.

(Practical Questions)
1. A and B are partners in a firm. Their Capital Acounts on 1st January ’18 were Rs.

25,000 and Rs. 20,000 respectively, On 1st April “18, C entered the firm as a partner
with a Capital of Rs. 15,000. On the same date, A and B introduced further Capital of
Rs. 5,000 each. On 1st October, ‘18, D joined the firm with a Capital of Rs. 20,000 and
on the same date C introduced further Capital of Rs. 10,000. On 31st December ’18,
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the net trading profit of the firm was Rs. 1,00,000. The partners agreed to share the
profit in the ratio of their Capital Contributions. Patners are allowed Salaries per annum,
as A—Rs, 5,000, B—Rs. 4,000, C—Rs. 3,000, D—Rs. 2,000.
Prepare the Profit and Loss Appropriation Account of the firm for the year ended 31st
December ’18 and also the partners’ Capital Accounts.

A : B : C : D 2 23 : 19 : 11 : 4
A—Rs. 35,609, B—Rs. 29,417, C—Rs. 17,031, D—Rs. 6,193.

2.   Sen, Roy and Paul are partners in a firm. Their Capital Accounts on 1.1.18 stood at
Rs. 60,000, Rs, 30,000 and Rs. 10,000 respectively. On 31st December ’18 the Profit
and Loss Account of the firm disclosed a net profit of Rs. 35,400.
You are required to prepare the Profit & Loss Appropriation Account and Partners
Capital Accounts by taking into consideration the following information.
1) Interest on Capital @ 5 p.a.
2) Salary to Paul @ Rs. 200 per month.
3) Profit Sharing ratio 4 :2 :1
4) Paul’s Share of profit (including interest on Capital and Salary) is guaranteed by Sen

to a minimum of Rs. 8,000.
 Paul-  Guarantee Sen  1,100  — Sen Rs. 17,900 

Roy Rs. 9,500.
3.   The net trading profit of A, B & C for the year ended 31st December’ 18 was Rs. 30,000

and the same was distributed amongst the partners who shared the profit in the ratio of
3 : 1 : 1. It was subsequently discovered that the following transactions were not passed
through the account :
i) Interest on Capital @ 5% p.a.
ii) Interest on drawing amounted to A Rs. 350, B Rs. 250, and C Rs. 150.
iii) Partners’ Salary A Rs. 5,000 and C Rs 750.
iv) A special commission of Rs 3 ,000 payable to A arising out of a special transaction

of the firm.
The Capital Accounts of the partners are A Rs, 50,000, B Rs. 40,000 and C Rs. 30,000,

Pass the necessary journal entries to rectify the position and also show the Partners’ Capital
Account.

 (Balance) A = Rs. 19,750, B = Rs. 4,950, C = Rs. 5,300.
4. X and Y are the partners in a firm sharing profits and losses in the ratio of 3:2. Their

Balance Sheet as on 31st March ’18 stood as follows:
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Balance Sheet as at 31st March ’18

Liabilities Amount Assets Amount
Rs. Rs. Rs. Rs.

Capital A/c Goodwill 12,000
X 12,000 Furniture 250
Y 30,000 42,000 Sundry Debtors 21,000

Less : Reserve for
Doubtful Debt 1,000 20,000

Sundry Creditors 20,000 Stock 10,750
Cash in hand 15,000
Profit and Loss Account 4,000

62,000 62,000

On 1st April they admit Z as a partner on the following terms :

a) The new profit sharing ratio of X, Y and Z will be 5 : 3 : 2.

b) Agreed value of Goodwill is Rs. 20,000 and Z brings the necessary premium for
goodwill in cash, half of which is retained in the business. Book value of goodwill
should remain undistributed.

c) The Reserve for bad debts is to be raised to 10% of Sundry Debtors.

d) Stock-in-trade is to be revalued at Rs. 12,000 but the effect is not to be shown in
the books.

e) Furniture is to be reduced to Rs. 150.

f) Z brings 1/5th of the combined adjusted Capital of X and Y.

Show the necessary journal entries and the Partners Capital Accounts and also prepare
the Balance Sheet of the new firm as on 1st April ’18.

 Z  (goodwill) Rs. 1,600 

 X = Rs. 9,405, Y = Rs. 28,445, Z = Rs. 7,570.

Cash at Bank and hand — Rs. 23,620.  (Total) - Rs. 65,420.

5. Suresh and Dipen are the partners in a firm sharing profits and losses in the ratio of
2 : 1 . The Balance Sheet of the firm as at 31st December ’18 is as follows:



NSOU  6CC-CO-0682

Balance Sheet as on 31.12.18

Liabilities Amount Assets Amount
Rs. Rs.

Capital Account : Plant & Machinery 80,000
Suresh 90,000 Furniture 15,000
Dipen 50,000 1,40,000 Sundry Debtors 35,000

Bill Receivable 12,000
General Reserve 45,000 Stock 21,000
Sundry Creditors 35,000 Patent 25,000

Cash & Bank Balance 32,000

2,20,000 2,20,000

They agreed to admit Samir into partnership on the following basis :
i) Samir is to pay Rs. 30,000 for goodwill in cash for his one third share of profit

and is to be credited with the value of the following assets brought in : Goodwill
Rs. 15,000, Furniture Rs. 5,000, Stock Rs. 15,000, Sundry Debtors Rs. 10,000,
Building Rs. 32,000.

ii) Provision to be made for bad debt @ 5% on Debtors, Plant & Machinery to be
depreciated by 10%, Patent right to be reduced to Rs. 20,000, Stock to be valued
at Rs. 23,500.

iii) The total Capital of the firm is fixed at Rs, 2,31,000. Any Surplus or deficit in Capital
Accounts of the partners to be adjusted through Current Accounts.

Give the necessary journal entries to give effect to the above and also prepare the
opening Balance Sheet of the new firm.

 Suresh’s Capital Rs. 1,02,667, Dipen’s Capital Rs. 51,333  Samir’s Capital
Rs. 77,000 Current Account 

Suresh Rs. 29,333  Dipen Rs. 19,667.
6. A and B are the partners in a firm sharing profits and losses in the ratio of 3 : 2. The

Balance Sheet of the firm as on 31st March ’18 was as follows :
Balance Sheet as at 31.3.18

Liabilities Amount Assets Amount
Rs. Rs.

Capital Account : Furniture 60,000
Rs. Office Equipment 30,000

A 1,20,000 Motor Car 75,000
B 77,000 1,97,000 Stock 50,000

General Reserve 30,000 Sundry Debtors 90,000
Sundry Creditors 96,000 Cash at Bank 18,000

3,23,000 3,23,000
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C was admitted as a new partner from 1st April ’18 and it was agreed that he would
bring some private furniture Rs. 10,000 and Stock Rs. 8,000 and he also contributed Rs.
50,000 Cash towards Capital.

He would also bring proportionate share of goodwill which is to be valued at two years’
purchase of the average profits of the last three years :— The profits of the last three years
were :—

Rs.
2017–18 52,000
2016–17 32,000
2015–16 28,000

However, it was noticed that on 1.4.06 a now furniture costing Rs. 8,000 was purchased
but wrongly debited to revenue, and in 2017-18, a purchase invoice of Rs. 4,000 has been
omitted in the books. The firm charges depreciation on Furniture @ 10% p.a.

Goodwill is to be calculated on the basis of current profits.
Stock is to be reduced by 5% and Motor Car is worth Rs 85,000.
The new profit sharing ratio would be 5 : 3 : 2.
You are required to prepare the Partners’ Capital Account and the Balance Sheet of the

firm after admission.
(goodwill) – Rs 76,320.

A = Rs. 1,51,620, B = Rs. 1,00,624, C = Rs. 68,000 –Rs. 4,20,244.
7. Aloke, Barun and Chanchal are the partners of a firm sharing profits and losses

in the ratio of 3 : 2 : 1 . Their Balance Sheet as on 31st March ’18 stood as follows :—

Balance Sheet as at 31.3.18

Liabilities Amount Assets Amount
Rs. Rs.

Capital Account : Buildings 50,000
Aloke 40,000 Furniture 12,000
Barun 21,000 Office Equipment 14,000
Chanchal 20,000 Joint Life Policy 8,000

81,000 Debtors 15,000
General Reserve 18,000 Less : Provision 1,500
Sundry Creditors 12,500 13,500

Stock 12,500
Cash at Bank 1,500

1,11,500 1,11,500

Barun retired on 1.4.18 subject to the following conditions :—
i) A type writter pruchased on 1.10.17 for Rs, 2,000, debited to Office Expenses

A/c is to be brought into account charging depreciation @ 10% p.a.
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ii) Building revalued at Rs 75,000. Furniture is to be written down by Rs. 2,000 and
Stock is to be reduced to Rs. 10,000.

iii) Reserve for Bad debt is to be calculated @ 5% on Debtors.
iv) Goodwill of the firm is valued at Rs. 18,000. But no Goodwill A/c is to be raised.
v) Life Policy is to be shown at its ‘Surrender value of Rs. 7,500.
vi) Amount payable to the retiring partner is transferred to his loan accounts.
vii) Aloke and Chanchal will share profits and losses in the ratio of 2 : 1 and their

capitals are to be adjusted in the profit sharing ratio.
You are required to prepare : — Revaluation A/c, Partners’ Capital A/c and the Balance

Sheet of the firm.
Revaluation Account  — Rs. 22,650.

Barun’s Loan Account Rs. 40,550.

Aloke Rs. 54,067, Chanchal Rs 27,033.
 Rs 1,34,150.

8. Bimal, Kamal and Sagar were the partners’ of a firm sharing profits and losses
in the ratio of 5 : 3 : 2. The Balance Sheet of the firm as at 31st December ’18 was as
follows : —

Balance Sheet as at 31st December ’18

Liabilities Amount Assets Amount
Rs. Rs.

Capital Account : Freehold Premises 45,000
Bimal 30,000 Plant & Machinery 22,000
Kamal 25,000 Furniture 12,000
Sagar 20,000 Stock 8,000

75,000 Debtors 12,000
Reserve 15,000 Less Provision 800
Outstanding Expenses 1,200 form Bad Debt 11,200
Sundry Creditors 7,560 Cash at Bank 560

98,760 98,760

Kamal retired on 31st December ’18, subject to the following conditions:
i) The partners had a joint life policy for Rs. 20,000 and its Surrender yalue on the date

of retirement was Rs. 5,000.
ii) Goodwill is to be valued at Rs. 20,000.
iii) Plant & Machinery is to be depreciated by 10% and furniture by 15%.
iv) Stock is to be appreciated by 10% and freehold premises by 20%.
v) Provision for bad debts was to be raised to Rs. 1,500.
vi) Adjustment for goodwill and joint life policy are to be made through Capital accounts

without raising a goodwill or joint life policy account in the books,
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vii) Kamal is to be paid by cash to be brought in by the remaining partners in such a
way that makes their Capitals proportionate to their new profit sharing ratio (3 : 2).

Pass the journal entries to record the above transactions, the Partners’ Capital Accounts
and the New Balance Sheet.

vi) Adjustment for goodwill and joint life policy are to be made through Capital accounts
without raising a goodwill or joint life policy account in the books, vii) Kamal is to be paid
by cash to be brought in by the remaining partners in such a way that makes their Capitals
proportionate to their new profit sharing ratio (3 : 2).

Pass the journal entries to record the above transactions, the Partners’ Capital Accounts
and the New Balance Sheet.

 Revaluation Account 5,100  Rs. 38,530. 
 Rs. 19,510  19,020 Rs. 57,060, Rs. 38,040.

 Rs. 1,03,860.
9. A and B are the partners in a firm sharing profits and losses in the ratio of 3 : 2. In

order to provide money for repayment of their share of the Capital and Goodwill in the event
of death, they had their Joint Life Policy for Rs. 40,000, paying an annual premium of
Rs. 1,550 which is charged to Profit and Loss Account each year. (Accounting year ends
on 31st Dec.)

B died on 30th June ’18. The partnership deed provides that his representatives are to
receive his capital as per last Balance Sheet plus interest at 6% p.a. to the date of death,
and his share of profits to the date of death, estimated according to the profits of the
preceeding year. They are also to receive his share of Goodwill estimated at two years’
purchase of the average net profits of the last three years before charging the insurance
premiums.

The net profits for the last 3 years after charging the insurance premium were Rs.
10,365, Rs. 12,290 and Rs. 10,120 respectively.

B’s Capital as per last Balance Sheet was Rs. 15,000 and his drawing to the date of
death Rs. 3,600.

Make the necessary adjustments and prepare B’s Capital Account showing the amount
payable to his legal representatives.

 B’s representive-  Rs. 41,878.
10. A, B and C are partners sharing profits and losses on 5 : 3 : 2. The Balance Sheet

as at 31st March ’18 was as follows :—
Balance Sheet as at 31st March ’18

Liabilities Amount Assets Amount
Rs. Rs.

Capital Account: Goodwill 1,00,000
A 2,00,000 Machinery 1,00,000
B 1,50,000 Debtors 3,00,000
C 1,00,000 4,50,000 Stock 2,00,000

Reserve 50,000 Cash at Bank 50,000
Creditors 2,50,000

7,50,000 7,50,000
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A died on 30th Sept. ’18. Profit up to the date of death is estimated at Rs. 90,000 without
considering depreciation. They had a Joint Life. Policy of Rs, 1 ,50,000. Annual premium of
Rs. 10,000 was written off to Profit and Loss Accounts.

Each of the current assets (including Cash at Bank) is estimated to have gone up by 20%,
creditors increased by Rs. 20,000. Goodwill is to be calculated at 2 years’ purchase of
average profits of three years. Machinery is revalued at Rs. 80,000.

The profits were Rs. 90,000, Rs. 1,00,000 and Rs. 1,10,000.

A’s claim is paid to his representative from the insurance claim to the extent possible and
balance was transferred to a Loan A/c.

Prepare the necessary accounts and also draft the new Balance Sheet.

 Revaluation A/c-  1,70,000  3,85,000 
9,40,000 
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4 -II (Partnership
Accounts-II)

4.0

4.1

4.2

4.2 1

4.3

4.4
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4.5 Garner Vs. Murray 

4.5 1 Garner Vs Murray

4.5 2
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4.6 1
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4.8

4 0

Garner Vs Murray 
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4 1

4 2 (Dissolution of Partnership)

(i) (Particular Partnership)

(ii) (Partnership at will)

4 2 1

1. 

2. (Partnership at will)

3. 

(i)

(ii) Venture)

(iii)



NSOU  6CC-CO-06 89

(iv)

4. (Compulsory Dissolution)
(Compulsory Dissolution)

(i)

(ii)

5. (Court) (Suit)

(i)

(ii)

(iii) (Prejudicial to interest) 

(iv)

(v)

(vi)

(vii)

4 3

(Debit balance)
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(Debit)

(As regards assets)

(i)

(ii)

(iii)

(iv)

4 4

Realisation Account
Realisation Account Debit

Credit

(Liabilities)
Realisation Account Debit

Realisation Account- Credit
(Provision)

(Provision) Realisation Account
(Gross) Realisation Account-

Realisation Account-

(Debit) Realisation
Account- Credit 

Realisation Account
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(Debit)
Realisation Account

Realisation Account (4)
(5) Realisation Account

Realisation Account Realisation
Account

 (Liability) Realisation Account-

  Realisation Account- 

(Liability A/c) 
 (Liability A/c) 

(Discount) Realisation
Account- 

(Dissolution Expenses) Realisation Account-

Realisation Account-
Credit 

Realisation Account-
Realisation Account 

Realisation Account

(Loan from Partners) 

(Surplus)
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(Partners' Current Account) (Drawings
Account)

(Debit) 
(Credit) 

4 4 1

1  Sekhar and Bijon ae partners in a firm. They share profits and losses in the
ratio of 4 : 1. They decided to dissolve the firm on 31.3.19 on which date the Balance Sheet
of the same stood as follows :

Liabilities Rs. Assets Rs.

Capital Account
Sekhar 15,000 Treade Marks 1,000
Bijon 5,000 Machinery 10,000

Bank Loan 2,000 Furniture 500
Creditors for Goods 7,500 Stock-in-Trade 5,000
Bills Payable 1,500 Debtors 8,500

Less : Provision for
           Bad Debts 500 8,000
Cash in Hand 6,500

31,000 31,000

The realisation shows the following results :
(i) Debtors were realised at book value less 10%
(ii) Goodwill was sold for Rs. 1,500/-
(iii) Trade Marks realised Rs. 750/-
(iv) Machinery and Stock-in-Trade were taken over by Sekhar respectively for Rs.

8,500/- and Rs. 4,000/-
(v) An unrecorded asset estimated at Rs. 700/- was sold for Rs. 300/-.
(vi) Creditors for goods were settled at a discount of Rs. 200/-
(vii) The expenses of realisation were Rs. 500/-
Prepare Realisation Account, Cash Book and Capital Acounts of the partners.
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Realisation Account

Date Particulars Rs. Date Particulars Rs.

31.3.19 To Traded Marks 1,000 31.3.19 By Bank Loan 2,000

” ” Machinery 10,000 ” ” Creditors

” ” Furniture 500 for Goods 7,500

” ” Stock-in ” ” Bills Payable 1,500

Trade 5,000 ” Provision

” ” Debtors 8,500 ” for Bad Debts 500

” ” Cash Account ” Cash Account

(Liabilities Paid) (Assets realised)

—Bank Loan 2,000 ” Debtors 7,650

— Creditors —Goodwill 1,500

for Goods 7,300 —Trade Marks 750

— Bills Payable 1,500 10,800 —Unrecorded

” ” Cash Account Asset 300 10,200

Expenses 500 ” ” Sekhar’s

Capital Account

—Assets

taken over

Machinery 8,500

Stock-in-Trade 4,000 12,500

” ” Partmers’

Capital Account

—Loss on

Realisation :

Salion

Sekhar-4/5 1,680

Bijon-1/5 420 2,100

36,300 36,300
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Cash Account

Date Particulars Rs. Date Particulars Rs.

31.3.19 To Balance b/f 6,500 31.3.19 By Realisation Account
To Realisation Account Liabilities Paid 10,800

Assets realised 10,200 ” Realisation Account
Expenses 500

” Sekhar’s Capital
Account 820

” Bijon’s Capital
Account 4,580

16,700 16,700

Dr. Partners’ Capital Accounts Cr.

Date Particulars Sekhar Bijon Date Particulars Sekhar Bijon

Rs. Rs. Rs. Rs.
31.3.19 To Realisation 31.3.19 By Balance b/f 15,000 5,000

Account
– Loss on
Realisation 1,680 420

” ” Realisation
Account
–Assets taken
over 12,500 —

” Cash Account 820 4,580

15,000 5,000 15,000 5,000

2  Ashok, Dwijen and Dulal commenced business on 1st January, 2018 with
capitals of Rs. 1,20,000/-, Rs. 1,00,000/- and Rs. 80,000 respectively. Profits and losses were
shared in the ratio of 4:3:3. Capitals carried interest at 5% per annum. During 2018 and 2019
they made profits of Rs. Rs. 50,000/- and 60,000/- (before allowing interest on capitals).
Drawings of each partner were Rs. 15,000.- per year.

On 31st December, 2019 the firm was dissolved.. Creditors on, that date were Rs.
25,000/-. The assets realised Rs. 3,00,000/- net.

Give the necessary accounts to close the books of the firm.
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Balance Sheet as at 31.12.19 (Before Dissolution)

Liabilities Rs. Assets Rs.

Sundry Creditors 25,000 Sundry Assets 3,45,000
Capital Accounts (Balancing figure)

Ashok 1,34,150
Dwijen 1,03,950
Dulal 81,900

3,45,000 3,45,000

Dr. Realisation Account Cr.

Date Particulars Rs. Date Particulars Rs.

31.12.19 To Sundry Assets 3,45,000 31.12.19 By Sundry Creditors 25,000
(Transfer) (Transfer)

” ” Bank Account 25,000 ” ” Bank Account 3,00,000
” ” Partners’ Capital

Account
—(Loss on
Realisation)

Ashok 18,000
Dwijen 13,500
Dulal 13,500

3,70,000 3,70,000

Dr. Bank Account Cr.

Date Particulars Rs. Date Particulars Rs.

31.12.19 To Realisation 31.12.19 By Realisation Account 25,000
Account 3,00,000 ” ” Ashok’s Capital

Account 1,16,150
” ” Dwijen’s Capital

Account 90,450
” ” Dulal’s Capital

Account 68,400

3,00,000 3,00,000
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3
Deficiency of Capital of a Partner who is solvent

A, B and C are partners sharing profits and losses in the proportion of 5 : 3 : 2. They
decide to dissolve the partnership firm on 1.1.19 when the Balance Sheet is as noted
below :

Liabilities Rs. Assets Rs.

Sundry Creditors 1,82,000 Cash Balance 18,000
Capital Accounts Sundry Debtors 1,52,000

A 3,30,000 Stock-in-Trade 60,000
B 1,30,000 Furniture 10,000

Plant and Machinery 2,90,000
Land & Building 80,000
Capital Account
       C 32,000

6,42,000 6,42,000

The assets realise : Land & Building Rs. 1,00,000. Plant and Machinery Rs. 2,50,000,
Sundry Debtors Rs. 1,21,000, Stock Rs. 47,000, Furniture Rs. 9,200, Expenses of dissolution
Rs. 3,600.

Close the books of the firm.

A, B and C
Dr. Realisation Account Cr.

Date Particulars Rs. Date Particulars Rs.

1.1.19 To Sundry Debtors 1,52,000 1.1.19 By Cash Account
” Stock-in-Trade 60,000 Land & Building 1,00,000
” Furniture 10,000 ” Plant & Machinery 2,50,000
” Plant & Machinery 2,90,000 ” Sundry Debtors 1,21,000
” Land & Buildings 80,000 ” Stock 47,000
” Cash Account 3,600 ” Furniture 9,200

(Expenses of ” Loss on Realisation
dissolution) A  34,200

B  20,520
C  13,680 68,400

5,95,600 5,95,600
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Dr. Sundry Creditors Accounts Cr.

Date Particulars Rs. Date Particulars Rs.

1.1.19 To Cash Account 1,82,000 1.1.19 By Balance b/f 1,82,000

1,82,000 1,82,000

Dr. Cash Account Cr.

Date Particulars Rs. Date Particulars Rs.

1.1.19 To Balance b/f 18,000 1.1.19 By Resolution

” ” Realisation Account 5,27,200 ” Account (Expenses) 3,600

” ” C’s Capital Account 45,680 ” ” Sundry Creditors

Account 1,82,000

” ” A’s Capital Account 2,95,800

” ” B’s Capital Account 1,09,480

5,90,880 5,90,880

Dr. Capital Accounts Cr.
Date Particulars A B C Date Particulars A B C

Rs. Rs. Rs. Rs. Rs. Rs.

1.1.19 To Balance b/f — — 32,000 1.1.19 By Balance b/f 3,30,000 1,30,000 —
” ” Realisation ” Cash Account — — 45,680

Account
—Loss 34,200 20,520 13,680

” ” Cash
Account 2,95,800 1,09,480 —

3,30,000 1,30,000 45,680 3,30,000 1,30,000 45,680
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4 5 Garner Vs Murray

(Solvent) 
Garner Vs Murray

Garner Vs Murray
(Solvent) 

1. (Solvent Partners) Realisation Account-

2. Solvent)
Fixed Capital)

(fluctuating)
(Reserve)

Realisation Account
(Balance)

Garner Murray

1. (Credit Balance)

(Solvent Partners) Realisation Account

(Notional Credit)

2. 

(Debit balance) 
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4 5 1 Garner Vs Murray 
48 2)

Realisation Account-

(Outside liabilities) (Advance from partners)

Realisation Account-

Garner Murray

4 5 2

Re. Sharing of deficiency of insolventr partner according to agreement

1  A, B and C, who share profits and losses in the ratio of 5:3:2 decide to
dissolve their partnership as at 31st March, 2019.

Their Balance Sheet on that date was as follows :

Liabilities Rs. Assets Rs.

Capital Accounts : Buildings 25,000
A 28,000 Tools & Fixtures 14,000
B 18,000 Debtors 12,000

Sundry Creditors 16,500 Cash at Bank 1,500
Capital Account

C 10,000
62,500 62,500

The debtors realised Rs. 10,500, the buildings Rs. 17,000 and the Tools and Fixtures
Rs. 14,500. The expenses of dissolution wereRs. 400 and discounts totalling Rs. 500 were
received from creditors.
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C is declared insolvent, a dividend of 25 paise in the rupee being received from his
estate. The partnership agreement provides that, the deficiency of an insolvent partner
will be borne by other partners in their profit sharing ratio.

Show how the above transactions would be dealt with in the Realisation, Bank and
Capital Accounts of the partners.

Books of A, B and C
Dr. Realisation Account Cr.

Date Particulars Rs. Date Particulars Rs.

31.3.19 To Buildings 25,000 13.3.19 By Sundry Creditors 16,500
” Tools & Fixture 14,000 (Transfer)
” Debtors 12,000 ” ” Bank Account

” ” Bank Account Buildings 17,000
(Payment to Creditors) 16,000 Tools & Fixture 14,500

” Bank Account Debtors 10,500
Expenses 400 ” Partner’s Capital

Account (Loss
on Realisation)

A  4,450
B  2,670
C  1,780 8,900

67,400 67,400

Dr. Bank Account Cr.

Date Particulars Rs. Date Particulars Rs.

31.3.19 To Balance b/f 1,500 13.3.19 By Realisation Account 16,000
” ” Realisation (Payment to Creditors)

Account ” ” Realisation Account
(Assets realised) 42,000 Expenses 400

” C’s Capital ” ” A’s Capital Account 18,028
Account 2,945 ” ” B’s Capital Account 10,017

46,445 46,445
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Dr. Capital Accounts Cr.
Date Particulars A B C Date Particulars A B C

Rs. Rs. Rs. Rs. Rs. Rs.

31.3.19 To Balance b/f — — 10,000 31.3.19 By Balance b/f 28,000 18,000 —

” ” Realisation ” ” Bank

Loss 4,450 2,670 1,780 (25% of

” ” Capital of Rs. 11,780) — — 2,945

C (Deficiency) ” ” A and B

in the Profit (Deficiency) — — 8,835

Sharing ratio 5:3 5,522 3,313 —

” ” Bank

Account 18,028 12,017 —

28,000 18,000 11,780 28,000 18,000 11,780

2  The Balance Sheet of A, B and C showed as under, when they resolvd to
dissolve their business.

Liabilities Rs. Assets Rs.

Creditors 9,000 Cash at Bank 1,500

Capital Accounts Debtors 12,000

A 25,000 Stock 35,000

B 25,000 Machinery 18,500

C 8,000

67,000 67,000

Debtors, Stock and Machinery realised 60% of the book value and expenses of realisation
came to Rs. 200. C is insolvent and is unable to bring in anything in respect of this debit to
the firm.

Show the final adjustment of accounts applying the decision n Garner Vs Murray.
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A, B and C
Dr. Realisation Account Cr.

Particulars Rs. Particulars Rs.

To Debtors 12,000 By Sundry Creditors Account 9,000
” Stock 35,000 ” Bank Account
” Machinery 18,500 Debtors 7,200
” Bank Account Stock 21,000

Expenses 200 Machinery 11,100
” Bank Account 9,000 ” Partners Capital Account

(Loss on Realisation)
A—(1/3) 8,800
B—(1/3) 8,800
C—(1/3) 8,800 26,400

74,700 74,700

Dr. Bank Account Cr.

Particulars Rs. Particulars Rs.

To Balance b/f 1,500 By Realisation
” Realisation Account 39,300 Account Exp. 200
” A’s Capital Account 8,800 ” Realisation
” B’s Capital Account 8,800 Account 9,000

” A’s Capital Account 24,600
” B’s Capital Account 24,600

58,400 58,400

Dr. Capital Accounts Cr.

Particulars A B C Particulars A B C

To Realisation By Balance b/f 25,000 25,000 8,000
Account Loss 8,800 8,800 8,800 ” Bank

” Capital of C Account
(deficiency on (For Loss
Capital ratio on Realisation) 8,800 8,800 —
i.e. 25 : 25) 400 400 — ” Capital of

” Bank Account 24,600 24,600 — A and B
(Deficiency) — — 800

33,800 33,800 8,800 33,800 33,800 8,800
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4 6

4 6 1

1. (Third Party Creditors)

2. 
(Secured) 

(Secured Creditors) 
(Unsecured Creditors)

3. 

4 6 2

(i) (ii)

4 6 3

A,B C 30,000 20,000
17,000 2 : 2 : 1

B
B 2/5 20,000

1/5 C 10,000 C 7,000
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A- B- 10,000
A- 1/5 C-

5,000 C- 7,000
C- 2,000 A C- 10,000 5,000

A, B, C
C A-

A, B, C- A, B, C-

A,B,C- A, B, C-

4 6 4

(Maximum Loss basis) : 

Realisation Account-

4 6 5

1  Piecemeal Distribution
Balance Sheet as at 31.12.2018

Liabilities Rs. Assets Rs.

Partners’ Capital Sundry Assets 2,95,000
Accounts

Ajoy 65,000
Bijoy 50,000
Sujoy 40,000

Partners’ Advances
Ajoy 20,000
Bijoy 20,000

Sundry Creditors 1,00,000
2,95,000 2,95,000
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The Partners shared profits and losses in proportions 2:2:1. Show the distribution of
assets amongst the partners as and when realised applying the “Surplus Capital” method and
close the books of accounts.

The proceeds of realisation were :

31.1.19 Rs. 70,000

28.2.19 Rs. 1,00,000

31.3.19 Rs. 1,10,000

 Statement of showing surplus capital on the basis of profit sharing
ratio.

Ajoy (2) Bijoy (2) Sujoy (1)

Capitals as per Balance Sheet 65,000 50,000 40,000

Less : Capitals in Profit sharing ratio taking

Bijoy’s contribution as basis i.e.,

Rs. 25,000 per share 50,000 50,000 25,000

15,000 — 15,000

Less : Capitals in profit sharing ratio taking

Ajoy’s surplus as basis i.e., Rs. 7,500

per share. 15,000 — 7,500

— — 7,500

Statement showing priority of distribution.

First Rs. 1,00,000 to Sundry Creditors.

Next Rs. 40,000 to Ajoy and Bijoy for advances as 2:2

Nest Rs. 7,500 to Sujoy for absolute surplus of Capital.

Next Rs. 22,500 (15,000 + 7,500) to Ajoy and Sujoy for surplus of capitals in the ratio
of 2 : 1.

Balance to Ajoy, Bijoy and Sujoy in the Profit sharing ratio.
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Dr. Realisation Account Cr

Date Particulars Rs. Date Particulars Rs.

1.1.19 To Sundry Assets - 31.3.19 By Bank Account 70,000
Transfer 2,95,000 28.2.19 ” Bank Account 1,00,000

31.3.19 ” Bank Account 1,10,000
„ Partners Capital A/c

(Loss on Realisation)
Ajoy (2/5) 6,000
Bijoy (2/5) 6,000
Sujoy (2/5) 3,000

2,95,000 2,95,000

Dr. Sundry Creditors Account Cr

Date Particulars Rs. Date Particulars Rs.
1.1.19 To Bank Account 70,000 1.1.19 By Balance b/f 1,00,000
28.2.19 ” Bank Account 30,000

1,00,000 1,00,000

Dr. Partners’ Advances Account Cr

Date Particulars Ajoy Bijoy Date Particulars Ajoy Bijoy
28.2.19 To Bank Account 20,000 20,000 1.1.19 By Balance b/f 20,000 20,000

20,000 20,000 20,000 20,000

Dr. Bank Account Cr

Date Particulars Rs. Date Particulars Rs.

1.1.19 To Realisation Account 70,000 31.1.19 By Sundry Creditors 70,000
28.2.19 ” Realisation Account 1,00,000 28.2.19 By Sundry Creditors 30,000

,, Advances : Ajoy 20,000
Bijoy 20,000

” Capitals : Ajoy 15,000
Sujoy 15,000

1,00,000 1,00,000
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Dr. Partners’ Capitals Account Cr

Date Particulars Ajoy Bijoy Sujoy Date Particulars Ajoy Bijoy Sujoy

28.2.19 To Bank Account 15,000 — 15,000 1.1.19 By Balance b/f 65,000 50,000 40,000
31.3.19 „ Bank Account 44,000 44,000 22,000

„ „ Realisation
Account 6,000 6,000 3,000
(Loss on
Realisation)

65,000 50,000 40,000 65,000 50,000 40,000

4  A. B and C were in partnership sharing profits and losses in the proportion of
1/2, 1/3 and 1/6 respectively. The partnership firm was dissolved on 30.9.18 when the posieion
was as given below :

Liabilities Rs. Assets Rs.

Sundry Creditors 3,00,000 Cash in hand and at Bank 40,000
Capital Accounts Stock-in-Trade 1,60,000

A 2,00,000 Sundry Debtors 4,20,000
B 1,00,000
C 20,000

6,20,000 6,20,000

The partners desired that the net realisations should be distributed according to rules at the
end of each month. The realisation and expenses were as under :

Expenses (Rs.) Stock and Debtors

31.10.18 8,000 1,20,000

30.11.18 7,000 1,80,000

31.12.18 7,500  1,00,000

31.01.19 5,000  1,10,000

28.02.19 5,000  50,000

The stock was disposed of and Debtors were all realised.
Set out the Cash and Capital Accounts showing monthly distribution of cash realised

applying the “Maximum Loss” basis.
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Statement Showing Distribution of Cash
Capital

Particulars Sundry A B C
Creditors Rs. Rs. Rs.

Balance b/f 3,00,000 2,00,000 1,00,000 20,000
30.9.18 : Cash in hand and at Bank 40,000

Paid to Creditors 40,000 40,000
Balance Due 2,60,000 2,00,000 1 ,00,000 20,000

31.10.18 : Net Realisation
(Rs. 1,20,000 - 8000) 1,12,000

Paid to Creditors 1,12,000 1,12,000
1,48,000 2,00,000 1,00,000 20,000

30.11.18 : Net Realisation
(Rs. 1,80,000 – 7,000) 1,73,000
Paid to Creditors 1,48,000 1,48,000
Available Surplus 25,000

Maximum possible loss allocated in
the profit ratio of 3 : 2 : 1–

Capital Claim 3,20,000
Less : Available Surplus 25,000 1,47,500 98,333 49,167

2,95,000 52,500 1,667 (29,167)
C’s possible deficiency allocated in the
capital ratio 2 : 1 (19,445) (9,722) 29,167

33,055 (8,055) —
B’s possible deficiency transferred to A (8,055) (8,055) —
Distribution of Rs. 25,000 25,000
Balance., Due 1,75,000 1,00,000 20,000
31.12.18 :  Maximum possible loss
allocated in the profit ratio of 3 : 2 : 1

Capital Calim 2,95,000
Less : Net Realisation

(Rs. 1,00,000 - 7,500) 92,500
2,02,500 1,01,250 67,500 33,750

C’s possible deficiency allocated 73,750 32,500 (13,750)
in the Capital ratio of 2 : 1
Distribution of Rs. 92,500 (9,167) (4,589) (13,750)
Balance Due 64,583 27,917
31.1.19 :  Maximum possible loss 1,10,417 72,083 20,000
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allocated in the porfit ratio of 3 : 2 : 1
Capital Claim 2,02,500
Less : Net Realisation
(Rs. 1,20,000 - 5,000) 1,05,000
Distribution of Rs. 1,05,000  97,500 48,750 32,500 16,250
Balance Due 61,667 39,583 3,750
28.2.19 :  Maximum possible loss 48,750 32,500 16,250
allocated in the profit ratio of 3 : 2 : 1

Capital Claim 97,500
Less : New Realisation
(Rs. 50,000 - 5,000) 45,000 26,250 17,500 8,750

52,500
Distribution of Rs. 45,000 22,500 15,000 7,500
Loss on Realisation 26,250 17,500 8,750

Capital
Particulars Sundry A B C

Creditors Rs. Rs. Rs.

4 7

•
•
•

4 8

(MCQ Questions)
1.

48

50

58

60



NSOU  6CC-CO-06112

2. Garner vs Murray

3. Garner vs Murray

4.

(Secured creditors)
(Unsecured creditors)

(Debtors)

5.

12%
6%
4%

1.

2. Realisation Account 
3. (Goodwill)
4. (Revaluation Account)
5. Garner Vs Murray 
6. Garner Vs Murray 
7.
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8.

9. (Piecemeal Distribution) 
10. (Maximum Loss) 

1.
(Assets & Liabilities) 

2. Revaluation Account Realisation Account-

3. Garner vs Murray 

4.

5. (Surplus Capital Method) 

6. (Maximum Loss) 

7.

8.

9.

10.

11.

12.
13.

14. (i) (ii)
(iii) (iv)

(v)
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(1)

(2)

(1) 6

(2)

(3)

(1)

(2) 6

(3)

(1)

(2)

(3)

(1) 2

(2) 20

(3) 10

(1)

(2)

(1)

(2)

(1)

(2)

(3)
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(Practical Questions)
Partnership Accounts

1. Retirment Cum Admission
1. A, B and C are in partnership sharing profits and losses equally on 31st March, 2019.

The firms’ Balance Sheet was as follows :

Liabilities Rs. Assets Rs.
 Capital Accounts Sundry Assets 88,000

A 40,000 Cash 10,000
B 30,000
C 20,000

 Sundry Creditors 8,000
98,000 98,000

On that date C decided to retire. The value of goodwill (which does not appear in the
above Balance Sheet) was agreed to be Rs. 12,000. Sundry Assets were taken to have
increased in value by Rs. 24,000 on revaluation.

Draw up the re-adjusted Balance Sheet showing the amount due to C.
On C’s retirement D comes in as a partner. He pays no premium but brings Rs. 18,000

in cash as capital. Profits and losses now to be shared by A, B, and D in the ratio 3:3:2.
Draw up the Balance Sheet on D’s admission after restoring the Sundry Assets to their

original value and wiping out goodwill.

(Ans : After retirement : Balance Sheet total Rs. 1,34,000, C’s Loan Account
Rs. 32,000, Capital Accounts : A—Rs. 52,000, B—Rs. 42,000.

After D’s admission : Balance Sheet Total Rs. 1,16,000, C’s Loan Account Rs. 32,000,
Capital Accounts : A Rs. 38,500, B Rs. 28,500

2. A, B and C, all engineers, were equal partners in a consultancy firm. On 31st March,
2018. A retired due to old age and on the same day his son D, also an engineer, joined the
firm. The new profit sharing ratio was decided to be B-2/5 ths, C-2/5 ths., and D-l/5 ths.,

Their Balance Sheet as at 31st March. 2018 was as follows

Liabilities Rs. Assets Rs.
Capital Accounts Furniture 10,000

A 20,000 Books 5,000
B 20,000 Joint Life Policy 19,000
C 19,000 Cash at Bank 8,000

Outstanding Rent 3,000 Equipments 20,000
62,000 62,000



NSOU  6CC-CO-06116

You have been given the following information :

i) Upto 31.3.2099 fees receivable were taken into account on cash basis but on and
from 1.4.2019 it was decided to charge to accrual basis and on that day A was
credifea with Rs. 7,500 as his share of accrued fees, the other two partners were
also credited with their share in equal ratio.

ii) A was also credited with Rs. 15,000 as his share of goodwill. But it was decided
not to open Goodwill Account.

iii) On revaluation, the value of furniture increased by Rs. 3,000, books by Rs. 2,000 and
equipments by Rs. 7,000.

iv) A agreed to take over the joint life policy at its book value, v) D contributed in cash
the required amount as her share of Goodwill, vi) Two motor cars of B and C were
taken over by the firm at Rs. 30,000 and Rs. 25,000 respectively.

vii) The balance in A’s capital accouunt after all the adjustments should be treated as D’s
capital contribution. It was further decided that the capital account balance of B and
C showed be so adjusted as to make capital of all the three partners equal to profit
sharing ratio taking D’s capital as basis and for the purpose any deficiency should
be brought in cash or any surplus to be transferred to current account.

viii) During the year ending on 31.3.2099 fees amounting to Rs. 59,600 (net) were
deposited in bank after the following payments.

(a) Salaries Rs. 16,000, (b) Rent Rs. 13,000, (c) Miscellaneous Exp. Rs. 7,200,
(d) Drawings B — Rs. 6,000, C Rs. 4,000 and D Rs. 3,600.

ix) On 31.3.2099 fees accrued Rs. 14,000 and Rent was outstanding Rs. 1,000. (x)
Depreciation is to be charged on funiture, books, equipments and motor cars @ 10%
per annum.

You are asked to prepare :

i) Balance Sheet as on 1st April, 2019

ii) Profit and Loss Account for the year ended on 31st March, 2019

iii) Balance Sheet as on 31st March, 2019 and

iv) Partners Accounts

(Ans : Balance Sheet total as on 1.4.2018 Rs. 1,44,000, Net Profit for the year 2018-
19 Rs. 56,500. Balance Sheet total as on 31.3.2019 Rs. 1,84,900)
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3. A, B and C are partners in a firm sharing profits, and losses in the ratio of
3 : 2. Their Balance Sheet as on 31st March, 2019 was as under :

Liabilities Rs. Assets Rs.
Capital Accounts Fixed Assets at

A 40,000 Cost Rs. 60,000
B 20,000 Less. Depriciation Rs. 36,000 24,000

Reserve Loans from Investments at cost 16,000
D 30,000 (market value Rs. 40,000)
E 20,000 Net Current assets 60,000

  Capital C Account 30,000
1,30,000 1,30,000

On that day, C retired from business. A and B decided to admit D as a partner and E,
who was a minor, to the benefits of partnership. A, B. D and E are to share profits in the
ratio 3 : 3 : 2 : 2 . Losses if any are to be brone by A, B and D in the ratio of 3 : 2 : 2.

For the purpose of the above retirement and admission, it is decided that :
i) Goodwill of the firm is to be valued at Rs. 40,000. However, no account is to appear

for goodwill. Treatment for goodwill in relation to minor is to be deferred to the date
when he opts to be a partner on attaining majority, when the value of goodwill will
be deemed, for this purpose to remain unchanged at Rs. 40,000.

ii) C takes over Building (cost Rs. 20,000, written down value Rs. 7,000) for Rs. 15,000
and Investments (cost Rs. 2,000) at their market value of Rs. 1,000.

iii) The continuing partners take over the remaining assets at their book value, except
investments which are taken over at their market values.

iv) Loans are to be transferred to capital accounts.
v) The amount due to or from C is to be settled by cheque immediately.
vi) You are required to prepare.

(a) Revaluation Account, (b) The capital Accounts and (c) The Balance Sheet of
the firm after giving effect to all the above points of agreement.
(Ans. Profit on revaluation Rs. 32.000, Balance of Capital Accounts A Rs. 59,500,
B Rs. 28,000, D Rs. 20,000, E Rs. 20,000. Amount paid by C Rs. 11,500. Balance
Sheet total Rs. 1,27,500)

Dissolution of Partnership 
4. A, B and C were partners in a firm sharing profits and losses in the ratio of

5 : 3 : 2. Due to difference in opinion, they decided to dissolve the partnership with effect
from 1st April, 2019 on which date the firms position was as under ;
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Their Balance Sheet as at 1st April. 2019

Liabilities Rs. Rs. Assets Rs. Rs.

Capital Accounts : Plant & Machineries 80,000
A 60,000 Furniture & Fixtures 45,000

B 40,000 Motor Car 25,000
C 30,000 1,30,000 Stock-in-Trade 30,000

Current Accounts : Sundry Debtors 71,000
A 8,000 Cash at Bank 14,000
B 10,000 18,000 Capital Account-C 3,000

Sundry Creditors 1,20,000
2,68,000 2,68,000

The following information is given :

i) Plant costing Rs. 40,000 was taken over by A at an agreed valuation of Rs. 45,000
and the remaining machineries realised Rs. 50,000.

ii) Furniture and Fixtures realised Rs. 40,000.

iii) Motor Car was taken over by for Rs. 30,000.

iv) Sundry Debtors includes Bad debt for Rs. 1,200 and the rest portion, was realised
subject to a cash discount of 10%.

v) Stock worth Rs. 5,000 was taken over by C for Rs. 5,200 and the rest realised at
20% above their book value.

vi) A creditor for Rs. 2,000 was untraceable and other creditors accepted payments
allowing 15% discount, vii) Realisation expenses amounted to Rs. 5,000.

You are required to show the Realisation Account and the Capital Accounts of the
partners on dissolution showing final payments to them.

(Ans. Profit on Realisation Rs. 26,720, Final Payment to A-Rs. 36,360, B-Rs. 28,016,
C-Rs. 27,144)

5. P, Q and R carrying on business as merchants and sharing profits and losses in the
ratio of 2 : 2 : 1, dissolve their firm as on 31st March, 2019 on which date their Balance Sheet
was as follows :
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Liabilities Rs. Assets Rs.
Sundry Creditors 20,300 Cash at Bank 4,500
Reserve Fund 10,000 Stock 16,000
Joint life Policy Reserve 8,000 Debtors 10,000
Capital Account Less : Provision 500 9,500

P 15,000 Joint life Policy 11,000
Q 15,000 Premises 30,300
R 3,000 33,000

71,300 71,300

There is a bill for Rs. 1,000 under discount. The bill was received from Z. The assets
except cash at bank and joint life policy were sold to a company which paid Rs. 65,000 in
cash. The life policy was surrendered and Rs. 11,300 were received. Z proved insolvent and
a dividend of 50% was received from his estate. Sundry creditors were paid Rs. 19,500 in
full settlement. Realisation expenses amounted to Rs. 3,000.

Prepare Realisation Account, Cash Account and the partners Capital Accounts.
(Ans : Profit on realisation Rs. 6,500, Final Payment to P. Rs. 24,920, Q. Rs. 24,920 and

R. Rs. 7,960)
6. The following is the Balance sheet of A and B on 31st March. 2019

Liabilities Rs. Assets Rs.
Creditors 30,000 Cash in Hand 500
Bills Payable 8,000 Cash at Bank 8,000
Mrs. A’s Loan 5,000 Stock- in-Trade 5,000
Mrs. B’s Loan 10,000 Investment 10,000
Reserve Fund 11,000 Debtors 20,000
A’s Capital 10,000 Less : Provision 2,000 18,000
B’s Capital 10,000 Plants 20,000

Buildings 15,000
Goodwill 4,000
Profit & Loss Account 3,500

84,000 84,000

The firm was dissolved on 31st March, 2019 and the following was found.

i) A promised to pay of Mrs. A’s loan and took away stock-in-trade at Rs. 4,000.
ii) B took away half the investments at 10% discount.
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iii) Debtors realised Rs. 19,000.
iv) Creditors and Bills Payable were due on an average basis one month after 31st

March, 2019 but they were paid immediately on 31st March 2019 at 6% discount
per annum.

v) Plant realised Rs. 25,000, Building Rs. 40,000, Goodwill Rs. 6,000, and remaining
investments at Rs. 4,500.

vi) There was an old Type writer in the firm which had been written off completely
from the books. It is now estimated to realise Rs. 300. It was taken away by B at
the estimated price.

vii) Realisation expenses were Rs. 1,000.
You are required to prepare ledger accounts in the books of the firm.
(Ans. Profit on realisation Rs. 31,490, Final payment of A-Rs. 29,995 and
B-Rs. 24,195)

7. A, B and C were carrying on business in partnership sharing profits and losses in the
ratio 3 : 2 : 1 . They decided to dissolve the firm on 31st March, 2019, on which date their
Balance Sheet stood as follows :

Balance Sheet

Liabilities Rs. Assets Rs.
Creditors 94,000 Land & Buildings 1,14,000
A’s Loan A/c 20,000 Stock 1,00,000
A’s Current A/c 3,000 Debtors 1,00,000
Capital A/c Cash 6,000

A 1,80,000 Profit & Loss A/c 3,000
B 20,000 B’s Current A/c 4,000
C 20,000 C’s Current A/c 10,000

3,37,000 3,37,000

Land and Buildings were sold for Rs. 80,000, Stock and Debtors realised Rs. 60,000 and
Rs. 84,000 respectively. The Goodwill was sold for Rs. 1,200. The expenses of realisation
amounted to Rs. 2,400, C is insolvent and a final dividend of 50 paise in a rupee is received
from his estate in full settlement.

Prepare the necessary accounts closing the books of the firm applying the ruling given
in Garner vs Murray.

(Ans : Loss on Realisation Rs. 91,200. C’s deficiency Rs. 2,850 to be borne by A and
B in the ratio of 9 : 1. Final payment to A Rs. 1,78,935 and B Rs. 1,47,14).
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8. A, B and C are partner in a firm sharing profit and losses as 40%, 30% and 30%
respectively. They decide to dissolve the firm and appoint B to realise the assets and
distribute the proceeds B is to receive 5% of the amounts realised from stock and Debtors
as his remuneration and to bear all the expenses of realisation.
The following is the Balance Sheet of the firm as on the date of dissolution.

Liabilities Rs. Assets Rs.
Creditors 59,000 Cash at Bank 1,500
Capital A/cs : Debtors 45,500

A 30,000 Less : Reserve
B 20,000 for Bad debt 2,500 43,000

Stock 60,000
Capital A/c ‘C’ 4,500

1,09,000 1,09,000

B reports the result of realisation as follows :
Debtors realise Rs. 35,000, Stock realise Rs. 45,000, Goodwill is sold for Rs. 2,000,

Creditors are paid Rs. 57,500 in full settlement.
Outstanding Creditors Rs. 500 (not included in Creditors Account) have also been paid.

The expenses of realisation came to Rs. 600 which B met personally.
A and B agree to receive from C Rs. 3,000 in full settlement of the firm’s claim against

him.
Show Realisation Account, Cash Book and Capital Accounts (Apply Garner vs Murray)
(Ans : Loss on Realisation Rs. 24,000, C’s deficiency Rs. 8,700, Final payment to

A-Rs. 24,780, B-Rs. 20,520).
9. P, Q and R are partners sharing profits and losses as 5 : 3 : 2. The business is

dissolved on 31st March, 2019 when the Balance Sheet stands as below :

Liabilities Rs. Assets Rs.

Capital A/cs : Machinery 50,000
P 10,000 Car 10,000
Q 40,000 Stock 60,000
R 20,000 Debtors 45,000

Creditors 1,00,000 Cash at Bank 5,000
1,70,000 1,70,000

Machinery and Stock are sold for Rs. 25,000 and Rs. 18,000 respectively, Car is taken
by Q for Rs. 12,000 Debtors realise Rs. 20,000.
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Deficiency of any partner in Capital Account is to be met by other partners in profit
sharing ratio.

P is insolvent R can bring in Rs. 5,000 only.
Prepare the accounts in the books of the firm.
(Ans : Loss on Realisation Rs. 90,000, P’s deficiency Rs. 35,000, R’s deficiency Rs.

7,000, Q will bring in Rs. 27,000)
10. The Balance Sheet of A, B and C, who sharing profits and losses in the ratio of

2 : 2 : 1, was as follows on 31st March, 2019 the date of dissolution :
Balance Sheet of A. B and C as on 31st March 2019

Liabilities Rs. Assets Rs.
Sundry Creditors 1,20,000 Cash 1,000
Bank Loan 50,000 Stock 60,000
(with a charge of stock) Other Assets 1,09,000
Capitals A/cs Goodwill 30,000

A 30,000 Capital A/c ‘C’ 20,000
B 20,000

2,20,000 2,20,000

Stock realised Rs. 52,000 and other assets were sold for Rs. 90,000 expenses on
realisation amounted to Rs. 3,000.

Assuming that all the partners are insolvent, prepare the necessary ledger accounts to
close the books of the firm.

(Ans : Loss on Realisation Rs. 60,000, Deficiency of A-Rs. 60,000, B Rs. 4,000, C Rs.
32,000)

11. A, B and C are partners in ABC & Co. sharing profits and losses in the ratio of
2 : 2 : 1 respectively.

The Balance Sheet of ABC & Co. as at 31st March, 2019 is as follows :

Liabilities Rs. Assets Rs.

Capital A/cs Fixed Assets 2,00,000
A 1,46,000 Current Assets :
B 34,000 Stock 1,25,000
C 50,000 Debtors 1,25,000

C’s Loan A/c 25,000 Less : Provision
Mrs A’s Loan A/c 50,000 for Bad debt 25,000 1,00,000
Sundry Creditors 1,25,000 Cash 5,000

4,30,000 4,30,000
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The firm was dissolved on the date of Balance Sheet due to continued losses, After
preparing the Balance Sheet as on 31.3.2019, it was discovered that purchases amounting to
Rs. 20,000 in March, 2019 were not recorded in books, though the goods were received
during March, 2019.

Fixed Assets realised Rs. 1,00,000, Stock Rs. 1,05,000 and Debtors Rs. 1,02,500 Creditors
were paid after deduction of discount @ 2%. The expenses of realisation came to Rs. 5,400.
A agreed to take over the loan of Mrs. A. B is insolvent and his estate is unable to contribute
anything.

Prepare the relevant accounts to close the books of ABC & Co. applying the decision
of Garner vs Murray.

(Ans : Loss on Realisation Rs. 1,20,000, B’s deficiency Rs. 22,000 borne by A Rs. 16,500
and C Rs. 5,500. Find payment to A Rs. 1,71,500 and to C Rs. 40,500 (after making good
loss on realisation loss in cash).

Piecemeal distribution
12. The following is the Balance Sheet of M/s. A, B and C, a partnership firm as on

31.3.2019 :

Liabilities Rs. Assets Rs.

Sundry Creditors 10,000 Cash at Bank 1,000
Bills Payable  6,000 Sundry Debtors 42,000
Capitals A/cs Fixed Assets 30,000

A 31,000
B 20,000
C 6,000 .

73,000 73,000

The profits and losses are divided in the ratio 3 : 2 : 1. The firm was dissolved on
31st March, 2019 and the assets were gradually realised and distributed amongst the partners
on a piecemeal basis.

The following are the realisations made during April to June, 2019
April 2019 Rs. 20,000
May 2019 Rs. 21,000
June 2019 Rs. 40,000

Prepare a statement setting out the progressive distribution of cash among the partners. Show
also the cash amount and Partners Capital Accounts.

(Ans : Surplus Capital Basis : March 31 - Sundry Creditors Rs. 625 and Bills payable
Rs. 375, April 2019 - S. Creditors Rs. 9,375 and Bills payable Rs. 5,625, A Rs. 3,400 and
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B Rs. 1,600, May 2019-A Rs. 12,100, B-Rs. 8,067, C Rs. 833, June 2019 A-Rs. 20,000,
B Rs. 13,333, C Rs. 6,667. Profit on realisation A Rs. Rs. 4,500, B Rs. 3,000 and C Rs.
1,500.

Maximum Loss Basis : Payment to Partners : April 2019 A Rs. 3,379 and Rs. 1,621,
May 2019 a Rs. 2,121, Rs. 8,046 and C Rs. 833. March, 2019 A Rs. 20,000 B Rs. 13,333
and C Rs. 6,667)

13. A, B and C were partners sharing profits and losses in the proportion of 3:4:5. They
decided to dissolve the partnership firm on 31st March, 2019 and to realise the assets
gradually so that they might be sold at the best available price. They further agreed to
distribute the money as and when received without waiting for final realisation of all assets.

The following was the Balance Sheet as at 31st March, 2019

Liabilities Rs. Assets Rs.

Sundry Creditors 45,000 Sundry Assets 1,71,000
Loan A/cs

A 27,000
C 18,000

Capital A/cs
A 45,000
B 27,000
C 9,000

1,71,000 1,71,000

The following amounts were gradually realised from the assets :

1st Instalment Rs. 22,500 3rd Instalment Rs. 45,000

2nd Instalment Rs. 40,500 4th Instalment Rs. 7,200

Prepare a detailed statement showing the basis of distribution of each of these instalments
received although the final results were not yet known.

(Ans. Surplus Capital Basis : 1st Instalment : S. Creditors Rs. 22,500. 2nd Instalment
S. Creditors Rs. 22,500, A’s loan Rs. 10,800 and C’s loan Rs. 7,200, 3rd Instalment A’s loan
Rs. 16,200, C’s loan Rs. 10,800. A’s Capital Rs. 18,000, 4th Instalment A Rs. 6,943 and B
Rs. 257, Balance due A Rs. 20,057, B Rs. 26743 and C Rs. 9,000.
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Maximum Loss Basis : Payment towards Capital—3rd instalment A Rs. 18,000
4th instalment A Rs. 4,144 and B Rs. 3,056, Balance due A Rs. 22,850, B Rs. 23,944, and
C Rs. 9,000)

14. A, B and C were partners .in a firm sharing profits and losses in the ratio of
5 : 3 : 2. On March 31, 2019, their Balance Sheet was as follows :

Balance Sheet

Liabilities Rs. Assets Rs.

Sundry Creditors 40,000 Furniture 8,000

Loan A/cs : Stock 52,000

A 16,000 Debtors 64,000

B 12,000 Cash at Bank 4,000

Capital A/cs :

A 30,000

B 24,000

C 6,000

1,28,000 1,28,000

The firm was dissolved on 1st April, 2019. The assets realised were as follows :

Stock Debtors Furniture Expenses

April 30 12,000 10,000 3,000 1,000

June 30 12,000 10,000 — 1,600

July 31 16,000 30,000 4,000 3,000

August 31 10,000 4,000 — 1,000

Cash received was paid to the rightful claimants at the end of each month. Prepare a
statement showing the distribution of cash.
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(Ans : Surplus Capital Basis : On 31st March, S. Creditors Rs 4,000 on 30th
April : S. Creditors Rs. 24,000, on 30th June—S. Creditors Rs. 12,000 A’s Loan Rs. 4,800,
B’s Loan Rs. 3,600, on 31st July — A’s Loan Rs. 11,200 and B’s Loan Rs. 8,400, A’s Capital
Rs. 13,375, B’s Capital Rs. 14,025, 31st August : Capital A Rs. 6,825, B Rs. 4,095,
C Rs. 2,080.

Loss on realisation : A Rs. 9,800, B Rs. 5,880 and C Rs. 3,920.

Maximum Loss Basis : Payment towards capital on 31st July, A Rs. 13,411, B Rs.
13,989 on 31st August A Rs. 6,789, B Rs. 4,131, C Rs. 2,080)
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5 -III (Partnership
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5 2

5 2 1

5 2 2

5 2 3

(Revaluation)
(Profit & Loss Adjustment Account) (Nominal)

Revaluation Account 
Capital Account-

(Provision for Bad Debt) 

Goodwill) (Result) 
(Revaluation) Profit & Loss Adjustment

A/c-
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(Debit) (Credit)
(Amalgamated)

(Debit)
(Goodwill A/c- (Credit)

5 2 4

Debit)
Journal

5 2 5

1  The Balance Sheets of M/s. White & Red and M/s. Black & Blue as on
31st March, 2019 were as follows :

Balance Sheet as at 31.03.19

Liabilities White Black Assets White Black
& Red & Blue & Red & Blue

Capitals Land & Building 16,000 15,000
White 15,000 — Machinery 10,000 12,000
Red 15,000 — Furniture 6,000 8,000
Black — 15,000 Sundry Debtors 7,000 10,000
Blue — 15,000 Stock 12,000 15,000

Creditors 20,000 15,000 Cash and Bank 4,000 5,000
Loan — 12,000
Outstanding Exp. 5,000 8,000

55,000 65,000 55,000 65,000

The two firms decided to amalgamate and form into M/s. Green & Co. with effect from
April 1, 2019. Partners would share Profits and Losses equally between themselves as they
were doing prior to amalgamation and they agreed to the following revaluation to assets and
liabilities :
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Assets and Liabilities White & Red Black & Blue
Rs. Rs.

Land & building 18,000 20,000
Machinery 10,000 12,000
Furniture 5,000 7,000
Sundry Debtors 6,000 9,000
Stock 10,000 12,000
Outstanding Expenses 5,000 9,000

In addition to the above it was decided :
1) That the new firm would not take over the loan of M/s. Black & Blue.
2) That the Goodwill of M/s. White & Red and M/s. Black & Blue were valued at

Rs. 20,000 and Rs. 10,000 respectively in the first instant but for the purpose of
the Balance Sheet of the new firm, the combined Goodwill would be valued at
Rs. 26,000.

3) That the reconstructed capitals of partners should be Rs. 25,000 each, partners
introducing cash, if necessary.
You are required to Show :

i) The Revaluation Accounts of M/s. White & Red and M/s. Black & Blue and their
reconstructed Capital Accounts prior to and after amalgamation.

ii) The opening Balance Sheet of the new firm assuming that all arrangements have
been duly carried out.

Books of M/s. White & Red
Dr. Realisation Account Cr.

Particulars Rs. Particulars Rs.
To Furniture A/c 1,000 By Land & Building A/c 2,000
„ Provision for Doubtful ,, Capital A/c

Debts A/c 1,000 (Loss on Realisation
„ Stock A/c 2,000 transferred)

White : 1,000
Red : 1,000 2,000

4,000 4,000
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Dr. Capital Accounts Cr.

Particulars White Red Particulars White Red
To Revaluation A/c 1,000 1,000 By Balance b/d 15,000 15,000

(Loss of realisation) ,, Goodwill A/c 10,000 10,000
,, M/s. Gree & Co. 24,000 24,000

(Balance transferred
to the new firm)

25,000 25,000 25,000 25,000

Books of M/s. Black & Blue
Dr. Revaluation Account Cr.

Particulars Rs. Particulars Rs.
To Furniture A/c 1,000 By Land & Building A/c 5,000
„ Provision for Doubtful ,, Capital A/c

Debts A/c 1,000 (Loss on Realisation
,, Stock A/c 3,000 transferred)
„ Outstanding Exp. A/c 1,000 Black : 500

Blue : 500 1,000
6,000 6,000

Dr. Capital Accounts Cr.

Particulars Black Blue Particulars Black Blue.

To Revaluation A/c 500 500 By Balance b/d 15,000 15,000
(Loss of realisation) „ Goodwill A/c 5,000 5,000

„ M/s. Gree & Co. ,, Loan A/c 6,000 6,000
(Balance transferred
to the new firm) 25,500 25,500

26,000 26,000 26,000 26,000
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Books of M/s. Green & Co.

Dr. Capital Accounts Cr.

Particulars White Red Black Blue Particulars White Red Black Blue
To Goodwill A/c 1,000 1,000 1,000 1,000 By Sundry

(Brought Net Assets A/c 24,000 24,000 25,500 25,500
down to
new value)

To Balance c/d 25,000 25,000 25,000 25,000 By Cash A/c 2,000 2,000 500 500
(Closing (Blancing
balance as figure)
required)

26,000 26,000 26,000 26,000 26,000 26,000 26,000 26,000

M/s. Green & Co.
Balance Sheet as at 1.4.19

Liabilities Rs. Assets Rs.
Capital : Goodwill 26,000

White 25,000 Land & Building 38,000
Red 25,000 Machinery 22,000
Black 25,000 Furniture 12,000
Blue 25,000 Stock 22,000

Creditors 35,000 Sundry Debtors 17,000
Outstanding Exp. 14,000 Less Prov. for

Bad Debts 2,000 15,000
Cash & Bank Balance 14,000

1,49,000 1,49,000

5.3

(Limited Liability Company)
(Public Limited) (Private Limited)

(Purchase of a business)
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5 3 1

(Purchase Consideration)

(Goodwill)

(Lump Sum Purchase Consideration) (Net Tangible Asset)

(Net Tangible Asset) 2,60,000

30,000 (2,60,000 -30,000) 2,30,000 2,30,000

2,50,000 (2,50,000-2,30,000)

(Goodwill)

(Purchased Net Tangible Asset) 

(Capital Profit) (Capital Reserve)

(Goodwill) (Capital Reserve)

5 3 2

(Debenture)

Fully paid) (Party paid) (at

par) (At-a permium) (At

a discount) (At per) (at a premium) (at

a discount) 

5 3 3

(Business Purchase Account)

Goodwill) 

(Capital Reserve)

(Vendors A/c)

(Share Capital), (Debenture) (Share Premium

A/c),
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5 3 4

1. Realisation A/c
(Debtors A/

c) (Reserve for Bad Debts)
(Reserve for Bad Debt),

Provision for Depreciation Realisation Account

2. (Creditors) Realisation Account-

3. (Purchase Consideration) Realisation
Account- 

4. (Dissolution) Realisation Account- 

5. (Creditors, Outstanding Expenses) Realisation Account- 

6. (Debtors) (Realisation
A/c) 

7. Realisation
Account 

8. Realisation
Account 

9. Realisation Account- (Balance) (Capital
A/c) 

10.

11.

(Debenture) (Debenture),
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12. (Balance) 

(Close) 

5 3 5

1 A, B and C are equal partners of M/s. ABC & Co. The Balance Sheet of
the firm as on 31 st December, 2018 was as follows :

Balance Sheet as at 31.12.2018

Liabilities Rs. Assets Rs.

A’s Account 5,00,000 Land 5,00,000
B’s Account 10,00,000 Plant & Machinery 20,00,000
Loan from Banks 50,00,000 Buildings 7,00,000

Stocks 30,00,000
Creditors 10,00,000 Debtors 10,00,000

C’s Capital Account 3,00,00

75,00,000 75,00,000

On that date, it is decided to convert the partnership into a limited company on the
following terms :

i) Land to be valued at Rs. 15,00,000

ii) Plant and Machinery to be valued at Rs. 25,00,000

iii) Depreciation amounting to Rs. 2,00,000 to be written off Buildings.

iv) A provision of 10% of book value to be made for absolute stocks.

v) A Reserve for Doubtful Debts to be made at 10% of the Debtors.

vi) A discount of 6% would be earned on creditors when paid out.

vii) The new company will issue 12,000 equity shares of Rs. 100 each credited as fully
paid up, such share capital being valued at Rs. 15,00,000 and the balance payable is
to be discharged by issue of 8% Debenture certificates of Rs. 1,000 each.

Show the ledger accounts to close the books of ABC & Co. and show the opening
balance sheet of the new company, You may assume that (i) all partners are solvent
and have sufficient cash resources as may be necessary for purposes of setting
accounts and (ii) shares and cash are divided equally among the partners.



NSOU  6CC-CO-06136

M/s, ABC & Co.
Dr. Realisation Account Cr.

Particulars Rs. Particulars Rs.
To Land 5,00,000 By Creditors 10,00,000
„ Plant 20,00,000 ,, Loan from Banks 50,00,000
,, Buildings 7,00,000 ,, Limited Company 21,60,000
„ Stocks 30,00,000 (Purchasing Co.)
„ Debtors 10,00,000 (Note 1)
„ Partners’ Capital A/c

(Profit on Realisation
transferred)
A Rs. 3,20,000
B Rs. 3,20,000
C Rs. 3,20,000 9,60,000

81,60,000 8 l,60,000

Dr. Limited Company (Purchasing Co.) Account Cr.

Particulars Rs. Particulars Rs.
To Realisation Account 21,60,000 By Shares in Limited Co. 15,00,000

,, 8% Debenture
in Limited Co. 6,60,000

21,60,000 21,60,000

Dr. Shares in Limited Company Account Cr.

Particulars Rs. Particulars Rs.
To Limited Company By A’s Capital Account 5,00,000

Account 15,00,000 ,, B’s Capital Account 5,00,000
,, C’s Capital Account 5,00,000

15,00,000 15,00,000

Dr. 8% Debentures in Limited Company Account Cr.

Particulars Rs. Particulars Rs.
To Limited Company By A’s Capital Account 80,000

Account 6,60,000 ,, B’s Capital Account 5,80,000
6,60,000 6,60,000
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Dr. Cash Account Cr.

Particulars Rs. Particulars Rs.
To C’s Capital Account 7,20,000 By A’s Capital Account 2,40,000

,, B’s Capital Account 2,40,000
„ C’s Capital Account 2,40,000

7,20,000 7,20,000

Dr. Partners’ Capital Accounts Cr.

Particulars A B C Particulars A B C
To Balance b/d — — 3,00,000 By Balance b/d 5,00,000 10,00,000 —

„ Shares in Limited „ Realisation A/c
Company Account 5,00,000 5,00,000 5,00,000 (Profit) 3,20,000 3,20,000 3,20,000

„ Cash A/c (Note 2) 2,40,000 2,40,000 2,40,000 „ Cash A/c — — 7,20,000
„ 8% Debentures in

Limited Co. A/c
(Balancing figure) 80,000 5,80,000 —

8,20,000 13,20,000 10,40,000 8,20,000 13,20,000 10,40,000
Balance Sheet of Purchasing Company as at 1st January 2019

Liabilities Rs. Rs. Assets Rs. Rs.
Share Capital Fixed Assets
12000 equity shares Land 15,00,000
of Rs. 100 each fully Buildings 5,00,000
paid up (The above Plant & Machinery 25,00,000
shares are issued for Current Assets
purchase of business) 12,00,000 Stock 27,00,000
Reserve & Surplus Debtors 10,00,000
Share Premium 3,00,000 Less : Provision
Account (on 12000 for Doubtful Debts 1,00,000 9,00,000
shares @ Rs. 25
per share)
Second Loans
8% Debentures . 6,60,000
Unsecured Loans
Bank Loans 50,00,000
Current Liabilities
Creditors 10,00,000
Less : Provision
for Discont 60,000 9,40,000

81,00,000 81,00,000



NSOU  6CC-CO-06138

Working Notes :
1) Calculation of Purchase consideration

Value of Assets taken onver : Rs. Rs.
Land 15,00,000
Plant & Machinery 25,00,000
Buildings 7,00,000
Less : Depreciation 2,00,000 5,00,000
Stock 30,00,000
Less : 10% Provision for absolute stock 3,00,000 27,00,000
Debtors 10,00,000
Less : Provision for Doubtful Debts 1,00,000 9,00,000

Less : Liabilities taken over :
Creditors 10,00,000
Less : 6% Reserve for Discount 60,000

9,40,000
Bank Loan 50,00,000 59,40,000
Purchase consideration payable by the
Purchasing Company 21,60,000
Purchased consideration is to be settled by :
i) Issue of 12,000 equity shares of Rs. 100 each

@ Rs. 125 per share Rs. 15,00,000
ii) Issue of 660 Debentures of Rs. 1000 each

(balancing figure) Rs. 6,60,000
Rs. 21,60,000

2) Calculation of the amount of cash to be distributed
equally among all partners. Rs, Rs.
A’s claim :
A’s credit balance after profit on realisation 8,20,000
Less : Shares taken over 5,00,000 3,20,000
B’s Claim :
B’s credit balance after profit on realisation 13,20,000
Less : Shares taken over 5,00,000

8,20,000
11,40,000

Less : Debentures to be distributed only
between A and B because their
accounts show credit balances 6,60,000

Amount to be received in cash equally by
A and B 4,80,000
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3) Calculation of the amount of cash to be
brought by C. Rs. Rs.
Amount due to C :

C’s credit balance, i.e. 3,20,000
(Profit on realisation)

Less : Debit balance 3,00,000
Shares taken over 5,00,000 8,00,000

4,80,000

C is to bring Rs. 4,80,000 which will be distributed between A and B equally. But as per
question each partner will set equal amount of cash. Hence, C brings Rs. 7,20,000 which will
be distributed amongst the partners equally.

5 4

5 5

(MCQ Questions)

1.

2.
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3. (Revaluation A/c)

4. Revaluation A/c

Capital Account
Current Account
Expenses Account
Asset Account

5.

1.

2.

3.

4.

1.

2.
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 Amalgamation of firms 

15. Following were the Balance Sheets of two partnership firms as on 31st March, 2019

Liabilities AB & Co XY & Co. Assets AB & Co XY & Co.

Capital A/cs : Fixed Assets 61,000 33,000

A 50,000 Stock 18,000 13,000

B 30,000 Sundry Debtors 20,000 12,000

X 25,000 Cash at Bank 11,000 10,000

Y 15,000

Loan A/cs :

B 5,000

X 8,000

Sundry

Creditors 25,000 20,000

1,10,000 68,000 1,10,000 68,000

These two firms decided to amalgamate and form a new firm ABXY & Co. from 1st
April, 2019. For the purpose it was agreed that :

i) Loan from partners should be repaid by the old firms out of their bank balance.

ii) Remaining assets and liabilities should be taken over by the new firm.

iii) Goodwill of AB & Co and that of XY & Co. should be fixed at Rs. 10,000 and
Rs. 8,000 respectively.

iv) Fixed Assets of AB & Co. and stock of XY & Co. should be revalued at
Rs. 60,000 and Rs. 15,000 respectively.

v) In case of AB & Co., provision of 10% should be made for bad and doubtful debts.

vi) Profit sharing ratio of respective partners in the new firm should be as follows :
A : B : X : Y = 4 : 3 : 2 : 1

vii) Goodwill Account shold be written off in the books of the new firm.

On the basis of the above particulars you are required to show necessary journal entries
in the books of the new firm and the starting Balance Sheet of that firm.

(Ans : Balance Sheet total Rs. 1,64,000, Balance of Capital Accounts A Rs. 46,300,
B Rs. 28,100, C Rs. 26,400 and Y Rs. 18,200)
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16. A and B are partners sharing profits and losses equally in a business similar to that
carried on by C. In order to avoid competition, they decided to amalgamate the two business
as by taking over the assets and liabilities of C and admitting him into partnership with them
as from 1st April, 2019 The Balance Sheet as at 31st March, 2019 of each business were
as follows :

Balanee Sheet of A and B

Liabilities Rs. Assets Rs.

Sundry Creditors 15,000 Debtors 35,000

Bank Overdraft  5,000 Less : Reserve

Capital A/cs : for Bad Debt 1,500 33,500

A 20,000 Stock 21,200

B 15,000 Cash in hand  300

55,000 55,000

Balance Sheet of C

Liabilities Rs. Assets Rs.

Sundry Creditors 37,500 Cash in Hand 700

Bills Payable 3,000 Sundry Debtors 25,000

Bank Overdraft 32,000 Stock 26,300

Loan 10,500 Investment 27,000

C’s Capital A/c 4,000

83,000 83,000

The new partnership is to be carried on as A, B and C and it was agreed among all the
partners that the book debts of both the business should be provided with bad debt reserve
at 10% and the stock is to be reduced by 5% for the purpose of amalgamation and that the
investments of C should be valued at Rs. 35,000 and that C was to be credied with a sum
of Rs. 5,000 for goodwill. It was further agreed that in order to raise the total capital of the
firm to Rs. 60,000, each partner shall introduce such sum as would make his capital in the
new business equal to one-third of the total capital.

Give journal entries in the books of the new firm and show the Amalgamated Balance
Sheet as at 1st April, 2019

(Ans : Balance Sheet total Rs. 1,63,000, Cash in hand Rs. 23,875)
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17. A and B are partners of AB & Co. sharing profits and losses in the ratio of 3 : 1
and B and C are partners of BC & Co sharing profits and losses in the ratio of 2 : 1.

On 31st March, 2019, they decided to amalgamate and form a new firm ABC & Co.
Wherein A, B and C would be partners sharing profits and losses in the ratio of 3 : 2 : 1.

The Balance Sheet of two firms on the above date were as under :

Liabilities AB & Co. XY & Co. Assets AB & Co. XY & Co.

Capital A/cs Fixed Assets
A 4,80,000 Building 1,00,000
B 3,20,000 4,00,000 Machindery 3,00,000 3,20,000
C 2,00,000 Furniture 40.000 12,000

Reserve 1,00,000 3,00,000 Current Assets :
Creditors 2,40,000 2,32,000 Stock 2,40,000 2,80.000
Due to AB & Co. — 2,00,000 Debtors 3,20,000 4,00,000
Bank Loan 1,60,000 — Cash at Bank 60,000 1,80,000

Cash at Hand 40,000 20,000
Due from
BC & Co. 2,00,000
Advances — 1,20,000

13,00,000 13,32,000 13,00,000 13,32,000

The amalgamated firm took over the businesses on the following terms :

i) Building of AB & Co. was valued at Rs. 2,00,000.

ii) Machinery of AB & Co. was valued at Rs. 4,50,000 and that of BC& Co at
Rs. 4,00,000.

iii) Goodwill of AB & Co. was valued at Rs. 1,00,000 and that of BC & Co. at
Rs. 82,000 but no goodwill account was to appear in the books of ABC & Co.

iv) Partners of the new firm will bring necessary cash to pay other partners to adjust
their capital according to the profit sharing ratio. Show journal entries in the books
of ABC & Co. and prepare the Balance Sheet as on 31st March, 2019.

(Ans : Cash brought in by A Rs. 3,38,500 and C Rs. 31,333. Cash paid to B Rs. 3,69,833.
Balance of Capital accounts : A Rs. 10,65,000, B Rs. 7,10,000 and C Rs. 3,55,000. Balance
Sheet total Rs. 27,62,000)
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V. Conversion into Limited Company 
18. A, B and C are equal partners of M/s. ABC & Co. The Balance Sheet of the firm

as on 31st March, 2019. was as follows :

Liabilities Rs. Assets Rs.

Capital A/cs. : Fixed Assets :
A 50,000 Land 50,000
B 1,00,000 Building 70,000

Loan from Bank 5,00,000 Plant 2,00,000
Creditors 1,00,000 Current Assets :

Stock 3,00,000
Debtors 1,00,000

Captial A/cs :
C 30,000

7,50,000 7,50,000

On that date, it is decided to convert the partnership into limited company on the
following terms :

i) Land to be revalued at Rs. 1,50,000.

ii) Plant and Machinery to be revalued at Rs. 2,50,000.

iii) Depreciation amounting to Rs. 20,000 to be written off buildings.

iv) A provision of 10% of book value to be made for absolute stock.

v) A provision for doubtful “debts to be made at 10% of the debtors–

vi) A discount of 6% would be earned on creditors when paid out.

viii) The new company will issue 12,000 Equity Shares of Rs. 10 each credited as fully
paid up, such share capital being valued at Rs. 1,50,000 and the balance payable is
to be discharged by issue of 10% Debentures of Rs. 100 each.

Show the necessary Ledger Accounts to close the books of M/s. ABC & Co. and show
the Opening Balance Sheet of the new Company. All partners are solvent and have sufficient
cash resources as may be necessary to settle their respective accounts, shares and debentures
are divided equally among the partners.

(Ans : Purchase consideration Rs. 2,16,000 (to be settled Rs. 1,50,000 in shares
Rs. 30,000 thereof being Premium, and Rs. 66,000 in Debentures)
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Profit on realisation Rs. 96,000. Final settlement in cash : C to bring in Rs. 70,000,
A to be paid Rs. 10,000 and B Rs. 60,000. Balance Sheet total of the company Rs. 8,10,000)

19. X and Y sharing profits and losses equally wanted to convert their partnership into
a limited company. Their Balance Sheets on 31st March, 2019 was as under :

Liabilities Rs. Assets Rs.

Sundry Creditors 27,000 Sundry Debtors 50,000

Loan Creditors 25,000 Bills Receivable 7,000

Bank Overdraft 10,000 Stock-in-Trade 20,000

Reserve Fund 15,000 Patents 5,000

X’s Capital 25,000 Plant & Machinery 10,000

Y’s Capital 25,000 Land & Building 35,000

1,27,000 1,27,000

i) The goodwill of the firm was to be valued on the basis of twice the average profits
calculated on the previous years profits which were in 2016-17 Rs. 20,000, in
2017-18 Rs. 23,000 and in 2018-19 Rs. 26,000 after setting aside Rs. 5,000 to
Reserve Fund each year,

ii) The Land and Building and Plant and Machinery were taken over at a revaluation
of Rs. 75,000 and Rs. 15,000 respectivelyl.

iii) 5% Debentures of Rs. 1,00,000 were issued for cash at a discount of 5%.

iv) Partners were issued 15,000 equity shares of Rs. 10 each towards purchase
consideration and paid cash for the balance.

v) The purchasing company immediately pays off sundry creditors and bank overdraft
and issues 6% Preference Shares of Rs. 100 each to loan creditors for Rs. 25,000.

You are required to give :

a) The statement showing how the purchase consideration was arrived at.

b) The opening Balance Sheet of the company assuming that all transations are duly
completed.

c) The Realisation Account and the Capital Accounts of the partners.

(Ans : Purchase consideration Rs. 1,66,000, Balance Sheet total of the company
Rs. 2,75,000. Profit on Realisation Rs. 1,01,000. Final payment to each partner
Rs. 8,000 in cash and Rs. 75,000 in shares)
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20. A and B had been carrying on business independently. They agreed to amalgamate
and form a new company AB & Co. Ltd with an authorised share capital of Rs. 2,00,000
divided into 40,000 Equity Shares of Rs. 5. each.

On 31st March, 2019, the respective Balance of A and B were are follows :
A (Rs.) B (Rs.)

Fixed Assets 3,17,500 1,82,500
Current Assets 1,63,500 83,875

4,81,000 2,66,375
Less : Current Liabilities 2,98,500 90,125
Representing Capital 1,82,500 1,76,250

Additional Information :
i) Revalued figures of Fixed and Current assets were as follows :

A (Rs.) B (Rs.)
Fixed Assets 3,55,000 1,95,000
Current Assets 1,49,750 78,875

ii) The Debtors and Creditors include Rs. 21,675 owed by A to B. iii) The purchase
consideration is satisfied by issue of the following shares and debentures :

3,000 Equity shares of AB & Co. Ltd to A and B in the proportion to the
profitability of their respective business based on the average net profit during the
last three years which were as follows :

A (Rs.) B (Rs.)
2016-17 (Profit) 2,2,4788 1,36,950
2017-18 (Loss/Profit) (1,250) 1,71,050
2018-19 (Profit) 1,88,962 1,79,500

iv) 15% Debentures in AB & Co. Ltd at par to provide an income equivalent to 8%
return on capital employed in their respective business as on 31st March, 2019 after
revaluation of assets.
You are required to (a) Compute the amount of Debentures and shares to be issued
to A and B (b) a Balance Sheet of AB & Co. Ltd. showing the position immediately
after amalgamation.

(Ans : Balance Sheet total Rs. 7,56,950, Shares issued to A-l 3,750 shares of Rs. 5 each
= Rs. 68,750, Shares issued to B-16,250 shares of Rs. 5 each = Rs 81,250.

Debentrues issued to A Rs. 1,10,000 and to B Rs. 98,000. Capital Reserve on conversion
in the books of the Company Rs. 32,000 (Capital reserve for business of A Rs. 49,175 and
Goodwill for business of Rs. 17,175, resulting in net capitral reserve of Rs. 32,000).
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6  (Accounting for
Inland Branch)

6.0

6.1

6.2

6.3

6.4

6.5

6.6

6.0

6.1

6.2

(Inland Branch)
(Foreign Branch),

(Dependent Branch) (Independent Branch),

(Branch not maintaining books under double entry system)
(Branch maintaining books under double entry system)

(Goods
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received at cost price) (Goods received at selling price
or invoice price)

6.3

(Memorandum Books)

(Loaded price or Invoice Price)

[Synthetic Method]

[Analytical Method]

[Synthetic Method]
Branch Account Branch

Account (Single Entry System) 
(Opening balance of goods,

Petty cash and Debtors)
(Profit and Loss Account)

Branch Account
(Condensation)

Branch Account- Debit

(Opening balance of stock Debtors
and petty cash)
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(Goods sent to branch)

Petty cash paid to branch)

( (Cash sent to Branch for
expenses)

Branch Account- Credit 

(Cash sales)

(Collection from debtors)

(Return)

(Closing balance of goods, petty cash
and debtors)

Branch Account Debit Credit

Branch Account-
Credit Sales

Returns, Bad debts, Discount Branch Account

1. Dasgupta Brothers-
Rs.

Goods sent to Branch at cost 1,42,000
Goods returned by Branch 4,000
Cash sales 79,000
Credit sales 2,02,000
Cash received from Debtors 1,89,500
Branch expenses paid by Head office :

Rent Rs. 10.000
Salaries Rs. 30,000 40,000

Cash sent to Branch for petty cash 5,000
Other balance :

1st Jan. 2018 1st Jan. 2019
Rs. Rs.

Petty cash at Branch 100 150
Branch Debtors 23,500 44,500
Branch Stock 44,500 27,000
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Books of Dasgupta Brothers
Patna Branch A/c.

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Jan.l To Balance b/d : By Goods sent

Stock 44.500 to Branch A/c 4,000
Debtors 23,500 By Bank remittance
Pctty Cash 100 —Cash Sale 79,000

68,100 — Collection from
To Goods Sent to Debtors 1,89,500

Branch a/c 1,42,000 2,68,500
To Bank : Remittance By Balance c/d

for Salaries 30,000 Stock 27,000
Rent 10,000 Debtors 36,000
Petty Cash 5,000 45,000 Petty Cash 150

To Profit & Loss A/c 80,550 63,150
—Branch Profit
transferred 3,35,650 3,35,650

Goods sent to Branch A/c.
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018

To Patna Branch a/c 4,000 By Patna Branch a/c 1,42,000
To Trading A/c 1,38,000

—Transfer
1,42,000 1,42,000



NSOU  6CC-CO-06 151

Working :
Memorandum Debtors A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
1.1.18 To Balance b/d 23,500 By Cash a/c 1,89.500

To Sales 2,02,000

31.12.18 By Balance c/d 36,000
2,25,500 (Balancing figure) 2,25,500

[Goods invoiced at selling price or invoice orice]

Branch Account- Opening
Stock, Goods Sent to Branch, Returns Closing Stock

(for opening stock) : Stock Reserve A/c Dr.
To Branch A/c

(for goods sent) : Goods sent to Branch A/c Dr.
To Branch A/c

(for returns) : Branch A/c Dr.
To Goods sent to Branch A/c

(for closing stock) : Branch A/c Dr.
To Stock Reserve A/c

2. Suman Musicals 25%

Rs. Rs.

Stock at invoice price (1.1.2018) 11,000 Allowances to customers 250
Debtors (1.1.2019) 1,700 Cheques sent to Branch :
Petty cash (1.1.2018) 100 Rent 600
Cash sales 2,650 Wages 200
Goods sent to Branch 20,000 Salaries 900 1,700
Collection on ledger accounts 21,000 Stock (31.12.2018) 13,000
Goods returned to Head Office 400 Debtors (31.12.18) 2,000
Bad debts 300 Petty cash (31.12.2018) 1,000

( ) Jhargram Branch A/c ( ) Jhargram Branch Trading A/c.
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Books of Suman Musicals
Jhargram Branch A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.

2018 To Balance b/d Jan By Stock Reserve a/c :

Jan.l Stock 11,000 loan on opening stock

Debtors 1,700  11,000 1
5 2,200

Petty cash 100 12,800 By Goods sent to Branch

To Goods sent to A/c : Load on goods sent

Branch a/c 20,000  20,000 1
5 4,000

To goods sent to By Goods sent to Branch

Branch a/c : Load A/c : Returns 400

on Returns 400 1
5 80 By Bank : Remittance for :

Cash sale 2,650

Collection

from Debtors 21,000 23,650

To Bank :

Rent 600
Wages 200

Salaries 900 1,700 Dec. By Banahce c/d :

To Stock Reserve 31 Stock 13,000

a/c : load on Debtors 2,000

closing stock 13000 1
5 2,600 Petty cash 100 15,100

To Profit & Loss A/c :

—Branch Profit 8,170

45,350 45,350

 25% = 25 1
125 5
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Jhargram Branch Trading A/c
for the year ended 31.12.2018

Dr. Cr.

Particulars J.F. Amount Particulars J.F. Amount

Rs. Rs.
To Opening Stock (cost) 8,800 By Salses :

Cash sales 2,650
Credit sales 21,850 24,500

To Goods sent to
Branch (Cost) 16,000 By Closing stock
Less : Returns 320 (Cost) 10,400

15,680
To Gross Profit c/d 10,420

34,900 34,900
To Rent 600 By Gross Profit b/d 10,420
To Wages 200
To Salaries 900
To Bad debts 300
To Allowances 250
To Net Profit 8,170

10,420 10,420

Workings :

Memorandum Debtors A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
Jan.l To Balance b/d 1,700 Jan 1 By Cash 21,000

By Bad debts 300
To Credit sales By Allowances 250

(balancing figure) 21,850 Dec.31 By Balance c/d 2,000

23,550 23,550
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[Analytical Method] :

(Stock and Debtors System) (Branch
Account)

(Branch Stock Account) 

(Branch Debtors Account) 

(Goods sent to Branch Account) 

(Branch Cash Account)

(Branch Expenses Account)

(Branch Profit and Loss Account)

(Journal Entries) :

:  Branch Stock A/c Dr.

To Goods Sent to Branch A/c

:  Branch Expenses A/c Dr.

To Branch Cash A/c

:  Branch Stock A/c Dr.

To Branch Cash A/c

:  Branch Cash A/c Dr.

To Branch Stock A/c

:  Branch Debtors A/c Dr.

To Branch Stock A/c

:  Branch Cash A/c Dr.

To Branch Debtors A/c

:  Branch Expenses A/c Dr.

To Branch Debtors A/c
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(Determination of Gross Profit and Net profit) : 

(Branch Stock Account)
credit debit

(Branch Profit and Loss)

(Branch Expenses Account)

(Net Profit) (Net Loss)
(General Profit and Loss Account)

3. A Ltd. Subarnarekha Branch Branch
Stock Account. Branch Debtors Account, Branch Expenses Account Branch Profit and
Loss Account

Rs.

Goods sent to Branch 25,400

Goods returned by Branch    350

Cash sales 16,500

Credit sales 30,000

Allowances to customers   150

General Trade Charges   650

Returns from customers   300

Bad debts    300

Discount allowed to customers  1,200

Cash received on Ledger Accounts 24,600

Rent and Rates    900

Wages and Salaries   3,000

Debtors— Opening 13,000

Closing 16,550

Stock— Opening  7,500

Closing  6,950
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Books of A Ltd.
Subarnarekha Branch Stock A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
To Balance b/d 7,500 By Goods sent to

Branch a/c 350
To Goods sent to

Branch a/c 25,400 By Branch Cash a/c 16,500
To Branch Debtors a/c (Cash Sales)

(Return from
customers) 300 By Branch Debtors a/c 30,000

To Branch Gross Profit (Credit Sales)
—transferred
to Branch PL. a/c 20,600 By Balance c/d 6,950

53,800 53,800

Subarnarekha Branch Debtors A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
To Balance b/d 13,100 By Branch Stock a/c 300
To Branch Stock a/c 30,000 By Branch cash a/c 24,600

By Branch Profit and
Loss a/c :
Allowances 150
Bad debts 300
Discount 1,200 1,650

By Balance c/d 16,550
43,100 43,100
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Subarnarekha Branch Expenses A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
To Branch cash a/c By Branch Profit

General Trade and Loss a/c 4,550
Charges 650
Rent and Rates 900

Wages & Salaries 3,000
4,550
4,550 4,550

Subarnarekha Branch Profit and Loss A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
To Branch Debtors a/c 1,650 By Branch Stock a/c :
To Branch Expenses a/c 4,550 —Gross Profit 20,600
To General Profit and

Loss a/c :
—Branch Net Profit 14,400

20,600 20,600

(Goods invoiced at selling price or loaded
price) :

(Branch Stock Adjustment Account)

:  Branch Stock Reserve A/c Dr.

To Branch Stock Adjustment A/c
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:  Goods sent to Branch A/c Dr.

To Branch Stock Adjustment A/c

:  Branch Stock Adjustment A/c Dr.

To Branch Stock Reserve A/c

:  Branch Stock Adjustment A/c Dr.

To Branch Stock Reserve A/c

:  Branch Stock Adjustment A/c Dr.

To Branch Stock A/c

(Apparent Profit
or Loss)

(Stock
Deficiency Account)

:  Branch Stock A/c Dr.

To Stock Discrepancy A/c

:  Stock Discrepancy A/c Dr.

To Branch Stock A/c

:  Stock Discrepancy A/c Dr.

To Branch Stock Adjustment A/c

:  Branch Stock Adjustment A/c Dr.

To Stock Discrepancy A/c
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4. Ajanta Corporation 25%

Rs.
Branch Stock at Invoice price (1.1.18) 25,000
Branch Debtors (1.1.18) 15,000
Goods sent to Branch at Invoice Price 1,50,000
Cash sales at Branch 1,25,000
Credit sales at Branch 35,000
Goods returned by Branch 2,500
Goods returned to Customers  750
Discount allowed by Custmers 1,500
Bad debts written-off 1,000
Expenses at Branch 16,000
Collection from Customers 40,000
Branch Stock at Invoice Price (31.12.18) 15,000

(Stock and Debtors System)
Books of Ajanta Corporation

Calcutta Branch Stock A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Jan.1 To Balanced b/d 25,000 Jan. By Goods sent to

To Good sent to Branch a/c (Returns) 2,500
Branch a/c 1,50,000 “ By Calcutta Branch

To Branch Debtors cash a/c (cash sales) 1,25,000
a/c (Returns) 750 By Branch Debtors a/c

(Credit sales) 35,000
To Branch Stock

Adjustment a/c 1,750
(apparent profit
transferred) Dec.31 By Balance c/d 15,000

1,77,500 1,77,500
2019
Jan.l To Balance b/d 15,000
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Calcutta Branch Debtors A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

2018 Rs. 2018 Rs.
Jan 1 To Balanced b/d 15,000 Jan. By Calcutta Branch

To Calcutta Branch Stock a/c (Returns) 750
Stock a/c By Calcutta Branch
(Credit sales) 35,000 Cash a/c (Collections) 40,000

By Calcutta Branch
Expenses a/c :
Discount 1,500
Bad debts 1,000 2,500

Dec.31 By Balance c/d 6,750
50,000 50,000

2019
Jan 1 To Balance b/d 6,750

Calcutta Branch Expenses A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Jan.1 To Calcutta Branch Dec.31 By Calcutta Branch

Debtors a/c : Profit & Loss a/c
Discount 1,500 (transfer) 18,500
Bad Debts  1,000

2,500
To Calcutta Branch

Cash a/c 16,000
18,500 18,500
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Calcutta Branch Stock Adyustment A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Jan.31 To Calcutta Branch Jan.l By Calcutta Branch

Stock Reserve a/c Stock Reserve a/c
(Load on closing (Load on opening
stock) 3,000 stock) 5,000

Dec.3I To Goods sent to Dec.31 Goods Sent to Calcutta
Calcutta Branch a/c Branch a/c (Load on
(Load on Returns) 500 goods sent) 30,000

Dec.31 By Calcutta Branch
Stock a/c (apparent
profit) 1,750

Dec.31 To Calcutta Branch
Profit & Loss a/c 33,250
(Gross profit
transferred) 36,750 36,750

Calcutta Branch Stock Reserve A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Jan.l To Calcutta Branch Jan.1 By Balance b/d 5,000

Stock Adjustment a/c
(Load on opening Dec.l By Calcutta Branch
stock transferred) 5,000 Stock Adjustment a/c

(Load on Closing
Stock transferred) 3,000

Dec.31 To Balance c/d 3,000
8,000 8,000

2018
Jan.l By Balance b/d 3,000
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Calcutta Branch Goods Sent to A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018

? To Calcutta Branch Dec. 31 By Calcutta Branch
Stock a/c (Returns) 2,500 Stock a/c (goods sent) 1,50,000

Dec 31 To Calcutta Branch By Calcutta Branch
Stock Adjustment a/c Stock Adjustment a/c
(load on goods sent) 30,000 (Load on Returns) 500

Dec.31 To General Trading a/c
(Balance Transferred) 1,18,000

1,50,500 1,50,500

Calcutta Branch Profit and Loss A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Dec.31 To Calcutta Branch

Expenses a/c 18,500 Dec.31 By Calcutta Branch
Stock Adjustment a/c 33,250

(Gross Profit transferred)
Dec.31 To General Profit and

Loss a/c (Balance
transferred) 14,750

33,250 33,250
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Branch Cash A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018

To Calcutta Branch By Calcutta Branch
Stock a/c (Cash Sales) 1,25,000 Expenses a/c 16,000
To Calcutta Branch

Debtors a/c
(Collection from
Debtors) 40,000 Dec.31 By Balance c/d 1.49,000

1,65,000 1,65,000
2018
Jan.l To Balance b/d 1,49,000

Samanta Enterprise
50% 2018

Rs.
1.1.2018 : Stock of goods at Branch

at selling price 4,020
Debtors 1,652

31.12.2018 : Stock of goods at Branch
at selling price 5,250

Transactions during the year :
Cash sales 25.200
Credit sales 18,000
discount allowed to Debtors 452
Bad debts written off 149
cash received from Debtors 17,156
Goods received by Branch

at selling price 45,000
Goods returned to Head Office

at selling price 420
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Books of Samata Enterprise
Gariahat Brauch Stock A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Jan.1 To Balance b/d 4,020 Jan. By Goods sent to

To Goods sent to Branch (Returns) a/c 420
Branch a/c 45,000 ” By Branch cash a/c

(Cash sales) 25,200
” By Gariahat Branch

Debtors a/c 18,000
Dec.31 By Stock Discrepancy a/c

(Balancing figure) 150
Dec.31 By Balance c/d 5,250

49,020 49,020
2019 2019
Jan.l To Balance b/d 5,250

Gariahat Branch Debtors A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Jan.l To Balance b/d 1,652 Jan. By Branch cash a/c

To Gariahat. (Collection from
Branch Stock a/c 18,000 Debtors) 17,156

By Branch Expenses A/c
Discount 452
Bad debts 149 601

Dec.31 By Balance c/d 1,895
19,652 19,652

2019
Jan.l To Balance o/d 1,895
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Gariahat Branch Adjustment A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

2018 Rs. 2018 Rs.
Dec.31 To Stock Reserve a/c Jan. 1 By Stock Reserve a/c

(load on closing stock) 1,750 (load on opening stock) 1,340

Dec.31 To Goods sent to Dec.31 By Goods & Sent to
Branch a/c Branch a/c (Load on
(Load on Returns) 140 goods sent) 15,000

Dec.31 To Stock Discrepancy a/c 50

Dec.31 To Gariahat Branch
Profit & Loss a/c

(Gross profit transferred) 14,400
16.340 16,340

Goods Sent to Branch A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
 2018 2018
 Jan. 1 To Gariahat Branch Jan.l By Gariahat Branch 45,000

Stock a/c (Returns) 420 Stock a/c (Goods
sent)

Dec.31 To Gariahat Branch Dec.31 By Gariahat Branch
Adjustment a/c Adjustment a/c
(Load on goods sent) 15,000  (Load on Returns) 140

Dec.31 To General Trading a/c
(balance transferred) 29,720

45,140 45,140
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Stock Reserve A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Jan.l To Gariahat Branch Jan.1 By Balance b/d 1,340

Adjustment a/c 1,340 Dec.31 By Gariahat Branch
(Transfer) Adjustment a/c 1,750

Dec.31 To Balance c/d 1,750 (Transfer)

3,090 2019 3,090
Jan.1 By Balance b/d 1,750

Branch Expenses A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Dec.31 To Gariahat Branch Dec.31 By Gariahat Branch 601

Debtors a/c : Profit and Loss a/c
Discount 452 — (transfer)
Bad Debts 149 601

601 601

Gariahat Branch Profit and Loss A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Dec.31 To Branch Expenses a/c Dec.31 By Gariahat Branch

Discount 452 Adjustment a/c :
Bad debts 149 601 (Gross profit

Dec.31 To Stock Discrepancy a/c 100 transferred) 14,400
Dec.31 To General Profit and

Loss a/c
(Balance transferred) 13,699

14,400 14,400
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Stock Discrepancy A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount

Rs. Rs.
2018 2018
Dec.31 To Gariahat Branch Dec.31 By Gariahat Branch

Stock a/c 150 Adjustment a/c (Load) 50
Dec.31 By Gariahat Branch

Profit & Loss a/c
(Balance transferred) 100

150 150

6.4 [Accounting Procedure for Independent
Branch]

(Consolidated
Balance Sheet)

(Branch Account) (Head
Office Account)

Debit
Credit
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Reconciliation of Head Office
Account with the Branch Account) :

(Goods-in-Transit) :
Debit

Credit

(Cash-in-Transit) :
Debit

Credit

Cash-in-Transit ......Dr.

Goods-in Transit ....Dr.

To Branch A/c

Cash-in-Transit ........Dr.

Goods-in-Transit ......Dr.

To Head Office A/c

[Accounting of Branch-fixed assets and some other related matters]

(i) Branch Fixed Assets A/c Dr.

To Branch A/c

(ii) Head Office A/c Dr.

To Cash/Bank A/c
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(i) Branch A/c Dr.
To Branch Fixed Asset A/c

(ii) Depreciation A/c....Dr.
To Head Office A/c

[Inter-Branch Transactions] : 

Durgapur Branch A/c Dr.
To Chandan Nagar Branch A/c

Head office A/c Dr.
To Goods Supplied to Branch A/c

Goods from Head office A/c Dr.
To Head office A/c

(Allocation of Expenses between Head office
and Branch) : 

(i) Branch A/c....Dr.
To Relevant Expenses A/c

(ii) : Relevant Expenses A/c ...Dr.
To Head Office A/c

(Incorporation of Branch Trial
balance in the Books of Head Office) :
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Incorporation
of Revenue Account) 

Branch Trading A/c.....Dr.

(Op. stock, purchases, wages etc.) To Branch A/c

Branch A/c....Dr.

(Cl. stock, sales etc.) To Branch Trading A/c

Branch Trading A/c....Dr.

[ ] To Branch Profit & Loss A/c.

Branch Profit & Loss A/c ....Dr.

(Rent, Salaries, Depreciation etc.) To Branch A/c

Branch A/c....Dr.

(Miscellaneous Incomes, discount To Branch Profit & Loss A/c

received)

Branch Profit and Loss A/c...Dr.

To General Profit & Loss A/c.

Sundry Branch Assets A/c....Dr.

To Branch A/c

Branch A/c...Dr.

To Sundry Liabilities A/c
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(Memorandum
Branch Trading and Profit and Loss Account)

Branch A/c....Dr.

To General Profit & Loss A/c

General Profit And Loss A/c...Dr.
To Branch A/c.

• (Closing Entries in the Books of Branch) : 

Head Office A/c....Dr.

To Relevent Expenses
(Op. Stock, purchases, goods from
H.O. and other expenses

Relevant Incomes A/c....Dr.

To Head Office A/c
(Sales, Closing stock, discount
earned and other incomes)

Head Office A/c..Dr.
To Sundry Assets A/c



NSOU  6CC-CO-06172

Sundry Liabilities A/c...Dr.
To Head Office A/c

: Profit and Loss A/c...Dr.

To Head Office A/c

Head Office A/c....Dr.

To Profit and Loss A/c

6.

5,000 5

6,000

2,000

5,000

3,000
1,500

6,000
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Books of Head Office
Journal Dr. Cr.

Date Particulars L.F. Amount Amount

Rs. Rs.
2018

Dec. 31 Cash-in-Transit A/c  Dr. 5,000
To Delhi Branch A/c* 5,000

(Cash sent by Branch but still in transct)

” Andaman Branch A/c Dr. 6,000
To Delhi Branch A/c 6,000

(Goods sent by Delhi Branch to
Andaman Branch under instruction from
Head Office)

” Delhi Branch A/c Dr, 2,000
To Debtors A/c 2,000

(Collection from Debtors by Branch)

” Purchases A/c Dr. 5,000
To Andaman Branch A/c 5,000

(Goods purchased but paid by
Andaman Branch)

“ Delhi Branch A/c Dr. 3,000
Andaman Branch A/c Dr. 1,500

To Delhi Branch Fixed Asset A/c 3,000
To Andaman Branch Fixed Asset A/c 1,500

(Depreciation on Branch Fixed Asset)

” Goods-in-Transit A/c Dr. 6,000
To Delhi Branch A/c* 6,000

(Goods sent to Branch but still in Transit)
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Books of Andaman Branch
Journal Dr. Cr.

Date Particulars L.F. Amount Amount

Rs. Rs.
2018

Dec.31 Goods from Head Office A/c Dr. 6,000
To Head Office A/c 6,000

(Goods received from Delhi Branch)

” Head Office A/c Dr. 5,000
To Cash A/c 5,000

(Cash paid for head office purchases)

” Depreciation A/c Dr. 1,500
To Head Office A/c 1,500

(Depreciation of fixed assets maintained
in Head Office books)

Books of Andaman Branch
Journal Dr. Cr.

Date Particulars L.F. Amount Amount

Rs. Rs.
2018

Dec.31 Head Office A/c Dr. 6,000
To Goods supplied to Branch A/c 6,000

(Goods sent to Andaman Branch as per
instruction from Head Office)

” Cash A/c Dr. 2,000
To Head Office A/c 2,000

(Cash received from Head Office Debtors)

” Depreciation A/c Dr. 3,000
To Head Office A/c 3,000

(Depreciation of fixed assets maintained
in Head Office books)

• 
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7  31 2018

Dr. Cr.

Rs. Rs.

Furniture 1,400

Cash at Bank and in hand 1,780

Office Expenses 470

Rent 960

Debtors and creditors 3700 1850

Salaries 15,00

Goods Supplied to H.O — 6,000

Sales — 38,000

Goods received from H.O 8,000

Purchases 18,800

Stock (1st January) 6,000

H.O Account 3,240

45,850 45,850

2700

460 (Dr.)

2,500

1200

2% 10%
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Books of Head Office
Journal Dr. Cr.

Date Particulars L.F. Amount Amount

Rs. Rs.
2018

Dec.31 Goods- in-Transit A/c Dr. 2,500
To Kanpur Branch A/c 2,500

(Goods sent to Kanpur Branch, but still
in transit)

„ Cash-in-Transit A/c Dr. 1,200
To Kanpur Branch A/c 1,200

(Cash sent by Kanpur Branch, but still
in transit)

” Kanpur Branch Trading A/c Dr. 32,800
To Kanpur Branch A/c 32,800

(Incorporation of the following items :
Opening stock 6,000
Purchases 18,800
Goods from H.O  8,000

32,800)
” Kanpur Branch A/c Dr. 46,700

To Kanpur Branch Trading A/c 46,700
(Incorporation of the following items :

Sales 38,000
Goods supplied to H.O. 6,000
Closing stock 2,700

46,700)
Kanpur Branch Trading A/c Dr. 13,900

To Kanpur Branch Profit and Loss A/c 13,900
[Branch gross profit transferred] .
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Journal Dr. Cr.

Date Particulars L.F. Amount Amount

Rs. Rs.

2018

,, Kanpur Branch Profit and Loss A/c Dr. 3,144

To Kanpur Branch A/c 3,144

(Incorporation of following items :

Office Expenses 470

Rent 960

Salaries 1,500

Provision for doubtful debts 74

Depreciation 140

3,144)

” Kanpur Branch Profit and Loss A/c 10,756

To General Profit and Loss A/c 10,756

(Branch Net Profit transferred to

general P.L. A/c)

” Branch Furnitures A/c Dr. (1400-140) 1,260

Branch Cash A/c Dr. 1,780

Branch Debtors A/c Dr. 3,700

Branch Stock A/c Dr. 2,700

To Kanpur Branch A/c 9,440

(Incorporation of Sundry Branch Assets)

” Kanpur Branch A/c Dr. 1924

To Branch Creditors A/c 1850

To Provision for doubtful debts A/c 74

[Incorporation of Sundry Branch Liabilities]
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Kanpur Branch Trading and Profit and Loss A/c

for the year ended 31st Dec. 2018

Dr. Cr

Particulars Amount Particulars Amount

Rs. Rs.

To Kanpur Branch : By Kanpur Branch A/c :

Opening Stock 6,000 Sales 38,000

Purchases 18,800 Goods supplied

Goods from H.O. 8,000 to H.O. 6,000

32,800 Closing Stock 2,700

46,700

To Gross Profit c/d 13,900

46,700 46,700

To Kanpur Branch A/c By Gross Profit b/d 13,900

Office Exps. 470

Rent 960

Salaries 1,500

Prov, for

doubtful debts 74

Depreciation 140 3,144

To Net profit transferred to

General P & L A/c 10,756

13,900 13,900
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Kanpur Branch A/c.
Dr. Cr

Date Particulars Amount Date Particulars Amount
Rs. Rs.

2018 2018
Dec.31 To Balance b/d 460 Dec.31 By Goods-in-Transit 2,500

To Kanpur Branch By Cash-in-Transit 1,200
Trading A/c 46,700 By Kanpur Branch

To Branch creditors A/c 1,850 Trading A/c 32,800
To Provition for By Kanpur Branch

doubtful debts 74 Profit & Loss A/c 3,144
By Branch Assets A/c 9,440

49,084 49,084

Branch Trading and Profit and Loss A/c
Memorandum Branch Trading and Profit and Loss A/c

Kanpur Branch A/c. Dr. 10,756

Kanpur Branch A/c
Dr. Cr

Date Particulars Amount Date Particulars Amount
Rs. Rs.

2018 2018
Dec.31 To Balance b/d 460 Dec.31 By Goods-in-Transit 2,500

” To General P&L A/c 10,756 By Cash-in-Transit 1,200
To Branch creditors A/c 1,850 By Sundry Branch

Assets A/c 9,440
To Provision for bad
and doubtful debt A/c 74

13,140 13,140
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Kanpur Branch A/c
Dr. Cr

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

2018 2018

Dec.31 To Balance b/d 460 Dec.31 By Goods-in-Transit 2,500

„ To General ” By Cash-ln-Transit 1,200

Profit & Loss A/c 10,756 ” By Balance c/d 7,516

11,216 11,216

Rs.
Furniture (1400-140) 1,260
Cash 1,780
Debtors 3,700
Stock 2,700

Total Assets 9,440

Less :
Creditors 1,850
Provision 74

1,924

Net Assets 7,516
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8

Trial Balance of Shillong Branch
as at 31st Dec. 2018

Dr. Cr

Particulars Amount Particulars Amount

Rs. Rs.

Stock on 1st January 8,200 Creditors 2,700

Purchases 12,800 Sales 34,500

Wages 6,500 Head office 14,000

Manufacturing expenses 3,000 Discount 150

Rent 1,700 Purchase Returns 300

Salaries 5,500

Debtors 4,000

General Expenses 2,000

Gods received from

Head office 7,200

Cash at Bank 750

51,650 51,650

14,350

25,000 1,000
10%

150

4,000
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Books of Shiliong Branch
Journal Dr. Cr.

Date Particulars L.F. Amount Amount

Rs. Rs.

2018

Dec. 31 Depreciation A/c Dr. 2,600

To Head Office A/c 2,600

(Depreciation on Fixed Assets maintained at

Head Office)

,, Cash-in-Transit A/c.       Dr. 4,000

To Head Office A/c 4,000

(Cash sent to Head Office, but still in transit)

” Rent A/c Dr. 150

To Outstanding Rent A/c 150

(Rent due)

” Head Office A/c Dr. 49,650

To Opening Stock A/c 8,200

To Purchases A/c 12,800

To Wages A/c 6,500

To Manufacturing Expenses A/c 3,000

To Rent A/c 1,850

To Salaries A/c 5,500

To General Expenses A/c 2,000

To Goods received from Head Office A/c 7,200

To Depreciation A/c 2,600

[Transfer of Sundry Expenses items]

(Cont................)
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Dr. Cr.

Date Particulars L.F. Amount Amount

Rs. Rs.
2018

Dec, 31 Sales A/c Dr. 34,500
Purchase Returns A/c  Dr. 300
Closing Stock A/c Dr. 14,350
Discount A/c  Dr. 150

To Head Office A/c 49,300
[Transfer of Sundry revenue items]

” Head Office A/c Dr. 23,100
To Debtors A/c 4,000
To Cash at Bank A/c 750
To Cash- in-Transit 4,000
To Closing Stock 14,350

[Transfer of Sundry Assets]
” Creditors A/c Dr. 2,700

Outstanding Rent A/c Dr. 150
To Head Office A/c 2,850

(Transfer of Sundry Liabilities)

Head Office A/c.
Dr. Cr

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

2018 2018
Dec.31 To Sundry Expenses A/c 49,650 Dec.31 By Balance b/d 14,000

” To Sundry Aaaest A/c 23,100 „ By Cash-in-
Transit A/c 4,000

„ By Sundry
Revernues A/c 49,300

By Depreciation A/c 2,600
By Sundry Liabilities 2,850

72,750 72,750
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6.5

6.6

(MCQ Questions)
1.

2.

3. ‘credit’

4.
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5.

1.

2. (Apparent Profit)

3.

(i) (ii) (iii) (iv)

4.

1.

2.

(Practical Problems)

1.

Rs.

Goods sent to Branch 1,42,000

Goods returned by Branch 4,000

Cash Sales 79,000

Credit Sales 2,02,000

Branch Expenses paid by Head Office :

Rent 10,000

Salaries 30,000

Cash sent to Head Office for petty cash 5,000
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2017 2018

Petty Cash at Branch 100 150

Branch Debtors 23,500 —

Branch Stock 44,500 27,000

(Ans. Branch Profit Rs. 80,550, Gross Profit as per Trading A/c Rs. 1,25,500 )

2. Novel Traders 25%
31.12.21 Novel Traders

Rs

Stock at Patna (Opening) 5,000

Debtors (Opening) 4,000

Petty Cash (Opening) 25

Goods sent to Branch 55,000

Remittance from Branch :

Cash Sales 25,000

Collection from Debtors 20,000

Cash sent to Branch :

Rent 150

Salaries 2,500

Postage and Stationery 150

Petty cash expenses35

Goods returned to H.O 450

Other Balance on 31.12.21 :

Stock 6,000

Debtors 30,000

Petty Cash 15

[Ans, Branch Profit Rs, 25,315]
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3. 20%
31.3.21

Rs.

Cost of goods sent to Branch 50,000

Goods received at Branch till 31.3.21 54,000

at Invoice Price

Credit sales for the years 58,000

Debtors as on 31.3.21 20,800

Bad debts and discounts written off 200

Cash remitted to Head Office 43,000

Cash in hand at Branch on 31.3.21 2,000

Cash remitted to Head Office during the year 3,000

Closing stock at Branch at Invoice Price 6,000

Expenses Incurred at Branch 12,000

(Ans. Gross Profit Rs. 35,000. Net Profit Rs. 22,800

Apparent Gross Profit Rs. 27,000.

Cash Sale (from Cash Book) Rs. 17,000

4. Satym Stores-
25% 

Branch Stock A/c, Branch Debtors A/c. Goods Sent
Branch A/c, Branch Adjustment A/c Branch Profit and Loss A/c 

Rs.

Stock on January 2021 30,000

Debtors on January 1,2021 22,800

Goods Invoiced to Branch at Invoice Price 1,34,000
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Rs.

Sales at the Branch :

Cash 62,000

Credit 74,000

Cash received from Debtors 80,000

Bad debts written off 500

Discount allowed to customers 600

Expenses at the Branch 13,400

Stock on January 31, 2021 26,800

[Ans. Gross Profit 33,900. Net Profit 19,400]

5.

Goods amounting to Rs. 1,500 transferred from Varanasi Branch to Allahabad
Branch under instruction from the Head. Office.

Depreciation amounting to Rs. 1,500 on Branch fixed Assets when the accounts for
such assets are maintained in the books of Head Office.

A remittance of Rs. 3,000 made by Allahabad Branch of Head Office December
28, 1998 was received by Head Office on January 2, 2018.

Goods worth Rs. 10,000 sent by Head Office on December 27, 2017 was received
by Allahabad Branch on January 3, 2018.

The Varanasi Branch Collected Rs. 4,000 from the customers of the Head Office.

The Varanasi Branch paid Rs. 1,500 for machinery purchased by the Head Office.

6. 31.3.21

Dr. Cr.
Rs. Rs.

Calcutta Head Office A/c 32,400 —

Stock on 1st April 2020 60,000 —

Purchases 1,78,000 —
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Goods received from Head Office 90,000 —

Sales — 3,80,000

Goods supplied to the Head Office — 60,000

Salaries 15,000 —

Debtors 37,000 —

Creditors — 18,500

Rent 9,600 —

Office Expenses 4,700 —

Cash in hand and at Bank 17,800 —

Furniture 14,000 —

4,58,500 4,58,500

27,000

31.3.21 4,600 (Dr.)

28.3.21 25,000 3.4.21

(Ans. Profit at Branch Rs. 1.09.700)

7. 31.12.21

Dr. Cr.

Rs. Rs.

Stock on 1.1.21 1,00,000 —

Furniture 40,000 —

Debtors 48,000 —

Goods received from Head Office 2,60,000 —
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Salaries Rent and Expenses 24,000 —

Cash in hand 3,000 —

Hand Office Account — 40,000

Sales — 4,15,000

Sundry Creditors — 20,000

4,75,000 4,75,000

96,000  
5,000 

[Ans. Net Profit 1,27,000]
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7  (Departmental
Accounting)

7.0

7.1
7.2

7.3
7.4

7.5
7.6

7.0

7.1

(Separate profit centre)

7.2
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7.3 [Accounting procedure]

(Subsidiary
books) (column)

Allocation of Expenses) 

(Basis)
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(Inter departmental Transfer) : 

7.4

1 Sarala Udyog-
Dr. Cr.

Particulars Rs. Particulars Rs.

Stock (1.1.18) Sales 16,900
Dept.A 5,400 Dept. A
Dept.B 4,900 Dept. B 13,520

Purchases Discount received 133
Dept A. 9,800 Sundry Creditors 3,737
Dept. B 7,350 Capital 9,530

Wages
Dept. A 1,340
Dept. B 240

Rent 1,870
Salaries 1,320
Lighting and heating 420
Discount allowed 441
Advertising 738
Carriage inwards 469
Furniture and Fittings 600
Plant and Machinery 4,200
Sundry Debtors 1,820
Drawing 900
Cash in hand 32
Cash in bank 1,980

43,820 43,820
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2:1

370 180 10%.

Dept. A--2,748 Dept.B--2,401 

BOOKS OF SARALA UDYOG
Departmental Trading and Profit and Loss A/c

for the year ended 31.12.2018
Dr Cr.

 Particulars Note Dept.A Dcpt.B Particulars Note Dept.A Dept.B

Rs. Ks. Rs. Rs.
To Opening Stock 5,400 4,900 By Sales 16,900 13,520
To Purchases 9,800 7,350 By Closing 2,748 2,401

Stock
To Carriage Inwards 1 268 201
To Wages 1,340 240
To Gross profit c/d 2,840 3,230

19,648 15,921 19,648 15,921

To Rent 5 1,000 500 By Gross 2,840 3,230
To Salaries 7 880 440 profit b/d
To Lighting and 6 400 200 By Discount

 heating Received 2 76 57
To Discount 3 245 196 By Net Loss 339 —

 allowed transferred
To Advertisement 4 410 328 to capital A/c
To Depreciation 8 320 160
To New profit — 1,463
—transferred to
capital A/c

3,255 3,287 3,255 3,287
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Balance Sheet as at 31.12.2018
Particulars Amount Assets Amount

Rs. Rs.

Capital (1.1.18)  9,530 Plant and Machinery 4,200

Add. Profit Less  Depreciation 420 3,780

frnm  Dept. B 1,463

10,993

Less Loss from Furniture and Fittings 600

Dept. B 339 Less  Depreciation 60

10,650 540

Less  Drawings 900 Sundry   Debtors  1,820

9,754 Stock (2748 + 2401) 5,149

Outstanding Liability for

Lighting and Heating 180 Cash in hand 32

Cash at Bank 1,980

Sundry  Creditors 3,737 Prepaid Rent 370

13,671 13,671

Notes :

Sl. Expense Basis of Dept. A Dept. A
Allocation Rs. Rs.

1. Carrige Inward Ratio of purchase 469 9,800 16817,150   268
469 7,350 20117,150  

2. Doscpimt Received Do
133 9,800 7617,150   133 7,350 5717,150  

3. Discount Allowed Ratio of sales
441 16,900 24530,420   441 13,520 5730,420  196

4. Advertisement Do
738 16,900 41030,420

738 13,520 32830,420
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Sl. Expense Basis of Dept. A Dept. A
Allocation Rs. Rs.

5. Rent (1870-370) as given 1,500 2 1,0003   1,500 1 5003  

6. Lighting and heating Do 600 2 4003   600 1 2003  

7. Salaries Do 1,320 2 8803   1,320 1 4403  

8. Depreciation Do 480 2 3203   480 1 1603  

2 Badal Enterprise 31.12.18

Dept. A Dept. B

Rs. Rs.

Opening Stock 50,000 40,000

Purchases 6,50,000 9,10,000

Sales 10,00,000 15,00,000

General Expenses for both the depts.     Rs. 1,25,000

A 1,00,000 B 20,000

B 1,00,000 A 30,000

A B B A 10,000

A B
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Books of Badal Enterprise
Departmental Trading A/c

for the year ended 31.12.21

Dr Cr.

Particulars Amount Amount Particulars Amount Amount

Rs. Rs. Rs. Rs.

To Opening Stock 50,000 40,000 By Sales 10,00,000 15,00,000

To Purchases 6,50,000 9,10,000 By Closing Stock 1,00,000 2,00,000

To Gross Profit 4,00,000 7,50,000

11,00,000 17,00,000 11,00,000 17,00,000

General Profit and Loss A/c
for the year ended 31.12.21

Dr Cr.

Particulars Amount Particulars Amount

Rs. Rs.

To General  Expenses 1,25,000 By Gross profit :

To Provision for unrealized Dept. A 4,00,000

Profit on Stock : Dept. B 7,50,000

Dept. A 5,000

Dept. B 6,000

11,000

To Net profit 10,14,000

11,50,000 11,50,000
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Note : (1) Gross Profit Rates :

Dept. A = 
4,00,000 100 40%

10,00,000
 

Dept. B = 
7,50,000 100 50%

15,00,000
 

(2) Provision for unrealized profit on Stock
Dept. A : Provision required on closing stock :

50 20,000 10,000100  

Less : Provision already existing on opening stock :

40 30,000 12,000100  

5,000

Dept. B : Provision required on closing stock :
40 30,000 12,000100  

Less : Provision already existing on opening stock :
40 15,000 6,000100  

6,000

7.5

7.6

(MCQ Questions)
1.
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2.

3.

4.

5.

1
2

1
2.



NSOU  6CC-CO-06200

(Practical Problems)

1.
31.12.21

Dr Cr.

Particulars Amount Particulars Amount

Rs. Rs.

Purchases  ; Sales :

TV. Sets (A) 14,07,000 TV. Sets (A) 15,00,000

Radio Sets (B) 9,06,000 Radio Sets (B) 10,00,000

Spare parts for servicing (C) 6,44,000 Receipts from  servicing

and repair jobs (C) 2,50,000

Salaries and Wages 4,80,000 Stocks  on  31.3.18

Rent 1,08,000 TV. Sates (A) 6,01,000

Sundry Expenses 1,10,000 Radio Sets (B) 2,03,000

Profit 3,45,000 Spare parts for servicing (C) 4,46,000

40,00,000 40,00,000

Show room

Show room 3/4th

1/4ht

Show room- A B 1:2 

5,000 Show room A B

(Ans. Dept. A-- Proft Rs. 4,75,000,
B --Loss Rs. 22,000, C --Loss 1,08,000,



NSOU  6CC-CO-06 201

2. Saurav Enterprise - 31.12.21 

Dept. A Dept. B General
Rs. Rs. Rs.

Opening Stock as at 1.1.21 25,000 20,000 —

Purchases 2,30,000 1,90,000 —

Purchases Returns 2,000 1,000 —

Sales 6,33,000 4,92,000 —

Sales Returns 3,000 2,000 —

Wages 1,80,000 1,60,000 —

Miscellaneous Charges 35,000 32,000 —

Sundry Debtors 1,90,000

Sundry Creditors 1,73,000

Plant and Machinery 2,40,000

Leaseholds 80,000

Buildings 1,20,000

Furniture and Fittings 48,000

Office and Selling expenses 1,28,000

Cash in hand on 31.12.21 8,000

Cash at Bank on 31.12.21 1,10,000

Capital 5,00,000

10% 2% 5% 8,000

31.12.21 Debt. A--26,000 Debt. B--24,000

(Ans. Gross Profit : A Rs. 2,23,000, B. Rs. 1,45,000

Net Profit : A 95,300, B 40,900 B/S Total 8,09,200)
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3. Sibon Shilpi
31.3.18

Cloth Debt. Tailoring Dept.
Rs. Rs.

Manufacturing Expenses — 1,08,000

Selling Expenses 45,000 18,000

Stock on 1.4.17 5,40,000 72,000

Sales 36,00,000 7,20,000

Traster of cloth to Tailring Dept. 4,50,000 —

Purchases 30,60,000 —

Stock on 31.3.18 9,00,000 1,35,000

80% 20%
2,07,000 30%

[Ans. Gross Profit : Cloth --31,50,000, Tailoring --1,80,000

Departmental Profit : Cloth Debt. 13,05,000, Tailoring Dept. 1,62,000,

Net Profit 12,41,280 : Provision for Unrealized Profit on : Op. Stock 17,280, Cl.Stock
36,000]
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8 (Hire Purchase and
Instalment Payment System)

8.0

8.1

8.2

8.3

8.4

8.4.1

8.4.2

8.5

8.6

8.6.1

8.7

8.8

8.9

8.10

8.10.1

8.11

8.12

8.0
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8.1

(i) (ii)

8.2

(i)

(ii)

(iii)

8.3

1972 2(c)

(i)

(ii)

(iii)
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8.4 (Characteristics of Hire Purchase
Agreement)

(i) 3

(ii) 4

8.4.1 (Rights of the Hire Purchaser)

1.

2.

15,000

15,000

3.

4.

8.4.2 (Rights of the Hire Vendor)

1.

2.
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3. 

4. 

5. 

6. 

8.5

8.6

8.6.1

(Ordinary Purchase)

1.

2.

3.

4.

(Hire Purchase)

1.

2.

3.

4.
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1 54,551 12,000

5%

Particulars
Rs. Rs. Rs.

Cash price 54,551 Nil 12,000
Less : Down payment 12,000

42,551
Add : Interest @ 5% for one year 2,128

44,679
Less : Instalment 12,000 2,128 9,872

32,679
Add : Interest @ 5% for one year 1,634

34,313
Less : Instalment 12,000 1,634 10,366

22,313
Add : Interest @ 5% for one year 1,116

23,429
Less : Instalment 12,000 1,116 10,884

11,429
Add : Interest @ 5% for one year 571*

                          (balancing figure) 12,000
Less : Instalment 12,000 571 11,429

Total 5,449 54,551

12,000
balancing figure

2 5,000 930
1,426 1,804

840 5%
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Particulars
Rs. Rs. Rs.

3rd Instalment 840

Less : Interest = 5840 105
  
 

40 40 800

800
Add : 2nd Instalment 1,804

2,604

Less : Interest = 52,604 100
  
 

124 124 1,680

2,480
Add : 1st Instalment 1,426

3,906 186 1,240

Less : Interest =  53,900 105 186

3,720
Add : Down payment 930 930

4,650 350 4,650

3 60,000 20,000

Hire-purchased Price =  80,000
Less: Cash Price =  60,000
             Interest =  20,000

Amount outstanding Ratio of Interest
at the end of Balance due Rs.

Year 1 : 80,000 – 20,000 = 60,000 3 320,000 10,0006 

Year 2 : 60,000 – 20,000 = 40,000 2 220,000 6,6676 

Year 3 : 40,000 – 20,000 = 20,000 1 120,000 3,3336 

Total = 20,000
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(Annuity Table) 

4 15,000
13,000 6%
6% 1 3.8450

Annuity Present value
(Cash down price)

1 38,450
13,000 ?

 Present Value =
38,450 13,000

1


= Rs. 49,985 (approx.)

 = Rs. (15,000 + 49,985) = Rs. 64,985

8.7

1.

Asset A/c ......Dr.

To Vendor A/c

2. (down payment)

Vendor A/c.......Dr.

To Bank A/c
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3. 

Interest A/c......Dr.
To Vendor A/c

4. 

Vendor A/c.....Dr.
To Bank

5. 

Depreciation A/c.......Dr.
To Asset A/c

6. 

Profit and Loss A/c....... Dr.
To Interest A/c
To Depreciation A/c

3, 4, 5 6

1. (down payment)

Asset A/c ....Dr.

To Vendor A/c [ ]

2. 

Vendor A/c......Dr.

To Bank A/c.[ ]

3. 

Asset A/c.....Dr. [ ]

Interest A/c.....Dr.[ ]
To Vendor A/c

4. 

Vendor A/c.......Dr.

To Bank [ ]
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5. 
Depreciation A/c....Dr

T Asset A/c.[ ]
6. 

Profit and Loss A/c....Dr.
To Interest A/c.
To Depreciation A/c

5 1.1.2016 Bijli Press Ltd. X
81,543 30,000

20,000 31 X 4%
Bijli Ltd. 31

Bijli Press Ltd. 31.12.2016
Bijli Press Ltd.

Books of Bijli Press Ltd.
Journal

Date Particulars Amount Amount
Rs. Rs.

2016 Machinery A/c. ......... Dr. 81,543
Jan. 1 To X A/c 81,543

(Being the cash down price of the machine)
Jan. 1 Interest A/c. ...... Dr. 30,000

To Bank A/c. 30,000
(Being down payment made)

Dec. 31 Interest A/c. ........ Dr. 4,123
To X A/c. 4,123

(Being interest due to the vendor)
Dec. 31 X A/c. ......... Dr. 20,000

To Bank 20,000
(Being instalment for the year paid)

Dec. 31 Depreciation A/c. ........ Dr. 8,154
To Machinery A/c. 8,154

(Being depreciation @ 10% p.a. charged)
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Date Particulars Amount Amount
Rs. Rs.

Dec. 31 Profit and Loss A/c ...... Dr 12,277
To Interest A/c 4,123
To Depreciation A/c 8,154

(Being yearly interest and depreciation
Transfered to P. L. A/c)

2017
Dec. 31 Interest A/c .... Dr. 1,853

To X 2,853
Dec. 31 X A/c ........ Dr. 20,000

To Bank 20,000
(Being instalment for the year paid)

Dec. 31 Depreciation A/c ........ Dr. 7,339
To Machinery A/c. 7,339

(Being depreciation @ 10% p.a. charged on
machine)

Dec. 31 Profit and Loss A/c ............... Dr. 10,192
To Interest A/c 2,853
To Depreciation A/c 7,339

(Being yearly interest and depreciation
transferred to P. L. A/c.)

2018
Dec. 31 Interest A/c .......... Dr. 1,481

To X 1,481
(Being interest due to the vendor

Dec. 31 X A/c ............... Dr. 20,000
To Bank A/c 20,000

(Being instalment for the year paid)
Dec. 31 Depreciation A/c ........... Dr. 6,605

To Machinery A/c 6,605
(Being depreciation on machinery charged)

Dec. 31 Profit and Loss A/c ...... Dr. 8,086
To Interest A/c 1,481
To Depreciation A/c 6,605

(Being interest and depreciation for the
transferred to P. L. A/c)
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Ledgers
Machinery A/c

Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.16 To X A/c 81,543 31,12,16 By Depreciation A/c 8,154
” By Balance c/d 73,389

81,543 81,543

1.1.17 To Balance b/d 73,389 31.12.17 By Depreciation A/c 7,339
” Balance c/d 66,050

73,389 73,389

1.1.18 To Balance b/d 66,050 31,12,18 By Depreciation A/c 6,605
” By Balance b/d 59,445

66,050 66,050

X A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.16 To Bank A/c 30,000 1.1.16 By Machinery A/c 81,543
31.12.16 To Bank A/c 20,000 31.12.16 By Interest A/c 4,123
31.12.16 To Balance c/d 35,666

85,666 85,666

31,12,17 To Bank 20,000 1.1.17 By Balance b/d 35,666
31.12.17 To Balance c/d 18,519 31.12.17 By Interest A/c 2,853

38,519 38,519

31.12.18 To Bank A/c 20,000 1.1.18 By Balance b/d 18,519
31.12.18 By Interest A/c 1,481

20,000 20,000
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Journal

Date Particulars L.F. Amount Amount
Rs. Rs.

1.1.16 Machinery A/c. ......... Dr. 30,000
To X 30,000

(Being the amount of down payment payable)
1.1.16 X A/c ......... Dr. 30,000

To Bank 30,000
31.12.16 Machinery A/c ............... Dr. 15,877

Interest A/c ................ Dr. 4,123
To X 20,000

(Being the amount of instalment due togther
with interest of Rs. 4,123)

31.12.16 X A/c ........... Dr. 20,000
To Bank 20,000

(Being instalment paid)
31.12.16 Depreciation A/c ....... Dr. 8,154

To Machinery A/c 8,154
(Being depreciation @  10% p.a. charged)

31.12.16 Profit and Loss A/c ......... Dr. 12,227
To Interest 4,123
To Depreciation 8,154

(Being yearly interest and depreciation
transfered to P.L. A/c)

31.12.17 Machinery A/c ........... Dr. 17,147
Interest A/c ............ Dr. 2,853

To X 20,000
(Being the amount of instalmant due tdogether
with interest of Rs. 2,853)

31.12.17 X A/c ........... Dr. 20,000
To Bank 20,000

(Being instalment for the year paid)
31.12.17 Depreciation A/c ............ Dr. 7,339

To Machinery A/c 7,339
(Being Depreciation 10% charged on
Machinery)
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Date Particulars L.F. Amount Amount
Rs. Rs.

31.12.17 Profit and Loss A/c ............... Dr. 10,192
To Interest A/c 2,8,53
To Depreciation A/c 7,339

(Being yearly interest and depreciation
transferred to P.L. A/c.)

31.12.18 Machinery A/c ........... Dr. 18,519
Interest A/c ........... Dr. 1,481

To X A/c. 20,000
(Being the amount of instalment due together
with interest of R. 1,481)

31.12.18 X A/c ................ Dr. 20,000
To Bank 20,000

(Being yearly instalment paid)
21.12.18 Depreciation A/c. ......... Dr. 6,605

To Machinery A/c 6,605
(Being depreciation @ 10% charged on the
Machinery)

31.12.18 Profit and Loss A/c ............ Dr. 8,086
To Interest A/c 1,481
To Depreciation A/. 6,605

(Being yearly interest and depreciation
transferred to P.L. A/c.)

Ledger
Dr. Machinery A/c. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.16 To X A/c. 30,000 31.12.16 By Depreciation A/c 8,154
31.12.16 To X A/c. 15,877 ” By Balance c/d 37,723

45,877 45,877
1.1.17 To Balance b/d 37,723 31.12.17 By Depreciation A/c 7,339

31.12.17 To X A/c 17,147 ” By Balance c/d 47,531
54,870 54,870

1.1.18 To Balance b/d 47,531 31.12.18 By Depreciation A/c 6,605
13.12.18 To X A/c. 18,519 ” By Balance c/d. 59,445

66,050 66,050
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X A/c
Dr. Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.16 To Bank A/c 30,000 1.1.16 By Machinery A/c 30,000
31.12.16 To Bank A/c 20,000 31.12.16 By Machinary A/c 15,877

By Interest A/c 4,123

50,000 50,000

31,12,17 To Bank A/c 20,000 31.12.17 By Machinery A/c 17,147
” By Interest A/c 2,853

20,000 20,000

31.12.18 To Bank A/c 20,000 31.12.18 By Machinery A/c 18,519
” By Interest A/c 1,481

20,000 20,000

Balance Sheet as at 31.12.2021

Liabilities Amount Assets Amount
Rs. Rs.

Machinery at cost 81,543
Less: Depreciation 8,154

73,389
Less: Instalments Due
(17,147 + 18,519) 35,666 37,723

Balance Sheet as at 31.12.2021

Liabilities Amount Assets Amount
Rs. Rs.

Machinery at cost
Less: Depreciation 37,723
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Workings : 

Date Particulars Interest Capital
Rs. Rs.

1.1.16 Cash down price 81,543
1.1.16 Less. Down payment 30,000 Nil 30,000

51,543
Add Int. for 16 @ 8% 4,123

55,666
Less. Instalment for 2016 20,000 4123 15,877

35,666
Add Interest for 2017 @ 8% 2,853

38,5,19
Less. Instalmant for 2017 20,000 2,853 17,147

18,519
Add Interest for 2018 1,481

20,000
Less. Instalment for 2018 20,000 1,481 18,519

Nil 8,457 81,543

8.8

Debit Sales A/c

Credit Debit Interest A/c

Credit Bank A/c Debit Credit

6 X Bajaj Aoto Ltd.

18,860 1.1.2016 X 4000

8,000 31

5% Bajaj Auto Ltd.
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Dr. X  A/c Cr.

Date  Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.16  To Sales 18,860 1.1.6 By Bank 4,000
31.12.16  To Interest 743 31.12.16 By Bank

(1st Instalment) 8,000
31.12.16 By Balance c/d 7,603

19,603 19,603

1.1.17  To Balance b/d 7,603 31.12.17 By Bank 8,000
31.12.17  To Interest A/c 397

8,000 8,000

Dr. Interest  A/c Cr.

Date  Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

31.12.16  To Profit and 31.12.16 By X A/c 743
 Loss A/c 743

743 743
31.12.17  To Profit and 31.12.17 By X A/c. 397

 Loss A/c. 397

397 397

Working : 

Particulars Rs.

Cash down price 18,860 4,000
Less : Down payment 4,000

Balance 14,860
Add: Interest for 2016 @ 5% 743

15,603
Less: 1st Instalment 8,000

Balance 7,603 7,257 743
Add: Interest @ 5% 397 7,603 397

(Balancing Figure) 8,000 18,860 1,140
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8.9 (Repossession of Goods)

(Complete Repossession)

Debit
Credit

Hire-Vendor A/c....Dr.
To Asset A/c   

Debit
Credit

Profit and Loss A/c....Dr.
To Asset A/c 

1. Repossessed Goods Ac.....Dr.
To Hire-purchaser A/c

2. Repossessed Goods A/c... Dr.
To Cash A/c

(
3. Cash/Bank A/c....Dr.

To Repossessed Goods A/c

Repossessed Goods A/c

7 15,000
1.1.17 4,230



NSOU  6CC-CO-06220

5%
10%

500
9,000

Books of Kartik
Dr. Motor Car  A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.16 To Ganesh A/c 15,000 31.12.17 By Depreciation A/c 1,500
” By Balance c/d 13,500

15,000 15,000
1.1.18 To Balance b/d 13,500 31,12,18 By Depreciation A/c 1,350

” By Balance c/d 12,150
13,500 13,500

1.1.19 To Balance b/d 12,150 31.12.19 By Depreciation A/c 1,215
” By Ganesh A/c 8,259
” By Profit and Loss A/c 2,676

12,150 12,150

Dr. Ganesh  A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

31.12.17 To Bank A/c 4,230 1.1.17 By Motor Car A/c 15,000
” To Balance c/d 11,520 31.12.17 By Interest A/c 750

15,750 15,750
1.1.18 To Bank A/c 4,230 1.1.18 By Balance b/d 11,520

” To Balance c/d 7,866 ” By Interest A/c 576
12,096 12,096

31.12.19 To Motor Car A/c 8,259 1.1.19 By Balance b/d 7,866
(Transfer) 31.12.19 By Interest A/c 393

8,259 8,259
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Dr. Motor Car  A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.17 To Ganesh A/c 3,480 31.12.17 By Depreciation A/c 1,500
” By Balance c/d 1,980

3,480 3,480
1.1.18 To Balance b/d 1,980 31,12,18 By Balance Depreciation A/c 1,350

31.12.18 To Ganesh A/c 3,654 ” By Balance c/d 4,284
5,634 5,634

1.1.19 To Balance b/d 4,284 31.12.19 By Depreciation A/c 1,215
” By Profit and Loss A/c 3,069

4,284 4,284

Dr. Ganesh  A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

31.12.17 To Bank A/c 4,230 31.12.17 By Motor Car A/c 3,480
” By Interest A/c 750

4,230 4,230
1.1.18 To Bank A/c 4,230 31.12.18 By Motor Car A/c 3,654

” By Interest A/c 576
4,230 4,230

Books of Kartik
Dr. Motor Car  A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.17 To Sales 15,000 31.12.17 By Bank 4,230
31.12.17 To Interest A/c 750 ” By Balance c/d 11,520

15,750 15,750
1.1.18 To Balance b/d 11,520 31.12.18 By Bank 4,230

31.12.18 To Interest A/c 576 ” By Blance c/d 7,866
12,096 12,096

1.1.19 To Balance b/d 7,866 31.12.19 By Repossessed 8,259
31.12.19 To Interest A/c 393 ” Goods A/c

8,259 8,259
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Dr. Repossessed Goods A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

31.12.19 To Kartik A/c 8,259 31.12.19 By Cash 9,000
” To Cash A/c 500
” To Profit and

            Loss A/c 241
(Transfer) 31.12.19 By Interest A/c 393

9,000 9,000

Working : 

Particulars Interest Capital
Rs. Rs.

Cash down price 15,000

Add : Interest @ 5% 750

15,750

Less : Instalment paid 31.12.17 4,230 3,480 750

Balance due on 1.1.18 11,520

Add : Interest 18 @ 5% 576

12,096

Less : Instalment paid on 31.12.18 4,230 3,654 576

Balance due on 1.1.19 7,866

Add : Int. for 19 @ 5% 393

8,259

Less : Instalment payable for 2019 4,230 3,837 393

Balance due on 1.1.20 4,029

Add : Interest due for 2020 @ 5% 201

4,230

Less : Instalment for 2020 4,230 4,029 201

Nil 15,000 1,920
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(Partial Repossession) 

Credit Repssessed Goods A/c
Debit Debit

Credit

8 : 1.1.2018 
90,000 30,000

15%
20% 31.12.18

30%
2,000 92,000

Books of Tamal
Dr. Tractor  A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.18 To Biplab A/c 31.12.18 By Depreciation A/c. 54,000
(90,000 × 3) 2,70,000 (20% on 2,70,000)

” By Balance c/d 2,16,000
2,70,000 2,70,000

1.1.19 To Balance b/d 2,16,000 31.12.19 By Depreciation A/c
 (20% on 2,16,000) 43,200

” ” Biplab A/c. (Note 1) 88,200
” ” Profit and Loss A/c

   (Note 2) 27,000
” By Balance c/d 57,600

2,16,000 2,16,000
1.1.20 To Baloance b/d 57,600
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Dr. Biplab A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.18 To Bank (30,000×3) 90,000 1.1.18 By Tractor A/c 2,70,000
31.12.18 By Interest 27,000

(15% of 1,80,000)
31.12.18 To Bank 87,000

(1st instalment)
(60,000 + 27,000)

” To Balance c/d 1,20,000
2,97,000 2,97,000

31.12.19 To Tractor A/c 88,200 1.1.19 By Balance c/d 1,20,000
” To Balance c/d 49,800 31.12.19 By Interest

(15% of 1,20,000) 18,000
1,38,000 1,38,000

1.1.20 To Baloance b/d 49,800

Working : (1)

= (90,000×2) = 1,80,000 

30% = 54,000

37,800 91,800 

88,200 

2)

88,200

20%

1,80,000-(36,000 + 28,800) = 1,15,200 

27,000 
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Books of Biplab
Dr. Tamal A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.18 To Sales A/c 2,70,000 31.12.18 By Bank
(down payment) 90,000

31.12.18 To Interest A/c 27,000 ” By Bank
(1st Instalment) 87,000

” By Balance c/d 1,20,000
2,97,000 2,97,000

1.1.19 To Balance b/d 1,20,000 31.12.19 By Repossessed
Goods A/c 88,200

31.12.19 To Interest A/c 18,000 ” By Balance c/d 49,800
1,38,000 1,38,000

1.1.20 To Balance b/d 49,800

Dr. Repossessed Goods A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

31.12.19 To Tamal A/c 88,200 31.12.19 By Cash A/c (Resale) 92,000
” To Cash 2,000
” To P.L. A/c 1,800

92,000 92,000

8.10 (Instalment System)

1.

2.
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3.

4.

5.

(Distinction between Instalment System
and Hire-purchase System)

1.

2.

3.

4.

5.

1.

2.

3.

4.

5.

8.10.1 (Accounting Entries for
Instalment System)

Credit Interest Suspense A/c Debit

Interest Suspense A/c Credit
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Debit
Sales A/c. Interest Suspense A/c Credit

Interest Suspense A/c Debit
Interest A/c Credit

Interest Suspense
A/c

Interest Suspense A/c

1.

2.

3.

4.

5.

6.

Asset A/c Dr.
Interest Suspense A/c. Dr.

To Vendor A/c.
Vendor A/c Dr.

To Cash/Bank
Interest A/c Dr.

To Interest Suspense A/c 

Vendor A/c Dr.
To Cash/Bank 

Depreciatin A/c Dr.
To Asset A/c 

Profit and Loss A/c Dr.
To Interest A/c. 

To Depreciation A/c 

Purchaser A/c. Dr.
To Sales 
To Interest Suspense A/c. 

Cash/Bank A/c. Dr.
To Purchaser A/c

Interest Suspense A/c. Dr.
To Interest A/c 

Cash/Bank Ac. Dr.
To Purchaser A/c 

No Entry

Interest A/c Dr. 
To P. L. A/c. 
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9 1.1.2017
32,000 5% 32,000

1,19,145 15% 31

31.12.2017

Books of Kamal
Dr. Bimal A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.17 To Bank A/c 32,000 1.1.17 By Plant A/c 1,19,145
31.12.17 To Bank A/c 32,000 ” By Interest
31.12.17 To Balance c/d 64,000 Suspense A/c 8,855

1,28,000 1,28,000
31.12.18 To Bank A/c 32,000 1.1.18 By Balance b/d 64,000
31.12.18 To Balance c/d 32,000

64,000 64,000
31.12.19 To Bank 32,000 1.1.19 By Balance b/d 32,000

32,000 32,000

Dr. Plant A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.17 To Bimal A/c 1,19,145 31.12.17 By Depreciation A/c 17,872
” By Balance c/d 1,01,273

1,19,145 1,19,145
1.1.18 To Balance b/d 1,01,273 31.12.18 By Depreciation A/c 15,191

” By Balance c/d 86,082
1,01,273 1,01,273

1.1.19 To Balance b/d 86,082 31.12.19 By Depreciation A/c 12,912
” By Balance c/d 73,170

86,082 86,082
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Dr. Interest Suspence A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.17 To Bimal A/c 8,855 3l.12.17 By Interest A/c 4,357
31.12.17 By Balance c/d 4,498

8,855 8,855
1.1.18 To Balance b/d 4,498 31.12.18 By Interest A/c 2,975

31.12.18 By Balance c/d 1,523
4,498 4,498

1.1.19 To Balance b/d 1,523 31.12.19 By Interest A/c 1,523
1,523 1,523

Dr. Interest A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.17 To Interest Suspense A/c 4,357 31.12.17 By P.L. A/c 4,357

4,357 4,357

31.12.18 To Interest Suspense A/c 2,975 31.12.18 By P. L. A/c. 2,975

2,975 2,975

31.12.19 To Interest Suspense A/c 1,523 31.12.19 By P.L. A/c 1,523

1,523 1,523

Balance Sheet as at 31.12.17

Liabilities Amount Assets Amount
Rs. Rs.

Bimal 64,000 Plant at Cost 1,19,145

Less : Interest Less : Depreciation 17,872

Suspense Account 4,498 59,502 1,01,273

59,502 1,01,273
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Books of Bimal
Dr. Kamal A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.17 To Sale A/c 1,19,145 1.1.17 By Bank A/c 32,000
1.1.17 To Interest 31.12.17 By Bank A/c 32,000

Suspense A/c 8,855 31.12.17 By Balance c/d 64,000
1,28,000 1,28,000

1.1.18 To Balance b/d 64,000 31.12.18 By Bank A/c 32,000
31.12.18 By Balance c/d 32,000

64,000 64,000
1.1.19 To Balance b/d 32,000 31.12.19 By Bank A/c 32,000

32,000 32,000

Dr. Interest Suspense A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

31.12.17 To Interest A/c 4,357 1.1.17 By Kamal A/c 8,855
31.12.17 To Balance c/d 4,498

8,855 8,855
31.12.18 To Interest A/c 2,275 1.1.18 By Balance b/d 4,498
31.12.18 To Balance c/d 1,523

4,498 4,498
31.12.19 To Interest A/c 1,523 1.1.19 By Balance b/d 1,523

1,523 1,523

Dr. Interest A/c Cr.

Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs. Rs.

1.1.17 By P. L. A/c 4,357 31.12.17 By Interest Suspense A/c 4,357
4,357 4,357

31.12.18 By P. L. A/c 2,975 31.12.18 By Interest Suspense A/c 2,975
2,975 2,975

31.12.19 By P. L. A/c 1,523 31.12.19 By Interest Suspense A/c 1,523
1,523 1,523

Balance Sheet as at 31.12.17

Liabilities Amount Assets Amount
Rs. Rs.

Kamal 64,000
Less. Interest Suspenses
Accounts 4,498 59,502
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8.11

Hire-purchase Trading Stock and Debtors

Hire-purchase Trading

1.

2.

3.

4. (Matured
Instalments)

5.
(unmatured instalments)

6.

Hire-purcahse Trading A/c Dr.
To Purchases A/c.

Hire-purchase Debtors A/c Dr.
To Hire-purchase sales A/c.

Cash/Bank A/c Dr.
To Hire-purchase Debtors A/c.

Hire-purchase Sales A/c Dr.
To Hire- purchase Trading A/c.

Closing Stock A/c Dr.
To Hire-purchase Trading A/c.

Hire-purchase Trading A/c Dr.
To Opening Stock
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Hire-purchase Trading A/c.
Hire-purchase Sales

A/c
Hire-purchase Debtors A/c. Hire-purchase Sales

A/c

Hire-purchase Trading A/c.
General Trading A/c Debit Hire purchase Trading A/c Credit

Hire-purchase Trading A/c
General Trading A/c Hire-purchase Trading
A/c Debit General Trading A/c Credit

1. Hire-purchase Sales A/c Dr.

To Hire-purchase Debtors A/c

2.
Hire-purchase Trading A/c

General Trading A/c
General Trading A/c Debit Hire-purchase Trading A/c

Credit

)

1. Shop Stock A/c Dr.

To Purchases A/c

2. (i) Hire-purchase Stock A/c Dr.

To Goods Sold on Hire-purchase A/c

(ii) Goods sold on Hire-purchase A/c Dr. 

To Shop Stock A/c 

To Hire-purchase Adjustment A/c 
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3. 

Hire-purchase Debtors A/c Dr.

To Hire-purchase Stock A/c

4. Cash A/c Dr.

To Hire-purchase Debtors A/c

5.Hire-purchase Adjustment A/c- Stock Reserve
A/c Hire-purchase Adjustment A/c

6.Shop Stock A/c-
Hire-purchase Stock A/c-

Hire-purchase Debtors A/c-

1. Repossessed Goods A/c Dr.

To Hire-purchases Debtors A/c 

To Hire-purchases Stock A/c 

2. Cash/Bank A/c Dr.

To Repossessed Goods A/c

3. Repossessed Goods A/c

10 31 2019

Unmatured Instalment : Rs.
on 1.1.19 32,000

on 31.12.19 40,000
Stock at Shop :

on 1.1.19 16,000
on 31.12.19 12,000
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Goods Sent on Hire-purchase during

the year at 133 %3  profit on cost 1,20,000

1.

2. 20% 50,000

3. 20% 2,00,000

1.

Hire-purchase Trading A/c
Dr. for the year ended 31.12.2019 Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock : By H. P. Sales A/c
At Shop 16,000 (Note 3) 1,12,000
With Customers (Note 1) 24,000 By Closing Stock

To Purchases (Note 2) 86,000 at Shop 12,000
To Profit and Loss a/c 28,000 With Customers (Note 4) 30,000

(Profit)
1,54,000 1,54,000

2. 50,000

Hire-purchase Trading A/c
Dr. for the year ended 31.12.2019 Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock : By H. P. Sales A/c 1,12,000
At Shop 16,000 ” General Trading A/c 40,000
With Customers 24,000 (transfer)

To Purchases (86,000+40,000) 1,26,000 ” Closing Stock :
To Profit and Loss A/c At Shop 12,000

(Profit) 28,000 30,000
1,94,000 1,94,000
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3. 20,000

Hire-purchase Trading A/c
Dr. for the year ended 31.12.2019 Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock : 24,000 By H. P. Sales 1,12,000
To General Trading A/c ” Closing Stock on H.P. 30,000

—Cost of Goods sold

on H. P.  3Rs. 1,20,000 4 90,000

To Profit and Loss A/c 28,000
1,42,000 1,42,000

General
Trading A/c 

General Trading A/c
Dr. for the year ended 31.12.2019 Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock : 16,000 By H. P. Sales 2,00,000
To Purchases By H. P. Trading A/c 90,000

(Balancing figure) 2,46,000 (transfer)
To Profit and Loss A/c By Closing Stock 12,000

(Gross Profit @ 20%
on 2,00,000) 40,000

3,02,000 3,02,000

Workings :
(i) Stock with Customers at cost price

On 1-1-19 Rs. 7532,000 100  = Rs. 24,000

On 31-12-19 Rs. 751,20,000 100  = Rs. 30,000



NSOU  6CC-CO-06236

(ii) Purchase during the year :

Cost of goods sold on H.P. 75Rs. 1,20,000 100 Rs. 90,000

Add : Shop stock on 31.12.19 12,000

1,02,000

Less : Shop stock on 1.1.19 16,000

86,000

(iii) H.P. Sales duringg the year :

Goods sent on H.P. at selling price Rs. 1,20,000

Add. Stock with Customers

(immatured instalments) on 1.1.19 32,000

1,52,000

Less : Stock with customers on 31.12.19 40,000

(Immatured instalments)

1,12,000

11 Capital Electronics Ltd. 60% 
31.12.19 Capital Electronics Ltd.-

Rs.

Goods with hire-purchase customers (1.1.19)

(at hire-purchase price) 64,000

Goods sold during the year at hire-purchase price 3,20,000

Cash received during the year 2,24,000

Goods received back (hire instalments unpaid

Rs. 8,000) valued at 1,200

Goods with hire purchase customers (31.12.19)

(at hire-purchase price) 1,44,000

Capital Electronics Ltd.

1. H. P. Trading 

2. Stock and Debtors 
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1. H.P. Trading Method
Books of Capital Electronics Ltd.

Hire-purchase Trading A/c
Dr. for the year ended 31.12.2019 Cr.

Particulars Amount Particulars Amount
Rs. Rs.

To Opening Stock : By H. P. Sales A/c 2,32,000
Goods with Customer By General Trading A/c 1,200

100Rs. 64,000 160 40,000 (Value of repossessed

To General Trading A/c goods)

Cost of goods sold on By Closing Stock 90,000

H.P. 100Rs. 3,20,000 160 2,00,000 (Goods with customers)

To P. L. A/c 83,200 100 Rs.1,44,000160
3,23,200 3,23,200

Dr. Hire-purchase Debtors A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

1.1.19 To Balance b/d 64,000 31.12.19 By H.P. Sales A/c
31.12.19 To H. P. Sales A/c 3,20,000 (unpaid instalments) 8,000

By Cash A/c 2,24,000
By Balance c/d 1,52,000

3,84,000 3,84,000

Dr. H. P. Sales A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

31.12.19 To H. P. Debtors A/c 8,000 1.1.19 By Balance b/d 64,000
31.12.19 To H. P. Trading A/c 2,32,000 31.12.19 By H. P. Debtors A/c 3,20,000

(Balancing figure)
31.12.19 To Balance c/d 1,44,000

(1,52,000 – 8,000) 3,84,000 3,84,000
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2 Stock and Debtors Method :
Dr. H. P. Stock A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

1.1.19 To Balance b/d 64,000 31.12.19 By H. P. Debtors A/c
31.12.19 To Goods Sold on 3,20,000 (Balancing figure)

H.P. A/c (Matured Instalments) 2,40,000
31.12.19 By Balance c/d 1,44,000

3,84,000 3,84,000

Dr. H. P. Debtors A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

1.1.19 To H. P. Stock A/c 2,40,000 31.12.19 By Cash A/c 2,24,000
By Repossessed

Goods A/c 8,000
31.12.19 By Balance c/d 8,000

2,40,000 2,40,000

Dr. Goods Sold on Hire-purchase A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

31.12.19 To Shop Stock A/c 2,00,000 31.12.19 By H. P. Stock A/c 3,20,000

100 Rs. 3,20,000160

31.12.19 To H.P. Adjustment A/c 1,20,000
– (Loading)

3,20,000 3,20,000
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Dr. H. P. Adjustment A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

31.12.19 To Repossessed 1.1.19 By Balance b/d 24,000

Goods A/c (Loss on 60 Rs. 64,000160
Repossessed Goods) 6,800 31.12.19 By Goods Sold on 1,20,000

To P. L. A/c (Profit) 83,200 H. P. A/c
To Balance c/d

60 Rs.1,44,000160 54,000

1,44,000 1,44,000

Dr. Repossessed Goods A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

31.12.19 To H. P. Debtors A/c 8,000 31.12.19 By H.P. Adjustment A/c
(Loss on Repossessed
(Goods) 6,800

31.12.19 By Balance c/d 1,200
8,000 8,000

12 :

Bajaj Ltd. 50% 31.12.19 Bajaj
Ltd-

Rs.
Balance of H.P. Stock A/c on 1.1.19 12,000
Balance of H.P. Debtors A/c on 1.1.19 300
Cash received from customers during the year 92,000
Selling price of goods sold on Hire-purchase bais during the year 90,600
Total amount of Instalments became due during the year 92,700
1,200 100 4.12.19 
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Books of Bajaj Ltd.
Dr. H. P. Stock A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

1.1.19 To Balance b/d 12,000 27.12.19 By Repossessed
31.12.19 To Goods Sold Goods A/c 600

on H. P. A/c 90,600 (Instalment not
yet due)

31.12.19 ” H. P. Debtors A/c 92,700
31.12.19 By Balance c/d 9,300

1,02,600 1,02,600

Dr. H. P. Debtors A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

1.1.19 To Balance b/d 300 27.12.19 By Repossessed
31.12.19 To H.P. Stock A/c 92,700 (Gods A/c

(Instalment unpaid)
31.12.19 By Cash A/c 92,400
31.12.19 By Balance c/d 600

93,000 93,000

Dr. Goods Sold on H. P. A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

1.1.19 To Shop Stock A/c 31.12.19 By H. P. Stock A/c 90,600

100Rs. 90,000 150 60,400

31.12.19 To H.P. Adjustment A/c
– Loading

50Rs. 90,600 150 30,200

90,600 90,600
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Dr. H. P. Adjustment A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

31.12.19 To Balance b/d 1.1.19 By Balance b/d

50Rs. 9,300 150 3,100  5012,000 150 4,000

31.12.19 To P. L. A/c 31,200 31.12.19 By Goods Sold on
(Profit) H.P. A/c (Loading) 30,200

27.12.19 By Repossessed
Goods A/c (Prosit) 100

34,300 34,300

Dr. H. P. Adjustment A/c Cr.

Date Particulars Amount Date Particulars Amount
Rs. Rs.

27.12.19 To H. P. Stock A/c 600 31.12.19 By Balance c/d 800
27.12.19 To H. P. Debtors A/c 100
31.12.19 To H.P. Adjustment A/c 100

800 800

8.12

(MCQ Questions)
1. 1972 

2(c)

2(d)

2(e)

2(f)

2.



NSOU  6CC-CO-06242

3. 4

4.

5.

1.

i ii iii

2.

3.

4.
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1.

2.

3.

4.

5.

(Practical Problems) :

1. 5%
930 1,426

1,804 840

[Ans.: Cash down price Rs. 4,650 ; 1st Instalment
Rs. 186, 2nd Instalment Rs. 124, 3rd Instalment Rs. 40]

2. A, B

(i) 232.50

(ii) 365.50

(iii) 451.00

(iv) 210.00

5%
1 0.9524 0.9070 0.8639

[Ans. Cash down price Rs. 1,162.53]

3. 1.1.2021  Arya Ltd. 33,525 Bijoy Ltd.
Bijoy Ltd. 9,000 9,000 

31 5% Bijoy Ltd. 
20% Arya Ltd. Bijoy Ltd. 

[Ans.: Interest : 1st year Rs. 1,226, 2nd year Rs. 838, 3rd year Rs. 411]

4. 1.1.2021 
4,780 31
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9,261 5%
10%

[Ans. Cash down price Rs. 30,000]

5.
20,000 20,000 

74,466 5% 
10% 

[Ans : Interest Suspenses Rs. 5,534, Adjustment for Interest : 1st year
Rs. 2,723, 2nd year Rs. 1,859, 3rd year Rs. 952]

6. 1.1.2021 X Ltd. P-
31 4,230 X Ltd. 
5% P X Ltd. 

X Ltd.  10% X Ltd. P 

[Ans: Cash down price Rs. 15,000; Loss on Repossession Rs. 2,676]

7. Bengal Roadways Ltd. Jalan Motors 
75,000 45,000
12%

Bengal Roadways Ltd. 20%
Bengal Roadways Ltd.

Jalan Motors
30% Bengal Roadwys Ltd.

[Ans : Loss on Repossessions Rs. 36,000, Balance of Jalan Motors Rs. 7,200]

8. 1.1.2020 1,00,000 Auto Ltd.
25% 5% 

Auto Ltd. 25%
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4,000 Auto Ltd. 90,000
20% Auto Ltd.

[Ans : Value of Goods Repossessed Rs. 84,375; Loss on
Repossession Rs. 18,025, Balance due to Auto Ltd. Rs. 1,88,297]

9. 33½%
2021

Rs.

January 1 Stock out on hire-purchase prices 15,000
” Shop Stock 2,000
” Instalments overdue (customers paying) 1,100

December 31 Stock out on hire-purchase Prices 18,000
,, Shop Stock 3,000
,, Instalments overdue (customers paying) 2,100

Purchases during the year 27,000
Cash received from customers during the year 35,000

31.12.2021 Hire-purchase Trading A/c 

[Ans : Profit Rs. 12,000]

10. Dasgupta Bros. 33/1/2% 30 
2019 Dasgupta Bros.-

Rs.
July 1, 2018 Shop Stock 2,000

Instalments due 1,200
Stock with costomers at H.P. price 16,000

June 30,2019 Shop Stock 2,800
Instalments overdue 2,000
Stock with customers at H.P. price 18,400
Cash received during the year 32,000
Expenses on hire-purchase business 3,000
Purchases 27,000
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H.P. Trading Stock and Debtors 

[Ans. Profit Rs. 5,200]

11. Capital Electronics Ltd. 40% 
31.12.2021 

Rs.
January 1 Stock with fustomers at H.P. price 28,700

Stock at shop 56,000
Instalments overdue 12,000

December 31 Cash received from customers 1,60,000
Goods purchased during the year 1,75,000
Instalment overdue 14,900
Goods repossessed (instalments due
Rs. 10,000) valued at 2,000
Shop Stock (including Repossessed Goods) 72,000

(i) H. P. Stock A/c (ii) Shop Stock A/c, (iii) H. P. Asjustment A/c 
(iv) Repossessed Goods A/c.

[Ans : Profit Rs. 41,400]

12. Delhi Stores-
Rs.

July 1, 2018 Instalments due 4,000
” Shop Stock 12,000
” Stock with customers at (H. P. price) 25,000

Cash received during the year 2,00,000
Purchases 1,67,000
Goods repossessed (instalments due Rs. 3,000)
Valued at 500

30th June 2019 Instalments due 6,000
Shop Stock 11,000
Stock out with customers (At H. P. price) 30,000

Delhi Stores 20% Stock and Debtors

[Ans : Profit Rs. 38,500]
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9  (Investment Accounts)

9.0

9.1

9.2

9.3

9.4

9.5

9.6

9.7

9.8

9.9

9.0









9.1

(additional columns)
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9.2 (Purposes of Investments Account)









9.3 (Different Types of Investments)

(Marketable Securities)

(Fixed Income Bearing Securities)

(Variable Income Beating Securities)

9.4 (Proforma of Investment Account)
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BOOKS OF X LTD.
10% Debentures in Telco Ltd.

(Interest payable on 30th June and 31st December)

Dr. Cr.
Date Particulars Date Particulars

Rs. Rs. Rs. Rs. Rs. Rs.

(1) (Nominal Value Column)
Debit

Credit

(2) (Interest/Dividend Column) 
Credit 

(3) (Cost Column) Debit 
Credit 

9.5

(Cum-interest or cum-dividend transactions)

N
om
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(Ex-interest or ex-dividend transactions)

(Brckerage and other charges
relating to purchase and sale of investments)

9.6

(Purchase and sale of investment on the date
of interest)

(1) Investment A/c Dr. [ + × ]
To Bank A/c

(2)
Bank A/c Dr. [ × ]

To Interest or
Divident A/c

(3)  Bank A/c Dr. [ - × ]
To Investment A/c

(4) 
Interest/Divident A/c  Dr.

To P. L. A/c.

(Purchases and sales of investment
on dates other than the interest dates)
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(1) (Cum-interest or cum-dividend purchase)

(i) Investment A/c Dr. 

Interest A/c Dr. 

To Bank A/c 

(ii) Bank A/c Dr. 

To Interest A/c.

1 1 X Ltd. 95 100 2,00,000 6%
30 31 31

X Ltd.

BOOKS OF X LTD.
6% Government Securities A/c.

(Interest dates 30th June and 31st December)
Dr. Cr.
Date Particulars Nominal Interest Cost Date Particulars Nominal Interest Cost

Value Value

Rs. Rs. Rs. Rs. Rs. Rs.
March1 To Bank A/c 2,00,000 4,000 1,86,000 June 30 By Bank A/c — 6,000 —
Dec.31 To P. L. A/c 8,000 Dec.31 By Bank A/c — 6,000 —

Dec. 31 By Balance c/d 2,00,000 — 1,86,000
2,00,000 12,000 1,86,000 2,00,000 12,000 1,86,000

Working : = 952,00,000 100  = Rs. 1,90,000

31 1

  
6 42,00,000 100 12

     4,000

1,86,000
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(2) (Ex-interest or ex-dividend purchase)

(1) Investment A/c Dr. [ ]
Interest A/c Dr [ ]

To Bank A/c [ + ]
(2) Bank A/c Dr. [ ]

To Interest A/c
2 1 X Ltd. 2,00,000 6%

100 104 1/2%
30 31 31 X Ltd.

BOOKS OF X LTD.
6% Government Securities A/c.

(Interest dates 30th June and 31st December)
Dr. Cr.
Date Particulars Nominal Interest Cost Date Particulars Nominal Interest Cost

Value Value

Rs. Rs. Rs. Rs. Rs. Rs.
March1 To Bank A/c 2,00,000 4,000 2,09,000 June 30 By Bank A/c — 6,000 —
Dec.31 To P. L. A/c 8,000 Dec.31 By Bank A/c — 6,000 —

Dec. 31 By Balance c/d 2,00,000 — 2,09,000
2,00,000 12,000 2,09,000 2,00,000 12,000 2,09,000

Working : = 
1042,00,000
100

    =   Rs.  2,08,000

1 05% 2,00,000
2 100

    =   Rs.     1,000

2,09,000
31 1

  
6 42,00,000

100 12
     4,000

2,13,000
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(3) [Cum-interest or cum-dividend sales] 

1. Bank A/c Dr. [ ]

To Investment A/c [ ]

To Interest A/c [ ]

2.

(i) Investment A/c Dr. [ ]
To P. L. A/c

(ii) P. L. A/c Dr. [ ]

To Investment A/c

3 : 1 S. Ltd.- 94 100 1,500 6%
31 30 1 S. Ltd.

95 450 S. Ltd. 31
96 S.Ltd.-

BOOKS OF X LTD.
6% Debentures A/c.

(Interest dates 31st March and 30th Sept.)
Dr. Cr.
Date Particulars Nominal Interest Cost Date Particulars Nominal Interest Cost

Value Value

Rs. Rs. Rs. Rs. Rs. Rs.

April 1 To Balan. b/d 1,50,000 — 1,41,000 June 1 By Bank A/c 45,000 450 42,300

Mar.31 To P. L. A/c 6,750 Sept.30 By Bank A/c — 3,150 —

Mar.31 By Bank A/c — 3,150 —

Mar.31 By Balance c/d 1,05,000 — 98,700

1,50,000 6,750 1,41,000 1,50,000 6,750 1,41,000
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Working : (1) Rs.

= 450 × Rs. 95 = 42,750

31 1

6 245,000 100 12 = 450

42,300

(2) 31 30

Rs.   6 11,50,000 45,000 100 2   = 3,150

(3) (1,500 – 450) × Rs. 94 = 98,700

  [ ]

(4) [Ex-interest or Ex-dividend Sale] 

(1) Bank A/c Dr.   [ + ]

To Investment A/c   [ ]

To Interest A/c   [ ]

(2)

(i) Investment A/c  Dr.   [ ]

To P. L. A/c

(ii) P. L. A/c  Dr.   [ ]

To Investment A/c
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4 : 3 450 95

BOOKS OF X LTD.
6% Debentures A/c.

(Interest dates 31st March and 30th Sept.)
Dr. Cr.
Date Particulars Nominal Interest Cost Date Particulars Nominal Interest Cost

Value Value

Rs. Rs. Rs. Rs. Rs. Rs.

April 1 To Balan. b/d 1,50,000 — 1,41,000 June 1 By Bank A/c 45,000 450 42,750

Mar.31 To P. L. A/c 6,750 450 Sept.30 By Bank A/c — 3,150 —

Mar.31 By Bank A/c — 3,150 —

Mar.31 By Balance c/d 1,05,000 — 98,700

1,50,000 6,750 1,41,450 1,50,000 6,750 1,41,450

Working : Rs.
(1) 450 × Rs. 95 = 42,750
(2) 1 1

2 = 6 245,000 100 12   = 450

(3) 30 31

  6 11,50,000 45,000 100 12    = 3,150

(4) = (1,500 – 450) × Rs. 94 = 98,700
(5) =

[Valuation of investment and closing of
investment accounts]

(FIFO) (LIFO basis)
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[ Bonus Shares and Rights Shares]

Debit

Debit
Debit

Credit

5. 1 Jupiter Ltd.- ITC Ltd.- 1,000 15%
100 1,05,000 1 500

53,500 1 600 57,300
30 400 38,400 31 400
55,000

ITC Ltd. 30 31 Jupiter Ltd. 31
Jupiter Ltd.-

BOOKS OF S. LTD.
15% Debentures in ITC Ltd. A/c.

(Interest dates : 30th June and 31st Dec.)
Dr. Cr.
Date Particulars Nominal Interest Cost Date Particulars Nominal Interest Cost

Value Value

Rs. Rs. Rs. Rs. Rs. Rs.

April 1 To Balance b/d 1,00,000 3,750 1,05,000 June 30 By Bank A/c (3) — 11,250 —

(Note 1)

May 1 To Bank A/c(2) 50,000 2,500 51,000 Nov. 1 By Bank A/c (4) 60,000 3,000 57,300

Nov.30 To Bank A/c(5) 40,000 2,500 38,400 Dec.31 By Bank A/c (6) 40,000 3,000 52,000

May 31 To P. L. A/c(8) — 18,625 6,684 Dec.31 By Bank A/c (7) — 6,750 —

Mar.31 By Balance c/d 90,000 3,375 91,784

(9)

1,90,000 27,375 2,01,084 1,90,000 27,375 2,01,084
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Working : Rs.

(1) 1 = 15 31,00,000 100 12  = 3,750

(2) 50,000 
= 53,500

 15 450,000 100 12  = 2,500

51,000

(3) 30 = Rs. (1,00,000 + 50,000) = Rs. 15 11,50,000 100 2  = 11,250

(4) 1 )
57,300

15 460,000 100 12  = 3,000

(5) 30 40,000
38,400

 15 540,000 100 12  = 2,500

(6) 31 40,000
55,000

15 140,000 100 2  = 3,000

52,000

(7) 31   15 11,90,000 1,00,000 6,750100 2   

(8) Rs. (57,300+52000) = Rs. 1,09,000

                         
 1,05,000 51,000 38,400

1,00,0001,90,000
 

 = Rs. 1,02,316

6,684

(9) 31 = 15 990,000 100 12   = Rs. 3,375
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6. 1.1.2016 Welcome Ltd.- Mukti Ltd.- 10 10,000
1,25,000

15.5.2016 Multi Ltd.
Multi Ltd. 3 

7 30
Welcome Ltd. 2,000

2 25.5.2000
15.10.2016 Mukti Ltd. 30 2000 20%
Welcome Ltd. 31.12.2016

BOOKS OF WELCOME LTD.
Investment in Equity Shares of Mukti Ltd.

Dr. Cr.
Date Particulars Nominal Interest Cost Date Particulars Nominal Interest Cost

Value Value

Rs. Rs. Rs. Rs. Rs. Rs.

2016 2016

Jan. 1 To Balance b/d 1,00,000 — 1,25,000 May 25 By Bank — — 8,000

(Sale of Rights)

May15 To Bonus Shares 50,000 — — Oct.15 By Bank — 20,000 —

(Divident on

Rs. 1,00,000

@ 20%)

May15 to Bank (appl. 20,000 — 14,000 Dec.31 By Balance c/d 1,70,00 — 1,43,000

money for

Rights)

June15 To Bank (Call — — 12,000

Money @ Rs.6)

Dec.31 To P. L. A/c — 20,000 —

1,70,000 20,000 1,51,000 1,70,000 20,000 1,51,000
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Working :

= 310,000 5   =  Rs.  6,000

2,000
4,000

9.7

9.8

(MCQ Questions)
1.

2.

3.
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4.

5.

1.

2.

3.

1.

2.

1. 1.1.2018 50,000 6%
47,000 31 20,000 95 

1 1,00,000 96 1
70,000 98 31.12.2019

99 30 31 31

(Ans. Rs. 4,430,
31.12.2018 Rs. 74,880)



NSOU  6CC-CO-06 261

2. 1 2018 Rose Ltd. Sun Ltd. 12% 100 
400 50,000 30 31

1 21,400 200 1 28,650
300 30 19,200 200 

31 32,250 300 Rose Ltd. 31
Rose Ltd.

(FIFO) Rose Ltd.

(Ans. Closing Balance : Nominal Rs. 20,000, Capital Rs. 19,200,
Loss on Sale : 1.1.2000, Rs. 8,850. 31.12.2000 Rs. 2,450)

3. 1.1.2019 X. Ltd. 100 12% 2,000
2,50,000 1 1

1 95 500 1 99 800
31 98 400 30

99 400

2% 31 X Ltd.

(Ans. Closing Balance : Nominal Rs. 1,70,000, Capital Rs. 1,45,872, Loss
on Sale (on average cost basis) 1.1.2001 Rs. 17,440, 30.9.2001 Rs. 8,888)

4. 2019 X Ltd.

1 24,000 90.875 

15 10,000 92.625

1 6,000 91.375

1 4,000 93.125

1 12,000 94.125

31 30 0.125%

X Ltd. dt. 31

(Ans. Closing Balance : Nominal Rs. 28,000
Capital Rs. 25,780, Profit on Sale Rs. 105)



NSOU  6CC-CO-06262

5. 1.3.2018 B. Das 100 200 24,000
30.6.16 5 2 B.Das 50%

2 30.6.2018
1 : 5 15.2.2018 30

10%

31 2018 B. Das

(Ans. Closing Balance : Nominal Rs. 28,000, Capital 27,920
Dividend transferred to P.L. A/c Rs. 2,800)
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10  (Business Acquisition)

10.0

10.1

10.2

10.2.1

10.2.2

10.2.3

10.2.4

10.3

10.4

10.5

10.6

10.7

10.8

10.0
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10.1

10.2

50% 

10.2.1 

ABC Inc. XYZ Corp. 

ABC Inc. 
ABC Inc. 

ABC Inc. 
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10.2.2 

AOL
1985 2000

10.2.3 

10.2.4 

Merger Acquisition-
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Merger Acquisition

10.3
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Goodwill 

10.4

10.5

: 1

Calculation fo Profit Prior to Incorporation by preparing a statement

A Ltd. was incorporated on 1.8.2020. It took over the business of M/s B and B with
effect from 1.4.2020 Ascertain the profit prior to incorporation and the profit after incorporation
from the following figures related to the year ending 31st March, 2021.

1. Sales for the year were Rs. 60,00,000 which included sales up to 1.8.2020 Rs.
25,00,000
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2. Gross Profit for the year was Rs. 18,00,000.

3. The expenses debited to profit and loss account were as follows :

Rs.

Rent 84,000

Salaries 1,50,000

Directors’ Fees 38,000

Interest on debenture 30,000

Audit Fees 15,000

Discount Allowed 36,000

Depreciation 2,40,000

General Expenses 48,000

Printing and Stationery 36,000

Advertising 1,80,000

Salesman’s Commission 60,000

Interest to vendors on purchase consideration {up to 1.10.2020} 30,000

Bad Debts [Including Rs. 6,000 up to 1.8.2020] 16,000

Points to be noted :

1. Expenses to be allocated in Time Ratio are Rent, Salaries, General Expenses, Printing
& Stationery and Depreciation.

Pre-incorporation Time = 1.4.2020 to 1.8.2020

= 4 months and Post-incorporation time is 1.8.20 to 31.3.21

= 8 months.

 The Time Ration is 4 : 8 or 1 : 2

2. Gross Profit and Expenses to be allocated in Sales Ratio (here 25,00,000 : 35,00,000
or 5 : 7) are Discount Allowed, Advertising and Commission on Sales. Allocation of
Bad Debts is apparent from the problem.

3. Expenses specially chargeable to the post-acquisition period are Director’s Fees, Interest
on debenture and Audit Fees [Assuming that the audit is a statutory audit.]

4. Lastly interest on purchase consideration should be apportioned as 1.4.2020 to 1.8.2020
and 1.8.2020 to 1.10.2020.
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Solution :

Statement Showing Computation of Pre-Incorporation and Post-Incorporation
Profits

Total Ratio Applied Pre-Incorporation Post-Incorporation
Items Amount for Allocation Period Period

(1.4.20 to 31.7.20) (1.8.20 to 31.3.21)
Rs. Rs. Rs.

A. Gross Profit 18,00,000 5:7 (Sales) 7,50,000 10,50,000
B. Expenses to be charged:

Rent 84,000 1:2 (Time) 28,000 56,000
Salaries 1,50,000 "   " 50,000 1,00,000
General Expenses 48,000 "" 16,000 32,000
Printing & Stationery 36,000 "" 12,000 24,000
Depreciation 2,40,000 "" 80,000 1,60,000
Discount Allowed 36,000 5:7 (Sales) 15,000 21,000
Advertising 1,80,000 "" 75,000 1,05,000
Salesman’s Commission 60,000 "" 25,000 35,000
Directors’ Fees 38,000 — — 38,000
Interest on Debenture 30,000 — — 30,000
Audit Fees 15,000 — — 15,000
Bad Debts 16,000 Given 6,000 10,000
Interest to Vendors on
purchase consideration 30,000 2 : 1 20,000 10,000
Total Expenses 9,63,000 3,27,000 6,36,000
Net Profit (A – B) 8,37,000 4,23,000 4,14,000

(Capital Reserve) (Net Profit)

: 2

Almost similar to Illustration (1)

M and N working in partnership registered a Joint Stock Company in the name of “KP
Ltd” on 1st September, 2021 to take over their existing business with effect from 1st April,
2021.
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Dr.             Profit & Loss Account for the year ended 31.3.22 Cr.

                  Particulars Amount Particulars Amount

Rs. Rs.

To Salaries & Wages 10,000 By Gross Profit b/d 84,000

" Debenture Interest 5,000

" Depreciation 2,000

" Interest on Purchase Consideration 10,800

(up to 30.9.21)

" Selling Commission 12,000

" Director’s Fees 800

" Preliminary Expenses 1,000

" Provision for Taxes 5,000

" Dividend on Equity Shares 6,000

" Balance c/d 31,400

84,000 84,000

Sales for the year amounted to Rs. 2,25,000 including Rs. 1,50,000 between 1.9.21 and
31.3.22 Prepare a statement showing the apportionment of profits between the pre-incorporation
and post-incorporation periods.

Hints to the Solution :

1. Pre-incorporation period = 1.4.21 to 31.8.21 = 5 months

Post-incorporation period = 1.9.21 to 31.3.22 = 7 months      Time Ratio = 5:7

2. Sales Ratio = 75,000 : 1,50,000 = 1:2

3. Debenture Interest, Provision for taxes and Divided on Equity Shares are to be charged
exclusively against post-incorporation profits.

Preliminary Expenses arise only when the company comes into existence. As such
these are to be charged to the Post-Acquisition period. But as the law permits the use
of Pre-incorporation profits to reduce or write off such expenses, these have been
charged against the pre-incorporation profits. [Please see illustration 3 for a different
treatment]

4. Interest on purchase consideration has been paid up to 30.9.21 from 1.4.21 = 6 months
of which pre-incorporation period is 5 months. So it is distributed as 5 : 1.
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Solution :

Statement Showing Computation of Pre-Incorporation and Post-Incorporation
Profits

Total Ratio Applied Pre-Incorporation Post-Incorporation
                  Particulars Amount for Allocation Period Period

(1.4.21 to 31.8.21) (1.9.21 to 31.3.22)
Rs. Rs. Rs.

A. Gross Profit 84,000 1:2 (Sales) 28,000 56,000
B. Expenses Charged:

(Against profits)
Salaries & Wages 10,000 5:7 (Time) 4,167 5,833
Depreciation 2,000 — 833 1,167
Selling Commission 12,000 1:2 (Sales) 4,000 8,000
Interest on Purchase Corresponding
Consideration 10,800 5:1 (Time) 9,000 1,800
Debenture Interest 5,000 — — 5,000
Directors’ Fees 800 — — 800

40,600 18,000 22,600
Net Profit [A–B] 43,400 10,000 33,400

Less : Appropriabons
Preliminary Expenses –1,000 –1,000 —
Provision for Taxes –5,000 –5,000
Equity Dividend –6,000 –6,000
Balances carried forward 31,400 9,000 22,400

(Capital Reserve) (Net Profit)

: 3

Applications of different ratios 
Moon Ltd. was incorporated on 1st July, 2020 to acquire a running business with effect

from 1st April, 2020. The accounts for the year ended 31st March, 2021 disclosed the
following :
1. There was a gross profit of Rs. 3,00,000.
2. The sales for the first year amounted to Rs. 12,00,000 of which Rs. 2,40,000 were for

first 6 months.
3. The expenses debited to Profit and Loss included — Director’s Fees Rs. 15,000; Bad

Debts Rs. 3,600; Advertising Rs. 12,000 (under a contract amounting to Rs. 1,000 per
month); Salaries and General Expenses Rs. 64,000; Preliminary Expenses Written Off
Rs. 5,000 and Donation to a political party given by the company Rs. 5,000.
Prepare a statement showing the amount of profit made before and after incorporation.
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Point to be noted :

1. Sales are not uniform throughout the year. In the first 6 months sales amounted to Rs.
2,40,000, whereas sales during the later 6 months amounted to (Rs. 12,00,000 – Rs.
2,40,000) or Rs. 9,60,000.

2. Preliminary expenses and donation are to be exclusively appropriated against post-
incorporation profits.

Solution :

Statement Showing Computation of Pre-Incorporation and Post-Incorporation
Profits

Total Ratio Applied Pre-Incorporation Post-Incorporation
                 Particulars Amount for Allocation Period Period

(1.4.21 to 31.8.21) (1.9.21 to 31.3.22)
Rs. Rs. Rs.

A. Gross Profit 3,00,000 Sales Ratio 30,000 2,70,000
[Note 1]

B. Expenses Charged:
Bad Debts 3,600 " 360 3,240
*Advertising [Note 2] 12,000 Time Ratio (1:3) 3,000 9,000
Salaries and General
Expenses 64,000 " 16,000 48,000
Directors’ Fees 15,000 [Note 3] — 15,000

94,600 19,360 75,240
Net Profit [A–B] 2,05,400 10,640 1,94,760
Less : Appropnations of Profit :

Donation [Note 4] –5,000 –5,000
Preliminary Expenses –5,000 –5,000
Balances carried forward 1,95,400 10,640 1,84,760

(Capital Profit) (Revenue)

 Notes to the solution :

 1. Sales for the first 6 months = Rs. 2,40,000

So, sales for the first 3 months = Rs. 1,20,000 (Pre-incorporation)

Sales for the remaining 9 months = Rs. 12,00,000 – Rs. 1,20,000 = Rs. 10,80,000 (Post-
incorporation)

 Sales Ratio = Rs. 1,20,000 : Rs. 10,80,000 or 1 : 9.

Gross Profit and Bad Debts have been apportioned as 1 : 9.
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2. Advertising Expenses have been uniform. So, time ratio 3 : 9 or 1 : 3 has been applied
to apportion these expenses.

3. Director’s fees are exclusive expenses of a company.

4. Preliminary expenses and donations have been appropriated against Post-incorporation
profits. Of course, donations could also be charged against post-incorporation profits
before finding out the net profits (like Director’s fees).

10.6

10.7

(MCQ Questions)
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10.8

1. Basu and Das, Financial Accounting, (Vol. II and III) Rabindra Library.

2. Hanif & Mukherjee, Financial Accounting (Vol. II and III) Tata McGsaw-Hill.
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3. Mukherjee and Mukherjee, Financial Accounting, Oxford University Press.

4. Shukla, M.C. and Grewal, T.S., Advanced Accounts, S. Chand Publication.

5. Maheswari and Maheswari, Advanced Accounting (Vol. I & II), Vikash Publishing.

6. R.L. Gupta & Radhaswamy, Advanced Accountancy (Vol. I & II), S. Chand.

7. Sehgal and Sehgal, Advanced Accounting (Vol. I & II), Taxamann.

8. Students’ Guide to Accounting Standard, Rawat, Taxmann.
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