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Key-paper 
Section A 
I. Answer ALL the questions. (Each answer should not exceed 50 words.) 10X2=20 Marks

1. Cash price is the price of a product or service that is paid for in cash, rather than using credit or financing. It is also known as the spot price. This is the retail of the articles at which they can be purchased immediately for cash. 

2. Cash price Rs. 45,459/-. 

3.  Different kinds of Branch are 
	Dependent Branch 
	Independent Branch 
	Foreign Branch 

4. A dependent branch is a branch that relies on its head office for everything, including its books of account. The head office is responsible for maintaining the branch's accounts, determining its profit and loss, and more. 

5. New profit sharing ratio: 
Let the total Profit of the new firm		 = 1 
Share given to C 				= 1/6 
Remainder 					= 1 – 1/6 = 5/6 
A’s new ratio 				= 5/6 * 5/8 = 25/48
B’s new ratio 				= 5/6 * 3/8 = 15/48
C’s  new ratio				=1/6*8/8 = 8/48
New Ratio thus will be A:B:C 		= 25:15:8 

6. The admission of a new partner is the process of adding a new person to an existing partnership or business firm. This can happen when a firm needs more capital or guidance. A business firm seeks new partners with business expansion being one of the driving motives. As per the Partnership Act, 1932, a new partner can be admitted into the firm with the consent of all the existing partners, unless otherwise agreed upon.

7. An Insolvent partner is a partner in a business who is unable to pay their debts due to their assets being less than their liabilities, meaning they cannot meet their financial obligations related to the partnership, typically indicated by a debit balance in their capital account that they cannot cover with personal funds. 

8. Realization account is a nominal account which is prepared at the time of dissolution of a partnership firm. It is used to close the book of accounts of the firm by realizing its assets and paying its liabilities. It also shows the profit or loss made by the firm at the termination of its activities. This profit or loss is then transferred to the partners’ accounts.

9. "Dissolution of Partnership" means the termination of the business relationship between partners in a partnership firm, essentially signifying that one or more partners are no longer part of the business, leading to the winding up of the firm's affairs by settling debts and distributing remaining assets among the partners; it marks the end of the legal partnership between individuals involved in the business venture. 

10. An Account current is a ledger that tracks all transactions between two parties over a specific period of time. It shows the total amount owed by one party to the other. An Account current is a statement of transactions which represents running transactions between parties. We prepare Account Current for a specific period of time. It includes interest received or charged on transactions.

11. Interest 1st year Rs. 2050; 2nd year Rs. 1403.

12. "Reposed stock" is essentially another way of saying "stock involved in a repurchase agreement (repo)" - meaning a security that has been sold by one party to another with the agreement to buy it back at a later date at a predetermined price, essentially acting as collateral for a short-term loan; the term "repo" is more commonly used in financial markets. 

Section B
II. Answer ALL the questions. (Each answer should not exceed 200 words.) 5X5=25 Marks

13.  Solution: 
Table showing calculation of Interest
	Particulars 
(1)
	Total Cash Price (2)
	Instalment paid (3)
	Interest Paid 
4
	Cash Price paid 
5 (3-4)

	Cash Price 
	14,900
	
	
	

	Down Payment 
	4,000
	4,000
	
	4,000

	
	10,900
	
	
	

	1st Instalment 
	3,455
	4,000
	(10,900*5%) 
545
	3,455

	
	7,445 
	
	
	

	2nd Instalment 
	3,627.75 
	4,000
	(7,445*5%) 
372.25
	3,627.75

	
	3,817.25 
	
	
	

	3rd Instalment 
	3,817.25 
	4,000
	(4,000 – 3,817.25) 
182.75
	3,817.75

	
	NIL
	16,000
	1,100
	14,900




14.  Solution: 
Department Trading & Profit and Loss A/c for three months ended 31-3-24

	
	X
	Y
	Z
	
	X
	Y
	Z

	To Opening Stock 
	10,000
	14,000
	7,000
	By Sales 
	20,000
	18,000
	16,000

	To Purchases 
	12,000
	13,500
	9,700
	By Closig Stock 
	10,000
	14,900
	3,900

	To Gross Profit c/d 
	8,000
	5,400
	3,200
	
	
	
	

	
	30,000
	32,900
	19,900
	
	30,000
	32,900
	19,900

	To Direct Expenses 
	2,000
	1,500
	700
	By Gross Profits 
	8,000
	5,400
	3,200

	To Indirect Expenses 
	1,000
	900
	800
	
	
	
	

	To Stock Reserve @10 
	1,000
	1,490
	390
	
	
	
	

	To Net Profit 
	4,000
	1,510
	1,310
	
	
	
	

	
	8,000
	5,400
	3,200
	
	8,000
	5,400
	3,200


1. Indirect expenses applicable to the three departments 
54,000/1,08,000* 5,400 = Rs. 2,700 to be apportioned in the ratio of 10:9:8
2. Direct expenses are not shown in Trading A/c because rates of Gross profit given are before charging the direct expenses. 

15. Solution: 
Journal Entries 
	Particulars 
	Rs. 
	Rs.

	1. Cash A/c                                                               Dr. 
        		To Goodwill A/c  
(Being amount of goodwill brought in by Z)
	2,000
	
2,000

	2. Goodwill A/c                                      	                  Dr.
         		To X’s Capital A/c 
         		To Y’s Capital A/c 
(Being amount credited in sacrificing ratio)
	2,000
	
1,800
200

	3. X’s Capital A/c                                                    Dr. 
		Y’s Capital A/c                                                    Dr.
      		 To Goodwill A/c    
(Being old value of goodwill written off in old ratio) 
	1,200
800
	

2,000



16. Solution:
New profit sharing ratio:
        		Let the total Profit of the new firm = 1
Share given to C                            	=      	⅙
 	Remainder                                     	=      	1-⅙ = ⅚
A’s new ratio                                 	=      	⅚ * ⅝  = 25/48
        	B’s new ratio                         =      	⅚ * ⅜ = 15/48
        	C’s new ratio                         =      	1/6 *8/8 = 8/48
New Ratio thus will be:   A:B:C = 25:15:8
Sacrificing ratio : Old ratio - new Ratio
        		A = ⅝ - 25/48 = 5/48
        		B = ⅜ -15/48 = 3/48
Sacrificing Ratio = 5:3

17.  A, Solution: 
Realization A/c

	
	Rs. 
	
	Rs. 

	To Sundry Assets 
	40,000
	By Creditors 
	14,000

	To Bank (Cr)
	14,000
	By Bank 
	35,500

	To Bank (Exp) 
	1,500
	By Loan to capital A/c 
	

	
	
	P:                             3,000
	

	
	
	Q;                            1,500
	

	
	
	R:                            1,500 
	6,000

	
	55,500
	
	55,500









Capital A/c 

	
	P
	Q
	R
	
	P
	Q
	R

	To Realization 
	3,000
	1,500
	1,500
	By Balance b/d 
	10,000
	10,000
	6,000

	To Bank 
	7,000
	8,500
	4,500
	
	
	
	

	
	10,000
	10,000
	10,000
	
	10,000
	10,000
	10,000



Bank A/c 

	
	Rs.
	
	Rs.

	To Realization A/c
	35,500
	By Realization (Cr) 
	14,000

	
	
	By Realization (Exp)  
	1,500

	
	
	By P’s Capital 
	7,000

	
	
	By Q’s Capital 
	8,500

	
	
	By R’s Capital 
	4,500

	
	35,500
	
	35,500




18.  Different modes or ways in which a partnership firm may be dissolved.
	Modes of Dissolution 
1. Dissolution by Agreement 
Dissolution by Agreement: The dissolution by agreement involves the approval of all of its partners. It is stated that a firm is made by the agreement of all its members. Similarly, a firm can dissolve by the agreement or approval of its members. Compulsory Dissolution: Compulsory dissolution involves two main reasons

2. Compulsory Dissolution 
Compulsory dissolution is when a partnership firm is dissolved due to certain events that make it unlawful to continue business. 

3. Dissolution on happening of certain events 
"Dissolution on happening of certain events" refers to a legal concept, particularly within partnership law, where a partnership firm automatically dissolves when a specific event occurs, like the expiry of a fixed term, completion of a particular project, or the death of a partner, as defined in the partnership agreement or relevant legislation. 

4. Dissolution by Notice 
Dissolution by notice is a way to dissolve a partnership firm when the partnership is at will. This means that any partner can issue a written notice to the other partners to dissolve the firm. 

5. Dissolution by Court 
Dissolution by court is a way to dissolve a partnership firm when a court orders it. This can happen for a number of reasons, including: 
· Insanity: A partner becomes insane 
· Incapacity: A partner becomes permanently unable to perform their duties 
· Misconduct: A partner's actions negatively impact the firm's business 
· Breach of agreement: A partner repeatedly breaks the partnership agreement 
· Transfer of interest: A partner transfers their entire interest in the firm to a third party 
· Illegality: The firm's business activities become illegal 
· Insolvency: All or almost all partners become insolvent and are unable to enter into contracts 


19. Solution: 
Departmental Trading A/c 
	Particulars 
	A
	B
	C 
	Particulars 
	A
	B
	C

	To Opening Stock 
	1,920
	1,440 
	3,040
	By Sales 
	20,400
	43,200
	62,000

	To purchases 
	16,000
	36,000
	48,000
	By Closing stock 
	1,600
	2,880
	1,120

	To Gross profit 
	4,080 
	8,640
	12,480
	
	
	
	

	
	22,000
	46,080
	63,520
	
	22,000
	46,080
	63,520




Section C
III. Answer all the Questions 								3 X 10 = 30

20.  Solution: 
Revaluation A/c
	Particulars 
	Amount 
	Particulars 
	Amount 

	To Stock 
	500
	By Building 
	15,000

	To Furniture 
	600
	
	

	To Provision for doubtful debts 
	500
	
	

	To Profit (Transferred to partners Capital A/c)
       A -               10,050
       B  -                3,350 
	


13,400
	
	

	
	15,000
	
	15,000



Capital A/c 
	
	A
	B
	C
	
	A 
	B
	C

	To Balance c/d
	40,050
	23,350
	20,000
	By Balance b/d 
	30,000
	20,000
	-

	
	
	
	
	By Revaluation 
	10,050
	3,350
	-

	
	
	
	
	By Cash 
	-
	-
	20,000

	
	40,050
	23,350
	20,000
	
	40,050
	23,350
	20,000



Balance Sheet 
	Liabilities 
	Amount 
	Assets 
	Amount 

	Salary due 
	5,000
	Stock 			10,000
	

	Creditors 
	40,000
	Less: Depreciation          500
	9,500

	Capital:
A
	
40,050
	Prepaid Insurance 
	1,000

	B
	23,350
	Debtors   		8,000
	

	C 
	20,000
	Less: 			1,000
	7,000

	
	
	Cash 			18,000
	

	
	
	Add: C’s capital        20,000
	38,500

	
	
	       Machinery        
	22,000

	
	
	Building  		30,000
	

	
	
	Add: Appreciation     15,000
	45,000

	
	
	Furniture 		6,000
	

	
	
	Less: Depreciation 	   600
	5,400

			
	1,28,400
	
	1,28,400



21. Solution:
Calculation of cash price and interest 
	No. of instalment 
	Amount of instalment 
	Interest 
	Net cash price 

	4th 
	12,690 
	12,690 * 5/105 = 604
	12,086

	3rd 
	12,690 
	(12,690 + 12,086) * 5/105 = 1,180
	11,510

	2nd 
	`12,690
	(12,690 + 11,510 + 12,086) * 5/105 = 1728
	10,962

	1st 
	12,690
	(12,690 + 10,962 + 11,510 +12,086) * 5/105 = 2,250
	10,440

	
	50,760
						5,762
	44,998



In the books of Malan 
Machinery A/c 
	Date 
	Particulars 
	Amount 
	Date 
	Particulars 
	Amount 

	1-1-22
	To Hire vendor A/c
	44,998
	31-12-22
	By Depreciation 
	4,500

	
	
	
	
	By Balance c/d
	40,498

	
	
	44,998
	
	
	44,998

	1-1-23 
	To Balance b/d
	40,498
	31-12-23
	By Depreciation 
	4,050

	
	
	
	
	By balance c/d 
	36,448

	
	
	40,498
	
	
	40,498

	1-1-24
	To balance 
	36,448
	31-12-24
	By Depreciation 
	3,645

	
	
	
	
	By Hire Vendor 
	24,776

	
	
	
	
	By P&L A/c – loss surrender 
	
8,027

	
	
	36,448
	
	
	36,448




Hire Vendor A/c 	
	Date 
	Particulars 
	Amount 
	Date 
	Particulars 
	Amount 

	31-12-22
	To Bank (1st) 
	12,690
	1-1-22 
	By Machinery 
	44,998

	
	To Balance c/d 
	34,558
	31-12-22
	By Interest 
	2,250

	
	
	47,248
	
	
	47,248

	31-12-23
	To Bank (2nd) 
	12,690
	1-1-23
	By Balance b/d
	34,558

	
	To Balance c/d
	23,596
	31-12-23
	By Interest 
	1,728

	
	
	36,286
	
	
	36,286

	31-12-24
	To Machinery A/c 
Transfer due to surrender 
	24,776
	1-1-24
	By Balance c/d
	23,596

	
	
	
	31-12-24
	By Interest 
	1,180

	
	
	24,776
	
	
	24,776



22. Solution: 
Books of Manian Ltd. Calcutta 
Patna Branch A/c 
	2024
	Particulars 
	Amount 
	2024
	Particulars 
	Amount 

	Jan 1
	 To Balance b/d 
        Stock 
        Debtors 
	
1,250
700
	
	By Bank: 
Cash Sales                        5,400
Cash Received from debtors                     			     3,300                         
	


8,700

	
	To Goods sent to branch 
	9,100
	
	
	

	
	To Bank: 
      Rent 
      Wages
      Sundry expenses  
	
400
340
80
	
	
	

	Dec 31 
	To Stock Reserve (1,500*25/125)
	300
	Dec 31 
	By Stock Reserve (1,250*25/125)
	250

	
	To General P&L A/c (Profit) 
	1,000
	Dec 31 
	By Balance c/d 
       Stock 
       Debtors 
	
1,500
900

	
	
	13,170
	
	
	13,170



23. Solution:
Realization A/c 
	Particulars 
	Amount 
	Particulars 
	Amount 

	To Machinery 
	40,000
	By Creditors 
	64,000

	To Furniture 
	16,000
	By Bank (assets sold)
	60,400

	To Debtors 
	40,000
	By Loss to Capital A/c 
	P		     10,800
	Q		     10,800
	R		     10,800
	


32,400

	To Bank (Cr)
	60,800
	
	

	
	1,56,800
	
	1,56,800




Q’s Capital A/c 
	Particulars
	Amount
	Particulars
	Amount

	To Balance b/d 
	6,000
	By Reserve fund 
	6,000

	To Realization (loss) 
	10,800
	By P &R’s Capital (deficiency)
	10,800

	
	16,800
	
	16,800



Journal Entry 
	
	Rs. 
	Rs.

	P’s Capital A/c 					Dr. 
R’s Capital A/c 					Dr. 
	To Q’s Capital A/c 
(being deficiency in Q’s capital A/c debited to P and R’s Capital A/c’s in the adjusted Capital ratio of 11:9)
	5,940
4,860
	

10,800

	Cash A/c 						Dr. 
	To P’s Capital 
	To R’s Capital 
(Being realization loss brought in cash by P and R as per the rule) 
	21,600
	
10,800
10,800



Capital A/c of P and R 
	Particulars 
	P
	R
	Particulars 
	P
	R

	To Realization (loss)
	10,800
	10,800
	By Balance b/d 
	16,000
	12,000

	To Q’s Capital 
	5,940 
	4,860
	By Reserve fund 
	6,000
	6,000

	To Cash (bal. fig)
	16,060
	13,140
	By Cash 
	10,800
	10,800

	
	32,800
	28,800
	
	32,000
	28,800



Cash at Bank A/c 
	
	Rs. 
	
	Rs. 

	To balance b/d 
	8,000
	By P’s Capital 
	16,060

	To P’s Capital 
	10,800
	By R’s Capital 
	13,140

	To R’s Capital 
	10,800
	By Realization 
	60,800

	To Realization 
	60,400
	
	

	
	90,000
	
	90,000




24. Solution: 
Revaluation A/c
	Particulars 
	Amount 
	Particulars 
	Amount 

	To Furniture 
	300
	By Machinery A/c 
	7,500

	To Provision for bad debts 
	1,500
	
	

	To Stock 
	300
	
	

	To Profit (Transferred to partner’s capital A/c)
	5,400
	
	

	
	7,500
	
	7,500





	Particulars
	Sunil
	Devan
	Ravi
	Particulars
	Sunil
	Devan
	Ravi

	To Ravi’s Capital A/c 
	1,500
	1,5000
	-
	By Balance b/d 
	15,000
	12,000
	18,000

	To Ravi’s Loan 
	-
	-
	24,300
	By Reserve 
	1,500
	1,500
	1,500

	To Balance c/d 
	16,800
	13,800
	-
	By Sunil’s Capital A/c 
	-
	-
	1,500

	
	
	
	
	By Devan capital A/c 
	-
	-
	1,500

	
	
	
	
	By Revaluation A/c 
	1,800
	1,800
	1,800

	
	18,300
	15,300
	24,300
	
	18,300
	15,300
	24,300



Balance Sheet of Sunil and Devan as on 31-12-22
	Liabilities 
	Amount 
	Assets 
	Amount 

	Creditors 
	40,500
	Debtors 		         30,000
	

	Ravi’s Loan 
	24,300
	Less: Provision 	           1,500
	28,500

	Capital A/c 
		Sunil 
		Devan 
	
16,800
13,800
	Stock 			         15,000
	

	
	
	Less: Depreciation 	             300 
	14,700

	
	
	Machinery 	  	        43,500
	

	
	
	Add: Appreciation 	          7,500
	51,000

	
	
	Furniture 		          1,500
	

	
	
	Less: Depreciation 	             300
	1,200

	
	95,400
	
	95,400





***************


