[bookmark: _Hlk192578829]ANNA ADARSH COLLEGE FOR WOMEN (AUTONOMOUS)
End Semester Examination, Apr/May- 2026
FINANCIAL ACCOUNTING II 
Max. Marks: 75                                    ANSWER KEY                                       TIME:3 Hrs. 
PART- A (10 × 2 = 20 Marks)
Answer all questions.
1. Repossession:
The hire vendor has the right to take away the goods sold on hire purchase in the event of default made by the hire purchaser. As per Hire Purchase Act 1972 goods of small value or even goods of higher value when few instalments are paid can be repossessed without court's permission. A court order is needed to repossess goods of higher value on which larger number of instalments are paid.
Types of repossession: complete repossession and partial repossession.
2. Hirer: The buyer of the goods on hire purchase basis.
3. Features of Dependent Branch: (any 2)
(a) This type of branch sells only those goods supplied by the head office. However, some times the branch may be allowed to make purchase from the local parties for which the payments are made directly by head office.
(b) The goods may be supplied to the branch by the head office at cost price or at invoice price.
 (c) All branch expenses such as rent, salary, advertisement etc., are paid
(d) The branch manager is provided with a small amount of cash on the imprest system for meeting petty items of expenses. The petty cash book may be maintained at the branch either as simple petty cash book or on imprest system.
(e) The branch is allowed to make only cash sales though in some cases, it may be allowed to make credit sales to approved customers.
(f) The branch remits the sale proceeds (i. e., cash sales plus cash collected from debtors) periodically to the head office or credit the proceeds daily to the head office account, opened with a local bank.
4. Allocation of Indirect expenses:
Share of Indirect expenses: A: Rs. 2,900; B: Rs. 2,400;  C: Rs. 1,900; D: Rs. 1,400;        E: Rs. 3,400
5. Journal entries in the books of H.O. 
(i) Cash in transit A/c    Dr.		60,000
       To Branch A/c				 60,000 
(ii) Goods in transit A/c Dr.		30,000
        To Branch A/c 				 30,000 
6. Value of goodwill by Capitalization Method:
Goodwill  = Rs.10,000
7. Journal entry for Goodwill:
K’s capital a/c 	Dr. 	45,000
R’s capital a/c   	Dr. 	30,000 
  To S capital a/c 			75,000
Gaining ratio: 3:2
8. (i) amount to be credited to L in respect of his share of goodwill
Calculation of L's share of Goodwill: Total profit of 4 years: 24,000+ 12,000-4,000+16,000 = Rs. 48,000
L's share of profit already credited in his account = 48,000 × 3/8 = Rs.18,000
Goodwill to be credited to L on his death = 18,000 × 1/2 = Rs.9,000
(ii) Journal entry for adjustment of goodwill 
M's capital A/c.   	Dr. 2,400
P's capital A/c 	Dr. 6,600
To L's capital A/c 			9,000
[Being the goodwill adjusted by debiting gaining partners in gaining ratio and crediting deceased partner]
9. Dissolution of partnership by Court:
A court can order the dissolution of the partnership firm in the following cases:
(i) When a partner transfers/sells his share to a third party without the consent of other partners.
(ii) When a partner becomes of unsound mind.
(iii) When a partner gets disabled permanently.
(iv) When a partner is found guilty of misconduct.
(v) When the firm cannot be carried on except with losses.
10. Distribution of Cash under Proportionate Capital Method:
Absolute Surplus Capital - A: Rs. 5,000
I-A: Rs. 5,000; II-A: 1,200; B: 800
III-A: 600; B: 400; Final Loss-A: 13,200; B: 8,800
11. Accounting Standards:
ICAI defines accounting standards as "written policy documents issued by expert accounting body or by government or other regulatory body covering aspects of recognition, measurement, presentation and disclosure of accounting transactions in the financial statements".
12. i) NACAS -   National Advisory Committee on Accounting Standards 
ii) IASC - International Accounting Standards Committee

PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
13.                                  Hire Purchase Trading Account 
	Dr.
	Rs.
	Cr.
	Rs.

	To Stock with Customers (Cost)
	21,600
	By Cash
	57,720

	To Instalments Due
	2,000
	By Goods Repossessed (Loss)
	32,670

	To Goods Sold
	87,120
	By Stock Reserve
	8,100

	To Stock Reserve
	18,000
	By Stock with Customers
	48,000

	To Profit & Loss A/c
	22,770
	By Instalments Due
	5,000

	Total
	1,51,490
	Total
	1,51,490



                                             Instalment Due A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Balance b/d
	2,000
	By Cash
	57,720

	To Stock with Customers
	60,720
	By Goods Repossessed
	–

	
	
	By Balance c/d
	5,000

	Total
	62,720
	Total
	62,720



                                  Stock with the Customers A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Balance b/d
	21,600
	By Instalments Due (b/f)
	60,720

	To Shop Stock A/c
	87,120
	By Goods Repossessed
	48,000

	Total
	1,08,720
	Total
	1,08,720



14.                                            Departmental  Trading Account
	Particulars
	Dept. A Rs.
	Dept. B Rs.
	Dept. C Rs.
	Particulars
	Dept. A Rs.
	Dept. B Rs.
	Dept. C Rs.

	To Purchases
	1,40,700
	90,600
	64,400
	By Sales
	1,50,000
	1,00,000
	25,000

	To Gross Profit c/d
	69,400
	29,700
	5,200
	By Closing Stock
	60,100
	20,300
	44,600

	
	
	
	
	
	
	
	

	Total
	2,10,100
	1,20,300
	69,600
	Total
	2,10,100
	1,20,300
	69,600

	
	
	
	
	
	
	
	


                                                  Departmental  P/L Account
	To Salaries & Wages
	12,000
	24,000
	12,000
	By Gross Profit b/d
	69,400
	29,700
	5,200

	To Rent
	3,900
	3,900
	3,000
	
	
	
	

	To Sundry Exp. (6:4:1)
	6,000
	4,000
	1,000
	
	
	
	

	To Net Profit 
	47,500
	
	
	By Net Loss
	
	2,200 
	10,800 

	
	
	
	
	
	
	
	

	Total
	69,400
	31,900
	16,000
	Total
	69,400
	31,900
	16,000



	Dr.
	Rs.
	Cr.
	Rs.

	To P&L A/c (Dept. B – Loss)
	2,200
	By P&L A/c (Dept. A – Profit)
	47,500

	To P&L A/c (Dept. C – Loss)
	10,800
	
	

	To Profit transferred to Balance Sheet
	34,500
	
	

	Total
	47,500
	Total
	47,500



15.                                             Revaluation A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Debtors
	40,800
	By Bank (Sale of Scrap)
	6,000

	To bank 
	22,000
	By Bank (Sale of Unrecorded Equipment)
	14,000

	
	
	By Unclaimed Liability
	7,000

	To Profit transferred to Partners’ Capital A/c
	1,440
	By Bank
	37,240

	Total
	64,240
	Total
	64,240



16.                                                Y's Capital A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Y’s Executor’s A/c
	98,000
	By Balance b/d
	50,000

	
	
	By Reserve Fund (32,000 × 1/4)
	8,000

	
	
	By Interest on Capital
	625

	
	
	By X’s Capital A/c (Goodwill)
	23,333

	
	
	By Z’s Capital A/c (Goodwill)
	11,667

	
	
	By P & L Suspense A/c
	4,375

	Total
	98,000
	Total
	98,000

	X’s Capital A/c    Dr.
	23,333
	

	Z’s Capital A/c     Dr.
	11,667
	

	   To Y’s Capital A/c
	
	35,000


17.                                                   Realisation A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Sundry Debtors
	4,000
	By Cash (Assets realised)
	20,780

	To Stock
	5,000
	By Shyam’s Capital (Unrecorded asset)
	400

	To Fixtures
	2,000
	
	

	To Plant & Machinery
	9,000
	
	

	To Cash (Realisation expenses)
	900
	
	

	To Profit transferred to:
	
	
	

	Ram’s Capital (2/5)
	112
	
	

	Shyam’s Capital (2/5)
	112
	
	

	Mohan’s Capital (1/5)
	56
	
	

	Total
	21,180
	Total
	21,180



                                                 Creditors A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Cash (Paid)
	3,920
	By Balance b/d
	4,000

	
	
	By Discount allowed (2%)
	80

	Total
	4,000
	Total
	4,000


                                                       Capital A/c
	Dr.
	R 
	S 
	M 
	Cr.
	R 
	S 
	M 

	To Unrecorded Asset
	
	400
	
	By Balance b/d
	10,000
	4,000
	2,000

	To Cash (Final payment)
	12,112
	5,712
	3,056
	By Reserve Fund
	2,000
	2,000
	1,000

	
	
	
	
	By Realisation Profit
	112
	112
	56

	Total
	12,112
	6,112
	3,056
	Total
	12,112
	6,112
	3,056



                                                       Cash A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Balance b/d
	5,000
	By Creditors
	3,920

	To Assets realised
	20,700
	By Realisation expenses
	900

	
	
	By Ram
	12,112

	
	
	By Shyam
	5,712

	
	
	By Mohan
	3,056

	Total
	25,700
	Total
	25,700



18.                                                   Realisation A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Stock
	1,20,000
	By Cash
	1,60,000

	To Debtors
	1,50,000
	By Loss
	

	To Furniture
	6,000
	A’s Capital (3/5)
	72,600

	To cash 
	5,000
	B’s Capital (2/5)
	48,400

	Total
	2,81,000
	Total
	2,81,000



                                                            Capital A/c
	Dr.
	A 
	B 
	Cr.
	A 
	B 

	To Realisation Loss
	72,600
	48,400
	By Balance b/d
	50,000
	30,000

	
	
	
	By cash
	10,000
	

	
	
	
	By deficiency 
	12,600
	18,400

	Total
	72,600
	48,400
	Total
	72,600
	48,400


                                                          Creditors A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Cash (Payment)
	1,69,000
	By Balance b/d
	2,00,000

	To Deficiency from A
	31,000
	
	

	To Deficiency from B
	18,000
	
	

	
	
	
	

	Total
	2,18,000
	Total
	2,00,000


                                                       Cash A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To Balance b/d
	4,000
	By realisation
	5,000

	To Realisation
	1,60,000
	By Creditors
	1,69,000

	To A’s capital
	10,000
	
	

	Total
	1,74,000
	Total
	1,74,000


                                               Deficiency A/c
	Dr.
	Rs.
	Cr.
	Rs.

	To A’s Capital
	12,600
	By creditors
	31,000

	To B’s Capital
	18,400
	
	

	
	31,000
	
	31,000



19. Objectives of Financial Statements:
i.To provide information on current financial position/ liquidity of a firm.
ii. To provide a snapshot of financial activities of the firm during a period.
iii. To disclose how the organisation financially performed in the past.
iv. To examine the earning capacity of a firm in terms of investment and sales. 
v. To depict the efficiency of management in utilizing the available finance.
vi. To enable right decisions on acquisition and distribution of finance.
vii. To provide a convenient device to stakeholders for checking financial performance and setting standards to the management of the firm.
viii. To ensure proper financial forecasting and planning.
ix. To arrive at correct decisions on expansion of a firm and necessary diversification of business activities.
X. To provide replacement of fixed assets at right time.
xi. To take corrective measures for any deviations in financial performance
xii. To furnish information to Government, tax authorities and SEBI.
xiii. To project the actual financial status of a firm to the lenders and potential lenders to offer/restrict credit and additional credit for expansion.
xiv. To allocate funds and appropriate profits in a most judicious manner.
[bookmark: _GoBack]PART - C (3 X 10 = 30 Marks)
Answer any THREE Questions
20. Loss due to repossession: Rs. 10,140;
Balance in Hire Vendor's A/c: Rs. 9,420:
Balance in Asset A/c: Rs. 20,480
Repossessed goods: Rs. 20,580; Profit on Resale: Rs. 4,420
21. Branch Profit: Rs. 15,200;
Closing Debtors: Rs. 24,000
22. Journal Entries
	Particulars
	Dr. (Rs.)
	Cr. (Rs.)

	Cash A/c
	76,250
	

	  To Goodwill A/c
	
	26,250

	  To Srinath’s Capital A/c
	
	50,000

	(Being cash brought in by Srinath towards capital and goodwill)
	
	

	Goodwill A/c
	26,250
	

	Jeenath’s Capital A/c
	6,250
	

	  To Jagat’s Capital A/c
	
	32,500

	(Being Srinath’s share of goodwill and proportionate share of Jeenath credited to Jagat’s capital account)
	
	


                                                                     Capital A/c
	Dr.
	Jagat (Rs.)
	Jeenath (Rs.)
	Srinath (Rs.)
	Cr.
	Jagat (Rs.)
	Jeenath (Rs.)
	Srinath (Rs.)
	

	To Jagat’s Capital A/c
	–
	6,250
	–
	By Balance b/d
	40,000
	35,000
	–

	
	
	
	
	By Cash
	–
	–
	50,000

	To Balance c/d
	72,500
	28,750
	50,000
	By Goodwill
	26,250
	–
	–

	
	
	
	
	By Jeenath’s Capital
	6,250
	–
	–

	Total
	72,500
	35,000
	50,000
	Total
	72,500
	35,000
	50,000


                                                  Balance Sheet
	Liabilities
	Rs.
	Assets
	Rs.

	Sundry Creditors
	65,000
	Bank (50,000 + 50,000 + 26,250)
	1,26,250

	Capital A/cs:
	
	Stock
	10,000

	  Jagat           72,500
	
	Debtors            15,250
	

	  Jeenath       28,750
	
	Less: PBDD          250
	15,000

	  Srinath       50,000
	1,51,250
	Plant & Machinery
	25,000

	
	
	Building
	85,000

	Total
	2,16,250
	Total
	2,61,250


Working Note: (i) Calculation of Sacrificing ratio: Sacrificing ratio Old ratio-New ratio
Jagat = 26 / 56  (sacrifice)  Jeenath = - 5/56   (Gain)
(ii) Srinath's share of Goodwill: 70,000 X 3/8 = Rs. 26,250
(iii) As Jeenath is gaining on Srinath's admission, she will also have to compensate Jagat proportionately, by 6,250 (70,000 X 5/56)
23. Statement showing distribution of cash under maximum loss method
	Particulars
	Total Realisation (Rs.)
	Creditors (Rs.)
	Y’s Loan (Rs.)
	X Capital (Rs.)
	Y Capital (Rs.)
	Z Capital (Rs.)

	Balance b/d
	–
	62,000
	13,000
	75,000
	22,500
	67,500

	I Realisation
	45,000
	45,000
	–
	–
	–
	–

	Paid to Creditors
	–
	45,000
	–
	–
	–
	–

	Balance due
	–
	17,000
	13,000
	75,000
	22,500
	67,500

	II Realisation
	30,000
	17,000
	13,000
	–
	–
	–

	Paid to Creditors and Y’s Loan
	–
	17,000
	13,000
	–
	–
	–

	Capitals due (i)
	–
	–
	–
	75,000
	22,500
	67,500

	Maximum Loss (Rs. 85,500)
	–
	–
	–
	28,500
	28,500
	28,500

	Capital after loss
	–
	–
	–
	46,500
	(6,000)
	39,000

	Y’s debit balance shared (10:9)
	–
	–
	–
	(3,158)
	6,000
	(2,842)

	Balance paid to X & Z (ii)
	–
	–
	–
	43,342
	–
	36,158

	Capital due (iii)
	–
	–
	–
	31,658
	22,500
	31,342

	III Realisation
	70,500
	–
	–
	–
	–
	–

	Maximum Loss (Rs. 15,000)
	–
	–
	–
	5,000
	5,000
	5,000

	Amount of Credit
	–
	–
	–
	26,658
	17,500
	26,342

	Cash paid to X, Y and Z (iv)
	–
	–
	–
	26,658
	17,500
	26,342

	Capital due (iii) – (iv)
	–
	–
	–
	5,000
	5,000
	5,000



24. Difference between Ind AS and IFRS:
The following are the major point of differences between Ind.AS and IFRS.
1.Meaning:
IFRS are internationally recognized accounting standards and guidelines. Ind.AS is India. specific version of IFRS (converged).
2.Maker and Users:
IFRS are developed by IASB and used by more than 140 countries in the World. Ind.AS issued by Government of India and formulated by ASB in consultation with NACAS. They are applicable to Indian companies only.
3.Components of financial statements:
IFRS financial statements include i. Statement of financial position, ii. Statement of profit and loss, iii. Statement of changes in equity for the period and iv. Statement of cash flows for the period.
Ind. AS financial statements encompass i. Balance Sheet, ii. Profit and loss account, iii. Cash flow statement, iv. Statement of changes in equity, v. Notes to financial statements and vi. Disclosure of accounting policies.
4. IFRS prescribes comprehensive guidance for the format of preparing and presenting Income statement and Balance sheet. Ind.AS does not specify any format for preparing Income statement and Balance sheet.
5.Changes in accounting policies and statements:
IFRS allows changes in accounting policies for providing more reliability in financial statements.
Ind. AS allows changes only when statute requires adoption of a different accounting policy for more appropriate presentation and presentation of financial statements.
6.Guidance on business combinations:
IFRS excludes from its scope the aspect of business combinations of entities under common control.
Ind. AS issues clear guidelines for common control transactions require that business combinations of entities under common control should be accounted for pooling of interests method.
7.Earnings Per share:
Under IFRS, information on EPS needed to be given in consolidated financial statements only (when an entity presents consolidated and separate financial statements).
As per Ind. AS, EPS related information is to be given in consolidated financial statements and also in separate financial statements. 8.Related party disclosure:
IFRS has no requirement to eliminate any related party disclosure.
Ind. AS eliminates the need to provide related party disclosures that are considered to conflict with the confidentiality of any statute or a regulator.
8.Related party disclosure:
IFRS has no requirement to eliminate any related party disclosure.
Ind. AS eliminates the need to provide related party disclosures that are considered to conflict with the confidentiality of any statute or a regulator.
