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PART- A (10 × 2 = 20 Marks)
Answer any TEN questions.

1.   Hire purchase systems are responsible for bringing high value durable goods and its type of credit-based purchase agreement where a buyer (hirer) takes immediate possession of goods but pays for them in installments over a specified period. The key characteristic is that legal ownership of the goods remains with the seller (vendor) until the final installment is paid.                               
2.   Instalment purchase system, the property in goods passes to the purchaser immediately on signing the contract. Sale is outright but payment is made by different instalments. The amount of instalment and the interest payable are determined at the time of signing the contract.         
3. Departmental accounts are specialized financial records maintained for individual departments, divisions, or product lines within a single business entity to determine the profitability and performance of each unit separately. By preparing distinct trading and profit & loss accounts for each department, management can evaluate efficiency, allocate costs accurately, and make informed decisions regarding growth or restructuring. 
4. Opening Debtors = Closing Debtors + Cash Received + Discount Allowed - Credit Sales = 7700+42500+1800-51000 = Rs. 1000
5. (i) On the basis of floor space; (ii) On the basis of value of machineries; (iii) On the basis of No. of workers or wages of each deptt.; (iv) On the basis of sale ratio.
6. A's old share = 3/5
A's sacrifice to C = 1/5 * 1/2 = 1/10
A's new share = 3/5 - 1/10 = (6 - 1)/10 = 5/10
B's share = 2/5
B's sacrifice to C = 1/5 * 1/2 = 1/10 
B's new share = 2/5 - 1/10 = (4 - 1)/10 = 3/10
C's share = 1/10 + 1/10 = 2/10
New profit sharing ratio: 5:3:2
7. Total profits for 5 years = 9,600 + 14,400 + 20,000 + 6,000 + 10,000 = Rs.60.000 
Average profit per year = Rs. 60,000 / 5 years = Rs. 12,000 Goodwill = Average profit * No. of years of purchase = Rs. 12,000*3
Goodwill = Rs. 36,000
8. Journal Entries
	S.NO
	PARTICULARS
	DEBIT
	CREDIT

	1
	Cash A/c Dr
	30000
	

	
	To Goodwill A/c
	
	10000

	
	To C’s Capital A/c
	
	20000

	
	[Being amount of goodwill and capital brought in cash]
	
	

	2
	Goodwill A/c Dr
	10000
	

	
	To A’s Capital A/c
	
	5000

	
	To B’s Capital A/c
	
	5000

	
	[Being amount of goodwill transferred to old partners capital in their sacrificing ratio i.e. equal]
	
	


9. Dissolution of a partnership firm is the complete termination of the partnership business, where the firm ceases to exist as a legal entity. It involves closing down operations, selling all assets to pay off liabilities, settling partner accounts, and distributing any remaining funds, effectively ending the business name. 
10. Journal Entries
	S.NO
	PARTICULARS
	DEBIT
	CREDIT

	1
	Cash A/c Dr
	5000
	

	
	To Realisation A/c
	
	5000

	
	[Being unrecorded asset realised]
	
	

	2
	Realisation A/c Dr
	3000
	

	
	To Cash A/c
	
	3000

	
	[Being unrecorded liability paid]
	
	


11. Indian Accounting Standards (Ind AS) are a set of accounting rules and principles, mandatorily applicable to specified Indian companies, designed to harmonize Indian financial reporting with International Financial Reporting Standards (IFRS). Issued by the Ministry of Corporate Affairs under the supervision of ICAI, they aim to enhance transparency, comparability, and global acceptance of financial statements. 
12. Accounting Standards are authorized, written policy documents, rules, guidelines, and procedures issued by accounting bodies to govern how financial transactions are measured, recognized, treated, presented, and disclosed in financial statements. They ensure uniformity, consistency, and comparability in financial reporting, enhancing reliability for investors, regulators, and creditors. 
 		PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
13. Calculation of Interest
	Date of Payment (1)
	Total Cash Price Rs. (2)
	Instalment Paid Rs. 
(3) = (4+5)
	Interest Paid Rs. (4)
	Cash Price Paid Rs. (5)

	
	140000
	
	-
	

	Down Payment
	40000
	40000
	
	40000

	
	100000
	45000
	(100000 x 20%) = 20000
	25000

	1st instalment
	25000
	
	
	

	
	75000
	40000
	(75000 x 20%) = 15000
	25000

	2nd instalment
	25000
	
	
	

	
	50000
	35000
	(50000 x 20%) = 10000
	25000

	3rd instalment
	25000
	
	
	

	
	25000
	30000
	(25000 x 20%) = 5000
	25000

	4th instalment
	25000
	
	
	

	
	Nil
	190000
	50000
	140000


14. In the Books of Head Office Hyderabad Branch A/c
	Dr.
	
	Rs.
	Cr.
	
	Rs.

	2020
	
	
	2020
	
	

	Jan. 1
	To Balance b/d
	
	Dec. 31
	By Bank
	

	
	Stock
	15,000
	
	Cash Sales - 60000
	

	
	Debtors
	30,000
	
	Cash received from Debtors - 210000
	270,000

	
	Petty cash
	300
	
	
	

	Dec. 31
	To Goods sent to branch A/c
	252,000
	Dec. 31
	By Goods Sent to branch [Returns to H.O.]
	2,000

	
	To Bank:
	
	
	By Balance c/d:
	

	"
	Salaries - 9000
	
	
	Stock
	25,000

	
	Rent & Rates - 1500
	
	
	Debtors
	48,000

	
	Petty Cash - 1100
	11,600
	
	Petty cash
	200

	
	To General P&L A/c
	36,300
	
	
	

	
	(Profit)
	
	
	
	

	
	
	345,200
	
	
	345,200


15. Working Note: (i) 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 * ⅜ = Rs. 18,000
Goodwill to be credited to L on his death = 18,000 * ½ = Rs. 9,000
(ii) Calculation of Gaining Ratio: 
Gaining ratio: New ratio - Old ratio 
M = ⅗ - 4/8 = 24 - 20/40 = 4/40
P = ⅖ - ⅛ = 16 - 5/40 = 11/40
Gaining ratio of M & P: 4:11
Journal Entries                                         
PARTICULARS	DEBIT	CREDIT
M’s Capital A/c                      Dr.	2400	6600	
P’s Capital A/c                       Dr.		
To L’s Capital A/c		9000
[Being the goodwill adjusted by debiting gaining partners in gaining ratio and crediting deceased partner]		










16.  (i) Calculation of new ratio of A & G for distribution of profit:
A's payment to purchase D's share: Rs. 7,200
G's payment to purchase D's share: Rs. 9,000
Ratio of their payment: 7,200: 9,000 (or) 4 : 5
Share taken by A out of D's share: 3/8 * 4/9 = 12/72
A's new share: Old share + Share taken from D = 4/8 + 12/72 = (36 + 12)/72 = 48/72
Share taken by G out of B's share : 3/8 * 5/9 = 15/72
C's new share: Old share + share taken from D = 1/8 + 15/72 = (9 + 15)/72 = 24/72
New ratio of A&G: 48:24 (or) 2:1
(ii) Calculation of share of profit:
A's share of profit: 21000 * 2/3 = Rs * 14,000
G's share of profit: 21000 * 1/3 = Rs * 7,000
17. Journal Entries
	S.NO
	PARTICULARS
	DEBIT
	CREDIT

	1
	Realisation A/c Dr
	12000
	0

	
	To Cash A/c
	
	1200

	
	[Being bank loan paid]
	
	

	2
	B’s Capital A/c Dr
	6000
	

	
	To Realisation A/c
	
	6000

	
	[Being stock taken over by Partner B]
	
	

	3
	Realisation A/c Dr
	1500
	

	
	To A’s Capital A/c
	
	1500

	
	[Being dissolution expenses paid by Partner A]
	
	

	4
	Cash A/c Dr
	200
	

	
	To Realisation A/c
	
	200

	
	[Being typewriter sold for cash]
	
	


18. Realisation A/c
	
	Rs.
	
	Rs.

	To Sundry Assets
	40,000
	By Creditors
	14,000

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

	To Bank (Expenses)
	1,500
	By Loss to Capital A/c:
	

	
	
	P: 3000
	

	
	
	Q: 1500
	

	
	
	R: 1500
	6,000

	
	55,500
	
	55,500


Capital A/c
	
	P Rs.
	Q Rs.
	R Rs.
	
	P Rs.
	Q Rs.
	R Rs.

	To Realisation (loss)
	3,000
	1,500
	1,500
	By Balance b/d
	10,000
	10,000
	6,000

	To Bank (Bal.fig)
	7,000
	8,500
	4,500
	
	
	
	

	
	10,000
	10,000
	6,000
	
	10,000
	10,000
	6,000


Bank A/c
	
	Rs.
	
	Rs.

	To Realisation (assets)
	35,500
	By Realisation (Creditors)
	14,000

	
	
	By Realisation (expenses)
	1,500

	
	
	By P's Capital
	7,000

	
	
	By Q's Capital
	8,500

	
	
	By R's Capital
	4,500

	
	35,500
	
	35,500



19. Key Differences Between Ind AS and IFRS
	Aspect 
	IFRS
	Ind AS

	Full Form
	International Financial Reporting Standards
	Indian Accounting Standards

	Issued By
	International Accounting Standards Board (IASB)
	Ministry of Corporate Affairs (MCA), India

	Applicability
	Globally applied in over 140+ countries
	Mandatory for specific Indian companies

	Approach
	Principles-based, flexible
	Rule-based, less flexible due to legal requirements

	Core Structure
	Focused on international, uniform standards
	Converged with IFRS, but with local "carve-outs"

	Financial Statements
	Uses terms like "Statement of Financial Position"
	Retains Indian terminologies like "Balance Sheet"



PART - C (3 × 10 = 30 Marks)
Answer any Three questions

20.
	In the books of X Car Account

	
	₹
	
	₹

	To Y's Account
	1,50,000
	By Depreciation
	30,000

	
	
	By Balance c/d
	1,20,000

	To Balance b/d
	1,50,000
	
	1,50,000

	
	1,20,000
	By Depreciation A/c
	24,000

	
	
	By Y's Account
	84,000

	
	
	By Profit and Loss Account (Loss on default)
	12,000

	
	1,20,000
	
	1,20,000

	
	
	
	

	Y's Account

	
	₹
	
	₹

	To Bank A/c
	30000
	By Car A/c
	150000

	To Bank A/c (₹ 40,000 + ₹ 6,000)
	46000
	By Interest A/c
	6000

	To Balance c/d
	80000
	
	

	
	156000
	
	156000

	To Car A/c
	84000
	By Balance b/d
	80000

	
	
	By Interest A/c
	4000

	
	84000
	
	84000

	In the Books of Y X's Account

	
	₹
	
	₹

	To Hire Sale A/c
	150000
	By Bank A/c
	30000

	To Interest A/c
	6000
	By Bank A/c
	46000

	
	
	By Balance c/d
	80000

	
	156000
	
	156000

	To Balance b/d
	80000
	By Goods Repossessed A/c
	84000

	To Interest A/c
	4000
	
	

	
	84000
	
	84000

	Goods Repossessed Account

	
	₹
	
	₹

	To X's Account
	84000
	By Bank (Sale)
	80000

	To Bank
	5800
	By Profit & Loss A/c (Loss on Repossession)
	9800

	
	89800
	
	89800


21.Sharma Dry Cleaners Ltd. Departmental Trading and Profit & Loss A/c for the year ended 31/12/2016.

	
	Dry Cleaning Rs.
	Darning Rs.
	Dyeing Rs.
	
	Dry Cleaning Rs.
	Darning Rs.
	Dyeing Rs.

	To Opening Stock
	400,000
	340,000
	940,000
	By Sales
	4,000,000
	2,000,000
	4,000,000

	To Purchases
	1,959,000
	697,000
	1,373,000
	By Inter- dept transfers
	27,000
	42,600
	43,800

	To Inter-dept. transfers
	28,200
	21,000
	64,200
	By Closing stock
	330,000
	438,000
	817,000

	To Wages
	728,000
	300,000
	246,000
	
	
	
	

	To Gross profit c/d
	1,241,800
	1,122,600
	2,237,600
	
	
	
	

	
	4,357,000
	2,480,600
	4,860,800
	
	4,357,000
	2,480,600
	4,860,800

	To Stationery
	1,806
	1,806
	1,806
	By Gross profit b/d
	1,241,800
	1,122,600
	2,237,600

	To Postage
	1,350
	1,350
	1,350
	
	
	
	

	To General exp.
	79,206
	79,206
	79,206
	
	
	
	

	To Insurance
	3,360
	3,360
	3,360
	
	
	
	

	To Depreciation
	10,866
	10,866
	10,866
	
	
	
	

	To Rent & taxes
	72,000
	36,000
	36,000
	
	
	
	

	To Net profit
	1,073,212
	990,012
	2,105,012
	
	
	
	

	
	1,241,800
	1,122,600
	2,237,600
	
	1,241,800
	1,122,600
	2,237,600


22. Revaluation A/c
	
	Rs.
	
	
	Rs.

	To Stock
	2,500
	By PBDD
	
	7,500

	To Plant & Machinery
	8,500
	By Loss transferred
	
	2,100

	
	
	To Bindra
	
	1,400

	
	
	To Chandra
	
	

	
	11,000
	
	
	11,000


Partners' Capital A/c
	
	Bindra
	Chandra
	Indra
	
	Bindra
	Chandra
	Indra

	To Revaluation (loss)
	2,100
	1,400
	-
	By Balance b/d
	150,000
	75,000
	-

	To Balance c/d
	165,750
	91,450
	100,000
	By Cash
	-
	-
	100,000

	
	
	
	
	By Goodwill
	17,850
	17,850
	-

	
	167,850
	92,850
	100,000
	
	167,850
	92,850
	100,000


Working Notes: 
(i) Calculation of Sacrificing Ratio: Sacrificing Ratio = Old Ratio - New Ratio 
Bindra = ⅗-5/10 = (6-5)/10= 1/10
Chandras = 2/5-3/10 = (4-3)/10 = 1/10
Sacrificing Ratio: 1: 1.
(ii) Calculation of Hidden Goodwill:
Indra's capital for 2/10 th share: 1,00,000
	Total capital of the firm: 1,00,000 * 10/2
	Rs. 5,00,000

	Less: Actual total capital of Bindra and Chandra (after Revaluation loss) and Indra
(1,50,000+75,000-3,500+ 1,00,000)
	Rs. 3,21.500

	Hidden Goodwill
	Rs. 1,78,500


 Indra's share in Goodwill = 1,78,500 * 2/10 = Rs. 35,700
Balance sheet of Bindra, Chandra  and Indra
	Liabilities
	Rs.
	Assets
	Rs.

	Bills payable
	40,000
	Cash at Bank (60,000 + 1,00,000 + 35,700)
	195,700

	Creditors
	75,000
	Stock (25,000 – 2,500)
	22,500

	Outstanding rent
	10,000
	Debtors -100,000
	

	Capital A/cs:
	
	Less: PBDD - 2,500 
	97,500

	Bindra - 165,750
	
	Prepaid expenses
	5,000

	Chandra -91,450
	
	Plant & Machinery -170,000
	

	Indra -1,00,000
	3,57,200
	Less: Depreciation -8,500
	1,61,500

	
	482,200
	
	482,200


23. Realisation A/c
	
	Rs.
	
	Rs.

	To Machinery
	40000
	By Creditors
	64000

	To Furniture
	16000
	By Bank (assets sold)
	60400

	To Debtors
	40000
	By Loss to Capital A/c
	

	To Bank (creditors)
	60800
	P: 10800
	

	
	
	Q: 10800
	

	
	
	R: 10800
	32400

	
	156800
	
	156800


Q’s Capital A/c
	
	Rs.
	
	Rs.

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

	To Realisation (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.
	5,940
	

	R's Capital A/c          Dr.
	4,860
	

	      To Q's Capital A/c
	
	10,800

	[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]
	
	

	Cash A/c           Dr.
	21,600
	

	         To P's Capital
	
	10,800

	         To R's Capital
	
	10,800

	[Being realisation loss brought in cash by P and R as per the rule]
	
	


Capital A/c P and R
	
	P    Rs.
	R    Rs.
	
	P    Rs.
	R   Rs.

	To Realisation (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
	
	32,800
	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 Realisation
	60,800

	To Realisation
	60,400
	
	

	
	90,000
	
	90,000


24. Objectives of Financial Statements:
· Provide Information on Financial Position: To disclose the economic resources (assets) and obligations (liabilities) of a business at a specific point in time.
· Evaluate Performance and Profitability: To report the results of operations, showing profit or loss over a period.
· Assess Cash Flows: To provide information about how a company generates and uses cash, helping evaluate liquidity.
· Evaluate Management Stewardship: To show how effectively management has used resources entrusted to them.
· Facilitate Economic Decision-Making: To provide data for stakeholders to make decisions regarding investment, lending, or business operations.
Uses of Financial Statements:
· Investment Decisions: Investors use them to assess the company's profitability, growth potential, and stability.
· Credit Evaluation: Lenders and creditors analyze them to determine creditworthiness and repayment capacity.
· Management Decision-Making: Managers use them to monitor performance, plan for the future, and formulate policies.
· Performance Comparison: They allow for comparing performance against competitors or previous periods.
· Regulatory Compliance: They are essential for filing tax returns and complying with accounting standards.



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

