		PART – A

1. The hire purchase system is a method of buying goods by paying in installments, where ownership is transferred only after the final payment is made.
2. Repossession refers to the right of the seller or hire vendor to take back the goods from the buyer or hirer when the buyer fails to pay the installments under a hire purchase agreement. In short, repossession is a legal remedy available to the seller in case of default by the buyer in a hire purchase agreement.
3. A dependent branch is a branch of a business that does not maintain its own complete set of accounting records and is fully controlled by the head office.
4.  Old profit-sharing ratio (Ramesh : Suresh) = 3 : 2
So,Ramesh’s old share ={3}{5} 
Suresh’s old share ={2}{5} 
New profit-sharing ratio (Ramesh : Suresh : Mahesh) = 5 : 3 : 2
Total = 10
· Ramesh’s new share = {5}{10} 
· Suresh’s new share = {3}{10} 
Convert old shares to denominator 10:
· Ramesh’s old share = {6}{10} 
· Suresh’s old share = {4}{10} 
Sacrifice = Old share − New share
· Ramesh’s sacrifice = {6}{10} - {5}{10}{1}{10} )
· Suresh’s sacrifice ={4}{10} (3}{10} {1}{10} )
Sacrificing Ratio = 1 : 1
5. Partnership is a form of business organization in which two or more persons agree to carry on a business together, share its profits, and bear its losses, in accordance with an agreement between them.
Definition (Indian Partnership Act, 1932):
“A partnership is the relation between persons who have agreed to share the profits of a business carried on by all or any of them acting for all.” 
6. [bookmark: _GoBack]New profit sharing Ratio : 3:1:1
7. A Realization Account is an account prepared at the time of dissolution of a partnership firm to ascertain the profit or loss on realization of assets and settlement of liabilities. In short: A Realization Account shows how much the firm gains or loses when it is dissolved.
8. Dissolution refers to the complete termination of a partnership firm, where the business is closed, assets are realized, liabilities are paid, and the remaining amount is distributed among the partners. In short: Dissolution = closure and winding up of the firm.
9. The Advantages of preparing departmental accounts are:
Ascertainment of profit or loss
It helps in finding the profit or loss of each department separately.
Performance comparison
The efficiency and performance of different departments can be compared easily.
Better control and management
Management can exercise effective control over departmental expenses and operations.
Helpful for decision-making
Profitable and unprofitable departments can be identified, helping in expansion or closure decisions.
10. Insolvency of a partner occurs when a partner is unable to pay his debts and is declared insolvent by a court. In a partnership firm, the insolvency of a partner results in the dissolution of the partnership, unless there is an agreement to the contrary. In short, insolvency of a partner leads to his retirement and settlement of his account as per partnership rules.
11. Uniformity in accounting practices
Accounting standards ensure consistency and uniformity in accounting methods followed by different organizations.
Reliability and transparency of financial statements
They help in presenting true, fair, and reliable financial information to users like investors, creditors, and management.
12. IFRS stands for International Financial Reporting Standards.
Meaning:
IFRS are a set of global accounting standards issued by the International Accounting Standards Board (IASB) to ensure that financial statements are consistent, comparable, and transparent across different countries.
						PART – B
13.. Hire Purchase Trading A/c for the Year ending 31.12.2020
	
To Stock out with the customers
To Stock at Shop
To Instalments due
To Purchases
To Stock Reserve
To P & L A/c (Profit) (Bal. fig)


	Rs.
9,000

18,000
5,000
60,000
10,000
20,500
	
By Cash
By Goods Repossessed
By Instalments due
By Stock Reserve
By Stock out with customers
By Stock at Shop

	Rs.
60,000
500
9,000
3,000
30,000

20,000

	
	1,22,500
	
	1,22,500



14.Branch Stock A/c
	
To Balance b/d
To Goods sent to branch
To Branch Debtors
To Branch Profit & Loss A/c (Transfer)

	Rs.
21,000
78,000
1,500
59,700
	
By Cash
By Goods sent to Branch
By Branch Debtors
By Balance c/d

	Rs.
52,500
3,000
85,200
19,500

	
	1,60,200
	
	1,60,200




Branch Debtors A/c
	
To Balance b/d
To Branch Stock A/c (Credit sales)

	Rs.
37,800
85,200
	
By Cash
By Branch expenses (bad debts, allowances, discount)
By Branch Stock (Returns)
By Balance c/d
	Rs.
85,500
6,600

1,500
29,400

	
	1,23,000
	
	1,23,000


Branch Expenses A/c
	
To Branch Debtors A/c
To Bank (Advt., Salaries & Wages, Rent & Rates)
To Petty expenses (600 − 300)
	Rs.
6,600
24,600

300
	
By Branch P & L A/c (transfer)

	Rs.
31,500

	
	31,500
	
	31,500


Branch Profit & Loss A/c
	
To Branch Expenses A/c
To General P & L A/c (Profit) (Bal. fig)

	Rs.
31,500
28,200


	
By Branch Stock A/c

	Rs.
59,700

	
	59,700
	
	59,700




15. Departmental Trading and Profit & Loss A/c for the year ending 31-3-2014
	
	Cloth Rs.
	Readymade Rs.
	
	Cloth Rs.
	Readymade Rs.

	To Opening stock
To Purchases
To Transfer from Cloth dept
To Manufacturing expenses
To Gross profit c/d (Departmental)
To Selling expenses
To Net profit c/d (Departmental)

	3,00,000

20,00,000

-

-


4,00,000

20,000

3,80,000
	50,000

15,000

3,00,000

60,000


85,000

6,000

79,000
	By Sales
By Transfer to other dept.
By Closing stock
By Gross profit b/d

	22,00,000
3,00,000



2,00,000


4,00,000
	4,50,000
Nil



60,000


85,000

	
	4,00,000
	85,000
	
	4,00,000
	85,000



General P & L A/c for the year ending 31-3-2014
	
To General expenses
To Stock reserve (closing) (60,000 × 75% × 16%)
To Net profit (bal. fig)
	Rs.

1,10,000


7,200
3,47,425
	
By Net profit b/d (3,80,000 + 79,000)
By Stock Reserve (opening) (50,000 × 75% × 15%)
	Rs.

4,59,000


5,625

	
	4,64,625
	
	4,64,625


Working Notes:
Stock Reserve has been calculated as follows:
Rate of Gross profit on sales of cloth department= 4,00,000 / 25,00,000 × 100 = 16%
Element of cloth in closing stock of readymade garments= 60,000 × 75% = 45,000
Reserve required for unrealised profit in closing stock= 45,000 × 16% = Rs. 7,200
Reserve already existing in opening stock= 50,000 × 75% × 15% = 5,625
16 Realisation A/c
	
To Sundry Assets
To Bank (Creditors)
To Bank (Expenses)
	Rs.

40,000

14,000

1,500



	
By Creditors
By Bank
By Loss to Capital A/c:
P
Q
R
	Rs.

14,000

35,500



3000

1,500

1500

	
	55,500
	
	55,500


Capital Accounts
	
	P
	Q
	R
	
	P
	Q
	R

	To Realisation (loss)
To Bank (Bal. fig)
	3,000
7,000
	1,500
8,500
	1,500
4,500
	By Balance b/d
	10,000
	10,000
	6,000

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


Bank A/c
	
To Realisation (assets)

	Rs.

35,500


	
By Realisation (Creditors)
By Realisation (expenses)
By P’s Capital
By Q’s Capital
By R’s Capital


	Rs.

14,000

1,500

7,000

8,500

4,500

	
	35,500
	
	35,500


17.Realisation Account
	Dr.
	Rs.
	Cr.
	Rs.

	To Sundry Liabilities
	1,05,000
	By Assets (Cash, Bills, Debtors, Stock, Plant, Goodwill)
	1,10,000

	To Realisation Expenses
	2,000
	By Cash (Assets realised)
	79,750

	To Loss on Realisation transferred to:
	
	
	

	X (3/5)
	22,950
	
	

	Y (1/5)
	7,650
	
	

	Z (1/5)
	7,650
	
	

	Total
	1,45,250
	Total
	1,45,250


Working Notes
1. Total assets transferred to Realisation Account
= Cash 1,000 + Bills 4,000 + Debtors 25,000 + Stock 40,000 + Plant 30,000 + Goodwill 10,000
= Rs.1,10,000
2. Assets realised = Rs.79,750
3. Realisation expenses = Rs.2,000
4. Total debit
= Sundry liabilities 1,05,000 + Expenses 2,000 = Rs.1,07,000
5. Loss on Realisation
= Total Dr. − Total Cr.
= (1,05,000 + 2,000 + Loss) − (1,10,000 + 79,750)
→ Loss = Rs.38,250
6. Loss shared in profit-sharing ratio (3:1:1)
· X = 38,250 × 3/5 = 22,950
· Y = 38,250 × 1/5 = 7,650
· Z = 38,250 × 1/5 = 7,650
18.Given
Profit-sharing ratio A : B : C = 5 : 2 : 3
C is insolvent and can pay only 40 paise per rupee (40%).
Step 1: Adjust Reserve and Realisation Loss
(a) Reserve (Rs. 4,000)
Distributed in profit-sharing ratio:
· A = 4,000 × 5/10 = 2,000
· B = 4,000 × 2/10 = 800
· C = 4,000 × 3/10 = 1,200
(b) Realisation Loss (Rs. 4,900)
· A = 4,900 × 5/10 = 2,450
· B = 4,900 × 2/10 = 980
· C = 4,900 × 3/10 = 1,470
Step 2: C’s Capital Account
	Particulars
	Rs.

	Debit balance (given)
	6,360

	Add: Share of Realisation Loss
	1,470

	Total Debit
	7,830

	Less: Share of Reserve
	(1,200)

	Net amount due from C
	6,630


Step 3: Amount Paid by C
C can pay only 40% of Rs. 6,630:
Amount paid = 6,630 × 40% = Rs. 2,652

Step 4: Deficiency in C’s Capital Account
Deficiency = 6,630 − 2,652 = Rs. 3,978
Step 5: Sharing of Deficiency (Garner v. Murray Rule)
Deficiency is borne by A and B in their last agreed capital ratio:
· A’s capital = 10,000
· B’s capital = 5,000
Ratio = 2 : 1
Deficiency sharing:
· A = 3,978 × 2/3 = Rs. 2,652
· B = 3,978 × 1/3 = Rs. 1,326

· Deficiency in C’s Capital Account = Rs. 3,978
· Shared by:
· A: Rs. 2,652
· B: Rs. 1,326
19. Roles of Accounting Standards -Accounting standards are authoritative guidelines issued by professional bodies to ensure uniformity and reliability in accounting practices. Their major roles are:
Uniformity in Accounting: Accounting standards ensure consistency in accounting methods and procedures followed by different organizations, making financial statements comparable.
Reliability and Accuracy: They help in presenting true and fair financial information by reducing ambiguity and subjectivity in accounting treatments.
Comparability of Financial Statement: By prescribing common principles, accounting standards allow comparison of financial performance and position across firms and across accounting periods.
Transparency and Disclosure: Standards require adequate disclosure of financial information, enhancing transparency for users such as investors, creditors, and regulators.
Reduction of Accounting Manipulation: They limit the scope for manipulation of accounts by providing clear rules for recognition, measurement, and presentation.
Guidance to Accountants and Auditors: Accounting standards serve as a reference point for accountants and auditors while preparing and examining financial statements.
Improved Decision-Making: Standardized and reliable financial information helps management, investors, and other stakeholders make informed economic decisions.
Legal and Regulatory Compliance:Many accounting standards are recognized by law, helping organizations comply with statutory and regulatory requirements.
Section-C
20.Hire Purchase Trading A/c for the year ending … 
	
To Goods out on H.P. (Opening stock)
To Goods sold during the year
To Stock Reserve
To P & L A/c (Profit)
	Rs.
32,000
1,60,000
27,000
41,800
	By Cash
By Goods Repossessed
By Instalments due (Closing debtors)
By Stock Reserve
By Instalments not due and unpaid (Closing stock)
By Loading on Goods Sold
	1,12,000
800
4,000

12,000
72,000

60,000

	
	2,60,800
	
	2,60,800


21. Working Notes:
 (i) Salaries and wages are to be allocated first between showroom 3/4 i.e. Rs. 36,000 and workshop 1/4 i.e. Rs. 12,000. Workshop salaries are to be charged to Department ‘C’. 
(ii) Since Radio and Gramophones are sold at showroom, salaries are to be allocated to Department ‘A’ and Department ‘B’ respectively in the ratio of 1:2. 36,000 × 1/3 = 12,000 36,000 × 2/3 = 24,000 
(iii) Rent of workshop at Rs. 500 p.m. for six months, Rs. 3,000 is to be charged to Department ‘C’ first and the balance Rs. 7,800 is to be divided equally between Department ‘A’ and ‘B’. 
(iv) Turnover ratio 1,50,000 : 1,00,000 : 25,000 = 6 : 4 : 1
Departmental Trading and Profit & Loss A/c for the six months ending 31-03-2013
	
	 A
	B
	C
	
	A
	B
	C

	To Purchases
To Gross Profit
To Salaries & Wages
To Rent
To Sundry Exp.
TO Net Profit
	1,40,700
69,40
12,000
3,900
6,000
47,500
	90,600
29,700
24,000
3,900
4,000
-
	64,400
5,200
12,000
3,000
1,000
-
	By Sales
By Closing Stock
By Gross Profit
By Net Loss
	1,50,000
60,100
69,400
-
	1,00,000
20,300
29,700
2,200
	25,000
44,600
5,200
10,800

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


General Profit & Loss A/c for the six months ending 31-03-2013
	
To P & L A/c (Dept. B)
TO P & L A/c (Dept. C)
TO profit
Transferred to Balance Sheet
	Rs.
2,200
10,800
34,500
	
By P & L A/c (Dept. A)
	Rs.
47,500

	
	47,500
	
	47,500


22. Working Note: Calculation of Z’s share of new goodwill 
Average profit = (12,000 + 14,000 + 16,000) / 3 = Rs. 14,000 
Goodwill = 14,000 × 2 = Rs. 28,000 
Z’s share of goodwill = 28,000 × 1/4 = Rs. 7,000 
Calculation of Z’s share of profit: 
No. of days from 01-01-2021 to 14-03-2021 = 73 days 
Profit for 73 days = 14,000 × 73 / 365 = Rs. 2,800 
Z’s share of profit = 2,800 × 1/4 = Rs. 700
Journal Entries:
	
	Rs.
	Rs.

	Reserve A/c                                                                                                               Dr
To X’s Capital A/c
To Y’s Capital A/c
To Z’s Capital A/c
BEING RESERVE DIVIDED IN THE CAPITAL RATIO OF 2:1:1 AS PER INSTRUCTION
X’s Capital A/c                                                                                                          Dr
Y’s Capital A/c                                                                                                        Dr
Z’s Capital A/c                                                                                                         Dr
To Goodwill A/c
BEING EXISTING GOODWILL WRITTEN OFF IN THE OLD RATIO OF 2:1:1 
X’s Capital A/c                                                                                                          Dr
Y’s Capital A/c                                                                                                          Dr
To Z’s Capital A/c    
Being z’s share of goodwill adjusted by debiting Xand Y capitals A/C in their gaining ratio of 2:1 
Interest on Capital A/c                                                                                            Dr
To Z’s Capital A/c    
Being interest on Z’s capital to the date of death 
P & L Suspense A/c                                                                                                 Dr
To Z’s Capital A/c
Being Z’s share of profit to the date of death 
	6,400





4,000
2,000
2,000


4,667
2,333



100


700


	
3,200
1,600
1,600





8,000



7,000



100


700



 Z’s Capital A/c 
	
To Goodwill
To Z executor A/C
	Rs.
1,600
17,800
	
By Balance b/d
By Interest on Capital
By Reserve
By X’s Capital
By Y’s Capital
By P & L Suspense
	Rs.
10,000
100
1,600
4,667
2,333
700

	
	19,400
	
	19,400


23. Realisation A/c 
	
To Stock
To Investments
To Debtors
To Land & Buildings
To Goodwill
To Bank (Expenses)
To Bank (creditors)

	Rs.
69,000
6,000
70,000
1,25,000
25,000
2,000
47,500
	
By Sundry Creditors
By Bank (Assets realised)
By Loss transferred to Current A/c: 

	Rs.
47500
2,31,000

66,000


	
	3,44,500
	
	3,44,500




Current Accounts 
	
	A
	B
	C
	
	A
	B
	C

	To Realisation A/c
To Capital A/c
	24,750
-
	24,750
250
	16,500
-
	By Balance b/d
By  Capital A/c
	15,000
9,750
	25,000
-
	12,500
4,000

	
	24,750
	25,000
	16,500
	
	24,750
	25,000
	16,500


Capital A/C
	
	A
	B
	C
	
	A
	B
	C

	To current A/c
To bank A/c
	9,750
65,250
	-
75,250
	4,000
96,000
	By Balance b/d
By  Current A/c
	75,000
-
	75,000
250
	1,00,000
-

	
	75,000
	75,250
	1,00,000
	
	75,000
	75,250
	1,00,000


Bank A/c 
	
To Balance b/d 
To Realisation A/c 

	Rs.
55,000

2,31,000
	
By Realisation A/c (Expenses)
By Realisation A/c (Creditors)
By A’s Capital A/c 
By B’s Capital A/c
By C’s Capital A/c
	Rs.
2,000
47,500
65,250
75,250
96,000

	
	2,86,000
	
	2,86,000


24. 
	Basis
	Ind AS (Indian Accounting Standards)
	IFRS (International Financial Reporting Standards)

	Meaning
	Ind AS are accounting standards notified for use in India
	IFRS are globally accepted accounting standards

	Issued by
	Issued by the Institute of Chartered Accountants of India (ICAI) and notified by the Ministry of Corporate Affairs (MCA)
	Issued by the International Accounting Standards Board (IASB)

	Applicability
	Applicable to specified classes of Indian companies as per Companies Act, 2013
	Applicable in more than 140 countries worldwide

	Objective
	To converge Indian accounting practices with IFRS while considering Indian economic conditions
	To provide a single global accounting language for financial reporting.


	Nature
	Converged standards (IFRS with modifications known as carve-outs)
	Pure global standards without country-specific modifications

	Legal Status
	Mandatory in India for certain companies
	Mandatory only if adopted by a country

	Carve-outs
	Contains carve-outs and carve-ins to suit Indian laws and conditions
	No carve-outs; uniform standards globally

	Presentation of Financial Statements
	Follows Schedule III of Companies Act along with Ind AS
	Follows IFRS-prescribed formats

	Fair Value Use
	Fair value used but with restrictions in some cases
	Extensive use of fair value measurement

	Focus
	Balances global practices with Indian legal and economic environment
	Focuses on global comparability and transparency
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