Financial Accounting II
Answer Key
Section – A
1. According to R.N. Carter, A Branch Account is an account prepared in the books of the Head Office to ascertain the profit or loss of a branch and to record all transactions relating to that branch.
2. A hire purchase system is a type of financial arrangement where a buyer agrees to pay for an item in installments over a period of time. The buyer gets immediate possession of the item (such as a car or appliances) but doesn't own it outright until the full payment is made.
3. Cash in Transit refers to cash sent by the Head Office to a branch (or vice versa) but not yet received on the date of preparing accounts. It is shown as an asset and added to the cash balance to ensure correct accounting.
4. Departmental accounting is an accounting method that involves maintaining separate financial records for different departments or sections within a business or organization. This allows a company to track and analyze the performance, revenues, expenses, and profitability of each individual department.
5. New ratio – 25:15:8, Sacrificing ratio – 5:3.
6. New profit-sharing ration – 4:1.
7. The purpose of preparing a Revaluation Account is to ascertain the profit or loss arising from the revaluation of assets and liabilities at the time of admission, retirement, or death of a partner.
8. Goodwill is the value of a firm’s reputation that enables it to earn excess profits over the normal return on capital. It represents the benefit of factors such as brand name, customer loyalty, and managerial efficiency.
9. Gaining Ratio refers to the proportion in which the remaining partners acquire the share of profit of a retiring or deceased partner. It represents the increase in the profit-sharing ratio of the continuing partners.
10.  Two functions of the Accounting Standards Board (ASB) are:
(1) To formulate and issue accounting standards to ensure uniformity in accounting practices.
(2) To provide guidance on the application of accounting standards for proper financial reporting.
11. GP Dept. A – Rs.16800, Dept. B – Rs. 10800
12. Closing Debtors – Rs.4100
                                 Section - B
13. Branch Profit – Rs. 5340
14. Gross Profit A: Rs. 50000; B: 20000
15. Average Profit: Rs. 12000; Goodwill: Rs. 36000
16. Revaluation Profit Rs. 24000
	17. Basis
	Branch Account
	Departmental Account

	Meaning
	Prepared to ascertain the profit or loss of a branch
	Prepared to ascertain the profit or loss of each department

	Location
	Branches are situated at different places
	Departments are located at the same place

	Control
	Branches operate under the control of Head Office
	Departments function under the same management

	Books
	Branch usually does not maintain complete books
	Departments do not maintain separate books


18. Interest paid on first installment: Rs. 545; II installment: Rs. 372.25; III instalment: Rs. 182.75
19. Objectives of Financial Statements
1.To present a true and fair view of the financial position of the business. 
2. To ascertain the profitability of the enterprise during a particular period.
3. To provide information about assets, liabilities, and capital of the firm.
4. To help management in planning, controlling, and decision-making.
5. To assist investors in assessing the safety and return on their investment.
6. To help creditors evaluate the creditworthiness and liquidity position of the business.
7. To provide information useful for comparison with past performance and other firms.
8. To disclose accounting policies and significant financial information transparently.
9. To facilitate compliance with legal and statutory requirements.
10. To serve as a basis for taxation, valuation, and other financial analyses.




SECTION - C
20. Machinery a/c total = 36448, Hire vendor a/c total = 24,776
21.  GP – Dept A- 4080; Dept B- 8640; Dept C – 12480
22. Revaluation Profit – A – 10,050; B – 3,350
Capital a/c – A- 40,050; B- 23,350; C- 20,000
B/S – L- 1,28,400 ; A – 1,28,400 
23. Loss on Revaluation A – Rs. 8000, B – Rs. 8000, C- Rs. 4000
24.  	The development of Accounting Standards in India has been a gradual process aimed at ensuring uniformity, transparency, and reliability in financial reporting. Initially, accounting practices in India lacked consistency, as different enterprises followed different methods of accounting. To overcome this problem, the Institute of Chartered Accountants of India (ICAI) took the initiative in standard-setting. In 1977, the ICAI constituted the Accounting Standards Board (ASB) to formulate and issue accounting standards.
The ASB formulates standards after extensive consultation with industry experts, government authorities, academicians, and other stakeholders. The issued standards are known as Indian Accounting Standards (AS) and are recommendatory in nature initially. Later, with the backing of the Companies Act, these standards became mandatory for companies.
 	With globalization and the need for international comparability, India began converging its standards with International Financial Reporting Standards (IFRS). As a result, Ind AS (Indian Accounting Standards) were introduced by the Ministry of Corporate Affairs. Ind AS are largely converged with IFRS and are applicable to specified classes of companies. Overall, the development of accounting standards in India has strengthened financial reporting, improved comparability, and enhanced investor confidence.





