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                       M.M:80

PART - A

Accounting for Not-for-Profit Organizations,

Partnership Firms and Companies

	1.
	Colgate and Promise are partners in a firm.  They withdrew Rs. 96,000 and Rs. 72,000 respectively during the year evenly at the end of every month.  According to the Partnership agreement, interest on drawings is to be charged @5% p.a.  Write the appropriate formula for calculating Interest on drawings.

	1

	2.
	What is the Nature of Receipts and payments Account?

	1

	3.
	 Define partnership.

	1

	4.
	Name two circumstances where Sacrificing ratios are used.

	1

	5. 
	What do you mean by issue of Debentures for consideration other than cash?

	1

	6.
	How will you deal with the following items while preparing the Income and Expenditure Account of a club for the year ended 31 Dec, 2007?
Particulars
31-12-2006
(Rs)

31-12-2007
(Rs)

Outstanding Locker Rent

950

1,350

Advance  Locker Rent

700

900`

Locker Rent received during the year 2007 Rs.12,750.

	3

	7
	List the guidelines provided by SEBI for redemption of Debentures.
	3

	8
	Karan Ltd forfeited 200 shares @ Rs.10 issued at a discount of 10% for non payment of Allotment money Rs.4 per share and First and final call money Rs. 3 per share per share. Directors reissued all these shares at a premium of Rs.20 per share fully paid.

	3

	9
	Robson, Roshan and Shrey entered into partnership on 1st Jan 2003 to share profits and losses in the ratio 5:3:2. Robson however, personally guaranteed that Shrey’s share of profits, after charging interest on capital @ 5 % p.a would not be less than Rs.15,000 in any year.

The capital was provided as follows:


Robson
         Rs.1,60,000


Roshan
         Rs.1,00,000


Shrey
         Rs    80,000

The profit for the year ended 31st Dec.2003 amounted to Rs.77,000 before providing interest on capital. Prepare Profit and Loss appropriation account.          
                                                            
	3

	10
	Roshini and Somashri are partners in a firm sharing profit in the ratio of 3:2.  Their Balance Sheet as at March 31, 2003 was as follows:

Balance Sheet of the firm as at March 31, 2003
	4

	
	Liabilities
	Rs.
	Assets
	Rs.
	

	
	Roshini’s Capital

Somashri’s Capital

Creditors


	45,000

30,000

30,000

1,05,000
	Cash

Plant

Building
	15,000

30,000

60,000

1,05,000
	

	
	The goodwill of the firm has been valued at Rs.30,000 and the building at Rs. 75,000 on March 31, 2003.  The partners decide to share profits equally with effect from April 1, 2003.  You are required to record the necessary accounting entries to be made in the books of the firm on account of change in the profit sharing ratio.

	

	11
	40,000 equity shares of Rs.100 each issued for public subscription at a premium of 10%. The full amount is
payable   on Application. Applications were received for Rs. 60,000 shares and the Board decided to allot 
the shares pro-rata.

Pass Journal entries.


	4

	12
	(a) Vikram limited issued 12% Debentures of Rs.5,00,000 at 4% discount, redeemable at par. Assume further that debentures are to be redeemed by drawings method in the following manner.



Year end

Amount (Face Value)



2


   50,000



3


1,00,000



4


1,50,000



5


2,00,000

Pass Journal entry for issue of debentures and Prepare ledger account of discount on issue of debentures.

(b) The following balances appeared in the books of Arora Ltd as on 31st Dec. 2002.

12% Debentures



Rs.20,00,000

Debenture Redemption reserve

             Rs.  5,80,000
On 31st Dec.2002, the company redeemed all debentures at a premium of 10%.Pass Journal entries

	3+3

	13
	Receipt and Payment Account of Lucknow Sports Club for the year ended 31.12.2006 is as follows. 

RECEIPTS AND PAYMENT ACCOUNT

To Balance b/d 

    4,500

By Salaries

   8,800

To Subscription

By Match Expenses

   5,600

          2005                       400

By Sports Material

   3,000

          2006                    6,600

By Honorarium

   1,000

          2007                    1,000

    8,000

By Magazine & Journal

    2,000

To Life Membership 

   7,000

By Municipal Tax

   1,200

To Sale of Furniture

(Book Value Rs.1,000)

      500

By Balance c/d

 14,400

To Entrance Fees

  6,000

To Interest on Investment@ 10%

    2,000

To Match Fund

  8,000

36,000

36,000


	

	
	Additional information.

1. Entrance fee to be treated as revenue receipt.

2. Balances as on 1.1.06.

Subscriptions outstanding Rs.600, Furniture Rs.2,000, Stock of Sports Material Rs.4,000 and Salaries outstanding Rs.3,000.

3. Municipal Taxes are paid every year on 1st April for 12 months.

4. Club has 900 members each paying annual subscription of Rs.10.  Forty members had paid their subscription in advance in 2005 for 2006.

5. Furniture is to be depreciated at 10%. (Assume sale on 1.1.06)

6. Stock of Sports Material at the end is Rs.3,500.

	

	14
	Nikhita, Kavya and Priya are partners sharing profit & losses in the ratio of 5:3:2.  Their position on 31st March 2003 was as follows:
	6

	
	Liabilities
	
	Amount

(Rs)
	Assets
	
	Amount (Rs)
	

	
	Sundry Creditors

Outstanding Expenses

Capital:

Nikhita
Kavya
Priya
	2,80,000

2,80,000

1,00,000
	44,000

10,000

6,60,000
	Cash in hand

Cash at bank

Debtors

Less: Provision

Stock

Machinery

Building
	56,000

6,000
	8,000

22,000

50,000

2,80,000

1,54,000

2,00,000
	

	
	
	
	7,14,000
	
	
	7,14,000
	

	
	It was decided that w.e.f. 1st April 2003, profit and loss sharing ratio will be 3:3:1.  They agreed on the following terms.

i. Goodwill of the firm valued at two years’ purchase of the average super profits of last three years be Rs. 1,08,000 while the normal profits may be taken at Rs.66,000.

ii. Provision of debtors be reduced by Rs.2,000.

iii. Value of stock increased by 10% and machinery be valued at Rs.1,00,000.

iv. An item of Rs.3,000 included in sundry creditors is not likely to be claimed.

Partners do not want to record the altered value of assets and liabilities in the books and also do not want to record the goodwill.  Pass necessary Journal entries to give effect to the above and prepare Capital accounts of the Partners.
	

	15
	Parth, Rajhas and Vishvesh were partners in a firm sharing profits in the ratio of 2:2:1.  Their Balance Sheet on 31st March, 2006 was as follows:

Balance Sheet of Parth, Rajhas and Vishvesh as on 31st March, 2003
	8

	
	Liabilities
	
	Amount (Rs)
	Assets
	Amount (Rs)
	

	
	Accounts Payable

Bank Overdraft

Profit and Loss a/c
Capitals:

  Parth
  Rajhas
  Vishvesh

	30,000

30,000

24,000
	20,000

25,000

20,000

84,000
	Land & Buildings

Investments
Stock

Accounts Receivable

Joint Life Policy

Bank


	50,000

5,000

40,000

30,000

18,000

6,000


	

	
	
	
	1,49,000
	
	1,49,000
	

	
	On the above date Parth retired.  You are given the following information.
a) The Joint Life Policy was surrendered for Rs. 11,000.

b) Investments were taken over by Parth at an agreed value of Rs.4,000.
c) Goodwill of the firm was valued at Rs.50,000.
d) Other Assets were revalued as follows:

      Land & Building – Rs. 2,00,000

      Stock                 -  Rs.   30,000

      Account Receivable  Rs.20,000

e) Bank overdraft was taken over by Rajhas together with interest for Rs.28,000.
f) Capital of the new firm is fixed at Rs.90,000. 
Pass Journal entries and Prepare the New Balance sheet
	

	
	OR
	

	
	Following is the Balance Sheet of the Pony, Sony and Bony as on March 31, 2003 .
Balance Sheet as at March 31,2003

Liabilities 

Amount (Rs.)

Assets

Amount (Rs.)

Sundry Creditors 

 4,600

Land &Building
23,400

Reserve 

 5,400

Plant& Machinery

13,000

Capital Accounts:

Stock

  4,700

Pony                         24,000

Sundry Debtors

  6,500`

Sony                        12,000

Cash at Bank

  5,600

Bony                         8,000

44,000

Cash in Hand

     800

54,000

 54,000

Pony died on June 30, 2003 .Under the terms of partnership the executors of a deceased partner were entitled to:

(a)    Amount standing to the credit of the Partner’s Capital Account.

(b)    Interest on Capital at 12% per annum.

(c)    Share of goodwill on the basis of four year’s purchase of three year’s average profits.

(d)    Share of Profit from the closing of the last financial year to the date of death on the basis of the 
         last year’s profit .Profit for the years 2001, 2002 and 2003 were respectively Rs. 8,000, Rs.12,000 
         and Rs. 7,000.

Record the necessary journal entries and draw up Pony’s account to be rendered to his executors, presuming that they are paid by raising bank loan. They shared profits in the ratio of their capital

	

	16
	Varun and Varun Ltd issued a prospectus inviting applications for 2,00,000 shares of Rs.10 each at a 
premium of Rs. 2 per share payable as follows:

On Application

             Rs.2 per share

On Allotment


Rs.5 per share (including premium)

On First Call


Rs.3 per share

On Second and Final Call 
Rs.2 per share

Applications were received for 3,00,000 shares and pro-rata allotment was made on the applications for 2,40,000 shares. Money overpaid on application was employed on account of sum due on allotment.

Sushil, to whom 4,000 shares were allotted, failed to pay the allotment money and on his subsequent failure to pay the first call his shares were forfeited. Kumar, holder of 6,000shares, failed to pay the two calls, and his shares were also forfeited after the second call. Of the shares forfeited, 8000 shares were sold to Kishan credited as fully paid for Rs.9 per share, the whole of Sushil’s share being included. Pass journal entries in the books of Varun and Varun Ltd.


	8

	
	                                                               OR

UD Ltd. invited applications for 40,000 shares of Rs.50 each at a discount of 5% The amount was payable
 as under:


On application  Rs.10


On allotment    Rs.20


Balance on Call.

The public applied for 50000 shares .The Directors made full allotment to the applicants of 40,000 shares and the remaining applications were rejected. Kishan,  holder of 400 shares failed to pay allotment money and his shares were forfeited immediately and final call was made after forfeiture. Out of the forfeited shares, 300 shares were reissued for Rs.45 fully paid. Give Journal entries and prepare Cash Book in the books of UD Ltd.
	

	
	PART B
 ANALYSIS OF FINANCIAL STATEMENTS
	

	17
	Assuming that the Operating Ratio is 40%. State giving reasons, whether the ratio will improve, decline or will have no change in case Salary paid Rs.8,000.


	1

	18
	State any two objectives of preparing Cash flow Statement

	1

	19
	Classify the following into Operating, Investing and Financing activities.

(i) Interim dividend paid

(ii) Interest on loan received by Bank 

	1

	20.
	Name the parties interested for Financial statements. Explain any three.

	3

	21.
	Prepare a ‘Common Size Income Statement’ with the help of the following information
	4

	
	Sales

Cost of goods sold
Direct Expenses
Indirect Expenses

Rate of Income Tax
	2006
Rs.

20,00,000

60% of Sales
40,000
10% of Sales

40% of Net Profit before tax
	2007
Rs.

30,00,000

30% of Sales
60,000
20% of gross profit

40% of Net Profit before tax
	

	22.
	Calculate Current Ratio from the following.

Stock Turnover Ratio 4 Times

Sales Rs.3,00,000 and Gross profit ratio 25%

Stock at the end is Rs.20,000 more than stock at the beginning.

Current liabilities Rs.40,000 and Acid Test Ratio 0.75

	4

	23
	From the following Balance sheet of Amit Ltd, Prepare a cash flow statement
	6

	
	Liabilities
	2006
Rs
	2007
Rs
	Assets
	2006
Rs
	2007
Rs
	

	
	Equity Share Capital
	80,000
	1,20,000
	Goodwill
	20,000
	16,000
	

	
	12% Preference Shares
	40,000
	20,000
	Land & Building
	40,000
	20,000
	

	
	General Reserve
	  8,000
	12,000
	Plant & Machinery
	 36,000
	76,400
	

	
	Profit & Loss A/c
	  7,200
	10,800
	Investments
	   4,000
	14,000
	

	
	Proposed Dividend
	11,200
	15,600
	Sundry Debtors
	 30,000
	43,200
	

	
	Bills Payable
	14,000
	21,200
	Stock
	 34,000
	31,200
	

	
	Outstanding Expenses
	  3,200
	  2,400
	Cash
	   6,800
	11,200
	

	
	Provision for taxation
	11,200
	12,800
	Preliminary Expenses
	   4,000
	  2,800
	

	
	
	1,74,800
	2,14,800
	
	1,74,800
	2,14,800
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