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         M.M.80

PART A
Accounting for Not-for-Profit Organizations,

Partnership Firms and Companies 

1. In the absence of Partnership deed, explain the rules relating to the following: -
(a) Interest on Capital  (b) Interest on Loan





(1)

2. What is Legacy?







 
(1) 
3. Give two circumstances in which sacrifice ratio may be applied.


(1)
4. Why is it necessary to revalue assets and liabilities of a firm in case of admission of a partner?









(1)

5. What is a Convertible Debenture?






(1)

6. From the following information calculate the amount of stationery to be debited to Income and Expenditure Account for the year ending 31st March, 2007.

                         (3)



	Items
	1st April 2006(Rs)
	31st March

2007(Rs)

	Stock of Stationery
	72,000
	   8,000

	Creditors for Stationery
	36,000
	 10,000

	Advance paid for Stationery
	12,000
	   8,000

	Amount paid for Stationery during the year 2006                           Rs1,65,000


7. Distinguish between Shares and Debentures


                 

 (3)
8. Rohan & Brothers Purchased Plant and Machinery worth Rs.8,91,000 from Vishal & Co. The amount was paid by issue of Equity Shares of Rs.100 each. Pass Journal entries in the following cases:

(a) If Shares are issued at a Discount of 10%.

(b) If Shares are issued at a Premium of 10% 




           (3)
9.   Waseem, Mussamil and Saurabh are partners in a firm, their profit sharing ratio is 
      3:2:1. However Saurabh is guaranteed a minimum amount of Rs.10,000 as share of  

      Profits every year. Any deficiency arising on that account shall be met by Waseem 
      and Mussamil in the profit sharing ratio. The profits for the two years ending 31st 
      December 2006 and 2007 were Rs.30,000 and Rs.90,000 respectively. Prepare Profit   

      and  Loss Appropriation account for the two years.


                      (4)
10. Meera, Aditi & Nausheen are Partners sharing profits and losses in the ratio of 5/10, 3/10,& 2/10 respectively. Aditi retires and her share was taken up by Meera and Nausheen in the ratio 2:1. Then immediately, Shilpi was admitted for 1/4th share of profits, half of which was gift from Meera and remaining half was purchased equally from Meera and  Nausheen. Goodwill of the firm is valued at Rs.80,000.Calculate the new ratio and Pass Journal entries for Goodwill.







(4)

11. Ganatra Limited forfeited 200 Equity shares issued @ Rs.100 at a discount of 6%,

Rs.60 called up for non payment of allotment money Rs.40 per share. Directors reissued 150 of these shares @ Rs.64, Rs.75 paid up. Pass Journal entries.                                     (4)
12. On 1-1-2005, Vivek Ltd issued 20,000, 9% debentures @ Rs.100 each at a discount of 5%. 

   The terms of issue provide for the redemption of Rs.2,00,000 worth of debentures  every 

   year commencing from the end of 2006 either by purchasing from the open market or by 

   draw of lots at the company’s option. The company also wrote off Rs.20,000 during years  

   2005 and 2006 from the debentures discount account. During the year 2006, the company

   purchased 800 debentures @ Rs.95 and 1,000 debentures @ Rs.96 for cancellation. 

   Journalize these transactions and also show how you would deal with the profit on  

   redemption of debentures.



         


          (6)

13. The following particulars relate to Muscat Club for the year ended 31st Dec., 2006:

Receipts and Payments Account for the year ending 31-12-2006
	Receipts
	Rs.
	Payment
	Rs.

	To Balance b/f

To Subscriptions:

   2005                      48     

   2006                 2,532 

   2007                      96 

To Profit from Canteen 

To Dividends


	1,200

2,676

   1,890

1,194

	By Salaries 

By Stationery 

By Rates and Taxes 

By Telephone

By Investments

By Advertisements

By Postage

By Wages

By Balance c/d
	2,490

    480

    720

120

     1,500

     210

200

     700

     540



	
	6,960
	
	6.960


  You are required to prepare an Income and Expenditure Account and a Balance Sheet after   

   making the following adjustments:

(i) There are 450 members each paying an annual subscription of Rs.6. Rs.54 being in arrears for 2005at the beginning of this year.

(ii) Stock of Stationary on 31st Dec 2005 was Rs.100 and on 31st Dec., 2006 Rs.88.

(iii) Cost of buildings is Rs.25,000 . Depreciate it at 10%.


(6)

       14.
Dinesh, Abner and Umran shared profits and losses as 5:3:2.Their Balance Sheet as on March 31, 2006 was as follows: -

Balance sheet as on March 31,2006
	Liabilities
	Amount    Rs.
	Assets
	Amount Rs.

	Creditors 
	   50,000    
	Goodwill 
	    5,000 

	JLP Reserve
	   10,000 
	JLP (Surrender value)
	   10,000  

	General Reserve
	   40,000  
	Fixed Assets
	   67,000

	Capital Accounts:

        Dinesh                  30,000
	1,00,000             
	Investments
	   20,000 

	
	
	Stock
	   45,500

	        Abner                   30,000
	
	Debtors
	   30,000           

	        Umran                  40,000
	
	Cash 
	6,000

	
	
	Deferred Revenue Expenditure
	14,000

	
	
	Dinesh’s loan account
	2,500

	
	2,00,000
	
	2,00,000


Dinesh died on July 1, 2006. Abner and Umran decided to share profits equally after Dinesh’s death. The executors of Dinesh will get:-

(i)
His share of goodwill. The total goodwill of the firm valued at Rs.50,000.

(ii)
His share of profit up to his date of death on the basis of average profits of last three years.



March 31, 2006
  Rs.25,000



March 31  2005   Rs.18,000



March 31, 2004
  Rs.17,000

(iii)
Fixed Assets were undervalued by Rs.3,000. A provision @ 5% on debtors is to be created for doubtful debts.

(iv)
Investment were sold for Rs.25,000. Half of the amount due to Dinesh was paid to his executors and for the balance they accepted a Bills Payable.

(v)
The Joint life policy was for Rs.80,000 for which a premium of Rs.5000 p.a was paid  every year. Pass Journal Entries and Prepare Dinesh’s Capital account.           (6)
15.
Pawan, Vinay and Neeraj were partners sharing profits and losses as 50%,30% and 20% respectively. On March 31, 2007, their Balance Sheet stood as follows:

Balance sheet as on March 31,2007
	Liabilities
	Amount

(Rs.)
	Assets
	Amount (Rs.)

	Creditors
	 21,000
	Premises
	 62,000

	Profit and Loss A/c
	 15,000
	Motor Vans
	 20,000

	Workmen Compensation Fund
	 10,000
	Investment
	 19,000

	
	
	Plant
	 12,000

	General Reserve
	 25,000
	Stock
	 15,000

	Capitals:
	
	Debtors           40,000

Less: provision 3,000
	 37,000

	Pawan                    50,000
	
	
	

	Vinay                     40,000
	
	Cash
	 16,000

	Neeraj                    20,000
	1,10,000
	
	

	
	1,81,000
	
	1,81,000


On this date Vinay retires and Pawan and Neeraj agreed to continue on the following terms:

(i) Goodwill of the firm was valued at Rs. 51,000.

(ii) There is a claim for workmen’s compensation to the extent of Rs. 4,000. 
(iii) Investments are brought down to Rs. 15,000.

(iv) Provision for bad debts is to be reduced by Rs. 1,000.

(v) Vinay will be paid Rs. 8,200 in cash and balance will be transferred to his Loan Account which will be paid in 3 equal installments together with interest @ 10% p.a.

(vi) Pawan’s and Neeraj’s capital will be adjusted in their new profit sharing ratio i.e.3:2 through cash accounts.

Prepare Revaluation account, Capital Accounts and Vinay’s Loan Account till it is finally  

 paid.                                                                                                                                        (8)





OR

Kinjal and Aishwarya are in partnership sharing profits and losses in the ratio of 3:2. Their Balance Sheet as on 31st December,2007, was as under: 

	Liabilities 
	Rs.
	Assets
	Rs.

	Creditors 
	 15,000 
	Bank 
	  5,000

	General Reserve 
	 12,000
	Debtors                 20,000
	

	Capital Accounts:
	
	Less :Provision          800
	 19,200

	Kinjal
	 60,000
	Patents 
	 9,800

	Aishwarya
	 30,000
	Investments 
	   8,000

	Profit and Loss a/c
	10,000
	Fixed Assets 
	 72,000

	Salary Outstanding
	2,000
	Goodwill 
	 10,000

	
	   
	Advertisement Suspense A/c
	     5,000

	
	1,29,000
	
	1,29,000


They admit Natalia for 2/7th share on the following terms: 

(i) A provision of 5% is to be created on Debtors.
(ii) That out of the amount of insurance which was debited entirely to profit and loss account, Rs.1,200 be carried forward as unexpired insurance in the books.
(iii) Credit Purchase of goods Rs. 5,000 not included in Creditors. 
(iv) Present market value of Investments is Rs. 6,000. Kinjal takes over the Investments at this value. 
 (v) Natalia will bring Rs. 20,000 as her capital and Rs.15,000 as her share of goodwill.

(vi) Capital of old partners should be adjusted in the new profit sharing ratio taking  

      Natalia’s Capital as the base. Prepare Revaluation a/c, Capital accounts and the new  

      Balance sheet. 







     (8)
16.  On 1st Feb.2007, the Directors of Lalitha Ltd issued 50,000 shares of Rs.10 each  at Rs.12 per

share, payable as to Rs.5 on application ( including the premium), Rs.4 on allotment and the 
balance on 1st May,2007
The lists were closed on 10th February 2007, by which date applications for 70,000 shares had been received. Of the cash received Rs.40,000 was returned and Rs.60,000 was applied to the amount due on allotment, the balance of which was paid 0n 16th February 2007. All shareholders paid the call due on 1st May 2007, with the exception of one allottee of 500 shares. These shares were forfeited on 29th September 2007 and reissued for Rs.4,750. Pass Journal entries in the books of the company.                      


   (8)






OR
Alena Limited was registered with an authorized Capital of Rs.20,00,000 in Rs.100 per share. Of these 8,000 shares issued to the public and during the first year Rs.50 per share were called up; payable Rs.20 on application, Rs.10 on allotment, Rs.10 on first call and Rs.10 on second call. The amounts received in respect of these shares were as follows:


On 6,250 shares the full amount called.


On 1,000 shares Rs.40 per share


On 500 shares Rs.30 per share


On 250 shares Rs.20 per share.

The directors forfeited the 750 shares on which less than Rs.40 had been paid. The shares

 were subsequently re-issued at Rs.60 per share.

Give Journal entries recording the above transactions and prepare the Company’s Balance  

sheet.                   







 (8)

PART B
Financial Statement Analysis

17. Name any two tools of Financial Analysis




(1)

      18.
Classify the following into Operating/Investing/Financing Activities


(i) Interest Received by bank (ii) Dividend paid by Real Estate Company
             (1)
      19.
Explain the terms (i) Cash Equivalent (ii) Cash flows



(1) 






20. Explain any three limitations of Financial Statements.



(3)

      21.
From the following Income statements, Prepare a Comparative Income statement

	Particulars
	31-12-2006 (Rs)
	31-12-2007 (Rs)

	Sales
	10,00,000
	20,00,000

	Cost of goods sold
	60% of Sales
	70% of Sales

	Administrative Expenses
	10% of Gross Profit
	12% of Gross Profit

	Other income
	25,000
	40,000

	Income tax
	50% of net profit before tax
	50% of net profit before tax













(4)
      22.
Calculate the amount of opening debtors and closing debtors from the following figures.


Debtors turnover ratio 4 times


Cost of goods sold Rs.6,40,000.


Gross profit ratio 20%.


Closing debtors were Rs.20,000 more than at the beginning.


Cash sales being 33 1/3% of Credit Sales.




(4)

    23.
The Net income of Maria Ltd. for the year ended March 31, 2007 was Rs. 4,89,000.

Depreciation charged for the year was Rs. 87,000 . Income for the year was arrived at after adjusting for gain on sale of land Rs.1,05,000, loss on sale of equipment Rs.48,000 and writing off cost of equity issue Rs. 25,000. The current assets and current liabilities of Maria Ltd. as at March 31,2006 and 2007 are given below:

                                                                                   March 31,2006                March 31,2007

                                                                                                 Rs.                                  Rs.

Stock                                                                    1,85,000                            1,67,000

Receivables                                                          1,42,000                            1,45,000

Prepaid Expenses                                                    12,000                                 8,000

Cash in hand and at bank                                        87,000                            1,02,000

Payables                                                                  95,000                            1,07,000

                Expenses outstanding                                              30,000

          45,000

Accrued Income



    9,000
                            7,000   (6)

Prepare Cash Flow Statement showing Operating Activities. 
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