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SR.NO NAME OF TOPIC NO. OF QUE

1 RECTIFICATION OF ERRORS 4

2 BANK RECONCILIATION STATEMENT 3

3 BILL OF EXCHANGE & PROMISSORY NOTES 4

4 INVENTORY VALUATION 6

5 DEPRECIATION 4

6 FINAL ACCOUNTS OF NON-MANUFACTURING ENTITIES 5

7 FINAL ACCOUNTS OF MANUFACTURING ENTITIES 3

8 FINANCIAL STATEMENTS OF NPO 6

9 ACCOUNTS FROM INCOMPLETE RECORDS (SINGLE ENTRY SYSTEM) 4

10 PARTNERSHIP – BASICS 2

11 PARTNERSHIP - VALUATION OF GOODWILL 2

12 PARTNERSHIP - ADMISSION OF PARTNER 3

13 PARTNERSHIP - RETIREMENT OF PARTNER 2

14 PARTNERSHIP - DEATH OF PARTNER 3

15 PARTNERSHIP - CHANGE IN PSR 1

16
PARTNERSHIP – DISSOLUTION OF FIRM

4

17 ISSUE , FORFEITURE & REISSUE OF SHARES 6

18
ISSUE OF DEBENTURES

3

19 ACCOUNTING FOR BONUS ISSUE & RIGHT ISSUE 3

20 REDEMPTION OF DEBENTURES 3

21 REDEMPTION OF PREFERENCE SHARES 4

TOTAL 75

SUPER 75



RECTIFICATION 
OF 

ERRORS 



QUESTION 1 



Sr.No Rectification of Error

1 The Said Error Needs to be Rectified By crediting the Sales Account by 2100 as 
“By Wrong Totaling of the Sales Book”

2 Sales Return A/c……Dr 1800
To Gaurav & Co A/c        1800

3 The Said Error needs to rectified by Crediting Sen Brothers by Rs. 4500 as “By 
Errors in Posting”

4 Furniture A/c….Dr  15000
to Purchase A/c        15000

5 Black & White A/c….Dr   1200
To Discount A/c            1200

6 The Said Error needs to be Rectified by Debiting Discount Account by Rs. 180 
as  “ To Omission of Entry in Cash Book ”



Sr.No Particulars LF Debit Credit

1 Suspense A/c… 2100

To Sales 2100

(Being Sales A/c Undercasted Earlier Now
Rectified

2 Sales Return A/c… 1800

To Gaurav & Co. A/c 1800

(Being Sales return By Gaurav & Co Not 
recorded Earlier , Now Recorded



Sr.No Particulars LF Debit Credit

3 Suspense A/c….Dr 4500

To Sen Brothers A/c 4500

(Being Purchase of Goods From Sen Brothers
Earlier Debited to his A/c Wrongly , Now
Rectified)

4 Furniture A/c… 15000

To Purchase A/c 15000

(Being Furniture Purchased Debited to
Purchase Earlier Wrongly , Now Rectified)

5 Black & Co. A/c…..Dr 1200

To Discount A/c 1200

(Being Discount Received Earlier Not Recorded



Sr.No Particulars LF Debit Credit

In Books , Now Rectified)

6 Discount A/c…..Dr 180

To Suspense A/c 180

(Being Discount not Entered in Cash Book 
Earlier , Now Rectified)



QUESTION 2



(i)

After Preparation of Trial Balance

Before Preparation of Trial Balance

After Preparation of Final Accounts

Sales A/c…..Dr          1260
Purchase A/c…..Dr    1620

To Anupam & Co. A/c   2880

Sales A/c…..Dr          1260
Purchase A/c…..Dr    1620

To Anupam & Co. A/c   2880

Profit & Loss Adjustment A/c…….Dr    2880
To Anupam & Co. A/c                               2880



(ii)

After Preparation of Trial Balance

Before Preparation of Trial Balance

After Preparation of Final Accounts

The Said Error will be Rectified by Debiting Soni & Co. A/c by Rs. 3200 as “To 
Errors in Posting”

Soni & Co. A/c…….Dr    3200
To Suspense A/c                 3200

Soni & Co. A/c…….Dr    3200
To Suspense A/c                 3200



QUESTION 3



Date Particulars LF Amount Amount

1 Motor Vehicles A/c……Dr 2700

To Profit & Loss Adjustment A/c 2700

(Being Purchase of Scooter wrongly debited to
conveyance account now rectified)
3000 -10% Depreciation = 2700

2 Suspense A/c……Dr 10000

To Profit & Loss Adjustment A/c 10000

(Being Purchase Account Over casted Earlier
now Rectified)



Date Particulars LF Amount Amount

3 Profit & Loss Adjustment A/c……Dr 4000

To P A/c 4000

(being Credit Purchase Recorded as Credit
Sales Earlier , Now Rectified)

4 B A/c…..Dr 1000

To A A/c 1000

(Being Cash Received from A Posted to B
Earlier , Now Rectified)

5 Suspense A/c……Dr 1000

To C A/c 1000

(Being Amount Received from C was wrongly 
debited to his account earlier , Now Rectified)



Date Particulars LF Amount Amount

6 Trade Receivables A/c……Dr 500

To Suspense A/c 500

(Being Balance of Due from Q Was omitted to
be taken to Trial Balance Earlier , Now
Rectified)

7 R A/c… 2000

To Profit & Loss Adjustment A/c 2000

(Being Sale to R not Recorded Earlier , Now
Recorded)



Date Particulars LF Amount Amount

8 Suspense A/c…..Dr 198

To Profit & Loss Adjustment A/c 198

(Being Purchase Wrongly Posted as 2593 
instead of 2395 Earlier , Now Rectified) 

9 Profit & Loss Adjustment A/c…..Dr 10898

To Roy’s Capital A/c 10898

(Being Balance of P/L adjustment Account 
transferred to Roy’s Capital A/c)

10 Roy’s Capital A/c……Dr 10698

To Suspense A/c 10698

(Being balance of Suspense A/c transferred to 
Roy’s Capital A/c as it was written to P/L 
Account in last Year)



Profit & Loss Adjustment A/c

Particulars Amount Particulars Amount

To P A/c 4000 By Motor Vehicle A/c 2700

By Suspense A/c 10000

To Roy’s Capital A/c (Bal Fig) 10898 By R A/c 2000

By Suspense A/c 198

14898 14898

Suspense A/c

Particulars Amount Particulars Amount

To Profit & Loss Adjustment A/c 10000 By Trade Receivables A/c 500

To C A/c 1000

To Profit & Loss Adjustment A/c
198 By Roy’s Capital A/c (Bal Fig) 10698

11198 11198



QUESTION 4





Sr.No Particulars LF Debit Credit

(i) Suspense A/c…..Dr 936

To Profit & Loss Adjustment A/c 936

(Being purchase book Carried Forward Wrongly

Earlier , Now Rectified)

(ii) Profit & Loss Adjustment A/c….Dr 540

Customer’s Ac….Dr 1102

To Suspense A/c 1642

(Being Error Rectified)

Journal Entries



Date Particulars LF Debit Credit

(iii) Suspense A/c….Dr 590

To P/L Adjustment A/c 590

(Being Error Rectified)

(iv) Suspense A/c….Dr 1790

To Senu A/c 895

To Sethu A/c 895

(Being Cash Received From Senu Posted to
Sethu Earlier , now Rectified)



Date Particulars LF Debit Credit

(v) Customer’s A/c….Dr 1400

To profit & Loss Adjustment A/c 1400

(Being Sales made Earlier not Recorded , Now 
Recorded)

(vi) Profit & Loss Adjustment A/c….Dr 1600

To Customer A/c 1600

(Being Reversal of Sale For goods Sent on 
Approval Basis)

(vii) Stock With Customer on Approval Basis With

Customer A/c….Dr 1280

To Profit & Loss Adjustment A/c 1280



Date Particulars LF Debit Credit

(Being Goods Sent on Approval basis included 
In Stock)

(Viii) Trade Receivable A/c….Dr 600

To Suspense A/c 600

(600 Due From Q not taken in trial Balance , 
Now Rectified)

(ix) R A/c….Dr 3000

To profit & Loss Adjustment A/c 3000

(Goods Sold To R Not Recorded Earlier , Now 
Rectified)



Date Particulars LF Debit Credit

(x) Profit & loss Adjustment A/c….Dr 5066

To Joshi capital A/c 5066

(Being profit & loss Adjustment A/c’s Balance 
transferred to Capital A/c



BANK RECONCILIATION 
STATEMENT



QUESTION 5



CASE A – Books are closed on 31st March 2021

CASE B - Books are closed on 31st Dec 2021



CASE A
Cash Book (Amended Bank Column)

Particulars Amount Particulars Amount

To Bal B/d 412200 By Under Casting of Cash Book 12000

To Error of carrying Forward 37000 By party A/c 85000

To Dividend A/c 35000 By Insurance Premium A/c 20000

To Party A/c (Twice Recorded) 129000 By Party A/c (Cheque Dishonor) 5000

To Discount Received 500 By Credit Card A/c 2500

By Bank charges 200

By Bal C/d (Bal Fig) 489000

613700 613700



Satyam Traders

Bank Reconciliation Statement as at 31-03-2021

Sr.NoParticulars Amount Amount

A Balance as Per Adjusted Cash Book 489000

B Add -

Cheques issued But Not Yet Presented 13500

Wrong Credit Given By Bank 25000 38500

C Less-

Cheque Deposited Credited in Saving Account 2000

D Balance as Per Pass Book (A+B-C) 525500

Note - In The Absence of Information It is Assumed that Books of Accounts are Being Closed on 
31st March 2021 & Accordingly BRS is Being Prepared With Adjusted Cash Book. 

No Effect in BRS for Cheque Deposited of Rs, 32000 & Dishonored in the Same Month.



CASE B
Satyam Traders

Bank Reconciliation Statement  as on 31-3-2021

Sr.No Particulars Amount Amount

A Balance As Per cash Book 412200

B Add -

Debit Balance carried Forward as credit Balance 37000

Cheques issued but Not presented 13500

Dividend Collected By bank Not recorded in Cash Book 35000

Cheque issued Recorded Twice in Cash Book 129000

Wrong Credit Given By Bank 25000

Discount Received Wrongly Credited in cash Book 500 240000



Sr.No Particulars Amount Amount

C Less –

Under casting of Payment Side of cash Book 12000

Cheque issued Not taken to bank Column 85000

Fire Insurance premium Paid By Bank Not Recorded in Cash Book 20000

Cheque Deposited Dishonoured 5000

Credit card Bill Not Paid Not Recorded in Cash Book 2500

Cheque Credited in Saving Account Instead of Current A/c 2000

Bank Charges Not Recorded in Cash book 200 126700

D Balance As Per Pass Book (A+B-C) 525500

Note - No Effect in BRS for Cheque Deposited of Rs, 32000 & Dishonored in the Same Month.



QUESTION 6





Bank Reconciliation Statement  as on 30-9-2018

Sr.No Particulars Amount Amount

A Overdraft As Per Cash Book 49350

B Add -

Cheque Deposited But Not Cleared 1300

Cheque Deposited Dishonored not Recorded in Cash Book 250

Interest paid to Creditors not Recorded in cash book 320

Policy Premium paid By Bank Not Recorded in Cash Book 160

Calls on Shares paid By Bank Not Recorded in Cash Book 600

Bank Charges & Commission Charged by Bank not Recorded in 
Cash Book 15

Wrong Debit Given By Bank 300 2945

C Less -

Cheque issued But Not presented 3700

Cheque issued By Abdul Returned by Him 750

Dividend Received By Bank Not recorded in  Cash Book 150

Insurance Claim Received By Bank Not Recorded in cash Book 800

Wrong credit Given By Bank 500 5900

D Overdraft As per Pass Book (A+B-C) 46395



QUESTION 7





Mrs. Rani

Bank Reconciliation Statement  as on 31st March,2018

Sr.No Particulars Amount Amount

A Balance as per Bank Pass Book (Overdraft) 33575

B Add :

No entry in cash book for interest collection by bank 2800

Cheque issued but not yet Presented 2500

wrong credit given by Bank 500

Rebate on bill retired not entered in cash book 175

cheques deposited in bank not yet recorded in cash book 2400 8375

C Less :

Cheque Deposited but not yet Collected 7500

wrong Debit given by Bank 300

Cheque of Rs.1000 entered in cash book but omitted to be Banked 1000

Discounted Bill dishonoured but no entry in Cash Book 5200 14000

D Balance as per Cash book (overdraft) (A+B-C) 27950

A Cheque of 1080 credited in Pass book on March 28th has no effect on BRS on 31-3-2018



BILLS
OF

EXCHANGE



QUESTION 8



Date Particulars LF Debit Credit

01-08-20 Bills Receivable A/c….Dr 10000

To Q A/c 10000

(Being Drawn on Q)

01-08-2020Bank A/c                                       Dr. 9800

Discount A/c                                 Dr. 200

To Bills Receivable A/c 10,000

(Being discounting of bill)

In The Books of P
Journal Entries



Date Particulars LF Debit Credit

04-11-20 Q A/c…....Dr 10000

To Bank A/c 10000

(Being the bill cancelled up due to Q’s inability to 
pay it )

04-11-20 Q A/c….Dr 240

To Interest A/c 240

(Being Interest on Renewed Bill



Date Particulars LF Debit Credit

4-11-20 Cash A/c….Dr 2240

To Q A/c 2240

(Being Part Payment received)

01-08-20 Bills Receivable A/c….Dr 8000

To Q A/c 8000

(Being Drawn on Q)



Date Particulars LF Debit Credit

31-12-20

Q A/c…....Dr 8000

To Bills Receivable A/c 8000

(Being Bill Dishonored Due to Insolvency)

31-12-20 Bank A/c…..Dr 3200

Bad Debts A/c….Dr 4800

To Q A/c 8000

(Being Final Dividend received from Q’s Estate)



QUESTION 9
On 12th May, 2020 A sold goods to B for Rs. 36,470 and drew upon the later two bills
one for Rs. 16,470 at one month and the other for Rs. 20,000 at three months. B
accepted both the bills.

On 5th June, 2020 A sent both the bills to his banker for collection on the due dates.
The first bill was duly met. But due to some temporary financial difficulties, B failed to
honor the second bill on the due date and the bank had to pay Rs. 20 as noting
charges.

However, on 16th August, 2020 it was agreed between A and B that B would
immediately pay Rs. 8,020 in cash and accept a new bill at 3 months for Rs. 12,480
which included interest for postponement of the part payment of the dishonored bill. A
immediately sent new acceptance to it’s bank for collection on the due date.
On 1st October, 2020 B approached A offering Rs. 12,240 for retirement of his
acceptance. A accepted the request.

You are required to pass journal entries of all the above transactions in the books of A.



Date Particulars LF Debit Credit

12-5-20 B’s A/c…..Dr 36470

To Sales A/c 36470

(Being Goods Sold

12-5-20 Bills Receivable 1 A/c….Dr 16470

Bills Receivable 2 A/c….Dr 20000

To B’s A/c 36470

(Being Bills Drawn

In The Books of A
Journal Entries



Date Particulars LF Debit Credit

5-6-20 Bill For Collection A/c….Dr 36470

To Bills Receivable 1 A/c 16470

To Bills Receivable 2 A/c 20000

(Being Bill Sent To Bank For Collection)

15-6-20 Bank A/c…..Dr 16470

To Bill For Collection A/c 16470

(being First Bill Honored)



Date Particulars LF Debit Credit

14-8-20 B’s A/c…..Dr 20020

To Bill For Collection A/c 20000

To Bank A/c 20

(Being 2nd Bill Disohonor on Due Date)

16-8-20 B’s A/c….Dr 480

To Interest A/c 480

(Being Interest Receivable on Renewal of Bill)



Date Particulars LF Debit Credit

16-8-20 Bank A/c…..Dr 8020

To B’s A/c 8020

(Being Part payment Received)

16-8-20 Bills Receivable 3 A/c….Dr 12480

To B’s A/c 12480

(Being New Bill Drawn)



Date Particulars LF Debit Credit

16-8-20 Bill For Collection A/c…Dr 12480

To Bills Receivable 3 A/c 12480

(Being Bill Sent To Bank For Collection)

1-10-20 Bank A/c….Dr 12240

Rebate A/c…Dr 240

To Bill For Collection A/c 12480

(Being Bill Retired )



QUESTION 10  



Working Note
Ascertainment of Discount to Be Borne By Parties to Bill of Exchange





Date Particulars LF Debit Credit

01-04-2020 Bills Receivable A/c                       Dr. 30,000

To Y A/c 30,000

(Being acceptance received for Mutual 
accomodation)

01-04-2020Bank A/c                                       Dr. 28,800

Discount A/c                                 Dr. 1,200

To Bills Receivable A/c 30,000

(Being discounting of bill)

In The Books of X
Journal Entries



Date Particulars LF Debit Credit

01-04-2020Y A/c                                Dr. 10,000

To Cash/Bank A/c 9,600

To Discount A/c 400

(Being 1/3 proceeds of the bill transfer to the 
Y's A/c)

04-07-2020Y A/c                               Dr. 42,000

To Bills Payable A/c 42,000

(Being acceptance of bill given)



Date Particulars LF Debit Credit

04-07-2020Cash/Bank A/c                                     Dr. 6,740

Discount A/c                               Dr. 1,260

To Y A/c 8,000

(Being amount received from Y against 2nd 
Bill)

Bills Payable  A/c                        Dr. 42,000

To Y A/c 42,000

(Being dishonour of bill due insolvency)



Date Particulars LF Debit Credit

Y A/c                             Dr. 28,000

To Bank A/c 14,000

To Deficiency A/c 14,000

(Being Final Settlement at 50 Paise in A Rupee 
due to 

Insolvency)



Date Particulars LF Debit Credit

01-04-2020X A/c…...Dr 30,000

To Bills Payable 30,000

(Being acceptance Given for Mutual 
accomodation)

01-04-2020Cash/Bank A/c…..Dr 9,600

Discount A/c…..Dr 400

To X A/c 10,000

(Being Proceeds Received from X and Share 
of Discount Debited)

In The Books of Y
Journal Entries



Date Particulars LF Debit Credit

04-07-2020Bills Recievable A/c…..Dr 42,000

To X A/c 42,000

(Being Bill Drawn on X)

04-07-2020Bank A/c…...Dr 40,110

Discount A/c…..Dr 1,890

To Bills Recievable A/c 42,000

(Being Bill Discounted with Bank)



Date Particulars LF Debit Credit

X A/c….Dr 8,000

To Discount A/c 1,260

To Cash/Bank A/c 6,740

(being 6740 Paid to X After Discounting of 2nd 
Bill)

Bills Payable A/c…..Dr 30,000

To Cash/Bank A/c 30,000

(Being First Bill Honored)



Date Particulars LF Debit Credit

X A/c….Dr 42,000

To Bank A/c 42,000

(Being Bill Dishonored Due to Insolvency)

Cash/Bank A/c…Dr 14,000

Bad Debts A/c….Dr 14,000

To X A/c 28,000

(Being Final Settlement at 50 Paise in A Rupee 
due to Insolvency)



QUESTION 11



In the Books of Don

Sr.No Particulars Debit Amount

1 Ray's A/c…..Dr 3,040

To Bob's A/c 3,040

(Being Endorsed Bill Dishonored and Noring charges paid)

Bob's A/c….Dr 3,040

Interest A/c….Dr 51

To Cash A/c 1,000

To Bills payable A/c 2,091

(being first bill paid in part & new bill accepted)

Bills recievable A/c…Dr 3,101

To Interest 61

To ray's A/c 3040

(Being bill drawn on ray for 3 months for 3040 plus interest)

2 Bills payable A/c....Dr 3,160

Discount A/c….dr 40

To James A/c 3200

(Being bill received from James in full Settlement)



3 Bills payable A/c....Dr 4,500

To Bills recievable A/c 4,450

To Discount A/c 50

(being Bills payable to singh paid by endorsing john's

acceptance in full settlement)

4 Cash/Bank A/c….dr 3,085

Rebate on Bills A/c….dr 16

To Bills recievable A/c 3,101

(Being Bill retired by Ray one month before due date)



INVENTORY
VALUATION



QUESTION 12



Particulars Amount Particulars Amount

To Purchase                       1575500 By Sales A/c 2480500

Less – Trade Discount @3%    47265 (2245500+235000)

1528235      By Closing Stock NIL

Add –Sales Tax @ 11%        168106 1696341

To Packing & Transportation 
Charges

87500

To Gross Profit 696659

2480500 2480500

Estimated Trading A/c Assuming All Goods Sold



Computation of GP Margin Of Business

GP Margin = GP/Assumed Sales*100

= 696659/2480500*100

= 28.09%

Value of Closing Stock at Cost
Cost of Closing Stock = Sale Value of Closing Stock – GP margin

= 235000-28.09%

= 168989



QUESTION 13



TRADING A/C

PARTICULARS NORMAL ABNORMAL TOTAL PARTICULARS NORMAL ABNORMAL TOTAL

To Opening Stock 560000 140000 700000 By Sales 5060000 160000 5220000

To Purchases 3460000 - 3460000

To manufacturing 
Expenses 700000 - 700000

By Closing Stock 
(BF) 672000 - 672000

To Gross Profit 1012000 20000 1032000

(20% of 
5060000)

5732000 160000 5892000 5732000 160000 5892000

Value of Closing Stock = 672000



QUESTION 14 



STATEMENT SHOWING COMPUTATION OF STOCK AS ON 30-3-2020

SR.NOPARTICULARS AMOUNT AMOUNT

A Stock as on 10-4-2020 1675000

B Add -

Cost of Goods Sold (68750-25%)                                        51563

C Less -

Cost of Goods purchased (90000-10%)                                     81000

Cost of Goods returned by Customer (3000-25%)                        2250

Reduction in Value of Slow Moving Item 6000

Reduction in Value of Stock due to Refusal by Customer 3000 92250

D Value of Stock as on 30-3-2020 1634313



QUESTION 15



STATEMENT SHOWING COMPUTATION OF STOCK AS ON 30-6-2020

SR.

NO PARTICULARS AMOUNT AMOUNT

A Stock as on 23-06-2020 4800000

B Add -

Goods lying with Consignee 240000

Cost of Goods Purchased & Received 240000

Cost of Goods in Transit 160000

50% of Goods Returned by Customer to whom Goods Sent 
on Approval 128000

50% of Goods lying with Customer to whom Goods Sent on 
Approval 128000 896000

C Less -

Cost of Normal Goods Sold 736000

Cost of Goods on Approval Basis 256000

Cost of Abnormal Goods 240000 1232000

D Value of Stock as on 30-6-2020 4464000





QUESTION 16 





STATEMENT SHOWING COMPUTATION OF STOCK AS ON 31-3-2021

SR.NOPARTICULARS AMOUNT AMOUNT

A Stock as on 30-09-2020 240000

B Add -

Under casting of Stock Sheet                                                      600

Purchases (210000-9000+12000)                                       213000

Cost of Goods Returned (3000*80%)                                       2400 216000

C Less -

overcasting of Stock Sheet                                                       1000

Cost of Goods Sold (270000-15000+12000) * 80% 213600 214600

D Value of Stock as on 31-3-2021 241400



QUESTION 17 





STATEMENT SHOWING COMPUTATION OF STOCK AS ON 31-3-2017

SR.NO PARTICULARS AMOUNT

A Stock As on 31st March 2017 (Given) 750000

B Add – Goods Purchased But Not Included in Stock 500000

C
Add – Goods Sent To Customers on Approval Basis At 
Cost 150000

D Value of Closing Stock as on 31st march 2017 (A+B+C) 1400000



Particulars Amount Particulars Amount

To Advertisement 
(Free Sample)

80000 By Net profit 800000

To Sales 
(Goods Sent on Approval 
Wrongly treated As Sale) 
(150000+1/3 of 150000)

200000
By Electric Fittings 30000

By Goods Distributed as 
Free Sample

80000

To Adjusted Net Profit
(Bal Fig)

1680000 By Sales to Be recorded 
in March

400000

By Increase in Closing 
Stock
(1400000-750000)

650000

1960000 1960000

Adjusted Profit & Loss Account



DEPRECIATION



QUESTION 18



Date Particulars Amount Date Particulars Amount

1-1-19 To Bank A/c
(354294 + 393300 
+ 1152406)

1900000 1-6-19 By Depreciation ON 
Machine Sold A/c

14762

1-6-19 To Bank A/c 280000 1-6-19 By Bank A/c 75000

1-6-19 To Bank A/c 8920 1-6-19 By P/L A/c 264532

Machinery A/c



Date Particulars Amount Date Particulars Amount

1-6-19 By Depreciation on 
Machine Scrapped 
A/c

16388

1-6-19 By P/L A/c 376912

31-12-19 By Depreciation A/c
(115241 + 16854)

132095

31-12-19 By Bal C/d (BF) 1309231

2188920 2188920



WN 1 - Calculation of Profit/Loss on Sale of Machinery 1 

Sr.No Particulars Amount

A Cost on 1-1-17 437400

B Depreciation for 2017 43740

C WDV as on 1-1-18 393660

D Depreciation for 2018 39366

E WDV as on 1-1-19 354294

F Depreciation for For 5 Months of 2019 14762

G WDV Before Sale as on 1-6-2019 339532

H Sale Value 75000

I Loss on Sale (G-H) 264532



WN 2 - Calculation of Profit/Loss on Sale of Machinery 2 

Sr.No Particulars Amount

A Cost on 1-1-18 437000

B Depreciation for 2018 43700

C WDV as on 1-1-19 (A-B) 393300

D Depreciation for 2019 for 5 Months 16388

E WDV Before Sale as on 1-6-2019 (C-D) 376912

F Sale Value 0

G Loss on Sale (E-F) 376912



QUESTION 19



Date Particulars Amount Date Particulars Amount

1-1-17 To Bank A/c 160000 31-12-17 By Depreciation A/c
(20000+4000)

24000

1-1-17 To Bank A/c 40000 31-12-17 By Bal C/d (BF)
(180000+76000)

256000

1-7-17 To Bank A/c 80000

280000 280000

Machinery A/c



Date Particulars Amount Date Particulars Amount

1-1-18 To Bal B/d
(180000+76000)

256000 31-12-18 By Depreciation A/c
(20000 + 8000)

28000

31-12-18 By Bal C/d (BF)
(160000+68000)

228000

256000 256000



Date Particulars Amount Date Particulars Amount

1-1-19 To Bal B/d
(160000+68000)

228000 1-7-19 By Depreciation on 
Machine Sold A/c

10000

30-9-19 To Bank A/c 30000 1-7-19 By Bank A/c 100000

1-7-19 By P/L A/c 50000

31-12-19 By Depreciation A/c
(8000 + 750)

8750

31-12-19 By Bal C/d (BF)
(60000 + 29250)

89250

258000 258000



Date Particulars Amount Date Particulars Amount

1-1-20 To Bal B/d
(60000+29250)

89250 31-12-20 By Depreciation A/c
(9000 + 4388)

13388

31-12-20 By Bal C/d (BF)
(51000+24862)

75862

89250 89250



QUESTION 20



Case A

Property Plant & Equipment A/c……Dr  200000

To Revaluation Surplus A/c                                  200000

Case B

Revaluation Surplus A/c……Dr         200000

To Property Plant & Equipment A/c             200000

Case C

Revaluation Surplus A/c……Dr          300000

Profit & Loss A/c…….Dr                       100000

To Property Plant & Equipment A/c             400000



QUESTION 21

Prepare Necessary Accounts Assuming provision For Depreciation Account is being 
Maintained



Date Particulars Amount Date Particulars Amount

01/04/2018 To Bank A/c 12,00,000 31/03/2019 By Balance c/d (BF) 12,00,000

12,00,000 12,00,000

01/04/2019 To Balance b/d 12,00,000 31/03/2020 By Balance c/d 12,00,000

12,00,000 12,00,000

Machinery A/c



Date Particulars Amount Date Particulars Amount

01/04/2020 To Balance b/d 12,00,000 01/10/2020 By Machinery Disposal A/c 80,000

01/10/2020 To Bank A/c 1,58,000 31/03/2021 By Balance c/d (BF) 12,78,000

13,58,000 13,58,000



Date Particulars Amount Date Particulars Amount

31/03/2019 To Balance c/d (BF) 120000 31/03/2019 By Depreciation A/c 120000

120000 120000

31/03/2020 To Balance c/d (BF) 2,28,000 01/04/2019 By Balance b/d 120000

31/03/2020 By Depreciation A/c 108000

2,28,000 2,28,000

Provision for Depreciation A/c



Date Particulars Amount Date Particulars Amount

01/10/2020
To Machinery Disposal 
A/c 18,440 01/04/2020 By Balance b/d 2,28,000

01/10/2020
By Depreciation A/c (Asset 
sold) 3,240

31/03/2021 To Balance c/d (BF) 3,11,420 31/03/2021
By Balance c/d (BF) 
(90720+7900) 98,620

3,29,860 3,29,860



Date Particulars Amount Date Particulars Amount

01/10/2020 To Machinery A/c 80,000 01/10/2020 By Cash /Bank A/c 45,000

01/10/2020
By Provision for Depreciation 
A/c 18,440

31/03/2021 By P&L A/c (loss) 16,560

80,000 80,000

Machinery Disposal A/c



Date Particulars Amount Date Particulars Amount

31/03/2019
To Provision for 
Depreciation A/c 120000 31/03/2019 By P&L A/c 120000

120000 120000

31/03/2020
To Provision for 
Depreciation A/c 1,08,000 31/03/2020 By P&L A/c 1,08,000

1,08,000 1,08,000

01/10/2020

To Provision for 
Depreciation A/c

3,240 31/03/2021 By P&L A/c 1,01,860

31/03/2021

To Provision for 
Depreciation A/c
(90720+7900) 98,620

1,01,860 1,01,860

Depreciation A/c



FINAL ACCOUNTS 
OF 

NON MANUFACTURING ENTITY



QUESTION 22





Balance Sheet as on 31st March 2020

Liabilities Amount Assets Amount

Capital                                  5000000 Plant & Machinery                                3000000

Less - Drawings                      600000 Less -Depreciation at 10%                     300000 2700000

Add - Net profit                     1670000 6070000 Furniture & Fixture                                300000

Less -Depreciation at 5%                         15000 285000

Trade Recievables                                2000000

Less - RDD at 5%                                  100000 1900000

Cash at Bank 1035000

Inventories 1450000

Prepaid Insurance 20000

Trade Payables 1140000

Outstanding Expenses 180000

7390000 7390000

Working Notes

Profit & Loss A/c (Revised)

Particulars Amount Particulars Amount

To Expenses 180000 By Bal B/d 1830000

To NP Trf to Capital A/c (Bal Fig) 16,70,000 By Insurance 20000

18,50,000 18,50,000



QUESTION 23









Trading & Profit & Loss Account

For the year Ended 31-03-20

Particulars Amount Particulars Amount

To Opening Stock 620000 By Sales                   2300000

To Purchases                  1400000 Less - Returns              42000

Less - Pur of Typewriter      40000 Less - Sale of Furniture 14000 2244000

Less - Returns                    26000 1334000 By Closing Stock 440000

To Freight on Purchase 12000

To Gross profit Carried to P/l A/c 718000

2684000 2684000



To Salaries 110000 By Gross Profit B/d 718000

To Rent Godown 55000 By Discount Received from Creditors 16000

Add - O/s Rent                               11000 66000

To Interest on Loan                            27000

Add - O/s Interest                                6000 33000

To Rates & Taxes 21000

To Discount Allowed to Debtors 24000

To RDD                                              43000

Less - Old RDD                                   30000 13000

To Carriage Outwards 20000

To Printing & Stationary 18000

To Electricity Charges 22000

To Insurance Premium                        55000

Less - Life insurance of Proprietor        40000

Less - Prepaid Insurance                       3000 12000

To General Office Expenses 30000

To Bad Debts 20000

To Bank Charges 16000

To Motor Car Expenses 36000

To Depreciation

Furniture & Fixture                              20000

Office Equipment                                30000

Building                                             30000

Motor Car                                          40000 120000

To Net Profit Transferred to Capital A/c 173000

734000 734000



Balance Sheet as on 31-03-20

Liabilities Amount Assets Amount

Capital                                           1620000 Furniture & Fixtures                            214000

Less - Drawings                                120000 Less - Included on Sales                       14000

Less - Life Insurance Premium             40000 Less - Depreciation at 10%                   20000 180000

Add - Net Profit                                173000 1633000 Office Equipment                                160000

Add - Typewriter                                  40000

200000

Less - Depreciation @15%                    30000 170000

Vishwanath Loan                              300000 Building                                             600000

Add - Outstanding Interest                    6000 306000 Less - Depreciation @5%                      30000 570000

Sundry Creditors 430000 Motor Car                                          200000

Outstanding Rent 11000 Less - Depreciation @20%                    40000 160000

Sundry Debtors                                  860000

Less - Provision For RDD@5%               43000 817000

Prepaid Insurance 3000

Closing Stock 440000

Cash in Hand 14,000

Cash at Bank 26,000

2380000 2380000



QUESTION 24











QUESTION 25







Sr.No Particulars LF Amount Amount

1 Sales Return A/c…..Dr 10300

To Purchase A/c 10300

(Being Sales return Included in Purchase , now

Rectified)

2 Sales A/c…..Dr 6900

To Purchase Return A/c 6900

(Being Purchase Return Included in Sales , Now

Rectified)

Rectification Entries



Sr.No Particulars LF Amount Amount

3 Drawings A/c…..Dr 14000

To Purchase A/c 14000

(Being goods Withdrawn included in purchase ,

Now Rectified)

4 Plant & Machinery A/c….dr 1800

To Wages A/c 1800

(Being wages paid for installation of P & M was

debited to wages , now rectified)



Sr.No Particulars LF Amount Amount

5 Advertisement A/c…..Dr 3300

To Purchase A/c 3300

(Being Entry Recorded)



In the Books of Satender

Trading and Profit & loss A/c

For the year  ended 31-03-2021

Particulars Amount Particulars Amount

To Opening Stock 

1,29,000

By Sales                             8,54,300

Less - Returns                    (10,300) 8,44,000

To Purchases             6,12,400

Less – Returns             (6,900) 6,05,500

By Closing Stock 

(3,20,000/80%) = 4,00,000/80% 5,00,000

To Wages 46,860

To Carriage Inward 4,500

To Gross profit 5,58,140

13,44,000 13,44,000



Particulars Amount Particulars Amount
To Interest on loan 12,000 By Gross Profit 5,58,140

To Advertisement 16,700

To Bad Debts 4,400

To Depreciation By Bad Debts Recovered 1,800

-Plant & Machinery         16,000

-Furniture & Fixture           4,100 20,100

By Provisions for Doubtful

Debts(Old) 12,800

To Salaries 90,200

By Provisions for Discount on

Debtors (Old) 5,500

To Rent 17,200

To Carriage Outward 5,400

To Provisions for Doubtful Debts

(New) 24,000

To Provisions for Discount on Debtors

(New) 11,400

To Printing & Stationary 5,000

To Office Expenses 40,640

To Net Profit  3,31,200

5,78,240 5,78,240



Balance Sheet as on 31st March 2021

Liabilities Amount Assets Amount

Capital                              2,60,000

Less – Drawings               (46,000)

Add Profit                         3,31,200 5,45,200

Plant & Machinery                            80,000

Lees – Depreciation @20%           (16,000)

64,000

Furniture & Fixatures                       41,000

Lees – Depreciation @10%             (4,100) 36,900

Salary Payable 9,800 Prepaid Rent 1,200

Bank Overdraft 3,20,00 Closing Stock 5,00,000

Sundry Creditors 1,90,000
Sundry Debtors                             4,80,000

Less - Provisions for Doubtful 

Debts @5%                                      24,000

456000

Less - Provisions for Discount on

Debtors @25% 11400 4,44,600

Cash in Hand 5,800

Cash at Bank 12,500

10,65,000 10,65,000



QUESTION 26







In The Books of M/s. Designer Wear

Trading and Profit & loss A/c

For the Year Ended 31-03-2021

Particulars Amount Particulars Amount

To Purchases 17,00,000 By Sales 20,00,000

By Closing Stock 5,50,000

To Gross Profit (BF) 8,50,000

25,50,000 25,50,000



Particulars Amount Particulars Amount

To Travelling Exp 45,000 By Gross profit 8,50,000

To Telephone Charges 50,000

To Carriage Outward 60,000

To Depreciation

-Building                        30,000

-Furniture                        1,000 31,000

To Entertainment Exp 5,000

To Misc. Exp 15,000

To Interest On Loan 33,300

To Electricity Exp          40,000

Add – O/s                      20,000 60,000

To Maintenance Exp 25,000

To Net Profit 5,25,700

8,50,000 8,50,000



Balance Sheet as on 31st March 2021

Liabilities Amount Assets Amount

Capital Introduced      3,00,000

Add- Additional Capital       

2,00,000

Less – Drawings         (60,000)

Add – Profit                5,25,700 9,65,700

Building                                6,00,000

Less – Depreciation @5%    (30,000)

5,70,000

Furniture                                  10,000

Less – Depreciation @10%    (1,000) 9,000

Bank Loan                  3,00,000

Less – Repaid            (60,000) 2,40,000 Closing Stock 5,50,000

O/s Electricity Charges 20,000

Security Deposit for Telephone

Connection 7,000

Cash at Bank 89,700

12,25,700 12,25,700







FINAL ACCOUNTS 
OF 

MANUFACTURING ENTITY



QUESTION 27





In The Books of Mr. PANKAJ

Manufacturing A/c

For the year Ended 31-03-2020

Particulars Amount Particulars Amount

To Opening Work In Progress 390000

To Raw Material Consumed (WN 1) 1184000 By By-Products 20000

By Closing Work in Progress 507000

To Direct Wages 210000
By Cost of Production Trf to Trading 
Account 1781000

(Bal Fig)

To Direct Manufacturing Expenses

Royalty On Production 130000

To Indirect Manufacturing Expenses

Indirect Material                                  16000

Indirect Wages                                    48000

Repairs & Maintenance                       230000

Dep on Factory Shed                           40000

Dep on P & M                                      60000 394000

2308000 2308000

Working Note 1 - Calculation of RM Consumed

RAW Material Consumed = Opening Stock of RM  + Purchase of RM  - Return of RM - Closing Stock of RM

RAW Material Consumed = 302000+1210000-18000-310000

= 1184000



QUESTION 28







In The Books of M/s. Shivi

Manufacturing A/c

For the year Ended 31-03-2020

Particulars Amount Particulars Amount

To RM Consumed (Bal Fig) 1000000

To Wages                                              350000

Less - Wages for Office                             50000 300000

By Trading Account (WN 2) 1800000

To Direct Manufacturing Expenses           244000

Less - Electricity expenses of office            24000

Less - Delivery Charges to customer          20000 200000

To Indirect Manufacturing Expenses

Depreciation (200000+100000) 300000

1800000 1800000

Raw Material A/c

For the year Ended 31-03-2020

Particulars Amount Particulars Amount

To Opening Stock 100000 By RM Consumed 1000000

To Creditors (WN 1) 1300000 By Closing Stock (Bal Fig) 400000

1400000 1400000



Working Notes

WN - 1 Creditors A/c

For the year Ended 31-03-2020

Particulars Amount Particulars Amount

To Bank A/c 2200000 By Bal B/d 1500000

By Purchases (Bal Fig) 1300000

To Bal C/d 600000

2800000 2800000

WN - 2 CALCULATION OF REVISED COST OF PRODUCTION

PARTICULARS AMOUNT

Cost of Production as Per Manufacturing Account 1794000

Add - Depreciation on Plant 100000

Less - Electricity Expenses 24000

Less - Delievery Charges to customer 20000

Less - Wages of Office labour 50000

Revised Cost of Production 1800000



QUESTION 29







In The Books of Mr. Pandit

Manufacturing A/c

For the year Ended 31-03-2020

Particulars Amount Particulars Amount

To Opening Stock of RM 150000

To Purchase                                 500000
By cost of Production trf to trading 
A/c (Bal Fig) 808000

Less - Returns                                 5000 495000

To Coal & Fuel 15000

To factory Rent & rates 20000

To Direct Wages 80000

To Depreciation on Plant & Machinery 3000

To Power 30000

to carriage inward 15000

808000 808000



Trading & P/L A/c

For the year Ended 31-03-2020

Particulars Amount Particulars Amount

To opening Stock of FG 75000 By Sales                                        850000

to Cost of Production 808000 Less - Sales return                           10000 840000

By Closing Stock 100000

To Gross profit (bal Fig) 57000

940000 940000

To Interest paid                                         7000 By Gross profit 57000

Less - Prepaid                                           1500 5500 By Old RDD 2000

To Salary                                                20000 By Commission 12500

Add - O/s Salary                                        2000 22000 By interest on Investments 15000

To RDD 2000

To Depreciation on Land & Building 1000

to general Expenses 4000

To Advertisment 5000

To bad Debts 4000

to Discount Allowed 3000

To carriage outward 7000

To Commision Paid 5000

To Dividend paid 4000

To Net profit 24000

86500 86500



BALANCE SHEET

AS ON 31-03-2020

Particulars Amount Particulars Amount

Capital                                                  100000 Land & Building                              100000

Less - drawings                                       20000 Less - Depreciation                             1000 99000

Add - Net profit                                       24000 104000 Plant & machinery                            30000

Less - Depreciation                             3000 27000

Prepaid interest 1500

Loose Tools 30000

Sundry Debtors                                   
40000

Sundry Creditors 50000
Less - RDD                                           
2000 38000

Outstanding Salary 2000 Investments 25000

Bills payable 24000 Cash in hand 20000

Long Term loan 200000 Cash at Bank 5000

bank Overdraft 23000 Furniture & Fixtures 15000

Bills Receivable 15000

Closing Stock 100000

Accrued Commission 12500

Accrued interest 15000

403000 403000



FINANCIAL STATEMENTS
OF

NPO



QUESTION 30







Expenditure Amount Income Amount

By Subscription 28912

To Sundry Expenses 10075 By Misc. Income 700

To Magazine & Newspaper 2286 By Interest on FD 2000

To Rent & Electricity 7329

To Salaries 11460
By Deficit transferred to Capital 
Fund 2888

To Depreciation

Furniture                        960

Sports Equipment         1640

Library Books                 750 3350

34500 34500

In The Books of Sportswriters Club
Income & Expenditure A/c

For the Year Ended 31St March 2020



liability 31-3-20 31-3-19 Assets 31-3-20 31-3-19

Capital Fund           47000
47,000 Furniture                            9600 9600

Less - Deficit             2888 44112 Less - Dep at 10%                 960 8640

Outstanding Salary
170 710 Library Books 5250 5000

Outstanding Rent & 
Electricity

973 864 Sports Equipments 6560 7200

Outstanding Magazine & 
Newspaper

340 226 Fixed Deposit 20000 20000

Cash in Hand 2450 4820

Interest Accrued on FD 500 500

Oustanding Subscription 1575 1263

Prepaid Expenses 620 417

45,595 48,800 45,595 48,800

Balance Sheet

As on 



Working Notes

Subscription A/c

Particulars Amount Particulars Amount

To Bal B/d 1263

To Income & Exp A/c (Bal Fig) 28,912 By Cash/Bank A/c 28,600

By Bal C/d 1,575

30,175 30,175

Interest on FD A/c

Particulars Amount Particulars Amount

To Bal B/d 500

To Income & Exp A/c 2,000 By Bank A/c 2,000

By Bal C/d 500

2,500 2,500



Salary A/c

Particulars Amount Particulars Amount

By Bal B/d 710

To Cash/Bank A/c 12,000 By Income & Exp A/c (Bal Fig) 11,460

To Bal C/d 170

12,170 12,170

Rent & Electricty A/c

Particulars Amount Particulars Amount

By Bal B/d 864

To Cash/Bank A/c 7,220 By Income & Exp A/c (Bal Fig) 7,329

To Bal C/d 973

8,193 8,193



Magazine & Newspaper A/c

Particulars Amount Particulars Amount

By Bal B/d 226

To Cash/Bank A/c 2,172 By Income & Exp A/c (Bal Fig) 2,286

To Bal C/d 340

2,512 2,512

Sundry Expenses A/c

Particulars Amount Particulars Amount

To Bal B/d 417

To Cash/Bank A/c 10,278 By Income & Exp A/c (Bal Fig) 10,075

By Bal C/d 620

10,695 10,695



Library Books A/c

Particulars Amount Particulars Amount

To Bal B/d 5000

To Cash/Bank A/c 1,000 By Depreciation (Bal Fig) 750

By Bal C/d 5,250

6,000 6,000

Sports Equipment  A/c

Particulars Amount Particulars Amount

To Bal B/d 7200

To Cash/Bank A/c 1,000 By Depreciation (8200*20%) 1,640

By Bal C/d (Bal Fig) 6,560

8,200 8,200



QUESTION 31





Receipts Amount Payment Amount

To Bal B/d (Bal Fig) 1390 By Audit Fees 200

To Subscription 7170 By Honararium to Secretary 1000

To Entrance Fees 250 By Printing & Stationary 450

To Contribution for Annual 
Dinner 1000 By Annual Dinner Expenses 1500

To Annual Sports Meet Receipts 750 By Interest & Bank charges 150

By Salary 4700

By Sports Equipment 400

By General Expenses 560

By Bal C/d 1,600

10560 10560

In The Books of Youth Club
Receipt & payment A/c

For the Year Ended 31St Dec 2020



liability 31-12-20 31-12-19 Assets 31-12-20 31-12-19

Capital Fund         11540
11540

Freehold Ground 10000 10000

Add - Surplus           600 12140 Sports Equipment 2700 2600

Oustanding Salary 450
400

Cash in Hand 1600 1390

Subscription Received in 
Advance 270

450
Prepaid Insurance 60

Bank Loan 2000
2000 Outstanding 

Subscription 750
600

Oustanding Audit Fees 250
200

15,110 14,590 15,110 14590

Balance Sheet 



Subscription A/c

Particulars Amount Particulars Amount

To Bal B/d (Opening O/S Sub) 600 By Bal B/d (op. sub recd in adv) 450

To Income & Exp A/c 7500 By Cash/Bank A/c (Bal Fig) 7,170

To Bal C/d (Cl. Sub recd in adv) 270 By Bal C/d (cl.o/s sub) 750

8,370 8,370

General Expenses A/c

Particulars Amount Particulars Amount

To Cash / Bank A/c (Bal Fig) 560 By Income & Exp A/c 500

By Bal C/d (Prepaid Insurance) 60

560 560



Audit Fees A/c

Particulars Amount Particulars Amount

By Bal B/d (Bal Fig) 200

To Cash/Bank A/c 200 By Income & Exp A/c 250

To Bal C/d 250

450 450

Sports Equipment A/c

Particulars Amount Particulars Amount

To Bal B/d 2600

To Cash/Bank (Bal Fig) 400 By Depreciation 300

By bal C/d 2,700

3,000 3,000



Salary A/c

Particulars Amount Particulars Amount

By Bal B/d 400

To Cash/Bank A/c (Bal Fig) 4,700 By Income & Expenditure A/c 4,750

To bal C/d 450

5,150 5,150



QUESTION 32



Reciepts Amount Payment Amount

To Bal B/d

Cash in Hand 8000

By Creditors for Medicine Supply 30000

To Subscription 50000 By Honararium to Doctor 10000

To Donation 15000 By Salaries 28000

To Interest on Investments 9000 By Sundry Expenses 1000

To Charity Show Collections 12500 By Equipment Purchase 15000

By Charity Show Expenses 1500

By Bal C/d

Cash in Hand (Bal Fig) 9000

94500 94500

In The Books of Bombay Aid Medical Society
Receipt & payment A/c

For the Year Ended 31St Dec 2020



Expenditure Amount Income Amount

To Medicine Consumed 29000 By Subscription 51200

To Honararium to Doctor 10000

To Salaries 28000 By Donation 15000

To Sundry Expenses 1000 By Interest on Investments 9000

To Depreciation
By Charity Show Collection         
12500

Equipment                             
6000

Less - Charity Show Expenses      
1500 11000

Building                                 
2000 8000

To Surplus Trf to Capital Fund 10200

86200 86200

Income & Expenditure A/c

For the Year Ended 31St Dec 2020



liability 31-12-20 31-12-19 Assets 31-12-20 31-12-19

Capital Fund        180300 Equipment 30000 21000

Add - Surplus        10200 190500 1,80,300 Building 48000 50000

Creditors for Medicine 
Supply 13000 9000 9% Investments 100000 100000

Subscription Received in 
Advance 700 1200

Outstanding 
Subscription 2200 1500

Stock of Medicine 15000 10000

Cash in Hand 9000 8000

2,04,200 1,90,500 2,04,200 1,90,500

Balance Sheet 



Working Notes

Subscription A/c

Particulars Amount Particulars Amount

To Bal B/d 1500 By Bal B/d 1200

To Income & Exp  A/c (Bal Fig) 51,200 By Cash/Bank A/c 50,000

To Bal C/d 700 By Bal C/d 2,200

53,400 53,400

Medicine A/c

Particulars Amount Particulars Amount

To Bal B/d 10000

To Purchase of Medicine 34,000 By Income & Exp A/c (Bal Fig) 29,000

By Bal C/d 15,000

44,000 44,000



Creditors for Medicine A/c

Particulars Amount Particulars Amount

By Bal B/d 9000

To Cash/Bank A/c 30,000 By Purchase of Medicine (Bal Fig) 34,000

To Bal C/d 13000

43,000 43,000

Equipments A/c

Particulars Amount Particulars Amount

To Bal B/d 21000

To Cash/Bank A/c 15,000 By Depreciation (Bal Fig) 6,000

By Bal C/d 30,000

36,000 36,000



Building A/c

Particulars Amount Particulars Amount

To Bal B/d 50000

By Depreciation (Bal Fig) 2,000

By Bal C/d 48,000

50,000 50,000



QUESTION 33





Expenditure Amount Income Amount

To Rent 1700 By Fees From Patients 4800

To Printing & Stationary 2400 By Subscription 24500

To Diet Expenses 15600 By Government Grant 20000

To Electricity & Water Charges 2400 By Donation 8000

To Office Expenses 2000
By Net Collection from Benefit 
Shows 6000

To Salaries 24000 By Interest on Investments 800

To Surplus Trf to Capital Fund 16000

64100 64100

In The Books of Jeevan Hospital
Income & Expenditure A/c

For the Year Ended 31St December 2019



liability 31-12-19 01-01-19 Assets 31-12-19 01-01-19

Capital Fund        49300

49300 Building 140000 90000

Add - Surplus      16000 65300 Furniture 6000

Building Fund

160000 80000 Hospital Equipment 51000 34000

Subscription Received in 
Advance

2400 Cash in Hand 1400 800

Outstanding Salary

7200 Bank Balance 6800 5200

Investments 20000

Prepaid Rent 300

Interest Accrued on 
Investment

800

Outstanding 
Subscription

1400 6500

227700 136500 227700 136500

Balance Sheet 
As on  



Subscription A/c

Particulars Amount Particulars Amount

To Bal B/d 6500

To Income & Exp  A/c (Bal Fig) 24,500 By Cash/Bank A/c 32,000

To Bal C/d 2400 By Bal C/d 1,400

33,400 33,400

Salaries A/c

Particulars Amount Particulars Amount

By Bal B/d 7200

To Cash/Bank A/c 31,200 By Income & Exp A/c (Bal Fig) 24,000

31,200 31,200



Hospital Equipment A/c

Particulars Amount Particulars Amount

To Bal B/d (Bal Fig) 34,000

To Cash/Bank A/c 17,000

By Bal C/d 51,000

51,000 51,000

Furniture A/c

Particulars Amount Particulars Amount

To Cash/Bank A/c 6,000

By Bal C/d 6,000

6,000 6,000



Building A/c

Particulars Amount Particulars Amount

To Bal B/d (Bal Fig) 90000

To Cash/Bank A/c 50,000

By Bal C/d 1,40,000

1,40,000 1,40,000

Rent A/c

Particulars Amount Particulars Amount

To Cash/ Bank A/c 2,000 By Income & Exp A/c (Bal Fig) 1,700

By Bal C/d 300

2,000 2,000



Building Fund A/c

Particulars Amount Particulars Amount

By Bal B/d 80000

By Cash/Bank A/c 80,000

To Bal C/d (Bal Fig) 160000

1,60,000 1,60,000



QUESTION 34





In The Books of MBS Club

Receipts & payment A/c

for the year ended 31St March 2019

Receipts Amount Payments Amount

To Bal B/d

Cash in Hand & at Bank 110000 By Salary 60000

To Sale of 10% Investments 70000 By Sports Expenses 50000

To Interest on 10% Investments 14000 By Misc Expenses 5000

To Sale of Furniture 8000 By Sports Goods 10000

To Subscription 245000 By Machinery 10000

By Rent 22000

By Bal C/d

Cash in Hand & at Bank 290000

447000 447000



Income & Expenditure A/c

for the year ended 31St March 2019

Expenditure Amount Income Amount

To Depreciation By Subscription 300000

Machinery                    1500 By Interest on Investment 17500

Sports Goods                2250

Furniture                      1400 5150

To Sports Expenses 50000

To Rent 24000

To Misc Expenses 5000

To Loss on Sale of Furniture 6000

To Salary 63000

To Surplus 164350

317500 317500



Working Notes

Subscription A/c

Particulars Amount Particulars Amount

To bal B/d 140000 By Bal B/d 25000

To Income & Exp A/c 300,000 By Cash /Bank (Bal Fig) 245,000

To Bal C/d 30000 By Bal C/d 200,000

470,000 470,000

Salary A/c

Particulars Amount Particulars Amount

By Bal B/d 15000

To Cash/Bank A/c 60,000 By Income & Exp a/c (Bal Fig) 63,000

To Bal C/d 18000

78,000 78,000



10% Investment

Particulars Amount Particulars Amount

To Bal B/d 140000

By Cash/Bank A/c 
(175000*50%*80%) 70,000

By Bal C/d 70,000

140,000 140,000

Furniture A/c

Particulars Amount Particulars Amount

To Bal B/d 28000 By Cash/Bank A/c 8000

By Loss on Sale of Furniture (Bal 
Fig) 6,000

By Depreciation 1,400

By Bal C/d (14000-1400) 12,600

28,000 28,000



Interest on Investment A/c

Particulars Amount Particulars Amount

To Income & Expenditure A/c 17500 By Bank A/c 14000

(17500*10%)

By Bal C/d (Bf) 3500

17500 17500



QUESTION 35





Expenditure Amount Income Amount
By Donation & Subscription 2550

To Fares                             400 By Receipts From Teas              300

Less - Contribution               100 300 Less - Cost Of Teas                   250 50

To Groundsmen Fees 750
By Net Proceeds of Variety 
Entertainment 780

To Rent of Ground 250 By Bank Interest 50

To Honararium to Secretary & 
Treasurer 600

To Bonus to Groundsmen 300

To Repairs 460

To Printing & office Expenses 260

To Depreciation on Equipment 470

To Surplus Trf to Capital Fund 40

3430 3430

In The Books of Exe Club
Income & Expenditure A/c

For the Year Ended 31St March 2020                             (Rs. In 000)



liability3 31-3-20 31-3-19 Assets 31-3-20 31-3-19

Capital Fund              3080 Equipment 1750 800

Add - Surplus               40 3120 3080

Secretaries Honararium 
Payable 600 400

Donation for Forthcoming 
Tournament 1000 Interest accrued 20

Amount due for Printing 80 100 Outstanding Subscription 100 150

Balance In Current A/c 
(Overdraft) 110 Cash in Hand 250 100

Bonus Payable To 
Groundsmen 300 Balance In Deposit A/c 3090 2230

Balance in Current A/c 300

5210 3580 5210 3580

Balance Sheet 

As on 31St March 



Bank Interest A/c

Particulars Amount Particulars Amount

To Income & Exp A/c (Bal Fig) 50 By Bank A/c 30

By Bal C/d (Interest accrued) 20

50 50

Donation & Subscription A/c

Particulars Amount Particulars Amount

To Bal B/d 150

To Income & Exp A/c (Bal Fig) 2,550 By Cash/Bank A/c 2,600

By Bal C/d 100

2,700 2,700



Equipment A/c

Particulars Amount Particulars Amount

To Bal B/d 800 By Depreciation (Bal Fig) 470

To Cash/Bank A/c 1,500 By Cash/Bank A/c 80

By Bal C/d 1,750

2,300 2,300

Printing & Office Expenses A/c

Particulars Amount Particulars Amount

By Bal B/d 100

To Cash/Bank A/c 280 By Income & Exp A/c (Bal Fig) 260

To Bal C/d 80

360 360



Repairs A/c

Particulars Amount Particulars Amount

By Bal B/d 300

To Cash/Bank A/c 500 By Income & Exp A/c (Bal Fig) 460

To Bal C/d 260

760 760

Honararium to Secretary & Treasurer A/c

Particulars Amount Particulars Amount

By Bal B/d 400

To Cash/Bank A/c 400 By Income & Exp A/c 600

To Bal C/d (Bal Fig) 600

1,000 1,000



Bonus to Groundsmen A/c

Particulars Amount Particulars Amount

By Income & Exp A/c (Bal Fig) 300

To Bal C/d 300

300 300



BRS as on 31-03-2019

Particulars Amount

A. Balance as Per Pass Book 600

B. Less - Cheque Issued but Not Presented 300

C. Balance as Per Cash Book 300

BRS as on 31-03-2020

Particulars Amount

A. Balance as Per Pass Book 150

B. Less - Cheque Issued but Not Presented 260

C. Balance as Per Cash Book (Overdraft) -110



ACCOUNTS FROM 
INCOMPLETE RECORDS

(SINGLE ENTRY SYSTEM)
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STATEMENT OF AFFAIRS AS ON
LIABILITIES 01-04-20 01-04-22 ASSET 01-04-20 01-04-22

Capital (BF) 3,13,000 5,65,000 Loan to Moti’s brother - 20,000

Moti’s brother 40,000 Cash-in-hand 25,500 16,000

Sundry Creditors 35,000 55,000 Inventory 56,000 91,500

Debtors 41,500 52,500

Land & building 1,90,000 1,90,000

Wife’s Jewelry 75,000 1,25,000

Motor Car - 1,25,000

3,88,000 6,20,000 3,88,000 6,20,000



STATEMENT SHOWING COMPUTATION OF RPOFIT
SR.NO PARTICULARS AMOUNT

A Closing Capital 5,65,000

B Add- Drawings (4,000 x 12 months x 2 years) 96,000

C Closing adjusted capital 6,61,000

D Less- Opening capital 3,13,000

E Profit for 20-21 & 21-22 3,48,000



Actual income     = 3,48,000

Income declared = 105000+123000

= 2,28,000

Income suppressed = 348000- 228000

= 1,20,000

Conclusion:- Income tax officers contention is correct, Moti has declared his income less by 1,20,000



QUESTION 37







In the books of Mr. Manoj

Trading and Profit & loss A/c

For the year ended 31st March 2022

Particulars Amount Particulars Amount

To Opening stock 8,040 By Sales

To Purchases Cash                                                      4,600

Cash                                          1,030 Credit                                                    67,210

Credit                                       58,000

5

9

,

0



Particulars Amount Particulars Amount

By Gross profit 14,810

To Bad debts 420

To Discount on debtors 1,500 By Discount received 700

To Expenses 9,300

To Net Profit (BF) 4,290

15,510 15,510



Liability 31-3-22 01-04-21 Assets 31-3-22 01-04-21

Capital                          26,770 26,770 Sundry Assets 12,040 11,610

Add- Additional              8,500 Debtors 17,870 16,530

Less- Drawings              3,180 Stock 11,120 8,040

Add- Profit                      4,290 36,380 Cash & bank balance 8,080 6,960

O/S expenses 330 600

Creditors 12,400 15,770

49,110 43,140 49,110 43,140

Balance Sheet as on 



Working Notes

Cash & Bank A/c

Particulars Amount Particulars Amount

To Balance b/d 6,960 By Purchase 1,030

To Capital 8,500 By Expenses 9,570

To Debtors 62,500 By Machinery 430

To Cash 5,000 By Drawing's 3,180

To Bank 9,240 By Bank 5,000

To Sales A/c (BF) (Cash Sale) 4,600 By Cash 9,240

By Creditors 60,270

By Balance c/d 8,080

96,800 96,800



Debtor’s A/c
Particulars Amount Particulars Amount

To Balance b/d (BF) 16,530 By Sales return 1,450

To sales A/c (71,810 - 4,600) 67,210 By Bank 62,500

By Bad debts 420

By Discount (64,000-62,500) 1,500

By Balance c/d 17,870

83,740 83,740

Creditor’s A/c
Particulars Amount Particulars Amount

To Bank 60,270 By Balance b/d 15,770

To Discount 700 By Purchases (BF) 58,000

To Purchase return 400

To Balance c/d 12,400

73,770 73,770



Expenses A/c
Particulars Amount Particulars Amount

To Cash A/c 9,570 By Balance b/d 600

To Balance 330 By P/L A/c (BF) 9,300

9,900 9,900



QUESTION 38









In the books of Anup

Trading and Profit & loss A/c

For the year ended 31st March 2022

Particulars Amount Particulars Amount

To Opening stock 1,10,000

By Sales                                              

9,59,750

To Purchases                      4,54,100 Less- Return                                            1,200 9,58,550

Less- Return                             4,200 4,49,900 By Closing stock 1,90,000

To Gross profit (BF) 5,88,650

11,48,550 11,48,550



Particulars Amount Particulars Amount

To Rent 20,000 By Gross profit 5,88,650

To Shop expenses 7,200 By Discount on creditors 2,700

To Salary 1,10,400

To Bill discounting charges 750

To Electricity/ telephone exp 18,700

Add- O/S                                      2,200 20,900

To Discount on debtors 2,400

To Provision for claim against damage 15,500

To Legal expenses 17,000

To Net profit (BF) 2,57,700

5,91,350 5,91,350



Liability 31-3-22 01-04-21 Assets 31-3-22 01-04-21

Capital                        2,38,200 2,38,200 Furniture 25,000

Less- Drawings             16,800 Building 3,72,000

Add- LIC matured         20,000 Stock 1,90,000 1,10,000

Add- Rent                      14,000 Bills receivable 6,000 15,000

Add- Profit                  2,57,700 5,13,100 Debtors 92,000 70,000

Provision for claim 1,55,000 Bank balance 87,000 90,000

Creditors 56,000 40,000 Cash balance 5,300 5,200

Bills payable 14,000 12,000

O/S Telephone & Electricity 2,200

Legal Expenses O/S 17,000

O/S Rent 20,000

7,77,300 2,90,200 7,77,300 2,90,200

Balance Sheet as on 



Debtor’s A/c
Particulars Amount Particulars Amount
To Balance b/d 70,000 By Cash A/c 8,97,150
To Bank A/c (dishonor) 5,700 By B/R A/c 40,000
To B/R A/c (dishonor) 3,000 By Return 1,200
To Sale’s (BF) 9,59,750 By Discount 2,400

By Bank 5,700
By Balance c/d 92,000

10,38,450 10,38,450

Bills Receivables A/c
Particulars Amount Particulars Amount

To Balance b/d 15,000 By Creditors (endorsed) 10,000

To Debtors 40,000 By Bank A/c 19,250

By Discount 750

By Bank 16,000

By Debtors (BF) (dishonor) 3,000

By Balance c/d 6,000

55,000 55,000



Creditor’s A/c
Particulars Amount Particulars Amount
To Returns 4,200 By Balance b/d 40,000
To B/R A/c (endorsed) 10,000 By Purchase (BF) 4,54,100
To Cash A/c 77,200
To B/P 24,000
To Bank 3,20,000
To Discount 2,700
To Balance c/d 56,000

4,94,100 4,94,100

Bills Payable A/c
Particulars Amount Particulars Amount

To Bank A/c (BF) 22,000 By Balance b/d 12,000

To Balance c/d 14,000 By Creditors 24,000

36,000 36,000



Cash Book

Particulars Cash Bank Particulars Cash Bank

To Balance b/d 5,200 90,000 By Shop exp 7,200

To Cash A/c 7,62,750 By Salary 1,10,400

To Bank A/c 1,21,000 By Drawings 16,800

To B/R 19,250 By Bank A/c 7,62,750

To B/R 16,000 By Cash A/c 1,21,000

To LIC matured 20,000 By Creditors 77,200 3,20,000

To Capital A/c (rent) 14,000 By Furniture 25,000

To Debtors 5,700 By Debtors 5,700

To Debtors (BF) 8,97,150 By Electricity & Telephone 18,700

By B/P 22,000

By Building (BF) 3,72,000

By Balance c/d 5,300 87,000

10,23,350 9,27,700 10,23,350 9,27,700



QUESTION 39







In the books of A

Trading and Profit & loss A/c

For the year ended 31st March 2022

Particulars Amount Particulars Amount

To Opening stock 2,80,000 By sales

To Purchase 3,64,000 Cash                                                  1,20,000

To Gross profit (BF) 1,16,000 Credit                                                4,80,000 6,00,000

By closing stock 1,60,000

7,60,000 7,60,000



Particulars Amount Particulars Amount

To depreciation on furniture 4,000 By gross profit 1,16,000

To salary to check 24,000

To office expenses 14,400

To rent 16,000

To loss of cash 23,600

To net profit (BF) 34,000

1,16,000 1,16,000



Liability Amount Assets Amount

Capital                                      4,04,000 Furniture                                           40,000

Less- drawings                              6,000 Less- dep @10%                               4,000 36,000

Add- profit                                   34,000 4,32,000 Closing stock 1,60,000

Creditors 1,46,000 Debtors 1,20,000

Bank balance 2,62,000

5,78,000 5,78,000

Balance Sheet as on 31-3-22



Working Notes

Cash  A/c

Particulars Amount Particulars Amount

To Balance b/d 28,000 By Salary to Clerk 24,000

To Sale A/c 1,20,000 By Office Expenses 14,400

By Drawings 6,000

By Bank 80,000

By Loss of Cash (BF) 23,600

1,48,000 1,48,000



Debtor’s A/c
Particulars Amount Particulars Amount

To Balance b/d 1,00,000 By Bank A/c (BF) 4,60,000

To Sales A/c 4,80,000 By Balance c/d 1,20,000

5,80,000 5,80,000

Bank A/c
Particulars Amount Particulars Amount

To Balance b/d 38,000 By Creditors 3,00,000

To Cash 80,000 By Rent 16,000

To Debtors 4,60,000 By Balance c/d (BF) 2,62,000

5,78,000 5,78,000



Creditor’s A/c
Particulars Amount Particulars Amount

To Bank A/c 3,00,000 By Balance b/d 82,000

To Balance c/d 1,46,000 By Purchase (BF) 3,64,000

4,46,000 4,46,000



PARTNERSHIP
BASICS



QUESTION 40





Particulars Amount Particulars Amount

To Interest on Capital By Profit & Loss A/c
55750

Weak                          7500 (60000+750-8000+3000)

Able                            4000 By Interest on Drawings

Lazy                            3000
14500

Weak                                630

Able                                  520

To Profit trf to Current 
A/c Lazy                                  400

1550

Weak                         21400

Able                          10700

Lazy                          10700
42800

57300 57300

Profit & Loss Appropriation A/c



Particulars Weak Able Lazy Particulars Weak Able Lazy

To Balance B/d - - 5,000 By Balance B/d 10000 5000 -

To Cash 
(Drawings) 15,000 10,000 10,000

By Interest on 
Capital 7,500 4000 3,000

To Drawings 750 3000 -
By p/L 
Appropriation A/c 21,400 10700 10,700

To Interest on 
Drawings 630 520 400

By Balance C/d 
(Bal Fig) - - 1,700

To Balance C/d 
(Bal Fig) 22,520 6,180 -

38,900 19,700 15,400 38,900 19,700 15,400

Partners Current A/c



A, B and C are partners in a firm. On 1st April, 2019, their fixed capital stood at
Rs. 50,000 , Rs. 25,000 and Rs. 25,000 respectively.

As per the provision of partnership deed:
1. C was entitled for a salary of Rs. 5,000 p.a.
2. All the partners were entitled to interest on capital at 5%p.a.
3. Profits and losses were to be shared in the ratio of Capitals of the

partners.

Net profit for the year ended 31st March, 2020 of Rs. 33,000 and 31st March, 2021
of Rs. 45,000, was divided equally without providing for the above adjustments.

You are required to pass an adjustment journal entry to rectify the above
errors.

QUESTION 41





PARTNERSHIP 
VALUATION OF GOODWILL



QUESTION 42





Value of Firm’s Goodwill = Super Profit of last 4 years * 5 year Purchase

Super Profits = Average Profit of last 4 years – Normal Profit

= [(40000+36000-6000+50000)/4 Years)- 6000] – 150000*12%

= (30000-6000) – 18000

= 24000 – 18000

= 6000

Value of Goodwill = 6000*5

= 30000 



QUESTION 43





Value of Goodwill = 5 years X Super Profits

Super Profit = Average profit - Normal Profit

Average Profit (Given) = 200000

Average capital Employed = capital as on 31-12-18 + Capital as on 31-12-19

2

= (625000-50000)+625000/2

= 600000 

Normal Profit = Average Capital Employed X NRR

= 600000*30% = 180000

Super Profit = 200000-180000 = 20000

Value of Goodwill = 5 years * 20000 = 100000

Thus Value of Goodwill is 100000



PARTNERSHIP
ADMISSION OF PARTNER



QUESTION 44



Give Journal Entries & Balance Sheet under Below Situations

A. If Goodwill is Paid Privately
B. If Goodwill is Brought In Cash
C. If Goodwill is Brought in Cash & Withdrawn By Partners
D. If Goodwill is Adjusted Through Partners Capital A/c 



Calculation of Value of Goodwill



Calculation of Sacrificing Ratio



Date Particulars LF Amount Amount

1 Bank A/c….Dr 11250

To Yellow’s Capital A/c 8100

To Greens’s Capital A/c 3150

(Being Goodwill Bought in Cash By Black
Distributed to Sacrificing Partners in Sacrificing
ratio)

Case B



Liabilities Amount Assets Amount

Trade Payables
20000

Cash at Bank
41250

Capital Sundry Assets
55000

Yellow                       33100

Green                        23150

Black                         20000
76250

96250 96250

Balance Sheet



Date Particulars LF Amount Amount

1 Bank A/c….Dr 11250

To Yellow’s Capital A/c 8100

To Greens’s Capital A/c 3150

(Being Goodwill Bought in Cash By Black
Distributed to Sacrificing Partners in Sacrificing
ratio)

2 Yellow’s Capital A/c……Dr 8100

Green’s Capital A/c….Dr 3150

To Bank A/c 11250

(Being Goodwill Withdrawn By Partners)

Case C



Liabilities Amount Assets Amount

Trade Payables
20000

Cash at Bank
30000

Capital Sundry Assets
55000

Yellow                       25000

Green                        20000

Black                         20000
65000

85000 85000

Balance Sheet



Date Particulars LF Amount Amount

1 Black’s Capital A/c….Dr 11250

To Yellow’s Capital A/c 8100

To Greens’s Capital A/c 3150

(Being Goodwill Adjusted)

Case D



Liabilities Amount Assets Amount

Trade Payables
20000

Cash at Bank
30000

Capital Sundry Assets
55000

Yellow                       33100

Green                        23150

Black                         8750
65000

85000 85000

Balance Sheet
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Liabilities Amount Assets Amount

Trade Payables 50,000 Freehold Premises 2,00,000

Plant 40,000

Capital Furniture 20,000

A                        2,10,680 Office Equipments 25,000

B                        1,07,120 Inventory 30,000

C                          42,200 3,60,000 Trade Receivables 25,000

Bank

(10,000+50,000+10,000)

70,000

4,10,000 4,10,000

In The Books of Firm
Balance Sheet



Particulars A B C Particulars A B C

To A, B & C

Capital A/c

7,800 By Balance 

b/d

2,00,000 1,00,000

By Bank A/c 50,000

By Bank A/c

(Goodwill)

6,000 4,000

To Balance 

C/d (BF)

2,10,680 1,07,120 42,200 By C’s 

Capital

4,680 3,120

2,10,680 1,07,120 50,000 2,10,680 1,07,120 50,000

Partners Capital A/c



Particulars Amount Particulars Amount

To Plant 5,000 By Freehold Premises 40,000

To Inventory 3,000 By Furniture 5,000

To Provision for doubtful debts 500 By Office Equipments 2,500

To Profit on Revaluation 39,000

47,500 47,500

Working Notes
Memorandum Revaluation A/c



Distribution of Profit
C’s Capital A/c 7,800

(39,000 X 1/5)

To A’s Capital 4,680

To B’s Capital 3,120 



QUESTION 46







Particulars Amount Particulars Amount

To Machinery
36000

By Land & Building
75000

To Furniture
4000

To Bad Debts
2800

To RDD
2000

To Inventory
5200

To Profit Transferred to 
Capital A/c

Ramu 15000

Mamu                               10000
25000

75000 75000

Revaluation A/c



Particulars Ramu Mamu Damu Particulars Ramu Mamu Damu

To Ramu’s & 
Mamu’s Capital 
A/c 50000 By Bal B/d 210000 190000

By General 
Reserve A/c 36000 24000

To Bank A/c (BF) 36000 99000 By Bank A/c 150000

By Damu’s
Capital A/c 25000 25000

To Bal C/d 250000 150000 100000
By Revaluation 
A/c 15000 10000

286000 249000 150000 286000 249000 150000

Partners Capital A/c



Particulars Amount Particulars Amount

To Bal B/d
24000

By Ramu’s Capital A/c
36000

To Damu’s Capital A/c

150000 By Mamu’s Capital A/c 99000

By Bal C/d (BF) 39000

174000 174000

Bank A/c



Liabilities Amount Assets Amount

Capital Land & Building
225000

Ramu 250000 Machinery
144000

Mamu                      150000 Furniture
40000

Damu 100000
500000

Trade Receivables          42800

Less – Bad Debts             2800

40000

Loan from LFC Bank
25000

Less – RDD at 5%           2000
38000

Trade Payables
21000

Inventory
60000

Bank 39000

546000 546000

Balance Sheet
as on 1-4-20 



Working Notes
1.Calculation of Sacrificing Ratio & New PSR

Ramu = 3/5 – (1/5*1/2) = 3/5-1/10 = 5/10
Mamu = 2/5 – (1/5*1/2) = 2/5-1/10 = 3/10
Damu =                       1/5 That is          = 2/10       

Therefore New PSR = 5:3:2
SR = 1:1



Working Notes
2.Treatment of Goodwill
Value of Firms Goodwill = 250000
Damu’s Share in Goodwill = 250000*1/5 = 50000

Adjustment Entry
Damu’s Capital A/c….Dr 50000

To Ramu’s Capital A/c           25000
To Mamu’s Capital A/c          25000



Working Notes
3. Capital Adjustment After Admission of Damu
Amount Brought in By Damu 150000
Less – Amount of Goodwill        50000
Therefore, Amount of Capital  100000

Total Capital of Firm = 100000*5/1 = 500000
New Capital of All partners in Their New PSR Shall be
Ramu = 250000 , Mamu = 150000 & Damu = 100000



PARTNERSHIP 
RETIREMENT OF PARTNER
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Particulars Amount Particulars Amount

To Building A/c 10,000 By Investment 3,000

To Plant & Machinery A/c 26,000 By Loss Transferred to Capital 
A/c

To Provision for Doubtful 
Debts A/c

27,800 A                     30,400

B                     18,240

C                     12,160 60,800

63,800 63,800

Revaluation A/c



Particulars A B C D Particulars A B C D

To Investment 15,000 By Balance 

b/d

80,000 20,000 30,000

To A & B 

Capital A/c

20,000 20,000 By Reserves 

A/c

10,000 6,000 4,000

To Revaluation 

A/c

30,400 18,240 12,160 - By C & D 

Capital A/c

10,000 30,000

To B’s Loan A/c 

(BF)

22,760 By Bank A/c 

(BF)

10,400 - 78,160 60,000

To Balance c/d 80,000 - 80,000 40,000

1,10,400 56,000 1,12,160 60,000 1,10,400 56,000 1,12,160 60,000

Partners Capital A/c



Particulars Amount Particulars Amount

To A’s Capital A/c 10,400 By Balance b/d 44,000

To C’s Capital A/c 78,160

To D’s Capital A/c 60,000 By Balance c/d (BF) 1,04,560

1,48,560 1,48,560

Bank A/c



Liabilities Amount Assets Amount

Capital Land 10,000

A             80,000 Building 1,90,000

C             80,000 Plant & Machinery 1,04,000

D             40,000 2,00,000 Furniture 43,000

B’s Loan 22,760 Inventory 1,30,000

Long Term Debt 3,00,000

Trade Receivables  1,39,000

Less : Provision          27,800 1,11,200

Trade Payables 1,70,000 Bank 1,04,560

6,92,760 6,92,760

Balance Sheet of Dowell &Co.
As on 1-4-20



Working Notes
1. Calculation of Gaining & Sacrificing Ratio
A 2/5 - 5/10 = (1/10) Sacrificing
B - - 3/10 = (3/10) Sacrificing
C 2/5 - 2/10 = 2/10 Gaining
D 1/5 - 0 = 2/10 Gaining

C’s Capital A/c............Dr. 20,000
(1,00,000 X 2/10)
D’s Capital A/c............Dr. 20,000
(1,00,000 X 2/10)

To A’s Capital 10,000
(1,00,000 X 1/10)
To B’s Capital 30,000
(1,00,000 X 3/10)
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Date Particulars LF Amount Amount

Fixtures A/c                   Dr. 9,800

To Revaluation A/c 9800

(Being Fixtures revalued)

Revaluation A/c                   Dr. 1,800

To RDD A/c 1800

(Being Provision Made on debtors at 2%)



Date Particulars LF Amount Amount

A's Capital A/c                                      Dr. 21,000

B's Capital A/c                                      Dr. 14,000

C's Capital A/c                                      Dr. 7,000

To Profit and Loss Adjustment A/c 42,000

(Being Profit written back for Adjustments)

Profit and Loss Adjustment A/c              Dr. 6,000

To B's Capital A/c 6,000

(Being Bonus credited to B's Capital A/c)



Date Particulars LF Amount Amount

Profit and Loss Adjustment A/c              Dr. 36,000

To A's Capital A/c                                      12,000

To B's Capital A/c                                      18,000

To C's Capital A/c                                      6,000

(Being distribution of profits in the new ratio)

B Capital A/c.....Dr (6/24*56000) 14000

C Capital A/c.....Dr (2/24*56000) 4667

To A's Capital A/c (2/6*56000) 18667

(Being Goodwill Adjusted in partners Capital A/c)



Date Particulars LF Amount Amount

Revaluation A/c                   Dr. 8000

To A's Capital A/c                                      2,667

To B's Capital A/c                                      4,000

To C's Capital A/c                                      1,333

(Being profit on revaluation Distributed)

A's Capital A/c                                  Dr. 162,334

To B's Capital A/c 162,334

(Being Amount payable to A paid by B)



Date Particulars LF Amount Amount

B's Capital A/c                                    Dr. 2,700

C's Capital A/c                                    Dr. 900

To RDD A/c 3600

(Being Provision on Debtors increased to 6%)

Cash A/c                                    Dr. 30234

To C's Capital A/c 30234

(Being Cash received from C)



Date Particulars LF Amount Amount

B's Capital A/c                                    Dr. 34624

To Cash A/c                                    34624

(Being Cash Paid to B)



Particulars A B C Particulars A B C

To P&L Adj A/c 21,000 14,000 7,000
By Balance 
b/d 1,50,000 1,00,000 50,000

To A's Capital 
A/c 14,000 4,667

By P&L Adj. 
A/c - 6,000 -

To RDD  A/c - 2,700 900
By P&L Adj. 
A/c 12,000 18,000 6,000

By B & C 
Capital A/c 18,667

To B's Capital 
A/c (Bal Fig) 162,334 - -

By 
Revaluation 
A/c 2,667 4,000 1,333

To Cash A/c (Bal 
Fig) - 34,634 -

By A's 
Capital A/c - 162,334 -

To Balance c/d - 2,25,000 75,000
By Cash A/c 
(Bal Fig) - - 30,234

183334 290334 87,567 183334 290334 87,567

Partners Capital A/c



Particulars Amount Particulars Amount

To Balance b/d
50000

By B's Capital A/c
34634

To C's Capital A/c
30234

By Balance c/d (bal Fig)
45600

80234 80234

Cash A/c



Liabilities Amount Assets Amount

Capital Fixtures
39800

B                             225000 Stock
170000

C                              75000
300000

Sundry Debtors              90000

Less – RDD                      5400
84600

Sundry creditors
40000

Cash
45600

340000 340000

Balance Sheet of B & C  
As on 31-3-20 (After Retirement of A)



Working Notes

1. Valuation of Firm’s Goodwill

Average of Last five year's profit = 15000+23000+25000+35000+42000/5 years

= 28000

value of Goodwill                        =  2yrs Purchase of Average profits of Last 5 years

=  2 x 28000

=  56000



PARTNERSHIP
DEATH OF PARTNER 



QUESTION 49





Particulars Amount Particulars Amount

To Machinery 40000 By Creditors W/off 10000

To Stock 20000 By Land & Building 60000

To RDD 10000

70000 70000

Revaluation A/c



Particulars Ram Rahul Rohit Particulars Ram Rahul Rohit

To Ram's Capital 
A/c 30000 60,000 By Bal B/d

3,00,00
0 2,00,000 1,00,000

By Insurance 
Co. (JLP) 30,000 20,000 10,000

To Ram's Loan 
A/c 4,20,000

By Rahul's 
Capital A/c 30,000

By Rohit's 
Capital A/c 60000

By Cash/Bank 
A/c 1,10,000 2,50,000

To Balance C/d 300000 300000

420000 330000 360000 420000 330000 3,60,000

Partners Capital A/c



Particulars Amount Particulars Amount

By Ram's Capital A/c
420000

To Bank A/c
210000

To Balance C/d
210000

420000 420000

Ram’s Loan A/c



Particulars Amount Particulars Amount

To Bal B/d
100000

By Ram's Loan A/c
210000

To Insurance Co.
60000

To Rahul's Capital A/c
110000

To Rohit's Capital A/c
250000

By Balance C/d
310000

520000 520000

Cash A/c



Liabilities Amount Assets Amount

Capital Land & Building 260000

Rahul                       300000 Machinery 160000

Rohit                       300000 600000 Closing Stock 80000

Sundry Debtors            200000

Ram's Loan A/c 210000 Less - 10000 190000

Bank 310000

Sundry Creditors       200000

Less - W/off               10000 190000

1000000 1000000

Balance Sheet of M/s. Rahul & Rohit 
As 0n 1-4-20



Working Notes
1. Calculation of Gaining & Sacrificing Ratio

Rahul - 1/2-1/3 =1/6 

Rohit - 1/2-1/6 =4/12 that is 1/3

GR SHALL BE IN RATIO OF 1:2
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Particulars Amount Particulars Amount

To furniture 7500 By Land & Building 33000

To Inventory 8740

To Bad Debts 1760

To Profit Trf to Capital A/c

Diya                        6000

Riya                        3000

Kiya                        6000 15000

33000 33000

Revaluation A/c



Particulars Diya Riya Kiya Particulars Diya Riya Kiya

By Bal B/d 1,50,000 180000 70,000

To Kiya Capital 
A/c 40,000 20,000

By General 
Reserve 56,000 28,000 56,000

By JLP 56,000 28,000 56,000

By Interest on 
Capital 4,200

To Bank A/c (BF) 2,79,800
By Riya & Diya 
Capital 60,000

To Bal C/d (Bal 
Fig) 2,28,0002,19,000

By P/L Suspense 
A/c 27,600

By Revaluation 
A/c 6,000 3,000 6,000

268000 239000 279800 268000 239000 279800

Partners Capital A/c



Liabilities Amount Assets Amount

Capital Land & Building
198000

Diya                     228000 Furniture
67500

Riya                     219000
447000

Inventory
80000

Trade Receivables
94990

By P/L Suspense A/c
31800

Trade Payables
60000

(4200 +27600)

Bank A/c
34710

507000 507000

Balance Sheet  
As 0n 30-09-2020



Particulars Amount Particulars Amount

To Bal B/d 114510 By Kiya Capital A/c 279800

To JLP 200000

By Bal C/d (Bal Fig) 34710

314510 314510

Working Notes
1. Bank A/c



2. Ascertainment of Value of Firm’s Goodwill & Its Treatment



3. Ascertainment of Deceased partner’s Share in Profit 
Upto The Date of Death & its Treatment
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Particulars Amount Particulars Amount

To Drawings 30,000By Bal B/d 30,000
To Revaluation A/c 
(6000*2/4) 3000By Interest on Capital A/c 2,400

By P's Current A/c 5,000

To  P's Executor A/c (Bal Fig) 38,465
By Q's & R's Capital A/c 
(Goodwill) 11,830

By P/L Suspense A/c (profit) 4,735

By Share in SLP 17,500

71,465 71,465

P’s Capital A/c



Working Notes
1. Ascertainment of Value of Firm’s Goodwill & P’s Share in it

value of Goodwill = 2Years Purchase of Average profits of Last 3 Years

Average Profit of Last 3 Years = (29340-4000) + (26470-4000) -(8320-4000)/3 years 

= 11830

Value of Goodwill = 11830 * 2 Years = 23660

Share of P in Firm's Goodwill = 23660*2/4 = 11830



2. Ascertainment of Share of Profit to be credited to 
deceased Partner

Profit for 2020 after debiting interest on Capital = 13470 - 4000 = 9470

Share of P in Profit for 2020 = 9470*2/4 = 4735



3. Adjustment on Account of SLP

Amount of SLP to be Adjusted = 25000 of P's Policy + 20% of 25000 of Q's policy

+ 20% of 25000 of R's Policy

= 35000

P's Share in SLP = 35000*2/4 = 17500



PARTNERSHIP
CHANGE IN PSR
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Date Particulars LF Amount Amount

01-01-2019General Reserve A/c…..Dr 80000

To A's Capital A/c 40000

To B's Capital A/c 25000

To C's Capital A/c 15000

(Being General Reserve Distributed to all 
Partners in Old ratio)

01-01-2019Revaluation…...Dr 3000

To RDD A/c 3000

(Being Provision Created on Debtors at 5%)

Journal Entries



Date Particulars LF Amount Amount

01-01-2019Revaluation…...Dr 8000

To Stock A/c 8000

(Being Value of Stock Reduced)

01-01-2019Fixed Assets A/c…..Dr 51000

To Revaluation A/c 51000

(Being Fixed assets Revalued)

01-01-2019B's capital A/c…...Dr 5625

C's capital A/c…...Dr 11250

To A's Capital A/c 16875

(Being Godwill Adjusted in Partners Capital 
A/c)



Date Particulars LF Amount Amount

01-01-2019B's capital A/c…...Dr 4875

C's capital A/c…...Dr 9750

To A's Capital A/c 14625

(Being Surrender Value of JLP Adjusted in 
Partner’s Capital A/c)

01-01-2019Revaluation A/c…...Dr 40000

To A's Capital A/c 20000

To B's Capital A/c 12500

To C's Capital A/c 7500

(Being Revaluation profit Distributed to 
Partners in Old ratio)



Liabilities Amount Assets Amount

Partners Capital A/c Cash
40000

A                          191500 Bills Recievable
50000

B                          107000 Debtors                      60000

C                            71500
370000

Less - RDD                   3000
57000

Partners Loan A/c Stock
112000

A                            40000 Fixed Assets
331000

B                            30000
70000

Sundry Creditors
150000

590000 590000

Balance Sheet  



Particulars Amount Particulars Amount

To RDD
3000

By Fixed Assets
51000

To Stock
8000

To Revaluation profit

A                          20000

B                          12500

C                            7500
40000

51000 51000

WN 1 - Revaluation A/c



Particulars A B C Particulars A B C

To A's Capital 
A/c - 5625 11,250 By Bal B/d 1,00,000 80,000 70,000

To A's Capital 
A/c - 4,875 9,750

By General 
Reserve 40,000 25,000 15,000

-

By B & C's 
Capital 
(G/W) 16,875

By B & C's 
Capital (JLP) 14,625

To bal C/d 
(Bal Fig) 1,91,500 1,07,000 71,500

By 
Revaluation 
A/c 20000 12,500 7,500

1,91,500 1,17,500 92,500 1,91,500 1,17,500 92,500

WN 2 - Partners Capital A/c



WN 3 - Calculation of Gaining & Sacrificing Ratio



WN 4 - Ascertainment of Value of Firm’s Goodwill & Its 
Treatment



WN 5 - Treatment of Surrender Value of JLP



PARTNERSHIP
DISSOLUTION OF PARTNERSHIP FIRMS & 

LLP
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Particulars Amount Particulars Amount

To Land & Building A/c 1,35,000 By Loan From D A/c 1,20,000

To Plant & Machinery A/c 45,000 By Trade creditors A/c 30,000

To Furniture A/c 25,500 By Bills payable A/c 12,000

To Investment A/c 15,000 By O/S Salary A/c 7,500

To Book Debts A/c 60,000 By Provision for Doubtful
Debts A/c

6,000

To Stock A/c 36,000 By Kumar A/c (furniture)
[(25,500-12000) X 90%]

12,150

To Cash A/c (exp) 15,000 By Cash A/c (Stock) 43,200

To Amit A/c (exp) 3,000 By Cash A/c (Debtors) 48,000

To Cash A/c (creditor)
[(30,000-10,800)-6.25%]

18,000 By Cash A/c (land & Building) 1,65,000

Realisation A/c



Particulars Amount Particulars Amount

To Cash A/c (Loan to D)
[7500+(6,000 x 90%)

61,500 By Amit Capital A/c 
(Investment)

12,750

To Cash A/c (BP)
[12,000–(12,000x6% x 1)]

12

11,940

To Cash A/c (salary) 7,500

To Profit Transferred to 
Capital A/c

Amit                        9,264

Sumit                      9,264

Kumar                   4,632 23,160

4,56,600 4,56,600



Particulars Amit Sumit Kumar Particulars Amit Sumit Kumar

To Balance B/d 32,400 By Balance b/d 55,200 55,200

To Realisation 
A/c

12,150 By General 
Reserve A/c

24,600 24,600 12,300

To Realisation
A/c

12,750 By Kumar loan 
A/c

15,000

By Realisation 
A/c

3,000

By Realisation 
A/c

9,264 9,264 4,632

To Bank (BF) 79,314 89,064 By Bank A/c (BF) 12,618

92,064 89,064 44,550 92,06
4

89,06
4

44,550

Partners Capital A/c



Particulars Amount Particulars Amount

To Balance b/d 13,500 By Realisation A/c (exp) 15,000

To Realisation A/c (stock) 43,200 By Realisation A/c (creditors) 18,000

To Realisation A/c 
(Debtors)

48,000 By Realisation A/c (D’s loan) 61,500

To Realisation A/c 
(Land & Building)

1,65,000 By Realisation A/c (salary) 7,500

To Kumar’s capital A/c 12,618 By Amit’s capital A/c 79,314

By Sumit’s capital A/c 89,064

By Realisation A/c (BP) 11,940

2,82,318 2,82,318

Cash A/c
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Particulars Amount Particulars Amount

To Debtor’s A/c 15,850 By Sundry Creditors A/c 15,700

To Stock A/c 25,200 By Employee’s provident
Fund A/c

6,300

To Prepaid Exp A/c 800 By Bank A/c (JLP) 4,500

To Plant & Machinery A/c 20,000 By Bank A/c

To Patents A/c 8,000 Debtors                      10,800

To Cash A/c (Creditors)
(15700-3200-400)

12,100 Stock                         15,600

To Cash A/c (EPF) 6,300 Plant & Machinery         1,200

Patent                          
1,800
(8000-5000=3000 x 60%) 

40,200

Realisation A/c



Particulars Amount Particulars Amount

By Loss Transferred to capital 
A/c

A                                 9,220

B                                 6,195

C                                 4,610

D                          
2,305

23,050

89,750 89,750



Particular
s

A B C D Particulars A B C D

To Balance 
b/d

3,200 8,415 By Balance
b/d

40,000 20,000

To 
Realisation 
A/c

9,220 6,915 4,610 2,305 By Cash A/c
(25% of to 
720)

2,680

To D’s
Capital A/c

5,360 2,680 By A & B 
Capital A/c

8,040

To Bank A/c 
(BF)

25,420 10,405 By Cash A/c 
(BF)

7,810

40,000 20,000 7,810 10,720 40,000 20,000 7,810 10,720

Partners Capital A/c



Particulars Amount Particulars Amount

To Balance b/d 535 By Creditors A/c 12,100

To Realisation A/c (JLP) 4,500 By Realisation A/c (exp) 1,500

To Realisation A/c 40,200 By Realisation A/c (EPF) 6,300

To D Capital A/c 2,680 By A’s capital A/c 25,420

To C Capital A/c 7,810 By B’s capital A/c 10,405

55,725 55,725

Bank A/c



Particulars Amount Particulars Amount

To Realisation A/c 2,74,440 By Bank Overdraft A/c 44,330

By Realisation A/c (exp) 4,500

By Realisation A/c (crs) 84,650

By Thin Capital A/c 94,494

By Short capital A/c 46,466

2,74,440 2,74,440

WN 1 - Bank A/c
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STATEMENT OF DISTRIBUTION OF CASH

PARTICULARS

AMOUNT 

REALISED

REALISATION 

EXPENSES

CREDITORS A'S LOAN PARTNERS CAPITAL 

A B C TOTAL

BALANCE DUE 500 2000 5000 15000 18000 9000 42000

CASH AVAILABLE 500 500 0 0 0 0 0 0

BALANCE DUE 0 2000 5000 15000 18000 9000 42000

AMOUNT REALISED IN FIRST INSTALLMENT 1000 1000 0

BALANCE DUE 1000 5000 15000 18000 9000 42000

AMOUNT REALISED IN SECOND INSTALLMENT 3000 1000 2000

BALANCE DUE 0 3000 15000 18000 9000 42000

AMOUNT REALISED IN THIRD INSTALLMENT 3900 3000 0 0 0 0

BALANCE DUE BEFORE ALLOCATING 900 SURPLUS 15000 18000 9000 42000

MPL OF 41100 (42000-900) TO BE DISTRIBUTED IN 
2:2:1

-16440 -16440 -8220 -41100

AMOUNT  AT CREDIT -1440 1560 780 900

DEFICIENCY OF A TO W/OFF AGAINST B & C IN 
CAPITAL RATIO OF 18000:9000)

1440 -960 -480 0

AMOUNT PAID 0 600 300 900

BALANCE DUE 15000 17400 8700 41100



PARTICULARS

AMOUNT 

REALISED

REALISATION 

EXPENSES

CREDITORS A'S LOAN PARTNERS CAPITAL 

A B C TOTAL

AMOUNT REALISED IN FOURTH INSTALLMENT 6000

MPL OF 35100 (41100-6000) TO DISTRIBUTED IN 2:2:1 -14040 -14040 -7020 -35100

AMOUNT AT CREDIT & PAID 960 3360 1680 6000

BALANCE DUE 14040 14040 7020 35100

AMOUNT REALISED IN FIFTH INSTALLMENT 20100

MPL OF 15000 (35100-20100) TO DISTRIBUTED IN 
2:2:1 -6000 -6000 -3000 -15000

AMOUNT AT CREDIT & PAID 8040 8040 4020 20100

BALANCE DUE LEFT UNPAID 6000 6000 3000 15000
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STATEMENT OF DISTRIBUTION OF CASH

PARTICULARS

AMOUNT 

REALISED

REALISATI

ON 

EXPENSES

CREDITORS B'S LOAN PARTNERS CAPITAL 

A B C TOTAL

BALANCE DUE 5400 29000 10000 76000 48000 36000 160000

CASH AVAILABLE 10800 5400 5400 0 0 0 0 0

BALANCE DUE 0 23600 10000 76000 48000 36000 160000

AMOUNT REALISED IN FIRST INSTALLMENT 25200 23600 1600

BALANCE DUE 0 8400 76000 48000 36000 160000

AMOUNT REALISED IN SECOND INSTALLMENT 60000 8400

BALACE OF 51600 TO BE ALLOCATED AS PER WN 1 32640 4640 14320 51600

BALANCE DUE 0 0 43360 43360 21680 108400

AMOUNT REALISED IN THIRD INSTALLMENT + SAVING 
IN REALISATION EXP (80000+1400) TO DISTRIBUTED 
IN PSR

81400 32560 32560 16280 81400

AMOUNT REMAINING UN PAID 10800 10800 5400 27000



WN 1 DISTRIBUTION OF 51600 OF 2ND INSTALLMENT AMONG PARTNERS

SR.NO PARTICULARS

PARTNERS CAPITAL 

A B C

A CAPITAL BALANCE 76000 48000 36000

B PSR 2 2 1

C CAPITAL PER UNIT (A/B) 38000 24000 36000

D PROPORTIONATE CAPITAL TAKING B'S CAPITAL AS BASE 48000 48000 24000

E EXCESS CAPITAL (A-D) 28000 0 12000

F PSR 2 0 1

G CAPITAL PER UNIT (E/F) 14000 12000

H PROPORTIONATE CAPITAL TAKING C'S CAPITAL AS BASE 24000 12000

I EXCESS CAPITAL (E-H) 4000 0

J PAYMENT TO A 4000

K CAPITAL BALANCE (A-J) 72000 48000 36000

L PSR 2 2 1

M CAPITAL PER UNIT (K/L) 36000 24000 36000

N PROPORTIONATE CAPITAL TAKING B'S CAPITAL AS BASE 48000 48000 24000

0 EXCESS CAPITAL (K-N) 24000 0 12000

P PAYMENT TO A & C 24000 12000

Q CAPITAL BALANCE (K-P) 48000 48000 24000

R BALANCE 11600 TO BE PAID IN PSR 4640 4640 2320

S TOTAL PAID 32640 4640 14320



ISSUE , FORFEITURE
&

REISSUE OF SHARES
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Sr.No Particulars LF Debit Credit

1 Bank A/c….Dr (100000*2.50) 250000

To Share Application A/c 250000

(being Application Money received on

100000 Shares)

2 Share Application A/c….Dr 250000

Share Allotment A/c…Dr (100000*3) 300000

To Equity Share Capital A/c (100000*5.50) 550000

(Being Shares alloted and allotment money

due)

In The Books of Rashmi Ltd
Journal Entries



Sr.No Particulars LF Debit Credit

3 Bank A/c….Dr 300000

To Share Allotment A/c 300000

(Being Amount received on allotment)

4 Share First Call A/c….Dr (100000*2) 200000

To Equity Share Capital A/c 200000

(Being Amount on First Call Due)



Sr.No Particulars LF Debit Credit

5 Bank A/c.....Dr 225000

To Share First Call A/c 200000

To Calls in Advance (10000*2.50) 25000

(Being Amount received on first call and

Calls in advance received from Mr. nair)

6 Share Final Call A/c….Dr (100000*2.50) 250000

To Equity Share Capital A/c 250000

(Being Amount due on Final Call)



Sr.No Particulars LF Debit Credit

7 Bank A/c…..Dr 222500

Calls in Arrears A/c….Dr (1000*2.50) 2500

Calls in Advance A/c….Dr 25000

To Share Final Call A/c 250000

(Being amount received on Final Call)

8 Interest on Calls in Advance A/c….Dr 750

To Mr. Nair A/c 750

(Being Interest on Calls in Advance Payable

to Mr. Nair Calculated as 25000*12%*3/12)



Sr.No Particulars LF Debit Credit

9 Mr. Nair A/c….Dr 750

To Bank A/c 750

(Being interest on Calls 

10 Shareholder A/c….Dr 41.67

To Interest on calls in Arrears 41.67

(Being Interest recoverable from Shareholder 
Calculated as 2500*10%*2/12)



Sr.No Particulars LF Debit Credit

11 Bank A/c….Dr 2541.67

To Calls in Arrears A/c 2500

To Shareholder A/c 41.67

(Being Amount received on calls in Arrears with

Interest)
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Sr.No Particulars LF Debit Credit

1 Bank A/c…..Dr (50000 Shares * 3) 150000

To Share Application A/c 150000

(Being aplication received for 50000 Shares)

2 Share  Application A/c…..Dr 150000

Share Allotment A/c....Dr (50000*5) 250000

To Equity Share Capital A/c (50000*6) 300000

To Securities Premium A/c (50000*2) 100000

(Being 50000 Shares Allotted)

In The Books of B Ltd
Journal Entries



Sr.No Particulars LF Debit Credit

3 Bank A/c….Dr (49000*5) 245000

To Share Allotment A/c 245000

(Being Money received on Alottment)

4 Share Call A/c…Dr (50000*4) 200000

To Equity Share Capital A/c 200000

(Being Share call due)



Sr.No Particulars LF Debit Credit

5 Bank A/c….Dr (47000 Shares * 4) 188000

To Share Call A/c 188000

(Being Share call amount received )

6 Equity Share Capital A/c…Dr (1000*10) 10000

Securities Premium A/c…Dr (1000*2) 2000

To Forfeited Shares A/c (1000*3) 3000

To Share Allotment A/c (1000*5) 5000

To Share Call A/c (1000*4) 4000

(Being X's 1000 Shares Forfieted)



Sr.No Particulars LF Debit Credit

7 Equity Share Capital A/c…Dr (2000*10) 20000

To Forfeited Shares A/c (2000*6) 12000

To Share Call A/c (2000*4) 8000

(Being Y's 1000 Shares Forfieted)

8 Bank A/c….Dr (2500*8) 20000

Forfeited Shares A/c….Dr (2500*2) 5000

To Equity Share Capital A/c (2500*10) 25000

(Being 2500 Shares Reissued)



Sr.No Particulars LF Debit Credit

9 Forfeited Shares A/c….Dr (WN 1) 7000

To Capital Reserve A/c 7000

(Being profit Transferred to Capital Reserve)



Particulars Note. No. Rs.

Equity and Liabilities

Shareholders' Funds

Share Capital 1 498000

Reserve and surplus 2 105000

Total 603000

Assets

Current Assets

Cash and Cash equivalents (Bank) 603000

Total 603000

Balance Sheet of B Ltd as on….



Particulars Amount

Equity share capital

Issued share capital

50,000 Equity shares of Rs.10 each                                                                                5,00,000

Subscribed, Called up and paid up share capital

49,500 equity shares of Rs.10 each                                                                                4,95,000

Add: Forfeited Shares                                                                                             3,000
4,98,000

Note 1 – Share Capital



Particulars Amount
Securities Premium                                                                                                           98,000

Capital Reserve                                                                                                              7,000
1,05,000

Note 2 – Reserves & Surplus



WN 1 – Ascertainment of Amount To be transferred to Capital Reserve
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Sr.No Particulars LF Debit Credit

1 Bank A/c…..Dr (300000 Shares * 9) 2700000

To Equity Share Application & Allotment A/c 2700000

(Being application Money received for 300000 
Shares)

2 Equity Share  Application & Allotment A/c…..Dr 2700000

To Equity Share Capital A/c (75000*4) 300000

To Securities Premium Reserve A/c (75000*5) 375000

To Bank A/c (200000*9) 1800000

To Equity Share First & Final Call A/c (25000*9) 225000

(Being 75000 Shares Allotted Excess money
Received on 25000 Shares adjusted in First & Final
call & Application money on 200000 Shares
Refunded)

In The Books of X Ltd
Journal Entries



Sr.No Particulars LF Debit Credit

3 Equity Share First & Final Call A/c…..Dr (75000*6) 450000

To Equity Share Capital A/c (75000*6) 450000

(Being First & Final call Made)

4 Bank A/c……Dr (450000-225000-3375) 221625

Calls in Arrears A/c……Dr (WN 1) 3375

To Equity Share First & Final call A/c 225000

(Being Final call amount Received except from raj 
who held 1125 Shares)



Sr.No Particulars LF Debit Credit

5 Equity Share Capital A/c….Dr (1125*10) 11250

To Forfeited Shares A/c (13500-5625) 7875

To Calls in Arrears A/c 3375

(Being 1125 Shares Forfeited)

6 Bank A/c….Dr (1125*6) 6750

Forfeited Shares A/c....Dr (1125*4) 4500

To Equity Share capital A/c (1125*10) 11250

(Being 1125 Forfeited Shares Reissued)



Sr.No Particulars LF Debit Credit

7 Forfeited Shares A/c…Dr (7875-4500) 3375

To Capital Reserve A/c 3375

(Being profit on Reissue credited to capital Reserve)

Note – Amount Not Received on First & Final Call transferred to calls in Arrears)



Sr.No Particulars No./Amount

A Shares Applied by Raj 1500

B Application Money Received from Raj (1500*9) 13500

C Shares Allotted to Raj (1500/10*7.50) 1125

D Application Money that Should have been received on the 
Basis of Shares Allotted (1125*9)

10125

E Excess Money to be Adjusted in First & Final call (B-D) 3375

F First & Final Call Amount Receivable from Raj (1125*6) 6750

G Calls in arrears of Raj (F-E) 3375

WN 1 – Ascertainment of Calls in Arrears of Mr. Raj
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Working Note for Adjustment & Refund
Category No. of 

Shares 

Applied

No. of 

Shares 

Allotted

Amount 

received 

on 

Application

Amount 

required on 

Application

Amount 

adjusted 

in 

Allotment

Refund Amount 

Due on 

Allotment

Amount 

Received 

on 

Allotment

(i) 5000 5000 10000 10000 - - 25000 25000

(ii) 30000 15000 60000 30000 30000 - 75000 45000

(iii) 320000 80000 640000 160000 400000 80000 400000 -

Total 355000 100000 710000 200000 430000 80000 500000 70000



Sr.No Particulars LF Debit Credit

1 Bank A/c…..Dr 710000

To Share Application A/c 710000

(Being Amount Received on Application as 

per Working Note)

In The Books of JHP Ltd
Journal Entries



Sr.No Particulars LF Debit Credit

2 Share Application A/c….Dr 710000

Share Allotment A/c….Dr (100000 * 5) 500000

To Equity Share Capital A/c (100000*3) 300000

To Share Allotment A/c 430000

To Bank A/c 80000

To Securities Premium (100000*4) 400000

(Being Shares alloted , excess amount

refunded as per working Note)



Sr.No Particulars LF Debit Credit

3 Bank A/c…...Dr 70000

To Share Alottment A/c 70000

(Being Amount received on Allotment as

per Working Note)

4 Share Final call A/c….Dr (100000*7) 700000

To Equity Share Capital A/c (100000*7) 700000

(Being Final call Due)



Sr.No Particulars LF Debit Credit

5 Bank A/c….Dr 700000

To Share Final call A/c 700000

(Being Amount on Final call Recieved)
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Sr.No Particulars LF Debit Credit

1 Share Capital A/c Dr. 7,000

Securities Premium Reserve A/c Dr. 1,500

To Forfeited Share A/c 5,000

To Share Allotment A/c 1,500

To Share First Call A/c 2,000

(Being 100 shares forfeited for non-payment of 
allotment money and first call)

2 Bank A/c Dr. 8,000

Forfeited Shares A/c Dr. 2,000

Journal Entries



Sr.No Particulars LF Debit Credit

To Share Capital A/c 10,000

(Being 1000 forfeited shares reissued as fully 
paid up for Rs. 8 per share)

3 Forfeited Shares A/c Dr. 3,000

To Capital Reserve A/c 3,000

(Being the transfer of gain on reissue) 
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Date Particulars LF Debit Credit

1 Equity Share Application A/c 1000000

Equity Share Allotment A/c 1000000

To Equity Share Capital A/c 1600000

To Securities Premium Reserve A/c 400000

(Being Shares allotted & Allotment Money 
Due)

2 Calls In Arrears A/c…..Dr 7500

To Equity Share Allotment A/c 7500

(Being Allotment Money Not Received on 
150 Shares at Rs. 50 Each Transferred to 
Calls in Arrears)

JOURNAL ENTRIES



Date Particulars LF Debit Credit

3 Equity Share First & Final call A/c…..Dr 400000

To Equity Share Capital A/c 400000

(Being Share First & Final call Due)

4 Calls In Arrears A/c…..Dr 3000

To Equity Share First & Final call A/c 3000

(Being First & Final call  Not Received on 150 
Shares at Rs. 20 Each Transferred to Calls in 
Arrears

5 Equity Share Capital A/c…....Dr (150*100) 15000

Securities Premium A/c….Dr (150*20) 3000

To Forfeited Shares A/c (150*50) 7500

To Call in Arrear's A/c 10500

(Being 150 Shares Forfeited for non payment of 
allotment & Final call Money)



In The Books of B Ltd

Cash Book

Particulars Amount Particulars Amount

To Equity Share Application A/c 1200000 By Equity Share Application A/c 200000

To Equity Share Allotment A/c 992500

By Balance C/d (Bal Fig) 2389500

To Equity Share First & Final call A/c 397000

2589500 2589500



ISSUE  
OF

DEBENTURE
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Date Particulars LF Debit Credit

1-4-20 Sundry Assets A/c                                    Dr. 4,50,000

Goodwill A/c                                             Dr. 50,000

To Sundry Liabilities A/c 60,000

To Universe Ltd A/c 4,40,000

(Being business purchased)

1-4-20 Universe Ltd A/c                                       Dr. 4,40,000

To 8% Debenture Ac 4,00,000

To Securities Premium Reserve A/c

(4,000 x 10)

40,000

(Being ..............................

In the Books of Sky Ltd
Journal Entries



Date Particulars LF Debit Credit

1-4-20 Bank A/c                                                         Dr.

(3,000 x 30)

90,000

To Debenture Application A/c 90,000

(Being application received for 3,000 debentures) 

1-4-20 Debenture Application A/c                               Dr. 90,000

Debenture Allotment A/c                                 Dr.

(3,000 x 60)

1,80,000

Loss on Issue of Debenture A/c                      Dr.

(3,000 x 15) 

45,000

To 8% Debentures A/c

(3,000 x 100)

3,00,000

To Debenture Redemption Premium A/c

(3,000 x 5)

15,000

(Being 3,000 debentures allotted)



Date Particulars LF Debit Credit

1-4-20 Bank A/c                                                        Dr.

(3,000 x 30)

1,80,000

To Debenture Allotment A/c 1,80,000

(Being debentures allotment money received) 

1-4-20 Securities Premium Reserve  A/c                 Dr. 40,000

Profit & Loss A/c                                           Dr. 5,000

To Loss on Issue of Debentures A/c 45,000

(Being loss on issue of debentures written off)

Note:

1) No entry for Interest on Debentures passed as necessary information not provided.

2) Securities Premium Reserve used to set off Loss on Issue of Debentures as per

section 52 of The Companies Act, 2013.
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Sr.No Particulars LF Debit Credit

1 Machinery A/c Dr. 9,90,000

To Avneet Ltd 9,90,000

(Being Machinery Purchased)

Case 1

2 Avneet Ltd A/c Dr. 9,90,000

To 10% Debentures A/c 9,90,000

(Being 10% Debentures Issued to Avneet Ltd)

Journal Entries



Sr.No Particulars LF Debit Credit

Case 2

3 Avneet Ltd A/c Dr. 9,90,000

Discount on Issue of Debenture A/c Dr. 2,47,500

To 10% Debentures A/c 12,37,500

(Being 10% Debentures Issued to Avneet Ltd at 
20% Discount)



Sr.No Particulars LF Debit Credit

Case 3

4 Avneet Ltd A/c Dr. 9,90,000

To 10% Debentures A/c 8,25,000

To Premium on Issue of Debentures A/c 1,65,000

(Being 10% Debentures Issued to Avneet Ltd at 
20% Premium)



Working Note

Statement Showing No of Debentures to be issued 

SR.NO PARTICULARS CASE A CASE B CASE C

A Consideration Payable in Debentures 990000 990000 990000

B Issue Price Per Debenture 100 80 120

C No. Of Debentures to be Issued 9900 12375 8250

(A/B) Deb Deb Deb
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JOURNAL BOOK

DATE PARTICULARS L.F DEBIT CREDIT

30-06-2020 Interest on Debentures A/c…..Dr 60000

To Debentureholders A/c 60000

(Being Interest on debentures payable)

30-06-2020 Debentureholders A/c….Dr 60000

To TDS Payable A/c 6000

To Bank A/c 54000

(Being interest paid to debentureholders net of TDS)

30-06-2020 TDS payable A/c…Dr 6000

To Bank A/c 6000

(Being TDS Paid to Government)



31-12-2020 Interest on Debentures A/c…..Dr 60000

To Debentureholders A/c 60000

(Being Interest on debentures payable)

31-12-2020 Debentureholders A/c….Dr 60000

To TDS Payable A/c 6000

To Bank A/c 54000

(Being interest paid to Debentureholders net of TDS)

31-12-2020 TDS payable A/c…Dr 6000

To Bank A/c 6000

(Being TDS Paid to Government)

31-12-2020 P/L A/c….Dr 150000

To Loss on Issue of Debentures A/c 30000

To Interest on Debentures A/c 120000

(Being Loss & Interest on Debentures transferred to P/L

A/c)



ACCOUNTING FOR BONUS 
ISSUE & RIGHT ISSUE
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Date Particulars LF Debit Credit

1-4-22 Equity Share Final Call A/c            Dr. (90,000 X 2) 1,80,000

To Equity Share Capital A/c 1,80,000

(Being final call due)

20-4-22 Bank A/c                                                              Dr. 1,80,000

To Equity Share Final Call A/c 1,80,000

(Being final call received)

In the Books of Solid Ltd

Journal Entries



Date Particulars LF Debit Credit

20-4-22 Securities Premium A/c                                       Dr. 20,000

General Reserve A/c                                           Dr. 1,60,000

Profit & Loss A/c                                                  Dr. 45,000

To Bonus to Shareholder’s A/c 2,25,000

(Being bonus declared in the ratio 1:4)

20-4-22 Bonus to Shareholder’s A/c                                Dr. 2,25,000

To Equity Share Capital A/c 2,25,000

(Being 22,500 equity shares issued as bonus)



PARTICULARS NOTE NO AMOUNT

EQUITY AND LIABILITIES

Shareholders Fund

Share Capital 1 12,05,000

Reserves & Surplus 2 1,95,000

Non Current Liabilities

Long Term Borrowings 3 5,00,000

Total 19,00,000

Balance Sheet as 30-4-22 (Extract) (After Bonus)



PARTICULARS AMOUNT AMOUNT

Authorised Share Capital

10,000, 12% Preference Shares of 10 each 1,00,000

1,12,500 Equity Shares of 10 each 11,25,000

Issued, Subscribed, Called up & Paid up Capital

8,000, 12% Preference Shares of 10 each Fully Paid 80,000

1,12,500 Equity Shares of 10 each Fully Paid 11,25,000 12,05,000

(Out of the above 22,500 equity shares of 10 each issued by way of bonus)

Total 12,05,000

Note 1 – Share Capital



PARTICULARS AMOUNT AMOUNT

General Reserve 1,60,000

Less : Utilised for Bonus Issue 1,60,000 -

Revaluation Reserve 35,000

Securities Premium 20,000

Less : Utilised for Bonus Issue 20,000 -

Profit & Loss A/c 2,05,000

Less : Utilised for Bonus Issue 45,000 1,60,000

Total 1,95,000

Note 2 – Reserves and Surplus



PARTICULARS AMOUNT AMOUNT

12% Debentures of 100 each 5,00,000

Total 5,00,000

Note 3 – Long Term Borrowing
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Date Particulars LF Debit Credit

2-4-22 Equity Share Final Call A/c            Dr. (10 Cr Shares * 2) 2000

To Equity Share Capital A/c 2000

(Being final call due)

2-4-22 Bank A/c                                                              Dr. 2000

To Equity Share Final Call A/c 2000

(Being final call received)

In the Books of Brite Ltd

Journal Entries                              (Rs. In 

lakhs)



Date Particulars LF Debit Credit

1-6-22 Capital Redemption Reserve A/c                        Dr. 1485

Securities Premium A/c                                       Dr. 2000

General Reserve A/c                                           Dr. 515

To Bonus to Shareholder’s A/c 4000

(Being bonus declared in the ratio 2:5)

1-6-22 Bonus to Shareholder’s A/c                                Dr. 4000

To Equity Share Capital A/c 4000

(Being 4 Crores equity shares issued as bonus)



PARTICULARS AMOUNT AMOUNT

Authorised Share Capital

20 Crore Shares of 10 Each 20000

Issued, Subscribed, Called up & Paid up Capital

14 Crore Equity Shares of 10 Each , Fully paid Up 14000

(Out of the above 4 Crores equity shares of 10 each issued by way of 

bonus)

2 Crore , 11% Cumulative preference Share Capital of Rs. 10 Each , Fully 

paid

2000 16000

Total 16000

Note 1 – Share Capital



PARTICULARS AMOUNT AMOUNT

Capital Redemption Reserve 1485

Less : Utilized for Bonus Issue (1485) -

Securities Premium 2000

Less : Utilized for Bonus Issue (2000) -

General Reserve 1040

Less : Utilised for Bonus Issue (515) 525

Profit & Loss A/c 273

Total 798

Note 2 – Reserves and Surplus
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𝐸𝑥 𝑅𝑖𝑔ℎ𝑡 𝑀𝑎𝑟𝑘𝑒𝑡 𝑃𝑟𝑖𝑐𝑒 𝑆ℎ𝑎𝑟𝑒

=
[𝐶𝑢𝑚 𝑅𝑖𝑔ℎ𝑡 𝑀𝑎𝑟𝑘𝑒𝑡 𝑃𝑟𝑖𝑐𝑒 𝑜𝑓 𝑆ℎ𝑎𝑟𝑒 + (𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑆ℎ𝑎𝑟𝑒𝑠 𝑈𝑛𝑑𝑒𝑟 𝑅𝑖𝑔ℎ𝑡 𝐼𝑠𝑠𝑢𝑒 𝑋 𝐼𝑠𝑠𝑢𝑒 𝑃𝑟𝑖𝑐𝑒)]

𝐸𝑥𝑖𝑠𝑡𝑖𝑛𝑔 𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑆ℎ𝑎𝑟𝑒𝑠 + 𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑅𝑖𝑔ℎ𝑡 𝑆ℎ𝑎𝑟𝑒𝑠

=
150 𝑥 40 + 125 𝑥 1

4 + 1

= 145 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒

Value of Right = Cum Right Price – Ex Right Price

= 150 – 145

= 5



REDEMPTION 
OF 

DEBENTURES
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Date Particulars LF Debit Credit

1 Bank A/c…………. Dr. (5,000 X 15) 75,000

To Equity Share Application and Allotment A/c 75,000

(Being application money received for 5,000 right shares 

in ratio of 1:4 @ Rs. 15) 

2 Equity Share Application and Allotment A/c ……..Dr. 75,000

To Equity Share Capital A/c 50,000

To Securities Premium A/c 25,000

(Being 5,000 right shares issued)

In the Books of BEE Ltd
Journal Entry 



Date Particulars LF Debit Credit

3 Securities Premium A/c……….Dr. 25,000

Profit & Loss A/c…………..Dr. 25,000

To Bonus to Shareholders A/c 50,000

(Being Bonus Declared in the ratio of 1:5)

4 Bonus to Shareholders A/c…………Dr. 12,000

To Equity Share Capital A/c 12,000

(Being bonus share issued)



Date Particulars LF Debit Credit

5 Profit & Loss A/c………..Dr. 12,000

To Debenture Redemption Reserve A/c 12,000

(Being DRR created at 10% of 1,20,000)

6 Debenture Redemption Reserve Investment A/c…..Dr. 18,000

To Bank A/c 18,000

(Being investment made at 15% of 1,20,000)



Date Particulars LF Debit Credit

7 12% Debenture’s A/c…………Dr. 1,20,000

Premium on Redemption of Debentures A/c……..Dr. 3,600

To Debenture Holder’s A/c 1,23,600

(Being amount due on redemption)

8 Bank A/c                                                                    Dr. 18,000

To Debenture Redemption Reserve Investment A/c 18,000

(Being investment realised)



Date Particulars LF Debit Credit

9 Debenture Holder’s A/c                                       Dr. 1,23,600

To Bank A/c 1,23,600

(Being amount paid to debenture holders) 

10 Debenture Redemption Reserve A/c                   Dr. 12,000

To General Reserve A/c 12,000

(Being DRR transferred to general reserve)

11 Profit & Loss A/c                                                  Dr. 3,600

To Premium on Redemption of Debenture A/c 3,600

(Being premium on redemption of debenture transferred 

to P&L A/c)
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Date Particulars LF Debit Credit

1 Bank A/c…………..Dr.                           (7,500 X 15) 1,12,500

To Debenture Application & Allotment A/c 1,12,500

(Being application money received for 7,500 right shares 

in ratio of 1:4 @ Rs. 15)

2 Equity Share Application & Allotment A/c                 Dr. 1,12,500

To Equity Share Capital A/c 75,000

To Securities Premium A/c 37,500

(Being 7,500 right shares issued)

In the Books of Case Ltd
Journal Entry 



Date Particulars LF Debit Credit

3 Securities Premium A/c                                         Dr. 37,500

Profit & Loss A/c                                                    Dr. 37,500

To Bonus to Shareholders A/c 75,000

(Being bonus declared in the ratio of 1:5)

4 Bonus to Shareholders A/c                                    Dr. 75,000

To Equity Share Capital A/c 75,000

(Being bonus shares issued)



Date Particulars LF Debit Credit

5 12% Debentures A/c                                                 Dr. 1,80,000

Premium on Redemption of Debentures A/c            Dr. 5,400

To Debenture Holders A/c 1,85,400

(Being amount due on debentures)

6 Bank A/c                                                                    Dr. 27,000

To Debenture Redemption Reserve Investment A/c 27,000

(Being investment realised)



Date Particulars LF Debit Credit

7 Debenture Holders A/c                                            Dr. 1,85,400

To Bank A/c 1,85,400

(Being amount paid to Debenture holders)

8 Debenture Redemption Reserve A/c                       Dr. 18,000

To General Reserve 18,000

(Being DRR transferred to general reserve)

9 Profit & Loss A/c                                                      Dr. 5,400

To Premium on Redemption of Debenture A/c 5,400

(Being premium on redemption of debenture transferred 

to P&L A/c)
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Date Particulars Amount Date Particulars Amount

31-3-22 To Debenture Holder’s 

A/c

7,50,000 1-4-21 By Balance b/d 7,50,000

7,50,000 7,50,000

12% Debentures A/c



Date Particulars Amount Date Particulars Amount

1-4-21 By Balance b/d 25,000

31-3-22 To General Reserve A/c 

(BF)

75,000 1-4-21 By Profit & Loss A/c 50,000

75,000 75,000

DRR A/c



Date Particulars Amount Date Particulars Amount

1-4-21 To Balance b/d 1,12,500 31-3-22 By Bank A/c 1,12,500

1,12,500 1,12,500

10% Secured Bonds of Govt. (DRR Investment) A/c



Date Particulars Amount Date Particulars Amount

31-3-22 To Balance b/d 7,50,000

31-3-22 To Interest on DRR 

Investment A/c

1,12,500 x 10% X 12

12

11,250 31-3-22 By Debenture Holder’s A/c 8,25,000

31-3-22 To DRR Investment A/c 1,12,500 31-3-22 By Balance c/d (BF) 48,750

8,73,750 8,73,750

Bank A/c



Date Particulars Amount Date Particulars Amount

31-3-22 To Bank A/c 8,25,000 31-3-22 By 12% Debenture A/c 7,50,000

31-3-22 By Premium on Redemption 

of Debenture A/c

75,000

8,25,000 8,25,000

Debenture holder’s A/c



REDEMPTION 
OF 

PREFERENCE SHARES
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Date Particulars LF Debit Credit

1 Bank A/c – Dr (25000 x 10) 2,50,000

To Equity Share capital A/c 2,50,000

(Being 25,000 Equity Shares of Rs. 10 Each 
Issued)

2 Bank A/c – Dr 1,00,000

To 14% Debentures A/c 1,00,000

(Being 1000 14% Debentures Issued)

In the Books of C Ltd.
Journal Entries 



Date Particulars LF Debit Credit

3 Profit & Loss A/c – Dr 50,000

To Capital Redemption Reserve A/c 50,000

(Being amount transferred to CRR)

4 12% Redeemable Preference Shares A/c – Dr 3,00,000

Premium on Redemption of Preference share 
A/c – Dr 

30,000

To Preference Shareholders A/c 3,30,000

(Being Redemption Due)



Date Particulars LF Debit Credit

5 Preference Shareholders A/c - Dr 3,30,000

To Bank A/c 3,30,000

(Being amount Paid on redemption)

6 Profit & Loss A/c – Dr 30,000

To Premium on redemption of preference 
shares A/c

30,000

(Being Adjustment of Premium Payable on 
redemption against Profit & Loss A/c)
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Date Particulars LF Debit Credit

1 Bank A/c – Dr (750 x 50) 37,500

To Equity Share Capital A/c 37,500

(Being 750 shares issued at Rs. 50 for 
redemption of preference shares)

2 Profit & Loss A/c – Dr 27,500

To Capital Redemption Reserve A/c 27,500

(Being amount Transferred to CRR)

In the Books of X Ltd.
Journal Entries



Date Particulars LF Debit Credit

3 Preference share Capital A/c – Dr 65,000

Premium on redemption of preference share 
A/c – Dr 

6,500

To Preference shareholders A/c 71,500

(Being Redemption Due)

4 Bank A/c – Dr 15,000

Profit & Loss A/c – Dr 3,500

To Investment A/c 18,500

(Being investment sold)



Date Particulars LF Debit Credit

5 Preference shareholders A/c – Dr  71,500

To Bank A/c 71,500

(Being Amount due on redemption paid)

6 Profit & loss A/c – Dr 6,500

To Premium on redemption of preference 
shares

6,500

(Being Premium on redemption Adjusted)



Sr.no Particulars Debit

A Amount Due on redemption (Nominal value) 65,000

B Premium payable on redemption 6,500

C Total Amount  payable on redemption (A+B) 71,500

D Less- Amount Received on sale of Investment 15,000

E Bank Balance to be used for Redemption (31,000 –
12,000)

19,000

F Amount to be raised from fresh issue (C-D-E) 37,500

G Issue price per share 50

H No. of Shares to be issued (F/G) 750 Shares

WN 1 Computation of No of Shares to be Issued



Amount to be = Nominal value of preference __

Redemption out of fresh Transferred to CRR shares 

to be redeemed Issue

= 65,000 – 37,500

= 27,500

WN. 2. Computation of amount to be transferred to CRR
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Date Particulars LF Debit Credit

1 8% Preference share Final call A/c – Dr 
(50,000 x 30)

15,00,000

To 8% Preference share capital A/c 15,00,000

(Being final call made)

2 Bank A/c – Dr 15,00,000

To 8% Preference shares final call A/c 15,00,000

(Being amount received on final call)

In the Books of XYZ Ltd.
Journal Entries



Date Particulars L
F

Debit Credit

3 Bank A/c – Dr (50,000 X 20) 10,00,000

To Equity share Application A/c 10,00,000

(Being application received for 50,000 equity 
shares)

4 Equity Share application A/c – Dr 10,00,000

Equity Share Allotment A/c – Dr
(50,000 x 35)

17,50,000

To Equity share capital A/c (50,000 x 45) 22,50,000

To Securities Premium A/c (50,000 x 10) 5,00,000

(Being 50,000 shares allotted)



Date Particulars LF Debit Credit

5 Bank A/c – Dr 17,50,000

To Equity Share allotment A/c 17,50,000

(Being allotment money received)

6 General Reserve A/c – Dr 27,50,000

To Capital redemption reserve A/c 27,50,000

(Being amount transferred to CRR)



Date Particulars LF Debit Credit

7 8% Preference share capital A/c Dr 50,00,000

Premium on Redemption of Preference 
Shares A/c – Dr

2,50,000

To Preference shareholders A/c 52,50,000

(Being Redemption Due)

8 Preference Shareholders A/c Dr 52,50,000

To Bank A/c 52,50,000

(Being amount due on redemption paid)



Date Particulars LF Debit Credit

9 General reserve A/c – Dr 2,50,000

To Premium on redemption of Preference 
shares A/c

2,50,000

(Being Premium Payable on Redemption 
Adjusted Against General Reserve)





QUESTION 75



Date Particulars L
F

Debit Credit

1 8% Preference Share First Call A/c – Dr  15,00,000

To 8% Preference share capital A/c 15,00,000

(Being final call made)

2 Bank A/c – Dr (48,000 x 30) 14,40,000

Calls in Arrears A/c – Dr (2,000 x 30) 60,000

To 8% Preference Share final call A/c 15,00,000

(Being amount received on final call & calls in 
arrears recorded for 2,000 shares)

In the Books of XYZ Ltd.
Journal Entries



Date Particulars LF Debit Credit

3 8% Preference share capital A/c – Dr
(2,000 x 100)

2,00,000

To Calls in Arrears 60,000

To share forfeited A/c (2,000 x 70) 1,40,000

(Being 2,000 Preference Shares forfeited)

4 Bank A/c – Dr (50,000 x 20) 10,00,000

To Equity share application A/c 10,00,000

(Being application received for 50,000 
shares)



Date Particulars LF Debit Credit

5 Equity share application A/c – Dr 10,00,000

Equity share allotment A/c – Dr  (50,000 x 
35)

17,50,000

To Equity share capital A/c (50,000 x 45) 22,50,000

To Security Premium A/c (50,000 x 10) 5,00,000

(Being 50,000 Equity Shares allotment)

6 Bank A/c – Dr 17,50,000

To Equity share allotment A/c 17,50,000

(Being allotment money received)



Date Particulars LF Debit Credit

7 General reserve A/c - Dr 25,50,000

To Capital redemption reserve A/c 25,50,000

(Being amount transferred to CRR)

8 8% Preference share A/c – Dr  48,00,000

Premium on redemption of preference shares 
A/c- Dr

2,40,000

To Preference shareholders (Being 
redemption due)

50,40,000



Date Particulars LF Debit Credit

9 Preference shareholders A/c – Dr 50,40,000

To Bank A/c 50,40,000

(Being amount paid on redemption) 

10 General reserve A/c – Dr 2,40,000

To Premium on Redemption of 
preference Share A/c

2,40,000

(Being Premium Paid on redemption 
adjusted against general Reserve )



Date Particulars LF Debit Credit

11 Forfeited shares A/c – Dr 1,40,000

To Capital Reserve A/c 1,40,000

(Being Profit on forfeiture of 2,000 Preference 
shares Transferred to capital reserve)
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