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Note : Attempt five questions in all. Question No. 1 is compulsory

and the answer to each part of Q. No. 1 should not be

more than one page.

1. (i) What is branch adjustment account? (4)

(ii) Why is memorandum revaluation account

prepared? (4)

(iii) Give any three points of distinction between sacrificing

ratio and gaining ratio. (4)

(iv) Why are assets and liabilities revalued at the time

of retirement of a partner? (4)

(v) Write a short note on Indian Partnership Act, 1932.

(4)

(i)

(ii)
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(iii)

(iv)

(v)

2. Write short note on the following :

(i) Maintenance Suspense Account. (8)

(ii) Interest Suspense a/c under Installment Payment

System. (7)

(i)

(ii)

3. Discuss the treatment of goodwill in case of admission of a

new partner with journal entries. (15)

4. Raja Limited with its head office at Mumbai invoiced

goods to its branch at Delhi at 20% less than the list price

which is cost plus 100% with instructions that cash sale

were to be made at invoice price and credit sale at catalogue

price (i.e., list price). Some stock of the branch is destroyed

by fire and it was uninsured.
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`
Stock at invoice price 1st April, 2006 16,000

Goods received from Head Office 60,000

Debtors 1st April, 2006 5,000

Sales :

Cash Sales 20,000

Credit Sales 55,000

Cash received from debtors 40,000

Expenses paid 8,000

Discount allowed to debtors 1,000

Stock on 31st March, 2007 at invoice price 7,000

Cash remitted by branch 50,000

From the above particulars prepare necessary accounts of

the branch for the year ending 31st March, 2007. (15)

+100% 20% 

`
16,000
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5. Under what circumstances can partnership be dissolved?

How are the accounts of a firm closed on dissolution?       (15)

6. X purchased 7 trucks on hire-purchase system on 1st July,

2010. The cash price of each truck was ` 5,00,000. He was

to pay 20% of the cash price at the time of delivery and the

balance in five half-yearly installment starting from

31st December, 2010 with interest @ 5% per annum. On

X's failure to pay the installment due on 30th June, 2011,

it was agreed that X would return 3 trucks to the vendor and

remaining  4 would be retained by him. The vendor agreed

to allow him a credit for the amount paid against these

3 trucks less 25%.

Show the relevant account in the books of X, assuming  that

his books are closed in June every year and depreciation

@ 20% is charged on trucks. (15)



X

`

20% 

5%

X

X 3 

 25% 

X

20% 

7. The following is the balance sheet of A, B and C sharing

profit and losses in the proportion of 6 : 5 : 3 respectively :

Liabilities ` Assets `

Creditors 18,900 Cash 1,890

Bills payable 6,300 Debtors 26,460

General Reserve 10,500 Stock 29,400

Capitals : Furniture 7,350

A 35,400 Land and building 45,150

B 29,850 Good will 5,250

C 14,550 79,800

They agreed to take D into partnership and give him 1/8th

share on the following terms :

(i) That furniture be depreciated by ` 920.

(ii) An old customer, whose account was written off as

bad, has promised to pay ` 2,000 in full settlement of

his full debt.
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(iii) That a provision of ` 1,320 be made for outstanding

repair bills.

(iv) That the value of land and building having appreciated

be brought up to ` 54,910.

(v) That D should bring in ` 14,700 as his capital.

(vi) That D should bring in ` 14,700 as his share of

goodwill.

(vii) That after making the above adjustment, the capital

account of old partners be adjusted on the basis of the

proportion of D's capital to his share in business i.e.,

actual cash to be paid off or brought in by the old

partners, as the case may be.

Pass the necessary journal entries in the book and prepare

the balance sheet of the new firm. (15)

D

(i) `

(ii)

`

(iii) `

(iv) `

(v) D `

(vi) D `
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(vii) D

8. What is Goodwill? What is the need of its valuation? Explain

different methods of valuation of Goodwill. (15)

9. A, B and C work in partnership sharing profits and losses

in the ratio of 3 : 2 : 1. The balance sheet of the firm as at

the date of dissolution was as follow :

Liabilities ` Assets `

Sundry creditors 22,000 Cash at Bank 7,000

General reserve 12,000 Sundry debtors   20,000

Capital accounts : Less : Provision for

A 84,000 Doubtful Debts    1,000 19,000

B 50,000 1,34,000 Stock 28,000

Furniture 6,000

Plant and Machinery 34,000

Building 60,000

Capital a/c – C 14,000
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Plant and Machinery was sold for ` 23,420 and building

was sold for ` 33,200. Stock was sold for 20% less than its

book value. Bad debts amounted to ` 1,620. Furniture was

taken over  by A for ` 4,500.

Discount of ` 800 is received on payment to creditors.

Outstanding creditors not provided for amounting to ` 2,500

were also paid. The expenses of realization amounted to

` 1200. C became insolvent and he could pay only 20 paise

in rupee.

Prepare ledger account to close the books of the firm

following Garner vs. Murray Rule.

` `

20% 

` A `

`

`

` C
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