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COMPREHENSIVE PROJECTS -1

BTN M. Rajat Gupta had 1,000 shares of I}(lehance In‘dustries Ltd. of

% 10 each. In March, 2019, he sold his shares @< 9?0 each and decided tq Setup
manufacturing business of room coolers on.l April, 2019 under the name of M/s.
Supreme Cooler. He decided that all transactions should be ma@e through bany and
deposited the whole money in Dena Bank. He purchased a running factory of coolerg
consisting of Factory Land and Building for ¥ 4,00,000, Plant and MaChinery
¥ 3,50,000, Furniture ¥ 70,000, Stock ¥ 80,000 but agreed to pay % 9,50,000 as
purchase consideration. He later approached his banker for a loan to meet the
working capital requirement. Bank advanced loan amounting to X 4,00,000 @ 10,
p.a. His transactions for the year ending 31st. March, 2020, were as follows :

Particulars ()
Total Purchases % 4,10,000 in Cash) 12,40,000
Total Sales (X 5,25,000 in Cash) 20,50,000
Wages ¥ ' : 2,30,000
Carriage 20,500
Power and Lighting 16,500
Salary of Staff and Manager 1,25,000
Postage and Call ‘ 5,200
Printing and Stationery : 4,800
Advertising 16,700
Received from Debtors 12,11,000
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[nsurance Premium

o 12,100
Conve
i o i 65000
prawings during the year @ ¥ 10,000 pm, il
pank Loan repaid X 1,00,000 on March, 31, 2020 e
s . -
You are required to :
(1) Iournahs.e these transactions and Post them into ledger accounts.
' (2) Draw Trial Balance. -

Additional Informations ;
(i) Closing Stock ¥ 1,10,000
(i) Depreciate Land and Builg; 9 | .
and Furniture by 10%, Ing by 5% and Plant and Machinery

(i.ii) Salary Outstanding ¥ 8,000 ang wages outstanamg < 15,000.
(iv) Insurance premium prepaid ¥ 1,200, |
(v) Interest on Bank Loan is due.

(3) - Prepare financial statements for the year 2019-20.

(4) Compare and comment on the profitability and short term solvency of the

gﬁi})rise when similar firms earn Gross Profit @ 25% and Net Profit
0.

Solution. The Project work involves the followings :

() to prepare accounting records of M/s Supreme Coolers for th di
31st March, 2020. P € year ending

(b) to prepare Trial Balance and financial statements.
() to find profitability and short-term solvency ratios.

Necessary data and information is given to complete the project work.
Execution of Project Work

(i) Preparation of Journal, Ledger and Trial Balance.
(ii) Preparationof Financial Statements for the year ending 31st March, 2020.
(iii) Computation of :
— Profitability Ratio: (i) Gross Profit Ratio
(ii) Net Profit Ratio
_ (iii) Operating Ratio
— Short Term Solvency Ratio: (i) Current Ratio
| (ii) Liquid Ratio

(1) M/s Supreme Coolers
Journal
\
Date : ‘ ; L.F. Dr. R) Cr. ®
T | Purtlgulars
2019 | .
April 1 | Bank Afc Dr. 9,80,000
To Capital A/c 9,80,000
(For Commence Business)
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April 1 | Land and Building A/c Dr. 4,00,000
Plant and Machinery A/c Dr. 3,50,000
Furniture A/c Dr. 70,000
Stock A/c Dr. 80,000
Goodwill A/c (Bal. Fig.) Dr. 50,000
To Bank A/c 9,50,000
(For various assets purchased for ¥ 9,50,000)
Bank A/c Dr. 4,00,000
To 10% Bank Loan A/c 4,00,000
(For bank loan taken @ 10% per annum)
Purchases A/c Dr. 4,10,000
To Bank A/c 4,10,000
(For goods purchased in cash)
Purchases A/c Dr. 8,30,000
To Creditors A/c 8,30,000
(For goods purchased on credit)
Bank A/c Dr. 5,25,000
Debtors’ A/c Dr. 15,25,000
To Sales A/c 20,50,000
(For goods sold on cash and credit)
Wages A/c Dr. 2,30,000
Carriage A/c Dr. 20,500
Power and Lighting A/c Dr. 16,500
Salaries A/c Dr. 1,25,000
Postage and Call A/c Dr. 5,200
Printing and Stationery A/c Dr. 4,800
Advertising A/c Dr. 16,700
Insurance Premium A/c Dr. 12,100
Conveyance A/c Dr. 15,200
To Bank A/c 4,46,000
(For Various Expenses Paid)
Bank A/c Dr. 12,11,000
To Debtors A/c 12,11,000
(For cash received from debtors)
Creditors A/c Dr. 6,50,000
To Bank A/c 6,50,000
(For cash paid to Creditors)
Drawings A/c Dr. 1,20,000
To Bank A/c 1,20,000
(For drawing made during year)
2020 Bank Loan A/C Dr. 1100,000
March 31 To Bank A/c 1,00,000
(For Bank Loan repaid)
Total 81,47,000 | 81,47,000
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2 Ledger Accounts
or. Bank A/c Cr.
ticulars .
Date _P”f’ J.E. () | Date | Particulars J.E )
9 |To Capital A/c 9,80 - ,
201 To Bank Loan A/ 000 12019 | By Land & Building A /c 4,00,000
To Sales A/c 5,25,000 y Ylant & Machinery A/c 3,50,000
To Debtors A/c 12'11'0 By Furniture A/c 50,000
3200 By Stock A/c 90,000
By Goodwill A/c 60,000
By Purchases A/c 4,10,000
By Wages A/c 2,30,000
By Carriage A/c 20,500
By Power & Lighting A/c 16,500
By Salaries A/c 1,25,000
By Postage & Call A/c 5,200
By Printing & Stationery A/c 4,800
By Advertising A/c 16,700
By Insurance A/c 12,100
By Conveyance A/c 15,200
By Creditors A/c 6,50,000
2020 | By Drawing A/c 1,20,000
Mar. 31} By Bank Loan 1,00,000
By Balance c¢/d 4,40,000
31,16,000 31,16,000
2020
April 1| To Balance b/d 6,04,000
Dr. Capital A/c Cr.
Date | Particulars J.E. (%) | Date | Particulars J.E. )
' 2019
2020
Mar. 31| To Balance c/d 9,80,000| Apr. 1| By Bank A/ 580,000
- 2020
Apr. 1| By Balance b/d 9,80,000
> Land & Building Alc &
. .F. )
Date | Particulars J.E i i I
2020
00,000
UL 4,00,000 |Mar. 31| By Balance c/d | 4,00,080,
Apr. 1| To Bank A/c |
2020
0
Apr. 1| To Balance b/d 4,00,00 -
n Plant & Machinery Alc
T
. J.E )
=2 @) | Date Particulars
Date | Particulars J.E
Froey 2020 0.000
i 3 50,000 Mar. 31| By Balance ¢/d 2
Apr. 1| To Bank A/c L
2020
000
Apr. 1| To Balance b/d 3’50'___,—



Dr. Furniture Alc Cr,
; J.E AT
Date | Particulars J.F. (%) | Date | Particulars L ®)
Y
2019 2020
d 7
Apr. 1| To Bank A/c 70,000 | Mar. 31| By Balance ¢/ 70,000
2020
Apr. 1| To Balance b/d 70,000 ——
Dr. Stock A/c Cr.
.Date | Particulars J.E (%) | Date |Particulars LE Q
2019 2020
Apr. 1| To Bank A/c 80,000 [Mar. 31| By Trading A/c _%
Dr. Goodwill A/c Cr.
Date | Particulars J.E. (%) | Date | Particulars LE )
2019 2020
Apr. 1|To Bank A/c 50,000 |Mar. 31| By Balance c/d 50,000
2020
Apr. 1| To Balance b/d 50,000
Dr. 10% Bank Loan A/c Cr.
Date | Particulars J.E. (2) | Date | Particulars JiF. ()
2020 2019 |
Mar. 31| To Bank A/c 1,00,000 | Apr. 1| By Bank A/c 4,00,000
To Balance c¢/d 3,00,000| 2020 ¢ 4,00,000
4,00,000 | Apr. 1| By Balance b/d 3,00,000
Dr. Purchases A/c Cr.
Date | Particulars J.E. (X) | Date | Particulars J.E. %)
2019 ' 2020
Apr. 1|To Bank A/c 4,10,000 |Mar. 31| By Trading A/c 12,40,000
To Creditors A/c 8,30,000
12,40,000 [ 12,40,000
Dr. Sales A/c Cr.
Date | Particulars J:E: (X) | Date | Particulars J.E. )
2020 » 2019
Mar. 31| To Trading A/c 20,50,000| Apr. 1 By Bank A/c 5,25,000
) By Debtors A/c 15,25,000
20,50,000 20,50,000
Dr. Wages A/c Cr.
Date | Particulars J.E. (X) | Date |Particulars J'E ®)
2019 2020
Apr. 1| To Bank A/c 2,30,000 |Mar. 31| By Trading A/c 2,30,000
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Cr.

pr. Carriage A/c
ticulars .E.
pate | Parti J.E () | Date | Particulars J.E @)
2019 2020
To Bank A/c
20,500 [Mar. 31| By Trading A/c 20,500
Dr. | Power & Lighting A/c cr
Particulars E;
Date I %) | Date Particulars I'E (%)
2019 2020
To Bank A/c
16500 |Mar. 31) By Trading A/c 16,500
Dr. Salaries A/c c
Particul -
pajetplatiicuiars J.E. (X) | Date | Particulars JE )
2019 2020
To Bank A/c 1,25,000 [Mar. 31| By Profit & Loss A/c 1,25,000
Dr. Postage & Call A/c Cr.
Date | Particulars I.E| (X) | Date | Particulars J.E @)
2019 2020
To Bank A/c 5,200 |Mar. 31| By Profit & Loss A/c 5,200
Dr. Printing & Stationery A/c Cr.
Date | Particulars J.E. (X) | Date | Particulars J.E. )
2019 2020
To Bank A/c 4,800 [Mar. 31| By Profit & Loss A/c 4,800
Dr. Advertising A/c Cr.
' T : e
Date | Particulars J.E. (X) | Date Particulars I
2019 ‘ o L 16,700
. 31| By Profit & Loss A/c ,
To Bank A/c | 16700 |Mar. 31 By
Dy Insurance Premium A/c Cr.
- ; .E. )
; Date | Particulars ]
Date | Particulars J.E ®) a
e : 2020
2 0
- 12,100 |Mar. 31| By Profit & Loss A/¢ R
To Bank A/c ’ !
s Cr.
Dr Conveyance Alc
l Particulars J.E. )
e Date | Partic
Date | Particulars R O
202 200
201 : A 15,
| 9 15,200 |Mar. 31| By Profit & Loss A/c
‘ To Bank A/c i
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Creditors A/c

Dr. Cr.
\
iculars IE
Date | Particulars J.E. (%) | Date |Particuid )
2019
2020
Mar. 31| To Bank A/c 6,50,000 By Purchases A/c 8,30,000
To Balance c/d 1,80,000 |
550,000, 830000
/ / [T ——
— | 2020
Apr. 1 |By Balance b/d 1,80,000
Dr. Debtors Alc Cr.
Date |Particulars J.E () | Date Particulars JE Q
2019 2020
To Sales A/c 15,25,000 |Mar. 31| By Bank A/c 12,11,000
: By Balance c/d 3,14,000
15,25,000 15,25,000
2020
Apr. 1 | To Balance b/d 3,14,000
Dr. Drawing A/c Cr.
Date | Particulars J.E. (%) | Date |Particulars J.E. )
2019 2020
Apr. 1 |To Bank A/c 1,20,000 [Mar. 31| By Balance c/d M
To Balance b/d 1,20,000 ;
(3) Trial Balance of Supreme Coolers
as on 31-3-2020
Name of Ledger Accounts Dr. Bal. Cr. Bal.
() ()
Bank A/c 4,40,000
Capital A/c 9,80,000
Land & Building A/c 4,00,000
Plant & Machinery A/c 3,50,000 |
Furniture A/c 70,000
Stock A/c 80,000
‘Goodwill A/c 50,000
10% Bank Loan 300,000
Purchases A/c 12,40,000
Sales A/c 20.50,000
Wages A/c 2,30,000
Carriage A/c 20.500
Power & Lighting A/c 1 6’500
Salaries A/c ’
1,25,000
Postage & Call A/c 5200
Printing & Stationery A/c 4’ 800
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Advertising A/c 16,700
Insurance Premium A/c 12,100
Conveyance A/c 15,200
Debtors A/c 3,14,000
Creditors A/c '
S vings A/c 120,000 1,80,000
o 35,10,000 | 35,10,000
@ Financial Statements of Supreme Coolers
Trading and Profit & Loss A/c
Dr. for the year ending March 31, 2020 Cr.
S Particulars () Particulars )
To Opening Stock A/c
To Pirchases A/c 12 ig’ggg -};Y Sales‘ P
AU, y Closing Stock A/c 1,10,000
To Wages A/c 2,30,000
Add : Outstanding 15,000 2,45,000
To Carriage A/c 20,500
To Power and Lighting A/c' 16,500
To Gross Profit ¢/d 5,58,000
21,60,000 21,60,000
To Salaries A/c 1,25,000 By Gross Profit b/d 5,58,000
Add : Outstanding 8,000| 1,33,000
To Postage & Call A/c 5,200
To Printing & Stationery A/c 4,800
To Advertisement A/c 16,700
To Insurance Prem. A/c 12,100
Less : Prepaid _ 1,200 10,900
To Conveyance A/c 15,200
' To Depreciation Alc:
Land & Building 20,000
Plant & Machinery 35,000
Furniture 7,000
To Interest on Bank Loan O/S 40,000
To Net Profit 2,70,200 | o ers
5,58,000 1 5;58,000,
Balance Sheet
as on March 31, 2020
Liabilities ) g hd
Creditors 1,80,000 || Bank 4,40,000
Outstanding Wages 15,000 || Debtors 3,14,000
Outstanding Salaries 8,000 || Closing Stock 1,10,000
Bank Loan 4,00,000 Prepaid Insurance Premium 1,200
Less : Paid (1,00,000) Land & Building 4,00,000
Add : O/S Interest 40,000 3,40,000 Less : Depreciation M 3,80,000
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Capital 9,80,000 Plant & Machinery 3,50,000
phcie : Depreciation 3
Add : NP, 2,70,200 fegs ZoF 35,000 315,
12,50,200 Furniture i 70,000 Qg
Less : Drawings (1,20,000) | 11,30,200 ||  Less y Depiectation —7,000 63,
Goodwill 50'00()
16,73,200 W
(5) Ratio Analysis
Profitability Ratios :
, ‘ Gross Profit <100
(¥4 \Gross:ErofikRatlo: = Net Revenue from Operations
_ X558000 150 27.229%
~ %20,50,000
‘ Net Profit 10
(i)  Net Profit Ratio = —x100

Net Revenue from Operations

2,70,200

- x100 =13:18%
~ 20,50,000

(iii) Operating Ratio
| (Cost of Revenue from Operations + Operating Expenses)

Net Revenue from Operations
where,
(a) Cost of Revenue from Operations =Revenue from Operations
— Gross Profit
=< 20,50,000 - 5,58,000
=< 14,92,000
(b) Operatmg Expenses = (Administrative and Selling and Distribution
Expenses)

=1,33,000 + 5,200 + 4,800, + 16,700 + 10,900 +
15,200 + 20,000 + 35,000 + 7,000

=¥ 2,47,800

- (%14,92,000 +2,47,800)
20,50,000

17,39,800
~20,50,000

Operatmg Ratio =

x100

x100 = 84-87%

(iv) Operating Profit Ratio = Operating Profit
Net Revenue from Operations
Operating Profit = Net Revenue from Operations — Operating cos

=120,50,000 - (14,92,000 + 2, 47,800)
=% 3,10,200

x100
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| < 3,10,000
i P ﬁt Rat]_ = d = . 9
Operating Pro (o) m x100 =15-13%,

Short Term Solvency Ratigg -
" Current Ratio — Curyent Assets _ < 8,65,200 ~356:1
Current Liabilities < 2,43,000
Wherel
Current Assets = Bank + Debtors + Closing Stock + Prepaid Expenses
=% 4,40,000 + 3,14,000 + 1,10,000 + 1,200
- =X 8,65,200
Current Liabilities = Creditors + Outstanding Wages +O/s Salary

+ Interest O /S
=% 1,80,000 + 15,000 + 8,000 + 40,000

=< 2,43,000
.. . . Liquid Assets
. Hquid Ratio Current Liabilities
Liquid Assets =Bank + Debtors

=< 4,40,000 + 3,14,000
=< 7,54,000

X754000
% 2,43,000

Liquid Ratio =

Comments
(1) The Gross Profit Ratio is 27-22% against the industry standard of 25%,
Thus, cost of goods sold of our firm is less than that of industry.
(2) The Net Profit is 13-18% against the industry standard of 11% which is
quite good. | N .
() The Current Ratiois 3-56 : 1 and Liquid Ratio is 3-1: 1 against the standard

of 2:1and 1:1 respectively. Thus, short term solvency position is more
than satisfactory. |
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(Comprehensive):
r. Amit Sharma

da commercial C
0and decided to inves

Project No. 2.

On 1st January, 2019, M
centre in Delhi. He purchase
carpet area at a cost of < 3,50,00

in the proposed business. . .
He approached Punjab National Bank for Joan which agreed to provide 80,

loan of the cost of computers. He bought 25 computers of HCL costing < 30,000 each,
He paid ¥ 1,50,000 and P.N. Bank financed the remaining 80% amount of X 6,00,000
@10% p.a. The loan was payable in 4 annual instalment along with interest due.

The transactions during the year were:

decided to open a computer trainin
omplex measuring 300 square feey
£Z 3,00,000 as a further capity]
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Purchased Furniture )
Fees received from Students'
Bought computer stationery 40,000
Sale of Computer Stationer 5,90,000,
Wages paid y 1,70,000
Salaries paid 1,60,000
Electricity charges 90,000
Advertisement 1,25,000
Postage and Call 47,500
General Expenses 22,000
Insurance Premium 9,500
Bought Printer Machine i
30,000

He withdrew ¥ 7,000
e L .m. as drawi .
pank loan alon ; P wing and re .
R place thr g with interest due on 31st Decembergi)lfg tf: annual instalment of
p oughPN. Bank. You are required to: - Assume all transactions

(1) Journalise these tr i
ans ideri
D ‘Dot : a.CtIOI'IS after considering the following information :
. preciate building by 5% and comput d ' e
(ii) Salary unpaid ¥ 9,000 puferand fumiture@10% pa.
( 1.11) Advertisement includes unissued material worth ¥ 4,000
(iv) Insurance prepaid ¥ 1,500. o
(v) Stock of computer stationery ¥ 19,500.
(2) Post them into ledger and prepare Trial Balance.
(3) Prepare financial statements for the year ended 31st. December, 2019

4) Mr. Amit Sharma wishes to expand his business further so he approached
his banker. for l.oan. What ratios should his banker consider before providing
loan considering that similar firms earn 60% as Gross Profit and 17% as

Net Profit. ‘
Solution. The Project Work involves the followings (Planning) :
(1) to prepare accounting records of Mr. Amit Sharma for the accounting year

2019.
(b) to prepare Trial Balance and
(0) to find profitability ratios and solvency ratios.
(d) to find out whether he will get bank loan or not.
Necessary data is given t0 complete the Project Work.

Execution of Project Work

(i) Preparation of Journal,
ancia

his financial statements. .

Ledger and Trial Balance.

| statements for the year ending 31st. December,

(ii) Preparation of fin
2019. o

(iiiy Computation of gross profit ratio, net profit ratio
assess profitability. |

rm and long term solvency ratio

(iv) Computation of short te
loan be givenby pank or not.

and operating ratio to

s to know whether
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Y] Books of Mr. Amit Sharma
Journal
—
LLE. | ieeDria (%) Ct.
Date Particulars L(i)
A Dr. 3,50,000
Jan. 1 | Building A/c D 300,000
Bank A/c " PRVRN PR
To Capital A/c .
(For capital invested in business)
6,00,000
Jan. 1 | Bank A/c e 6,00,000
To 10% Bank Loan T
(For loan taken for PN. Bank)
Jan. 1 | Computers A/c Dr.. 7,50,000
To Bank A/c 7:50,000
(For 25 computers purchased @ 30,000 each and bank
provided 80% loan)
‘Jan. 1 | Furniture A/c Dr. 40,000
To Bank A/c 40,000
(For furniture purchased)
Bank A/c Dr. 5,90,000
To Fees and Sales A/c 5,90,000
(For fee received from computer classes during year)
Purchases ‘A/c Dr. 1,70,000 :
To Bank A/c 1,70,000
(For stationery purchased for computer) »
Bank A/c Dr. 1,60,000
To Sales A/c 1,60,000
(For computer stationery sold)
Wages A/c Dr. 90,000
Salaries A/c Dr. 1,25,000
Electricity Charges A/c Dr. 47,500
Advertisement A/c Dr. 22,000
Postage & Call A/c Dr. 9,500
General Expenses A/c Dr. 6,000
Insurance A/c Dr. 4,600
To Bank A/c 3.04.600
(For expenses paid) o
Printer Machine A/c Dr. 30,000
To Bank '
' ,000
(For printer purchased) 30,0
Drawings A/c Dr. ‘ 84,000
To Bank A/c ’ $4.000
(For drawing made during year) 4
Interest on Bank Loan A/c Dr. 60.000
To Bank Loan A/c X &0l
(For interest due on bank loan ¥ 6,00,000 @ 10% pa.) ’




Scanned with CamScanner

Bank Loan A/e Dr. 2,10,000
To-Bank /¢ 2,10,000
(For first instalment on loan paid along with interest
@ 10% on loan ie. ¥ 1,50,000 + 60,000)
Dec. 31 | Depreciation A/c Dr. 96,500
To Building A/c 17 500
To Computers A/c 75,000
To Furniture A/c 4000
(For depreciation provided)
Dec. 31 | Salaries A/c Dr. 9,000
To Salaries Outstanding A/c 9,000
(For salary due but not paid)
Dec. 31 | Stock of Advertisement A/c Dr. 4,000
To Advertisement A/c 4,000
(For stock of advertisement material)
Prepaid Insurance A/c Dr. 1,500
To Insurance A/c 1,500
(For insurance prepaid)
Dec. 31| Stock of Goods A/c Dr. 19,500
To Purchases A/c 19,500
(For Stock of stationary purchased for computers left)
(2) Ledger Accounts
Dr. Building A/c Cr.
Date | Particulars J.E, (%) | Date | Particulars J.E. %)
2019 2019
Jan. 1| To Capital A/c 3,50,000 |Dec. 31| By Depreciation Alc 17,500
Dec. 31| By Balance c/d 3,32,500
3,50,000 3,50,000
2020
Jan. 1 | To Balance b/d 3,32,500
; iF R
" Date | Particulars J.E ®) Date | Particulars J
2019
2019 7,50,000
Jan. 1 | To Capital A/c 3,00,000| Jan. 1 | By Computers A/c 40,000
I bk 600,000 Jan. 1 | By Fumiture A/c ’
To Bank Loan A/c¢ A . 1,70,000
590,000| Jan.1 | By Purchases A/c
To Fees & Sales A/c e 90,000
1,60,000 By Wages A/c
To Sales A/c By Salaties AJc 1,25,000
By Electricity Charges A/¢c 47,500
By Advertisement Alc 22,000
By Postage & Call A/c 9,500
By General Expenses Alc i’ggg
By Insurance Alc !
By Printer Machine 30,000




By Drawing A/¢ 84,000
By Bank Loan Alc 2,10,000
6
Dec. 31| By Balance c/d _%’320
/65,000
16,50,000 ———
2020
Jan. 1 | To Balance b/d 11,400
. Cr.
Dr. Capital Alc g
' J.E ®)
Date | Particulars J.E. () | Date | Particulars N
2019 2019
11d1 31501000
Dec. 31| To Balance c/d 6,50,000| Jan. 1| By Building Alc
By Bank A/c 3,00,000
6,50,000 | 6,50,000
2020
Jan. 1| By Balance b/d 6,00,000
Dr. Bank Loan A/c Cr.
Date | Particulars J.E (%) | Date | Particulars I.E. (%)
2019 2019
Dec. 31 To Bank A/c 2,10,000| Jan. 1| By Bank Alc 6,00,000
To Balance c¢/d 4,50,000( Dec. 31| By Interest A/c 60,000
6,60,000 6,60,000
2020 p
Jan, 1| By Balance b/d 4,50,000
Y.
Dr. Computers A/c Cr.
Date | Particulars J.E. (X) | Date | Particulars J.E. )
2019 2019 :
Jan. 1| To Bank A/c 7,50,000( Dec. 31 By Depreciation A/c 75,000
Dec. 311 By Balance c¢/d 6,75,000
7,50,000 ‘ ——'———7’50’000
2‘020 —————]
Jan. 1| To Balance b/d 6,75,000|
Dr. Furniture A/c Cr
Date | Particulars J.E. () | Date | Particulays IF o
2019 2019
Jan. 1| To Bank A/c 40,000| Dec. 31| By Depreciation Alc 4,000
Dec. 31 By Balance c/d 36,000
40,000 [P
2020 2000
Jan. 1| To Balance b/d 36,000
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Cr.

Df- Fees and Sales A/c
ate | Particulars
D J.E. (X) | Date | Particulars J.E %)
2019 2019
Dec. 31 To Trading A/c
7,50,000 By Bank A/c 5,90,000
By Bank A/c 1,60,000
7,50,000 50000
Dr. Purchases A/c cr.
Date | Particulars
! J.E. (X) | Date | Particulars J.E )
2019 2019
To Bank A/c
1,70,000| Dec. 31| By Stock of Goods A/c 19,500
By Trading A/c 1,50,500
Dr. Wages A/c Cr.
—Bate Particulars J.E. - (X) | Date | Particulars J.E )
2019 2019
To Bank A/c 90,000 Dec. 31 By Trading A/c 90,000
Dr. Salaries A/c Cr.
Date | Particulars I.E. (T) | Date | Particulars J.E. )
2019 2019
To Bank A/c 1,25,000| Dec. 31| By Profit & Loss A/c 1,34,000
To Salaries
Outstanding A/c 9,000
1,34,000 1,34,000
Dr. Electricity Charges Alc Cr.
Date | Particulars J.E (%) | Date | Particulars J.E )
2019 2013
To Bank A /c 47,500 Dec. 31| By Profit & Loss A/c 47,500
Dr. Advertisement Alc Cr.
‘ Date_| Particulars J.E (3) | Date | Particulars L ®)
2019 2089,
To Bank A/c 22,000|Dec. 31 By Stock of
Advertisement A/c 4,000
Dec. 31| By Profit & Loss A/c 18,000
| R —Zw
1 i 55
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0.04 : L — Al E B
Dr. Postage & Call Alc o
jculars .E,
Date | Particulars J.E (7). | Date | Partic 4 ®)
2019 2019
i s A/c
To Bank A/c 9,500( Dec. 31| By Profit & Los / 9,50,
Dr. General Expenses Alc o
Date | Particulars RE. (%) | Date Particulars J.E R®)
2019 2019
: 31| By Profit & Loss A/c 6
To Bank A/c 6,000/ Dec. 31 By %
Dr. Insurance Alc Cr
Date | Particulars I.E () | Date | Particulars : J.E ®)
2019 " 2019 | _
To Bank A/c 4,600|Dec. 31 By Prepaid Insurance A/c 1,500
i Dec. 31| By Profit & Loss A/c 3,100
4,600 - 4600
Dr. Printer Machine A/c Cr.
Date | Particulars J.E. (2) | Date | Particulars J.E. ()
2019 2019
: To Bank A/c . 30,000|Dec. 31| By Balance c/d | 30,000
2020 i —————
]gn. 1 | To Balance b/d 30,000
Dr. Drawings A/c Cr.
Date | Particulars J.E () | Date | Particulars J.E )
2019 : 2019 '
To Bank A/c 1,44,000|Dec. 31 By Balance c/d 1,44,000
2020 ‘
Jan. 1| To Balance b/d 1,44,000
Dr. Interest on Bank Loan A/c cr.
Date | Particulars J.E| . (R) | Date | Particulars J.E. (T)
2019 2019
Dec. 31| To Bank Loan A/c 60,000| Dec. 31| By Profit & Loss A/c | 60,000
Dr. Depreciation A/c cr.
—
Date | Particulars -« |J.E (2) | Date | Particulars J.E )
.E.
2019 , 2019
Dec. 31| To Building A/c 17,500| Dec. 31f By Profit & Loss A/c 96,500
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To Computers A/c

Wages A/c
Salaries A/c

Scanned with CamScanner

75,000
To Furniture A/c 4,000
i 20300 [ 96,500
Dr. Salaries Outstanding A/c r
-Eate Rerouars J.E. (R) | Date |Particulars J.E. (%)
2019 R 2019
o Balance c/d _ﬂO_O Dec. 31| By Salaries A/c 9,000
2020 T
it Jan. 1 | By Balance b/d 9,000
Dr. Stock of Advertisement A/c Cr.
__D”te Particulars L.F. (X) | Date |Particulars J.E (%)
2019 2019
Dec. 31| To Adver. A/c 4,000|Dec. 31| By Balance c/d 4,000
2020 —
Jan. 1| To Balance b/d 4,000
Dr. Insurance Prepaid A/c Cr.
Date | Particulars J.E. (%) | Date |Particulars IE )
2019 2019
Dec. 31| To Insurance A/c 1,500| Dec. 31| By Balance c/d | 1,500
2020
Jan. 1| To Balance b/d 1,500
Dr Stock of Goods Alc Cr.
Date | Particulars J.E. (X) | Date |Particulars R
2019 £ 19,500
; By Profit & Loss A/c /
Dec. 31| To Purchases A/c | 19,500 Dec. 31\ By *r
Trial Balance
15 on 31st December, 2019
Dr. Bal. Cr. Bal.
Name of Ledger Accounts ) @)
3,32,500
Building A/c 61,400 < 5000
Ik Ce 4’50’000
Capital A/c Il
0
Bank Loan A/c 6,;2,280
Computers A/c . ’ 2 col00
Furniture A/c R
Fees & Sales A/c '90’000
Purchases A/c¢ ko



Electricity Charges A /c

47,500
Advertisement A/c 18,000
Postage & Call A/c 9,500
General Expenses A /c 6,000
Insurance A /c 3,100
Printer Machine Alc - 30,000
Draw'mgs A/c 84,000
Interest on Bank Loan A /c 60,000
Depreciation A /c 196,500
Salaries Outstanding A/c 9,000
Stock of Advertisement A/c 4,000
Prepaid Insurance A/c 1,500
Stock of Goods (31-12-2019) 19,500
18,59,000 | 18,59,000
3) Financial Statements of Amit Sharma
Trading and Profit & Loss A/c
Dr. for the year ending December 31, 2019 Cr.
Particulars (%) Particulars )
To Purchases A/c 1,50,500 || By Fees and Sales A/c 7,50,000
To Wages A/c 90,000
To Gross Profit c¢/d 5,09,500
‘ 7,50,000 7,50,000
To Salaries A/c 1,34,000 || By Gross Profit b/d | 5,009,500
To Electricity Charges 47,500
To Advertisement A/c 18,000
To Postage & Call A/c 9,500
To General Expenses A/c 6,000
To Insurance A/c 3,100
To Interest on Bank Loan 60,000
. To Depreciation A/c
Building 17,500
Computers 75,000
Furniture 4,000] 96,500
" To Net Profit 1,34,900
5,09,500 509,500
Balance Sheet
for the year ended on 31st December, 2019
Liabilities }) Assets (2)
Salary Outstanding 9,000 | Bank 61,400
Bank Loan 4,50,000 || Prepaid Insurance 1,500
Capital 6,50,000 Stock of Goods 19,500
Add : Net Profit 1,34,900 Stock of Advertisement 4,000
7,84,900 Building A/c (less Depreciation) | 3,32,500
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Less : Drawings (84,000) | 7,00,900 || Computers (less Dep.) 6,75,000
Furniture (less Dep.) 36,000
Printer Machine 30,000
11,59,900 ; 11,59,900
—_— =

(4) Banker should consider the following ratios before providing loan :
Profitability Ratios :

(a) Gross Profit Ratio = Gross Profit
Net Revenue from Operations

x100

5,09,500

750,000 < 00 =6793%

Net Profit

()  NetProfitRatio = -
OftRatio = Net Revenue from Operations <100

1,34,900

= ’ 1 = . 00
750,000 %100 =17-98%

(c) Operating Ratio

| _ (Cost of Revenue from Operations + Operating Expenses) 100
B Net Revenue from Operations g

where,
(i) Cost of Revenue from Operations = Revenue from Operations - G.P.
=¥ 7,50,000 - 5,09,500 = X 2,40,500

(i) Operating Expenses =Salaries + Electricity + Advertisement + Postage
+ General Expenses + Insurance + Depreciation

= ¥ 3,14,600
(2,40,500 + 3,14,600) 100

Operating Ratio - 7’50’000

_ 555100 100 =74.01%
= 750,000

Comments . o o
(1) The Gross Profit Ratio of Mr. Mukesh Nagpal is 67-93 % against industry

standard of 60% which is quite good. 0
(2) The Net Profit ratio of firm is 17-98% against industry standard of 17%. It

is also good.
Solvency Ratios
(a) Short-term Solvency Test
Current Assets  _ 86,400 _ 054:1
Current Ratio = Cyrrent Liabilities 159,000
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where,

(i) Current Assets = Bank + Prepai

=¥ 61,400 + 1,500 + 19,500 + 4,000

= ¥ 86,400
(i) Current Liabilities = Salary outstanding + In

d Insurance + Stock of Statione ry

+ Stock of Advertisement Mat
€rig)

stalment of Bank Loan

(tobe paid next Year)

=% 9,000 + 1,50,000
=¥ 1,59,000

Debt-Equity Ratio =

Commeﬁts

Long Term Loan

Capital
Bank Loan (after 1 year repayment)

Capital

3,00,000 _ 046 :1
6,50,900

(1) Short term solvency position of firm is very poor as current ratio is hardly

0-54 : 1 against standard ratio of 2 : 1.

(2) Debt-equity Ratio indicates that long term borrowing is only 046 : 1
against standard ratio 2 : 1 so loan be granted by bank but firm should

improve its current ratio as it is very poor.
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Q. 83. Simmi and Sonu are partners in a firm, sharing profits and losses in the ratio
of 3 : 1. The profit and loss account of the firm for the year ending March 31, 2016
shows a net profit of ¥1,50,000. Prepare the Profit and Loss Appropriation Account by
taking into consideration the following information :

(i) Partners capital on April 1, 2015 :
Simmi ¥30,000; Sonu 360,000.

(#{) Current accounts balances on April 1, 2015 :
Simmi ¥30,000 (Cr.); Sonu 315,000 (Cr.).

(iii) Partners drawings during the year amounted to :
Simmi ¥20,000; Sonu ¥15,000. :
(i) Interest on capital was allowed @ 5% p.a.
(v) Interest on drawing was 10 be charged @ 6% p.a. at an average of six months.

(vi) Partner’s salaries : Simmi 12,000 and Sonu 9,000. Also show the partner’s

current accounts.
[Ans. Divisible profit Z1,25,550; Current Account balance : Simmi ¥1,17,063 and

Sonu ¥42,937.]
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0. 90. 4 and B are T -
b in thei pariers in a firm sharing profits and losses in the ratio of 3 : 2.
The balance n their capital and current accoynts as on 1-4-2017 were as under :

4 B
Capital Account : 4(()? 00 20 E)—?O
Current Account (Cr.) 165000 | 2’ 000

The partne.rsl?ip deed provided that 4 is to be paid salary @ %500 p.m. whereas B
is to get commission of 4,000 for the year.

Interest on capital is to be allowed @ 6% p.a. The drawings of 4 and B for the year
were ¥5,000 and ?2,0.00, respectively. Interest on drawings for 4 and B works out at
7225 and 75 respectively. The net profit of the firm for the year ended 31st March,
2018 before making these adjustments was 35,700,

Prepare the Profit and Loss Appropriation Account and the Partners Capital and
Current Accounts.

[ ns. Divisible Profits ¥22,400; Balances of Capital Accounts :— A4 40,000,
B %20,000. Balances of Current Accounts :— 4 ¥32,615; B £24,085.]

Q. 91. Calculate the interest on Drawings of Tarun @ 8% p.a. for the year ended
31st March, 2018 in each of the following alternative cases :

Case (@) if his drawings during the year were 360,000

Case (b) if he withdrew ¥5,000 p.m. in the beginning of every month;

Case (c) if he withdrew 5,000 p.m. at the end of every month;

Case (d) if he withdrew 5,000 p.m. during the year;

Case (e) if he withdrew the following amounts as under :

2015 June, 1 : ¥10,000; August 31 : ¥12,000; November 1 : ¥16,000; December
31: ¥13,000; February 1, 2016 : ¥9,000.
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Q. 107. Prem, Param e ST
prem £2,00,000; Param ?g’nod()}:)réya were partn_ers in a firm. Their fixed capitals were
. th at’io (;fth,‘ e 0 and Priya ¥5,00,000. They were sharing profits
o .t le.rz dit enﬁ? aplt"!s- It Wwas decided that the new profit sharing ratio will be
2 :1:2 and 1ts ettect will be introduced retrospectively for the last four years. The
profits of the last four years were 22,00,000; 3,50,000; g4,75,000 and 25,25,000
respectively. » NI,0U,00U5 X4, /0, 20

Showing your calculations clearly, pass a necessary adjustment entry to give
effect to the new agreement between Prem, Param and Priya.
(C.B.S.E. 2015, All India)

[Ans. Pa.ranzx’s Current A/c Dr. 1,55,000
Priya’s Current A/c Dr. - 1,55,000
To Prem’s Current A/c 3,10,000]

Q. 108. (HOTS) Alex, John and Sam are partners in a firm. Their capital accounts
on'1st April, 2018, stood at ¥1,00,000, 80,000 and ¥60,000 respectively.

Each partner withdrew ¥5,000 during the financial year 2013-19.
As per the provisions of their partnership deed :

(a) John was entitled to a salary of 1,000 per month.

(b) Interest on capital was to be allowed @10% per annum.

(¢) Interest on drawings was to be charged @4% per annum.

(d) Profits and losses were to be shared in the ratio of their capitals.

fit of 75,000 for the year ended 31st March 2019, was divided equally
g for the terms of the deed.

Journal Entry to rectify the error.

The net pro
amongst the partners without providin

You are required to pass a Single Adjusting
(Show the working clearly)

4 = wT TOUTRA m\TTQ
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Q. 45. Calculate the value of goodwill as on 1st April, 2015, on the basis of 2-2-

year’s purchase of the average profits of the last five years. The profits and losses for
the years ending 31st March were: 2010 %80,000; 2011 ¥1,00,000; 2012 Loss
¥30,000; 2013 ¥1,70,000; 2014 ¥ 1,60,000 and 2015 ¥1,80,000. You are informed that
the profits of the year ending 31st March 2014 included profit on sale of a fixed asset
amounting to ¥50,000 and the profits for the year 2015 were effected by a loss due to
fire amounting to ¥20,000.

[Ans. %2,75,000.]
Hint. Profit for the year 2010 will be ignored.

Q. 46. Calculate the value of goodwill at 2 year’s purchase of the average profits
of the last 3 years. The profit for the first year was 50,000, for second year twice the
profit of first year and for the third year one and half times the profit of the second
year. _

[Ans. ¥2,00,000]

Q. 47. A firm earns a profit of 37,000 per year. In the same business a 10% return
is generally expected. The total assets of the firm are ¥4,00,000. The value of other
liabilities is ¥90,000. Find out the value of goodwill. |

[Ans. Goodwill ¥60,000.]
Q. 48. An existing firm had assets of ¥4,00,000 including cash of ¥15,000. Th

partner’s capital accounts showed a balance of ¥3,00,000 and reserves constituted the
rest. If the normal rate of return is 12% and the goodwill of the firm is valued at

350,000 at 2% year’s purchase of super profits, find the average profits of the firm.

[Ans. 68,000]
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Q. 61. X, Y and Z are partners sharing profits and losses in the ratio of § 13y
Their position as at 3 1st March 2019 was as follows : '

T ———

Liabilities 2 LR R

Sundry Creditors h 44“:000_ Cash in Hand | 8066

Outstanding Expenses 10,000 | Cash at Bank _ 22,000
Capitals : Debtors 56,000

X 2,80,000 Less : Provision _ 6,000 | 50,00

Y 2,80,000 Stock | 2,80,000

Z 1,00,000 | 6,60,000 | Machinery | 1,54,000

Building f 2,00,000

7,14,000 i 7,14,000

It was decided that with effect from 1st April 2019, profit and loss sharing ratio
will be 3 : 3 : 1. They agreed on the following terms :

(9) Goodwill of the firm be valued at two year’s purchase of the average super
profits of last three years. Average profits of the last three years are <1,08,000, while
the normal profits may be taken at ¥66,000.

(if) Provision on debtors be reduced by 22,000.
(#if) Value of stock be increased by 10% and machinery be valued at ¥1,00,000.
(iv) An item of ¥3,000 included in sundry creditors is not likely to be claimed.

Partners do not want to record the altered vélues of assets and liabilities in the |
books. Pass an entry to give effect to the above and prepare the revised balance sheet.

~ [Ans. Loss on Revaluation ¥21,000; Value of Goodwill 384,000. Debit Y by
¥8,100 and Credit X and Z by ¥4,500 and ¥3,600 respectively. Total of Balance Sheet

%7,14,000.]

Scanned with CamScanner



(. 93. Anita and Tina are partners sharing profits as 9 : 5. They agree to admit
Chetan their manager into partnership, who

is to get 1/8 share in the profits. He
acquires this share as 1/12 from Anita and 1/24 from Tina. Calculate new profit sharing
ratio.

[Ans. New Profit Sharing Ratio 94 : 53 ; 21

Q. 94. Anil and Sunil are partners sharin
Vijay into partnership with 1/3 share in
Calculate the new profit sharing ratio.

[Ans. 7:3:5]

g profits in the ratio of 4 : 1. They admit
profits which he acquires wholly from Anil.

Q. 95. J & K are partners in a firm sharing profits in the ratio of 2 : 3. L joins the
firm. J surrenders 1gth of his share and X, %rd of his share in favour of L. Find the new
profit sharing ratio.

[Ans. New Ratio 8 : 10 : 7.]

Q. 96. R and S are partners sharing profits in the ratio of 5 : 3. T was admitted. R
surrenders 1/4 of his share and S 2/5 of his share in favour of

_ T. Calculate the
sacrificing ratio and the new ratios.

[Ans. Sacrificing Ratio 25 : 24; New Ratios 75 : 36 - 49.]

Q. 97. 4 and B are partners sharing profits and losses in theﬂratio of 5:3.

: They
admit C into partnership giving him 1/4 share in profits which he acquires from 4 angd
Bin the ratio of 3 : 1. Calculate the new profit sharing ratio.

[Ans. New Ratio 7 : 5 : 4.]
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A /104, Arun and Var}ln are partners sharip 3 - _
Q. ed paying a premium of ¥84,000 g profits in the ratio of 3 : 2. Bhushan

. dmitt r 1/4th share of profits which he acquires
11s/6ﬂ1 from anc? 1/2162t_h lfgom Varun, Calculate new ratios and pass entries.
[AnS. New Ratio 26 : 19 1 15, Premiym for goodwill will be distributed in the

crificing ratioof 2 : 1.]

Q.105. L and M were partners in a firm sharing profits in 4 : 3 ratio. They admitted
 as @ neW partoer. The new profit sharing ratio of Z, Mand O will be 3 : 3 : 4. O
prought 72,00,000 for his capital. The goodwill of the firm on O’s admission was
alued at 370,000. O brought his share of goodwill in cash. Calculate sacrificing ratio
,f L and M and pass necessary journal entries for the above transactions on O's
admission.

[Ans. Premium for goodwill brought in by O 228,000 will be distributed between
[ and Min their sacrificing ratio of 19 : 9.]

Q. 106. 4 and B are partners sharing profits and losses in the proportion of 3 : 2.
They agree to admit C igto rpal.'tnership who is to get 1/5th share in the business. C
brings in £1,00,000 for his capital and ¥40,000 for 1/5th share of goodwill which he
acquires 3/20 from A and 1/20 from B. The profit for the first year of the new
partnership amounted to ¥2,00,000.

Make the necessary Journal entries in connection with C’s admission and
apportion the profit between the partners.

[Ans. Profits distributed 4 ¥90,000; B ¥70,000; C 340,000.]

in the ratio of P, 5/8 and O, 3/8. R is admitted as a

pam%r 1\%0};?1111123 hslh;rgol,)éggtzls his capital and ?20,0})0 for goodwill. The new
profit-sharing ratio i$ agreed at 7 : 5 : 4. Draft Journal entries. . |

[Ans. Premium for goodwill will be distributed in the sacrificing ratio of 3 : 1:]

Q. 108. 4 and B are partners sharing profits in the ratio of 3 : 2. They admit C into

' i 1/4th share of profit. The new ratio
artnership, C pays a premium of 260,000 for ;
fS3 4 2p Go;)dv):/ill eﬂ:count appears in the books at ¥2,00,000. Give the necessary

lourna] entries.

[Ans. Goodwill of Z2,00,000 written off b

Premium for goodwill brought in by C will be ¢
0f9 . 1]

i io of 3 : 2
Q.109. 4 and B are partners sharing ofis 2 lr}[‘:lgi’ it C into
"pectively. Goodwill appears in their books at ¥3,00,057-

fits while
partnemhip C paying a premium of ¥1,00,000 for one-fourth bsh?reeof the profits
: > efore.
et y betwez:n tghemselves . e . lossei arsl the books of the firm.
Give Journal entries to record the above arrangement 1

in3: -um for goodwill
[Ans. Goodwill of £3,00,000 written offby Aand B 3 :2. Premium 1or g
ught in by ¢ credited to 4 and B in 3 * 2.

;4 and B in their old ratio, i.e., 3: 2
redited to A and B in sacrificing ratio
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