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Marks: Practical Question – 15 

Objectives – 03 (with option) 

 

Accounts to be prepared in order of closing: 

 

 

 

 

 

 

 

 

 

 

 

Format (with frequently asked items): 

 

Dr. Trading Account for the year ended on 31
st

 March, ____ Cr. 

 

Particulars ` `  ` ` 

To Opening Stock  xxx By Sales xxx  

To Purchases  xxx  Less: Sales Return xxx xxx 

Less: Purchase Return xxx xxx By Closing Stock  xxx 

To Wages  xxx By Goods taken by 

partner 

 xxx 

To Carriage Inward  xxx By Goods distributed  xxx 

To Royalty  xxx By Goods lost  xxx 

To Coal, Gas & Water  xxx    

To Factory Expenses  xxx    

To Gross Profit c/d  xxx    

(Bal. Fig.)      

  xxx   xxx 

Trading Account 

Profit & Loss Account 

Partners’ Capital or Current Account 

Balance Sheet 

CHAPTER 1 

INTRODUCTION TO PARTNERSHIP AND 

PARTNERSHIP FINAL ACCOUNTS 



J. K. SHAH CLASSES  S.Y.J.C.- BOOK KEEPING & ACCOUNTANCY 

: 2 : 
 

Dr. Profit & Loss Account for the year ended on 31
st

 March, ____ Cr. 

 

Particulars ` ` Particulars ` ` 

To Salaries  xxx By Gross Profit b/d  xxx 

To Rent, Rates & Taxes  xxx By Interest Received  xxx 

To Printing & Stationery  xxx By Discount Received  xxx 

To Insurance   xxx By Commission Received  xxx 

To General Expenses  xxx By Dividend   xxx 

To Bad Debts xxx  By Interest on Investment 

or loan given 

 xxx 

Add: Further Bad Debts xxx     

Add: New R.D.D. xxx     

 xxx     

Less: Old R.D.D. -xxx xxx    

To Electricity Expenses  xxx    

To Telephone Expenses  xxx    

To Carriage Outward  xxx    

To Audit Fees  xxx    

To Depreciation  xxx    

To Loss by fire / theft  xxx    

To Interest on Capital  xxx    

To Net Profit  xxx By Net Loss  xxx 

(Distributed to partners)   (Distributed to partners)   

  xxx   xxx 

Any expenses related with office, selling & distribution should be debited to Profit &         

Loss A/c. 

 

Dr. Partners Capital on Current Account Cr. 

Particulars A B  A B 

To Drawings xxx xxx By Balance b/d xxx xxx 

To Interest on Drawings  xxx xxx By Interest on Capital xxx xxx 

To Net Loss xxx xxx By Salary / Commission xxx xxx 

To Balance c/d  xxx xxx By Net Profit xxx xxx 

 xxx xxx  xxx xxx 
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Balance Sheet As on 31
st

 March, ____ 

 

Particulars ` `  ` ` 

Partners’ Capital A/cs.   Fixed Assets xxx  

A xxx  Less: Depreciation xxx xxx 

B xxx xxx Investment  xxx 

Partners’ Current A/cs   Closing Stock  xxx 

A xxx  Sundry Debtors  xxx 

B xxx xxx Bills Receivables  xxx 

Sundry Creditors  xxx Accrued Incomes  xxx 

Bank Loan  xxx Cash at Bank   xxx 

Bank Overdraft   xxx Cash in Hand  xxx 

Outstanding Expenses  xxx    

  xxx   xxx 

 

Debit balance in Partners’ Current A/cs. Will appear in Assets side. 

 

Frequently asked adjustments with effects: 

S. 

No. 

Adjustments 
Effects 

  Trading A/c P & L A/c Balance Sheet 

1 Closing Stock Credit Side  Assets Side 

2 Outstanding Expenses of 

Trading A/c 

Add in Expenses  Liabilities Side 

3 Outstanding Expenses of 

Profit & Loss A/c 

 Add in 

Expenses 

Liabilities Side 

4 Prepaid Expenses of 

Trading A/c 

Loss from Exp.  Assets Side 

5 Prepaid Expenses of Profit 

& Loss A/c 

 Less from Exp. Assets Side 

6 Bad Debts & R.D.D.  Debit Side Less from 

Debtors 

7 Depreciation  Debit Side Less from Asset 

8 Unrecorded Purchases Add: in Purchases  Add: in Creditors 

9 Unrecorded Sales Add: in Sales  Add: in Debtors 
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Frequently asked adjustments related with Partners with effects: 
 

Sr. 

No. 

Adjustments Effects 

Trading P & L A/c Capital or Current A/c 

1 Goods taken for private use Trading A/c Credit Side Debit Side 

2 Interest on Capital P & L A/c Debit Side Credit Side 

3 Interest on Drawings  P & L A/c – Credit Side Debit Side 

4 Salary / Commission to Partner P & L A/c – Debit Side Credit Side 

 

Frequently asked hidden adjustments with effects: 
 

Sr. 

No. 

Adjustments Effects 

Trading P & L A/c Balance Sheet 

1 Interest on Investment P & L A/c Credit Side Asset 

2 10% Bank Loan P & L A/c Debit Side Add in Bank Loan 

3 15% Investments  P & L A/c – Credit Side Add in Investments 

4 Advertisement for 3 years Less from 

Advertisement 

Asset Side 

 

Bhool Na Jana: 

1. Closing Stock always valued at Cost Price or Market Value whichever is LOWER. 

2. Interest on Drawings always charged at half of given rate. 

3. In absence of any information, Profit Sharing Ratio is EQUAL. 

4. Bad Debts and R.D.D. should be deducted from Debtors after all adjustments on 

Debtors such as Unrecorded Sales, Dishonors of Bills Receivable etc. 

 

Key to Solve this Question: 

1. Question should be completed within 30-35 minutes. 

2. You can draw the format, (at least ruling) before getting question paper, if time 

permits you. 
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Weightage: 13 Marks 

Practical question 12 Marks             Objectives 1 Mark 

 

Meaning of Non Profit concern: 

Not for Profit organisations refer to the organisations that are used for the welfare 

of the society and are set up as charitable institutions which function without any 

profit motive. Their main aim is to provide service to a specific group or the public at 

a large. 

 

Final Accounts for a Non Profit Concern: 

1. Receipts and payments account. 

2. Income and Expenditure Account. 

3. Balance Sheet. 

 

Receipts and Payments Account 

1.  It is a Real Account in Nature. 

2.  It is prepared at the end of an accounting period. 

3.  It is a summary of cash book. 

 

SPECIMEN: 

Dr                                                                                                                                       Cr 
Receipts R.no L.F Amount Payments V.no L.F. Amount 

To Balance b/d   xxx By Balance b/d (Bank O/D)   xxx 

To Revenue receipts   xxx By Revenue Expenses   xxx 

To Capital receipts   xxx By Capital Expenses   xxx 

To balance c/d 

(Overdraft) 

  xxx By Balance c/d   
xxx 

   xxx    xxx 

 

Examples of Revenue Receipts: 

 Subscriptions from Members. 

 Interest on Investments. 

 General donation. 

 Profit on sale of assets. 

 Sale of scrap or old newspapers. 

 Government grants (if received for general purpose) 

 

CHAPTER 2 ACCOUNTS OF NOT FOR PROFIT CONCERNS 
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Examples of Capital Receipts: 

 Entrance Fees. 

 Legacies. 

 Special Donations. 

 Life Membership fees. 

 Government Grants (if received for special or specific purpose) 

 

Examples of Revenue Expenses 

 Office and administrative expenses like salary, Rent, Printing and stationary etc. 

 Expenses incurred to achieve primary objectives of organisations like charity, 

Medical expenses etc. 

 Interest on loan 

 

Examples of Capital Expenses 

 Purchase of Fixed Assets. 

 Investments Made by the organisation. 

 

Income and Expenditure Account 

1.  It is a Nominal Account in Nature. 

2.  It is prepared on Accrual Basis. 

3. It is prepared at the end of an Accounting Period. 

 

SPECIMEN: 

Dr                            Cr   

EXPENSES ` ` INCOME ` ` 

To revenue expenses  xxx By Revenue Receipts  xxx 

      

To Surplus  xxx By Deficit  xxx 

  xxx   xxx 

 

Balance Sheet 

LIABILITIES ` ` ASSETS ` ` 

Capital Fund xxx  Fixed Assets  xxx 

Add: Surplus xxx  Currents Assets  xxx 

Less: Deficit (xxx) xxx Any other capital expenditure  xxx 

Any other Capital Receipts  xxx    

      

  xxx   xxx 
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Frequently asked Adjustments 

 

Adjustments First Effect Second Effect 

Outstanding Expenses 

Current year 

Add to the respective 

expenses on expenditure 

side in Income and 

expenditure Account. 

Balance sheet Liability. 

Current year 

Prepaid Expenses 

Current year 

Subtract from the 

respective expense on 

expenditure side in income 

and expenditure account. 

Balance Sheet Asset. 

Current year 

Outstanding income 

Current year 

Add to the respective 

income on income side in 

Income and Expenditure 

Account. 

Balance Sheet Asset. 

Current year 

Pre Received Income / 

Income received in 

Advance Current year 

Subtract from the 

respective income on the 

income side in income and 

expenditure Account. 

Balance Sheet Liability. 

Current year 

 

Bhool Na Jana: 

In case in the question details regarding the opening stock, Closing stock and 

purchases of stationery during the year are given, then stationery consumed has to 

be posted on the Expenditure side of Income and Expenditure Account. It is to be 

calculated as follows: 

 

Opening stock of stationery xxx 

Add: Purchases of stationery during the year xxx 

Less: Closing stock of stationery (xxx) 

Stationery Consumed xxx 

 

*Same treatment is to be given for Sports Material consumed, Medicines/Drugs Etc. 
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Marks: Practical Question – 10 

Objectives – 03 (with option) 

 

Accounts to be prepared in order of closing: 

 

 

 

 

 

 

 

 

Calculation of New Profit Sharing Ratio 
Example 1: 
 
A & B are partners sharing profits and losses in the ratio of 2:1. They decided to 
admit C for one-forth share in future profit. Calculate their new PSR.  
 
Solution 
 
Let Future Profit be ` 1 =  
   
 
Therefore; Remaining Profit = 1  -   =  
 
 
New PSR of Old Partner = Old PSR = Remaining Profit 
 
A’s Share  =  
   
  
B’s Share    
 
 
C’s Share =  

Revaluation Account 

Partners’ Capital Account 

Balance Sheet (After Admission of Partner) 

Therefore, New PSR 

= 6 : 3 : 3 

i.e.  2 : 1 : 1 

CHAPTER 3 ADMISSION OF PARTNER 
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Accounting Entries 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Distribution of accumulated balance 

General Reserve Profit & Loss A/c. (Cr.) 

 Dr. 
 

General Reserve A/c 

To Old Partners’ Capital/Current A/c. 

Dr. 

(Old PSR) 

 

Profit & Loss A/c. 

To Old Partners’ Capital/Current A/c. 

Dr. 

(Old PSR) 
Reverse Entry for Debit balance in P & L 
A/c. 

When New Partner bring Capital 

Revaluation of Assets & Liabilities 

 
Cash / Bank A/c 

To New Partner’s Capital A/c 

Dr. 

Revaluation of Assets 

Appreciation Depreciation 

 
Assets A/c 

To Revaluation A/c 

Dr. 
 

Revaluation A/c 

To Assets A/c 

Dr. 
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Treatment of Goodwill 

When new partner bring Cash When Goodwill raised 

Premium Method 
 

Valuation Method 
 

 

Cash/Bank A/c. 

To Goodwill A/c. 

Dr. 

Goodwill A/c. 

To Old Partners’ Capital/Current A/c. 

Dr. 

(Sacrifice Ratio) 

 

Goodwill A/c. Dr. 

To Old Partners’ Capital/Current A/c. 

(Old PSR) 



J. K. SHAH CLASSES  S.Y.J.C.- BOOKKEEPING & ACCOUNTANCY 

: 11 : 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Bolo Na Jana: 
1. Sacrifice Ratio = Old Ratio = New Ratio 
2. In case of revaluation method of goodwill, no need to calculate Sacrifice Ratio. 
3. In absence of any information, Profit Sharing Ratio of old partners is EQUAL. 
4. When capital of all partners after admission to be adjusted in new PSR then first 

write closing balance in capital and then difference should be adjusted as per 
instruction in question. 

 
Key to Solve this Question 
1. Question should be completed within 20-25 minutes. 
2. Prepare Cash Account & Goodwill Account as a working note.  

When new partner bring Cash & 
Withdrawn by old partners. 

When Goodwill raised & written off 

 

Cash/Bank A/c. 

To Goodwill A/c. 

Dr. 

Goodwill A/c. 

To Old Partners’ Capital/Current A/c. 

Dr. 

(Sacrifice Ratio) 

Old Partners’ Capital/Current A/c. 

To Cash/Bank A/c. 

 

Goodwill A/c. 

To Old Partners’ Capital/Current A/c. 

Dr. 

(Old PSR) 

All Partners’ Capital/Current A/c. 

To Goodwill A/c. 

Dr. 

(New PSR) 

Profit or Loss on Revaluation A/c. 

Profit Loss 

Revaluation A/c. 

To Old Partners’ Cap. A/c. 

Dr. Old Partners’ Cap. A/c. 

To Revaluation A/c. 

Dr. 
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Marks: Practical Question – 10 

Objectives – 03 (with option) 

 

Accounts to be prepared in order of closing: 

 

 

 

 

 

 

 

 

 

 

Accounting Entries 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Revaluation Account 

Partners’ Capital Account 

Balance Sheet (After Retirement of Partner) 

Distribution of accumulated balance 

General Reserve Profit & Loss A/c. (Cr.) 

 Dr. 
 

General Reserve A/c 

To All Partners’ Capital/Current  A/c. 

Dr. 

(Old PSR) 

 

Profit & Loss A/c. 

To All Partners’ Capital/Current 
A/c. 

Dr. 

(Old PSR) 
Reverse Entry for Debit balance in P & L A/c. 
 

CHAPTER 4 RETIREMENT OF PARTNER 
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\ 

 

 

 

 

 

 

 

 

 

 

 

Revaluation of Assets & Liabilities 

Revaluation of Assets 

Appreciation Depreciation 

 
Assets A/c 

To Revaluation A/c 

Dr. 
 

Revaluation A/c 

To Assets A/c 

Dr
.

Revaluation of Liabilities 

Increase Decrease 

 
Revaluation A/c  

To Liabilities A/c 

Dr. 
 

Liabilities A/c 

To Revaluation A/c 

Dr. 
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Treatment of Goodwill 

Firm’s Total Goodwill Retiring Partner’s Share 

When Goodwill raised 
 

When Goodwill raised 

Goodwill A/c. 

To All Partners’ Capital Current  A/c. 

Dr. Goodwill A/c. 

To Retiring Partners Capital  A/c. 

Dr. 

When Goodwill w/ff When Goodwill w/ff 

Continuing Partners’ Capital A/c. 

To Goodwill A/c. 

Dr. 

(New PSR) 

Continuing Partners’ Capital A/c. 

To Goodwill A/c. 

(Gain Ratio) 

Profit or Loss on Revaluation A/c. 

Profit Loss 

Revaluation A/c. 

To All Partners’ Cap. A/c. 

Dr. All Partners’ Cap. A/c. 

To Revaluation A/c. 

Dr. 

Settlement of Retiring Partner’s Capital 

Retiring Partner’s Capital A/c. 

To Cash/Bank A/c. (If paid) 
Dr. 

To Retiring Partner’s Loan A/c. (If not paid) 

Dr. 
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Bhool Na Jana: 
 
1. Gain Ratio = New Ratio  = Old Ratio 
 
2. In case of total firm’s goodwill, no need to calculate Gain Ratio. 
 
3. In absence of any information, to calculate New PSR, just remove share of 

Retiring Partner. 
 
4. When Continuing Partners decided to maintained their Reserves in books then 

only Retiring Partner’s share of Reserve should be credited to his/her account. 
 
 
Key to Solve this Question: 
 
1. Question should be completed within 20-25 minutes. 
 
2. Prepare Cash Account & Goodwill Account as a working note. 
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Marks: Practical Question – 10 

Objectives – 03 (with option) 

 

Accounts to be prepared in order of closing: 

 

 

 

 

 

 

 

 

Accounting Entries: (Same as Retirement of Partner) 
 
Bhool Na Jana: 
 
1. Gain Ratio = New Ratio  = Old Ratio 
 
2. In case of total firm’s goodwill, no need to calculate Gain Ratio. 
 
3. In absence of any information, to calculate New PSR, just remove share of 

Deceased Partner. 
 
4. When partner died in between the accounting year  
 

Adjustment  1st Effect  2nd  Effect  
Drawing Cap A/c – Dr.  C/Bk  - Cr. 
Int. on Drawing  Cap A/c – Dr.  P/L susp - Cr. 
Int. on Cap. Cap A/c –Cr. P/L susp  - Dr. 
Salary  Cap A/c – Cr. P/L susp  - Dr.  
Share of profit  Cap A/c – Cr. P/L s susp - Dr. 

 
Key to Solve this Question: 
1. Question should be completed within 20-25 minutes. 

Revaluation Account 

Partners’ Capital Account 

Balance Sheet (After Death of Partner) 

CHAPTER 5 DEATH OF PARTNER 
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Marks: Practical Question – 10 

Objectives – 03 (with option) 

 

Accounts to be prepared in order of closing: 

 

 

 

 

 

 

 

 

 

 

Accounting Entries: 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Realisation Account 

Partners’ Capital / Current Account 

Cash / Bank Account 

Distribution of accumulated balance 

General Reserve Profit & Loss A/c. (Cr.) 

 Dr. 
 

General Reserve A/c 

To All Partners’ Capital/Current A/c. 

Dr. 

(Old PSR) 

 

Profit & Loss A/c. 

To All Partners’ Capital/Current 
A/c. 

Dr. 

Reverse Entry for Debit balance in P & L A/c 

CHAPTER 6 DISSOLUTION OF PARTNERSHIP FIRM 

PARTNERSHIP FIRM 
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Transfer Stage 

Transfer of Assets & Liabilities 

Assets Liabilities 

Realisation A/c. 

To Assets A/c. 

Dr. Liabilities A/c. 

To Realisation A/c. 

Dr. 

Realisation Stage 

Realisation of Assets & Settlement of Liabilities 

Assets Liabilities 

Cash/Bank A/c. (If sold) 

To Realisation A/c. 

Dr. Realisation A/c. 

To Cash/Bank A/c. (If paid) 

Dr. 

Partner’s Capital A/c. (If takenover) 

To Partner’s Capital A/c. (If takenover) 

Settlement of Partner’s Loan 

Partner’s Loan A/c. 

To Cash/Bank A/c. 

Dr. 

Payment of Realisation Expenses 

Realisation A/c. 

To Cash/Bank A/c. 
Dr. 
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Bhool Na Jana: 
 
1. In case of insolvency of ONE partner, deficiency of insolvent partner shared by 

solvent Partner in their PSR. 
 
2. In case of insolvency of ALL partners, ‘Deficiency A/c.’ should be opened and 

ultimate deficiency should be borne by creditors. 
 
3. In case of insolvency of ALL partners,. Cash A/c. should be closed first before 

closing of partners’ capital account. 
 
 
Key to Solve this Question: 
 
1. Question should be completed within 20-25 minutes. 
 

 

 

 
 

 

Profit or Loss on Realisation A/c 

Profit Loss 

Realisation A/c. 

To All Partners’ Cap. A/c. 

Dr. All Partners’ Cap. A/c. 

To Realisation A/c. 

Dr. 
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Weightage: 16 Marks 
Practical question 10 Marks           Specimen of a bill 5 Marks     Objectives 1 Mark 
 
Definition of bill of exchange: 
“An instrument in writing containing an unconditional order, signed by the maker, 
directing a certain person, to pay on demand or at a future date a certain sum of 
money only, to the order of a certain person, or to the bearer of the instrument.” 
 
Parties to the bill of exchange: 
1.  Drawer: - Drawer is the person or a party who drawes a Bill of Exchange. He is 

also known as maker of bill of exchange. 
2.  Drawee: - Drawee is a person or a party to whom the bill of exchange is drawn. 

Drawee is the person who accepts the bill. 
3.  Payee: The Payee is a person or a party to whom the bill is made payable. 
 
Specimen of a bill: 

BILL OF EXCHANGE 
 

Drawer’s Name 
 

Drawer’s address 
 

Date of bill drawn 
 
 

 
             after date, pay Mr / Ms                                        
(Period of bill)                                                         Name and address of payee) 
 
Or his/her order, the sum of Rupees  
                                                                    (Amount in words) 
Only for the value received.                                                                                 
                                                                                                                            Sd/- 
                                                                                                                (Drawer’s Name) 
(Drawee’s Name)                                 (Accepted) 
 
(Drawee’s Address)                             (Drawee’s Name) 
 
                                                            (Date of Bill Accepted) 

STAMP 

Amount in 
figures 

 

CHAPTER 7 BILL OF EXCHANGE 
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Proforma journal entries with respect to bills transactions in the books of drawer 

and drawee: 

SR 

N0. 

TRANSACTION JOURNAL OF DRAWER  JOURNAL OF DRAWEE  

1 For credit sale of goods by 

drawer to drawee 

Drawee,s A/c 

 To Sales 

Dr. Purchases A/c 

 To Drawer’s A/c 

Dr. 

2 For receipt for bill duly 

accepted by drawee. 

Bills receivable A /c 

 To Drawee’s A/c 

Dr 

 

Drawer’s A/c 

 To Bills payable A/c 

Dr 

3 If bill is retained till maturity 

by drawer and honoured by 

drawee. 

Cash / Bank A/c 

 To Bills Receivable A/c 

Dr Bills payable A/c 

 To Cash/Bank A/c 

Dr 

4 If bill is discounted by the 

drawer. 

Cash/Bank A/c 

Discount A/c 

 To Bills Receivable A/c 

Dr 

Dr. 

No accounting entry  

5. If discount bill is honoured 

by drawee. 

No accounting entry  Bills payable A/c 

 To Cash/Bank A/c 

Dr 

6 If bill is endorsed by drawer. Endorsee A/c 

 To Bills Receivable A/c 

Dr 

 

No accounting entry  

7 If the endorsed bill is 

honoured by drawee. 

No accounting entry  Bills payable A/c   

 To Cash / Bank A/c 

Dr 

8 If bill is sent to the bank for 

collection by drawer. 

Bills sent to bank for collection 

A/c 

 To bills receivable A/c 

Dr No accounting entry  

9 If bill is sent to the bank for 

collection is honoured by 

drawee and bank charges 

are debited by the bank. 

Bank A/c 

Bank charges A/c 

 To Bills for collection A/c 

Dr 

Dr. 

Bills payable A/c    

 To Cash / Bank A/c 

Dr 

10 If bill is retired by drawee Cash/Bank A/c Dr Bills payable A/c         Dr 

  Rebated A/c Dr  To Cash/Bank A/c  

   To Bills Receivable A/c   To discount A/c/ Rebate   

11 If bill is dishonoured by 

drawee 

    

 1. If bill is retained by the  

 drawer and dishonoured. 

Drawee’s A/c   

 To bills receivable A/c 

Dr Bills payable A/c 

 To drawer’s A/c 

Dr 

 2. If discounted bill is  

 dishonoured. 

Drawee A/c 

 To bank a/c 

Dr Bills payable A/c 

 To drawer’s A/c 

Dr 

 3. If endorsed bill is  

 dishonoured. 

Drawee A/c   

 To endorsee’s A/c 

Dr, Bills payable A/c    

 To drawer’s A/c     

Dr. 

 4. If bill sent to bank for  

 collection is dishonoured 

Drawee’s A/c   

 To bills send for collection 

A/c 

Dr Bills payable A/c 

 To drawer’s A/c 

Dr 
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12 Renewal of bills of exchange 

by drawer: 

    

 1.  Cancellation of first bill Refer Entry No. 11  Bills payable A/c   Dr 

     To drawer’s A/c  

 2. Interest charged by 

drawer on unpaid 

balance. 

Drawee’s A/c 

 To interest A/c 

 

Dr Interest A/c 

 To drawer’s A/c 

Dr 

 3.  Part payment accepted 

by drawer from drawee 

Cash/bank A/c 

 To drawee A/c 

Dr Drawer’s A/c 

 To cash/bank A/c 
Dr 

 4. Receipt of new bill for 

balance amount due 

Bills receivable A/c 

 To drawee’s A/c 

Dr Drawer’s A/c 

 To bills payable A/c 
Dr 

 5.  (i) if new bill is send to 

bank for collection 

Bills sent for collection A/c   

 To bills receivable A/c 

Dr No accounting entry Dr 

  (ii) if new bill is  

  honoured and bank 

charges debited by 

bank 

Bank A/c 

Bank charges A/c 

 To bills sent for collection 

A/c 

Dr 

Dr 

Bill payable A/c 

 To cash/bank A/c 
Dr 

 6.  If new bill is honoured 

by drawee 

Cash/bank A/c 

 To bills receivable A/c 

Dr Bills payable A/c 

 To cash/bank A/c 
Dr 

13 For payment of noting 

charges:  

    

 1.  For payment of noting 

 charges by drawer 

Drawee’s A/c 

 To cash/bank A/c 

Dr Noting charges A/c 

 To Drawer’s A/c 
Dr 

 2.  For payment if noting 

 charges by bank 

Drawee’s A/c 

 To bank A/c 

Dr Noting charges A/c   

 To Drawer’s A/c  
Dr 

 3.  For payment of noting 

 charges by endorsee 

Drawee’s A/c   

 To endorsee’s A/c 

Dr Noting charges A/c    

 To Drawer’s A/c 
Dr 

14 Insolvency of drawee     

 1. If bill is dishonoured on 

 insolvency of drawee. 

Refer Entry No. 11  Bills payable A/c       

 To drawer’s A/c   
Dr 

 2. For part of the amount 

 due recovered in full 

 settlement by drawer 

 from the estate of 

 drawee. 

Cash/bank A/c 

Bad debts A/c   

 To drawee’s A/c 

Dr 

Dr 

Drawer’s A/c 

 To cash/bank A/c 

 To deficiency A/c 

Dr 
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Weightage: 12 Marks 

 

Practical Question       10 Marks                                                           Objectives 2 Mark 

 

Meaning of A Share:  

A share is a share in the capital of the Company and includes Stock as well. Share capital 

means the capital raised by the company by issue of Shares. A Company can issue two 

types of Shares Equity Shares and Preference Shares. 

 

Process of Issue of Shares by a Company: 

 

 

  

 

 

 
 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

Issue of  

Prospectus 

Allotment of 

 Shares 

Calls on 

Shares 

Application of 

 Shares 

CHAPTER 8 ACCOUNTS: ISSUE OF SHARES 
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Proforma Journal Entries: 

SR 

N0 

TRANSACTION JOURNAL  

1. On receipt of Application  

Money 

Bank A/c. 

 To Share Application A/c. 

Dr. 

2. On transfer of Application  

Money to Share Capital 

Share Application A/c. 

 To Share Capital A/c. 

Dr. 

3. On Share Allotment due Share Allotment A/c. Dr. 

   To Share Capital A/c.  

4. On Allotment Money  

Received 

Bank A/c. 

 To Share Allotment A/c. 

Dr. 

5. On call Money Due Share First/Second Call A/c. Dr. 

   To Share Capital A/c.  

6. On call money received Bank A/c. Dr. 

   To share First / Second Call A/c.  

7. On Forfeiture of Shares Share Capital A/c. (Called up amount) Dr. 

   To Shares Forfeiture A/c.  

 (Paid up amount) 

 

   To Calls in arrears A/c. (unpaid amount)  

8. On Reissue of Forfeited 

Shares 

Bank A/c. 

Shares Forfeiture A/c. (Discount on reissue) 

 To Share Capital A/c. 

Dr. 

Dr. 

9. Transfer of Balance of Shares 

Forfeiture Account to Capital 

Reserve 

Shares Forfeiture A/c. 

 To Capital Reserve A/c. 

Dr. 

 

IMPORTANT POINTERS 

1. In case of over subscription of shares, The company may Adopt any of the 

following options: 

 Refund all excess application money. 

 Allot Shares on Pro rata basis and adjust excess Application money 

received against allotment. 

2. Whenever shares issued at a Premium are forfeited and the premium amount 

is not received by the company then Securities Premium account shall also be 

debited in the Forfeiture journal entry with the amount of premium. 
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Weightage: 16 Marks 

  

Practical question 8 Marks                                                                    Objectives 2 Mark 

  

Meaning of Financial Statements 

Financial Statements are statements which are prepared by the business to find out 

profitability, efficiency, solvency, growth of business to judge the financial strength 

and status of the business. 

 

TOOLS OF FINANCIAL STATEMENT ANALYSIS 

 

COMPARATIVE AND COMMON SIZE STATEMENTS 

 

These statements are prepared for these financial Statements.  

 

 

 

 

 

 

 

 

A. Comparative statements   

Comparative statements shows financial data for two years placed side by side to 

facilitate comparison. 

 

STEPS TO PREPARE COMPARATIVE STATEMENTS 

 Enter the details of Assets and liabilities or Incomes and Expenses in the first 

Column. 

 Enter the amounts of previous year’s in second column. 

 Record the amounts of Current Year’s in the third year. 

 Record the Absolute changes (i.e. difference between the column of current 

year and previous year) in fourth column. 

 Record the percentage changes in the fifth column. 

Revenue Statement Balance Sheet 

CHAPTER 9 ANALYSIS OF FINANCIAL STATEMENTS 
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Formula for Percentage change= Absolute change/Previous year’s amount *100. 

B. Common size statements 

Common size statements are those in which individual figures are converted 
into percentage to some common base.  

 

STEPS TO PREPARE COMMON SIZE STATEMENTS 

 Enter the number of items in Balance sheet and revenue Statement. 

 Enter the Absolute amounts of different items of Assets and liabilities and 
incomes and expenses of previous year’s balance sheet and revenue 
statement. 

 Enter the Absolute amounts of different items of Assets and liabilities and 
incomes and expenses of current year’s balance sheet and revenue 
statement. 

 Enter the percentage relations of different items of balance sheet and 
revenue statements to the total Assets/liabilities and Sales respectively or 
previous year which are taken at 100%. 

 Enter the percentage relations of different items of balance sheet and 
revenue statements to the total Assets/liabilities and Sales respectively or 
current year which are taken at 100%. 

 

CASH FLOW STATEMENT 

“Cash flow statement can be defined as a statement which summarises sources of 
cash inflows and uses for cash outflows during a particular period.” 

 

SPECIMEN OF A CASH FLOW STATEMENT 

Particulars Amount Amount 

A.   Cash Flows from operating Activities 

Net Profit 

Adjust Non-cash items 

+Depreciation 

+interest paid 

+Loss on sale of assets 

-Dividend/interest received 

-Profit on sale of Assets 

Adjust working capital Changes 

Add: Increase in Current liabilities 

Add: Decrease in Current Assets 

Less: Increase in Current Assets 

Less: Decrease in Current liabilities 

Cash Generated From Operations 

 

xxx 

 

xxx 

Xxx 

xxx 

(xxx) 

(xxx) 

 

xxx 

xxx 

(xxx) 

(xxx) 

 

 

 

 

 

 

 

 

 

 

 

 

 

xxx 
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B.   Cash Flows from Investing Activities 

Add: Interest/Dividend received 

Add: Sale of Asset/Investment 

Less: Purchase of Asset/Investment 

Net Cash Flow from Investing Activities 

 

xxx 

xxx 

(xxx) 

 

 

 

 

 

xxx 

C.   Cash Flows from financing Activities 

Add: Issue of shares/Debentures 

Less: Redemption of debentures 

Less: interest paid 

Net Cash From Financing Activities 

Add: Cash of Beginning (Opening balance of Cash and Bank)                           

 

xxx 

(xxx) 

(xxx) 

 

 

 

 

 

xxx 

xxx 

Cash of the End (Closing balance of Cash and Bank  xxx 

 

RATIO ANALYSIS 

Ratio is a mathematical number that measures the relationship between two 

accounting figures. It is also called as Financial Ratio. 

Balance Sheet Ratio Revenue Statement Ratio Combined Ratio 

 

Current Ratio 

 

Gross Profit Ratio 

 

Return on Investment 

 
 

Current Assets

Current Liabilities
  

Gross Profit
 x 100

Sales
 

Net Profit BT
x 100

Capital Employed
 

 

Liquid Ratio 

 

Operating Profit Ratio 

 

Return on Capital Employed 
Quick Assets

Current Liabilities
 

Operating Profit
 x 100

Sales
 

Net Profit Int. & Tax
 x 100

Capital Employed
 

* Operating Profit – Sales – Operating Expenses 

 

Net Profit Ratio 

 

Net Profit before tax
x 100

Sales
 

 

Operating Ratio 

 

Cost of goods sold + Operating Expenses
 x 100

Net Sales
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Weightage: 3 - 5 Marks 

 

Meaning of Computerised Accounting Systems 

Computerised Accounting systems are software programs which help to store 

data/Information in the accounting system. The most important thing is that the 

company or firm prepares its reports as per Generally Accepted Accounting Principles 

(GAAP) under this system. 

 

Features of Computerised Accounting Systems 

Key: AI2M GST Q 

1. Accuracy and Speed. 

2. Immediate availability of Books of Accounts. 

3. Integrated data and information. 

4. Modern and integrated. 

5. Grouping of accounts. 

6. Security. 

7. Transparency. 

8. Quick Decision making. 

 

Importance of Computerised Accounting Systems 

Key: S2CA2M HR 

1. Speed. 

2. Systematic and up to date records. 

3. Compact. 

4. Automation. 

5. Accuracy. 

6. Multi user facilities. 

7. Hugh storage capacity. 

8. Reduction in Cost. 

CHAPTER 10 COMPUTER IN ACCOUNTING 
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