IV.

(2)
Subscription includes Rs.250 for the year 2007 and subscription in arrear amounted to Rs.900.
Interest accrued amounted to Rs.240. Salaries unpaid for the year amounted to Rs.350 and Insurance
prepaid Rs.60. Stock of sports materials and Bar Stock at the end of the year are valued at Rs.1,500
and Rs.800 respectively. Depreciate furniture by 6% and Land and Buildings by 2%. 50% of the
Entrance fees are to be treated as revenue agd the whole amount of Donation is to be capitalized.
Prepare an income and Expenditure Account for the year ended 31-12-2006 and a Balance Sheet as
on that date.

State the rule applicable to each of the following cazes in the absence of a partnership agreement:
(1) Salaries to partners (ii) Interest on a loan given by a partner to the firm (iii) Interest on capital (iv)
Sharing profit and losses (v) Interest on drawings.

OR
Mehra and Ratnam are in partnership with capitals of Rs.28,000 and Rs.14,000 respectively, sharing
profits and losses in the ratio of 2:1. Interest on capital @ 5% per annum and salalry of Rs.2,800 per
annum to Ratnam are allowable.

Due to ill health, Mehra ceased to teke active part in the business with effect from 1 January 2005 and
the following terms were agreed upon:
(i) That the manager, Jahar, shall be taken as a partner with a capital of Rs.5000; he being
entitled to a salary of Rs.5,250 per annum, the excess over Rs.2,800 (the salary received
by him as Manager) to be borne by Mehra personally)

(ii) That Ratnam shall get a salary of Rs.3,500 per annum.

(iii) That Jahar shall be entitled to one-tenth share of profits and losses after charging interest
on capitals and partner's salaries.

(iv) That interest on capital shall be allowed @ 5% per annum.

The net profit for the year ended 31 December 2005 was Rs.22,400 before charging interest on capital
and partners' salaries. You are required to show the division of the profits for the year 2005 among
the partners.

Discuss the computation and significance of the following financial ratios:
(1) Current ratio (ii) Quick ratio (iii) Inventory turn over ratio (iv) Debt-equity ratio (v) Earning per
share

OR

Following is the balance sheet of C 1.td. As on 31-12-2007

Liabilities Rs. Assets Rs.
Equity share capital 20,000  Goodwill 12,000
Capital reserve 4,000 Fixed assets 28,000
8% Loan on mortgage 16,000 Stocks 6,000
Trade creditors 8,000 Debtors 6,000
Bank overdraft 2,000 Investments 2,000
Taxation : Current 2,000 Bank 6,000

Future 2,000

Profit & Loss A/c
Profit after tax &
interest on fixed

deposits for 2007 12,000
Less : Transfer to
Reserve 4,000
Dividend 2,000 6000

60,000 60,000

Sales amounted to Rs.1,20,000.
Calculate ratios for testing liquidity, solvency, profitability and capital gearing.
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