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Answers of MCQ questions 
 

1. (c) 
2. (b) 
3. (b) 
4. (c) 
5. (c) 
6. (c) 
7. (d) 
8. (b) 
9. (a) 
10. (b) 

 

MODEL PAPER ACCOUNTANCY CLASS 12 

    
1 State any one characteristic of Receipts and Payments Account. 1 

 

ANS:     (i) Receipts and Payments A/c records all cash receipts on the debit side irrespective of the fact 

whether they arecapital or revenue receipt or whether they relate to current year or previous year or next 

year. 

(ii) Receipts and Payments A/c does not record non-cash items, e.g., depreciation, bad debts etc. (any 

one) 

 

  

2 List any one feature of the Income and Expenditure Account. 1 

 

ANS:     (i) Opening and closing balance of cash and bank are not shown in Income and Expenditure 

Account. 

(ii) Capital receipts and capital payments are excluded from Income and Expenditure Account. (any one) 

 

  

3 Name the account which shows the classified summary of transactions of cash book in a not-for profit 

organisation. 
1 

 
ANS:     Receipts and Payments Account 

 

  

4 Distinguish between Income and Expenditure Account and Receipts and Payments Account on the 

basis of nature of items recorded therein. 
1 

 

ANS:     Income and Expenditure A/c includes only revenue items related to current year whereas 

Receipts and Payments A/c includes capital items as well as revenue items whether they are related to 
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the current year or previous year or next year.   

5 When the Receipts and Payments Account is converted into an Income and Expenditure Account, an 

accounting concept is to be followed for the provisions of the Accruals and Outstanding. Name the 

concept that is followed. 

1 

 
ANS:     Accrual concept 

 

  

6 State the basis of accounting on which a Receipts and Payments Account is prepared in case of not-

forprofit organisation. 
1 

 
ANS:     Cash Basis Accounting 

 

  

7 Name the term used for denoting 'excess income over expenditure' in case of not-for-profit organisation. 1 

 
ANS:     Surplus 

 

  

8 Distinguish between Income and Expenditure Account and Receipts and Payments Account on the 

basis of nature. 
1 

 

ANS:     Receipts and Payments A/c is a summary of cash book and its nature is real account whereas 

Income and Expenditure A/c is just like Profit and Loss A/c and its nature is a nominal account. 

 

  

9 State the term used to denote ‘excess of expenditure over income' in case of not-for-profit organisation. 1 

 
ANS:     Deficit 

 

  

1

0 

How would you account for 'subscriptions due to be received' in the current year in the books of a 

nontrading organisation? 
1 

 

ANS:     ‘Subscriptions due to be received’ will be added to the account of subscription on the credit side 

of Income and Expenditure Account and it will be shown on the assets side of the closing balance sheet. 

 

  

1

1 X, Y and Z are partners sharing profits in the ratio of , and . Find the new ratio of 

remaining  partners if Z retires. 

1 

 

ANS:     New ratio between X and Y = 5:4 

[Hint : In the absence of information, new ratio of the remaining partners will be calculated by deleting 

the share 

of profit of retiring partner.] 
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1

2 

Murti, Naresh and Omprakash are partners sharing profits is the ratio of 3/8, 1/2 and 1/8. Murti retires 

and surrenders 2/3rd of his share in favour of Naresh and remaining share in favour of Omprakash. 

Calculate new profit sharing ratio and gaining ratio of the remaining partner. 

1 

 

ANS:     Gain of Naresh =  

Gain of Omprakash =  

New ratio of Naresh =  

New ratio of Omprakash =  

Thus, the new profit sharing ratio of Naresh and Omprakash is 6 : 2 or 3 : 1.  

and gaining ratio among them is : or 2 : 1. 

 

  

1

3 

Neetu, Meetu and Teetu were partners in a firm. On 1st January, 2018, Meetu retired. On Meetu’s 

retirement, the goodwill of the firm was valued at 4,20,000. Pass necessary journal entry for the 

treatment of goodwill on Meetu’s retirement. 

1 

 

ANS:     As the Profit sharing ratio is not given, it is assumed to be equal. Thus, Meetu’s share in profit is 

. 

Goodwill of the firm = 4,20,000 

Meetu’s share of goodwill = 4,20,000 × = 1,40,000 

 

 

  

1

4 

Jamuna, Ganga and Krishna are partners in a firm. Krishna retired from the firm. After making 

adjustments for reserves and revaluation of assets and liabilities, the balance in Krishna’s Capital 

Account was 1,20,000. Jamuna and Ganga paid 1,80,000 in full settlement to Krishna. Identify the 

item which Jamuna and Ganga paid 60,000 more to Krishna. 

1 

 
ANS:     Jamuna and Ganga paid 60,000 more to Krishna for her share of goodwill. 

 

  

1

5 

On the retirement of Hari from the firm of Hari, Ram and Sharma, the balance sheet showed a debit 

balance of 12,000 in the Profit and Loss Account. For calculating the amount payable to Hari this 

balance will be transferred: 

(i) To the credit of the capital accounts of Hari, Ram and Sharma equally. 

(ii) To the debit of the capital accounts of Hari, Ram and Sharma equally. 

(iii) To the debit of the capital accounts of Ram and Sharma equally. 

1 
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(iv) To the credit of the capital accounts of Ram and Sharma equally. 

 

ANS:     (ii) The debit balance of profit and loss account will be transferred to the debit of the capital 

accounts of Hari, Ram and Sharma equally. 

 

  

1

6 

Give the journal entry to distribute: Investment Fluctuation Reserve of 4,000 at the time of restirement 

of Z, when Investments (market value 19,000) appears at 20,000. The firm has three partners X,Y 

and Z. 

1 

 

ANS:      

  

 

  

1

7 

Give the journal entry to distribute ‘Workmen Compensation Reserve’ of 70,000 at the time of 

retirement of Neeti, when there is a claim of 25,000 against it. The firm has three partners Raveena, 

Neeti and Rajat. 

1 

 

ANS:      

  

 

  

1

8 

Give the journal entry to distribute ‘Workmen Compensation Reserve’ of 60,000 at the time of 

retirement of Sajjan, when there is no claim against it. The firm has three partners Rajat, Sajjan and 

Kavita. 

1 

 
ANS:      
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1

9 

A, B, C, D, X, Y and Z are partners in a firm. During the year A withdrew 300 at the beginning of the 

each month. B withdrew 600 at the end of the each month. C withdrew 500 at the middle of the each 

month. D withdrew 1,000 at the beginning of the each quarter. X withdrew 2,000 at the end of the 

each quarter. Y withdrew 5,000 during the year. Z withdrew the following:-  

  ( ) 

April 30, 2017  

June 30, 2017  

September 1, 2017  

December 31, 2017  

February 28, 2018 

6,000 

4,000 

8,000 

3,000 

5,000 

Interest on drawing is to be charged @ 12% p.a. calculate interest on drawings for the year 31st March 

2018. 

4 

 

ANS:     
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2

0 

The average profit earned by a firm is 75,000 which include undervaluation of stock of 5,000 on an 

average basis. The capital invested in the business is 7,00,000 and the normal rate of return is 7%. 

Calculate goodwill of the firm on the basis of 5 times the super profit. 

4 

 

ANS:      

 

Normal Profit = Capital Employed ×  

= 7,00,000 × = 49,000 

Super Profit = Average Profit – Normal Profit 

= 80,000 – 49,000 = 31,000 

Goodwill = Super Profit × Number of Years' Purchase 

= 31,000 × 5 = 1,55,000. 

 

  

2

1 

A business has earned average profits of 1,00,000 during the last few years and the normal rate of 

return in similar business is 10%. Find out the value of goodwill by: 

(i) Capitalisation of super profit method and 

(ii) Super profit method if the goodwill is valued at 3 years’ purchase of super profit. 

The assets of the business were 10,00,000 and its external liabilities 1,80,000. 

4 

 

ANS:     (i) Average Profit = 1,00,000 (Given) 

(ii) Capital Employed 8,20,000 (i.e., 10,00,000 – 1,80,000); Normal Profit 82,000 (i.e., 8,20,000 

× ); 

(iii) Super Profit 18,000 (i.e., 1,00,000 – 82,000); 

Value of Goodwill : 

(i) 1,80,000 (i.e., 18,000 × ) 
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(ii) 54,000 (i.e., 18,000 × 3). 

2

2 

J and K are partners in a firm. Their capitals are J 3,00,000 and K 2,00,000. During the year ended 

30.3.2010 the firm earned a profit of 1,50,000. Assuming that the normal rate of return is 20%, 

calculate the value of goodwill of the firm. 

(i) By capitalisation method and 

(ii) By super profit method if the goodwill is valued at 2 years' purchase of super profit. 

4 

 

ANS:     Capital Employed 5,00,000 (i.e., 3,00,000 + 2,00,000) 

(i) Capitalised value of average profit 7,50,000 (i.e., 1,50,000 × ), 

Value of Goodwill = 2,50,000 (i.e., 7,50,000 – 5,00,000) 

(ii) Normal Profit 1,00,000 (i.e., 5,00,000 × ) 

Super Profit 50,000 (i.e., 1,50,000 – 1,00,000) 

Value of Goodwill = 50,000 × 2 = 1,00,000. 

 

  

2

3 

A business has earned average profits of 1,00,000 during the last few years. Find out the value of 

goodwill by capitalisation method, given that the assets of business are 10,00,000 and its external 

liabilities are 1,80,000. The normal rate of return is 10%. 

4 

 

ANS:     Capital Employed 8,20,000 (  10,00,000 – 1,80,000) 

Capitalised value of average profit 10,00,000 (i.e., 1,00,000 × ) 

Value of goodwill = 1,80,000 (i.e., 10,00,000 – 8,20,000) 

 

  

2

4 

The Partnership agreement between Maneesh and Girish provides that: 

(i) Profits will be shared equally; 

(ii) Maneesh will be allowed a salary of 400 p.m; 

(iii) Girish who manages the sales department will be allowed a commission equal to 10% of the net 

profits, after allowing Maneesh’s salary; 

(iv) 7% p.a. interest will be allowed on partner’s fixed capital; 

(v) 5% interest will be charged on partner’s annual drawings; 

(vi) The fixed capitals of Maneesh and Girish are 1,00,000 and 80,000 respectively. Their annual 

drawings are 16,000 and 14,000 respectively. The net profit for the year ending March 31, 2013 

amounted to 40,000. 

Prepare firm’s Profit and Loss Appropriation Account. 

6 

 
ANS:      
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2

5 

A and B entered into partnership on 1st April, 2016 without any partnership deed. They introduced 

capitals of 5,00,000 and 3,00,000 respectively. On 31st October, 2016, A advanced 2,00,000 by 

way of loan to the firm without any agreement as to interest. 

The profit and loss account for the year ended 31.03.2017 showed a profit 4,30,000 but the partners 

could not agree upon the amount of interest on loan to be charged and the basis of division of profits. 

Pass a journal entry for the distribution of profit between the partners. 

6 

 

ANS:     (i) Interest on Loan = Loan Amount ×  = 2,00,000 × = 5,000 (ii) 

Divisible Profit = 4,30,000 – 5,000 = 4,25,000 

(iii) 

[Hint: In the absence of partnership deed, interest on loan will be charged @ 6% p.a. and profit will be 

shared equally]. 

 

  

2

6 

A and B are partners in a firm. A is to get a commission of 10% on net profit before charging any 

commission. B is to be get commission of 10% on net profit after charging all commission. Net profit 

before charging any commission was 2,20,000. Find out the commission of A and B and prepare Profit 

and Loss Appropriation A/c. 

6 

 ANS:     (i) A’s Commission = Net Profit × = 2,20,000 × = 22,000 
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B’s Commission = Net Profit × = (2,20,000 – 22,000) 1,98,000 × = 18,000. 

 

(ii) 

 

2

7 

A, B, C and D are the four partners sharing profit as 4 : 3 : 2 : 1. They earned a profit of 1,80,000 for 

the year ended 31.03.2017. As per the deed they are to charge a commission @ 20% of the profit after 

charging such commission which they will share as 2 : 3 : 2 : 3. 

Prepare Profit and Loss Appropriation Account showing the distribution of profits and the share of each 

partner assuming capital accounts are maintained on fixed capital system. 

6 

 

ANS:     (i) Calculation of total commission : 

Commission = Net Profit ×  

= 1,80,000 × = 1,80,000 × = 30,000 

(ii) 
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(iii) Share of each partner: 

A = 6,000 + 60,000 = 66,000 

B = 9,000 + 45,000 = 54,000 

C = 6,000 + 30,000 = 36,000 

D = 9,000 + 15,000 = 24,000   

2

8 

K and P were partners in a firm sharing profits in 4 : 3 ratio. Their capitals on 01.04.2017 were: 

K 80,000 and P 60,000. The partnership deed provided as follows: 

(i) Interest on capital and drawings will be allowed and charged @ 12% p.a. and 10% p.a. respectively. 

(ii) K and P will be entitled to a monthly salary of 2,000 and 3,000 respectively. 

The profits for the year ended 31.03.2018 were 1,00,300. The drawings of K and P were 40,000 and 

50,000 respectively. 

Prepare Profit and Loss Appropriation Account and Capital Account of K and P for the year ended 

31.3.2017 assuming that the capitals of the partners were: (i) fluctuating. (ii) Fixed. 

6 

 
ANS:      

 

  



102 

 

 



103 

 

 

Note: As the date of drawings is not given, interest is calculated on average basis of 6 months. 

 

 

    

2

9 

A, B and C sharing profits and losses in the ratio of 2:2:1. D was admitted as a new partner with 1/5 

share in profit in the firm on 31-03-2017. An extract of their Balance Sheet as at 31st March, 2017 was 

as follows: 

 
Show the accounting treatment investment fluctuation fund in each of the following alternative cases: 

Case 1. If there is no other information. 

Case 2. If the market value of investments is 3,00,000. 

Case 3. If the market value of investments is 2,60,000. 

Case 4. If the market value of investments is 2,00,000. 

Case 5. If the market value of investments is 3,50,000. 

6 

 
ANS:      
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3

0 

Give the necessary journal entries in the books of the firm on admission of a partner:- 

(i) Land is to be decreased to 55,000 (Book value of land 70,000) 

(ii) Out of the Insurance premium which was debited to Profit & Loss A/c 2,000 to be carried forward to 

the next year. 

6 
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(iii) A creditor of 7,000 is not likely to be claimed and hence are to be written back. 

(iv) Provision for bad debts is in excess by 1,200. 

(v) Outstanding bills for repairs 1,000 will be provided for. 

(vi) Building is to be reduced by 20,000 (Book value 1,00,000) 

 

ANS:      

 

 

  

3

1 

Give the necessary journal entries in the books of the firm on admission of a partner:- 

(i) A Provision of 5% is to be created for doubtful debts on debtors which were 34,000. 

(ii) Debtors and provision for debtors appeared at 40,000 and 2,000 respectively, all debtors are now 

considered good. 

(iii) Patents were valueless (Book value of patents 5,000) 

(iv) Unrecorded liability for creditors is fixed 6,000. 

(v) A claim for damages of 20,000 was settled for 16,000. 

(vi) A typewriter written off completely was taken by a partner for 4,000. 

6 

 

ANS:      
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3

2 

Give journal entries for the following transactions to record the realisation of various assets and 

liabilities: 

(i) The firm has stock of 1,60,000. Aziz, a partner took over 50% of the stock at a discount of 20%, 

(ii) Remaining stock was sold at a profit of 30% on cost, 

(iii) Land and Building (book value 1,60,000) sold for 3,00,000 through a broker who charged 2%, 

commission on the deal. 

(iv) Plant and Machinery (book value 60,000) was handed over to a Creditor at an agreed valuation of 

10% less than the book value, 

(v) Investment whose face value was 4,000 was realised at 50%. 

6 

 

ANS:      

 

 

  

3

3 

Pass the necessary Journal entries for the following transactions on the dissolution of the firm of Sudha 

and Shiva after the various assets (other than cash) and outside liabilities have been transferred to 

Realisation Account: 

6 
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(i) Sudha agreed to pay off her husband’s loan 19,000. 

(ii) A debtor whose debt of 9,300 was written off in the books paid 7,500 in full settlement. 

(iii) Shiva took over all investments at 13,300. 

(iv) Sundry creditors 10,000 were paid at 9% discount. 

(v) Realisation expenses 3,400 were paid by Sudha for which she was allowed 3,000. 

(vi) Loss on realisation 9,400 was divided between Sudha and Shiva in 3 : 2 ratio. 

 

ANS:      

 

 

  

3

4 

Parul, Payal and Priyanka are partners. They decided to dissolve their firm. Pass necessary journal 

entries for following after various assets (other than cash and bank) and the third party liabilities have 

been transferred to Realisation Account. 

(i) There were total debtors of 76,000. A provision of bad and doubtful debts also stood in the books at 

6,000. Debtors amounting to 12,000 proved bad and rest paid the amount due. 

(ii) Parul agreed to pay off her husband’s loan of 7,000 at a discount of 5%. 

(iii) A machine which was not recorded in the books was taken over by Payal at 3,000 whereas its 

expected value was 5,000. 

(iv) A contingent liability (not provided for) of 4,000 was also discharged. 

(v) The firm had a debit balance of ` 27,000 in the Profit and Loss Account on the date of dissolution. 

(vi) Priyanka paid the realisation expenses of 15,000 out of her pocket and she was to get a fixed 

remuneration of 18,000 for completing dissolution process. 

6 

 
ANS:       
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3

5 

X, Y and Z are partners in a firm sharing profits and losses in the ratio of 3 : 2 : 1 respectively. On 31st 

March, 2017 their capitals were 45,000; 30,000 and 15,000 respectively. Creditors on that date 

were of 20,000. The partnership was dissolved on that date. X took up the stock at an agreed price of 

25,000. Y took up furniture at 5,000 and Z took up debtors at 18,500. Prepare necessary accounts 

at the time of dissolution of firm. 

6 

 

ANS:      
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3

6 
Hanif and Jubed were partners in a firm sharing profits in the ratio of their capitals. On 31st March, 2013 

their Balance Sheet was as follows : 
6 
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On the above date the firm was dissolved. 

(i) Debtors were realised at a discount of 5%. 50% of the stock was taken over by Hanif at 10% less than 

the book value. Remaining stock was sold for 65,000. 

(ii) Furniture was taken over by Jubed for 1,35,000. Machinery was sold as scrap for 74,000. 

(iii) Creditors were paid in full. 

(iv) Expenses on realisation 8,000 were paid by Hanif. 

Prepare Realisation Account. 

 

ANS:     

 

 

  

 

 

 


