Chapter 4 — Admission of a Partner

Question 1.
X, Y and Z are partners sharing profits and losses in the ratio of 5:3:2. They admit A into partnership and give him 1/5th

share of profits. Find the new profit-sharing ratio.
Solution:

oz
Old Ratio 5: 3 2
2 iz admitted for 1/5 share of profit

Let the combined share of profit for all partners after A's admission be=1
Cormbined share of ¥, ¥ and 2 after A's admission = 1- A's share

Mew Ratio= Old Ratio x Combined share of ¥, ¥ and £
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Question 2.

Ravi and Mukesh are sharing profits in the ratio of 7: 3. They admit Ashok for 3/7th share in the firm which he takes 2/7th
from Ravi and 1/7th from Mukesh.

Calculate new profit-sharing ratio.

Solution:
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Question 3.

A and B are partners sharing profits and losses in the proportion of 7: 5. They agree to admit C, their Manager, into
partnership who is to get 1/6th share in the profits. He acquires this share as 1/24th from A and 1/8th from 8. Calculate new
profit-sharing ratio.

(Delhi 2001)
Solution:
A B
Old Ratio 735
C admits for 1/6 share of profit
& sacrifices his share of profitin favour of C= 2—14
B sacrifices his share of profitin favour of C = é

Mew Ratio =0ld Ratio -sacrificing Ratio

Als = l_ i
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Question 4.
X and Yare partners in a firm sharing profits and losses in the ratio of 3: 2. Z is admitted as partner with 1/4 shares in profit. Z

acquires his share from X and Y in the ratio of 2: 1.
Calculate new profit-sharing ratio.
Solution:

Old Profit Sharing Ratio amongst Parmers (X and Y) is 3.2
Zis admitted for 1/4th Share in Profits
Sacrificing Ratio of X and ¥is 201

Z acquired 2 ¥ 1 3from X
3 4 12

. 11 1
Z acquired el Efrorn A

Mew Ratio= Old Ratio-Sacrificing Ratio
, 3 2 3E-10 26
®'s new share= =- == — - - ——
5 1z a0 &0
Y's new share= 2_1 _24-5 18

5 12 &0 &0
Z's share = l=E
4 60

s MewRatio=26:19: 15

Question 5.
X and Y were partners sharing profits in the ratio of 3: 2. They admitted P and Q as new partners. X surrendered 1/3rd of his
share in favour of P and Y surrendered 1/4th of his share in favour of Q. Calculate new profit-sharing ratio of X, Y, P and Q.

(Al 1998 C, Delhi 2000, 2002 C)

Solution:

¥
Old Ratio 3.2
Sacrifidng Ratio= Old Ratiox Surrender Ratio
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3 3
*em5T s
=}
" 15
Yl = 2_2
5 20
_ 6
20
F's share= X's Sacrifice
_ 3
15
J's share= X's Sacrifice
2
20

Mew Profit Sharing Ratio=

Hlw @
I <

o
Blov =

_24:18: 126
N 50
=4:5:2:1



Question 6.

Rand S are partners sharing profits in the ratio of 5:3. T joins the firm as a new partner. R gives 1/4th of his share and S
gives1/5th of his share to the new partner. Find out new profit-sharing ratio.

(Delhi 2007 C)

Solution:
R 5
Gld Ratio 53
Sacrificing Ratio = Old Ratic = Surrender Ratio

R's= Exl
4

Mew Ratio= Old Ratio-Sacrificing Ratio
5 5
R's=2-_—
*T8 32
15

32

_12
40

T's share=R's Sacrifice + S's sacifice
5 3
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_25+12
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Mew Profit Sharing Ratio= =525 ' 180
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L MewFr ofitSharingRatio= 75 48 37

Question 7.
Kabir and Farid are partners in a firm sharing profits and losses in the ratio of 7:3. Kabir surrenders 2/10th from his share and

Farid surrenders 1/10th from his share in favour of Jyoti; a new partner. Calculate new profit-sharing ratio and sacrificing
ratio.

(CBSE Sample Paper 2015)
Solution:

Calculation of New Ratio
Old Ratio of Kabir and Farid 7: 3

Kabir sacrifices his share of profit in favour of Jyoti = %
Farid sacrifices his share of profit in favour of Jvoti = 1—10
Jyoti's Share = 3+i= 3
10 10 10
Mew Ratio = Old Share - Share Sacrificed
Kabir's New Share = 2 - = - 2
10 10 10
. 3 1 2
Farid's Mew Sh = — - =
arid's Mew Share 515" 10

Mew Profit Sharing Ratio = 5:2:3
Calculation of Sacrificing Ratio
Since, Kabir and Farid are sacrificing 2 / 10 share respectively, therefore the sacrificing ratio becomes 2 1,



Question 8.
Find New Profit-sharing Ratio:
i. R and T are partners in a firm sharing profits in the ratio of 3:2. S joins the R surrenders 1/4th of his share and T 1/5th of
his share in favour of S.
ii. A and B are partners. They admit C for 1/4th share. In future, the ratio between A and B would be 2:1.
iii. A and B are partners sharing profits and losses in the ratio of 3: 2. They admit C for 1/5th share in the profit. C acquires
1/5th of his share from A and 4/5th share from B.
iv. X, Y and Z are partners in the ratio of 3:2:1. W joins the firm as a new partner for 1/6th share in profits. Z would retain his
original share.
v. A and B are equal partners. They admit C and D as partners with 1/5th and 1/6th share respectively
vi. A and B are partners sharing profits/losses in the ratio of 3: 2. C is admitted for 1/4th share. A and B decide to share
equally in future.
Solution:

i R T

Old Ratio 30 2

Sacrificing Ratio= Old Ratio = Surrender Ratio

R's= Exl
=
_ 3
20
T'S = Exl
5 &5
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25

. > 3
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T S=§—E
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Z's share= R's Sacrifice+ S's sacrifice
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. . 9 8 23
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ii. AL B

Old Ratio 1:1

C admits for 1/4th share of profit

Let the combined share of A,B and C be=1
Combined share of A and B =1 - C's Share
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iv. A
CldRatio 3:2:1

W admits for %share of profit

Let combined share of all partner after W's admissionbe=1
Combined share ¥ and ¥ in the new firm = 1- 2's share -W's Share

- 1 1
& &
_4
=}
Mew Ratio= Old Ratiox Combined share of X and Y
oo 0,4 _ 12
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YIS=gxi=§
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Mew Profit Sharing Ratio= 12 : 8 : 1 :l
30 30 6 &
=12:8:5:5
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=12:8.5:5
V. & B
Cld Ratio 1:1

C admits for %share

O admits for %share

Let the combined share of all partners after C's and D's admission be=1
Combined share of & and B after C's and D's admission= 1-C's share - D's Share

g1 1
5 B
_19
=0
Mew Ratio = Old Ratio x Combined share of & and B
.‘5\|8=—1X§
2 =0
_ 18
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vi. A B
Old Ratio 3, 2

C admits for %share of profit

Let the combined share of all partners after C's admission be=1
Combined share of A and B after C's admission= 1-C's share
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Question 9.

Rakesh and Suresh profits in the ratio of 4:3. Zaheer joins and the new ratio among Rakesh, Suresh and Zaheer is 7:4:3.
Find out the sacrificing ratio.

Solution:

Rakesh: Suresh
Old Ratio 4. 3
Rakesh: Suresh: Zaheer

Mew Ratio 7 : 4 . 3
sacrificing Ratio = Old Ratio-Sacrificing Ratio
Rakesh's = a7
7 14
-1
14
Suresh's = o4
7 14
_ 2
14
Rakesh: Suresh
Sacrificing Ratio L: 2
14 14

1: 2

Question 10.

A, B and C are partners sharing profits in the ratio of 4:3:2. D admitted for 1/3rd share in future profit. What is the sacrificing
ratio?

Solution:



AL B C
Old Ratio 4, 3: 2
D is admitted for %share of profit

Let the combined share of profit of 2,B8,C and D be=1
Combined share of A,B and C after D's admission= 1-D's share

27
Sacrificing Rato= Old Ratio- Mew Ratio

Als =

A B: C
. 4
Sacrifidng ratic = ——: — . —
27

=4 3: 2

Question 11.
A and B are partners sharing profits in the ratio of 3:2 . C is admitted as a partner. The new profit sharing ratio among, A B
and C is 4:3:2. Find out the sacrificing ratio.

Solution:
AL B
Old Ratio 2 2
AL B C

Mew Rato 4. 3. 2
Sacrificing Ratio = Qld Ratio-Mew Ratio

A's:E—i
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7
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B's:g—z
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_ 3
45

AL B

3

Sacrificing Raftio 1: —_—
45 45
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Question 12.
A, B, C and D are in partnership sharing profits and losses in the ratio 36:24:20:20 respectively. E joins the partnership for
20% share and A, B, C and DS in future would share profits among themselves as 3/10:4/10: 2/10:1/10. Calculate new profit-
sharing ratio after E’'s admission.
Solution:
A B Cr D
Old Ratio 36: 24: 20: 20

E iz admitted for ﬂsh.sure
100

Let the combined share of all partners profit after E's admission =1
Combined share of &A,B,C and D after E's admission= 1-E's share

_ ., 20
100
_ 8o
T 100
Mew Ratio = Combined of A,B,C and D. Agreed Share of A,B,C and D
oo 80,324
100 10 100
Bg = g0 xi: 32
100 10 100
C's = —80 x£=_16
100 1o 100
O's = =1} 1 =1

100 10 100

A B Cr D E
24 32 16 | g8 20

100 100" 100" 100" 100
=&, 8: 4: 2. &5

Mew Frofit Sharing Ratio =

Question 13.
A and B are in partnership sharing profits and losses as 3:2. C is admitted for 1/4th share. Afterwards D enters for 20 paise in
the rupee. Compute profit- sharing ratio of A, B, C and D after D’'s admission.

Solution:

AL B
Old Ratio 3 2
C iz admitted for %share of profit

Let the combined share of profit of all partners be =1
Combined share of & and B after C's admission= 1-C's share

-1
4
2
4
Mew Ratio = Old Ratio - Combined share of A and B
AIS = E);E = i
5 4 20
gs= 2.3_5
5 4 0
AL B C
) ) . - 9 & 1
Mew Profit Sharing Ratio after C's admission= = —: =
20 20 4
_9e!s
20
=9:6:5

Frofit sharing ratio after C's admission will become old ratio to determine the ratio after D's admission



A B C
Ratio before D's admission 9, & &

D is admitted for % share ofprofit

Let the combined share of all parmers after 0's admission =1
Combined share of A, Band C after D's admission= 1-0's share

_ .20
100
_ 80
100
Mew Ratio = Old Ratio - Combined share of &, B and C
Als = ix 80 _ 72
20 100 200
B's = ix a0 _ 43
20 100 200
, 5 S0 40
C's = =

20 100 200

A B C D

72 48 40 20
200 200  Z0o' 100
=9.6:5.5

Mew Profit Sharing Ratio after C's admission=

Question 14.
X and Y partners sharing profits and losses as 3:2. They admit Z into partnership. X gives 1/3rd of his share while Y gives
1/10th from his share while Y gives 1/10th from his share to Z. Calculate new profit-sharing ratio and sacrificing ratio.

Solution:
Cld Ratc of X and ¥ are 3.2

=2
{5

¥'ssadifice=Zx

ol

1
3

Y'ssacifice=
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SacrificingRatic _3 : ior2 01
15 10
Mew Ratio = Old share - share sacificed

¥'snewshare =3 _3._5
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5
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Question 15.

A, B and C are partners sharing profits in the ratio of 2:2:1. D is admitted as a new partner for 1/6th share.
C will retain his original share. Calculate the new profit-sharing ratio and sacrificing ratio.

Solution:

Calculation of New Sharing Ratio
AR =2:201 ( Old Ratio)

O is admitted for éth share while C will continue to retain his Original share [%]

. i1
R Share = 1-=-=
emaining Share =T
_30-5-6 19
30 30
This reaming share will be shared by A and B in the ratio of 2:2 (Qld Ratio)*
. 19 2 38
Asnewshare—%xz—m
. 19 2 3
B's newshare ~=5%2" T8
1 24 24
oh h Y i
s newshare = zx 57 = =5
1 20 20
o g K= ———
s newshare ==x 5z = =5
A8 C0 = 38382420
=19:19:12:10

*Since nothing is mentioned about the sacrifice made by the existing partners,
itis assumed that A and B sacrifice in their old ratio.

Calculation of Sacrifidng Ratio

Sacrifidng Ratio = Old Ratio - New Ratio

&'s Sacrificing Share = 219 _24-19_ 5

B's Sacrificing Share = =- ==~ - —

AB=550r 1:1

Question 16.

A and B are partners sharing profits and losses in the ratio of 2: 1. They take C as a partner for 1/5th share. The Goodwiill
Account appears in the books at its full value 15,000. C is to pay proportionate amount as premium for goodwill which he
pays to A and B privately. Pass necessary entries.

Solution:
Journal
Date Particulars L.F. Debit Credit
T T
A's Capital Afc Dr. 10,000
B's Capital Afc Dr. 5,000
To Goodwill Afc 15,000
(Being goodwill written-off between A and B in old ratio of

Mote- Goodwill brought in Cis not recorded in the books of the firm as the amount for goodwill is privately paid to A and B.
Working Note:
Goodwill Written - off

A'sCapitalwillbe debitedby = 15, 000 x%

= 10,000
B'sCapital willbe creditedby =15, 000 x %

-25,000



Al B
Old Ratio 2! &
Cis admitted for %share of profit

Let the combined share of profit of &, B and C be =1
Combined share of A and B after C's admission= 1-C's share

3
E
Mew Ratio = Old Ratio - Combined share of & and B
Mg = 2,3_ 8
7 4 28
Blg= 2x>-12
74 8
Ay B: C
MNew Profit Sharing Ratio = 5 : E: 1
28 28 4
B 16157
T 2B
=&:15:7

Distribution of C's share of Goodwill
's Share of Goodwill = Rs, 14,000

£ will get = 14,ooox§
= 24,000

B will get = 14,000><§
— 210,000

Question 17.

A and B are partners sharing profits and losses in the ratio of 2: 5. They admit Con the condition that in Rs.14,000 as his
share of goodwill in cash to be distributed between A and B. C’s share profits or losses will be 1/4th. What will be the new
profit-sharing ratio and what amount brought in by C will be received by A and B?

Solution:

Question 18.

A and B are partners in a firm sharing profits and losses in the ratio of 3: 2. They admit C into partnership for 1/5th share. C
brings in Rs.30,000 as capital and Rs.10,000 as goodwill. At the time of admission of C, goodwill appears in the Balance
Sheet of A and B at Rs. 3,000. The new profit-sharing ratio of the partners will be 5: 3: 2. Pass necessary entries.

Solution:
Journal
Date Particulars L.F Dehit Credit
T T
A's Capital Afc Dr. 1,800
B's Capital A/c Dr. 1,200
To Goodwill Afc 3,000
(Being Goodwill written-off)
Cash A/c Dr. 40,000
To C's Capital A/c 30,000
To Premium for Goodwill A/c 10,000
(Being C brought capital and his share of goodwill in cash)
Premium for Goodwill Dr. 10,000
To A's Capital A/c 5,000
To B's Capital A/c 5,000
(Being Premium of Goodwil | distributed)




A B
Old Ratio 3: 2
ATB:C
Mew Ratic 50 30 2
Sacrificing Ratio = Qld Ratio- New Ratio
a3 5 _ 1

5 10 10

.2 5 1
"5 10 10
A B
Sacrifidng Ratio = i: 1
10 10
=1:1
Distribution of Premium for Goodwill C's share of Goodwill

A and B each will get = 10,000><% =35, 000 each

Goodwill Written-off
A will be debited by 3,000 x% 71,300

B will be debited by 3,000 % 21,200

Question 19.
A and B are partners in a firm sharing profits and losses in the ratio of 3: 2. A new partner C is admitted. A surrenders 1/5th

of his share and B surrenders 2/5th of his share in favour of C. For the purpose of C’s admission, goodwill of the firm is
valued at Rs.75,000 and C brings in his share of goodwill in cash which is retained in the firm’s books. Journalise the above

transactions.
(Delhi 2003)
Solution:
Journal
Date Particulars L.F. Debit Credit
I T
Cash Alc Dr. 21,000
To Premium for Goodwill Afc 21,000
{Being C brought Premium for Goodwill)
Premium for Goodwill A/c Dr. 21,000
To A's Capital A/c 2,000
To B's Capital A/c 12,000
{Being Premium for Goodwill Brought by C
distributed between A and B in sacrificing ratio
i.e. 3:4)
A B
Old Ratio 3 2
A's sacrificing = 1 32
5 & 25
2 2 4
B's sacrificing = —x—= —
5 B 25
A B
Ale = o2 12
5 25 25
Be==2_-2%_56
5 25 25



Mew Ratio = Old Ratio - Sacrificing Ratio
wso 3312
25 25
4 6
25 25
C's share = A's saaifice+ B's sacrifice
3,47
25 25 25
Mew Ratio is 12:6.7

B's =

Al k|

7

C's will bring Premium for Goodwill = 75,000:»{3

= 321,000
Distribution of Premium for Goodwill

£ will get = 21Jooox; -79,000

B will get = 21,ooox;=e12, 000

Question 20.

Give Journal entries to record the following arrangements in the books of the firm:

a. B and C are partners sharing profits in the ratio of 3: 2. D is admitted paying a premium (goodwill) of Rs. 2,000 for 1/4th
share of the profits, shares of B and C remain as before. No Goodwill Account appears in the books.

b. B and C are partners sharing profits in the ratio of 3: 2. D is admitted paying a premium of Rs. 2,100 for 1/4th share of
profits which he acquires 1/6th from B and 1/12th from C. No Goodwill Account appears in the books.

Solution:
Journal
Date Particulars L.F. Debit Credit
I T
Cash Alc Dr. 2,000
To Premium for Goodwill Afc 2,000
(Being D brought Premium for Goodwill)
Premium for Goodwill A/c Dr. 2,000
To B's Capital A/c 1,200
To C's Capital Adc 800
(Being Premium for Goodwill distributed
between B and C in sacrificing ratio i.e. 3:2)
Working Note:
Distribution of premium for Goodwill-
B will get = 2,000x % =¥1,200
C will get = 2,000 x% ~2300
Journal
Date Particulars L.F. Debit | Credit
T T
Cash A/c Dr. 2,100
To Premium for Goodwill A/c 2,100
(Being D brought Premium for Goodwill in cash)
Premium for Goodwill A/c Dr. 2,100
To B's Capital Adc 1.400
To C's Capital Afc 700

(Being Premium for Goodwill distributed between
B and Cinsacrificing ratio i.e. 2:1)




Working Note :

1
B:, C
e o101
Sacrificing Ratio = —
6 1z
21
4
Distribution of Premium for Goodwill-
B will get = 2,100x%
=1,400
Cowill get = 2, lOOxé
=3700

Question 21.

B and C are in partnership sharing profits and losses as 3: 1. They admit D into the firm,

D paying a premium of Rs.15,000 for 1/3rd share of the profits. As between themselves, B and C

agree to share the future profits and losses equally. Draft Journal entries showing appropriations of the premium money.

Solution: Journal
Date Particulars L.F. Debit Credit
3 I
Cash Afc Dr. 15,000
To Premium for Goodwill Alc 15,000
(Being D brought his share of Goodwill in cash)
Premium for Goodwill A/c Dr. 15,000
To B's Capital A/c 15,000
(Being Premium for Goodwill transferred to B's Capital)
C's Capital A/ Dr. 3.750
To B's Capital A/c 3.750
(Being goodwill charged from C's Capital Account due to his
gain in profit sharing

WorkingNote :

1

Caloulation of Sacrificdng Ratio:

Let combined share of all partners after D's admission be=1
Combined share of B and C's admission = 1- C's share

B and C each share of profit after D's admission will be = %x

Sacifidng Ratio = Old Ratio- New Ratio

]
._..l |
R

.

e

ATy

=3

3

e

pe—



2
Cis gaining in new the firm. Hence, C's gain in goodwill will be debited to his capital and given to B {sacrificing partner).
Goodwill of the firm= premium for goodwill brought by O = Reciprocal D's share

= 15J000x§

=¥45, 000

C's Share of gainin Goodwill = Gooodwill of the firm = Share of gain

- 45,000 x =
12

=%¥3,750

Question 22,

M and J are partners in a firm sharing profits in the ratio of 3: 2. They admit R as a new partner. The new profit-sharing ratio
between M, J and R will be 5: 3: 2. R brought in Rs. 25,000 for his share of premium for goodwill. Pass necessary Journal
entries for the treatment of goodwill. (Delhi 2000)

Solution:
Journal
Date Particulars L.F. | Debit | Credit
4 4
Cash Afc Dr. 25,000
To Premium for Goodwill Afc 25,000
{ Being C brought his share of Goodwill in cash)
Premium for Goodwill A/c Dr. 25,000
To M's Capital A/c 12,000
To J's Capital A/c 12,500
(Being C's share of Goodwill distributed in M and J
in their sacrificing Ratio)

WorkingNotes :

1

Calaulating of Sacrifidng Ratio
Sacrifidng Ratio = Old Ratio - New Ratio

, 3 5 1
M5 15" 1o
g2 3 _ 1

5 10 10
M
e ) 1 1
Sacrifidng Ratio — 1 —
10 10
1.1
zZ
Distribution of R's share of Goodwill-

M oand N each will get =25,000 x % =¥12,500

Question 23.

A and B are in partnership sharing profits and losses in the ratio of 5: 3. C is admitted as a partner who pays Rs.40,000 as
capital and the necessary amount of goodwill which is valued at Rs. 60,000 for the firm. His share of profits will be 1/5th
which he takes 1/10th from A and 1/10th from B.

Give Journal entries and also calculate future profit-sharing ratio of the partners.

Solution:



Journal

Date Particulars L.F. Dehit Credit
T T
Cash A/c Dr. 52,000
To C's Capital Afc 40,000
To Premium for Goodwill Afc 12,000
(Being C brought capital and his share of
goodwill incash)
Premium for Goodwill A/c Dr. 12,000
To &'s Capital Afc 6,000
To, B's Capital A/ 6,000
(Being C's share of goodwill distributed in A and
B)

Working Notes -
1
AB

[~

Sacrifidng Ratio 1 :
10 1
101

]

2

Calculation of new profit sharing Ratio
A B

Old Ratio 5. 3

Mew Ratio = Qld Ratio - Sacrificing Ratio

ps= 2t _2L
g 10 40
pg= >_1 11
g8 10 40
AL B C
Mew Profit Sharing Ratio = E: E: 1
40 40 5
_21:11:8
40
=21:11:8
3
Distribution of C's share of Goodwill {in sacrificing Ratio)
1

A and B each will get =12, ODDM§ =35, 000

Question 24.

Anu and Bhagwan were partners in a firm sharing profits in the ratio of 3: 1. Goodwill appeared in the books at Rs.4, 40,000.
Raja was admitted to the partnership. The new profit-sharing ratio among Anu, Bhagwan and Raja was 2:2:1.

Raja brought Rs.1,00,000 for his capital and necessary cash for his goodwill premium. The goodwill of the firm was valued at
Rs.2,50,000.

Record necessary Journal entries in the books of the firm for the above transactions.

Solution:



Journal

Date Particulars L.F. Debit Credit
3 I
Anu's Capital AJc Dr. 3,30,000
Bhagwan's Capital A/c Dr. 1,10,000
To Goodwill Afc 4,40,000
( Being old goodwill written off in old ratio)
Cash A/c Dr. 1,50,000
To RajA's Capital A/c 1,00,000
To Premuim for Goodwill A/c 50,000
(Being capital and goodwill brought in by raju}
Premium for Goodwill A/c Dr. 50,000
Bhagwan's Capital A/c (% x 2,50,000) Dr. 37,500
To, Anu's Capital Alc (2_7[’:] x 2, 50,000) 87,500

(Being premium for goodwill adjusted )

vorking Notes :
1 Calculation of share in old Goodwill

AnU's share = 4,40,000 g - 330,000

Bhagwan's share = 4,40,000x ?11 =1,10,000

2 Calculation of Raja's Share of Goodwill
Raja's Share of Goodwill = Firm's Goodwill x Raja's Profit Share

= 250,000 x % - 50,000

3 Calculation of Sacrificing Ratio
sacrificing Ratio = Old share - New Share
Raja's share of Goodwill = Firm's Goodwill Raja's Profit Share

Anu's = 3_z2_ i(sacriﬁce)
4 5 20

1 Z 3 .
Bhagwan's = = - = = —(gain
9 4 £ 20(g )

Question 25.

A and B are partners sharing profits and losses in the proportion of 7:5. They agree to admit C, their Manager, into
partnership who is to get 1/6th share in the business. C brings in Rs.10,000 for his capital and Rs.3,600 for the 1/6th share of
goodwill which he acquire 1/24th from A and 1/8th from B. Profits for the first year of the new partnership amount
toRs.24,000. Make necessary Journal entire connection with C’'s admission and apportion the profits between the partners.
Solution:



Journal

Date Particulars L.F. Debit Credit
T T
Cash Afc Dr. 13,600
To C's Capital A/c 10,000
To Premium for Goodwill A/c 3,600
(Being brought capital and his share of goodwill )
Premium for Goodwill A/c Dr. 3,600
To A's Capital A/c 200
To B's Capital Adc 2,700

(Being C's share of goodwill transferred to A and B in their
sacrificing ratioi.e. 3:1)

Profit and Loss Appropriation A/c Dr. 24,000
To A's Capital Afc 13,000
To, B's Capital A/c 7,000
To, C's Capital A/c 4,000

(Being Profit after C's admission distributed )

workingMNotes :
1

A
Sacrificing Ratio L

Wom| e m

24
1

2

Distribution of C's share of Goodwill { in sacrificing ratio)
A owill be get = 3,600x%=1900

B will be get = 3,600x%=12700

3
Calaulation of Mew Profit sharing Ratio
MNew Ratio = Qld Ratio - Sacrificing Ratio

, 7 1 13
As=_L_ T _22
12 24 24
.5 1 7
ST =Rl
Ar B: C
MNew Profit Sharing Ratio = E: 7 : 1
24 24 6
=13:7:4
4
Distribution of C's share of Goodwill { in New Ratio)
A will be get = 24,000x§=€13, Q0
B will be get = 24,000x% % =¥7, 000
4

C will be get = 24,000 x = = 24,000

Question 26.

X and Y are partners sharing profits in the ratio of 3:1. Z is admitted as a partner for which he pays "30,000 for goodwill in
cash. X, Y and Z decided to share the future profits in equal proportion. You are required to pass a single Journal entry to
give effect to the above arrangement.



Solution:

Journal
Date Particulars L.F. | Debit | Credit
I I

Cash A/c Dr. 30,000

To Premium for Goodwill A/c 30,000
(Being X brought his share of goodwill )
Premium for Goodwill A/c Dr. 30,000
¥'s Capital A/c Dr. 7,500

To X's Capital A/c 37,500
(Being ¥ and Z share of gain in goodwill transferred to X's
Capital Account)

Working Note :

1

Calculation of Sacrificing Ratio
Sadifidng Ratio = Old Ratio - New Ratio
1 5

3 12
1 -1 i
§=E(Gammg)

Goodwill of the firm on the basis of 2's share

=30,ooox%

= £90,000
's gain in goodwill
1

= 90,000% —
AR

= 27,500

X owill get as a goodwill

= Z's share of Goodwill + ¥'s gain in Goodwill
= 30,000 + 7,500

=¥37,500

Question 27.

X and Y are partners in a firm sharing profits in the ratio of 3:2. On 1st April, 2009, they admit Z as a new partner for 1/4th
share in the profits. Z contributed the following assets towards his capital and for his share of goodwiill:

Stock Rs.60,000; Debtors Rs.80,000; Land Rs.1,00,000, Plant and Machinery Rs.40,000. On the date of admission of Z, the
goodwill of the firm was valued at Rs.6,00,000.

Record necessary Journal entries in the books of the firm on Z’s admission.



Solution:

(Being £'s share of goodwill distributed between X
and Y in sacrificing ratio )

Journal
Date Particulars L.F. Debit Credit
I T
Stock Afc Dr. 60,000
Debtors Afc Dr. 80,000
Land AJc Dr. 1,00,000
Plant and Machinery A/ Dr. 40,000
To Z's Capital A/c 1,30,000
To Premium for Goodwill A/t 1,50,000
(Being £ brought assets for his share of goodwill and
Capital)
Premium for Goodwill Afc Dr. 1,50,000
To X's Capital A/c 20,000
To ¥'s Capital A/c 60,000

Working Notes :

1

1

Z's share of Goodwill = 60,000 x 3 =1, 50,000

2

Distribution of Z's Goodwill

3

X will get = 1,50,000x = =290, 000

2

¥ will get = 1,50,000 x £=3 60,000

Question 28.
A and B are partners in a business sharing profits and losses in the ratio of 1/3rd and 2/3rd. On 1st April, 2012, their capitals

are Rs.8,000 and Rs. 10,000 respectively. On that date, they admit C in partnership and give him 1/4th share in the future

profits. C brings in Rs.8,000 as his capital and Rs.6,000 as goodwill. The amount of goodwill is immediately withdrawn by the

old partners in cash. Draft the Journal entries and show the Capital Accounts of all the Partners. Calculate proportion in

which partners would share profits and losses in future.

Solution:
Journal
Date Particulars L.F. Debit Credit
T 4
Cash Afc Dr. 14,000
To C's Capital A/c 8,000
To Premium for Goodwill A/c 6,000
(Being C brought capital and his share of goodwill)
Premium for Goodwill A/c Dr. 6,000
To A's Capital Afc 2,000
To B's Capital AJdc 4,000
(Being C's share of goodwill distributed between A and B
in sacrificingratioi.e. 1:2)
A's Capital Ajc Dr. 2,000
B's Capital AJc Dr. 4,000
To Cash A/c 6,000
(Being amount of goodwill withdrawn by A and B)
Partner's Capital Accounts
Dr. Cr.
Particulars A B C Particulars A B C
To Cash Alc 2,000 4,000 By Balance b/d 8,000 10,000
By Cash A/c 8,000
By Premium for Goodwill 2,000 4,000
To Balance c/d 8,000 10,000 8,000
10,000 14,000 8,000 10,000 14,000 8,000




Calculation of New ( Future ) Ratio
A8

Old Ratio 1 : 2
33

Cisadmitted for % share of profit

Let combined share of all partners after C's admission be=1
Combined share of A and B's admission = 1- C's share

as= 1,33
> 4 1z
Bls=2,2_6
3 4 12
AB:C
Mew Profit Sharing Ratio = 3 : & :l
& 12 4
_3:6:3
C1z
=121
Distributcn of Premium for Goodwill

A will get = 6,000%42,000

B will get = 6,000><%=€4, 000

Question 29.
A and B were partners in a firm sharing profits and losses in the ratio of 3: 2. They admitted C as new partner for 3/7th share



in the profit and the new profit-sharing ratio will be 2:2:3. C brought Rs.2,00,000 as his capital and Rs.1,50,000 as premium
for goodwill. Half of their share of premium was withdrawn by A and B from the firm. Calculate sacrificing ratio and pass
necessary Journal entries for the above transactions in the books of the firm. (Delhi 2009)

Solution:
Journal
Date Particulars L.F. Debit Credit
3 g
Cash Alc Cr. 3,50,000
To C's Capital A/kc 2,00,000
To Premium for Goodwill A/c 1,50,000
(Being C brought capital and Premium for
goodwill)
Premium for Goodwill A/c Dr. 1,50.000
To A's Capital A/c 1,10,000
To B's Capital Adc 40,000
{Being premium for Goodwill distributed )
Al's Capital Afc Dr. 55,000
B's Capital A/c Dr. 20,000
Ta Cash A/c 75,000
(Being half of the goodwill withdrawn by A and B)

Caloulation of Sacrifidng Ratio
Sacrificing Ratio = Qld Ratio - Mew Ratio

pe = o_2_11

5 7 35
Bg==2_2_4

5 7 35
Sacrificing Ratio = i : s

35 35
=11:4

Working Notes -
1
Distribution of Premium for Goodwill
£ will get = 1,50,000x%=ﬂ, 10,000
B will get = 1,50,000x %=§'40, 000
Z2
Amount of Premium for Goodwill withdrawn

A will withdrawn = 1,10,000><% =3¥55,000

40,000% % =720, 000

B will withdrawn

Question 30.

X and Y are partners sharing profits and losses equally. They admit Z for 1/4th share by payingRs. 5,000 out of his share of
Rs.9,000 of goodwill. Goodwill already appears at Rs.30,000.

Give Journal entries to record the above transactions.

Solution:



Journal

Date Particulars L.F. Dehit Credit
T I

K's Capital A/c Dr. 15,000
¥'s Capital A/c Dr. 15,000

To Goodwill Afc 30,000
(Being goodwill written-off)
Cash Afc Dr. 5,000

To Premium for Goodwill A/c 5.000

(Being £ brought Rs 5000 in cash out of his share
of goodwill)

Z's Capital A/c Dr. 5.000

Premium for Goodwill A/c Dr. 4,000
To X's Capital A/c 4,500
To ¥Y's Capital AJc 4,500

(Being Z's share of goodwill distributed between
X and Y in sacrificing Ratio)

wWorkingNotes :
1 Writing of Qld Goodwill

¥ and ¥ eadh capital accounts will be debited by = 30,000)(% =¥15,000

2 Distributicn of 2's share of Goodwill
¥ oand Y will sacrifice in the old ratic (i.e. 1:1) as new ratic of the firm is not given.
1

®oand Y will get = 9,000x 5 =34, 500 each
Question 31.
A and B are partners sharing profits in the ratio of 2:1. They admit C for 1/4th share in profits. C brings in Rs.30,000 for his
capital and Rs.8,000 out of his share of Rs.10,000 for goodwill. Before admission, goodwill appeared in books at Rs.18,000.
Give journal entries to give effect to the above arrangement.



Solution:

Journal
Date Particulars L.F. Debit Credit
4 T
A's Capital Afc Dr. 12,000
B's Capital A/c Dr. &,000
To Goodwill Afc 18,000
{ Being goodwill written-off)
Cash Alc Dr. 38,000
To C's Capital A/c 30,000
To Premium for Goodwill A/c 8,000
(Being C brought capital and goodwill)
Premium for Goodwill Afc Dr. 8,000
C's Capital A/c Dr. 2,000
To A's Capital Afc 6,667
To B's Capital A/c 3,333
(Being C's share of goodwill distributed between Aand B in
sacrificing Ratio)

WorkingNotes :
1 Writing- off of Goodwill
2

A's Capital Accounts will be debited by =18,000x §=112, 000

B's Capital Accounts will be debited by =18,000 %=?6, 000

2 Distribution of C's share of Goodwill

A will get = 10,000% —26, 667

B will get = 10,000 % % -23 333

Question 32.

A and B are partners sharing profits in the ratio of 3:2. Their books show goodwill at Rs.2,000. C is admitted with 1/4th share
of profits and brings in Rs.10,000 as his capital but is not able to bring in cash for his share of goodwill Rs.3,000. Draft
Journal entries.

Solution:
Journal
Date Particulars L.F. Dehit Credit
T I
A's Capital Afc Dr. 1,200
B's Capital A/c Dr. 800
To Goodwill Afc 2,000
(Being goodwill written-off at the time of C's
admission)
Cash A/c Dr. 10,000
To C's Capital A/c 10,000
(Being Capital brought by C)
C's Capital A/c Dr. 3,000
To A's Capital A/c 1,800
To B's Capital Adc 1,200
(Being C's share of capital charged from his capital
distributed between A and B in their sacrificing ratio)

Working Notes :
Writing off of goodwill already in the books (JE 1)

A's Acoount will be debited with = 3000 % g =T, 200

B's Acoount will be debited with = 3000 x % =¥300



Question 33.

On the admission of Rao, it was agreed that the goodwill of Murty and Shah should be valued at Rs.30,000. Rao is to get
1/4th share of profits. Previously Murty and Shah shared profits in the ratio of 2. Rao cannot bring in any cash. Give Journal
entries when in the books of Murty and Shah: (a) there is no Goodwill Account and (b) Goodwill appears at Rs.10,000.
Solution:

1 Calaulation of Rad's share of Goodwill

Rac's Share of Goodwill = 30,000« ?ll =¥7, 500
2 Adjustment of Rac's share of Goodwill
Murty will get = 7,500 g 24,500

Shah will get = 7,500% -3, 000

a. Where there is no Goodwill Account

Journal
Date Particulars L.F. Debit Credit
T T
Rao's Capital A/c Dr. 7,500
To Murty's Capital A/c 4,500
To Shah's Capital A/c 3,000
(Being Rao’s share of goodwill charged
from his capital account and distributed
between Murty and Shah in sacrificing
ratioi.e. 3:2)
b. Goodwill appears at 10,000
Journal
Date Particulars L.F. Debit Credit
T T
Murty’s Capital A/c Dr. 6,000
Shah's Capital A/c Dr. 4,000
To Goodwill Afc 10,000
(Being goodwill written-off at the time of Rao's
admission in old ratio)
Rao's Capital A/fc 7,500
To Murty's Capital A/c 4,500
To Shah's Capital A/fc 3,000
(Being Rao's share of goodwill charged from his
capital Account and distributed between Murty and
Shah in sacrificing ratio i.e.,3:2)

Question 34.

Anil and Sunil are partners in a firm with fixed capitals of Rs.3,20,000 and Rs.2,40,000 respectively. They admitted Charu as
a new partner for 1/4th share in the profits of the firm on 1st April 2015.Charu brought Rs.3,20,000 as her share of capital.
Calculate value of goodwill and record necessary Journal entries.

(Al 2013 C)



Solution:

Journal
Date Particulars L.F. Dehit Credit
T T

Bank A/c Dr. 3,20,000

To Charu's Capital A/c 3,20,000
(Being capital brought in by charu)
Charu's Current A/c 1,00,000

To Anil's Capital Afc 50,000

To Sunl's Capital Adc 50,000
(Being Charu's share of goodwill adjusted
through current accounts)

WorkingMNotes :
Calculaticn of Hidden Goodwill

Total capital of the firm on the basis of Charu's Capital = 3,20,00x ? = 12,80, 000

(8,80,000)

Less @ Adjusted capitals of Old Parmers + Incoming Partner's Capital = 10000

. Charu' s share of Goodwill = 4, 00, 000 x % =1, 00, 000

Question 35.

Bhuwan and Shivam were partners in a firm sharing profits in the ratio of 3:2. Their capitals were Rs.50,000 and Rs.75,000
respectively. They admitted Atul on 1st April, 2013 as a new partner for 1/4th share in the future profits. Atul brought
Rs.75,000 as his capital. Calculate the value of goodwill of the firm and record necessary Journal entries for the above
transactions on Atul's admission.

(Foreign 2014)

Solution:

The Journal entries are as follows :

Journal
Date Particulars L.F. Debit Credit
3 I

Bank/ Cash A/c Dr. 75,000

To Atul's Capital A/c 75,000
(Being for capital brought on Atul's admission)
Atul's Capital A/c Dr. 25,000

To Bhuwan's Capital A/c 15,000

To Shivam's Capital Afc 10,000
(Being for goodwill distributed in sacrificing ratio of
3:2)

Here, Atul's entered into partnership for 1/4th share in future profits,

He contributes 75,000 towoards his share of capital.

Taking Atul's capital as the base, we can calculate the firm's capital as;

Firm's Capital = New Partner's Capital x Redprocal of his share i.e.,= 75,000 x 4
= £3,00,000

However, the total capital as at that date is $2,00,000 (i.e. 50,000+75,000)

S0, the difference of 1, 00,000 is hidden goodwill,

Atul's share in goodwill - 1/4th of 1,00,000 = 25,000

Question 36.

A and B are partners in a firm with capital of Rs.60,000 and Rs.1,20,000 respectively. They decide to admit C into the
partnership for 1/4th share in the future profits. C is to bring in a sum of Rs.70,000 as his capital. Calculate amount of
goodwill.

(Al 2008 C)



Solution:

Actual Capital of the firm after admission of C
= A's Capital + B's Capital + C's Capital

= 60,000 + 1,20,000 + 70,000

= 2,500,000

Capitalised walue of the firm on the basis of C's share = 70,000« % =¥2,80,000

Goodwill = Capitalised value of the firm - Actual Capital of the firm
= 2,80,000 - 2,50,000
= £30,000

Question 37.

X and Y are partners with capital of Rs.50,000 each. They admit Z as a partner with 1/4th share in the profits of the firm. Z
brings in Rs.80,000 as his share of capital. The Profit and Loss Account showed a credit balance of Rs.40,000 as on date of
admission of Z.

Give necessary Journal entries to record the goodwill.

Solution:

Total Capital of the firm after Z's admission .
= ¥'s Capital + ¥'s Capital + undistributed Profits + 2's Capital
= 50,000 + 50,000 +40,000 + 20,000

= 22,20,000
Capitalised value of the firm on the basis of Z's share = 80,000« ? =3, 20,000
Goodwill = Capitalised value of the firm - Total Capital after Z2's admission

= 3,20,000 - 2,20,000

= 21,00,000

Question 38.

Asin and Shreyas are partners in a firm. They admit Ajay as a new partner with 1/5th share in the profits of the firm. Ajay
bring Rs.5,00,000 as his share of capital. The value of the total assets of the firm was Rs.15,00,000 and outside liabilities
were valued at

Rs.5,00,000 on that date. Give necessary Journal entry to record goodwill at the time of Ajay’s admission. Also show your

workings.
(Al 2013)
Solution:
Journal
Date Particulars L.F. Debit Credit
T I
Ajay's Capital A/c Dr. 2,00,000
To Asin's Capital A/c 1.00,000
To Shreya's Capital A/c 1.00,000
(Being Ajay’s share of goodwill distributed among the
old partners in their sacrificing ratio 1:1)

Working Notes:

Calculation of Goodwill brought in by Ajay

walue of firm's goodwill = Capitalised value of the firm - Net worth

Capitalised walue of the firm = Share of Ajay's capital Reciprocal of Ajay's share
=5,00,000 x ? =325, 00,000

Met worth of the new firm = Total assets - Qutside liabilities + Ajay's capital

= 15,00,000 - 5,00,000 + 5,00,000 = #15,00,000

walue of firm's goodwill = Capitalised wvalue of firm - Met worth of the new firm
= 25,000,000 - 15,000,000 = $10,00,000

Ajay's share of goodwill = 10,000,000« %=§'2, 00, Q00



Question 39.

Disha and Divya are partners in a firm sharing profits in the ratio of 3: 2 respectively. The fixed capital of Disha is
Rs.4,80,000 and Rs.3,00,000. On 1.4.2015 they admitted Hina as a new partner for 1/5th share in future profits. Hina brought
Rs.3, 00,000 as her capital. Calculate value of goodwill of the firm and record necessary Journal entries on Hina’'s admission.
(Delhi 2013 C)

Solution:
Journal
Date Particulars L.F. Debit Credit
T T
Bank A/c Cr. 3,00,000
To Hina's Capital A/c 3,00,000
(Being capital brought in by Hina)
Hina's Current A/c Dr. 84,000
To Disha's Current A/c 50,400
To Divya's Current AJ/c 33,600
(Being Hina's Share of goodwill adjusted through
current accounts)
Working Note :
Calculatation of Hidden Goodswill
Total Capital of the firm on basis of Hina's capital (3,00, 000 % %) =15,00,000

Less @ Adjustment capital of old partners + Incoming partners capital = 10,80,000
4,20.000
Hina's share of Goodwill ;

4,20,000 x %= 84, 000

Question 40.

E and F were partners in a firm sharing profits in the ratio of 3:1. They admitted G as a new partner on 1st March, 2015 for
1/3rd share. It was decided that E, F and G will share future profits equally G brought Rs.50,000 in cash and machinery worth
Rs.70,000 for his share of profit as premium of goodwiill

Pass necessary Journal entries in the books of the firm.



Solution:

Journal
Date Particulars L.F. Debit Credit
T T

Cash Alc Dr. 50,000
Machinery Afc Dr. 70,000

To Premium for Goodwill A/c 1,20,000
(Being G brought cash 50,000 and Machinery T70,000 for his
share of Goodwill)
Premium for Goodwill A/c Dr. 1,20,000

To E's Capital A/c 1.20,000
(Being G share of goodwill transferred to E's Capital Account)
F's Capital A/c Dr. 30,000

To E's Capital A/c 30,000

(Being F's share of gain in goodwill charged from his capital and
transferred to E's capital)

wWorking Notes :
1.
E:F
Old Ratio 3: 1
E:F:G
Mew Ratio =9:1:1
Sacrificing Ratio = Old Ratio - New Ratio

\ 3 1 5
Es= —-=-=—
4 3 iz
pe= i 1 1
4 3 12

2

Calculation of F's share of gain in Goodwill
's share of Goodwill= 50,000 + 70,000=¥1, 20, 000

Goodwill of the firm on the basis of G's share= 1,20,000 xI =¥3 680,000

F's share of gain in Goodwill= 3,6OJOOO><%=!30, 000

Question 41.

X and Y are partners in a firm sharing profits and losses in the ratio of 3: 2. They admit Z as a new partner for 1/5th share.
The goodwill of the firm is valued at Rs.10,000. Goodwill already appears in the books at Rs.5,000. Z brings in 60% of his
share of goodwill and Rs.40,000 as his capital in cash. The amount of goodwill brought in cash is withdrawn by the
concerned partners to the extent of 30% of what is credited to them. The profits for the first year of new partnership

3

amounted to Rs.20,000. Give necessary Journal entries to adjust goodwill and to distribute profits.

Solution:




Journal

Date

Particulars

L.F.

Debit
T

Credit
F

w

X's Capital A/c
Y's Capital A/c
To Goodwill Afc

(Being goodwill written off at the time of Z's admission)

Dr.
Dr.

3,000
2,000

5,000

Cash Asc
To Z's Capital Afc
To Premium for Goodwill A/fc

(Being 7 brought capital and 60% of the share of his goodwill
incash)

Dr.

41,200

40,000
1,200

Premium for Goodwill A/c
£'s Capital Adc
To X's Capital A/c
ToY's Capital A/c

(Being Z's share of goodwill adjusted in X and Y is capital
account in sacrificing ratio)

Dr.
Dr.

1,200
800

1,200
800

X's Capital A/c
Y's Capital A/c
To Cash A/c

(Being 30% of the amount of goodwill which was brought in
cash withdrawn)

Dr.
Dr.

214
144

Profit and Loss Appropriation A/
To X's Capital A/c
ToY's Capital A/c
To Z's Capital Afc

(Being Profit after admission of Z distributed in the new ratio)

Dr.

20,000

2,600
6,400
4,000

Working Notes:

1 Caoaulation of Mew Profit Sharing Ratio
o

Old Ratio 5:2

Z iz admitted for % share

Let the total profit of the firm be re 1

So the remaining profit after 2's admission = 1 + 2's share = 1- <

1

4
5

Mew Ratio = Old Ratio x Combined capital of ¥ and Y after admission of 2

Mew Ratio of X = §><f'=E
5 5 25
Mew Patio of ¥ = gxiLi
5 5 5

o E

- ) . iz g 1

Mew Profit Sharing Ratio = =i E

_ 12:8.5

25

2 written-off of goodwill already appearing in the books

3

X's Capital Account will be debited = 5,000« = =33, 000

2

Y's Capital Acocount will be debited = 5,000 = =32,000

3 Calculation of Z's share of Goodwill

Z's share of goodwill =Goodwill x é =10,000x é =¥2,000

&0

Armount of goodwill brought in cash by 2 = 2,000 x — =%1, 200

100




Distribution of Z2's share of Goodwill

Amount of goodwill charged from Z's Capital Account = 2,000 = % =T200

X will get for goodwill = 2,000><§=€1, 200

Y owill get for goodwill = 2,000 % % =T300

4 Amount of goodwill withdrawn by X and
Goodwill withdrawn in cash = Amount of goodwill brought in cash x Partner's share x 30%

Withdrawn by X = 1,200x§x£ =I216

5 100
) _ 230
withdrawn by ¥ = 1,200 = * 106 =T144

5 Distribution of Profit earned after Z2's admission (in New Ratio)

% will get = 20,000% % —29,600

¥ will get = 20,000 x % _26, 400

Z will get = 20,000x 2_54 24,000

Question 42.
Solution:

Mr. A commenced business with a capital of ¥ 2, 50,000 on 15tapril, 2011. During the five years ended 315t March, 2016, the following
profits and losses were made.

315t March 2012 Loss ¥5,000

315 March 2013 Profit313,000
315t March 2014 Profit¥17,000
315 March 2015 Profit T20,000
315t March 2016 Profit 25,000

During this period he had drawn 340,000 for his personal use. On 1st April, 2016, he admitted B into partnership on the following
terms: B to bring for his half share in the business, capital equal to A's Capital on 31st March, 2016 and to pay for the one-half share of
goodwill of the business, on the basis of three times the average profit of the last five years. Prepare the statement showing what
amount B should invest to become a partner and made entries to record the transactions pertaining to admission.



Capital as on April 01,2011 2,50.000
Less: Loss in 2012 (5,000)
Add: Profitin 2013 13.000
Add: Profitin 2014 17.000
Add: Profit in 2015 20,000
Add: Profitin 2016 25,000

3,20,000
Less: Drawings (40,000}
A's Capital as on March 31,2014 2.80,000

Calculation of Goodwill
-5,000+ 13,000+ 17,000+20,000+25,000

Average Profit = = =¥14, 000
Goodwill of the firm = Average Profit x Number of Years purchases
=14000 = 3
= 42,000
B's share of Goodwill = 42,000 x % =321,000
B's Capital = A's Capital as on March 31,2016 = $2,80,000
Journal
Date Particulars L.F. Debit Credit
T 4
Cash A/c Dr. 3,01,000
Ta B's Capital Adc Dr. 2,80,000
To Premium for Goodwill A/c 21,000
(Being B brought capital and goodwill)
Premium for Goodwill A/c Dr. 21,000
Ta A's Capital Alc 21,000
(Being B's share of goodwill transferred to A's capital
Accounts)
Question 43.

X and Y are partners in a firm sharing profits and losses in the ratio of 3:2. On 1st April, 2016, they admit Z as a new partner
for 1/5th share in profits. On that date, there was a balance of Rs.1,50,000 in General Reserve and a debit balance of
20,000 in the Profit and Loss Account of the firm. Pass necessary Journal entries regarding adjustment of reserve and

accumulated profit/loss.



Solution:

Journal
Date Particulars L.F. Debit Credit
T T
General Reserve A/c Dr. 1,50,000
To X's Capital A/c 20,000
ToY's Capital A/c 60,000
(Being adjustment of balance in General reserve A/c
in old ratio)
K's Capital A/c Dr. 12,000
¥'s Capital A/c Dr. 8,000
To Profit and Loss AJc 20,000
(Being adjustment of debit balance in PandL A/cin
old ratio)

WorkingMNotes :
1 Calculation of Share of General Reserve

w's share = 1,50,000 x g _ 20, 000

Y¥'s share = 1,50,000x % _ 60,000

Z Calaulation of Share of Debit Balance in P&L Afc

x's share = 20,000« g = 12,000

Y's share = 20,000 % = 5,000

Question 44.

X and Y were partners in a firm sharing profits and losses in the ratio of 2:1. Z was admitted for 1/3rd share in the profits. On
the date of Z's admission, the Balance Sheet of X and Y showed General Reserve of Rs.2,50,000 and a credit balance of
Rs.50,000 in Profit and Loss Account. Pass necessary Journal entries on the treatment of these items on Z's admission.

Solution:
Journal
Date Particulars L.F. Debit Credit
T 4
General Reserve A/t Dr. 2,50,000
Profit and Loss A/c Dr. 50,000
To X's Capital A/c 2.00,000
To ¥'s Capital AJ/c 1.00,000
(Being Adjustment of balance in General Reserve A/c and
PandL in old ratio)

WorkingMNotes
Wil 1 Calculation of Share of General Reserve 8P 2 L A/

‘X's share = 3,00,000 x % -2,00,000

¥'s share = 3,00,000% - 1,00, 000

Question 45.

A and B is partners sharing profits and losses in the ratio of 3/4: 1/4. They agree to admit C in to business. C is to get 1/4th
share of the future profits. At the time of C's admission, there was a General Reserve of Rs.4,000 appearing in the Balance
Sheet of A and B. Revaluation of assets and liabilities resulted in gain of Rs.2,000. Pass necessary Journal entries on C’'s
admission.



Solution:

Journal
Date Particulars L.F. Debit Credit
4 4

General Reserve Alc Dr. 4,000
Revaluation A/c Dr. 2,000

To A's Capital A/c 4,500

To B's Capital A/c 1,500
(Being profit on Revaluation and General Reserve
distributed between A and B in old ratio)

Working Notes

A's Capital Account will be credited by= (4,000+2,000) xg =¥4, 500

B's Capital Acoount will be credited by= (4,000+2,000) x%f? 1,500

Question 46.

At the time of admission of a new partner, the assets and liabilities were revalued. The following revaluations were made:
a. A Provision for Doubtful Debts @10% was made on Sundry Debtors (Sundry Debtors Rs.50,000).

b. Creditors were written back by Rs.5,000.

c. Building was appreciated by 20% (Book value of Building Rs.2,00,000).

d. Unrecorded Investments were worth Rs.15,000.

e. A Reserve of Rs.2,000 were made for an Outstanding Bill for repairs.

f. Unrecorded Liability towards suppliers was Rs.3,000.

g. Value of Stock and Machinery to be reduced by 10% (Book Value of: Stock Rs. 1,00,000; Machinery Rs.2,00,000).
Pass necessary Journal entries.

Solution:
Journal
Date Particulars L.F. Debit Credit
I I
Creditors A/c Dr. 5,000
Building A/c Dr. 40,000
Investments Afc Dr. 15,000
To Revaluation A/c 60,000
(Being increase in assets and decrease in liabilities transferred
to Revaluation Account)
Revaluation A/c Dr. 40,000
To Provision for Doubtful Debts Afc 5,000
To Reserve for outstanding Repairs Bill A/c 2,000
To Creditors A/c 3,000
To Stock Afc 10,000
To Machinery A/c 20,000
(Being increase in liabilities, decrease in assets and certain of
reserves and provisions transferred to Revaluation Account)
Revaluation Afc Dr. 20,000
To Partner's Capital A/c 20,000
(Being profit on Revaluation transferred to Partner's Capital)




Question 47.

A and B are partners sharing profits in equal proportion. Following is the Balance Sheet of the of the firm as at 315! March,
2016
Balance Sheet(after change in Profit Sharing Ratio)

Liabilities I Assets T

Creditors 40,000 |Cash in Hand 2,000

Galaries Outstanding 14,000 |Cash in Bank 10,000
W's Capital 50,000 Sundry Debtors 42,000

B's Capital 45,000 95,000 Less: Provision for 4,000 38,000

Doubtful Debts

Bill Receivable 17,000

Stock 20,000

Investments 20,000

Furniture 5,000

Building 37,000

1,49,000 1,49,000

Before C joins the firm as a partner, it was decided that the provision for doubtful debts be raised to 6,500 and the furniture be
valued at ¥4,500. The value of the Building has been mutually arrived at ¥45,000. Personal investments of A worth 74,300 be treated
as firm's investments. A claim of 1,200 by an ex-employee has been admitted and the same be provided.

Pass Journal entries; prepare Revaluation Account and Balance Sheet after giving effect to the above.

Solution:
Journal
Date Particulars L.F. Debit Credit
4 I
Revaluation Afc Dr. 4,200
To Provision for Doubtful Debts A/c 2,500
To Furniture Afc 500
To Qutstanding Employees Compensation A/c 1,200
(Being decrease in assets, increase in liabilities and provision
transferred to Revaluation Account)
Building AJ/c Dr. 8,000
To Revaluation A/c 8,000
(Being increase in value of building transferred to Revaluation Account)
Revaluation A/c Dr. 3,800
To A's Capital A/c 1,900
To B's Capital A/c 1,900
(Being profit from Revaluation Account, transferred to A and B's Capital
Account intheir old i.e. 1:1)
Investment A/c Dr. 4,300
To A's Capital A/c 4,300
(Being A introduced capital in the form of personal investment)
Partner's Capital Accounts
Dr. Cr.
Particulars A B Particulars A B
By Balance b/d 50,000 45,000
By Revaluation A/c(Profit) 1.200 1,900
By Investments A/c 4,300
To Balance c/d 56,200 44,900
56,200 44,900 56,200 46,900




Balance Sheet
(after Revaluation)

Liabilities I Assets 4
Creditors 40,000 |Cash in Hand 2,000
Salaries Outstanding 14,000 |Cash in Bank 10,000
Outstanding Employee's 1,200
Compensation
A's Capital 56,200 Sundry Debtors 42,000
B's Capital 446,900 1,03,100 Less: Provision for Doubtful 35,500
Debts
Bill Receivable 17,000
Stock 20,000
Investments 20,000
Add: A's Personal Investment 4,300 24,300
Furniture (5,000-500) 4,500
Building (37,000+8000) 45,000
1,58,300 1,58,300

Question 48.

Mukesh and Rajesh are sharing profits in the ratio of 2:1. Their capitals are Rs. 5,000 and Rs.4,000 respectively. They admit
Somesh to a 1/3rd share in the profits of the firm on his bringing in Rs.1,000 for goodwill and Rs. 4,000 as capital. Somesh
brings in the necessary amount.

Assuming that there are no creditors of the firm, give (a) Journal entries to record the above in the books of the firm and (b)
the initial Balance Sheet of the new firm.

Solution:
Journal
Date Particulars L.F. Debit Credit
T T
Cash Afc Cr. 5,000
To Somesh Capital Afkc 4,000
To Premium for Goodwill A/c 1,000
(Being Somesh brought capital and share of
goodwill in cash)
Premium for Goodwill Afc Cr. 1,000
To Mukesh's Capital Afc 667
To Rajesh's Capital A/c 333
(Being Somesh's goodwill transferred to Mukesh
and Ramesh's capital accounts in their sacrificing
ratioie. 2:1)
Balance Sheet
(after admission of Somesh)
Liabilities T Assets 4
Capital : Sundry Assets 14,000
Mukesh (5,000+667) 5,667 |(Balance Figure)
Rajesh (4,000+333) 4333
Somesh 4,000 4,000
14,000 14,000

Working Notes :
1
Mukesh @ RAjesh
Sadifidng Ratio = 21
2 Distribution of Premium for Goodwil|

Mukesh will get = 1,000 x % 2567

Suresh will get = l,DDOx% =¥ 333



Question 49.

X, Y and Z are equal partners with capitals of Rs.1,500; Rs.1,750 and Rs.2,000 respectively. They agree to ‘admit W into
equal partnership upon payment in cash of Rs.1,500 for 1/4th share of the goodwill and Rs.1,800 as his capital, both sums to
remain in the business. The liabilities of the old firm amounted to Rs. 3,000 and the assets, apart from cash, consist of
Motors Rs. 1,200, Furniture Rs.400, Stock Rs.2,650 and Debtors 3,780. The Motors and Furniture were revalued at Rs.950
and Rs.380 respectively.

Draft Journal entries to give effect to the above arrangement and also show Balance Sheet of the new firm.

Solution:
Balance Sheet
(before admission of W)
Liabilities 4 Assets 4
Mators 1,200
Capital : Furniture 400
X 1,500 Stock 2,650
¥ 1,750 Debtors 3,780
z 2,000 5.250 |Cash(Balancing Figure) 220
Other Liabilities 3,000
8,250 8,250
Journal
Date Particulars L.F. Debit Credit
I T
Cash A/c Dr. 3,300
To W's Capital A/c 1,800
To Premium for Goodwill A/c 1,500
(Being W brought his share of goodwill and capital in cash)
Premium for Goodwill A/c Dr. 1,500
To X's Capital A/c 500
ToY's Capital A/c 500
To Z's Capital Afc 500
(Being premium for goodwill distributed between XY and Z
in sacrificing ratio)
Revaluation A/c Dr. 270
To Motors Adc 250
To Furniture A/fc 20
(Being decrease invalue of Motors and Furniture
transferred to Revaluation Account)
H's Capital A/c Dr. o0
¥'s Capital A/c Dr. 20
7's Capital A/c Dr. 20
To Revaluation A/c 270
(Being loss on revaluation transferred to Capital Account)




Balance Sheet
[after admission of W)

Liabilities T Assets T

Motors (1,200-250) 950

Capital : Furniture (400-20) 380

X (1,500-90+500) 1,910 |Stock 2,650

¥ (1,750-90+500) 2,160 |Debtors 3,780

Z (2,000-20+500) 2410 |Cash(220+3,300) 3,520
W 1,800
Other Liabilities 3,000

11,280 11,280

Working Notes :
1

Xz
Sacrifidng Ratio = 1:1:1

2

Distribution of Premium for Goodwil|

¥ Y and 2 each will get = 1,500x% =¥ 300
3

Distribution of loss Revaluaton

X,F and Z each will get 270 x % =330(0ld Ratio)

Question 50.

A and B, carrying on business in partnership and sharing profits and losses in the ratio of 3:2, require a partner, when their Balance
Sheet stood as:

Liahilities T Assets T
Cash 1,500
Creditors 11,800 [Stock 28,000
IW'sCapital 51,450 |Debtors 19,500
B'Capital 36,750 |Furniture 2,500
Machinery 48,500
1,00,000 1,00,000

They admit C into partnership and give him 1/8th share in the future profits on the following terms:
a. Goodwill of the entire firm be valued at twice the average of the last three years' profits amounted to?21,000; ¥24,000 and
325,560.
b. Cis to bring in cash for the amount of his share of goodwill.
c. Cis to bring in cash ¥15,000 as his capital.

Give Journal entries recording these transactions, draw out the Balance Sheet of the new firm and new profit-sharing ratio.



Solution:

(Being premium for goodwill distributed between A
and B in sacrificing ratio i.e,, 3:1)

Journal
Date Particulars L.E. Debit Credit
I 4
Cash A/c Dr. 20,880
To C's Capital A/c 15,000
To Premium for Goodwill A/c 5,880
(Being C brought capital and share of goodwill)
Premium for Goodwill A/c Dr. 5,880
To A's Capital Afc 3,528
To B's Capital A/t 2,352

Partner's Capital Accounts

Dr. Cr.
Particulars A B C Particulars A B C
To Balance c/d 54,978 39,102 | 15,000 |ByBalance b/d 51,450 36,750
By Cash A/c 15,000
By Premium for Goodwill 3,528 2,352
Adc
54,978 39,102 | 15,000 54,978 39,102 15,000
Balance Sheet
(after admission of C)
Liabilities T Assets T
Cash (1,500+ 20,880) 22,380
Capital : Stock 28,000
A 54,978 Debtors 19,500
B 39,102 Furniture 2,500
C 15,000 1,09,080 |Machinery 48,500
Creditors 11,800
1,20,880 1,20,880




Caloulation of Mew Profit Sharing Ratio
AB
Old Ratio 3:2

Cis admitted for %Share of prefit

Let combined sharing of all partners after admission of Che = 1
Combined share of & and B after C's admission = 1 - C's share

i
= 1 —_—
g
= Z
8
Mew Ratio = Old Ratio x Combined share of ¥ and
alsoSl_ 2l
5 8 40
Bla 2,/ _14
5 & 40
ABC
Mew Profit Sharing Ratio = 21 : 14 : 1
40 40 8
_ 21145
40
=21:14:5
Working Notes:

1

Calculation of Goodwill

21,000+24,000+25,560
3

Average Profit =

= 723,520
Goodwill of the firm = Average Profit = NMumber of Years purchase
= 23,520 x 2

= 247,040

C's share of Goodwill = 47,040 x % =15 880

2

Distribution of Premium for Goodwill
A will get = 5,880x§
=73,528

B will get = 5,880x%

= 22,352



Question 51.

Following was the Balance Sheet of A and B who were sharing profits in the ratio of 2:1 as at 315t March, 2016:

Liabilities I Assets 3z
Building 25,000
ICapital A/c's Plant and Machinery 17,500
A 15,000 Stock 10,000
B 10,000 25,000 |Sundry Debtors 4,850
Sundry Creditors 32,950 |Cash in Hand 600
57,950 57,950

They agree to admit C into the partnership on the following terms:
a. Cwas to bring in 7,500 as his capital and 3,000 as goodwill for 1/4th share in the firm.
b. Values of the Stock and Plant and Machinery were to be reduced by 5%.
c. Areserve was to be created in respect of Sundry Debtors ¥375.
d. Building Account was to be appreciated by 10%.

Pass necessary Journal entries to give effect to the arrangements. Prepare Profit and Loss Adjustment Account (or Revaluation
Account), Capital Accounts and Balance Sheet of the new firm.

Solution:

Journal

Date Particulars L.F. Debit Credit
T I

Profit and Loss Adjustment A/c Dr. 1,750
To Stock Adc 500
To Plant and Machinery Afc 875
To Reserve for doubtful debts A/c 375

(Being decrease in stock and Plant and creation of Reserve
for Doubtful Debt transferred to Profit and Loss
Adjustment Account)

Building A/fc Dr. 2,500
To Profit and Loss Adjustment A/c 2,500

(Being increase in value of Building of transferred to Profit
and Loss Adjustment Accounts)

Profit and Loss Adjustment A/c Dr. 750
To A's Capital A/c 500
To B's Capital AJc 250

(Being profit on revaluation of asset and liabilities
distributed between A and B in their old ratio)

Cash A/t Dr. 10,500
To C's Capital A/c 7,500
To premium for Goodwill A/c 3,000

(Being C brought capital and share of goodwill)
Premium for Goodwill A/c Dr. 3,000
To A's Capital A/c 2,000
To B's Capital Afc 1,000

(Being premium for goodwill distributed between Aand B
in their sacrificing ratio i.e. 2:1)




Profit and Loss Adjustment Accounts
Dr. Cr.

Particulars T Particulars I
To Stock Alc 500
To Plant and Machinery A/c 875 |By Building A/c 2,500
To Reserve for Doubtful Debts A/c 375
To Profit transferred to
A Capital Asc 500
B Capital A/c 250
2,500 2,500
Partner's Capital Accounts
Dr. Cr.
Particulars A B C Particulars A B C
By Balance b/d 15,000 10,000
To Balance c/d 17,500 11,250 7500 |ByCash Adc 7,500
By Premium for Goodwill AJc 2,000 1,000
By Profit and Loss A/c 500 250
By Adjustment A/c(Profit)
17,500 11,250 7,500 17,500 11,250 | 7,500
Balance Sheet
as on March 31,2016 after admission of C
Liabilities I Assets I
Building (25,000+2,500) 27,500
Capital Accounts: Plant and Machinery ( 17,500 - 875) 16,625
A 17,500 Stock (10,000-500) 9,500
B 11,250 Sundry Debtors 4850
C 7,500 36,250 Less: Provision for D. Debts 375 4,475
Sundry Creditors 32,950 |CashinHand [ 600+10,500) 11,100
69,200 69,200

WorkingNotes :

1

AR

Sacrifidng Ratio = 2:1

z

Distributon of Premium for Geodwdll ([ in sacrificing rato)

& will get = 3,000%42,000

B will get = 3,000%:11, 000
3
Distribution of Profit from Profit and Loss Adjustment Account (in old ratic)

A willl get = 750x%=§'500

B will get = 750%4250




Question 52.
Following is the Balance Sheet of J and K who share profits in the ratio 3:2.

Balance Sheet as at 315¢ March,2016

Liabilities T Assets T
Reserve 1,00,000 |Cash 2,00,000
I's Capital 1,50,000 |Other Assets 1,50,000
K's Capital 1,00,000
3,50,000 3,50,000

M joins the firm from 1st April, 2016 for a half share in the future profits. He is to pay ¥1, 00,000 for goodwill and 3, 00,000 for
capital. Draft the Journal entries and prepare Balance Sheet in each of the following cases:
a. If M acquires his share of profit from the firm in the original ratios of the partners.
b. If M acquires his share of profits from in equal proportions from the original partner.
c. If M acquires his share of profit in the ratio of 3: 1 from the original partners, ascertain the original partners, ascertain the future
profit-sharing ratio of the partners in each case.

Solution:

a. If M acquires his share of profit from the firm in the original ratios of the partners.

Journal
Date Particulars L.F. Debit Credit
4 g
Cash A/c Dr. 4.,00,000
To M's Capital A/c 3,00,000
Ta Premium for Goodwill Afc 1,00,000
(Being M brought capital and his of goodwill in cash )
Premium for Goodwill A/lc Dr. 1,00,000
To M's Capital A/c 60,000
To K's Capital Afc 40,000
(Being premium for goodwill distributed between J and
K in their Sacrificing Ratio)
Reserve Afc Dr. 1,00,000
To I's Capital Adc 60,000
To K's Capital Afc 40,000
(Being reserve distribution between M and J in their old
ratio)

Partner's Capital Accounts

Dr. Cr.
Particulars J K M Particulars J K M
By Balance b/d 1,00,000 1,50,000
By Cash AJ/c 3,00,000
By Premium for Goodwill Afc 60,000 40,000
To Balance c/d 2,20,000 2,30,000 3.00,000 |By Reserve Alc 60,000 40,000
2,20,000 2,30,000 3,00,000 2,20,000 2,30,000 3,00,000




Balance Sheet
as on April 01,2016 after M's admission

Liabilities 4 Assets I
J's Capital 2,20,000 |Cash (2,00,000+4,00,000) 6,00,000
K's Capital 2,30,000 |Other Assets 1,50,000
M's Capital 3.00,000
7.50,000 7.50,000

Caloulation of Future (New)) Profit Sharing Ratio
M. 3
Old Ratio 3:2

Mis admitted for é share of profit

Let combined sharing of all partners after admission of Mbe =1

Combined share of J and K after M's admission = 1 - M's share= 1 —é = é
Mew Patio = Old Ratic x Combined share of J and K
. > 1 3
152575715
Kigo2y 1 2
5 2 10
10 KoM
) . > 2 1
Mew Profit Sh Rato = —:-—:=
ew Pro aring Ratic 565
_ 35
10
WorkingMNotes :
1
Distribution of Premium for Goodwill (in sacrificing ratic)
3

7 will get = 1,00,000 x £ =¥60,000

K will get = 1,00,000%44@,000

Z
Distributicn of General Reserve (in old ratic)
Jwill get = 1,00,000 % g =60, 000

=

K will get = 1,00,000 x = =240, 000

b. If M acquires his share of profit from the firm in equal proportions from the original partners.

Journal
Date Particulars L.F. Debit Credit
T T
Reserve A/t Dr. 1,00,000
To J's Capital Afc 60,000
To K's Capital A/c 40,000
(Being reserve distributed between J and K in old
ratio)
Cash A/c Dr. 4,00,000
To M's Capital A/t 3,00,000
To J's Premium for Goodwill A/c 1,00,000
(Being M brought capital and his share of goodwill)
Premium for Goodwill A/t Dr. 1,00,000
To J's capital A/c 50,000
To K's capital Adc 50,000
(Being premium for goodwill distributed between J
and K in their sacrificing ratio i.e.1:1)




Partner's Capital Accounts

Dr. Cr.
Particulars J K M Particulars J K M
By Balance b/d 1,00,000 1,50,000
By Cash A/c 3,00,000
By Premium for Goodwill 50,000 50,000
Alc
To Balance c/d 2,10,000 240,000 3,00,000|By Reserve A/c 60,000 40,000
2,10,000 2,40,000| 3,00,000 2,10,000 2,40,000 3,00,000
Balance Sheet
as on April 01,2016 after M's admission
Liabilities 4 Assets I
J's Capital 2,35.000|Cash(2.00,000+4,00,000) 4,00,000
K's Capital 2,15,000|0ther Assets 1,50,000
M’s Capital 3,00,000
7,50,000 7,50,000

Calaulation of Future (Mew) Profit Sharing Ratio
JiK
Old Ratio 3:2

Mis admitted for % share of profit

J'= Sacrifidng Ratio = 1><i= 3

2 4 8

K's Sacrificing Ratio = lxl 1

2 4 8

MNew Ratio = Qld Ratio - Sacrificing Ratio

3 3 9
Js==-Z="
TETET@D
Kso2_1_11
5 8 40




Tk M

. ) 9 11 1
M Profit Sh Ratio= —:=:=
ewi Pro aring Ratio 15403
:9:11:20
40

Working MNotes:
Wi 1
Distributon of Premium for Geodwill (in sacrificing ratio)

Jand K each will get = 1,OOJOOO><% =¥50,000

W 2
Distribution of Reserve (in old ratic)
Jwill get = 1,00,000% g - 750, 000

K will get = 1,00,000%44@, 000

C. if M acquires his share of profit in the ratio of 3:1 from the original partners.

Journal
Date Particulars L.F. Debit Credit
4 T
Reserve A/t Dr. 1,00,000
To J's Capital A/c 60,000
(Being reserve distributed between J and Kti,e of
M's admission)
Cash Alc Dr. 4,00,000
To M's Capital Alc 3,00,000
To Premium for Goodwill A/c 1,00,000
(Being M brought capital share of goodwill)
Premium for Goodwill A/c Dr. 1,00,000
To J's capital Afc 75.000
To K's capital Adc 25,000

(Being premium for goodwill distributed between
J and K in their sacrificing ratio i.e.3:1)




Partner's Capital Accounts

Dr. Cr.
Particulars J K M Particulars J K M
By Balance b/d 1,00,000 1,50,000
By Cash A/c 3,00,000
By Premium for Goodwill 75,000 25,000
Ajc
To Balance c/d 2,10,000 2,15,000] 3,00,000|By Reserve A/c 60,000 40,000
2,35,000 2,15,000| 3,00,000 2,35,000 2,15,000 3,00,000
Balance Sheet
as on April 01,2016 after M's admission
Liabilities T Assets T
J's Capital 2,35,000|Cash(2.00,000+4,00,000) 6,00,000
K's Capital 2,15,000({Other Assets 1,50,000
M'’s Capital 3,00,000
7.50,000 7.50,000

Calcualtion of Future! New) profit shareing Ratio
J K
Old Ratic 3:2

M is admittrd for é share of Profit

)~ ol

Js Sacrifidng Ratio =

pI| e P
N PN R

K's Sadaificing Ratio = =x

MNew Ratio = Old Ratio - Sacrifidng Ratio

Ts=2-3_5
5 8 40
o2 1_11
Ke=373"20

J kKM

_ _ 9,111

Mew Profit Shareing Raho—ﬁ. 5 5

_ 9111120

40

Working Mote

Wi 1

Distribuion of Premium for Goodwill (In Sacrificing ratia)
JWill get = 1,00,000><§= 75,000

K Wil get = 1,00,000x%= 25, 000

W 2
Distribution of Reserve (in old ratio)

Iwill get =1,00,000% g - 60,000

K will get = 1,00,000 x%= 40, 000

Note: There is misprint in the textbook and the capitals of the partners J and K should be 1,00,000 and 1,50,000 respectively.




Question 53.

Shyamlal and Sanjay were in partnership business sharing profits and losses in the ratio of 2:3 respectively. Their Balance Sheet as at
315t March, 2016 was:

Liabilities T Assets I
Sundry Creditors 12,435 |CashinHand 710
ICapital A/c's: Cash at Bank 11,925

Shyamlal 34,050 Sundry Debtors 5,500
Sanjay 34,050 68,100 |Stock 18,000
Furniture 4,400

Building 40,000

80,535 80,535

On 15tApri|, 2016, they admitted Shankar into partnership for 1/3"9 share in the future profits on the following terms:
a. Shankar is to bring in 30,000 as his capital and 20,000 as goodwill, which sum is to remain in the business.
b. Stock and Furniture are to be reduced in value by 10%.
c. Building is to be appreciated by ¥15,000.
d. Provision of 5% is to be made on Sundry Debtors for Doubtful Debts.

Show Profit and Loss Adjustment Account (Revaluation Account), Capital Accounts of Partners and opening Balance Sheet of the
new firm.

Solution:
Profit and Loss Adjustment Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Stock Alt 1.500
To Furniture A/t 440 |By Building Alc 15,000
To Provision for Doubtful Debts Afc 275
To Profit transferred to:
To Shyamlal Capital A/c 4,994
To Sanjay Capital Alc 7,491 12,485
15,000 15,000
Partner's Capital Accounts
Dr. Cr.
Particulars Shyamlal | Sanjay Shankar Particulars Shyamlal Sanjay Shankar
By Balance b/d 34,050 34,050
By Cash Ajc 30,000
By Premium for Goodwill Aic 8,000 12,000
To Balance cid By Revaluation Adc 4,994 7.491
47,044 53,5941 30,000
47,044 53,541 30,000 47,044 53,541 30,000




Balance sheet As on April 01,2016 after Shanker's admission

Liabilities I Assets T

Sundry Creditors 12,435 |Cashin Hand(710+50,000) 50,710
Cash at Bank 11,925

Capital A/c’s: Sundry Debtors 5,500 5,500
Shyamilal 47,044 Less: Provision for D. Debts 275 5.225
Sanjay 53,541 Stock(18,000-1,800) 18,000
Shanker 30,000 1,30,585 |Building(40,000+1,800) 55,000
Furniture(4,400-440) 3.960

143,020 1.43,020

Working Notes :
Shyamlal : Sanjay

SacrificingRatio = 2.3

1

Distributed of Premium for Goodwill (in Sacrificing ratic)
2

Syamlal will get = 1IC),IZJOO><B = 4, 000

Sanjay will get = 10,000 x g = 5,000
2
Distribution of Premium for Goodwill (in sacrificing ratio)

Shyamlal will get = 12,485 x%=?4J 934

Sanjaywill get =12, 485« §=??, 491

A, B and C are partners sharing profits and losses in the ratio of 3:2:1 respectively. Their balance sheet as at 315t March, 2016 is as
follows:

Liabilities g Assets I
ICapital A/c's Land and Building 50,000
A 60,000 Plant and Machinery 40,000
B 60,000 Furniture 30,000
C 40,000 1,60,000 [Stock 20,000
ICreditors 30,000 |Debtors 30,000
Bills payable 10,000 (Bills Receivable 20,000
Bank 10,000
2,00,000 2,00,000

D is admitted as a new partner on 1st April, 2016 for an equal share and is to pay 50,000 as capital
Following are the adjustments required on D's admission:
a. Out of the Creditors, a sum of ¥10,000 is due to D which will be transferred to his capital.
b. Advertisement Expenses of ¥1,200 are to be carried forward to next accounting period.
c. Expenses debited in the Profit and Loss Account includes a sum of ¥2,000 paid for B's personal expo
d. A Bill of Exchange of 4,000, which was previously discounted with the banker, was dishonoured on 31st March, 2016 but no
entry has been passed for that.
e. A Provision for Doubtful Debts @ 5% is to be created against Debtors.
f. Expenses on Revaluation amounted to ¥2,100 is paid by A.

Prepare necessary Ledger Accounts and Balance Sheet after D's admission.



Question 54.

A, B and C are partners sharing profits and losses in the ratio of 3:2:1 respectively. Their balance sheet as at 315t March, 2016 is as
follows :

Liabilities I Assets I
ICapital A/c's Land and Building 50,000
A 60,000 Plant and Machinery 40,000
B 60,000 Furniture 30,000
C 40,000 1,60,000 [Stock 20,000
ICreditors 30,000 |Debtors 30,000
Bills payable 10,000 ([Bills Receivable 20,000
Bank 10,000
2,00,000 2,00,000

D is admitted as a new partner on 1st April, 2016 for an equal share and is to pay 50,000 as capital
Following are the adjustments required on D's admission:
a. Out of the Creditors, a sum of ¥10,000 is due to D which will be transferred to his capital.
b. Advertisement Expenses of ¥1,200 are to be carried forward to next accounting period.
c. Expenses debited in the Profit and Loss Account includes a sum of ¥2,000 paid for B's personal expo
d. A Bill of Exchange of ¥4,000, which was previously discounted with the banker, was dishonoured on 31st March, 2016 but no
entry has been passed for that.
e. A Provision for Doubtful Debts @ 5% is to be created against Debtors.
f. Expenses on Revaluation amounted to 2,100 is paid by A.

Prepare necessary Ledger Accounts and Balance Sheet after D's admission.

Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Provision for doubtful Debts A/t 1,700 (By Prepaid Advt. Expenses Alc 1,200
To A's Capital Alc(Revenue Exp.) 2,100 |By B's Capital A/c (Personal Exp.) 2,000
By Loss transferred to:
A Capital Afc 300
B Capital Alc 200
C Capital Afc 100 600
3,600 3,800
Partner's Capital Accounts
Dr. Cr.
Particulars A B c D Particulars A B C D
To Revaluation AJc
(Personal Exp.) 2,000 By Balance b/d 60,000 60,000 | 40,000
To Revaluation A/c (Loss) 300 200 100 By Creditors Ajc 10,000
Balance c/d 61,600| 57,800| 39,900| 50,000|By Cash Aic 40,000
By Revaluation A/t (Exp.) 2,100
62,100| 60,000| 40,000| 50,000 62,100 60,000| 40,000 50,000




Balance Sheet
as on April 01,2016 after D's admission

Liabilities 4 Assets K4

Capital A/c's Land and Building 50,000
A 61,800 Plant and Machinery 40,000
B 57,800 Furniture 30,000
C 39,900 Prepaid Advt. Expenses 1,200
D 50,000 2,09,500 |Stock 20,000

Debtors 30,000

Bill Payahle 10,000 Add : B/R dishonored 4,000
Less : 5% Provision for Doubtful debts (1,700) 32,300

Creditors 30,000

Less :D's Capital 10,000 20,000 [Bills Receivable 20,000
Banlk { 10,000 + 40,000-4,000) 46,000
2,39,500 2,39,500

Working Notes :
Distribution of Loss on Revaluation

A's Capital will be debited by = 600x §= T300
A's Capital will be debited by = 600x §= T200

A's Capital will be debited by = 600x %= 100

Question 55.
The Balance Sheet of A and B as at 315t March, 2016
Liabilities 4 Assets T

ICapital A/c's Freehold Property 20,000
A 60,000 Furniture 6,000
B 30,000 | 90,000 |Stock 12,000
IGeneral Reserve 24,000 |Debtors 80,000
ICreditors 16,000 [Cash 12,000
1,30,000 1,30,000

A and B share profits and losses in the ratio of 2: 1. They agree to admit P into the firm with effect from 1st April, 2016 subject to the
following terms and conditions:

{a) P will bring in ¥21,000 of which 9,000 will be treated as his share of goodwill to be retained in the business.

{b) P will be entitled to 1/4th share of profits of the firm.

(c) A Reserve for Doubtful Debts is to be created @ 3% of the Debtors.

{d) Furniture is to be depreciated by 5%.

(e) Stock is to be revaluing at $10,500.

Prepare Revaluation Account, Capital Accounts and Opening Balance Sheet of the new firm.

Solution:



Revaluation Account

Dr. Cr.
Particulars T Particulars T
To Reserve for D. Debts Adc (80,000:=3%) 1,700 |By Loss transferred to:
To Furniture A/c (6,000 = 5%) 2,100 A Capital A/c 2.800
To Stock Adc (12,000-10,500) 1,500 B Capital A/c 1,400
4,200 4,200
Partner's Capital Accounts
Dr. Cr.
Particulars A B P Particulars A B P
To Revaluation A/c 2,800 1,400 By Balance/d 60,000 30,000
By Cash A/c(21,000-9,000) 12,000
To Balance c/d 79.200 39.600 12,000 [By Premium for Goodwill A/c 6,000 3,000
By General Reserve Ajc 16,000 8,000
82,000 41,000 12,000 82,000 41,000 12,000
Balance Sheet
as on April 01,2016 after P's admission
Liabilities T Assets T
Capital A/c's Freehold Property 20,000
A 79,200 Furniture(s,000-300) 5,700
B 39,600 Stock (12,000-1,500) 10,200
P 12,000 | 1,30,800 |Debtors 80,000
Creditors 16,000 Less: 3% Reserve for Doubtful Debts 2,400 77,600
Cash (12,000 +21,000) 33,000
1,446,800 1,446,800
Working Notes :
1Distribution of Loss on Revaluation
A will get = 9,000 x 3 = ¥3,000
B will get = 9,000 3 = ¥3,000
2 Distribution of Loss on Revaluaton
2

A's Capital Account will be debited by = 4,200 « 3 =¥2,800

1

B's Capital Acoount will be debited by = 4,200« 3 =71, 400




Question 56.

A and B are partners in a firm sharing profits and losses in the ratio of 2:1 respectively. On 315 March, 2016, their Balance sheet stood

as follows:
Liabilities T Assets T

IA's Capital 1,60,000 |Buildings 80,000
B's Capital 1,20,000 |Furniture 24,000
\General Reserve 96,000 |Stock 48,000
ICreditors 64,000 |Debtors 2,40,000
Cash at Bank 48,000
4,40,000 4,40,000

It was decided to admit C into the firm with effect from 1t April, 2016 subject to the following terms and conditions:

a. C will bring in ¥84,000 of which ¥36,000 will be treated as his share of goodwill to be retired in the business.

b. C will be entitled to 1/4th share of the profits.

€. 9,000 is to be provided for Doubtful Debts.

d. Depreciation on Furniture is to be provided @ 5%.
e. Stock is to be revalued at ¥42,000.

You are required to prepare necessary Ledger Accounts and Balance Sheet of the firm after the admission of C from the above

information.
Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Provision for Doubtful Debts AJc 9,0001By Loss transferred fo:
To Fumniture A/t (24,000 x 5%) 1,200 A Capital Alc 10,800
To Stock Alc 6,000 B Capital Alc 5,400
16,200 16,200
Partner's Capital Accounts
Dr. Cr.
Particulars A B c Particulars A B c
To Revaluation A/c 10,800 5,400 By Balance b/d 1,60,000| 1,20,000
By General Reserve Alc(2:1) 64,000 32,000
To Balance c/d 2,37,200| 1,58,600| 48,000 |By Bank A/c(584,000-36,000) 435,000
By Premium for Goodwill A/c 24,000 12,000
2,43000| 164000| 45000 2.48000| 1,64,000 45,000
Balance Sheet
as on April 01,2016 after C's admissien
Liabilities Rs. Assets Rs.
Capital A/c's: Building 50,000
A 2,37,200 Furniture (24,000-1,200) 22,800
B 1,58,600 Stock (48,000-6,000)
C 45,000 Debtors 2,40,000
2,09,500| Less: Prov. For D. Debts 9,000 2,31,000
Creditors 64,000 |Cash at Bank (48,000+54,000) 1,32,000
5,07,800 5,07,800

Working Notes:
1. 4B

SacrifidngRatio = 2:1
Distribution of Premium for Goodwill(in sacrifcing ratio)

A will get= 36, 000 x % -224, 000

B will get =36, oooxé ~212,000

2 Distribution of Revaluation Loss
Al's Capital Accounts will be debited by= 16,200« % =¥10, 800

B's Capital Account will debited by = 16,200x % =%E5 400



Question 57.

X and Y share profits in the ratio of 5:3. Their Balance Sheet as at 315t March,2016 was:

Liabilities 3 Assets 3z

ICreditors 15,000 |Sundry Debtors 20,000
Employee's Provident Fund 10,000 Less: Provision for Doubtful Debts 600 19,400
Workmen Compensation Reserve 5,800 [Stock 25,000
ICapital A/c's: Land and Building 5,000
X 70,000 Fixed Assets 80,000
Y 31,000 [ 1,01,000 |Profit and Loss A/c 2,400
1,31,800 1,31,800

They admit Z into partnership with 1/8M share in profits on this date. Z brings 20,000 as his capital and 12,000 for goodwill in cash. Z
acquires his share entirely from X. Following revaluations are also made:

a. Employee's Provident Fund is to be increased by ¥5,000.

b. All Debtors are good. Therefore, no provision is required on Debtors.

c. Stock includes ¥3,000 for obsolete items.

d. Creditors are to be paid ¥1,000 more.

e. Fixed Assets are to be revealed at 370,000.

Prepare Journal entries, necessary accounts and new Balance Sheet. Also, calculate new profit-sharing ratio

Solution:
Revaluation Account
Dr. Cr.
Particulars T Particulars 4
To Stock Adc 3,000 |By Provision for Doubtful Debts Afc 600
To Creditors Afc 1,000 |By Loss transferred to:
To Fixed Assets Alc 10,000 X Capital A/c 11,500
To Provident Fund A/c 5,000 Y Capital A/c 6,900
19,000 19,000
Partner's Capital Accounts
Dr. Cr.
Particulars X Y z Particulars X Y z
To Revaluation Afc (Loss) 11,500 4,900 By Balance b/d 70,000 | 31.000
To Profit and Loss A/t 1,500 200 By Workmen's Compensation Fund 3.625 2.175
A.'"C
To Balance c/d 72,625 | 25,375 | 20,000 |By Cash A/ 20,000
By Premium for Goodwill A/c 12,000
85,625 | 33,175 | 20,000 85,625 [ 33,175 | 20,000




Balance Sheet
as on April 01,2016 after C's admission

Liabilities T Assets T

Creditors (15,000+1,000) 16,000 |Land and Building 5,000
Provident Fund (10,000+5,000) Sundry Debtors 20,000
Capital Afcs: Stock (25,000-3,000) 22,000
X 72,625 Fixed Assets (80,000-10,000) 70,000
¥ 25,375 Cash 32,000

Z 20,000 | 1,18,000
1,49.000 1,492,000

Working Notes
1. Distribution of Revaluation Loss

¥'s Capital Accounts will be debited by= 18,400« g =¥11, 500

¥'s Capital Account will debited by = 18,400x g =36,900

2. Distribution of Accumulated Loss

x's Capital Accounts will be debited by= 2,400« g =¥1,500

Y's Capital Acoount will aredited by = 2,400« g =300

3. Distribution of Workmen's Comensation Fund

x's Capital Acoounts will be credited by= SJSOOxg =¥3 625

Y's Capital Acoount will aedited by = 5,800x g =¥2,175

4. 7's premium for goodwill will be transferred to X's Capital Account because Z receives his entire share from X,

5. Calculationof NewprofitsharingRatio
Qld Profit Sharing Ratio between X and Yis 5.3

]
Z acquired % Share from X

MNewShareof Xis Z -

ol b

1
8

MNewShareof Xiz =

oL anlen

MNewShare onisé

~MewPr ofit SharingRaticis4: 31




Question 58.

M and N are partners in a firm sharing profits and losses in the ratio of 5:3. On 315t March, 2016, their Balance Sheet was:
Balance SheetonMand N

Liabilities 3 Assets T
Sundry Creditors 4,000 |Stock 8,000
Bills Payable 2,000 |Sundry Debtors 7,200
ICapital A/c's: Cash at Bank 500
M 12,000 Cash in Hand 300
N 10,000 22,000 |Machinery 12,000
28,000 28,000

On IStApriI, 2016, the partners decide to admit R as a partner on the following terms:
a. New profit-sharing ratio of M, N and R will be 7:5:4 respectively.
b. R shall bring in¥8,000 as his capital and ¥4,000 for his share of goodwill.
c. M and N will draw half of the goodwill in cash.
d. Machinery is to be valued at ¥15,000; Stock at ¥10,000 and a Provision for Doubtful Debt of 1,000 are to be credited.
e. There is a liability is not included in the creditors. Partners decided to show this liability in the books of accounts of the new firm.

Prepare Revaluation Account, Partners Capital Accounts and Balance Sheet of M, N and R.

Solution:
Revaluation Account
Dr. Cr.
Particulars 4 Particulars I
To Provision for Doubtful Debts A/c 1,000 By Machinery A/c 3,000
To Qutstanding Salaries A/c 2,000 By Stock A/c 2,000
To Profit transferred to:
To M Capital Alc 1,250
To Capital Afc 750
5,000 5,000
Partner's Capital Accounts
Dr. Cr.
Particulars M N R Particulars M N R
To Cash A/c 1,500 500 By Balance b/d 12,000 10,000
By Cash A/c 8.000
To Balance c/d 14,750 | 11,250 8,000 [By Premium for 3,000 1.000
Goodwill Afc
By Revaluation Afc 1,250 750
(Profit)
16,250 | 11,750 8,000 16,250 11,750 | 8,000
Balance Sheet
as on March 31, 2016 after R's Retirement
Liabilities T Assets I
Outstanding Salaries 2,000 [Machinery (12,000+3,000) 15,000
Creditors 4,000 |Stock (8,000+2,000) 10,000
Bills Payable 2,000 [Sundry Debtors 7,200
Capital A/c's: Less: Provision for D. Debts 1,000 6,200
M 14,750 Cash at Bank 500
N 11,250 Cash in hand (300+12,000-2,000) 10,300
R 8,000 34,000
42,000 42,000




Working Motes
1 Calculation of Sacrifidng Ratio

M: I
Old Ratio=53
MG R
MewRatio=7 5 4
SacrifidngRatio= QldRatio-MewRatio

. 5 7 3
M2 16716
, 3 5 1
- T T
MW T
31
Sacnﬁcngatlo=E.E
=3:1

2 Distribution of Pr emium for Goodwill

Mwill get= 4, 000 % % =23,000

N will get:«:t,r:iooleL _21,000
3withdrawn of Pr emium for Goodwil |
M will withdrawn = 3, 000 xé 21,500

Nwill withdrawn=1, OOOx% 2500

Question 59.

Aand B are in partnership sharing profits and losses in the ratio of 3:2.0n 1st April, 2016, they admitted C into partnership. He paid
50,000 as his capital but no amount was brought towards goodwill which was valued at 40,000 for the firm. He acquired 1/5th
share in the profits, equally from both partners It was also decided that:

a. Land and Building be written off by $20,000.

b. Stock is written down by ¥3,200.

c. A Provision of ¥ 1,000 are created for Doubtful Debts.

d. An amount of 1,200 included in Sundry Creditors, be written back as it is no longer payable.

The Balance Sheet of A and B as at 31st March, 2016 was:

Balance Sheet as at 315t March,2016

Liabilities I Assets 3
ICapital A/cs: Goodwill 10,000
A 86,000 Land and Building 60,000
B 64,000] 1,50,000 |Plant and Machinery 70,000
IGeneral Reserve 20,000 [Stock 36,000
Sundry creditors 31,200 [Sundry Debtors 20,000
Cash at Bank 4,000
Cash in Hand 1,200
2,01,200 2,01,200

Prepare Revaluation Account, Partner's Capital Accounts and Balance Sheet of the new firm.

Solution:



Revaluation Account

Dr. Cr.
Particulars 4 Particulars 4
To Land and Building A/c 20,000 |By Sundry Creditors A/c 1,200
To Stock Afc 3,200 |By Loss transferred to:
To Provision for Doubtful Debts A/c 1.000 A Capital Alc 13,800
B Capital A/c 2,200
24,200 24,200
Partner's Capital Accounts
Dr. Cr.
Particulars A B C Particulars A B C
To A's Capital Asc 4,000 (By Balance b/d 86,000 64,000
Tao B's Capital Adc 4,000 [By General Reserve Afc 12,000 8,000
To Revaluation AJc 13,800 9,200 By Cash A/c 50,000
To Goodwill Alc 6,000 4,000 By C's Capital A/c 4,000 4,000
To Balance ¢/d 82,200 42,800 42,000
1,02,000 76,000 50,000 1,02,000 76,000 50,000
Balance Sheet
as on 01,2016 (after C's admission)
Liabilities B4 Assets 4
Capital A/c:s Land and building (60,000-20,000) 40,000
A 82,200 Plant and Machinery 70,000
B 62,800 Sundry Debtors 20,000
C 42,000 1,87.,000 Less: Provision for D. Debts 1,000 19,000
Sundry Creditors (31,200-1,200) 30,000 |Stock (36,000-3,200) 32,800
Cash at Bank 4,000
Cash in Hand (1,200+50,000) 51,200
2,17,000 2,17.000

Working Notes:

Wil Caloulation of C's share of Goodwill

C's share of Goodwill = Goodwill of the firm x %

— 40,000% L
5

-78,000

Awillget=8,000x%=€4,000

B will get=5 oooxé=e4, 000




Particulars Debit Credit
4 I
C's Capital A/c Dr. 8,000
To A's Capital A/c 4,000
To B's Capital A/c 4,000
(Being C's share of goodwill charge from his capital)

W2 Distribution of General Reserve (in old ratio)

A will get = 20,000x§=?12,000

B will get 20, 000 x % =23,000

WN 3 Writting-off of Goodwill

A's Capital Account will be debited with ¥6,000 [i.e. 10,000 éj

B's Capital Account will be debited with 4,000 (i.e. 10,000« %j

Question 60.

Balance Sheet of Ram and Shyam who share profits in proportion to their capitals as at 31st March, 2016.

Balance sheet

Liahilities T Assets T
Capital Afcs: Freehold Premises 20,000
Ram 30,000 Plant and Machinery 13,500
Shyam 25,000 55,000 | Fixture and Fittings 1,750
Current Afcs: Vehicles 1,350
Ram 2,000 Stock 14,100
Shyam 1,800 3,800 | Bills Receivable 13,060
Creditors 19,000 | Debtors 27,500
16,000 | Bank 1,590
Cash 950
93,800 93,800

On 1st April, 2016, they admitted Arjun into partnership on the following terms:
a. Arjun to bring in ¥7,20,000 as capital and 36,600 for goodwill, which is to be left in the business he is to receive 1/4th share of the
profits.
b. Reserve to be raised equal to 2% on Debtors as Provision for Doubtful Debts.
c. Value of Stock to be written down by 5%.
d. Freehold Premises are to be taken at valuation of ¥22,400; Plant and Machinery ¥11,800; Fixtures and Fittings ¥1,540 and
Vehicles T800.

You are required to make necessary adjusting entries in the firm, give Balance Sheet of the new firm as at 1st April, 2016 and also give
the proportions in which the partners will share profits, there being no change in the proportions of Ram and Shyam.

Solution:



Revaluation Account

Dr. Cr.
Particulars 4 Particulars 4
To Reserve for D. Debts A/c (27,500=2%) 550|By Free hold Premises A/t (22,400-20,000) 2,400
To Stock Adc 750|By Loss transferred to:
To Plant and Machinery A/c (13,500-11,800) 1700 Ram's Current AJc 717
To Fixture and Fittings A/c 210 Shyam's Current AJ/c 598
To Wehicles Afc 550
3,715 3,715
Partners' Capital Account
Dr. Cr.
Particulars Ram |Shyam Arjun Particulars Ram Shyam Arjun
To Balance c/d 30,000|25,000 20,000|By Balance b/d 30,000 25,000
By Cash A/c 20,000
30,000|25,000 20,000 30,000 25,000 20,000
Partners' Capital Account
Dr. Cr.
Particulars Ram [Shyam Arjun Particulars Ram |Shyam Arjun
To Revaluation A/t 717 598 By Balance b/d 2.000 1,800
By Premium for Goodwill A/c 3.600 3.000
To Balance c/d 4,883 4,202
5,600 4,800 5,600 4,800
Balance Sheet
Liabilities T Assets I
Creditors 19,000|Freehold Premises 22,400
Bills Payable 16,000|Plant and Machinery 11,800
Capital Afc s: Fixture and Fittings 1,540
Ram 30,000 Vehicles 800
Shyam 25,000 Stock {14,100-750) 13,395
Arjun 20,000 75,000|Bills Receivables 13,080
Capital A/cs: Debtors 27,500
Ram 4,883 Less:2 % Reserve for D. Debts 550 26,950
Shaym 4,202 2.085 |Bank 1.590
Cash ( 950+ 20,000+6,000) 27,550
1,19,085 1,19,085
Journal
Date Particulars L.F. Debit Credit
4 4
Cash Alc Dr. 26,600
To Arjun’s Capital Asc 20,000
To Premium for Goodwill A/fc 6,600
(Being arjun brought capital and share of goodwill)
Premium for Goodwill A/c 6,600
To Ram's Current A/c 3.600
To Shaym's Current AJc 3,000
(Being premium for goodwill transferred to partners current account
insacrificing ratioi.e, &5




Ram @ Shyam
Capital 30,000 : 25,000
Ratic & 5

Arjun admited for %Share of profit

Let the combined share of all partners after Arjun's admission be =1
Combined share of Ram and Shyam after Arjun's admission=1- Arjun's share

-1
q
_ 3
4
Mew Ratio = Old Ratic - Combined share of Ram and Shyam
Ram's=£x§= 18
1174”44
Shyam's = £x§=E
11 4 44
Ram : Shaym : Arjun
Mew Profit sharing Ratio 18 : 15 : 1
44 a4 4
_18:15:11
- —a

wWorking Notes
1 Distribution of Premium  for Goodwill
Ram will get= &, 600 % 1—61 =33,600

Shaym's will get = 6,600 x 1—51 =33, 000

2 Distribution of Loss on Revaltion

Ram's Capital Acoount will be debited by = 1J315><% =3I717 { approx.)

Shyam's Capital Aocount will be debited by = 1,315x 1—51 =¥598 [ approx. )

Question 61.

Following is the Balance Sheet of X and Y as at 31st March, 2016 who are partners in a firm sharing profits and losses in the ratio of
3:2 respectively:

Liabilities T Assets T
Creditors 45,000 | Cash at Bank 15,000
General Reserve 36,000 | Debtors 60,000 60,000
Capital A/cs: Less: Provision for 2,400 57,600

Doubtful Debts
X 1,80,000 Patents 44,400
Y 20,00 2,70,000 | Investments 24,000
Current A/cs: Fixed Assets 2,16,00
X 30,000 Goodwill 30,000
Y 6,000 36,000
3,87,000 3,87,000

Z is admitted as a new partner on 1st April, 2016 on the following terms:
a. Provision for doubtful debts is to be maintained at 5% on Debtors.
b. Outstanding rent amounted to¥15,000.
c. An accrued income of ¥4,500 does not appear in the books of the firm. It is now to be recorded.
d. X takes over the Investments at an agreed value of ¥18,000.
e. New Profit-sharing ratio of partners will be 4:3:2.
f. Z will bring in¥60,000 as his capital by cheque.

g Z is to pay an amount equal to his share in firm's goodwill valued at twice the average profits of the last three years which were
¥90,000; 78,000 and ¥75,000 respectively.
h. Half of the amount of goodwill is to be withdrawn by X and Y.

You are required to pass Journal entries, prepare Revaluation Account, Partners' Capital and Current Accounts, and the Balance
Sheet of the new firm.

Solution:



Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Prov. For Doubtful Debts Alc 600 | By Accrued Income A/t 4500
To Outstanding Rent Alc 15,000 | By Loss transferred to:
To Investment Alc 6,000 X's Current Alc 10,260
Y¥'s Current Afc 6,840
21,600 21,600
Partners' Capital Account
Dr. Cr.
Particulars X Y Z Particulars Y z
To Balance c/d 1,680,000 90,000 60,000 | By Balance b/d 1,580,000 90,000
By Bank AJc 60,000
1,80,000 90,000 60,000 1,80,000 90,000 60,000
Partners' Gurrent Account
Dr. Cr.
Particulars X Y Z Particulars X Y Z
To Revaluation Afc 10,260 6,840 By Balance b/d 30,000 6,000
By General Reserve Alc 21,600 14,400
To Goodwill Adc 18,000 12,000 By Premium for Goodwill Alc 25,200 10,800
To Bank Aft 12,600 5,400
To Investment Alc 15,000
To Balance c/d 17,940 6,960
76,800 31,200 76,800 31,200
Balance Sheet
Liabilities Rs. Rs.
Capital Afc 52 Patents 44,000
X 1,80,000 Fixed Assets 2,16,000
Y 50,000 Accrued Income 4. 500
z 60,000 3,30,000 | Cash at Bank(15,000+96,000-18,000) 93,000
Outstanding Rent 15,000 | Debtors 60,000
Current Afc 5: Less 5% Reserve for Doubtful Debts 3,000 57,000
X 17,940
Y 5,960 24,900
Creditors 45 000
4,14,900 4,14,900
Journal
Debit Credit
Date Particulars L.F. Rs. Rs.
Bank AJ/c Dr. 96,000
To Z's Capital Alc 60,000
To Premium for Goodwill Afc 36,000
(Being Z brought capital and share of goodwill)
Premium for Goodwill Alc Dr. 36,00
To X's Current Alc 25,200
To ¥'s Current Alc 10,800
(Being Premium for goodwill transferred to partners current account
in sacrificing ratio i.e., 7:3
X's Current A/t Dr. 12,600
Y¥'s Current Afc Dr. 5,400
To Bank Afc 18,000
(Being half of goodwill withdrawn by partners)




wWorking Notes,
1Calculation of Z's share of premium for Goodwill

Average Profit = 90,000+78,3000+75,OOO = ¥&81,000

Firm's Goodwil= 81,000 2 = #1,62,000

7's share = 1,62,000 « g - 236, 000

36, 000 will be distributed betwesen X and ¥ in sacrificing ratio,

2 Calculation of Sacrificing Rato
Sacrifidng Ratio= Old Ratio - Mew Ratio

, . _ 3_4_l
's sacrifice= S 53 I
: .2 3 3
Y's sacrifice= T 3 I
Sacrifidng Ratio =7 3

3 Calculation of share of Premium of Goodwill

w's share = 36,000 % 425,200

Y's share = 36,000x 1% _ £10,500

4 Distribution of Loss on Rewvaluation
%'s share = 17,000><§=!10,26O

Y¥'s share = 17,000x g 26,240

Question 62.

X and Y are partners sharing profit and losses equally. Their Balance sheet as on 31t march ,2016 is given below:

Balance sheet

Liahilities Rs. Assets Rs.
Capital Alc s: Land and Building 1,50,000
X 1,50,000 Plant and Machinery 1.00,000
Y 1.00.000 2,50,000 | Furniture and Fittings 25,000
Current Alc s: Stock
X 40,000 Debtors 75,000
Y 30,000 70.000 Less: Provision for Doubtful Debts 5.000 70,000
Creditors 1.30.000 | Bills Receivable 30,000
Bills Payable 50,000 | Bank 50,000
3,87,000 3,87,000

Z is admitted as a new partner for 1/4th share under the following terms:

a. Zis to introduceRs.1,25,000 as capital.

b. Goodwill of the firm was valued at nil.

c. Itis found that the creditors included a sum of Rs.7,500 which was not to be paid. But it was found that there was a liability for
Compensation to Workmen amounting to Rs.10,000.

d. Provision for doubtful debts is to be created @ 10% on debtors.

e. Inregard to the Partners' Capital Accounts, present fixed capital method is to be converted in fluctuating capital method.

f. Bills of Rs.20,000 accepted from creditors were not recorded in the books.

g. X provides Rs.50,000 loan to the business carrying interest @ 10% p.a.

You are required to prepare Revaluation Account, Partners' Capital Accounts, Bank Account and Balance Sheet of the new firm.

Solution:



Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Reserve for Doubtful Debts Alc 2,500 | By Creditors Alc 7.500
To Liability for WCF Alc 10,000 | By Loss transferred to:
X's Current Afc 2,500
Y's Current Alc 2,500
12,500 1;2,500
Partners' Current Account
Dr. Cr.
Particulars X Y Particulars X Y
To Revaluation Alc 2,500 2,500 | By Balance bid 40,000 30,000
To Balance c/d 37,500 27,500
40,000 30,000 40,000 30,000
Partners' Capital Account
Dr. Cr.
Particulars X Y z Particulars X Y z
By Balance b/d 1,50,000 1,00,000
To Balance c/d 1,87,500 1,27,500 1,25,000 | By Cumrent Ajc 37,500 27,500
By Bank Alc 1,25,00
1,87,500 1,27,500 1,25,000 1,87,500 1,27.500 1,25,000
Balance Sheet
Liabilities g Assets T
Creditors ( 1,30,000-7,500- 1,02,500(Land and Building 1,50,000
20,000)
Bills Payable(50,000+20,000) 70,000]Plant and Machinery 1,00,000
Capital A/c s: Fixture and Fittings 25,000
X 1,687,500 Stock 75,000
Y 1,27.500 Bills Receivables 30,000
il 1,25,000 4,40,000(Bank(50,000+1,25,000+50,000) 2,25,000
X's Loan 50,000]|Debtors 75,000
Liability for WCF 10,000 Less: 10% Reserve for Doubtful Debts 7,500 67.500
6,72,500 6,72,500
Question 63.
Rajesh and Ravi are partners sharing profits in the ratio of 3: 2. Their Balance Sheet at 31st March, 2016 stood as:
Balance Sheet
Liabilities 3 Assets T
Creditors 38,500 | Cash 2,000
Outstanding Rent 4,000 | Stock 15,000
Capital A/cs: Prepaid Insurance 1,500
Rajesh Ajc 29,000 Debtors 2,400
Ravi A/c 15,000 44,000 Less: Provision for Doubtful 400 2,000
Debts
1,30,000 | Machinery 19,000
50,000 | Building 35,000
Furniture 5,000
86,500 86,500

Raman is admitted as a new partner introducing a capital of ¥ 16,000. The new profit-sharing ratio is decided as 5: 3 : 2. Raman is
unable to bring in any cash for goodwill. So, it is decided to value the goodwill on the basis of Raman's share in the profits and the
capital contributed by him. Following revaluations are made:

a. Stock to depreciate by 5%;
b. Provision for Doubtful Debts is to be I500;
¢. Furniture to depreciate by 10%;

d. Building is valued at ¥40,000. Show necessary Ledger Accounts and Balance Sheet of new firm.

Solution:




Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Stock Aic 750 | By Building A/c 5,000
To Provision for Doubtful Debts A/c 500
Less: Old Provision Fumniture A/c 400 100
To Furniture A/c 500
To Profit on Revaluation transferred to :
Rajesh Capital Alc 2,190
Ravi Capital A/c 1,460
5,000 5,000
Partners' Capital Account
Dr. Cr.
Particulars Rajesh Ravi Raman Particulars Rajesh Ravi Raman
By Balance b/d 1,50,000 1,00,000
To Balance c/d
(before and just went of goodwill) 31,190 16,460 16,000 | Revaluation Alc 2,190 1,460
By Cash Alc 16,000
31,190 16,460 16,000 31,190 16,460 16,000
To Rajesh's Capital A/c 1,635 | By Balance c/d 31,190 16,460 16,000
To Raman's Capital A/c 1,635 | By Raman Capital A/c 1,635 1,635
To Balance c/d 32,825 18,095 12,730
32,825 18,095 16,000 32,825 18,095 16,000
Balance Sheet
As on March 31,2016 after Raman's admission
Liabilities Rs. Assets Rs.
Creditors 38,500 | Cash ( 2,000+ 16,000) 18,000
Outstanding Rent 4,000 | Stock (15,000-750) 14,250
Capital Alc s: Prepaid Insurance 1,500
Rajesh 32,825 Debtors 9,400
Ravi 18,095 Less: Provision for Doubtful Debts 200 3,900
Raman 12,730 63,730 | Machinery 19,000
Building (35,000+ 5,000) 40,000
Furniture (5,000- 500) 4,500
1,086,150 1,06,150




Working Notes:
1 Calculation of Sacrifidng Ratio

, Rajesh : Ravi
Qld Ratio=
3 2
. Rajesh : Rawvi : Raman
Mew Ratio=
S 3 2
Sacrifidng Ratio = Cld Ratio - New Raio
) 3 5 1
Rajesh == - — = —
! 5 1010
2 3 1
Ravi =—- — = —
S 10 10
Rajesh: Rawi
Sacrifidng Ratio= 1 : 1
10 10
2 Calculation of Goodwill
Actual Capital of all Partners before adjustment of goodwill = Rajesh Capital + Ravi's Capital + Raman Capital

= 31,190+ 16,460+14,000
=363,650

Capitalised Walue on the basis of Raman's share= 16,000 x g =T 50,000

Soodwill of the firm

=Capitalized value of the firm - actual capital of all partners befor adjustment of goodwill

= 80,000 - 63,650

= 16,350
Raman's Share of Goodwill = 16,350 x %
= $3,270

2 Adjusment of Raman's share of goodwill

Rajesh and Rawi sach Capital Account will be credited by = 3,270x % = 1,635

Journal
Date Particulars L.F. Debit Credit
T 4
Raman Capital Afc Dr. 3.270
To Rajesh’s Capital A/c 1.635
To Ravi's Capital A/c 1,635

(Being Raman's share of goodwill adjusted)

4 Distribution of profit on Revaluation { in old ratic)
Rajesh will get = 3,650« g = 22,1290

Ravi will get = 3,650x§ = ¥1,460




Question 64.

Following is the Balance Sheet of A and B (who share profits in the ratio of 3 : 2) as at 31st March, 2016:

Balance sheet

Liabilities T Assets T
Sundry Creditors 15,000 | Building 18,000
Capital Afcs: Machinery 15,000
AAjc 20,000 Stock 12,000
B A/ 25,000 45,000 | Debtors 10,000
Bank 5,000
60,000 60,000

On 1st April, 2016, C was admitted on the following terms:
a. Cis to pay ¥25,000 as his capital and ¥10,000 as his share of goodwill for 1/5th share of profits.
b. The new profit-sharing ratio will be 5:3:2.
c. The assets are to be revalued as Building ¥5,000; Machinery 12,000; Stock ¥12,000; Debtors (because of doubtful debts) 79,500.
d. It was found that there was a liability for ¥1,500 for goods received but not recorded in books.

Give Journal entries to record the above. Also, give the Ledger Accounts and Balance Sheet after C's admission.

Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Machinery Afc 3,000 | By Building Ajc 7,000
To Provision for Doubtful Debts Afc 500
To Creditors Alc 1,500
To Profit transferred to:
A Capital Alc 1,200
B Capital Alc 800
7,000 7,000
Partners' Capital Account
Dr. Cr.
Particulars A B c Particulars A B c
By Balance b/d 20,000 25,000
By Revaluation Alc(profit) 1,200 800
To Balance c/d 26,200 30,800 25,000 | By Bank AJc 25,000
By Premium for Goodwill Alc 5,000 5,000
26,200 30,800 25,000 26,200 30,800 25,000
Balance Sheet
As on April 01,2016 after C's admission
Liabilities Rs. Assats Rs.
Sundry
Creditors(15,000+1,500) 16,500 | Building (18,000 + 7,000) 25,000
Capital A/t s Machinery(15,000 - 3,000) 12,000
A 26,200 Stock 12,000
B 30,800 Debtors 10,000
C 25,000 82,000 Less: Provision for Doubtful Debts 500 9,500
Bank (5,000 + 35,000) 40,000
98,500 98,500




Working Notes:
1 Calaulation of Sacifidng Ratio

A0 B
Cld Ratic=
2o 32
) A 0 B C
Mew Ratio= 5. 3.5
Sacrifidng Ratio = Qld Ratio - New Raio
_23 2 1
AS=5 15710
.2 3 1
e R Te
A B
. 1 1
Sacrifidng Ratio= —:—=1:1
10 10

2 Distribution on profit for Goodwill

& and B each will get = 10,000 x% = 5,000 ( in Sacrifidng ratio)
3 Distribution of Revaluation Profit { in Old ratio)
& will get = 2,000x§= 21,200

B will get = 2,000% 2300

Question 65.

A and B are partners in a firm sharing profits in the ratio of 3:2. They admit C as a partner on 1st April, 2016 on which date the Balance
Sheet of the firm was:

Balance sheet

Liahilities T Assets T
Capital A/cs: Building 50,000
AAfc 60,000 Plant and Machinery 30,000
B A/ 40,000 1,00,000 | Stock 20,000
Creditors 20,000 | Debtors 10,000
Bank 10,000
1,20,000 1,20,000

You are required to prepare the Revaluation Account, Partners' Capital Accounts and Balance Sheet of the new firm after considering
the following:
a. Cbrings in ¥30,000 as capital for 1/4th share. He also brings 10,000 for his share of goodwill.
b. Part of the Stock which had been included at cost of ¥2,000 had been badly damaged in storage and could only expect to realise
*400.
c. Bank charges had been overlooked and amounted to 200 for the year 2015-16.
d. Depreciation on Building of 3,000 had been omitted for the year 2015-16.
e. A credit for goods for 800 had been omitted from both purchases and creditors although the goods had been correctly included
in Stock.
f. A charge of ¥1,200 for insurance premium was debited in the Profit and Loss Account of 2015-16 but " 600 of this applied to the
period after 31st March, 2016.

Solution:



Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Stock Adc(2,000 - 400) 1,600 | By Prepaid Insurance Afc 600
To Bank A/c(Charges) 200 | By Loss transferred to:
To Building Alc 3,000 A Capital Alc 3,000
To Creditors A/t 300 B Capital Alc 2,000
5,600 5,600
Partners' Capital Account
Dr. Cr.
Particulars A B Cc Particulars A B [+
To Revaluation A/ ¢ 3,000 2,000 By Balance b/d 60,000 40,000
By Bank Alc 30,000
To Balance c/d 63,000 42,000 30,000 | By Premium for Goodwill Afc 6,000 4,000
63,000 42,000 30,000 63,000 42,000 30,000
Balance Sheet
As on April 01,2016 after C's admission
Liabilities Rs. Assets Rs.
Capital Afc s: Building ( 50,000 - 3,000) 47,000
A 63,000 Plant and Machinery 30,000
B 42,000 Stock 18,400
C 30,000 1,35,00 | Debtors 10,000
Creditors (20,000+500) 20,500 | Bank 49,500
Prepaid Insurance 600
1,55,800 1,55,800
Bank Account
Dr. Cr.
Particulars T Particulars T
To Balance b/d 10,000|By Revaluation Adc [ Bank Charges) 200
To C's Capital Alc 30.000|By Balance c/d 49,800
To Premium for Goodwill A/fc 10,000
50,000 50,000

Working Note:
1 Sacrifidng Ratio

Old Ratio (A and B) 3:2
Sadifidng Ratio= 3.2

2 Distribuation of Premium for Goodwill

A will get = 10,000x§=

B will get = 10JOOO><E =

n

76,000

7 4,000




Question 66.

A and B are partners in a firm. The net profit of the firm is divided as follows: 1/2 to A, 1/3 to B and 1/6 carried to a Reserve. They
admit C as a partner on 1st April, 2016 on which date, the Balance Sheet of the firm was:

Balance sheet

Liabilities T Assets T

Capital A/cs Building 50,000

A 50,000 Plant and Machinery 30,000

B 40,000 90,000 | Stock 18,000

Reserve 10,000 | Debtors 22,000

Creditors 20,000 | Bank 5,000
Outstanding Expenses 5,000

1,25,000 1,25,000

Following are the required adjustments on admission of C:
a. C brings in¥25,000 towards his capital.
b. C also brings in ¥5,000 for 1/5th share of goodwill.
c. Stock is undervalued by 10%.
d. Creditors include a contingent liability of 4,000, which has been decided by the court at¥ 3,206.
e. Inregard to the Debtors, the following Debts proved Bad or Doubtful-

2,000 due from X-bad to the full extent;
74,000 due from Y- insolvent, estate expected to pay only 50%.
You are required to prepare Revaluation Account, Partners' Capital Accounts and Balance Sheet of new firm.

Solution:
Revaluation Account
Dr. cr.
Particulars Rs. Particulars Rs.
To Bad Debts Alc 2,000 | By Stock Alc 2,000
To Provision for Doubtful Debts A/t (4,000 50%) 2,000 | By Creditors A/c (4,000- 3,200) 200
By Loss transferred to:
A Capital Alc 720
B Capital Alc 480
2,000 4,000
Partners' Capital Account
Dr. cr.
Particulars A B c Particulars A B c
To Revaluation Ac 720 480 By Balance bid 50,000 40,000
By Reserve At 6,000 4,000
To Balance c/d 58,280 45,520 25,000 | By Bank Aic 25,000
By Premium for Goodwill Alc 3,000 2,000
59,000 46,000 25,000 59,000 46,000 25,000
Balance Sheet
As on April 01,2016 after C's admission
Liabilities Rs. Assets Rs.
Capital Alc 5 Building 50,000
A 58,280 Plant and Machinery 30,000
B 45,520 Stock (18,000%100/90) 20,000
c 25,000 1,28,800 | Debtors 22,000
Creditors (20,000- 800) 19,200| Less: Bad Debts 2,000
Outstanding Expense 5000| Less: Provision for D. Debts 2,000 18,000
Bank ( 5,000 + 30,000) 35,000
1,53,000 1,53,000




Working Motes:
1
A B
. 11
Cld Rato==.2=3:2
atio 53

Sacrifidng Ratio = 3:2

2 Distribution of Reserve
A Wiil get = 10,000 x§= 26,000

B will get = 10,000% = 74,000

3
Distributcn of premium for Goodwill
£ Wiil get = 5,000x§= 23,000

2

B will get = 5,000x £ = 2,000

Question 67.

Following is the Balance Sheet of the firm, Ashirvad, owned by A, B and C who share profits and losses; of the business in the ratio of 3
:2:1

Balance Sheet
As on April 01,2016 after C's admission

Liabilities T Assets T

Capital Afcs: Furniture 95,000
A 1,20,000 Business Premises 2,05,000

B 1,20,000 Stock in trade 40,000

C 1,20,000 3,60,000 | Debtors 28,000
Sundry Creditors 20,000 | Cash at Bank 15,000
QOutstanding Salaries and wages 7,200 | CashinHand 4,200
3,87,200 3,87.200

On 1st April, 2016, they admit D as a partner on the following conditions:
a. D will bring in ¥1,20,000 as his capital and also 30,000 as goodwill premium for a quarter of the share in the future profits/losses
of the firm.
b. The values of the fixed assets of the firm will be increased by 10% before the admission of D.
¢. The future profits and losses of the firm will be shared equally by all the partners.

Pass the necessary Journal entries and prepare Revaluation Account, Partners’ Capital Accounts and opening Balance Sheet of the
new firm.

Solution:



Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Bad Debts Alc 2,000 | By Stock Alc 2,000
To Provision for Doubtful Debts A/c (4,000x 50%) 2,000 | By Creditors Afc (4,000- 3,200) 800
By Loss transferred to:
A Capital Alc 720
B Capital Alc 480
4,000 4,000
Partners' Capital Account
Dr. Cr.
Particulars A B c Particulars A B c
To Revaluation Alc 720 480 By Balance b/d 50,000 40,000
By Reserve A/t 6,000 4,000
To Balance c/d 58,280 45,520 25,000 | By Bank A/c 25,000
By Premium for Goodwill Alc 3,000 2,000
59,000 46,000 25,000 59,000 46,000 25,000
Balance Sheet
As on April 01,2016 after C's admission
Liabilities Rs. Assets Rs.
Capital Afc s: Building 50,000
A 58,280 Plant and Machinery 30,000
B 45,520 Stock (15,000x100/90) 20,000
c 25,000 1,258,800 | Debtors 22,000
Creditors (20,000- 300) 19,200 Less: Bad Debts 2,000
Outstanding Expense 5,000 Less: Provision for D. Debts 2,000 18,000
Bank ( 5,000 + 30,000) 35,000
1,523,000 1,53,000

Working Note:
1 Calaulation of Sacrificing Ratio

A0 B C
Cld Ratic 3:2 @ 1
A:B C:D

Mew Ratio 101 01 @1
Sacarifidng = Old Ratio - New Ratio

A=3_1_6

& 4 24
p=2_1_2

& 4 24

1 1 -2 _
C=_-_=_"{Gainin

£7 3" 23" 9)
A B
Sacrificdng Ratio 5 : 2

24 ' 24

2 Calculation of C's gain Goodwill

Soodwill of the firm = D's Goodwill x%
4
= 30,000% 1= T1,20,000

C's gain in Goodwill = 1,2O,OOO><2—24 = 10,000

3 Amount of Goodwill to be distributed between & and B { Sacrificing Partners)

Premium for Goodwill = ¥ 30,000
AWl get =30,000 x % = ¥22,500

B Will get =3o,oooxi= 27,500

Distribution C's gain in Goodwill
A0l get =10,000x%= 7,500

B Will get =1o,ooox%= 22,500

4 Journal Entries for D's Capital and distribution of Goodwill




Journal

Date Particulars L.F. Debit Credit
4 T
Cash Alc Dr. 1,50.000
To D's Capital A/c 1,20,000
To Premium for Goodwill A/fc 30,000
(Being D brought capital and share of capital)
Premium for Goodwill A/c Dr. 30,000
C's Capital Afc Dr. 10,000
To A's Capital Afc 30,000
To B's Capital Adc 10,000
(Being gain goodwill distributed between A and B in sacrificing ratio
i.e3:1)
Question 68.

Aand B are partners in a firm sharing profits and losses in the ratio of 3: 2. Following is their Balance Sheet as at 31st March, 2016:

Balance sheet

Liabilities T Assets T
Capital A/c Building 35,000
A 50,000 Machinery 25,000
B 30,000 80,000 | Stock 15,00
Reserve 20,000 | Debtors 15,000
Creditors Investment 5,000
Bank 5,000
1,00,000 1,00,000

Cis admitted as a partner on 1st April, 2016 on the following terms:
a. Cis to pay ¥20,000 as capital for 1/4th share. He also pays 5,000 as premium for goodwill.
b. Debtors amounted to “3,000 is to be written off as bad and a Provision of 10% is created against Doubtful Debts on the remaining
amount.
c. No entry has been made in respect of a debt of ¥300 recovered by A from a customer, which was previously written off as bad in
previous year. The amount is to be paid by A.
d. Investments are taken over by B at their market value of 4,200 against cash payment.

You are required to prepare Revaluation Account, Partners' Capital Accounts and new Balance Sheet.

Solution:



Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Bad Debts A/t 3,000 | By A's Capital Afc 300
To Provision for Doubtful Debts A/c 1,200 | By Loss transferred to:
To Investment A/c (5,000-4,900) 100 A Capital Alc 2,400
B Capital Alc 1,600
4,300 4,300
Partners' Capital Account
Dr. Cr.
Particulars A B c Particulars A B c
To Revaluation A/t 2,400 1,600 By Balance b/d 50,000 30,000
By Bank Alc 20,000
To Revaluation Alc 300 By Premium for Goodwill Alc 3,000 2,000
To Balance c/d 50,300 30,400 20,000
53,000 32,000 20,000 53,000 32,000 20,000
Balance Sheet
As on April 01,2016 after C's admission
Liabilities Rs. Assets Rs.
Capital Afc s: Building 35,000
A 50,300 Machinery 25,000
B 30,400 Stock 15,000
C 20,000 1,00,700 | Debtors 15,000
Creditors (20,000+500) 20,000 Bad Debts 3,000
12,000
Less: 10% Provision for Doubtful Debts 1,200 10,800
Bank 34,900
1,20,700 1,20,700
Bank Account
Dr. Cr.
Particulars 4 Particulars 4
To Balance b/d 5.000
To C's Capital Afc 20,000|By Balance c/d 34,900
To Premium for Goodwill A/c 5.000
To Investment AJc 4,900
34,900 34,900
Working Mote:
1
A 0 B
Old Ratio 3.2
Sacrifidng Ratio 3 2
2 Distribuation of Premium for Goodwill
. ]
A will get = S,OOOxE = ¥3,000
. 2
B will get = 5,000><§ = 2,000
3
Sale of Investment
Bank AJc Dr. 4,900
Revaluation AJc Dr. 100
To Investment AJc 5,000
4
Bad debt recovered
A's Capital Afc Dr 300
To Revaluation Adc 300




Question 69.

X and Y are partners sharing profits and losses in the ratio of 3/4 and 1/4. Their Balance Sheet as at 31st March, 2016 is:

Balance sheet

Liabilities g Assets g
Capital Afcs Land and Building 1,25,000
X 1,50,000 Office Furniture 5,000
Y 80,000 2,30,000 | Stock 1,00,000
Workmen Compensation 20,000 | Sundry Debtors 80,000
Reserve
Sundry Creditors 1,50,000 | Bills Receivable 15,000
Bills Payable 37,500 | Cash at Bank 1,00,000
Cashin Hand 12,500
4,37,500 437,500
They admit Z into partnership on 1st April, 201 6 on the following terms:
a. The goodwill is to be valued at ¥1,00,000.
b. Stock and Furniture to be reduced by 10%.
c. A Provision for Doubtful Debts is to be created @ 5% on Sundry Debtors.
d. The value of Land and Building is to be appreciated by 20%.
e. No compensation is payable to workmen.
f. Z pays ¥50,000 as his capital for 1/5th share in the future profits.
You are required to show Revaluation Account, Partners' Capital Accounts and Balance Sheet of the new firm.
Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Stock Alc 10,000 | By Land and Building A/c (1,25,000x 20%) 25,000
To Fumniture A/c 500
Provision for Doubtful Debts A/c 4,000
To Profit transferred to:
X Capital A/IC 7.875
Y Capital Alc 2,625
25,000 25,000
Partners' Capital Account
Dr. Ccr.
Particulars X Y Z Particulars X Y Z
To X's Capital A/lc 15,000 | Balance b/d 1,50,000 30,000
By Workmen's Compensation Fund
To Y's Capital Alc 5,000 | Alc 15,000 5,000
By Revaluation A/c {Profit) 7.875 2,625
Balance c/d 1,87,875 92,625 30,000 | By Cash Alc 50,000
By Z's Capital Alc 5,000
1,87,875 92,625 50,000 1,87,875 92,625 50,000
Balance Sheet
as on April 01,2016 after Z's admission
Liabilities Rs. Assets Rs.
Capital A/C 5 Land and Building (1,25,000+25,000) 1,50,000
X 1,87,875 Office Furniture (5,000-500) 4,500
Y 92,625 Stock (1,00,000-10,000) 90,000
z 30,000 3,10,500 | Sundry Debtors 80,000
Sundry Creditors 1,50,000 Less: 5% Provision for Doubtful Debts 4,000 76,000
Bills Payable 37,500 | Cash at Bank 1,00,000
Cash in Hand (12,500 + 50,000) 62,500
Bills Receivable 15,000
4,98,000 4,98,000




Working Notes:
1 Sacrificing Ratic

A
Old Ratdo 31
Sacifidng Ratio =3 : 1

2 Distribution of premium for Goodwill
Goodwill of the firm =1,00,000

7's Share of Goodwill = 1,00,000x%= 20,000

X Wil entitled to= 20,000x§= 15,000

Y Wiil entifled to= 20,000 x %= 5,000

Journal

(Being workmen compensation fund distributed)

Date Particulars L.F. Debit Credit
T T
Z's Capital A/c Dr. 20,000
To X's Capital A/c 15,000
ToY's Capital A/c 5,000
(Being z's share of goodwill changes from his capital account)
Workmen Compensation Fund A/c Dr. 20,000
To X's Capital A/c 15,000
ToY's Capital A/c 5,000




Question 70.

Deepika and Rajshree are partners in a firm sharing profits and losses in the ratio of 3: 2. On 31st March, 2016 their Balance Sheet
was:

Balance sheet

Liabilities T Assets T

Sundry Creditors 16,000 | CashinHand 1,200

Public Deposits 61,000 | Cash at Bank 2,800

Bank Overdraft 6,000 | Stock 32,000

Qutstanding Liabilities 2,000 | Prepaid Insurance 1,000
Capital A/cs: Sundry Debtors 28,800

Deepika 48,000 Less: Reserve for Doubtful 800 28,000

Debts

Rajshree 40,000 88,000 | Plant and Machinery 48,000

Land and Building 50,000

Furniture 10,00

1,73,000 1,73,000

On the above date, the partners decided to admit Anshu as a partner on the following terms:

a. The new profit-sharing ratio of Deepika, Rajshree and Anshu will be 5:3:2 respectively.

b. Anshu shall bring in¥32,000 as his capital.

c¢. Anshu is unable to bring in any cash for his share of goodwill. Partners, therefore, decide to calculate the goodwill on the basis of
Anshu's share in the profits and the capital contribution made by her to the firm.

d. Plant and Machinery is to be valued at ¥60,000, Stock at ¥40,000 and the Reserve for Doubtful Debts is to be maintained at 4,000.
Value of Land and Building has appreciated by 20%. Furniture has been depreciated by 10%.

e. There is an additional liability of¥ 8,000 being outstanding salary payable to employees of the firm. This liability is not included in
the outstanding liabilities, stated in the above Balance Sheet. Partners decider to show this liability in the books of accounts of the
reconstituted firm.

Prepare Revaluation Account, Partners' Capital Accounts and Balance Sheet of Deepika, Rajshree and Anshu.

Solution:
Revaluation Account
Dr. cr.
Particulars Rs. Particulars Rs.
To Provision for D. Debts A/c 4,000 By Plant and Machinery Afc { 60,000 - 48,000) 12,000
Less: Old Reserve Alc 800 3,200 | By Stock A/c(40,00-32,000) 3,000
To Furniture A/c(10,000= 10% ) 1,000 | By Land and Building A/c (50,000x20%) 10,000
To Outstanding salary Afc 8,000
To Profit on Revaluation transferred to:
Deepika Capital Alc 10,680
Rajshree Capital Afc 7,120
30,000 30,000
Partners' Capital Account
Dr. Cr.
Particulars Deepika Rajshree Anshu Particulars Deepika Rajshree Anshu
By Balance b/d 45,000 40,000
To Balance c/d(before and just
went of goodwill) 58,680 47120 32,000 | By Revaluation AJfc 10,680 7.120
By Cash Al 32,000
58,680 47,120 32,000 58,680 47,120 32,000
To Deepika's Capital A/c 2,220 | By Balance c/d 58,680 47,120 32,000
To Rajshree's Capital A/c 2,220 | By Anshu's Capital A/c 2,220 2,220
To Balance c/fd 60,900 49,340 27,560

60,900 49,340 27,560 60,900 49,340 27,560




Balance Sheet
As on March 31,2016 after Anshu's admission

Liabilities Rs. Assets Rs.

Outstanding Salaries 5,000 | Cash in Hand 1,200

Sundry Creditors 16,000 | Cash at Bank 28,800

Public Deposits 61,000 | Stock 40,000

Outstanding Liabilities 2,000 | Prepaid insurance 1,000
Capital Afc s Sundry Debtors 28,800

Deepika 60,900 Less: Reserve for Doubtful Debts 4,000 24,800

Rajshree 49,340 Plant and Machinery 60,000

Anshu 27,560 1,37,800 | Land and Building 60,000

Furniture 9,000

2,24,800 2,24,800

WorkingNotes :
1 Calaulation of Sacrificing Ratio
Deepika : Rajshree

Old Ratio=
3 2
New Ratiom Deepika : Rajshreee : Anshu
5: 3 2

Sacrificing Ratio = Old Ratio - New Raio
Despika 2.3 _1

5 10 10
Rajshree=g It

5 10 10

Deepika ; Rajshres
Sadifidng Ratio= 1 : 1

2 Waluation of Goodwill
Capitalized value on the basis of Anshu's Share = 32,000 xl—,; =¥1,60,000

Actual Capital of partners before adjustment of goodwill = 58,680 + 47,120+ 32,000 = 31,537,800
Goodwill = Capitalised value- Actual capital of all parmers before adjustment of Goodwill =1,60,000-1,37,800= 22,200

Anshu's Share of Goodwill = 22,200 x % = T4, 440

Deepika and Rajshree each will entitle for Goodwill = 4,440 x % = ¥2,220

Question 71.

X and Y are partners sharing profits and losses in the ratio of 5: 3. Their Balance Sheet as at 31st March 2016.

Balance Sheet

Liabilities Rs. Assets Rs.

Capital Alc's Furmiture 40,000

X 40,000 Patents 10,000
Y 50,000 90,000 |Sundry Debtors 44000

General Reserve 14,000 |Less: Provision for Doubtful Debts 5.000 39,000

Sundry Creditors 30,000 |Stock 20,000

Cash at Bank 22,000

Cash 1n Hand 3,000

1.34.001() 1.34,000

On 1st April, 2016, they take Z into the partnership on the following terms:

Z brings in Rs.25,000 as his capital but cannot bring in Rs.3,600 as his share of goodwiill.
Patents are written off from the books.

General Reserve will appear in the books of the new firm at its original figure.

A Provision for Doubtful Debts is to be maintained @ 5% on Sundry Debtors.

The new profit-sharing ratio of X, Y and Z is 2:4:1.

L

Solution:



Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Patents Alc 10,000 | By Provision for Doubtful Debts Alc 5,000
Less: New Provision 2,220 2,800
By Loss transferred to:
X Capital Alc 4,500
Y Capital Alc 2,700
10,000 10,000
Partners' Capital Account
Dr. Cr.
Particulars X Y Zz Particulars X Y r4
To X's Capital Alc (General reserve) 2,750 2,000 | By Balance b/d 40,000 50,000
To X's Capital Alc (Goodwill) 4,950 3,600 Y's Capital Alc (General Reserve) 2,750
To Revolution A/t 4,500 2,700 Z's Capital A/t (General Reserve 2,000
To Balance c/d 43,800 39,600 19,400 | By Cash Afc 25,000
Y's(General Reserve) 4,950
Z's(Capital (General Reserve Alc 3,600
53,300 50,000 25,000 53,300 50,000 25,000
Balance Sheet
As on April 01,2016 after Z's admission
Liabilities Rs. Assets Rs.
Capital A/c s: Furniture 40,000
X 48,800 Sundry Debtors 44,000
Y 39,600 Less: 5% Provision for Doubtful Debts 2,200 41,800
z 19,400 1,07,800 | Stock 20,000
General Reserve 14,000 | Cash at Bank 22,000
Sundry Creditors 30,000 | Cash in Hand (3,000+ 25,000) 28,000
1,51,800 1,51,800
Working Note:
1
Calaculation of Sacrificing Ratio
Sacrifidng Ratio = Old Ratio- MNew Ratio
¥ie _5 2 35-16 19
g 7 =) =)
3 4 21-32 -11 .
T =2 - o= == - ——~(Gaining)
g 7 SE 56
2z
. i ' , . 7
Caloulation Goodwill of the firm= Z's share of Goodwill ==
7
=3, 600x% 1° 25,200
, L . 11
s gain in Goodwill = 25,200 x = - 4,950
Journal
Date Particulars L.F. Debit Credit
4 I
Z's Capital A/c Dr. 3,600
Y's Capital A/fc Dr. 4,950
To X's Capital A/c 8,550
(Being adjustment of goodwill made)




3

Adjustment for General Reserve

x's Capital Acoouny will be Credited by

19

= 14,0002 = 4,750 ( Sadificing)

Y's Capital Accouny will be Credited by = 14JOOO%= 2,750 { Gaining)
Z's Capital Accouny will be Credited by = 14, DDD%= 2,000
Journal
Date Particulars L.F. Debit Credit
4 4
¥'s Capital A/ Dr. 2.750
Z's Capital A/c Dr. 2,000
To X's Capital Ajc 4750
(Being general and reserve adjusted among
partners in sacrificing and gaining ratio)
Question 72.
Following is the Balance Sheet of Abha and Binay as at 31st March, 2014:
Balance sheet
Liabilities T Assets T
Creditors 13,000 | Bank 15,000
Employees' Provident Fund 8,000 | Debtors 22,000
Workmen's Compensation Fund 15,000 | Less: Provision for Doubtful 1,000 21,000
Debts
Capital A/cs: Stock 10,000
Deepika 55,000 Plant and Machinery 60,000
Rajshree 30,000 85,000 | Goodwill 10,000
Profit and Loss 5,000
1,21,000 1,21,000

Chitra was admitted as a partner for 1/4 share in the profits of the firm. |t was decided that:
a. Bad Debts amounted to ¥1,500 will be written off.
b. Stock worth 78,000 was taken over by Abha and Binay at Book Value in their profit-sharing ratio. The remaining stock was valued

at¥2,500.

c. Plant and Machinery and Goodwill were valued at ¥32,000 and ¥20,000 respectively.
d. Chitra brought her share of goodwill in cash.
e. Chitra will bring proportionate capital and the capitals of Abha and Binay will be adjusted in their profit-sharing ratio by bringing

in or paying off cash as the case may be.

Prepare Revaluation Account and Partners’ Capital Accounts.

Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Bad Debts Alc 500 | By Stock Ajc 500
To Plant and Machinery Alc 23,000 | By Loss on Revaluation Alc
Abhy's Capital A/c 14,000
Blnay's Capital A/c 14,000 28,000
28,500 28,500
Partners' Capital Account
Dr. cr.
Particulars Abha Binay Chitra Particulars Abha Binay Chitra
To Revaluation A/c 14,000 14,000 By Balance b/d 55,000 30,000
To Goodwill Alc 5,000 5,000 By Bank Alc 18,000
To Profit and Loss A/c 2,500 2,500 By Premium for Goodwill Alc 2,500 2,500
To Stock Alc 4,000 4,000 By WCF Alc 7,500 7,500
To Balance c/d 39,500 14,500 18,000
65,000 40,000 18,000 65,000 40,000 18,000
To Bank A/t 12,500 By Balance c/d 39,500 14,500 18,000
To Balnace c/d (adjustment) 27,000 27,000 18,000 | By Bank A/t 12,500
39,500 27,000 18,000 39,500 27,000 18,000




Working Note:
1 Calculation of Chitra's Capital

Chitra's Capital = Toatal Adjusted Capital of Abha and Blnay = Reciprocal of Combined Profit Share = Chira's Profit Share.
Abha's Adjusted Capital = 55,000+ 2,500+ 7,500 - 14,000 - 5,000 - 2,500 - 4,000 =¥3%,5000
Binay's Adjusted Capital = 30,000 + 2,500 +7,500 - 14,000 - 5,000 - 2,500 - 4,000 = 14,500

Chitra's Capital = { 39,500 + 14,500) x % x % -218 000

2 Calaulation of Mew Capital

Mew capital = Total Adjusted capital x Respective partners's Profit share
Abhy's New Capital = ( 39,500 + 14,500 xé= 27,000

Binay's MNew Capital ={ 39,500 + 14,500) x % = ¥27,000

3 Calcualtion of Chitra's Share of Goodwill
Chitra's Share = Firm's Goodwill = Chitra's Profit Share

= 20,000 x%: 2 5,000

5,000 will be shared between abhay and binay in sacrificing ratic 11

Question 73.

Amrit and Baldev were carrying on business in partnership sharing profits in the ratio of 3: 2 respectively. Their Balance Sheet as at
31st March, 2016 was:

Balance sheet

Liabilities I Assets T
Amrit's Capital 50,000 | Land and Building 25,000
Baldev's Capital 25,000 | Furniture 10,000
Creditors 16,000 | Stock 46,000
Bills Payable 14,000 | Debtors 20,000
Less: Provision for Doubtful 600 19,400
Debts
Cash at Bank 4,600
1,05,000 1,05,000

Chetan is admitted into parstnership on the following terms:
a. New profit-sharing ratio of Amit, Baldev and Chetan will be: 5:3: 2.
b. Land and Building is to be appreciated by 5,000; Furniture is to be depreciated by 10%, Provision for Doubtful Debts is to be
increased by ¥300 and Outstanding Expenses of 200 are to be recorded.
c. Chetan will bring ¥20,000 as his capital and 6,000 as his share of goodwill.
d. The capitals of all the partners will be in their profit-sharing ratio;

Amrit and Baldev making the necessary adjustments in cash. Prepare
a. Revaluation Account;
b. Partners' Capital Accounts;
c. Bank Account and
d. Balance Sheet immediately after recording the above-mentioned transactions.

Solution:



Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Bad Debts Alc 200 | By Stock Adc 500
To Plant and Machinery A/c 28,000 | By Loss on Revaluation Alc
Abhy's Capital Alc 14,000
Blnay's Capital Alc 14,000 28,000
28,500 28,500
Partners' Capital Account
Dr. Cr.
Particulars Abha Binay Chitra Particulars Abha Binay Chitra
To Revaluation A/t 14,000 14,000 By Balance b/d 55,000 30,000
To Goodwill Afc 5,000 5,000 By Bank AJc 16,000
To Profit and Loss Alc 2,500 2,500 By Premium for Goodwill Alc 2,500 2,500
To Stock Alc 4,000 4,000 By WCF AJc 7,500 7.500
To Balance c/d 39,500 14,500 18,000
65,000 40,000 18,000 65,000 40,000 18,000
To Bank Alc 12,500 By Balance c/d 39,500 14,500 18,000
To Balnace c/d (adjustment) 27,000 27,000 18,000 | By Bank A/c 12,500
39,500 27,000 18,000 39,500 27,000 18,000
Balance Sheet
As on March 31,2016 after Chetan's admission
Liabilities Rs. Assets Rs.
Capital A/C s Land and Building (25,000+5,000) 30,000
Amrit 50,000 Furniture ( 10,000- 1,000) 9,000
Baldev 30,000 Stock 46,000
Chetan 20,000 1,00,000 | Debtors 20,000
Creditors 16,000 Less: Provision for Doubtful Debts 900 19,100
Bills Payable 14,000 | Cash at Bank 26,100
Outstanding Expenses 200
1,350,200 1,530,200
Bank Account
Dr. Cr.
Date Particulars 4 Date Particulars g
2016 2016
Mar 31 To Balance b/d 4,600(Mar 01 By Amrit's Capital A/c 5,100
To Chetan's Capital A/c 20,000|Apr01 By Balance c/d 26,100
To Premium for Goodwill A/c 6,000
To Baldev Capital A/c 600
31,200 31,200

Working Notes:
1 Calculation of Sacrifidng Ratio

Sacrifidng Ratio = Cld Ratio - MNew Raio

Amrit s—g 516
1 _2 3 1
Baldew s—E 5-10
Amrit : Baldew
o _ i
Sacrifidng Ratio = oI5

2 Distribution of Premium for Goodwill
Amrit's and Baldev each will get = 6,000 x%=§'3,000
2 Total Capital of the firm after chetan's admission = 20,000 x 1—20 = ¥1,00,000

Proporationate Capital:
5

A= 1,00,000x 7= = €50,000
B = 1,oo,ooox%= 30,000
>

C = 1,00,000x 7= - 20,000

Question 74.




X and Y are partners sharing profits in the ratio of 2: 1. Their Balance Sheet as at 31st March, 2016 was;

Balance sheet

Liabilities T Assets T
Sundry Creditors 25,000 | Cash/Bank 5,000
General Reserve 18,000 | Sundry Debtors 15,000
Capital A/cs Stock 10,000
X 75,000 Investments 8,000
Y 62,000 1,37,000 | Typewriter 5,000
Fixed Assets 1,37,000
1,80,000 1,80,000

They admit Z into partnership on the same date on the following terms:
a. Z brings in 40,000 as his capital and he is given 1/4th share in profits.
b. Z brings in ¥15,000 for goodwill, half of which is withdrawn by old partners.
¢. Investments are valued at $10,000. X takes over Investments at this value.
d. Typewriter is to be depreciated by 20% and Fixed Assets by 10%.
e. Anunrecorded stock of Stationery on 31st March, 2016 is 1,000.
f. By bringing in or withdrawing cash, the Capitals of X and Y are to be made proportionate to that of Z on their profit-sharing basis.

Pass Journal entries, prepare Revaluation Account, Capital Accounts and new Balance Sheet of the firm,

Solution:
Journal
Date Particulars L.F. Debit Credit
T 4
Revaluation A/c Dr. 14,700
To Typewriter A/c 1.000
To Fixed Assets A/c 13,700
(Being decrease in value of typewriter and fixed assets transferred to
revaluation account)
Stationery Adc Dr. 1,000
Investment Alc 2,000
To Revaluation A/c 3.000
(Beingincrease in stationary and investment transferred to revaluation
account)
X's Capital A/c Dr. 7,800
Y's Capital Afc Dr. 3,900
To Revaluation A/c 11,700
(Being revaluation loss transferred to X and Y 's capital account in their old
ratio)
Reserve Fund A/c Dr. 18,000
To X's Capital A/c 12,000
To Y's Capital A/c 4,000
(Being reserve fund distributed)
Cash A/c Dr. 55,000
To Z's Capital Afc 40,000
To Premium for Goodwill A/c 15,000

(Being £ brought capital and share of goodwill)




Premium for Goodwill A/c 15,000
To X's Capital A/c 10,000
ToY's Capital A/c 5.000
(Being premium for goodwill distributed between X and Y in their sacrificing
ratioi.e 2: 1)
K's Capital A/c Dr. 5.000
¥'s Capital Afc Dr. 2,500
To Cash Afc 7.500
(Being half of the premium for goodwill withdrawn by X and Y)
X's Capital Afc Dr. 10,000
To Investment AJc 10,000
(Being X took over the investment)
Cash A/c Dr. 4,800
To X's Capital A/c 4.800
(Being X brought cash to make up deficiency in capital )
Y's Capital Afc Dr. 26,600
To Cash Afc 26,600
(Being ¥ withdrew excess capital after adjustment)
Cash/Bank Account
Dr. Cr.
Particulars 4 Particulars I
To Balance b/d 5.000(By X's Capital Afc (Goodwill) 5.000
Ta Z's Capital A/c 40,000|By ¥Y's Capital A/c (Goodwill) 2,500
To Premium for Goodwill A/c 15,000|By £'s Capital A/c 26,600
Ta X's Capital A/c 5.800|By Balance c/d 31,700
65,800 65,800
Revaluation Account
Dr. Cr.
Particulars T Particulars T
To Typewriter A/c (5,000 =x20% ) 1.000|By Investment A/c 2,000
To Fixed assets A/c (1,37,000 = 10%) 13,700|By Stationery A/c 1.000
By Loss transferred to:
X Capital A/c 7.800
Y Capital A/c 3,900
14,700 14,700
Partners' Capital Account
Dr. Cr.
Particulars X Y Z Particulars X Y Z
To Revaluation Afc 7.800 3.900 By Balance b/d 75,000 62,000
To Investment A/c 10,000 By Reserve Fund A/c 12,000 6,000
To Cash A/fc 5.000 2.500 By Cash A/c 40,000
To Balance c/d 74,200 66,600 40,000|By Premium for Goodwill 10,000 5,000
A.'"C
97,000 73,000 40,000 97,000 73,000 40,000
To Cash A/c 26,600 By Balance b/d 74,200 66,600 40,000
To Balance c/d 80,000 40,000 40,000|By Cash Ak 5,800
(adjusted)
80,000 66,600 40,000 80,000 66,600 40,000




Balance Sheet
AsonMarch 31,2016 after £'s admission

Liabilities T Assets T
Sundry Creditors 25,000|Cash 31,700
Capital Afc s: Sundry Debtors 15,000
X 80.000 Stock 10,000
Y 40,000 Typewriter(5,000- 1,000) 4,000
z 40,000 1,60,000(Fixed Assets ( 1,37,000- 13,700) 1,23.300
Stationery 1,000
1,85,000 1,85,000

Working Notes:

1 Sacrificing Ratio
X

Old Ratio 2:1

Sadifidng Ratioc 2 1

2 Distribustion of Revaluation Loss

Revaluaation loss transferred to X's Capial

Revaluaation loss transferred to ¥'s Capial
3 Distribution of Premium for Goodwill
¥ will get = 15,000 x% -710,000

¥ will get = 15,000 x % - 75,000

4 Adjustrment of Capital

= 11,700 x%: 27,300

1

= 11,700 x 2= 23,900

4

Total capital of the firm on the basis of Z's share= 40,000 % T =T1,60,000

Total Capital of the firm = 1,860,000
Less: Z's capital = 40,000
Combined capital of X and ™ =1,20,000

2

X 's share of Capital
1

1,20,000 x < =280, 000

Y's share of Capital = 1,20,000 % 3 =T40, 000




Question 75.

A, 8 and C are partners sharing profits and losses in the ratio of 2: 3: 5. On 31st March, 2016, their' Balance Sheet was:

Balance sheet

Liabilities T Assets I
Creditors 64,000 | Cash at Bank 18,000
Employees' Provident Fund 32,000 | Bills Receivable 24,000
Profit and Loss A/c 14,000 | Furniture 28,000
Capital A/cs Stock 44,000
A 36,000 Debtors 42,000
B 44,000 Investments 32,000
C 52,000 1,32,000 | Machinery 34,000
Goodwill 20,000
2,42,000 2,42,000

They admit D into partnership on the following terms:
a. Furniture, Investments and Machinery to be depreciated by 15%.

b. Stock is revalued at $48,000.

c. Goodwill to be valued at 324,000.
d. Employees’ Provident Fund is to be increased by 31,800.

e. Prepaid Salaries 800.

f. D to bring in ¥36,000 towards capital for 1/6th share and Partners to readjust their Capital Accounts on the basis of their profit-

sharing ratio.

g. Dis not in a position to bring in any amount for his share of firm's goodwill. The partners decide that the necessary adjustments
should be made through D's Current Account.

Prepare Revaluation Account, Partners' Capital Accounts, Bank Account and Balance Sheet of the new firm

Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Employee provident fund Alc 1,800 | By Stock A/c (48,000 - 44,000) 4,000
To Furniture A/c { 28,000 x 15%) 4,200 | By Prepaid salaries A/t 800
To Machinery Afc { 34,000 x 15%) 5,100 | By Loss transferred to:
To Investment A/c ( 32,000 x 15%) 4,800 A's Capital Afc 2,220
B's Capital A/c 3,330
C's Capital Aic 5,550
15,900 15,900
Partners' Capital Account
Dr. Cr.
Particulars A B C D Particulars A B C D
To Goodwill Alc 4,000 6,000 10,000 By Balance bid 36,000 44,000 52,000
To Revaluation A/c (loss) 2,220 3,330 5,550 By Profit and Loss Afc 2,800 4,200 7,000
To Balance c/d 33,380 40,070 45,450 36,000 | By Bank AJc 36,000
By D's Current A/t 800 1,200 2,000
39,600 49,400 61,000 36,000 39,600 49,400 61,000 36,000
To Balance c/d (adjusted) 36,000 54,000 90,000 36,000 | By Balance bid 33,380 40,070 45,450 36,000
By Bank A/c 2,620 13,930 44,550
36,000 54,000 90,000 36,000 36,000 54,000 90,000 36,000
Balance Sheet
As on March 31,2016 after D's admission
Liabilities Rs. Assets Rs.
Capital A/c s: Cash at Bank 1.15,100
A 36,000 Bills Receivable 24,000
B 54,000 Furniture(28,00- 4,200) 23,800
C 90,000 Stock 43,000
D 36,000 2,16,000 | Debtors 42,000
Sundry Creditors 64,000 | Investment( 32,000 - 4,8000 27,200
Employee Provident Fund 33,800 | Machinery (34,000 - 5,100) 28,900
D's Current 4,000
Prepaid Salaries 800
3,13,800 3,13,800




Bank Account

Dr. Cr.
Particulars 3 Particulars 3

To Balance b/d 18,000

To D's Capital AJfc 36,000

To A's Capital Afc 2,620

To B 's Capital A/c 13,930

To C's Capital Adk 44 550|By Balance c/d 1,15,100
1,15,100 1,15,100

Working note :
ArB:C

Old Ratio 2:3:5

Sacrifidng Ratio 2 : 3. 5

1 : Distributiom of Revalution Loss

A's Share of Loss =11,000x 1—20 = ¥2,220
B's Share of Loss =11,000« % =%¥3,330
2

C's Share of Loss =11,DDO><ﬁ = 5550

2 wWriting - off of Goodwill
partners capital accout will be debented as

A's Share of Loss =20,000 % = 24,000
B's Share of Loss =20,000 % = 5,000

C's Share of Loss =20,000x 1—;; = 10,000




3. Distribution of Profi and Loss (Profit)
=2

A's Share of Loss =14,000 - 2,800
B's Share of Loss =14,000% % =¥4,200
2

C's Share of Loss =14,000x - 27,000

4 Calculation of D's share of Goodwill
goodwill of the new firm = 24,000

C's share of Goodwill = 24,000 % é =T4,000

5:treatment of D's Goodwil

Journal
Date Particulars L.F. Debit Credit
T T
D's Capital Afc Dr. 4.000
To A's Capital A/c 800
To B's Capital A/c 1.200
To C's Capital Afc 2,000
(Being d 's share of goodwill charges from his current account)

6 Adjustment of Capital

Total capital of the firm after D's admission= 36,000:<% =2, 16,000
Less: D's Capital = 36,000
Combined Capital of &, B and C = 1,280,000
A's Proportionate Capital = 1,80,000x % = 36,000
B's Proporticnate Capital = 1,800,000 x % = 54, 000

5

Z's Proportionate Capital = 1,80,000 x 15°- 90, 000

Question 76.

A and B are in partnership sharing profits and losses in the proportion of 2/3rd and 1/3rd respectively. Their at 31st March,
2016 was: Cash Rs. 1,000; Sundry DebtorsRs.15,000; Stock Rs.22,000; Plant and Rs.4,000; Sundry Creditors Rs.2,000;
Bank Overdraft Rs.15,000; A’s Capital Rs.15,000; B’s Capital Rs.10,000

On 1st April 2016, they admitted C into partnership on the following terms:

a. C to purchase one-quarter of the goodwill for Rs.3,000 and provide Rs.10,000 as capital. C brings in necessary cash for
goodwill and capital.

b. Profit and losses are to be shared in the proportion of one-half to A, one-quarter to B and one quarter to C.

c. Plant and Machinery is to be reduced by 10% and Rs.500 are to be provided for estimated Bad Debts. Stock is to be taken
at a valuation of Rs.24,940.

d. By bringing or withdrawing cash the capitals of A and B are to be made proportionate to that of C on their profit-sharing
basis.

Prepare necessary Ledger Accounts in the books of the firm relating to the above arrangement and submit Balance Sheet of
the new firm.

Solution:



Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Plant and Machinery A/c (4,000x10%) 400 | By Stock A/t ( 24,940 -22,000) 2,940
To Provision for Bad Debts A'c 500
To Profit transferred to:
A Capital Alc 1,360
B Capital Alc 680
2,940 2,940
Partners' Capital Account
Dr. Cr.
Particulars A B C Particulars A B C
By Balance b/d 15,000 10,000
By Cash AJc 10,000
To Balance c/d 18,360 11,680 10,000 | By Premium for Goodwill A/c 2,000 1,000
By Revaluation Ajc 1,360 65
18,360 11,680 10,000 18,360 11,680 10,000
To Cash Alc 1,680 By Balance b/d 18,360 11,680 10,000
To Balance c/d 20,000 10,000 10,000 | By Cash 1,640
20,000 11,680 10,000 20,000 11,680 10,000
Balance Sheet
as on April 01,2016 after C's admission
Liabilities Rs. Assets Rs.
Sundry Creditors 2,000 | Cash 13,960
Bank Overdraft 15,000 | Sundry Debtors 15,000
Capital Afc s: Less: Prov. for Bad Debts 500 14,500
A 20,000 Stock 24,940
B 10,000 Plant and Machinery 3,600
C 10,000 40,000
57,000 57,000
Cash Account
Dr. Cr.
Particulars I Particulars I
To Balance b/d 1.000|By B "s Capital A/c 1,680
To C's Capital Afc 10,000
To Premium for Goodwill Afc 3,000
To A's Capital A/c 1,640
By Balance c/d 13,960
15,640 15,640

Working Note :

1: Sacreifidng Ratio

A B
Cld Rato 2 : 1
A

MNew Ratio l :

Bl
LN

Sacrifidng Rati

A = .

D C
=2:1:1

= QOld Ratio - Mew Ratio

347712 12
B =1 1_4-3_ 1
3 4 1z iz
Sacrifidng Ratio 2 1




2 : Distribution of premium for Goodwill

A will get = 3,0003(%: 72 000
B will get = 3,ooox%=e 1, 000

2 :Distribution of Revaluation profit

A's Share = 2JO4O><% =¥1,360

B's Share = 2,040x%=?680

4 ¢ Adjustment of Capitals (in new ratio)
Total Capital of the firm = 10,OOO><%L =¥40,000

A's share Of capital =40,000 = % =T 20,000

B and C each share of Capital = 40,000« % = 10,000

Question 77.

A and B were partners in a firm sharing profits in 3: 1 ratio. They admitted C as a partner for 1/4th share in the future profit. C was to
bring- 60,000 for his capital. The Balance Sheet of A and B at 1st April, 2016, the date on which C was admitted, was:

Balance sheet

Liabilities T Assets T

Capital Afcs Land and Building 40,000

A 50,00 Plant and Machinery 70,000

B 80,000 1,30,000 | Stock 30,000
General Reserve 10,000 | Debtors 35,000
Creditors 70,000 | Less: Provision for Doubtful 1,000

Debts

Investments 26,000

Cash 10,000

2,10,000 2.,10,000

The other terms agreed upon were:
a. Goodwill of the firm was valued at ¥24,000.
b. Land and Building were valued at ¥65,000 and Plant and Machinery at ¥60,000.
c. Provision for Doubtful Debts was found in excess by ¥400.
d. A liability of ¥1,200 included in Sundry Creditors was not likely to arise.
e. The capitals of the partners be adjusted on the basis of C's contribution of capital to the firm.
f. Excess or shortfall, if any, be transferred to Current Accounts.

Prepare Revaluation Account, Partners' Capital Accounts and Balance Sheet of the new firm.

Solution:



Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Plant and Machinery A/c (70,000-60,000) 10,000 | By Land and Building A/c (65,000-40,000) 25,000
To Profit transferred to: By Provision for D. Debts A/c 400
A Capital Alc 12,450 | By Creditors Alc 1,200
B Capital Afc 4,150
26,600 26,600
Partners' Capital Account
Dr. Cr.
Particulars A B c Particulars A B c
By Balance b/d 50,000 80,000
By General Reserve Alc 7,500 2,500
By Revaluation A/c 12,450 4,150
By Cash Alc 60,000
To Balance c/d 74,450 88,150 60,000 | By Premium for Goodwill Alc 4,500 1,500
74,450 88,150 60,000 74,450 88,150 60,000
To B's Current Alc 43,150 By Balance b/d 74,450 88,150 60,000
To Balance c/d 1,35,000 45,000 60,000 | By A's Current Afc 60,550
1,35,000 88,150 60,000 1,35,000 88,150 60,000
Balance Sheet
as on April 01,2016 after C's admission
Liabilities Rs. Assets Rs.
Creditors (70,000-1,200) 68,800 | Land and Building 65,000
Capital Afc s Plant and Machinery 60,000
A 1,35,000 Stock 30,000
B 45,000 Debtors 35,000
C 60,000 2,40,000 Less: Prov. For Doubtful Debts 600 34,400
Debts
Investment 26,000
Cash 76,000
A's Current Afc 60,550
3,51,950 3,51,950

Working Note :

1: Sacreifidng Ratio
A B

Old Ratio 31

Sacreificing Ratio 3 :1

2

C's share of Goodwill = 24,000« %L =¥5,000

& will get =6,ooox§= 7 4,500
B will get =6,00D><%= 1,500
3.

Distribution of Revaluation Profit

A Will get = 16,600x§= 12, 450
A Will get= 16,600x%r= 4 150

4 Agdustment of Capital

Total Capital of the firm after = 60,000x 4 =2,40,000

C's Admission
Less @ C's Capital
Combined CApital Of A and B

= 60,000
=1,80,000

3

A's proporfionate Capital = 1,80,000 i 1,35 000

1

B's proportdonate Capital = 1,880,000 % i 45,000




Cash Account
Dr.

Cr.
Particulars I Particulars I
To Balance b/d 10,000
To C's Capital A/c 60,000
To Premium for Goodwill A/c 46,000|By Balance c/d 76,000
76,000 76,000

Question 78.

A and B are partners in a firm sharing profits and losses in the ratio 3: 1. They admit C for 1/4™ share on 31st March, 2014 when their

Balance Sheet was as follows:

Balance sheet

Liabilities T Assets T
Employees' Provident Fund 17,000 | Cash 6,000
Workmen Compensation Reserve 6,000 | Stock 15,000
Investment Fluctuation Reserve 4,100 | Debtors 50,000
Capital A/cs: Less: Provision for Doubtful Debts 2,000 48,000
A 54,000 | Investments 7,000
B 35,000 | Goodwill 40,000
1,16,100 1,16,100
The following adjustments were agreed upon:
a. Cbrings in 16,000 as goodwill and proportionate capital.
b. Bad debts amounted to T 3,000.
c. Market value of investment is ¥4,500.
d. Liability on account of workmen compensation reserve amounted to ¥2,000.
Prepare Revaluation A/c and Partners' Capital Accounts.
Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Bad Debts Alc 1,000 | By Loss on Revaluation :
A's Capital Alc 750
B's Capital A/c 250 1,000
1,000 1,000
Partners' Capital Account
Dr. Cr.
Particulars A B c Particulars A B c
To Revaluation Alc 750 250 By Balance b/d 54,000 35,000
To Goodwill Alc 30,000 10,000 By Bank Ajc 23,200
By Premium for Goodwill A/c 12,000 4,000
To Balance c/d 39,450 30,150 23,200 | By WCF Adc 3,000 1,000
By IFF Adc 1,200 400
70,200 40,400 23,200 70,200 40,400 23,200

Working Notes:
1 Calculation of C's Capital
C's Capital = Total Adjusted Capital of A and B x Reciprocal of Combined Profit Share x C's Profit Share
A's Adjusted Capital = 54,000 + 12,000 + 3,000 + 1,200 - 750 - 30,000 = Rs.39,450
B's Adjusted Capital = 35,000 + 4,000 + 1,000 + 400 - 250 -10,000 = Rs.30,150
C's Capital = (39,450 + 30,150) x% x% = £23,200
Notes:
1. Premium for Goodwill Rs.16,000 will be distributed between A and B in sacrificing ratio i.e. 3: 1.
2. Excess WCF of Rs.4,000 will be shared in old ratio among old partners.
3. Excess IFF of Rs.1,600 will be shared in old ratio among old partners.




Question 79.

The Balance Sheet of X, Y and Z who share profits and losses in the ratioof 3: 2: 1, as on 1st April, 2016 is as follows:

Balance sheet

Liabilities T Assets T

Capital A/cs Y's Current Account 7,000

X 1,75,000 Land and Building 1,75,000

Y 1,50,000 Plant and Machinery 67,500

z 1,25,000 4,50,000 | Furniture 80,000

Capital A/cs Investment 36,500

X 4,000 Bills Receivable 17,000

Y 6,000 10,000 | Sundry Debtors 43,500

General Reserve 15,000 | Stock 1,37,000

Profit and Loss A/fc 7.000 | Bank 43,500
Creditors 80,000
Bills Payable 45,000

6,07,000 6,07,000

On the above date, W is admitted as a partner on the following terms:
a. Wwill bring ¥50,000 as his capital and get 1/6th share in the profits.
b. He will bring necessary amount for his share of goodwill premium. Goodwill of the firm is value at ¥90,000.
c. New profit-sharing ratio will be 2:2:1:1.
d. A liability of ¥7,004 will be created against bills receivable discounted.
e. The value of stock, furniture and investments is reduced by 20%, whereas the value of Land and Building and Plant and Machinery
will be appreciated by 20% and 10% respectively.
f. Capital Accounts of the partners will be adjusted on the basis of W's Capital through their Current Accounts.

Prepare Revaluation Account, Partners' Current Accounts and Capital Accounts.

Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Stock A/t 27,400 | By Land and Building A/c 35,000
To Furniture A/t 16,000 | By Plant and machinery Ajc 6,750
To Investment A/c 7,300 | By Loss transferred fo:
To Liability against Bills Alc X's Capital Afc 7.977
To Receivable discounted AJc 7,004 Y's Capital A/c 5,318
Z's Capital Alc 2,659 15,954
57,704 57,704
Partners' Capital Account
Dr. Cr.
Particulars A B c Particulars A B c
To Balance bid 7,000 By Balance b/d 4,000 6,000
To Revaluation A/c (loss) 7977 5,318 2,659 | By General Reserve Alc 7,500 5,000 2,500
By Profit and loss Alc 3,500 2,333 1,167
To Balance c/d 97,023 45,015 82,008 | By Premium for Goodwill A/c 15,000
By Capital Alc 75,000 50,000 75,000
1,05,000 57,333 84,667 1,05,000 57,333 84,667
Partners' Capital Account
Dr. Cr
Particulars X Y z w Particulars X Y 4 W
To Current Alc 75,000 50,000 75,000 By Balance b/d 1,75,000 1,50,000| 1,25,000
To Balance c/d 1,00,000 1,00,000 50,000 | 50,000 | By Cash Alc 50,000
1,75,000 1,50,000 1,25,000 [ 50,000 1,75,000 1,50,000 | 1,25,000 50,000




Working Note :

1 Calcuation of Sacrificing RAto

Old RAto =3 20 1

Mew Ratio= 2:2:1:1

Sacrifidng Ratio = Old Ratio - New Ratio

v d_2_1
& 6 6
v=2_2_Ni
& &
=121
£ &

Here, only X has sacificad,

2: Distribution of Gooddwill
W's share of Goodwill = Q0,000xé = 15000

Aszo only X has sacrificed his share , threrefor, he will get = 15,000

3 Adjustment of Chpital

Total Capital of the firm = W's Capital x Redprocal of his share
= 50,000% % = 3,00,000

MNew profit shareing Ratio =20 2: 111

%'s New Capital = 3,00,000% = #1,00,000

¥'s New Capital = 3,00,000 % - 21,00, 000

Z's New Gapital = 3,00,000 xé —£50,000

W's New Capital = 3,00,000% é -250,000



Question 80.

Pradeep and Dhanraj were partners in a firm sharing profits in the ratio of 3:1. Their Balance Sheet on 31st March, 2016 was:

Balance sheet

Liabilities T Assets g

Creditors 30,000 | Cash 4,000
Bills Payable 1,000 | Debtors 50,000

Reserve Fund 16,000 Less: Provision for 5,000 45,000

Doubtful Debts

Qutstanding Salary 3,000 | Stock 30,000

Capital A/cs Bills Receivable 10,000

Pradeep 60,000 Patents 1,000

Dhanrai 20,000 80,000 | Machinery 40,000

1,30,000 1,30,000

They admitted Leander as a new partner on this date. New Profit-Sharing ratio is agreed as 3:3:2
Leander brings in proportionate capital after the following adjustments:
a. Leander brings¥16,000 as his share of goodwill.
b. Provision for Doubtful Debts is to be reduced by T 2,000.
¢. There is an Old Typewriter valued at ¥2,400. It does not appear in the books of the firm. It is now to be recorded.

d. Patents are valueless.

Prepare Revaluation Account, Capital Accounts and opening Balance Sheet of Pradeep, Dhanraj and Leander.

Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Patents Alc 1,000 | By Provision for Doubtful Debts Afc 2,000
To Profit transferred to: By Typewriter A/c 2,400
Pradeep Capital A/c 2,550
Dhanraj Capital A/c 850
4,400 4,400
Partners' Capital Account
Dr. cr.
Particulars A B c Particulars A B c
By Balance b/d 60,000 20,000
By Reserve Fund A/t 12,000 4,000
To Balance c/d (after adjustment) 90,550 24,850 By Revaluation A/c 2,550 850
By Premium for Goodwill A/c 16,000
90,550 24,850 90,550 24,850
By Balance b/d 90,550 24 850
To Balance c/d 90,550 24,850 69,240 | By Cash Alc 69,240
90,550 24,850 69,240 90,550 24,850 69,240
Balance Sheet
As on March 31,2016 after Leander's admission
Liabilities Rs. Assets Rs.
Creditors 30,000 | Debtors 50,000
Bills Receivable 1,000 Less: Prov. for Doubtful Debts 3,000 47,000
Outstanding Salary 3,000 | Stock 30,000
Capital A/c s Bills Receivable 10,000
Pradeep 90,550 Machinery 40,000
Dhanraj 24,850 Typewriter 2,400
Leander 69,240 1,84,640 | Cash 89,240
2,18,640 2,18,640




Pradesp : Dhanraj
Old Ratio 31

Predeep : Dhanraj : Leander

Mew Ratic 3 2 o1
Sadifidng Ratio = Qld Ratio - New Ratio
3 3 3
Pradeep =17 %5°%
.1 2 0
Chanraj =353

Leander aocquires his share of profit from pradeep only.
Therefore, amount for goodwill brought by leader will be taken by predeep alone,

Z2
Distributicn of Revaluation Profit

Pradeep's Share = 3,400 x g 22,550

Dhanrai's Share = 3,400 x %1 2850

3
Distributicn of Resrve Fund

Pradeep's Share = 16,000 x % =¥12 000

Chanraj's Share = 16,000 x %r = T4,000

4
Caleulation of Leander's Capital
Combined capital of predeep and Dhanraj after all ajustment = 90,550 +24,850 =1,15,4000

Combined Share of Profit of Predeep and Dhanraj = 1 - leander Share = 1 —g = g
Total capital of the Firm on the Basis of combined capital of Pradeep and Dhanraj
= 1,15,400x% % = ¥1,84,640
leander Capital = 1,84,640x g = 69,240
5
Cash Account
Dr. Cr.
Particulars T Particulars T
To Balance b/d 4,000
To Leander s Capital A/c 69,240
To Premium for Goodwill A/c 16,000 (By Balance c/d 59,240
89,240 89,240




Question 81.

Mohan and Sohan are in partnership sharing profits in the proportion of 3/5th and 2/5th respectively. Their Balance Sheet as at 31st
March, 2016 was:

Balance sheet

Liabilities T Assets T
Mohan's Capital 2,000 | Plant 650
Sohan's Capital 1.000 | Cash 650
Creditors 400 | Debtors 1,000
Less: Reserve for Doubtful Debts 400 600
Stock 1,500
3,400 3,400

They decide to admit Rohan to a 1/3rd share upon the terms that he is to pay into the business 1,000 as Goodwill and sufficient
Capital to give him a 1/3rd share of the total capital of the new firm. [t was agreed that the Reserve for Doubtful Debts be reduced to
7100 and the Stock be revalued at ¥2,000 and that the Plant be reduced to 500.

You are required to record the above in the Ledger of the firm and show Balance Sheet of the new partnership.

Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
By Reserve for Doubtful Debts A/c
To Plant Afc 130 | (400- 100) 300
To Profit transferred to: By Stock A/c 500
Mohan Capital Aic 390
Sohan Capital Alc 260
800 800
Partners’ Capital Account
Dr. Cr.
Particulars A B Cc Particulars A B C
By Balance b/d 2,000 1,000
By Revaluation A/t 390 260
To Balance c/d (after adjustment) 2,990 1,660 By Premium for Goodwill A/c 600 4000
2,980 1,660 2,980 1,660
By Balance b/d 2,990 1,660
To Balance c/d 2,990 1,660 2,325 | By Cash Aft 2,325
2,990 1,660 2,325 2,990 1,660 2,325
Balance Sheet
as on March 31,2016 after Rohan's admission
Liabilities Rs. Assets Rs.
Capital A/C s: Cash 3,975
Mohan 2990 Debtors 1,000
Sohan 1,660 Less: Reserve for D. Debts 100 900
Rohan 2325 6,975 | Stock 2,000
Creditors 400 | Plant 500
7,375 7,375




Working Note
1

Mohan : Sohan
Old Ratio 3.2
Sacrifidng Ratio 3 : 2

2
Distribution of Premium for Goodwill

Mohan will get = 1,000 x%: 600

Schan will get = 1,000 x% = T400

3
Distribution of Revaluatcn Profit

Mohan's Share = 650 x g - 2300

Schan's Share = 650 x % = ¥290

4
Caloulation of Rohan's Capital
Combined capital of predeep and Dhanraj after all ajustment = 2,990 +1,660 = 4,650

Total capital of the Firm on the Basis of combined capital of Mohan and Sohan= 4,650« g = 6,975
Rohan Capital = 6,975« % =¥2,325
5
Cash Account
Dr. Cr.
Particulars T Particulars £
To Balance b/d 650
To Rohan 's Capital Adc 2325
To Premium for Goodwill Afc 1,000|By Balance c/d 3,975
3,975 3,975
Question 82.

Following is the Balance Sheet of X and Y as at 31st March, 2016, Z is admitted as a partner at that date when the positionof Xand Y
was:

Balance sheet

Liabilities T Assets I
X's Capital A/c 10,000 | CashinHand 9,000
Y's Capital Afc 8,000 | Debtors 11,000
Creditors 12,000 | Stock 12,000
General Reserve 16,000 | Building 8,000
Workmen Compensation Reserve 4,000 | Machinery 10,000
50,000 50,000

Xand Y share profits in the proportion of 3:2.
The following terms of admission are agreed upon' Prepare new Balance Sheet of the firm and Capital Accounts of the Partners.’
a. Revaluation of assets: Building ¥18,000; Stock T 16,000.
b. The liability on Workmen Compensation Reserve is determined at ¥ 2,000.
c. £ brought in as his share of goodwill ¥10,000 in cash.
d. Z was to bring in further cash as would make his capital equal to 20% of the combined capital X and Y after above revaluation and
adjustments are carried out.

e. The future profit-sharing proportions were: X-2/5 v-2/5t and Z-1/5t .

Prepare new Balance Sheet of the firm and Capital Account of the Partners.

Solution:



Revaluation Account

Dr. Cr.
Particulars I Particulars T
To Profit transferred to: By Building A/c ( 18,000~ 8,000) 10,000
X Capital A/c 8.400|By Stock Afc ( 16,000 - 12,000) 4,000
¥ Capital A/ 5.600
14,000 14,000
Partners' Capital Account
Dr. Cr.
Particulars X Y Z Particulars Y zZ
By Balance b/d 10,000 8,000
To Balance c/d 39.200 20,800 By General Reserve 2,600 6,400
Alc
By Workmen's 1.200 800
Compensation Fund
Afc
By Revaluation Afc 8.400 5,600
(Profit)
By  Premium for 10,000
Goodwill Afc
39,200 20,800 39,200 20,800
By Balance b/d 39.200 20,800
To Balance c/d 39,200 20,800 12,000|By Cash Afc 12,000
39,200 20,800 12,000 39,200 20,800 12,000
Balance Sheet
AsonMarch 31,2016 after £'s admission
Liabilities T Assets T
Capital A/c s: Cash in Hand 31,000
X 39,200 Debtors 11,000
Y 20,800 Stock 16,000
Z 12,000 72,000|Building 18,000
Creditors 12,000|Machinery 10,000
Outstanding Workmen's 2,000
Compenstion Claim
86,000 86,000
WorkingMNote
1 : Sacrificing Ratio
o
Old Ratio 3.2
xovaZ
Mew Ratio 221
Sacrifidng Ratio = Old Ratio - New Ratio
wg = S5-2_1
5 5 =5
Y's = g - % =0
5 5

Only » is Sacrificing 1/5 portion of profit in favour of 2.
Therefore, amount of Premium of Goodwill will be aken by X anly

2 : Treatment of Workmen Companion Fund




Journal

Date Particulars L.F. Debit Credit
4 T
Workmen's Companion Fund A/c Dr. 4,000
To Qutstanding Workmen's Companion Claim A/t 2,000
To X's Capital A/c 1,200
ToY's Capital A/c 800
(Being outstanding workmen's companion charges from the fund and
remaining fund transferred to partner’s capital in their old ratio)

3 Calculation of Z's Capital
Combined capital of X and ¥ after all Adjustment = 39,200 + 20,800 = 0,000

. o 20
Z's Capital = 60,000 x 1= - 12,000

4: Calculation of Cash Balance

Cash Account

Dr. Cr.
Particulars 4 Particulars I
To Balance b/d 2,000
To Z's Capital AJfc 12,000
To Premium for Goodwill Afc 10,000|By Balance c/d 31,000
31,000 31,000
Question 83.

X and Y are partners in a firm. They share profits and losses as X-3/5t and Y-2/5. Their Balance Sheet as on 1st April, 2016 is given
below:

Balance sheet

Liabilities T Assets T

Creditors 2,60,000 | Land and Building 3,00,000
Bills Payable 2,40,000 | Plant and Machinery 4,00,000
Capital A/cs: Patents 1,60,000
X 7,00,000 Stock 2,50,000

Y 3,50,000 10,50,000 | Debtors 3,00,000
Less: Provision for 6,000 2,94,000

Doubtful Debts

Cash at Bank 1,46,000
15,50,000 15,50,000

They agree to admit Z into partnership on the following basis:
a. Z will pay ¥3,00,000 as capital and Capital Accounts of other partners to be adjusted in their n profit-sharing ratio on the basis of
Z's Capital.
b. Goodwill of the firm is valued at ¥2,50,000. Z fails to bring his share of goodwill.
c. Plant and Machinery is to be depreciated by 15%, stock by ¥40,000, land and buildings are to be appreciated by ¥1,60,000.
Prepare necessary ledger accounts.
d. New profit-sharing ratio will be 5:3:2.

Solution:



Revaluation Account

Dr. Cr.
Particulars Rs. Particulars Rs.
To Plant and Machinery A/c 60,000 | By Land and Building A/c 1,60,000
To Stock A/t 40,000
To Profit transferred to:
X Capital Alc 36,000
Y Capital Alc 24,000
1,60,000 1,60,000
Partners' Capital Account
Dr. Cr.
Particulars X Y r4 Particulars X Y r4
By Balance bid 7,00,000 3,50,000
To Balance c/d 7,61,000 3,99,000 3,00,000 | By Revaluation Ajc 36,000 24,000
By Bank A/c 3,00,000
By Z's Current A/c 25,000 25,000
7,61,000 3,99,000 3,00,000 7,61,000 3,99,000 3,00,000
To Bank Ajt 11,000 By Balance b/d 7,61,000 3,99,000 3,00,000
To Balance c/d (Adjusted) 7,50,000 4,50,000 3,00,000 | By Bank A/c 51,000
7,61,000 4,50,000 3,00,000 7,61,000 4,50,000 3,00,000
Balance Sheet
As on March 31,2016 after Z's admission
Liabilities Rs. Assets Rs.
Creditors 2,60,000 | Land and Building 4,60,000
Capital A/t s: Plant and Machinery 3,40,000
X 7.50,000 Patents 1,60,000
Y 4,50,000 Debtors 3,00,000
z 3.00,000 15,00,000 Less: Prov. For Doubtful Debts 6,000 2.,94,000
Bills Payable 2,40,000 | Stock 2,10,000
Cash at Bank 4,586,000
Z's Current Alc 50,000
20,00,000 20,00,000

Working Notes:
1. Calaulation of scarifidng Ratio

Old Ratic =3 2
Mew RAtHo =5 32
sadifdng Ratio= CQld Ratio - New Ratio

x=3_.2_1

5 10 10
y=2.3_1

5 10 10
Sacrifidng Ratio=1: 1

2 Distribution of Goodwill

Z's share of Goodwill = 2,50,000 x % = 50,000

= ¥50,000 will be distributed between X and ¥Yin 1.1

Since, Z could not bring his share of goodwill in cash, itis adjusted throught his currebt account.

3 Adjustment of Capital

Total Capital of the firm = 2's Capital = Redciprocal of his share
= 3,00,000 x ? =¥15,00,000

MNew Profit Shareing Ratio =5 3 2

%'s New Capital = 15,00,000% 1% = 27,50,000

Y5 New Capital = 15,00, 000 x % -2 4,50,000

Z's New Gapital = 15,00,000 % % - 23,00, 000




Bank Account

Dr. Cr.
Particulars I Particulars I
To Balance b/d 1,46,000|By X's Capital A/c 11,000
To £'s Capital Afc 3,00,000
ToY's Capital A/c 51,000|By Balance c/d ( balancing Figure) 486,000
4.97,000 4,97,000

Question 84.

Jain and Gupta were partners in a firm sharing profits and losses in the ratio of 4 : 3. The following is the Balance Sheet of the firm as at 31st
March, 2016:

BALANCE SHEET OF JAIN AND GUPTA as at 31st March, 2016

Liabilities Rs. Assets Rs.

Sundry Creditors 20,000 | Cash 14,800
Bills Payable 3,000 | Debtors 20,500

Bank Overdraft 17.000 | Less: Provision for Doubtful Debts 300 20,200

Capital Afcs: Stock 20,000

Jain 70,000 Plant 40,000

Gupta 60,000 1,30,000 | Building 75,000

1.70,000 1,75,000

They agreed to admit Mishra as partner with effect from 1st April, 2016 with 1/4th share in profits on the following terms:

a. Mishra will bring in capital to the extent of 1/4th of the total capital of the new firm after all adjustments have been made.

b. Building is to be appreciated by Rs.7,14,000 and Plant to be depreciated by Rs.7,000.

c. The provision for doubtful debts on Debtors is to be raised to Rs.1,000.

d. Mishra will bring in Rs. 21,000 as his share of goodwill.

Prepare Revaluation Account, Partners' Capital. Accounts and Balance Sheet of the firm immediately after Mishra's admission.

Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Plant Adc 7,000 | By Building Alc 14,000
To Provision for D. Debts A/c ( 1,000- 300) 700
To Profit transferred to:
Jain Capital Alc 3,600
Gupta Capital Alc 2,700
14,000 14,000
Partners' Capital Account
Dr. Cr.
Particulars Jain Gupta Mishra Particulars Jain Gupta Mishra
By Balance b/d 70,000 60,000
To Balance c/d 85,600 71,700 By Revaluation Alc 3,600 2,700
By Premium for Goodwill Alc 12,000 9,000
85,600 71,700 85,600 71,700
By Balance b/d 85,600 71,700
To Balance c/d 85,600 71,700 52,433 | By Cash Alc 52,433
85,600 71,700 52,433 85,600 71,700 52,433
Balance Sheet
as on April 01,2016 after Mishra's admission
Liabilities Rs. Assets Rs.
Sundry Creditors 20,000 | Cash 88,233
Bills Payable 3,000 | Debtors 20,500
Bank Overdraft 17,000 Less: Prov. For Doubtful Debts 1,000 19,500
Capital A/t s Stock 20,000
Jain 35,600 Plant ( 40,000 - 7,000) 33,000
Gupta 71,700 Building ( 75,000 + 14,000) 39,000
Mishra 52,433 209,733
2,49,733 2,49,733




Working Notes:
1

jain ; Gupta
Old Ratio 4. 3
sacifdng Ratio 4 © 3

2
Distributicn of Revaluation Profit
Jain's Share = 6,300 x ;L = ¥3,600

Gupta's Share = 6,300 x ; =32,700

3
Calaulation of Mishra's Capital
Combined Capital of Jain and Gupta after all adjustment = 85,600 + 71,700 =1,57,300

Combuined share of jain and Gupta = 1- Mishra's Share = 1—%= %
Total Capital of the firm = 1,57,300x% =¥2,09734
Mishra's Capital = 2,009,734 x % =¥52 433
4.
Cash Account
Dr. Cr.
Particulars T Particulars T
To Balance b/d 14,800
To Mishra's Capital A/c 52433
To Premium for Goodwill A/c 21.000|By Balance c/d 58,233
88,233 88,233




Question 85.

Shikhar and Rohit were partners in a firm sharing profits in the ratio of 7: 3. On 1st April, 2013, they admitted Kavi as a new partner
for 1/4 share in profits of the firm. Kavi brought ¥4,30,000 as his capital and ¥25,000 for his share of goodwill premium. The Balance
Sheet of Shikhar and Rohit as on 1st April, 2013 was as follows

BALANCE SHEET OF SHIKHAR AND ROHI
as at 15 April 2013

Liabilities T Assets T
Capital Afcs: Land and Building 3,50,000
Shikar 8,00,000 Machinery 4.,50,000
Rohit 3,50,000 11,50,000 | Debtors 2,20,000
General Reserve 1,00,000 Less: Provision 20,000 2,00,000
Workmen's Compensation 1,00,000 | Stock 3,50,000
Fund
Creditors 1,50,000 | Cash 1,50,000
15,00,000 15,00,000

It was agreed that

a. The value of Land and Building will be appreciated by 20%.

b. The value of Machinery will be depreciated by 10%.

c. The liabilities of Workmen's Compensation Fund was determined at ¥50,000.
d. capitals of Shikhar and Rohit will be adjusted on the basis of Kavi's capital and actual cash to be brought in or to be paid off as the

case may be-

Prepare Revaluation Account Partners' Capital Accounts and Balance Sheet of the new firm.

Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Machinery Afc 45,000 | By Land and Building A/t 70,000
To Profit transferred to:
Shikhar's Capital Alc 17,500
Rohit"S Capital A/c 7,500 25,000
70,000 70,000
Partners' Capital Account
Dr. Cr.
Particulars Jain Gupta Mishra Particulars Jain Gupta Mishra
By Balance b/d ,00,000 3,50,000
To Balance c/d 9,40,000 4,10,000 4,30,000 | By General Reserve Alc 70,000 30,000
By Workmen's Compensation
fund AJc 35,000 15,000
By Cash Afc 4,30,000
By Premium for Goodwill Alc 17,500 7,500
By Revaluation A/t 17,500 7,500
9,40,000 4,10,000 4,30,000 9,40,000 4,10,000 4,30,000
To Cash Afc 37,000 23,000 By Balance b/d 9,40,000 4,10,000 4,30,000
To Balance c/d 9,03,000 3,87,000 4,30,000
9,40,000 4,10,000 4,30,000 9,40,000 4,10,000 4,30,000
Balance Sheet
As on March 31,2016 after Mishra's admission
Liabilities Rs. Assets Rs.
Liability for Workmen's Compenstion 50,000 | Land and Building 4,20,000
Creditors 1,50,000 | Machinery 4,50,000
Capital A/t s Less: Depreciation @ 10% 45,000 4,05,000
Shikhar 9,03,000 Debtors 2,20,000
Rohit 3,867,000 Less: Provision 20,000 2,00,000
Kavi 4,30,000 17,20,000 | Stock 3,50,000
Cash 5,45,000
19,20,000 19,20,000




Calucualtion of Profit Sharing Ratio
shrikhar @ Rohit
Cld Ratio = 3.2
Kavi's Share = 1
4
Let the total share of the firm =1
Femaining share of the firm = 1—l =§

7,3 2
1074 40
Rohit's Mew Share =1—30><

Shikhar's MNew Share =

2
A0
9.

40

3
4
Mew Profit Sharing Ratio =

5|
Il

_ 21:9:.10
40
Sacrifidng Ratio = Cld Ratio - New Ratio
Shikhar's Sacrifice = —-—- =
10 40 40
9

Rohit's Sacrifice = i—
10 40 40

Sacrifidng Ratio=7 : 3

Working Motes
1 : Distribution of Goodwill brought in by kawvi

shrikhar will get = 25,000x % = 17,500

Rohit will get = 25,ooox% - 27,500

2 : Distribution of Workmen's Compenstion fund

shrikhar will get = 50,000 % % = 35000

Rohit will get = 5o,ooox% - 215,000

3 . Distribution of General Reserve

Shrikhar will get = l,DD,OOOx% =¥70,000

Rehit will get = 1,00,000x 1% - 230,000

4 1 Adjustment of Capital
Total Capital of the Firm = Capital broughtin bty kavi xRe dprocal of her share
Capital brought in by Kawvi = 4,30, 000

Total Capital of the Firm = 4,30,000x% ;’ - T17,20,000

Shrikhar's New Capital = 17,20,000% % =¥9,03,000

Rohit's New Capital = 17,20,000 x % - 23,57, 000



Question 86.

Kalpana and Kanika were partners in a firm sharing profits in the ratio of 3 : 2. On 1st April admitted Karuna as a new partner for 1/5th share
in the profits of the firm. The Balance Sheet of Kalpana and Kanika as on 1st April, 2013 was as follows:

BALANCE SHEET of Kalpana and Kanika

as on 1* April, 2013

Liabilities Rs. Assets Rs.
Capital Afcs: Land and Building 2.10,000
Ealpana 4,80,000 Plant 2.70,000
Kanika 2,10,000 6,90.000 | Stock 2.10,000
General Reserve 60,000 | Debtors 1,32,000
Workmen's Compensation Fund 1.00.000 Less: Provision 12,000 1.20,000
Creditors 90,000 | Cash 1,30.000
9,40,000 9.40,000
It was agreed that
a. The value of Land and Building will be appreciated by 20%.
b. The value of plant be increased by Rs.60,000.
c. Karuna will bring Rs.80,000 for her share of goodwill premium.
d. The liabilities of Workmen's Compensation Fund were determined at Rs.60,000.
e. Karuna will bring in cash as capital to the extent of 1/5th share of the total capital of the new firm.
Prepare Revaluation Account, Partners' Capital Accounts and Balance Sheet of the new firm.
Solution:
Revaluation Account
Dr. Cr.
Particulars Rs. Particulars Rs.
To Revaluation Profit : By Land and Building A/c 42,000
Kalpana's Capital A/c 61,200 By Plant Alc 60,000
Kanika's Capital Alc 40,800 1,02,000
1,02,000 1,02,000
Partners' Capital Account
Dr. Cr.
Particulars Kalpana Kanika karuna Particulars Kalpana Kanika karuna
By Balance bid 4.80,000 2,10,000
By Cash A/c 2,43,000
To Balance c/d 6,49,200 3,22.800 2,43,000 | By General Reserve Alc 36,000 24,000
By Workmen's Compensation fund
Adc 24,000 16,000
By Revaluation Ajc 61,200 40,800
By Premium for Goodwill Alc 45,000 32,000
6.49,200 3,22,800 243,000 6.49,200 3,22,800 2,435,000
Balance Sheet
as on March 01,2012 after Karuna's admission
Liabilities Rs. Assets Rs.
Creditors 90,000 | Cash in Hand 453,000
Capital Afc s: Debtors 1,32,000
Kalpana 6,49,200 Less: Provision for debtors 12,000 1,20,000
Kanika 3,22,800 Stock 2,10,000
Karuna 2,43,000 12,15,000 | Land and Building 2,52,000
Liability for
Workmen Compenstion 60,000 | Plant 3,30,000
13,65,000 13,65,000




WorkingNote :

1. Calaulation of New Share
Karuna is admitted for 1/5th share
Let the totd share of the firm be 1

Remaining share = 1—l _4
5 5

This remaining share will be share among old parmersin their od ratioi. e 3.2
Kalpand's Share = fxg =12

5 5 Z5
Kanika's Share = 2«2 - 2

5 5 25
Mew Ratio=12:8:5

Caloulation Sacrifidng Ratio
Sacrifidng Ratio = Old Ratio - New Ratio

Kalpana = S 12 3
P 5 3535
: 2 3

Kanika = T BET TE

Sacifidng Ratio = 3. 2

2 Caoualate of Karund's Capital

Adjusted Capital of Kalpana = 6,449,200

Adjusted Capital of Karuna = 3,222,800

Total Adjusted Capital = 9,72,000 ( 6,49,200 + 3,22,800)

Karuna's Capital = Adjusted capital of Kalpana and Kanika =Karuna's share x Redprocal of the Firm's Share

Karuna's Capital = 9,72,000><%:<§= 22 43, 000

Question 87.
Raghu and Rishu are partners sharing profits in the ratio 3: 2. Their Balance Sheet as at 31st March, 2009.

BALANCE SHEET OF RAGHU AND RISHU as at 31* March, 2009

Liabilities Rs. Assets Rs.

Creditors £6,000 | Cash in Hand 77.000
Employees Provident Fund 10,000 | Debtors 42,000

Investments Fluctuation Reserve 4,000 Less: Provision for Doubtful Debts 7.000 35,000

Capital Afcs: Investments 21.000

Raghu 1.1%.000 Buildings 98,000

Rishu 1.12.000 2,31,000 | Plant and Machinery 1.00.000

3,31.000 3.31.000

Rishabh was admitted on that date for 1/4th share of profit on the following terms:

Rishabh will bring Rs.50,000 as his share of capital.

Goodwill of the firm is valued at Rs.42,000 and Rishabh will bring his share of goodwill in cash,:

Buildings were appreciated by 20%.

There was a liability of 10,800 included in Creditors which was not likely to arise.

All Debtors were good.

New profit-sharing ratio will be 2 :1: 1.

Capital of Raghu and Rishu will be adjusted on the basis of Rishabh's share of capital and an excess or deficiency will be made by
withdrawing or bringing in cash by the concerned panne as the case may be.

Prepare Revaluation Account, Partners' Capital Accounts and Balance Sheet of the new firm.

Qmroan oo

Solution:



Revaluation Account

Dr. cr.
Particulars Rs. Particulars Rs.
To Profit on Revaluation transferred to: By Building A/c 19,600
Raghu's Capital A/c 22,440 By Provision for Doubtful Debts A/c (old) 7,000
Rishu's Capital Afc 14,960 37,400 | By Liability for Creditors Afc 10,800
37,400 37,400
Partners' Capital Account
Dr. cr.
Particulars Raghu Rishu Rishabh Particulars Raghu Rishu Rishabh
By Balance b/d 1,19.000 1,12,000
To Cash Ajc { Bal .Fig.) 43,040 84,860 By Cash Alc 50,000
By Investment Fluctuation
To Balance c/d 1,00,000 50,000 50,000 | Fund Alc 2,400 1,600
By Premium for Goodwill Afc 4,200 6,300
By Revaluation A/t (Profit) 22,440 14,960
1,48,040 1,34,860 50,000 1,48,040 1,34.860 50,000
Balance Sheet
as on March 01,2009
Liabilities Rs. Assets Rs.
Creditors 86,00 Cash (WN 4) 4,600
Less: Liability 10,800 75,200 | Debtors 42,000
Employees Provident Fund Investment 21,000
Capital A/c s Buildings ( 98,000+19,600) 1,17,600
Raghu 1,00,000 Plant and Machinery 1,00,000
Rishu 50,000
Rishabh 50,000 2,00,000
2,85,200 2,85,200
Working Note :
1 : Calculation of scarificing Ratio
QOld Rato= 3. 2
Mew Ratio= 2. 1.1
Sacrifidng Ratio = Old Ratio - New Ratio
Raghu's Share = 3.2_12-10_ 2
S 4 20 20
Rishi's Share = =- 1 _8-5_ 3
5 4 20 20
Sacrificing Ratio =2 1 3
2 Share of Rishabh's Share of Goodwill
Value of firm's Goodwill = 42,000
. , ) i
Rishabh's Share of Goodwill = 42,000 x yia 10,500
3 Adjustment of Capital
Total CApital of MNew Firm = Rishabh's Capital xReciprocal of Rishabh's Share
capital of Rishabh= 50,000
) 4
Total Capital of New Firm = 50,000« 1= T2,00,000
Raghu's MNew Capital = 2,00,000x %r = 1,00, 000
Rishiu's New Capital = 2,00,000x % = 50,000
4:Cash Account
Cash Account
Dr. Cr.
Particulars 4 Particulars 4
To Balance b/d 77.000|By Raghu's Capital Afc 48,040
To Rishabh's Capital A/fc 50,000|By Rishu's Capital A/c 84,8560
To Premium for Goodwill A/fc 10,500|By Balance cfd 4,600
1,37,500 1,37,500




