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Advanced Partnership Accounts 

UNIT 2 : DISSOLUTION OF FIRMS

(A)
Practical Questions:

Question 1

The firm of Kapil and Dev has four partners and as of 31st March, 1995, its Balance Sheet stood as follows:

Balance Sheet as  on 31st March, 1995

Liabilities
Rs.
Assets
Rs.


Capital A/cs: 

Land
50,000


  F. Kapil
2,00,000
Building
2,50,000


  S. Kapil
2,00,000
Office equipment
1,25,000


  R. Dev
1,00,000
Computers
70,000


Current A/cs

Debtors
4,00,000


  F. Kapil
50,000
Stocks
3,00,000


  S. Kapil
1,50,000
Cash at Bank
75,000


  R. Dev
1,10,000
Other Current Assets
22,600


Loan from NBFC
5,00,000
Current A/c :


Current Liabilities
70,000
B. Dev
87,400



13,80,000

13,80,000

The partners have been sharing profits and losses in the ratio of 4:4:1:1. It has been agreed to dissolve the firm on 1.4.1995 on the basis of the following understanding :

(a)
The following assets are to be adjusted to the extent indicated with respect to the book values :



Land
200%



Building
120%



Computers
70%



Debtors
95%



Stocks
90%

(b)
In the case of the loan, the lender’s are to be paid at their insistence a prepayment premium of 1%.

(c)
B. Dev is insolvent and no amount is recoverable from him. His father, R.Dev, however, agrees to bear 50% of his deficiency. The balance of the deficiency is agreed to be apportioned according to law.

Assuming that the realisation of the assets and discharge of liabilities is carried out immediately, show the Cash A/c, Realisation Account and the Partners’ Accounts.


(20 marks) (Intermediate – May 1995)

Answer

In the books of  M/s. Kapil and Dev 

Cash Account  (Bank Column)


Rs.



Rs.

To Balance b/d
75,000
By 
Realisation A/c-

To Realisation A/c

      
(Payment of sundry liabilities)
5,75,000


(Realisation of Sundry assets)
12,46,600
By 
Partners’ Capital A/cs:




F. Kapil
2,42,600




S. Kapil
3,42,600




R. Dev
1,61,400
7,46,600


13,21,600



13,21,600


Realisation Account


Rs.



Rs.

To Land
50,000
By Current Liabilities

70,000

To Building
2,50,000
By Loan from NBFC

5,00,000

To Office equipments
1,25,000
By Cash A/c:

To Computers
70,000

Land
1,00,000

To Debtors
4,00,000

Building
3,00,000

To Stocks
3,00,000

Office Equip.
1,25,000

To Other Current Assets
22,600

Computers
49,000

To Cash A/c:


Debtors
3,80,000


Current liabilities       70,000


Stocks
2,70,000

Loan from NBFC    5,05,000
5,75,000

Other Current Assets
22,600
12,46,600


To 
Partners’ Current A/cs:



Profit on realisation:



F. Kapil
9,600



S. Kapil
9,600



R. Dev
2,400



B. Dev
2,400
24,000



18,16,600




18,16,600
Partners’ Capital Accounts

F. Kapil
S. Kapil
R. Dev.
B. Dev.
F. Kapil
S. Kapil
R. Dev.
B. Dev.


Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.

To Partners’
–
–

85,000
By Balance b/d
2,00,000
2,00,000
1,00,000
–



Current A/cs


 
Transfer


To B.Dev A/c
–
–
42,500
–
By Partners’


 
50% of





Current A/c



deficiency





transfer
59,600
1,59,600
1,12,400
–


To B.Dev A/c
17,000
17,000
8,500
–
By R.Dev A/c


 
balance of




    –50% of


 
deficiency




    deficiency
–
–
–
42,500



borne by



in capital ratio




By F.Kapil A/c
–
–
–
17,000



other partners




By S.Kapil A/c
–
–
–
17,000


 
(2:2:1)




By S.  Kapil A/c
–
–
–
17,000







By R. Dev A/c
–
–
–
8,500


To Cash
2,42,600
3,42,600
1,61,400
–
     (as per contra)



A/c-



final



Settlement



2,59,600
3,59,600
2,12,400
85,000

2,59,600
3,59,600
2,12,400
85,000

Partners’ Current Accounts

F. Kapil
S. Kapil
R. Dev.
B. Dev.
F. Kapil
S. Kapil
R. Dev.
B. Dev.


Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.


To  Balance b/d
–
–
–
87,400
By Balance b/d
50,000
1,50,000
1,10,000
–


To  Partners’
59,600
1,59,600
1,12,400
–
By Realisation A/c
9,600
9,600
2,400
2,400


   
Capital A/c




By Partners’


   
(transfer)





Capital A/c







   
(transfer)
–
 –
–
85,000



59,600
1,59,600
1,12,400
87,400

59,600
1,59,600
1,12,600
87,400

Note: In the absence of specific information, it is assumed that the assets are realised at the agreed values.

Question 2


The firm of LMS was dissolved on 31.3.95, at which date its Balance Sheet stood as follows:

Liabilities
Rs.
Assets
Rs.


Creditors
2,00,000
Fixed Assets
45,00,000


Bank Loan
5,00,000
Cash and Bank
2,00,000


L’s Loan
10,00,000


Capital


  L
15,00,000


  M
10,00,000


  S
5,00,000


      Total
47,00,000

47,00,000

Partners share profits equally. A firm of Chartered Accountants is retained to realise the assets and distribute the cash after discharge of liabilities. Their fees which are to include all expenses is fixed at Rs. 1,00,000. No loss is expected on realisation since fixed assets include valuable land and building.


Realisations are:


S.No.
Amount in Rs.


1
5,00,000


2
15,00,000


3
15,00,000


4
30,00,000


5
30,00,000

The Chartered Accountant firm decided to pay off the partners in ‘Higher Relative Capital Method’. You are required to prepare a statement showing distribution of cash with necessary workings.
(15 Marks) (Intermediate–Nov. 1995)

Answer
In the Books of M/s LMS

Statement of Piecemeal Distribution (Under

Higher Relative Capital method)


Particulars
Amount
Creditors
Bank
L’s loan

Capital A/cs



available

 Loan

L
M
S



Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.

Balance due

2,00,000
5,00,000
10,00,000
15,00,000
10,00,000
5,00,000

1st Instalment (including

cash and bank balances)
5,00,000

Less: 
Liquidator’s Expenses


  and fees
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Less:
Payment to Creditors


and repayment of Bank


Loan in the ratio of


  2:5
(4,00,000)
(1,14,286)
(2,85,714)
–
–
–
–


Balance Due
–
85,714
2,14,286
10,00,000
15,00,000
10,00,000
5,00,000


2nd Instalment
15,00,000

Less:
Payment to Creditors


and repayment of bank


loan in full settlement
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Less:
Repayment of L’s Loan
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(10,00,000)
–
–
–
–

Less:
Payment to Mr. L towards


relative higher capital


  (W.N. 1)
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Balance Due


3rd Instalment
15,00,000

Less: 
Payment to Mr. L 


towards higher relative


capital (W.N. 2)
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Less:
Payment to Mr. L &


Mr. M towards excess


capital (W.N. 1&2)

[image: image12.wmf]000

,

00

,

2

)

000

,

00

,

10

(






[image: image13.wmf]000

,

00

,

5

)

000

,

00

,

5

(



[image: image14.wmf]000

,

00

,

5

)

000

,

00

,

5

(




Less:
Payment to all the


partners equally
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Balance due

4th Instalment
30,00,000

Less:
Payment to all


the partners equally
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Realisation profit


credited to Partners




5,66,667
5,66,667
5,66,666


5th Instalment
30,00,000


Less: payment to all


  partners equally
(30,00,000)



10,00,000
10,00,000
10,00,000
Realisation profit




15,66,667
15,66,667
15,66,666
credited to partners

Working Notes:

(i)
Scheme of payment of surplus amount of Rs. 2,00,000 out of second Instalment:




Capital A/cs



L
M
S



Rs.
Rs.
Rs.

Balance (i)
15,00,000
10,00,000
5,00,000


Profit sharing ratio (ii)
1
1
1


Capital taking S’s Capital (iii)
5,00,000
5,00,000
5,00,000


Excess Capital (iv) = (i) – (iii)
10,00,000
5,00,000


Profit Sharing Ratio
1
1


Excess capital taking


M’s Excess Capital as base (v)
5,00,000
5,00,000


Higher Relative Excess (iv) – (iv)
5,00,000

So Mr. L should get Rs. 5,00,000 first which will bring down his capital account balance from Rs. 15,00,000 to Rs. 10,00,000. Accordingly, surplus amounting to Rs. 2,00,000 will be paid to Mr. L towards higher relative capital.


(ii)
Scheme of payment of Rs. 15,00,000 realised in 3rd Instalment:



–
Payment of Rs. 3,00,000 will be made to Mr. L to discharge higher relative capital. This makes the higher capital of both Mr. L and Mr. M Rs. 5,00,000 as compared to capital of Mr. S.



–
Payment of Rs. 5,00,000 each of Mr. L & Mr. M to discharge the higher capital.



–
Balance Rs. 2,00,000 equally to L, M and S, i.e., Rs. 66,667 Rs. 66,667 and Rs. 66,666 respectively.

Question 3

Ajay, Vijaya, Ram and Shyam are partners in a firm sharing profits and losses in the ratio of
4 : 1 : 2 : 3. The following is their Balance Sheet as at 31st March, 1996 :


Liabilities

Rs.
Assets
Rs.


Sundry Creditors

3,00,000
Sundry Debtors
3,50,000


Capital A/cs :


Less: Doubtful Debts
50,000

Ajay
7,00,000


3,00,000


Shyam
3,00,000

Cash in hand
1,40,000




10,00,000
Stocks
2,00,000





Other Assets
3,10,000





Capital A/cs:





Vijay
2,00,000





Ram
1,50,000




13,00,000

13,00,000


On 31st March, 1996, the firm is dissolved and the following points are agreed upon:


Ajay is to takeover sundry debtors at 80% of book value


Shyam is to takeover the stocks at 95% of the value and


Ram is to discharge sundry creditors.


Other assets realise Rs. 3,00,000 and the expenses of realisation come to Rs. 30,000.


Vijay is found insolvent and Rs. 21,900 is realised from his estate.


Prepare Realisation Account and Capital Accounts of the partners. Show also the Cash A/c.

The loss arising out of capital deficiency may be distributed following the decision in Garner vs

Murray. 


(15 marks) (Intermediate–Nov. 1996)

Answer

Realisation A/c


Dr.


Cr.



Rs.

Rs.

To Sundry Debtors
3,50,000
By Sundry Creditors
3,00,000


To Stock
2,00,000
By Provision for Doubtful


To Other assets
3,10,000
     Debts
50,000


To Ram’s Capital A/c:

By Ajay’s Capital A/c


     (Creditors)
3,00,000
     (Debtors)
2,80,000


To Cash

By Shyam’s Capital A/c


     (Expenses on realization)
30,000
     (stock)
1,90,000




By Cash (Other assets)
3,00,000




By Ajay’s Capital A/c
28,000




By Vijay’s Capital A/c
7,000




By Ram’s Capital A/c
14,000




By Shyam’s Capital A/c
21,000




     (Loss on realisation)



11,90,000

11,90,000
Capital A/cs

Dr.









            Cr.



Ajay
Vijay
Ram
Shyam

Ajay
Vijay
Ram
Shyam



Rs.
Rs.
Rs.
Rs.

Rs.
Rs.
Rs.
Rs.


To Balance b/f
–
2,00,000
1,50,000
–
By Balance b/f
7,00,000
–
–
3,00,000


To Realisation
2,80,000
–
–
–
By Realisation
–
–
3,00,000
–


    (Debtors)




     (Creditors)



To Realisation
–
–
–
1,90,000
By Balance c/d
–
2,07,000
–
–


    (Stock)


To Realisation
28,000
7,000
14,000
21,000


    (loss)


To Balance c/d
3,92,000
–
1,36,000
89,000



7,00,000
2,07,000
3,00,000
3,00,000

7,00,000
2,07,000
3,00,000
3,00,000


To Balance b/d
–
2,07,000
–
–
By Balance b/d
3,92,000
–
1,36,000
89,000


To Vijay’s A/c
1,29,570
–
–
55,530
By Cash
–
21,900


To Cash
2,62,430
–
1,36,000
33,470
By Ajay
–
1,29,570







By Shyam
–
55,530
–
–



3,92,000
2,07,000
1,36,000
89,000

3,92,000
2,07,000
1,36,000
89,000
Cash A/c


Dr.



Cr.



Rs.


Rs.

To Balance b/d
1,40,000
By Realisation A/c (expenses)

30,000


To Realisation A/c
3,00,000
By Capital A/c


To Vijay’s Capital A/c
21,900
  Ajay
2,62,430




  Ram
1,36,000




  Shyam
33,470






4,31,900



4,61,900


4,61,900
Note:


1.
Since creditors are taken over by Ram as per Balance Sheet figures, a direct entry for the same in Ram’s Capital A/c is also correct.


2.
Ajay takes over Debtors at 80% of Rs. 3,50,000 i.e. Rs. 2,80,000.


3.
Vijay’s deficiency will be borne by Ajay and Shyam in the ratio of 7 : 3 i.e. on opening capitals of Rs. 7,00,000 and Rs. 3,00,000. Ram will not bear any portion of the loss since at the time of dissolution he had a debit balance in his capital account.

Question 4

Ram, Rahim and Auntony were in partnership sharing profits and losses in the ratio of 1/2, 1/3 and 1/6 respectively. They decided to dissolve the partnership firm on 31.3.1998, when the Balance Sheet of the firm appeared as under :

Balance Sheet of the firm as on 31.3.1998

Liabilities

Rs.
Assets
Rs.


Sundry Creditors
5,67,000
Goodwill A/c
4,56,300


Bank Overdraft
6,06,450
Plant and Machinery
6,07,500


Joint Life Policy Reserve
2,65,500
Furniture
64,650


Loan from Mrs. Ram
1,50,000
Stock
2,36,700


Capital Accounts:

Sundry Debtors
5,34,000


Ram
4,20,000

Joint Life Policy
2,65,500


Rahim
2,25,000

Commission Receivable
1,40,550


Auntony
1,20,000
7,65,000
Cash in Hand
48,750




23,53,950

23,53,950
The following details are relevant for dissolution :

(i)
The joint life policy was surrendered for Rs. 2,32,500.

(ii)
Ram took over goodwill and plant and machinery for Rs. 9,00,000.

(iii)
Ram also agreed to discharge bank overdraft and loan from Mrs. Ram.

(iv)
Furniture and stocks were divided equally between Ram and Rahim at an agreed valuation of Rs. 3,60,000.

(vi)
Sundry debtors were assigned to firm’s creditors in full satisfaction of their claims.

(vi)
Commission receivable was received in toto in time.

(vii)
A bill discounted was subsequently returned dishonoured and proved valueless
Rs. 30,750 (including Rs. 500 noting charges).

(viii)
Ram paid the expenses of dissolution amounting to Rs. 18,000.

(ix)
Auntony agreed to receive Rs. 1,50,000 in full satisfaction of his rights, title and interest in the firm.

You are required to show accounts relating to closing of books on dissolution of the firm.

(15 Marks) (Intermediate–Nov. 1998)

Answer

Realisation Account



Rs.



Rs.

To Goodwill A/c
4,56,300
By Sundry Creditors A/c

5,67,000


To Plant & Machinery A/c
6,07,500
By Joint Life Policy Reserve A/c

2,65,500


To Furniture A/c 
   64,650
By Cash A/c :


To Stock A/c
2,36,700
      Joint Life Policy

2,32,500


To Sundry Debtors A/c
5,34,000
By Ram’s Capital A/c:


To Joint Life Policy A/c
2,65,500
     Goodwill, Plant and


To Ram’s Capital A/c:

     Machinery
9,00,000


     Dissolution Expenses
18,000
     Furniture, Stocks
1,80,000
10,80,000


To Cash A/c :


     Bill dishonoured
30,750
By Rahim’s Capital A/c:


To Partner’s Capital Accounts:

     Furnitures stocks


     (Profit on realisation) 



1,80,000



Ram
55,800



Rahim
37,200



Auntony
18,600
1,11,600




23,25,000


23,25,000

Capital Accounts



Ram
Rahim
Auntony

Ram
Rahim
Auntony



Rs.
Rs.
Rs
.
Rs.
Rs.
Rs.


To Realisation A/c:



By Balance b/d
4,20,000
2,25,000
1,20,000



Goodwill, Plant



By Bank Overdraft A/c
6,06,450
–
–


  
and Machinery
9,00,000
–
–
By Loan from


  
Furniture, Stocks
1,80,000
1,80,000

     Mrs. Ram A/c
1,50,000
–
–


To Auntony’s Capital A/c
6,840
4,560
–
By Realisation A/c:


To Cash A/c


1,50,000
     Dissolutin Expenses
18,000
–
–


To Cash A/c
1,63,410
77,640
–
By Realisation A/c:


    (Balancing figure)



     Profit on realisation
55,800
37,200
18,600






By Partners’ Capital A/cs:
–
–
–







Ram
–
–
6,840







Rahim
–
–
4,560







(Note 2)



12,50,250
2,62,200
1,50,000

12,50,250
2,62,200
1,50,000
Cash Account



Rs. 


Rs.


To Balance b/d
48,750
By
Realisation A/c:


To Realisation A/c:


Bill dishonoured
30,750



Joint Life Policy
2,32,500
By
Partners’ Capital Accounts:


To Commission Receivable A/c
1,40,550

Ram
1,63,410





Rahim
77,640





Auntony
1,50,000



4,21,800


4,21,800
Notes:

(1)
No entry is required regarding assignment of sundry debtors to sundry creditors in full satisfaction of their claims.


(2)
The amount of excess payments to Auntony (Rs. 1,50,000 less Rs. 1,38,600 i.e., Rs. 11,400) has been debited to Ram and Rahim in the ratio of 3:2.

Question 5

A, B and C are partners sharing profits and losses in the ratio of 5:3:2. Their capitals were Rs. 9,600, Rs. 6,000 and Rs. 8,400 respectively.


After paying creditors, the liabilities and assets of the firm were:






Rs.

Rs.


Liability for interest on

Investments
1,000


loans from :

Furniture
2,000



Spouses of partners
2,000
Machinery
1,200



Partners
1,000
Stock
4,000


The assets realised in full in the order in which they are listed above. B is insolvent.


You are required to prepare a statement showing the distribution of cash as and when available, applying maximum possible loss procedure.
 (10 marks) (Intermediate–Nov. 1999)

Answer

Statement of Distribution of Cash



Realisation
Interest on
Interest on

Partners’ Capitals




loans from
loans from




partners’
partners
A
B
C
Total




spouses



Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.


Balances due

2,000
1,000
9,600
6,000
8,400
24,000


(i) Sale of investments
1,000
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(ii) Sale of furniture
2,000
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(iii) Sale of machinery
1,200


Maximum possible loss Rs. 22,800


(total of capitals Rs. 24,000 less


cash available Rs. 1,200) allocated


to partners in the profit sharing


ratio i.e. 5 : 3 : 2



(11,400)
(6,840)
(4,560)
(22,800)


Amounts at credit



(1,800)
(840)
3,840
1,200


Deficiency of A and B written off


against C



1,800
840

(2,640)

–


Amount paid



–
–
1,200
1,200


Balances in capital acounts



9,600
6,000
7,200
22,800

(iv) Sale of stock
4,000


Maximum possible loss         Rs. 18,800


(Rs. 22,800 – Rs. 4,000) Allocated


to partners in the ratio 5 : 3 : 2



(9,400)
(5,640)
(3,760)
(18,800)

Amounts at credit and cash paid



200
360
3,440
(4,000)

Balances in capital accounts left unpaid—Loss


9,400
5,640
3,760
18,8000

Question 6

Neptune, Jupiter, Venus and Pluto had been carrying on business in partnership sharing profits and losses in the ratio of 3 : 2 : 1 : 1.  They decide to dissolve the partnership on the basis of the following Balance Sheet as on 30th April, 2003:

	Liabilities
	Rs.
	Rs.
	Assets
	Rs.
	Rs.

	Capital Account:


Neptune


Jupiter
	1,00,000


60,000
	1,60,000
	Premises

Furniture

Stock
	
	1,20,000

40,000

1,00,000

	General Reserve
	
	56,000
	Debtors
	
	40,000

	Capital Reserve
	
	14,000
	Cash
	
	8,000

	Sundry Creditors
	
	20,000
	Capital Overdrawn:
	
	

	Mortgage Loan
	
	80,000
	
Venus
	10,000
	

	
	
	_______
	
Pluto
	12,000
	   22,000

	
	
	3,30,000
	
	
	3,30,000


 (i)
The assets were realised as under:

	
	Rs.

	Debtors
	24,000

	Stock
	60,000

	Furniture
	16,000

	Premises
	90,000


(ii)
Expenses of dissolution amounted to Rs. 4,000.

(iii)
Further Creditors of Rs. 12,000 had to be met.

(iv)
General Reserve unlike Capital Reserve was built up by appropriation of profits.

You are required to draw up the Realisation Account, Partners’ Capital Accounts and the Cash Account assuming that Venus became insolvent and nothing was realised from his private estate.  Apply the principles laid down in Garner vs Murray.
(16 marks) (PE – II – Nov. 2003)

Answer 

Realisation Account

	
	
	Rs.
	
	
	Rs.
	Rs.

	To
	Sundry assets A/c (transfer):
	
	By
	Sundry creditors A/c
	
	20,000

	
	Premises

Furniture
	1,20,000

40,000
	By
	Cash A/c (assets realised):

Premises
	90,000
	

	
	Stock
	1,00,000
	
	Furniture
	16,000
	

	
	Sundry Debtors
	  40,000
	
	Stock
	60,000
	

	To
	Cash A/c (creditors paid)
	32,000
	
	Debtors
	24,000
	1,90,000

	To
	Cash A/c (expenses)
	4,000
	By
	Loss transferred to
	
	

	
	
	
	
	Capital Accounts:
	
	

	
	
	
	
	
	
	

	
	
	
	
	Neptune
	54,000
	

	
	
	
	
	Jupiter
	36,000
	

	
	
	
	
	Venus
	18,000
	

	
	
	_______
	
	Pluto
	18,000
	1,26,000

	
	
	3,36,000
	
	
	
	3,36,000


Cash Account

	
	
	
	Rs.
	
	
	Rs.

	To
	Balance b/d
	
	8,000
	By
	Realisation A/c (creditors)
	32,000

	To
	Realisation A/c
	
	
	By
	Realisation A/c (expenses)
	4,000

	
	(assets realised)
	
	1,90,000
	By
	Mortgage loan
	80,000

	To
	Capital A/c
	
	
	By
	Neptune's Capital A/c
	1,18,857

	
	(realisation loss
	
	
	By
	Jupiter's Capital A/c
	73,143

	
	made good):
	
	
	
	
	

	
	Neptune
	54,000
	
	
	
	

	
	Jupiter
	36,000
	
	
	
	

	
	Pluto
	18,000
	1,08,000
	
	
	

	To
	Pluto's Capital A/c
	
	     2,000
	
	
	_______

	
	
	
	3,08,000
	
	
	3,08,000


Partners’ Capital Accounts

	
	Particulars
	Neptune
	Jupiter
	Venus
	Pluto
	
	Particulars
	Neptune
	Jupiter
	Venus
	Pluto

	
	
	Rs.
	Rs.
	Rs.
	Rs.
	
	
	Rs.
	Rs.
	Rs.
	Rs.

	To
	Balance b/d
	(
	(
	10,000
	12,000
	By
	Balance b/d
	1,00,000
	60,000
	(
	(

	To
	Realisastion 

A/c (loss)
	54,000
	36,000
	18,000
	18,000
	By


	General reserve A/c

(3 : 2 : 1 :1)
	24,000
	16,000
	8,000
	8,000

	To
	Venus's Capital

A/c (loss)
	11,143
	6,857
	(
	(
	By
	Capital reserve A/c

(3 : 2 : 1 :1)
	6,000
	4,000
	2,000
	2,000

	To 
	Cash A/c
	1,18,857
	73,143
	(
	(
	By
	Cash A/c (loss on realization)
	54,000
	36,000
	(
	18,000

	
	
	
	
	
	
	By
	Neptune's Capital A/c
	(
	(
	11,143
	(

	
	
	
	
	
	
	By
	Jupiter's Capital A/c
	(
	(
	6,857
	(

	
	
	_______
	_______
	_____
	_____
	By
	Cash A/c
	(
	(
	(
	   2,000

	
	
	1,84,000
	1,16,000
	28,000
	30,000
	
	
	1,84,000
	1,16,000
	28,000
	30,000


Question 7
X, Y and Z are partners of the firm XYZ and Co., sharing Profits and Losses in the ratio of 4 : 3 : 2. 

Following is the Balance sheet of the firm as at 31st March, 2008:

Balance Sheet as at 31st March, 2008

	Liabilities
	Rs.
	Assets
	Rs. 

	Partners’ Capitals:
	
	Fixed Assets
	5,00,000

	X
	4,00,000
	Stock in trade
	3,00,000

	Y
	3,00,000
	Sundry debtors
	5,00,000

	Z
	2,00,000
	Cash in hand
	10,000

	General Reserve
	90,000
	
	

	Sundry Creditors
	3,20,000
	
	________

	
	13,10,000
	
	13,10,000


Partners of the firm decided to dissolve the firm on the above said date.  It was found that a credit purchase of Rs. 20,000 in January, 2008 had not been recorded in the books of the firm.

Fixed assets realized Rs. 5,20,000 and book debts Rs. 4,40,000.

Stocks were valued at Rs. 2,50,000 and it was taken over by partner Y.

Creditors allowed discount of 5% and the expenses of realization amounted to Rs. 6,000.

You are required to prepare:

(i)
Realisation account;

(ii)
Partners capital account; and

(iii)
Cash account.                                                                         (8 Marks) (PE-II Nov. 2008)
Answer 

(i)


Realisation Account

	
	
	Rs.
	
	
	Rs.

	To
	Fixed assets
	5,00,000
	By
	Creditors
	3,20,000

	To
	Stock in trade
	3,00,000
	By
	Cash (5,20,000+4,40,000)
	9,60,000

	To
	Debtors
	5,00,000
	By
	Y (Stock taken over)
	2,50,000

	To
	Cash - Expenses
	6,000
	By
	Loss transferred to partners’ capital accounts
	

	To
	Cash -Creditors
	3,23,000
	
	X
	44,000

	
	(3,40,000x 95% )
	
	
	Y
	33,000

	
	
	

	
	Z
	   22,000

	
	
	16,29,000
	
	
	16,29,000


(ii)

Partners’ Capital Accounts
	
	
	X
	Y
	Z
	
	
	X
	Y
	Z

	
	
	Rs.
	Rs.
	Rs.
	
	
	Rs.
	Rs.
	Rs.

	To
	Realisation Account
	44,000
	33,000
	22,000
	By
	Balance b/d
	4,00,000
	3,00,000
	2,00,000

	To
	Realisation Account
	-
	2,50,000
	-
	By
	General reserve
	40,000
	30,000
	20,000

	To 
	Cash
	3,96,000
	  47,000
	1,98,000
	
	
	

	

	


	
	
	4,40,000
	3,30,000
	2,20,000
	
	
	4,40,000
	3,30,000
	2,20,000

	
	
	
	
	
	
	
	
	
	


(iii)

Cash Account

	
	
	Rs.
	
	
	Rs.

	To
	Balance b/d
	10,000
	By
	Realisation A/c (Expenses)
	6,000

	To
	Realisation A/c 

(Fixed assets and 
	9,60,000
	By
	Realisation A/c (Creditors)
	3,23,000

	
	book debts realized)
	
	By
	X
	3,96,000

	
	
	
	By
	Y
	47,000

	
	
	

	By
	Z
	1,98,000

	
	
	9,70,000
	
	
	9,70,000
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