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PARTNERSHIP
(A) – P/L APPROPRIATION :- 

#1. ABHISHEK, HRITHIK AND BOBBY ARE PARTNERS IN A REGISTERED FIRM. BALANCES OF THEIR CAPITAL ACCOUNTS AS ON 1st APRIL, 1998 WERE Rs.25,000, Rs.15,000, Rs.5,000 RESPECTIVELY. THE PARTNERSHIP AGREEMENT PROVIDES : 

I. BOBBY SHALL BE CREDITED WITH A SALARY OF Rs.300 PER MONTH. 

II. INTEREST ON CAPITAL IS ALLOWED @10% PER ANNUM AND INTEREST ON DRAWINGS IS CHARGED @15% PER ANNUM. 

III. AFTER PROVIDING (I.) AND (II.) MENTIONED ABOVE AND AFTER MAKING A PROVISION FOR EXTRA REMUNERATION MENTIONED IN THIS PARA (III.), BOBBY SHALL BE ENTITLED TO 5% OF ALL THE PROFITS IN EXCESS OF Rs.7,000. 

IV. HRITHIK IS TO HAVE ONE – FIFTH OF THE PROFIT AFTER CHARGING ALL AMOUNTS UNDER (I.) TO (III.) ABOVE THIS PARA (IV.) THE BALANCE OF PROFIT IS TO BE DIVIDED BETWEEN ABHISHEK AND BOBBY IN THE RATIO OF 7 : 1 RESPECTIVELY. 

BOBBY CONTRIBUTED ADDITIONAL CAPITAL OF Rs.5,000 ON 1st OCTOBER, 1998. ABHISHEK HAS WITHDRAWN Rs.2,000 ON 1st AUGUST 1998 AND Rs.1,600 ON 31st DECEMBER, 1998, WHEREAS BOBBY DID NOT WITHDRAW ANY AMOUNT. HRITHIK HAS WITHDRAWN Rs.400 AT THE END OF EACH QUARTER. 


THE NET PROFIT FOR THE YEAR ENDED 31st MARCH, 1999 BEFORE MAKING ABOVE ADJUSTMENTS WAS Rs.40,500.


YOU ARE REQUIRED TO PREPARE PROFIT AND LOSS APPROPRIATION ACCOUNT FOR THE YEAR ENDED 31st MARCH, 1999 AND PARTNERS CAPITAL ACCOUNTS. CALCULATIONS ARE TO BE MADE TO THE NEAREST RUPEE. 

#2. THE PARTNERS ARJUN AND BHIM DECIDED TO APPROPRIATE PROFITS OF THE FIRM ON THE FOLLOWING TERMS : 

a) INTEREST IS PAYABLE ON CAPITALS AT 5% PER ANNUM 

b) BOTH ARJUN AND BHIM WILL GET REMUNERATION AT Rs.200 AND Rs.100 PER MONTH. 

c) INTEREST IS PAYABLE ON LOAN CONTRIBUTED BY ARJUN AT 6% PER ANNUM (ARJUN CONTRIBUTED LOAN OF Rs.20,000 TO THE FIRM ON 1st JULY, 1984) 

d) INTEREST IN DRAWINGS OF PARTNERS IS 4% PER ANNUM (DRAWINGS OF ARJUN AND BHIM DURING 1984 WERE Rs.6,000 AND Rs.4,000, RESPECTIVELY).

e) PROFIT SHARING RATIO BETWEEN ARJUN AND BHIM IS 3 : 2. 

FOR THE YEAR ENDING ON 31st DECEMBER, 1984, THE TOTAL NET PROFIT OF THE FIRM IS SHOWN AT Rs.70,000. ON 1st JANUARY 1984, THE CAPITAL BALANCES OF ARJUN AND BHIM WERE Rs.50,000 AND Rs.40,000 RESPECTIVELY. 


IN THE FIRMS BOOKS SHOW PROFIT & LOSS APPROPRIATION A/c AND CAPITAL ACCOUNTS AND RECORD THE ABOVE TRANSACTIONS. 

#3. ROHAN, SOHAN AND MOHAN ARE PARTNERS WITH CAPITALS OF Rs.1,00,000; Rs.60,000 AND Rs.40,000; RESPECTIVELY. THEIR PARTNERSHIP DEED PROVIDES THAT : 

I. INTEREST ON PARTNERS CAPITAL SHOULD BE PROVIDED @5% p.a. 

II. INTEREST ON PARTNERS DRAWINGS SHOULD BE PROVIDED @10% p.a. 

(DRAWINGS : ROHAN Rs.10,000; SOHAN Rs.6,000 AND MOHAN Rs.4,000) 

III. THE PARTNERS ARE ENTITLED TO A PARTNERSHIP SALARY OF Rs.5,000 EACH p.a.

IV. ROHAN IS ENTITLED TO A COMMISSION @10% ON THE PROFIT BEFORE CHARGING THE ABOVE PROVISIONS. 

V. MOHAN IS ENTITLED TO A COMMISSION @10% ON THE NET PROFIT (AFTER CHARGING THE ABOVE PROVISIONS) AFTER CHARGING HIS COMMISSION 

VI. 25% OF THE NET PROFIT (AFTER CHARGING ALL THE ABOVE PROVISIONS) SHOULD BE TRANSFERRED TO RESERVE FUND. 

VII. PARTNERS WILL SHARE PROFITS AND LOSSES IN THE RATIO OF THEIR CAPITAL. 

THE PROFIT FOR THE YEAR ENDED 31 – 12 – 1982, AMOUNTED TO Rs.60,000 


YOU ARE REQUIRED TO PREPARE THE PROFIT AND LOSS APPROPRIATION ACCOUNT AND THE PARTNERS CAPITAL ACCOUNTS. 

#4. SACHIN, SANAT AND SOHAIL STARTED A PARTNERSHIP FIRM ON 1 – 1 – 1995. SACHIN INTRODUCED Rs.10,000 ON 1 – 1 – 1995 AND FURTHER INTRODUCED Rs.5,000 ON 1 – 7 – 95. SANAT INTRODUCED Rs.20,000 AT FIRST ON 

1 – 1 – 95 BUT WITHDREW Rs.8,000 FROM THE BUSINESS ON 31 – 7 – 95. SOHAIL INTRODUCED Rs.12,000 AT THE BEGINNING ON 1 – 1 – 95, INCREASED IT BY Rs.4,000 ON 1 – 6 – 95 AND REDUCED IT TO Rs.10,000 ON 1 – 11 – 95. 

DURING THE YEAR 1995 THEY MADE A NET PROFIT OF Rs.56,100. THE PARTNERS DECIDED TO PROVIDE INTEREST ON THEIR CAPITALS AT 12% p.a. AND TO DIVIDE THE BALANCE OF PROFIT IN THEIR EFFECTIVE CAPITAL CONTRIBUTION RATIO. 


PREPARE THE PROFIT & LOSS APPROPRIATION ACCOUNT FOR THE YEAR ENDED 31 – 12 – 95. 

#5. RAM AND RAHIM ARE IN PARTNERSHIP SHARING PROFITS AND LOSSES AS 3 : 2. AS RAM ON ACCOUNT OF HIS ADVANCING YEARS FEELS THAT HE CANNOTWORK AS HARD AS BEFORE, THE CHIEF CLERK OF THE FIRM, RATAN, IS ADMITTED AS A PARTNER WITH EFFECT FROM JANUARY 1, 1995 AND BECOMES ENTITLED TO 1/10th OF THE NET PROFIT AND NOTHING ELSE; THE MUTUAL RATIO BETWEEN RAM AND RAHIM REMAINED UNALTERED. 


BEFORE BECOMING A PARTNER, RATAN WAS GETTING A SALARY OF Rs.500 PER MONTH TOGETHER WITH A COMMISSION OF 4% OF THE NET PROFITS AFTER DEDUCTING HIS SALARY AND COMMISSION. 


IT IS PROVIDED IN THE PARTNERSHIP DEED THAT THE SHARE OF RATAN’s PROFITS AS PARTNER IN EXCESS OF THE AMOUNT TO WHICH HE WOULD HAVE BEEN ENTITLED IF HE HAD CONTINUED AS THE CHIEF CLERK, SHOULD BE TAKEN OUT OF RAM’s SHARE OF PROFITS. 


THE NET PROFIT FOR THE YEAR ENDED DECEMBER 31, 1995 AMOUNTED TO Rs.1,10,000 

(B) – ADMISSION :- 
#6. RAHUL AND WILLIAM ARE PARTNERS IN A FIRM SHARING PROFITS AND LOSSES IN THE RATIO OF 3 : 2. ON 1st  JULY, 1998 THE POSITION OF THE FIRM WAS AS FOLLOWS : 


LIABILITIES 
Rs.
Rs.
ASSETS 
Rs.

CAPITAL ACCOUNTS :


BUILDING 
50,000



RAHUL 
1,50,000

MACHINERY 
2,50,000


WILLIAM 
98,000

FURNITURE 
40,000



-------------
2,48,000
STOCK 
60,000

GENERAL RESERVE 

84,000
DEBTORS 
92,000

SUNDRY CREDITORS 

1,70,000
CASH 
12,000




--------------

--------------




5,02,000

5,02,000




========

========

BIKRAM JOINED THE FIRM AS A PARTNER FROM THIS DATE AND THE FOLLOWING TERMS AND CONDITIONS WERE AGREED UPON : 

a) RAHUL, WILLIAM AND BIKRAM WILL SHARE THE FUTURE PROFITS OF THE FIRM IN THE RATIO 5 : 3 : 2, RESPECTIVELY.

b) BIKRAM WOULD FIRST PAY Rs.10,000 AS HIS SHARE OF GOODWILL AND THIS SUM IS TO BE RETAINED IN THE BUSINESS. 

c) THE VALUE OF MACHINERY IS TO BE INCREASED BY Rs.20,000 AND STOCK IS TO BE WRITTEN DOWN BY 10%. 

d) BIKRAM WOULD INTRODUCE SUCH AM AMOUNT OF CAPITAL IN CASH WHICH SHOULD BE PROPORTIONATE TO THE COMBINED CAPITAL ACCOUNTS OF RAHUL AND WILLIAM AFTER MAKING ALL ADJUSTMENTS. 

IT WAS DECIDED THAT THE CAPITAL ACCOUNTS OF RAHUL AND WILLIAM WOULD BE ADJUSTED ON THE BASIS OF BIKRAM’s CAPITAL BY OPENING CURRENT ACCOUNTS. 


SHOW THE CAPITAL ACCOUNTS OF THE PARTNERS AND THE BALANCE SHEET OF THE FIRM AFTER BIKRAM’s ADMISSION. 

#7. GOPAL AND GOVIND ARE PARTNERS SHARING PROFITS AND LOSSES IN THE RATIO 60 : 40. THE FIRMS BALANCE SHEET AS ON 31 – 3 – 1992 WAS AS FOLLOWS : 


LIABILITIES 
Rs.
ASSETS 
Rs.
CAPITAL ACCOUNTS : 

FIXED ASSETS 
 3,00,000


GOPAL 
1,20,000
INVESTMENTS 
50,000


GOVIND 
80,000
CURRENT ASSETS 
2,00,000

LONG – TERM LOANS 
2,00,000
LOANS AND ADVANCES 
1,00,000

CURRENT LIABILITIES 
2,50,000




--------------

--------------



6,50,000

6,50,000



========

========

DUE TO FINANCIAL DIFFICULTIES, THEY HAVE DECIDED TO ADMIT GURU AS A PARTNER IN A FIRM FROM 

1 – 4 – 1992 ON THE FOLLOWING TERMS : 


GURU WILL BE PAID 40% OF THE PROFITS 


GURU WILL BRING IN CASH Rs.1,00,000 AS CAPITAL 

IT IS AGREED THAT GOODWILL OF THE FIRM WILL BE VALUED AT 2 YEARS PURCHASE OF 3 YEARS NORMAL AVERAGE PROFITS OF THE FIRM AND GURU WILL BRING IN CASH HIS SHARE OF GOODWILL. IT WAS ALSO DECIDED THAT THE PARTNERS WILL NOT WITHDRAW THERE IN SHARE OF GOODWILL NOR WILL THE GOODWILL’s APPEAR IN THE BOOKS OF ACCOUNT. 


THE PROFITS OF THE PREVIOUS THREE YEARS WERE AS FOLLOWS : 

FOR THE YEAR ENDED 31 – 3 – 1990 PROFIT Rs.20,000 (INCLUDES INSURANCE CLAIMS RECEIVED OF Rs.40,000).

FOR THE YEAR ENDED 31 – 3 – 1991, LOSS Rs.80,000 (INCLUDES VOLUNTARY RETIREMENT COMPENSATION PAID Rs.1,10,000).

FOR THE YEAR ENDED 31 – 3 – 1992, PROFIT Rs.1,05,000 (INCLUDES A PROFIT OF Rs.25,000 ON THE SALE OF ASSETS) 

IT WAS DECIDED TO REVALUE THE ASSETS ON 31 – 3 – 1992 AS FOLLOWS : 



Rs.

FIXED ASSET (NET) 
4,00,000


INVESTMENTS 
NIL


CURRENT ASSETS 
1,80,000


LOANS AND ADVANCES 
1,00,000

THE NEW PROFIT SHARING RATIO AFTER THE ADMISSION OF GURU WAS 35 : 25 : 40 


PASS JOURNAL ENTRIES ON ADMISSION, SHOWED GOODWILL CALCULATION AND PREPARE REVALUATION ACCOUNT, PARTNERS CAPITAL ACCOUNTS AND BALANCE SHEET AS ON 1 – 4 – 1992, AFTER THE ADMISSION OF GURU. 

#8. MANOJ AND SURESH ARE PARTNERS SHARING PROFITS IN THE PROPORTION OF 2/3 AND 1/3. THEIR BALANCE SHEET AS AT 31 – 3 – 1995, STANDS AS UNDER. 

LIABILITIES 
Rs.
Rs.
ASSETS 
Rs.

SUNDRY CREDITORS :

44,000
CASH AT BANK 
17,000

CAPITAL ACCOUNTS : 


SUNDRY DEBTORS 
15,000


MANOJ 
30,000

BILLS RECEIVABLE 
4,000


SURESH 
20,000

STOCK 
25,000



------------
50,000
FURNITURE AND FIXTURE 
3,000





LAND AND BUILDING 
30,000




------------

--------------




94,000

94,000




=======

========

RAMU IS ADMITTED TO PARTNERSHIP WITH EFFECT FROM 1st APRIL ON THE FOLLOWING TERMS : 

a) THAT HE BRINGS IN Rs.15,000 AS HIS CAPITAL FOR 1/4th SHARE AND PAYS Rs.6,000 FOR GOODWILL, HALF OF WHICH IS TO BE WITHDRAWN BY MONAJ AND SURESH. 

b) THAT THERE IS LIKELY TO BE A CLAIM AGAINST THE FIRM FOR DAMAGES FOR WHICH A PROVISION TO THE EXTENT OF Rs.1,500 IS TO BE MADE; 

c) THAT A BILL FOR Rs.300FOR ELECTRIC CHARGES HAD BEEN OMITTED TO BE ACCOUNTED. IT SHOULD, THEREFORE, NOW BE PROVIDED FOR; 

d) THAT THE STOCK IS TO BE REDUCED TO Rs.23,000 AND FURNITURE AND FIXTURES BY Rs.1,000; 

e) THAT 5% RESERVE FOR BAD AND DOUBTFUL DEBTS TO BE CREATED; 

f) THE VALUE OF LAND AND BUILDING IS TO BE APPRECIATED BY 20%; 

g) THAT INCLUDED IN THE SUNDRY CREDITORS IS AN ITEM OF Rs.1,200 WHICH IS NOT TO BE PAID AND, THEREFORE, HAS TO BE WRITTEN BACK; 

h) THAT THE PROFIT SHARING RATIO OF THE OLD FIRM WILL NOT CHANGE. 

YOU ARE REQUIRED TO SHOW, THE NECESSARY ACCOUNTS AND THE BALANCE SHEET OF THE NEW FIRM. 

#9. VINAY, ANIL AND SUNIL ARE PARTNERS SHARING PROFITS AND LOSSES IN THE RATIO OF 3 : 2 : 1. ASHOK IS ADMITTED AS A PARTNER ON 31 – 12 – 1998 FOR AN EQUAL SHARE AND HE IS TO BRINGRs.30,000 AS CAPITAL. THE BALANCE SHEET OF THE FIRM IS AS UNDER : 


LIABILITIES 

Rs.
ASSETS 
Rs.

CAPITAL : 


LAND AND BUILDING 
40,000 


VINAY 
40,000  

PLANT AND MACHINERY 
30,000


ANIL 
40,000

FURNITURE AND FIXTURE 
20,000


SUNIL 
30,000

STOCK 
15,000



------------
1,10,000
DEBTORS 
20,000

CREDITORS 

27,000
BILLS RECEIVABLE 
12,000

BANK OVERDRAFT 

10,000
CASH AND BANK 
10,000




------------

-------------




1,47,000

1,47,000




=======

=======

ASHOK IS ADMITTED AFTER CONSIDERING THE FOLLOWING ADJUSTMENTS :  

I. THE VALUE OF GOODWILL IS Rs.24,000; 

II. MAKE A PROVISION FOR BAD DEBTS @5% ON DEBTORS; 

III. OUT OF THE CREDITORS A SUM OF Rs.10,000 IS OWING TO ASHOK; 

IV. EXPENSES ON REVALUATION AMOUNTED TO Rs.2,000 PAID BY VINAY 

V. BILLS VALUED Rs.4,000 WERE DISCOUNTED BY THE BANK OUT OF WHICH, A BILL FOR Rs.1,000 WAS DISHONOURED ON 31 – 12 – 1998, BUT NOT ENTERED IN THE BOOKS, ALTHOUGH THE DUE DATE OF THE OTHER DISCOUNTED BILLS FALL IN Jan. 1999. 

VI. ADVERTISEMENT EXPENSES OF Rs.1,000 IS TO BE CARRIED FORWARD TO THE NEXT ACCOUNTING PERIOD. 

VII. DURING 1998, PART OF THE FURNITURE WAS SOLD FOR Rs.5,000 (BOOK VALUE Rs.8,000), W.D.V. Rs.7,000. THEN PROCEED DUE WRONGLY CREDITED TO SALES ACCOUNT.   

VIII. LIFE INSURANCE PREMIUM AMOUNTING TO Rs.2,010 FOR ANIL WRONGLY DEBITED TO P/L A/c. 

SHOW THE REVALUATION ACCOUNT, CAPITAL ACCOUNT AND THE BALANCE SHEET. 

#10. X AND Y WERE PARTNERS IN A FIRM SHARING PROFITS IN THE RATIO OF 2 : 1. THE BALANCE SHEET OF THE FIRM AS ON 31st Dec. 1998 WAS AS UNDER : 


LIABILITIES 
Rs.
Rs.
ASSETS 
Rs.
Rs.
CAPITAL : 


GOODWILL 

1,992 


X
12,000

INVESTMENT 

10,000


Y
9,800

STOCK 

6,000



------------
21,800
DEBTORS 
8,000

GENERAL RESERVE 

4,200
LESS : PROVISION 
1,000

WORKMEN’s COMPENSATION FUND 

2,400

------------
7,000

PROVISION FOR INVESTMENT 

800
BILLS RECEIVABLE 

5,000

CREDITORS 

2,800
CASH AND BANK 

2,008




-------------


------------




32,000


32,000




========


=======

Z WAS ADMITTED IN THE FIRM ON THAT DATE FOR 2/5th INTEREST IN THE BUSINESS ON THE FOLLOWING CONDITIONS : 

I. ACCRUED INCOMES NOT APPEARING IN THE BOOKS Rs.200 

II. MARKET VALUE OF INVESTMENT WAS Rs.9,000

III. CLAIM ON ACCOUNT OF COMPENSATION WAS ESTIMATED AT Rs.300 

IV. PROVISION FOR DOUBTFUL DEBTS WAS REQUIRED TO Rs.1,200

V. AN OLD CUSTOMER, WHOSE ACCOUNT WAS WRITTEN OFF AS BAD, PROMISED TO PAY Rs.700 IN SETTLEMENT OF HIS FULL CLAIM. 

VI.  X AND Y PURCHASED A MACHINERY ON HIRE PURCHASE SYSTEM FOR Rs.6,000 OF WHICH ONLY Rs.200 WERE TO BE PAID. BOTH MACHINERY AND UNPAID LIABILITY DID NOT APPEAR IN THE BOOKS. 

VII. THERE WAS A JOINT LIFE POLICY ON THE LEVELS OF X AND Y FOR Rs.30,000. SURRENDER VALUE OF THE POLICY ON THE DATE OF ADMISSION AMOUNTED TO Rs.4,800. IT WAS DECIDED TO RECORD THIS AS AN ASSET OF THE NEW FIRM. 

VIII. Z IS REQUIRED TO BRING IN Rs.20,000 AS CAPITAL. 

IX. Z’s SHARE OF GOODWILL WAS CALCULATED AT Rs.4,800 

YOU ARE ASKED TO SHOW THE ENTRIES AND THE OPENING BALANCE SHEET AFTER Z’s ADMISSION 

#11. APACHE  AND BABA WERE PARTNERS SHARING PROFITS AND LOSSES EQUALLY. THEIR BALANCE SHEET AS ON DECEMBER 31, 1995 WAS AS FOLLOWS : 


LIABILITIES 

Rs.
ASSETS 

Rs.

CAPITAL : 


FREEHOLD PREMISES 

13,560 


APACHE 
20,000

FURNITURE 

1,700


BABA
16,000

MACHINERY 

7,000



-------------
36,000
STOCK 

4,800

SUNDRY CREDITORS 

19,000
SUNDRY DEBTORS 

22,880





CASH & BANK 

5,060 




------------


------------




55,000


55,000




=======


=======

THEY AGREE TO ADMIT REMO, A SOLE TRADER, ON 1 – 1 – 1996 ON THE FOLLOWING TERMS : 

1) REMO SHOULD BRING INTO THE BUSINESS SUNDRY DEBTORS AMOUNTING TO Rs.3,000 (LESS A PROVISION @ 5% FOR BAD DEBTS), SUNDRY CREDITORS AMOUNTING TO Rs.500 AND STOCK OF HIS OWN BUSINESS AT A VALUATION OF Rs.1,000. HIS CAPITAL IN THE NEW BUSINESS IS TO BE Rs.6,000, THE BALANCE OF WHICH HE IS TO PAY IN CASH AND TO GET 1/5th SHARE OF PROFITS. 

2) REGARDING THE EXISTING BUSINESS OF APACHE AND BABA, MACHINERY IS TO BE INCREASED BY Rs.300, FURNITURE TO BE CONSIDERED TOTALLY USELESS AND STOCK TO BE REDUCED BY Rs.800. BABA SHOULD INTRODUCE FURTHER CASH TO MAKE HIS CAPITAL EQUAL TO THAT OF APACHE. 

SHOW THE NECESSARY ACCOUNTS AND THE OPENING BALANCE SHEET OF THE NEW FIRM AS ON 1 – 1 – 1996. 

#12. LAUGH AND SMILE WERE PARTNERS IN A FIRM SHARING PROFITS AND LOSSES IN THE RATIO 2 : 1. THEIR BALANCE SHEET AS ON 30th JUNE, 1995 WAS AS FOLLOWS : 


LIABILITIES 

Rs.
ASSETS 

Rs.

CAPITAL ACCOUNTS : 


BANK 

1,004

LAUGH 


6,000
BILLS RECEIVABLE 

2,500

SMILE 


4,900
DEBTORS 
4,000


CREDITORS 

1,400
LESS : PROVISION 
500






----------
3,500

PROVISION FOR INVESTMENTS 

400
STOCK 

3,000

WORKMEN’s COMPENSATION FUND 

1,200
INVESTMENTS 

5,000

GENERAL RESERVE 

2,100
GOODWILL 

996




------------


-----------




16,000


16,000




=======


======

ON THAT DATE, PAIN JOINED THE FIRM AS A NEW PARTNER SUBJECT TO THE FOLLOWING REVALUATION AND OTHER ARRANGMENTS : 

1) ACCRUED INCOMES NOT APPEARING IN THE BOOKS BUT TO BE RECORDED Rs.100 

2) THE MARKET VALUE OF THE INVESTMENTS Rs.4,500 TO BE CONSIDERED 

3) CLAIM FOR COMPENSATION PAYABLE TO WORKMEN ESTIMATED AT Rs.150. 

4) PROVISION ON DEBTORS TO BE MAINTAINED AT Rs.600 

5) SORROW, AN OLD CUSTOMER, WHOSE ACCOUNT WAS WRITTEN OFF AS BAD, HAS PROMISED TO PAY Rs.2,000 WHICH WAS DUE FROM HIM. IT WAS DECIDED TO RECORD THIS IN THE BOOKS.

6) THE FIRM HAS PURCHASED MACHINERY ON HIRE – PURCHASE SYSTEM FOR Rs.2,800, OUT OF WHICH 2,600 HAS ALREADY BEEN PAID. BOTH MACHINERY AND UNPAID LIABILITY ARE TO BE RECORDED NOW AS THESE WERE NOT RECORDED EARLIER. 

7) THE SURRENDER VALUE OF A JOINT LIFE POLICY ON THE LIVES OF LAUGH AND SMILE AMOUNTED TO Rs.2,400 WHEREAS THE POLICY VALUE WAS Rs.15,000. IT WAS DECIDED TO RECORD THIS JOINT LIFE POLICY AS A BUSINESS ASSET. 

8) THE PROFIT SHARING RATIO BETWEEN SMILE AND PAIN WOULD BE THAT SAME AS THAT BETWEEN LAUGH & SMILE. 

9) PAIN WAS REQUIRED TO BRING IN CASH Rs.10,000 AS CAPITAL AND Rs.800 AS PREMIUM FOR GOODWILL BUT HE COULD NOT PAY THE PREMIUM MONEY FOR WHICH THE GOODWILL ACCOUNT WAS RAISED. 

SHOW THE NECESSARY ACCOUNTS IN THE BOOKS OF THE FIRM AND THE BALANCE SHEET OF THE NEW FIRM IMMEDIATELY AFTER THE ADMISSION OF PAIN AS A NEW PARTNER. 

(C) – CHANGE IN PROFIT SHARING RATIO :- 

#13. SAURAV AND SACHIN WERE PARTNERS SHARING PROFITS AND LOSSES AS SAURAV 3/4 AND SACHIN 1/4. THEIR CAPITALS WERE SAURAV Rs.60,000 AND SACHIN Rs.20,000. IT WAS DECIDED THAT WITH EFFECT FROM 

1 – 1 – 1996, THE PROFIT SHARING RATIO WOULD BE SAURAV 5/8 AND SACHIN 3/8. THE DEED STATED THAT GOODWILL IS TO BE VALUED AT 2 YEARS PURCHASE OF THE AVERAGE OF THE LAST 3 YEARS PROFITS AND THAT THE CAPITALS OF THE PARTNERS SHOULD BE PROPORTIONATE TO THE NEW PROFIT SHARING RATIO. THE PROFITS FOR 1993, 1994 AND 1995 WERE Rs.26,000, Rs.32,000 AND Rs.38,000 RESPECTIVELY. GIVE THE NECESSARY JOURNAL ENTRIES TO RECORD THE ABOVE CHANGES.

#14. RAM, SHYAM AND TARUN ARE PARTNERS IN A FIRM, SHARING PROFITS AND LOSSES IN THE RATIO OF 

5 : 3 : 2. THEIR BALANCE SHEET AS ON 31st MARCH, 1995 STOOD AS FOLLOWS : 


LIABILITIES 

Rs.
ASSETS 

Rs.

SHARE CREDITORS 

25,000
CASH AT BANK 

10,000

GENERAL RESERVE 

20,000
SUNDRY DEBTORS 
22,000

SHYAM LOAN A/c 

15,000
LESS : RESERVE FOR 




BAD DEBTS
2,000

CAPITALS : 



----------
20,000

RAM 
25,000

FURNITURE

10,000

SHYAM 
10,000

MACHINERY 

35,000

TARUN 
5,000




------------
40,000





-------------


--------------



1,00,000


1,00,000



========


=========

FROM 1 – 4 – 95 THE PARTNERS DECIDED TO CHANGE THEIR PROFIT SHARING RATIO AS 2 : 1 : 2. THE FOLLOWING ADJUSTMENTS WERE AGREED UPON : 

1) RESERVE FOR BAD DEBTS WAS TO BE RAISED TO 10% 

2) FURNITURE WAS TO BE APPRECIATED BY Rs.5,200.

THEY DID NOT, HOWEVER, WANT TO ALTER THE BOOK VALUES OF THE ASSETS AND RESERVES BUT TO RECORD THE CHANGE BY PASSING A SINGLE JOURNAL ENTRY. 


THE PROFIT & LOSS ACCOUNT OF THE FIRM FOR THE YEAR ENDED 31st MARCH, 1996 SHOWED A NET PROFIT OF Rs.22,900 

YOU ARE REQUIRED TO SHOW : 

a) THESINGLE JOURNAL ENTRY ADJUSTING THE PARTNERS CAPITALS ON 1 – 4 – 95 

b) THE PROFIT & LOSS APPROPRIATION ACCOUNT FOR THR YEAR ENDED 31st MARCH, 1996 AFTR TAKING INTO CONSIDERATION THE FOLLOWING ADJUSTMENTS : 

I. INTEREST ON CAPITAL AT 5% p.a.; 

II. INTEREST ON SHYAM’s LOAN AND 

III. TRANSFER 25% OF THE DIVISIBLE PROFITS TO THE RESERVE FUND AFTER CHARGING SUCH RESERVE. 

(D) – EMPLOYEE ADMITTED AS PARTNER :- 
#15. AMAR AND VINEET COMMENCED BUSINESS ON 1 – 7 – 1990 AS PARTNERS WITH CAPITALS OF Rs.1,20,000 AND Rs.80,000, RESPECTIVELY. THE CAPITALS REMAIN FIXED AND CARRY INTEREST AT 7% p.a. PROFITS ARE TO BE SHARED IN PROPORTION TO THEIR CAPITALS. 


THEY APPOINTED CHIRAJ AS THEIR MANAGER ON 1 – 7 – 1990 AT A SALARY OF Rs.4,800  p.a. PLUS A BONUS OF 5% OF THE PROFITS WHICH SUBJECT TO THEIR BONUS AND INTEREST ON CAPITAL WOULD BE DIVISIBLE BETWEEN THE PARTNERS. CHIRAJ HAS TO DEPOSIT ON 1 – 7 – 1990. Rs.40,000 AS SECURITY CARRYING INTREST AT 8% p.a. 


IN JULY, 1993, IT WAS SETTLED CHIRAJ SHOULD BE TREATED AS A PARTNER FROM 1st JULY 1990. IT WASAGREED THAT HE WOULD BE ENTITLED TO ONE – SIXTH OF THE PROFITS AND HIS SECURITY DEPOSIT WOULD BE TREATED AS HIS CAPITAL CARRYING INTEREST AT 7% p.a. INSTEAD OF THE 8% HE HAD RECEIVED. IT WAS FURTHER AGREED THAT THIS NEW ARRANGEMENT SHOULD NOT RESULT IN REDUCING CHIRAJ’s SHARE FOR ANY OF THESE YEAR THAN HE HAD ALREADY RECEIVED UNDER THE ORIGINAL AGREEMENT AND TERMS OF HIS APPOINTMENT. 


THE PROFITS BEFORE CHARGING FOR CHIRAJ’s BONUS AND INTEREST ON CAPITAL ON GIVING EFFECT TO THE NEW ARRANGMENT WERE : 

a) FOR THE YEAR ENDED 30th JUNE 1991 Rs.30,000

b) FOR THE YEAR ENDED 30th JUNE 1992 Rs.58,000

c) FOR THE YEAR ENDED 30th JUNE 1993 Rs.83,000

SHOW THE NECESSARY JOURNAL ENTRIES TO GIVE EFFECT TO THE NEW ARRANGMENT WITH EXPLANATORY COMPUTATIONS.  

(E) – RETIREMENT :-
#16. ON 31 – 3 – 1998, THE BALANCE SHEET OF M/s. RAM, RAHUL AND ROHITSHARING PROFITS AND LOSSES IN PROPORTION TO THEIR CAPITAL, STOOD AS FOLLOWS : 



Rs.
 
Rs.
CAPITAL ACCOUNTS : 

LAND AND BUILDING 
2,00,000

RAM 
3,00,000
MACHINERY
2,00,000

RAHUL 
2,00,000
CLOSING STOCK 
1,00,000

ROHIT 
1,00,000
SUNDRY DEBTORS 
2,00,000

SUNDRY CREDITORS 
2,00,000
CASH AND BANK 
1,00,000


--------------

--------------


8,00,000

8,00,000


========

========

ON 31 – 3 – 1998 RAM DESIRED TO RETIRE FROM THE FIRM AND THE REMAINING PARTNERS DECIDED TO CARRY ON. IT WAS AGREED TO REVALUE THE ASSETS AND LIABILITIES ON THAT DATE ON THE FOLLOWING BASIS :

I. LAND AND BUILDING BE APPRECIATED BY 
30% 

II. MACHINERY BE DEPRECIATED BY 
20% 

III. CLOSING STOCK TO BE VALUED AT 
Rs.80,000

IV. PROVISION FOR BAD DEBTS BE MADE AT 5% ; 

V. OLD CREDIT BALANCE OF SUNDRY CREDITORS Rs.10,000 BE WRITTEN BACK; 

VI. JOINT LIFE POLICY OF THE PARTNERS SURRENDERED AND CASH OBTAINED Rs.60,000

VII. GOODWILL OF THE FIRM BE VALUED AT Rs.1,80,000 AND RAM’s SHARE OF GOODWILL BE ADJUSTED IN THE ACCOUNTS OF RAHUL AND ROHIT WHO SHARE THE FUTURE PROFITS EQUALLY. NO GOODWILL ACCOUNT BEING RAISED. 

VIII. THE TOTAL CAPITAL OF THE FIRM IS TO BE THE SAME AS BEFORE RETIREMENT. INDIVIDUAL CAPITAL BE IN THEIR PROFIT SHARING RATIO. 

IX. AMOUNT DUE TO RAM IS TO BE SETTLED ON THE FOLLOWING BASIS.


50% ON RETIREMENT AND THE BALANCE 50% WITHIN ONE YEAR. 

PREPAREREVALUATION ACCOUNT, CAPITAL ACCOUNTS OF PARTNERS, CASH ACCOUNT AND BALANCE SHEET AS ON 1 – 4 – 1998 OF M/s, RAHUL AND ROHIT. 

#17. X, Y AND Z WERE IN PARTNERSHIP SHARING PROFITS AND LOSSES AS 1/2, 1/4 AND 1/4 RESPECTIVELY. IT WAS AGREED THAT INTEREST SHOULD BE ALLOWED @10% p.a. ON PARTNERS CAPITAL ACCOUNTS AND CHARGED @8% p.a. ON THEIR DRAWINGS. NO INTEREST WAS TO BE ALLOWED OR CHARGED ON CURRENT ACCOUNTS. 


THE FOLLOWING ARE THE PARTICULARS OF THEIR CAPITAL ACCOUNTS, CURRENT ACCOUNTS AND DRAWINGS (AS SHOWN BY THE DRAFT ACCOUNTS) : 


CAPITAL ACCOUNTS 
CURENT ACCOUNTS  
DRAWINGS FOR YEAR TO 
INTEREST ON 


BALANCE ON 1 – 1 – 1984 
BALANCE ON 1 – 1 – 1984 
31st DECEMBER 
DRAWINGS 


Rs.
Rs.
Rs.
Rs.
X
1,50,000(Cr.) 
20,000(Cr.) 
30,000
2,000

Y
80,000(Cr.)
10,000(Cr.)
20,000
760 

Z
60,000(Cr.) 
10,000(Dr.) 
20,000
1,400

THE RAFTS ACCOUNT FOR THE YAR TO 31st DECEMBER 1984 SHOWED A NET PROFIT OF Rs.1,20,000 BEFORE TAKING INTO ACCOUNT INTEREST ON PARTNERS CAPITAL ACCOUNT BALANCES AND DRAWINGS. THE AUDIT OF THE DRAFT ACCOUNTS REVALED THE FOLLOWING ERRORS : 

I. THE RENT OF X’s PRIVATE HOUSE AMOUNTING TO Rs.1,500 ARE PAID ON 31st DECEMBER 1984, HAD BEEN INCLUDED IN RENT CHARGED IN PROFIT AND LOSS ACCOUNT. 

II. REPAIRS AMOUNTING TO Rs.20,000 HAD BEEN TREATED AS ADDITION TO MACHINERY, DEPRECIATION ON WHICH HAD BEEN CHARGED @ 20%. 

III. THE PREMIUM, AMOUNTING TO Rs.6,000 ON Y’s LIFE INSURANCE POLICY, ARE PAID ON 30th JUNE 1984, HAD BEEN INCLUDED INSURANCE CHARGES IN THE PROFIT AND LOSS ACCOUNT.

Z RETIRED FROM THE PARTNERSHIP ON 31st DECEMBER 1984 AND AGREED TO LEAVE THE AMOUNT DUE TO HIM FROM FIRM AS A LOAN REPAYABLE BY AGREED INSTALLMENTS. X AND Y AGREED TO CONTINUE IN PARTNERSHIP SHARING PROFITS AND LOSSES AS 2/3 AND 1/3. 


IN ASCERTAINING THE AMOUNT DUE TO Z FROM THE FIRM AND FOR THE PURPOSE OF THE NEW PARTNERSHIP, IT WAS AGREED TO MAKE THE FOLLOWING ADJUSTMENTS : 

I. GOODWILL TO BE VALUED AT Rs.1,44,000 BUT NO ACCOUNT FOR GOODWILL TO BE RAISED IN THE BOOKS. 

II. THE VALUE OF FREEHOLD PREMISES TO BE INCREASED BY Rs.12,000 

III. RSERVE FOR BAD DEBTS Rs.12,000 

YOU ARE REQUIRED TO PREPARE 

a) THE PROFIT AND LOSS APPROPRIATION ACCOUNT FOR THE YEAR ENDED 31st DECEMBER 1984, MAKING ALL THE NECESSARY ADJUSTMENTS FOR THE ERRORS REVEALED; AND 

b) PARTNERS CAPITAL AND CURRENT ACCOUNTS (IN COLUMNAR FORM) FOR THE YEAR ENDED 31st DECEMBER, 1984, INCORPORATING THE ADJUSTMENTS ON Z’s RETIREMENT. 

#18. X, Y AND Z WERE PARTNERS SHARING PROFITS & LOSSES AS 4 : 3 : 1. ON 1 – 4 – 1995 THEIR CAPITALS WERE Rs.15,000. Rs.15,000 AND Rs.10,000 RESPECTIVELY. THE PARTNERSHIP DEED CONTAINED : 

1) INTEREST ON CAPITAL WOULD BE PROVIDED @ 10% p.a. 

2) IN CASE OF RETIREMENT, THE GOODWILL WOULD BE VALUED AT 2 YEARS PURCHASE OF THE AVERAGE DISTRIBUTABLE PROFITS OF THE PRECEEDING 5 YEARS. 

3) THE PROFIT OF THE RETIRING PARTNER TO THE DATE OF RETIREMENT WOULD BE ESTIMATED ON THE BASIS OF THE AVERAGE DISTRIBUTABLE PROFIT OF THE LAST 3 YEARS AND 

4) THE FIRM WOULD EFFECT A JOINT LIFE POLICY FOR Rs.30,000 WHOSE PREMIUM WOULD BE CHARGED AS A BUSINESS EXPENSES. 

X RETIRED FROM THE FORM ON 1 – 10 – 95. THE SURRENDER VALUE OF THE POLICY AS ON THAT DATE WAS ASCERTAINED AS Rs.8,000. DRAWINGS OF THE PARTNERS UPTO THAT DATE X Rs.3,000; Y Rs.2,000 AND Z Rs.1,000. THE ANNUAL NET PROFITS AFTER CHARGING INTEREST ON CAPITAL AND JOINT LIFE POLICY PREMIA WERE : 


1990 – 91 Rs.8,000; 1991 – 92 Rs.8,800; 1992 – 93 Rs.7,200; 1993 – 94 Rs.9,500; 1994 – 95 Rs.10,000. 

X’s FINAL CLAIMS REGARDING REVENUE ACCOUNTS WERE MET OUT OF THE ASSETS OF THE BUSINESS AND THE REST WAS PAID OUT OF CASH BROUGHT IN BY Y AND Z IN SUCH PROPORTIONS AS TO SET THEIR CAPITAL BALANCES EQUATED TO THEIR SHARES OF PROFITS. SHOW THE PARTNERS CAPITAL ACCOUNTS. 

#19. THE BALANCE SHEET OF XAVIER, YUSUF AND ZAMAN WHO WERE SHARING PROFITS IN THE RATIO 4 : 3 : 2 RESPECTIVELY STOOD AS FOLLOWS ON 31st DECEMBER, 1995. 


LIABILITIES

 Rs.
ASSETS 

Rs.

SUNDRY CREDITORS 

4,140 
CASH AT BANK 

3,300

CAPITAL ACCOUNTS 


SUNDRY DEBTORS 
3,045 


XAVIER 
12,000

LESS : PROVISION 
105 





---------
2,940 

YUSUF 
9,000

STOCK 

4,800

ZAMAN 
6,000

PLANT AND MACHINERY 

5,100


-----------
27,000
LAND AND BUILDING 

15,000



-------------


-------------



31,140 


31,140 



========


=======

YUSUF HAVING GIVEN NOTICE TO RETIRE FROM THE FIRM, THE FOLLOWING ADJUSTMENTS IN THE BOOKS OF THE FIRM WERE AGREED UPON : 

I. THAT LAND AND BUILDING BE APPRECIATED BY 10%; 

II. THE PROVISION FOR BAD DEBTS IS NO LONGER NECESSARY; 

III. THE STOCK BE APPRECIATED BY 20%; 

IV. ADJUSTMENT BE MADE IN THE ACCOUNTS TO RECTIFY AMISTAKE PREVIOUSLY MADE WHEREBY YUSUF WAS CREDITED IN EXCESS BY Rs.810 WHILE XAVIER AND ZAMAN WERE DEBITED IN EXCESS BY Rs.420 AND BY Rs.390 RESPECTIVELY; 

V. THE GOODWILL OF THE FIRM BE FIXED AT Rs.5,400 AND YUSUF’s SHARE OF THE SAME BE ADJUSTED TO THAT OF XAVIER AND ZAMAN WHO ARE GOING TO SHARE IN FUTURE PROFITS IN THE RATIO 2 : 1; 

VI. THE ENTIRE CAPITAL OF THE FIRM, AS NEWELY CONSTITUED, WILL BE READJUSTED BY BRINGING IN OR PAYING OF CASH SO THAT THE FUTURE CAPITAL OF XAVIER AND ZAMAN BE IN THE RATIO OF 2 : 1. 

PASS JOURNAL ENTRIES AND PREPARE THE BALANCE SHEET OF THE NEW FIRM SHOWING YUSUF’s BALANCE AS LOAN. 

#20. THE BALANCE SHEET OF BAICHUNG, TAUSIF AND VIJAYAN WHO SHARED PROFITS AND LOSSES IN THE RATIO OF 3 : 3 : 2 RESPECTIVELY WAS AS FOLLOWS ON 31st DECEMBER, 1993 : 


LIABILITIES 

Rs.
ASSETS 

Rs.

CAPITALS : 


MACHINERY 

31,600

BAICHUNG 
24,000

FURNITURE 

6,400

TAUSIF 
10,000

STOCK 

8,500

VIJAYAN 
8,000


----------
42,000
DEBTORS 

4,300

RESERVE 

4,800
CASH AT BANK 

4,700

CREDITORS 

8,700




------------


------------



55,500


55,500



=======


=======

BAICHUNG RETIRED FROM THE BUSINESS ON 1st JANUARY, 1994  REVALUATIONS OF ASSETS WERE MADE AS : MACHINERY Rs.34,000, FURNITURE Rs.5,000, STOCK Rs.9,600, DEBTORS Rs.4,000 AND GOODWILL Rs.10,000. 


BAICHUNG WAS PAID Rs.4,225 IMMEDIATELY AND THE BALANCE WAS TRANSFERRED TO A LOAN ACCOUNT FOR PAYMENT IN 4 EQUAL HALF – YEARLY INSTALMENTS TOGETHER WITH INTEREST @ 6% p.a. 


SHOW THE NECESSARY ACCOUNTS, THE BALANCE SHEET OF THE FIRM IMMEDIATELY AFTER BAICHUNG’s  RETIREMENT AND HIS LOAN ACCOUNT TILL FINALLY PAID OFF. 

(F) – RETIREMENT CUM ADMISSION :-
#21. ASIMA, CHANDRANI AND CHAITALI, ALL ENGINEERS, ARE EQUAL PARTNERS IN “LADIES OWN Ltd.” ON

31 – 12 – 94 ASHIMA RETIRED DUE TO OLD AGE AND ON NEXT DAY HER DAUGHTER, RUPA , ALSO AN ENGINEER, JOINED THE FIRM. THE ASHIMA RETIRED THE NEW PROFIT SHARING RATIO WAS DECIDED TO BE CHANDRANI 

2/5ths, CHAITALI 2/5ths AND RUPA 1/5th.

BALANCE SHEET AS ON 31 – 12 – 94 WAS AS FOLLOWS : 


LIABILITIES  

Rs.
ASSETS 

Rs.

CAPITAL : 


FURNITURE 

10,000

ASHIMA 
20,000

BOOKS 

5,000

CHANDRANI
20,000

JOINT LIFE POLICY 

19,000

CHAITALI 
19,000





-------------
59,000
CASH 

8,000

CREDITORS 

2,500
EQUIPMENTS 

20,000

OUTSTANDING EXPENSES 

500






-----------


-----------




62,000


62,000




======


======

YOU HAVE BEEN GIVEN THE FOLLOWING INFORMATION : 

a) UP TO 31 – 12 – 94 THE ACCOUNTS WERE PREPARED ON CASH BASIS, BUT ON AND FROM 1 – 1 – 95, IT WAS DECIDED TO CHANGE THE METHOD TO ACCRUAL BASIS AND ON THAT DAY ASIMA WAS CREDITED WITH Rs.7,500 AS HER SHARE OF ACCRUED FEES, THE OTHER TWO PARTNERS WERE ALSO CREDITED WITH THEIR SHARE IN EQUAL RATIO. 

b) ASIMA WAS ALSO CREDITED WITH Rs.7,000 AS HER SHARE OF GOODWILL. BUT IT WAS DECIDED NOT TO OPEN GOODWILL ACCOUNT. 

c) ON REVALUATION THE VALUE OF FURNITURE WAS INCREASED BY Rs.3,000, BOOKS BY Rs.2,000 AND EQUIPMENTS BY Rs.7,000. 

d) ASIMA AGREED TO TAKE OVER THE JOINT LIFE POLICY AT ITS BOOK VALUE 

e) RUPA CONTRIBUTED Rs.6,000 IN CASH AS HER SHARE OF GOODWILL 

f) THE BALANCE IN ASHIMA’s CAPITAL ACCOUNT AFTER ALL THE ADJUSTMENTS SHOULD BE TREATED AS RUPA’s CAPITAL CONTRIBUTION. IT WAS FURTHER DECIDED THAT THE CAPITAL ACCOUNT BALANCES OF CHANDRANI AND CHAITALI SHOULD BE SO ADJUSTED AS TO MAKE CAPITAL OF ALL THETHREE PARTNERS EQUAL TO PROFIT SHARING RATIO KEEPING RUPA’s CAPITAL FIXED AND FOR THAT PURPOSE ANY DEFICIENCY SHOULD BE BROUGHT IN CASH OR ANY SURPLUS TO BE TRANSFERRED TO CURRENT ACCOUNT. 

g) THE FOLLOWING WERE THE TRANSACTIONS DURING THE YEAR ENDING ON 31 – 12 – 1995 AFTER RUPA’s ADMISSION : 

CONSULTANCY FEES FOR SUPERVISION WORKS IN DIFFERENT ORGANISATIONS AMOUNTING TO Rs.59,600 (NET) WERE DEPOSITED INTO BANK AFTER THE FOLLOWING PAYMENTS 

1) SALARIES Rs.16,000

2) RENT Rs.13,000

3) MISCELLANEOUS EXPENSES Rs.7,200

4) DRAWINGS – CHANDRANI Rs.6,000, CHAITALI Rs.4,000 AND RUPA Rs.3,600. 

ON 31 –12 – 95 FEES ACCURED Rs.14,000 AND RENT OUTSTANDING WAS Rs.1,000. TWO MOTOR CARS OF CHANDRANI AND CHAITALI WERE TAKEN OVER BY THE FIRM AT Rs.30,000 AND Rs.25,000 RESPECTIVELY ON 

30 – 6 – 95. DEPRECIATION IS TO BE CHARGED ON FURNITURE, BOOKS, EQUIPMENTS AND MOTOR CARS @ 10% p.a. 


YOU ARE ASKED TO PREPARE 

I. BALANCE SHEET AND REVALUATION ACCOUNT ON 1 – 1 – 95 

II. PROFIT & LOSS ACCOUNT FOR THE YEARENDED 31 – 12 – 95 AND 

III. BALANCE SHEET ON 31 – 12 – 1995 

#22. MOHAN, ROHAN AND SOHAN ARE IN PARTNERSHIP SHARING PROFITS AND LOSSES IN THE RATIO 2 : 3 : 5. MOHAN RETIRES ON 31st MARCH, 1984 AND INDER IS ADMITTED TO PARTNERSHIP ON THE SAME DATE, THE NEW PROFIT – SHARING RATIO BETWEEN, ROHAN, SOHAN AND INDER BEING 2 : 3 : 1. 

LIABILITIES 
Rs.
Rs.
ASSETS 

Rs.

CREDITORS 

50,000
LAND AND BUILDING 

10,000

LOAN FROM INDER 

50,000
MACHINERY 

30,000

GENERAL RESERVE 

40,000
STOCK 

20,000

CAPITAL ACCOUNTS : 


DEBTORS 

30,000


MOHAN 
10,000

CASH 

2,000


ROHAN 
15,000

BANK 

93,000


SOHAN 
20,000



-------------
45,000






-------------


-----------




1,85,000


1,85,000




========


=======

INDER IS ADMITTED ON THE FOLLOWING TERMS : 

a) MACHINERY IS TO BE DEPRECIATED BY Rs.3,000

b) LAND AND BUILDING IS REVALUED AT Rs.30,000

c) STOCK IS TO BE WRITTEN OFF TO THE EXTENT OF Rs.5,000

d) PROVISION OF 5% FOR BAD DEBTS IS TO BE MADE 

e) GENERAL RESERVE IS TO BE APPROPRIATED AMONG THE PARTNERS 

f) THE FIRMS GOODWILL IS TO BE VALUED OF TWO YEARSPURCHASE OF THE AVERAGE PROFITS FOR THE LAST THREE YEARS. THE FIGURES ARE : 


YEAR ENDED 31 – 3 – 1981 
--------
PROFIT 
Rs.20,000


YEAR ENDED 31 – 3 – 1982 
--------
LOSS 
Rs.15,000


YEAR ENDED31 – 3 – 1983 
--------
PROFIT 
Rs.40,000

g) THE AMOUNT DUE TO MOHAN IS RETAINED IN THE BUSINESS AS LOAN. 

h) INDER’s CAPITAL CONTRIBUTION SHOULD BE 1/5th OF THE COMBINED OF ROHAN AND SOHAN AFTER MAKING THE ABOVE ADJUSTMENTS. INDER’s SHARE OF CAPITAL WILL BE TRANSFERRED FROM HIS LOAN ACCOUNT. 

i) THE GOODWILL ACCOUNT IS TO BE WRITTEN OFF FROM THE BOOKS AFTER INDER’s ADMISSION. 

YOU ARE REQUIRED TO SHOW : 

1) THECAPITAL ACCOUNTS OF THE PARTNERS IN COLUMNAR FORM, AND 

2) THE BALANCE SHEET OF THE RECONSTITUTED FIRM 

GIVE THE NECESSARY WORKINGS. 

(G) – DEATH :-
#23. A, B AND C ARE PARTNERS SHARING PROFITS AND LOSSES IN THE RATIO OF 2 : 1 : 1 RESPECTIVELY. On 31st MARCH, 1998, THEIR BALANCE SHEET WASAS FOLLOWS : 

LIABILITIES 

Rs.
ASSETS 

Rs.

A’s CAPITAL 

1,00,000
GOODWILL 

30,000

B’s CAPITAL 

60,000
FREEHOLD PROPERTY 

90,000

C’s CAPITAL 

40,000
FURNITURE 

14,500

CREDITORS 

45,000
JOINT LIFE POLICY 

20,000

BILLS PAYABLE

15,000
STOCK 

61,000




DEBTORS 

34,500




CASH AT BANK 

10,000



--------------


-------------



2,60,000


2,60,000



========


========

A DIED ON 1st APRIL, 1998. THE FIRM HAD TAKEN A JOINT LIFE POLICY FOR Rs.1,20,000, THE PAYMENT FOR WHICH WAS RECEIVED BY THE FIRM. ACCORDING TO THE PARTNERSHIP DEED, ON RETIREMENT OR DEATH OF A PARTNER, THE GOODWILL OF THE FIRM WAS TO BE VALUED AT 11/2 TIMES OF THE AVERAGE PROFIT FOR THE LAST FOUR YEARS. THE PROFITS FOR THE LAST FOUR YEARS WERE Rs.64,000, Rs.69,000, Rs.72,000 AND Rs.75,000 RESPECTIVELY. FOR PAYING THE AMOUNT DUE TO A’s LEGAL REPRESENTATIVE, B AND C BROUGHT AS MUCH CASH AS WOULD BRING THEIR CAPITALS IN PROFIT SHARING RATIO AND THE FIRM WOULD HAVE A CASH BALANCE OFRs.3,000 


PASS JOURNAL ENTRIES TO RECORD THEABOVE MENTIONED TRANSACTIONS AND PREPARE PARTNERS CAPITAL ACCOUNTS. 

#24. R, J AND D CARRIED ON A BUSINESS SHARING PROFITS IN THE RATIO OF 7 : 5 : 4 RESPECTIVELY. 

THE BALANCE SHEET OF THE FIRM ON 31st MARCH, 1998 WAS AS FOLLOWS : 

LIABILITIES 

Rs.
ASSETS 

Rs.

BILLS PAYABLE 

12,350 
CASH IN HAND AND AT BANK 

5,830 

CREDITORS 

15,450 
BILLS RECEIVABLE 

10,950 

LOAN 


14,200
STOCK IN TRADE 

49,470 

CAPITALS :- 
Rs.

DEBTORS 

16,250


R
52,750 

FURNITURE 

12,100


J
45,250 

PLANT AND MACHINERY 

26,800


D
32,000




------------
1,30,000
LEASEHOLD BUILDING 

50,600




--------------


-------------




1,72,000


1,72,000




========


========

PROFIT FOR THE YEAR ENDED 31st MARCH, 1998 AMOUNTED Rs.24,000. D DIED ON 30th JUNE, 1998. THE PARTNERSHIP DEED PROVIDES THAT 

1) THE OPENING ASSETS AND LIABILITIES ARE TO BE REVALUED BY AN INDEPENDENT PERSON; 

2) GOODWILL IS TO BE CALCULATED ON THE BASIS OF THREE YEARS PURCHASE OF FIVE YEARS AVERAGE PROFITS; AND 

3) THE SHARE OF THE DECEASED PARTNER IN THE PROFITS OF THE YEAR UP TO THE DATE OF HIS DEATH IS TO BE CALCULATED ON THE BASIS OF THE PREVIOUS YEARS PROFITS OF THE YEAR UP TO THE DATE OF HIS DEATH IS TO BE CALCULATED ON THE BASIS OF THE PREVIOUS YEARS WERE : 




Rs.


Rs.

1993 – 94 

29,600
1995 – 96 

28,700

1994 – 95 

28,900
1996 – 97 

26,800

REVALUATION OF ASSETS AND LIABILITIES RESULTED IN THE FOLLOWING :-

STOCK IN TRADE AT Rs.40,000; DEBTORS AT Rs.16,000; FURNITURE AT Rs.11,600; PLANT AND MACHINERY AT Rs.17,900 ANDLEASEHOLD BUILDING AT Rs.57,000 A LIABILITY FOR BILLS DISCOUNTED FOR Rs.1,280 IS EXPECTED TO ARISE. 


IT WAS AGREED BETWEEN THE EXECUTORS OF D AND THE REMAINING PARTNERS THAT THIS REVALUATION SHOULD HAVE NO EFFECT ON THE PREVIOUS YEARS PROFITS. THEEXECUTORS ACCEPTED Rs.2,700 IMMEDIATELY, THE BALANCE TO BE REPAID BY FOUR HALF YEARLY INSTALMENTS TOGETHER WITH INTEREST AT 10% ON THE AMOUNT OUTSTANDING. SHOW D’s EXECUTORS ACCOUNT UNTIL IT IS PAID OFF. 

#25. PETER, PAUL AND PRINCE WERE PARTNERS SHARING PROFIT AND LOSSES IN THE RATIO 2 : 1 : 1. IT WAS PROVIDED IN THE PARTNERSHIP DEED THAT IN THE EVENT OF RETIREMENT/DEATH OF APARTNER HE/HIS LEGAL REPRESENTATIVES WOULD BE PAID : 

I. THE BALANCE IN THE CAPITAL ACCOUNT 

II. HIS SHARE OF GOODWILL OF THE FIRM VALUED AT TWO YEARS PURCHASE OF NORMAL AVERAGE PROFITS (AFTER CHARGING INTEREST ON FIXED CAPITAL) FOR THE LAST THREE YEARS TO 31st DECEMBER PRECEDING THE RETIREMENT OR DEATH. 

III. HIS SHARE OF PROFITS FROM THE BEGINNING OF THE ACCOUNTING YEAR TO THE DATE OF RETIREMENT OR DEATH, WHICH SHALL BE TAKEN ON PRPORTIONATE BASIS OF PROFITS OF THE PREVIOUS YEAR AS INCREASED BY 25% 

IV. INTEREST ON FIXED CAPITAL AT 10% p.a. THOUGH PAYABLE TO THE PARTNERS WILL NOT BE PAYABLE IN THE YEAR OF DEATH OR RETIREMENT 

V. ALL THE ASSETS ARE TO BE REVALUED ON THE DATE OF RETIREMENT OR DEATH AND THE PROFIT AND LOSS BE DEBITED/CREDITED TO THE CAPITAL ACCOUNTS IN THE PROFIT SHARING RATIO 

PETER DIED ON 30th SEPTEMBER, 1993. THE BOOKS OF ACCOUNT ARE CLOSED ON CALENDAR YEAR BASIS FROM 1st JANUARY TO 31st DECEMBER. 

THE BALANCE IN THE FIXED CAPITAL ACCOUNTS AS ON 1st JANUARY, 1993 WERE PETER  - Rs.10,000; 

PAUL – Rs.5,000 AND PRINCE – Rs.5,000. THE BALANCE IN THE CURRENT ACCOUNTS AS ON 1st JANUARY, 1993 WERE PETER – Rs.20,000; PAUL; - Rs.10,000 AND PRINCE – Rs.7,000, DRAWINGS OF PETER TILL 30th SEPTEMBER, 1993 WERE Rs.10,000. THE PROFITS OF THE FIRM BEFORE CHARGING INTEREST ON CAPITAL FOR THE CALENDAR YEARS 1990, 1991 AND 1992 WERE Rs.1,00,000; Rs.1,20,000 AND Rs.1,50,000 RESPECTIVELY. THE PROFITS INCLUDE THE FOLLOWING ABNORMAL ITEMS OF CREDIT : 


1990 
1991 
1992 

PROFIT ON SALE OF ASSETS 
Rs.5,000
Rs.7,000
Rs.10,000

INSURANCE CLAIM RECEIVED 
Rs.3,000
---------
Rs.12,000

THE FIRM HAS TAKEN OUT A JOINT LIFE POLICY FOR Rs.1,00,000. BE3SIDES THE PARTNERS HAD SEVERALLY INSURED THEIR LIVES FOR Rs.50,000 EACH, THE PREMIUN IN RESPECT THEREOF BEING CHARGED TO THE PROFIT AND LOSS ACCOUNT. 


THE SURRENDER VALUE OF THE POLICIES WERE 30% OF THE FACE VALUE. ON 30th JUNE, 1993 THE FIRM RECEIVED NOTICE FROM THE INSURANCE COMPANY THAT THE INSURANCE PREMIUM IN RESPECT OF A FIRE POLICY HAD BEEN UNDERCHARGED TO THE EXTENT OF Rs.6,000 IN THE YEAR 1992 AND THE FIRM HAS TO PAY IMMEDIATELY. THE REVALUATION OF THE ASSETS INDICATE AN UPWARD REVISION IN VALUE OF ASSETS TO THE EXTENT OF Rs.20,000. PREPARE AN ACCOUNT SHOWING THE AMOUNT DUE TO PETER’s LEGAL REPRESENTATIVES AS ON 30th SEPTEMBER, 1993 ALONGWITH NECESSARY WORKINGS. 

(H) – DISSOLUTION :-
#26. THE FOLLOWING IS THE BALANCE SHEET OF SACHIN AND VINOD AS ON 31st DECEMBER, 1995 : 


LIABILITIES 

Rs.
ASSETS 

Rs.

SUNDRY CREDITORS 

76,000
CASH AT BANK 

23,000

LOAN FROM ANJALI 

20,000
STOCK 

12,000

(WIFE OF SACHIN) 


SUNDRY DEBTORS 
40,000

LOAN FROM VINOD 

30,000
LESS : PROVISION 
2,000







----------
38,000

RESERVE FUND 

10,000
FURNITURE 

8,000

CAPITAL : 


PLANT 

56,000

SACHIN 

20,000

INVESTMENTS 

20,000

VINOD 

16,000




-------------
36,000
PROFIT & LOSS ACCOUNT 

15,000




------------


------------




1,72,000


1,72,000




=======


=======

THE FIRM WAS DISSOLVED ON 31 – 12 – 95 AND FOLLOWING WAS THE RESULT : 

1) SACHIN TOOK OVER INVESTMENT AT AN AGREED VALUE OF Rs.16,000 AND AGREED TO PAY OFF THE LOAN FROM ANJALI(WIFE OF SACHIN). 

2) THE ASSETS REALISED AS UNDER : 

a) STOCK – Rs.10,000;

b) DEBTORS – Rs.37,000; 

c) FURNITURE – Rs.9,000; 

d) PLANT – Rs.50,000

3) THE EXPENSES WERE Rs.2,200

4) THE SUNDRY CREDITORS WERE PAID OFF LESS 21/2% DISCOUNT. SACHIN AND VINOD SHARED PROFITS AND LOSSES AS 3 : 2. 

SHOW THE REALIZATION ACCOUNT, BANK ACCOUNT AND PARTNERS CAPITAL ACCOUNTS. 

#27. X, Y AND Z SHARING PROFITS & LOSSES IN THE RATIO OF 2 : 2 : 1 AGREED UPON DISSOLUTION OF THEIR PARTNERSHIP ON 31st DECEMBER, 1993 ON WHICH DATE THEIR BALANCE SHEET WAS AS UNDER : 


LIABILITIES 

Rs.
ASSETS 

Rs.

CAPITALS : 


FIXED ASSETS 

50,000

X 


40,000
JOINT LIFE POLICY





(AT SURRENDER VALUE)

10,000

Y


30,000
DEBTORS 
10,000

RESERVE FUND 

10,000
LESS : PROVISION 
500
9,500






-----------


JOINT LIFE POLICY FUND 

10,000
STOCK AT 





INVOICE PRICE 
10,000  

CREDITORS 
19,000

LESS : PRICE LOADING 
2,000
8,000







----------


LESS : Pro. FOR DISCOUNT 
500
18,500
INVESTMENTS 
8,000



----------

SALARY OUTSTANDING 

2,000
LESS : FLUCTUATION FUND 
500
7,500






----------





CURRENT ACCOUNT – Z 

2,000





BANK 

23,500




-------------


--------------




1,10,500


1,10,500




========


========

INVESTMENTS WERE TAKEN OVER BY X AT Rs.6,000, CREDITORS OF Rs.10,000 WERE TAKEN OVER BY Y WHO HAS AGREED TO SETTLE ACCOUNT WITH THEM AT Rs.9,900. REMAINING CREDITORS WERE PAID Rs.7,500. JOINT LIFE POLICY WAS SURRENDERED AND FIXED ASSETS REALIZED Rs.70,000,STOCK AND DEBTORS REALIZED Rs.7,000 AND Rs.9,000 RESPECTIVELY. ONE CUSTOMER, WHOSE ACCOUNT WAS WRITTEN OFF AS BAD, NOW PAID Rs.800 WHICH IS NOT INCLUDED IN Rs.9,000 MENTIONED ABOVE. THERE WAS AN UNRECORDED ASSET ESTIMATED AT Rs.3,000, HALF OF WHICH WAS HANDED OVER TO AN UNRECORDED LIABILITY OF Rs.5,000 IN SETTLEMENT OF CLAIM OF Rs.2,500 AND THE REMAINING HALF WAS SOLD IN THE MARKET WHICH REALIZED Rs.1,300. 


Y TOOK OVER THE RESPONSIBILITY OF COMPLETING THE DISSOLUTION AND HE IS GRANTED A SALARY OF Rs.400 PER MONTH. ACTUAL EXPENSES AMOUNTED TO Rs.1,100. DISSOLUTION WAS COMPLETED AND FINAL PAYMENTS WERE MADE ON 30th APRIL, 1994. 


YOU ARE REQUIRED TO PREPARE THE REALIZATION ACCOUNT, CAPITAL ACCOUNTS AND BANK ACCOUNT. 

#28. THE FOLLOWING WAS THE BALANCE SHEET OF M/s IDEAL WORKS IN WHICH A, B AND C WERE PARTNERS SHARING PROFITS AND LOSSES AS 6 : 3 : 5. 

BALANCE SHEET AS ON 31 – 3 – 96 


LIABILITIES 

Rs.
ASSETS 

Rs.

A’s CAPITAL  ACCOUNT 

25,000
LAND & BUILDING 

10,000

C’s CAPITAL  ACCOUNT 

15,000
FURNITURE 

5,000

A’s CURRENT ACCOUNT 

1,000
STOCK IN TRADE 

23,100

C’s CURRENT ACCOUNT 

500
SUNDRY DEBTORS 

30,000

GENERAL RESERVE 

1,400
CASH AT BANK 

2,500

SUNDRY CREDITORS 

28,600
B’s CURRENT ACCOUNT 

4,900

LOAN ON MORTAGE OF 

LAND & BUILDING 

4,000




-------------


------------




75,500


75,500




=======


=======

IT WAS DECIDED TO DISSOLVE THE PARTNERSHIP AS ON THE DATE OF THE BALANCE SHEET. THE ASSETS OF THE FIRM REALISED AS UNDER : 


LAND AND BUILDING Rs.6,000; FURNITURE Rs.2,000; STOCK – IN – TRADE Rs.15,000 AND SUNDRY DEBTORS Rs.20,000. THE EXPENSES OF REALIZATION AMOUNTED TO Rs.1,650. THE SUNDRY CREDITORS AGREED TO RECEIVE 75 PAISE IN THE RUPEE IN FULL SATISFACTION OF THEIR CLAIMS. LOAN ON MORTGAGE WAS PAID. IT WAS ASCERTAINED THAT B HAD BECOME INSOLVENT. B’s ESTATE HAD CONTRIBUTED ONLY 50 PAISE IN THE RUPEE. 


WRITE UP THE REALIZATION ACCOUNT, BANK ACCOUNT, CAPITAL ACCOUNT AND CURRENT ACCOUNT OF THE PARTNERS FOLLOWING THE RULE GIVEN IN GARNER Vs. MURRAY. 

#29. AJAY, VIJAY, RANAND 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
3,00,000






------------

AJAY 

7,00,000

CASH IN HAND 

1,40,000

SHYAM 

3,00,000
10,00,000
STOCKS 

2,00,000



--------------

OTHER ASSETS 

3,10,000





CAPITAL A/cs : 
2,00,000






VIJAY 
1,50,000
3,50,000






--------------




-------------


-------------




13,00,000


13,00,000




========


========

ON 31st MARCH, 1996, THE FIRM IS DISSOLVED AND THE FOLLOWING POINTS ARE AGREED UPON : 

AJAY IS TO TAKE OVER SUNDRY DEBTORS AT 80% OF BOOK VALUE. SHYAM IS TO TAKE OVER THE STOCK 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 ESTARTE. PREPARE REALISATION ACCOUNT AND CAPITAL ACCOUNTS OF PARTNERS. SHOW ALSO THE CASH A/c. THE LOSS ARISING OUT OF CAPITAL DEFICIENCY MAY BE DISTRIBUTED FOLLOWING THE DECISION IN GARNER Vs. MURRAY. 

#30. P, Q, R & S WERE PARTNERS SHARING PROFITS AND LOSSES AS 3 : 3 : 2 : 2. THEIR BALANCE SHEET AS ON 30th JUNE, 1995 WAS AS FOLLOWS : 


LIABILITIES 

Rs.
ASSETS 

Rs.

SUNDRY CREDITORS 

15,500
CASH AT BANK 

2,000

P’s LOAN 

10,000
SUNDRY DEBTORS 
16,000

PARTNERS CAPITALS : 


LESS : PROVISION 
500
15,500






----------

P

20,000

STOCK 

10,000

Q

15,000
35,000
FURNITURE 

4,000



-------------





TRADE MARKS 

7,000





DRAWINGS ACCOUNTS : 





R
16,000





S
6,000
22,000






-----------




-------------


------------




60,500


60,500




========


=======

ON THAT DATE THE FIRM WAS DISSOLVED. Q BEING APPOINTED TO REALIZE THE ASSETS AND PAY OFF THE LIABILITIES. HE WAS ENTITLED TO RECEIVE 5% AS REMUNERATION OF THE AMOUNTS FINALLY PAID TO OTHER PARTNERS TOWARDS THEIR CAPITAL. THE EXPENSES OF DISSOLUTION WERE TO BE DISCHARGED BY HIM. THE ASSETS REALISED AS FOLLOWS : 


SUNDRY DEBTORS Rs.11,000, STOCK Rs.8,000, FURNITURE Rs.1,000 AND TRADE MARKS Rs.4,000. 

SUNDRY CREDITORS WERE PAID OFF IN FULL INCLUDING A CONTINGENT LIABILITY AMOUNTING TO Rs.2,500 IN RESPECT OF BILLS DISCOUNTED MATERIALIZED. EXPENSES OF REALIZATION AMOUNTING TO Rs.500 WERE PAID BY THE FIRM. AS R WAS INSOLVENT, ONLY Rs.3,700 COULD BE RECOVERED FROM HIS PRIVATE ESTATE. 


CLOSE THE BOOKS OF THE FIRM APPLYING THE RULE IN THE LEADING CASE GARNER Vs. MURRAY. 

#31. ANAND PRAKASH, SATYA PRAKASH, SHIV PRAKASH AND GYAN PRAKASH WERE PARTNERS IN A FIRM SHARING PROFITS AND LOSSES IN THE RATIO OF 4 : 3 : 2 : 1. THEIR BALANCE SHEET AS ON 31st MARCH, 1997 STOOD AS FOLLOWS : 


LIABILITIES 

Rs.
ASSETS 

Rs.

ACCOUNTS PAYABLE 

10,000
MACHINERY 

40,000

CAPITAL ACCOUNTS : 


GOODWILL 

10,000

ANAND PRAKASH 
30,000

BOOK DEBTS 

8,000

SATYA PRAKASH 
20,000

STOCK 

4,000

SHIV PRAKASH 
3,000
53,000
CAPITAL ACCOUNTS : GYAN PRAKASH 
1,000



------------




-------------


------------




63,000


63,000




=======


=======

GYAN PRAKASH DID NOT HAVE ANY PRIVATE ASSETS OR LIABILITIES. THE FIRM WAS DISSOLVED BY THE PARTNERS. PREPARE LEDGER ACCOUNTS TO CLOSE THE BOOKS OF THE FIRM UNDER EACH OF THE FOLLOWING TWO CIRCUMSTANCES : 

a) THE PARTNERS AGREE TO SELL THE FIXED ASSETS TO SHARDA Ltd. WHICH ALLOTED 2,125 FULLY PAID EQUITY SHARES OF Rs.10 EACH (AT THE MARKET VALUE OF Rs.13 EACH) AND PAID CASH Rs.10,000. STOCK AND BOOK DEBTS WERE REALIZED AT BOOK VALUE AND THE COST OF REALIZATION AMOUNTED TO Rs.450. SHIV PRAKASH HAD SUFFICIENT PRIVATE ASSETS. 

b) THE PARTNERS DISPOSED OF THE ASSETS THROUGH AN AUCTIONEER. THE MACHINERY REALIZED Rs.30,000 AND THE STOCK AND BOOK DEBTS Rs.10,000. THE COSTS OF REALIZATION AMOUNTED TO Rs.3,000. SHIV PRAKASH COULD CONTRIBUTE ONLY Rs.500 FROM HIS PERSONAL RESOURCES. 

#32. A,B, C AND D WERE PARTNERS SHARING PROFITS IN THE RATIO OF 3 : 3 : 2 : 2. THE FOLLOWING IS THEIR BALANCE SHEET AS AT 30th JUNE, 1993 : 

Dr.

LIABILITIES 
Rs.

ASSETS 

Rs.
Cr.

SUNDRY CREDITORS 

15,500
CASH AT BANK 

2,000

 A’s LOAN 

10,000
SUNDRY DEBTORS 
16,000

PARTNERS CAPITALS : 


LESS : PROVISION 
500






----------

A 

20,000



15,500

B

15,000

STOCK – IN – TRADE 

10,000

C

-----------




35,000
FURNITURE AND FITTINGS 

4,000





TRADE MARKS 

7,000





DRAWINGS ACCOUNTS : 





C
16,000





D
6,000






-----------
22,000




------------


------------




60,500


60,500




=======


=======

THE FIRM WAS DISSOLVED AS ON THE ABOVE DATE, B BEING APPOINTED TO REALIZE THE ASSETS AND PAY OFF THE LIABILITIES. HE WAS ENTITLED TO RECEIVE 5% AS HIS REMUNERATION ON THE AMOUNTS FINALLY PAID TO THE OTHER PARTNER TOWARDS THEIR CAPITAL. THE EXPENSES OF REALISATION WERE TO BE DEFRAYED BY HIM. THE ASSETS REALIZED AS FOLLOWS : 


SUNDRY DEBTORS Rs.11,000, STOCK Rs.8,000, FURNITURE etc. Rs.1,000 AND TRADE MARKS Rs.4,000

SUNDRY CREDITORS WERE PAID OFF IN FULL INCLUDING A CONTINGENT LIABILITY AMOUNTING TO Rs.2,500 IN RESPECT OF BILLS DISCOUNTED MATERIALISED. EXPENSES OF REALIZATION AMOUNTING TO Rs.500 WERE PAID BY B. AS C WAS INSOLVENT, ONLY Rs.3,700 COULD BE RECOVERED FROM HIS PRIVATE ESTATE. 


CLOSE THE BOOKS OF THE FIRM APPLYING THE RULE IN THE LEADING CASE OF GARNER Vs. MURRAY 

#33. P, Q, R AND S CARRYING ON BUSINESS AS PARTNERS AND SHARING PROFITS AND LOSSES IN THE RATIO OF

 2 : 3 : 3 : 2 DECIDED TO DISCOUNTINUE THEIR BUSINESS FROM 1 – 1 – 1996. ON 31 – 12 – 1995, THEIR BALANCE SHEET WAS AS FOLLOWS : 




Rs.


Rs.

CREDITORS 

20,000
PLANT AND MACHINERY 

30,000

BILLS PAYABLE 

10,000
FURNITURE 

10,000

Q – LOAN A/c 

5,000
CASH AT BANK 

1,000

CAPITAL : 


LOSS 

15,000


P
10,000


Q
4,000


R
4,000


S
3,000




------------
21,000




-------------


------------




56,000


56,000




=======


======

FURTHER INFORMATION REGARDING PARTNERS ARE STATED BELOW : 



PRIVATE ESTATE 
PRIVATE LIABILITY 



Rs.
Rs.


P
12,000
17,000


Q
22,000
8,000


R
6,000
5,000


S
10,000
11,000

THE ASSETS REALISED Rs.26,000. THE EXPENSES OF DISSOLUTION AMOUNTED Rs.1,000. WRITE UP NECESSARY LEDGES ACCOUNTS GIVING EFFECT TO THE DISSOLUTION. 

#34. A, B AND C ARE EQUAL PARTNERS WHOSE BALANCE SHEET AS ON DECEMBER, 31, 1995 IS AS FOLLOWS : 

Dr.

LIABILITIES 
Rs.

ASSETS 

Rs.
Cr.

SUNDRY CREDITORS 

5,000
BANK 

50

A’s LOAN 

1,000
STOCK 

800

CAPITAL A/cs : 


DEBTORS 

1,000


A
800

MACHINERY 

2,000


B
500

FURNITURE 

800



--------
1,300
LAND & BUILDING 

2,000





B’s CAPITAL 

650 




------------


------------




7,300


7,300




=======


======

DUE TO LACK OF LIQUIDIFY AND WEAK FINANCIAL POSITION OF THE PARTNERS THE FIRM IS DISSOLVED. A AND C ARE NOT ABLE TO CONTRIBUTE ANYTHING AND A SUM OF Rs.200 IS RECEIVED FROM B. ALL OF THEM ARE DECLARED INSOLVENT. THE ASSETS REALIZED : STOCK Rs.500; MACHINERY Rs.1,000; FURNITURE Rs.200; LAND & BUILDINGRs.800 AND DEBTORS Rs.550 ONLY. REALIZATION EXPENSES AMOUNTED TO Rs.50 


YOU ARE REQUIRED TO CLOSE THE FIRMS BOOKS. 

(I) – PIECEMEAL DISTRIBUTION :-


(A) – SURPLUS CAPITAL METHOD :-
#35. X, Y & Z WERE PARTNERS SHARING PROFITS & LOSSES AS 3 : 2 : 1. THE FIRM WAS DISSOLVED ON 31 – 12 – 95 WHEN ITS BALANCE SHEET SHOWED THE FOLLOWING POSITION : 


LIABILITIES 

Rs.
ASSETS 

Rs.

CAPITALS : 


BUILDING 

2,00,000 


X
2,40,000

MACHINERY 

65,000


Y
2,60,000

FURNITURE 

1,24,000


Z
1,80,000
6,80,000
STOCK 

2,00,000



--------------

CREDITORS 

64,000
OUTSTANDING & RECEIVABLES 

2,71,000

OTHER PAYABLES 

16,000
CASH 

20,000

RESERVES 

1,20,000





---------------


--------------




8,80,000


8,80,000




=========


========

IT WAS DECIDED THAT : 

a) CASH WOULD BE DISTRIBUTED AS AND WHEN REALIZED.

b) X WOULD WORK AS THE LIQUIDATOR AT A CONSOLIDATED REMUNERATION OF Rs.10,000 BUT HE WOULD HAVE TO BEAR ALL EXPENSES OF REALIZATION. 

THE REALIZATIONS WERE MADE ON DIFFERENT DATES AS FOLLOWS : 31st JANUARY, ‘96 Rs.90,000; 29th FEBRUARY, ’96 Rs.1,42,500 AND 31st MARCH, ’96 Rs.3,27,500. 


ON COMPLETING THE REALIZATION X ASCERTAINED THAT HIS TOTAL THAT HIS TOTAL EXPENSES ON THAT ACCOUNT HAD BEEN Rs.2,100. 


SHOW THE DISTRIBUTION OF CASH APPLYING THE SURPLUS CAPITAL METHOD. 

#36. LUCK, DUCK AND PLUCK WERE PARTNERS SHARING PROFITS AND LOSSES AS 2 : 1 : 1. THEIR BALANCE SHEET AS ON 31 – 12 – 1995 IS GIVEN BELOW AND THEY DISSOLVED THEIR PARTNERSHIP ON THAT DATE : 


LIABILITIES 

Rs.
ASSETS 

Rs.

OUTSTANDING INCOME TAX 

4,000
SUNDRY ASSETS 

1,61,000

CREDITORS 

15,000
CASH 

9,000

BANK LOAN (SECURED

 BY A FIXED ASSET)

30,000

DUCK’s LOAN 

11,000

CAPITALS : 


LUCK 
40,000


DUCK 
40,000


PLUCK 
30,000
1,10,000



------------




--------------


-------------




1,70,000


1,70,000




========


=======

THE BANK COULD COLLECT Rs.25,000 OUT OF SALE OF THE FIXED ASSET THAT WAS PLEDGED Rs.3,000WASSPENT FOR PACKAGING STOCK OF MATERIALS BEFORE SALE. OTHER ASSETS WERE SOLD ON 1st OF EACH MONTH AS FOLLOWS : 

JANUARY, ’96 – Rs.12,000; FEBRUARY, ’96 – Rs.15,000; MARCH, ’96 – Rs.10,000; APRIL, ’96 – Rs.30,000; 

MAY, ’96 – Rs.36,000


THE COLLECTIONS WERE DISTRIBUTED AS AND WHEN REALIZED. SHOW THE DISTRIBUTION. 


(B) – MAXIMUM LOSS METHOD :-
#37. BAD, GOOD & SUPERB WERE PARTNERS SHARING PROFITS AND LOSSES AS 4 : 3 : 3. THE FIRM WAS DISSOLVED ON 31 – 03 – 95. THE BALANCE SHEET OF THE FIRM ON THAT DATE IS GIVEN HERE UNDER. AS THE PROCESS OF REALIZATION SEEMED DILATORY, IT WAS DECIDED TO DISTRIBUTE CASH AS AND WHEN REALIZED AND TO APPOINT SUPERB TO LOOK AFTER THE DISTRIBUTION AT A REMUNERATION OF 1% OF THE VALUE OF ASSETS REALIZED (OTHER THAN CASH AT BANK) AND 10% OF THE AMOUNT DISTRIBUTED TO THE PARTNERS.

BALANCE SHEET AS AT 31 – 3 – 1995 


LIABILITIES 

Rs.
ASSETS 

Rs.

CAPITALS : 


CASH AT BANK 

275 

BAD 

15,000

SUNDRY ASSETS 

53,725 

GOOD 

7,500

SUPERB 
15,000
37,500



------------




-------------


-------------




54,000


54,000




========


=======

THE REALIZATION WERE : FIRST REALIZATION Rs.16,250; SECOND REALIZATION Rs.12,750; 3rd REALIZATION Rs.10,000; 4th REALIZATION (FINAL) Rs.7,500.


PREPARE A STATEMENT SHOWING DISTRIBUTION OF CASH 

#38. X, Y AND Z WERE IN PARTNERSHIP SHARING PROFITS AND LOSSES IN THE RATIO OF 2 : 2 : 1. THEIR BALANCE SHEET AS ON 31st Dec. 1998 WAS AS UNDER : 

BALANCE SHEET 

FOR THE YEAR 31st DECEMBER, 1998 


LIABILITIES 

Rs.
ASSETS 

Rs.

CAPITALS : 


SUNDRY ASSETS 

14,500


X
5,000


Y
2,500


Z
4,000



-----------
11,500

RESERVE 

1,000

CREDITORS 

2,000




-------------


-------------




14,500


14,500




========


========

CREDITORS WERE TAKEN BY A AT 10% DISCOUNT. AFTER MEETING EXPENSES THE ASSETS REALISED WERE A FOLLOWS : 


1st REALISATION 
Rs.4,000


2nd REALISATION 
Rs.1,500

YOU ARE REQUIRED TO PREPARE A STATEMENT SHOWING DISTRIBUTION OF CASH AS AND WHEN REALISED. Y IS INSOLVEMENT AND IS LIABLE TO BEING Rs.20 ONLY. 

MISC:-
#39.  THE BALANCE SHEET OF A & B A PARTNERSHIP FIRM AS AT 31ST MARCH 2001 IS AS FOLLOWS:

LIABILITIES
Rs.
ASSETS
Rs.

CAPITAL

GOODWILL
14000

     A
26400

LAND & BUILDING
14400

     B
33600
60000
FURNITURE
2200

CONTINGENCY RESERVE

6000
STOCK
26000

SUNDRY CREDITORS

9000
SUNDRY DEBTORS
6400




CASH AT BANK
12000



-------------

-------------



75000

75000



========

========

A & B SAHRE PROFIT IN THE RATIO 1 : 2. THEY AGREE TO ADMIT C (WHO IS ALSO IN A BUSINESS ON HIS OWN) AS A THIRD PARTNER FROM 1.4.2001.

THE ASSETS ARE REVALUED AS UNDER:

GOODWILL – Rs.18000, LAND & BUILDING RS.30000, FURNITURE Rs.6000. C BRINGS THE FOLLOWING ASSETS INTO THE PARTNERSHIP – GOODWILL Rs.6000, FURNITURE Rs.2800 STOCK Rs.13600.

PROFIT IN THE NEW FIRM IS TO BE SHARED EQUALLY BY THE THREE PARTNERS AND THE CAPITAL ACCOUNTS ARE TO BE SO ADJUSTED AS TO BE EQUAL. FOR THIS ADDITIONAL CASH IS TO BE BROUGHT IN BY THE PARTNER OR THE PARTNERS CONCERNED.

PREPARE THE NECESSARY ACCOUNTS AND THE OPENING BALANCE SHEET OF NEW FIRM, SHOWING THE AMOUNTS OF CASH IF ANY, WHICH EACH PARTNER MAY HAVE TO PROVIDE.
#40.  THE FOLLOWING WAS THE BALANCE SHEET OF OM & CO. IN WHICH X, Y, & Z WERE PARTNERS SHARING PROFIT AND LOSSESS IN THE RATIO OF 1 : 2 : 2 AS ON 31.3.1999. MR. Z DIED ON 31ST DEC 1999. HIS ACCOUNT HAS TO BE SETTLED UNDER THE FOLLOWING TERMS:

BALANCE SHEET OF OM & CO. AS ON 31.3.1999

LIABILITIES

Rs.
ASSETS
Rs.

SUNDRY CREDITORS

20000
GOODWILL
30000

BANK LOAN

50000
BUILDING
120000

GENERAL RESERVE

30000
COMPUTERS
80000

CAPITAL ACCOUNTS:


STOCK
20000

     X
40000

SUNDRY DEBTORS
20000

     Y
80000

CASH AT BANK
20000

     Z
80000
200000
INVESTMENT
10000



--------------

--------------



300000

300000



========

========

GOODWILL IS TO BE CALCULATED AT THE RATE OF TWO YEARS PURCHASE ON THE BASIS OF THE AVERAGE OF LAST THREE YEAR’S  PROFIT & LOSSESS. THE PROFIT & LOSSESS FOR THE THREE YEARS WERE AS DETAILED BELOW:

YEAR ENDING ON:

PROFIT/ LOSS



Rs.
31.3.1999

30000

31.3.1998

20000

31.3.1997

(10000) 
LOSS

PROFIT FOR THE PERIOD FROM 1.4.1999 TO 31.12.1999 SHALL BE ASCERTAINED PROPORTIONATLY ON THE BASIS OF AVERAGE PROFIT AND LOSSESS OF THE PRECEEDING THREE YEARS.

DURING THE YEAR ENDING ON 31.3.1999 A CAR COSTING Rs.40000 WAS PURCHASED ON 1.4.1998 AND DEBITED TO TRAVELLING EXPENSES ACCOUNT ON WHICH DEPRECIATION IS TO BE CALCULATED AT 20% P.A. THIS ASSETS IS TO BE BROUGHT INTO ACCOUNT AT THE DEPRECIATED VALUE.

OTHER VALUES OF ASSETS WERE AGREED AS FOLLOWS:

STOCK AT Rs.16000; BUILDING AT Rs.140000; COMPUTERS AT Rs.50000; INVESTMENT AT Rs.6000. SUNDRY DEBTORS WERE CONSIDERED GOOD. YOU ARE ASKED TO PREPARE PARTNERS CAPITAL ACCOUNTS AND BALANCE SHEET OF THE FIRM OM & CO. AS ON 31.12.1999 ASSUMING THAT OTHER ITEMS OF ASSETS AND LIABILITIES REMAIN THE SAME.

#41.  K, L, & M ARE PARTNERS SHARING PROFIT & LOSSESS IN THE RATIO 5 : 3 : 2. DUE TO ILLNESS WANTED TO RETIRE FROM THE FIRM ON 31.3.1999 AND ADMIT HIS SON N IN HIS PLACE.

BALANCE SHEET OF K,L & M AS ON 31.3.1999

LIABILITIES

Rs.
ASSETS
Rs.

CAPITAL


GOODWILL
30000

     K
40000

FURNITURE
20000

     L
60000

SUNDRY DEBTORS
50000

     M
30000
130000
STOCK IN TRADE 
50000

RESERVE

50000
CASH & BANK BALANCES
50000

SUNDRY CREDITORS

20000






------------

-----------



200000

200000



=======

======

ON RETIREMENT OF L ASSETS WERE REVALUED:

GOODWILL Rs.50000, FURNITURE Rs.10000, STOCK IN TRADE Rs.30000.

50% OF THE AMOUNT DUE TO L WAS PAID OFF IN CASH AND THE BALANCE WAS RETAINED IN THE FIRM AS CAPITAL OF N.

ON ADMISSION OF THE NEW PARTNER, GOODWILL HAS BEEN WRITTEN OFF.

M IS PAID OFF HIS EXTRA BALANCE TO MAKE CAPITAL PROPORTIONATE.

PASS NECESSARY JOURNAL ENTRIES AND PREPARE BALANCE SHEET OF M/S K,M,N AS ON 1.4.1999. SHOW NECESSARY WORKINGS.
#42.  RAM AND HANUMAN ARE PARTNERS IN A FIRM. THEY SHARE PROFIT & LOSSESS IN THE RATIO OF 1 : 2. ON 1ST APRIL 1999 THEY DECIDED TO DISSOLVE THE PARTNERSHIP AND ON THAT DATE THE BALANCE SHEET OF THE FIRM WAS AS UNDER:

BALANCE SHEET OF RAM & HANUMAN AS ON 1ST APRIL 1999

LIABILITIES

Rs.
ASSETS
Rs.

SUNDRY CREDITORS

50000
CASH AT BANK
10000

GENERAL RESERVE

60000
SUNDRY DEBTORS
Rs.50000


HANUMAN’S LOAN

30000
LESS: PROV. D. DEBTS        Rs.2000

48000

CAPITAL ACCOUNTS:


STOCK

102000

     RAM

150000
FURNITURE

30000

     HANUMAN

100000
MACHINERY & PLANT

80000




LAND & BUILDING

120000



-------------


-------------



390000


390000



========


========

THE SALES OF FIRMS PROPERTIES REALISED Rs.100000 FROM STOCK, Rs.34000 FROM FURNITURE AND Rs.100000 FROM LAND & BUILDING. Rs.45000 WERE COLLECTED FROM DEBTORS & CREDITORS WERE PAID OFF AT A DISCOUNT OF Rs.1000.

MACHINERY & PLANT ARE TAKEN OVER BY RAM AT THEIR BOOK VALUE. THE EXPENSES OF REALISATION AMOUNTED TO Rs.4000.

PASS JOURNAL ENTRIES TO CLOSE THE BOOKS OF THE FIRM AND PREPARE NECESSARY LEDGER ACCOUNTS.
#43.  A & B ARE PARTNERS OF X & CO. SHARING PROFIT & LOSSESS IN THE RATIO 3 : 2 BETWEEN THEMSELVES. ON 31ST MARCH 1998 THE BALANCE SHEET OF THE FIRM WAS AS FOLLOWS:

BALANCE SHEET OF X & CO. AS AT 31.3.1998

LIABILITIES

RS.
ASSETS

Rs.

CAPITAL ACCOUNTS


PLANT & MACHINERY

20000

     A
37000

FURNITURE & FITTINGS

5000

     B
28000
65000
STOCK

15000

SUNDRY CREDITORS

5000
SUNDRY DEBTORS

20000




CASH IN HAND

10000



-----------


-----------



70000


70000



=======


======

X AGREES TO JOIN THE BUSINESS ON THE FOLLOWING CONDITION AS AND FROM 1.4.1998:

(a) HE WILL INTRODUCE Rs.25000 AS HIS CAPITAL AND PAY Rs.15000 TO THE PARTNERS AS PREMIUM FOR GOODWILL FOR 1/ 3RD SHARE OF THE FUTURE PROFIT OF THE FIRM.

(b) A REVALUATION OF ASSET OF THE FIRM WILL BE MADE BY REDUCING THE VALUE OF PLANT & MACHINERY TO Rs.15000, STOCK BY 10% , FURNITURE & FITTINGS BY Rs.1000 AND BY MAKING A PROVISION OF BAD & DOUBTFUL DEBTSAT Rs.750 ON SUNDRY DEBTORS.

YOU ARE ASKED TO PREPARE PROFIT & LOSS ADJUSTMENT ACCOUNTS, CAPITAL ACCOUNTS OF PARTNERS INCLUDING THE INCOMING PARTNER X, BALANCE SHEET OF THE FIRM AFTER ADMISSION OF X AND ALSO FIND OUT THE NEW PROFIT SHARING RATIO ASSUMING THE RELATIVE RATIO OF THE OLD PARTNERS WILL BE IN EQUAL PROPORTION AFTER ADMISSION.
#44. A, B AND C WERE IN PARTNERSHIP SHARING PROFITS IN THE PROPORTION OF 5: 4: 3. THE BALANCE SHEET OF THE FIRM AS ON 31ST MARCH, 1998 AS UNDER:

LIABILITIES

RS.
ASSETS

RS.

CAPITALS ACCOUNTS: 


GOODWILL

40000

     A

135930
FIXTURES

8200

     B

95120
 STOCK

157300

     C

61170
SUNDRY DEBTORS

93500

SUNDRY CREDITORS

41690
CASH

34910



--------------


------------



333910


333910



========


=======

A HAD BEEN SUFFERING FROM ILL HEALTH AND GAVE NOTICE THAT HE WISHED TO RETIRE. AN AGREEMENT WAS, THEREFORE, ENTERED INTO AS ON 31ST MARCH, 1998, THE TERMS OF WHICH WERE AS FOLLOWS:

(a) THE PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31ST MARCH 1998, WHICH SHOWED A NET PROFIT OF RS.48000, WAS TO BE RE-OPENED. B WAS TO BE CREDITED WITH RS.4000 AS BONUS, IN CONSIDERATION OF THE EXTRA WORK WHICH HAD DEVELOPED UPON HIM DURING THE YEAR. THE PROFIT RATIO WAS TO BE REVISED AS FROM 1ST APRIL 1997 TO 3:4:4.

(b) GOODWILL WAS TO BE VALUED AT TWO YEARS’ PURCHASE OF THE AVERAGE PROFITS OF THE PRECEDING FIVE YEARS. THE FIXTURES WERE TO BE VALUED BY AN INDIPENDENT VALUER. A PROVISION OF 2% WAS TO BE MADE FOR DOUBTFUL DEBTS AND THE REMAINING ASSETS WERE TO BE TAKEN AT THEIR BOOK VALUES.


THE VALUATION ARISING OUT OF THE ABOVE AGREEMENT WERE GOODWILL RS.56800 AND FIXTURES RS.10980.

B AND C AGREED, AS BETWEEN THEMSELVES, TO CONTINUE THE BUSINESS, SHARING PROFITS IN THE RATIO 3:2 AND DECIDED TO ELEMINATE GOODWILL FROM THE BALANCE SHEET TO RETAIN THE FIXTURES ON THE BOOKS AT THE REVISED VALUE, AND TO INCREASE THE PROVISION FOR DOUBTFUL DEBTS TO 6%.


YOU ARE REQUIRED TO SUBMIT THE JOURNAL ENTRIES NECESSARIES TO GIVE EFFECT TO THE ABOVE ARRANGEMENTS AND TO DRAW UP THE CAPITAL ACCOUNT OF THE PARTNERS AFTER CARRYING OUT ALL ADJUSTING ENTRIES AS STATED ABOVE.


#45.          A, B, AND C WRE IN PARTNERSHIP, SHARING PROFIT AND LOSSES AS TO A ONE –HALF, B ONE-THIRD AND C ONE-SIXTH. AS FROM 1ST JANUARY, 1996 THEY ADMITTED D INTO PARNERSHIP ON THE FOLLOWING TERMS:


D TO HAVE ONE-SIXTH SHARE, WHICH HE PURCHASED ENTIRELY FROM A PAYING A RS.8000 FOR THAT SHARE OF GOODWILL. OF THIS AMOUNT, A HAD WITHDRAWN RS.6000 AND PUT THE BALANCE IN THE FIRM AS ADDITIONAL CAPITAL. AS A CONDITION TO ADMISSION OF D AS A PARTNER D ALSO BROUGHT RS.5000 CAPITAL INTO THE FIRM. IT WAS FURTHER AGREED THAT THE INVESTMENT SHOULD BE VALUED AT ITS MARKET VALUE OF RS.3600 AND PLANT TO BE VALUED AT RS.5800.


THE BALANCE SHEET OF THE OLD FIRM ON 31-12-1995 WAS AS FOLLOWS:


CASH AT BANK RS.8000; DEBTORS RS.12000; STOCK RS.10000; INBVESTMENTS AT COST RS.6000; FURNITURE RS.2000; PLANT RS.7000; CREDITORS RS.21000; CAPITAL: A RS.12000; B RS.8000; AND C RS.4000.


THE PROFITS FOR THE YEAR 1996 WERE RS.12000 AND THE DRAWINGS WERE: A RS.6000, B RS.6000,C RS.3000 AND D RS.3000.


YOU ARE REQUIRED TO JURNALISE THE OPENING ADJUSTMENTS, PREPARE THE OPENING BALANCE SHEET OF THE NEW FIRM AS ON 1ST JANUARY, 1996 AND GIVE THE CAPITAL ACCOUNT OF EACH PARTNER AS ON 31ST DECEMBER, 1996.





#46. ON 31ST MARCH, 1997 THE BALANCE SHEET OF M/S RAM, HARI & MOHAN SHARING PROFITS AND LOSSES IN THE RATIO OF 2 :3:2, STOOD AS FOLLOWS :

LIABILITIES
RS.
RS.
ASSETS

RS.

CAPITAL ACCOUNTS:


LAND AND BUILDINGS

1000000


RAM
1000000

MACHINERY

1700000


HARI
1500000

CLOSING STOCK

500000


MOHAN
1000000
3500000
SUNDRY DEBTORS

600000

SUNDRY CREDITORS

500000
CASH AND BANK BALANCES

200000




-----------


------------




4000000


4000000




=======


=======


ON 31ST MARCH 1997 HARI DESIRED TO RETIRE FROM THE FIRM AND REMAINING PARTNERS DECIDED TO CARRY ON. IT WAS AGREED TO REVALUE THE ASSETS AND LIABILITIES ON THAT DATE ON THE FOLLOWING BASIS:

1. LAND & BUILDINGS IS APPRICIATED BY 30%.

2. MACHINERY BE DEPRICIATED BY 20%.

3. CLOSING STOCK TO BE VALUED AT RS.450000

4. PROVISION FOR BAD DEBTS TO BE MADE AT 5%.

5. OLD CREDIT BALANCES OF SUNDRY CREDITORS RS.50000 BE WRITTEN BACK.

6. JOINT LIFE POLICY OF THE PARTNERS SURRENDERED AND CASH OBTAINED RS.350000.

7. GOODWILL OF THE ENTIRE FIRM BE VALUED AT RS. 630000 AND HARI’S SHARE OF THE GOODWILL BE ADJUSTED IN THE ACCOUNTS OF RAM AND MOHAN WHO SHARE THE FUTURE PROFITS & LOSSES AND IN THE RATIO OF 3:2 NO GOODWILL ACCOUNT BE RAISED.

8. THE TOTAL CAPITAL OF THE FIRM IS TO BE THE SAME AS BEFORE RETIREMENT. INDIVIDUAL CAPITAL BE THEIR PROFIT SHARING RATIO.

9. AMOUNT DUE TO HARI IS TO BE SETTLED ON THE FOLLOWING BASIS:

50% ON RETIREMENT AND THE BALANCE 50% WITHIN ONE YEAR.

PREPARE REVALUATION ACCOUNT, CAPITAL ACCOUNTS OF PARTNERS, CASH ACCOUNTS, AND BALANCE SHEET AS ON 1.4.1997 OF M/S RAM & MOHAN.
#47. DOWELL & CO. IS A PARTNERSHIP FIRM WITH PARTNERS MR. A, MR.B AND MR.C, SHARING PROFITS AND LOSSES IN THE RATIO OF 10:6:4. THE BALANCE SHEET OF THE FIRM AS AT 31ST MARCH, 1996 AS UNDER.

LIABILITIES

Rs.
ASSETS

RS.

CAPITAL:


LAND

10000

     MR.A
80000

BUILDINGS

200000

     MR.B
20000

PLANT AND MACHINERY

130000

     MR.C
30000
130000
FURNITURE

43000

RESERVES (UNAPPROPRIATED 

INVESTSMENTS

12000


PROFIT)
20000
STOCK

130000

LONG TERM DEBT

300000
DEBTORS

139000

BANK OVERDRAFT

44000


TRADE CREDITORS

170000



--------------


--------------


TOTAL
664000

TOTAL
664000



========


========


IT WAS MUTUALLY AGREED THAT MR. B WILL RETIRE FROM PARTNERSHIP AND IN HIS PLACE MR. D WILL BE ADMITTED AS A PARTNER WITH EFFECT FROM 1ST APRIL, 1996. FOR THIS PURPOSE, THE FOLLOWING ADJUSTMENTS ARE TO BE MADE:

1. GOODWILL IS TO BE VALUED AT RS.1 LAKH BUT THE SAME WILL NOT APPEAR AS AN ASSET IN THE BOOKS OF THE RECONSTITUTED FIRM.

2. BUILDINGS AND PLANT AND MACHINERY ARE TO BE DEPRICIATED BY 5% AND 20% RESPECTIVELY. INVESTMENTSARE TO BE TAKEN OVER BY THE RETIRING PARTNER AT RS.15000. PROVISION OF 20% IS TO BE MADE ON DEBTORS TO COVER DOUBTFUL DEBTS.

3. IN THE RECONSTITUTED FIRM, THE TOTAL CAPITAL WILL BE RS.200000 WHICH WILL BE CONTRIBUTED BY MR. A, MR. C, AND MR. D IN THEIR NEW PROFIT SHARING RATIO, WHICH IS 2 : 2 :1.

4. THE SURPLUS FUNDS, IF ANY, WILL BE USED FOR REPAYING THE BANK OVERDRAFT.

5. THE AMOUNT DUE TO THE RETIRING PARTNER SHALL BE TRANSFERRED TO HIS LOAN ACCOUNT.

YOU ARE TO PREPARE;

(a) REVALUATION A/C

(b) PARTNER’S CAPITAL A/C

(c) BANK ACCOUNT; AND

(d) BALANCE SHEET OF THE RECONSTITUTED FIRM AS ON 1ST APRIL 1996.
#48.  ON 31ST MARCH 1996 THE BALANCE SHEET OF M/S P, R, & S SHARING PROFIT & LOSSESS IN THE RATIO OF 6 : 5 : 3 STOOD AS FOLLOWS:




Rs.


Rs.

SUNDRY CREDITORS

37800
CASH

3780

BILLS PAYABLE

12600
SUNDRY DEBTORS

52920

GENERAL RESERVE

21000
STOCK

58800

CAPITAL ACCOUNTS:


FURNITURE

14700

     P


70800
LAND & BUILDING

90300

     R


59700
GOODWILL

10500

     S


29100







------------


-------------




231000


231000




=======


========

THEY AGREE TO ADMIT Q INTO PARTNERSHIP GIVING HIM 1/8TH  SHARE ON 1.4.1996 ON THE FOLLOWING TERMS:

(a) FURNITURE BE DEPRECIATED BY Rs.1840.

(b) STOCK SHALL BE VALUED 10% LESS THAN THE BALANCE SHEET VALUE.

(c) A PROVISION OF Rs.2640 BE MADE FOR OUTSTANDING REPAIR BILL.

(d) THE VALUE OF LAND & BUILDING HAVING APPRECIATED BE BROUGHT UPTO Rs.119700.

(e) VALUE OF GOODWILL BE BROUGHT UPTO Rs.28140.

(f) Q SHOULD BRING IN CASH Rs.29400 AS HIS CAPITAL.

AFTER MAKING THE ABOVE ADJUSTMENT THE CAPITAL ACCOUNTS OF THE OLD PARTNERS BE ADJUSTED ON THE BASIS OF PROPORTION OF Q’S CAPITAL TO HIS SHARE IN THE BUSINESS BY BRINGING IN OR TAKING OUT CASH.

YOU ARE REQUIRED TO PREPARE REVALUATION ACCOUNT, CAPITAL ACCOUNTS OF PARTNERS, CASH ACCOUNT & BALANCE SHEET AS ON 1.4.1996 AFTER Q’S ADMISSION.
#49.  A & B ARE PARTNERSHIP SHARING PROFIT & LOSSESS IN THE PROPORTION OF 3/4TH AND 1/4TH  RESPECTIVELY. THEIR BALANCE SHEET ON 31ST MARCH 1995 WAS AS FOLLOWS:

CASH Rs.1000,  SUNDRY DEBTORS Rs.25000,  STOCK Rs.22000,  PLANT & MACHINERYRS.4000,  SUNDRY CREDITORS Rs.12000, BANK O/D Rs.15000, A’S CAPITAL Rs.15000,  B’S CAPITAL Rs.10000.

ON 1ST APRIL 1995 THEY ADMITTED C INTO THE PARTNERSHIP ON THE FOLLOWING TERMS:

(a) C TO PURCHASE 1/3RD OF THE GOODWILL FOR Rs.2000 AND PROVIDE Rs.10000 AS CAPITAL. GOODWILL NOT TO APPEAR IN THE BOOKS.

(b) FUTURE PROFIT & LOSSESS ARE  TO BE SHARED BY A, B & C EQUALLY.

(c) PLANT & MACHINERY IS TO BE REDUCED BY 10% AND Rs.500 IS TO BE PROVIDED FOR ESTIMATED BAD DEBT. STOCK IS TO BE TAKEN AT THE VALUATION OF Rs.24940.

(d) BY BRINGING IN OR WITHDRAWING CASH AND CAPITAL OF A & B ARE TO BE MADE PROPORTIONATE TO THAT OF C ON THEIR PROFIT SHARING BASIS.

SET OUT ENTRIES RELATING TO THE ABOVE ARRANGEMENT IN THE FIRM’S  JOURNAL GIVE THE PARTNERS CAPITAL ACCOUNTS IN TABULAR FORM AND SUBMIT THE OPENING BALANCE SHEET OF THE NEW FIRM.



 
#50.  ON 31ST MARCH 1995 THE BALANCE SHEET OF M/S A, B & C SHARING PROFIT AND LOSSES IN PROPORTION TO THEIR CAPITAL STOOD AS FOLLOWS:




Rs.


Rs.
CAPITAL:


LAND & BUILDING 

200000

     A

Rs.200000

MACHINERY

300000

     B

Rs.300000

CLOSING STOCK

100000

     C

Rs.200000
700000
SUNDRY DEBTORS

100000

SUNDRY CREDITORS

100000
CASH & BANK BALANCES

100000




-------------


-------------




800000


800000




========


========

ON 31ST MARCH 1995 A DESIRED TO RETIRE FROM THE FIRM AND THE REMAINING PARTNERS DECIDED TO CARRY ON. IT WAS AGREED TO REVALUE THE ASSETS & LIABILITIES ON THAT DATE ON FOLLOWING BASIS:

1) LAND & BUILDING BE APPRECIATED BY 30%.

2) MACHINERY BE DEPRECIATED BY 20%.

3) CLOSING STOCK TO BE VALUED AT Rs.75000.

4) PROVISION FOR BAD DEBT BE MADE AT 5%.

5) OLD CREDIT BALANCE OF SUNDRY CREDITORS Rs.20000 BE WRITTEN BACK.

6) JOINT LIFE POLICY OF THE PARTNERS SURRENDERED AND CASH OBTAINED Rs.80000.

7) GOODWILL OF THE ENTIRE FIRM BE VALUED AT Rs. 140000 AND A’S SHARE OF GOODWILL TO ADJUSTED IN THE ACCOUNTS OF B AND C WHO SHARE THE FUTURE  PROFITS EQUALLY. NO GOODWILL ACCOUNT BEING RAISED.

8) THE TOTAL CAPITAL OF THE FIRM IS TO BE THE SAME AS BEFORE RETIREMENT. INDIVIDUAL CAPITAL TO BE IN THEIR PROFIT SHARING RATIO.

9) AMOUNT DUE TO A IS TO BE SETTLED ON THE FOLLOWING BASIS : 50% ON THE RETIREMENT AND THE BALANCE 50% WITHIN ONE YEAR.

PREPARE REVALUATION ACCOUNT, CAPITAL ACCOUNT OF THE PARTNERS, CASH ACCOUNT AND THE BALANCE SHEET AS ON 1.4.1995 OF M/S B & C .






[MAY.1995]

#51. A B C ARE PARTNERS IN A FIRM SHARING PROFITS AND LOSSES AS 8:5:3. THEIR BALANCE SHEET AS AT 31ST DECEMBER, 1993 WAS AS FOLLOWING:



Rs.

Rs.


SUNDRY CREDITORS
150000  
CASH 
40000


GENERAL RESERVE
80000
BILLS RECEIVABLE
50000


PARTNER’S LOAN ACCOUNT                          

SUNDRY DEBTORS
60000

  
A
40000
STOCK
120000


B
30000
FIXED ASSETS
280000


PARTNER’S CAPITAL ACCOUNT 



A
100000


B
80000


C
70000



----------

-----------



550000

550000



======

=======

FROM 1ST JANUARY 1994 THEY AGREED TO ALTER THEIR PROFIT SHARING RATIO AS 5:6:5. IT IS ALSO DECIDED THAT:

(a) THE FIXED ASSETS SHOULD BE VALUED AT Rs. 331000;

(b) A PROVISION OF 5% ON SUNDRY DEBTORS TO BE MADE FOR DOUBT DEBTS.

(c) THE GOODWILL OF THE FIRM AT THIS DATE BE VALUED AT THREE YEAR’S PURCHASE OF THE AVERAGE NET PROFITS OF THE LAST FIVE YEAR’S BEFORE CHARGING INSURANCE PREMIUM AND

(d) THE STOCK BE REDUCED TO Rs. 112000.

THERE IS A JOINT LIFE INSURANCE POLICY FOR Rs. 200000 FOR WHICH ANNUAL PREMIUM OF Rs. 10000 IS PAID THE PREMIUM BEING CHARGED TO P/L A/C. THE SURRENDER VALUE OF THE POLICY ON 31ST DECEMBER 1993, WAS Rs. 78000.

GOODWILL AND THE SURRENDER VALUE OF THE JOINT LIFE POLICY WAS NOT TO BE APPEAR IN THE BOOKS.

THE NET PROFIT OF THE FIRM FOR LAST FIVE YEARS WERE Rs.14000, Rs. 17000, Rs. 20000, Rs. 20000 AND Rs.27000.

DRAFT JOURNAL ENTRIES NECESSARY TO ADJUST THE CAPITAL ACCOUNTS OF THE PARTNERS AND PREPARE THE REVISED BALANCE SHEET.
# 52.  PETER, PAUL AND PRINCE WERE PARTNERS SHARING PROFIT & LOSSES IN THE RATIO 2:1:1. IT WAS PROVIDED IN THE PARTNERSHIP DEED THAT IN EVENT OF RETIREMENT / DEATH OF A PARTNER HE/ HIS LEGAL REPRESENTATIVE WOULD BE PAID:--

(1) THE BALANCE IN THE CAPITAL ACCOUNT. 

(2) HIS SHARE OF GOODWILL OF THE FIRM VALUED AT TWO YEARS PURCHASE OF NORMAL AVERAGE PROFIT (AFTER CHARGING INTEREST ON FIXED CAPITAL) FOR THE LAST THREE YEARS TO 31ST DECEMBER PRECEDING THE RETIREMENT OR DEATH.

(3) HIS SHARE OF PROFIT FROM THE BEGINNING OF THE ACCOUNTING YEAR TO THE DATE OF RETIREMENT OR DEATH, WHICH SHALL BE TAKEN ON PROPORTIONATE BASIS OF PROFIT OF THE PREVIOUS YEAR AS INCREASED BY 25%.

(4) INTEREST ON FIXED CAPITAL AT 10% P.A THOUGH PAYABLE TO PARTNERS WILL NOT BE PAYABLE IN THE YEAR OF DEATH OR RETIREMENT.

(5) ALL THE ASSETS ARE TO BE REVALUED ON THE DATE OF RETIREMENT OR DEATH AND THE PROFIT OR LOSS IS TO BE DEBITED/ CREDITED TO THE CAPITAL ACCOUNTS IN THE PROFIT SHARING RATIO.

PETER DIED ON 30TH SEP, 1993. THE BOOKS OF ACCOUNTS ARE CLOSED ON CALENDAR YEAR BASIS FROM 1ST JAN TO 31ST DEC.

THE BALANCE SHEET IN THE FIXED CAPITAL ACCOUNT AS ON 1ST JAN, 1993 WERE PETER Rs.10000, PAUL Rs.5000 AND PRINCE Rs.5000. THE BALANCE IN THE CURRENT ACCOUNT AS ON 1ST JAN, 1993 WERE PETER Rs.20000, PAUL Rs.10000 AND PRINCE Rs.7000. DRAWINGS OF PETER TILL 30TH SEP,1993 WERE Rs.10000. THE PROFIT OF THE FIRM BEFORE CHARGING INTEREST ON CAPITAL FOR THE CALENDAR YEAR 1990, 1991 AND 1992 WERE Rs.100000, Rs.120000 AND Rs.150000 RESPECTIVELY. THE PROFIT INCLUDES THE FOLLOWING ABNORMAL ITEMS OF CREDIT: --



1990
1991
1992



Rs.
Rs.
Rs.


PROFIT ON SALE OF ASSET
5000
7000
10000


INSURANCE CLAIM RECEIVED
3000
------
12000

THE FIRM HAS TAKEN OUT A JOINT LIFE POLICY FOR Rs.100000. BESIDE THE PARTNERS HAD SEVERALLY INSURED THEIR LIVES FOR Rs.50000 EACH, THE PREMIUM IN RESPECT THEREOF BEING CHARGED TO THE PROFIT & LOSS ACCOUNT. THE SURRENDER VALUE OF THE POLICIES WERE 30% OF THE FACE VALUE. ON 30TH JUNE 1993 THE FIRM RECEIVED NOTICE FROM THE INSURANCE CO. THAT THE INSURANCE PREMIUM IN RESPECT OF A FIRE POLICY HAD BEEN UNDERCHARGED TO THE EXTENT OF Rs.6000 IN THE YEAR 1992 AND THE FIRM HAS TO PAY IMMEDIATELY.

THE REVALUATION OF THE ASSET INDICATES AN UPWARD REVISION IN VALUE OF ASSET TO THE EXTENT OF Rs.20000.

PREPARE AN ACCOUNT SHOWING THE AMOUNT DUE TO PETER’S LEGAL REPRESENTATIVE AS ON 30TH SEP, 1993 ALONGWITH NECESSARY WORKINGS.
#53.  ON 31ST MARCH,1993 THE BALANCE SHEET OF M/S RAM RAHUL & ROHIT SHARING PROFIT & LOSSES IN PROPORTION TO THEIR CAPITAL STOOD AS FOLLOWS:--


Rs.
Rs.

Rs.
CAPITAL ACCOUNTS:


LAND & BUILDING
200000

     RAM
300000

MACHINERY
200000

     RAHUL
200000

CLOSING STOCK
100000

     ROHIT
100000
600000
SUNDRY DEBTORS
200000

SUNDRY CREDITORS

200000
CASH & BANK BALANCE
100000



-------------

-------------



800000

800000



========

========

ON 31ST MARCH 1993 RAM DESIRED TO RETIRE FROM THE FIRM AND THE REMAINING PARTNERS DECIDED TO CARRY ON. IT WAS AGREED TO REVALUE THE ASSETS & LIABILITIES ON THAT DATE ON FOLLOWING BASIS:

10) LAND & BUILDING BE APPRECIATED BY 30%.

11) MACHINERY BE DEPRECIATED BY 20%.

12) CLOSING STOCK TO BE VALUED AT Rs.80000.

13) PROVISION FOR BAD DEBT BE MADE AT 5%.

14) OLD CREDIT BALANCE OF SUNDRY CREDITORS Rs.10000 BE WRITTEN BACK.

15) JOINT LIFE POLICY OF THE PARTNERS SURRENDERED AND CASH OBTAINED Rs.60000.

16) GOODWILL OF THE ENTIRE FIRM BE VALUED AT Rs. 180000 AND RAM’S SHARE OF GOODWILL TO ADJUSTED IN THE ACCOUNTS OF RAHUL AND ROHIT WHO SHARE THE FUTURE PROFITS EQUALLY. NO GOODWILL ACCOUNT BEING RAISED.

17) THE TOTAL CAPITAL OF THE FIRM IS TO BE THE SAME AS BEFORE RETIREMENT. INDIVIDUAL CAPITAL TO BE IN THEIR PROFIT SHARING RATIO.

18) AMOUNT DUE TO A IS TO BE SETTLED ON THE FOLLOWING BASIS: 50% ON THE RETIREMENT AND THE BALANCE 50% WITHIN ONE YEAR.

PREPARE REVALUATION ACCOUNT, CAPITAL ACCOUNT OF THE PARTNERS RAHUL & ROHIT. LOAN ACCOUNT OF RAM CASH ACCOUNT AND THE BALANCE SHEET AS ON 1.4.1993 OF M/S RAHUL & ROHIT.





#54. GOPAL & GOVIND ARE PARTNERS SHARING PROFIT AND LOSSES IN THE RATIO 60 : 40. THE FIRMS BALANCE SHEET AS ON 31.03.92 WAS AS FOLLOWS:

 LIABILITIES

Rs.
ASSETS

Rs.

CAPITAL ACCOUNT;


FIXED ASSETS

300000

     GOPAL 

120000
INVESTMENT

50000

     GOVIND

80000
CURRENT ASSETS

200000

LONG TERM LOAN 

200000
LOAN AND ADVANCES

100000

CURRENT LIABILITIES

250000



-------------


--------------



650000


650000



========


========

DUE TO FINANCIAL DIFFICULTIES THEY HAVE DECIDED TO ADMIT GURU AS A PARTNER IN THE FIRM FROM 1.4.1992 ON THE FOLLOWING TERMS:

GURU WILL BE PAID 40% OF THE PROFIT.

GURU WILL BRING IN CASH Rs.100000 AS CAPITAL. IT IS AGREED THAT GOODWILL OF THE FIRM WILL BE VALUED AT 2 YEARS PURCHASE OF 3 YEARS NORMAL AVERAGE PROFIT OF THE FIRM AND GURU WILL BRING IN CASH HIS SHARE OF GOODWILL. IT WAS ALSO DECIDED THAT THE PARTNERS WOULD NOT WITHDRAW THEIR SHARE OF GOODWILL. IT WAS ALSO DECIDED THAT THE PARTNERS WILL NOT WITHDRAW THEIR SHARE OF GOODWILL NOR WILL THE GOODWILL APPEAR IN THE BOOKS OF ACCOUNT.

THE PROFIT OF THE PREVIOUS THREE YEARS WAS AS FOLLOWS:

FOR THE YEAR ENDED 31.3.1990 PROFIT Rs.20000 (INCLUDES INSURANCE CLAIM RECEIVED OF Rs.40000).

FOR THE YEAR ENDED 31.3.1991 LOSS Rs.80000 (INCLUDES VOLUNTARY RETIREMENT COMPENSATION PAID Rs.110000).

FOR THE YEAR ENDED 31.3.1992 PROFIT Rs.105000 (INCLUDES A PROFIT OF Rs.25000 ON THE SALE OF ASSETS).

IT WAS DECIDED TO REVALUE THE ASSETS ON 31.3.1992 AS FOLLOWS



Rs.

     FIXED ASSET (NET)

400000

     INVESTMENT

NIL

     CURRENT ASSETS

180000

     LOAN AND ADVANCES

100000

THE NEW PROFIT SHARING RATIO AFTER THE ADMISSION OF GURU WAS 35 : 25 : 40.

PASS JOURNAL ENTRIES ON ADMISSION, SHOW GOODWILL CALCULATION AND PREPARE REVALUATION ACCOUNT, PARTNERS CAPITAL ACCOUNT AND BALANCE SHEET AS ON 1.4.1992 AFTER ADMISSION OF GURU.
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