AD
MISSIon OF 4 b
3.136 ; Ry
, .+ of 5 : 3. Their balance g "
. 59. X and Y share profits 11 the. ratio O hee a "
March, 2024 was as follows: . TP —— l
: ? M L . "[ -
Liabilities {5,000 Cash at Bank S
Creditors 10.000 Sundr? Deb§0f 20,000 5'0%
Provident Fund Less: Provisio 600
Workmen’s Compensation 5 800  Stock __\- 193400
Reserve Fixed Assets ‘ 25‘000
Capitals: 20.000 | Profit & Loss A/c | 80‘%
; 31.000 A
== |
00 | ;

They admit Z into partnership on 1st April, 2024 with 1/8th share ;, Bin

Z brings ¥20,000 as his capital and ¥ 12,000 fO_r goodwill in cagp 7 fy

his share ent,irely from X. Following revaluations are also made. Uty
1. Provident fund is to be increased by ?5,990. | |

2. Debtors are all good. Therefore, no provision 1s required op debtors
3. Stock includes ¥ 3,000 for obsolete items. :

4. Creditors are to be paid ¥ 1,000 more.
5. Fixed Assets are to be revalued at Z70,000.

Prepare Journal entries, necessary .aCCO‘mtS and new balance shee; Aly
calculate the new profit sharing ratio.
[Ans. Loss on Revaluation ¥ 18,400; Capitals X ¥72,625; Y X25,375; 3200
B/S total T1,49,000. New Ratio 4 : 3 : 1] .
Hint: Workmen’s Compensation Reserve will be divided between the old partners,
Q. 60. X and Y are partners. They admit Z as a partner and new profit shariy
ratio is agreed at 3 : 2 : 1. Z brings in Capital of 1,50,000 and Z4y
as premium for goodwill in Cash.
Their Balance Sheet was as follows:

]

Liabilities ! < ‘ Assets . ! 4
Creditors | 40,000 |Cash and Bank T
Capital Accounts: 'Debtors 2,00,000 ;

X 4,00,000 Less: Provision 14,000 | 1,860

Y 2,50.000 = 6.50.000 Stock | 2,50000
Current Accounts: ‘Machinery 1,20,000

X 30,000 ‘Building - 2,0000

Y 10,000 40,000 | |

Workmen Compensation Reserve 70,000 ‘
" 8.00.000 3,000
BBl e 00000 ==

ued as under:
() Provision for Doubtful Debts is to be maintained @5% on debio™

() Building was found under valued by 20% and Machinery overvali
by 20%.

The assets and liabilities are reval
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0 f the stock which :
; (iif) part O ich had been included at a cost of 10,000 had

.on badly damaged in st
1;?;:‘000- orage and could only expect to realise
g Creditors were written off 6,000,

pass necessary journal entries.
ass _
Gain o1 Revaluation ¥32,000 be credited to X and ¥ in equal proportion.]

N . Building A/c and Cr. R, i

(" ) Dr : I. Revaluation A/c by 25

Lt No Dr. Revaluation A/c and Cr. Machinery A/cyby :ﬁ%ogoo
- (i) Dr. Revaluation A/c and Cr. Stock A/c by ¥8,000.

nd B are partners sharing profits in 3 ; 1. Thei
0" ‘:/l:rch, 2024 stood as follows: cir Balance Sheet as at 31t

e 1 ik
i | iabilities il § i_ﬁ_!‘,‘ Assets 3 z
| 2,60,000 | Land and Buildin 1 19,80,000
e H S 2 S
(fcdl::z; Compensation Reset"\/e]L 40,000 | Stock : i lz(g)g’ggg
" Orim]  ceoults: |1 Sundry Debtors 4,00,000 ’
Cap y 20.00,000 \ Less: Provision 12,000  3,88,000
2 10,00,000 | 30,00.000 | Cash at Bank | 1,32,000
' 33,00,000 ~ 33,00,000

— On lst April, 2024 they admit C as a new partner on the following terms:
(i) The new profit sharing ratio of 4, B and C willbe 3 : 2 : 1.
(i) Land and Buildings are undervalued by 10%.
(iii) All debtors are good.

(iv) C to bring in ¥5,00,000 as Capital and his share of goodwill amounting
to £60,000 in cash.

You are required to prepare Partner’s Capital Accounts.

[Ans Gain on Revaluation ¥2,32,000; Balance of Capital Accounts: 4 ¥22,94,000;

5 210.38,000 and C 5,00,000. 4 sacrifices 1—32- and B Gains -]

Q. 62. Gautam and Rahul are partners in a firm, sharing profits and losses in the
ratio of 2 : 3. Their Balance Sheet as at 31st March, 2023 was as follows:

BALANCE SHEET as at 3Ist March, 2023

Liabilities l 4 \ Assets \ 4

Sundry Creditors “ 5,000 | Goodwill 10,000

Bills Payable \ 15,000 | Furniture | 25,000

General Reserve 10,000 | Stock ‘ 15,000
Capital A/cs: l Sundry Debtors 12,000 l
Gautam 30,000 | Less: Provision for “

Rahul 40,000 | 70,000 Doubtful Debts ~ 2.000 | 10000

“ Cash in Hand | 40,000

l ' 1,00.000

’.
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r with effect from Ist April, 2023' b
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rtne
Karim was to be taken as a pa

following terms: f Gautam, Rahul an( Karip,

ing ratio O
(@) The new profit sharing would

debto

0,009 . ™

000 ang '
iy

8314 Id be raised to 200
. btful Debts wou . % of
(b) Provision for Dou in cash, his share of capital of T4
lued at ¥10,000.
he furniture at ¥22.000,

(¢) Karim would bring
share of goodwill va
(d) Gautam would take over t

YOL(li)a;fasr: (}zzlrr?al“:ntries at the time of Karlm_’s ac;miSSion'
(if) Prepare the Balance Sheet of tl?e reconstlt.uté firm,
[Ans. Loss on Revaluation ¥3,400; Capital Alcs 60' autam ?1,640; R
252,960 and Karim Z40,000; B/S Total ¥1,14,600.] dhy

3
1 i — share; Am
Hint: Gautam gains pr share and Rahul sacrifices 10 ount of mmpensati

for goodwill to be made by Gautam to Rahul ¥3,000.

Q. 63. Aman and Biswas were partners sharing profits anc: losses in tpe r
3 : 2. They admitted Chetan as a new partner for 25% share, Baj

Oy

ati() of

ance sth
of Aman and Biswas was as follows as at March 31, 2023,
T [ i
Liabilities _ Amount_| Assets m
‘ g w \?
- | s
Creditors , f 30,000; Bank 00y
Employees’ Provident Fund ! 60,000 Stock 00
General Reserve ’ 40.000 Debtors 1,00,000
Investment fluctuation Reserve ; 50,000} Less : Prov. for doubt,
Aman’s Capital | 2,00,000] debts (10.000) | gy
Biswas’s Capital | 1.50,000 Furniture 12000
f ' Building 1,600
|l [nvestment 50,000
[ |
| | Goodwill 3000
L 5.50,000 ii 55000

Chetan was admitted on the following terms:-
(/) Market value of Investment is 20,000,

(i) There was a bad debts amounting to ¥6,000 and provision for Doubtful.
Debts is to be maintained at 39,000.

(fii) Building was undervalued by 20%.
(i) Stock was overvalued by 20%.

() Goodwill of the firm was valued at Z1,00,000 and Chetan brings s
share of goodwill in cash.
(vi) Chetan was to bring T1,30,000 as capital.

Prepare Revaluation Account and Partners’ Capital Accounts. oy
(C.B.S.E. Practice Question Paper,



3.139
! in ON revaluation 25,000, Balance of p
1¢

: ) art 7
% .‘“ 48.000; Biswas T1,82,000; Chetan 7§ 0
L ’

Capital Accounts, Aman

e e LS

e 30,000
] Y arc partners in a firm ghar:
X ﬂnd g e lﬂrlng pr()ﬁtﬂ . '
0 ol .. 3 0On 31st March 2024, (hejr Balance Sheet :f;(: ::s.chim the ratio of
' 2 ———— ; § as under:
Liabilities 4 b ey r
ssels | 7
‘ 50.000| Bank ; -
E-»ﬂ“”’ 15 0()) el 29.000
: e Lot Fund . 2,000 Debtors | 80.000
1 wprh\f?mn.\ Compensation Stock ; 1.25.000
‘ \“N;cucm‘ 40.000| Premiges | 1.50,000
' ~ounts Adverti : =
foopital Aceo 2.60.000 ravertisement Expenses 16,000
. \ 1.35,000 | 3,95,000 |
l ‘ ~5,00,000 — 4
? o ———:ﬁ% | 5.00.000

On lst April, 2024, Z is admitted as 2 partner. X surrenders lth of his
4

share and ¥ T rd of his Sharze in favour of Z. Goodwill is valued at
71.60,000. Z brings in only gth of his share of goodwill in cash and

71,50,000 as his capital. Following terms are agreed upon:
(/) Premises is to be increased to ¥2,00,000 and stock by ¥5,000.

(if) Creditors proved at ?60,000, one bill for goods purchased having been
omitted from the books. :

i (iif) Outstanding rent amounted to 12,000 and prepaid salaries T2,000.
(iv) Liability on account of provident fund was only ¥10,000.
(v) Liability for Workmen’s Compensation Claim was % 16,000.

. Prepare Revaluation A/c, Capital A/cs and the opening Balance Sheet. Also
b calculate the new profit sharing ratios.

[Ans. Gain on Revaluation ¥40,000; Z’s Current A/c (Dr) Z27,000; Capital
“ Ales X ¥3,15,000; Y <1,73,000 and Z %1,50,000; B/S Total ¥7,36,000;
Sacrificing Ratio 5 : 4; New Ratios 15 : 8 : 9]

Hint: Premium for Goodwill A/c will be debited by ¥18,000 and Current Account of Z
will be debited by ¥27,000 and Capital Accounts of X and Y will be credited in
the sacrificing ratio of 5 : 4.

Hidden Goodwill

Q 65. (A) Hemant and Nishant were partners in a firm sharing profits in the ratio
of 3 : 2. Their capitals were ¥1,50,000 and ¥1,30,000 respectively. They
admitted Somesh on Ist April, 2024 as a new partner for 1/5 share in the
future profits. Loss on Revaluation amounted to ¥20,000. Somesh brought
%1,20,000 as his capital. Calculate the value of goodwil'I of the firm and
record necessary journal entries for the above transactions on Somesh’s
admission.

i
B

E‘
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. : . Somesh’s Current A/c wi]] Ty
- GOOdwm' ?2,20,000;5 of Hemant and Nishant wij] be ebitecl

%44,000 and Capital Accoun € creq )

600 respectively.]
226,400 and T17, b capital of ¥13,00,000 and 220,90

2. 65. (I re partners wit : ,00
) s(l?a)rfparg?it: i?l th]; ratio of 1 : 2. They agrlnzltO% 3‘:‘)8 ;;:r;?er With 1/5& Thty
in the profits of the firm. Z brings 1f . bl 18 share of ¢ Sl!are
The Profit and Loss Account showed a credit balance of "_'6,00,000 ap‘tal.
the date of admission of Z. Give the necessary Journal entrieg to reco]-as 0
goodwill. @t

[Ans. Hidden Goodwill ¥9,00,000.] _
Hint: Balance of P & L will be credited to the Capital Accounts of X apg ¥ ang hi
goodwill will be calculated thereafter. . - "ddey
Q. 66. 4, B and C were partners in a firm sharing profits in the rat:
2. 1:1 The value of the total assets of the firm was ¥8,00,00¢ ang 10
liabilities were valued at T1,20,000 as at that date. On 1st April, 2024%1%
admitted D as a new partner. D brought ?2’(,)0’000 for his Capita] s
necessary amount for his share of goodwill premium. The new prog; e g
ratio between 4, B, Cand D willbe 1 : 2 :1: L Ting
Pass necessary journal entries for the above transactions in the books i

the firm on D’s admission. :
[Ans. Hidden Goodwill ¥1,20,000; Entry for Premium for Goodwill:
Premium for Goodwill A/c Dr. 24,000

B’s Capital Alc Dr. 18,000
To A’s Capital A/c 36,000
To C’s Capital A/c 6,000]

Q. 67. Following is the Balance Sheet of X and Y who share profits and losses iy
the ratio of 3 : 2 as at 31st March, 2022:

‘ Liabilities J 3 . Assets 7
Sundry Creditors 80,000 | Cash at Bank ' 20,00
Reserve 1,00,000 | Debtors ' 70,000
Profit & Loss Account 40,000 | Stock , 1,80,000
Capital Accounts: Machinery 3,50,000

X 2,70.000 Goodwill 30,000
1,60.000 | 4,30,000

6,50,000 6,50,000

== Bk e

On Ist April 2022, Z is admitted as a new partner. X surrenders %rd of

A 1 .
his share and Y surrenders Zth of his share in favour of Z Z brings it

¥3,60,000 for his share of Capital. Pass journal entries for recording goodwil

[Ans. Hidden goodwill ¥3,00,000; Z's Current A/ will be debited by 290,000 2!
X anfi Y’s Cagxtal Ales will be credited by ¥60,000 and 30,000 respectivel)
Sacrifice Ratio 2 : 1; Z’s share in profits 3/10]



e a 3:3:3:1 ership and the new profit sharing ratio is
brings ¥1,50,000 as his cq ita] : -
thelzime of D’s admission: Pitel and his share of prossith i cweh, At

The firm had a Workmen Com :
a ens ,
= which there was a claim of ¥ o0 oo Reserve of 21,00,000 against

' 1,20,000.

(b) Advertisement Suspense A/c (Dr) balance appeared in their books at
30,000.

(¢) Contingency Reserve appeared at 260,000

you are required to prepare necessary journal entries,
Hidden Goodwill ¥2,40,000.

!‘ S-
[AD Entry for Premium for Goodwill;
Premium for Goodwill A/c Dr. 24,000
C’s Capital Afc . Dr. 48,000
To A’s Capital A/c ’

72,000]
w Partner’s Capital Not Given

-~ Ne .

0. 69. (4) Nem and Khem sharing profits in the ratio of 3 : 2 admit Prem as a
partner with 1/3 §hare In profits. He had to contribute proportionate capital.
They had following financial position: :

N Z(al{i}i!ies 3 Assets 4
.'c—rgzj’iiors 40,000| Cash at Bank 5,000
Reserve Fund 50,000 Debtors 60,000
Capitals: Stock 35,000

Nem 50,000 Plant and Machinery 80,000
o 40,000 \‘
1,80,000 \ 1,80,000

They agreed to admit Prem as a partner on the following terms:

(1) Plant and Machinery to be reduced by 10%.

(2) Stock to be increased by ¥3,000.

(3) Bad debts provision was to be created at 5%.

(4) Accrued incomes not appearing in the books ¥900.

(5) Prem was to introduce 20,000 as premium for goodwill for 1/3rd

share of the future profits of the firm. :

Prepare Profit and Loss Adjustment Account, Capital Accounts and Balance
Sheet of the new firm. Also calculate new profit sharing ratio.
- [Ans. Loss on Revaluation ¥7,100; Capital Accounts: Nem I87,740; Khem
65,160 and Prem ¥76,450; Bank Balance ¥1,01,450; and Balance Sheet
Total ¥2,69,350. New Profit Sharing Ratio 6 : 4 : 5]
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Hint: Calculation of Prem’s Capital 2
t3 share of Profits

fo
Combined Capital of Nem and Khem
= 87,740 + 65,1 _

. iy ’29
: w firm will be = 1,52,900 x 3 _ s
Therefore, the total capital of the ne 5 = ?2,29

35
L U
: = x T76,450. ‘
Prem’s Capital for -3-rd share = 2,29,350 3
B i ship sharing profits j
Q. 69. (B) Mohan and Sohan are In partnership g P S in the o .
. op '
of 3 and —; respectively. |

The Balance Sheet is as follows:

Liabilities ] < I Assets : (\?

Capitals: Cash b , T
Mohan 2,00,000 Debtors ! 1,00,000 ]

Sohan 1,00,000 | 3,00,000 | Less: Provxslén ’ —M oty

Creditors 40,000 | Stock R T 1500y

Plant p: 0001

3,40,000 | \325,60\0

They decide to admit Rohan to 1/3rd share on the terms thm
pay into the business ¥1,00,000 as Goodwill and sufficient capital to gy,
him 1/3rd share of the total capital of the new firm.

It was agreed that Provision for bad debts to be maintained @10% o
debtors, that the stock be revalued at ¥2,00,000; and that the plant be

reduced to ¥50,000.
Prepare necessary ledger accounts and show the balance sheet of the

new partnership.
[ABS. Gain on Revaluation <65,000; Capital Accounts: Mohan T2,99,000:
Sohan %1,66,000; Rohan ¥2,32,500; Cash balance ¥3,97,500 and B/S totl

%7,37,500.]
Q. 70. Soma and Navya were partners sharing profits in the ratio of 2 : 1. Anany

. 1
was admitted as a partner for gth share in profits. Following balancts

appeared in the books of the firm on that day.

L
Debtors 1,80,000
Provision for Doubtful Debts 12,000

Debtors worth 10,000 became bad. It was decided to create 4% provisio?

on doubtful debts.
Pass necessary journal entries.
[ABs. Loss on Revaluatioy ¥4,800]



315t March 2022, the Balance

Sheet
) 0 :
- :nnihc ratio of 3 : 2 was ag follows: e B, who were shering profite
[iabilities 7 - mAn—mum b
? : Assets Amount
e 2.50,000 | ¢ ¢
Creditors ash at Bank
' undtmcn! Fluctuation Reserve 50,000 Sundry Dc:torq 7,50,000 e
aves = s ’
» g o LeSS,' Prov. " {
. Aitals: 1S1on 30 |
o 10,00,000 Stock 000 | Z.zg,ggg
B -8,00,000 | 18,00,000 Investments 2.?)0.000
Plant & Machj PPy
21.00.000 chinery 6.00.000
‘ 21 00,
EE .v___-__‘T_’*iO*'()g\gj\ 5\ 21,00.000

They decide tlo admit C as a partner, 4 sacrifices 1—25 from his share while
B sacrifices Eth of his share in favoyr of C.
The following adjustments were agreed upon:

() C shall bring ¥1,50,000 as his share
bring in proportionate capital.

(if) Stock was undervalued by 10% and Plant
by 20%.

(iif) Market value of investments is 32,20,000.

(iv) Debtors to the extent of 10,000 were unrecorded.

(v) 5% provision for doubtful debts

of goodwill premium and shall

and Machinery was overvalued

is required on sundry debtors.
Prepare Revaluation Account, Partner’s Capital Accounts and the Balance
Sheet of the reconstituted firm.

- [Ans. Loss on Revaluation ¥28,000; Capital Accounts 4 T 11,13,200; B ¥8,58,800
and C ¥4,93,000; Balance Sheet Total 327,15,000]

Hint: () Investments Fluctuation Reserve A/c Dr.

(iii) Actual Value of Stock Z5,00,000.
(v) Actual Value of Plant and Machinery Z5,00,000.
(v) Sacrificing Ratio 2 : 1.

Sheet as at 31st March, 2024 was as follows:

-

50,000
To A’s Capital A/c 30,000
To B’s Capital A/c 20,000

(ii) Investments A/c Dr. 20,000
To Revaluation A/c 20,000

Adjustment of Capitals on the Basis of New Partner’s Capital
1. 72. 4 and B are partners sharing profits in the proportion of 3 : 2. Their Balance

| , 71.. l't{/)i/l'li(».v - 4 Assets \ _?___
pundry Creditors - 63.000 | Cash at Bank X 5,000
‘q“ Utsw“di“g Salaries 4,000 | Sundry Debtors 30,000
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10000 Less: Provision y iy

General Reserve ek 1,000 .
Cap;tals: 50.000 Tra_de' Marks 40:&3
B 30,000  Building 72%

1.57.000 T
| 3 [ ,57

They agree to admit C as a new par tner on the following term,. R

(1) C will be given 2/9th share ot: profit and he will bring ?50’000
his share of capital and goodwill. "

1
(2) Goodwill of the firm will be calculated at 25 year’s Purchag, .

fﬂk
four years. Profits of the |
average super profits of last ast foy
are T40,000; T40,000; ¥55,000 and 65,000 respectiveyy, ;oneu,,
profits that can be earned with the capital employed are 114’000'%]
(3) Half the amount of goodwill is withdrawn by old partnerg ‘

@) 15% of the general reserve is to remain as a provision againg; douk,
debts.

(5) Outstanding salaries be increased to 16,000, Stock is OVervalyeg
25% and Building is undervalued by 25%. Trade Marks pe Writtz
off by 50%.

(6) New profit sharing ratio of partners will be 4 : 3 : 2 and the Capiy
accounts of 4 and B will be adjusted on the basis of C’ Capitalby
bringing in or withdrawing cash, as the case may be.

Prepare necessary accounts and the opening balance sheet of the firy,

[Ans. Gain on Revaluation ¥1,000; Capitals 4 ¥60,000; B 45,000; ang
C ¥30,000; Bank Balance ¥50,500; 4 withdraws 2,700 and B brings j,
¥8,200; Balance Sheet Total ¥2,14,000. Sacrifice Ratio 7 : 3. Premium fy
goodwill brought in by C ¥20,000.]

: 1
Hints:  (7) Actual Value of Stock = 40,000 x % = ¥32,000

(1) Actual Value of Building = 75,000 x 17059- = ¥1,00,000.

Ky

Q. 73. Ashok and Biju were partners sharing profits and losses in the ratio o
3 : 1 respectively. The following was their balance sheet as at 31st March,
2024:

——————

_ Liabilities

| ST ;,: Amount | ~ Assets | Amount_
| | T
Creditors ) 1,20,000!. Sundry Debtors 2,00.00
Bank Overdraft | 1.50,000 Stock 22000
Ashok’s Capital [ 1.50.000) Furniture | 40,000
Biju’s Capital 100,000 Machinery ot
b J 520,000 5200
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Hint:

[Ans.

Hint:

'CF'(

W OF A PARTNER

ed .
O“(ﬂ Chandra would provide 21 g to the firm on the following terms:

goodwill for his one-third shareoi?\ ?:tzr:a‘ﬁt;lt and pay ¥20,000 as
ofits.
_ share profits e
qually.

;i) Machinery would be reduced .

@ for bad debts. Stock would be 3;3:; Tt“;; i:;)ggowould be provided

(iv) CaPital i:;o“::t.s of;‘old partn,ers would be adj’ust,ed i;x the profit sharing

ratio on the S‘Slo Ch.andra S capital by bringing in or taking out cash.

pass necessary journal entries and prepare partner’s capital accounts and
palance sheet of the new firm,
Gain %r:) Re‘c’la;;t:‘l’)‘;;g=;‘°g;4%iga}BCapitals %1,00,000 each; Ashok withdraws
£38,800 an n ; Bank overdrafi : -
s Total 25.38,400] t balance ¥ 1,18,400; Balance

; 3 .. . 1
Ashok sacrifices L Biju Gains 5"

1 :
Chandra’s 3 share of goodwill = ¥20,000. Hence, total goodwill = 220,000 x 3 =

¥ 1

160,00.0, Biju has to compensate T of 60,000 i.e., 5000 to Ashok by way of

go()dWlu.

Entry for Goodwill:
Premium for Goodwill A/c
Biju’s Capital A/c

To Ashok’s Capital A/c

Dr. 20,000
Dr. 5,000

25,000

. A and B are partners sharing profits in the ratio of 5 : 3. C was admitted

1 : . ;
for Zth share in profits. C acquires this share as 3 from 4 and lth of

his share from B. C brings in ¥1,00,000 as his capital.
At the time of C’s admission:
(/) The firm’s goodwill was valued at ¥2,40,000.
(i7) General Reserve was ¥40,000.

(iii) Profit on revaluation of assets and liabilities was ¥24,000.

Before any adjustments were made, the Capitals of 4 and B were 1,20,000
and ¥70,000 respectively.

It is decided that after C’s admission, the Capitals of 4 and B be adjusted
on the basis of C’s Capital, any excess or shortfall to be adjusted by opening
current accounts. You are required to pass necessary journal entries on C’s

admission. ,
Capitals after adjustments for goodwill, general reserve and profit on
revaluation : A 2,05,000 and B ¥1,09,000; Final Capitals 4 ¥1,75,000

and B ¥1,25,000; A’s Current A/c (Cr) 30,000 and B’s Current A/c (Dr)
316,000]

Sacrificing Ratio 3 : 1; New Ratio 7 : 5 : 4.
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(i) Prabhakar’s share of goodwill wi

11 be the share sacrificeq by R
Tup
0

i.e., 3,60,000 x ]—32- = 90,000. My
JOURNAL |
cular LF |
Particulars £ Dr
Date | ;- B
| | ~ - ?
Prabhakar’s Current A/c Dr. | | 90,000
To Arjun’s Capital A/; L ! | |
(Premium for goodwill credited to Arjun’s | | 90&)0(,
Capital A/c) o e }

Note:
1
(1) Since Vinod has gifted 2 share to Prabhakar, hence, Prabhakar need net °°'ﬂpen,%

proportionate amount of goodwill to Vinod.

Revaluation of Assets and Liabilities

Q.106. 4 and B share profits in the proportions of 3/4 and 1/4. Their Balap,

as at March 31, 2025 was as follows: € Shey
oy ¢ o Liabilides, ... . ;r X J Assets A \?\

Sundry Creditors ;4,15,000 |Cash at Bank 265
Reserve Fund | 40,000 |Bills Receivable ’30’000
Capital Accounts: | | Debtors I 60,883
A 13,00,000 | Stock 2000
B 1 1,60,000 |Fixtures ’10’000
'Land and Buildings 2,50’000
9,15,000 I ‘ m
=

On April 1, 2025, C was admitted into partnership for 1/4th share on the
following terms:

(@) That C pays ¥1,00,000 as his capital.

(b) That C pays ¥50,000 for goodwill. Half of this sum is to be withdrawn
by 4 and B.

(c) That stock and fixtures be reduced by 10% and a 5% provision fir
doubtful debts be created on Sundry Debtors and Bills Receivable.
(@) That the value of land and buildings be appreciated by 20%.

(e) There being a claim against the firm for damages, a liability to tht
extent of ¥10,000 should be created.

) An. item of ¥6,500 included in sundry creditors is not likely to b¢
claimed and hence should be written back.




Capitals: 4 X3,60,750: 0,
s 0’000; Bank BalanCe ?3 . ¢ b s 50, B ? l,80,25 3
[ ctl-o_n s Tl M -90,000; Balance Sheet Total % 10,59,500.]
!Q 0 _FOH;’W‘ g €et of Shashi and Ashu sharing profits as
@ L B ‘ R
? E Liabilities 1‘ % - vr-kAv.s;se?t;s T
| editors \ 1,80,000| Debtors 7 2,20,000
‘Crene | Reserve ti \ 2,50,000| Less: Provision for , |
5 ‘Ugleorkmen‘s Compensation - Doubtful Debts 10,000  2,10,000
; Reserve ,»20,000 Il;imd & Building \ 1,80,000
B ool ants & Machinery | 1,20,000
O pashi 150,000} Stock | 1,10,000
 ashu _1,00,000 Bank | 2,10,000
8,30,000 \ %3050

On admission of Tanya for 1/6th share in the profits it was decided that
(i) Provision for doubtful debts to be increased by T15,000.
(i) Value of land and building to be increased to ¥2,10,000.
(iif) Value of stock to be increased by 25,000,

(iv) The liability of workmen’s compensation claim was determined to be
Z1,20,000.

(v) Tanya brought in as her share of goodwill ¥1,00,000 in cash.
(vi) Tanya was to bring further cash of ¥1,50,000 for her capital.
: Prepare Revaluation A/c, Capital A/cs and Balance Sheet of the new firm.
| [Ans. Gain on Revaluation ¥40,000; Capital Accounts: Shashi ¥4,02,000;
} Ashu ¥2,68,000 and Tanya ¥1,50,000; B/S Total ¥11,20,000. Workmen
Compensation Reserve amounting to ¥30,000 has been divided among old

partners.]
Q.108. P and S were partners in a firm sharing profits in the ratio of 3 : 2. Their
Balance Sheet as at 31-3-2025 was as follows:
_ Liabilities | 2 Assets I
Bank Overdraft 20,000 | Cash . 8,000
Creditors 30,000 | Debtors | 30,000
. Provision for Bad Debts 1,000 | Bills Receivable | 40,000
- General Reserve 15,000 | Stock \ 50,000
. P's Loan 20,000 | Building | 90,000
- Capitals: Land | 1,48,000
i 1,00,000 ‘;
§ 1,380,000 | 2,80,000 S
3 3,66,000 & 3,66,000
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: 74 artner on the f .

n 1-4-2025 they admitted V' as 2 new p oyl ollo g \

/8th share in the profits o rm.

(") V will get 1 ) : _ i,
(i) Vs loan will be converted Int0 h;s cdaplttaé.so " L
; ued a 4
(iii) The goodwill of the firm wg: :aas b 0 ang Y broy
share of goodwill premium 1 . " [ mh‘
("v) Provision for bad debts-was to e;/ma equal to 59, Of the
(v) Stock was to be depreciated by 5%. deb‘%

(vi) Land was to be appreciated' by 10%. s
Prepare Revaluation Account, Capltgé ;‘\CCOUMS of P, S and y apq thep,
Sheet of the new firm as on 1-4-2025.

[Ans. Gain on Revaluation ¥ 11,800; Capiia; ;*;;";gg? P %1,22,080; ¢ X3
and ¥ £20,000; Balance Sheet Total <3,35,500. Ay

Q.109. 4 and B share the profits of a business in the ratio of 5 : 3 They 5y
1 y .
into the firm for 7 th share in the profits to be contributeq equal b,:

and B. On the date of admission of C, the Balance sheet of the

firgy
as follows: Wy
Liabilities r 4 ‘ : Assets \?
A’s Capital 3,00,000 | Machinery 2\
i 60
B’s Capital 2,00,000 | Furniture 160,000
Workmen’s Compensation Stock 1:20@00
Reserve 40,000 | Debtors 80‘000
Bank Loan 1,20,000 | Bank mﬁ
Creditors 15,000 !
Outstanding Expenses 5,000
6,80,000 m
‘—%

Terms of C’s admission were as follows:
() C will bring ¥3,30,000 for his share of capital and goodwill.
() Goodwill of the firm has been valued at 4 year’s purchase of i
average super profits of last three years. Average profits of the

three years are ¥2,20,000 while the normal profits that can be eame
with the capital employed are ¥ 1,40,000.

(%) Furniture is to be appreciated by ¥60,000 and the value of stocki
to be reduced by ¥20,000.

(#v) Outstanding Expenses will be paid off.

Prepare Revaluation Account, Partner’s Capital Accounts and the new Balan
Sheet of A4, B and C.

[Ans. Revaluation Gain ¥40,000; Partner’s Capital Accounts: 4 !3,90,000;;
%2,70,000 and C ¥2,50,000; Total of Opening Balance Sheet % 10,4500,

Q.110. 4 and B are partners in a firm sharing profits and losses as 5 : 3T

position of the firm as at 31st March, 2022 was as follows:
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] jabilities 4
onnts: P' "'m L 4
(_m..m‘ \eedt 30,000 St:::( and Machinery 20,000
‘ 20,000 50.000 Sy ndry Debtore il}ﬂﬂ‘
(reditors 15,000 Bills Receivons 20,000
qund™ * aft 42500 Cagh oyt 1. 10l 10,000
i“nl\ over m - Bank T.500
ey 1.07.300
On st April, 2022, C joing them on ¢ fition 1
of the future Profis. ihe balance of profies being shared oy dmd e
3. He m‘f’“““g‘:)‘(;“‘d".‘ﬁ”;’{o 531' vay of capital and further 24,000 by way of
remium for goodwill. He also provides loan to the fm 1 . k
overdraft. A and B agree to depreciate Plan by 10% and to rains 5 provicon
jgoinst Sundry Debtors @ 5%, .
You are asked to journalise the entries in the books of the firm and s
the resultant Balance Sheet. How will the partners share future pr ﬁ‘;ﬂ
ss. Revaluation Loss ¥ 5,000; Capitals: 4%29,375; 819,625 € 240.000. Batance
(AW Sheet Total ¥1,46,500. New Ratio 5 - 3:24) o
itz [nstead of Bank Overdrafl, C's Loan Ak wil be shown on tee liabilicies side of
the opening Balance Sheet. Following entry will be passed for it:
Bank Overdraft A/c Dr. 42,500
To C’s Loan A/c £.500
0 (11.(HOTS) A and B are partners in a firm. Their Balance Sheet as at st
" March, 2025 was as follows:
' Liabilities ] R T T o
Capital: Cash 10,000
A 30,000 | Sundry Debtors 80,000
B 60,000 | Stock 20,000
Creditors 15,000 | Fixed Assets IR.600
Outstanding Expenses 3.000 P & L Ale 4,000
Insurance Fund 7,000
Provident Fund 1,000
Employees Savings Fund 5,000
Workmen Profit Sharing Fund 2,000
Workmen Compensation Reserve 5,600
Provision for Doubttul Debts 4,000
1,52,600 L S2,600
Sm—— g —————— 1

C was taken into partnership as from 1-4-2025 on following terms for 1/6

share:

I, C will bring ¥40,000 as his capital,

2. Goodwill is valued at € 12,000 and admitting partner is unable to bring

his share of goodwill in cash, |
3. Claim an account of Workmen's Compensation is 3,000,
4. Creditors are to be paid ¥2,000 more.
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5. 2% Provision for Discount on Debtors 1s required. \
' | -
6. The share of A4 in new firm will be 1-2— times of B.
Prepare Revaluation A/c, Capital Accounts and Balance Sheet
Solution:
Dr REVALUATION ACCOUNT o
— e 7 | Partfculm T8
Particulars . —_
To Creditors 2,000 | By Loss transferred to: { N
. : h 1,520/  A’s Capital A/c 1,760 |
To Provision for Discount B's Capital Alc 1760 | 3
— —_—
_ 3,520 \3520
i 23
Dr. PARTNERS’ CAPITAL ACCOUNTS 3
: S
 Paicaiars { 4 | B _T (&) 4__]_7 Particulars 4 ‘—L \C’Z
2 T | 2 J IR
To P & L Alc 2,000 2,000 By Balance b/d 50,000 60,000
To Revaluation | 1,760/ 1,760 By Insurance
To Balance c¢/d | 51,040, 63,040/ 40,000 Fund 3,500/ 3,500
I By Workmen
| Comp.
f ’ | Reserve 1,300/ 1,300
| [ By C’s Current
; [ Alc (1/6 of
| 12,000) 2,000
J ; By Cash 40,000
54,800 _66 800( 40, oooi 54,800/ 66,800 40,00
- ml—l e
BALANCE SHEET
as at Ist April, 2025
7 Liabilities 4 ,I g 5 -.A.s:.isets _7 ‘ ‘ v 4
Capitals: | Cash 50,000
A 51,040 ' Sundry Debtors ‘ 80,000
B 63,04  Stock | 20,000
o 40,00 1,54,080 | Fixed Assets 38,600
Creditors 17,000 C’s Current A/c 2,000
Outstanding Expenses 3,000 | ‘
Provident Fund 1,000 |
Employees’ Savings Fund ' 5,000 | |
Workmen Profit Sharing Fund | 2,000 |
Provision for Workmen |
Compensation Claim c 3,000 |
Provision for Doubtful Debts ' 4,000 i
Provision for Discount on Debtors | 1,520 | _’ il
b | - 1,90,600
- 1,90,600 | P
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oM
._D pProvision for Discount Will be 39, =
Debts ¥4,000) e (?80,000 = Provision for Doubtful
New Profit Sharing Ratio:
. - 1
C is admitted for —ﬁ-th share
Balance — th will be shared
g s yAa"dBmtheratioof 1= :10R3:2
Hence, A’s share: 2 _ 3
6 5 6
B’s share: ixg -2
6 5 6
C’s share: =1
6
Sacrificing Ratio:
1 3
A: S
2 6 0
B: l-z =1
2 6 6
Hence, only B has sacrificed.
0.1 Thi]?_alance Sheet of 4 and B a5 4t 31st March, 2025 is given below
"~ Liabilities X Assets Lz
‘ ’;?S/Capital 60,000 | Freehold Property | 20,000
s Capital 30,000 | Furniture ' 6,000
P General Reserve 24,000 | Stock 12,000
. 16,000 | Debtors - 80,000
Cash | 12,000
1,30,000 ‘\ 1,30,000

A and B share profits and losses in the rat

10 of 2 : 1. They agree to admit
P into the firm subject to the following terms and conditions:

(@) P will bring in ¥21,000 of which T9,000 will be treated as his share
of Goodwill to be retained in the business.

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

(¢) 50% of the General Reserve is to remain as a provision for bad and
doubtful debts.

(d) Furniture is to be depreciated by 5%.
(e) Stock is to be revalued at T 10,500.

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

Loss on Revaluation ¥1,800; Capital Balances: 4 72,800; B ¥36,400;
P %12,000; Cash Balance ¥33,000; B/S Total %1,37,200.
Entry for General Reserve will be:

; 24,000
General Reserve A/c Dr 12000
To Provision for Bad & Doubtful Debts A/c , :
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To A’s Capital A/ ;

To B’s Capital A/ losses itt the rass )
Q.113. 4 and B are partners sharing Profle. l:: follows: 0of3,
April 1. 2025, their Balance Sheet WA% 7% 70— 0
e T 7 T  Assets [\
Y R S e R N
Sundry Creditors ’4‘000 Plant lS‘()R}
Workmen Compensation Reserve s paterits 73, %}
Capitals: Stock oy
1,00.000 80, |
; 1.26.000 | 2,20,000 Debtors 6 Oy
SEER Cash 2(;00@j
Profit & Loss Account ls.ggg‘
— L

On this date they agree to admit C on the following terms:

(@ C will be entitled to 3/10 share in t.he Rroﬁts which he 8Cquirey 4

from A and 1/10 from B. He will bring in ¥60,000 as his Capity]

(#) Goodwill of the firm was valued at ¥40,000.

(i) Plant is valued at ¥60,000 and Stock at ¥70,000.

(#v) Claim on account of Workmen’s Compensation is ¥6,000.

(v) Patents should be written off.

(vi) Investments of ¥5,000 which did not appear in the books shoulq y

duly recorded.
(vi?) B is to withdraw 20,000 in cash.
Give Journal entries and the Balance Sheet of the new firm.

[Ans. Loss on Revaluation ¥30,000; C’s Current A/c (Dr.) ¥12,000; Capitas
Accounts A ¥72,000; B ¥80,000 and C T60,000; B/S Total 2,69,000
Sacrificing Ratio 2 : 1.]

Hints: (1) Goodwill already appearing in the assets will be written off between the old
partners in their old ratio.
(2) Following entry will be passed in respect of Workmen Compensation:

Workmen Compensation Reserve A/c Dr. 4,000
Revaluation A/c Dr. 2,000
To Liability for Workmen Compensation Claim A/c 6,000

Liability for Workmen Compensation Claim will appear on the liabilities st
of the Balance Sheet at T6,000. ‘

Note: C’s Current A/c has been debited from his share of goodwill.
Q.114. 4 and B were partners with fixed capitals of ¥3,70,000 each. They admited
C as a new partner for 1/4th share of profits. C brought ¥3,00,000 25 y

capital' and the necessary amount of goodwill premium for his shar® 0
goodwill. The new profit sharing ratio will be 2 : [ : 1.

Pass necessary journal entries for the above transactions in the book

of the firm.
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" pidden .Gng:::"dft;ﬁf(;(} Entire amount of goodwill 240,000 brought in
& by € will $ Current Al since he alone has sacrificed.]

" were pa i i ;
g and C partners in a firm sharing profits in the ratio of

) Their respective fixed Capitals were A ; s
gd T 76,00,000. On 3ist March, 2025, they mittod Divyn 48 8.

a .
partner for 1/5th share in the profits. Their new
1:2: :
for her share of goodwill premium,
pass necessary journal entries for the
firm on Divya’s admission.

§o A
»

above transactions in the books of

the )
\qs. Hidden goodwill ¥2.50,000. Entry for premium for goodwill:
j Premium for Goodwill A/c Dr. 50.000
B’s Current A/c Dr. 50,000

To A’s Current A/c

50,000
To C’s Current A/c

50,000]
0.116- David and. Bimal are partners sharing profits and losses in the ratio of
3 . 2. Their Balance Sheet as at 31st March 2023, was as follows:

BALANCE SHEET
as at 3Ist March, 2023

h  Liabilities _ T _Assets \ T
— . p :
mdry Creditors 8.20,000 | Cash 3.20,000
ceneral Reserve 30,000 | Stock 1,50.000
Capital A/cs: Debtors 94,000
David 1,80,000 Less: Provision for
Bimal 1.20,000 | 3.00,000 Doubtful Debts 4000 |  90.000
Building 5.50.000
Furniture 40.000
11,50,000 ' 11,50,000

They admitted Chander as a new partner on 1-4-2023 and the new profit
sharing ratio became 5 : 3 : 2. Chander introduced a capital of X1,60,000.
Chander was unable to bring any cash for goodwill and so it was decided
to value the goodwill on the basis of his share in the profits and the capital
contributed by him. Adjustment for the same should be made through a
current account opened in the name of Chander. The following revaluations
were made at the time of Chander’s admission:

() Stock had been overvalued by ¥7,500 and furniture by X5,000.
(if) Provision for doubtful debts to be increased by ¥1,000.
(iii) A creditor for 223,500 was paid off by Bimal privately for which nc
entry was passed in the bqoks of the firm.
Prepare the Revaluation Account, Partner’s Capital Accounts and a Balanc
Sheet of the new firm on the date of Chander’s admission. Show you

Wworkings clearly.
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[Ans. Loss on Revaluation ¥ 13,500; Cha"der’socll:)gem:gh(l)r-) ?60,
Accounts: David ¥2,19,900; Bimal T1,80,100 and Chander ¢ '/

total T13,56,500.]
Hint: Hidden goodwill ¥3,00,000.
Calculation of the Capital Introduced by the N‘:'-‘W Partne,
Q.117. Leena and Rohit arc partners in a firm sharing profitg in ¢

3 : 2. On 31st March, 2018, their Balance Sheet was ag follgy,, . Tati 4

BALANCE SHEET OF LEENA AND ROHIT
as at 31-3-2018

P ’ Assets
Liabilities 4 i \
,,,,,,,,, % el it s win TR
Sundry Creditors 80,000 Cash \?
Bills Payable 38,000| Debtors 132,000 | 0y
General Reserve 50.000| Less: Provision for
Capital: Doubtful Debts _i()\o(l I
Leena 1,60,000 Stock , | l’ 0,()00
Rohit 1,40,000 3,00,000 | Plant and Machinery 1,4516,000
4,68,00 ‘ 46%
On the above date Manoj was admitted as a new partner for 1sth gy,
the profits of the firm on the following terms: Te iy
() Manoj brought proportionate capital. He also brought pj share
of

goodwill premium of ¥80,000 in cash.

() 10% of the general reserve was to be transferred to Provisiop f,
I

doubtful debts.
(#7i) Claim on account of workmen’s compensation amounted tg
(@v) Stock was overvalued by ¥ 16,000.

(v) Leena, Rohit and Manoj will share future profits in the ratio of

R B

Prepare Revaluation Account, Partners’ Capital Accounts and the Balance
Sheet of the reconstituted firm. (CB.S.E. 2019
[Ans. Loss on Revaluation 356,000; Capital Accounts: Leena < 1,93,400; Rohit
% 1,75,600 and Manoj ¥92,250; B/S Total <6,19,250; Sacrificing Ratio

1:1]

Q.118. Shikha, Shweta and Manisha were partners sharing profits and losses in the

ratio of 5 : 3 : 2. They admitted Pooja into partnership for 25% share, Shikta,
Sh.weta.and Mamsha decided to share future profits and losses equally. Pooja
brings in Capital of ¥8,00,000 and ¥ 1,50,000 out of her goodwill share of

at the time of Pooja’s admission.
(C.B.S.E. Practice Question Paper, 2014

¥2,50,000. Pass necessary entries

40,000,

. . W 2
[Ans. Sacrifice or Gain by Shikha, Shweta and Manisha is J%(Sacriﬁce), 0
4

; 2 .
(Sacrifice) and 20 (Gain) respectively,]
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on 31t March, 2019 the Ry

11879
: ance §
o orofits and losses in the ratiq of 3 :gci:ra:fa:‘?dlilm e S
S 43 Tollows:
BALANCE SHEET OF Mppay AND MOH A
% a1 305t Mareh, 3910 i
Liabilities } A
- ssets 4
g«di“‘“‘ erve  Toiog| Sish at Bank 10.000
b ncral RESETVE cbtors '
r;"lovﬂ‘ﬁ'-q proviest Fung | 22,000 Less: Provision for 63000
J | | y
als: J Doubtfiy Debt
capll\/iadaﬂ 28000 | | Stock ... g
o 000 | 100,000, Patenss pragen:
SR UL | 1,60.000
A They decided to admit Gopal on 15t April, 2019 for 1/5th i
. s sha
acquired wholly from Mohan on the following terms: e vhieh Gopa
() Gopal shall bring 210,000 as '

(ii) A debtor whose dues of
¥2,000 in full settlement.

(i) A claim of 5,000 on account

: of workmen’s compensation was to be
provided for.

(iv) Patents were undervalued by X2
10% more than its market value
(v) Gopal was to bring in capital e

qual to 20% of the combined capitals
of Madan and Mohan after a]]

adjustments.
Prepare Revaluation Account, Capital Acc

Balance Sheet of the new firm.

,000. Stock in the books was valued

ounts of the Partners and the

(C.B.S.E. 2019, C)
[Ans. Loss on Revaluation ¥4,000; Capitals: Madan ? 63,600; Mohan ¥52.400 and

Gopal ¥23,200; Bank Balance T45,200; Balance Sheet Total 2 1,94,200.)

(.120. Pappu and Dhanraj were partners in a firm sharing profits in the ratio of
3 : L. Their Balance Sheet as at 31-3-2023 was as follows:
=

 Liabilities Amount Assets 1\ Amount
2 |

Creditors 30,000 | Debtors 50,000 |
Bills Payable 1,000 | Less: Provision 5,000 \ 45,000
Reserve Fund 16,000 | Stock . 30,000
Outstanding Salary 3,000 | Bills Receivable 10,000
Capitals: Patents 1,000
Pappu 60,000 Machinery 40,000
Dhanraj 20,000 Cash 4,000
1,30,000 1,30,000

A
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They admitted Leander as a new part:ef g:i nl st AP"", 2023' '
sharing ratio is agreed as 3 : 2 : 3. Leander gs in Promftio,,.!
after the following adjustments: . ‘ "

(?) Leander brings ¥ 16,000 as h.lS share of goodwill,

(i) Provision for doubtful debts is to be reduced by 2,000
(7ii) There is an old typewriter valued at T2,400. It does not 5 ‘
books of the firm. It is now to be recorded. i

(iv) Patents are valueless. ' |
Prepare Revaluation Account, Capital Accounts and the Opening )
Sheet of Pappu, Dhanraj and Leander. | ,
' i : ital Ac .
Ans. Gain on Revaluation Z3,400; Balance of Capita counts: PWU
[ Dhanraj 24,850 and Leander ¥69,240; Total of B/S ?2’18,640.] ?90;

Hint: Pappu will be entitled to the full amount of goodwill brought in by Le b
only he sacrifices his profit share. :

Adjustment of Capitals of Old Partners

Q. 121. Rajat and Ravi are partners in a firm sharing profits and losses in the
: ; 31st March, 2024 is N
of 7 : 3. Their Balance Sheet as at 31s , as follows.

Liabilities : | Assets \F“?

Creditors 60,000 | Cash in Hand ‘“}i

Reserve 10,000 | Cash at Bank %0y

Capital Accounts: Debtors gy
Rajat 1,00,000 Furniture

Ravi 80,000 1,80,000( Stock

30,00
2,50,000 2,500

50,00

——

On Ist April, 2024, they admit Rohan on the following terms:

(?) Goodwill is valued at ¥40,000 and Rohan is to bring in the necessar
amount in cash as premium for goodwill and T60,000 as Capital fo
1/4 share in profits.

(#7) Stock is to be reduced by 40% and furniture is to be reduced to 4%

(#ii) Capitals of the partners shall be proportionate to their Profit Sharing
Ratio taking Rohan’s Capital as base. Adjustment of Capitals to bk
made by cash.

Requirements: Prepare Revaluation Account, Partner’s Capital Account
and Cash Account.
[Ans. Loss on Revaluation ¥38,000; New Ratio 21 : 9 : 10; Capital Accouns

Rajat ¥ 1,26,000; Ravi ¥54,000 and Rohan Z60,000; Deficit Capital -
in by Rajat in Cash ¥ 38,600; Surplus Capital returned to Ravi C
T20,600. Balance of Cash A/c 31,24,000]

Q.122. Balance Sheet as at 31st March, 2024 of Ramesh, Kumar and Pappt o
were sharing profits and losses in the ratio of 2 : 3 : 5.
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abilities 5 ?
Liabt : § :C Assets (4
Al | ash . 18,000
!nl" ramesh 36,000 Bills Receivable 24,000
: Kumar 44,000 Furniture

g 28,000
pappu 52,000 Stock 44 000
erimrs 64,000 Debtors 42._000
ills payable 32,000 Investments 32,000
& Loss Alc 14,000 | Machinery 34,000
pro 5 Goodwill 20,000

42, )
-3 ﬂ\ 2,42,000

a into partnership on the following

On lIst April, 2024 they admit Shilp

terms:

{. Furniture, Investments and Machinery to be reduced by 15%.
The value of stock to be taken at T48,000.

Shilpa will bring in ¥26,000 as her share of goodwill.

Shilp? to brigg T32,000 towards capital for 1/6th share and old partners
to adjust their capitals accordingly.

5. Outstanding rent amounted to ¥1,300.
6. Prepaid salaries ¥800.
7. Adjustments of capitals to be made by cash.

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

oW

L [Ans. Loss on Revaluation ¥11,100; Capital Accounts: Ramesh ¥32,000; Kumar

|

248,000; Pappu ¥ 80,000 and Shilpa ¥32,000; Cash balance ¥95,100; B/S
Total ¥2,89,800; Ramesh withdraws ¥5,780; Kumar brings in 1,330 and
Pappu brings in 23,550

| (.123.4 and B sharing profits in the ratio of 3 : 2 have capitals of ¥1,00,000

[Ans.

and ¥45,000 respectively. They admit a new partner C with 2/9th share of
profits. C is required to bring ¥40,000 as capital. The loss on revaluation of
assets and liabilities is ¥ 10,000. It is agreed that capitals of partners should
be in the new profit sharing ratio. Any excess or deficit amount should
be transferred to their current accounts. Pass a suitable adjusting entry or
entries.

I. A’s Capital Alc Dr. 10,000

To A’s Current Alc 10,000
[I. B’s Current A/c Dr. 15,000

To B’s Capital Alc 15,000

Q. 124.0n 318t March, 2024 the Balance Sheet of W and R who shared profits i

3 : 2 ratio was as follows:
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7 Assets . Wb
Liabilities 50.000] Cash } b
Creditors 15,000 Sundry Debtors 20,00
Profit and Loss Account : ’ Less: Provision ’703 } S'%
Capital Accounts: i Stock ‘ 19]
d 30'830 3 70,000  Plant and Machinery | 25:%
R SRS | Plants ! 35&
! ,_‘——_____i 20
| 1,05,000] |20
| ===l —_| Iy
On Ist April, 2024 B was admitted as a partner on the following co‘}
: ] ] i
(@) B will get 4/15th share of profits. . g
(b) B had to bring T 30,000 as his capital to which amount Other Pay
T

capitals shall have to be adjusted. e
(c) He would pay cash for his share of goodwill which would hey

on 21 years purchase of average profits of past 4 yearg
2

(d) The assets would be revalued as under: i
Sundry debtors at book value less 5% provision for baq debig §
at 20,000, Plant and Machinery at ¥40,000. lock

(e) The profits of the firm for the year§ 2021, 2022 apg 2023 :
£20,000; 14,000 and ¥ 17,000 respectively. tre

Prepare Revaluation Account, Partner’s Capital Accounts and the Balang

Sheet of the new firm.

[Ans. Loss on Revaluation ¥300; New Ratio 33 : 22 : 20; Capital Accoupyg
W %49,500; R ¥33,000 and B T30,000; Cash Balance 232,800; BS 1,
X 1,32,500; W withdraws ¥ 5,920 and R withdraws ¥7,280]

20,000 + 14,000 + 17,000 + 15,000 (Given in Bal
Hint: Average Profits = 2 ( Ance Sheef)

=%16,500

1
Value of Goodwill = ¥16,500 x 25 = 41,250

B’s Share in Goodwill = Z41,250 x % =¥11,000

Q.125.4 and B are partners sharing profits in the ratio of 2 : 3. Their balance shee
as at 31st March, 2024 was as follows:

''''' | Ltabzlztze.s'h*lT‘ Vi e 1 4
Bank Overdraft | 32,000 |Cash in Hand N 300
Creditors | 25,000 |Cash at Bank | 120

P & L Account | 10,000 fDebtors 40,000 |
Capitals: ! Less: Provision 5,000 | 35,0
4 100,000 Furniture | | 40000
80,000

B 1,05,000 | 2,05,000 | Building
2 ?
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”

by ¥5,000.

@) 5,000 for damages claimed b
firm. It was agreed at 2,000

and the firm.

(v) C was to bring in ¥60,000 ag

3 Ma'chinery

~—— Investments

for his share of goodwill.

2
~ On Ist April, 2024 they admitteq
wholly from B. The other termsg
(i) Goodwill of the firm wag o be v )
average OF the last 3 yearts proﬁts.a’l;;: arto;iv:o year’s purchase of the
Z58,000; 66,000 and ¥56,000 p

" respectively.
(if) Provision for Doubtful debts w ¢

\
C for 1/5 share in profits which
of agreement were:

Y a customer had
b

J
counts.

he acquires

for the last 3 years were

been disputed by the
Y a compromise between the customer

his capital and the necessary amount
(vi) Capitals of 4 and B were to be ad

. usted in the new profit sharing ratio
by opening necessary current ac

Prepare journal entries, capital accounts and the opening balance sheet.

Ans. Gain on Revaluation ¥15,000; Capitals: 4 1
¥60,000; Cash in Hand ¥3,000; Cash at Bank
¥64,000. B/S Total X3,51,000; New Ratio 2
(Dr); B’s Current A/c 324,000 (Cr)]

Hint: No entry will be passed for ¥5,000. Only the following entry will be passed in

respect of damages:
Revaluation A/c

To Damages Payable A/c

Q.126.Juliet and Rabani are partners in a firm, sharing profits and losses in the

Dr. 2,000

,20,000; B ¥1,20,000 and C
(after deducting bank overdraft)
2:1; A’s Current A/c T 10,000

2,000

ratio of 3 : 1. On 31st March, 2016, their Balance Sheet was as under:

BALANCE SHEET OF JULIET AND RABANI
as at 31st March, 2016

——

| __Liabilities 4 Assets \ z

Sundry Creditors 70,000 |Plant and Machinery 7\ 1,76,000

General Reserve 30,000 |Inventory 26,000
Provident Fund 40,000 |Sundry Debtors 57,000 |
Capital Accounts: Less: Provision for “._

Juliet 1,10,000 Doubtful Debts 3,000 \ 54,000

Rabani 90,000 | 2,00,000 |Cash at Bank 68,000

Profit & Loss A/c 16,000

3,40,000 \ 3,40,000
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rd

! ith e
- taken as a partner for th share. with effect frop, Isy
1ke was tak ‘

. ments:
subject to the following adjust found to be overvalued b
ncr\/ was
a) Plant and Machiner} ct value.
( to he shown in the books at the corre

(b) Provision for Doubtful Debts was to be reduced by ?2’000.

() Creditors included an amqunt Oftzv:,(:,gor;:f::_:f’dt:sbiom iSSionf
Malini. The necessary adjustmen oy \

’\Dril

,
Y X16,00, i

\

- s lued at ¥60,000. Mike W
; 5 ) f the irm was va : : : as o 1.
) é;:gdmlq“s;:arc of goodwill along with his capital of 3| 0 bﬂng-.
(e) Capi;al Accounts of Juliet and Rabani werc‘a to be readjys ,

. new profit sharing arrangement on the basis of Mike’s italni
surplus to be adjusted through current account and any deﬁcfif
through cash. eng,

You are required to prepare:
(7) Revaluation Account,
(¢) Partner’s Capital Accounts, and
(77/) Balance Sheet of the Reconstituted Firm. sc »
[Ans. Loss on Revaluation ¥ 12,000; Capital Accql’.mts: Juliet ¥2,25 009 and Ry
<75,000; Juliet brings in ¥ 1,02,250; Rabani’s Current Account (Cr) ?]9’25&
Cash at Bank ¥2,85,250; B/S Total ¥5,27,250.]
Q.127. Ashish and Nimish were partners in a firm sharing profits and

. lossey
in the ratio of 3 : 2. On 31st March, 2019 their Balance Sheet

Wag &
follows:
BALANCE SHEET OF ASHISH AND NIMISH
as at 31st March, 20719
Liabilin‘esj A ) ] % 4 Assets _ 7 3
Capitals: ' ' Plant and Machinery 2,900
Ashish 3,10,000 Furniture - 2,20,000
Nimish 2,90,000 | 6,00,000 Sundry Debtors 90,000 ‘
General Reserve 50,000 | Less.: Provision for
Workmen’s Compensation Doubtful Debts 1,000 = 89,000
Reserve 20,000 |Stock 1.40,000
Creditors 1,10,000 |Cash 41,000
7,80,000 ‘ 7.80.00

On Ist April, 2019, Geeta was admitted into the partnership for 1/4th shar
in the profits on the following terms:

(?) Goodwill of the firm wag valued at ¥2,00,000.

(#) Geeta brought ¥3,00,000 as her capital and her share of good¥!
premium in cash,
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(i) Bad debts amounted to ¥

@ 5% on Sundry debtors 000. Create o Provision for doubtful debts

() Furniture was found undervalued by 265 40
(v) Stock was taken over by Nimish Co

(vi) The liability against workm,

fm’ ? 1,30,(m.
at ¥30,000.

2
©N's compensation reserve was determined

g api
was to be adjusted by opening current accounts,
pare Revaluation Account, Partners’

Capital Accounts
Sheet of the firm after Geeta’s admissi, - S e Matatan

_ n (C.B.S.E. 2020, Rajasthan)
[ans. Gain 0B Revaluation ¥40,000; Capital Accounts: Ashish ¥5,40,000; Nimish
~ 73,60,000 and Geeta ¥3,00,000; Current Accounts: Ashish (Dr) 1,46,000
and Nimish (Dr) ¥1,44,000. Balance Sheet Total 1340000

).128.X and Y were partners in the profit sharing ratio of 3 : 2. Their balance
" sheet as at March 31, 2022 was as follows:

BALANCE SHEET
as at March 31, 2022

* Liabilities Amount Assets | Amount
| z 1 z
Creditors 56,000 | Plant and Machinery \ 70,000
General Reserve 14,000 | Buildings 98.000
Capital Accounts: Stock | 21,000
X 1,19,000 Debtors 42,000 \
Y 1,12,000 2,31,000 (-) Provision 7,000 | 35,000
Cash in Hand i 77,000
. 3,01,000 \ 3,01,000
Z was admitted for 1/6th share on the following terms:

(?) Z will bring ¥56,000 as his share of capital, but was not able to bring
any amount to compensate the sacrificing partners.
(#) Goodwill of the firm is valued at I84,000.

(iii) Plant and Machinery were found to be undervalued by Y14,000.
Building was to brought upto ¥1,09,000.
(iv) All debtors are good.

(v) Capitals of X and Y will be adjusted on the basis of Z’s share and
adjustments will be done by opening necessary current accounts.

You are required to prepare revaluation account and Partner’s capital
accounts (C.B.S.E. Sample Paper 2023)

Ans, Gain on Revaluation f32,000, Capital Accounts X ¥1,68,000; Y ¥1,12,000
and Z ¥56,000; X’s Current A/c Dr. 213,000; 1’s Current A/c Cr. ¥24,000]
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m the information given below, com

let ;
- T) Accounts and the Balance Sheer Plete the Revalyation Account, Partners’
- Cop!

'; pr.

REV.

_ Particulars : iy Part Cr.
To provision for‘ Optasing By Provision focrus:; "L & j'?ﬁ
plectricity Bill , 30,000 |  Doybyfy Debts; '\
To provision for Claim for Existing i
Damages Less: Required 1',,175 \ ‘
By Sundry Creditors o 2 500
By :
' wiclll ;
R PARTNER'S CAPITAL ACCOUNTS | Cr.
‘ @ Atal | Madan Mehm Particylars \Madan \ el
To Profit & Loss By Balance b/d 1,50,000| 90,000
] Alc 12,500 By Workmen
| To Revaluation Comp. Fund 12,000
i Alc 300 By Cash A/c 40,000
. To Balance c/d By Premium for }
4 Goodwill 1
Alc 4,000
L |
BALANCE SHEET
as at 3lst March, 2025
k Liabilities g Assets \ 4 :‘
- Capitals: Land and Building 1,50,000
. Atl Machinery 40,000
Madan Patents 5,000
) Mehra Stock 27,000
- Sundry Creditors 17,500 | Debtors _
Provision for Ouistanding Less: Provision for
Electricity Bill Bad Debts 45,825
Provision for Claim for Damages Cash
T L

PROBLEM 10,

P and Q are partners sharing profits in 3 : 1. R is admitted and the partners decide
'0 share the future profits in the ratio of 2 : 1 : 1. The Balance Sheet of P and Q
8318t March, 2025 was as under:
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L iakalities L 4 Assets '
Creditors 30,000 Bank

Profit & Loss Account 60,000 gfr:":’f! ““
! Prove o
(S AP 3.50,000 Prepaid Expenses gy
Q 2.20.000 5,70,000 Plant & Machinery | "N
- Premises N
6,60,000 im
N 3“
R |

Following terms are agreed upon. |
(1) R's share of goodwill 1s valued at Z20,000 but he 1s unable to by;

: it in
(1) R brings 1n capital proportionatc to his share of profit in the firm =

From the information given below, complete Revaluation Acc~'
Accounts and the Balance Sheet Cﬂ

Dr E f
Particulars 4 Particulars 3 N
To 7 !
To
To , I
To ’ ,
| ] T
l = ==
Dr CAPITAL ACCO}_JNT_'S &
Povews | P | @ | R | Pertiewas | P T g}
| T z 7 ? ? ?
To ] By Balance b/d
To Balance c/d | I ... | By
| , | By R’s
)‘ / Current A/c
| | ' By Bank Alc
[ | R
BALANCE SHEET (After Admission)
as at Ist April, 2025
Liabilities I A Assets t
Creditors 30,000 Bank o
Electric Charges Outstanding 7,000 Debtors 60,000
Capital Afcs: Stock | 44,000
' ' Prepaid Expenses B0
o ' Plant and Machinery 12000
R .. | .. | Premises 3,000
? ! R’s Current A/c i
| ————] —
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HINTS TO SOIVE PROBI Tz
in Stock 5,000 (e, 7
Dccreﬂse. m » +Co 30,000 — tz
M 21,000 G-€ ?31,900 - ¥30,000); Profit on Rev
¢34,000; Balancing Figure on Cr. side of Rev
o the value of Building ¥20,000.
) value of Goodwill ¥41,250; C’s share ¥
B in their sacrificing ratio of 9 : 1.

&), Goodwill.appearing in the B/S 11,250 will be Written Off and debited to
fand Bin3 2.

(4) Balanc® of Capital Accounts 4 222
Balance of Cash 68,750; B/S Total Z4

5,000); Increase in Creditors
aluation based on A’s share =
aluation A/c will be increase

10,312; It will be credited to 4 and

,931; B %1,60,131 and C T40,000;
,14,062.
ﬂﬂﬂ#ﬂwww

ANS“ER KN[)iinwrS 1I)EN)EVE pT“)B[EN‘Qh

1) Loss on Revaluation based on Madan’s share wil] be % 800; Total of Cr. side

of Revaluation A/c 3,325 will be put on the Dr. side and the Balance Figure

on Dr. side of Revaluation A/c will be Provision for Claim for damages T 325
which will be taken to liabilities side of B/S.

(2) Madan’s share of Workmen Compensation Fund is 12,000 and profit sharing
ratio is 5 : 3. Hence, Atal’s share will be <20,000.

(3) Atal’s share of Premium for Goodwill is 4,000 and Sacrificing Ratio is
1:1, hence Madan’s share will also be ¥4,000.

(4) Profit & Loss A/c debited in Atal’s A/c is ¥12,500. Hence, Madan’s Capital
A/c will also be debited by his share i.e., 7,500.

(5) Balance of Capital Accounts: Atal ¥1,61,000; Madan ¥98,200 and Mehra
$40,000.

(6) Liabilities side will be totalled first and the total of ¥3,20,025 will be put
on the assets side. Balancing figure on Assets side will be Cash Balance
T52,200.

SOLUTION TO PROBLEM 10:

D REVALUATION ACCOUNT | Cr.

L _ Particulars L Particulars § . ¥

To Stock 6,000 By Premises \ 25,000

To Electric Charges Outstanding 7,000 By Loss transferred to: ‘1

To Plant & Machinery 20,000 | P’s Capital Alc 15,000 |

To Prepaid Expenses 12,000 | Q’s Capital A/c 5,000 | 20,000
45,000 \\ 45,000
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Dr CAPITAL ACCOUNTS
T » Q e 'kﬂ Particulars P ) .
Particulars : - 4 Bal aa ls <0¥(xx) , ? :
To Revaluation 15,000 5,000 5
ByP& LAk 45000 g :
To Balance c¢/d 4,00,000 230,000 2,10,000 B;; s 000
' Current A/c 20,000
By Bank A/c ..
4,15,000 2
14,15,000 2,35.000 2,10,000’ == & @
BALANCE SHEET (After Admission)
as at Ist April, 2023 _
Liabilities . Assets Ty
Creditors | 30,000 Bank 225‘
Electric Charges Outstanding | 7,000 ! SDebmtockm PP,
Capital A/cs: i j - L4
P 4,00,000 | | Prepaid Expenses z,:
o 2,30,000 Plant and Machinery 1
R 2,10,000 8,40,000 | Premises 3 0y
R’s Current A/c ’Mh
8,77,000 m
§

Working Notes:
() Entire goodwill will be credited to P’s Capital A/c, as he alone has sacrificeg
(2) Calculation of R’s Capital: 3
Combined Capital of P and Q for Zth share =4,00,000+2,30,m=m

4
Total Capital of the new firm =5,30',000x?=?8,40,m

R’s Capital = 8,40,000 x ;1; = 22,1000

OBJECTIVE, TYPE QUESTIONS
(B) State Whether the following Statements are True or False:
Q. 1. When a partner is admitted, it amounts to reconstitution of the firm.
Q. 2. If there are five partners in a firm, a new partner cannot be admitted even
if one partner does not agree to this,

Q. 3. New partner’s share of goodwill is always distributed among old partners
in sacrificing ratio, _

Q. 4. When new partner does not bring his share of goodwill in cash, goodvil
account is debited.

Q. 5. When new partner does not bring his share of goodwill in cash, his curret
account will be debited.




