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(b) A and B are partners, sharing profits and losses in the proportion of 3/4™ and 1/4" As at
31st March, 2021, following is the Balance Sheet of A and B.

Balance Sheet as at 31t March, 2021

Liabilities (9) | Assets (9
Capital accounts Cash in hand 1,15,000
A 2,85,000 Cash at bank 1,10,000
B 1,55,000 4,40,000 | Sundry Debtors em——t—— 1,60,000
Creditors 3,75,000 | Stock 2,00,000
General reservy 60,000 | Bills receivable 30,000
Land and building == 2,50,000

Office furniture =t _10.000

8,75,000 8,75,000

They agreed to take C into Partnership on 15 April, 2021 on the following terms:

(i)  Goodwill is to be valued at ¥ 2,00,000. C is unable to bring cash for his share of
goodwill. So, it was decided that due credit for goodwill be given to A and B for their
sacrifice in favour of C through C’s current account.

(i) C pays ¥ 1,40,000 as his capital for 1/5% share in the futtge‘profits. 3': "- \
(iii)  Stock and Furniture to be reduced by 10%. »

A A provision @ 5% for doubtful debts to be created on debtors.

_¥) Land and building to be appreciated by 20%.

AP Capital Accounts of the partners be readjusted on the basis of their profit sharing
arrangement and any excess or deficiency is to be transferred to their Current
Accounts.

Prepare Revaluation Account and Partners Capital Accounts. (10 Marks)
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X, Y and Z were partners sharing profit and losses in the ratio of _5_?3__ . Their Balance
Sheet as on 31t March 2023 is as follows: sl
Balance Sheet as on 31 March, 2023
Liabilities Amount ¥ | Assets Amount &
Capital Accounts Building —< 2,00,000
X _+4,25,000 | Machinery ————— 350,000
¥ -~2,55,000 | Debtors Z 1,95,000
Z P ~1,40,000 | Stock 1,05,000
General Reserve —— 25,000 | Bank ———— 25,000
Trade Creditors L 30,000
8,75,000 8,756,000

Y retired from the business on 1 April, 2023 on the following terms:
(i)  To appreciate building by 20% and to depreciate machinery by 5%.

(ii)  Provision for debts is to be created at 10%.

(i# Goodwill of the firm is valued at 1,60,000 and Geedwillis-nottobe raised in the
baaks of accounts. New profit sharing ratio will be 5_3. -5‘ 3

(iv) Entire sum payable to Y should be brought by X and Z in such a way to make their
capital according to new profit ratio. Balance of Y to be paid immediately.

You are required to prepare Revaluation Account, Partners Capital Accounts and Balance

Sheet after retirement. (10 Marks)
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The partnership deed of a firm consisting of 3 partners - P, (ﬁnd R (profit sharing ratio
being 2:14) and whose fixed capitals are ¥ 30,000, ¥ 12,000 and ¥ 8,000 respectively
provides as follows: s >~

J)  The partners be allowed interest @ 8% p.a. on their fixed capitals, but no interest to
be allowed on undrawn profits or charged on drawings.

(ii) - That upon the death of a partner, the goodwill of the firm be valued at 2 years
purchase of the average net profit (after charging interest on capital) for the 3 years
to 31st December preceding the death of a partner.

(iii) That an insurance policy of & 25,000 gg‘glh was taken in individual names of each
partner. The premium was charged against the profits of the firm. The_surrender
value of the policy was 20% of the sum assured.

@ Upon the death of a partner, he is to be credited with his share of the profits,
interest on capitals, etc. calculated upto 31st December following his death.

(v) That the share of the partnership policy and goodwill be credited to a deceased
partner as on 31st December following his death.

(vi) That the partnershiﬁ books to be closed annually on 31st December.

P_died on 30th September, 2020. The_amount standing to the credit of his current
account as on 315 December, 2019 waq ¥ 5,000fand from that date to the date of death

he had withdrawn Z 30,000 from the busigess.- DreRQing. Rev Ak
An unrecorded liability g 4 6; 000>_~as discovered on 30th September, 2020 and it was
decided to record it and immediately pay it off.

The trading results of the firm (before charging interest on capital) had been as follows:
2017 Profit 29,340 -
2018 Profit 726,470 | <=>JoC
2019 foss 0
020 PO 21347/ 3l' 12}20

You are required to prepare an account showing amount due to P's legal heir as on 31st
December, 2020.

Note: Impact for unrecorded liability not to be given in earlier years. (10 Marks)
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M/s. TB is a partnership firm with the partners A, B and C sharing profits and losses in
the ratio of}% The balance sheet of the firm as on 30th June, 2020 was as under:

Balance Sheet of M/s. TB as on 30-6-2020

Liabilities Amount | Assets Amount
() ()
A's Capital Alc ~ 1,24,000 | Land 1,20,000
B's Capital Alc “ 96,000 | Building 181 2,20,000
C's Capital Alc “"1,60,000 | Plant & Machinery —— | 4,00,000
Long Term Loan 4,20,000 | Investments 42,000
Bank Overdraft 64,000 | Inventories 1,36,000 951
Trade Payables 2.13.000 | Trade Receivables 1S+ | 1.59.000"
10,77,000 10,77,000

7
It was mutually agreed that B will retire from partnership and in his place D will be
admitted as a partner with effect from 1t July, 2020. For this purpose, following
adjustments are to be made:

7
(a) Goodwill of the firm is to be valued at ¥ 3 lakhs due to the firm's location advantage
but the same will not appear as an asset in the books of the reconstituted firm.

(b) Building and Plant & Machinery are to be valued at 95% and 80% of the respective
balance sheet values. Investments are to be taken over by the retiring partner at
¢ 46,000. Trade receivables are considered good only upto 85% of the balance
sheet figure. Balance to be considered bad. P

{er* In the reconstituted firm, the total capital will be 4 lakhs, which will be contributed
by A, C and D in their new profit sharing ratio, which is g:é:% 7 /

(d) The amount due to retiring partner shall be transferred to his loan account.

You are required to prepare Revaluation Account and Partners' Capital Accounts
after reconstitution, along with working notes. (10 Marks)
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MTP- June 24

The Balance Sheet of a Partnership Firm M/s Alpha and Associates
consisted of two partners X and Y who were sharing Profits and Losses
in the ratio of 5 : 3 respectively. The position as on 31-03-2024 was as

follows:

Liabilities T | Assets 4
X's Capital 4,10,000 | Land & Building 3,80,000
Y's Capital 3,30,000 | Plant & Machinery 1,70,000
Profit & Loss Alc 1,12,000 | Furniture 1,09,480
Trade Creditors 54,800 | Stock 1,45,260
Sundry debtors 60,000

Cash at Bank. 42,060

9,06,800 9,06,800

On the above datq : )/as admitted as a partner on the following terms:

(a)

(b)

(c)

(d)

©

Z should get 1/5" of share of profits.

Z brought ¥ 2,40,000 as his capital and ¥ 32,000 for his share of
Goodwill.

Plant and Machinery would be depreciated by 15% and Land &
Buildings would be appreciated by 40%.

A provision for doubtful debts to be created at 5% on sundry
debtors.

An unrecorded liability of ¥ 6,000 for repairs to Buildings would be
recorded in the books of accounts.

Immediately after Z's admission, Goodwill brought by him would be
adjusted among old partners. Thereafter, the capital accounts of
old partners would be adjusted gfough the current accounts of
partners in such a manner t the capital accounts of all the
partners would be in their profit sharing ratio.

Prepare Revaluation A/c, Capital Accounts of the partners, New profit
sharing ratio and Balance Sheet of the Firm after the admission of Z.

(10 Marks)
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