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, . pconstitution of Pamlership_c;m,gem .......... . éi .
L] e Exiting Potrers_s9 %

M mblc;(a-(%'d D are parthers sharing profits i 1t

. , A0 . " rolits 11 equal : X1

f,,:idg 10 share r.!:e 9roﬁt.s in theratioof5:4:3;2 m?&txn?‘ﬁ?z]:?;m ! ]
. :wﬂ culate sacrificing retios and the gaining ratios for the pariners, ° i 't
3 ' ,,‘...l salulil'on AR 1 111 :.’l
it . 0id Ratio o yCandD==:2,2,2 RE
! - 3A) 45 4 4 4 \‘ ' ' h--

N : 4 3 2 .
NWRB“OO{A,B,CEndD-—:_:_;_ v
B TS YRV REY .

. Ci] ¥
| RECONSTITUTION OF PARTNERSHIP—- i & &7 00" 0
CHANGE IN PROFIT-SHARING RAT. ] Ani B 7ot 8 o
"\MONG THE EXISTING PARTNERS . ; TUTE s
| ¥ Bt == =(-) (Gain)
VERY SHORT/SHORT ANSWER TYPE QUESTIONS "+ | | 19 5,2
Sacrificipg and Gaining Ratie wel 0=; 13 =25 ~gg (Secrifice) -
ﬁoble:@ . . - 1 2 7.4 38
fits and losses in the ratio of 2; 1. With effect from lat I e, S ;
A A p,-,'jfdzno‘i 7, mf}afgrﬂﬁ to share profits equally. Calculate the sacrificing r_agu_l_ ; _ 4 14 28 28 (Sacrifice)
o and gaining ratie. . 4| problegpd / .
! Solution . Wl A 1@ C are partners sharing profits in the ratio of 6 : 3 ; 2. Calculate
' Caleulation of Sacrifice or Gain . the new Proﬁt.sharing ratio and the sacrificiag ratio in each of the following
. Oid Ratioof Cand D=2: 1 cases ! ]
. New Ratio of C an_d D=1:1 ‘ Case I+ If C acquires 1/5th share from A,
4 . Sacrifice = Old Share — New Share ! I Case 21 : IT C acquires 1/5th share equally from A and B.
! Sacrifice or Gain 4-3 3 Solution
, c=2-1.2=3_1 (saifice) " Casa ] *
8726 @ , ; ase ] : P 5 p
' p=11 -3_‘-9'=r-)(5J Gain : 5 3 2
, ] 1 : :
Thus, C has sacrificed Eth ghare and D has gained é-lh share. (B} Share received by G from A _lor _2_ . lori
Problesy 2 3 5 10 i1 f
R, S\end T are partners sharing profits in the ratic of §: 3 : 2. Th o . 3 3 4 §
(tio share profits én equal propt:ln:};n wef April 1, 2017. You are quji(ridgrf: d (€} New Ratio ' . E 10 10 ,-")
{el ifici ti ini tio f
Sg]ur‘?;ﬂe sacrificing ratio and the gaining ratio for R, S and T. 4 -B) (A + B)
Calculation olr Sacrifice or Gain Share of the Partners “ New Profits-sharing Ratio = % : %: -l%or 3:3:4
R .
(A) O1d Share .5 Case HShare Sacrificed by A = 15, C's Gain /5.
10 :
(B} New Share 1 ‘ AS % 2C .
. {A) Ol Ratio — T 10
(C) Difference (A - B) &1 16 1
103 (B) Share recd. by C from A and B . . 1 2
_i 2 11 —— —_— 4 —0f——
=3 s equaily (or 3 X E] 0 10 .5 10
Saerifice . f 4 2 4
Note : The sun of geining ratio shall always be equal to the yup, o g {c) New Ratio _6 ia- 0 ia
; 1
(A-B). (A-B (A+B
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60 SBPD Publications Practical Problems in Financial Accounting XIh) | K D alance Existing Partnery
4, 2 4 T mton e ot 05 & Loss Accoun o
- New Profit-sharing Ratio = = : 1= 1 Tnor 41 2: d or 211:2 : ‘Isrot:le \be chaoge 10 the profit-sharing ra " *50d Geteral Regery, |
N - . H
. g 1 1 : s gion )
Share Sacrificed by A = 0’ byB= T . ' :gol“ Journal Entrie, G
i ‘ | Parti
j Sacrificing Ratio = —::L =1: 1 . BEREY ,,./D,f : Zeulary !
] Prob]en@ 01 - || 7 s Copital Ale Dr, |
i S 1 «« Capital A/
X, Y 2id Z are partners in a firm in the ratio of 2: 3 : 5. On 31t Margy J [pscapital A6 Dr.
2017 the following proposals are under consideration. You are required to find | {; Ta Profit & Loss A
out change in the ratio of each partner: e ,ﬁ,‘: (Being undistributed loss transferred to Partnery
(i) New ratio will be 2: 5: 3, (ii) Z will give 10% of his share to X. iy | Capital As in their o ratip e 3:2)
! Solution A ‘3 General Rescrve Al . Dr. 10,000 ‘
) Case I': ‘ To A's Capital Ale “ 6000 |
: 01d Rati % 5 % ToBs Capital 46 .™." 4,000
(A) 1] E— ﬁ E , |(Being transfer of general reserve ta Partner's Capital
(B)-Less : New Rati 2 5 3 M A/ea in the old ratio i.e. 3:2) .
K S ¢ INEW 0 —_ — — .
10 10 10 | “problem 7

) . o - }  Dhoni and Pathan are partners in a firm sharing profits in the ratio of
Difference or Net Effect {A-B) — - (9= =, 53 %3 They decided to change their profit-sharing ratio to 3: 5. On the date of
. 10 10 " cbange in the profit-sharing ratio, Profit & Loss Account showed a credit
' 2 2 N :balance of ¢ 50,000 and General Reserve of 24,000. Record necessary Journal _——
Thus, Y has gained ~—th and 2 has sacrified ——th share. In case of X, No:| 'entry for'the distribution of the balance in the Profit & Loss Account and
10 10 : 4| *General Reserve beforc the change in the profit-sharing ratie. ,

[N
Pt

' " No Change Gain ’ Sacrifice

i .

Case I : | “Solation .
) ' ¥ y z il % L < Journal Entries Dr. Cr.
, i T
(A) Old Share 2 2 5 If - Date Particulars * L-F;' z
49 10 10 Il [Profit& Lose are : _ Dr. 50,000 o
(B) Z gives 10% of his t\. To Dhoni's Capital A/c \BT80
share to X sl S e L To Pathan's Capital Alc .
20 10 100 20 |% (Being undistributed profit transferred to Pariners )
} Capital Afcs in the old ratio, e 6:3} 000
_ (C)} New Share . = - & WL S ! General Reserve Afc pr- 24, 15,000
20 10 20 20 _ s . L
. New Ratio = ..i : 6 . 1 or5:6:9 ' i To Dhoni's Capital A/ 9,000
20 ) 20 20 ’ - To Pathan’s Capital A% _—
Thus, X has gained . and Z has sacrificed L share, In case of Y, thereis (Being transfer of general reserve 10 Partuers’ Cap
no chaoge . [l peinadrmiiesn
. . i No“ ' Account
Accounting for Distribution of Accumulated Profits and Reserves P ¢ Clp g ihe General Reserve
Problem 6 : “Toblerrg ' . fisin 5: 2 : 3 ratie The=
A and B are partners in a firm sharin i ; ' Xy in a fim sharing Pro in Ge Resenve:
. g profits in the rat : ! »1d8d Z a rtners in a il 000 in General Resenve,
dec;id:;lhzi:hareﬁpmﬁts and losses equally. On the date if! ucﬁgx?éezi:?:]z)e' N g;:anee Sheet gt ?12:2017 showed 2 wgﬁ;om;d the necessary Joemasl
o & ratio, Profit & Loss Account showed 3 debit balance of £ 40,000 ", i Entyy 42017 they will share profits S0 5 o X Y and Z decided mee 32
Eive effect to the above arran®

and a General Reserve of T 10,000, Record the necessary Journal entry for the . [ F dogg th

' ¢ General Reserve Account.
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\ ) o™ ['and Mayank are .
Solutien ¢ Sucrifice or the Gain Share of Partners -« | ¥ Mﬂnad:cidﬂd 10 share fut:;nnm 1.2 firgy g
Calculation o R They . € Profity . ring profing .
Sscrificing Share = O1d Share — New Share v} 82" paring ratio, the Profyy gy 9 *ally oy datg 0 1Be ratio of
R A LI PN e e oty s o
10 3 30 3(3i : e '60{.20?1:0{"‘ & Loss Accognt before the ¢ ?gi“}';ftl:distribution of the b:I:,g:
Y =1% - % Ef.g% = (-)(%] Gain, being negative ré&ulg ‘;r: it and 1.0s8 Account ig pot tloged. e proﬁbshan'ng Tatio if the
’ ) tion
3 1_9-10 1 U oo s | tation of the Sacrifice
=2 Li P o (—)[—) Gain, being negative Caled O the Gain g
1 3 30 30 res:\]zt E2 Sacrificing Share = .'?]d Share - Ny Shars hare of Partners
Thus, sacrificing partner's share of General Reserve to be mmpensated'i,; L Mrinal = 5 _1 5-5 =1 (Sacrit .
Gaining partners in their Gaining Ratio fe., 4 : 1, Share in General Renm \ 25 1z 10 1p acrifice)
5 _ ' . il . 4_5
. =—x60,000= 210,000 to be compensated by Y gt ==-c=""0% 1),
saaificed by X = 25 pensated by Yand Zin4 o Maysak =7 -> TR (ﬁ] Gain, being negative resyy
Le., ¥ 8,000 and ¥ 2,000. . e - : A . artner’s sh /
Journal Entry Dr..- _Cr {,{ Thus, pAIDIDE P TS share of undistribyteq loss to' be adjusted
Date Particulars LF r 7 "l zGU,OOOXE = 36,000 ‘
- ————,,
2017 ' ’ * I . a ol J
April 1)Y's Capital Ale Dr. gooof VT ,i______ — ournal Entry o ¢
Z's Capital Alc . Dr, 2,000 :"*;’7' % Date | E T A;’ ticulars LR 2 ?
To X's Capital A/ " 10,000 | ;- Mayan 5' all" < ) o Dr /6,000
(Being proportionate share of Genera! Reserve S .TP Mnna! s Cap’ht:l chm _ 6,600
S it S e —
Not to Close Profit and Loss Account . ’ f e | — — y
Prablenf 9/ ' “vg | Notto C 1Profit & Loss Account and General Reserve Act:'ounz
Ab:Q.nd Vaibhav are partners sharing profits in the ratio of 2 ; 1, They { -;Problei 11 / .

decided to share future profits equally. On the date of change in the { ¥ Aand B are partners sharing profits in the ratio of 3 : 1, Their Balance
profit-sharing ratio, the Profit and Loss Account showed a credit balance.of | “Sheet showed a balance ofZ 20,000 in General Reserve Account and 230,000 in
124,000. Record the necessary Journal entry for the distribution of the balance | profit & Loss Account. They now agree to share the future profits equally.
in the Profit & Loss Account before the change in the profit-sharing ratio if “Tnstead of closing the General Reserve Account and Profit & Loss Account it is
they decided not to close the Profit & Loss Account. 2 1 . decided to pass an adjustment entry for the same. You are required to record
Solution Y e vecessary adjustment entry to give effect to the above arrangement.

Caleulation of the Saerifice or the Gain Share of Partners 4 |* Solution
Sacrificing Share = Old Share - New Share o Calculation of the Gain or Sacrifice of the Partners

»

ve.

Abhay =§ -% =—;§ ar (Sacrifice) , i Sacrificing Share = Old Share - New Share

_ 32,8 ; , I : 3.1.8-4_2 10 vifiee)
Vaibhav 3725 " (~) [E] Gain, being negative result. - i A "4 2 8 4 - .

o . L ¥ 11 2-4_ (_)(§)= (_)(_{]Gam,beingnegatweresulr.
Thus, gaining partner's share of profit to be adjusted = ¥ 24,000 xg s : B=I_'§ T8 8 4
=7 4,000 ‘1 ’ Adjustment of General Reserve and rofit & Loss /e

dJournal Entry Dr. Cr. i ) ' 1’ . !

Dote Particulars 2 N DS % () General Reserve : ?20,000"Z= 5,000

Vaibhav's Copital & Dr, sooof Ly 0.000x>= 7500 :

(Be;: ::::r{i:na:::::m Af;mﬁt . 4000 [ ) Profit & Loss Alc : ¢ 30,000 i — .

| existing partners) A S Total (2 +, b= 2=

P N\,
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Journal Entry Dr. Cr \

Date Particulars LF. :2 50'0 -._? D
B's Capital Alc Dr. » D)

Ta A's Capital Ale .‘.-,2'500

{Being proportionate share of Generu, Reserve and Hag

Profit & Loss A% edjusted between existing _!}:‘“‘.':i

Problem 12 . S
A, B and C shared profits and losses equally. They mutually dec1dedtu
change their profit-sharing ratio to 5 : 3 : 2 respectively. On thehc.!aﬁe oftl,2
change in the ratio, they had the following undis!:nbutcd profits whic Deedy,
be adjusted because of the change in their ratio : ’ , 2]
(i} General Reserve 48,0y

..., (i) Contingency Reserve ' 98,009
7" (iii) Profit & Loss Account (Credit Balance) 1,320
% (iv) Joint Life Policy Reserve - 1,50,00

‘Solition .
L+ L Calculation of Gain/Sacrifice Share of Partners
Sacrifice = Old Share - New Share

Azecm—= = {—
3 10 30 e
B2 3 1029 1 coerifice)
3 10 30 0
=l 2 =M .,,i {Sacriiice) - L,
3 10 30 30 o,
2. Calcnlation of Total Undistributed Prejits I 4
“t () General Reserve 48,000
(ii) Contingency Reserve 96,000
(iii) Profit & loss Account . 1,32,000
(iv) Joint Life Policy Reserve Account 1,50,000
: . Total 4,26,000
3. Proportionate Share of Gaining Partper o

A= 4,26,000x§56 = 271,000 S 1
Proporticnate Share of Sacrificing Partn‘ers : ’
B= 4.26,000 % = 114,200

C=4,26,000 x % = 56,800

Journal Entry

Particulars

A's Capital Afc
To B's Capital Ale
| 7ToC's Capital A
(Being adjustment for all reserves)

ive one entry for all reserves to make the necessary acljustmentlsf_ ”

E
.

! :
)
'

' !e
Pfﬂ‘;( Q are partners gh

’ ArINg profit ang 1ge =
L share future profit o - 2ivand losg in the rati .
deciBC b0 5% rect of the follom . 518 the ratio g g gy a0 0(5:3:2, They
ord t by pasem 8 Profit, reserveg ang 1. 11eY 2lso decide to
geir pook values by passing » Single entry : ‘a“d lossen withaut affecting
. ‘ Book Vol
" profit & Loss Alc—Credit *ue
General Reserve 70,000
+.. Advertisement Suspense Afe 20,000
ol 1+ Caleulation of Net g -
i 1 : Calculation of Net .
Step : | et Effect of Proﬁt! Reserve and Losses
;  profit & Loss Ale (Credit) T
Y Add : General Reserve , 70,000
: oy, B2
: Less © Advertlsen_wnt Suspense Afc 36
’ Step 2 : Calculation of Sacrifice/Gain 24000
. Old Share  New Share Sacrifice/Gain
& B (A-B)
X's Share — — S5_.2_3 i
. 39 130 I:? 0 10 (Sacrifice)
' h g f— — i ]
;. Y’s Share 120 e L TD TR {Nil}
. T 5 2 5 3 .
Y 7Zs Share — . —_ —_———= () (G
e 10 .10 0 10 Oyg (e

.+ Here X sacrifices and Z gains, Hence X will be compensated by Z for net
gain, ' . . ..
~ Step 3 ¢« X will be compensated with 2 54,000 x %: 7 16,200

Step 4 ¢ :
? Cr.

. Adjustment Entry - Dr,
. _Date Particulars LF. 3 T
¢ Z's Capital A/e Dr. 16,200
\ To X's Capital Ale 16,200
N {Being the adjustment made for net profit, reserve
and loss)

4l :Adjustment for Revaluation of Assets and Liabilities

+Proble |
: an rsinaﬁrminﬂleraﬁoof524:2.

* . Shankar, Babita and Vishal are partners io : "2+ 5 On this
08 15t Apri1, 2017 they decided to share profits in t:‘e?,;ﬂ?u%? oi:'3 ;:s;et: and
aboneral reserve was ¢ 34,900 and 1o hould be made without

Alibilitjog :ded that adjustment s
: was T . It was decided that adjust t. Make
f tering th : p gi:feosﬂ o ;"ssets and liabilities in the Bal.a_n‘t.:e Shee

“justient by a single Journat entry.
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Solution . 4ion of 59 _ New Share .
o Catculation € a1q Share _
é’iaqﬁcfns Share —50 4 _45-44 =L (Sacrifice)
Shenkar =37 79~ 99 98

4 3_36-33_3 (sacrifice)
© 99

——

“

r.".";:'
£
i,
. 1

Bﬁbita"u 4 9922 4 ' "i,

2 2_18-22_ 2 ) Gain, being negative rgey
vishal =’i'l' "5 “Tog . ) 99 al.n' g 1:8‘311]{

i ' justment) : 24

(ii) (a} Gaining Partners Sha‘re of Prof'}t {for .Ad;us 34}
General Reser\';-;e Auatio 5’9W

. Loss on Revaluation

Lass : Lo ' Net Effect ﬁ“*xf“"zg!

4 "1

Hence 4 29.700x§§ =, 71,200 e

. 1 ER

Sacrifice = ¥29,700x.— = T 300 Y

(b} Shankar’s Sacnil %9 . &{

() Babita's Sacrifice = 29,700 = 900 ,ﬁ
(i) - Journal Entry Dr. bc,-«
Date Particulars LF| . % A
Vishal's Capital A/c Dr. © 1,200 R

To Shanker's Capital Afe ! %)

Ta Babita's Capital Afe '
(Bging net share of profit adjusted) i

Pmblenﬁy - ' oot
C and-B who share profits equally decided to share future profits in the| - -

ratioof 3: 2. For thi:',‘pi]urpose assets and liabilities were revalued as
(i) Building will increase by 2 49,000.

L tively, '
(iii) Unrecorded liability is to be recc:ded now at ¢ 6,000.
(iv) The balance of general reserve was T 40,000 and

Account showed a debit balance of T 20,000,

(it) Furniture and creditors will decrease by ¥ 4,000 and 2 2,000 re: p&}

Profit and Loss|

A

under:.
eIl

A R

Recons!irutl'on of Padnemhip“c’lang _
e in

.......... Existing Partners 67

~~Revaluation Afe

To C's Capital Afe Dr, 32000

To D's Capital Aze 16,000
(Being transfer of profit o revaluation i o34 rec 16000
General Reserve Afe OX ratio)

To C's Capital Ale Dr. 40,000

To D's Capital A/ 20,000
(Being distribution of General Reservg in old ratio) 20,000
C's Capital Ale . o
p's Capital A Dr. 10,000

To Profit & Loss A/e . . 10,000/
(Being-distribution of loss in old ratjo) 20,000

. oble 16 . . N )
PO he ?2114"“2 is the Balance Sheet of S and T on 31st March, 2017. They

re profits and losses in the ratio of 3 : 1. They decided that in future they

vﬂill share profits equally : .
Liabilities Amount Assets Amount
? ?

. Creditors 1,00,000|Business Premises 1,00,000
Bills Pavable 10,000|Furnitare 4,000
Profit & Loss Alc 40,000)Stock 3 80,000
General Reserve 16,000|Book Debts 64,000
Capital Afcs T Bills Receivable 12,000

'8 1,00,000 | ' - |Cash at Bank £0,000

T 84,000 | 1,84,000|Cash in band 10,000
3,50,000 3,50,000

- On the date of change in pToﬁt-shariug ratio, they decided that :

he appreciated by 20%.

PO A ises
(i) The value of business premise: Ay

(i) Stock and furniture be reduced by

(iti) A reserve of 5% be created for doubtful debts on book debts.

Prepare the Revaluation Account.

follows
2:3

3. Their Balance Sheet as o 5}

.

: _i1l Solution ™ ,
smur;?:i the necessary Journal entries to record the above. i Dr. Revaluation Account \ - Cr.
) . I ieulars
Journal Entries D ‘ ' Particulars ? Parti
7. Cr.. — ariicu : mises Ale 20,000
__Date Particulars LE z z To Stock Alc 8'033 By Business Pre ’
Building Al | e —1{;  ToFurniture Alc 4
Creditors Afc - Dr. 4(2)’333 . c " ToReserve for D. Debts Alc 3,200
To Revaluation Alc ' o0 To Profit transferred to ’
(Being increase in the velue of building and decregge 42,000, Capital Ales :
. |_._tn the amount of creditars) . . ‘ i. S 6,300 ' J—
Revaluation Alc _ ; Y 8,400 20,000
To Furniture Ale Dr. 10,000 B } T 2,100 W =
To Unrecorded Liability ) 4,000 — | o
{(Being dec in the * CO
mﬂi.fz of unrecorded n:i'a“ﬁﬁ furiture and recory. GO0 When Rey; d Values are not {0 be Re io of
‘ ' \L[/"‘ 4 “roble 17 o firm sharing profits i the ratio o
' in .
- Shga and Saxena are partbes S o 2017 is as

e o e ——
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Liabilities " {Land 1,20.000‘
Capital Afes : 0,000 Building 1,00,09,
Shukda 11‘,,0'(',00 300000{Plant . 1,00,0gq -
Saxen& == 1,20,000] Tnvestments 1,00‘000 |
Creditors 4.20,000 4,20 305 -
—_— a1y ——-‘-\
e vets : Land € 8,00,000 and Building 2 90,000, .~
Revaluaho "~

31, 2017, the partners decided to share profits equally

" 1_
On March With |

: IR uired to record A
e oS, 27 Yo re v 0 econd th necesary dourg |
Z‘;‘]"::o?d prepe Journal Entrics Dr. Cr.
Solu 4
—— Particulars ) LF| T, T\I
e Dr. 180,000

To Revaluation Afc
(Being appreciation in the value of land) oo
Revaluation Afc Dr. | - 10,000
To Building Afe ‘ o
(Beinz decrease in the value of building) )
Revaluation Alc . ‘ : Dr, 1,70,000 i~
Tr Shukla's Capital Afe A : 68,000 .
To Saxena's Capital Ale 2 ' 1,02,000% "
{Being transfer of profit on revaluation in old ratio) . ,‘*'
Dr. Revaluation Account Cr: ? i
Particulars X Particulars T 34
To Building Afe 10,000|By Land Ale 1,80,000 7.
To Profit transferred to : RGE
Capital Afes : . ot
Shukla 68,000) - S
" Saxena 1,02000 | 1,70,000 ]
1,80,000 1.80,000
Probleny 18 f»{
Munda,Manjhi and Murmu are

liabilities by passing a single Journal entry :

partners sharing profits and losses in the §
ratio of 5 : 3 : 2. They decide to shar future profits and losses in the ratio of .1

2:3:5 with effect from 1a¢ Apnl, 2017, They decide to record the effect of the - I
following revaluations without effecting the book value of the assets and “|!

»

—aaan

o
sy

golution
1. Caleulation of

. Effe,
) Increase in Valye of ect of Valuagion .
Add . Decrease in ui ding L 4
: se | Ovest, 0,0
. oo R l;lt téle,evall.te of Plant Zl:: t:Tachin,z (10,03?;)
2. Caleulation of the g it on Reyalyag: (16,000)
4 e in or §p e aluation 5o~
‘.| Sacrlﬁcel = Old are - Newagrhlﬁce of share L@—é__oo—-.—i_
¢ Munda:-i.hg__ . .
L 10 10" E(Samﬁce)
Manjhi = i_i;gN.
I T IS TR T
Murmuz 2 _ 5 _
3. Calculation of Prq
iVIunda -‘40 po-wgn of Net Profit on Revaluation
. . 3
D.!un:m —‘40,000x—13= ¥ 12,000 (Debit)
o Jourﬁal Entry Dr. *Cr.
: ) * Date Particulars’ LR T 4
2007 1.
~ April 1 [Murmu's Capital Afe Dr. 12,000
Vo To Munda's Capital A/ 12,000
.*%  |(Being proportionate share of profit on revalvation
S adjusted between existing partoers)

Accoun}i [ eatment of Goodwill - . ‘\
* Problem(19 / , %
-+ AandBare partners in a firm sharing profits in the ratio of 3 : 2. With effect

O

from ist January, 2017 they agreed to share profits equally. For this purpose
+*, the goodwill of the firm was valued at ¥ 30,000, Pass the Journal entry for the
™ treatment of goodwill. .o

" Solution
Calculation of

Sacrifice or Gain Share of th;: Parst;:pr(s_.}

i = 0ld Share — New Share,
Sacriflc Sg:;r? = New Share = Old Share
: Old Share of A and B=3 :. 2 .
b New Share of Aand B=1:1

Particulars " Book Value Revised Value
B 4
Plant & Machinery 3,00,000 2,980,000 .
" Land & Building 2,00.N00 2,50,000
Investments 50,000 40,000
Sundry Creditors 60,000 | 50,000

Required : Pass the necessary single adjusting eatry,

2 1 _4-5_ i](cain) ‘
=3.1.8-5_ 1 gaerifices B35 (10 B
5 2 10 10 s e —
N . : ted 30,000
‘.::jf . Thus the gaining partner's share of goodwill to be adJI:S g . 10
.".:'.=!3.-000 . Lo ' y
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T
Forticulars —
g]‘;’; Dr. 30000 .
Jan. 1 [Bs Copial A€ 3,000
Be-To A'S::’_l:::“ share of goodwill adjusted between R
(Beins Fing partmers —
] . Y
Problem{29, ners sharing profits in the ratio of 3 : 4. Good
. R‘zltnapp{frhﬁ:r;o%%?bit itis ‘}\;ortl; 742,000. The partners decid:’ilul
oes o s i the ratio of 4 7 9. v
Shl%ggg':urg ;;“:g:g."tlo record the above change. ) L
SOIn(tJI;l;ulation of Sacﬁﬁ;:e;’(gai;'l : 1 -
Ram =-§-—-? =—;— = ‘-)[?) {Gain) e
Shyam =$ -g =4—;—3 =% (Sacrifice) .
Goodwill = T 42,000, .
- Rams Gain = 42,000z =7 6,000 {to be debited) | oy
Shyam's Sacrifice = 42,000 x% ~76,000 (o be ereditéd) R
. 2]
Journal Entry Dr.-  Cro
Date Particutars L.F T T
Ram's Capital A/c Dr. '{5,000
To Shyam's Capital A/ 6,000
(Being adjustment made for goodwill due to change in )
profit-sharing ratio) *

LONG ANSWER TYPE/COMPREHENSIVE QUESTIONS 3

Problem{21 e{\ L
Jain Gupta are partners in a firm sharing profits in the ratio of 2:3.

Their Balance Sl‘:eet as on 31.3.2017 was as follows :

Liabilities 2 Assets T
3 Land 60,000
Jain's Capital 90,000 Building 50,000
Gupta's Capital 60,000 1,50,000|Plant 95,000
Creditors 40,000|Profit & Loss Ale " *5,000
General Reserve 20,000 '
2,10,000 T2,10,000
—

The Goodwill of the firm has been valued at 7 7.
Building % 45,000. On 31st March ed at ¥ 75,000; Land 7 1,50,000 and
equally with effect {from April l-1. 23(1)%7 the partners decided to share profit
sy '
i ass the necess " .
Aocontnt. ary Journal entries without opening Revaluation’
(i) Prepare the Capital Accounts of the partners . -

v

(iii) Prepare the Balance Sheet of the reconstituted ﬁrm.

Reconstitution of Partnershin—(hynoe :
ngem ..,,.

Working Note? *
(1) Calculntion of the Gain or Saeris
Bacrifice = Old Share — New g, e of Partners :
Gein = New Share -0}d Sh:r':

- EXiSting Purtners 1

arch 31, 2017

losses in the ratio of 3:3:
April 1, 2017, Their Balance Sheet 25

) Liabilities
“Sundry Creditors
General Reserve

1,650,000 Cash at Bank
§0,000 Bills Receivable

Dinésh; Ramesh and Suresh )
: 2. They dec:g;d l\tf share the pro e e follows :

Jain =~ ._2 5-4
275 1o 15 00m .
Gupta =§-1=5_‘§_, 1 .
. 5 2 10 16 {Sacrifice)
- (2) Net Effect of Revaluation of .
Increase in the value of [;l:du(t?;;tgo;nd Liabilities ¢ .
Less : Decrease in the value of B;n'ldi.n- 60,000) 20,000
Net Prefit on Revaiuation g (€ 50,000 - 45,0001 5:000
Adjustment for Goodwil} 85,000
. Total Profit b
: . ol
Proportionate Share of Gaining Partner = 1,60,000x lio v L8000q
' (i) Jo ;
f— urnal Entry Dr. Cr
Date Particulars LF ?
— - A 4
Jain's Capital Afc Dr 16.000
To Cupta's Capital Ak ' ’ '
{Being share of profit on revaluation aad goodwill 16.000
:‘x:ansfer:trgq to sacrificing Partoer's Capital A/ in
. is sacrificing vatio) — -
“ Dr. (ii) Capital Accounts cr.
- “pote | Particulars | Jain | Gupta | Date | Particulars | Jain Gupta
4 2017 4 T} 2017 7 7
April 1 To Profit & Loss April 1 |By Balance t/d | 90,000, 60,000
. “arc(2:3) | 2000] 3000 ° |Bydain's
To Gupta’s Capital Alc —! 16,000
' Capital Ale | 16,000] . — By General
. To Balance ¢/d | 80,000 85,000 Res.{2:3) 8,000 12000
98,000{ 88,000 .| 98,000 £8,000
(iit) Balancc Sheet of the Reconstituied Firm
) Liabilities i Assets ¥
K 7 Land 60,000
Jain's Capital 80,000 Building 5?'000
Gupta's Capital 85,000 1,65,000|Plant 95,000
Creditors 40,000 5 05.000
2.05.000 _ . ,.*—2—;_‘3‘——{::.0—0
. e
Note : Genera] Reserve and balance of Profit & Loss e (loss} have been distributed in old ratin.
Probleny 22 i d
in a firm sharing profits a0
are partoers 10 a firm o sqally w.e. I

40,000
50,000
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Partnecs’ Loan : T Sundry Debtors . ) o provision for Doubtful Depeo
Dinesh . 40,000 Stock . 1,20,% , Profit transferred to .
Ramesh 30,000f 70,000)Fixed Assets . 2,89,% Dinesh’s Capzl.:a] Ale 15,009
Partners’ Capitals : - ! ' it N Ramesh’s Ca?xtal Al 15,000
Dinesh 100,000 . ewr guresh’s Capital A 10,909
Ramesh 80,000 S TR
Suresh 70,000 2,560,000 _\ _ ===
5,50,000 : 2800 f — EXisting Pacipepy oo
—_— o Dinenh, Roment] s 22Pital Accounts
1t was also decided that : ' . R /Pg_f_‘,‘fﬂ-— - 2 -si‘_’.'ﬂ_ Partivutary [ p; —
1. The fixed assets should be valued at ¥ 3,31,000. - GE LT _ , T T ————2e%h (Ramesh| Suresh
2. A provision of 5% on sundry debtors be made for dout?tful debts,'c'" ;- .mo Balance 1450 By Bal t ? 2
3. The value of stock be reduced to T 1,12,000. _ conb T dd +45,0001 1,25,000 1,00,000] ~ g e
Pass the necessary Journal entries and prepare the revised Balance Sheg| N S : By Reval 1,00,0001 80,000( 70,000
of the firm. . : WCERD) ation 4% | 4
Solution _ _ - o | . By Generny 5,000/ 15,000( 10,000
In the Books of Dinesh, Ramesh and Suresh TN I . serve
. Journal Entrigg T De Cro, 1,45,000/1.95,000 1,00,008 Ae -200001_30.000 2000
Date : _Particulars ™~ LF| . X Tise L = 145,00011.25,000 L00,000
2017 N : N Balance Sheet of the Reconstituted Firm
April 1|Fixed Assets A/c 7 Dr 51,000 itk ) (as on Aprit 1, 2017} Y
To Revaluation Ale ‘ ' H L e—— iti T
(Being increase in value of the fixed assets) ' Liabilities | Amaunt —— Assets | Ampunt
RevTalugtio?{ Ale ' Dr. 11,000 g T 7
o Stock A/c . ' ! dry Creditors . 1,50,000|Cash
To Pravision for Doubtful Debts A/c R Sunmr;s, Loan : o B;I:s l:; Bfmi[ 48,000
(Being decrease in value of stock and creation of ' i . Par X cetvable ¥ 50,000
provision of doubtful debls) : a2 17 Dinesh 40,000 . |Smadry Debtors 60,000
Revalvation Alc J Dr.| 40,000 Y4, 7 Ramesh 30,000 70,000]Less : Prov. for Doubtfisll
To Dinesh's Capital A/c . 000, % Capitals: e , Debts 3,000 57,000
%g gﬁﬁ:;]?'scgar'ﬁ?wc ig:ggg ° :‘ 1’Dinesh 1,45,000 Stock 1,12,000
s Capi c . 7 g .
{Being profit on revaluation transferred to Partners' 10’00? : -, Ramesh 1,25,000 Fixed Assets 331,000
Capital Aes in old profit-sharing ratio} ) A O Suresh 1,00,000| 8,70,000] - )
- [General Reserve A/ Dr. 80,000 e d 7 .o 5900001 90,000
To Dinesh’s Capit_al Ale ‘ $ l .
%g ékai’lﬁi}"sscﬁi‘fiﬁﬁ° ‘ gg.gggé "' . Miscellangous and Boards' Questions
(Being general reserve transferred to Partners’ ~ . * . 1 Probleng 23 s " .
Capital Aes in old profit-sharing ratio) . sl X, Y'arid Z arc partners sharing profits and Joss2s in the ratio of 4:3: 2.
. . . vl S0 ; in the books, but its worth is 7 36,000, The partners
Working Note : © b Goodwill does not appear in e books, ton. Give @ Journal entry to
" 1. Caleulation of Gain or Sacrifice of Partners : ' “y *ti, decide to share future profits in equal Pf°p?r.mn' e a,; in or Joss due
Dinesh Remesh Stican a4 record the above change. Also indicate the mdmdulal pare s,(gg E.B, 2013)
?I:; g::nS;::. 0 o 28 - i f ~ to change in ratio. Shew your working notes clearly. 5. Ty
Difference (A ~ B) 1724 (Sacrifice} 1724 (Samﬁc_ﬁ_‘,]f,z ¢ (Gainy o Lo Solutmn .
Dr. " Revaluation Account el E Calculation of Gai or Sacrifice .30 29
Particulars Amount " Old Ratio :X:Y:Z=+4 ;,:20,419.31;39.1]3
ourn i | iy 21 3 LA
4 —% Amount_if ., New Ratio : X : Y:Z=1:1:10" 11ﬂv Y 2Zl
1y I8
. - . ‘ 1 . 3 1
To Stock “8.000{By Fixed Asset, ¢ "% "9 3
——— s C - ; - Share —-7 5 9 3
—— 51,000 2 Sacrifice = Ol Share - New 93 v
' BRI Y
. lt
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2. It was agreed that :
(i} Stock to be valued at ¥ 11,000, -

(ii) Machinery to be depreciated by 10%,

» they decide that profit-sharing ratic among them

} From 1st April, 2017

0
. Ret
. cal T :
74 SBPD Publications Practict’ 77 4-3  3-3 9.3 . Giding A
== "3 = e To Revaluation Afe.
e f1 (Being appreciation in the vepy, o Sulding)
9 9 caluation Ale :
Sacrifice Nil Gain ¢ To P's Capital Az
. X ital Al
. 1 in favour of Z. To Q's Capi
So, X Sacrifices §th share . K To Ra Capital A/e 52,75
Journal Entry Dr. Cr. ing transfer of profit on re, ation 1, 528,75
Particulars LE.| Amount | Amoup,”. (B Yes of partners in olg Pmﬁt-lharfng raué: )CIPi!a] 35250
Date . y
* 14 ? o « ——
. | g Note' e
Zs Capital Ak Dr. e IR (X g —— vt g .-
To X's Capital Ale 4.000°; f/m ;
will accounted for on change in profit-sharing ratio) i F -
(Gond . T’Swd“ ery 4,000
Working Note l 1a}f‘a'm Realisation trans
orking : 000 profit on L 4
nadwill =& b Wdtet 52875
Zs Gain = 2% 36,000 =7 4,000 ' o| ¢ psCapita o 528.75
. -4 . Capi:al g
. 1 = o | § QS

X's Secyifice = B x36000=7 4,000 - é li Copital (2/8) 352.50
Problem{ 24 L e . v

P, Q and R are partners sharing profits and losses i theratioof3:3:9 | '/1,'1.:-2? :

ir Balance Sheet as on 81st March, 2017 + as as follows ; | Pro -
Their Balan - was as follo —— [, TheBalance Sheet of P, Q and Rsharing Profits and losses in the ratio of
Liabilities T Assets T . 3:2: 1ason 31st March, 2017 is as follows -

- _ﬁ-> N i - . . H_ﬁ__*_
Creditors _ 6,000|Cash ST00° 1 =" Liobilities ? Aoty -
Capital ; T Debtors 4400, W 30,000/Cash 3.300

P 20,000 Stock 12,000, 1| s T | Bank 12500

Q -15,000 . {Machinery 15900 | ;5 60,000 Debtors 25,200

R 15,000  50,000{Building 20,000° °} fg 60,000 Stock 30,000
56.000 56,000 | g 30,000| 1,50,000|Fixed Assets 1,09,000 -

. —t ! UEE ——

—— : " 1,80,000 180,000

. i} === e

Partners decided that with effect from 1st April, 2017 they would share ; -
profits and losses in the ratio of 4:3: .

g
r

(iit) Building to be appreciated by 20%.

Pass necessary Journal entries. (JAC, 2014) -

Solution . ,
Journal Entries Dr, Cr.
Date Particulars L.F, 4 4
2017
Apti), I Revaluavion Ade
To Stock Afc 1,000 ,
Toe Machinery A/c 1,550
(Being the decrease in the valye of agsets) °

. ‘A‘ﬂ_ﬁ._ —

L : . in at
ud their capital should be equal. The total eapital of the firm is to remain x
150,000 Any deficiency in the capital of a partrer is af].o ﬁ&mzzﬂ:&n n;‘?ﬁl;

; xg‘rﬂ;ﬂ}’ surplus in capital to be paid in cash. Pas’s Joun? e ;JAC.. i the

i Sf)lution . .

] 4 Total Capital of the Firm = ¥ 1,50,000 s

j % *Capital Contribution by each Partuer =21,50,000 x 3 =50,

N P | e® | ® 0

W om—— 50,000] 50,000

R Capita] NS required gg»g 60,000 20,000

AP o ap; - . e

; apital 10,000] 10,080 .=

i} Exeegg Capital to be Withdrawn (B - A) - It 20,00

i \Mfﬁency to be brought in (A - B) .
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Journal Entries ------""‘DL"I G | roﬁleﬂédf' : | Y ‘ 1

___._/ LEL T | N g s and e ance BT ship in a fitm sharing profts i _ |
N . g .0 Ther Dce Sheet as on 31.3.2015 waq asg fg;ioowtss . the ratio of

. o !

Pariiculars 20,000 A
por | B T 312" Balance Sheet of R, S and T (ag oy 31s s

R4

Bask Alc . |
To R's Capital At . ms Amo
(Being the npoust brought in by R0 2¢<¢ aptsl | &l z""' Assets Amount
defichency) Dr. 10,000 . T
P's Capital Al : 10,000) ol pedito® 50,000|Land 50,000
Qs Copital A6 g st 20,000iBuilding 50,000
To Bank Afc ot | Reserve "1 30,000|Ptant f
1o ¢ Q) ¢ nerd E L 1,00,000
ing the escess copital witbdrawn by PR0C Ge :
(B,,e.mgm s . ‘-.'j:‘ . capim‘ : . oo ;00 T Stock - 40,000
Proble 26 ) . C¥rl e R I .. |Debtors 30,000
m;gmm Sheet of V, N and K shariog profits and losses in the zatigd "1 ¢ 50,000 Bank 5000
3:2: 1 as on 31st March, 2015 is as follows : *'-{‘ f B 25,000] 1,75,000
Liahilities - | Asas T4 - .|.2780000 - . [T
Creditors .. - 2,10,000|Cesh . L Ay R - :
Capital : . v . |stock ] Li0%! = R,S and T decided to share the profits equally with effect from 1.4.2015.
E v 1,50,000 . |Machinery .. 2,000 . for this it was.agrecd that : - .
N 1,00,600 Building . : Lwey @ Goodwill of the firm be valued at ¥ 1,50,000.
K _50,0007 3,00,000 o Aal, (p) Land be revalued at ? 80,000 and building be depreciated by 6%.
510000 . 51000 & (¢ Creditors of 2 6,000 were not likely to be claimed and hence be written
Partners decided that with effect from 1st April, 2015 they would shin| § - Prepare Revaluation Account, Partners’ Capital Accounts and Balance
profits and losses in the ratio of 3 :'2 : 2. It was sgree that : ] Sheet of the reconstituted firm. (C.B.S.E. AL, 2016}
g:)) ]ffwcll; to be valued at ? 1,30,000. : - golution -
achinery to be depreciated by 10%. AR . .

{c) Building to be appreciated by %'5%, Ay Dr. Revaluation Account Cr.
Pass necessary Journal entrics. WJAC, 2018} + Particulars 4 - Porticulars -2
Solution B ) To Building A/c . 3,000(By Land A/ 30,000

Journal Entries D' Cr.i| o Profit transferred to _|By Creditors Afe _6,000
Date Partieulors Rl ¢ 7 L5 Capital Ales: 2
Revaluati : A
wluation A/c Dr. 20,000 Aty R . . 5,500
To Stock Ale 8 11,000 .
To Machinery Ale ' 2°-$ Tt 16,500 33,000
(Bel‘:'f decre_a.s:, rl.;l} the value of stock am‘l depreciation | . 20,.':.‘: 36,000 __36,000
- Building Alc N : N ' ' Capi
’ ' . Partners' Capital Accounts
To Revaluation A/e i 27,500 k3 fh Par J . 8 T
(Being appreciation in the value of building) 27,50 Porticulars R S T Particulars R
V's Capital Alc D ' ' 7 7 ? = ? ?
N's Capital Afe D:. 6,250 ToPs Capital 8y Balance
K's Capital Afe Dr. 4167 we el el — | b 1,00,000| 50,000 25,000
a .Tol;R’evaluxﬁon Ale 2,083 To Ralance . By Revali} o
eing aluati : ‘ 12,500 . ti : T
. &ij g’,“ﬁ"n o\llg';o;r;r_fhnzf;nn;dmt:}o l;nrtnere 2, od 85,500 71,000 81,500 (aP;%:i‘i A e 5500 1L000| 15 500
_wio'{mg t:';m Bty *—-u-____._. . . By General -
i valuation 4/c = T 40,000 (Dr.) - 27,500 (Cr) = T 12,500, E B e . . Ecserw.‘ 5,000] 10,000 16,000
! ] ~ El ia. o
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By R's Capi- | . : -
Tio = tal Afc ] —| 25,000
00 o —
=2 hoUl]  71.000) 81,500 1,10,500| 71,000 81,500: j
Bal:mce Sheet of the Reconstxtuted Fn‘m o R
Liabilities - ¥ | Assets .z |
" S . I ¢ S _ T |
1 Creditors . 50,000)- .. Land R 80 060.
: Less : Unclaimed .-, |Building 50.000 U
|

: Creditors | 6,000 .44 000]  Less : Depreciati _ S
? - : Depreciation _3,000| 4 a8
BIHS Payable Cap1ta1 : —=,0000 47,000

20,000 Plant

T =

: | . 1,00,00¢. |
| "R 85,5000 Stock : - Ao
| : - 40,000 "
J S ' .. 71,0001 | Debtors L ' 30 0[}0 _
H T - 81,500 2,38,0001Bank . . " B, 00{] o
1 , _ ey CH : - v,
;l - S.L020000 - - 1.8,02,000. |.
i i 1
‘it Worktng Notes':

1{} 1. Caiculauon of Sacrsf' ice or Gam

it =£;l__(} S_.2.~_=Nl, p=3_ 1 1 .

“-\'_. 573 (Gain); 53 (Nil} - (Sat':rhl.ﬁce) )

‘*11;5S Share of Goodw:ll credited to T'= T 1,60,000 1_6

‘1" =¥ 25,000

:}i 9. Since R gains and T sacrifices, R will Compensate T.

. R’s Capital A/c Dr. .- 25,000

To T’s Capital Alc 25,000

- et
o hasLlY
e =

Al At STy i ——AN T,y
LT o . c ‘
ot ¥ =
SO

-




