Dissolution of Partnership Firm

1. Aavya, Mitansh and Praveen were partners in a firm. On 31st March, 2023, the
firm was dissolved. Creditors took over furniture of book value of X 50,000 at X

45,000 in part settlement of their amount of X 60,000. The balance amount was
paid to them through cheque. The amount paid through cheque will be : (2024)

(A) X 10,000

(B) 250,000
(C) 45,000
(D) 15,000
Ans. (D) % 15,000

2. Sunrise Ltd. acquired assets of X 3,60,000 and took over creditors of ¥ 1,00,000
from Moonlight Ltd. for an agreed purchase consideration of X 4,80,000. Sunrise

Ltd. issued 9% Debentures of X 100 each at a discount of 4% in satisfaction of the
purchase consideration.

Pass necessary journal entries in the books of Sunrise Ltd. Show your workings
clearly. (2024)

Ans. In the books of Sunrise Ltd.
JOURNAL
Date Particulars L.F | Dr. Amount Cr. Amount
(&3] R)
Sundry Assets A/c Dr. 3,60,000
Goodwill A/c Dr. 2,20,000
To Creditors A/c 1,00,000
To Moonlight Ltd. 4,80,000
(Assets acquired and liabilities taken over
from Moonlight Ltd)
Moonlight Ltd. Dr. 4.80.,000
Discount on Issue of
Debentures A/c Dr. 20,000
To 9% Debentures A/c 5.00,000
(Purchase consideration settled by issuing
5,000 9% debentures at 4% discount)
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(Purchase consideration settled by
issuing 15,000 11% debentures at
20% premium)

3. Grapple Ltd. took over assets of ¥ 25,00,000 and liabilities of X 5,00,000 from
Allore Ltd. for an agreed purchase consideration of X 18,00,000. Grapple Ltd.
issued 11% Debentures of X 100 each at 20% premium in satisfaction of the
purchase consideration.

Pass necessary journal entries in the books of Grapple Ltd. Show your workings
clearly. (2024)

Ans. In the books of Grapple Ltd.
JOURNAL
Date Particulars L.F. Dr. Amount Cr. Amount
R) Q)
Sundry Assets A/c Dr. 25,00,000
To Liabilities A/c 5,00,000
To Allore Ltd. 18,00,000
To Capital Reserve A/c 2,00,000

(Assets acquired and liabilities taken
over from Allore Ltd.)

Allore Ltd. Dr. 18.00,000
To 11% Debentures A/c 15.00.000
To Securities Premium A/c 3.00.000

(Purchase consideration settled by
issuing 15,000 11% debentures at
20% premium)

Working Note:

No. of debentures = (Purchase Consideration) / Issue Price
=18,00,000 / 120
= 15,000
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4. Qumtan Ltd. invited applications for issuing 1,00,000 equity shares of X 10
each at a premium of X 6 per share. The amount was payable as follows :

On Application and Allotment - R per share
(including premium X 3)
On First and Final call - Balance (including premium)

Applications for 1,60,000 shares were received. Applications for 10,000 shares
were rejected and pro-rata allotment was made to the remaining applicants.
Excess money received on application and allotment was returned. Dheeraj, who
was allotted 200 shares, failed to pay the first and final call money. His shares
were forfeited. All the forfeited shares were reissued at X 5 per share fully paid

up.
Pass necessary journal entries in the books of Qumtan Ltd. (2024)

Ans. In the Books of Qumtan Ltd.
JOURNAL
Date | Particulars L.F | Dr. Cr. Amount
Amount )
§9)
(1)
Bank A/c Dr. 12,80,000
To Equity Share Application and 12,80,000
Allotment A/c
(Application and allotment money received on
1.60.,000 shares)
(i1)
Equity Share Application and
Allotment A/c Dr. 12.80,000
To Equity Share Capital A/c 5.00.000
To Securities Premium A/c 3.00.000
To Bank A/c 4,80.000
(Application money transferred to Share Capital
and Securities Premium; excess amount returned)
(v)
Equity Share First & Final Call A/c Dr.
y ! 8,00,000
To Equity Share Capital A/c -
S . 5,00,000
To Securities Premium A/c
. L : 3,00,000
(Share First & Final Call money due)
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(vi)

Bank A/c Dr.

Calls- in- Arrears Alc Dr.
To Equity Share First & Final Call A/c

(Share first and final call money received except
on 200 shares)

Alternatively
Bank A/c Dr.
To Equity Share First & Final Call A/c

(Share first and final call money received except
on 200 shares)

(vii)
Equity Share Capital A/c Dr.
Securities Premium A/c Dr.
To Calls- in- Arrears A/c
To Share Forfeiture A/c

7.98.400
1,600

7.98.400

2,000
600

8,00,000

7,98.400

1,600
1,000

(200 equity shares forfeited for non-payment of
first and final call)

Alternatively

Equity Share Capital A/c Dr.

Securities Premium A/c Dr.
To Equity Share First and Final Call A/c
To Share Forfeiture A/c

(200 equity shares forfeited for non-payment of
first and final call)

(viii)

Bank A/c Dr.

Share Forfeiture A/c Dr.
To Equity Share Capital A/c

(200 forfeited shares reissued)

2,000
600

1,000
1,000

1,600
1,000

2,000
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5. Printkit Limited invited applications for issue of 80,000 equity shares of X 10
each. The amount was payable as follows :

On Application - X 3 pershare
On Allotment - X2 pershare
On First and Final call - Balance

Applications for 1,50,000 shares were received. Applications for 10,000 shares
were rejected and pro-rata allotment was made to the remaining applicants on
the following basis :

Category A - Applicants for 80,000 shares were allotted 40,000 shares.
CategoryB - Applicants for 60,000 shares were allotted 40,000 shares.

Excess money received on application was adjusted towards amount due on
allotment and first and final call. All the amounts due on allotment and first and
final call were duly received.

Pass necessary journal entries in the books of Printkit Limited. (2024)

Ans. In the books of Printkit Limited
JOURNAL
Date Particulars LF | Dr. Amount | Cr. Amount
) )
(1)
Bank A/c Dr. 4.,50,000
To Equity Share Application A/c 4,50,000

(Application money received on 1,50,000shares)

(11)

Equity Share Application A/c Dr. 4,50,000
To Equity Share Capital A/c 2.40,000
To Equity Share Allotment A/c 1,40,000
To Calls-in- Advance A/c 40,000
To Bank A/c 30,000

(Application money transferred to Share Capital
and excess amount adjusted to Share Allotment
A/c and calls-in-advance; application money on
10,000 shares refunded)

(11)
Equity Share Allotment A/c Dr. 1,60,000

To Equity Share Capital A/c 1,60,000

(Allotment money due on 80,000 shares)
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(iv)
Bank A/c Dr. 20,000
To Equity Share Allotment A/c 20,000

(Allotment money received after adjusting
excess application money)

(v)
Equity Share First & Final Call A/c Dr. 4.00.000

To Equity Share Capital A/c 4.00.000
(Share First & Final Call money due)

(vi)
Bank A/c Dr. 3.60.000
Calls- in- Advance A/c Dr. 40,000
To Equity Share First & Final Call A/c 4.00.000

(Share first and final call money received after
adjusting calls- in- advance)
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4.1 Dissolution of Partnership

i. Which of the following does not result into

reconstitution of a firm?
(a) Dissolutionof partnership firm.
(b} Dissolutionof partnership.

(e} Change in profit-sharing-ratio of existing :

partners.

(d) Death of partner. 4'202(1!@%

4.2 Dissolution of a Firm

(1 mark)

2.

Distinguish between 'Dissolution of Partnership’

-ﬂmarhs}

(ii} Termination of business ;zuzm@
4.4 Accounting Treatment
_
B. Tﬂtalassetsnfapartnershlpﬂrmwﬁchmdism!md;
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Distinguish between 'Dissolution of Partnership’ and

'Dissolution of Partrership Firm' on the basis of:
(i} Terminationof business.
(ii) Settlement of assets and liabilities.

(Term-1I, 2021-22) |
Distinguish between Dissolution of Partnership’ and

'Dissolution of Partnership Firm' on the basis of:
(il Closureof books

wereg TI000000 and its total liabilities were
T6,00,00. Assets were realised at B0S% and liabilities
were settled at 5% less. If dissolution expenses were

T 30,000, the profit or loss on dissolution was:
(a) Profit?1800000 (b) Lose¥6,00,000
(e) Profit¥ 6,000,000 (d) Loss¥18.00.000

(2023)

At the time of dissolution of 2 partnership firm, a
creditor worth T90.500 took away stock T77,775 -

in full settlement. Which of the following will be the
accounting entry for the same?

Particulars Dr. Amount | Cr . Amount
) i)
{a} |Realisation Afc D 90.500|
To Bank AS 20,500
(b} |Realization Afc  Dr. T1I7S
To Bank Adc TI775
c) |Creditor's Afc  Dr. FIT?5
To Bank Afc FrITS
i {d) |Moentry
{2021 C}
- B (2 morks)

4 ; : -
State any two situations when a partnership firmcan : 1. ARt bl cf cissolitinn.of 2. portnerchig B, the

be compulsorily dissolved. (Delhi 2019) £
Distinguish between 'Dissolution of Partnership’
and 'Dissolution of Partnership Firm' on the basis of
‘Economic relationship! (Delki 2016, Al 2018) |
Distinguish  between 'Dissolution of Partnership’
and Dissolution of Partnership Firm® on the basis of :
"Closure of books” [Dedhi 2014)
. JETYTD (374 marks)
and ‘Dissolution of Partnership firm’ on the basis of |
court's intervention. (Ar2014) (1] :

book value of sundry assets transferred to Realisation
Account was T 2,00,000, 50% of these sundry assets
were taken by partner A at 20% discount, 40% of
remaining assets were sold at a profit of 30% on cost.
5% of the balance was found cbsolete and realised
nothing. The remaining assets were taken over by a
creditor in full settlernent of his claim. Pass necessary
joeurnal entries for the above. (Al 2019)

11. Pass the necessary journal entries for the fallowing
transactions on the dissolution in case of of the
partnership firm of X and Y after various assets (other
than cash and bank) and the third party liabilities
have been transferred to Realisation Account:

(i) Dissolutionexpenses were T 4,000,

(i}l Machinery of the book value of T50,000 was
sold in the market for T47,000 for which a
commission of T 500 was paid to the broker.

(iii} A creditor for T 70,000 accepted stock valued at
T 20,000 and paid to the firm T 20,000.

{iv) Lossonrealization T 40,000 was divided between
the partners X and Y in the ratio 5:3. (2021 )

12, Gaurav, Saurabh and Vaibhav were partners in a firm

sharing profits and losses inthe raticof 2:2: 1. They

decided to dissolve the firm on 31% March, 2018,

After transferring Sundry assets (other than cash

in hand and cash at Bank) and third party liabilities

to realisation account, the assets were realised and

liabilities were paid off as follows :

(i) A machinery with a book value of ¥ 6,00,000 was
taken over by Gaurav at 50% and stock waorth
¥ 5,000 was taken over by a creditor of T 9,000
in full settlement of his claim.

{ii} Land and building (book walue F3.00,000)
wias sold for ¥4,00,000 through a broker whao
charged 2% commission
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13.

(iii) The remaining creditors were paid 76,000 in
full settlement of their claim and the remaining
assets were taken over by Vaibhav for 17,000, ©

{iv)] Bank loan of ¥3.00,000 was paid along with

intersst of ¥ 21,000,

Pass necessary journal entries for the abowve
(Delhi 2019)
L and M were partners in a firm sharing profits in the :
ratio of 2 : 3. On 2B-2-2016, the firms was dissolved. :
After transferring assets (other than cash) and ©
outsiders’ liabilities to Realisation Account you are ;

transactions in the books of the firm.

given the following information :

{a) A creditor for ¥1.40,000 accepted machinery

valued at ¥ 1,80,000 and paid tothe firm ¥ 40,000, !
for 30,000 accepted :
machinery valued at 28,000 in full settlement :

(b) A second creditor

of his claim.

[c) Athird creditor amounting to ¥ 70,000 accepted :
30,000 in cash and investments of the book ;

value of 45000 in full settlement of his claim.
{d) Lossondissolution was ¥4.000.

Pass necessary journal entries for the abn-.reg
transactions in the books of the firm assuming that ;

all payments were made by chegue. (Delhi 2018) Eﬂ
. Lal and Pal were partners im a firm sharing profits
in the ratio of 3 : 7. On 1.4.2015, their firm was

dissolved. After transferring assets (other than cash) ©
and outsider’s liabilities to realisation account, you :

are given the following information:

{a) A creditor of ¥3.60,000 accepted machinery
valued at T500000 and paid to the firm

¥ 1.40,000.

{b) Asecondcreditor for ¥ 50,000 accepted stock at

T45,000 in full settlement of his claim.

[c) Athird creditor amounting to ¥ 20,000 accepted
T45000 in cash and imvestment worth 43000 :

irn full setthernent of his claim
{d) Lossondissolution was ¥ 15,000,

Pass necessary journal entries for the abowve 1
transactions in the books of the firm assuming that :
(Al 2016)

all payments were made by chegue.

{5/ marks)

15
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Pass the necessary journal entries for the following
transactions on the dissolution of the partnership
firm of Tanay and Mehak after various assets :
(other than cash) and external liabilities have been

transferred to Realisation Account:

(i} Creditors of 60,000 accepted stock valued at

T 59 000 in full settement of their claim.

(ii} Tanay agreed to pay off his wife's loan of

T12.000.

[iii}) The firm had a debit balance of ¥ 18,000 in the
profit and loss account on the date of dissolution.
{iv} Anunrecorded liability of ¥ 20,000 was paid by ;

partmner Mehak, at a discount of 10%.

(v) Tanay'sloan of T 4,000 was paid through a cheque.
[vi) Expenseson dissolution amounted to ¥ 11,000,
which were paid by Mehak. {2023}
T, U and V' were partners in a firm sharing profits and
loszes in the ratio of 2:1:2. Their firm was incurring
huge kosses thus it had to be closed. After transferring
assets (other than cash in hand and bank) and third
party liabilities to Realisation Account the following
transactions toock place:
(i) T took away 50% of the stock at book value less
10% for T 90,000 and the remaining stock was
sold for T 40,000.
(i} Creditors of ¥ 78.000 took over machinery of
T 80,000 in full settlement of their claim.
T 5000 debtors previously written-off were
recovered.
[iv) Mrs Vs loan of T 72,000 was paid by the firm.
(v} Losson dissolution was T 80,000.
Pass necessary journal entries for the above
trarmsactions in the books of T, U and V.
(Term-H, 2021-23)

(iif)

17, Give the necessary journal entries for the following

c=x

transactions on dissolution of the firm of Sonu and

Monu on 31 March, 2021, after transfer of various

assets (other than cash and bank balance) and the

third party liabilities to Reaslisation Account.

They shared profits and losses in the ratioof 2: 1.

(i) Sonuagreedtotake over the firm's goodwill (not
recorded in the books of the firm) at a valuation
of T 40,000.

(i} Bills payable of ¥ 30,000 falling due on 30™ April,

2021 were discharged at ¥29.550.

Stock worth TRO00000 was taken over by

partner, Sonu at 10% discount.

Creditors of T 2. 00,000 accepted machinery valued

at ¥ 220,000 in full settlement of their claim.

(v) Expenses of realisation ¥ 10,000 were paid by

partner, Sonw. {Term-IlI, ?ﬂ?.‘l-l.?};f_.i]

Maira, Uday and Tara were partners in a firm sharing

profits and losses in the ratio of 5: 3 : 2. The firm

wias dissolved on 31-3-2019. After transfer of assets

[other than cash) and external liabilities to Realisation

Account, the following transactions took place :

(a}) A typewriter completely written off from the
books was sold for T4.000.

(b} Loan of ¥ 30,000 advanced by Uday to the firm
wias paid back.

(e} Tara was to get remuneration of 42000 for
completing the dissolution process and for
bearing realisation expenses. Actual realisation
expenses amounted to ¥51.000 and were paid
by the firm.

(d) Creditors of T23,000 took over all the
imvestrents at ¥ 12 000, Remaining amount was
paid to them incash.

(e) Uday agreed to pay loan of Mrs. Uday $45,000.

(i)

(i}
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(fl Profit and loss Account balance of T20,000 !

] Pass necessary journal entries for the above
appeared on the asset side of the balance sheet. :

transactions in the books of the firm (20200

Pass necessary journal entries for the above ! 34 paesnecessary Journal Entries on the dissolution of a
transactions in the books of the firm. H firm in the following cases.

(Term-1l, 2021-22) (i} Dharam, a partner, was appointed to look after
19, Niyati, Kartik and Ratik were partners in a firm | the process of dissolution at a remuneration
sharing profits and losses inthe ratioof 5:3: 2. The ! of ¥12,000 and he had to bear the dissolution
firm was dissolved on 317 March, 2019 by the order expenses. Dissolutions expenses T 11,000 were

of the court. After transfer of assets (other than cash) : paid by Dharam.
and external liabilities to Realisation Account, the : (ii} Jay, a partner, was appointed to look after

following transactions took place: the process .u:af dissoiution and wasz allowed
a remuneration of 15000, Jay agreed to

{a) An unrecorded liability of the firm of T45000

was paid by Niyati.

(bl Creditors, to whom ¥67,000 were due to be |
paid, accepted furniture at ¥35,000 and the :

balance was paid to them in cash

{c) Kartik had given a loan of T18.000 to the firm

whichwas paid to him.

(d) Stockworth T 85,000 was taken over by Ratik at

T72,000.

() Expenses on dissolution amounted to 6,000

and were paid by Kartik.

(f} Lossondissolution amounted to ¥ 40,000,

Pass the neceszary journal entries for the abowe

transactions in the books of the firm.

(2020) :

20. Muskaan, Priya and Rohan were partners in a firm
sharing profits and losses inthe ratioof 2: 3 1. The firm
was dissolved on 31-3-2019. After transfer of assets :

bear dissolution expenses. Actual dissolution
expenses ¥ 16,000 were paid by Vijay another
partrer on behalf of lay.
Deepa, a partner, was to look after the process
of dissolution and for this work she was allowed
a remuneration of T 7,000, Deepa agreed to bear
dissolution expenses. Actual dissolution expenses
T 46,000 were paid from the firm's bank account.
Dev, a partner, agreed to do the work of
dissolution of ¥ 7,500, He took away stock of the
same amount as his commission. The stock had
already been transferred to realisation account
(v} Jeev, a partner, agreed to do the work of
dissolution forwhich hewasallowed acommission
of ¥10000. He agreed to bear the dissolution
expenses. Actual dissolution expenses paid by
Jeey were T 12,000, These expenses were paid by

{iii)

{iv)

{other than cash) and external liabilities to realisation

account, the following transactions took place :

(a) Furniture of 70,000 was sold for 374,000 by
auction and auctioneer’s commission amounted !

drawing cash from the firm.
{wi)

A debtor of TBO0D already transferred to

realization account agreed to pay the realisation
expenses of 7800 in full settlement of his

to ¥3,000. i account. (Deilhi 2017)
(b) There was an unrecorded computer which was © 22 Bora, Singh and Ibrahim were partners in a firm
taken over by Priva for ¥7,000. i sharing profits in the ratio of 5: 3 : 1. On 2-3-2015,

() Creditors were paid T 44,000 in full settlement

of their account of T4%9 000.

(d) Rohan's sister's loan ¥20,000 was paid off by

Muskaan.

(e} Expenses on dissolution were $15000 and paid

their firm was discolved. The assets were realised
and the liabilities were paid off. Given below are the
Realisation Account,. Partners’ Capital Accounts and
Bank Account of the firm. The accountant of the firm

left a few amounts unposted in these accounts. You

by Rohan. are required to complete these accounts by Posting
{f}] Lossondissolution amounted to¥24,000. the correct amounts.
Dr. Realisation Account Cr.
Particulars Amount (€) Particulars Amount (€)
To Stock 10,000 | By Prowvision for Bad Debts 5,000
To Debtors 25,000 | By Sundry Creditors 16,4600
To Plant and Machinery 40,000 | By Bills Payvable 3400
To Bank: By Mortgage Loan 15,000
Sundry Creditors 156,000 By Bank-assets realised :
Bills Payable 3.400 Stock &,700
MMaortgage Loan 15,000 34,400 Debtors 12,500
To Bank [outstanding repairs) 400 Plant and Machinery 36,000 55,200
To Bank (Exp.) 620 | By Bank-unrecorded assets realised 6,220
By e
110420 110420
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Dr. Capital Account Cr.
Particulars Bora Singh Ibrahim Particulars Bora Singh Ibrahirm
(T (%) 0 (%) 4] ()
—_— R —_— R By Bal. b/d 22,000 18,000 10,000
! AL e - — By General
Reserve 2,500 1.500 500
24 500 19,500 10.500 24 500 19,500 10,500
Dr. Bank Account Cr.
Particulars Amount () Particulars Amount ()
To Bal b/d 19,500 | By Realisation (liabilities) Afe 34,400
To Realisation Afc By Realisation Adc
(assets realised)- 55,200 | (unrecorded liabilities) 400
By _—
By
B0,920 B0.920

(Delhi 2015) (ig)
23, Mala, Neela and Kala were partners sharing profits in the ratioof 3: 2 : 1. On 1.3. 2015, their firm was dissolved.
The assets were realised and liabilities were paid off. The accountant prepared Realisation Account, Partners'

Capital Accounts and Cash Account, but forgot to post few amounts in these accounts.
You are required to complete these below given accounts by posting correct amounts.

Dr. Realisation Account Cr.
Particulars Amount Particulars Amount
() )

To Sundry Ascets : By Provision for Bad Debts 1.000
Machinery 10,000 By Sundry Creditors 15,000
Stock 21,000 By Sheela’s Loan 13,000
Debtors 20,000 By Repairs and Renewals Beserve 1.200
Prepaid Insurance 400 By Cash — Asszets sold :

Investrments 3,000 54,400 Machinery 8,000

To Mala's Capital Afc 13,000 Stock 14,000

[Sheela’s Loan) Debtors 146,000 38,000

To Cash - Creditors paid 15,000 | By Mala's Capital Afc 2,000

To Cash - Dishonoured bill paid 5,000 | (Investments)

To Cash - Expenses 800

88,200 88,200
Dir. Capital Account Cr.
Particulars Mala (%) MNeela (T) Kala (% Particulars Mala (¥) Meela (T) Kala (%)
To Cash 12,000 2.000 By Cash 1.000
23,000 15,000 3,000 23,000 15,000 3,000
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Dr. Cash Account Cr.
Particulars Amount () Particulars Amount ()
To Balance b'd 2.800 | By Realisation Afc
To Realisation 38.000 | - Creditors paid 15,000
- Sale of Assets By Dishonoured bill 5,000
To Kala's Capital Ade 1,000 | By Realisation Afc
S A - Expenses Paid B00
By Mala's Capital Ade 12,000
By Meela's Capital A/c 9.000
41,800 41 800
{Al 2015)
24, Shanti and Satya were partners in a firm sharing profits in the ratioof 4 : 1. On 312 March, 2013 their Balance Sheet
wias as follows :
Balance Sheet of Shantl and Satya as on 31= March, 2013
Liabilities Amount () Assets Amount (¥)
Creditors 45000 | Bank 55,000
Woaorkmen Compensation Fund 40,000 | Debtors &0.000
Satya's Current Account 65,000 | Stock B5,000
Capitals of : Furniture 1.00,000
Shanti 200,000 | Machinery 1,30,000
Satya 1,000,000 | Shanti's Current Account 20,000
4,50,000 4.50.000

On the above date the firm was dissolved :
(i) Shanti took over 40% of the stock at 10% less than its book value and the remaining

stock was sold for ¥ 40,000, Furniture realised ¥ 80,000.
(i) Anunrecorded investment was sold for ¥ 20,000, Machinery was sold at a loss of T 460,000,

(ili) Debtors realised ¥ 55,000.

{iv) There was an outstanding bill for repairs for which T 192,000 were paid.

Prepare Realisation Account

(Delhi 2014)

25. Hanif and Jubed were partners in a firm sharing profits in the ratio of their capitals. On 31* March, 2013 their
Balance Sheet was as follows
Balance Sheet of Hanif and Jubed as on 31% March, 2013
Particulars Amount (€) Particulars Amount (€)

Creditors 150,000 | Bank 200,000

Workmen's Compensation Fund 3.00,000 | Debtors 3.40,000

General Reserve 75,000 | Stock 1.50.000

Hanmnif's Current Account 25,000 | Furniture 4,460,000

Capitals of : Machinery 8.20.000

Hanif 10,00.000 Jubed's Current Account 80,000
Jubed 5.00,000 15.00,000

20.50,000 20,50,000

On the above date, the firm was dissolved :
(i} Debtorswere realised at adiscount of 5%. 50% of the stock was taken over by Hanif at 10% less than the book

value. Remaining stock was sold for T 85,000,
(i) Furniture was taken over by Jubed for ¥ 1,35.000. Machinery was sold as scrap for 74,000,

fiii} Creditors were paid in full.

{iv) Expensesonrealisation ¥ 8,000 were paid by Hanif.

Prepare realisation Account.
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(8 marks)

26, Michael, Jackson ard John were partners in a firm sharing profits in the ratioof 3: 1: 1. On 312 March, 2017, they
decided to dissolve their firm. On that date their Balance Sheet was as follows ;
Balance Sheet of Michael, Jackson and John as at 31.3.2017

Liabilities Amount () Assets Amount ()

Creditors 11,500 | Bank 6,000

Loan 3.500 | Debtors 48400

Capital : Less : Prowision for
Michael 50,000 Doubtful Debts 2400 46000
Jackson 25,000 Stock in Trade 146,000
John 14.000 892,000 | Furniture 2,000
Sundry Assets 34,000
1.04.000 1.04,000
It was agreed that :

(i} Michaelwas to take over Furniture at ¥ 2,600 and Debtors amounting to T40,000 at ¥ 34 400 and the Creditors
of T 10,000 were to be paid by him at this figure.

(i) Jackson was to take over all the stock in trade at T 14,000 and some of the other Sundry Assets at 28,000
(being 10% less than book value).

([} Johnwas to take over the remaining Sundry Assets at 90% of the book value and assumed the responsibility
for the discharge of the loan.

{iv) The remaining debtors were sold to a debt collecting agency for 50% of the book value. The expenses of
dizsolution ¥&00 were paid by lohn.

Prepare Realisation Account, Bank Account and Partners’ Capital Accounts. (Al 2019)

27. Srijan, Raman and Manan were partners in a firm sharing profits and losses in the ratioof 2 : 2 : 1. On 31 March,
2017, their Balance Sheet was as follows
Liabilities Amount (€} Assets Amount ()
Capitals : Capital : Manan 10,000
Srijan 2,00,000 Plant 2.20,000
Faman 1.50.000 350,000 | Imvestments F0.000
Creditors 75,000 | Stock 50,000
Bills Payable 40,000 | Debtors &0.000
Outstanding Salary 35.000 | Bank 10,000
Profit and Loss Account B0.000
5.00,000 5.00,000

O the above data they decided to dissolve the firm.
(i} Srijanwas appointed to realise the assets and discharge the liabilities. Srijan was to receive 5% commission on

sale of assets (except cash) and was to bear all expenses of realisation.
(ii) Assetswere realises as follows :

(Assets) %)
Plant 85,000
Stock 33.000
Debtors 47000
(i)} Investments were realised at 5% of the book value.
{iv) The firm had to pay ¥ 7.500 for an outstanding repair bill not provided for earlier.

{v) A contingent liability in respect of bills receivable, discounted with the bank had also materialised and had to
be discharged for ¥ 15,000,

[vi} Expensesof realisation amounting to ¥ 3,000 were paid by Srijan.
Prepare Realisation Account, Partners’ Capital Accounts and Bank Account. (201 HHE:;]
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W\ CBSE Sample Questions /I

4.1 Dissolution of PEII'TI'IEFShip i (i} Realisation expenses of ¥ 5,000 were to borne
i by X. a partner. However, it was paid by Y.
MCO fii) Imvestments costing ¥ 25,000 (comprising 1000

shares), had been written off from the books

1. Retirement or death of a rtner will create a :
£ : completely. These shares are valued at ¥ 20 each

ituation for th tinui rt .which is known : i
?sua sk i e bkl : and were divided amongst the partners.

(3) Dissolution of Partnership i} ¥'slocan of ¥50,000 settled at T 48.000.
(b) Dissolution of Partnership Firm i {iv) Machinery (book value T 6,00,000) was given to

ld Wikding upoF Business creditor at a discount of 20%. {2020-21)
[d) Mone of the above. {Eﬂ.?ﬂ-}':‘i} 4 4 Accounting Treatment
4.2 Dissolution of a Firm R
i 7. At the time of dissolution of a firm, Creditors are
B 2 marks) ¥ 70,000: Firm's Capital is ¥ 1,20,000: Cash Balance is
2. Distinguish between ‘Dissolution of Partnership’ and : 1 10,000. Other assets realised ¥ 1,50.000. Gain/Loss
‘Dissolution of Partnerchip Firm' based on: in the realisation account will be:
(i} Settlement of assets and liabilities . la) T30000(Gain) (b} %40,000(Gain)
(i} Economic relationship. (Term-il, 2021-22) ; {c) 740,000 (Loss) (d} T 30,000 (Loss)
(2022-23) (R
4.3 Settlement of Accounts m (3/4 marks)
MCO Charu, Dhwani, lknoor and Paavnl were partners in

a firm. They had entered into partnership firm last
year only, through a verbal agreement. They contrib-
uted capitals in the firm and to meet other financial
requirements, few partners also provided loan to the

3. Atthe time of dissolution of partnership firm, journal
entry for the settlement of loan advanced by the firm
to a partner would be: i
(a) Bank Afc Dr. ¢

i firm. Within a year, their conflicts arisen due to cer-

To Loan to Partner Afc ! tain disagreements and they decided to dissolve the

(b) Loan to partner Afc Dr. firm. The firm had appointed Ms. Kavya, who is a fi-

To Banlk Afc nancial advisor and legal consultant, to carry on the

[c) Realisation Afe Dr. i dissolution process. In the first instance, Ms. Kawya

To Loan to Partner Afc i had transferred various assets and external liabilities

(d) MNone of these (2020-21) I_T] to Realisation Afc. Due to her busy schedule; Ms. Ka-

4. On the basis of the following data, how much |  VYyahasdelegated this assignment to you, being an in-

tern in her firmm. On the date of dissolution. you have
observed the following transactions:
(i} Dhwani'sloanof T 50,000 to the firmwas settled

final payment will be made to a partner on firm's
dissolution? Credit balance of capital account of the
partner was 50,000, Share of loss on realisation !

g ! by paying ¥ 42,000,
;::::ff;:; ;gi 00. Firm's iability taken over by . (i) Paavni’s loan of ¥ 40.000 was settled by giving
(a) 732000 (b) ¥48,000 an unrecorded asset of T 45,000,
{e) 740,000 (d) 752000 (2020-21) {iif) Loan to Charu of ¥ 60000 was settled by
payment to Charu's brother loan of the same
5. Pick the odd one out: amount.
(a) Rentto partner {iv) lknoor's loan of ¥ 80,000 to the firm and she took
(b) Manager's Commission i over machinery of ¥ 40,000 as part payment.
c) Intereston Partner's Loan i You are required to pass necessary entries for all the
(d) Intereston Partner's capital {2020-21) ; above mentioned transactions. {2022-23)
(3/4 marks) (5/6 marks)
&. Pass necessary journal entries in the following cases 2. Madhav, Madhusudan and Mukund were partners
on the dissolution of a partnership firm of partners X, in Jaganath Associates. They decided to dissolve the
¥, A and B: s firm on 31% March 2021
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Pass necessary journal entries for the following §
transactions after various assets (other than cash)
and third-party liabilities have been transferred to ;
realisation account:

(il Old machine fully written off was sold for
42,000 while a payment of T4.000 is made to
bank for a bill discounted being dishonoured.

(i} Madhusudan accepted an unrecorded asset of !
T80,000 at 75,000 and the balance through :
cheque, against the payment of his loan to the |
firm of T 1,00,000. i

(i)

{iv)

{v)

Stock of book value of 30,000 was taken by
Madhav, Madhusudan and Mukund in their
profit sharing ratio.
The firm had paid realisation expenses
amounting to ¥5,000 on behalf of Mukund.
There was a vehicle loan of T2.00,000 which
wias paid by surrender of asset to the bank at an
apreed value of 140000 and the shortfall was
met from firm's bank account

{Term-Il, 2021-23)

Detailed g{e]88 ) (e],

& Previous Years' CBSE Board Questions ‘

1. [a) : Dissolution of partnership firm does not result into reconstitution of a firm as the firm winds up and closes jts

operations permanenthy.

2. (i) If the firm is constituted for a fixed term, on the expiry of that term.
(i) If constituted to carry out one or more ventures, on the completion of the venture.

(iii) On the death of a partner.

(iv) On the adjudication of a partner as an insolvent. {any two)

3.

Basis of Difference

Dissolution of Partnership

Dissolution of Partnership Firm

Economic Relationship

Economic Relationship between the
partners changes.

Economic Relationship between the
partners comes to an end forever.

:r.-

Bazis of Difference

Dissolution of Partnership

Dissolution of Partnership Firm

Closure of Books

It does not reqguire closure of
books because the business is not
terminated.

All the books of accounts are closed
a% the business is terminated.

Basis of Difference

Dissolution of Partnership

Dissolution of Firm

Dissolution by Court

Court does not intervene because
partnership s dissolved by mutual
agresment.

A firm may be dissolved by the order
of the court.

Bazis of Difference

Dissolution of Partnership

Dissolution of Partnership Firm

(a) | Termination of business
(b) [ Settlement of Assets and

Business of the firm continue.
BAzeets of the firm are revalued and

Business of the firm comes to an end.
Aczzets of the firm are realised and

Liabilities liabilities are reassessed. liabilities are settled.
7.
Basis of Difference Dissolution of Partnership Dissolution Partnership Firm
Closure of Books Books of accounts are not closed. Books are closed forever.

Termination of business

Business still continues under rew
e,

Busineszs is discontinued.
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B. (b :Loss ¥ 600000

Dr. Realisation Afc Cr.
Particulars Amount () Particulars Amount (T)
To Assets 30,00,000 | By Liabilities &,00,000
To Bank Afe By Bank AJc 2400000
Liabilities 570,000 By Loss transferred to capital accounts of
Realisation expenses 30,000 &,00,000 | partners &,00,000
36,00,000 36,00,000
2. [d} :MNoentry
10,
Date Particulars Dr. (W) Cr.(¥)
(i) A= Capital &/c Dr. 80,000
To Realisation Afc 80,000
{Being assets taken over by partner)
(i} Bank Afc Dr. 52,000
To Realisation Afc 52,000
(Being assets realised)
11. Jourmal
Date Particulars LF. Debit (€) Credit (¥)
{i) Realisation Adc Dr. 4.000
To Cash/ Bank Afc 4000
[Realisation expenses paid by the firm)
] Cash/ Bank Afc Dr. 44,500
To Realisation Ak 446,500
{Machinery sold and commission paid)
(iii) Cash/ Bank Afc Dir. 20,000
To Realisation Afc 20,000
{Amount received from creditors)
fiv) X's Capital Ak Dr. 25,000
Y's Capital Adc D 15,000
To Realisation Afc 40,000
[Loss on Realisation divided between the partners)
132, Journal
Date Particulars Dr. (¥) Cr.[¥)
(i) {a) Gaurav's Capital Afe Dr. 3.00,000
To Realisation Afc 3.00,000
{Being machinery taken over by Gaurav)
(b} Mo entry
(i} Cash/ Bank AJc Dr. 3.92.000
To Realisation Ak 3,922,000
{Being Land and Building sold)
fiin) Realisation Ajc Dr. 76,000
To Cash/ Bank Afc 76,000
[Being payment made to creditors)
Waibhav's Capital Afc Dr. 17,000
To Realisation Ak 17,000
[Being assets taken over by Vaibhav)
fiv) Realisation Ajc Dr. 3,21,000
To Bank Afc 321,000
{Being bank loan paid along with interest)
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13. Journal

Date Particulars LE Dr. (W) Cr.(0)
2016 Bank Ajc Dr. 40,000
Feb. 28 To Realisation Afc 40,000
{Being creditor paid balonce amount to firm after taking building)
2016 Mo Entry
Feb. 28 {4z creditor accepted machinery in full settlement)
2016 Rewvaluation Afc Dr. 30,000
Febh. 28 To Bank Afc 30,000
{Creditor accepted cash 30,000 and investments in full settlement)
2016 L's Capital Afc Dr. 1,600
Feb 28 M's Capital Afc Dr. 2400
To Realisation A/fc 4 000
(Beirg loss on dissolution transferred to Capital Af)
14. Journal
Date Particulars LF. Dr. (%) Cr.(%)
2015 Bank AJc Dr. 140,000
April 1 To Realisation A 140,000
(Being balance paid by creditor)
2015 Mo Entry
April 1
2015 Realisation Afc Dr. 45 000
April 1 To Cash Afc 45,000
(Being creditor paid T 45,000 in cash in full settiement apart from
asset)
2015 Lal's Capital Afc Dr. 4,500
April 1 Pal's Capital Afc Dr. 10,500
To Realisation Afc 15,000
(Being loss transferred on dissolution)
15. Journal
Date Particulars LE Debit (¥) Credit (¥)
{i] Mo entry = =
(i) Realisation Adc Dr. 12,000
To Tanay's Capital Adc 12,000
{For payment of Tanay's wife's loan by Tanay)
{iif) Tanay's Capital Adc Dr. 2.000
Mehak's Capital AJe Dr. 2.000
To Profit and Loss Afe 18,000
(For distributing debit balance in P& L Afc)
{iw) Realisation Afc Dr. 18,000
To Mehak's Capital Adc 18,000
{For settlement of unrecorded liability by Mehak)
) Tanay's Loan Adc Dr. 4,000
To Bank Afc 4,000
[ For Tanay's loan which is paid through cheque)
{wi) Realisation Afc Dr. 11,000
To Mehak's Capital &fc 11,000
{As expenses on dissolution paid by Mehak)
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20,000

[Topper's Answer, 2022]

Particulars

Dr. Amount (€)

Cr. Amount ()

(i)

(i)

(i)

{iv)
{v)

Sonu's Capital Afc
To Realisation Ade
{unrecorded goodwill taken over)

D

Realisation Afc
To Bank Adc
(Bill's payable discharged)

Dir.

Sonu's Capital Afc
To Realisation Adc
{stock taken over at discount

Dir.

Mo entry

Realisation Afc
To Sonu’s Capital Afc
[Realisation expenses paid by Sonu)

Dir.

40,000

29,550

7.,20.000

10,000

40,000

29,550

7.20,000

10,000

 Related Theory (I
= Inthe case of settlement of creditors through a recorded assets, no entry will be passed in the books of Afc. If part
payment is made in asset in cash, then the entry will be made for cash payment only.
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18. Journal
Date Particulars LE Debit Credit
Amount (T) Amount (€)
2019 Cash Afc Dr. 4000
Mar. 31 To Realisation Afc 4,000
[Being unrecorded sold)
Mar.31 | Uday's Loan Afc Dr. 30,000
To Cash Adc 30,000
(Being Uday's loan paid)
Mar. 31 Realisation Afc Dr. 42,000
To Tara's Capital Ak 42 000
{Being remuneration payable for dissolution)
Mar.31 | Tara's Capital Adc Dr. 51,000
To Cash Adc 51,000
[Being realisation expenses paid by firm, bormne by partner)
Mar. 31 Realisation Afc Dr. 11,000
To Cash Ade 11.000
|Being creditors accepted investments and balance paid in cash)
Mar.31 | Realisation Adc Dr. 45,000
To Uday's Capital Afc 45 000
[Being Uday agreed to pay Mrs. Uday loan)
Mar. 31 Maina's Capital Afc Dr. 10, 000
Uday's Capital Afc Dr. &,000
Tara's Capital Ak Dr. 4,000
To Profit & Loss Afc 20,000
Mote: Mo entry for investment accepted by creditors.
1%, Jourmal
Date Particulars LE Debit Credit
Amount (€) | Amount (€)
2019 Realisation Afc Dr. 45 000
Mar. 31 To Niyati's Capital Afc 45,000
{Being unrecorded liability paid by the partner)
Mar.31 | Realisation Adc Dr. 32,000
To Cash Afc 32,000
(Being creditors accepted furniture and balance amount paid in
cash)
Mar.31 | Kartik's Loan Afc Dr. 18,000
To Cash Adc 18,000
(Being Kartik's loan paid)
Mar. 31 Ratik's Capital Afc Dr. 72,000
To Realisation Ak 72,000
{Being stock taken over by Ratik)
Mar. 31 Realisation Afc Dr. &, 000
To Kartik's Capital A &, 000
(Being dissolution expenses paid by Kartik on
firm's behalf)
Mar.31 | Miyati's Capital Afc Dr. 20,000
Kartik's Capital A/ Dir. 12000
Ratik's Capital Ade Dr. 8,000
To Realisation Afc 40,000
{Being loss on dissolution charged to partners)
Mote: Mo entry for furniture accepted by creditors. Expenses have been assumed to be borne by the firm.
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Date Particulars LE Debit Credit
Amount (T) Amount ()
2019 Cash Ajc (74,000 - 3,000) Dr. 71,000
Mar. 31 To Realisation Ajc (74,000 - 3,000) 71 000
(Being furniture sold and auctioneer’'s commission paid)
Mar. 31 Priva's Capital Afc Dr.
To Realisation Ak 7,000
(Being unrecorded compuber taken over by 7.000
Priva. a partner)
Mar. 31 Realisation Afc Dr.
To Cash Ade 44 000
{Being creditors paid in full settlement of their dues) 44 000
Mar. 31 Realisation Afc Dr.
To Muskaan's Capital Afc 20,000
{Being Rohan's sister loan paid by Muskaan) 20,000
Mar. 31 Realisation Afc Dr.
To Rohan's Capital Afc 15,000
(Being expenses on dissolution paid by partner) 15,000
Mar. 31 Realisation Afc Dr. 15,000
To BEohan's Capital Afc 15,000
[Being expenses on dissolution paid by partrer)
Mar.31 | Muskaan's Capital Afc Dr. 8,000
Priya's Capital Afc Dr. 12,000
Rohan's Capital Afc Dr. 4 000
To Realisation Afc 24,000
{Being loss on dissolution charged to partners)
Mote: Expenses have been assumed to be borne by the firm.
21, Journal Entries
Particulars Dr. () Cr.[¥)
(i} | Realisation Afc Dr. 12,000
To Dharam's Capital Afc 12,000
{Realisation Expenses borne by Dharam against that remuneration paid to him)
(i) |Jay's Capital Afc Dr. 16,000
ToVijay's Capital Afc 16,000
{Being realisation Expenses borne by Jay paid by Vijay)
Realisation A Dr. 15,000
To Jay's Capital Ade 15,000
{Being the remuneration due to partner)
(i} | Realisation &Afc Dr. 7,000
To Deepa’s Capital Afc F.000
{Being the remuneration due to partner)
Deepa Capital Afc Dr. &, 000
ToBank Adc 6,000
(Being realisation Expenses Paid on behalf of the partner)
(iv) | Dev's Captial Afc Dr. 7,500
To Realisation Afc 7,500
{Being stock took away by the partner as remuneration)
iv] | Realisation Afc DCr. 10,000
To Jeev's Capital Ak 10,000
(Being Commission due to the partner as realisation expenses)
Jeev's Capital Afc Dr. 12, 06000
To Cash Adc 12,000
{Being dissolution expenses paid by firm)
{wi) | Cash/Bank Afc Dr. 7,800
To Realisation Afc 7,800
{Realization Expenses settled with debtor Amount)
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22. Dr. Realisation Account Cr.
Particulars Amount (¥) Particulars Amount ()
To Stock 10,000 | By Provision for Bad debits 5,000
To Debtors 25,000 | By Sundry Creditors 16,600
To Plant and Machinery 40,000 | By Bills Payable 3400
To Bank : By Mortgage Loan 15.000
Sundry Creditors 16,000 By Bank-Assets realised :
Bills Payable 3,400 Stock &, 700
Mortgage Loan 15,000 34,400 Debtors 12,500
To Bank (outstanding repairs) 400 Plant and Machinery 36,000 55,200
To Bank (Exp.) 620 | By Bank-Unrecorded assets realised 6,220
By Loss (balancing fig) transferred to
Partners’ Capital Afe:
Bora (T 2.000 = 5/9) 5,000
Singh (¥ 9,000 = 3/9) 3,000
Ibrahim (T 9,000 = 1/9) 1,000 2,000
1.10,420 110420
Dr. Capital Account Cr.
Particulars Bora(¥) | Singh(¥) |Ibrahim (€} Particulars Bora(®) | Singh(¥) |lbrahim (€)
To Realisation Afc 5,000 3,000 1.000 | By Balance by/d 22 000 18,000 10,000
To Bank Afc 19.500 14.500 2.500 | By General Reserve
2,500 1,500 500
24,500 12,500 10,500 24500 19,500 10,500
Dr. Bank Account Cr.
Particulars Amount (¥) Particular Amount ()
To Balance b/d 19,500 | By Realisation [Liabilities) 34,400
To Realisation (Assets realised) 55,200 | By R!a[isat:rmmnram-ded]iahiﬁthesl 400
To Realisation A/c (unrecorded assets) 6,220 | By Realisation Aje (Expenses) 420
By Bora's Capital Adc 19,500
By Singh's Capital Afc 14,500
By lbrahim's Capital Afc 2.500 45,500
80,920 B0, 920

L Answer Tips (7]

= For each of the calculation, write the solution properly and stepwise, even if the answer is not correct. As CBSE marking
scheme follows the stepwise procedure for allocation of marks.

23. Dr Realisation Account Cr.
Particulars Amount (¥) Particular Amount (%)
To Sundry Assets - By Provision for bad debts 1.000
Machinery 10,000 By Sundry Creditors 15,000
Stock 21,000 By Sheela’s Loan 13,000
Debtors 20,000 By Repairs and Renewals Reserve 1,200
Prepaid Insurance 400 By Cash — Aszets sold -
Imveestments 3,000 54,400 Machinery B.000
To Mala's Capital Adc- (Sheela's Loan) 13,000 Stock 14,000
To Cash - Creditors paid 15,000 Debtors 16,000 38.000
To Cash - Dishonour bill paid 5,000 | By Mala's Capital - Investments 2000
To Cash - Expenses 800 | By Loss (Balancing fig) transferred to
Partners’ Capital Asfc:
Mala 2000
Meela &,000
Kala 3,000 18.000
88,200 88,200
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Dr. Capital Account Cr.
Particulars Mala (T) | Neela (¥) | Kala(®) Particulars Mala(¥) | Neela(¥) | Kala(¥)
To Realisation Afc 2000 &,000 3,000 | By Balance b/d (Balancing | 10000 15000 2,000
To Realisation Afc 2,000 = = figure) 13.000 = =
To Cash Adc 12,000 2,000 - By Realisation Afc - = 1,000
By Cash A
23,000 15,000 | 3,000 23000 15000 3,000
Dr. Cash Account Cr.
Particulars Armvount () Particulars Amount (T)
To Balance b/d 2,800 | By Realisation Afe [Creditors Paid) 15,000
To Realisation A (Sabe of Assets) 38,000 | By Realisation A/ (Dishonour Bill) 5,000
To Kala's Capital Afc 1,000 | By Realisation AJc (Expenses) BOO
By Mala's Capital Afe 12,000
By Meela's Capital Adc L.000
41,800 41,800
24. Dr. Realisation Account Cr.
Particulars Amount (T) Particulars Amount (%)
To Debtors 60,000 | By Creditors 45,000
T Stock 85,000 | By Shanti's Current/Capital Afc 30.600
T furmiture 1,000,000 | (Stock - ¥ 34,000 - T 3,.400)
To Machinery 1,30,000 | By Bank A/c (Realisation) :
To Bank A/c (Payments) - Stock 40,000
Cutstanding Bill 12,000 Furniture 80,000
Creditors 45,000 &4.000 Investment 20,000
Machinery 70,000
Debtors 55,000 2.65,000
By loss transferred to
Shantl’s Current/Capital Afc 78,720
Satya's Current/Capital Afc 19.680 98,400
4,39.000 4.39,000
25
Dr. Realisation Account Cr.
Particulars Amount (T) Particulars Arnount (%)
To Debtors 340000 | By Creditors 1.50,000
To Stock 1.50.000 | By Hanif's Capital Ak 67,500
To furniture 4 40,000 | (Stock : T 75,000 = T 7500)
To Machinery 8,20,000 | By Bank Afc (Assets Realised) :
To Bank AJfc (Creditors) 1.50.000 Stock 65,000
To Hanif's Capitals Adfc B.000 Debtors 3.23,000
(Realisation Expenses) Machinery 74,000 462,000
By Jubed's Capital A/c (Furniture) 1.35.000
By Logs transferred to:
Hanif's Capital Afc 742333
Jubed's Capital Adc 371167 11.13.500
19.28,000 19.28,000
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Dr. Realization Ajc Cr
Particulars L 4 Particulars L4
Debtors 48,400 | Creditors 11,500
Stock in trade 15,000 | Loan 3.500
Furniture 2,000 | Provision for doubtful debts 2400
Sundry Assets 34,000 | Michael’s Capital Afc
(Furniture + Debtors) 37.000
Michael's Capital Afc 10,000 | Jackson's Capital Ak
(Creditors) (Stock + Sundry Assets) 42 800
John's Capital Afc 3,500 | John's Capital Afc
{Loan) (Sundry Assets) 1.800
John's Capital Afc 600 | Bank AJe (Debtors) 4200
(Realisation Expenses) Loss t/f to:
Bank Afc (creditors) 1,500 Michael 7680
Jackszon 2560
Johin 2560 12,800
1,16,000 1,156,000
Dr. Partner's Current A/c Cr.
Particulars Michael | Jackson John Particulars Michael | Jackson John
(% () ® () () L4
Realisation Afc 7680 25580 2.560 | Balance b/d 50,000 | 25000 14,000
Realisation Afc 37000 | 42800 1.800 | Realisation Ajc 10,000 - 4,100
Bank A/c 15320 — 13,740 | Bank A/c = 20,380 =
60,000 | 45350, 18,100 60,000 | 45360| 18100
Dr. Bank Ajc Cr.
Particulars L4 Particulars L4
Balance b/d 6,000 | Realistion Adc 1,500
Realistion Afc 4,200 | Michael’s Capital Ajc 15,320
Jackson's capital Adc 20,380 | John's Capital Adc 13,740
30,560 30,560
27
Dr. Realisation A/c Cr.
Particulars Amount (¥) Particulars Amount ()
To Sundry Assets By Sundry liabilities
Plant 220,000 Creditors F5,000
lvvestrment 70,000 Bills payable 40,000
Stock 50,000 Oys salary 35,000 1.50.000
Debtor &0.000 400,000 By Bank {Assets realised) 2.31.500
To Bank (Liab. paid) 1,50,000 | BY Loss UTto Capital Afe
. Srijan 79400
To Bank (Unrecorded liab.) 7.500
2 % Raman 79400
To Bank [Contingent liab.) 15,000 M 39700 500
Ta Srijan’s Capital Ac 75,00 e 3900 1,98,
(1,50,000 = % = Commission) 5,80,000 5.80,000
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Dir. Capital Asfc Cr.

Particulars Srijan Raman | Manan Srijan Raman MManan
To Balance B/d 10,000 | By Balance B/d 20000 | 150000 &5700
To Profit & loss Adc 32000 32000 14,000 | By Realisation Ak 7.500 —_ _
To Realisation Aje 79400 ) 79400 39700 | (comm.)
(hoss) 26,100 | 38,600 o s
To Bank Afc 207500 | 1,50,000 | 65,700 207,500 | 1.,50,000 | 6&5,700
Dr. Bank A/ Cr.
Particulars Amount (¥) Particulars Amount ()
To Balance b/d 10,000 | By Realisation Adc (liab.) 1.500000
To Realisation Afc (Assets) 2,31,500 | By Realisation (unrecorded) liab. 7.500
To Manan's capital 45,700 | By Realisation Af [cont. liab.) 15,000
By Srijan's capital Adc 256,100
By Raman's capital Afc 38,600
3,07 200 307,200

Commonly Made Mistake @-

= Fictitious assets such as debit balance of profit  and loss account or advertisement suspense atcount etc are not
transferred to Realisation account. These are directly debited to partners’ capital accounts in their profit sharing ratio.

9\ CBSE Sample Questions /I

1. {a): Dissolution of Partnership (1)
Basis of Distinction Dissolution of Partnership Disolution of Partnership Firm
Settlernent of assets and liabilities Assets are révalued and liabilities are | Assets are sold and liabilities are paid
reassessed. off.
Economic relationship Economic  relationship  between | Economic relationship between the
the partrers continues, though in a | partners comes to anend.
changed form.
(1= 2)
2. [a): BankAj/c Dr.
To Loan to Partner Afc (1)
4. (b): T48,000 (1)
5. [d): Interest on Partner's Capital. (1)
&. Journal
Date Particulars LLE Debit (€) Credit (¥)
(i) X's Capital Adec Dr. 5,000
To ¥'s Capital Adc 5,000
[Being Realisation expenses of T 5,000 were to be borne by X,
whereas, paid by Y.)
(i} X'z Capital Afc Dr. 5,000
¥'s Capital Afc Dr. 5,000
As Capital Afc Dr. 5,000
B's Capital Afc Dr. 5,000
To Realisation Ajc 20,000
{Investment taken over by all partrers)
{iii) ¥'s Loan Afc Dr. 50,000
To Bank Afc 48,000
To Realisation Ajc 2,000
{(Y"s loan of ¥50,000 settled at ¥ 48.000)
{iv) Mo Entry

(1= 4)
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7. (di: ¥ 30,000 (loss)
g. Journal Entries in the Books of Charu, Dhwani, lknoor and Paavni

(1)

Date

Particulars

L.F.

Dr. Amount ¥

Cr. Amount ¥

()

(iii)

{iv)

Crhwani's Loan Ade
To Bank Afc
To Realisation Adc
{Dhwani's Loan of ¥ 50,000 settled at ¥ 42,000)

Dr.

Paawnis Loan Afc Dr.
To Realisation Adc
{Paavni's Loan of ¥ 40,000 settled by giving an unrecorded

asset)

Realisation Adec Cir.
To Loan ta Charu Afe

(Loan to Charu was settled by payment to Charu's brother
Loan)

lknoor’s Loan Afc
To Realisation Afc
To Bank Afc
{lknoor's Loan of ¥ BO00O and Machinery was given as part
payment and rest through bank)

Dir.

50,000

40,000

60,000

B0.000

42.000
8.000

40,000

60,000

&0,000
20,000

Books of Jaganath Assoclates

(4)

Date

Particulars

LE

Dr.
Amount (¥)

Amount (¥) |

31.03.2021

31.032021

31.032021

31.032021

31.03.2021

Bank Afc
To Realisation Ak
(Being old machinery realised)
Realisation Ajc
To Bank Afc
{Being payment made to bank for bill discounted)

Dr.

Dr.

Madhusudan's Loan Afc
To Realisation Afc
To Bank Afc

(Being payment made against Madhusudan's loan through an

unrecorded asset and cheqgue)

Dr.

Madhav's Capital Afc
Madhusudan's Capital Ak
Mukund's Capital Afc

To Realisation Adc
(Being unrealised stock taken by partners in their profit sharing
ratio]

Dr.
Dr.
Dir.

Mukund's Capital Afc
To Realisation Afc
{Being realisation expenses paid on behalf of Mukund)

Dr.

Realisation Afc
To Bank Afc
(Being payment of vehicle loan made)

Dr.

42,000

6,000

1.00.000

10,000
10,000
10,000

5,000

60,000

42,000

6,000

75,000
25,000

30,000

5,000

60,000

{1x 5)
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