Subject — Accountancy
Topic — Admission of Partner
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(9) Balance sheet of Neha and Rimpa who shared profit and loss in the ratio 4:3 was as Follows 31/03/2020.

Balance Sheet of Neha and Rimpa as on 31/03/2020

Liabilities Amount (X) Assets Amount (%)
Bills Payble 5200 | Cash in hand 8200
Sundry creditors 15000 | Cash at bank 12000
Outstanding Expenses 1800 | Sundry debtors 30000
Capital: Less provision 1200 28800
Neha — 75000 Stock 18000
Rimpa — 50000 125000 | Plant and machinery 30000
- Building 50000
147000 147000
On 1°t April 2020 Sanjukta admitted as a partner on the following condition:
a. Sanjukta was to get 1/6 th share of future profit.
b. She had to bring 40000 as her capital and X 14000 as premium for goodwill by cheque.
c. Building was valued at X 45000 and Plant and machinery at X 32000.
d. A provision for doubtful debts is to be created @ 5% on Sundry Debtors.
e. The value of stock be reduced to X 17000.
f. A creditor of X800 is not likely to claim his money and is to be written off.
Show Journal Entries.
Ans.
In the books of Neha, Rimpa and Sanjukta.
Journal Dr. Cr.
Date Particulars L.F. | Amount (X) | Amount (X)
1/04/2020 | Bank A/c Dr. 54000
To Sanjukta’s Capital A/c 40000
To Premium for goodwill A/c 14000
(Being cheque brought in by Sanjukta as Capital and Premium for
Goodwill)
Premium for goodwill A/c Dr. 14000
To Neha’s Capital A/c 8000
To Rimpa’s Capital A/c 6000
(Being the premium for goodwill transferred to Old partner’s Capital
A/c in Sacrificing Ratio 4:3)
Revaluation A/c Dr. 6300
To Building A/c 5000
To provision for doubtful debt A/c (X 1500 - X 1200) 300
To Stock A/c 1000
(Being decrease in the value od sundry assets on revaluation)
Plant and Machinery A/c Dr. 2000
To Revaluation A/c 2000
(Being increase in the value of plant and machinery)
Sundry creditors A/c Dr. 800
To Revaluation A/c 800
(Being the amount not likely to be claimed by the creditors)
Neha'’s Capital A/c Dr. 2000
Rimpa’s Capital A/c Dr. 1500
To Revaluation A/c 3500
(Being the loss on revaluation transferred to old partner’s Capital A/c
in Old ratio 4:3)




Workings
New profit-sharing ratio:

Neha =4/7
Rimpa =3/7
Sanjukta’s share = 1/6
Rest share=1-1/6=5/6
So, Neha’s share =5/6 x 4/7 = 20/42
Rimpa’s share =5/6 x 3/7 = 15/42
So, new ratio Neha: Rimpa: Sanjukta = 20/42: 15/42: 1/6
Or 20/42:15/42:7/42

=20:15:7
Sacrifice ratio = Old ratio — New ratio
Neha =4/7 -20/42 = 4/42
Rimpa =3/7 —15/42 = 3/42

So, Sacrifice ratio = 4:3



(10) Following is the balance sheet of A and B who shared profit and loss in the ratio 1:1. Balance sheet as on 31 March
2021 -

Liabilities Assets
Capital account Building - 50000
A —50000

B — 30000 80000
Creditors - 20000 Plant and Machinery 30000
Reserve - 10000 Stock 20000
Bills Payable 10000 Debtors 10000
Cash 6000
Preliminary expenses A/c 4000
120000 120000

On 15t April 2021 they admitted C as a new Partner. The following are the adjustments: -

i.  Cwill bring 60% of the Combined adjusted capital of A and B and Rs 4000 as premium for goodwill in
cash for % share.
ii.  Value of plant and machinery reduced by 10%.
iii.  Building appreciated by 20%.
iv.  Provision for Doubtful debts to be created 5% on debtors.
v.  An outstanding claim for damages for Rs 500 to be provided for.

Show Revaluation A/c, Partners Capital A/c and the balance sheet as on that date.



Solution: -

REVALUATION A/C
Dr. Cr.
Particulars Amount Particulars Amount
Rs. Rs.
To Plant and Machinery A/c 3000 By Building A/c 10000
(30000 x 10%) (50000 x 20%)
To provision for Doubtful debt A/c 500
(10000 x 5%)
To Outstanding claim for damages A/c 500
To partners’ capital A/c
A~ (6000 x 5) 3000 6000
B - (6000 x 5) 3000
(Profit on Revaluation) 10000 10000
PARTNER’S CAPITAL A&/C
Dr. Cr.
Particulars A(Rs) | B(Rs) | C(Rs) Particulars A(Rs) | B(Rs) | C(Rs)
To Preliminary Expenses 2000 | 2000 By balance b/d 50000 | 30000 -
Alc By Revaluation A/c 3000 | 3000 -
(Written off) By reserve A/c 5000 | 5000
To Balance c¢/d 58000 | 38000 | 57600 | By cash A/c 2000 | 2000
(Premium for goodwill
Sacrifice Ratio)
By cash A/c - 57600
(Capital of C)
60000 | 40000 | 57600 60000 | 40000 | 57600
BALANCE SHEET ASON 1/4/21
Liabilities Amt. (Rs) | Amt. (Rs) Assets Amt. (Rs) | Amt. (Rs)
Capital A/c Building 50000
A- 58000 Add. Appreciated 10000 60000
B- 38000 Plant and Machinery 30000
C- 57600 153600 Less depreciation 3000 27000
Creditors 20000 Stock 20000
Bills Payable 10000 Debtors 10000
Outstanding claim for 500 Less provision for Baddebt 500 9500
damages Cash 6000
Add. Premium for goodwill 4000
Add. Capital of C 57600 67600
184100 184100




Workings

1. New ratio: - Total share =1
Share of C=7
Balance share=1-%=%
So, Shareof A=Vax Vo=V
Shareof B=Y2x%=%
Share of C=7%

1¥2_1.1:2

So, AB:C:=%:%: =
2x2

2. Sacrificing ratio = Old ratio — New ratio
Sacrificeof A=Y - ="
Sacrificeof B=%-% =%
So, Sacrificeratio=1:1
3. Adjusted capital of A =Rs. (50000 + 3000 + 5000 + 2000 — 2000) = Rs. 58000
Adjusted Capital of B = Rs. (30000 +3000 + 5000 + 2000 — 2000) = Rs. 38000

Combined adjusted capital = = Rs. 96000

So, Capital of C = 96000 x % = Rs. 57600

Sankar Sadhukhan
Uttam Mukhopadhaya

Prasanta Modak




