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1. Give two circumstances in which sacrificing ratio may be applied? 
2. How the factors of nature affecting the goodwill of the partnership firm? 
3. What do you mean by partnership deed? 
4. Give one difference between Revaluation Account & Realization Account? 
5. What are super profits? 
6.  Where would you record interest on capital when capitals are fixed? 
7. Distinguish between Sacrificing Ratio & Gaining Ratio. 
8. The books of the business showed that the capital employed was 10 Lakh and 

the profits for the last five years were 80,000, 1,00,000, 1,10,000,  
1,40,000 and 1,70,000.  You are required to find out the value of goodwill 

based on 3 years purchase of Super Profits of the business given that the normal 
rate of return is 10%. 

9. A, B and C were partners in a firm.  On 1st April 209 their fixed capitals stood at 
50,000, 25,000 and 25,000 respectively. 

As per the provisions of the partnership deed: 
a) B was entitled for a salary of 5,000 p.a. 
b) All the partners were entitled to interest on capital at 5% p.a. 
c) Profits were to be shared in the ratio of capitals and C gets a guaranteed 

amount of profit 10,000 every year. 
d) Any deficiency arises, it will be borne by A. 

The net profit for the year ending 31.03.2010 of 45,000 was divided equally 
without providing for the above terms. 

Pass an adjustment journal entry to rectify the above error. 

10. A and B were partners sharing profits and losses in the ratio of 3:2.  They 
admitted C into partnership for 1/5th share in profits.  C brought 50,000 as 
capital and 10,000 as his share of goodwill.  At the time of admission goodwill 
was appearing in the books at 3,000.  A and B withdrew half of their share of 
goodwill from the firm.  Partners decided to share future profits in the ratio of 
5:3:2.  Pass necessary journal entries. 

11. Neena and Meena were partners.  The partnership deed provided for: 
a) Profits to be divided as Neena 2/5 and Meena 3/5 
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b) The accounts are closed on March 31st each year 
c) In the event of death of a partner the executors will be entitled to: 

I. Capital to credit on the date of death 
II. Interest on capital at 12% p.a. 

III. Interest on drawing 6% p.a. 
IV. Proportion of profit to the date of death based on the average 

profits for the last three years. 
V. Share of goodwill based on 3 years purchase of average profits of 

preceding 3 years. 

The following information is provided to you: 

Neena’s Capital 1,20,000, Meena’s Capital 80,000, Reserves 
30,000, Cash 1,10,000 and Goodwill 70,000. 

Prepare Neena’s Capital Account to be presented to her executors who 
died on 31-May-07.  The profits for the three preceding years were 
84,000, 90,000 and 99,000. 

12. Following was the balance sheet of D, T and G as at 28-Feb-02. 

Liabilities  Asset  
Creditors 50,000 Bank 20,000 
Bills payment 10,000 Debtors 30,000 
G’s Loan 8,000 Stock 20,000 
R’s Loan 12,000 Furniture 15,000 
General reserve 20,000 Land & building 2,45,000 
Capital Account  G’s Capital 20,000 
D – 1,00,000    
T – 1,50,000     
 2,50,000   
 3,50,000  3,50,000 

The firm was dissolved on the above date on the following terms. 

I. Debtors realized 28,000, Creditors and bills payable were paid at a 
discount of 10%. 

II. Stock was taken by T for 15,000 and furniture was sold to N for 
12,000. 
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III. Land and building were sold for 2,80,000. 
IV. R’s loan was paid by cheque for the same amount 
V. Firm had a joint life policy of 5,00,000 with a surrender value of 

1,00,000.  The policy was surrendered at its surrender value. 

Prepare the Realization Account, Bank Account and Partners Capital Account.    

13. Ramesh, Suresh and Dinesh were partners in a firm sharing profit in the ratio of 
3:3:4.  Their capitals were 5,00,000, 4,00,000 and 5,00,000 respectively.  
The firm closes its books on 31st March every year.  On 30-Sept-06 Ramesh died.  
The executor of a deceased partner, according to the agreement, was entitled for 
the following. 

I. Interest on capital from the first day of the accounting year till the 
date of his death @9% p.a. 

II. His share of goodwill – The goodwill of the firm was valued at  
1,80,000. 

III. His share of profits – The profit of the firm till his date of death was 
1,20,000. 

IV. His drawing was 60,000 and interest on drawing charged at 6%.  
Ramesh Executor was paid the sum due in two equal annual 
installments with interest @10% p.a.  Pass necessary journal entries 
and prepare Ramesh’s capital account. 
 

14. Pass the necessary journal entries for the following transactions of the 
dissolution of the firm of Geethu and Meethu after the various assets (other than 
cash) and outside liability have been transferred to realization account. 

I. Creditors paid 18,500 in full settlement of their claims of 
21,000 

II. Geethu agreed to pay her hunband’s loan 17,000 
III. Other assets realized 80,000 
IV. Expenses of realization 25,000 were paid by Meethu 
V. Stock 40,000 was taken over by Meethu for 40,000 

VI. Profit on dissolution 9,000 was divided between Geethu & 
Meethu in the ratio of 2:1.  
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15. A, B and C are partners sharing profits and losses in the ratio of 2:3:5.  On 31-
Mar-10 their balance sheet was 

Liabilities  Asset  
Capital Account  Cash 18,000 
A 36,000 Bills receivable 24,000 
B 44,000 Furniture 28,000 
C 52,000 Stock 44,000 
Creditors 64,000 Debtors 42,000 
Bill Payable 32,000 Investments 32,000 
Profit & Loss Account 14,000 Machinery 34,000 
  Goodwill 20,000 
    
 2,42,000  2,42,000 

They admit D into partnership on the following terms: 

I. Furniture, investments & machinery to be depreciated by 15% 
II. Stock is revalued at 48,000 

III. Outstanding rent amounted to 1,800,  
IV. Prepaid salaries 800 
V. D brings in 32,000 as his capital and 6,000 for goodwill in cash for 

1/6th share of future profits of the firm. 
VI. Adjustment of capitals to be made in cash 

VII. Capital of the partner shall be proportionate to their profit sharing ratio 
taking D’s capital as base 

Prepare Revaluation Account, Partner’s Capital Account and the Balance Sheet of 
the new firm.    

**************** 
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