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14.Verma and Sharma were partners sharing profits in the ratio of 3 : 1. On 31st March, 2011, their
balance sheet was as follows:

Balance Sheet
as at 31st March, 2011

Capial Alcs Land and Building
Verma 120000 Machinery
Sharma 80000 | 200000  Debtors

Creditors | 70000  Bank

270000

The firm was dissolved on 1st April, 2011 and the assets and liabilities were settled as follows:
(i)Creditors of Rs 50,000 took over land and building in full settlement of their claim.

(i))Remaining creditors were paid in cash.

i)Machinery was sold at a depreciation of 30%.

(iv)Debtors were collected at a cost of Rs 500.

(v)Expenses on realisation were Rs 1,700. Pass necessary journal entries for dissolution of the firm.
(Delhi 2012)
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Ans.

Date U Amon | Amtco
201 |
Apr1 . Realisation A/c or | 210000 |
To Land and Building A/c | | 7000
To Machinery A/c | 60,000
To Debtors Alc ! 80,000
| (Being assets wransferred to realisation accourt) . o |
Creditors A/c or | 70,000 |
| ToRealisation Alc . | 7000
| (Being crditors transferred to reaisaton account] | |
| Realisation A/c | 20000 |
| ToBankAve ! | 20000
| (Being remaining creitors paid off) . |
Bank A/c (42,000 +78,500) 1,21,500
To Realisation Alc 12150
| (Being machinery of 42,000 and debtors at2 7
;‘mnuﬁm A 1700

| ToBank Alc . |1
| (Being realisaion expenses pid) | i
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Date |

| Verma's Capital A/c
" | Sharma's Capital A/c
| ToRealisation Alc
e
Verma's Capital Alc
Sharme's Capital Alc

io oss ansfered 1 arvescaptal accour)_

ToBank Ale
(Being fina payment mads to parners)
Working Note
(0 Or Reallsation Account
T raniculans Amt @ Particulars
To Suntry Assets Alc I | By Creditors A
Land and Buikling 70000 | | ByBankAlc
Machinery 60000 | Machinery 2000
Debtors 8000 | 210000 | Debtors 79500 12150
To Bank AVc (Creditors) 20,000 | By Loss Transferred to
To Bark Al (Expenses) 1700 | Verma's Capital Alc 20180
| Shama's Capial A2 10050 40200

23170
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(i#) Or Partners’ Capltal Account
T rarticulars [ Verma | Sharma | paticulars
o Realisaton A/ Loss) 30150 | 10050 | ByBalanceb/d

ToBork A(Fralpayment | 83380 | 50950
12000 | a0

12000 80000

0000

1
l_ 12000 |
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21.Pass the necessary journal entries for the following transactions on the dissolution of the firm of K and
L after the various assets (other than cash) and outside liabilities have been transferred to realisation
account.

(i)Bank loan Rs 15,000 was paid.

(i)Stock worth Rs 20,000 was taken over by a partner L.

(iii)K paid Rs 9,000 to a creditor.

(iv)A liability not appearing in the books of accounts settled Rs 3,700.

(v)Expenses on realisation Rs 900 were paid by L.

(vi)Profit on realisation Rs 7,100 was distributed between K and L in 7 : 3 ratio.
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JOURNAL
| iculars [ [ amt©n [ Amtco
| Realisation A/c or 15000
| ToBankA/c . 15000
(Being bank loan paid) | |
(i Us Capital Alc o | 20
To Realsation Alc | 20000
| (Being stock taken over by L) P
(i) | Realisation A/c orl | 9000
| ToK'sCapital Alc i 9,000
| (Being acreditr paid by K) o I
(iv) | Realisation A/c o 3700
ToBark Alc [ 370
(Being an unrecorded liability paid) - :
)| Realisation Alc ol | w0
ToL's Capital Alc: I | %0
| (Being realsation expenses paid by L) L
il iRea\isaumA/c uvi i 7100
| Tok's Capital AVc [ 4970
ToL's Capital Ale i ‘ 2130

Being realisation profit transferred to partners capital account)
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|.Distinguish between ‘dissolution of partnership’ and ‘dissolution of partnership firm’ on the basis of
Sourt’s intervention. (All India 2014)
Ans.

Difference between dissolution of firm and dissolution of partnership are:

Basis ~ Dissolution of firm Dissolution of partnership

Court'sintervention It can be sither voluntarily by the partnersor It is aways voluntarily.
ompulsorily

 Distinguish between ‘dissolution of partnership’ and ‘dissolution of partnership firm’ on the basis of
losure of books. (Delhi 2014)

Ans.

Difference between dissolution of firm and dissolution of partnership are:

Basis Dissoluti

of firm Dissolution of partnership

Closure of books  Books of accounts of the firm are closed.  Books of accounts of the firm need not be closed.

3 Identify a situation, under which court may order for dissolution of a partnership firm. (Compartment
2014)
Ans. A court may order for dissolution of a partnership firm on insanity of a partner.
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4.1dentify a situation for compulsory dissolution of a partnership firm.(Compartment 2014)
Ans. A firm is compulsorily dissolved on the insolvency of all the partners

5.Name the asset that is not transferred to the debit side of realisation account, but brings certain amount
of cash against its disposal at the time of dissolution of the firm. (Compartment 2014)
Ans. Unrecorded asset.

6.Name the liability which is not shown in the balance sheet, but paid at the time of dissolution of ~the
firm.  (Compartment 2014)
Ans. Unrecorded liability.

7.When an asset is taken over by a partner, why is his capital account debited? (Delhi 2012)
Ans. When an asset s taken over by a partner, his capital account is debited because the value of the asset
is charged from his capital thus, his capital account is reduced.

8.When a liability is to be discharged by a partner, why is his capital account credited? (All india 2011)
Ans. When a liabilty is to be discharged by a partner, his capital account is credited because the partner's
claim is increased over the firm by the amount of liability discharged by him, thus his capital account is
increased.
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and ‘dissolution of partnership firm’ on the basis of

Difference between dissolution of firm and dissolution of partnership are:
Basis Dmv!ullun of firm Dissolution of Ilinnullﬂp

Couts nterenton It can be sitver volutary by he parnersor 15 aiways valuntarly.
mpulsorily rder

2.Distinguish between ‘dissolution of partnership’ and ‘dissolution of partnership firn’ on the basis of
slosure of books. (Delhi 2014)

Ans.
Difference between dissolution of firm and dissolution of partnership are:
Dissolution of nmnershln

Basis Dissolution of

Closure of books  Books of accounts of the firm are closed.  Books of accounts of the firm need not be closed.

3.Identify a situation, under which court may order for dissolution of a partnership firm. (Compartment

2014)
Ans. A court may order for dissolution of a partnership firm on insanity of a partner.
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Ans.

or Realisation Account cr
Particulars TAmm | | AmED
To Sundry Assets Alc | By Sundry Lizblities A/c
Dettors 340000 | Creditors 150,000
Stock 150000 By Bank A/ (Assets realsed) |
Fumiture 460,000 Debtors 323000 |
Machinery 820000 | 1770000 | Stock 65000
To Bank A/c (Creditors) 150000 | Machinery 74000 | 462000
To Hanif's Current A/ | 8000 | ByHanif's Current A/c (Stock] | 7500
(Realisation expenses) | ‘ By Jubed's Current A/c (Furniture) | 138000
| ByLoss Tanstord o Curent 'S |
| Henif 74230
Jubed 371,167 | 1113500

19,28,000






