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CA Foundation Accounts Test Series 
 

Chapter 8 Partnership Accounts  
 
1. Ramu and Mamu were partners in a firm sharing profits and losses in the ratio 3:2  
Their Balance Sheet as on 31st March, 2020 was as follows: 

 
Damu was admitted as partner from 1st April, 2020 on the following terms:  

1. He shall bring Rs 1,50,000 as capital and goodwill.  

2. He shall get 1/5th share in future profits, to be acquired equally from Ramu and Mamu.  

3. Goodwill of the firm to be valued at Rs 2,50,000. It was agreed that goodwill shall not appear in the 
books of accounts.  

4. Land & Building is to be appreciated by 50% and inventory is revalued at Rs 60,000  

5. Machinery to be depreciated by 20%. Debtors of  Rs 2,800 are to be written off as bad debts and a 
Reserve for doubtful debts should be created @ 5% of debtors.  

6. Furniture to be reduced to Rs 40,000  

7. After admission of Damu, capitals of the partners’ to be adjusted in their new profit sharing ratio, 
taking Damu’s capital as base.  

You are required to prepare:  

1. Revaluation account  

2. Partners’ capital accounts.  

3. Cash and bank account.  

4. Balance Sheet after admission 
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2. The profits and losses for the previous years are: 2017 Profit Rs 5,000, 2018 Loss Rs 8,500, 2019 Profit 
Rs 25,000, 2020 Profit Rs 37,500. The average Capital employed in the business is Rs 1,00,000. The rate 
of interest expected from capital invested is 10%. The remuneration from alternative employment of the 
proprietor Rs 3,000 p.a. Calculate the value of goodwill on the basis of 3 years’ purchases of Super 
Profits based on the average of 4 years. 

3. Arup and Swarup were partners. The partnership deed provides inter alia: 

(i)That the annual accounts be balanced on 31st December each year; 

(ii)That the profits be allocated as follows: 

Arup: One-half; Swarup: One-third and -Carried to reserve account: One sixth; 

(iii)That in the event of death of a partner, his executor will be entitled to the following: 

(1)The capital to his credit at the date of death; 

(2)His proportionate share. of profit to date of death based on the average profitsof the last three 
completed years; and 

(3)His Share of goodwill based on three years' purchase of the average profits forthe three preceding 
completed years. 

                                       Trial Balance as on 31st December, 2018 

 

The profits for the three year were 2016: Rs 51,000; 2017: Rs 39,000 and 2018: Rs 45,000. 
Swarup died on 1st May 2019.  
Show the calculation of Swarup (A) Share of profits; (B) Share of Goodwill; (C) Draw up Swarup's 
Executor Account as would appear in the firms' ledger transferring the amount to the Loan account. 
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4. On 31st March, 2020, the Balance Sheet of P, Q and R sharing profits and losses in proportion to their 
Capital stood as below: 

 

On 1st April, 2020, P desired to retire from the firm and remaining partners decided to carry on the 
business. It was agreed to revalue the assets and liabilities on that date on the following basis:  

(i) Land and Building be appreciated by 20%.  

(ii) Plant and Machinery be depreciated by 30%.  

(iii) Stock of goods to be valued at Rs 10,000.  

(iv) Old credit balances of Sundry creditors, Rs 2,000 to be written back.  

(v) Provisions for bad debts should be provided at 5%.  

(vi) Joint life policy of the partners surrendered and cash obtained  Rs 7,550.  

(vii) Goodwill of the entire firm is valued at Rs 14,000 and P’s share of the goodwill is adjusted in the 
A/cs of Q and R, who would share the future profits equally. No goodwill account being raised.  

(viii) The total capital of the firm is to be the same as before retirement. Individual capital is in their 
profit sharing ratio.  

(ix) Amount due to Mr. P is to be settled on the following basis:  

50% on retirement and the balance 50% within one year.  

Prepare (a) Revaluation account, (b) The Capital accounts of the partners, (c) Cash account and (d) 
Balance Sheet of the new firm M/s Q & R as on 1.04.2020 
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5. Vasudevan, Sunderarajan and Agrawal are in partnership sharing profit and losses at the 
ratio of 2:5:3. The Balance Sheet of the partnership as on 31.12.2019 was as follows:  
 

                          Balance Sheet of M/s Vasudevan, Sunderarajan & Agrawal 

 

The partnership earned profit Rs 2,00,000 in 2019 and the partners withdrew Rs 1,50,000 
during the year. Normal rate of return 30%.  
You are required to calculate the value of goodwill on the basis of 5 years' purchase of super profit. 
For this purpose, calculate super profit using average capital employed. 
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