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1. Comprehensive Project: The student will be allowed to select any business of their 

choice, frame it in a story line of all the transactions they must have performed during 

the year in a fictitious business. 

2. Worksheet of Ch 1 to Ch 3 in practice



Q- 7. (a) A and B were partners in a firm. The partnership deed provided that interest on drawing will be charged 

@ 6 'X» p.a. During the year ended 3I“ December,2011, A withdrew Rs. 12000 at the beginning of each quarter 

and B withdrew Rs. 12000 at the end of each quarter. Calculate interest on the partner’s drawings. 

(b) A partner withdrew Rs. 24000 during the year and interest on drawings is charged @ 10 % . Calculate 
Interest on partner’s drawings. 

 

Q-8. X, Y and Z were partners with a capital of Rs.80000, 64000 and 48000 respectively on 1" January 2008. 

After distributing the profits for the year ending 31*‘ Dec., 2008, it was found that there was no provision for 

interest on capital in the partnership deed. But interest on capital @ 10% 

p.a. was wrongly provided without having agreement for it. Pass a single journal entry to rectify the above error. 

 

Q-9. A, B and C are partners sharing profits in the ratio 3:2:1. After the final accounts have been prepared it was 
discovered that Interest on Drawings @ 6% p.a. had not been taken into consideration. The drawings of the 

partners were A  Rs .60000 ; B Rs. 30000 and C  Rs. 10000. Give the necessary adjusting entry. 

 

Q-10. A, B and C started a firm on 1st  April, 2011 with capitals of Rs.150000, Rs. 100000 and Rs.200000 
respectively. They agreed to share the profits and losses in the ratio of their capitals. The profits   for  the  year  

2011-12  amounted  to  Rs. 100000. Following are the details of the partners capitals given 
 Capital Introduced Capital Withdrawal  

 Date B B 
1-08-2011 25000  

1-10-2011   125000 

1-12-2011  75000  

 

Prepare Profit & Loss Appropriation Account for the ear 2011-12. 
 

Q-11. X, Y and Z are partners in a firm. Their capital accounts on 1st April, 2013, stood at Rs. 2,00,000, Rs. 

1,60,000 and Rs.1,20,000 respectively. 
Each partner withdrew Rs. 10,000 during the financial year 2013-14. 

As per the provisions of their partnership deed : 

(a) Y was entitled to a salary of Rs.2,000 per month. 
(b) interest on capital was to be allowed @ 10% per annum. 

(c) Interest on drawing was to be charged @ 4% per annum. 
(d) Profits and losses were to be shared in the ratio of their capitals. 

The net profit of RS. 1,50,000 for the year ended 31st March, 2014 was divided equally amongst the 
partners without providing for the terms of the deed. 

You are required to pass a Single Adjusting Journal Entry to rectify the error. 
 

Q-12. A, B and C were in partnership. A and B sharing profits in the ratio of 2:1 and C receiving a 

salary of Rs. 3,580 per month plus 5% of the profit after charging his salary and commission or 1/5 of the profit of 

the firm whichever is more. Any excess of the later over the former received by C is under the partnership 

deed , to be borne by A, The profit for the year ended 31st  March, 2014 amounted to Rs. 2,57,040 after 
charging C’s salary. 

Prepare the Profit and Loss Approp. A/c showing the division of the profit of the year. 



 
 
 

CHANGE IN PROFIT SHARING RATIO (worksheet) 
 

Q1  X sold his business to Y. Calculate the value of goodwill taking into consideration the 
following factors: 

i. Goodwill is valued at three years purchase of the average profits of the last four years. 
Profits of the last four years were as : year 2010 — Rs.80000, year 2011- Rs. 116000, year 
2012 - 106000, year 2013 — Rs. 124000. 

ii. Abnormal loss of Rs. 4000 due to theft has reduced the profits of the year 2010.‘ 
Profits for the year 2011 include abnormal profit of Rs. 8000. 

iv. A speculative and lottery profit of Rs. 10000 was received during the year 2012 which 
was included in that year’s profit. 

v. Profits of the year 2013 were reduced by Rs. 20000 of the depreciation on such a 
machinery which was destroyed by fire during the year. Ans. Rs.3,24,000 

Q2 An existing firm had assets of Rs2,00,000 including cash of Rs. 7500. The partner‘s capital 
accounts showed a balance of Rs. 1,50,000 and reserve constituted the rest. If the normal rate 

of return is 12% and the goodwill of the firm is valued at Rs. 25,000 at 2 year’s purchase of 

super profits, find the average profits of the firm. Ans. Rs.34,000 
 

Q3 Following information is available about the business of a firm : 
(i) Profits : In 2011, Rs. 40,000; In 2012, Rs. 50,000; In 2013, Rs. 60,000, (ii) Non recurring 
income of Rs. 4000 is included in the profits of 2012, (iii) Profits of 2011 have been reduced by 
6,000 because goods were destroyed by fire, (iv) Goods have not been insured but it is though 
to insure them in future. The insurance premium is estimated at Rs. 400 per year, (v) 
Reasonable remuneration of the proprietor of business is Rs. 6,000 per year, but it has not been 
taken into account for calculation of above mentioned profits, (vi) Profits of 2013 include Rs. 
5000 income on investment. 
Goodwill is agreed to be valued at two year’s purchase of the weighted average profits of the 
last three years. The appropriate weights to be used are :- 
2011:- 1; 2012:- 2; 2013:- 3. Ans: Rs. 88,200 

 

Q4 X, Y and Z are partners in a firm. Their capitals are X Rs. 5,00,000, Y Rs. 4,00,000 and Z Rs. 
3,00,000. Their business earned average profits of Rs. 1,92,000 and the normal rate of return in 
a similar business Is 12%. Ascertain the value of goodwill by capitalization of average profits 
method. Ans. Rs. 4,00,000 

 
Q5 The average profits of a firm is Rs. 24,000. The total assets of the firm are Rs. 4,00,000. 
Value of other liabilities Is Rs. Z,50,000. Average rate of return in the same business Is 12 %. 
Calculate goodwill from capitalisation of average profits method and capitalisation of super 
profits method. Ans. Rs. 50,000 

 

Q7 A firm has   2,40,000 worth of fixed assets and current assets valued at Rs. 1,60,000 on 1
st

 
reserve fund RS. 

Jan 2009. On that date, it has creditors for Rs.40,000; capital Rs.3,40,000 and a reserve fund of 

20,000. If the goodwill of the firm is valued at Rs.80,000 at 4 years‘ purchase of super profit on the 

basis of 10% return on capital employed, find the average profit of the firm. Ans: 56,000 

Q.8 A firm earns a profit of Rs. 66,000. In the same business a 15% return is generally expected. The 

total assets of the firm are Rs. 3,60,000. The amount of Liabilities is Rs. 40,000. Find out the value of 

goodwill by capitalization of average profit method. Ans: 1,20,000 

Q.9 A partnership firm earned net profits during the last three years as follows: 

 
 
 
 

The capital employed in the firm throughout the above mentioned period has been Rs. 8,00,000. 

Years Net Profit 
2009-2010 Rs.3,80,000 
2010-2011 Rs. 4,40,000 

2011-2012 Rs. 5,00,000 

 



Having regard to the risk involved, 15% is considered to be a fair return on the capital. The 

remuneration of all the partners during this period is estimated to be Rs. 2,00,000 per annum. 

Calculate the value of goodwill on the basis of (i) two year’s purchase of super profits earned on 
average basis during the above mentioned three years and (ii) by capitalization of super profit 
method. [Ans .(i) Rs. 2,40,000, (ii) Rs. 8,00,000.} 

       
      Q10  X, Y and Z are partners sharing profits in the ratio of 5:3:2. On 1.4.2011 they decided to share the 

profits in the ratio of 2:2:1. On the date following balances were appearing in the Balance Sheet: 

Profit & Loss (Cr.) Rs.7500 

General Reserve Rs.25000 

Advertisement  suspense A/c Rs.5000 

Pass nee cessary journal entries. 
 



WORK SHEET (Admission of a Partner) 

1. A add B are partners sharing profit in the ratio of 5:3. C is admitted to the partnership for 1/4” 

share of future profits. What Is the ratio in which A and B will sacrifice their share in favour of C. 
2. A and B are partners sharing profits in the ratio of 5:4. They admit C for a 1/3’° share, which he 

acquires in equal proportion from both. Find new profit sharing ratio. 
3. A, B and C were partners in the ratio of 3:2:1. They admit D for 20% of share in the profits which he 

acquires from A, B and C in the ratio of 2:2:1 respectively. Calculate the new profit Sharing ratio. 
4 X and Y are partners sharing profits and losses in the ratio of 3:2.They agree to admit Z as a partner 

for 1/5" share. Z acquires his share from X and Y in the ratio of 2:3. The goodwill of the firm has 
been valued at Rs.50000. Z brings in only 60% of his share of goodwill and Rs.2,00,000 as his capital 
through cheque. Pass the necessary Journal entries when goodwill appears in the books at 
Rs.20000. 

5. A and B were partners in the ratio of 2:1. C and D were admitted .After the admission of C and D 

their ratio becomes as 4:2:3:1. Goodwill of the firm was 70000. 0 brings his share ot goodwill and 
Rs.20000 as capital. C brings Rs.17500 cash and Rs.14000 worth stock as his capital. He also brings 
his required amount of goodwill. Pass necessary journal entries. 

6. X and Y were partners with capital of Rs. 19500 and Rs.13500 respectively. They admit Z for 1/5'^ 
share. Z brings Rs.12000 as his share of capital. Pass journal entry to record goodwill. 


