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I.P.C.C. DISSOLUTION OF FIRM ACCOUNTS 

Q.1. The following in the Balance Sheet of S and R as on 31.12.2000 

Liabilities Rs. Assets Rs. 

Sundry Creditors 76,000 Cash at Bank 23,000 

Loan from Lalita 20,000 Stock-in-trade 12,000 

(Wife of S)  Sundry Debtors 40,000  

Loan from R 30,000 Less: Provisions    2,000 38,000 

Reserve Fund 10,000 Furniture 8,000 

Capitals :  Plant 56,000 

S 20,000 Investments 20,000 

R 16,000 Profit and Loss A/c 15,000 

 1,72,000  1,72,000 

The firm was dissolved on 31.12.2000 and the following was the result : 

(1) S took over investments at an agreed value of Rs.16,000 agreed to pay of the loan to 

Lalita (Wife of S). 

(2) The assets realised as under : Stock Rs.10,000; Debtors Rs.37,000; Furniture 

Rs.9,000 and Plant Rs.50,000. The expenses of realization was Rs.2,200. 

(3) The Sundry Creditors were paid off less 2 ½ % discount. S & R share profits and losses 
in the ratio of 3 : 2 show Realisation Account, Bank Account and the Capital Accounts 

of partners. 

Q.2. A, B and C have been in partnership since 1st July 1995. C received a fixed and guaranteed 
share profits of Rs.5,000 p.a. and the balance of profits and losses were divisible between A 

and B in the proportion of three fifths and two fifths respectively. 

On 1st July 2000 A and B mutually agreed with C that he should be entitled to a one-tenth 
share in the partnership and C paid the sum of Rs.1,000 into the partnership funds on that 

date for his share of goodwill. 

The firm was dissolved on 30th June, 2001 as B had disclosed (prior to that date) that he 

has been responsible for the following irregularities : 

(1) The value of stock on hand on 30th June, 2000 had been inflated by B by Rs.5,000 to 
cover goods (at their cost price) removed and sold by him personally for Rs.4,000. 

The partners agreed that the stock should have realised Rs.6,000. The stock on 30th 

June, 2001 was correctly valued at Rs.35,750. 

(2) Cheques received from old debtors in June 2001 amounting to Rs.3,000 (and in 
respect of which no discount is allowable) had been omitted from the books of 

accounts and appropriated by B for his own use. 
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(3) In March 2001 B had some private work done by firms printers bill amounting to 
Rs.400 had been passed through firm’s books and debited to Printing & Stationery 
A/c. 

The Balance Sheet as on 30th June 2001 (before making adjustments on account of B’s 

disclosure) was a follows : 

Particulars Rs. Particulars Rs. 

Trade Creditors 40,000  Sundry Fixed Assets 5,000 

Less: Res. For Discount 1,000 39,000 Stock 35,750 

Bank Overdraft 2,000 Trade Debtors 78,000  

Partner’s Capital :  Less: Prov. for Discount 3,900 74,100 

A 70,200  Cash 1,550 

B 4,500    

C         700 75,400   

 1,16,400  1,16,400 

The Goodwill and other assets except cash were taken over by A for Rs.1,20,000. Final 

settlement was made on July 31st 2001. B having agreed to make good the amount due by 
him to the partnership. The Creditors were also paid on that date, discount being allowed as 

per provision. B is not to be penalised for his irregularities. Pass journal entries in respect of 
B’s irregularities and prepare Ledger Accounts to close the books of firm. 

 

 

 

 

 


