DEEM PARVE
SISTANT PROFESSOR IN ACCOUNTANCY

MENT OF ACCOUNTANCY




:hi§ is dc tages.

1. A company is not affected by death or retirement of a

® member.

/2. The liability of shareholders is limited.




-

olic and

. For eg M/s PQ] ome M/s PQR limited

A




consideration”







Rs 5 crore.

-



T .

*Net Asset= Asset less outside liabilities.

%




=

O _
*The pa rm of cash, shares,
debentures.

%



4. Accout

5. Account of each items received from Company.for eg

Equity share,A/c Preference shares Account,
/ Debentures Account.




1. Assets Transfer.

4. Purchase consideration due

2. Liabilities transfer.

Purchase consideratior

* Profit and loss A/c........ . To New Company A/c
O

General Reserve A/c......

/I% Partners Capital A/c.



Asset sold for cash liabilities paid in cash.

Assets taken over by Partner.

b o

T Liabilities taken @

T ation Account A/c... Dr
0. Partners capital A/c



® 10 Readlisation expenses paid. Partners Loan Settle by

Shares or debentures.

- ares A/ c.

]. ngmen'r of Partner’s Loan.

raA/c

Partners Loan A/c

To Cash A/c
o

| =




® Profit on Realisation. ® Distribution of shares.

® Loss on Realisation.

® Partners capi

To Realisation Acoun



QTS NO1: A,B &:C WERE IN PARTNERSHIP FIRM SHARING
PROFIT & LOSSES AS1/2,3/8,&1/8 RESPECTIVELY.ON 31-
12-16,THEY DECIDED TO CONVERT THEIR FIRM INTO LTD
CO.

* Liabilities. 2. Assets. 4

* Mortgage loan 8,000. Freehold Property 20,000

® Sundry Creditors. 18,000. Machinery. 15,000

* Capital A/c. Debtors. 12,000
° A 20,000. Stock. 14,000
* B. 15,000. : Cash. 10,000
* C 10,000. 45,000

* Total. 71000 total. 71,000



THE COMPANY AGREED TO TAKE OVER THE
FOLLOWING ASSETS AT THE VALUE STATED BELOW

® Freehold propertyX24,000,. Stock. X13,000 Machineryy. I14,000
®* Debtors. X11,000 Goodwill 5,000

® The company also agree to pay X 17,500 to sundry creditors in full

settlement of their claim.

® Out of purchase price X 35,000 was paid in fully paid shares X 10 each and
in cash. The Expenses amount X 500 .Shares were distributed in the

ratio of final capital balance.

®* Prepare necessary ledger account in the books of the firm.



— -

* Goodwill.

®* Debtors.




Qﬂ .
° D_etas.- :
* Stock.
j *To Cash Account.

To Cash Account.






\\} DR. PARTNERS CAPITAL ACCOUNT. CR

®* Particular A. B. C. Particularis. A. B. ®
. By bal b/d. 20,000 15,000. 10,000

®*To sharel15,780 11,840 7,380 By RealAc3,000. 2,250. 750
®*To Cash 7,220. 5,410. 3,370
®* Total. 23,000. 17,250 10750. Total. 23,000 17,250. 10750




® Capital bal. 23,000. 17,250. 10,750
® Ratio. 2300:1725:1075= 5100

A's 35,000x2300/5100= 15,784.313=15,780
*B’. 35,000x1725/5100=11,838.235=. 11,840
*C’s 35,000x 1075/5100=7377.450=7,380



DR. CASH ACCOUNT. CR

* Particular’s. . Particular’s. 4
* To Bal b/d. 10,000. By Realisation A/c. 8,000
* To ltd Co. 14,500 By Realisation A/c. 500

° By Capital Account

i A’s. 7,220
L B’s. 5,410
= C’s. 3,370

* Total. 24,500. Total. 24,500



1\\; DR. LIMITED COMPANY ACCOUNT. CR

O
® Particular’s. R. Particular’s. 4
* To Realisation a/c.  49,500. By Shares A/C 35,000
° By CashA/C. 14,500

* Total. 49,500 49,500

/|



O1Or calr.

*B’s loan Alc 20, . Stock.
* Creditors . . Debtors.
/' Bills payable. ,000. Cash.




b
1 at

.7‘ -.d
at T 30,000.

over the firm‘s cash

and investment at nce he is given 8% Debentures

received from the co;npy in part discharge of purchase

consideration.






3
J\

1,26,000

T .

* Goodwill. . 0,000. B)less outside liabilities
®* Machinery. 30,000 Creditors 15,000
/’ Motor car. 5,000. Bill’s payable5,000. (20,000)







0. 20,000

* Motor of: 1,06,000

* Stock. 15,000

~ ® Debtors 20,000. 90,000

%




1,26,000




° To share 16, OOO 32,000 48, OOO

(X ®* Total. 16000 32000 48000 Total. 16,000. 32,000. 48,000



|
O

,,—,o

-

C. 48,000. 96,000

° . ‘ IR

- By 8%Deb. (Bal) 10,000
e
/’ TOTAL. 1,06,000. TOTAL. 1,06,000




A

*C’sCapital. 26 - Stock.

* Loan mortgage. 16,000. Book Debts.
* Sundry Creditors 18,000. Cash.

%



14,000

o agreed to

pay the credi - ,700. The company

paid T 67,000 in fIIy paid shares of T 10 each and the
ﬁ Balance in cash. The expenses amounted to T 1,500.

® Prepare ledger account in the books of



1,38,80C

* Furnitt - (17,700)

* Stock. . ,000. Purchase consideration

* Books debts. 14,000. Shares. (67,000)
/-Goodwuu 10,000. Cash. 54,100



-

0. 34,000

1,21,100
* Book debts

®* To Cash Account.
- * To Cash Account.




* Profit sharmg ratio.

( * Final PSR. 4:3:1



* To. Cash A/c . 12,280
/’ Total. 44,800. 33,600. 27,200. Total. 44,800. 33,600. 27,200



* B’s. Share. ¢

(X * C’s. Share. 67,000x27231056=17,257.5757=17,260
O



1,21,100




|
O

16,380

., | B’s Capital. 12,280
QP e C’s. Capital. 9,940. 38,600
/ * Total. . Total. 56,100




* Navi

® Sunil current A.' - 18,000. Book debts.

* Navin loan A/c. 40,000. U.T.I. Bank.
j/“ Accounts Payable. 24,000



QW) 3 e+ - e Uy
lcounts Payable (Y 24.000
’ 1,98,000

-

i t:sa'mers wishing to dissolve the firm, accepted the offer of Chhaya Ltd. to acquire the stock and

———

e assets at an inclusive price of T 1,40,000.
: purchase consideration was to be satisfied by (a) a cash payment of ¥ 35,000 (b) allotment fo
anners 6 000 6% Preference Shares of T 10 each, valued at ¥ 8 per share (¢) 57,000 Ordinary
of T One each.

Book debts realised 2 38,000 and Accounts payable were settled by ¥ 22,000.

Panners agreed that the following should be the basis of distribution on dissolution of the partnership.
Navin 10 be allotted Preference shares in settiement of his loan, the remaining Preference Shares
beng allotted equally to them. !
The Ordinary Shares 1o be allotted in the ratio of profit sharing.
The Balance to be paid in Cash.

“ are required to prepare (i) Realisation Account (i) Partners’
arately (w) Chhaya Ltd. account (iv) Cash account.

Capital and Current accounts

ot e
Y

=

L1 PR

= Sipem . 5

L e e -
gi g i R ﬁ 4



1,000
~ Sunil. 4,000



* Book debts

(X * To cash A/c(Account payable). 22,000
S



18,000
9,000 27,000

* Total. ' Total. 2,02,000

r



T 44,000 27,000

| =

( * TOTAL. 44,000. 27,000.
@



*To cash A/c -

(X * Total. 94,000.  67,000. Total. 94,000. 67,000



»

44,000

1,18,000



(/ * Total. - 1,40,000. 1,40,000
O




| L]

A, B and C were partners sharing Profits and Losses
on 31-3-2010 was as follows : .

Balance Sheet as on 31-3-2010

labliities e "jéc Azsel " . 2
Ca,.:lal Alcs : W( Land and Building
| o 50,000 | Plant and Machinery ﬂ
B E 20,000 | Sundry Debtors 'R
C ' 30,000 | Stock
General Reserve M\ ( | 24,000 | Furniture
Creditors 20,000 | Cash
Bills Payable “_J 0 R 12,000
Outstqnding Expens : 2,000
1,58,000 1,58,000
The partners agreed to sell their business to a limited company. The company to take over the
assets at the valuation shown below : s
Land and Building 7 45,000 &
Plant and Machinery T 25,000 .
Sundry Debtors T 40,000
Stock % 20,000
Furniture T 12,000
Goodwill ¥ 20,000 T
The company also agreed to pay the Bills Payable which were agreed at ¥ 10,000. The Limit
h and the balance in Equity shares @ T 1 each. :

Company paid ¥ 46,000 in cas

The Creditors were paid by the f :
full. The Realisation expenses amounted to ¥ 3,500. ‘
n Alc, Partner's Capital A/c, Cash A/c, Limited Company Alc, Shar

Prepare Realisatio
S s ralenlation of Purchase Consideration.

- e ek el

irm at a discount of 2%% and Outstanding expenses wer



2,000
_ | (10,000)
* Sundry Debtors. 40 Purchase Cons.  1,52,000

* Stock. 20,000 °Cash 46,000
® Furniture. 12,000 ° Equity shares. Bal 1,06,000

%



U
* Sundry 5. 2,000. 34,000
* Stock. ; 00. By limited Co A/c.  1,52,000

~  ® Furniture.

%



* To Cap A/c 14,500

[ B ‘
O ., C. .
/- Total. 1,86,000. Total. 1,86,000



* To shares

* To Cash A/c 13,500. 6,293. 7,207
@
/ * Total. 66,500. 31,000. 35,500. Total. 66,500. 31,000. 35,500



( * Total. ~1,52,000 Total. 1,52,000
O







=R

7,207 27,000

( * Total. . 52,000
O




lllustration 7 : (Investment and Loan Not T/O by Company)

AB Ltd. was formed to acquire the business A and B who share profits in the ratio of 3 ; 2
The Balance Sheet of A and B on 31st December, 2014 was as under :

Balance Sheet as on 31st December 2014

"'-‘:\ZE’ S e It Lot e . V——
3 -~ o
P 3

- Telliis” 1 - R S e R O i (N s R . R Y TP : : 8 % =
B G T (s o R St S > e R R S s e R SN 5 .
S N R S O T o o 2 e R N G S SIS WA (A e A RSt

apital Account : Land and Building
A 64,000 | Machinery
B , 40,000 [ Stock
A’s Loan /Y 3,200 | Debtors B
Bills Payable | -~ 7,200 | Bills Receivable |- s
Sundry Creditors” = 21,600 |uInvestments, =
s Cash at Bank™" a0
Goodwill e 7 .

1,36,000

It was agreed by the company to take over the assets at book value with the exception of |
building, stock and goodwill which are taken over at ¥ 45,000, ¥ 20,000 and ¥ 28,800 respe

The investments were retained by the firm and sold for ¥ 4,000. The firm gischarged the loan
A. The company took over the remaining liabilities. The purchase consideration was d scha

4\0

\




r

| % wnion/ Sale of a Partnership Firm into a Limited Company

10,000 Equity shares of ¥ 10 each in
or Accounts of the firm assuming the

i ratio

AB Ltd. and the balance was paid in cash. Prepare the
shares are distributed amongst partners in their profit

ytion . ‘ } 30, A-ma '}
, JI U C LY.
In the Books of A and B
Realisation Account Cr.
R iculars 3 4 Particulars 4

land and Building 40,000 | By Bills Payable 7,200
Sock 24,000 | By AB Ltd. (P.C.) 1,24 200
;’;mrs 23,200 | By Bank (Investment) 4,000
oy : 6,400
3{ ;\F:eceutvable 4.800
1 stments 9,600
oy 8,000
ga)odwull
ifotnt transferred to : 12 600
As Capital Alc 8,400 -
C§ Caputal Alc W 1.57"_ N
~— AB Ltd.'s Account Cr.




500. (28,800)
®* Debtors. < deration. 1,24,200

e Bills receivable. 5,40C * Share 10,000x10=. 1,00,000

* Bank. ®* Cash (bal). =. 24,200

e
/3' Goodwill.



28,800

T

* Debtors. 7  Ltd Co A /c. 1,24,200

* Bill receivable. 6,400. — By cash A/c (invt). 4,000
Y * Goodwill. 8,000.

®* Investment. 4,800 1,26,400




1,57,000




(X * Total. 82,360. 52,240. Total. 82,360. 52,240
@




* Total. 1,24,200. 1,24,200







12,240. 34,600

(/ * Total. - 37,800. Total. 37,800
O




A and B were in partnership sharing profits and losses in the ratio of 2 . lrespectively. % = -
Sheet as on 31-3-2015 was as follows : Wes . il

Balance Sheet as on 31-3-2015

- -~ »
Liabilities ¢ [ Assets e Miculars , E
Creditors &< ";_,\""“ 40,000 | Plant and Machinery . =
Bills Payable fi (4 10,000 | Bills Receivable B cquity bhd“js'
Mrs. A’s Loan [, - 20,000 | Stock \ Dy ¢ Co. Lid. A c/ -
Capital A/cs : Sundry Debtors jRealisation A/C (LOSS
A D a e 30,000 | Less : R.D.D. . cash A/c (Bal. Fig.)
B s o I 20,000 | Cash on Hand g«
Reserve Fund @ ¢ 6.000 AN 3
1,26,000 3

assel Hrticulars I

On that date they agreed to sell their business to ’C’ Ltd. The company was to take over &
valuation shown below : [ ——

| T 1D °C Co. Ltd. Ale
Plant and Machinery 16,000 ) \\ - Cr pe
Stock 39,000 [ Q] O R s
Sundry Debtors 46,700 ” L N0 ~ X f"’ ‘ l\ -t
Bills Receivable 5,000 il { £ B ,‘)ﬁ I lustration 10 : (Realisa
Goodwill 6,000 A et ® B 10Ut below is the Balst

: ] 'qUaHy

'aDIta|S : ' 1
B X

§ Y

i,redlto -

The company also agreed to pay the Creditors which was agneed at ¥ 39,000. The expen:
realisation amounted to ¥ 300. Bills Payable and Mrs. A's loan were m firm in fu

company paid for 3,600 Equity shares of ¥ 10 each and ¥ 37,700 in cash as purchase conside
The shares were to be distributed in profit sharing ratio to the partners.

Prepare necessary ledger accounts in the books of M/s. A and B. 5
Solution : | o







* To cash 2 7

* Bill payable 10,000

® Mrs A’sloan. 20,000.

300 . 30,300

/ ®* Expenses.




( * Total. 1,56,000. Total.
@




* To cash A/c

(/?/.












