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Piecemeal Distribution Of Cash
• In practice dissolution process of a firm is a lengthy process.

• The assets are realized only in stages.

• For eg Partner’s decided to dissolve a firm on 31st March ,the stock 
may be sold off in April ,the debtor is collected in May,fixed assets 
sold in july.

• As and when money received money received from sale of  Assets,it 
is used to pay liabilities.

• Liabilities are also paid in stages.

• This is known as Piecemeal Distribution



Settlement of liabilities

• Following order to be followed.

1. Realisation Expenses

2. Reserve for unrecorded/contingent liabilities.

3. Outside liabilities

4. Partners loan.

5. Partners capital

6. Surplus arising at last stage is distributed to all partners in their 
profit sharing Ratio.



Outside liabilities

• Outside liabilities classified into

1. Secured Creditors

• Fully secured

• Partly secured

1. Unsecured creditors

• Preferential (income tax, municipal taxes etc)

• Others



Order of payment

1. Realisation Expenses

2. Secured creditor

3. Other creditors.

4. Partners loan Account

5. Partners capital account



Methods

1. Proportionate Capital Method 

• Also known as

• Surplus capital method

• Highest Relative Capital method

• Excess Capital method

• Quotient method

2. Maximum loss method (excluded from syllabus)



Steps in Proportionate Capital method

• Step.           Particular’s.           Formula.          A.            B.              C

• 1.             Profit sharing Ratio.     Given.        ✓.               ✓.            ✓

• 2.   Capital+ Current balance.      Given.        ✓ ✓ ✓

• Add Reserves & Surplus.     Given.        ✓ ✓ ✓

• .        Less:P/L A/c (Dr. Side).        Given.        (✓).            (✓).          (✓)

• 3                   Unit capital.(UC).       2/1.            ✓ ✓ ✓

• 4.            Base Capital.(BC)        Lowest of unit ccapital

• 5       Proportionate capital.     BC × PSR

• 6.    Excess capital.                           2-5.           



• 7.       Profit sharing Ratio

• 8.        New Unit Capital.                      6/7 

• 9.      New base Capital          

• 10.   New proportionate Capital.  New BC × PSR

• 11.   Final Excess capital.                  6-10





Statement of Excess capital
Steps       Particulars.  Formula. A.     B.      C
• 1. Profit sharing Ratio.         Given.                 3.           2.           1

• 2.      Capital balance.                 Given.            30,000.  30,000  20,000

• 3.      Unit Capital (UC).               2/1.               10,000.   15,000.  20,000

• 4.       Base capital (BC).            10,000

• 5.     Proportionate capital.      BC × PSR.      30,000.   20,000.  10,000

• 6.     Excess Capital.                    2-5.                 Nil.         10,000.  10,000

• 7.Profitsharing Ratio.              Given.                                  2.             1

• 8.    New unit capital.                 6/7.                                5,000.  10,000



• 9 New base Capital.             5,000

• 10.  New proportionate Capital. 5,000× PSR.               10,000.  5,000

• 11. New Excess capital.           6-10.                                   Nil.      5,000     

•



Order of payment

1. Realisation Exp =Nil

2. Liabilities=Nil

3. Partners loan =Nil

4. Partners Capital

• First paid to Mr C  ₹ 5,000.

• Second paid to Mr B & C ₹ 15,000 inPSR 2:1 

• Final Paid to all Partners inPSR 3:2:1



Statement of distribution of Cash
Particulars.                Amount.  A.        B.         C

1. Capital balance                        Given.        30,000.   30,000.  20,000

• First Realisation.                        17,000

• Less paid to Mr C.                       -5,000 -5000 

• Balance.                                        12,000.                                       15,000

• Less paid to Mr B & C                 -12,000.       -8,000.   -4000

• Balance.                                            Nil.                           22,000.    11,000

2. Second Realisation.                     21,000

Less paid to MrB & C.                      -3,000 -2,000 -1,000

• Balance.                                            18,000.                     20,000.    10,000                          



• Balance.                  18,000

• Less pait to all.      -18,000                    -9,000.            - 6,000.      -3,000      

• Balance.                     Nil.                         21,000.           14,000.      7,000

• Third Realisation  36,000

• Less paid to all.     -36,000.                   - 18,000.          -12,000.    -6,000

• Unpaid balance.        Nil.                        3,000.               2,000.      1,000





Statement of Excess capital

• Steps.  Particular’s.                    Formula.        Sunil.       Anil.       Neel

• 1.         Profit sharing Ratio.          Given.         5.                3.           2

• 2.         Capital balance.                 Given.         38,800.   20,400. 26,000

• Add.   General Reserve             19,200xPSR.  9,600.       5,760.   3,840

• FINAL CAPITAL BAL                                48,400.   26,160.  29,840

• 3.          Unit Capital.                         2/1.            9,680.     8,720.  14,920

• 4.          Base Capital.                 8,720

• 5.      Proportionate Capital.     8,720× PSR.    43,600.   26,160. 17,440  

• 6.             EXCESS CAPITAL              2-5                  4,800.       NIL.   12,400



• 7.Profit sharing Ratio.                                     5.                                2

• 8.New unit Capital.              6/7.                 960.                           6,200

• 9.New base Capital.              960.  

• 10. New proportionate Capital 960×PSR.    4,800.                     1,920

• 11. New Excess capital.           6-10.                Nil.                        10,480



Order of payment

1. Realisation Expenses. ₹ 4,000

2. Creditors ₹ 24,000

3. Sunil loan. ₹ 21,200

4. Partners capital

• Pay to Neel ₹10,480

• Paid to Sunil and Neel ₹6,720 in the ratio of 5:2

• Balance paid to all in the ratio of 5:3:2.



Statement of distribution of Cash

• Particular’s.       Cash avail  Creditors   Sunil loan   Sunil.   Anil.   Neel

• Balance.                9,600      24,000.   21,200.   48,400  26,160.   29,840

• Less real exp.       -4,000

• Balance.                5,600

• Less creditors.      -5,600.    -5,600

• Balance.                Nil.         18,400

• First  Realisn.     61,280

• Less.  Bal.          -18,400.    -18,400

• Balance.              42,880       Nil

• Less Sunil loan.  -21,200.                    -21,200

• Balance.    21,680.                         Nil



• Less paid to Neel. - 10,480.                                                             -10480

• Balance                      11,200.                                                            19,360

• -paid to Sunil& neel -6,720.                               4,800.                   -1,920

• Balanc.                       4,480.                                43,600.   26,160  17,440

• -paid to all 5:3:2.     -4480.                                  -2240.    -1344.    -896

• Balance                       Nil.                                    41,360.  24,816. 16,544

• 2nd Realisation.        28,720

• - Paid to all 5:3:2.    28,720.                             -14,360.  -8,616.  - 5,744

• Balance.                     Nil.                                    27,000. 16,2000.  10,800



• 3rd Realisation.     20,000

• Add excess prov.  + 1,000

• Total.                      21,000.  

• Paid to all 5:3:2. - 21,000.                         -10,500.    -6,300.       - 4,200

• Unpaid Balance.     Nil.                                16,500.     9,900.           6,600





Statement of Excess capital

• Steps.  Particular’s.                    Formula.           L.                 U.           M

• 1.         Profit sharing Ratio.          Given.           3                2               1

• 2.         Capital balance.                 Given.        17,000.    8,000.     1,000

• Add.   General Reserve           6,000xPSR.     +3,000.    +2,000. + 1,000

• FINAL CAPITAL BAL                                20,000.     10,000.   2,000

• 3.          Unit Capital.                       2/1.             6,667.        5,000.    2,000

• 4.          Base Capital.                      2,000

• 5.      Proportionate Capital.     2,000× PSR.    6,000.       4,000.   2,000 

• 6.             EXCESS CAPITAL              2-5                14,000     6,000      Nil



• 7.Profit sharing Ratio.                                            3.                2

• 8.New unit Capital.                 6/7.                     4,667.        3,000

• 9.New base Capital.             3,000

• 10. New proportionate Capital 3,000×PSR.     9,000.         6,000

• 11. New Excess capital.           6-10.                   5,000.          Nil         



Order of payment

1. Realisation Expenses =Nil

2. Creditors ₹ 20,000

3. Loan L& U is ₹ 6,000:4,000=6:4=3:2

4. Partners capital

• L ₹ 5,000

• L& U ₹ 15,000 in the ratio of 3:2

• Balance to all in the ratio of 3:2:1



Statement of distribution of Cash

• Particular’s.     Cash.  Creditors.  Loan L. Loan U.    L.         U.         M

• Balance. 4,000.  20,000.   6,000.   4,000.  20,000. 10,000  2,000

• Paid to creditors-4,000. -4000

• Balance.              Nil.      16,000

• 1st Realisation  11,000

• Paid to Credit. -11,000.  -11000

• Balance.             Nil.         5,000

• 2nd Realisation10,500

• Paid to credit.  -5,000.    -5,000



• Balance.              5,500.    Nil 6,000.    4,000.  20,000.  10,000.  2,000

• Paid loan            -5,500.        -3,300.    -2,200

• Balance.                Nil.             2,700.      1,800

• 3rd Realisation. 16,000

• Paid loan            -4,500.          -2700.    -1800

• Balance.               11,500.         Nil.             Nil

• Paid to L.             -5,000.                                      -5,000

• Balance.               6,500.                                       15,000

• Paid to L& U.      -6,500.                                       -3,900.     -2,600



• Balance.                   Nil.                               11,100.      7,400.         2,000

• 4th Realisation       10,600

• Paid to L& U          -8,500.                           -5,100.     -3,400

• Balance                    2,100.                           6,000.       4,000.        2,000

• Paid to all in 3:2:1 -2,100                          -1,050.        -700.          -350

• Balance.                  Nil.                                 4,950.        3,300.      1,650

• 5th Realisation.       5,100

• Paid to all in3:2:1 -5,100                            -2,550.     -1,700.       -850

• Unpaid Balance.     Nil. 2,400.        1,600.        800







Statement of Excess capital
Steps       Particulars.  Formula.    A.     B.      C
1. Profit sharing Ratio.              Given.             4.          2.           1

2. Capital balance.                          Given.  80,000. 1,60,000.1,30,000

• Add General Reserve                18,900×PSR.  10,800.   5,400.     2,700

• ADJUSTED BALANCE.                             90,800.  1,65,400. 1,32,700

• 3.  Unit Capital.                               2/1.         22,700.   82,700.  1,32,700

• 4.   Base Capital.                              22,700

• 5. Proportionate capital.    22,700× PSR.   90,800.   45,400.      22,700

• 6.  Excess Capital.                           2-5.             Nil.      1,20,000  1,10,000



Statement of Excess capital
Steps       Particulars.  Formula.    A.     B.      C
• 7.    Profit sharing Ratio of B& C.   Given.                            2.          1

• 8.         New Unit Capital.                   6/7.                       60,000. 1,10,000

• 9.        New Base Capital                 60,000

• 10.   New proportionate Capital 60,000×PSR.           1,20,000   60,000

• 11.   Final Excess capital.               6-10.                            Nil.     50,000



Order of payment

1. Realisation Expenses ₹ 2,400

2. Creditors : bank overdraft =32,500:11,400= 325: 114

3. Partners capital 

• First. ₹ 50,000 to C      

• Second. ₹ 1,80,000 to B & C     

• Third Balance paid to all



Statement of distribution of Cash

• Particular’s.      Cash.   Creditors.  Overdraft.      A.          B.          C

• Balance.              140.    32,500.    11,400.   90,800  1,65,400 1,32,700

• 1st Realisation. 30,720

• Less realn exp   -2400

• Balance.             28,460

• Paid to Cr/0ver 28,460.    -21,070.  -7,390

• Balance.                Nil          11,430.     4,010   

• 2nd Realisation  36,800

• Paid to Cr/over. -15,440.    -11430.  -4,010



• Balance.        21,360.        Nil.          Nil. 

• Paid to C.      -21,360.                                                                      -21,360

• Balance.        Nil.                                                                              1,11,340

• 3rd Realisation 2,12,840

• Paid to C.        - 28,640.                                                                   -28,640

• Balance.            1,84,200.                                         1,65,400        82,700

• Paid to B& C     -180,000.                                       -1,20,000        -60,000

• Balance.              4,200.                                                45,400.       22,700

• Paid to all 4:2:1. - 4,200                          - 2,400.      -1,200.            -600                              



• Balance.         Nil.                                        88,400.         44,200.    22,100

• 4th Realisation.   92,600

• Add excess Exp. +1,200

• Balance.     93,800

• Paid to all 4:2:1. -93,800.                          -53,600.       -26,800.  -13,400

• Unpaid balance.                                            34,800.      17,400.       8,700





Statement of Excess capital
Steps.  Particular’s.    Formula.  M.      T.         J

1. Profit sharing Ratio.                 Not given.         1.           1.              1

2. Capital account.                         Given.          20,000.  5,000.      10,000

• Add general Reserve.                   30,000.        10,000.   10,000.  10,000

• Adjusted capital account.                                  30,000.  15,000.   20,000

3. Unit Capital.                                  2/1.              30,000. 15,000  20,000

4. Base Capital.                                15,000

5. Proportionate Capital.         15,000×PSR.     15,000. 15,000.  15,000

6. Excess Capital.                           2-5                 15,000    Nil.           5,000



Statement of Excess capital
Steps.  Particular’s.    Formula.  M.      T.         J

7. Profit sharing Ratio.          Given.                      1.                             1

8. New Unit Capital.                   6/7                15,000.                      5,000

9. New base Capital.                5,000

10. New proportionate Capital 5,000×PSR.   5,000.                     5,000

11. Final Excess capital.            6-10.                  10,000.                    Nil



Order of payment

1. Realisation Expenses₹ 1,000

2. Creditors₹ 10,000

3. Partners capital Account

• First paid to Madhuri₹ 10,000

• Second paid to madhuri & Juhi ₹10,000 in the ratio of 1:1

• Third paid to all 



Statement of distribution of Cash

• Particular’s.               Cash.      Creditors.    Madhuri.     Tabu.        Juhi

• Balance.                    4,000.         10,000           30,000.   15,000    20,000

• Paid realisation exp-1,000

• Balance.                    3,000

• Paid to Creditors.   -3,000.        -3,000

• Balance.                       Nil.      7,000

• 1st Realisation.         15,000

• Paid to Creditors.   -7,000.        -7,000

• Balance.                     8,000.          Nil



Particular’s.    Cash.      Creditors.    Madhuri.     Tabu.        Juhi

• Paid to madhuri -8,000.                            -8,000

• Balance.                 Nil.                                 22,000

• 2nd Realisation.    38,000

• Paid to madhuri. -2,000.                            -2,000

• Balance.                 36,000.                           20,000

• Paid to M & J.     - 10,000.                           -5,000.                        -5,000

• Balance.                 26,000.                             15,000.                     15,000

• Paid to all.            -26,000.                             -8,666.    -8,667.    -8,667

• Balance.                   Nil.                                    6,334.    6,334.     6,334      



• 3rd Realisation.         22,000

• Bank bal.                     9,000

• Excess Realisation.     +300

• Balance available.    31,300

• Paid to all.                 -31,300.                     10,434.    10,433      10,433

• Unpaid /Surplus.                                          (4,100).   (4,100).       (4,100)



L S and B were in  partnership sharing profits and losses in the ratio of 1/2 
,1/4,1/4.Theirbalance sheet as on 31st December 2013.they decide to dissolve



Statement of Excess capital
Steps.    Particular’s.   Formula.     L.      S.       B

1. Profit sharing Ratio.              Given               2.            1.            1

2. .       Capital balance.                       Given.       40,000.  40,000. 
30,000

3. Unit Capital.                           2/1.         20,000.  40,000. 30,000

4. Base Capital.                          20,000

5. Proportionate Capital.            BC  × PSR.   40,000. 20,000. 20,000

6. Excess capital.                               2-5.            Nil.       20,000. 10,000

7. Profit sharing Ratio.             Given.                             1.          1

8. .   New Unit Capital.                            6/7.                     20,000.  10,000



Steps.    Particular’s.   Formula.     L.      S.       
B
9. New base Capital.                  10,000

10. New proportionate Capital. 10,000×PSR.                   10,000 10,000

11. Final Excess capital.                6-10.                                10,000      nil



Order of payment

1. Realisation Exp.   (Furniture exp) ₹ 3,000

2. Income tax ₹ 4,000

3. Creditors and loan from bank ₹ 15,000:5,000= 15:5=3:1

4. Loan from Partners₹ 11,000

5. Partners capital

• First paid to S ₹ 10,000

• Second paid to S & B ₹ 20,000 equally

• Balance paid to all in the ratio of 2:1:1.



Statement of distribution of Cash
particulars  cash Inc tax  creditors  loan  loan S

• Balance.               9,000.     4,000.             15,000.         5,000.       11,000

• Paid Realisation -3,000

• Balance.  6,000

• Paid to incom tax -4,000.     -4,000

• balance.                  2,000.    Nil

• Paid to Cr & loan   -2,000.                         -1,500.         -500

• Balance.                     Nil.                              13,500.       4,500

• 1st Realisation.        12,000

• Paid to Cr & loan.   -12,000.                        -9,000.       -3,000



• Balance.          Nil.                                 4,500.           1,500

• 2nd Realisation.   15,000

• Paid to Cr & loan. -6,000.                   -4,500.          -1,500

• Balance.                9,000.                         Nil.                 Nil

• Paid to S loan.      -9,000.                                                             -9,000

• Balance.                    Nil                                                                 2,000

• 3rd Realisation.    10,000

• Paid to S loan.      -2,000.                                                              -2,000

• Balance.                   8,000



Particular’s.       Cash.       L.      S.        B

• Balance.                         8,000.          40,000.     40,000.    30,000

• Paid to S.                       -8,000.                           -8,000.                       

• Balance.                          Nil.                                  32,000

• 4th Realisation.              30,000

• Paid to S.                        -2,000.                              -2,000

• Balance.                          28,000.                            30,000

• Paid to S & B.                -20,000.                             -10,000.     -10,000

• Balance.                            8,000.                              20,000.        20,000   



Particular’s.    Cash.       L.        S.        B

• Paid to all.                    -8,000.          4,000.     2,000.      2,000

• Balance.                             Nil.            36,000.   18,000.    18,000

• 5th Realisation.                35,000

• Paid to all.                        -35,000.    -17,500.    -8,750.     -8,750

• unpaid balance                    Nil.       18,500.     9,250.       9,250







Statement of Excess capital
Steps Particular’s.  Formula    A.        B.        C
1. Profit sharing Ratio.          Given.                 4.               3.              3

2. Capital account.                  Given.             40,000.    30,000.   27,000

• Less current account.              Given.                 Nil.       -4,000.   -3,000

• Adjusted capital.                                        40,000.      26,000. 24,000

3. Unit Capital.                            2/1.               10,000.      8,667.     8,000

4. Base Capital.                         8,000

5. Proportionate Capital.  8,000×PSR.          32,000.    24,000.  24,000

6. Excess Capital.                    2-5.                    8,000.      2,000.       Nil



7. Profit sharing Ratio.          Given.                 4.                  3

8. New Unit Capital.                 6/7.              2,000.            667

9. New base Capital.                  667

10. New proportionate Capital 667×PSR      2,667.          2,000

11. New Excess capital.                 6-10.            5,333.          Nil



Order of payment

1. Realisation Expenses. Nil

2. Creditors ₹ 37,000

3. Partners capital

• First A ₹ 5,333

• Second B ₹ 4667 in the Ratio of 4:3.

• Third balance paid to all



Statement of distribution of Cash
Particular’s.    Cash.   Creditors.  A.      B.      C
• Balance.                      1,000.          37,000.     40,000.   26,000.  24,000

• Paid to Creditors.      -1,000.        -1,000

• Balance.                          Nil.            36,000

• 1st Realisation.            34,500. 

• Paid to Creditors.      -34,500.      34,500

• Balance.                         Nil.                1,500

• 2nd Realisation.          34,000

• Paid to Creditors.      -1,500.              -1,500



Particular’s.    Cash.   Creditors.  A.      B.      C

• Balance.                        32,500.         Nil

• Paid to A.                       -5,333.                              -5,333

• Balance.                         27,167.                             34,667

• Paid to A&B.                   -4,667.                              2,667.    2000

• Balance.                          22,500.                            32,000.  24,000

• Paid to all 4:3:3.            -22,500.                          -9,000.  -6,750.   -6,750

• Balance.                           Nil.                               23,000.  17,250.  17,250

• 3rd Realisation.               18,400

• Paid to all 4:3:3.             -18,400.                        -,7,360.  -5,520.  - 5,520



• Balance.                                                       15,640.        11,730.     11,730

• 4th Realisation.               41,000

• Paid to all. 4:3:3.           -41,000.             -16,400.       -12,300.    -12,300

• Surplus.                            Nil.                       760.              570.            570





Statement of Excess capital
Steps Particular’s.  Formula  Jatin  Lalit.  Vishal

1. Profit sharing Ratio.           Given.    3.               2.            1

2. Capital Balance.                 Given.             39,700. 10,680. 11,100

3. . Unit Capital.                         2/1.                13,233.   5,340.   11,100

4. . Base Capital.                        5,340

5. Proportionate capital.      5,340× PSR.     16,020. 10,680.  5,340

6. Excess capital.                         2-5.              23,680 .       Nil.       5,760

7. Profit sharing Ratio.           Given.                  3.                             1

8. Unit Capital.                           6/7.                7,893.                     5,760



9. New Base Capital.                        5,760

10. New Proportionate capital. 5,760×PSR.       17,280.                  5,760

11. Final Excess capital.                  6-10.                6,400.                    Nil



Order of payment

1. Realisation Exp ₹ 2,700

2. Creditors.    ₹ 10,080

3. Vishal Loan. ₹ 3,000

• Partners capital

1. Pay to Jatin ₹ 6,400

2. Pay to Jatin and Vishal ₹ 23,040 in the ratio of 3:1.

3. Balance pay to all in the ratio of 3: 2 : 1



Statement of distribution of Cash
Particular’s  cash  Creditors. Loan  J.      L.     V

• Balance.                   5,940.       10,080.    3,000.  39,700  10,680. 11,100

• Less paid to realn. -2,700

• Balance.                   3,240

• Paid to Creditors.  -3,240        -3,240

• Balance.                    Nil.           6,840

• 1st Realisation.      10,380

• Paid to Creditors. -6,840.      -6,840

• Balance.                  3,540.         Nil



Particular’s  cash  Creditors. Loan  J.      L.     
V
• Paid to loan.     -3,000 -3,000

• Balance.               5,40.                                     Nil

• Paid to Jatin.     -540.                                                    -540

• Balance.              Nil.                                                     39,160

• 2nd Realisation. 27,900

• Paid to Jatin       -5,860.                                               -5,860

• Balance.              22,040.                                               33,300

• Paid to J & V.     -22,040.                                             -16,530.        -5,510

• Balance                  Nil.                                                  16,770.          5,590



Particular’s  cash  Creditors. Loan  J.      L.     
V
• 3rd Realisation.         3,600

• Add excess of realn +780

• Balance.                    4,380

• Paid to J & V.          -1,000.                                           -750.                  -250

• Balance.                    3,380.                                         16,020.           5,340

• Paid to all.                -3,380 -1,690.  1,127. 563

• Balance.                     Nil.                                             14,330  9,553. 4,777

• 4th Realisation.        19200

• +5th Realisation.    +1,360



Particular’s  cash  Creditors. Loan  J.      L.     
V
Balance.       20,560

Paid to all.   -20,560.                                                      10,280. 6853. 3,427

Unpaid balance Nil.                                                       4,050.   2,700. 1,350







Statement of Excess capital
Steps Particular’s.  Formula   A.           B.         C

1. Profit sharing Ratio.           Given.    2.               1               1
2. Capital Balance.                 Given.                50,000 40,000.  23,000
• Add reserves.                          10,000                 +5,000.      +2,500.   +2,500
• Adjusted Capital.                                                55,000.      42,500.   25,500    
3. Unit Capital.                                2/1.                    27,500 42,500.   25,500
4 . Base Capital.                              25,500            
5.Proportionateenatee capital.25,500 × PSR.     51,000.         25,500.  25,500
6.Excess capital.                          2-5.                         4,000.      17,000.      Nil
7. Profit sharing Ratio.              Given.                        2                     1
8   Unit Capital.                           6/7.                          2,000.       17,000



9. New Base Capital.                      2,000

10. New Proportionate capital.   2,000×PSR. 4,000.        2,000

11. Final Excess capital.                  6-10.                 NIL.           15,000



Order of payment

1. Realisation Expenses = Nil

2. Sundry Creditors ₹ 4,000

3. Partners loan ‘A’ ₹ 15,000

4. Partners Capital

• First will pay to B ₹ 15,000

• Second will pay A & B ₹ 6,000 in the ratio 2:1

• Balance pay to all in the ratio of 2:1:1



Statement of distribution of Cash
Particular’s.Cash Creditors.Loan A.  B.  C
• Balance.              3,000.      4,000.    15,000.  55,000.   42,500. 25,500

• Paid to credit.    -3,000.     -3,000

• Balance.               Nil.          1,000

• 1st Realisation.  5,000

• Paid to Creditor-1,000.       -1,000

• Balance.               4,000         nil

• Paid to A’s loan  -4,000.                   -4,000

• Balance.                Nil.                         11,000



Particular’s.Cash Creditors.Loan A.  B.  C

• 2nd Realisation.      25,000

• Paid to A’s loan      -11,000.                      -11,000

• Balance.                     14,000.                        Nil

• Paid to B.                   -14,000.                                               14,000

• Balance.                       Nil.                                                       28,500

• 3rd Realisation.         45,000

• Paid to B.                    -1,000.                                                  -1,000

• Balance.                       44,000.                                                  27,500



Particular’s.Cash Creditors.Loan A.  B.  C

• Paid to A& B.        -6,000.                                     -4,000.       -2,000

• Balance.                  38,000.                                  51,000.   25,500

• Paid to all.             -38,000.                                  -19,000. -9,500. -9,500

• Balance.                       Nil.                                   32,000.   16,000  16,000

• 4th Realisation.       40,000

• Add:Stock                +3,000

• Balance.                    43,000

• Paid to all.               -43,000.                               21,500.   10,750. 10,750

• Balance Unpaid.       Nil.                                       10,500.    5,250,. 5,250.





Statement of Excess capital
Step Particular’s. Formula.  A.           B.            C

1. Profit sharing Ratio.       Not given.        1.                  1.                  1

2. Capital Balance.                 Given.           40,000.     10,000.    20,000

• Add General Reserve.         Given.            20,000.      20,000.   20,000

• Adjusted Capital Account.                          60,000.     30,000.   40,000

• 3 Unit Capital.                           2/1.            60,000.      30,000.  40,000

• 4. Base Capital.                      30,000

• 5.proportionate capital.     30,000× PSR   30,000.     30,000   30,000

• 6. Excess capital.                   2-5.                  30,000.     Nil.         10,000



Statement of Excess capital
Step Particular’s. Formula.  A.           B.            C

• 7. Profit sharing Ratio.                                  1.                                      1

• 8.New Unit Capital.                 6/7.              30,000.                      10,000

• 9.NewBase Capital.               10,000

• 10. New proportionate Capital 10,000×PSR. 10,000.                10,000

• 11. Final Excess capital.         6-10.                20,000.                    Nil



Order of payment

• 1. Realisation Exp ₹ 2,000.

• 2. Creditors ₹ 20,000

• 3.Partners Capital

• First paid to A ₹ 20,000

• Second paid to A and C ₹ 20,000 in the ratio 1:1

• Paid to all I the ratio 1:1:1



Statement of distribution of Cash
Particular’s.Cash Creditors.  A.        B.       C
• Balance.                 8,000.      20,000.      60,000.     30,000     40,000

• Paid Realis exp.    -2,000

• Balance.                 6,000

• Paid to Creditors. -6,000.      -6,000

• Balance.                   Nil.           14,000

• 1st Realisation.    30,000

• Paid to Creditors -14,000.        -14,000

• Balance.                16,000.          Nil



Statement of distribution of Cash
Particular’s.Cash Creditors.    A.    .  B.       C
• Paid to A.              -16,000.                           16,000

• Balance.                  Nil.                                   44,000

• 2nd Realisation  76,000

• Add Bank bal    18,000

• Total balance.   94,000

• Paid to A            -4,000.                               -4,000

• Balance.              90,000.                             40,000

• Paid to A& C.     -20,000.                            -10,000.                       -10,000

• Balance.              70,000.                                 30,000.                   30,000



Statement of distribution of Cash
Particular’s.Cash Creditors.   A.        B.        C
• Paid to all. 70,000.                          23,333.          23,333.    23,334

• Balance.             Nil.                                  6,667.           6,667.        6,666

• 3rd Realisation.  44,000

• Excess Realisation 600

• Balance.              44,600

• Paid to all.           -44,600.                         14,867.      14,867.    14,866

• Surplus.                                                      8,200.        8200.             8,200





Statement of distribution of Cash
Particular’s.Cash loan Creditors.    J.            K
• Balance.                Nil.         1,00,000.    1,00,000.    1,00,000.  1,00,000

• 1st Realisation.  1,00,000

• (-) paid to 1:1.   -1,00,000.   -50,000.     -50,000

• Balance.                 Nil.            50,000.       50,000

• 2nd Realisation.    40,000

• (-) paid to 1:1.      -40,000.     -40,000

• Balance.                  Nil.            10,000

• 3rd Realisation.     30,000

• (-) Paid to 1:5      -30,000.       -5,000.      -25,000



Statement of distribution of Cash
Particular’s.Cash loan Creditors.    J.            K
• Balance.              Nil.           5,000.        25,000

• 4th Realisation. 1,20,000

• (-) paid to both -30,000.    -5,000.    -25,000

• Balance.              90,000.       NIL.              Nil

• (-)paid to partn -90,000.                                        45,000.           45,000

• Unpaid balance.     Nil.                                          55,000.          55,000







Statement of Excess capital
Step Particular’s. Formula. Arun. Varun Mith
1. Profit sharing Ratio.           Given.           2.                2.                1

2. Capital.                                 Given.         82,450.    93,500.    55,250

• Add General Reserve.           Given.          +8,500.   +8,500.   +4,250

• Adjusted Capital balance.                         90,950.    1,02,000.  59,500

3. Unit Capital.                            2/1.            45,475.     51,000.    59,500

4.Base Capital.                          45,475

5. Proportionate capital.     BC ×PSR.         90,950.      90,950.   45,475

6.Excess Capital.                         2-5                 Nil.           11,050.   14,025



Statement of Excess capital
Step Particular’s. Formula. Arun. Varun Mith
7. Profit sharing Ratio.                 Given                            2.              1

8. New Unit Capital.                       6/7                          5,525.     14,025

9.New Base capital.                    5,525

10. New Proportionate capital 5,525× PSR.                11,050.     5,525

11.Final Excess Capital.               6-10.                              Nil.        8,500



Order of payment

1. Realisation Expenses ₹ 9,520

2. Sundry Creditors ₹ 98,600

3. Partners Capital

• Pay to Mithun ₹ 8,500

• Pay to Varun and mithun ₹ 16,575 in the ratio 2:1

• Balance paid to all in the ratio 2:2:1



Statement of distribution of Cash
Date Particular’s.Cash. Creditors A.    V.      M

• Balance.                 9,520.   98,600.   90,950. 1,02,000   59,500

• Paid Realisation Expense-9,520

• Balance.                                Nil

• 12/4/13 realisation Amt.  62,050

• -paid to Creditors.             -62,050. -62,050

• Balance.                                 Nil.         36,550

• 28/4/13 Realisation Amt  45,050

• - Paid to Creditors.            -36,550.  - 36,550

• Balance.                                8,500.         Nil



Statement of distribution of Cash
Date Particular’s.Cash. Creditors A.    V.      M

• Paid to Mithun.                 -8,500

• Balance.                                Nil

• 12/5/13 Realisation Amt 1,40,930

• - Paid to varun & mithun -16,575                                    11,050    5,525

• Balance                                 1,24,355                                90,950   45,475

• - balance to all                   -1,24,355               49,742    49,742    24,871

• Balance                                       Nil                      41,208   41,208   24,871



Thank You



Quiz to solve MCQ

• Profit sharing Ratio of partner’s A ,B & C is 3:2:1.

• Capital balance A- 30,000,B- 30,000,C- 20,000

• Calculate Unit capital-?

1. 10,000,15,000,20,000 

2. 15,000,10,000,20,000

3. 20,000,15,000,10,000

4. 20,000,10,000,15,000



• Calculate Purchase consideration-?

• Land 2,00,000. Plant 1,00,000 Stock 40,000.  Debtors 30,000. Cash 
30,000. Creditors 1,50,000. Reserve 1,00,000

1. 2,00,000

2. 3,00,000

3. 2,50,000

4. 1,50,000



• Name of the  method used to calculate purchase consideration in 
Conversion Or sale of partnership firm.

1. Lumpsum method

2. Net Asset method

3. Payment method

4. All of the above.



• In piecemeal distribution of 
Cash, Payment to be given first

1. Partners capital.

2. Liabilities.

3. Realisation Expenses.

4. All of the above

• In piecemeal distribution of 
Cash,PC stands for

1. Partner Capital.

2. Proportionate capital.

3. Personal computer

4. Proportionate cost.



1 x 3 /2 X3= 3/6, 1 x 2/3 x 2 = 2/6 , 1/6 = 
3:2:1
• A ,B and C partners sharing 

profit and losses in the ratio of 
1/2,1/3,1/6.Calculate proper 
profit sharing Ratio?

1. 2:3:1

2. 1:2:3

3. 1:3:2

4. 3:2:1

• In piecemeal distribution of 
Cash BC stand for

1. Big capital

2. Board capital

3. Base capital

4. Base cost.



• Name of the method used in 
piecemeal distribution of Cash.

1. Lumpsum method

2. Net Asset method

3. Surplus Capital Method

4. Payment method

• In Amalgamation of firm RDD to 
be calculated on 

1. Creditors

2. Debtors

3. Goodwill

4. Land



• Realisation is what type of 
account?

1. Personal Account

2. Real Account

3. Nominal Account

4. Fixed capital Account

• Partners Capital Account is 
what type of account?

1. Personal Account

2. Real Account

3. Nominal Account

4. Fixed capital Account


