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Retirement of a Partner 

1 X, Y and Z are partners sharing profits and losses in the ratio 5:4:3. Calculate the 

new ratios when (i)X retires, (ii)Y retires and (iii)Z retires. 

(Ans : (i)Y:Z=4:3; X:Z=5:3; Z=5:4) 

  

2 A, B and C are partners in a firm sharing profits in the ratio of 5:4:3. B retired and 

his share was divided equally between A and C. Calculate the new profit sharing 

ratio of A and C. 

(Ans : A : C = 7:5) 

 

3 A, B and C are partners sharing profits in the ratio of 1/4 : 2/5 :7/20. A retires and 

his share is taken up by B and C in the ratio of 1:2. Calculate the new ratio. 

(Ans : B:C = 29:31) 

 

4 M, N and O are partners, sharing profits in the ratio 2:1:2. O retires. O’s share is 

entirely taken by N. Calculate new ratio. 

(Ans : M:N = 2:3) 

 

5 Madhu, Surabhi and Nikhil are partners without any partnership deed. Madhu 

retires. Calculate the future ratio of continuing partners if they agreed to acquire her 

share  

(i)in the ratio of 5:3 

(ii)equally. 

Also mention their gaining ratio. 

(Ans : (i)New Ratio of Surabhi and Nikhil is 13:11; Gaining Ratio is 5:3 

(ii)New Ratio of Surabhi and Nikhil is 1:1; Gaining Ratio is 1:1) 

 

6 A, B and C were partners sharing profits in the ratio of 2/6, ½ and 1/6. A retires and 

surrenders 2/3 of his share in favour of B and remaining in favour of C. Calculate 
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new ratio and gaining ratio. 

(Ans : New Ratio of B and C is 13:5; Gaining Ratio is 2:1) 

 

7 A, B, C and D were partners sharing profits in the ratio of 2:1:3:4. B retires and his 

share is acquired by A and C in the ratio of 4:1. Calculate the new ratio and the 

gaining ratio. 

(Ans : A, C and D is 7:8:10 ; Gaining Ratio is 4:1) 

 

8 Bharti, Kirti and Priti are partners sharing profits in the ratio of 2:3:4. Priti retires 

and for this purpose goodwill is valued at one and half year’s purchase of average 

super profits of last three years, which are as under : 

First Year       ₹.50,000 

Second Year  ₹. 55,000 

Third Year     ₹.75,000 

The normal profits for similar firms is ₹.45,000 

Record the necessary journal entries. 

(Hint : Priti’s share of Goodwill ₹.10,000) 

  

9 X, Y and Z are partners sharing profits in the ratio of 2:3:5. Goodwill is appearing 

in their books at a value of ₹.60,000. X retires and on the day of X’s retirement 

goodwill is valued at ₹.45,000. Y and Z decided to share future profits equally. Pass 

the necessary Journal entries. 

(Hint: Y gains 2/10) 

 

10 A, B and C are partners sharing profits in the ratio of 4:3:2. B decides to retire and 

surrenders his share to A and C in the ratio of 3:1. The goodwill  of the firm is 

valued at 1.5 years purchase of super profits based on average profits of the last 

three years which were ₹.2,00,000. ₹.2,40,000 and ₹.3,10,000 respectively. The 

normal profits for similar firms are ₹.1,70,000. Goodwill already appears in the 

books of the firm at ₹.72,000. The profit for the first year after B’s retirement was 

₹.5,40,000. Give the necessary journal entries to adjust goodwill and to distribute 

profits. 

(Ans : New Ratio of A and B is 25:11; B’s share of Goodwill is Rs.40,000) 

 

11 Ramesh, Naresh and Suresh were partners in a firm sharing profits in the ratio of 

5:3:2. Naresh retired and the new profit sharing ratio between Ramesh and Suresh 

was 2:3. On Naresh’s retirement the goodwill of the firm was valued at ₹.1,20,000. 

Pass necessary journal entry for the treatment of goodwill on Naresh’s retirement 

without opening the goodwill account. 

(Ans : Naresh Share of Goodwill is ₹.36,000 ; Suresh’s gain Rs. 4/10) 

 

12 A, B and C are partners sharing profits and losses in the ratio of 4:3:1 respectively. 

B retires selling his share of profit to A and C for ₹.8,100; ₹.3,600 being paid by A 

and ₹.4,500 by C. The profit for the year after B’s retirement was ₹.10,500. 

You are required (i)to give necessary journal entries to record the above said sale of 

B’s share to A and C, (ii)to calculate the new profit sharing ratio, and (iii)distribute 

the profit between A and C. 
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(Ans : (ii)New Ratio between A & C is 2:1; (ii)A’s share ₹.7,000 ; C’s share 

₹.3,500) 

 

13 P, Q and R are partners in a firm sharing profits in the ratio of 2:2:1. R retires and 

Balance Sheet of the firm as at that date was as under : 

Balance Sheet 

as at ………. 
Liabilities ₹. Assets ₹. 
Creditors 30,000 Cash 8,000 

General Reserve 60,000 Debtors 75,000 

Profit & Loss A/C 15,000 Stock 90,000 

Workmen’s Compensation 

Reserve 

10,000 Plant 1,40,000 

Capital Accounts  Patents 22,000 

P                          1,00,000    

Q                            80,000    

R                             40,000 2,20,000   

 3.35,000  3.35,000 

  

It was agreed that stock is to be brought down to ₹.82,000 and plant is reduced by 

₹.20,000. Patents were found valueless. There was no liability on account of 

workmen’s compensation reserve. 

Record necessary entries at the time of retirement. 

 

 

 

A, B and C were partners sharing profits and losses in the ratio of 5:3:2. Their 

Balance Sheet as at 1
st
 April, 2011 was as follows. 

Liabilities ₹. Assets ₹. 
Sundry Creditors 10,000 Cash 2,000 

Employees’ Provident 

Fund 

5,000 Sundry Debtors 8,000 

Reserve Fund 6,000 Stock 40,000 

Workmen’s 

Compensation Reserve 

2,000 Furniture 13,000 

Capitals :  Patents 4,000 

A                            50,000  Buildings 60,000 

B                            35,000  Goodwill 6,000 

C                            25,000 1,10,000   

 1,33,000  1,33,000 

 

C retires on above date and the partners agreed that : 

(i)Goodwill is to be valued at two years’ purchase of the average profits of last four 

years. Profits for the years ending 31
st
 March were : 2008 ₹.14,000; 2009 ₹.20,000; 

2010 ₹.10,000 (Loss); 2011 ₹.15,600. 

(ii)5% provision for doubtful debts to be made on debtors. 

(iii)Stock to be appreciated by 10%. 

(iv)Patents are valueless. 

(v)Buildings be appreciated by 20% 
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(vi)Sundry creditors to be paid ₹.2,000 more than book value. 

Pass journal entries and prepare Revaluation Account, Capital Accounts and the 

Balance Sheet of new firm. 

(Ans : Revaluation Profit ₹.9,600; Capital A/C balances : A ₹.53,300 ; B ₹.36,980; 

C’s Loan A/C ₹.31,320; Balance Sheet Total ₹.1,38,600) 

 

15 A and B are partners sharing profits in the ratio of A 3/6, B 2/6 and transfer to 

reserve 1/6. Their Balance Sheet as at 30
th

 September, 2014 was as follows : 

Liabilities ₹. Assets ₹. 
Employees’ Provident 

Fund 

18,000 Goodwill 15,000 

Reserve Fund 12,000 Plant 90,000 

Sundry Creditors 10,000 Patents 4,400 

Profit & Loss A/C 24,000 Stock 30,000 

Capitals :  Investments 20,000 

A                          80,000 

B                          40,000 

 

1,20,000 

Debtors                  20,000 

Less: Provision           400 

 

19,600 

  Cash 5,000 

 1,84,000  1,84,000 

  

B retires on 1
st
 October, 2014. The terms were : 

(i)Goodwill is to be valued at ₹.50,000. 

(ii)Value of patents is to be increased by ₹.3,000 but Plant was found over-valued 

by ₹.15,000. 

(iii)Provision for doubtful debts should be 5% on Debtors and provision for 

discount also be made on Debtors and Creditors at 3%. 

(iv)Out of insurance which was entirely debited to Profit & Loss A/C ₹.870 be 

carried forward as unexpired insurance. 

(v)Investments be revalued at ₹.16,000. Half of these investments were taken over 

by B. 

(vi)There is a claim for workmen’s compensation to the extent of ₹.5,000.  

B was paid off in full. A borrowed the necessary money from the bank on security 

of plant and stock to pay off B. B decided to donate the entire money due to him to 

Jammu & Kashmir Chief Minister’s Fund to meet the loss caused by flood in the 

state. 

Prepare revaluation Account, Capital Accounts and Balance Sheet of A. Also 

identify the values involved in the question. 

(Ans : Revaluation Loss ₹.21,000; A’s Capital A/C ₹.60,000; Balance Sheet Total 

₹.1,39,700) 

 

16 The Balance Sheet of A, B and C who were sharing profits in proportion to their 

capitals stood as follows as at 31
st
 March, 2012. 

Liabilities ₹. Assets ₹. 
Sundry Creditors 6,900 Cash at Bank 5,500 

Investment Fluctuation 

Reserve 

7,500 Sundry Debtors         5,000 

Less Provisions            100 

 

4,900 

Capital Accounts  Stock 8,000 
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A                             18,000  Investments 11,500 

B                             13,500  Land & Building 25,000 

C                                9,000 40,500   

 54,900  54,900 

 

B retired on 1
st
 April, 2012 and the following was agreed upon: 

(i)Stock be depreciated by 6% 

(ii)Provision for doubtful debts be brought up to 5% on debtors. 

(iii)Land & Building be appreciated by 20% 

(iv)Provision of ₹.770 be made in respect of outstanding legal charges. 

(v)Investments be brought down to ₹.8,500. 

(vi)That the Goodwill of the entire firm be fixed at ₹.10,800 and B’s share of 

Goodwill be adjusted into the accounts of A and C who are going to share future 

profits in the ratio of 5:3 (No Goodwill Account is to be raised) 

(vii)That the entire capital of the firm as newly constituted be fixed at ₹.28,000 

between A and C in the proportion of 5:3 (actual cash to be brought in or paid off, 

as the case may be. 

Pass journal entries and show the Balance Sheet after transferring B’s share to a 

separate Account in his name. 

(Ans : Profit on Revaluation ₹.3,600 ; Capital Account Balances : A ₹.17,500 ; B 

₹.10,500; Cash withdrawn by  A ₹.2,150; Cash brought in by C ₹.1,350; B’s Loan 

A/C ₹.19,800; Balance Sheet total ₹.55,470) 

 

17 The Balance Sheet of Kashav, Nirmal and Pankaj who are partners in a firm sharing 

profits according to their capitals as on 31
st
 March, 2016 was as follows: 

Liabilities ₹. Assets ₹. 
Creditors 42,000 Building 2,00,000 

Keshav’s Capital 1,60,000 Machinery 1,00,000 

Nirmal’s Capital 80,000 Stock 36,000 

Pankaj’s Capital 80,000 Debtors                   40,000 

(-)PBDD                   2,000 

 

38,000 

General Reserve 40,000 Cash at Bank 28,000 

 4,02,000  4,02,000 

 

On 1
st
 April, 2016 Nirmal decided to retire from the firm and was paid for his share 

in the firm subject to the following : 

(i)Building to be appreciated by 20% 

(ii)Provision for bad debts to be increased to 15% on debtors. 

(iii)Machinery to be depreciated by 20% 

(iv)Goodwill of the firm is valued at ₹.1,44,000 and the retiring partner’s share is 

adjusted through the capital accounts of remaining partners. 

(v)The capital of the new firm be fixed at ₹.2,40,000. 

Prepare Revaluation Account, Capital Accounts of Partners , Bank Account and the 

Balance Sheet after Nirmal’s retirement. 

(Ans : Profit on Revaluation ₹.16,000 ; Capital Accounts: Keshav ₹. 1,60,000 ; 

Pankaj ₹.80,000 ; Bank A/c (Overdraft) ₹.1,08,000 ; Balance Sheet total ₹.3,90,000)  
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18 Following is the Balance Sheet of Aruna, Karuna and Varuna as at 31
st
 March, 

2015,who have agreed to share profits and losses in proportion of their capitals. 

Balance Sheet of Aruna, Karuna and Varuna 

as at 31
st
 March, 2015 

Liabilities ₹. Assets ₹. 
Capitals :  Land & Building 2,00,000 

Aruna                   2,00,000  Machinery  3,00,000 

Karuna                 3,00,000  Closing Stock 1,00,000 

Varuna                 2,00,000 7,00,000 Sundry Debtors    1,10,000 

(-)PBDD                  10,000 

 

 

1,00,000 

General Reserve 50,000 Cash at Bank 1,00,000 

    

Workmen’s Compensation 

Reserve 

25,000   

Sundry Creditors 25,000   

 8,00,000  8,00,000 

 

On 31
st
 March, 2015 Aruna desired to retire from the firm and the remaining 

partners decided to carry on the business. It was agreed to revalue the assets and re-

assess the liabilities on the following basis : 

(i)Land and Building to be appreciated by 30% 

(ii)Machinery be depreciated by 20% 

(iii)There were bad debts of ₹.17,000. 

(iv)The claim on account of Workmen’s Compensation was estimated at ₹.8,000. 

(v)Goodwill of the firm was valued at ₹.1,40,000 and Aruna’s share of goodwill be 

adjusted against the Capital Accounts of the continuing partners Karuna and Varuna 

who have decided to shatre future profits in the ratio of 4:3 respectively. 

(vi)Capital of the new firm in total will be the same as before the retirement of 

Aruna and will be in the same profit sharing ratio of the continuing partners. 

(vii)Amount due to Aruna be settled by paying ₹.50,000 in cash and the balance by 

transferring to her loan account which will be paid later on. 

Prepare Revaluation Account, Capital Accounts of partners and Balance Sheet of 

the firm after Aruna’s retirement. 

(Ans : Loss on Revaluation ₹.7,000 ; Capital Accounts : Karuna ₹. 4,00,000 ; 

Varuna ₹.3,00,000 ; Aruna’s Loan A/c ₹.2,00,000 ; Balance Sheet total ₹.9,58,000) 

 

 Death of Partner 

 

19 

 

 A, B and C are equal partners in a firm whose books are closed every year on 31st 

December. A died on 31st March 2018 and according to the agreement his share 

of profits from the close of the last accounting year till the date of death is to be 

calculated on the basis of the average profits of the last three years .Net profit of 

the last three years were ₹.8,000; ₹.11,000; and ₹. 17,000. Calculate A’s share of 

profits and pass the necessary journal entry.  

(Ans. ₹.1,000)  
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20  (Turnover Basis) A, B and C are partners sharing profits and losses in the ratio 

2:2:1. Their books are closed every year on 31st March. A died on 31st August 

2018 and according to the agreement his share of profits from the close of the last 

accounting year till the date of death is to be calculated on the basis of the 

turnover of last year. The Turnover of last year was ₹.8,00,000 and the profit was 

₹.2,40,000. The turnover of current year till the date of death was ₹.3,00,000. Pass 

Journal entry for A’s share of profit.  

(Ans. ₹.36,000)  
 

21  A, B and C were partners in a firm sharing profits in 3:2:1 ratio. The firm closes 

its books on 31st March every year. B dies on 12.06.2018. On B’s death the 

goodwill of the firm was valued at ₹.60,000. On B’s death his share in the profits 

of the firm till the time of his death was to be calculated on the basis of previous 

year’s profit which was ₹.1,50,000. Pass necessary journal entries for the 

treatment of goodwill and B’s share of profit at the time of his death.  

(Ans. For Goodwill: Dr. A’s Capital ₹.15,000 and C;s Capital ₹.5,000, Cr. B’s 

Capital ₹.20,000 For Profit: Dr. P & L suspense a/c, Cr. B’s Capital ₹.10,000)  
 

22 P, R and S are in partnership sharing profits 4/8, 3/8 and 1/8 respectively. It is 

provided under Partnership Deed that on the death of a partner, his share of 

goodwill is to be valued at one half of the net profits credited to his account during 

the last 4 completed years(books of accounts are closed on 31st December). R died 

on 1st January, 2018. The firm’s profits and losses for the last 4 years were as 

follows:  

2014 Profits ₹.1,20,000 

2015 Profits ₹.60,000 

2016 Losses ₹.20,000 

2017 Profits ₹.80,000 

 

(i) Determine the amount that should be credited to R in respect of his share of 

goodwill.  

(ii) Pass journal entry for adjustment of goodwill assuming that profit sharing ratio 

between P and S in future will be 3:2. Show your working clearly.  

(Ans. Dr. P’s Capital  

₹.12,000 and S’s Capital ₹.33,000 Cr. R;s Capital ₹.45,000 in Gaining Ratio 4:11.)  

 

23 D, E, F, P and Z were partners in a firm sharing profits and losses in the ratio of 

5:4:3:2:1 respectively. Unfortunately, P and Z met with a tragic car accident in 

which both of them died on the spot. The goodwill of the firm was valued at  

₹.1,50,000 and D, E and F decided to share future profits and losses in the ratio of 

4:6:5 respectively. Pass Journal entry for goodwill.  

 

24 A, B and C were partners in a firm sharing profits in the ratio of 5:3:2. On 31st 

March, 2009 their Balance Sheet was as under:  

Liabilities Amount Assets Amount 

Creditors 11,000 Buildings 20,000 

Reserves 6,000 Machinery 30,000 

Capital  Stock 10,000 
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A’s capital   30,000  Patents 11,000 

B’s capital   25,000  Debtors 8,000 

C’s capital  15,000 70,000 Cash 8,000 

 

A died on 1st October 2014. It was agreed between his executors and the remaining 

partners that:  

(a) Goodwill to be valued at2½ years purchase of the average profits of the previous 

four years, which  

were 2011: ₹.13,000, 2012: ₹.12,000, 2013: ₹.20,000 and 2014: ₹.15,000.  

(b) Patents be valued at ₹.8,000; Machinery at ₹.28,000 and Buildings at ₹.25,000.  

(c) Profit for the year 2014-15 be taken as having accrued at the same rate as that of 

the previous year.  

(d) Interest on capital be provided at 10% p.a.  

(e) Half of the amount due to A to be paid immediately to the executor and the 

balance transferred to his (Executor) Loan A/c.  

(Ans. Balance of A’s Executors LoanA/c ₹.28,500)  

 

25 Anil, Sunil and Kamal are partners in a firm whose balance sheet as on 31st March, 

2018 is as follows :  

Liabilities ₹. Assets ₹. 
Capital 

Anil            90,000 

Sunil          60,000 

Kamal        40,000  

 

 

1,90,000 

Land & Building 

Plant & Machinery 

Stock 

Debtors            35,000 

1,20,000 

40,000 

 

Creditors 60,000 Less: PBDD       1,000 34,000 

Kamal’s loan 9,000 Cash at bank 40,000 

 2,59,000  2,59,000 

 

Kamal died on 30th June, 2018. As per the agreement :  

(i) The profit sharing ratio of Anil, Sunil and Kamal was 4:3:3  

(ii) Anil and Sunil will continue as equal partners after Kamal’s death  

(iii) Provision for bad debts required at 5% on debtors, plant and machinery reduced 

by 10%.  

(iv) Interest on capital to be provided at 6% pa and on drawings it is to be charged 

at 12% pa.  

(v) Kamal’s share of goodwill based on the total value of goodwill which was  

₹.60,000  

(vi) Kamal’s share of profit to be calculated on the basis of capital invested. The 

normal rate of return is 10%  

(vii) Kamal was withdrawing ₹. 5,000 per month  

Out of the total amount due to Kamal, ` 30,000 to be transferred to his loan a/c with 

10% interest and the rest is paid back immediately.  

Prepare revaluation a/c, Kamal’s capital account and Kamal’s loan a/c when it is 

paid in to three equal yearly instalments  

 

26 Albert, Boris and Cyril are partners sharing profits and losses in the ratio of 3:2:1 

and their balance sheet as on 31st March,2018 stood as under:  
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Liabilities Amount Assets Amount 

Creditors 7,000 Buildings 70,000 

Capital  Machinery 25,000 

Albert’s capital   60,000  Stock 32,000 

Boris’s capital   50,000  Debtors 15,000 

Cyril’s capital   50,000 1,60,000 Cash 25,000 

    

 1,67,000  1,67,000 

 

Albert died on 1st July, 2018 and the following decisions were taken by the 

surviving partners. According to the Partnership Deed, his executors were entitled 

to:  

(a) The deceased partner’s capital as appearing in the last balance sheet and interest 

thereon at 6%per annum upto the date of death.  

(b) His share of profit for the period he was alive should be based on the figure of 

31st March 2018.  

(c) Goodwill according to his share of profit to be calculated by taking twice the 

amount of the average profit of the last three years. The profits of the previous year 

were: 31st March 2017-₹.11,000 ; 31st March 2016-₹.15,000 and 31st March 

2015₹.10,000  

(d) Assets were to be revalued as Building-₹.80,000, Stock-₹.30,000 and Provision 

for bad debts @ 10%  

Assuming that all the above changes are to be incorporated in the new firm. Prepare 

the Revaluation Account, Partner’s Capital Account and a Balance Sheet as on 1st 

July, 2018.  

(Ans. Rev. Profit ₹.6,500, Balance of Albert’s Capital A/c to be transferred to 

Albert’s Executor A/c ₹.67,375, Boris’s Capital A/c ₹.44,167, Balance of Cyril’s 

Capital a/c ₹.47,083)  

 


