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                                          Retirement and Death of a Partner 

                                                      2 Marks Questions: 

Q.1 Explain the status of the retiring partner in the following cases: 

a. Is the retiring partner liable for firm’s acts before his retirement? Explain. 

b. Is the retiring partner liable for firm’s acts after his retirement? Explain. 

 

Q.2 Explain the mode of payment to a retiring partner. 

 

Q.3 A, B and C are in partnership sharing profits 4/8, 3/8 and 1/8 respectively. It is provided in the partnership 

deed that on the death of any partner, his share of goodwill is to be valued at one-half of the net profit 

credited to his account during the last four completed years. 

B died on 1
st

 January, 2018. The firm’s profits for the last four years were as under: 
2014- Rs. 1,20,000; 2015- Rs. 80,000; 2016- Rs. 40,000 and 2017- Rs. 80,000 

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

(ii) Pass journal entry without raising goodwill account for its adjustment. 

 

Q.4 X, Y and Z are sharing profits in the ratio of 2:2:1. Y died on 30
th

 June, 2017. Accounts are closed on 31
st

 

March. Sales for the year ended 31
st

 March, 2017 amounted to Rs. 6,00,000. Sales of Rs. 2,00,000 amounted 

between the period from 1
st

  April, 2017 to 30
th

 June, 2017. The profits for the year ended 31
st

 March, 2017 

amounted to Rs. 60,000. Calculate deceased partner’s share in the profits of the firm. 

 

Q.5 L, M, N and O are partners sharing profits and losses in the ratio of 3:3:2:2. O retires and L, M and N 

decided to share the future profits in the ratio of 3:2:1. Goodwill of the firm is valued at Rs. 1,80,000. Goodwill 

already appears in the books of the firm at Rs. 50,000. The profit for the first year after O’s retirement was Rs. 
3,00,000. Give the necessary journal entries. 

 

Q.6 P, Q and R are partners sharing profits in the ratio of 4/9, 3/9, 2/9 respectively. Q retires and his capital 

after making adjustments for reserves and profits on revaluation stands at Rs. 1,39,200. P and R agreed to pay 

him Rs. 1,50,000 in full settlement of his claim. Record the necessary journal entry for the adjustment of 

goodwill if the new profit sharing ratio is decided as 5:3. 

 

                                                           3 Marks questions 

Q. 7 A, B and C were partners in a firm sharing profits in 2:2:1 ratio. The partnership deed provided that on 

the death of a partner, his executor will be entitled to the following: 

(i) Interest on capital @ 12% p.a. 

(ii) Interest on drawings @ 18% p.a. 

(iii) Salary of Rs. 12,000 p.m 

(iv) Share in the profits of the firm (upto the date of death) on the basis of previous year’s profit. 
A died on 31

st
 May, 2017. His capital was Rs. 80,000. He had withdrawn Rs. 15,000 and interest on his 



drawings was calculated as Rs. 1,200. Profit of the firm for the previous year ended 31
st

 March, 2017 was Rs. 

30,000. Prepare A’s Capital Account. 
 

Q.8 A, B, C, D and E were partners in a firm sharing profits and losses in the ratio of 5:4:3:2:1 respectively. 

Unfortunately, D and E met with a tragic car accident in which both of them died. The goodwill of the firm was 

valued at Rs. 1,50,000 and A, B and C, decided to share the future profits and losses in the ratio of 4:6:5 

respectively. Give the journal entries to record the above. 

 

Q.9 P, Q and R were partners sharing profits and losses in the ratio of 2:2:1. Q decided to retire on 31
st

 March, 

2014. On the date of his retirement, some of the assets and liabilities appeared in the books as follows: 

Creditors Rs. 70,000; Building Rs. 1,00,000 Plant and Machinery Rs. 40,000; stock of raw materials Rs. 20,000; 

stock of finished goods Rs. 30,000 and debtors Rs. 20,000. 

The following were agreed among the partners on Q’s retirement. 
(i) Building to be appreciated by 20%. 

(ii) Plant and Machinery to be depreciated by 10%. 

(iii) A provision of 5% on debtors to be created for doubtful debts. 

(iv) Stock of raw-material to be valued at Rs. 18,000 and finished goods at Rs. 35,000. 

(v) An old computer previously written off was sold for Rs. 2,000 as scrap. 

Prepare Revaluation Account. 

 

                                                             5 Marks questions 

Q.10 X, Y and Z are carried on business in partnership, sharing profits and losses in the proportion of 3:2:1. 

Their capitals as per the balance sheet as at 31
st

 March, 2017 were X= Rs. 60,000; Y= Rs. 40,000 and Z = Rs. 

30,000. 

On 31
st

 December, 2017, Z died. After his death his executors are entitled for  the followings: 

(i) Capital carried interest at 12 % p.a. 

(ii) Z’s drawings from 1st
 April, 2017 to the date of his death amounting to Rs. 9,000. 

(iii) Z’s share of profits for the portion of the current financial year for which he lived was to be taken at the 

sum calculated on the average of the last three completed years. 

(iv) Goodwill of the firm be valued on the basis of two years’ purchase of the average profit of last three 

completed years. 

The annual profits of last three completed years were Rs. 35,000; Rs. 32,000 and Rs. 38,000 respectively. Pass 

necessary journal entries.  

 

Q. 11 Manav, Nath and Narayan were partners in a firm sharing profits in the ratio of 1:2:1. The firm closes its 

books on 31
st

 March every year. On 30
th

 September, 2015 Nath died. On that date his capital account showed 

a debit balance of Rs. 5,000. There was a debit balance of Rs. 30,000 in the profit and loss account. The 

goodwill of the firm was valued at Rs. 3,80,000. Nath’s share of profit in the year of his death was to be 
calculated on the basis of average profits of the last 5 years, which was Rs. 90,000. Pass journal entries in the 

books of the firm. 

 

Q.12 H, I and J were partners in a firm with profit sharing ratio of 1/2, 1/3 and 1/6 respectively. The balance 

sheet of the firm at 31
st

 March, 2018 was as follows: 

                                                                            Balance Sheet 

                                                                 (As at 31
st

 March, 2018) 

Liabilities  Amount Particulars Amount 



Sundry Creditors 

Workmen Compensation Reserve 

Employees’ Provident fund  
Investment Fluctuation Fund 

Capitals: 

H                                 1,36,000 

I                                      64,000 

J                                      42,000 

42,000 

24,000 

12,000 

12,000 

 

 

 

2,42,000 

 

Goodwill  

Cash at bank  

Debtors                                              80,000 

Less: Pro. for doubtful debts        (4,000) 

Stock 

Investments (Market value- Rs. 35,200) 

Patents 

Machinery 

Advertisement Expenditure 

12,000 

11,500 

 

76,000 

75,300 

30,000 

20,000 

1,00,000 

7,200 

 

3,32,000 3,32,000 

J retired on 1
st

 April, 2018 on the following terms: 

(i) Goodwill of the firm was valued at Rs. 60,000 

(ii) Value of patents was to be reduced by 20% and that of machinery to 90%. 

(iii) Provision for doubtful debts was to be raised to 6%. 

(iv) Liability on account of provident fund was only Rs. 6,000. 

(v) Liability for workmen compensation to the extent of Rs. 12,000 is to be created. 

(vi) J took over the investments at market value. 

(vii) Amount due to J is to be settled on the following basis: 

50% on retirement, 50% of the balance within one year and the balance by a bill of exchange (without 

interest) at 3 months. 

You are required to prepare Revaluation Account and Balance Sheet. 

 

Q. 13 A, B and C were partners with 3:2:1 ratio. Their balance sheet on 31
st

 March, 2018 is as follows: 

                                                                             Balance Sheet  

                                                                      (As at 31
st

 March, 2018) 

Liabilities Amount Assets Amount 

Sundry Creditors 

Capital Accounts: 

A                            10,000 

B                              3,750 

C                              6,250 

8,000 

 

 

 

20,000 

Buildings 

Debtors 

Stock 

Patents 

Bank 

11,500 

3,500 

6,000 

4,000 

3,000 

28,000 28,000 

B retired on the above mentioned date on the following terms: 

(i) Building to be appreciated by Rs. 3,175 

(ii) Provision for doubtful debts to be Rs. 175 on debtors. 

(iii) Goodwill of the retiring partner B is Rs. 1,500 which is to be adjusted in the gaining ratio of A and C. 

(iv) Rs. 2,500 is to be paid to B immediately and the balance due to him to be treated as a loan carrying 

interest @ 10% p.a. The loan will be paid in the instalments as follows:  

1
st

 Year Rs. 750; 2
nd

 Year Rs. 1,000; 3
rd

 Year Rs. 1,500; 4
th

 Year balance. 

Prepare Revaluation Account, B’s capital Account and B’s Loan Account (till it is finally settled). 

 

Answer Key:  

Ans:- 3 Debit A and C with Rs. 48,000 and Rs. 12,000 respectively and credit B with Rs. 60,000 

Ans:- 4 Y’s share of profit = Rs. 8,000  

Ans:- 5 Debit L and M with Rs. 36,000 and Rs. 6,000 respectively and credit N and O with Rs. 6,000 and Rs. 

36,000 

Ans:- 6 Hidden goodwill = Rs. 10,800; Debit P’s capital and R’s capital with Rs. 5,850 and Rs. 4,950 

respectively and credit Q’s capital with Rs. 10,800. 

Ans:- 7 Balance of A’s capital Account = Rs. 69,400 



Ans:- 9 Profit on revaluation Rs. 20,000 

Ans:- 10 Amount due to Z’s executors = Rs. 39,740 

Ans:- 11 Nath’s share of goodwill = Rs. 1,90,000 

Ans: - 12 Revaluation Loss = Rs. 3,600; Total of Balance Sheet = Rs. 2,59,500 

Ans: - 13 Revaluation profit = Rs. 3,000; B’s Loan = Rs. 3,750 
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