Chapter 7

/ Partrnership vs Firm

'Parf'nershtp ;. relationship ends ;
firm CONMNTIMUES with

%

Firmm ¢ business ends , boo«s CLOSED.

fealsation AJc.

il & Axes ( TSC@_S’ )
Termination /]  Settlement L Court

/("elaﬁ'onshl)o / Books closure.

: 2. Modes ( Secs 39-99 ) \
- . Sec 90

\

by ajreemenf‘

Sec 7/ - compulsory ( insolvent etc )

- Sec .72 - contingencies ( death, exXpPIry 7

Sec 73 = by notice ( at-will Frm 7

Sec T L by court order
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| 3. 7-Step Prof'ocolc
@ Open Realisation A/c

(2) Write off Ffictitiovs( PSR- )

(3) Distribute reserves( PSR )

(9) Record realisationsassetr sales

©) Pay liabilities

@ Realisation P /) L( in PSR ). :

(7) Sec 98 orderexternal -7 loans

(8) Cash A/c closesto ZERO ( cheek )
(9) Cross-check talligs

xxx Memory o -W-D-R-P-S

fémce / Write off / Distribute /

[ecord / Profit-loss / Settle

.
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Y. [Realisation AJc Rules

Dr. side = ALL assets at booK value
(. EXCEPT cash / Bank )] Fictitiog

Cr. side = ALL outside liabilities

at booKk valuve : A
RN Cash / Ban« WNVEVER f'ran_ﬁcerred v

Standard Journals

/

Transter assets ; ﬁeln_ Dt dssef Co
Transter liab : Liab Dr ; [&ln Cr
Sale of asset 2 Cash Dr o Gl €y
/‘,-.S_fei" by partrer Partrer Dr . Rl Cr
Liab paid : eln Dr 4 Cash Cr
Liab by partrer o [&In Dr ; Partrer Cr
Ieln expenses s felhn Dr 2 Cash Cr

PAls . faln Partrers' Cap In PSP
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 $. Unrecorded Items

set realised in cash

Cash Dr/' eln Cr

 Asset tawen by partner

Parf'ner':_ Cap Dr ; [Reln Cr

/

Lia bilh‘y pat'c/

f&eln Dr ; Cash ¢r

Lfabilify by partrer
eln ‘Dr v Partrer's Cap Cr

6. [ealisation Expenses ( 9 cases )

Q/: who P_AID 2 0Q2: ke BORE 7

Firm pay;s T bears . [&ln Dr : Cash Cr
Partrer pays ) Firm bea}s {

-

Reln Dr ; Partner's Cap Cr

Partrer pays + bears : fetm—or M0 EATRY
Parf'ner 9ef‘5 fixed remun

eln Dr / Partrer's Cap Cr
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7. Partrer's Loan ( 2 cases )
e s
Asset side
Firm has lent to partrer
Partrer's Cap Dr ; loar-to-F Ale Cr
( MOT through Realisation Alc )

Liability side

Partrer has lent to firm -
Partrer's Loan A/c Dr ; Cash Cr
. Paid AFTER oufs.fa(e creditors

© BEFORE capital ( Sec 98 )

¥. Sec 9% Order ( ELCS )
External / Loans / Capital / Surplus

(a) Exterral debts paid ELRST

(b) Partrers' loans nrext .

() Capital balances

.(d) Surplus shared in PSP «

_l,o.sses_ al_so borrne in PSFK.
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7. Sec 99 - Firm vs Private Debts

Two separate pools.

Firm's property -7 Firm's debts FIRST

=7 Surplus i partners

Private property -7 Private deots FIRST

-7 Surp/us to -pfrm's debfs

/0. Garner v Murrzy ( 71909 )

IF a partrer is insolvent and car:ro'f'
meet his capital deficiency, the |

defict is borne by SOLVEANT partrers
in their CAPITAL RATZO ( AOT PSR ).

Conditions
3

. Deed silent on this matter
5 Solvents on FLUCTUATIA S capitals

Deficit in capital ratio of solvents
Eg. C deht §« ; AB caps 60O« <O«

A bears K x 60//]10 = 369
B bears Jx x £0///0 = 262¢
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//. [Realisation vs Revalvation

Kealisation A/c :

Dissolution
X BOOK valves
® ALL ltermns
X Made ONMCE
* PsRibr P/

Fevalvation A/c
»

[econstitution

CHAMGES only

SELECTED items

Eanl be vade MULTIPIE fios
OLD ratic +or P/L

X A X X

/2. Conversion into Company

(7) Open FRealisation A/«

(2) Company Alc Dr ; eln Cr
( purchase consideration )

(3) Egquity Sh Cap / Cash Dr

(9) Distrioute feln P/L

;. Co Cr

(s7) Distrioute shares to partners
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/3. Common Mistackes

X Trans-perrfnﬂ Cash / Bank to [Reln
X f?ouﬁ'ny partrer's loan via [Reln
X  "Partrer bears personally” as
Firm expense ( no entry e}
X /USIny OLD ratico +for ﬁe_/n /L
X \ Foryef’f'fnﬁ unrecorded items
X Garner v /l/lurray when conditions

. don't apply

/9. Exam-Day Quick [ecap

@ Markassets / liab f'o.'f'ran.ﬁrer

(@ Write ofFfictitiovs ( PSR )
@JDI'S'I'ﬂbuf'ereserueS' C FSKE ) . -
(9) Passrealisation entries

@ PJLn PsF
i@ S 9Y ElcS

@ Cash -7 zero( chee 7 )
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