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REVALUATIONOFASSETSANDREASSESSMENTOFLIABILITIES:

TheconceptofRevaluationaswediscussedinpreviouschapter,willalsobecovered

inthischapter.

Theassetsaretoberevaluedandtheliabilitiesarereassessedatthetimeof

admissionofanewpartner.Whenthepartnersagreetorecordtheassetsand

liabilitiesattheirrevisedvalues,revaluationaccountistobepreparedtorecordall

changes.

Butif,thepartnersagreetorecordtheassetsandliabilitiesattheiroldvalues,then,

anygain/lossonaccountofrevaluationisadjustedamongthegainingandthe

sacrificingpartnersthroughanadjustmententry.

 Whyisrevaluationaccountprepared?

1.Toshowassetsandliabilitiesattheircurrent/correctvalues

2.Toensurethatnopartnerisatadvantageordisadvantageduetochangein

thevaluesofassetsandliabilities.

3.Torecordunrecordedassetsandliabilitiesattheirpropervalues,ifany.

Thefollowingquestionsneedtobesolvedinyourregistersfrom thebackofthe

chapter:

Q47,48,51,52,53

ACCOUNTINGTREATMENTOFRESERVESANDACCUMULATEDLOSSES:

Wehavealreadydiscussedatlength,thetreatmentofreservesandaccumulated

lossesinthepreviouschapter.Letusrecapitulatethesamethroughthefollowing

points.

Ifatthetimeofadmissionofnewpartner,thereisabalanceinreservesand

Accumulatedprofits/losses,then,theywillbetransferredtoOldPartners’capitalor

currentaccountsintheiroldprofitsharingratio.

 Whyaretheytransferredtooldpartnersandnottothenewpartner?

Newpartnerisnotentitledtoanyshareofsuchreservesorprofitsorlosses

becausetheseareaccumulatedprofitsorlossesofpastyears,whichhavebeen



earnedbyoldpartners.So,thenewpartnershouldnotbeputtoanyadvantageor

disadvantage.

 Effectofjournalentryofdistributionofreserves/losses:

Thebalanceofreservesandaccumulatedlosseswillnotappearinthenewbalance

sheetofthereconstitutedfirm.

 TreatmentofWCRandIFR:

WCRandIFR,mayormaynotberequiredtomeettheobligation.So,theexcessof

suchreservesoveractualliability,ifany,istransferredtocapitalorcurrentaccounts

ofoldpartnersintheiroldratio.

Thefollowingquestionsneedtobesolvedinyourregistersfrom thebackofthe

chapter:

Q54,55,56


