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CHARACTERISTICS OF PARTNERSHIP
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. (V) Thegainor loss must be shared by all 1
-q-dnﬂﬂﬁf cenlpld th

s m-mmmIMmMmemmMMe
name given to them is a fim. Under the partnership Act 1932, maximum number- of
partners is limited to 10 in case of banking business and 20 in case of trading concem.
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Though sharing of gain is very important element of a partnership business, but

not a-conclusive proof of being a pariner. There are examples that person sharing in the
gain, are-not.considered as partners. For example
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(i) ﬁmamplnfoapmdonmehaﬂsufpmﬁt '
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(iii) Farhamhlprnlaﬁunlthuadoﬂmﬂmmlyumnnrumlm Even
. oral agreement is not necessary, partnership can be implied from the acts of the

mwmmm. Itis however better that agreement be made in
writing.

U‘ ub*JL..-.lﬂ L? -q.éx..-;a.:;b*&h‘h U'.(f' Lu.L:tu:ukuL'LﬁJUJn;L'd;hJ 17
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PARTNERSHIP DEED: »t4#J1/

The document which contains terms and conditions of pnﬂnanrip is known as
Partnership Deed. In the absence of an agreement, the partnership Act is applied. Written
agreement between partners will be helpful in case of disputes between the partners.

bl b 1 2 el B Ll ir? 9 09 £ L llg MK VL Uiy o0 LR 2is £
Ly x..nu;ukm.f’.uuu,.#ubu;aédd .q.rndtmmh‘&" 17 B LS. -

.q.l'nfi.ﬁ..ﬁ{:u:ﬁ
muhmmpmnummmﬂnnm in partnership deed.
-ﬂ“iﬁuﬂ‘ldjbﬂ Lot Jr |7
()  Name of the partners.
(ELsis®

(i) MName and nature of the business. :
. .:..,-'}ngmrtﬂgul'
(i)  Capital contributed by each partner. :

: A ,'.._,l.fl._.-l'y’[‘fl)ﬂ:,.ﬂ’ﬁ
() Ratio of Gain or Loss.
efud
~{v) Rate of inhmﬁt if allowed on partners' capital. ;
: wil /il ...-u‘J LE . 2Ly
(vi)  Salary if to be paid to a partner for doing extra job. |
T Sl R In L LS K s 00

(wii) | Maximum limit of amount of drawings of a partner during a particular period.
) HULHL}JE-JL*JLEJIﬁiE-J?;‘F&J ;;Huﬁ-dl.r
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(vili)  Whether partners’ capitals are to be maintained on fixed or fluctuating methods. -

: Kbl LA Loy o A L b2
(¥)  Duration of partnership business.

: ' .Al.mi’.rl.ul’ﬁi,r
- (%) Rahdhhmﬂmdﬂmsﬂmymbanhm
. [ ;-’J :fL.IJA.Irid:‘J.;LF Iy
(i) In'l:nl'llt on partner's loan.
: & /Lrjr.;.};‘ Luub,.#
(i) memmummnmormmmmm
: Wy R
(xiii): Method of valuation of goodwill at the time of admission, mﬂmnntufupammr
mergers of business.
; fuéﬁul'd’fhﬁzb;fpﬂujfd’rlﬁlﬁxpxﬂ Lr.éd’m_d"‘é.l.;..éfid.nh_ﬂﬁ-
K3/}
(xiv) M:ﬂmdnfmpuﬁmwanmmt:ﬂummmhﬂumuf -
the deceased partner.

KM LI ahnieohh Eu&unp" ULy e Auklmo8”
{(xv} . The way or procedure of payment of the amuntduituﬂwraﬁrh'ig panmror

. executors of the deceased.

KIMEWS ey Efenlatd fipcmScin . A;.;MJ N
{xvi) Clause regarding arbitration in case of dispute.
(xvii) Procedure of dissolution of the firm. ' :
) 1 . Jfﬂ)ffl}‘f&f‘} .
(xvili) Treatment of insurance policy if any.

A’..g)b’ﬁmo(m;:u;fd‘ L-.HU’J Lz

RULES IN THE ABSEHBE OF AGREEMENT: ;£ i ;ﬁmr‘gfqb-r.r
In the absentce of written agreement, following rules will be applicable. :
. SN L I St L e Sl L F
(i °~ Each pariner will contribute equally towards the capital of the firm. -
- s.kkrar']d-f:,{fﬁb-ﬂﬁ :
© i) - Gain /Losses of m firm will be distributed equally among the partners.
. . K drs o d
(iii) HusaWwﬂlbepaﬂtnpaﬂnmhrpeﬁnmmgduMmmﬁm
_J.»_l,J&'ul;"uuu.ﬂﬂ.«bﬂdﬁﬁrﬂ;r-,i
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(v)  Nointerest on partners’ capitals will be allowed.

Ao ordlity ",
(v} E%m&ﬂnnmmmgmanﬂmﬂmllhm 3
Kby s 38570/ ) Linoul by Lojitso

(vi) mnmﬂmmwmmhmmmﬁpﬂm
made by one on behalf of & f¥m.

PUSTIRIN oy N ISRy .Lw..yié.&r;.:.....l)d’ vt
(i) ‘Mﬂmrtmanm“ntdlllmapum no one can be admitted as a pariner.
_D:w';p’ J by i 8 :,jij)’ "R LS artosSis .-?[‘!?
(viii)  Every partner has got the right of access to the books of accounts.
Kol Fal L rjﬂu_ﬂﬁ

(ix)  Every partner has got the right to participate in the conduct and management of

the business. _ _
) +ﬁﬂd’ ¥ind ;L}:glﬁiﬂlarll-b&ﬁ,uﬂ:ﬁﬁ
(x) A retiring partner or executor of the deceased partner has got the right to share in

the profits, mmmMpdﬁ-mmtﬂmummﬂ%
per annum, ammmmmmnmm

dhﬂﬁ;[.r.rﬂgﬂkuf q..uf" b7 t‘ﬂf.u' IV 4 ﬁ.ﬂ‘{{—-ﬁi;b_ﬂ?LthaA' = s

_ P gl e (8L S ot
' KINDS OF PARTNERS: (UJif .o
(i) " Active Partner: Active partner is also named as a working partner.
He takes active part in the management and running of the business. He also
invests in the partnership business.
If ,Vé.,i:iufﬂ-.q..rf ol s/ ﬁl&ﬁ Ll tnlg 1. 4.unu...#-m,.ru’ﬂr

_ﬁ:_t'f{ﬂ I)
(i) Sleeping Partner: L e
Sleeping partner is one who: ' £ 2N
(a) Invests in the business. -t A A Lo ¥

(b) Shares gains and losses of the business. --.;-I-'x—f AR s
(¢) Does not participate in the conduct and management of the business.
% '.{'Jl':_ﬁ‘ -{ ;J-'le.:.b!lglﬂ‘llc;&ur

(d) Is known to the public as partner. _.,-..rnﬁ;u,.ﬁr.:u:,ﬁ J'-@,
(e) Is liable to firm's creditors. g bnhsif L)
" (iii) - Silent Partner: Silent partner is one who: 2l 2 2y o N
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(@ lskiowntothepublcasparner. .

bt o kU S

- (b) mmmmmmtmmmumhusm

En A £l L PR oo A Sk
{n]i.'.-_. Isllatintn.ltml’lrrm creditors as other partners.

_ e : ...,—.rmu.dr.f_)?;lupb.dq! LA £)
(lv) . Secret Partner; Saaﬂpamarisunawhu

.F:Jl:,.ﬂ’d‘l Jl.!.-l‘?‘g# v
(a) Ta’h:u m part in the conduct and management of the business,

.?_Ejrk'w&ﬁ;}ﬂlfm]‘;ﬂur
(b) Itnﬂt&ownhpub&hmiw
_ -4 A‘uu.#;.dw}’ Jufy
(c) - Iiﬂlhiltum’ldltquﬂklolh-'plm“ .
e bR hlﬂufh}{fnﬂ;hﬁﬁfﬂ
(d) uudmtmmmmmmwm-mmuntmm

‘business.

_ .J.pqﬁ’ _wu-'-J i/ d)h)’ ¢if u.ll'i'ﬁf} gﬁ-:-u:"dﬂ J A&‘ e AN ;
(v)  Nominal Partner: Nominal partner is one who:

2 oA oF Y

oo | : YA AV
(®)  Does not share gains of the business. :

. A oy -Huﬂ’-f/’utdb'-’i@i’-.

. (© Is publicly known as a partnur
I.‘:ut.r.-l?u:w/ﬁd;&
Actually’ h&humwmhm mmumm to oblige

(a) Does not quﬁhibute towards capital.

them.
e ociifi S, Jh-u:.m#f rt.;.l‘_xf 18 L Lty ol iy P
(vi) Minor Partner:
" Zils 2L m.r&t
(a) I-hhlmnqtr:-.-nmtbnparmr because he can not contract.
T e WS g AL 0 EL Ok S 2007
(b) He can share in the gains of the firm with the consent of all partners.
..{..ﬂ:x.f AL Bo L K firons um:.-#rl?
- (@) Thamﬂmﬂdh-mpﬂmhammhuwadm
PRI AV L{,rq;m,«ﬂdf
(d) Haﬂndhaahnuolmmmmﬂmhummm

bt L LGy A L) aedid
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CAPITAL: :
PROCEDURE TO OPEN BOOKS OF PARTNERSHIP:

At the time of formation of partnership, mmmmhismﬁlmﬂmln
the form of cash or non-cash. Separate accounts of capital are opened to record the
investment of each partner. The partner can invest in the business in any of the following
ways:

T LK, =L;rd' .rlj,-l",':'.r Py ..-.f.ufrf WA f!'q.li'gm: - ,;.;8 r'{:.gkg J. AN
eSSy e ORI L3l 2 K0 F UKL

1. By contributing cash.  LIRpE
2. By contributing non-cash assets. LSl stiss F
3. By combining individual business. ZSE ho s d®

1. By Contributing Cash:

It contribution is .made in cash, cash account wil bedabﬂadwmspachw
m:mpﬂmuntwhmmmswmmm For example,
A, B, form a parinership contributing Rs. 1Dﬂmﬂandm5&.ﬂmmlrmthef¢nﬂuf

cash. The joumnal entry will be

Date Description " Debit Credit
: Cash ' ; 150,000 :
Capital - A 100,000
Capital-B - 50,000
lllustration No. 1

Muneeb and HihlhlgmdtnhnnlpimmuM' January 2018. For this
purpose, Muneab confributed Rs. 4EDMﬂn1dHaths 1,50,000.

Reguired: (1) Journal entry.

(i) Opunhn Balance Sheet uflhei’rm
‘1-GENERAL JOURNAL . K -
Date- | . 4 Description PR 'Amount
2018 - ' Dr. Cr.
Jan. 01 |Cash ; 6,00,000
" Capital — Muneeb 4,50,000
. Capital - Habib - | 1,50,000
{tuhnnnlﬂhuhdbfmnapnrﬂmsh )} - %
i : Il - BALANCE SHEET
As on (1" January, 2018)
: ‘Assets i Amount Liabilities Amount
Cash : 6,00,000 | Owner's Equity
. Capital — Muneeb 4,50,000
: , Capital - Habib L 1,50,000
.| Total : 6,00,000 | Total 6,00,000
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2. By contributing Non-Cash Assets:
; |fw-kmmwumhmmnnmqm
by all the partners and credit to partner's respective capital.
For example, A and B form partnership. A invested Rs. 1,00,000 in the form of
-cash, Bmmmmmm mwmﬁm hﬂ: mmﬂﬂu
jﬁunﬁmﬂham

Cash - ST " 100,000 | . 3 &
Building CJso000| o
Capital - A : . 100,000
Capital -B ' : _ 80,000
lliustration No. 2 i :

- umwﬂmmnmmﬂmmmﬂ Muneeb confributed
Cash Rs. 3,00,000 and building Rs. 4,00,000 for the business. Habid contributed cash Rs.
4,00,000 and furniture Rs. 50,000. ,

- Required: (i) Journal entry.
i (ii) Opening Balance Sheet of the firm.
Solution: ¥
el e __ 1-GENERAL JOURNAL
Date Description - PR Amount
2017 : DR PR
Jan. 01 Cash(3,00,000 + 4,00,000) 7.00,000
Building - , : _ & 4,00,000|
Fumiture 50,000
Capital - Muneeb : 7,00,000 |
Capital — Habib % i | 450,000
N - BALANCE SHEET
As on (1* January, 2017) :
Assets Amount Liabilities | ‘Amount
Cash . 7,00,000 | Qwners Equity - :
Furniture ' 50,000 | Capital — Munesb 7.00,000
Building . 4,00,000 | Capital - Habib 4,50,000 | -
Total ' ; 11,50,000 | Total - ~ 11,50,000

T

3. mmmmmm
Sometimes partnership hhrnﬂbymﬂuﬂmdtlnu'nmm For this
pwpuuﬂ'mpumalermrwillhn
All assets DR ]
All Liabilities CR
Partner's Capital _______ CR_
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" INustration No. 3:

Muneeb and Habib carrying on separate Mneuwuhrmapammthlp on
1* January 2018, by combining their individuatbusiness. On this date their Balance Sheets

were as under: .
Balance Sheet u‘l Muneeb
As on 1st January 2018 :

: Assets Amount _ ‘Llabilities Amount
Cash 25,000 Accounts payable 15,000
Accounts receivable 45000 Salaries payable 12,000
Less: Allowances forbad Capital 61,000

 debts —2000 43,000
Closing inventory ' 7,000
Furniture 13,000
Total 88,000 | Total 88,000
: 2 Balance Sheet of Habib

As on 1" January 2018 -

- Assats Amount Liabilitles Amount
Cash_ 30,000 | Accounts payable * 28,000
Accounts receivable 64,000 | Qutstanding rent 10,000 |
Closing inventory . 18,500 | Allowances for bad debts 6,500
Machinery 15000  Capital 81,000
Less. Acc. Depreciation _ 3000| 12,000 -

Total 1,25,500 | Total 1,25,500
- All assets and liabilities will be taken over by the firm at book value.
Required: (i) Pass the Joumnal entry ta form the partnership..
o (ii) Prepare opening Balance Sheet of the firm.
Solution: ‘ ' ;
: | - GENERAL JOURNAL
Date Description PR Amount
2018 > d DR PR
Jan. 01 (25,000 + 30,000) 55,000
: receivable (45000+64000) 1,09,000
losing inventory (7000 + 19,500) 26,500
urniture ' 13,0[!3
achinery : . 15,000
[ Accounts payable (15000+28000) 43,000
~ Salaries payable ' 12,000
Qutstanding rent e 10,000
Allowances for bad debts (2000+8500) 8,500
Acc. Depreciation mar.hmrjr 3,
Capital — Muneeb 61,
Capital — Habib, - 81,
(Being the investment of both the partners)
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"1l - BALANCE SHEET OF NEW FIRM

As at 1" January, 2018
Assets | Amount | . Liabilities Amount
| Cash - 85,000 | Accounts payable 43,000 |-
Anmunufmqivahh 1,09,000 . f Salaries payable 12,000
Less: Allowances for- ' 3, - :
Bad debts - 8,500 1,09,500 | Outstanding rent 10,000
Closing inventory ; 26,500 | Acc. Depreciation 3,000
sa machinery :
Furniture 13,000 | Capital - Muneeb 61,000
‘Machinery 15,000 | Capital — Habib 81,000
Total _ _2,10,000 | Total 2,10,000 |
. lustration No. 4 e g ;

4 Mm‘mubnnu*m-ugumadk:alstar&ag'raadtnfnrmapartnarahp'wimHabﬂ:ron1It
' January 2018. The book value and agreed value of his assets and liabilities is as under:

Gl

e TIa » pmﬂpﬁm ; Book Value | Agreed Valye
| cash 29,500 29,500
'| Accaunts receivable 14,000 12,000+
Mercharidise inventory A - 11,800 19,500 |
Furniture ; 18,000 13,000 |:
Ace. Dapradal'jon fumlture 3,000
Rﬂf@fﬂtﬂf i L halm 4'mﬂ v
Accounts payabla 9,600 .9,600
Qutstangding Rent 5,000 5,000
Habib agreed hwmmnﬂ mashhantufhhmub
Required: (i)' Joumalentries: . .
(i) Ega'lanne sheet _nf new firm.
Solution: o .
... |~ General Journal R S T
Date . Description 1 PR . Amount
2018 ; DR _PR
Jan.01 - | Cash 29,500
Accounts receivable 12,000
.| Merchandize hventnry 9,500
. Fumiture 13,000
k. | Refng“tﬂ : I4‘|m ; : o
Accounts payable 9,600 | .
Qutstanding rent - 5,000
Capital - Muneeb 53,400
{Cash invested by Muneeb)
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Cash ¥t 53,400 .
Capital - Habib - 53,400
(Cash invested by Habib) :
il - Balance Sheet of new firm
As on 1" -lllllﬂl"l' 2018 '
Assets Amount thm- Amount
Cash (29500+53400) 82,900 | Accounts payable 9,600
Accounts receivable 12,000 Clullhrrdmg rent 5,000
Merchandize inventory 8,500 | Capital - 53,400
| Fumiture 13,000 | Capital - H;Ihih . 53 400
| Refrigerator 4,000 '
Total - 1,21,400 1,21,400
- Capital Mm

mmlmnuﬂmmuminmmmummm
L;.ur .:Uiﬁ-._.rl-f Lul.rl.!..ﬂ—l,’- I.‘f I I/...rtf uﬁ&ufalﬁ# -.’:-4-4'#»; L;,l'-'gﬁfm.#;

' ek LuR Sty
()  Fixed capital method e :
()  Fluctuating Capital method. aM dede

()  Fixed Capital Method: LAVt et

Under the fixed nature of capital, the capital of each partner remains constant from
the start of partnership till at the end of it. Adjustments regarding interest on capital,
pariner's salary, mmmmumﬂmlhndmdﬂlnmmmm
have record mmmum-mmnmmum which is
debited with drawings, share of loss sustained during @ period and credit is given for
pariner's salary, commission, interest on capital and share of profit earned. After all the
adjustments have been made in the current account, it is balanced, if it shows debit
balance it will be shown in the Balance Sheet on asset side and if it shows credit balance it

* .. will be shown on the liability side. At the time of dissolution of the partnership, each

partner's current account balance is transferred to capital account. The credit balance of
-current gccount will mmwmmmmmummmtm
will be debited to respective partner's capital account.

' ..-ti.'.ﬁ')g}:p FH s )ﬂduf,—t/uf r“ij u‘:ﬁ,uﬁf ff;lj.#ﬁaﬁfﬁxi'q)w
el Bk Capital Account f o LI Pl P wF S o PR Ly
I ¢ teu¥ e pt L Cumrent Account bj Wz & LLSTusVEIZY
f_q.rhpﬁmdl.ﬂl’db‘gﬁ.ﬁ,yi’nhm;c_t/ W7 beﬁulg..t‘lrk([hbﬂﬂfuﬁ :f (73
bl S 49 £ 34 2 Balarice Sheet 7 6Debit 4it./1 ¢ b/ P LV L2 (€170
Lo g4 ¢ Lo K KL p’Ju-._,:umnr 2 Balance Sheet 7 »Credit 1 /1 1 &
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(4 Capital Alc Credit Balance ¥ Current Alc - tle 1/ P (2 Capital A/c S Current Alc
£ lp\s/Debit Mgfﬂp{cm Account of Debit Balance i Zlp\/ Credit

()} Fluctuating Capital Method: 3 Vet 47 JF
Under Fluctuating Capital method, mﬁmwmmmmmmm'
time to time. Each partner will have his separate capital account, which will be credited by
his initial investment and any additional capital introduced during the year will also be
credited ta_his capital account. All the adjustments, which result decrease in capital will be
;labﬂudtupnrhm‘:mpihl,'nﬂ:ndmwingm by each partner, intérest on drawings
and share of loss. On the other hand adjustments resulting increase in capital will be
credited to partner's capital, like interest on capital, partners salary and commission if any,
partner's share of profit etc, Balance of each partner's capital account will be shown in the
balance sheet. mmﬂWsmmuMmMMmmmw
credit balance is shown on the fiability side. :
LK CapitalliGI¥ b 2 £ 250 OTUb 4 ﬁ'ffr';u:..tfﬁm.r ,Mir.-:‘..frq)m :
Fy/Credit £ LIS A2 Qi im sl - bl Credit L MIe A r 1211 P gbn
5 —¢-JpdDebity 3K ng Jnd L b L £ L Uk 4 O S)g
RIS fm_}l.dF'ﬁ-‘.'..lnur..;w;ﬂ,t/ﬂb‘él-ﬁ;)ﬂ"’f dogun L1 '
/i u’*f " urd:ﬂuJurﬁ:;,#/[ﬁ'ﬁ.ﬁﬁrﬂfuﬁwq.rx;hlL,.r!._,-tfuﬂ.;"£
gt/ 76 49 £ Capital (2 Balance Sheet La¥e b £ A 428 2¥Elr Lisin
-.-,:.rlfkl-‘?;ﬁummi,tmsm ' Gredit Balance Mmm

EXPLANATORY NOTE: uﬁ'u:

It should be noted that where nothing is specifically mentioned, ﬂnnnplhlmm
to be adopted will be the fluctuating capital method.

..:'g)l’.',..l.fd.r Jﬂxﬁ.’d' saolnds u!ml.{:;f.t)ﬁgiff PR

-t A%
Partnership Account: : . e
Partnership account is maintained according to the general principles of
Accounting. e bt Ludm L B i

Accounting for Partnership:

Most of the day-to - dlymmﬁanurlpnmmthlpllﬂnmuhimmﬁnq
for any others form of business organization. The journals described in the first year (1.Com
Part-l) book may be employed by a partnership without alteration. The chart of accounts
with the exception of separate drawing and separate capital account for sach partner, does
not differ from the chart of accounts similar business conducted by a single owner. It is in
the areas of the formation, profit-distribution of partnership that transactions peculiar to -
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partnership arise. The reminder of the chapter is devoted to the accounting principles and
procedures applicable in these areas.” ’ .' 5
S Kap¥ S 2 Led S mmspphst u’jﬂwf’maf HEhKL A}
L P A S SO et Juﬁ}sl’a)ogg-‘f-ifbﬂﬂn-ﬂ‘
bl R NN L s} e SN (R LL B L T 1020 Ay LAk

, T -LEJZJJ b Ludmbe S flii.,fr_?mq.rm_ﬂgﬁ Ve
Distribution of Profits or Losses: arL { =ﬂ.‘7 Settdd

. In the partnership business the net profit to be shared. by all the partners in the.
agreed profit sharing ratio. For this purpose the net profit is transferred to an account called
profit and loss appropriation account This account is aimost same to profit and loss
account and' prepared to show how the net profit or loss distributed among the partners.
The account is created with net profit or debited with net loss. The account is further
debited with Interest on capital, Partners salary or commission payable and credited with
interest on drawings. After these adjustments the account shows the net profit or net-loss
which shall be distributed among partners in the any of the following. :

1. ProfitSharing ratio. 2. Capital Ratio -

S L LU Lad g1 ol & e arib b MDD L WKL} .

b P S LI Pyii¥ o g tieks /P L 23¥Profit and Loss Appropriation

LA I e 40l L\ Ao s g g b S8 S Sussts 2 Sp\E

u,l_.q_t'if_lfr'.‘..éf el f J:.a:,.ﬁq..t‘} i/(Debit) .r.;:ia.:.c)*(l:ﬂj.f.zh s d’ Usils 2 sy

& U Pz sty 2-c b 6 S Lo ._r‘u..l.:m,g&amz.:.u::'r
) : ; ' - blels

; = a.:-,vJJ,,lf' -2 ;-:#JJL./( ﬁ'v uldﬁ:b" -1
Y 2 Profit Sharing Ratio ' Pt A
The following journal entrees are passed for distribution of profit or loss among  °
(1) Forinterest on Capital
Profit & loss appropriation account
Partners.capital account ’
(2) For salary OR Commission Payable to partners.
Profit & Loss appropriation account
Partners capital account
(3) For interest on drawbars. §
Partners capital account A
Profit & loss appropriation account
(4) For distribution of profit- - :
Profit & loss appropriation account
Partners capital account
(5) For distribution of loss
Partners Capital account

Profit and loss apportion account

2898

98 8%
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lustrationNo.5 * = . -
. Aanaammupmmmm1 mmrwm&mmmm,mg

and Rs. 1,00,000 respectively. Partnership

10% interest on Capital, A is

" entitied to a monthly salary of Rs. 1000. Pruﬁtfhrhﬂyearﬂﬁ before charging interest on
capital and A's salary amounts to Rs. 57,000. Thwarmrehmandﬂxpenﬁuqmﬂr A's
drawings 1500, B's drawings 2000.

Required: ShnwihaPmﬂlmdlmsappmpMﬂmanmunLMmhhamd.‘
¥ . accounts relating to partners under:
(i) Fluctuating nature of capital: (i)’ Fi:mﬁ nature of napﬂal. ”
Solution: ! e - ; . a7 ik
Profit and loss Appropriation Account
Forﬂumrmdidbmmbﬁﬂ‘t 2017 _ ;
Description - |- Amount Description ' | Amount
A's salary : " 12000 | Profit.. .. ..o UE 57,000
' Interest on capital " 7 P SN .
A's capital 5000 15000
B's Capital .. 10,000 ;
| Profitto 7 :
A's ital 15,000 | -
B's :il:al . 15,000 30,000, d
DA T g | 57,000 57,000
(i) When capitals are fluctuating . .
Date Description - . PR Dr Cr
2017  |Profit & Loss appropriation alc ' ' 12,000
Dec.31 A’s Capital . < .Y 1 12,000
(Salary allowedto A) i .
1F*mﬁt & Loss appropriation account .15,000| . 1
A’s Capital - 5,000
B's Capital 10,000| -
Interest anum, on ¢apital) : '
Profit & Loss appropriation account” 30,000
A's Capital - 15,000
 B'sCapital 15,000
(Being Profit distributed)
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(i) = When capitals are fixed

Date - Description PR Dr Cr
2017  |Profit and Loss appropriation account 12,000
Dec3i | A'scurrentalc., 12,000

(Salary allowed to A)
|Profit and Loss appropriation account 15,000 _
A's current alc. 5,000
B's current a/c. 10,000|
| Inmmst allowed on Gﬂ&ltalj‘ X '
- A's current alc. . 30,000
B's current a/c. ey 15,000
(Profit distributed) _ 15,000
' CAPITALACCOUNTS .
(When capitals are fixed) .
Date Description A B Date | Description A B
2017 Balance c/d 50,000 100,000 (2017 Cash 50,000 100,000].
‘[Dec.31 - Jont. 5 5 '
50,000 [100,000 | p 50,000, 100,000
PARTNERS' CURRENT ACCOUNT i
Date Description A B Date | Descripon | A B
2017 [Cash = - 1,500 zona-zmr ' X
Dec.31  |(Drawings) 3 kol Jan 1 Isatary 12,000
Interest 6,000 10,000
i Profit and Loss :
appropriation
Balance c/d 3o.§uu 23,000 15,000 15.nnul
32,000 | 25,000 32,000 25,000
CAPITAL ACCOUNTS
. (When c.!petuh are ﬂuatmmg} ;

Date | Description A B Date | Description A B
2017 : 2017 [Cash 50,000] 1,00,000
Dec31 lcash Jan 1 lsalary 12,000

(Drawings) 1,500 2,000 Intarest 5,000 10,000
Profit and Loss :
; appropriation | -
Balance c/d 80,500{ 1,23,000 nt . 15,000 1_5.mu
82,000 |1,25,000 82,000| 1,25,000
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lllu:ll‘lﬂnll No. 6

- X, Y and Z are partners in a firm, Dﬂ1‘January2D1?ﬂubﬂmufuulrmpw ;
was Rs. 50,000, Rs. 75,000 and Rs. 100,000 respectively. During the year each partner
'dmwihatm  They share profit and loss in the ratio 1:1:2 during the year 2017, the firm
uanmdpml'itnfﬂl 52,050/~ without having the following adjustments: _

2 S
(i)

MMWMMHMMGHD%
zumbammmutnnsmmam mnr:mmm.a.m

Required: (i) Pass Jounal Entries
(i) mmmmmmmmm'
mmmmmmmm -
Solution: >
__ Profit and Loss Appropriation Account
.|Date - |Description Amount |Date |Description Amount
2017 |[Interest on capital - |2017  |Profit 5§2,050|
Dec.31|X Capital 5,000 . Jan 1 |interest of Drawings (w-1) |-
. Y Capital 7,500 | . X  Capital 150 -
Z Capital 10,000 22,500| Y . Capital 150°
Z's Salary © ¢ 6,000 Z Capital - _150 450|
|Profit transferred to
X 8,000 |
: 449 6,000 -
Z 12000 | 24000
| - General Journal SR
: Fixed Capital :
DR | CR |Date |Description DR CR
3,000 2017 {Cumrent Ale-X 3,000
3,000 Jan1  |Current Alc-Y 3,000
3,000 - Current AJc-Z 3,000 .
nounr _ 'CASH 9,000
_ (Cash withdrawn
: . by the partners)
1 22,500| Profit and 22,500
7500 Current AJc-X 5000
10000| Current Alc-Y 7500
; Current Alc-Z 10000
- |(interest aliowed
" |on capital) [
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Profit and loss| 6,000 Proft and Loss| 6,000
appropriation _— . |aperopriation -
a:cnpl.!nl : - Current Alc-Z . 6,000]
Z Capital account 6,000] * . (Salary due to Z)
(Salary due to Z) : :
Profit and loss . - |Profitend loss
Appropriation &/c | 24 000 Appropriation a/c| 24 000
Capitgl-X : 6000 | Curent Ave-X | | -8,000
Capital-Y - | so00 - Current Afc-Y | 6,000
|Capital-Z 12000 Current Alc-Z 12,000
(Being income \ . |(Distributjon of
Distributed) . ’ income) Y
Capital-X 1 150 Current Alc-X 150
N - |Capital-y . |t 150 | Current Alc-Y . 150
Capital-Z ; ; : 150 Current Afc-Z 150
Profitandloss | 450 Profit and loas 450
Appropriation a/c i Appropriation alc
Interest Ch on Drawings)
Interest on Drawing (w-1) 450 | Interest ori Drawing (w-1) 450
Capital x 150 s - Current Alc x 150
Capital y 150 Current Alc y 150
Capitalz - 150 Current Alc 2 . 150
. CAPITAL ACCOUNT
(When Capitals ate Fluctuating) -
Description X Y Z Description | X ¥ &
Cash (Drawings)| 3,000/ -3,000/. 3,000|Balance 50,000 75,000| 100,000|.
_|Intéreston | |- ' T Interest | 5.000{: 7,500 10,000
Drawings 150| * 150 150|Salary - - 6,000
. |Profitand loss | . s
Balance c/d 57,850 aa.asuh 1;4,ng a,ouui 6,600{ 12,000
. | 81,000( 88,500] 128.000] - | s1,000] :
~ CAPITAL ACCOUNT
. 4 - (When Capitals are Fi'.ud}_
Description X i Zz Description X X Zz
Balance 50,000 75,000 100,000{Cash 50,000 75,000| 100,000
.| 50,000 75,000] 100,000| | 50,000 75,000 100,000
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_ CURRENT ACGOUNT
Descripion | X | Y | Z Description X ¥ F
Cash (Orawings)| 3,000] 3,000 -3,000interest on Capital| 5,000] "7,500| - 10,000
Intereston ' mmm' 5 6,000
Dmmnnt 180  150| - 150[f 0 a..mu 6,000] 12,000|" -
|Balance c/d 7,850| 10,350| 24,850 Pl
g 11,000 13,500| 28,000 11,000 13,500( 28,000
'Wdﬂihﬂ{w-ﬂcﬂwllﬂﬂnnﬂnﬁuﬂmdran
o, Drawings = Rﬂﬂﬂﬂ
2 Period = —mr-
thnufhtcradt = 10‘!5
3000x10 1 ° ’
Mnndrqvnirqs 100 fi Hnsw

Explanatory Nots:
; ﬂﬂludahsmmluhamnunh“ﬁmdmnmtgm the interest on the
uhnhnufﬂmunmuntwillbedwmodfurlh:munﬂumﬂummpum that amounts were
withdrawn évenly throughout the year. ;
‘lustration No. 7

Mr. Akbar, mnmmma plmmlpan 1‘Jlmw 2017, contributing

. They share profit and loss in the ratio of

6:7:10. During the year 2017, mummofns 49,000. Thqhmrumﬂtudﬂu
matters:

Rs. 50,000, 70,000 and Rs. 100,000

() - Interest on capital was not provided, rate being 10%.

(i) -
(i)

adjustments.

(iv)
Ruqulrad
(1) ~
(2)

Salary of Mr. Ali amounting
Rmmﬂnmu{ﬁiwmhp{mﬁﬂmhﬂgmdmmmraﬂh

Profit and loss Appropriation alc :
Show, the Capital accounts of the partners if capitals are fluctuating.

to Rs. 5,000 was not paid.

Dramngswummm.ﬁmﬂ Al 8,000 and Ahmed 10,000.
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Solution: . -
; Profit & Loss Appropriation Alc

R As the Period Ended on 31* December, 2017.

Description . Amount Description - Amount
Interest on capital Profit ' 49,000
Akber's Capital 5000 | -
Ali's Capital 7000 :
Ahmed's Capital 10.000 | 22,000
Ali's Salary 5000 : : .
Reserve Fund ' 1100 : '
Profit (5:7:10)
Akber . 4750
Ali 6650
Ahmed - 7500 | 20900 L :

49,000 49,000

mnumummmhmw

Description Akbar | -Ali |Ahmed| Descripion |[Akbar| Ali | Ahmed
Cash (Drawings) | 6,000 8,000| 10,000{Cash 50,000{ 70,000 100,000
. Interest on capital | 5,000 7.000f 10,000
Salary v 5,000
' - Profit & Loss :
Balance c/d 53,750 80,650|109,500|Appreciate Alc | 4,750| 6.650| 9,500
| 58,750| 88,650]118,500 : 59,750 -u.m| 119,500|
IllultrlﬁnnHa.l :

wmwanmmmmmmmumnmmnni Their capital
were Rs. 40,000 and Rs. 60,000 respectively. Interest on capital was fo be provided at the
rate of 10%. The profit of the"year amounting to Rs.15,000 was distributed among the
partners in their agreed ratio. The interest on capital was omitted to be credited before
dmmmdmcwmmumm,mmumwmmmpm
mmmmmmsmmtmmwjum, :
Solution:

Dhﬁibuﬂnndl’mﬂtbm:huglng interest on capital

- Total Profit = 15,000

1 2
Profitratio. = =  420r=,: =
‘o “3 '3 |
A'sshare = - 15000 -;- = Rs. 5,000

B's share 15000 x %'QR:.'ID.M : 2

Distribution of Profit after charging interest on Capital

interest on capital - A = 40000 x -11:_0 = Rs. 4,000

S a
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A’s Share

B's Share

A’s total receipt =
B's total receipt =

MMMJB'-Gmx%-hQM

Profit after interest on capital = 15000 - (4000+6000) = Rs. 5,000

1
= 5000 x —
*3

2
. = 5000 x =
= x3

=Rs. 1666.67

= Rs. 3333.33

4,000 + 1606.67 = 5666.67
8,000 + 3333.33 = 9333.33

Partners

Recelved

To be received -

Difference

A - 5,000

B 10,000

5,666.87
9,333.33

+866.67

To adjust division of profit:
A will be given a credit of

B will be debited with

= Rs.666.67
= Rs. 666.67

Journal entry will be passed as under:

- 6668.67

‘B's current account

A's curment account

PARTNERs' CURRENT ACCOUNT

I Description A

iB

|Date.  |Description .- A

A's Current

666.67

B's Current

Illultutlun No. 9

A and B formed a partnership on 1% January 2017, by introducing capital Rs.
20,000 and Rs. 10,000 respectively. Capitals are to be kept on fluctuating basis. Interest at
the rate of 10% is to be provided on capital at the énd of each year. They share profit and
loss in‘the ratio 1:2 during 2017. The profit before providing interest were Rs12,000, profit
was distributed before charging interest on capital. A and B's drawing was Rs. 5,000, Rs.
2,000. Adjust the partners account for. _

Solution:
Distribution of profit of 2017 before Distribution of profit of 2017 after
: inhugﬁm charging interest
Profit (1:2) -{interest on A's capital 2,000
A's share 1/3 4000 Interest on B's capital 1,000}
B's share 2/3 ", 8000 |12000 Adjusted profit (12000-3000)=8000
A’s share in profit 1/3 3,000
B's share in profit 2/3 - 6,000
A's Total receipt
Interest 2000+Profit 3000 5,000
B's total Receipt "
[Interest 1000 +anﬁtmm 7,000
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Elpltlll Position at the end of 2017

A B. .1

Baiunnunn1 sznw ' _ : 20,000 10,000
+ Distribution of profit i.e., 12,000 . ~4000{ ._8000
' : 24,000 18,000

Adjustment of profit + 1000 ~-1.000
8 g 25000 | 17,000

Less drawings : _5000| . _2000
-capmala:unm 12-2no4 . * 20,000 15,000

Hustration No. 10

Mr. Ali and Mr. A#harrum\adapeﬂmrshlphyimuﬁnnﬂs 15,000 and Rs. 20,000
respectively. Mr. Ali, who works as manager draws Rs. 500/- p.m. as his salary. AMrH'I&
closing of the books, the firm's profit was Rs. 25,000. There was np partnership deed. As
Mr. Akbar served as a manager in another firm so there was dispute in the distribution of

profit.
'Required: Prepare the adjusted Profit and Loss Profit and loss appropriation account
and partner's uﬁul accounts.

Solution:
2 __Profit and loss Appropriation account
Date Description Amount | Date Description | Amount
Dec. 31 |Profit transferred to: ; . |Dec.31 |Balance ;5,nnu
Ali's Capital . 15,500 Ali's salary(500x%12) 6,000
Akbar's Capital 15,500{ - ‘
; _ - 31,000 : 31,000
. CAPITAL ACCOUNTS R i
Date | Description | . Ali Akbar | Date. | Description Ali Akbar
Dec. 31 |Salary 6,000 Dec. 31 |Balance , 15,000 20,000
Balance  |_-24,500| 35500| . [Profitand loss

& 30.500) 38.500|
Explanatory Note: In the absence of partnership deed salary is not allowed to any

partner.
lllustration No. 11
A presents the following profit and bsaappmpnatnn account
to his partner M.
Profit and Lm Appropriation Account
. Description Amount " Description Amount
Salary to A X 10,000{Profit 29,400
Salary to M W 7,000 -

Mnnmpilai@ﬁ%

6 .
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M (W.WGKE] AT 1,200 - -II' : . ;
|nh'mlonh'ﬂupﬁﬁ% i 1,200
Shareof Proft A 57 5,000
Mo27 2,000
29,400 : m_

There is no Partnership Agreement. M feels that he has not been treated fairty.
Required: Point out-whether A has contravened the provisions of Law and draw out
§ new Profit and Loss Appropriation Account on proper lines.

Solution: P
Adjustment Profit and Loss Appropriation Account

Description Amount Description Amount
Interest on A's Loan @ 6% " 1,200 | Profit eamed 29,400
Share of profit . 2
A = 20400 x ¥2 14,100
- : . 14,100 i

§ s Rl el . € 2049
In the absence of Partnership Agreement:
(i) No salaryis allowed to partners.

(i) ~ ~ Nointerest on partners capitals is allowed.
(i) Profit of the firm is distributed equally between the partners. :
Bmhmmnmnhawhmlmmnmu capital has
_ mm-mwmmﬁmﬁmmmdmmmmmmmm
Nlmmnummnammumammm
lllustration No. 12

Mr. Aslam, Akhurlndﬂzharmpam“inapnmmhiphusmm nuntrlbuﬂng
Rs. 40,000, Rs. 50,000 and Rs. 50,000 i

(i) Mr. Aslam is entitled to salary Rs. 3,000 p-ur]mnr.
(ii) Interest of 10% is to be provided on capital of each partner.
(iii) Akbar is entitled commission 10% of any surplus after (i) (ii) (i)

(w) Rﬂnﬂhingpmﬂtumbadmﬂwhdudhpmﬁtbﬂnmwm
A -adjummntlrnqunubﬂs.ﬁ'inﬂn

-quulrnd
Pmpam;mﬁt&LmAppropmﬁnnNnnndcapﬂalaumuntsdﬂuﬂam

»
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LR Profit and Loss appropriation account . |
Aslam's Salary _ 3000 Net Profit 61000 -
Interest on Capitel ;
Asiam Capital - 4000
Akber Capltal 5000
Azhar Capital © 5000 | 14,000
Akber Commission 4000
Profit (4:3:1) ; '
Aslam capital 20,000
Akber Capital 15000 -
Azhar Capital 5000 40,000
CAPITAL ACCOUNT
Description |Asiam [Akbar |[Azhar |Description |Aslam |Akbar |Azhar
Balence Cash | 40.000{ 50,000f 50,000
Salary 3,
Interest on 4,000 5000 5,000
|cw : ¢
Commission | #.000}
Profit & Loss -
" |Balance o/id | 87,000] 71,000 mnnlm-‘“" - | 20,000| 15,000, 5,000
o7 _[ 74,000 80,000]. 67,000 74,000] 60,000
Hnrilnnt*-ﬂ _
Calculation of Commission: -
- Formala: mprmmmwmmm x_Rate of Commission

100 + Rate of Commission
Net profit charging commission = Rs.4400
Rate of commission = 10%.
Commission = 44000 x .10
110
=  Rs.4000
lllustration No. 13
. Bﬁmuupuutmzmunm‘mzm?mmmmummsnmu
respectively. The partnership deed provides the following:
(i) ~ Interestto be charged on capital 10% and on drawings 8% per annum.
{ii) Mr. Z is entitlted for a salary of Rs. 1,000/- per month. Each pariner
withdrew Rs. 400/- per month on first of each month.
Mr. Zmﬂ'ndmwularﬂnrﬁmmmmRsﬁﬂnﬂ-andmmmchargodtulnmme
summary.

_Profit for the year before charging interest on drawing in the ratio of and capital and unpaid
salary amnunlsmﬂs 43,997. They share income and expenses in theratmuf! 1.
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hquhd. * Prepare capital accounts in tabulas form,

Solution: :
" ‘WsZandM : o

: ' Muﬂhumrhﬂonm

_ : For the ended on 31* December 2017 - '

interest on Capital i ol ' 43997
:'Gapihi ‘ ﬁ 153&? Interest on -

Salaries Z : . 2 Capital !m

PIeK ' ' MCapitai 208 | - 418

Z capital * 16942 : 4 RETEY -
_M_M 8471 25413 : .
| . B

PARTHERSGAPITAL WMMH M

Description Z | M | Description | 2 -] M

Interest on drawings (10-1) 208] 208|Cash ; :

Cash : Interest on

(drawings Rs.400x12) - | 4800f 4800jcapial |

Balance c/d E : Profit and loss

: " 1105934 E:glﬂpﬂmw

Wﬂiﬁu!ﬂ-ﬂ s ' '

Inhuﬂmdnwhuhuhmghulﬂﬂnw i 4
Date m - Perod _ Product
Jan-1 400 12 400 » 12 = 4800
Feb-1 400 1 400 x 11 = 4400 -
Mar-1 400 10 400 x 10 = 4000
April-1 400 § : 400 x 08 =.36800 -
May-1 400 8 400 x 08 = 3200
June-1 400 : S5 400 x 07 = 2800
July=1 400 R 400 x 08 = 2400
Aug-1 400 5 400 = 05 = 2000
Sep-1 400 4 400 x 04 = 1600
Oct-1 400 3 400 x 03 = 1200 .
Nov-1 400 2 400 = 02 = 800
Dec-1 400 1 ' 400 x 01 = 400

' = 31,200

interest on Drawings = 31200 x 8/100 x 1/12 = Rs. 208

Note: If partners withdrew cash for personal use at the end of each month, munpamdwﬂl v
stated 11 instead of 12, :
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’ It means that Rs. 31, zmhmmmhramm So interest on drawings of
each partner will be: ,

31200 x8x1 _ 2496
100x12 12

2. CaptalRati: - e/ |
UndafmhsmmmpmﬂtormufmﬂhWnassmdhridadin&emﬂnafcapﬂal
The capital ratio may be of the following type: ,
(i) Beginning capital ratio, k ‘
(i)  Ending capital ratio :
(i) Average capital ratio.
(U] Beginning capital ratio: .
mﬂmﬂm%mhhdwdﬂmﬂnmhh&gmnnngmm the capital
hd:nunnmda.rnfmamunt:hﬂpﬁmdmukmasahue If the capital balances of
M/s A and B on 1" day of the accounting period is Rs.30,000 and Rs. EDHWraspochuty
muproﬂorhuwﬂlhudWImmgmmm-munnfaﬁ e
(i)  Ending capital ratio:

- When profit or loss is to be divided according to ending capital ratio, thuupltal
batance on the last day of the accounting period is taken as a base. If the capital balance
of Mis Y Z on the last day of accounting is Rs. 70,000 and Rs. 30,000 the profit will'be
ratio of 7:3. lfhimpltllatﬂtlaﬂddlmrﬂcuhrpamdhnutgivnnrtvﬂﬂb!
calculated in the following way:

Ending capital = Bagmmnu capital + Additional investment — Drawing
lllustration No. 14

: Akbar, Babar and Chand started business on 1* Junuary. 2!'.]13 with Rs.30,000,
Rs. 50,000 and Rs. 60,000 respectively. They made additional investment during the year
Rs. 10,000, Rs. 4,000 and Rs. 5,000 respectively. During the year Akber withdraw Rs.
4,000 and m‘lll‘ld Rs. 2,000. During the year the firm eamed a profit of Rs..21,420. Give
the necessary journal entries if profit is distributed:

(a) Beginning capital ratio. (b) Ending capital ratio

Interest on drawings = = Rs. 208

Solution: v

s Beginning Capital Rato
Description Akber Baber ‘Chand
Capital 30,000 50,000 60,000 .
Profit ratio 3 5 6
or: 3114 5114 B4
Share of Akber = % x 21,420 = Rs, 4,590

Share of Baber = % x 21,420 = Rs. 7,650

Share of Chand = % x 21,420 = Rs. 9,180
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1 % - Akber .- -Baber " Chand
| Capital (30000+10000-4000) |  (50000+4000-0) {60000+5000-2000)
| Capital 36,000 ' 54,000 63,000
Profit ratio 4 6 7
or - 417 s 817 717
Share of Akber = 111 x 21420 = Rs. 5,040
Share of Baber - = % x21420 % Rs. 7,560 '
Share of Chand = ﬁ % 21420 = Rs. 8,820
Case (a) General. Journal a
[ Date : Description. - - Dr Cr
; . |Profit & Loss appropriation aic 21,420| :
Capital - Akber 4,590/
Capital - Baber - 7.680| -
Capital - Chand 9,180
. |(Profit distributed) ; A9
Case (b) General Journal :
Date ™ Description ] PR Dr Cr
Profit & Loss appropriation Alc 214200 -
Capital~ Akber ~ ¢ % - 5,040
Capital — Baber 7,560
. Capital - Chand 8,820
(Incomme distributed)

(i)  Average Capital Ratio
If the profit or loss of the business is to be divided lnmmmmmnﬂm
the average capital is ascertained as under:

__¢a) - Periodical balance of each partner's capiul is ascertained.
(b) Periodical halanﬁa is mulijllad by the unchanged period and product is
calculated. :
O mmmdmwmgmmwmm
“(d) Divide the total product by total period.
(e) The resulting ﬁgure will be the average capital.
INlustration No. 15

Nadim, Saleem, are partners in a business. During the year 2006 they earned &
- profit of Rs. 25,668. The capital accounts of the partners for the period are given as under.


https://www.perfect24u.com/
https://www.perfect24u.com/
https://www.perfect24u.com/

More Notes, Books Fbise Visit Now: www.perfect24u.com

Date - Dascription Amount | Date Description Amount
Oct.1  |Drawing ; 4,000{Jan. 1" |Balance 50,000
Dec 31 '[Balance c/d §2.000|Mar. 1 [Cash (investment) —£.000

gi.000] - 00d
Capital Salesm

Date Description Amount | Date Description Amount
2006 |- 2006
Mar. 1 Drawings 3,000{Jan. 1 |Balance 60,000
Jul1 - |Drawings 3,000{May. 1  [Cash (jnvestment) -6.000
Dec.31  (Balarice £0.000 §6.000

Date Description Amount | Dete . Description Amount
luu-;.1 Drawing ‘ 2,000{Jan. 1 - |Balance 70,000
Dec. 31 |Balance : Jun. 1 |Cash (investment) : Iﬂ
Required: - Calculate the share of profit of each partner and pass the necessary

I- Average Capital of Nadim

Number of month the

. Date Capital Balance capital remained Product
2006 T
Jan. 1 50,000 2 $0,000x2= 100,000
March 1 © 56,000 7 56,000x 7= 382,000
Oct 1 §2,000 - _—._121 52000x3= 156,000
.. Average capital = 6,48,000 +12 = 84,000

; Il. Average Capital of Salesm

Date Capital Number of month the capital Product
2006
Jan. 1 ' +0,000 2 60,000 x2= 120,000
Mar. 1 57,000 2 5T.000x2= 114,000
May. 1 83,000 2 63000x2= 126,000
Jul.1 60,000 ol 60000=x6= 360,000

Average capital = 7,20,000+12 = 60,000
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I!Iuitﬂltlmlﬂo 16 ’

- mmmmw.m with investiments of Rs. 60,000 and
Rs.90,000 on 1st January 2017. On 1st April White made additional investment of Rs.
19,500 and withdrew for his personal expenses. Rs. 4500 on 1st June,.2008. Biack
withdrew R3. 2250 on 1st March”and made additional mmtmﬁulﬂi 8750 on 1st July,

'2008.

__ (i) Average Capital of Kalim
© | Number of month the
Date ‘Capitsf Balance capital remained - Product
. ' mc:hmgnd
2000 - _ o
Jan.-1 70,000 5 - 70000x 6= 350,000
Jun. 1 74,000 5 74,000 x§= 370,000
Nov. 1 720000 B g 72000x2= 144,000
Mraragucnpﬂll Bﬂmiltﬂ.ﬂﬂﬂ g
: Nadim - = Saleem Kalim
Average capital 54,000 - 80,000 72,000
" | Profit ratio 9 10 12
OR:: 9/31 - 1081 12/31
Share of Nadim . - =%:z&m Re. 7452
Share of Saleem - 1'55 x 25668 = Rs. 8,280
Share of Kalim = H xm-h l.l!l . .
‘Date Description “Dr Cr
Eai IProfit & Loss Approgriation. A/c 25,668 |
Capital — Nadim | 7452
Capital - Saieem 8280
Capital - Kalim | 9,936

Dﬂmnhuﬂurpaﬁbutbnmnﬂkmmnfﬂn ﬂmme
mmmmmmmmmm _

mwwmum
Profit ioss is to be divided in the ratio of their original investment. .

oA LN

Profitloss is to be divided in the ending capital ratio.
Income is to be divided in the average capital ratio.
‘Assuming that the firm had a net loss of Rs. 55,000. Snlnryaﬁm-dtn

Black Rs. 6,000 and White Rs. 9,000, balance of loss suffered in the ratio

of 30% and 70%.
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General Journal
Solution: Case -1 :
Case | Description PR| Dr | - Cr
Case 1 |Profit loss appropriation alc. 54,943
> Capital — Black 27 472.501
Capital -~ White 27.472.50
(Profit distributed equally)
: - Case-2
Case 2 ‘Proﬁt and loss appmpﬁaﬂnn a!f. 54,943
Camtal . 21,977.20
" Capitai - wmp 32,965.80
B [Pmﬁtdlstﬂhuhdmmemﬂnufﬂdglmlmwﬂmmt} ;
. Case 3. Ending Capital Ratlo:
Black = 60,000 —2250 + 8750 = 66,500
White = 90,000 + 19,500 - 45,00 = 1,05,000
Profit Ratio = 66,500 : 105,000
-0 133 zm
Profit Ratio =133 : 210 . ur 3
Share.of Black = l;'% x 54,943 = Rs. 21, 304.43
Share of White = -33 x 54, mzm,asm.u?
Case Description Dr Cr
] Pruﬁt and loss appropriation account 54,942
Capital - Black 21,304.43
Capital — White 33,638.57
(Profit distributed in the ending capital ratio)
' Case 4. Average Capital bf Black
Number of month
Date Capital Balance the capital remained Product
: unchanged
2006 - ,
- |Jan. 1 60,000 - 2 60,000 x 2 = 120,000
* [Mar. 1 57,750 4 57,750 x 4 = 231,000
Jul. 1 686,500 ' - 86,500 x 6 = 399,000
= 1,50,000
Average capital = 7,50,000+12 = 62,500
Average Capital of White
: Mumber of month :
Date Capital Balance the capital remained Product
7 unchanged
2006 :
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Jan. 1 90,000 90000x3 = 270,000

'3
Apr. 1 108,500 2 109,500 x2  =219,000
un.1 .. +105,000. Az 105,000 x7  =735000
Totst A2 1,224,000
Average capital = 12,24,000+12 = 102,000 -
Average capital ratio = 62,500 : 1D2NIJ M
Average capital ratio = 125 : 204 -
128, 208 1A
Fmﬁtﬂaun 20 3B .
mmam-%xsmummm
Share of White = % x 54943 = Rs 34,068
Glnll_ll.lnumll
Date o Ducrlpthn PR N o
|Case5  |Profit loss Appropriation Account a @it 54,943
: Capital — Black : . 20,875.00
e .Capital-White 7§ - 34,068.00
"{uulnmdmmbutedmtrnmouf ' ' S i '
: average capital) ;
Case 5 ' Pmﬂtlhdtmippmpl‘hﬂunhmunt
lows, - - - 55000  |Loss 21,000
| Salaries 2 T | Black Capital : 49,000
Black Capital 9000 White Capital &
White Capital 6000 | 15000 & Rk
70,000 s : 70,000
. _ Gml..lnrurnal »
 Dec. 31 : Capital - Black : 12000
' . Capital - White ‘ - 43000
(Loss Distributed) -

lilustration No. 'lT

Aﬁnnl(.lulhl having partners Khalid, Maadindﬂaﬂrmﬂimprhlbalmnfﬂs

25,000, Rs. 40,000 and Rs. 55,000 respectively. Theyagmdthatactmpmmmmd
and Nazir will be entited salaries Rs. 800 and Rs. 600 per month respectively. 10%

mtamatﬁalluwadnn capitals of all the partners. Remaining income divided in the ratio of
2:3:5.

quulm_d.' ' Prepare the statement of iﬁmme distribution, if:
(a) (i) Firm earned a profit of Rs. 30,000
- (ii) Firm eamed a profit of Rs. 28,800
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(iiily Firm eamed a profit of Rs. 25,000.
(v)  Firm suffered a loss of Rs. 15,000
(b) mwmmmmmh-qumm

Req.ad
: - K.M.RN&Co
Profit and Loss Appropriation Account
At the end of the year
Description Amount | Description Amount
Salaries Profit - 30,000
Majad Capital 8600 B
_Nazir Capital 7200 | 16,800
Intrest on Capital . )
Khalid Capital 2500 |
Majad Capital 4000
Nazir Capital 5500 | 12,000
Profit
Khalid Capital . 240
Majad Capital 380 | .
Nazir Capital - % £00 1200 . & %1
X 30,000 30,000
Req.a-i ) "
' K.M.N& ¢u
Profit and Loss Appropriation Account
At the end of the year '
Salaries : Profit 28,800
Majad Capital : 8600 | .
Nazir Capital 7200 | 16800
intrest on Capital
Khalid Capital 2500 |
Majad Capital © . 4000
Nazir Capital 5500 | 12,000
: _ 28,800 28,800
Req.a-iii
K.M.N&Co
Profit and l.uu Appropriation Account
3 At the end of the year
Description Amount | Description Amount
Salaries ) : Profit ' 25000
Majad Capital 9600 Loss
Nazir Capital © 7200| 16,800 | Khalid Capital 760
intrest on Capital Majad Capital 1140
F.hali:l capﬂnl 2500 : Nazir Capital 1800 | . 3800
4000
.L*_ﬂ_*il?'h' 2500 | 12,000 :
28,800 : 28,800
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|Profit loss appropriation account

Req.a-iv :
! K. M. N and Co
Mmmwm
: At the end of the year
Description . Amount_ | Description I Amount
Loss i ] 15,000 | Loss
s.luhgw m‘ Khalid Capital 8760
azir Capital 72001 16,800 Nazir Capital 21900 43,800
mnﬂ'ﬂlpﬁll Z .
Khalid Capital . 2500
Majad Capital 4000
Nazic Capital__ §500 | 12,000
Req.b’ " General Journal
Dr. Cr.
(i Profit loss appropriation account 18,800
Capital - Majad 9,600
Capital — Nazir 7,200
(Allowed salaries to pariners)
Profit loss appropriation account y 12,000
Capital - Khalid © 2,500
- :|  Capital - Majed 4,000
‘ Capital - Nazir 5,500
(Allowed interest on partners) = S
Profit loss appropriation account 1,200
Capital - Khalid 240
Capital — Majad 360
Capital — Nazir 600
|(Profit distributed in the ratio of 2:3:5) :
(ii) |Profit loss appropriation account 16,800 d
| - Capital -~ Majad : 9,600
Capital ~ Nazir 7,200
|(Allowed salaries to partners)
Profit loss appropriation account 12,000
Capital = Khalid : 2,500
Capital - Majad 4,000 | -
Capital — Nazir 5,500 |
- {ﬁhﬂdmmmm} :
< |(iii) Prnﬁhﬂlppmprhﬂnnmm 16,800 - e
, Capital - Majad - 9,600
Capital — Nazir 7,200
(Allowed salaries to partners) . :
12,000
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Capital Khalid : 2,500
Capital - Majad ' : 4,000
Capital - Nazir ; 5%
(Allowed lnteraat.un parhm:] : -
Capital - ' : 760
Capital - Majtd : 1,140
Capital - Nazir _ 1,900
Profit loss appropriation account ; 3,800
. |(Loss distributed) ; :
(iv) Profit loss appropriation account 16,800 .|
‘Capital - Majad : : ) 8,600
Capital — Nazir : . : | 7,200
(Allowed salaries to partners) - g
' |Profit loss appropriation account 12,000
Capital - Khalid . 2 2,500
Capital - Majad : : . 4,000
Capital - Nazir ' . - 5,500
(Allowed interest on partners) o e
Capital - Khalid* 8,760
Capital — Majad v 13,140
Capital — Nazir : 21,800
Profit loss appropriation munt ¥ 43,800
~ |(Loss distributed) -
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Encircle the Correct Answer.
1. . Partnership is formed by the partners by: g
(a) Written agreement (b) Oral agreement -

,-(c) Written or oral agreement  (d) None of above
2. Investment in the partnership is made by introducing:
‘. fa) Cash:.: . (b) Non-cash assets
: (¢) Cashornon-cashasséts  (d) None of above
3. Capital of the partners are maintained: :
(a) Fixed capital method (b) F1uc:tuat|ng capftal methnd
(c) By fixed or fluctuating Gﬂpll‘.il method :
~(d) None of above ;
- 4, Drawings of the pll‘l:l'tll‘l are:.
(a Debited to inmma summary
(b Credited to income summary
(c) Debited to capital account
. (d)  Credited to partner's current account
"5, A partner who invests In the business, but does not take part in the

conduct of the business is:
(a) Secretpartner (b) Sileeping partner
{c) Active partner ‘ (d) Nominal partner

6. Investment by a partner in form of non-cash is recorded in the books:
(a) Al the market value
(b) . Atvalue purchased by the mvusting partmar
{c) Atanagreed value between partners
(d) At ﬂ-'m depreciated value. . ]

7. In r.au of fixed nature of capital profitigain will be crndihd to:

' (a) Capital account (b) Partner's drawing

(c) Partner's current account (d) None of above .

' '8.  Under fluctuating nature of capital drawings of partners are debited -
' to: :

(@) Capital account = (b) Partner's current account
(c) Drawings account - (d) None of above
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10.

. 1,

12.

13.

14,
185.

16.

1. -

18.

Balance lntl'nplmrn mmmml if it shows:
(a) Credit batarice~ - “(b) . Debited batance
(c) Bothaandb ~ (d) None of above

-Additional capital introduced by a partner:

(a) .- Decreases his drawings (b) Imhhlnmnt
(c) lnanu?mm _(d) Decreases capital a/c.
partnership is formed under the Partnership Act: -

(a) 1948 (b) 1932
() 1925 (d) 1918
Registration of the firmis: .

(@) Compulsory - - (b) Optional

(c) - Depends on the will of the partners
(d) Depends upon the will of the umplnyee
Maximum nmnhuufpurtmu in cmofardlmplﬂnmhlpil

(a) Twenty (b) Ten
"~ (€) Thirty (d) Forty

In case of banking business, the number of partners must not exceed
(a) Ten " (b) Twenty
(€) Twenty-five (d) Fifty !
The plﬂumwhnhmuwhmmplummwhd
(a) Agents (b) Partners
() Afirm (d) Promoters
A partner, who has not attained the age of Maturity Is called
(a)  Junior partner (b) Minor partner
(¢) Nominal partner (d) Quasi partner

Ap-mnrwhuhan.ma]wlnmmtlnmlﬁmm“hnl
relatively more profit is called

(a) Sieeping partner (b) Actve partner -

(c) Quasipartner (d) Senior partner

If some property is owned jointly without any attention to carry on a
business it is called

. (a) - Partnership (b) Co-ownership

(c) Sole ownership (d) Agency
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19.

mmmamhmh

(&) M ﬂl} Five
(c) T|n (d) Tweive :
s mmmmmmmmpmmum
(a) :Agents . (b) - Partners
~ {c). Afirm (d) Vendor

Inhmﬂmwmﬂmmwm

" partner to the firm Is allowed &t the rate of

() 5 percent (b) Bplmlﬂt

{c} 8 percent (d) quum
luwamﬂmwﬂﬁwmmmm“
(a) Capitals (b) Profit and loss ratios

(c) ‘r‘lmd-whdbyud-rpmm :

(d) Equally

@ 1t 2}l 3| 4

® 5]|© 6@ 7

(a) 8.

(a) 9.

(b) 10.

(b) 11.

“(b) 2.

(a) 13.

@) 14.

(c) 15

(b) 186.

(@ 17,

(b) 18.

(a)- 18.

(b) 20.

(b) 21.

(d) 22.
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QUESTIONS WITH SHORT ANSWERS

Write short answers to the following questions:

Q. 1. . Define partnership.

Ans. According to Partnership Act 1932 Section 4 “the ralatlun butween persons
who haveagmadtushamﬂmproﬁuufabmmmwmdunby all or any
of them acting for all is called partnership.

(SR sz (6 e n LSV f il L4 FE1932 12
..g.l.'ltc.-.-.&’crd RL e S S B uniloid L

Q. 2. Write any four essential elements or characteristics of ptrtn-rthlp.
Ans. (i) There must be at least two persons.

-ﬁ-il-xﬁ)'»fs-ﬁﬂufﬁf
(i)  There must be an auraamant between/among the partners written or

oral.
+kmwka_ddw»£wm;¢m

(iiiy Itis created to run lawful business. ;
| ' ¢-Opldtd LL Sl

(iv) The business is assumed to eam profit.

" | 4P e P PELUT sk

Q. 3. Write any four advantages of partnership.
Ans. Fni‘lnwlng are the four important advantages of partnership:

.wfwﬂ.bzw&;f i/

() Itis an easy to form. ' e ST S
(i) It has large capital as compare to sole proprietorship.
b b LA o L

(i) hes tax advantages dLrleiicfen

(i) - It can easily be dissolved .;.c‘y&fg.&ff

Q.4. Who is active partner?
" Ans. Partner who takes active pars in the conduct of business is known as
: active partner.

<t AJ,-#JJ_{.Q_A’ULJ{,))J' BIM T 1 I
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Q.5: Wholasieepingpartner? .
 Ans. Apinmrwhadm:nmmmpaninﬂumndudnibumnaum
make investment in the partnership business in known as sleeping partner.
et o W et A, PO ot B0 7 T
Q. 6. . Who is nominal partner? :
Ans. One who neither contributes any caprmlﬂnrtakuanymmmtm
management, b-.ttnnmﬁrmtumhu name is known as nominal partner.
SLI WA Jo N K G P LA KS 50 0o v

H i JH-UJM#G’-FPMAJJU"U..;.E;W
Q.7. Explain partnership deed.

Ans. It mﬂnnmutmpmtmmumntnfﬂnpﬂm'mnthMMaﬂtha
terms and conditions relating to the intemal management of the business.

- St dun L s e e S
: < Oeltotdndnpd Ll

0 8. Write down any two rules applicable in absence of partnership deed.
Ans. Inthe absence of written agreement, following rules will be applicable:
() Gains/Losses of the firm will be distributed equally amdng the

partners.
" 3 Hr':r uﬁuub-ﬂ'-{:MdAM:g
(i) mwawm!umﬁhmfarpﬂfoﬂmng duties in the firm.
| S iF oo L Ly LLI PN L)

Q. 9. Who is silent partner?
Ans. Silent mmhmmmknmnmﬂuptﬂcumwmm
paﬁmpmlnmmnwwmdﬂmm by
JJ-’J!'F-{[.-"KJJJKM{.# yA uf J.Ll:‘-'..d" 2l LA tsoug
..;..rlf

Q. 10. Mm secret partner.

Ans. Secret partner is one who takas active part in the m'lduct and
- management of the business and is not known to public as a partner,

' -.f-t'ilf" m;@;.rnd oo 2B Jrl!gra -;.Fﬂ.ﬁ.;u*d" gl:M.lq..-b.-"u.,

Q. 11. Who is Minor partner?

Ans. A partner who has not attained at the age of maturity is called minor
i partner. He shares profits of the business and not the losses.
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S ssferdf tnf St lvu gt :u-#&k-nrra-d-n#r/%ﬁmmu
Sl g

Q. 12. Duulbo the methods of mllnulning capital account in partnership
business.

Ans. Follm«lngmhw:rmMuﬂmmMnmg cnpitnlnmuurﬂlnparhmﬂﬂp

business.
| ANV wlipuir EErslio Ly 2 ip
() Fixedcapital method 3 ¥t J**

(i)  Fluctuating capital method AV 2
Q. 13. What is meant by fixed capital method?

Ans. In this method. mad;uﬂmntmmadahtm:apﬂalm All
adjustments-are made in the partner's current account. Original amount of
capital invested by the partners remains the same.

Sk LU Lot O IS b8k oy o 2N
DI FORPI W ¢

Q 14, ’Muthmuntbrﬂucmlﬁnqupﬂn-ﬂmd?

Ans. When all adjustments are made in capital account and every year the
- balance of capital of partner is changes this is called fluctuating capital
method.

Vi, Paitendy/ Jé/wgﬂﬁf LIVL Ay i (Por

Q. 15. Who is senior partner? .

Ans. ﬁpaﬂnnrmmuuecapﬂallnthahummuwhumidmbh
upuﬁ-nuhmuoqluninrpamhm thnhrgor:hnhpmﬂhmd
loss.

| d’m.sﬁﬂ,;mur.y.xuﬁn,vqw@m..-u../uw;uﬂ.uu,.#u

e ANAT
Q.16. Who's junior partner? -

Ans. A partner who has smaller capital'in the business and who is newly
included in the business is called junior partner. He has smaller share in
profit of business. :
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ruﬂrb' al-:q“'{f J AW -niﬁ.-lffa_l-r’:fm.-ﬂ.{mﬂw N
.q.rsfm.#ﬁx-nf"&ﬁ

‘a.17. Define tlu quasl plrlmr?
. capital from the.business is called' qulll partner.
+rfmﬂﬂu_ﬁ‘&wﬁﬂgﬂuﬁfxghﬁmﬁm a‘:r}i.ilr..d'u

"I.--

- e ted PIL L)V
Q. 18. Hrlhthmduﬁuﬂhmnrlnmumﬁpﬁm'r
Ans. () mmummm S e A b e

(W) He should keep secrecy of his mm_é.gi.egw&.-

(i)- msmmmummmw.*afdb;wm
Q. 19. What do you mean by capital ratio? =
Ans. um«mumm&mmmmmm
. ratio of capital, it is known as capital ratio.
| C g AS gl avc.s/m.:w,ar,w
Q. 20. How many types of a capital ratio are? =
Ans. The capital ratio may be of the following types:

() Beginning capital ratio w AVl diss

i Entliﬂi_l capital ratio o F Vel /SO

(ii) Average capital ratioc VA bs
'Q. 21. What is beginning capital ratio?

Ans, MMHMHWMMMMMMM
n .m?ﬁ1'aymemmnhm-W

ﬁrﬁéun,iﬂgﬁavcy&‘rwalm:ﬂd Vhalipa: = O

+ry , l.'.
Q. 22. What is ending capital ratio?

. Ans. mmmmummwmmmmmmmh
last day of the accounting period, it is known as ending capital ratio. :

R T T
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e ...-c‘r..vdﬂn,i.z.w’ﬁ’ Qukd’ éfﬁblﬂkﬂgcgwb-f#lg Ko -
.
ﬂnmhmnpmluﬂﬂ ' e

Ans. mmmmwmmmmwmwmmumm
~ average capital. Average capital may be obtained as under:

NS P et b1 et SINGIEpp e LLIH i

b eus
(a) Periodical balance of sach periner's capital is ascertained.
_ K 2NN ) 202 4
(b) Periodical balance is multiplied by the unchanged period and product

is calculated.
| Wdiﬁftfrd:'ﬁerﬂﬁm,*hﬁawﬂm
(c)  Add the product of each period to get the total product:
: Sepdop i FILSEdvialvecsn
(d)  Divide the total product by total period.
_ .I'LHJ{:’{.-!JMJEJ}
(e) The resulting figure will be the average capital.

-Jf-—lif( &M?;&me b

Q. 24. How many plrllllrll are there in c:u of plrum:hlp business?

. Ans, Maximum twenty partners in case of any partnership business and ten
partners in a banking business and minimufm two.

JW‘-&&J’M W-I.ELJUD.#H( ﬁ.f’ 220 u},};.a.rugﬁ&ul'f ¥4

-LJLJJL-"M( ﬁ-(ral'
Q. 28, mmummmmmmmm by partners
in partnership?
Ans. Cashalc. T n
Partner’s capital a/c. -

(Capital introduced by the partner)
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Q. 26. Pmthajoumunnu'ywhmtmmtinﬂmudhﬂum
Ans. - Interest on capital a/c.

N AP Emmm

gt g -{Wlﬁm {4
Q. 27. Wh:tﬁllhmamwmmmmcmmmummlny

partner? :

Ans. Profit loss appropriation account

' Partner's capital a/c.

. (Salaries/Commission aliowed to partner).

G. 28. What will be the entry when prwlllon &mmmu
raised or created? _ :

Ans. Profit & Loss a/c. | AN
-y, (Provi gmfaf@grgﬁmcmmodl -

Q.29. “Write down three rights of a partner in mhm

Ans. (i} The partner has the right to take part in management. .

.mr»crw.amwu, }
) Hoagthe tdeget IO of e businese: *

‘ ..q_ﬁ' J I'Lf Mﬁﬁr.ﬂo}-]u
(ii) He has the right to inspect the books.

Q. 30. What is firm?
Ans. The persons who enter into partnership are collectively called a firm. -
Q. 31. Is registration of firm is compulsory by law? :

Ans. The mmndﬁmunﬂmmwmmhm
: Ar:t1932 j

-
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Q.32. Whatis goodwill?
Ans. nnmmﬁgmmdanm

-q.dufw-r)nﬁtfmwu’
Q. 33. Pmm-jomﬂmm“rmquﬂnhﬁhnhmnﬂu
An:l Galhw't:
: ' Purtmr’alnmﬂc.
. {Lnanhhnfrmthputm}
Q.M.Pmﬂujoumnltﬂwmﬂmylnhmtmlunnrldvmh
" siiowed to the pather.
An:. interest on loan a/c.
Partner's loan a/c.
(Interest on loan allowed to the partner.)
Q. 35. mwmum:mmnmmmlumumhunmmm
‘Ans. uanagarsmnhwunm . :
{commmhnﬁmw} :
Q. 36. What will be entry for distribution of the profit among the partners?
Ans, _Profit and loss alc.
Pnrtrm'lcapﬂﬂim ,
" Profit distributed among the partners ratio.)
Q..37. Pass the eniry for distribution of the loss among the partners:
Ans. Partner's capital a/c. S ; '
Profit & Loss alc.
(Loss distributed among the partners)
Q. 38. How partnership is formed?
Ans. Partmmhipnfurrnadhymnwuulagmmnt

Wz,;mmw

Q. 39. Undlrﬂltlctmmphhﬂhld?
Ans. Partnership is formed under Partnership Act 1832. All rules and regulations

are mentioned in this act.
+rw?r4uri1'l)-3£1muwa’-)

Q. 40. Give the kinds of partnership. w
Ans. There are three main kinds ufparhmhlp
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i o bt b

(m} Firtmmiip at 'MH -n-r /’d’d" 7 g

Q. 41. mmmmmmmﬂu-hnmnfp-mmn
deed? .

Ans.’ InmmﬂMpMHmwtmmmmMuauy

el Sl 2 iarpal s}
Q. 42. mmummwuumhmmmm?
Ans. If there is more than 20 partners partnership will be illegal. '

L atoed ik .,.wxmumwwm;f
Q. 43. How partnership differs to co-ownership. -
Ans. PMpnaaMﬁthmmhmmmhw
ownership is a joint ownership without any intention to eam profit. .
I}"J&d’ﬁ-_rnd’.u‘-nrd’ L.caﬁ.a’?.ﬁmuéuﬂwaf‘)
=
Q. 44. Whnllﬂudiﬂmnu,mm-ndtllﬂuplm
Ans: Secret partner is one who-takes part in management of partnership and
public do not know him as a pariner. Silent pariner is one who does not

takuMmmnmanlnathsmvmuimnfthnﬁmm
outsiders. :

ks oS K en b 2 P UV o gt ok oy
b2 2 I SUf RN 4 .-PWJ' 5

Q. 45. Whether a mipor can be a partner?

Ans. Minor can be & partner. Hemnidnﬁttadtoﬂupmﬁidﬂuﬂmmly He is
not liable for any loss. -

B s Lair S0P b mf LD I ¢ g kb 2N Pt

Q. 46. Whether partnership is a legal entity or not?

Ans. Partnership is not a legal entity. Because its registration is not compulsory.

L e IR ENEL NN S P ORI I L4uiT
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Q. 47. What is the liability of partners in general partnership?
Ans. Liability of partners in a general partnership is unlimited unless.
| B BSiosSnts o LA P Bt

Q. 48. Mrnpﬂmunhmmmm capital?

Ans. Yes, a person can be admitted as a partnurmtlw.lt bnnulng capital i.e.
nnmlml partner,

RIS - Ets oML p 24 Y }m-r&m?ﬂm
Q. 49. When fixed capital method is used? -
Ans. Fmadupituimnhudhuuﬂwh:npaﬂnaﬁdnmtmdhmm

MVIM#J‘“ MWJ&#J#-}W&“ S Wb pun
x

Q. 50. Hwnmhmﬁyum hmomdinﬂnhnnkﬂ
Ans. Non-cash investment bringing by partners ummmmm “at an
agreed value® and credited to his capital account. ;
- %ﬁaﬂd‘bwﬂﬁﬁhﬂt&vﬂﬁi
Q. 51. Why current account of partnef is opened? ‘
Ans. When partners use fixed capital method. Then current accounts are
prepamd to record adjustrrm'\t i. e. interest on capital, salary etc

engunl s S -uh"’-& -d:JL’Llf W LS 1M J b
O udedigat ey
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No. t Hhﬂ“ﬂﬂﬂeﬂhh‘mimlmpnnhtJMENE Salim
¥ mnﬁhutadﬁs.ﬁb,mﬁaﬂdmdhﬂs 75,000.
Required:
(i) Fmduumalenw -
(i) Frepcmoponingbahnmnhntnfuumﬂm
Anwﬂahmmm.ﬂiﬂm
No. 2: Halim, Kalim and Wasim agreed mtnnnapamgmhipnnﬂhnuw:.f 2018,
For this purpose
PR | ! T mewmﬁmmmhnhﬂdﬂi 1,60,000 and
77 - fumiture Rs. 5000 o the firm, 7
(i)  Kalim mﬁhﬂtﬂdm&1mm !rdnﬂd'lﬂrrﬂtmm&w
(i) Wasim conttastifl. 150,000 &
y .quulnd (i) Pas¥ Joumnalentry. =
i (i) Prwﬁmmshﬂtdmﬂnwﬂm
' Answer: Balance sheet Rs. 4,87,000
No.3: mmswcmmmmm-&-mwtommmmm
mfmmapamrshiponﬂnnummmmmmnsummm

)

. muundar
. ".Balance lhl-lt ﬂllnnn
- n-n-l".lmryml £ ,
Assets - Amount - Liabilities - - Amount
Cash ' ‘ + 86,000|Accoiints payable .| - 18,000
Accounts recsivable = 48000 : Salaries payable © 7,000
Less: Allowance for BD 3000 45,000|Capital -~ Moon 132,400
Fumniture 1 8000 ! i
Closing inventory : 18,400 PR I
' 157,400 167,300{
Balance shéet of Star
- : Alnn'!"mm‘ll :

: Assets ~ | Amount Liabilities _ Amount
Cash -~ : ‘75,000 | Acoounts payable *l 19,400
Accounts receivable 30,000 | Outstanding rent. 11,600 |.
Machinery 45,000 | Capital - Star 129,000 |
Merchandize inventory ' 10,000

Th-a partners agreed to take all assets and habalrtms_ at huolc umu
Required: '
i) Joumal entries
(i) Opatmghnlmﬂnutnfmﬁlm
Answer: Balance sheetRs. 3, 1? 400

No. 4 White and Green carrying on separate business agreed to form a partriership on
1st January, _21‘.)15 On this date their separate balance sheets were as under:
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Balance Sheet of White
As on 1" Jangary 2018 -

; Assets : Amount Liabilities Amount
Cash : 95,000|Accounts payable i 39,800
Accounts receivable ‘ 58800 QOutstanding rent 7,400
Less: Aliowance for BD 2800 56,000|Capital . 1,67.000
Merchandize inventory ; " m;gml ' 2
Equipment ; Ay 18,200
Furniture - 8700
Less. Depreciation 1,700 7,000 :

Balance sheet of Green

As on 1" J-nulry 2018 - :

Assets Amount Liabllities Amount

Cash 78,600|Accounts payable 29,700
Actounts receivable 65,400 Salaries payable 6,800
Less: Allow for bad debt 2400 63,000|Capital . 1,498,100
Machinery 47,000 | . :
Less: anrwiaﬁm 3.000

mwwmwmmum-um
Accounts receivable Rs. 52,000, merchandize inventory Rs. 35,000, furniture Rs.
5000 and accounts payable Rs. 38,000.

Assets and liabilities of Green will be valued as under:

Accounts receivable Rs. 60,000, machinery Rs, mam:m:ahnupaﬂhh
Rs.6,500.

Required: (i) Pmnunﬂunbmmhhmkufmﬁm.
(i) Prepare the opening balance sheet of the firm.
Answer: Balance sheet Rs. 3,83,800
No.5: mmmwnmumumm-mum
of Rs. 25,000 each. The partnership deed provides that M/s Aslam and Hamid are
-antitted a monthly salary of Rs. 500 and Rs. 400 respectively. They share profit
and loss in equal proportion. Immmhmmwamu

; to Rs.: 20,000.
Required: S!mpwhuf:upﬂ!mﬂymuMmﬂummfmmwmm
,huappmpmnonmurﬂ. ;

Answer: Aslam's capital Rs. 35,600. Hamid's capital Rs. 34,400.

No6: A and B formed a partnership on 1" Jan 2008 with capital investment of
Rs.25,000 and Rs. 30,000 respectively. The partnership deed provides that each
partner will be allowsd 10% interest on his capital and A is allowed monthly salary
of Rs. 500 for his additional duties. Profit is to, be divided in the ratio of initial
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; mmmmamzmmnm 1,500. Pmﬁth-fnu

. above adjustment amounts to Rs. 22,500.

W mmmmwmwmm:m_

No.7:

account under fixed method of capital.

Profit ‘A Rs. 5,000

“ B Rs. 6,000~ -

Answer: A's current Rs. 11,500, B's current Rs. 7,500.

smmmmmmmm&xﬁ Z, who share profit and loss
in the ratio 1:2:3. mmmmmmmmm

* the help of following data:

(i) MIWMKYZR:EM&R&Z&MNR&E&M
respectively.

i) mmmupﬂaluhb-prwidudatiu_ﬁmdmmmnt1mw
annum. Calculate fully years interest on capital and drawing.

(i) X is to be provided with a salary of Rs. 600 per month. He has drawr eight :

months salary, while the remaining four months salary has nnt ‘been
dmuﬂtnwmmmunt .
(v)  Profit before charging interest on capital, htuaﬂnruodmﬂnhmm
drawing amounts to Rs. 3,900.
(v) Drawings amounts to X, Y, Z Rs. 4,000, Rs. 5,000, Rs. l,mﬂmpncﬁudy
Answer: Loss Rs. 6,000 Capital, X Rs. 18,800, Y Rs. 19,750, Z Rs. 23,100.

:  Aslam, Akbar and Alam started a partnership business with a capital investment of

Rs. 50,000, Rs. 75,000 and Rs. 1,00,000 respectively. The deed provides that:

(i) Interestis to be provided @ 15% per annum on capital.

(i) '&mmmmmmnhmnfmmmmm
interest @ 10% per annum is to be charged.

(iii)) Reserve of 10% is to be provided at the given balance of profit.

" (W) income before the above mentioned adjustments amounts to Rs.80,000.
- () income is to be distributed in 3:2:5 ratio. Show each pariner's capital

account in tabular form.

'Required: Proper capital account of the partners.

Anlmlntuutonﬂmufﬂpﬂmurtﬂs. 275.
Aslam Rs. 62,847.50; Akbar Rs. 87,790; Alam Rs. 1,28,262.50.

No.9: A and B formed a partnership firm by capital investment of Rs. 1,00,000 and Rs.

- 50,000 respectively. They share income and expense equally. Interest a the rate of

10% is to be provided on capital. Income amounting to Rs. 48,000 before providing
for interest . was distributed among the pariners. Afterwards A claimed that

distribution of profit is not cormect, which B accepted and agreed on the adjustment. -

. thamﬂuﬂrqmﬁrsupmhg%hmmhm.mm

the change in current accounts.
5 : . Answer: A Rs. + 2,500, B Rs. - 2,500
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No.10: X and Y formed a partnership firm on January 1, 2005 by a capital investment of
Rs. 25,000 and Rs. 40,000 respectively. Interest at the rate of 10% is to be
provided. Capitals are to be kept on fluctuating basis’ They share profit and loss in
the ratio 2:3. Profit far the years 2005 and 2006 before charging interest on capital
was Rs. 10,000 and Rs. 15,000 respectively. Each year profit was distributed
mgﬂmmmmmnhrintarmmw&l Mjﬂtuupam
capital account for the above two years.

- Answer: 2005: X = -100, Y = + 100, 2006 X =- 110, Y =+110

No.11: M/S. Akbar and Ahmad formed a partnership with initial investment of Rs. 15,000
and Rs. 20,000 respectively. Profit for the year comes to Rs. 35,840. Before
dﬂhhuhonufpruﬁtfolluﬁmngadjummambemm
[{)] Interestnﬂlﬁnnnngmal investment.

(i) Akbar is to receive a salary of Rs. 10,000 for additional work done by him.

l.'ﬂi} Mr. MEMENMMNW%MMHHMIHHBIIM
. three adjustments.

quulrnd Pmﬁtandhs:ampmhucbwntlnd Capital accounts of the partners.
MIW Capital Akl:ﬂr Rs. 38,740; Gapihl Ahmed Rs. 32,200. Akbar's commission

Rs.2040
No.12: Distribute the profit of Rs. 31,500 between M and N after making the following
adjustments:
(i) _Mandﬂamanhﬁadﬁmaﬂnmi:almrufﬂsﬁﬂmwmlmﬂ
respectively.
(i) Intamtmupitalﬁs1mﬂm¢!Rs4DDﬂmumrttndtobapmwdufur'
M and N respectively.

(ii)* M was to be provided with 10% commission on net profit after charging his
own commission. Remaining profit is to be distributed as such upto Rs.
WﬂﬂﬁﬂHﬂ!iﬂthﬁhm&rﬂndzzm

; Answer: Profit M Rs. 8,000; Profit N Rs. 7,000.
No.13: X and Y started business with initial investment of Rs. EEDU'U and R! 35,000
respectively. According to partnership deed.

(a) Salary is allowed to X Rs. 3,000 per annum.

(b) Interest on the beginning capitals of partners is to be charged @ 12% per
annum.
“Ne) Rernaining profit or loss is to be shared by the partners in the ratio of their
; - ‘capitajs st start. -

Required: (i) ©  Assuming that the par'mm maintain current accounts. Prepair profit
) " and loss approptiation account of income which amounted to Rs.

12,000 before given effect to the above terms.

(ii) Prepare partners capital and current accounts.
Answer: Profit X Rs. 750, Y Rs. 1,050, Curtent account balance X Rs. 6,750, Y Rs. 525!1

¥
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No.14: M/s A, H and S are partners in a business with investment of Rs. 4000, 5000 and

(@)
(b)

mmm,mmpmm:
Mr,Ai:unﬁﬂodtuasdarrufRs.:iDﬂp;a_.
10% interest on capital of each partner.s -

(c)  Hisentitied to a 10% commission on profit remaining after a,b and ¢ itself,
(d)  The balance profitis to be distributed amongst the partners in ratio as 50%, 37.5%
b and 12.5% respectively. Profit for the year 2006 is Rs. 6,100.
Required: (i) Profit loss appropriation account.
(i) -~ Capital accounts of partners. - ~
. Answer: Profit A Rs. 2000 H Rs. 1500 S Rs. 500
i Capital A = Rs. 6,700 .
Capital H = Rs. 7,400

Capital S = Rs, 6,000

No.15: A firm K. K. & Co. hﬂu‘)ﬂpﬂ!‘hﬂﬁhﬂlﬂﬂdﬁhﬂﬂhiﬂ with capital balance of Rs.

#

15,000 and Rs. 25,000 respectively. Khalil is to devote full time to the business
and Khurshid is to devote one half time. During the year 2008, the firm eamed a
profit of Rs. 15,000. Make necessary journal entries in the following cases:

(a)  Equal division.

(6) 'Inthe ratio of beginning capitals.

(e) - Inﬂumﬁanftinﬁdemhdhm'abuulm

. (d)  Interest @ 10% on the capital and the balance in the ratio of 3:2
- (e) Interest @ 10% on the capital of each partner, salaries of Rs. 8,000 to

No.16:
- Rs. 15,000 respectively on 1st January 2008. On 1st March, Sky withdrew Rs.

Khalil and Rs. 6,000 to Khurshid and the remaining income or loss 30%
and 70%. Respectively. i

(a)  Profit Khalil Rs. 7,500, Khurshid Rs. 7,500
(b)  Profit Khalil Rs. 5,625, Khurshid Rs. 9,375
(c)  Profit Khalil Rs. 10,000, Khurshid  Rs. 5,000
(d)  Profit Khalil Rs. 6,600, Khurshid Rs. 4,400
» (e)  LossKhalil Rs. 900, Khurshid |, Rs.2,100.

Slwand Star started parinership business with initial investment of Rs. 25,000 and

1mwmmmmdns 5,000 on 1st July, 2008. On 1st May,
Star made additional investment of Rs. 10,000 and withdrew for his personal use
Rs. iﬂnﬂuﬂmhugustzmﬂ

WI{H: Determine their participation in net profit of Rs. 31,920 and make

necessary journal entries under each of the following assumptions:
(i) No agreement regarding distribution of profit '

(i) Profit is to be divided In the ratio of their m'igknat investment.

(iii) Prafit is to be divided in the ending n:aprtal ratio.
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(iv)  Profitis to be divided in the average capital ratio.

(v)  Sky is entitied 40% and Star 60%.
Answer:
0] Profit Sky Rs. 15,960, Star Rs. 15,960
(i)  Profit Sky Rs. 19,950, Star Rs. 11,870
% Profit Sky Rs. 18,378.18, Star Rs. 13,541.82.
%  Profit Sky Rs. 18,116.76, Star Rs. 13,803.24.
(v)  ProfitSky Rs. 12,768, Star Rs, 19,152,

No.17: Zaid, and Bakar are partners in a business. During the year 2017 the business
- eamed Rs. 22,770. mmmmmmmmmmrmam

given below:
Capital Zaid
Date Description Amount | Date Description Amount
2018 : 2006
March 1 |Drawing 3,000 Jan. 1 Iﬂalm 40,000 -
Dec. 31 |Balance _ uaml Apr1 |Cash (investment) 10,000
; 50,000 v 50,000
Capital Bakar )
2018 . ' © 2008 ’ ;
A1 |Drawing- 5,000{Jan. 1 [Balance ; 59,000
Dec.31 lgalance - 65.000{7- 1 |cash (investment) _11,000
: ' 10.90¢
Required Distribute the profit of the firm and pass necessary joumnal entries as
under: . .
(a)  Beginning capital ratio.
(b)  Awverage capital ratio.
(¢)  Ending capital ratio.
Answer: -
(a) Zaid Rs.B980 Bakar Rs. 13,216
(b) Zaid Rs.8910 Bakar Rs. 13,266
(c) Zaid Rs.9306 ~ BakarRs. 12,870
No.18: Salim and Nadeem formed a partnership with investment of Rs. 35,000 and Rs.

50,000 respectively. Saleem entitled salary Rs. 4,000 and Nadeem Rs. 6,000 per
annum. 10% interest is allowed on capitals. Rmmmmmmmumm
mﬂmmmﬂ‘?a

Required: Frepmthu mmmtnfirmnudhmm&unandnmimmal entries
u if: . ;

(i) ' Firm eamed a profit of Rs. 20,000.
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X0
(i)

V)

Firm eamed a profit of Rs. 18,500. _
Firm eamed a profit of Rs. 15,000 .
thwl'l'mdlm-fﬂs B,500.

0% ?Q_Ppl plgem 5 -mﬁwmﬂm
(i thmwhﬂm
(i) mmmsmmmmam

Hu1l Mohsin, mmmmmlmmm1
capitals of Rs. 30,000, Rs. 40,000 and Rs. 50,000. Salaryjalowed to Mohsin
Rs. 3,000 and Mumtaz Rs. 4@Inhmﬁnnmihlnllbmﬂmﬁpwmnum
and balance in the ratio of 3.2:5. ;

Ruqulud. Pmmmmmmnmtmmmmw

(a)

(v)  Lossof Saleemn Rs. 11,400 Profit of Nadeem
"rnnmnr 2008 with

‘meammm 26,000.

(b)  Firm samed a profit of Rs. 18,000, _
(c)  Firm eamed a profit of Rs. 14,000. :
~ (d)  Firm suffered a loss of Rs. 6,000, : : :
- Answar: ; o
(a) Profit Mohsin Rs. 8,100 -Mumtaz Rs. 8,400 Mahmood Rs. 8,500
(b)  Profit Mohsin Rs. 8,000 Mumtaz Rs. 8,000 Mahmocod Rs. 5,000
(c)  Profit Mohsin Rs. 4,500 Mumtaz Rs. 7,000 Mahmood Rs. 2,500

(d) Loss Mohsin Rs. 1,500 - Profit Mumtaz Rs. 3,000 Loss Mahmood Rs. 7,500
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