10- Partnership Accounts & LLP

10. PARTNERSHIP ACCOUNTS & LLP
UNIT 1 : INTRODUCTION TO PARTNERSHIP ACCOUNTS

CONCEPT 1 : INTRODUCTION

¢ Partnership
Capital Sharing Ratio (CSR)
Profit Sharing Ratio (PSR)

Vidhi Jana Pikachu
10,00,000 25,00,000 35,00,000
CSR 1 : 25 : 35
PSR = 1:1:1

> PSR and CSR are different

CONCEPT 2 : CAPITAL ACCOUNT

Dr. Bal = Reducing Capital Capital A/c Cr. Bal = Contributing Capital
A B C A B C
By bal b/d XX XX
By Cash A/c
To A & B’s Cap xx | By C’s Cap XX XX
To Rev Loss By Rev Profit
To Drawings By Salary, Commission
To Interest on Drawings By Interest on Capital
To Loss A/c By Profit

To Asset Taken Over By Reserves

By Int on Loan
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C’s Capital A/c : Rs. 1,50,000

C’s Capital A/c Goodwill
Rs.1,00,000 Rs. 50,000

Intact in the

Distributed to old

buSineSS partners
1) Cash A/c Dr. 1,50,000
To C’s Capital A/c 1,50,000

2) C’s Capital A/c 50,000
To A’s Capital
To B’s Capital

CONCEPT 3 : REVALUATION ACCOUNT

» It is a temporary account.

» Makechanges in Assets and Liabilities and transfer final balance to old partners capital
A/c in Old PSR.

Revaluation A/c

Dr. Bal = Reducing Capital Capital A/c Cr. Bal = Contributing Capital

To Bal b/d (If Advance Taken) By Bal b/d (Normally)

Bv Interest on Loan to Partner
To Cash (Drawings) A/c BvCash A/c

To P&L

Bv P&L A/c (Profit Trf)
To Interest on Drawings A/c

Bv General Reserve

By Salary, Commission, Remuneration
Bv Interest on Capital

To Asset A/c Bv Liabilities A/c

To Bal ¢/d (Normally) By Bal c/d (If Advance Taken)
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1] Interest on Loan to Pariner

Interest A/c Dr
To Partner’s Capital A/c

2] Cash Transactions

Case 1 : Capital Introduced Case 2 : Withdrawal
Cash A/c Dr Capital A/c Dr
To Partner’s Cavital A/c To Cash (Drawings)

3] Profit/General Reserve or Loss transferred

Case 1 : Profit/ General Reserve Case 2 : Loss
P&L or General Reserve A/c Dr Canital A/c Dr
To Partner’s Capital A/c To P&L (Loss) A/c

4] Salary, Commission, Remuneration (Expense

Salary, Commission, Remuneration A/c Dr

To Partner’s Capital A/c

5] Interest on Capital (Expense)

Interest on Capital A/c Dr
To Partner’s Capital A/c

6] Interest on Drawings (Income)

Partner’s Capital A/c Dr

To Interest on Drawings A/c

7] Taken Over

1] Assets 2] Liabilities
Partner’s Cavital A/c Dr Liabilities A/c Dr
To Asset A/c To Partner’s Caoital A/c
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8] Goodwill

New Partner’s Cap A/c Dr
To Old Partner’s Cap A/c

CONCEPT 4 : WHAT IS PARTNERSHIP ?

Relationship between two or more persons.

|

To do some commercial activity.

|

Carried by all or any one of them acting for all

|

For mutual benefit

CONCEPT 5 : FEATURES OF PARTNERSHIP

Existence of an Sharing Minor as
agreement Profit a partner

Existence of Mutual
business Agency

CONCEPT 6 : PARTNERSHIP DEED

=> The relationship between the partnersis governed by a mutual agreement which is
called the partnership deed
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Why?

=> It helps avoid disputes later on

Note : Registration of Partnership is not compulsory

In case the partnership deed is silent :

|
Profit/ Loss Interclest on Salary
Drawings

v l ‘l’

Share Equally No
No
Interest on Interest on Interest & Salary
Capital Loan paid
No 6% p.a. Only i\l Profit

CONCEPT 7 : TYPES OF CAPITAL A/C

Fluctuating Capital Fixed Capital
Only 1 : Capital 2 Accounts
Account /\
l, Current A/c Capital A/c
All transactions \l' \l/
are recorded
Regular Transactions Permanent

(Every Year) Transactions
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CONCEPT 8 : P&L APPROPRIATION

[ P&L Appropriation ] [ P&L A/c }
Partner related Expense/ Any expense/ Income
InTme other than partner
Opened only if P&L has Compulsory
credit balance l
E.g. Interest on Capital, E.g. Salary to employees,
Interest on Drawings DepreCiation, Rent, Printing

CONCEPT 9 : DRAWINGS CALCULATION

If partner withdraws same amount :

[ Beg' of Quarter } [ Middle of Month } [ End of Quarter ]
| \ |
Amt withdrawn X Rate X 6 Total Drawings X Rate X %

: 7.5
Total Drawings X Rate X =

[ Bee" of Month ] [ End of Month ]

| }

Amt withdrawn X Rate X 6.5 Amt withdrawn X Rate X 5.5
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CONCEPT 10 : GOODWILL CONCEPT

Admission Retirement / Death
New Partner A/c Dr Priya A/c Dr Gaining
To Old Partner’s Sanket Sir Dr} Losing Ratio

To Ajeet A/c
Sanket Sir A/c Dr

To Priya A/c
To Ajeet A/c }

Sacrificing
Ratio

Page 16



