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Ttis a form of o business ofganisalivn, where 3-30 people merge bheir
{inanciak resources and. expertise to performobusiness activity with an oim 9
making and, shorins profil.

Charncteristics of Partership:-
* Agsonaion o fersons (AoP)
—> [2-30) Non Professionad frm

= (move than &O] Professional firms

Lawyers  Rudutors

: Shos'ina of ol and Loss

© Walmited L'ux!ol!itg It means that the partaers’ Liabnitg s not restricted or Limited,
to the amount of money tnuested. i the business. lf the business
qoes hankrupt o nsoent ,the partners are regpired. to settle the
deots {rom their own peronal possessions.

' No separate legal identity.

* NG perpetual wasisten03 (upon death "i one Partner, the partnership is dissoved.)

* Concept of Agenty ( Lonseqences o o. single partners decision wik have to be orne by

the, entire, +irm)

* Note :- Botn the sole trader and. partnership firms hove walumited, L{ablljlg wherens
the shareholder o a. Limited. company ha.s Uimited. Labialy.



Partnetship
Aqreement
| |
| '
Verhal Written,
Deed. of
Partnership

P ..
" Caplfﬁl Goatwibulion, [ fied. and 4L00ti(18]
v~ 2. Dubies and. vghke of partners
L 3. Rules reqarding admission, redivement ond dealt of o pasrtaer
v~ u. Taterest on, drawirtgs 3 profitd  partner current account W
5. Tnkerest o, Lopllal > profit v partner curcent accounT 1
vV~ 6. 3aL0r3IBomu5I Commicston er( > profitd partaer curreat accgunt A

vt Polit/ loss shoring rabios. E.g:- A:B: 0

L~ % Interest an loan from partner 3.3 . |
expense A Current acunth

v ‘e
I there s no written portncrship aqreement, Purtnership Act o 1890 is direchy
enforced. which states the applicakion ¢ following provisions::
1. No interest wil be tharged. on droanings
3. No {aterest tarfed on Capifal Combrihuked.
3. No solm’j,.bo(uu, Commission eic.
U. Partrers wil share profuts amd. losses eppally
5. Tnterest an loa, from portners @ 57 per annui .
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Income Statement Statement o
RppropriaLion, AIC Financial Position
|
Iﬁ’o.ding Profit. & F\ppl’oprfo,tionl
WSS Eo show
@ross Net Distribukion
Profik Profut o} Profik
Net sales Grross Profit Net Profit
G Cast of SakeS  + Other (ncome, + Int . on dirawin
©) Expens s Glnt. on copital
© salay /Baaus/ (ommission
EOQIUHI = residual profit

Income Statement Apprepriation Account

$
Net Profit
+ Tnterest on Dm,,)‘mgg*
Adeel X X X
Aol XXX
) lnterest on Capifal

Adeel X X X
Aol XXX

c—)SQ!ggf [Ronus/ Commission ~ Ahad,
Residual Protit/(Loss)

Share, of Profit[(Loss)
Hdeel x profit|logs sharing fatio X X X
Ahod % profit | Loss sharug fatio XXX

¥

XXX

XXX

N
X X x
< x
< x
~——"
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Note:- Fied Capital Ajc —— Maintaing separake cureat oo
Floating (apiial AJc — Nob muintaining separate current e

Current Qccounts — Credit mature (+ T credt) () ¥ duebit]
They are part ¢ capikal accownts and. records day to day trensactions such as

share, of profil omd dsawings.

Note:+ Current accounts are part of partaers’ total fund.
+Total Porthership Fumd. = Capikak Accounts + Current Acounts
- Sole Trader = Assets ) Liabikies = Capital
Portnership — Assets ¢) Liabilikies = Capllal Accounts + Current Accounts

our KUAE
L. Interest on drowings dr o
current account ¥ XXX
tncome. Statement appropriation afc (+ to profit) XXX
d. Inferest an_tapifol dr o
Lncome.  statement appropriation. afc XXX > () from rofit)
curvent agcount T XXX
3. Salary | Banus [ Comission, s o
income, stakement appropriation alfc XXX > (& vem profit)
current account T XXX
4, Interest on loan, dtom Partner & or
ucome, statement (Expense] XXX
current acount XXX
S. .M—QMMLMV . toy ds o
income. Statement appropriation, afc XXX
current ocvount T XXX
6. MM dt ¥
curvent occount ¥ XXX

tncome. stakement appropriation afc XXX



Jomg! fntites

1. Introduction of additional capital

tash [bank [nom-current asset/iventory

tapital ascount 7

3. Withdrawol of capital { repoyment from botk)

tapital aLcount

honk

Current  Account

Dr Cy

V-1 |+ 1
Drawings v
Imterest 00 drawings s
batance btd ‘+” (Credit) vd
balance cld ¢+ (eredit) |
interest an capitat A
Saldfy, bavug & ammigsion /
share of re<idual profit “
<hare af regidual losg |
necest on Loan by pactner e
balance btd ‘) (Deyit) |
balance cid ¢€) (Debit) e

dy
XXX

dr
XXX

or

XXX

or

XXX



Dr v

\} Cwrrent Account
$ $
hakance bld (debw])(-)  xxx [hakance bd (eredi] +”  xxx

drawfnss Y
interest on, drm»irtas v
salary (Lram(nss‘ Y

XXX | nterest on, capilal, T XXX
Xx % |/Salasy/oonuns / comntission 1™ Xxx
XXX | vesidal, shore o} profiL T xxx

vesidual, Share o} loss ¥ XX ¥ [| tnterest on Loan, trom
parters 4 XXX
w0y ) A \ .
hatance ofd (oredit) v | xxx || hatance oJd, (deb] (=) | xxx
XXX XX X

hatance bld (debit] (=)  xxx |hatance bld (eredil) ‘v xxx
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