ave learnt about the preparation of final
O1 ”';fora sole proprietary concern. As the

e ll‘m a—ﬁ e to manage the business and
. In such a situation, people usually
rship form of organisation.

p firms has it's own

rship firm comes into
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Accountancy — Not-for-Profit Organisation and Partnership Accounts

reed to hare the profits of a business

p with one another are individually

irm'. The name under which the business
partnership firm has no separate legal

nstituting it. Thus, the essential features of

partnership, there should be at
her for a common goal In other words,
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Amount of capital to be contributed by each partner: )
The accounting period of the firm;

The date of commencement of partnership:;

Rules regarding operation of Bank Accounts:

Profit and loss sharing ratio;

Rate of interest on capital, loan, drawings. etc;

Mode of auditor's appointment, if any:

Salaries, commission, etc. if payable to any partner;

The rights, duties and liabilities of each partner:

Treatment of loss arising out of insolvency of one or more partners:
Settlement of accounts on dissolution of the firm:

Method of settlement of disputes among the partners;

Rules to be followed in case of admission, retirement, death of a partner; and
Any other matter relating to the conduct of business.

Normally, the partnership deed covers all matters affecting relationship of
partners amongst themselves. However, if there is no express agreement on
L certain matters, the provisions of the Indian Partnership Act, 1932 shall apply.

2.2.1 Provisions Relevant for Accounting
The important provisions affecting partnership accounts are as follows:

(a) Profit Sharing Ratio: If the partn
sharing ratio, the profits and '%f%’ of the firm are t
by partners, irrespective of their capital contributio

(b) Interest on Capital: No partner is entitled to cl

0 be shared equally
n in the firm.

aim any interest on the

partners. Thus, no interest on capital i

is silent on the issue. Further the i
psiness and not if the firm incurs losses durin
rawings: No interest is to be charged on the dr

(d) Interest on Advances:

(c)
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