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Incontinuationofthepreviousconcepts,wetakethefollowingtopicsandexpectyoutogo

throughthem thoroughlybeforewehaveournextclass.

TOPIC1:COMPUTATIONOFINTERESTONCAPITAL:(PAGE2.34)

Readthefollowingimportantpoints:

 Interestonpartners’capitalisanappropriationofprofit.

 Interestoncapitalistobecalculatedontheopeningcapital.

 Itistobecarefullycheckediftheclosingcapitalisgiven,thenopeningcapitalhastobe

calculated.Itisdeterminedbyaddingtheitemswhichhavealreadybeendeductedandby

deductingtheitemswhichhavealreadybeenaddedtothecapital.

COMPUTATIONOFOPENINGCAPITALS:

Incaseoffixedcapital Incaseoffluctuatingcapital

Closingcapital

Add:withdrawalofcapital

Subtract:additionalcapital

Closingcapital

Add:

 withdrawalofcapital

 drawings

 shareofloss

 interestondrawings

Subtract:

 additionalcapital



 shareofprofit

 interestoncapital

 partnersremuneration

Openingcapital Openingcapital

ASSIGNMENT:

 Refertoillustration19andthentrysolvingillustration20,21,22

 Pleaseunderstandandmarkillustration23asimportantandtryworking.Wewillsolve

thesameintheclassaswell.Forthat,firstrevisetheconceptoffixedandfluctuating

capitalaccountsthroughthegivenlinkhttps://youtu.be/CIsFsbapHIU



TOPIC2:INTERESTONPARTNER’SDRAWINGS:

Thedifferencebetweendrawingsagainstcapitalanddrawingsprofitstobeunderstood.(page

2.41)

Readthefollowingimportantpoints:

 InterestischargedondrawingsonlyifthereisaprovisionforthesameinthePartnership

Deed.Intheabsenceofpartnershipdeed,nointerestwillbechargedondrawings.

 InterestchargedondrawingsistransferredtocreditsideofProfitandLossAppropriation

Accountasitisanincomeforthefirm.

 Also,interestondrawingsisdebitedtoPartners’CapitalAccounts(incaseofFluctuating

CapitalAccountsMethod)orPartners’CurrentAccounts(incaseofFixedCapital

AccountsMethod).

Now,letusunderstandthecalculationofinterestondrawings:(page2.42to2.46)

Thepartnersmaywithdraw:

CASEI:WHENUNEQUALAMOUNTISWITHDRAWNATDIFFERENTDATESORWHENTHEREIS

IRREGULARDRAWINGS

CASEII:WHENEQUALAMOUNTSAREWITHDRAWNATREGULARINTERVALSOFTIMEi.eTHE

AMOUNTOFDRAWINGSISUNIFORM ANDTHETIMEINTERVALBETWEENTHETWO



DRAWINGSISALSOUNIFORM

Thecomputationofinterestondrawingswillvaryaccordingly.

CASEI:

INTERESTONDRAWINGSISCALCULATEDWITHTHEHELPOFPRODUCTMETHOD.

Atableshowingproductofamountofdrawingsandperiodofuse(inmonths)isprepared.

Theformulaforcalculatinginterestondrawingsunderthismethodis:

Interestondrawings=TotalDrawingsxRate/100x1/12

FollowthegivenYouTubelinkforunderstandingthecalculation:https://youtu.be/QrO4fdBEH1U

ASSIGNMENT:SolveIllustration27(ii),Questionno.43

CASEII:

INTERESTONDRAWINGSISCALCULATEDWITHTHEHELPOFAVERAGEMETHOD.

Theformulaforcalculatinginterestondrawingsunderthismethodis:

InterestonDrawings=TotalDrawingsXRateofInterest/100XAveragePeriod/12

*AveragePeriod=MonthsLeftafterFirstDrawing+MonthsLeftafterLastDrawing

2

Thepartnermaywithdrawequalamountsmonthly,sixmonthlyorquarterlyTheYouTubelinks

providedbelowwillhelpyouunderstandthecomputationofinterestondrawingsforthevarious

cases.

https://youtu.be/cyoPO07zkf4

https://youtu.be/6P6S4X3P7H8

https://youtu.be/OmjWw3eo_X4

https://Youtu.be/S4w34zBUwnA



NOTE:

 Whentime/dateofdrawingsisnotgiven,Interestondrawingswillbechargedfor6

months.

 Whenperannum isnotgivenwithrateofinterest,interestondrawingswillbecharged

withoutconsideringtimeperiod.

ASSIGNMENT:SolveIllustration28,29,30,31,32andQuestionno.36to42


