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CHAPTER-FUNDAMENTALSOFPARTNERSHIP

TOPIC:PASTADJUSTMENTS

Note:Thistopicisveryimportantandyouarerequestedtobepunctual

totheclassforthethoroughunderstandingofthisparticularconcept.

Sometimesafterclosingtheaccountsofapartnershipfirm,i.e.,preparingthe

financialstatements,someerrorsoromissionsintheaccountsoftheearlieryears

arenoticed.

Forinstance,interestoncapitalwastobegiventoapartnerbutwasomittedtobe

giventohim bymistake.Onaccountofthisomission,theprofitsdividedamongthe

partnerswillbemorethatwhatwereduetothem.Thus,tocorrecttheerror,the

capitalaccountsoftheaffectedpartnersaretobeadjustedbypassingan

adjustmententry.

HOW TOSOLVEAQUESTIONOFPASTADJUSTMENT?

 Prepareananalyticaltableshowingadjustmentofomission/commission

 Passarectifiedjournalentry(partners’capital/currentaccountsaretobe

debited/creditedaspertheerrorscommitted)

IMPORTANTPOINTSTOBECONSIDEREDWHILESOLVINGAQUESTIONOFPAST

ADJUSTMENT:

 Arecapitalsfixedorfluctuating?

Iffixedcapitalsaregiveninthequestion,theadjustmententrywillbepassed

usingpartners’currentaccountsandiffluctuatingcapitalsaregiven,then

adjustmententrywillbethroughpartners’capitalaccounts.

 Arecapitalbalancesclosingoropening?

Ifclosingbalancesaregiveninthequestion,thenopeningcapitalneedtobe

calculatedintheworkingnoteforcalculationofinterestoncapital.

VARIOUSCASES(OMISSIONS/COMMISSIONS)UNDERPASTADJUSTMENT:

CASE1:PROFITSDISTRIBUTEDINWRONGRATIO



QUESTION57,77

CASE2:INTERESTONCAPITALOMITTEDTOBEPROVIDEDTHOUGHTHEREWASA

PROVISIONFORTHESAMEINTHEPARTNERSHIPDEED

ILLUSTRATION36 QUESTION58,59,62,66

CASE3:INTERESTONCAPITALALLOWEDBUTATAWRONGRATE

(A)PROVIDEDATAHIGHERRATE

ILLUSTRATION41 QUESTION60

(B)PROVIDEDATALOWERRATE

ILLUSTRATION42,46 QUESTION61

CASE4:INTERESTONCAPITALANDINTERESTONDRAWINGSBOTHOMITTED

ILLUSTRATION:38,39 QUESTION63,67,70

CASE5:COMPREHENSIVECASE(INTEREST,SALARY,WRONGPROFITSDISTIBUTEDETC.)

ILLUSTRATION37,40,43,44,45 QUESTION64,65,68,69,71,72,73,74

Youarerequestedtosolvethebackquestionsofthechapteraspertheinstructionsgiven

topicwiseforacompleteunderstandingofthecontentstaught.

Hopingtoseeyouallinpersonsoon!!


