
















Final Accounts for Partnership: 

At the end of an accounting period, a partnership prepares the following final accounts: 

1. Income Statement (Profit & Loss Account): 
o Lists the revenue, expenses, and the resulting profit or loss. 
o The net profit or loss is transferred to the profit and loss appropriation account. 

2. Profit & Loss Appropriation Account: 
o This account shows how the net profit or loss is distributed among the partners, 

including interest on capital, salaries, and the division of the remaining profit based on 
the profit-sharing ratio. 

3. Balance Sheet: 
o The Balance Sheet includes the partnership’s assets, liabilities, and the capital 

balances of each partner. 

 

Dissolution of Partnership: 

When a partnership is dissolved, the following steps are involved in partnership accounting: 

1. Settlement of Liabilities: 
All outstanding liabilities of the partnership are settled. 

2. Distribution of Remaining Assets: 
Any remaining assets after paying off liabilities are distributed among the partners 
according to their capital balances or profit-sharing ratio. 

3. Final Accounts: 
The final capital accounts of the partners are adjusted and closed. 

 

Conclusion 

Partnership accounting involves recording the financial activities of a partnership, ensuring 
that each partner's contributions, profits, and losses are appropriately reflected. By 
understanding the principles of partnership accounting, including the calculation of profits, 
capital accounts, and the dissolution process, students can appreciate how partnerships 
manage their financial affairs. This knowledge is crucial for anyone planning to work in or 
with partnerships in various industries. 

 

Key Takeaways: 

 Partnerships involve two or more individuals who share profits, losses, and responsibilities. 
 The capital accounts and current accounts track each partner’s contributions and 

withdrawals. 
 Profit-sharing ratios, interest on capital, and salaries are vital for distributing the 

partnership’s profits. 
 Dissolution requires proper settlement of liabilities and distribution of remaining assets. 

 


