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Partnerships 

In order to complete this chapter, you should already:
•	 be able to complete subsidiary journals and General Ledger accounts
•	 be able to prepare financial statements
•	 understand the GAAP principles and their application.

This chapter will cover:

Year-end adjustments
•	 Trading stock 

deficit/surplus
•	 Consumable stores 

on hand
•	 Depreciation
•	 Bad debts
•	 Correction of errors/ 

omissions
•	 Accrued income
•	 Income received in 

advance
•	 Prepaid expenses
•	 Accrued expenses
•	 Provision for bad 

debts
•	 Salaries to partners
•	 Bonus to partners
•	 Interest on capital
•	 Appropriation of 

profits/losses
•	 Reversal of entries

Definition and explanation of 
accounting concepts. Posting 
to ledger
•	 Capital accounts of partner
•	 Current accounts of partner
•	 interest on capital

•	 Salaries to partners
•	 Bonus to partners
•	 Division of profits/losses
Documents specific to 
partnerships
Trial Balance

Final accounts
•	 trading account

•	 profit and loss account

•	 appropriation account

GAAP
•	 historical
•	 prudence
•	 materiality
•	 entity rule
•	 going concern 
•	 matching 

concepts

Financial statements
•	 Income 

Statement
•	 Balance Sheet
•	 Notes to financial 

statements

Partnerships

On completion of this chapter, you should be able to:
•	 define and explain accounting concepts of partnerships
•	 complete the accounting cycle: documents and journals, posting to ledger, 

Trial Balance and Accounting Equation
•	 prepare the final accounts taking into account the year-end adjustments
•	 prepare the financial statements and the notes to the financial statements
•	 apply internal control measures and ethical behaviour to the partnership 

environment.


