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Accountancy Class 12th
Important Differences
· ACCOUNTING FOR PARTNERSHIP FIRMS:
Ch- Fundamentals of Partnership
1) Partnership and LLP’s:
	Basis 
	Partnerships
	LLP’s

	Applicable Law
	Indian Partnership Act, 1932.
	The Limited Liability Partnership Act, 2008.

	Registration
	Optional  
	Compulsory with Registrar of Companies 

	Creation 
	Created by an Agreement
	Created by Law

	Body Corporate 
	Body Corporate cannot become a partner. 
	Body Corporate can become its partner.

	Separate Legal Entity 
	It is not a separate legal entity.
	It is a separate legal entity.

	Perpetual Succession 
	Partnerships do not have perpetual succession.
	It has perpetual succession and individual partners may come and go. 

	Number of Partners 
	Minimum 2 and Maximum 50
	Minimum 2 but no maximum limit.

	Ownership of Assets 
	Firm cannot own any asset. The partners own the assets of the firm.
	The LLP as an independent entity   can own assets.

	Liability 
	Unlimited.
	Limited to the extent of partner’s contribution towards LLP.


2) Charge Against Profit and Appropriations:
	Basis 
	Charge Against Profit 
	Appropriation out of Profit

	Nature 
	It indicates expenses to be deducted from profits while calculating net profit or loss. 
	It indicates distribution of net profit to various heads.

	Recording 
	It is debited to Profit and Loss Account.
	It is debited to Profit and Loss Appropriation Account.

	Necessary or not 
	It is Necessary to make changes against profits even if there is loss. 
	Appropriation is made only when there is profit.

	Example 
	Interest on partner’s loan and rent paid to a partner.
	Interest on capital, partner’s salary etc.


3) Fixed Capital and Fluctuating Capital Accounts:
	Basis 
	Fixed Capital Accounts 
	Fluctuating Capital Accounts 

	Change in capital 
	When the Capitals are fixed, the balances in capital accounts usually remain unchanged during the life-time of business, except when capital is introduced or withdrawn permanently.
	When the Capitals are fluctuating, the balances in Capital Accounts go on changing from time to time.

	Number of Accounts 
	When the Capitals are fixed, each partner has two accounts, namely, Capital Account and a Current Account.
	When the Capitals are fluctuating, each partner has only one account, namely, Capital Account.

	Recording of Transactions 
	When the Capitals are fixed, transactions relating to drawings, interest on Capital, interest on drawings, salary, share of profit or loss etc., are not made in Capital Accounts but are entered in separate Current Accounts.
	In this case all transactions relating to partners are made directly in the Capital Accounts itself.

	Can a Capital Account Show a negative balance?
	Fixed Capital Account can never show a negative balance.
	Fluctuating Capital Account can show a negative balance.


4) Drawings Against Profits and Drawings Against Capital:
	Basis 
	Drawings Against Profits
	Drawings Against Capital

	Part 
	It is a part of expected profit.
	It is a part of Capital (i.e., capital withdrawn). 

	Where Debited 
	It is debited to Drawings Account.
	It is debited to Capital Account.

	Effect on Capital
	It does not reduce capital.
	It reduces capital.

	Interest on Drawings 
	It is considered while calculating interest on drawings.
	It is not considered while calculating interest on drawings.

	Interest on Capital 
	It is not considered while calculating interest on capital. 
	It is considered while calculating interest on capital. 




Ch- Retirement and Death of a Partner
5) Sacrificing Ratio and Gaining Ratio:
	Basis
	Sacrificing Ratio
	Gaining Ratio

	Meaning 
	It is the ratio in which the old partners surrender a part of their share in favor of new partner. 
	It is the ratio in which the remaining partners acquire the outgoing (retired or deceased) partner’s share.

	When calculated 
	Sacrificing ratio is calculated at the time of the admission of a new partner.
	Gaining ratio is calculated at the time of the retirement or death of a partner.

	Formula for Calculation
	Sacrificing Ratio = 
Old Ratio – New Ratio
	Gaining Ratio = 
New Ratio - Old Ratio 

	Purpose of Calculation
	New partner’s share of goodwill is divided between the old partners in sacrificing ratio.
	Goodwill paid to retiring partner is paid by the remaining partners in their gaining ratio.



Ch- Dissolution of a Partnership Firm
6) Dissolution of Partnership and Dissolution of Firm:
	Basis  
	Dissolution of Partnership
	Dissolution of Firm

	Meaning 
	It refers to a change in the existing agreement between the partners. The firm continues its business.
	It refers to closure of the firm.

	Continuation of the business
	The firm continues its business.
	Business of the firm comes to an end.

	Economic Relationship 
	Economic relationship between the partners continues though in a changed form.
	Economic relationship between the partners comes to an end.

	Closure of Books of Accounts 
	Books of accounts need not be closed.
	Books of accounts have to be closed.

	Effect 
	Dissolution of partnership does not necessarily mean the dissolution of firm. 
	Dissolution of firm necessarily means the dissolution of partnership also.

	Court’s intervention 
	There is no intervention by the court since the partnership is dissolved by mutual consent.
	A firm can be dissolved either without the intervention of the court or by order of the court.


7) Revaluation Account and Realisation Account:
	Basis 
	Revaluation Account
	Realisation Account

	When prepared 
	This account is prepared on the admission, retirement or death of a partner. 
	This account is prepared on the dissolution of partnership firm.

	Object of preparation 
	This account is prepared to make necessary adjustments in the value of assets and liabilities.
	This account is prepared to find out the profit or loss on the sale of assets and repayment of liabilities.

	Result 
	Even after the preparation of revaluation account the firm continues to function, though with a changed relationship among the partners.
	The firm comes to an end after preparation of this account.

	Value of assets and liabilities recorded 
	Only the difference between the book values and revised values of assets and liabilities is recorded in this account.
	Books value of assets and liabilities, the realized value of assets and the actual payment of liabilities is recorded in this account. 

	When prepared 
	This account may be required to be prepared many times during the life-time of a firm.
	This account is prepared only once during the life-time of a firm.















· ACCOUNTING FOR COMPANIES:
Ch- Issue of Shares
8) Private Company and Public Company:
	Basis  
	Private Company
	Public Company

	Number of members 
	Minimum number of members is 2, and the maximum, exclusive of past and present employees, is 200.
	Minimum number of members is 7 and there is no limit to maximum number.

	Invitation to the Public
	It cannot invite the public to subscribe to its shares.
	It can invite the public to subscribe to its shares.

	Transfer of Shares 
	There is restriction on the transfer of its shares.
	There is no restriction on the transfer of its shares.

	Preparation of Articles
	Preparation of Articles is necessary for all private companies.
	Preparation of Articles is not necessary. In case the Articles are not registered, the provisions of Table F of schedule I given in Companies Act 2013 shall apply.

	Number of Directors 
	It must have at least two directors.
	It must have at least three directors. 

	Use of word ‘Limited’ 
	It is compulsory to use the words ‘Private Limited’ at the end of its name.
	Only the word ‘Limited’ is used at the end of its name.









9) Preference Shares and Equity Shares:
	Basis  
	Preference Shares 
	Equity Shares

	Rate of dividend 
	Preference Shares are paid dividend at a fixed rate.
	The rate of dividend on equity shares is not fixed. It may vary from year to year depending upon the availability of profits.

	Arrears of dividend 
	If dividend is not paid on these shares in any year, the arrears of dividend may accumulate.
	In case of equity shares, dividend cannot accumulate.

	Preferential Right as to the Payment of Dividend
	They have a right to receive dividend before any dividend is paid on equity shares.
	Payment of dividend on equity shares is made after the payment of preference dividend.

	Preferential Right as to the Payment of Capital 
	They have a right to return of capital in the case of winding up, before any capital is returned to equity shareholders.
	Equity share capital is paid only when preference share capital is paid out fully.

	Voting Rights 
	Preference Shareholders do not have any voting rights.
	Equity Shareholders enjoy voting rights.

	Right to Participate in Management
	They do not have a right to participate in management of the Company.
	They have full right to participate in management of the Company.


10) Reserve Capital and Capital Reserve: 
	Basis of Distinction 
	Reserve Capital 
	Capital Reserve 

	Meaning and Creation 
	It refers to that portion of increased nominal capital or uncalled share capital which shall not be called up, except in the event of winding up.
	Capital reserve is that reserve which is created out of Capital Profits such as profit on sale of fixed assets, profit on revaluation of fixed assets, premium on issue of shares and debentures, profit on redemption of debentures etc. these profits are not earned in the normal course of business.

	Necessity 
	It is not necessary to create Reserve Capital.
	It is necessary to create Capital Reserve, in case of Capital Profits.

	Resolution 
	A resolution is required for its creation.
	No resolution is required for the creation of Capital Reserves.

	Realized or not Realized 
	It refers to the amount which has not been received.
	It refers to the amount which has already been received.

	Disclosure in Balance Sheet 
	It is not shown in the Company’s Balance Sheet.
	It is shown as the first item under the head, ‘Reserves and Surplus’ on the equity and liabilities side of the balance sheet.

	Time when it can be used 
	It can be used only at the time of winding up of the Company.
	It can be used to write off Capital Losses or to declare a share bonus any time during the life of the Company.




Ch – 2 Issue of Debentures
11) Difference between Share and Debenture:
	Basis
	Share
	Debenture

	Capital Vs. Loan 
	A share is a part of the Capital of the Company; therefore, the shareholders are the owners of the Company.
	A debenture is a part of the loan and as such, the debenture holders are the creditors of the Company.

	Dividend Vs. Interest
	A shareholder gets dividend from the Company.
	A debenture holder gets interest from the Company.

	Fluctuating or Fixed Rate of dividend or interest
	Dividend is paid only when there are profits. The rate of dividend may fluctuate from year to year depending upon the profits and decision of the directors.
	The rate of interest is fixed and it must be paid irrespective of the company making a profit or incurring a loss.

	Voluntary or compulsory redemption
	It is at the option of the Company to return the amount of shares by buying back its own shares.
	The amount of debentures must be returned according to the terms of the issue.

	Priority of Repayment of Principal in case of Winding Up
	In the case of winding up, the payment of share capital is made after the repayment of debentures.
	In the case of winding up, the payment of debentures is made before the payment of share capital.

	Unsecured or Secured
	A share is always unsecured. Hence, they bear more risk.
	Debentures are usually secured on the assets of the Company. Hence, they bear little risk.

	Restriction on Issue at Discount
	Under Section 53 of the Companies Act 2013, shares cannot be issued at discount except sweat equity shares.
	There are no restrictions on the issue of debentures at discount.

	Voting Rights
	Share confers on its holder the right to participate in and vote at Company’s meetings.
	A holder of debenture neither possesses any voting right in the Company’s meetings nor can be participate in the meeting.





· FINANCIAL STATEMENTS
Ch- Financial Statements of a Company
12) Company’s Balance Sheet and Firm’s Balance Sheet:
	Basis 
	Company’s Balance Sheet
	Firm’s Balance Sheet

	Format & Contents 
	Format and Contents of Company's Balance Sheet must be in accordance with Schedule III Part I of Company's Act 2013.
	There is no statutory format or prescribed contents for the Balance Sheet of a firm.

	Figures of Previous Years 
	Figures of the previous year must also be given against each figure of current year.
	Figures of the previous year are not required in the Balance Sheet of a firm.

	Order of Permanence or Liquidity 
	Company's Balance Sheet is prepared in order of permanence.
	Firm's Balance Sheet may be prepared in order of permanence or liquidity.

	Vertical Form or Horizontal Form
	Company's Balance Sheet prepared in Vertical form.
	Firm's Balance Sheet is generally prepared in horizontal form.



Ch- Financial Statements Analysis
13) Horizontal Analysis and Vertical Analysis: 
	Basis
	Horizontal Analysis
	Vertical Analysis

	Period
	It requires financial statements of two or more accounting periods.
	It requires financial statements of one accounting period.

	Items
	It involves a study of same items of different periods.
	It involves a study of different items of same period.

	Information
	It provides information in absolute and percentage form.
	It provides information in percentage form.

	Usefulness
	It is usually used for Time Series Analysis.
	It is usually used for Cross- Sectional Analysis.

	Method
	This analysis can be done by preparing Comparative Balance Sheet and Comparative Statement of P&L.
	This analysis can be done by preparing Common Size Balance Sheet, Common Size Statement of P&L and accounting ratios.







Ch- Accounting Ratios
14) Current Ratio and Quick Ratio:
	Basis 
	Current Ratio
	Quick Ratio

	Relationship 
	It establishes a relationship between Current Assets and Current Liabilities.
	It establishes a relationship between liquid assets and current liabilities.

	Formula for Computation 
	Current Ratio =   
	Quick ratio =  

	Objective 
	It measures the ability of the firm to meet its current liabilities within 12 months from the date of Balance Sheet or within the period of operating cycle. 
	It measures the ability of the firm to meet its current liabilities immediately or within a month.

	Ideal Ratio 
	Current ratio of 2: 1 is considered as an ideal ratio.
	Quick ratio of 1: 1 is considered   as an ideal ratio.

	True Measurement 
	It is not a true measurement of short-term financial position of the firm as it may include a large amount of inventories which may not be quickly convertible into cash.
	It removes this shortcoming of current ratio by excluding the amount of inventories.
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