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Introduction to Joint Venture
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Distinction between joint venture and consignment
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Accounting for Joint Venture Transactions
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Accounting for joint venture transactions
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(F) @Y A7F T (Joint Bank Account)

(¥) FE-BHTNR WS 3K (Co-Ventures® Personal Account)

(o) T Brmprer f&3T7 (Joint Venture Account)
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Co-Ventures
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Joint Bank
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Accounts Payable

8. MR- QIR “Ael] TCF Sy Joint Venture
Co-Ventures
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Joint Bank
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Co-Ventures
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Joint Venture

b, RIS @7 Account Receivable
Joint Venture
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Joint Venture
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Joint Bank
Accounts Receivable
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Joint Venture
Accounts Receivable
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Accounts payable
Joint Bank

39, FRMET T Joint Venture
Co-Ventures
38. YIS &y Joint Venture
Co-Ventures
3¢, e Sy Co-Ventures

Joint Venture

so. o fifes @y (I Coventures’Account credit
balance show )

Co-Ventures
Joint Bank

9. s f=ifex wieay (I Coventures’ Account debit balance
show 3C9)

Joint Bank
Co-Ventures
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(¥) =7 @ St fAT (Memorandum joint venture account)
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Joint Venture
Goods Sent
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Joint Venture
Other Party
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Joint Venture
Bank/Cash
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Joint Venture
Other Party

€. 4T AT @ FACT

Joint Venture
Accounts Payable

b, S A SN e Other Party
Bank/Notes Payable
q, O[5 ATHS 5 (ATP AT ANST (oICeT Bank/Notes Receivable
Other Party
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Bank/Notes Receivable
Joint Venture
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¥

Other Party
Joint Venture
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Joint Venture
Commission Revenue
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Joint Venture

Other Party
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Joint Venture
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Joint Venture
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Income Statement

Other Party
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Joint Venture
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Ending Inventory
Joint Venture
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Goods sent on Joint Venture
Income Statement
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Mathematical Problems & Solutions
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Mathematical problems & solutions

Example-1: Mukul and Amit entered into a Joint Venture and agreed to share profits and losses in the
ratio of 2:3. They opened a Joint Bank Account in which Mukul and Amit contributed Tk. 8,000 and Tk.
10,000 respectively. They purchased 10 old radio sets at Tk. 1,500 each. They met the reconditioning cost
of Tk. 3,000 from the Joint Bank Account. Carriage and other expenses Tk. 2,000 were borne by Amit.
Amit received a cheque of Tk. 1,000 from Mukul. 9 sets were sold @ Tk. 2,500 each and the rest was
taken over by Amit at cost. Pass necessary journal entries and prepare Joint Venture Account, Joint Bank
Account and close the accounts of the Venture.

Solution:
In the Books of Joint Venture
Journal Entries
Date Account Titles & Explanation Ref. | Debit (Tk) | Credit (Tk)

Joint Bank 18,000

Mukul 8,000

Amit 10,000
(To record capital contributed the venture)
Joint Venture 15,000

Joint Bank 15,000
(To record purchase of 10 radio sets @ Tk. 1,500 each)
Joint Venture 3,000

Joint Bank 3,000
(To record reconditioning expenses paid)
Joint Venture 2,000

Amit 2,000
(To record carriage expenses paid by Amit)
Amit 1,000

Mukul 1,000
(To record cash received by Amit from Mukul)
Joint Bank 22,500

Joint Venture 22,500
(To record sale of 9 radio sets @ Tk. 2,500 each)
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Amit
Joint Venture

(To record the remaining radio set taken over by Amit at cost)

*2,000

Joint Venture
Mukul
Amit

Amit as 2:3)

(To record profit of venture transferred of capital of Mukul &

4,500

Mukul
Amit
Joint Bank

(To record the final settlement between the co-Ventures)

10,800
11,700

fJfa cearT

2,000

1,800
2,700

22,500

*[Purchase price 1,500 + {Reconditioning and carriage expenses (3,000+2,000)} x 1/10] =2,000

General Ledger:

Joint Venture

Account Titles Tk. Account Titles Tk.
Joint Bank (10X1,500) 15,000 | Joint Bank (Sale Proceeds) 22,500
Joint Bank (Cost of reconditioning) 3,000 | Co-Ventures:
Co-Ventures: Amit 2,000
Amit (Carriage and other expenses) 2,000 | (Unsold set taken over at cost)
Co-Ventures (Profit): Tk. (15,000+3,000+2,000)=10
Mukul - 2/5 1,800
Amit — 3/5 2,700 4,500
24,500 24,500
Joint Bank
Account Titles Tk. Account Titles Tk.
Co-Ventures: Joint Venture 15,000
Mukul 8,000 Joint Venture 3,000
Amit 10,000 Co-Ventures:
18,000 Mukul 10,800
Joint Venture 22,500 Amit 11,700 22,500
40,500 40,500
Co Ventures
Account Titles Mukul Amit Account Titles Mukul Amit
Mukul 1,000 | Joint Bank 8,000 10,000
Joint Venture 2,000 | Joint Venture - 2,000
Joint Bank 10,800 11,700 | Amit 1,000 -
Joint Venture 1,800 2,700
10,800 14,700 10,800 | 14,700
ERERTE *j‘éT U



o TS fRefmters

Thes feafe

Example-2: Abul and Babul undertook a joint venture to construct a building for a contract price of Tk.
5,00,000 payable Tk. 4,00,000 in cash and Tk. 1,00,000 in fully paid share of the company. A Bank
Account is opened in the joint names. Abul paying Tk. 1,25,000 and Babul Tk. 75,000. They are to share
profits in the ratio of 2:1. The transactions were: materials purchased Tk. 2,75,000; wages paid Tk. 1,50,000
from joint bank account. Materials supplied by Abul Tk. 25,000; wages paid by Babul Tk. 15.000. The
contract was completed and price duly received. The joint venture was closed by Abul taking up all the
shares at an agreed value of Tk. 80,000 and Babul taking up the unused materials for Tk. 15,000.

Prepare necessary accounts under separate system.

Solution:
Joint Venture
Account Code No: ..................
X . . Balance
Date Account Titles Ref. | Debit (Tk.) | Credit (Tk.) Debit (Tk.) | Credit (Tk.)
Joint Bank(2,75,000+1,50,000) 4,25,000 4,25,000
Abul (Materials) 25,000 4,50,000
Babul (Wages) 15,000 4,65,000
Joint Bank 4,00,000 65,000
Share 1,00,000 35,000
Babul (Materials taken over) 15,000 50,000
Share (Loss: 1,00,000-80,000) 20,000 30,000
Net Income- on Joint Venture:
Abul- 2/3 20,000
Babul- 1/3 10,000 30,000
Co-Venture of Abul
Account Code No: ..................
. . . Balance
Date Account Titles Ref. | Debit (Tk.) | Credit (Tk.) Debit (Tk.) | Credit (Tk.)
Joint Bank — Capital 1,25,000 1,25,000
Joint Venture (Materials) 25,000 1,50,000
Share (Taken over by Abul) 80,000 70,000
Joint Venture — Net Income 20,000 90,000
Joint Bank 90,000
Co-Venture of Babul
. . . Balance
Date Account Titles Ref. | Debit (Tk.) | Credit (Tk.) Debit (Tk.) | Credit (Tk.)
Joint Bank — Capital 75,000 75,000
Joint Venture (Wages) 15,000 90,000
Joint Venture (Material taken over) 15,000 75,000
Joint Venture — Net Income 10,000 85,000
Joint Bank 85,000
Joint Bank
. . . Balance
Date Account Titles Ref. Debit (Tk.) Credit (Tk.) Debit (Tk.) | Credit (Tk.)
Abul’s Capital 1,25,000 1,25,000
Babul’s Capital 75,000 2,00,000
Joint Venture 4,25,000 2,25,000
Joint Venture (Cash received) 4,00,000 1,75,000
Abul (Cash received) 90,000 85,000
Babul (Cash received) 85,000
ERERTE ‘j‘é‘f o0
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Example-3: Moni and Nasrin enter into a joint venture for the purchase and sale of second-hand bicycle,
agreeing share profits and losses in the ratio of 3:2. On January 15, 2020 Moni bought 5 bycycles for Tk.
43,000 and on January 20, 2020 she paid tax and insurance Tk. 1,600. On January 31, 2020, she sold
these bicycles for Tk. 58,000, out of which she remitted Tk. 11,000 to Nasrin and the balance deposited in
her own bank account. On January 31, 2020, Nasrin bought three bicycles for Tk. 36,000 and she paid tax
and insurance Tk. 1,400 and repair charges amounting Tk. 2,000. She sold one bicycle on February 2,
2020 for Tk. 14,000 which she paid in her own bank account. Moni then took over the other bicycles at a

valuation of Tk. 26,000 and the venture was closed on February 10, 2020.

Pass necessary journal entries in the books of Moni and as well as in the books of Nasrin.

Solution:

In the Books of Moni
Journal Entries

Date

Account Titles & Explanation

Ref.

Debit (Tk.)

Credit (Tk.)

2020
Jan. 15
Jan. 20

Jan. 31

Jan. 31

Jan. 31

Feb. 2

Feb. 10

Feb. 10

Joint Venture
Bank
(To record purchase of five second-hand bicycle)

Joint Venture
Bank
(To record payment of tax and insurance.)

Bank
Nasrin

Joint Venture

(To record sale of bicycle and of which Tk. 11,000
remitted to Nasrin)

Joint Venture
Nasrin
(To record purchase of three bicycles)

Joint Venture
Nasrin
(To record expenses paid by Nasrin)

Nasrin
Joint Venture
(To record sale of one bicycle by Nasrin)

Purchase
Joint Venture
(To record two bicycles taken over)

Joint Venture
Income statement (Own share of profit)
Nasrin (Co-venturer’s share of profit)
(To record profit on venture)

Nasrin
Bank
(To record final settlement with Nasrin)

43,000

1,600

47,000
11,000

36,000

3,400

14,000

26,000

14,000

20,000

43,000

1,600

58,000

36,000

3,400

14,000

26,000

8,400
5,600

20,000
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In the Books of Nasrin
Journal Entries
Date Account Titles & Explanation Ref | Debit (Tk.) | Credit (Tk.)
2020 | Joint Venture 43,000
Jan. 15 Moni 43,000
(To record of bicycles purchased)
Jan. 20 | Joint Venture 1,600
Moni 1,600
(To record paid of expenses)
Jan. 31 | Bank 11,000
Moni 47,000
Joint Venture 58,000
(To record sale of bicycles)
Jan. 31 | Joint Venture 36,000
Bank 36,000
(To record purchase of three bicycles)
Jan. 31 | Joint Venture 3,400
Bank 3,400
(To record tax, insurance and repair expenses)
Feb. 2 | Bank 14,000
Joint Venture 14,000
(To record sale of one bicycle)
Feb. 10 | Moni 26,000
Joint Venture 26,000
(To record two bicycles taken over by Moni)
Feb. 10 | Joint Venture 14,000
Income statement (Own share of profit) 5,600
Moni (Co-venture’s share of profit) 8,400
(To record profit on venture)
Bank 20,000
Moni 20,000
(To record final settlement with Moni)

Example-4: Akash and Aryan entered into a joint venture to purchase and sell crackers during the
Baishaki season. Profits and losses were to be shared equally between Akash and Aryan. Akash was
purchased crackers from shimul and send it to Aryan of Magura who would sell it. On 01.04.2020, Akash
purchased crackers worth Tk. 1,00,000 and incurred the following expenses in sending it Aryan : (i)
forwarding charges Tk. 6,000; and (ii) insurance charges Tk. 2,000. He immediately drew upon Aryan a
bill of Tk. 1,00,000 for 3 months. The acceptance was discounted @ 18% p.a. and paid other expenses
Tk. 12,000. The whole crackers were sold at Tk. 2,00,000. He forwarded a cheque to Akash for the
amount due on 31.10.2020. You are required to prepare the following accounts: (a) Memorandum Joint
Venture Account; (b) Aryan in Joint Venture in the books of Akash; and (c) Akash in Joint Venture in
books of Aryan.
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Solution:
Memorandum Joint Venture
Date Accounts Titles Tk. Date Accounts Titles Tk.
142020 | Akash: Purchases  1,00,000 Aryan: Sales 2,00,000
Expenses 8,000
Discount on Bill 4,500
1,12,500
Aryan: Expenses 12,000
Share of Profit :
Akash 37,750
Aryan 37,750
75,500
200,000 200,000
In the Books of Akash
Aryan in Joint Venture
Date Accounts Titles Tk. Date Accounts Titles Tk.
1.4.2020 | Bank : 1.4.2020 | Bill Receivable 1,00,000
Purchases 1,00,000 | 31102020 | Bapk (Final Settlement) 50,250
Forwarding Charges 6,000
Insurance charges 2,000
Discount on Bill 4,500
31.102020 | Tncome Statement (share of Profity | 37,750
1,50,250 1,50,250
In the Books of Aryan
Akash in Joint Venture
Date Accounts Titles Tk. Date Accounts Titles Tk.
? Notes Receivable 1,00,000 Bank (Sales) 2.00,000
Bank : (Expenses) 12,000
Income Statement (Share of Profit) 37,750
31.10.2020 | Bapk (Final settlement) 50,250
2.00.000 2.00.000

Example-5: Sujon and Rakib enter into a joint venture sharing profits and losses in the proportion of 80%

and 20% respectively. Sujon supplies goods to the value of Tk. 5,000 and incurs expenses amounting to

Tk. 300. Rakib supplies goods to the value of Tk. 4,000 and his expenses amounted to Tk. 200. Rakib

sells goods on behalf of the Joint Venture and realizes Tk. 12,000. Rakib is entitled to a commission of

5% on sales. Rakib settles his account by bank draft. Give Journal Entries and open the necessary account

in the books of Sujon and Rakib.
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Solution: In the books of Sujon
Journal Entries
Date Account Titles & Explanation Ref. | Debit (Tk.) | Credit (Tk.)
Joint Venture 5,000
Goods Sent 5,000
(For starting the joint venture business & goods supplied)
Joint Venture 300
Bank 300
(For payment of expenses)
Joint Venture 4,000
Rakib 4,000
(Goods supplied by Rakib)
Joint Venture 200
Rakib 200
(Expense paid by Rakib)
Rakib 12,000
Joint Venture 12,000
(Goods sold by Rakib)
Joint Venture 600
Rakib 600
(5% commission on sale paid to Rakib)
Joint Venture 1,900
Income Statement 1,520
Rakib 380
(Profit on Joint Venture transferred)
Bank 6,820
Rakib 6,820
(Cash received by Rakib on final settlement)
In the books of Sujon
Joint Venture
Date Account Titles Ref. | Debit (Tk) | Credit (Tk) [pr (Tkﬁalanc&e oo
Goods sent 5,000 5,000
Bank-Expenses 300 5,300
Rakib — Goods supplied 4,000 9,300
Rakib — Expenses 200 9,500
Rakib — Sales - 12,000 - 2,500
Rakib — Commission Expenses 600 - - 1,900
Income Statment — Profit - 1,900
TG oI o7 a8
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Rakib Account
Date Account Titles Ref. | Debit (Tk) | Credit (Tk) [pr (Tkﬁalanc&e oo
Joint Venture — Goods supplied - 4,000 -- 4,000
Joint Venture — Expenses -- 200 -- 4,200
Joint Venture — Sales 12,000 -- 7,800 -
Joint Venture — Commission 600 7,200
Joint Venture — Profit (1,900 @ 20%) 380 6,820
Bank — Final Payment - 6,820
In the books of Rakib
Journal Entries
Date Account Titles & Explanation Ref. | Debit (Tk.) | Credit (Tk.)
Joint Venture 5,000
Sujon 5,000
(Goods sent on Joint Venture by Sujon)
Joint Venture 300
Sujon 300
(Expenses paid by Sujon)
Joint Venture 4,000
Goods sent on joint venture 4,000
(Goods sent on Joint Venture business)
Joint Venture 200
Bank 200
(For payment of expenses)
Bank 12,000
Joint Venture 12,000
(To record goods sold)
Joint Venture 600
Commission Revenue 600
(To record 5% commission on sales)
Joint Venture 1,900
Sujon 1,520
Income Statement 380
(Profit on Joint Venture transferred)
Sujon 6,820
Bank 6,820
(Cash paid on final settlement)
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In the books of Rakib
Joint Venture
Balance
Date Account Titles Ref. Debit (Tk.) Credit (Tk.) Debit (Tk.) Credit (Tk.)
Sujon — Goods sent 5,000 5,000
Sujon — Expenses 300 5,300
Goods sent 4,000 9,300
Bank — Expenses 200 9,500
Bank — Sales - 12,000 - 2,500
Commission Revenue 600 - 1,900
Income Statement — Profit 1,900
Sujon Account
Balance
Date Account Titles Ref. Debit (Tk.) Credit (Tk.) Debit (Tk.) Credit (Tk.)
Joint Venture — Goods supplied 5,000 5,000
Joint Venture — Expenses 300 5,300
Joint Venture — Profit (1,900 @ 80%) 1,520 6,820
Bank — Final Settlement - 6,820
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What is meant by Joint Venture? Describe the features of Joint Venture.
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Mention the main differences between Consignment and Joint Venture.

Rahim and Karim entered into a Joint Venture and agreed share profits and losses in the ratio of 2:3.

They opened a Joint Bank Account in which Rahim and Karim contributed Tk. 18,000 and Tk.
15,000 respectively. They purchased 10 old Mobile sets at Tk. 1,600 each. They met the
reconditioning cost Tk. 2.800 from the Joint Bank Account. Carriage and other expenses Tk. 1,900
were borne by Karim. Karim received a cheque of Tk. 1,200 from Rahim. 9 sets were sold @ Tk.
2,600 each and the rest was taken over Karim at cost.

Pass necessary journal entries and prepare Joint Venture Account, Joint Bank Account and close the
accounts of the Venture.

Matin and Noor enter into a Joint Venture for the purchase and sale of second-hand Taxi Cab,

agreeing share profits and losses in the ratio of 3:2. On January 10, 2020, Matin bought 5 Taxi Cab
for Tk. 4,50,000 and on January 20, he paid tax and insurance Tk. 15,000. On January 31, 2020, he
sold these Cabs for Tk. 6,00,000, out of which he remitted Tk. 1,20,000 to Noor and the balance
deposited in his own bank account. On January 31, 2020, Noor bought three Cabs for Tk. 3,60,000
and he paid tax and insurance Tk. 15,000 and repair charges amounting Tk. 20,000. He sold one Cab
on February 2, 2020 for Tk. 1,60,000 which he paid in his own bank account. Matin then took over
the other Cabs at a valuation of Tk. 2,50,000 and the venture was closed on February 10, 2020.

Prepare journal entries in the books of Matin and Noor.

Ajit and Bashir entered into a Joint Venture to purchase and sell toys during the Baishaki season.

Profits and losses were to be shared equally between Ajit and Bashir. Ajit was purchased toys from
Jashim and send it Bashir of Magura, who would sell it. On 1.4.2020, Ajit purchased toys worth Tk.
10,00,000 and incurred the following expenses in sending it Bashir : (i) forwarding charges Tk.
50,000; and (ii) insurance charges Tk. 25,000. He immediately drew upon Bashir a bill of Tk.
10,00,000 for 3 months. The acceptance was discounted @ 15% p.a. and paid other expenses Tk.
50,000. The whole toys were sold at Tk. 20,00,000. He forwarded a cheque to Ajit for the amount
due on 31.07.2020

Prepare (a) Memorandum Joint Venture Account; (b) Bashir in Joint Venture in the books of Ajit;
and (c) Ajit in Joint Venture in the books of Bashir.



