Fifth axis: Studying some accounts of the first class

We limit our study to account 12 "the result of the exercise",
account 11 "the retained earnings" and account 106 "the
reserves".

1- Result of the year account (the account 12)

Account 12 is recorded as the balance of products accounts and
expenses accounts for the fiscal year when settling accounts 7
and accounts 6.

» The balance of A/12 is credit and represents profit (or
surplus) if the products are in an amount that exceeds the
expenses (here we use A/120).

Date

7.. products accounts X

6.. | expenses accounts X

120 | result of the fiscal year (profit)

(End of year works: products are more

than expenses)

» The A/12 balance is debit and represents a loss (or deficit)
if the expenses are in an amount that exceeds the products
(here we use A/129).

Date
129 products accounts X
7.. result of the fiscal year (loss) X
6.. | expenses accounts
(End of year works: expenses are more
than products)

In commercial companies:

Account 12 (profit or loss) shall be liquidated according to the
decision issued by the competent authorities (the ordinary
general meeting of shareholders or partners).

» In the case of a profit, part of it is usually distributed to
the partners, part is allocated for the formation of reserves,
and another part may postpone the decision to allocate it to
a later final decision, according to the following restriction:

Date
120 result of the fiscal year (profit) X

106 | Reserves X
457 | Partners: payable shares

455 | Partner: current account

110 | Result postponement

(Minutes of the ordinary general
meeting of shareholders or partners)

> In the event that the result is a loss, the decision to
allocate it is usually postponed to a later final decision,
according to the following constraint:

Date

Result postponement (loss) X

result of the fiscal year (loss) X
(Minutes of the ordinary general

meeting of shareholders or partners)

119
129
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In the individual establishments:

Account 12 is transferred to account 101 “exploitation funds”
on the first day of the opening of the fiscal year following the
year of its completion. (The capital is increased if it is a profit
and the capital is decreased if it is a loss) as following:

» In the case of a profit, Exploitation funds increase
according to the following entry:

Date

result of the fiscal year (profit) X
Exploitation funds X
(transfer of result (profit) into capital)

120
101

» In the case of a loss, Exploitation funds increase according
to the following entry:

Date

Exploitation funds X
result of the fiscal year (loss) X
(transfer of result (loss) into capital)

101
129
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2- Carry forward account (the account 11)

Part of the result, whether profit or loss, which the general
assembly of partners postponed the decision to allocate to a
later final decision, is recorded in account 11"
postponement" .

This account is divided into the following sub-accounts:
A/110: " postponement of Profit"
A/119: "postponement of Loss"

» In the case of a profit :
Part of the profit result, which the general assembly of partners
postponed the decision to allocate to a later final decision, is

recorded on the creditor side of account 110" profit
postponement" according to the following entry:
Date
120 result of the fiscal year (profit) X
110 | Profit postponement X

(Minutes of the ordinary general
meeting of partners)

» In the case of a loss :
Part of the loss result, which the general assembly of partners
postponed the decision to allocate to a later final decision, is

recorded on the debtor side of account 119" loss
postponement" according to the following entry:
Date
119 Loss postponement X
129 | result of the fiscal year (Loss) X
(Minutes of the ordinary general
meeting of partners)
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3- Reserves account (the account 106)

The reserves are part of the profit permanently allocated to
the entity unless otherwise decided by the competent
authorities. It is divided into:

- Legal reservations (determined by Algerian commercial law)
-Optional reservations (decided by the General Assembly).
-Regulated reserves (determined by the statute of the
company).

when forming reserves, the entry shall be:
Date
result of the fiscal year (profit) X
Reserves X
(Minutes of the ordinary general
meeting of shareholders or partners)

120
106

When using reserves (incorporating them into the capital
or distributing them), the entry shall be:

Date
106 Reserves XXX
101 | company's capital X
457 | Partners: payable shares X
455 | Partner: current account X
(Minutes of the ordinary general
meeting of shareholders or partners)
Example

On April 1, 2007, a joint venture company was formed
between Abdel Rahman, Abdel Hamid and Laila, with a capital
of 800,000 DZD. The share of the director, Abdel Rahman,
was 100,000 DZD, Laila’s share was 400,000 DZD, and the
rest was Abdel Hamid’s share.

The company's basic law stipulates the distribution of profits to
the partners according to their contributions to the capital.

At the end of 2007, the company achieved a net profit of
300,000 DZD, and the partners decided to distribute the profit
as follows:

* A reward for the managing partner of 10% of the result

* Creating reserves in the amount of 10,000 DZD

* Distributing 120,000 DZD to the partners according to their
contributions to the capital.

* Postponing the allocation of the remainder until a later final
decision.

Required:

1- Calculating each partner’s share of the result.

2- Recording in the journal the profit distribution process

3- At the end of the year 2008, the company achieved a net
result (loss) of 20,000 DZD. The partners decided to postpone
its allocation until a later final decision, requesting that this be
recorded in the journal. Then find the balance of Account /11
4- At the end of the year 2009, the company achieved a net
profit of 100,000 DZD, and the partners decided to distribute
the profit as follows:

* A reward for the managing partner of 10% of the result

* Distribute the remainder, after adding the reserves and the
transferred amounts again, to the partners according to their
contributions to the capital

- Record The dividend distribution for the year 2009. P 03
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1)Calculating each partner’s share of the distributed profits
designation Partner Abdel Rahman Partner Laila Partner Abdel Hamid
Reward for the managing partner 30000 30000

Reserves 10000
Distributed amount 120000

The rest is for Postponing 140000

120000x 1/8= 15000

120000% 4/8= 60000

120000% 3/8= 45000

The Total 45000 60000 45000
ggfggzl;nting recording of the dividend distribution process 2007 i b i &S {lal ol Jiaall) (2
12/31/2007 2007/12/31
120 result of the fiscal year 300000 300000 | Al Al dagm 120
106 | Reserves 10000 10000 clllaa¥l | 106
110 | Result postponement 140000 140000 2 e dsae | 110
4551 | P A Rahman: current account 45000 45000 Ueay g solaz | 4551
4552 | P A Hamid: current account 45000 45000 wealle s la 7 | 4552
4553 | P A Leila: current account 60000 60000 s esz | 4553
(Minutes of the ordinary EET raxa)
general meeting of (Ral)) yasadsl
partners)
Ll At Qamad Jaali dlead dsa gal) (& Jiaeadl) (3
Registration in the journal for the process of postponing . 2008
the allocation of results for the year 2008. 2008/12/31
12/31/2008 20000 | (Polsd) 2> e s 119
119 Loss postponement 20000 20000 (5 ) Ll A A | 129
129 | result of the fiscal year (Loss) 20000 £ &z rana)
(Minutes of the ordinary general (2008 dafii yapadil

meeting of partners)

The balance of Account 11 becomes a credit of 120000 DZD

4)Accounting recording of the dividend distribution process

for 2009

Reward for the managing partner 10000 x 10% = 10000

Distributed amount =90000+120000+10000 = 220000

AbelRahmane:10000+220000 x 1/8 = 37500
Abdel hamid: 220000 x 3/8 = 82500
Leila: 220000 x 4/8 = 110000

120
106
110
4551
4552
4553

12/31/2009

result of the fiscal year
Reserves
Result postponement
P A Rahman: current account
P A Hamid: current account
P A Leila: current account

(Minutes of the ordinary

general meeting of

partners)

100000
10000
120000

37500
82500
110000
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220000=10000+120000+90000= 2 55! J:L&l) alual)
37500 = 1/8 x 220000 + 10000 :otes ) 3

82500 = 3/8 x 220000 : sl 1

110000 = 4/8 x 22000 : L
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82500
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