JOINT VENTURE
1. What is a joint venture?

Joint venture is a temporary association of two or more persons agreed to join together for carrying on a specific business venture with a view to share the profit or loss thereof. The parties to a joint venture are called co- venturers.
2. Give four characteristics of joint venture.

(a) It is an agreement between two or more persons.

(b) The agreement is made for carrying on specific business.

(c) It is temporary arrangement without use of firm’s name.

(d) All the co-venturers or any one of them on behalf of others may manage a joint venture.

3. What are the objectives of joint venture?

(a) Pooling of funds

(b) Combination of skills.

(c) Sharing of risk

4. State differences between consignment and joint venture.

	Points
	Joint Venture
	Consignment

	Relation
	Persons carrying on venture are known as co-venturers.
	The relationship between consignor & consignee is that of principal & agent

	Expenses
	Expenses are met by co-venturers.
	Expenses are met by consignor.

	Reward
	Profit is   the reward for the co-venturer.
	Profit is reward for principal and commission for agent

	No. Of parties
	There can be more   than two persons.
	There are two parties.


5. In what way joint venture is different from partnership?

	Points
	Joint Venture
	Partnership

	Name
	Joint venture does not use firm name.
	Partnership uses firm’s name.

	No. Of members
	Minimum is two and there is no limit for maximum.
	Minimum is two and maximum is 20.

	Name of members
	Co-venturers
	Partners

	Maintenance of accounts
	It is not absolutely necessary to have separate books of accounts.
	It is absolutely necessary to have separate books of accounts.


6. Give three similarities between joint venture & partnership.

(a) There should be at least two members.

(b) Business is carried for profit.

(c) All the members contribute capital.

7. Name the different methods of recording joint venture transactions.

(a) Recording of transactions in a separate set of books (Joint Bank Method)

(b) Recording of transactions in the books of one venturer.

(c) Recording of transactions in the books of all the venturers. (Memorandum Joint Venture Method)

8. What are the accounts  opened under Joint Bank Method?

Generally, the following accounts are opened under Joint Bank Method:

(a) Joint Bank Account: This account is used for recording cash and bank transactions of joint venture

(b) Co-venturers’ Accounts:  They are personal account in nature and are used to record their dealings with business and to determine the amount due to/from them.

(c) Joint Venture Account: This is a nominal account in nature and is used to ascertain the profit or loss of the joint venture. It is prepared just like Trading Account. The difference between debit and credit sides shows profit /loss.

9. What is  the purpose of opening joint bank account for joint venture?

This account is opened to record contributions made by co-venturers and joint venture cash and bank transactions. The joint bank account will automatically get closed when the amount due to/from them is finally settled.

10. What do you mean by Memorandum Joint Venture Account?                         

Memorandum Joint Venture Account is just like Profit & Loss Account. It enables a venturer to ascertain his/her share of profit/loss from the venture. It is prepared at the end of the venture by each venturer using the information received from the other venturer to find out profit/loss.

11. Distinguish between Joint Venture Account and Joint Venture Account with Co-venturer Account.

(a) Joint Venture Account is nominal account in nature; where as Joint Venture Account with Co-venturer Account is personal account in nature.

(b) Joint Venture Account is used to calculate profit/loss made on joint venture, where as Joint Venture Account with Co-venturer Account is used by other venturer to record transactions relating to joint venture.

12. How is abnormal loss treated in joint venture account?

In case of abnormal loss in join venture, no journal entry is required. However the claim admitted by  insurance company  is credited in joint venture account.
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