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Reconstitution of a Partnership Firm
Retirement/Death of a Partner

New profit sharing ratio is the ratio in which the remaining partners will share future
profits after the retirement or death of any partner. The new share of each of the remaining
partner will consist of his own share in the firm plus the share acquired from the retiring
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Consider the following situations :

(a) normally, the continuing partners acquire the share of retiring or deceased partners in the
old profit sharing ratio, and there is no need to compute the new profit sharing ratio among
them, as it will be same as the old profit sharing ratio among them. In fact, in the absence of any
information regarding profit sharing ratio in which the remaining partners acquire the share of
retiring/deceased partner, it is assumed that they will acquire it in the old profit sharing ratio
and so share the future profits in their old ratio. For example, Asha, Deepti and Nisha are
partners in a firm sharing profits and losses in the ratio of 3:2:1. If Deepti retires, the new profit

sharing ratio between Asha and Nisha will be 3:1, unless they decide otherwise. (T) 3 diX
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(b) The continuing partners may acquire the share in the profits of the retiring/deceased partner
in a proportion other than their old ratio, In that case, there is need to compute the new profit
sharing ratio among them, and it will be equal to sum total of their respective old share and the
share acquired from the retiring/deceased partner. For example: Naveen, Suresh and Tarun are

partners sharing profits and losses in the ratio of 5:3:2. Suresh retires from the firm and his share
was required by Naveen and Tarun in the ratio 2:1. In such a case, the new share of profit will
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New share of Continuing Partner = Old Share + Acquired share from the Outgoing Partner

Gaining Ratio 2 : 1
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Thus, the new profit sharing ratio of Naveen and Tarun will be =7 : 3.

(c) The contributing partners may agree on a specified new profit sharing ratio: In that case the
ratio so specified will be the new profit sharing ratio.

Gaining Ratio



The ratio in which the continuing partners have acquired the share from the retiring/deceased
partner is called the gaining ratio. Normally, the continuing partners acquire the share of
retiring/deceased partner in their old profit sharing ratio, In that case, the gaining ratio of the
remaining partners will be the same as their old profit sharing ratio among them and there is no
need to compute the gaining ratio, Alternatively, proportion in which they acquire the share of
the retiring/deceased partner may be duly spacified. In that case, again, there is no need to
calculate the gaining ratio as it will be the ratio in which they have acquired the share of profit
from the retiring deceased partner. The problem of calculating gaining ratio arises primarily
when the new profit sharing ratio of the continuing partners is specified. In such a situation, the
gaining ratio should be calculated by, deducting the old share of each continuing partners from
his new share. For example, Amit, Dinesh and Gagan are partners sharing profits in the ratio of
5:3:2. Dinesh retires. Amit and Gagan decide to share the profits of the new firm in the ratio of
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Thus, Gaining Ratio of Amit and Gagan = 1:2

This implies Amit gains % and Gagan gains % of Dinesh’s share of profit.

Gaining share of Continuing Partner = New share - Old share

Distinction between Gaining ratio and Sacrificing Ratio.
1. Meaning
2. Partner
3. Mode of calculation
4. When to calculate



