Topic A02: Financial Reporting for Different Forms of Business Ownership     Student Worksheet Answer p.2

BAFS Elective Part – Accounting Module – Financial Accounting
Topic A02: Financial Reporting for Different Forms of Business Ownership

Activity 1
	
	Sole Proprietorship
	Partnership
	Limited Company

	Liabilities of owner(s)
	The owner has unlimited liability. He is personally liable for all debts
	Unlimited liability for general partners
Limited liability for limited partners
	Limited liability for shareholders

	Management of business
	By owner
	By partners
	By the board of directors

	Profit appropriation
	All to the sole owner
	Shared by partners according to partnership agreement
	Distribution of dividends to shareholders



Activity 2:  Matching  


[image: image1]
Activity 3a
	Appropriation account for the year ended 31 December 20xx

	
	
	$
	$

	Net profit
	
	
	86,305

	Add:
	
	Interest on drawings
	
	
	

	
	· Ming
	
	150
	

	
	· Lee 
	
	 51
	   201

	
	
	
	
	86,506

	
	
	
	
	

	Less:
	
	Partner’s salary - Lee
	
	25,000
	

	
	Interest on capital:
	
	
	

	
	· Ming
	
	9,000
	

	
	· Lee 
	
	 6,000
	40,000

	
	
	
	46,506

	Share of
	
	
	

	profit:
	
	Ming 2/3
	
	
	31,004

	
	Lee 1/3
	
	
	15,502

	
	
	
	
	46,506


Activity 3b
	
	Sole Proprietorship
	Partnership
	Limited Companies

	Number of owners entitled for profit sharing
	1
	At least 2
	Private: 1-50

Public: at least 1

	Financial Statement showing profit distribution
	/
	Appropriation account
	Appropriation part

	Item(s) for profit distribution to owners
	Net Profit
	Share of Profit
	Dividend distribution according to number of shares held

	Way to withdraw profit earned
	Drawings by sole proprietor
	Drawings by partners
	Distribution of dividends


Activity 3c

	
	$
	$
	
	$

	Financed by:
	
	
	
	

	Capital: 
	Ming
	
	
	
	180,000

	
	
	Lee
	
	
	
	120,000

	
	
	
	
	300,000

	Current accounts
	Ming
	Lee
	
	

	Add: 
	Interest on capital 
	9,000
	6,000
	
	

	
	
	Partner’s salary
	    -
	25,000
	
	

	
	
	Share of profit
	31,004
	15,502
	
	

	
	
	
	40,004
	46,502
	
	

	Less: 
	Interest on drawings
	150
	51
	
	

	
	Drawings
	 3,000
	 1,020
	
	

	
	
	36,854
	45,431
	
	 82,285

	
	
	
	
	
	382,285


Activity 3d
	
	Sole Proprietorship
	Partnership
	Limited Companies

	Presentation of Capital or Equity in the Statement of financial Position
	Capital
	Capital and Current
	Ordinary Shares ,
General Reserve and 
Retained Profits 


Sole Proprietorship





Unlimited liability











Does not have to share profits





Simplest and easiest to set up





Pools resources, knowledge and skills





More sources to obtain finance





Personally responsible for all losses





Easier to make business decisions





Separate ownership and management





Limited Company





Limited liability








Partnership





A separate legal entity





Possible conflicts between co-owners
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