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Internal Assessment Resource

Accounting Level 3

	This resource supports assessment against:

Achievement Standard 91405

Demonstrate understanding of accounting for partnerships 

	Resource title: Mighty Mini Golf

	4 credits

	This resource:

· Clarifies the requirements of the standard

· Supports good assessment practice

· Should be subjected to the school’s usual assessment quality assurance process

· Should be modified to make the context relevant to students in their school environment and ensure that submitted evidence is authentic


	Date version published by Ministry of Education
	December 2012

To support internal assessment from 2013

	Quality assurance status
	These materials have been quality assured by NZQA. NZQA Approved number A-A-12-2012-91405-01-6001

	Authenticity of evidence
	Teachers must manage authenticity for any assessment from a public source, because students may have access to the assessment schedule or student exemplar material.

Using this assessment resource without modification may mean that students’ work is not authentic. The teacher may need to change figures, measurements or data sources or set a different context or topic to be investigated or a different text to read or perform.




Internal Assessment Resource

Achievement Standard Accounting 91405: Demonstrate understanding of accounting for partnerships 
Resource reference: Accounting 3.2A
Resource title: Mighty Mini Golf
Credits: 4
Teacher guidelines

The following guidelines are supplied to enable teachers to carry out valid and consistent assessment using this internal assessment resource.

Teachers need to be very familiar with the outcome being assessed by Achievement Standard Accounting 91405. The achievement criteria and the explanatory notes contain information, definitions, and requirements that are crucial when interpreting the standard and assessing students against it. 

Context/setting 

This activity requires students to prepare financial information for the formation of a new partnership called Mighty Mini Golf and to prepare the financial information for the second year of its business.

Conditions 

This is an individual assessment activity that could be done in-class and/or out-of-class time. The teacher will need to decide on the timeframe and the conditions – these should then be inserted in the student instructions.
Resource requirements 

Students may use an Excel spreadsheet (or a suitable alternative).
Additional information 

None.

Internal Assessment Resource

Achievement Standard Accounting 91405: Demonstrate understanding of accounting for partnerships 
Resource reference: Accounting 3.2A
Resource title: Mighty Mini Golf
Credits: 4
	Achievement
	Achievement with Merit
	Achievement with Excellence

	Demonstrate understanding of accounting for partnerships.
	Demonstrate in-depth understanding of accounting for partnerships.
	Demonstrate comprehensive understanding of accounting for partnerships.


Student instructions 
Introduction 
Sam owns a mini-golf park in Kaikoura. In order to introduce more capital into the business, he has decided to take on his friend Alex as a partner. The new partnership is to be set up on 1 January 2012 and is called Mighty Mini Golf.

This assessment activity requires you to apply and explain financial information for a new partnership. You will be assessed on the thoroughness and accuracy of the financial information you provide and on the extent to which you justify the application of partnership accounting elements.
This is an individual assessment activity <teacher to insert time and conditions here>. 
Teacher note: The assessment can be based on any formation and operation of a partnership where at least one partner contributes an existing business. The assessment could use case study information prepared by the students, with them writing their own partnership agreement, formation information, and trial balances. Students could investigate a partnership in the community and use their findings to prepare case study information. Case study information written by students would require:

· capital account entries, including an additional capital contribution, either cash or other asset(s) or transfer from current account

· the purpose of the partnership agreement and relevant clauses of the Partnership Act 1908

· entries for a range of profit-sharing clauses in partners’ current accounts and profit distribution statements such as: 
          – salaries

          – interest on capital

          – interest on drawings

          – share of residual profit or loss

· the equity section of the balance sheet including note.
Task
Using the information provided in Resources A and B, process and explain financial information for the formation of the partnership between Sam and Alex and for the second year of business for Mighty Mini Golf.

You are required to:

· prepare the general journal entries for the formation of the Mighty Mini Golf partnership between Sam and Alex on 1 January 2012 (refer to Resource A)
· prepare the Profit Distribution Statement for Mighty Mini Golf for the year ended 31 December 2013 (refer to Resources A and B) 
· prepare the following general ledger accounts for the year ended 31 December 2013 (refer to Resource B):
· ​Capital (Sam)

· Capital (Alex)

· Current (Sam)

· Current (Alex)
· prepare the equity section and accompanying notes to the Statement of Financial Position for Mighty Mini Golf as at 31 December 2013, using Resource B and the general ledger accounts you have completed
· explain the following:
· Goodwill has been included in the assets of Mighty Mini Golf. What does this goodwill represent for the new partnership? You are not required to discuss how goodwill is calculated.
· How would profits have been distributed between Sam and Alex if their lawyers had not drafted the partnership agreement at the time of formation? Justify your reasoning. You are not required to perform any profit distribution calculations in this explanation.
· With reference to the partnership agreement (Resource A) for Mighty Mini Golf, explain the benefits of the clauses to the partnership. Ensure that you explain the benefits to the partnership for all of the clauses in the agreement. For example, explain why the partnership has a clause that charges interest to Sam and Alex for drawings in excess of $20 000.

Resource A

The formation of Mighty Mini Golf 

Sam’s mini-golf business has the following assets, liabilities, and equity as at 
1 January 2012.

	ASSETS
	
	LIABILITIES
	

	Bank
	
	$900
	Accounts payable
	$3 500

	Accounts receivable 
	$5 100
	
	GST payable
	$4 900

	Less allowance for doubtful debts
	($100)
	$5 000
	Mortgage 
	$100 000

	Buildings
	$150 000
	
	
	

	Less accumulated depreciation
	($95 000)
	$55 000
	
	

	Land
	
	$100 000
	
	

	Mini-golf equipment
	$12 000
	
	EQUITY
	

	Less accumulated depreciation
	($9 500)
	$2 500
	Capital
	$55 000

	
	
	$163 400
	
	$163 400


Sam and Alex agree to the following:

· Sam will personally pay the GST owing

· the assets and liabilities are to be taken over at carrying amount with these exceptions:

· buildings have an agreed value of $70 000

· accounts receivable has an agreed value of $4 950

· Sam’s contribution to the new partnership has an agreed value of $80 000

· Alex will contribute sufficient cash to make his capital contribution one-third of the total capital of the partnership.

Sam and Alex’s partnership agreement has the following clauses:

· Sam’s salary is $8 000 p.a. and Alex’s is $10 000 p.a. 
· interest on current accounts is charged or credited at 4% of opening balances
· interest on capital accounts is earned at 5% p.a. on opening balances
· interest on drawings is charged at 10% on the amount of drawings above 
$20 000

· residual profits and losses are shared between Sam and Alex in the ratio of 3:2, respectively.
Resource B

Mighty Mini Golf has been operating for two years. The trial balance for the end of the second year of operating (31 December 2013) is shown below. 
Information for the year ended 31 December 2013:

· on 1 July 2013, Sam contributed an additional $10 000 cash
· on 1 July 2013, Alex transferred $10 000 from his current account to his capital account
· the net profit for the year ended 31 December 2013 was $82 500. 
	Mighty Mini Golf

Trial Balance as at 31 December 2013

	Bank
	$43 400
	Accounts payable
	$4 940

	Buildings
	$175 000
	Accumulated depreciation on buildings
	$40 000

	Current – Sam
	$9 000
	Accumulated depreciation on mini-golf equipment
	$1 000

	Drawings – Alex
	$25 000
	Capital – Alex
	$55 000

	Drawings – Sam
	$38 000
	Capital – Sam
	$98 000

	Land
	$100 000
	Current – Alex
	$4 000

	Mini-golf equipment
	$12 000
	GST payable
	$9 000

	Petty cash
	$40
	Mortgage (due 2020)
	$108 000

	
	
	Income statement summary
	$82 500

	
	$402 440
	
	$402 440


Assessment schedule: Accounting 91405 Mighty Mini Golf
	Evidence/Judgements for Achievement 
	Evidence/Judgements for Achievement with Merit
	Evidence/Judgements for Achievement with Excellence

	The student has demonstrated understanding of accounting for partnerships.

The student has prepared general journal entries for the formation of the partnership, showing an understanding of the contributions made by Sam and Alex.

The student has prepared capital and current ledger accounts that show an understanding of given figures in the partnership agreement. 
The student has completed the Profit Distribution Statement and has a zero balance divided correctly and demonstrates that items are deducted from the profit distribution.
The student has prepared the equity excerpt including note. The figures derived from the additional information have been correctly treated. 

Errors that have no significant impact are acceptable. 

For example:

The student has shown the correct capital for Sam and/or Alex, correctly labelled, and the figures provided for assets and/or liabilities for Sam and/or Alex have been correctly treated.

The student has demonstrated correct treatment of the salary for Sam.
The student has described each of these with respect to the partnership’s ability to continue operations:
· why goodwill is included and what the goodwill represents 

· the amount that each partner would receive in the event of no partnership agreement clause being in place
· the reason for specific clauses in the partnership agreement.
The examples above relate to only part of what is required, and are just indicative.
	The student has demonstrated in-depth understanding of accounting for partnerships.

The student has prepared general journal entries for the formation of the partnership using the agreed values, including calculated values. 

The student has prepared capital and current ledger accounts, correctly treating figures (given and calculated) that are based on the partnership agreement. 

The student has completed the Profit Distribution Statement correctly applying income summary and has a zero balance. This allows for errors that are numerical in nature rather than lack of understanding. The profit share is calculated consistently with these errors.
The student has prepared the equity excerpt including notes, correctly treating the figures provided and the figures derived from the additional information. 

Errors that have no significant impact are acceptable.

The student has explained the significance of the following elements with respect to this particular partnership’s ability to continue operations:
· why goodwill is included and what the goodwill represents 

· the amount that each partner would receive in the event of no partnership agreement clause being in place, and the Partnership Act to which this relates
· the reason for specific clauses in the partnership agreement and how they are used by the partners or why they are important.
The examples above relate to only part of what is required, and are just indicative.


	The student has demonstrated comprehensive understanding of accounting for partnerships.

The student has prepared general journal entries for the formation of the partnership, with the goodwill for Sam correctly adjusted and the correct agreed values used for Sam and Alex, with no foreign items.

The student has prepared capital and current ledger accounts, correctly treating figures (given and calculated) that are based on the partnership agreement, with no foreign items. 

The Profit Distribution Statement is correctly applied using income summary – insignificant calculation errors due to previous calculation errors can be ignored.
The student has prepared the equity excerpt, including notes, for all financial elements, correctly treating the figures provided and the figures derived from the additional information, with no foreign items. 

Errors that have no significant impact are acceptable.

The student has justified the significance of the following elements with respect to this partnership’s ability to continue operations:
· why goodwill is included and what the goodwill represents 

· the amount that each partner would receive in the event of no partnership agreement clause being in place, the Partnership Act this relates to and how it applies to this situation, and the consequences of not having this specific clause
· how specific clauses are used by the partners in the partnership agreement and why they are important, and has included an example of a consequence of not having such clauses.
The examples above relate to only part of what is required, and are just indicative. 


Final grades will be decided using professional judgement based on a holistic examination of the evidence provided against the criteria in the Achievement Standard.
NZQA Approved
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