Chapter 19: Final Accounts of the Sole Trader


Lesson Plan 19.1

Note: by the time we reach chapter 19, students should have learnt the concepts of Final Accounts in the earlier chapters. Here we need only to recall the concepts of Accounting Equation, Profit & Loss, Trading account and Balance Sheet.

	Topic: Final Accounts of Sole Trader 
	Class size: 40

	Subtopic/ chapter: Owner’s Equity/ Changes in capital
	Class ability: Average 

	Level: 3 Express 3NA
	Duration: 60 mins


Pre-requisite knowledge

	1. Basic double entry system of recording

	2. concepts: Going Concern, Historical Costs, Monetary Convention, Business Entity, Accounting Period, Matching concept

	3. know how to draw up ledger accounts and record transactions using double entry system

	4. know what the purpose of Trial balance and know how to draw up a Trial Balance

	5. understand the need to match revenue with expense to arrive at a profit/ loss figure in a Profit & Loss account

	6. know how to draw up a simple Profit & Loss account for service firm to determine profit/loss


Specific Instructional Objectives (SIO)

Students should be able to:

	1. know why and how to transfer profit/loss from Profit & Loss account to the Capital account.

	2. know why and how to close drawings to the capital account and bring down the balance.

	3. Present Owner’s Equity in the Balance sheet using “Capital + Net Profit – Drawings”


	Duration
	Subtopic
	Lesson plan
	Materials

	10 mins
	Definition of a sole proprietor
	A business with only one owner and he takes all the profits and bears all the losses.

Examples: hp trading business, stationery shop owner, pet shop owner, photocopying shop owner, bakery shop owner etc…

[alternative: we can also ask the students to come out with examples of business with only one owner that they can see around them]

( all the profit goes to them because they are the owner of the business. Similarly if the business suffers losses, they have to bear the losses as well.
	Photos of shops that students are familiar with (powerpoint?) 

	10 mins
	Recall Accounting Equation
	Assets = Owner’s Equity + Liabilities

Recall what is owner’s equity (ask the class)

-the amount that the owner contributed to the business (capital)

-the amount that the business owed to the owner

Q: So what can increase an owner’s equity? What can decrease it?

[answer: profits,  drawings/loss]

( because a sole proprietor keeps all the profits to himself and bears all the losses, therefore they form the components of the owner’s equity.


	Whiteboard marker



	10 mins

20 mins
	Changes in the Capital account

Transferring profit to Capital account.

Close drawings account.
	In order to show the changes in the capital, we will use transparency to give an overview picture. Power point may not be effective in this case.

Show a summary table with the Accounting Equation: 

               assets = capital + liabilities

· bring in expense/ revenue, P&L accounts

· bring in Capital, drawings accounts

· a balance sheet

· show the effects of rev & exp on capital

· show the effect of rev & exp in P&L

· what effect does the profit have on the capital? [increase OE]

· What effect does the drawings have on the capital? [reduce OE]

2 Examples

Given some information, recall how to draw up Profit & Loss a/c and also to record Capital and Drawings in the ledger accounts. [ double entry principles]

Illustrate with diagrams how to transfer the profit figure from P/L to the capital account. [double entry principle]

Transfer the drawings to the capital account to determine the final balance in the Capital account. Bring down the balance. 

Explain the concept of opening balance and the closing capital figure in the balance sheet.

Compare the Capital account with the OE in a balance sheet. Let the students realise that they represent the same thing:

OE= Capital + Net profit – drawings


	Transparency  19.1

Marker

OHP

Transparency 19.2 &

19.3

Marker



	10 mins
	Summary
	Closure

Summarise the lessons

-use the introduction summary table to summarise the lesson again.

Homework worksheets:

-test the students ability to come up with a P/L account to determine profit and transfer it to capital account. Test also their ability to close the drawings account to the Capital account. Close the Capital account and present a Balance sheet.


	Transparency 19.1

Worksheet 19.1

Worksheet 19.2








