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Accounting
1) How should Mr. Wrong have recorded the transaction? 
Mr. Wrong recorded the transaction wrongly. Recording transaction by a debiting to the cost of goods sold would mean that both Mr. Right and Wrong have incurred the expense of the withdrawal I.e. It would have meant that they have each taken the liability for the withdrawal and split the cost of $5000 equally since as per the partnership agreement the partners have to equally split the profit or loss. This would be unfair since Mr. Right had been not involved in the withdrawal.
The correct way to have recorded the transaction would have been by Debiting his Drawings account and further crediting the cost of goods sold account. This way all the cost for the withdrawal is solely incurred by Mr. Wrong.
	Mr. Drawings account

	Date
	Particulars
	Debit
	
	Credit

	2021
	Withdrawal of an antique
	$5000
	
	

	
	
	
	
	



	Cost of goods sold account

	Date
	Particulars
	Debit
	
	Credit

	2021
	Withdrawal of an antique
	
	
	$5000

	
	
	
	
	


What are the ethical aspects of Mr. Wrong’s action?
The ethical aspect of Mr. Wrong's action is Asset misappropriation. This is the use of company assets for personal purposes without properly recording the usage of the particular asset. Additionally Mr. Wrong is also liable for disclosure violations which are when one intentionally records a transaction in a way that does not confer with the set guidelines by GAAP. 
2) In this scenario Mr. White is correct. The partnership deed clearly states that all profits and losses should be shared in the ratio of 2:1. The additional $60000 should therefore be shared in the ratio of 2:1 that would mean Mr. White should receive 2/3*60000=$40000 and Mr. Black should receive 1/3*60000=$20000.
By following Mr. Black's suggestion the partners would be violating their partnership agreement since it states otherwise. Their current capital balances should not be considered when either sharing profits or losses however, the withdrawals taken by Mr. White should be factored in and properly accounted for. It is in such situations of disagreements that the partnership agreement prevails and to everyone's satisfaction (Duska et al., 2018). In case of further disagreements, the two partners should revise their partnership agreement to factor in such changes.
[bookmark: _GoBack]3) Under the new guidelines of the Generally Accepting Accounting Principles for consolidation entities the “new guidance would change some consolidation conclusions and, in some situations, eliminate disclosures that are currently required” [FAS]. Generally Accepted Accounting Principles have rules that provide “alternative methods of reporting the ownership interests you have in other businesses (Duska et al., 2018). Whether these interests require consolidating financial statements or reporting under the equity method generally comes down to the level of control your company had over the businesses in which it invests”. Under the Generally Accepted Accounting Principles it is required if a business voting power controls more than 50% if the voting shares. When the voting power is less than 50% then there are "contractual or business agreements between two enterprises may be sufficient to establish the requisite control that warrants consolidating financial statement". In 2002, Imp Corporation collapsed due to the illegal activity by the management and findings that Imp official's falsified financial condition by $1 billion. The officials enriched themselves by falsely raising the stock prices of Imp’s shares and getting rich off of the sales on the stock.
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