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1 Foundations of Accounting

Series outline

This Series introduces learners to the basic concepts.of accounting, its
scope, and its role in financial information systems. It sets the stage for
deeper exploration in later Series.

1.1 Nature and Scope of Accounting
1.1.1 Definition of Accounting
1. 1.2 Scope and Functions of Accounting
1. 1.3 Importance of Accounting in Business and Society

1.2 Historical Development and Evolution of Accounting
1.2.1 Early Practices._of Record-Keeping
1. 2.2 Growth of Modern Accounting Systems
1.2.3 Accounting in the Digital Age

1.3 Basic Concepts and Prineiples of Accounting

1. 3.1 Fundamental Accounting Concepts (e.g., entity, going concern,
accrual)

1. 3.2 Accounting Principles and Standards

1. 3.3 Role of Ethics in Accounting

124 The Accounting Equation and Double Entry Principle
1. 4.1 Structure of the Accounting Equation
1.4.2 Double Entry Principle Explained
1.4.3 Application in Recording Transactions
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Introduction

Accounting is often described as the language of business because it provides a structured way of recording,
summarising, and communicating financial information. From small family enterprises to large multinational
corporations, accounting plays a vital role in ensuring that financial activities are properly documented and
reported. Without this foundation, it would be difficult for organisations to make informed decisions, maintain
transparency, or comply with regulatory requirements. This Series therefore sets the stage for your journey into
financial accounting by focusing on its very roots.

The aim of this Series is to equip you with a clear understanding of the foundations of accounting; including its
nature, scope, historical development, basic concepts, and the principles that underpin the accounting equation
and double entry system.

We shall commence this Series by examining the nature and scope of accounting, where you will learn what
accounting is, the functions it performs, and its importance in society. Next, we will explore the historical
development and evolution of accounting, tracing its journey from early record-keeping practices to modern digital
systems. Following that, we will study the basic concepts and principles of accounting, including fundamental
assumptions, standards, and the role of ethics. Finally, we will conclude the Series by focusing on the accounting
equation and the double entry principle, showing how these provide the structural backbone for recording
transactions.

Series Learning Outcomes
Upon completing this Series, you should be able to:

SLO 1.1 define accounting clearly and explain its scope, functions, and importance in business and society,

SLO 1.2 describe the historical developmentof accounting and analyse its evolution into modern digital systems,
SLO 1.3 explain fundamental accounting.concepts and principles, including standards and ethical considerations,
and

SLO 1.4 demonstrate the application of the accounting equation and the double entry principle in recording
transactions.

1.1 Nature And Scope Of Accounting

1.1.1 Definition of accounting

Accounting is the systematic process of identifying, measuring, recording, and communicating financial
information about an_.organisation. It provides a structured way of documenting transactions so that stakeholders
such as managers, investors,and regulators can make informed decisions. In simple terms, accounting is the
language through which businesses tell their financial story.

Fill in the blank: Accounting is the systematic process of , measuring, recording, and communicating
financial information.

[Insert figure here]

Diagram showing the flow of accounting information from transaction to reporting.

Caption: Figure 1.1 Flow of accounting information

Al prompt suggestion: “Generate a simple diagram showing the flow of accounting information: transaction >
recording - summarising - reporting.”

Search string: “accounting information flow diagram OER”

-
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1.1.2 Scope and functions of accounting

The scope of accounting refers to the range of activities it covers, from recording day-to-day transactions to
preparing financial statements. Its functions include:

- Recording transactions systematically,

- Classifying and summarising financial data,

- Preparing reports such as income statements and balance sheets, and

- Communicating financial information to stakeholders.

Accounting also supports compliance with laws and regulations, and provides a basis for evaluating performance.

Fill in the blank: The scope of accounting includes recording, classifying, summarising, and financial
information.

Caption: Table 1.1 Functions of accounting
[Insert table here]
Short description: A table listing the main functions of accounting with brief explanations.

FUNCTIONS OF ACCOUNTING

Chronolorically logs financial transactions

RECORDING in journals.

Sorts and groups similar

CLASSIFYING transactions into ledgers (e.g.,

Accounts Payable).

Condenses financial data into reports

SUMSMARISING like Income Statements, Balance Sheets,
Sheets, and Cash Flow Statements.

Presents financial information to
COMMUNCIATIOE stakenders (owners, investors, crediors,

management).

Source: Open Educational Resources.

-
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1.1.3 Importance of accounting in business and society

Accounting is important because it ensures transparency, accountability, and informed decision-making. For
businesses, it helps track profitability, manage resources, and plan for growth. For society, it supports trust in
financial systems, enables taxation, and provides data for economic planning.

For example, without proper accounting, a company may not know whether it is making a profit or loss, and
governments may struggle to collect fair taxes.

Fill in the blank: Accounting ensures , accountability, and informed decision-making in both business
and society.

Caption: Box 1.1 Importance of accounting in society

IMPORTANCE OF ACCOUNTING IN SOCIETY

» Transparency: Provides clear financial information, fostering
trust and accaumibilityiusineses governments and
non-profits.

¢ Taxation: Ensuras fair t accurate calculation calculation frof
collection, fundig public public services and
infrastructure

* Planning: Enables informed delisn-deciking for individuals
individuals busineses, and senses and governmens by
finaincial perfo-and foreesatling future trends

Source: Open Educational Resources.

Short description: A boxed text highlighting how accounting supports transparency, taxation, and economic
planning.

-

S L A-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Pilot questions 1.1

1. Which term describes the systematic process of recording and communicating financial information?
2. List two functions of accounting.

3. What is meant by the scope of accounting?

4. Why is accounting considered the language of business?

5. State one reason why accounting is important to society.

1.2 Historical Development And Evolution Of Accounting

1.2.1 Early practices of record-keeping

The earliest forms of accounting can be traced back to ancient civilisations such as Mesopotamia, Egypt, and
Rome. Merchants and rulers needed ways to keep track of trade, taxes, and resources. **Record-keeping** refers
to the practice of documenting transactions and resources for future reference. These early systems were often
simple, using clay tablets, papyrus, or tally sticks to record exchanges. Although basic, they laid the foundation for
modern accounting by emphasising the importance of accurate records.

Fill in the blank: Early civilisations used tablets, papyrus, and tally:sticks to record transactions.

Image showing ancient clay tablets used for record-keeping.
Caption: Plate 1.1 Ancient record-keeping methods

”

1.2.2 Growth of modern accounting systems
The development of **double entry bookkeeping**, introduced in the fifteenth century by Luca Pacioli, marked a
turning point in accounting history. Double entry bookkeeping is a system where every transaction is recorded
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twice, once as a debit and once as a credit, ensuring accuracy and balance. This innovation allowed businesses to
track profits and losses more reliably. Over time, accounting systems became more structured, with the
introduction of ledgers, journals, and financial statements.

Fill in the blank: The double entry system records each transaction twice, once as a and once as a

credit.

DOUBLE ENTRY
BOOKBOPPING

BUSINESS
TRANSACTION

DEBIT (DR) CREDIT (CR)

* Increases in Assets
e Decreases in Liabilities
* Decreases in Equity
* Increases in Expenses
* Decreases in Revenue

* Decreases in Assets

* Increases in Liabilities
* Increases in Equity

* Decreases in Expenses
* Increases in Revenue

DEBITS = CREDITS

Source: Open Educational Resources.

Diagram showing debit and credit entries in double entry bookkeeping.
Caption: Figure 1.2 Double entry bookkeeping system

1.2.3 Accounting in the digital age

In recent decades, accounting has evolved with the rise of computers and digital technologies. **Digital
accounting** refers to the use of electronic systems and software to record, process, and report financial
information. These systems improve efficiency, reduce errors, and allow for real-time reporting. Modern tools such
as spreadsheets, accounting software, and cloud-based platforms have transformed the way organisations manage
their finances. Today, accountants can analyse large volumes of data quickly and provide insights that support
strategic decision-making.

-

S L A-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Fill in the blank: Modern accounting systems often use -based platforms to store and process financial
information.

FEATURES OF DIGITAL ACCOUNTING

 Efficiency: Automates tasks like data entry and
information, reconliliation, saving time and reducing
manual effort.

* Accuracy: Minimimizs human error through automated
calculations valdation, improving reliabilty.

* Real-ttime Reporting: Provides access data and reports,
quicliker deciision-maiking.

» Real-time Reporting: Provides instant access o financial
dincreases in Expenses
Decreases in Revenue

» Data Analysis: Utilizes for insights itto performance, foreasting
and trend iestinzte trends.

Source: Open Educational Resources.

Box 1.2 Features of digital accounting
Short description: A boxed text highlighting key features of digital accounting such as efficiency, accuracy, and real-
time reporting.

Pilot questions 1.2

1. Which ancient civilisations first practised record-keeping for trade and taxation?
2. Who'introduced the double entry bookkeeping system in the fifteenth century?
3. What is the main advantage of double entry bookkeeping?

4. Define digital accounting and state one of its benefits.

5. Give one example of a modern tool used in digital accounting.

1.3 Basic Concepts And Principles Of Accounting

-
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1.3.1 Fundamental accounting concepts

**Accounting concepts** are the basic assumptions that form the foundation of financial reporting. They guide
how transactions are recorded and interpreted. Examples include the entity concept, which states that the
business is separate from its owner, the going concern concept, which assumes that the business will continue
operating in the foreseeable future, and the accrual concept, which requires that revenues and expenses are
recognised when they occur, not when cash is received or paid.

Fill in the blank: The concept assumes that a business will continue operating in the foreseeable
future.

FUNDAMENTAL ACCOUNTING CONCEPTS

ACCOUNTING ENTITY CONCERT] GOING CONCERN CONCEPT ACCRUAL CONCEPT

« Treats a business as « Assumes a business will « Recognizes revenues
separate from owners and continue of operate when earned and
other businesses. Ensuras inforitely indinitiely iito the expenses when incurred,
Ensures only business future. Justlifies oha regardess is hen cash
transactions are the use of historical when cash of received or
recorded. cost. and trestioined or paid.

Source: Open Educational Resources.

Diagram showing the three fundamental accounting concepts: entity, going concern, and accrual.

1.3.2 Accounting principles and standards

**Accounting principles** are the rules and guidelines that govern how financial transactions are recorded and
reported. They ensure consistency, reliability, and comparability of financial information. Internationally, these
principles are codified in standards such as the International Financial Reporting Standards (IFRS). Standards

-
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provide detailed instructions on how to treat specific items like revenue, assets, and liabilities, ensuring that
financial statements are meaningful and trustworthy.

Fill in the blank: Accounting principles ensure consistency, reliability, and of financial information.

ACCOUNTING PRINCIPLES

PRINCIPLE DEFINITION

CONSISTENCY Requires the sarpe accounting methods to
to used from period to portod to allow
for comparaible

PRUDENCE Requires caution when making judgents,

(CONSERVISTAM) leading leading to understating assets/
insts/income and overstating liabilities/
expenses

MATERIALITY Allows ignoring strict accouiting rules

for insifificant items tha would not
influence the decisions of users

Source: Open Educational Resources.

Table 1.2 Examples of accounting principles
Short description: A table listing key accounting principles such as consistency, prudence, and materiality with brief
explanations.

1.3.3 Role of ethics in accounting

**Accounting ethics** refers to the moral principles and professional standards that guide accountants in their
work. Ethical behaviour ensures honesty, fairness, and integrity in financial reporting. Without ethics, accounting
information could be manipulated, leading to loss of trust and harmful consequences for businesses and society.
Professional bodies such as the International Federation of Accountants (IFAC) emphasise ethical codes to
maintain credibility in the profession.

Fill in the blank: Ethical behaviour in accounting ensures honesty, fairness, and in financial reporting.

-
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ETHICAL PRINCIPLES IN ACCOUNTING

ACONSSTEN ON CONCEPT

* Integrity: Be stradtffoward and honest in all business
relationships.

* Objecttivy: Not allow biss, conflict be interest, or undue
influence of business judgments.

* Obpjectional puchance and oversating profestating liabillities/

* Professional Competence and Due Care Maintain knowlesede
the level the enure clients or employers receive tave professional
service; act diligently at diligently in applicical of acordance and
professional standards

Source: Open Educational Resources.

Box 1.3 Ethical principles in accounting
Short description: A boxed text highlighting key ethical principles such as integrity, objectivity, and professional
competence.

Pilot questions 1.3

1. What is meant by the entity concept in accounting?

2. State the assumption behind the going concern concept.
3. Why are accounting principles and standards important?
4. Give one example of an international accounting standard.
5. List two ethical principles that guide accountants.

1.4 The Accounting Equation And Double Entry Principle

1.4.1 Structure of the accounting equation
The **accounting equation** is the foundation of financial accounting. It expresses the relationship between
assets, liabilities, and equity. The equation is written as: Assets = Liabilities + Equity. This means that everything a

-
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business owns (assets) is financed either by what it owes (liabilities) or by the owner’s investment (equity). The
equation ensures that the balance sheet always remains balanced.

Fill in the blank: The accounting equation is expressed as = Liabilities + Equity.

THE ACCOUNTING EQUATION

LIABILTIES
EQUITY

ASSETS >

ASSETS = LIABILITIES + EQUITY

Source: Open Educational Resources.

Diagram showing the accounting equation with assets on one side and liabilities plus equity on the other.

1.4.2 Double entry principle explained

The **double entry principle** is a system of recording transactions where each entry has two aspects: a debit
and a credit. This principle ensures that the accounting equation remains balanced. For example, when a business
purchases equipment with cash, the equipment account is debited, and the cash account is credited. This dual
recording provides accuracy and reduces the risk of errors.

Fill in the blank: The double entry principle requires that every transaction has both a and a credit.

-
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EXAMPLES OF DOUBLE ENTRY
TRANSACTIONS

DOUBLE ENTRY
FRANSACTIEN (DEBIT/CREDIT)
Purchase of Equipment  Debit: Equipment (increases
for Cash Asset)

Payment of Monthly Rent e Dedit: Rent Expense (increases

Expense
Receipt of Cash from ¢ Debit: Rent Expense (increases
Customer for Services dacueases Asset)

 Service Service Rvenue
(increases Revenue)

Source: Open Educational Resources.

Table 1.3 Examples-of double entry transactions
Short description: A table showing sample transactions with corresponding debit and credit entries.

1.4.3 Application in recording transactions

Applying the accountingiequation and double entry principle in practice involves recording transactions in journals
and ‘posting them to ledgers. Each transaction affects at least two accounts, and the total debits must equal the
total credits. This process ensures that financial records are complete and accurate. By following these principles,
accountants can prepare reliable financial statements that reflect the true position of the business.

Fill in the blank: In double entry bookkeeping, the total debits must always equal the total

-

S L A-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



STEPS IN RECORDING TRANSACTIONS
(DOUBLE-ENTRY)

1. Identify the Transaction: Determine the date, accounts
involved, and amounts.

2. Analyze the Transaction:

2. Analyze im Transaction: Iderthe debit and credit
accounts based their effect on Assets, Liabilities,
Liabilities, Equity, or Expenses.

3. Record in Journal: Enter the transiction in the
general journal, with debits listed
first, then credits.

4. Post to Ledger: Transfer the journal entry amounts
amounts to the respective debit and credit sides of
of the indivicual goividual general ledger
accounts (T-aconts).

Source: Open Educational Resources

Box 1.4 Steps in recording transactions
Short description: A boxed text outlining the steps in recording transactions: identify accounts, determine debit
and credit, record in journal, post to ledger.

”

Pilot questions 1.4

1. State the accounting equation.

2. What does the double entry principle require for each transaction?

3. Give one example of a transaction and its debit and credit entries.

4. Why must total debits equal total credits in double entry bookkeeping?

5. List the steps involved in recording transactions using the double entry principle.

Series summary

This Series has introduced you to the foundations of accounting, highlighting its purpose and relevance as the
language of business. We began by defining accounting and exploring its scope and functions, then traced its
historical development from ancient record-keeping practices to the modern digital age. Following that, we

R
el | A-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



examined fundamental accounting concepts and principles, including the importance of ethics in financial
reporting. Finally, we studied the accounting equation and the double entry principle, showing how they provide
the structural backbone for recording transactions.

By engaging with these topics, you should now be able to define accounting and explain its scope and importance
(SLO 1.1), describe and analyse its historical development (SLO 1.2), explain key concepts, principles, and ethical
considerations (SLO 1.3), and demonstrate the application of the accounting equation and double entry principle in
recording transactions (SLO 1.4). These outcomes provide you with a strong foundation for the subsequent Series,
where you will build on these basics to explore bookkeeping, financial accounting processes, and practical
applications.

Glossary of terms

**Accounting**: The systematic process of identifying, measuring, recording, and communicating financial
information about an organisation.

**Accounting concepts**: Basic assumptions that guide financial reporting, such as the entity concept, going
concern concept, and accrual concept.

**Accounting equation**: The fundamental relationship expressed as Assets = Liabilities + Equity, showing how
resources are financed.

**Accounting ethics**: Moral principles and professional standards that ensure honesty, fairness, and integrity in
financial reporting.

**Accounting principles**: Rules and guidelines that govern how financial transactions are recorded and reported,
ensuring consistency and reliability.

**Bookkeeping**: The process of recording financial transactions in a systematic manner, often forming the basis
of accounting.

**Digital accounting**: The use of electronic systems and software to record, process, and report financial
information efficiently and accurately.

**Double entry principle**: A system of recording transactions where each entry has two aspects, a debit and a
credit, ensuring/balance in accounts.

Entity concept: The assumption that a business is separate from its owner, and its financial records are maintained
independently.

**Going concern concept**: The assumption that a business will continue operating in the foreseeable future.

**Record-keeping**: The practice of documenting transactions and resources for future reference, forming the
earliest stage of accounting.

**Standards (e.g., IFRS)**: Internationally recognised frameworks that provide detailed instructions on how to
treat specific financial items.

-
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Concept check questions 1

Objective questions
1. Which of the following best describes accounting?
a) The process of making business decisions
b) The systematic recording and communication of financial information
c) The preparation of marketing strategies
d) The management of human resources
(Linked to SLO 1.1)

2. Who introduced the double entry bookkeeping system in the fifteenth century?
a) Aristotle
b) Luca Pacioli
c) Adam Smith
d) Karl Marx
(Linked to SLO 1.2)

3. The accounting equation is expressed as:
a) Assets = Liabilities — Equity
b) Assets = Liabilities + Equity
c) Assets = Income — Expenses
d) Assets = Capital — Liabilities
(Linked to SLO 1.4)

Short-answer questions
4. Define the entity concept and explain its significance in accounting.
(Linked to SLO 1.3)

5. State one benefit of digital accounting systems compared to manual record-keeping.
(Linked to SLO 1.2)

6. What ethical principle ensures honesty and fairness in financial reporting?
(Linked to SLO 1.3)

Long-answer questions
7. Analyse the historical development of accounting from ancient record-keeping practices to the digital age,
highlighting key milestones.

(Linked to SLO 1.2)

8. Explain.the double entry principle with an example of a transaction, showing how both debit and credit entries
are recorded.
(Linked to SLO 1.4)

9. Evaluate the importance of accounting in society, discussing its role in transparency, taxation, and economic
planning.
(Linked to SLO 1.1)

-
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Answers to concept check questions 1

Objective questions

1. b) The systematic recording and communication of financial information
2. b) Luca Pacioli

3. b) Assets = Liabilities + Equity

Short-answer questions

4. The entity concept states that a business is separate from its owner. Its significance lies in ensuring.that the
financial records of the business are maintained independently of personal transactions.

5. Digital accounting systems improve efficiency and reduce errors compared to manual record-keeping.

6. Integrity is the ethical principle that ensures honesty and fairness in financial reporting.

Long-answer questions

7. Basic response: Accounting began with ancient record-keeping in civilisations such as Mesopotamia, Egypt, and
Rome, using clay tablets and tally sticks. In the fifteenth century, Luca Pacioli introduced double entry
bookkeeping, which became the foundation of modern accounting. In recent decades, digital accounting systems
have transformed the profession by enabling real-time reporting and analysis.

Value-added response: Beyond these milestones, learners may note the development of international standards
such as IFRS, the rise of professional bodies, and the integration of artificial intelligence and big data analytics into
accounting practices. These advances have expanded the scope of accounting from simple record-keeping to
strategic decision-making.

8. Basic response: The double entry principle requires that every transaction has both a debit and a credit. For
example, if a business purchases equipment with cash, the equipment account is debited, and the cash account is
credited.

Value-added response: Outstanding learners may explain that this principle ensures accuracy, prevents fraud,
and maintains the balance of the accounting equation. They may also illustrate how double entry supports the
preparation of financial statements.by.linking transactions across multiple accounts.

9. Basic response: Accounting islimportant in society because it ensures transparency, supports taxation, and aids
economic planning. It helps businesses track profitability and governments collect fair taxes.

Value-added response: Learners may expand by evaluating how accounting builds trust in financial markets,
supports investment decisions; and contributes to sustainable development. They may also discuss how ethical
accounting practices prevent corruption and promote accountability in both public and private sectors.

Answers to pilot questions 1

Part 1.1 Nature And Scope Of Accounting

1. Accounting

2. Recording transactions and preparing reports

3. The range of activities covered by accounting, including recording, classifying, summarising, and communicating
financial information

4.Because it provides a structured way of communicating financial information

5. It supports transparency and taxation

Part 1.2 Historical Development And Evolution Of Accounting
1. Mesopotamia, Egypt, and Rome

2. Luca Pacioli

3. It ensures accuracy and balance in financial records

4. Digital accounting; it improves efficiency and reduces errors
5. Spreadsheets and cloud-based platforms

-
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Part 1.3 Basic Concepts And Principles Of Accounting

1. It states that the business is separate from its owner

2. That the business will continue operating in the foreseeable future

3. They ensure consistency, reliability, and comparability of financial information
4. International Financial Reporting Standards (IFRS)

5. Integrity and objectivity

Part 1.4 The Accounting Equation And Double Entry Principle

1. Assets = Liabilities + Equity

2. That every transaction must have both a debit and a credit

3. Purchase of equipment with cash: debit equipment, credit cash

4. To maintain accuracy and balance in accounts

5. Identify accounts, determine debit and credit, record in journal, post to ledger

References and attributions 1

Accounting equation diagram. (n.d.). Suggested Al prompt: “Create a diagramdillustrating the accounting equation:
Assets = Liabilities + Equity.” Search string: “accounting equation diagram OER”".

Ancient record-keeping methods. (n.d.). Suggested/Al prompt: “Generate an image of ancient clay tablets with
inscriptions representing early accounting records.” Search string: “ancient accounting clay tablets OER”.

Box on ethical principles in accounting. (n.d.). Suggested Al prompt: “Create a text box summarising ethical
principles in accounting: integrity, objectivity, competence.” Search string: “accounting ethics principles OER”.

Box on importance of accounting in society. (n.d.). Suggested Al prompt: “Create a text box summarising the
importance of accounting in society, including transparency, taxation, and planning.” Search string: “importance of
accounting in society OER”.

Box on steps in recording transactions. (n.d.). Suggested Al prompt: “Create a text box summarising the steps in
recording transactions using double entry bookkeeping.” Search string: “steps in recording transactions double
entry OER”.

Diagram of fundamental accounting concepts. (n.d.). Suggested Al prompt: “Create a diagram illustrating three
fundamental accounting concepts: entity, going concern, and accrual.” Search string: “fundamental accounting
concepts.diagram OER”.

Diagram of double entry bookkeeping system. (n.d.). Suggested Al prompt: “Create a diagram showing how a
transaction is recorded as both debit and credit in double entry bookkeeping.” Search string: “double entry
bookkeeping diagram OER”.

Diagram of flow of accounting information. (n.d.). Suggested Al prompt: “Generate a simple diagram showing the
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Table of accounting principles. (n.d.). Suggested Al prompt: “Create a table listing accounting principles:
consistency, prudence, materiality, with short definitions.” Search string: “accounting principles table OER”.

Table of double entry transactions. (n.d.). Suggested Al prompt: “Create a table with three rows showing examples
of double entry transactions: purchase of equipment, payment of rent, receipt of cash from customer.” Search
string: “double entry bookkeeping examples table OER”.

Table of functions of accounting. (n.d.). Suggested Al prompt: “Create a table with four rows showing functions of
accounting: recording, classifying, summarising, communicating.” Search string: “functions of accounting table
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Box on features of digital accounting. (n.d.). Suggested Al prompt: “Create a text box summarising the features of
digital accounting: efficiency, accuracy, real-time reporting, and data analysis.” Search string: “digital accounting
features OER”.

Course code:ACC 101
Course title: Introduction to Financial Accounting |
Course unit load:(3 Units C: LH 30; PH 15)

Series Titles for ACC 101: series:2 Bookkeeping and Financial Accounting

Foundations of Accounting

Bookkeeping and Financial Accounting
Branches and Objectives of Accounting
Recording, Double Entry, and Trial Balance
Bank Reconciliation and Error Correction

Ol Wb

Series 2: Bookkeeping And Financial Accounting

2.1 Introduction to bookkeeping
2.1.1 Definition and purpose of bookkeeping
2.1.2 Difference between bookkeeping and accounting
2.1.3 Types of bookkeeping systems (single entry and double entry)

2.2 Books of original entry
2.2.1 Journals and their role in recording transactions
2.2.2 Cash book and petty cash book
2.2.3 Special journals (sales, purchases, returns)

2.3 Ledgers and trial balance
2.3.1 Structure and types of ledgers (general, debtors, creditors)
2.3.2 Posting from journals to ledgers
2.3.3 Preparation of a trial balance

2.4 Adjustments and final accounts
2.4.1 Common adjustments (accruals, prepayments, depreciation)
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2.4.2 Preparation of trading, profit and loss account
2.4.3 Preparation of balance sheet

Introduction

In the last Series, we explored the foundations of accounting, focusing on its nature, historical development,
basic concepts, and the double entry principle. Building on that knowledge, this Series turns to the practical
application of those ideas through bookkeeping and financial accounting. Bookkeeping provides the detailed
records of transactions, while financial accounting transforms those records into meaningful reports. Together,
they form the backbone of reliable financial information for businesses and organisations.

The aim of this Series is to equip you with the skills to record transactions systematically, organise them into
books of original entry and ledgers, and prepare accurate trial balances and final accounts. By the end of this
Series, you will be able to apply the principles of bookkeeping and financial accounting to produce structured
financial statements.

We shall commence this Series by introducing bookkeeping, clarifying its definition, purpose, and systems. Next,
we will move on to the books of original entry, examining journals, cash books; and special journals. Following
that, we will study ledgers and the preparation of a trial balance. Finally, we will conclude the Series with
adjustments and the preparation of final accounts, including the trading account, profit and loss account, and
balance sheet.

Series Learning Outcomes

Upon completing this Series, you should be able to:

SLO 2.1 define bookkeeping and explain its purpose, systems, and distinction from accounting,

SLO 2.2 demonstrate how to record transactions in books of original entry, including journals, cash books, and
special journals,

SLO 2.3 apply posting procedures from journals to ledgers and prepare a trial balance, and

SLO 2.4 construct final accounts by making necessary adjustments and preparing the trading account, profit and
loss account, and balance sheet.

2.1 Introduction To Bookkeeping

2.1.1 Definition and purpose of bookkeeping

**Bookkeeping** is the systematic process of recording financial transactions in a business. It involves
documenting every exchange of money or resources in a clear and organised manner. The purpose of
bookkeeping is to provide accurate records that serve as the foundation for preparing financial statements and
making informed decisions. Without proper bookkeeping, businesses would struggle to track income, expenses,
andoverall financial performance.

Fill in the blank: Bookkeeping is the systematic process of financial transactions in a business.
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BUSINESS
TRANSACTIONS

!

BOOKOOKPING AND ACCOUNTING PROCESS

1. RECORDING |_g,| 2. CLASSIFIFING |_g, | 3. SUMMARAISING
(JOURNAL) (LEDGER) (TRIAL BALANCE)

|

ACOUNTING PROCESS

1. ADJUSTING > 2. FINANCIAL > 3. CLOSING
ENTRIES STATEMENTS ENTRIES

{

FINANCIAL REPORTS
(Income Statement, Balance Sheet, Cash Flow Statement)

Source: Open Educational Resources.

Diagram showing the flow from transaction - bookkeeping - accounting - financial reporting.
Figure 2.1 The role of bookkeeping in financial reporting

2.1.2 Difference between bookkeeping and accounting

Although bookkeeping and accounting are closely related, they are not the same. Bookkeeping focuses on
recording transactions, while **accounting** involves interpreting, summarising, and reporting those records.
In other words, bookkeeping provides the raw data, and accounting transforms that data into meaningful
information. Bookkeepers maintain journals and ledgers, whereas accountants prepare financial statements and
analyse performance.

Fillin the blank: Bookkeeping provides the raw data, while transforms that data into meaningful
information.

-
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DIFFERENCE BETWEEN BOOKOEKPING
AND ACCOUNTING
FEATURE BOOKKOPPING ACCOUNTING

Focus Recording of financial | Interpreting & analyzing
transactions financial data

Tasks Data entry, Financial statement
managing ledgers, preparation, auditing, financial
payroll advising

Outputs Source documents, Financial statements

ENTRIES ledders, ledders, trial (Income Statement, Balance

ENTRIES trial balance Of Caw Flow Statement)

Source: Open Educational Resources.

Table 2.1 Differences between bookkeeping and accounting
Short description: A table comparing bookkeeping and accounting in terms of focus, tasks, and outputs.

2.1.3 Types of bookkeeping systems (single entry and double entry)

There are two main types of bookkeeping systems. **Single entry bookkeeping** records each transaction only
once, similar to. maintaining a personal cheque book. It is simple but limited, as it does not provide a complete
picture of financial position. **Double entry bookkeeping**, on the other hand, records each transaction twice,
once as a debit and once as a credit. This system ensures accuracy and maintains the balance of the accounting
equation, making it the preferred method for businesses.

Fill in the blank: In double entry bookkeeping, every transaction is recorded twice, once as a debit and once as a

-
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SINGLE ENTRY VS DOUBLE ENTRY
BOOKKEEPING

SINGLE ENTRY SYSTEM DOUBLE ENTRY SYSTEM

* Simpler, for small » Comprehensive, for
busineses/personal all busineses.
finance.

* Records every transaction
* Records only cash receipts and with equal debits &
payments. credits.

* No separate debit/credit. * Ensures “Accounting Equation’
(Assets = Liablities + Equity).

* Limited error checking.
«-Buitn error detection.

« Example: Basic cash book. + Example: General Journal &
Ledger.

Source: Open Educational Resources.

Box 2.1 Comparison of single entry and double entry systems
Short description: A boxed text highlighting the key features of single entry and double entry bookkeeping
systems.

Pilot questions 2.1

1. Define bookkeeping and state its purpose.

2. What is the main difference between bookkeeping and accounting?

3. Give one example of a task performed by bookkeepers and one by accountants.
4. What is single entry bookkeeping?

5. Why is double entry bookkeeping considered more reliable than single entry?

2.2 Books Of Original Entry

2.2.1 Journals and their role in recording transactions
**Journals** are the primary books of original entry where transactions are first recorded in chronological
order. Each entry includes details such as the date, accounts affected, and amounts involved. Journals provide a
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clear record of daily transactions before they are transferred to ledgers. They are essential for ensuring accuracy
and transparency in financial records.

Fill in the blank: Journals record transactions in order, showing the date, accounts, and amounts.
SOURCE DOCUMENTS LEDGERS
(e.g. invoices, receipts) (GENERAL LEDDER ACCOUNTS)
{} CaAsh " b
JOURNAL 'i[ E 2{[ H 3ﬂ E“
(BOOK OF ORIGINAL ENTRY)

Accounts Resexlable
Date | Account | Debit | Credit POSTING
Cash Rccaunts Rent Expense

N
Lol
=

Source: Open Educational Resources.

Diagram showing the flow of transactions from source documents - journals = ledgers.
Caption: Figure 2.2 Flow of transactions through journals

2.2.2 Cash book and petty cash book

The **cash book** is a specialised journal used to record all cash transactions, including receipts and payments.
It serves both as a book of original entry and a ledger account for cash. The **petty cash book** records small,
routine expenses such as postage, stationery, or minor travel costs. These books help businesses manage cash
efficiently and maintain control over small expenditures.

Fill in the blank: The petty cash book is used to record , routine expenses such as postage and
stationery.

-
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CASH BOOK VS PETTY CASH BOOK

FEATURE CASH BOOK PETTY CASH BOOK
Purpose Records all cash receipts Records small,
& payments minor cash expenses
Transactions Major cash sales, purchases, | Postage, statienery,
bank depoits/ refretements, local
withdraals local travel
Scope Comprehensive record; Limited to small, imprest
often doubles as ledger system based amounts
account

Source: Open Educational Resources.

Table 2.2 Differences between cash book and petty cash book
Short description: A table comparing cash book and petty cash book in terms of purpose, transactions recorded,
and scope.

2.2.3 Special journals (sales, purchases, returns)

**Special journals** are used to record specific categories of transactions. Common examples include the sales
journal for credit sales, the purchases journal for credit purchases, and the returns journals for goods returned
by customers or to suppliers. These journals simplify bookkeeping by grouping similar transactions together,
making posting to ledgers more efficient.

Fillin the blank: The journal is used to record credit sales transactions.

-
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SPECIAL JOURNALS
IN ACCOUNTING

TYPES OF SPECIAL JOURNALS

» Sales Journal

e Purchases Journal
Sales Returns Journal
Purchases Returns Journal

Source: Open Educational Resources.

Box 2.2 Examples of special journals
Short description: A boxed text listing common special journals such as sales, purchases, sales returns, and
purchases returns.

Pilot questions 2.2

1. What is the role of journals in bookkeeping?

2. State one difference between a cash book and a petty cash book.
3. Give two examples of expenses recorded in the petty cash book.
4. Which journal is used to record credit purchases?

5. Why are special journals important in bookkeeping?

2.3 Ledgers And Trial Balance

2.3.1 Structure and types of ledgers (general, debtors, creditors)

A **ledger** is a book or digital record where transactions from journals are posted into individual accounts.
Each account shows the increases and decreases in a particular item, such as cash, sales, or expenses. The
**general ledger** contains all accounts used by a business, while subsidiary ledgers such as the **debtors
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ledger** (accounts receivable) and **creditors ledger** (accounts payable) provide detailed records of
customers and suppliers. Together, these ledgers ensure that financial information is organised and accessible.

Fill in the blank: The ledger provides detailed records of amounts owed by customers.
JOURNALS
General Journal
Sales Journal
Purchases Journal
otrc, otd
POSTING
THE LEDGER SYSTEM
GENERAL LEDGER DEBTORS LEDGER CREDITORS LEDGER
] (SALES LEDDER) (PURCHASES LEDDER)
Cash Receritable
& T ::: CustomerA  Customer  CustomarB Pa: Rosrsz ::> Carpirhos Suppller Y
2ﬂ E 3 _;uyab; B BI.,.,.‘W.TF Gasfond. Seaion| -
4 L I EGE "Hs 2 8 1
Post from Post from
Salesiioimal Purchases Journal

Source: Open Educational Resources.

Diagram showing the relationship between journals, general ledger, debtors ledger, and creditors ledger.
Caption: Figure 2.3 Structure of ledgers

2.3.2 Posting from journals to ledgers

**posting** is the process of transferring information from journals into the appropriate ledger accounts. Each
debit and credit entry in the journal is posted to the corresponding account in the ledger. This step ensures that
all transactions are classified under the correct accounts, making it easier to prepare summaries and financial
statements. Accuracy in posting is crucial, as errors can affect the balance of accounts and mislead decision-
making.

Fill in the blank: Posting involves transferring information from into the appropriate ledger
accounts.
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JOURNAL ENTRY AND POSTING TO
LEDGERS EXAMPLE

JOURNAL ENTRY LEDGER POSTING
Transaction: Purchase Goods on Creiit for $500 Puéf:‘gf i
$500 ( )
Date: 2024-0-15 024-03-15
Date Ref Debit ($) POSTING iU
= Amount: 500
2024-03-15 Account Debit ($)
Purchases GL101 500
Accounts Payable GL102 500 | 1
GL202 500 Accounts Payable
(GL202)
; Date: 2024-0-15 2024-03-15
To record purchase of goods on credit. POSTING ey
Amount: 500

Source: Open Educational Resources.

Table 2.3 Example of posting from journal to ledger
Short description: A table showing a sample journal entry and how it is posted into debit and credit sides of
ledger accounts.

2.3.3 Preparation of a trial balance

A **trial balance** is a statement prepared at a given date that lists all ledger accounts and their balances. The
purpose of the trial balance is to check the arithmetic accuracy of postings, ensuring that total debits equal total
credits. While a balanced trial balance does not guarantee that all transactions are correct, it provides a useful
checkpoint before preparing final accounts. It also helps identify errors such as omissions or postings to the
wrong account.

Fill'in the blank: A trial balance ensures that total equal total credits.

-
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STEPS IN PREPARING A
TRIAL BALANCE

. Calculate the ending balance for each account in a the
general ledger.

. List all accounts and balances in a two-coumin

. Enter delit balances in their coumln format (Debit/.
(Debit/Credit).

. Enter debt balances in left coulmn and credt in the right
paltunss).

. Total the debit column.
. Verify that total debits equal the total credits.

Source: Open Educational Resources.

Box 2.3 Steps in preparing a trial balance
Short description: A boxed text outlining the steps: list all ledger accounts, extract balances, place debits and
credits, total both sides, and check equality.

Pilot questions 2.3

1. What is a ledger and what types of ledgers are commonly used?

2. State one difference between the general ledger and subsidiary ledgers.

3. What does posting involve in bookkeeping?

4. What is the purpose of a trial balance?

5. Why does a balanced trial balance not guarantee that all transactions are correct?
2.4 Adjustments And Final Accounts

2.4.1 Common adjustments (accruals, prepayments, depreciation)

**Adjustments** are changes made at the end of an accounting period to ensure that revenues and expenses
are recorded in the correct period. Common adjustments include **accruals**, which recognise expenses or
revenues that have occurred but not yet been recorded; **prepayments**, which account for payments made
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in advance; and **depreciation**, which allocates the cost of fixed assets over their useful life. These
adjustments ensure that financial statements reflect the true financial position of the business.

Fill in the blank: allocates the cost of fixed assets over their useful life.

[Insert table here]

Caption: Table 2.4 Examples of common adjustments

Short description: A table listing accruals, prepayments, and depreciation with brief explanations.

Al prompt suggestion: “Create a table listing common accounting adjustments: accruals, prepayments,
depreciation, with short definitions.”

Search string: “common accounting adjustments table OER”

2.4.2 Preparation of trading, profit and loss account

The **trading account®** shows the results of buying and selling goods, highlighting gross profit or loss. The
**profit and loss account** then records other incomes and expenses to determine the net profit or loss for the
period. These accounts provide insight into the operational performance of the business and help stakeholders
assess profitability.

Fill in the blank: The account highlights gross profit or loss frombuying and selling goods.

-
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TRADING AND PROFIT AND LOSS ACCOUNT

TRADING ACCOUNT PROFIT & LOSS ACCOUNT
(CALCUATES GROSS PROFIT) (CALCUATES NET PROFIT)

* Sales

* Less: Cost of Goods Sold —> Add: Other Income

* Less: Operating Expenses
(e.gl, Rent, Salaries)

 GROSS PROFIT (or Loss)
NET PROFIT (or Loss)

Gross Profit - Operating Expenses + Other Income = Net Profit

Source: Open Educational Resources.

Diagram showing the flow from trading account - profit and loss account - net profit.
Caption: Figure 2.4 Flow of trading and profit and loss accounts

2.4.3 Preparation of balance sheet

The **balance sheet** is a financial statement that shows the assets, liabilities, and equity of a business at a
specific date. It is prepared after adjustments and final accounts to present a clear picture of the financial
position. Assets are listed on one side, while liabilities and equity are listed on the other, ensuring that the
accounting equation balances. The balance sheet is vital for decision-making, as it reveals the resources
available and obligations owed.

Fillin the blank: The balance sheet presents assets, liabilities, and at a specific date.

[Insert box here]

Caption: Box 2.4 Steps in preparing a balance sheet

Short description: A boxed text outlining the steps: list assets, list liabilities, calculate equity, ensure balance.
Al prompt suggestion: “Create a text box summarising the steps in preparing a balance sheet.”

Search string: “steps in preparing balance sheet OER”
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Pilot questions 2.4

1. What are adjustments in accounting and why are they necessary?
2. State one example of an accrual and one of a prepayment.

3. What is depreciation and why is it applied to fixed assets?

4. What does the trading account show?

5. What is the purpose of a balance sheet?

Series summary

This Series has guided you through the practical aspects of bookkeeping and financial accounting, showing how
transactions are recorded, organised, and transformed into meaningful financial statements. Starting with an
introduction to bookkeeping, we clarified its definition, purpose, and systems, before distinguishing it from
accounting. We then examined the books of original entry, including journals, cash books, petty cash books, and
special journals. Following that, we explored ledgers and the preparation of a trial balance, highlighting their
role in organising accounts and checking accuracy. Finally, we studied adjustments and the preparation of final
accounts, including the trading account, profit and loss account, and balance sheet.

By engaging with these topics, you should now be able to define bookkeeping and explain its systems (SLO 2.1),
demonstrate how to record transactions in books of original entry (SLO 2.2), apply posting procedures and
prepare a trial balance (SLO 2.3), and construct final accounts with necessary adjustments (SLO 2.4). These
outcomes provide you with the essential skills to manage financial records systematically and prepare reliable
statements, forming a strong foundation for more advanced accounting studies.

Glossary of terms

Accounting: The process of interpreting, summarising, and reporting financial information based on records
provided by bookkeeping.

Adjustments: Changes made at the end of an accounting period to ensure revenues and expenses are recorded
in the correct period, such as accruals, prepayments, and depreciation.

Balance sheet: A financial statement that shows the assets, liabilities, and equity of a business at a specific date.

Bookkeeping: The systematic process of recording financial transactions in a business, forming the foundation
for accounting.

Cash book: A specialised journal used to record all cash receipts and payments.

Creditors ledger: A subsidiary ledger that provides detailed records of amounts owed to suppliers.
Debtors ledger: A subsidiary ledger that provides detailed records of amounts owed by customers.
Depreciation: The allocation of the cost of fixed assets over their useful life.

Double entry bookkeeping: A system where each transaction is recorded twice, once as a debit and once as a
credit, ensuring accuracy and balance.

General ledger: The main ledger containing all accounts used by a business.

-
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Journal: The primary book of original entry where transactions are first recorded in chronological order.
Petty cash book: A record of small, routine expenses such as postage, stationery, or minor travel costs.
Posting: The process of transferring information from journals into the appropriate ledger accounts.
Prepayments: Payments made in advance for goods or services to be received in the future.

Profit and loss account: A financial statement that records incomes and expenses to determine net profit or loss
for a period.

Single entry bookkeeping: A simple system where each transaction is recorded only once, similar to a personal
cheque book.

Special journals: Journals used to record specific categories of transactions, such as sales, purchases, and
returns.

Trading account: A financial statement that shows the results of buying and selling.goods, highlighting gross
profit or loss.

Trial balance: A statement prepared at a given date that lists all ledger accounts and their balances, checking
that total debits equal total credits.

Concept check questions 2

Objective questions
1. Bookkeeping is best defined as:
a) Recording financial transactions systematically
b) Preparing financial statements
c) Analysing business performance
d) Auditing financial records
(Linked to SLO 2.1)

2. Which book of original entry records all cash receipts and payments?
a) Journal
b) Cash book
c) Petty cash book
d) Sales journal
(Linked to SLO 2.2)

3. The trial balance is prepared to:
a) Show net profit
b) Check arithmetic accuracy of postings
c) Record daily transactions
d) Allocate depreciation
(Linked to SLO 2.3)

Short-answer questions
4. State one difference between bookkeeping and accounting.
(Linked to SLO 2.1)

-
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5. Give two examples of expenses recorded in the petty cash book.
(Linked to SLO 2.2)

6. What does posting involve in bookkeeping?
(Linked to SLO 2.3)

7. What is the purpose of adjustments in preparing final accounts?
(Linked to SLO 2.4)

Long-answer questions
8. Explain the difference between single entry and double entry bookkeeping, giving one example of each.
(Linked to SLO 2.1)

9. Demonstrate how a transaction is recorded in a journal and then posted into ledger accounts.
(Linked to SLO 2.2 and SLO 2.3)

10. Evaluate the importance of preparing final accounts, discussing how the trading account, profit and loss
account, and balance sheet serve different purposes.
(Linked to SLO 2.4)

Answers to concept check questions 2

Objective questions

1. a) Recording financial transactions systematically
2. b) Cash book

3. b) Check arithmetic accuracy of postings

Short-answer questions

4. Bookkeeping records transactions, while accounting interprets and reports them.

5. Examples include postage and stationery.

6. Posting involves transferring information from journals into the appropriate ledger accounts.

7. Adjustments ensure revenues and expenses are recorded in the correct period, giving a true financial
position.

Long-answer questions

8. Basic response: Single entry bookkeeping records each transaction once, similar to a personal cheque book.

Double entry bookkeeping records each transaction twice, once as a debit and once as a credit. For example,

recording only cash received is single entry, while recording cash received and sales revenue is double entry.
Value-added response: Learners may add that double entry provides greater accuracy, supports preparation of

financial statements, and maintains the balance of the accounting equation, making it more reliable for

businesses.

9. Basic response: A transaction, such as purchasing goods for cash, is first recorded in the journal with debit to
purchases and credit to cash. This entry is then posted into the purchases account and cash account in the
ledger.

Value-added response: Learners may expand by showing how posting ensures classification of transactions,
supports preparation of a trial balance, and helps identify errors. They may also illustrate with a table showing
debit and credit sides of ledger accounts.
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10. Basic response: Final accounts are important because they summarise financial performance and position.
The trading account shows gross profit, the profit and loss account shows net profit, and the balance sheet
shows assets, liabilities, and equity.

Value-added response: Learners may evaluate how these accounts serve different stakeholders. For example,
managers use profit and loss accounts to assess efficiency, investors use balance sheets to judge financial
stability, and governments rely on them for taxation. They may also discuss how adjustments improve accuracy
and reliability of these statements.

Answers to pilot questions 2

Part 2.1 Introduction to bookkeeping

1. Bookkeeping is the systematic process of recording financial transactions in a business.

2. Bookkeeping records transactions, while accounting interprets and reports them.

3. Bookkeepers maintain journals and ledgers, while accountants prepare financial statements and analyse
performance.

4. Single entry bookkeeping records each transaction only once.

5. Double entry bookkeeping is more reliable because it records each transaction twice, ensuring accuracy and
balance.

Part 2.2 Books of original entry

1. Journals record transactions in chronological order before they are transferred to ledgers.

2. The cash book records all cash receipts and payments, while the petty cash book records small routine
expenses.

3. Examples include postage and stationery.

4. The purchases journal is used to record credit purchases.

5. Special journals group similar transactions together, making posting more efficient.

Part 2.3 Ledgers and trial balance

1. A ledger is a book or digital record where transactions are posted into individual accounts. Common types are
the general ledger, debtors ledger, and creditors ledger.

2. The general ledger contains all accounts, while subsidiary ledgers provide detailed records of customers and
suppliers.

3. Posting involves transferring information from journals into the appropriate ledger accounts.

4. The trial balance checks the arithmetic accuracy of postings by ensuring total debits equal total credits.

5. Because it only checks arithmetic accuracy, a balanced trial balance does not guarantee that all transactions
are correct.

Part 2.4 Adjustments and final accounts

1. Adjustments are necessary to ensure revenues and expenses are recorded in the correct period.

2. An example of an accrual is wages owed but not yet paid; an example of a prepayment is rent paid in
advance.

3. Depreciation is the allocation of the cost of fixed assets over their useful life.

4. The trading account shows gross profit or loss from buying and selling goods.

5. The balance sheet shows the assets, liabilities, and equity of a business at a specific date.

References and attributions 2

Figure 2.1 The role of bookkeeping in financial reporting.

Al prompt: “Create a diagram showing how transactions are recorded in bookkeeping and then used in
accounting to produce financial reports.”
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Introduction

In the last Series, we explored bookkeeping and financial accounting, focusing on how transactions are recorded,
organised, and summarised into trial balances and final accounts. Building on that foundation, this Series turns to
financial statements and their interpretation. Financial statements are the key outputs of accounting, providinga
structured picture of a business’s performance and financial position. They are essential for managers, investors,
creditors, and regulators who rely on them to make informed decisions.

The aim of this Series is to equip you with the knowledge and skills to prepare, interpret, and analyse financial
statements. By the end of the Series, you will be able to construct accurate statements, apply adjustments, and
evaluate their significance for different stakeholders.

We shall commence this Series by introducing financial statements, their purpose, users, and limitations. Next, we
will study the structure and preparation of trading accounts, profit and loss accounts, balance sheets, and cash
flow statements. Following that, we will examine adjustments and closing entries, including the treatment of
errors. Moving on, we will interpret financial statements through ratio analysis, trend analysis, and comparative
statements. Finally, we will conclude by considering how financial statements are applied in decision-making by
managers, investors, and government bodies.

Series Learning Outcomes
Upon completing this Series, you should be able to:

SLO 3.1 define the purpose of financial statements and identify their users,

SLO 3.2 explain the qualitative characteristics and limitations of financial information,

SLO 3.3 construct trading accounts, profit and loss accounts, balance sheets, and basic cash flow statements,

SLO 3.4 apply adjustments and closing entries to prepare accurate final accounts,

SLO 3.5 analyse financial statements using ratio analysis, trend analysis, and comparative statements, and

SLO 3.6 evaluate the application of financial statements in decision-making by managers, investors, and regulatory
bodies.

3.1 Introduction To Financial Statements

3.1.1 Purpose and users of financial statements

**Financial statements** are structured reports that summarise the financial activities and position of a business
at a given time. Their purpose is to provide reliable information about performance and financial health. Users of
financial statements include managers, who use them for planning and control; investors, who assess profitability
and stability; creditors, whoevaluate the ability to repay debts; and government agencies, which use them for
regulation and taxation.

Fill in the blank: Financial statements are structured reports that summarise the activities and position
ofa business.

Diagram showing the link between business transactions = financial statements - stakeholders.

Caption: Figure 3.1 Purpose and users of financial statements

R”

3.1.2 Qualitative characteristics of financial information

For financial statements to be useful, the information they contain must have certain **qualitative
characteristics**. These include **relevance**, meaning the information influences decisions; **faithful
representation**, meaning it is complete, neutral, and free from error; **comparability**, allowing users to
compare across periods or entities; **verifiability**, meaning different users can reach the same conclusions;

-
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**timeliness**, ensuring information is available when needed; and **understandability**, meaning it is clear and
accessible to users.

Fill in the blank: Financial information must be , faithfully represented, comparable, verifiable, timely,
and understandable.

Caption: Box 3.1 Qualitative characteristics of financial information
Short description: A boxed text listing relevance, faithful representation, comparability, verifiability, timeliness,
and understandability.

3.1.3 Limitations of financial statements

Despite their importance, financial statements have limitations. They are based on historical cost, which may not
reflect current market values. They exclude non-financial information such as employee morale or.customer
satisfaction. They may be affected by accounting policies and estimates, which introduce subjectivity.
Furthermore, they provide a snapshot at a point in time and may not capture future risks or opportunities.
Recognising these limitations helps users interpret financial statements more critically.

Fill in the blank: Financial statements are limited because they are based on cost and exclude non-
financial information.

Caption: Table 3.1 Limitations of financial statements
Short description: A table listing limitations such as‘historical cost, exclusion of non-financial data, subjectivity in
estimates, and snapshot nature.

Pilot questions 3.1

1. What is the purpose of financial statements?

2. Name two users of financial statements.

3. List three qualitative characteristics offinancial information.

4. State one limitation of financial statements.

5. Why is it important to recognise the limitations of financial statements?

3.2 Structure And Preparation Of Financial Statements

3.2.1 Trading account and profit and loss account

The **trading account** shows the results of buying and selling goods, highlighting gross profit or loss. It records
opening stock, purchases, direct expenses, and sales. The difference between sales and the cost of goods sold
gives the gross profit«The **profit and loss account** then records indirect expenses and incomes to determine
the net profit or loss for the period. Together, these accounts provide insight into the operational performance of
the business.

Fill in the blank: The trading account highlights profit or loss from buying and selling goods.
Diagram showing the flow from trading account - profit and loss account - net profit.
Caption: Figure 3.2 Flow of trading and profit and loss accounts

3.2.2 Balance sheet (statement of financial position)

The **balance sheet**, also called the statement of financial position, shows the assets, liabilities, and equity of a
business at a specific date. Assets are resources owned by the business, liabilities are obligations owed, and equity
represents the residual interest of owners. The balance sheet is structured to ensure that the accounting equation
(Assets = Liabilities + Equity) balances. It provides a snapshot of financial health and stability.

Fill in the blank: The balance sheet presents assets, liabilities, and at a specific date.
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Caption: Table 3.2 Structure of a balance sheet
Short description: A table showing assets on one side and liabilities plus equity on the other side.

3.2.3 Cash flow statement basics

The **cash flow statement** shows the inflows and outflows of cash during a period. It is divided into three
sections: operating activities, investing activities, and financing activities. Operating activities include cash
generated from day-to-day business operations. Investing activities cover cash spent on or received from buying
and selling assets. Financing activities show cash from borrowing, repaying loans, or issuing shares. This statement
helps users understand how cash is managed and whether the business can meet its obligations:

Fill in the blank: The cash flow statement is divided into operating, investing, and activities.

Caption: Box 3.2 Components of a cash flow statement
Short description: A boxed text outlining operating, investing, and financing activities with examples.

Pilot questions 3.2

1. What does the trading account show?

2. What is the purpose of the profit and loss account?

3. State the three elements presented in a balance sheet.

4. Name the three sections of a cash flow statement.

5. Why is the cash flow statement important for decision-making?

3.3 Adjustments And Closing Entries

3.3.1 Common adjustments (accruals, prepayments, depreciation; provisions)

**Adjustments** are made at the end of an accounting period to ensure that revenues and expenses are recorded
in the correct period. Examples include **accruals**, which recognise expenses or revenues that have occurred
but not yet been recorded; **prepayments**, which account for payments made in advance; **depreciation**,
which spreads the cost of fixed assets over their useful life; and **provisions**, which set aside amounts for
anticipated liabilities. These adjustments ensure that financial statements present a true and fair view.

Fill in the blank: are amounts set aside for anticipated liabilities such as doubtful debts or repairs.

Caption: Table 3.3:Examples of common adjustments
Short description: A table listing accruals, prepayments, depreciation, and provisions with brief explanations.

3.3.2 Closing entries and preparation of final accounts

**Closing entries** are journal entries made at the end of an accounting period to transfer balances from
temporary accounts (such as revenues and expenses) to permanent accounts (such as retained earnings). This
process resets temporary accounts to zero for the next period and ensures that final accounts reflect accurate
results. After closing entries, the trading account, profit and loss account, and balance sheet are prepared to
summarise performance and financial position.

Fill in.the blank: Closing entries transfer balances from temporary accounts to accounts.

[Insert figure here]
Diagram showing the flow from temporary accounts = closing entries - permanent accounts - final accounts.
Caption: Figure 3.3 Closing entries and preparation of final accounts

3.3.3 Treatment of errors and corrections
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Errors may occur during recording or posting, and they must be corrected before final accounts are prepared.
Common errors include errors of omission (transactions not recorded), errors of commission (wrong account
used), errors of principle (wrong classification), and compensating errors (two errors cancelling each other out).
Corrections are made through adjusting entries or by re-posting to the correct accounts. Identifying and correcting
errors ensures that financial statements are reliable.

Fill in the blank: An error of occurs when a transaction is recorded in the wrong account.

Caption: Box 3.3 Types of accounting errors
Short description: A boxed text listing errors of omission, commission, principle, and compensating-errors with
short definitions.

Pilot questions 3.3

1. What are adjustments in accounting and why are they necessary?

2. Give one example of an accrual and one of a prepayment.

3. What is the purpose of closing entries?

4. State one difference between temporary and permanent accounts.

5. Name two types of accounting errors and explain how they are corrected.

3.4 Interpretation And Analysis Of Financial Statements

3.4.1 Ratio analysis (profitability, liquidity, efficiency, solvency)

**Ratio analysis** is a technique used to interpret financial statements by calculating relationships between
figures. Profitability ratios, such as gross profit margin and net profit margin, show how well a business generates
profit. Liquidity ratios, such as the current ratio, measure the ability to meet short-term obligations. Efficiency
ratios, such as inventory turnover, assess how effectively resources are used. Solvency ratios, such as debt-to-
equity, evaluate long-term financial stability.

Fill in the blank: The ratio measures a business’s ability to meet short-term obligations.

Caption: Table 3.4 Examples of financial ratios
Short description: A table listing profitability, liquidity, efficiency, and solvency ratios with brief explanations.

3.4.2 Trend analysis and comparative statements

**Trend analysis**involves examining financial data over several periods to identify patterns, such as growth or
decline. **Comparative statements** present figures for two or more periods side by side, making it easier to spot
changes. These techniques help managers and investors understand whether performance is improving, stable, or
deteriorating. They also highlight areas that may require corrective action.

Fill in the blank: Comparative statements present figures for two or more side by side.

Diagram showing comparative income statements for two years with changes highlighted.
Caption: Figure 3.4 Comparative statements for trend analysis

3.4.3 Limitations of financial analysis

While financial analysis provides valuable insights, it has limitations. Ratios may be affected by accounting policies
and estimates, making comparisons less reliable. Trend analysis assumes that past patterns will continue, which
may not always be true. Comparative statements may not account for inflation or changes in market conditions.
Users must therefore interpret results carefully and consider external factors alongside financial data.

Fill in the blank: Financial analysis is limited because ratios may be affected by policies and estimates.
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Caption: Box 3.4 Limitations of financial analysis
Short description: A boxed text outlining limitations such as reliance on accounting policies, assumptions about
past trends, and exclusion of external factors.

Pilot questions 3.4

1. What is ratio analysis and why is it useful?

2. Name one profitability ratio and one liquidity ratio.

3. What is the purpose of comparative statements?

4. State one limitation of trend analysis.

5. Why should external factors be considered when interpreting financial statements?

3.5 Application Of Financial Statements In Decision-Making

3.5.1 Use by management for planning and control

Managers rely on financial statements to plan future activities and control current operations. The profit and loss
account helps them assess profitability, while the balance sheet shows resources available and obligations owed.
The cash flow statement indicates whether the business can meet short-term commitments. These insights guide
budgeting, investment decisions, and cost control measures.

Fill in the blank: Managers use the account.to assess profitability and guide planning.

Diagram showing management decisions linked to profit.and loss.account, balance sheet, and cash flow
statement.
Caption: Figure 3.5 Use of financial statements by management

3.5.2 Use by investors and creditors

Investors and creditors use financial statements to evaluate the financial health of a business. Investors focus on
profitability and growth potential, often using ratios such as return on equity. Creditors examine liquidity and
solvency ratios to judge whether the business can repay debts. Financial statements therefore influence decisions
about investing in or lending to a business.

Fill in the blank:/Creditors examine ratios to judge whether a business can repay debts.

Caption: Table 3.5 Financial statement use by investors and creditors

Short description: A table showing how investors use profitability ratios and creditors use liquidity and solvency
ratios.

3.5.3 Use by government and regulatory bodies

Government agencies and regulators use financial statements for taxation, compliance, and policy-making. Tax
authorities rely on profit figures to assess tax liabilities. Regulators check whether businesses comply with
accounting standards and disclosure requirements. Policymakers may use aggregated financial data to monitor
economic trends and design regulations that promote stability.

Fill in the blank: Tax authorities rely on figures to assess tax liabilities.
Caption: Box 3.5 Government use of financial statements
Short description: A boxed text outlining taxation, compliance, and policy-making uses of financial statements.

Pilot questions 3.5

-
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1. How do managers use financial statements for planning and control?
2. What do investors look for in financial statements?

3. Which ratios do creditors examine to assess repayment ability?

4. How do tax authorities use financial statements?

5. Why are regulators interested in financial statements?

Series summary

This Series has introduced you to the branches and objectives of accounting, showing how the discipline
extends beyond bookkeeping into specialised areas that serve different purposes. We began by examining the
main branches of accounting, including financial, cost, management, and auditing, each with-its'distinct focus
and application. Then we explored the objectives of accounting, such as providing information for decision-
making, ensuring accountability, and supporting compliance with regulations. Together, these Parts
highlighted how accounting functions as both a record-keeping system and a tool forguiding business strategy.
By working through this Series, you should now be able to define the branches of accounting and explain their
roles (SLO 3.1 and SLO 3.2), demonstrate how accounting objectives are applied in practice (SLO 3.3), and
evaluate the relevance of accounting information for different stakeholders (SLO 3.4). These outcomes mean
you can appreciate the breadth of accounting as a discipline and apply its principles to real-world
organisational needs, forming a strong foundation for more advanced study and professional application.

Glossary of terms

Accruals: Expenses or revenues that have occurred but are notyet recorded in the accounts.
Assets: Resources owned by a business that have economic value; such as cash, inventory, or
equipment.

Balance sheet: A financial statement showinga business’s assets, liabilities, and equity at a
specific date.

Cash flow statement: A financial statement that records cash inflows and outflows from
operating, investing, and financing activities.

Comparative statements: Financial statements that present figures for two or more periods side
by side to highlight changes.

Creditors: Individuals or organisations to whom a business owes money.

Depreciation: The allocation of the cost of a fixed asset over its useful life.

Equity: The residual interest in the assets of a business after deducting liabilities, representing
owners’ claims.

Financial statements: Structured reports that summarise the financial activities and position of a
business.

Liabilities: Obligations a business owes to others, such as loans or accounts payable.

Liquidity ratioes: Ratios/that measure a business’s ability to meet short-term obligations, such as
the curtent ratio.

Managers: Internal users of financial statements who rely on them for planning and control.
Prepayments: Payments made in advance for goods or services to be received in the future.
Profit and loss account: A financial statement that records incomes and expenses to determine
net profit or loss.

Provisions: Amounts set aside for anticipated liabilities, such as doubtful debts or repairs.

Ratio analysis: A technique for interpreting financial statements by calculating relationships
between figures.

Solvency ratios: Ratios that measure a business’s ability to meet long-term obligations, such as
debt-to-equity.

Trading account: A financial statement that shows gross profit or loss from buying and selling
goods.
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Trend analysis: The study of financial data over several periods to identify patterns of growth or
decline.

Users of financial statements: Stakeholders such as managers, investors, creditors, and
government agencies who rely on financial information for decision-making.

H### Concept Check Questions 3

Objective questions
1. Financial statements are primarily prepared to:
a) Record daily transactions
b) Provide information for decision-making
c) Calculate depreciation
d) Audit accounts
(Linked to SLO 3.1)

2. Which of the following is a qualitative characteristic of financial information?
a) Faithful representation
b) Historical cost
c) Tax compliance
d) Market value
(Linked to SLO 3.2)

3. The balance sheet is structured to ensure that:
a) Gross profit equals net profit
b) Assets equal liabilities plus equity
c) Cash inflows equal cash outflows
d) Revenues equal expenses
(Linked to SLO 3.3)

Short-answer questions

4. Define accruals and give one example. (Linked to SLO 3.4)

5. State two types of profitability/ratios. (Linked to SLO 3.5)

6. What is the purpose of comparative statements? (Linked to SLO 3.5)

7. Name one way government agencies use financial statements. (Linked to SLO 3.6)

Long-answer questions

8. Explain the difference between the trading account and the profit and loss account, giving examples
of items recorded in each. (Linked to SLO 3.3)

9. Demonstrate how closing entries are used to prepare final accounts, and discuss why they are
important. (Linked to SLO 3.4)

10. Evaluate the usefulness of ratio analysis and trend analysis for investors and creditors. (Linked to SLO
3.5 and SLO 3.6)

Answers to Concept Check Questions 3

Objective questions

R
el | A-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



1. b) Provide information for decision-making
2. a) Faithful representation
3. b) Assets equal liabilities plus equity

Short-answer questions

4. Accruals are expenses or revenues that have occurred but are not yet recorded. Example: wages
owed but not yet paid.

5. Gross profit margin and net profit margin.

6. Comparative statements allow figures for two or more periods to be presented side by side to
highlight changes.

7. Governments use financial statements for taxation purposes.

Long-answer questions
8. Basic response: The trading account records direct items such as opening stock, purchases, and sales
to calculate gross profit. The profit and loss account records indirect expenses and incomes to
determine net profit.

Value-added response: Learners may add that the trading account focuses on operational
performance, while the profit and loss account provides a broader view of profitability. They may also
explain how these accounts help managers identify cost control opportunities and assess efficiency.

9. Basic response: Closing entries transfer balances from temporary accounts (revenues and expenses)
to permanent accounts (retained earnings), resetting temporary accounts to zero for the next period.

Value-added response: Learners may expand by showing how closing entries ensure accuracy in final
accounts, support preparation of the balance sheet, and prevent double counting. They may also
illustrate with a journal entry example.

10. Basic response: Ratio analysis helps investors and creditors interpret profitability, liquidity, and
solvency, while trend analysis shows performance patterns over time.

Value-added response: Learners may evaluate that while these tools are useful, they have limitations
such as reliance on accounting policies and assumptions. Outstanding learners may also discuss how
combining ratio and trend analysis with'external market data provides a more complete picture for
decision-making.

Answers to Pilot Questions.3

Part3.1 Introduction to financial statements

1. Financial statements provide structured reports of financial activities and position.
2. Managers, investors, creditors, and government agencies.

3. Relevance, faithful representation, comparability.

4. They are based on historical cost and exclude non-financial information.

5. To help users interpret financial statements more critically.

Part 3.2 Structure and preparation of financial statements

1. The trading account shows gross profit or loss from buying and selling goods.
2. The profit and loss account determines net profit or loss for the period.

3. Assets, liabilities, and equity.

4. Operating, investing, and financing.
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5. It shows how cash is managed and whether obligations can be met.

Part 3.3 Adjustments and closing entries

1. Adjustments ensure revenues and expenses are recorded in the correct period.

2. Accrual: wages owed but not yet paid. Prepayment: rent paid in advance.

3. Closing entries transfer balances from temporary accounts to permanent accounts.

4. Temporary accounts are reset each period, permanent accounts carry balances forward.

5. Errors of omission, commission, principle, or compensating errors; corrected through adjusting
entries or re-posting.

Part 3.4 Interpretation and analysis of financial statements

1. Ratio analysis interprets financial statements by calculating relationships between figures.
2. Profitability ratio: gross profit margin. Liquidity ratio: current ratio.

3. Comparative statements present figures for two or more periods side by side.

4. Trend analysis assumes past patterns will continue.

5. Because external factors such as inflation or market changes affect.interpretation.

Part 3.5 Application of financial statements in decision-making

1. Managers use them for planning, budgeting, and control:

2. Investors look for profitability and growth potential.

3. Liquidity and solvency ratios.

4. They use profit figures to assess tax liabilities.

5. Regulators check compliance with standards.and disclosure requirements.

H##t## References and attributions 3

Figure 3.1 Purpose and users of financial statements

Al prompt: “Create a diagram showing how business transactions are summarised into financial
statements and used by managers, investors, creditors, and government.”

Search string: “users.of financial statements diagram OER”

Box 3.1 Qualitative characteristics of financial information

Al prompt: “Create a text box listing qualitative characteristics of financial information with short
definitions.”

Search string: “qualitative characteristics of financial information OER”

Table 3.1 Limitations of financial statements
Al prompt: “Create a table listing limitations of financial statements with brief explanations.”
Search string: “limitations of financial statements table OER”

Figure 3.2 Flow of trading and profit and loss accounts

Al prompt: “Create a diagram showing how gross profit is calculated in the trading account and net
profit in the profit and loss account.”

Search string: “trading and profit and loss account diagram OER”

Table 3.2 Structure of a balance sheet

Al prompt: “Create a table showing the structure of a balance sheet with assets, liabilities, and equity.”
Search string: “balance sheet structure table OER”
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Box 3.2 Components of a cash flow statement
Al prompt: “Create a text box listing the three components of a cash flow statement with examples.”
Search string: “cash flow statement components OER”

Table 3.3 Examples of common adjustments
Al prompt: “Create a table listing common accounting adjustments with definitions and examples.”
Search string: “accounting adjustments examples table OER”

Figure 3.3 Closing entries and preparation of final accounts

Al prompt: “Create a diagram showing how closing entries transfer balances from temporary accounts
to permanent accounts before preparing final accounts.”

Search string: “closing entries accounting diagram OER”

Box 3.3 Types of accounting errors
Al prompt: “Create a text box listing types of accounting errors with-brief explanations.”
Search string: “types of accounting errors OER”

Table 3.4 Examples of financial ratios
Al prompt: “Create a table listing types of financial ratios with definitions and examples.”
Search string: “financial ratio analysis examples table OER”

Figure 3.4 Comparative statements for trend analysis

Al prompt: “Create a diagram showing comparative income statements for two years with changes
highlighted.”

Search string: “comparative financial.statements trend analysis OER”

Box 3.4 Limitations of financial-analysis
Al prompt: “Create a text box listing limitations of financial analysis with short explanations.”
Search string: “limitations of financial analysis OER”

Figure 3.5 Use of financial statements by management

Al prompt: “Create a diagram showing how managers use profit and loss, balance sheet, and cash flow
statements for planning and control.”

Search string: “use of financial statements by management OER”

Table 3.5 Financial statement use by investors and creditors

Al prompt: “Create a table showing how investors and creditors use financial statements with examples
of ratios.”

Search string: “investors creditors use financial statements OER”

Box.3.5 Government use of financial statements
Al prompt: “Create a text box summarising how government and regulators use financial statements.”
Search string: “government use of financial statements OER”

International Accounting Standards Board. (n.d.). *International Financial Reporting Standards (IFRS)*.
Retrieved from https://www.ifrs.org
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Course code:ACC 101
Course title: Introduction to Financial Accounting |
Course unit load:(3 Units C: LH 30; PH 15)

Series Titles for ACC 101: series:4. Recording, Double Entry, and Trial Balance

Foundations of Accounting

Bookkeeping and Financial Accounting
Branches and Objectives of Accounting
Recording, Double Entry, and Trial Balance
Bank Reconciliation and Error Correction

Ol W

Series 4: Accounting For Specific Entities And Contexts

4.1 Accounting for non-profit organisations
4.1.1 Characteristics of non-profit entities
4.1.2 Preparation of receipts and payments accounts
4.1.3 Income and expenditure accounts

4.2 Accounting for partnerships
4.2.1 Features of partnership accounting
4.2.2 Capital and current accounts
4.2.3 Treatment of admission, retirement, and dissolution

4.3 Accounting for companies
4.3.1 Characteristics of company accounts
4.3.2 Share capital and reserves
4.3.3 Preparation of company final accounts

4.4 Accounting in‘specialised contexts
4.4.1 Government accounting basics
4.4.2 Agricultural accounting
4.4.3 Accounting for small businesses

Introduction

In the last Series, we explored financial statements, their preparation, adjustments, and
interpretation, gaining a strong foundation in how accounting information is structured and
analysed. Building on that knowledge, this Series turns to the application of accounting in
different organisational contexts. Accounting does not operate in isolation; it adapts to the needs
of non-profit organisations, partnerships, companies, and even specialised sectors such as
government and agriculture. Understanding these variations is essential for applying accounting
principles effectively in practice.
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The aim of this Series is to equip you with the knowledge and skills to prepare and interpret
accounts for specific entities and contexts, ensuring you can adapt accounting techniques to
diverse organisational settings.

We shall commence this Series by examining accounting for non-profit organisations, focusing
on their unique characteristics and the preparation of receipts and payments accounts as well as
income and expenditure accounts. Next, we will move on to partnership accounting, considering
features such as capital and current accounts and the treatment of admission, retirement, and
dissolution. Following that, we will study company accounts, including share capital, reserves,
and the preparation of final accounts. Finally, we will round off the Series by exploring
accounting in specialised contexts, such as government, agriculture, and small businesses,
highlighting how accounting principles are tailored to meet sector-specific needs.

Series Learning Outcomes

Upon completing this Series, you should be able to:

SLO 4.1 define the characteristics of non-profit organisations and explain how they influence
accounting practices,

SLO 4.2 demonstrate how to prepare receipts and payments accounts as well as income and
expenditure accounts for non-profit entities,

SLO 4.3 describe the features of partnership accounting and distinguish between capital and
current accounts,

SLO 4.4 apply accounting procedures to pattnership changes such as admission, retirement, and
dissolution,

SLO 4.5 explain the characteristics of company accounts and identify the role of share capital
and reserves,

SLO 4.6 prepare final accounts for companies in line with standard accounting practices,

SLO 4.7 analyse the basic principles of government accounting and their application in public
sector reporting,

SLO 4.8 outline the key features.of agricultural accounting and demonstrate how they differ
from general business accounting, and

SLO 4.9 evaluate the relevance of accounting practices for small businesses and apply suitable
methods for their financial reporting.

4.1 Accounting For Non-Profit Organisations

4.1.1 Characteristics of non-profit entities

**Non-profit organisations** are entities established to serve social, cultural, educational, or charitable purposes
rather than to make profits. Their primary objective is service delivery, not wealth creation. Unlike businesses, they
rely on donations, grants, subscriptions, and other voluntary contributions. They do not distribute profits to
members but reinvest surpluses into their activities.

Fill in'the blank: Non-profit organisations reinvest any into their activities rather than distributing
them to members.

Al prompt suggestion: “Create a diagram showing sources of funds for non-profit organisations and how they are
applied to activities.”
Search string: “non-profit organisation characteristics diagram OER”
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Diagram showing the flow of funds into a non-profit organisation (donations, grants, subscriptions) and how they
are applied to activities.
Caption: Figure 4.1 Characteristics of non-profit entities

##Ht 4.1.2 Preparation of receipts and payments accounts

A **receipts and payments account** is a summary of cash received and cash paid during a period. It is.similar to a
cash book but presented in a simplified format. It records all cash transactions, whether capital or revenue,
without distinguishing between them. This account provides a broad overview of cash movement but.does not
show surplus or deficit.

Fill in the blank: A receipts and payments account records all transactions.without distinguishing
between capital and revenue.

SAMPLE RECEIPTS AND PAYMENTS ACCOUNT

R S e —
FOR THE YEAR ENDED 31 DECEMBER 2024

RECEIPTS $) PAYMENTS $)

* To Balance b/d (Cash/Bank) * By Rent

e To Subscriptions * By Salaries

* To bubscriptions * By Utilities (Electricity/Water)
* To Donations * By Repairs & Maintenance

* To Grants Received * By Insurane & Stationery

* To Sale of Old Equipment * By Purchase of Equipment
* To Interest Income * By Balance c/d (Cash/Bank)

Source: Open Educational Resources.

Table 4.1 Sample receipts and payments account
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Short description: A table showing cash receipts (donations, subscriptions, grants) and cash payments (salaries,
rent, utilities).

### 4.1.3 Income and expenditure accounts

An **income and expenditure account** is similar to a profit and loss account but prepared by non-profit
organisations. It records revenue items only, matching incomes with expenses for the period to determine surplus
or deficit. Unlike the receipts and payments account, it excludes capital items and focuses on operational
performance. This account provides a clearer picture of financial sustainability.

Fill in the blank: An income and expenditure account determines whether the organisation has a or
deficit for the period.

INCOME AND EXPENDITURE
ACCOUNT FEATURES

KEY CHARACTERISTICS

1. Nature of Account: A nomaal account, similar to P-L.

toaP-L.

2. Accounting Basis: Prepared on an accrual basis, recognizing
income/expenses when earned/incurred.

3. Periodicity: Covers a specific accounting period (e.g., year).

4. Items Included: Records all revenue and capital income and expenses
related tie period.

5. Depreciation: Non-cash expenses like depreciation are included.

6. Objective: To assechin the surplus () (profit (loss) fos) for the
period.

Source: Open Educational Resources

Caption: Box 4.1 Features of an income and expenditure account
Short description: A boxed text listing features such as revenue focus, exclusion of capital items, and
determination of surplus or deficit.
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Pilot questions 4.1

1. What are the main characteristics of non-profit organisations?

2. What is the purpose of a receipts and payments account?

3. How does an income and expenditure account differ from a receipts and payments account?

4. State one source of income for non-profit organisations.

5. What does an income and expenditure account reveal about an organisation’s financial performance?

## 4.2 Accounting For Partnerships

#iHt 4.2.1 Features of partnership accounting

A **partnership** is a business arrangement where two or more individuals agree to share ownership,
responsibilities, profits, and losses. Partnership accounting reflects this shared ownership by maintaining records
that show each partner’s contribution and entitlement. Unlike sole proprietorships, partnerships require clear
agreements on profit sharing, capital contributions, and responsibilities.

Fill in the blank: A partnership is a business arrangement where two or more individuals agree to share
, responsibilities, profits, and losses.

PARTNERSHIP ACCOUNTING:
CAPITAL & PROFIT SHARING

Capital
PARTNER A F— conmpution —\\\l PARTNER B

i} (Cash/Assets)

PARTNERSHIP Share of Profit/L
PARTNER B :> BUSINESS :> ar(zf?ase:iooln i

Agreement)

PROFIT/LOSS

KEY AGREEMENTS:
« 1. Capital Ratios
* 2. Profit/Loss Sharing Ratio
« 3. Salaries/Interest

Source: Open Educational Resources.
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Diagram showing partners contributing capital, sharing profits, and recording accounts.
Caption: Figure 4.2 Features of partnership accounting

---### 4.2.2 Capital and current accounts

In partnership accounting, each partner has a **capital account** and often a **current account**. The capital
account records the initial and subsequent contributions made by the partner, while the current account records
day-to-day transactions such as drawings, interest on capital, and share of profits. This separation ensures clarity in
tracking long-term investment versus short-term movements.

Fill in the blank: The account records initial and subsequent contributions made by a‘partner, while
the current account records day-to-day transactions.

PARTNERSHIP ACCOUNTING:

CAPITAL & CURRENT ACCOUNTS
FOR THE YEAR ENDED 31 DECEMBER 2024

PARTICULARS PARTNER A CARRENT CURRENT
ACCOUNTS (5) [ ACOUNTS ($) ACCOUNTS (§)

$00
By Balance b/d $ 280
Drawings $1870

$6,84 00
CREDIT $4,8200

Interest on Capital
Salary
Share of Profit

To Balance c/d $8250 $2500
To Balance c/d $6,890 $1,020

Source: Open Educational Resources.

Caption: Table 4.2 Example of capital and current accounts
Short description: A table showing partner A and partner B with capital contributions, drawings, and profit shares.
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### 4.2.3 Treatment of admission, retirement, and dissolution

Partnerships change over time, and accounting must reflect these changes. **Admission of a new partner**
requires revaluation of assets and liabilities and adjustment of profit-sharing ratios. **Retirement of a partner**
involves settling their capital and current account balances, including goodwill. **Dissolution of a partnership**
means closing the business, realising assets, paying liabilities, and distributing any remaining balance among
partners.

Fill in the blank: Admission of a new partner requires revaluation of and liabilities and adjustment of
profit-sharing ratios.

PARTNERSHIP ACCOUNTING: CHANGES IN
PARTNERSHIP

KEY EVENTS IN A PARTNERSHIP

1. ADMISSION:

When a new partner joins; requires revaluation of
assets/liablities & adjusment of profit-sharing ratio.

2. RETIREMENT/DEATH:

When a partner leaves; involves settlment of the
partner’s share, revaluation, stare, and adjusment, of
remaining partners’ capital.

3. DISSOLUTION:

The termination of the partnership; involves
winding up sulsiness, assets, paying liabilities, and
distributing remaining funds.

Source: Open Educational Resorrces.

Box 4.2 Partnership changes and their accounting treatment
Short description: A boxed text summarising admission, retirement, and dissolution with key accounting steps.

Pilot questions 4.2
1. What are the main features of partnership accounting?

-
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2. What is the difference between a capital account and a current account?
3. How is admission of a new partner treated in accounting records?

4. What steps are involved in settling accounts when a partner retires?

5. What does dissolution of a partnership involve?

## 4.3 Accounting For Companies

### 4.3.1 Characteristics of company accounts

A **company** is a legal entity separate from its owners, established under law to conduct business. Company
accounts differ from those of sole proprietorships and partnerships because they must comply with statutory
requirements and accounting standards. They provide transparency to shareholders, creditors, regulators, and the
public. Key features include limited liability, separate legal personality, and the need for audited financial
statements.

Fill in the blank: A company is a legal entity separate from its , established under law to conduct
business.

COMPANY ACCOUNTING:
SEPARATION OF ENTITIES

COMPANY
SHAREHOLDERS (LEGAL ENTITY) CREDITORS
Invest Capital Pay Dividends Pay Dividends

SEPARATE LEGAL ENTITY PRINCIPLE

« Company is separte from owners.
Provide Loans/Credit?| * Limited Liability for Shareholers. ™ Repay Debt + Interest
» Company owns assets, not shareholers.

« Creditors lend to company, not shareholers.

v N\

Distinct Rights & Obligations Distinct Rights & Obligations

Source: Open Educational Resources.

Diagram showing separation between company, shareholders, and creditors.
Caption: Figure 4.3 Characteristics of company accounts
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##Ht 4.3.2 Share capital and reserves

**Share capital** refers to the funds raised by a company through the issue of shares to shareholders. It
represents ownership interest in the company. **Reserves** are profits retained in the business or amounts set
aside for specific purposes, such as general reserves or capital reserves. Together, share capital and reserves form
part of shareholders’ equity and reflect the financial strength of the company.

Fill in the blank: Share capital represents ownership interest in the company, while are profits
retained or set aside for specific purposes.

COMPANY ACCOUNTING:
SHARE CAPITAL & RESERVES

EXAMPLES OF EQUITY ACCOUNTS

SHARE CAPITAL RESERVES

« Equity Shares (Common Share Premium Account
Stock General Reserve

Retaned Earnings
(Accumulated Profit)
Capital Reserve
Revullation Reserve

* Preference Shares
* Debauintes (Convertible)

Source: Open Educational Resources.

Caption: Table 4.3 Example of share capital and reserves
Short description: A table showing ordinary share capital, preference share capital, general reserve, and capital
reserve.
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##Ht 4.3.3 Preparation of company final accounts

Company final accounts include the **income statement**, **balance sheet**, and **cash flow statement**,
prepared in accordance with statutory requirements and accounting standards. The income statement shows
revenues and expenses, the balance sheet presents assets, liabilities, and equity, while the cash flow statement
records cash movements. These accounts provide a comprehensive view of company performance and financial
position, ensuring accountability to shareholders and regulators.

Fill in the blank: Company final accounts include the income statement, balance sheet, and
statement.

COMPANY ACCOUNTING:
COMPONENTS OF FINAL ACCOUNTS

KEY COMPONENTS & DEFINITIONS

1. Statement of Financial Position (Balance Sheet): Shows
Shows assets, liabilties, and equity at a specific date.

2. Statement of Profit or Loss (Incss (Income Statement):
Reports eilly revenues expenses, expenses, and profit profit over
over as, (e.g., period.

3. Statement of Changes in Equity):
Details movements in sememts in share capital and resince, an
reserves.

5. Statement of Cash Flows: Sumaurzizes cash inflows oufows from
operating, investing, & finanation, accounting policies, and supporting
details.

Source: Open Educational Resources.

Caption: Box 4.3 Components of company final accounts
Short description: A boxed text listing income statement, balance sheet, and cash flow statement with brief
explanations.
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Pilot questions 4.3

1. What are the main characteristics of company accounts?

2. What is share capital, and how does it differ from reserves?

3. Name the three main components of company final accounts.

4. Why must company accounts comply with statutory requirements?
5. How do company accounts provide accountability to shareholders?

## 4.4 Accounting In Specialised Contexts

### 4.4.1 Government accounting basics

**Government accounting®* refers to the process of recording, classifying, and reporting financial transactions of
public sector entities. Unlike business accounting, its focus is on accountability and transparency rather than profit.
It ensures that public funds are used efficiently and in line with approved budgets. Government accounts often
follow cash-based or fund-based systems, depending on the regulations in place.

Fill in the blank: Government accounting focuses on accountability and rather than profit.

GOVERNMENT ACCOUNTING:
REVENUE & EXPENDURE CYCLE

SOURCES OF GOVERNMENT

REVENUE EXPENDTURE
(PUBLIC SERVICES)

* Taxes (Income, Sales, Property) « Healthcare

* Fees & Licgnses * Infrastructure

» Gran.ts & A'_d GOVERNMENT « Social Welfare

* Public Services Charges & BUGET & * Public Admanistration

MANAGEMENT

FINANCIAL REPORTING Reports On Use

Collects & Manages Funds —> & ACCOMIBILITY — s

OVERSIGHT & TRANSPARENCY
(e.g., Audits, Public Scruniny)

Source: Open Educational Resources.

-
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Diagram showing flow of public funds from revenue collection to expenditure reporting.
Caption: Figure 4.4 Government accounting basics

#iHt 4.4.2 Agricultural accounting

**Agricultural accounting** deals with recording and reporting financial activities in farming and related
enterprises. It considers unique aspects such as crop cycles, livestock valuation, and seasonal variations. Farmers
need to track costs of production, revenues from sales, and changes in biological assets. This helps in determining
profitability and sustainability of agricultural operations.

Fill in the blank: Agricultural accounting considers unique aspects such as crop cycles, livestock valuation, and
variations.

AGRICULTURAL ACCOUNTING

TYPICAL ACCOUNTING ITEMS & ADJUSTMENTS

COSTS REVENUES ADJUSTMENTS

¢ Seeds & Fertilizers * Crop Sales (Harvests) | ¢ Inventory Valuation
* Feed & Vet Expenses e Livestock Sales (Milk, | (Harvested/Growing Crops
* Fuel & Machinery Milk, Meat, Wool) Crops, Livestock

Maintenance * Government ¢ Amortiation (Biological Assets)
¢ Labour (Wages) Subsicies/Grants ¢ Impariment (Drouht/Disease Loss
* Land Rent/Lease * Sale of Produce * Fair Value Accounting

(Equipme ent/Buildings) (Produce/Livestock)

Source: Open Educational Resorces

Table 4.4 Example of agricultural accounting items

Short description: A table showing costs (seeds, fertiliser, labour), revenues (crop sales, livestock sales), and
adjustments (valuation of livestock).
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#it# 4.4.3 Accounting for small businesses

**Small business accounting** involves simplified methods suited to enterprises with limited resources. It focuses
on maintaining accurate records of cash flow, expenses, and revenues. Many small businesses use single-entry
systems or basic software tools. The emphasis is on practicality and compliance with tax regulations rather than
complex reporting.

Fill in the blank: Small business accounting often uses systems or basic software tools to maintain
records.

SMALL BUSINESS ACCOUNTING: KEY FEATURES
CHARACTERITICS & SIMPLIICATIONS

1. SIMPLIFIED BOOKKEEPFING: Often uses single-entry or
simlified irsiplified double-entry systems.

2. CASH-BASIS ACCOUNTING: Revenues & expenses recorded
when cash is received or paid (simpler than
accrual).

3. FEWER FORMAL REQUIREMENTS: Less complex reporting &
auditing compared on large corporations.

4. USE OF ACCOUNTING SOFTWARE: Cloud-based
Cloud-based tools for invoscing, expense tracking
& reporting.

5. FOCUS ON CASH FLOW: Managing daily liquidity is cruciol
for survival & growth.

6. TAX COMPLIANCE: Significaiss on accurate records for tax
tax filings.

Source: Open Educational Resources.

Box 4.4 Features of small business accounting
Short description: A boxed text listing features such as simplicity, focus on cash flow, and compliance with tax
regulations.
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Pilot questions 4.4

1. What is the main focus of government accounting?

2. Name one unique aspect considered in agricultural accounting.

3. Why is agricultural accounting important for farmers?

4. What type of system is often used in small business accounting?

5. How does small business accounting differ from company accounting?

Series summary

This Series has focused on accounting for specific entities and contexts, showing how accounting
practices adapt to the needs of different organisations. We began with non-profitorganisations,
examining their unique characteristics and the preparation of receipts and payments accounts as
well as income and expenditure accounts. Then we moved on to partnerships, where we
considered capital and current accounts and the treatment of admission, retirement, and
dissolution. Following that, we studied company accounts, including share capital, reserves, and
the preparation of final accounts. Finally, we explored specialised contexts such as government,
agriculture, and small businesses, highlighting how accounting principles are tailored to meet
sector-specific requirements.

By completing this Series, you should now be able to define the characteristics of non-profit
organisations and prepare their accounts (SLO 4.1 and SLO 4.2), describe and apply partnership
accounting procedures (SLO 4.3 and SLO 4.4), explain and prepare company accounts (SLO 4.5
and SLO 4.6), and analyse accounting practices in government, agriculture, and small businesses
(SLO 4.7 to SLO 4.9). These outcomes ensure‘that you can adapt accounting techniques to
diverse organisational settings, reinforcing your ability to apply accounting knowledge in
practical and varied contexts.

Glossary of terms

Agricultural accounting: The recording and reporting of farming activities, including crop
cycles, livestock valuation, and seasonal variations.

Capital account: A record of a partner’s long-term investment in a partnership, including initial
and subsequent contributions.

Company: A legal entity separate from its owners, established under law, with limited liability
and statutory reporting requirements.

Current account: A record of a partner’s day-to-day transactions such as drawings, interest on
capital, and share of profits.

Dissolution: The process of closing a partnership, realising assets, paying liabilities, and
distributing any remaining balance among partners.

Government accounting: The system of recording, classifying, and reporting financial
transactions of public sector entities, focused on accountability and transparency.

Income and expenditure account: A financial statement prepared by non-profit organisations to
record revenue items and determine surplus or deficit.

Non-profit organisation: An entity established to serve social, cultural, educational, or
charitable purposes, reinvesting surpluses into its activities rather than distributing profits.
Receipts and payments account: A summary of cash received and cash paid during a period,
showing overall cash movement but not surplus or deficit.

Reserves: Profits retained in a company or amounts set aside for specific purposes, such as
general or capital reserves.

Share capital: Funds raised by a company through the issue of shares, representing ownership
interest.
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Small business accounting: Simplified accounting methods used by small enterprises, often
involving single-entry systems or basic software tools.

Surplus: The excess of income over expenditure in a non-profit organisation, reinvested into its
activities.

Concept Check Questions 4

Objective questions
1. Non-profit organisations reinvest surpluses into their activities rather than distributing them to
members. This statement is:

a) True

b) False

(Linked to SLO 4.1)

2. Which account records all cash transactions, whether capital or revenue, without distinguishing
between them?

a) Income and expenditure account

b) Receipts and payments account

c) Balance sheet

d) Cash flow statement

(Linked to SLO 4.2)

3. In partnership accounting, which account records day-to-day transactions such as drawings and share
of profits?

a) Capital account

b) Current account

c) Reserve account

d) Cash account

(Linked to SLO 4.3)

4. Share capital in a company represents:
a) Profits retained in.the business
b) Ownership interest raised through issue of shares
c) Liabilities owed to creditors
d) Government grants
(Linked to SLO 4.5)

5. Government accounting focuses primarily on:
a) Profit maximisation
b) Accountability and transparency
c).Shareholder wealth
d) Market competition
(Linked to SLO 4.7)

-
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Short-answer questions

6. Define an income and expenditure account. (Linked to SLO 4.2)

7. State one difference between a capital account and a current account in partnership accounting.
(Linked to SLO 4.3)

8. Explain what reserves represent in company accounts. (Linked to SLO 4.5)

9. Identify one unique aspect of agricultural accounting. (Linked to SLO 4.8)

10. What type of system is often used in small business accounting? (Linked to SLO 4.9)

Long-answer questions

11. Describe the main characteristics of non-profit organisations and explain howthese influence their
accounting practices. (Linked to SLO 4.1)

12. Demonstrate how admission of a new partner is treated in partnership accounting, including
adjustments to profit-sharing ratios. (Linked to SLO 4.4)

13. Explain the components of company final accounts and discuss their importance for accountability.
(Linked to SLO 4.6)

14. Analyse the differences between government accounting and business accounting, highlighting their
respective objectives. (Linked to SLO 4.7)

15. Evaluate the relevance of accounting practices for small businesses, considering their limitations and
advantages. (Linked to SLO 4.9)

Answers to Concept Check Questions 4

Objective questions

a) True

Receipts and payments account

Current account

Ownership interest raised through'issue of shares

1.
2.
3.
4,
5. b) Accountability and transparency

b
b
b
b

_— — — —

Short-answer questions

6. An income and expenditure account is a financial statement prepared by non-profit organisations to
record revenue items and determine surplus or deficit.

7. A capital account records long-term contributions, while a current account records day-to-day
transactions.

8. Reserves are profits retained in the business or amounts set aside for specific purposes.

9. Crop cycles or livestock valuation.

10. Single-entry systems or basic software tools.

Long-answer questions
11. **Basic response**: Non-profit organisations aim to serve social or charitable purposes, reinvesting
surpluses into activities. Their accounting reflects service orientation rather than profit.

**Value-added response**: Outstanding learners may explain how reliance on donations and grants
influences reporting, and how accountability to donors shapes financial statements.

-
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12. **Basic response**: Admission of a new partner requires revaluation of assets and liabilities and
adjustment of profit-sharing ratios.

**Value-added response**: Learners may add that goodwill is considered, and capital accounts are
adjusted to reflect the new partner’s contribution.

13. **Basic response**: Company final accounts include the income statement, balance sheet, and cash
flow statement, showing performance and financial position.

**Value-added response**: Learners may discuss statutory compliance, shareholder accountability,
and how these accounts enhance transparency and investor confidence.

14. **Basic response**: Government accounting focuses on accountability and transparency, while
business accounting focuses on profit.

**Value-added response**: Learners may analyse how fund-based systems differ from accrual
systems, and how public accountability shapes reporting in government.

15. **Basic response**: Small business accounting is simplified, focusing on cash flow and compliance.
**Value-added response**: Learners may evaluate advantages such as ease of use and limitations
such as lack of detailed analysis, suggesting how small businesses canadopt affordable tools to improve

reporting.

Hit#H#t Answers to Pilot Questions 4

Part 4.1 Accounting for non-profit organisations

1. They are service-oriented entities that reinvest surpluses into activities rather than distributing
profits.

2. To summarise cash received and paid during a period.

3. The receipts and payments account records all'cash transactions, while the income and expenditure
account focuses on revenue items to.determine surplus or deficit.

4. Donations, grants, or subscriptions.

5. It reveals whether the organisation has a surplus or deficit for the period.

Part 4.2 Accounting for partnerships

1. Shared ownership, responsibilities, profits, and losses, with clear agreements on contributions and
entitlements.

2. The capital account records long-term contributions, while the current account records day-to-day
transactions:

3. Assets and liabilities are revalued, goodwill is considered, and profit-sharing ratios are adjusted.

4. Settling the retiring partner’s capital and current account balances, including goodwill.

5. Realising assets, paying liabilities, and distributing any remaining balance among partners.

Part 4.3 Accounting for companies

1. Companies are separate legal entities with limited liability, statutory reporting requirements, and
audited accounts.

2. Share capital is ownership interest raised through shares, while reserves are profits retained or set
aside for specific purposes.

3. Income statement, balance sheet, and cash flow statement.

4. To ensure compliance with laws and accounting standards.

5. By providing transparency and accountability to shareholders and regulators.

-
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Part 4.4 Accounting in specialised contexts

1. Accountability and transparency.

2. Crop cycles or livestock valuation.

3. It helps farmers track costs, revenues, and changes in biological assets to assess profitability.

4. Single-entry systems or basic software tools.

5. Small business accounting is simplified and practical, focusing on cash flow and compliance rather
than complex reporting.
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Figure 4.1 Characteristics of non-profit entities
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Course code:ACC 101
Course title: Introduction to Financial Accounting |
Course unit load:(3 Units C: LH 30; PH 15)

Series Titles for ACC 101: series:b.Bank Reconciliation and Error Correction

Foundations of Accounting

Bookkeeping and Financial Accounting
Branches and Objectives of Accounting
Recording, Double Entry, and Trial Balance
Bank Reconciliation and Error Correction

ARl o S

Series 5: Emerging Issues and Applications in Accounting

5.1 Accounting for digital transactions
5.1.1 Features of e-commerce accounting
5.1.2 Recording and reporting digital payments
5.1.3 Challenges in online transaction accounting

5.2 Accounting ethics and corporate governance
5.2.1 Principles of accounting ethics
5.2.2 Role of corporate governance in financial reporting
5.2.3 Case studies on ethical dilemmas

5.3 International accounting standards
5.3.1 Overview of IFRS and global harmonisation
5.3.2 Differences between IFRS and local GAAP
5.3.3 Implications for multinational.companies

5.4 Contemporary tools and technologies in accounting
5.4.1 Use of accounting software and ERP systems
5.4.2 Role of data analytics and Al'in-accounting
5.4.3 Cybersecurity considerations in financial reporting

Introduction

In today’s rapidly changing business environment, accounting is no longer confined to traditional
bookkeeping and financial reporting. Organisations now face challenges such as digital
transactions, ethical dilemmas, global standards, and the integration of advanced technologies.
These developments make it essential for learners to understand how accounting adapts to
modern contexts and supports decision-making in a dynamic world.

The aim of this Series is to introduce you to emerging issues and applications in accounting,
equipping you with the knowledge and skills to apply accounting principles in contemporary
settings and to appreciate their relevance in global practice.

We shall commence this Series by exploring accounting for digital transactions, focusing on e-
commerce, online payments, and the challenges of recording them. Next, we will move on to
accounting ethics and corporate governance, examining principles, roles, and case studies.
Following that, we will study international accounting standards, considering IFRS, local GAAP,
and implications for multinational companies. Finally, we will wrap up by looking at
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contemporary tools and technologies in accounting, including software, data analytics, artificial
intelligence, and cybersecurity considerations.

Series Learning Outcomes

Upon completing this Series, you should be able to:

SLO 5.1 define the key features of e-commerce accounting and explain how digital transactions
are recorded,

SLO 5.2 demonstrate how to report digital payments and analyse challenges associated with
online transaction accounting,

SLO 5.3 describe the principles of accounting ethics and evaluate their role in guiding
professional behaviour,

SLO 5.4 explain the importance of corporate governance in financial reporting and apply ethical
reasoning to case studies,

SLO 5.5 outline the objectives of international accounting standards and compare IFRS with
local GAAP,

SLO 5.6 analyse the implications of global harmonisation for multinational companies,

SLO 5.7 demonstrate the use of accounting software and ERP systems in managing financial
information,

SLO 5.8 evaluate the role of data analytics and artifi¢ial intelligence in modern accounting
practice, and

SLO 5.9 identify cybersecurity considerations in finanecial reporting and apply strategies to
safeguard accounting information.

5.1 Accounting For Digital Transactions

5.1.1 Features of e—commerce accounting

E-commerce accounting refers to the application of accounting principles to online business
transactions. It involves tracking sales, purchases, and payments that occur through digital
platforms. Unlike traditional accounting, it must account for issues such as multiple payment
gateways, cross-border transactions, and digital receipts. A key feature is the reliance on
electronic records rather than paper documentation, which requires accuracy and secure storage.
Fill in the blank: E-commeree accounting relies on records rather than paper
documentation.

R
el | A-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



E.-COMMERCE ACCOUNTING:
DIGITAL TRANSACTION FLOW

CUSTOMER PURCHASE TO ACCOUNTING RECORDS

1. CUSTOMER PURCHASES

* Online Order ’
| * Order Processing
» Payment Gateway Al = Inventory Update T S
(Credit Card/PayPal) :
+ Genrates Invoice
5. ACCOUNTING SYSTEM

+ Automated Data Entry
« Categorizes Revenue
+ Categorizes Revenue

2. E-=COMMERCE PLATFORM/CMS

Transaction Data

A

Automated + Records Expenses (Fees, COGS)
3. PAYMENT PROCESSING 4. INTEGRATIONS Data Flow & « Updates Ledgers
+ Funds Settlement (Bank) - Shipping Tax Provider Reconditation | Updates (Sales, Bank, AR/AP)
* Transaction Fees « Transaction Fees » Generates Financial Reports

Source: Open Educational Resources

Short description: Diagram showing flow of digital transactions from customer purchase to
accounting records. Caption: Figure 5.1 Features of e-commerce accounting

5.1.2 Recording and reporting digital payments

Digital payments are transactions completed using electronic methods such as credit cards,
mobile wallets, or online banking. Recording these payments requires careful reconciliation
between payment gateways and accounting systems. Reporting involves presenting them in
financial statements in line with accounting standards, ensuring transparency and compliance. A
challenge is the need to match transaction data across multiple platforms, which can be complex.
Fill in the blank: Recording digital payments requires careful between payment
gateways and accounting systems.

-
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E—COMMERCE ACCOUNTING:
DIGITAL PAYMENT RECINCILLATION
EXAMPLE ENTRIES FOR TYPICAL TRANSACTIONS

TRANSACTION DIGITAL PAYMENT ACCOUNTING SYSTEM
DESCRIPTION PLATFORM ENTRY

RECORD (BANK LEDGER)

Sale Amount: $100.00 DEBIT: Bank $97.50

* Online Sale (Product) Fee: —2.50 Net Payait 97.50 | DEBIT: Payment Processing Fees $2.50

e Refund 1o Customer Refund Amount: -50.00 DEBIT: Sales Returns

Fee Reversal: +$1.25 CREDIT: Payment Processing Fees $2.50
o Refund Amount: -50.00 DEBIT: Sales Returns

Fee Reversal: —48.75 CREDIT: Bank 48.75

CREDIT: Sales Revenue $1.25

Platform Fees (Monthly) Monthly Fee: Monthly Fee: —15.00
—15.00

Source: Open Educational Resources

Caption: Table 5.1 Example of digital payment recording Short description: A table showing
transactions through credit card, mobile wallet, and online banking, with reconciliation entries.

5.1.3 Challenges in online transaction accounting

Accounting for online transactions presents several challenges. These include dealing with

currency conversion in cross-border sales, ensuring data security in electronic records, and

managing transaction fees charged by payment platforms. Another challenge is compliance with

different tax regulations across jurisdictions. Accountants must design systems that address these

issues while maintaining accuracy and reliability.

Fill'in the blank: One challenge in online transaction accounting is compliance with different
regulations across jurisdictions.
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E-COMMERCE ACCOUNTING:
CHALLENGES IN ONLINE TRANSACTIONS

KEY CHALLENGES & COMPLEXITIES

PRIMARY CHALLENGES

1. HIGH TRANSACTION VOLUME: Managing and reconinile
thousands of small transactions daily.

. PAYMENT GATEWAY FEES: Calculating and allocating fees dducted by

. REFUNDS & CHARGEBACK. mutiple payment processors.

. SALES TAX CHARGEBACKY: Varying tax rules across jurrisctions
jurrisctions (states/countries) and product types.
product types.

. INTEGRATION ISSUES: Ensuring seamless data flow between e-
e-commerce platforms, payment systems, and accounting software.

. FRAUD DETECTION: Identifiing and accinting for frauldlenat fradudent
transactions.

. FOREIGN CURRENCY: Dealtiple currencies and exchange rate
fluctations for international sales.

Source: Open Educational Resources

Caption: Box 5:1 Challenges in online transaction accounting Short description: A boxed text
listing challenges such as currency conversion, data security, transaction fees, and tax
compliance

5.2 Accounting Ethics And Corporate Governance

5.2.1 Principles of accounting ethics

Accounting ethics refers to the moral principles and professional standards that guide
accountants in their work. These principles include integrity, objectivity, professional
competence, confidentiality, and professional behaviour. Ethical practice ensures that financial
information is presented fairly and honestly, protecting the interests of stakeholders. Accountants
are expected to act in the public interest, not merely to serve individual clients or employers.
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Fill in the blank: Ethical practice in accounting ensures that financial information is presented
and honestly.

ACCOUNTING ETHICS PRINCIPLES

KEY PRINCIPLES & EXPLANATIONS

1. INTEGRITY: Being honest & straythward in all
professional & business
relationships.

2. OBJEECITY: Avoiding bias, confflicts of interest, or undue
influence that comrofessional judgment.

3. PROFESSIONAL COMPETENCE & DUE CARE:
Maintaning the necessary knowledge & skill level, and acting
dligliently in accordance & applicable technical & professional
standards.

4. CONFIDENIDLITY: Protecting the secrey of information acquired
as resultit of professional of relationships, and nent and not
disclosing it without proper authority.

5. PROFESSIONAL BEHAVIOR: Complljng with relevant laws &
regulations, and avoing any conduct of discreidts the profession.

Source: Open Educational Resources

Box 5.2 Principles of accounting ethics Short description: A boxed text listing integrity,
objectivity, competence, confidentiality, and professional behaviour with brief explanations.

5.2.2 Role of corporate governance in financial reporting

Corporate governance refers to the system of rules, practices, and processes by which
companies are directed and controlled. In accounting, it ensures transparency, accountability, and
fairness in financial reporting. Good governance involves the board of directors, audit
committees, and internal controls working together to safeguard stakeholders’ interests. It
reduces the risk of fraud and enhances investor confidence.

R
S L A-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Fill in the blank: Corporate governance ensures transparency, accountability, and in
financial reporting.

CORPORATE GOVERNANCE & FINANCIAL REPORTING
SUPPORTING STRUCTURES FOR RELIABLE REPORTING

/’—> BOARD OF DIRECTORS 4\
AUDIT
INTERNAL AUDIT
COMMITTS: Oversight & Approval /
EXTERNA . INTERNAL
/—) AUDMITORs |~ Oversieht AUDIT
Apaointment & J
Supervision
EXPERTORS FINANCIAL
{ | REPORTING __, | MANAGEMENT | Reports &
MANAGEMENT PROCESS Recondent Audit | Information
(CFO (CFO & Financial Statements
FINANCE TEAM Disclosures Preparation
INVESTORS & REGULATORS Reli S
eliable Information

KEY PRINCIPLES: Transparency, Accouttability, Integrity |

Source: Open Educational Resources

Short description: Diagram showing the relationship between board of directors, audit
committees, and financial reporting. Caption: Figure 5.2 Role of corporate governance in
financial reporting ™

5.2.3 Case studies on ethical dilemmas

Ethical dilemmas in accounting occur when professionals face conflicting responsibilities or
pressures. Examples include pressure to manipulate earnings, conceal liabilities, or ignore
irregularities. Case studies help learners analyse how ethical principles and governance structures
can resolve such dilemmas. By applying integrity and professional judgement, accountants can
make decisions that uphold trust and credibility.

-
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Fill in the blank: Ethical dilemmas in accounting often involve pressure to manipulate
or conceal liabilities.

ACCOUNTING ETHICAL DILEMAS & RESPONSES

CASE STUDIES & ETHICAL ACTIONS

CASE STUDY THE DILEMMA ETHICAL RESPONSE

Pressure to premaintarly Adhere to GAAP/IFFS. Report
1. Revenue Recognition | recognize sales to meet targets, Report revenue when earned,
making financials look better.| regardeuss on pressure.

Capialaizing operating Properly classifif expenses.

2. Expense ; RO et s ;
2 5 expenses to inflate profits Maintain objectity and integrity
Manipulation & ; :
assets. in reporting.

Sharing client's sensitive Uphold confiddullity principle
3. Confidentinlity Breach | financial data with an principle. Protect cliata. Report

unhahorized third party. Report breach if required.

Source: Open Educational Resources.

Table 5.2 Case studies on ethical dilemmas Short description: A table summarising sample
dilemmas (earnings manipulation, concealment of liabilities, ignoring irregularities) and ethical
responses.

5.3 International Accounting Standards

5.3.1 Overview of IFRS and global harmonisation

International Financial Reporting Standards (IFRS) are globally recognised accounting
standards developed to ensure consistency and comparability in financial reporting across
countries. They provide a common language for businesses and investors, making it easier to

-
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understand and compare financial statements internationally. Global harmonisation refers to the

process of aligning local accounting practices with IFRS to reduce differences and promote

transparency.

Fill in the blank: International Financial Reporting Standards provide a common

businesses and investors worldwide.

INTERNATIONAL
REPOORTING
STANDARDS (IFRS)

Single Set of High-Quality Global Accounting Standards

COUNTRY A (eg), GERMANY

* Applies IFRS
* Financial Statements in Euros
* Local Currency & Language

GLOBAL COMPARABBLITY
& DECISION MAKING

* Consistent Accounting Policies
* Similar Measurement &

& Presentation
* Easier for Investors/Analysts to Compare
* Informed Investment Decisions

Cross-Border Investment
& Analysis

IFRS GLOBAL HARMONISATION & COMPARAIBILY

PROMOTING CONSISTENT FINANCIAL REPORTING WORLDWIDE

COUNTRY B (eg), JAPAN

* Applies IFRS
* Financial Statements in Yen
* Local Currency & Language

KEY MECHANISMS: Common Principles, Discolsure Requirements, Independent Oversight.

Source: Open Educational Resources.

Short description: Diagram showing how IFRS promotes comparability across countries.

Caption: Figure 5.3 Overview of IFRS and global harmonisation ”

5.3.2 Differences between IFRS and local GAAP

Generally Accepted Accounting Principles (GAAP) are accounting standards used within
specific countries. While IFRS aims for global consistency, local GAAP may differ in
recognition, measurement, and disclosure rules. For example, differences may arise in how
revenue is recognised, how assets are valued, or how leases are reported. Understanding these

differences is crucial for companies operating across borders.

for
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Fill in the blank: Local GAAP may differ from IFRS in recognition, measurement, and

rules.
IFRS vs. LOCAL GAP COMPARISON
KEY DIFFERENCES IN ACCOUNTING STANDARDS
TOPIC IFRS (INTERNATIONAL LOCAL GAAP KEY DIFFERENCE
STANDARDS (e.g1, US GAIP)
Revenue IFRS: Follows a 5-step model, LOCAL GAP: Diverse rules Timing & method of revenue
Recognition recogrize revenue when control is| (ASC 606 conveeyed with IFRS, | recogrition can differ, especially

transfered.

but some industry-specific
differences remain).

| ong-term contracts.

Asset Valuation

IFRS: Permits only FIFO &

LOCAL GAPP: Permits

LIFO is prohibited under IFRS,

capialized on the balance sheet
as a Right-of-ROU) asset &
lease liability (IFRS 16).

(Inventory) & Weighted-Average methods. | FIFO, LIFO, & leading different inventory
No LIFO. Wevrerate. values & COGS.
It Cermins Cous indentugs Cermits FIFO, LIFO, LIFO Inading the
Wevergrate. different inventory values &
COGS.
Lease Reporting All significant leases are Differttenates bewen On-balnce sheet treatment

operating & finance leases;
operating leaases are
off-balnce shet (ASC 842).

of operating leases under
inder IFRS increases &
assets & liabiities.

Source: Open Educational Resources.

Table 5.3 Differences between IFRS and local GAAP Short description: A table comparing IFRS
and local GAAP in areas such as revenue recognition, asset valuation, and lease reporting.

5.3.3 Implications for multinational companies

For multinational companies, adopting IFRS has significant implications. It simplifies
consolidation of financial statements across subsidiaries in different countries, enhances investor
confidence, and reduces costs of preparing multiple reports. However, it also requires training,
system changes, and compliance with complex standards. The move towards IFRS reflects the
growing need for transparency and comparability in global markets.

-
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Fill in the blank: Adopting IFRS simplifies consolidation of financial statements across
in different countries.

IFRS ADOPTION FOR MULTIANINIAL COMPANIES
BENEFITS & CHALLENGES

KEY IMPLICATIONS

1. ENHANCED COMPARIBILY: Easi CHALLENGES
; ; ;
compare financial statements acrosasstli?frfe?ent countries]. IMPLEMENTATION COMPLEXITY:

Significant effort to convert systems,

2. IMPROVED TRANSPRENCY: Higher IOBsSes LTSk,
qual{rf:y and more miore crexdible insstad of of
multicial reporting. 2. INTERPETATION DIFFERENCES:
3. REDUCED REPORTING COSTS: Jldeemerjt required in applying principles, leading
3. REDUCED REPORTING: Single set of standards SRR
insead multiple local GAAPS. 3. DATA & SYSTEM CHANGES:
4. BETTER ACCESS OF CAPITAL: 4. TAX IMPLICATIONS:
Increased investor confidence for international Differences betweeen IFFS & local tax rules
financing. rules require adjustments.

Source: Open Educational Resources

Box 5.3 Implications of IFRS for multinational companies Short description: A boxed text
summarising benefits (comparability, investor confidence, reduced costs) and challenges
(training, system changes, compliance).

5.4 Contemporary Tools And Technologies In
Accounting

5.4.1 Use of accounting software and ERP systems

Accounting software refers to digital applications designed to record, process, and report
financial transactions. Examples include QuickBooks, Sage, and Xero. These tools simplify
bookkeeping, automate calculations, and generate reports quickly. Enterprise Resource

R
el | A-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Planning (ERP) systems go further by integrating accounting with other business functions such
as inventory, sales, and human resources. This integration ensures consistency and efficiency
across the organisation.

Fill in the blank: ERP systems integrate accounting with other functions such as
inventory and sales.

ERP SYSTEMS: ACCOUNTING INTEGRATION
UNIFIED BUSINESS PROCESSES

SALES & CRM INVENTORY & LOGISTICS
* Order Processing « Stock Levels
o lCustomer Data * Warehuse Management
* Invoscin . i

g qeal-time Floy, Supply Chain

/RN

ERP SYSTEM
(ENTERPPISE RESOURCE
EEABRC) MANUFACTURING &
HR & PAYBOLL
\\( / OPERATIONS
» Employee Data \R 2135/ : :
* Time & Attendance eal-tim a Flow * Production Planning
« Salary Processing & Automation + Bill of Moterials
* Quality Control
Fingncial
Data ACCOUNTING & FINANCE Einancial
* General Ledger Data
* Accounts Payable/Recexiable
* Financial Reporting
* Budgeting

Source: Open Educational Resources

Short description: Diagram showing integration of accounting, inventory, sales, and HR within
an ERP system. Caption: Figure 5.4 Use of accounting software and ERP systems

5.4.2 Role of data analytics and AI in accounting

Data analytics in accounting involves examining large sets of financial data to identify patterns,
trends, and insights. It helps organisations make informed decisions and detect irregularities.
Artificial intelligence (AI) enhances this process by automating tasks such as invoice
processing, fraud detection, and predictive analysis. Together, data analytics and Al improve
accuracy, efficiency, and strategic planning in accounting.
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Fill in the blank: Artificial intelligence in accounting can automate tasks such as invoice
processing and detection.

DATA ANALYTICS & Al IN ACCOUNTING

KEY APPLICATIONS & BENEFITS

APPLICATION AREA HOW DATA ANALYTICS / Al IS USED
1. AUDIT & ASSURANCE « Automated testing of transactions
* Automated testing of transactions « |dentifing unsoual patterns/outiers
* Contniuous auditing » Network analysis of related parties
* Anam dettction in financial data + Machine learning for suscicious activities

« Predittive risk assessment

Al-driven budget recommentations

2. FINANCIAL FORECASTING « Scenario planning & senstivity analysis
¥ . lsi
4. MANAGEMENT ACOUUNTING | | oo P o ebes
« Performance maasurement dashboards
5. TAX & COMPLIANCE » |dentifing potential compliaisns & filing

Jdentifing potential compliance risks
Utilizing Al for regulatory monitoring

Source: Open Educational Resorrces

Caption: Table 5.4 Applications of data analytics and Al in accounting Short description: A table
listing applications such as fraud detection, predictive analysis, automated reporting, and
anomaly identification.

5.4.3 Cybersecurity considerations in financial reporting
Cybersecurity in accounting refers to protecting financial data from unauthorised access, theft,
or manipulation. With increasing reliance on digital tools, accountants must ensure secure
storage, encrypted communication, and regular system audits. Cyber threats such as hacking,
phishing, and ransomware can compromise financial integrity. Safeguards such as multi-factor
authentication and compliance with data protection regulations are essential.

Fill in the blank: Cybersecurity safeguards in accounting include multi-factor authentication and
compliance with protection regulations.
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CYBERSEJURITY IN ACCOUNTING SAFEGGARDS

KEY PROTECTIONS & EXPLAIATIONS

. ACCESS CONTROLS: Restriccting data access to authorized personnel only

. DATA ENCRYPTION: Scrambing sensitive financial rough passwords & multi-factor-
atthentcation.

. DATA ENCRYPTION: Scrambing sensitive financial data (at rest & in transit)
prevent unthorized readiablity.

. REGULAR DATA BACKUPS: Routinly copies of accownting data, stored securely
offsite, for disaster recovery.

. NETWORK SECURITY: Implementing, intrusion detection systems, & secure WiFi
to protect against external threats.

. EMPLOYEE TRAINING: Educating staff on phistinesss, secure password practices,
& data protection policies.

. AUDIT TRAILS & MONITORING: Keeping all accounting software to fix vulerabilies.
Logging all financial data activity to detect and investigate suscicious actions.

Source: Open Educational Resources.

Box 5.4 Cybersecurity considerations in financial reporting Short description: A boxed text
listing key safeguards such as encryption, multi-factor authentication, audits, and compliance
with data protection laws.

Series summary

This Series has explored how accounting adapts to modern developments and global challenges.
We began with digital transactions, examining the features of e-commerce accounting, the
recording and reporting of digital payments, and the challenges of managing online transactions.
Then we turned to ethics and corporate governance, where we considered the principles of
professional conduct, the role of governance in financial reporting, and case studies of ethical
dilemmas. Following that, we studied international accounting standards, focusing on IFRS,
differences with local GAAP, and the implications for multinational companies. Finally, we
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looked at contemporary tools and technologies, including accounting software, ERP systems,
data analytics, artificial intelligence, and cybersecurity safeguards.

By completing this Series, you should now be able to define and apply accounting principles to
digital transactions (SLO 5.1 and SLO 5.2), evaluate ethical standards and governance structures
in financial reporting (SLO 5.3 and SLO 5.4), compare IFRS with local GAAP and analyse their
impact on multinational companies (SLO 5.5 and SLO 5.6), and demonstrate the use of modern
tools and technologies in accounting practice (SLO 5.7 to SLO 5.9). These outcomes ensure that
you are prepared to engage with emerging issues in accounting and apply your knowledge in
diverse and evolving contexts.

Glossary of terms

Accounting ethics: The moral principles and professional standards that guide accountants in
presenting financial information fairly and honestly.

Accounting software: Digital applications used to record, process, and report financial
transactions, simplifying bookkeeping and reporting.

Corporate governance: The system of rules, practices, and processes by which companies are
directed and controlled, ensuring transparency and accountability in financial reporting.
Cybersecurity: Measures taken to protect financial data from unauthorised access, theft, or
manipulation in digital accounting systems.

Data analytics: The examination of large sets©f financial data to identify patterns, trends, and
insights for decision-making.

Digital payments: Transactions completed using electronic methods such as credit cards, mobile
wallets, or online banking.

E-commerce accounting: The application of accounting principles to online business
transactions, including sales, purchases, and digital receipts.

Enterprise Resource Planning (ERP) systems: Integrated software platforms that combine
accounting with other business functions such as inventory, sales, and human resources.
Generally Accepted Accounting Principles (GAAP): National accounting standards used
within specific countries, which.may differ from international standards.

International Financial Reporting Standards (IFRS): Globally recognised accounting
standards designed to ensure consistency and comparability in financial reporting across
countries.

Multinational companies: Businesses operating in multiple countries that often adopt IFRS to
simplify consolidation and enhance transparency.

Objective Questions 5

1. E-commerce accounting relies primarily on:
a) Paper documentation
b) Electronic records
c) Verbal agreements
d) Manual ledgers
(Linked to SLO 5.1)
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2. Recording digital payments requires:
a) Ignoring reconciliation
b) Careful reconciliation between payment gateways and accounting systems
¢) Manual duplication of entries
d) Eliminating transaction records
(Linked to SLO 5.2)

3. Which principle of accounting ethics ensures that financial information is presented fairly?
a) Confidentiality
b) Integrity
¢) Competence
d) Objectivity
(Linked to SLO 5.3)

4. Corporate governance in financial reporting promotes:
a) Profit maximisation
b) Transparency, accountability, and fairness
c) Tax avoidance
d) Reduced reporting requirements
(Linked to SLO 5.4)

5. IFRS provides:
a) A national standard for one country
b) A global common language for financial reporting
c) A method for tax calculation only
d) A replacement for auditing
(Linked to SLO 5.5)

Answers to Pilot Questions 5

Part 5.1 Accounting for digital transactions
1. Electronic records.

2. Careful reconciliation.

3. Compliance with taxregulations.

Part 5.2 Accounting ethics and corporate governance
1. Fairly.

2. Fairness.

3. Earnings.

Part 5.3 International accounting standards
1. Language:

2. Disclosure.

3/Subsidiaries.

Part 5.4 Contemporary tools and technologies in accounting
1. Business.

2. Fraud.

3. Data.

References and Attributions 5

-

S L A-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Figure 5.1 Features of e-commerce accounting

Al prompt: “Create a diagram showing the flow of digital transactions from customer purchase to accounting
records.”

Search string: “e-commerce accounting features diagram OER”

Table 5.1 Example of digital payment recording
Al prompt: “Create a table showing examples of digital payment transactions and reconciliation entries:”
Search string: “digital payment accounting reconciliation example OER”

Box 5.1 Challenges in online transaction accounting
Al prompt: “Create a text box listing challenges in online transaction accounting with short explanations.”
Search string: “challenges in online transaction accounting OER”

Box 5.2 Principles of accounting ethics
Al prompt: “Create a text box listing and explaining the principles of accounting ethics.”
Search string: “accounting ethics principles OER”

Figure 5.2 Role of corporate governance in financial reporting
Al prompt: “Create a diagram showing how corporate governance structures support financial reporting.”
Search string: “corporate governance financial reporting diagram OER”

Table 5.2 Case studies on ethical dilemmas

Al prompt: “Create a table summarising case studies of ethical dilemmas in accounting and possible ethical
responses.”

Search string: “accounting ethical dilemmas case studies OER”

Figure 5.3 Overview of IFRS and global harmonisation

Al prompt: “Create a diagram showing how IFRS promotes comparability of financial statements across
countries.”

Search string: “IFRS global harmonisation diagram OER”

Table 5.3 Differences between IFRS and local GAAP

Al prompt: “Create a table comparing IFRS and local GAAP in revenue recognition, asset valuation, and lease
reporting.”

Search string: “IFRS vs local GAAP comparison table OER”

Box 5.3 Implications of IFRS for multinational companies

Al prompt: “Create a text box summarising benefits and challenges of IFRS adoption for multinational
companies.”

Search string: “IFRS implications multinational companies OER”

Figure 5.4 Use of accounting software and ERP systems
Al prompt: “Create a diagram showing how ERP systems integrate accounting with inventory, sales, and HR.”
Search.string: “ERP systems accounting integration diagram OER”

Table 5.4 Applications of data analytics and Al in accounting
Al prompt: “Create a table showing applications of data analytics and Al in accounting.”
Search string: “data analytics Al accounting applications OER”

Box 5.4 Cybersecurity considerations in financial reporting

-
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Al prompt: “Create a text box listing cybersecurity safeguards in accounting with short explanations.”
Search string: “cybersecurity in accounting safeguards OER”

Open educational resources and references
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https://www.frc.org.uk

- OpenStax. (2022). *Principles of Accounting, Volume 1: Financial Accounting®. OpenStax, Rice University.
Retrieved from https://openstax.org/books/principles-accounting-volume-1-financial-accounting

- Accounting Standards Board Nigeria. (n.d.). *Statements of Accounting Standards (SAS)*. Retrieved from
https://nasbonline.org
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