Accounting and Finance Semester 2 Theory Review
Study Tool

Unit 1

Three sources of finance other than owner contributions.
	· Purchasing on credit terms

	· Loan or mortgage

	· Loan advance from a partner



One advantage and one disadvantage of the sources of finance other than owner contributions.
	Source 1
	Advantage
	Disadvantage

	
	
	

	Source 2
	
	

	
	
	

	Source 3
	
	

	
	
	



Two factors considered by financial institutions when approving finance.
	· 

	· 



Risk Factors
	Collateral

	Liquidity

	History

	Guarantors 



Return
	Interest Rate

	Future Business



Characteristics of sole trader
	No of owners
	

	Liability of owner
	

	Raising capital or
borrowing funds
	

	Profit
	

	Transfer of ownership
	

	Legal entity
	

	Continuity of existence
	



Characteristics of a partnership
	No of owners
	

	Liability of owner
	

	Raising capital or
borrowing funds
	

	Profit
	

	Transfer of ownership
	

	Legal entity
	

	Continuity of existence
	





Characteristic of a Proprietary Company
	No of owners
	

	Liability of owner
	

	Raising capital or
borrowing funds
	

	Profit
	

	Transfer of ownership
	

	Legal entity
	

	Continuity of existence
	



Two advantages and two disadvantages of a Sole Trader
	Advantages
	Disadvantages

	· 
	· 

	· 
	· 



Two advantages and two disadvantages of a Partnership
	Advantages
	Disadvantages

	· 
	· 

	· 
	· 



Two advantages and two disadvantages of a Proprietary Company
	Advantages
	Disadvantages

	· 
	· 

	· 
	· 



Types of business undertakings
	Manufacturing
	

	Retailing/trading
	

	Service
	



The accounting equation
	· 

	· 

	· 



Double entry accounting
	· 

	· 



Perpetual Inventory System
	· 

	· 

	· 

	· 



Three benefits of the perpetual inventory system over the periodic inventory system
	Stocktaking


	Gross Profit


	Popular lines




Features of the GST
	· 

	· 

	· 

	· 



Types of GST Supplies
	Taxable supplies

	GST-free supplies

	Input taxed supplies



GST Accounts
	· 

	· 



Bas Statement
	· 

	· 

	· 



Add 10% GST vs Including 10% GST
	· 

	· 



Accounting principles and conventions
	Accounting entity
	· 

	Monetary 
	· 

	Historical cost 
	· 

	Materiality 
	· 

	Accounting period
	· 

	Going concern
	· 



Purpose of financial statements
	· 

	· 

	· 



Purpose of the following 
	Performance

	Financial position

	Liquidity 



Principles of Internal Control
	· 

	· 

	· 








Control Over:
	Cash
	Debtors
	Inventory
	Non-Current Assets
	Creditors

	· 
	· 
	· 
	· 
	· 

	· 
	· 
	· 
	· 
	· 

	· 
	· 
	· 
	· 
	· 



Limitations of internal control
	· 

	· 

	· 



Business Name Registration
	· 

	· 

	· 



Australian Business Number
	· 

	· 



Corporate Social Responsibility
	Advantages (benefits)
	Disadvantages (costs)

	· 
	· 

	· 
	· 



Sponsorship
	Advantages (benefits)
	Disadvantages (costs)

	· 
	· 

	· 
	· 



Resource conservation
	Advantages (benefits)
	Disadvantages (costs)

	· 
	· 

	· 
	· 



Taxation responsibility eg GST
	Advantages (benefits)
	Disadvantages (costs)

	· 
	· 

	· 
	· 



Partnership Act Rules
	Profit/losses

	New partners

	Advance from a partner

	Salaries and wages

	Business records
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Nature, Benefit and Risk of electronic processing to business
	Nature
	Benefit
	Risk

	EFTPOS
· 
	· 
	· 

	
	· 
	· 

	Electronic bill payments
· 
	· 
	· 

	
	· 
	· 

	Credit cards
· 
	· 
	· 

	
	· 
	· 

	Online banking
· 
	· 
	· 

	
	· 
	· 

	Direct debits
· 
	· 
	· 

	
	· 
	· 



Cash vs Accrual Accounting
	· 

	· 



Definition of elements as per Conceptual Framework
	Asset

	Liability

	Equity

	Income

	Expense



Recognition Criteria as per Conceptual Framework
Assets and Liabilities are recognised when information about them are - 
	Relevant
· 
· 

	Faithfully Represented
· 
· 
· 
· 



Income 
	Income is recognized when 
· 

	Income is recognized when
· 



Expenses
	Expense is recognized when 
· 

	Expense is recognized when
· 





Why balance day adjustments occur
	· 

	· 



Purpose of each Balance Day Adjustments
	Accrued expense
· 

	Prepaid expense
· 

	Stock of supplies
· 

	Accrued income
· 

	Income in advance
· 

	Doubtful debts
· 

	Depreciation
· 



Consequence on reports if balance day adjustment not applied
	
	Balance Sheet
	Income Statement

	Accrued expense
	
	

	Accrued income
	
	

	Prepaid expense
	
	

	Stock of supplies
	
	

	Income in advance
	
	

	Doubtful debts
	
	

	Depreciation 
	
	



Nature of depreciable non-current assets
	· 

	· 



Nature of depreciation expense
	· 

	· 



Straight-line depreciation method
	· 

	· 



Reducing balance method
	· 

	· 



Causes of depreciation
	· 

	· 

	· 





Loss on sale
	· 



Gain on sale
	· 



Carrying value
	· 



Accumulated Depreciation
	· 



Inventory costing methods
	First -in First-out
· 
· 

	Weighted average
· 
· 




Role of professional accounting and financial associations
	· 

	· 



The four professional associations
	CPA Australia
· 

	Institute of Accountants Australia and New Zealand
· 

	Institute of Public Accountants
· 

	Financial Planning Association of Australia Limited
· 



Nature of Professional codes of conduct
	· 



Purpose of Professional codes of conduct
	· 

	· 



Common Qualities of Professional Codes of Conduct
	Professional skill

	Objectivity

	Confidentiality 

	Conflict of interest

	Integrity








Threats to Professional Conduct
	Self-interest 

	Familiarity  

	Conflict of Interest   

	Intimidation  

	Advocacy   



Ratios                                           What the categories of Ratios illustrate overall. Min requirements.
	Liquidity
· 
· 
	 

	Profitability
· 
· 
· 
· 
	 

	Leverage
· 
	 






