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What we covered in Lecture 02

* Accounting Terms
* The Accounting Equation
* The Trial Balance




Accounting Terms
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* Fixed Assets

* Investments

* Current Assets

* Long-Term Liabilities
* Current Liabilities

* Capital / Equity

* Retained Earnings
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Accounting Terms

* Revenues / Sales

* Cost of Sales

e Opening Stock, Purchases, Closing Stock
* Operating Expenses

 Administrative Expenses

* Financial Expenses

* Depreciation

e Taxation
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The Accounting Equation

* ASSETS = CAPITAL + LIABILITIES

&

* Net Current Assets = Current
Assets — Current Liabilities
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Trial Balance

Trial balance for 's Cateri
orn the 319 n‘l’ﬁ.ﬂiﬂ -
FOLIO DERIT CREDIT
& 3

Baking squlpment 100 12,000

Debtors 101 0

2ank 102 14 B0O0

Capital 200 16,000
Drawings 301 &00

Loan 200 1,000
Creditors 201 i
Services refnderad 400 156 500
Salaries &S00 4,000

Telephone expense 201
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International Accounting Standards

* A complete set of financial statements comprises:
* a statement of financial position,

* a statement of profit or loss and other
comprehensive income,

* a statement of changes in equity;
e 3 statement of cash flows.

|IASB
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International Accounting Standards

IAS 1 Presentation of Financial Statements

e Was reissued in September 2007 and applies to annual periods beginning
on or after 1 January 2009

* |t prescribes the basis for presentation of general purpose financial
statements to ensure comparability both with the entity’s financial
statements of previous periods as well as with the financial statements of

other entities.

 Sets out the overall requirements for the presentation of financial
statements, guidelines for their structure, minimum requirements for their
content and certain overriding concepts such as the going concern, the
accrual basis of accounting and the current/non-current distinction

www.21Academy.education
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International Accounting Standards

IAS 7 Statement of Cash Flows

* requires an entity to present a statement of cash flows using either
the ‘direct’ or the ‘indirect’ method

* to provide information on the historical changes in cash and cash
equivalents

* by classifying cash flows into operating activities, investing activities
or financing activities
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Financial Accounts

* The financial accounts are

* Legally required

* Focused on history (reports on the prior period)
* Are reported in a specific format

* Their rules are prescribed by standards

* Are defined to be reported annually, semi-annually, quarterly or even
monthly

* Are mostly of monetary nature
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Statutory financial statements

* Income Statement
e Statement of Financial Position
e Cashflow Statement

e Audited Financial Statements
* Tax Returns
* VAT Returns
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Income statement ... or profit & loss a/c ?

* Provides information on the results of the business activity for the
particular period

: Turnover; Sales of Goods; Provision of Services; Other
Income

: Opening/Closing Stock; Purchases; Manufacturing Costs
: Marketing; Administration; Financial

before TAX




The Income Statement

e The Income Statement is also called Profit and loss
account

* A business determines whether it would have
made a profit or loss for a particular period of
time, normally one year

* Has a pre-set format

* May have comparative figures for previous period
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The Income Statement

i
=

Sales
Less Cost of Sales:

Opening Stock 300
Add Purchases 4 260
4 560
Less Closing Stock -550 -4 010
Gross Profit 2,690
Less Expenses:
Wages 520
Water & Electricity 1agd
Rent 240
General Expenses 70
Carriage Qutwards 110 -1,130

www.21Academy.education
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Income Statement

INCOME
STATEMENTS

Year ended 31 January
Group Company
2023 20 2022
€000 2000 £'000 £000
Revenue 91,768 73016 49,32 41,391
Cost of sales 23 {57.358) (AT.004) {26.591) (23.028)

202

Gross profit 34,4059 26,012 22730 18,363

Selling and distnbuton casts 23 {10,655} {B.912) (7.4587) {6,689 )
Administrative expenses 23 (10,3083 (MAZ27% {5, 740) (6,910

Operating profit

13,446 9493 4,764
35

25
{957) (975}

Finance income

Finance costs {1,282}

Profit before tax 12,164 4,427 B.57 TE14
T;x incomey (expense) 28 5541 (LOS4) 1500 r.}_i'_",:'
“Profit for the year 12,428 3,333 10,071 2,880
.Basic and diluted samings n‘:r-.;hare for

the year attributable to shareholders 30 E£0.4143 0

www.21Academy.education
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Statement of Comprehensive Income

STATEMENTS OF
COMPREHENSIVE
INCOME

Profit for the year
Cther comprehensive income:

et of deferred tax
Cther comprehensive income for the year

Total comprehensive income for the year
attributable to equity shareholders

Year ended 31 January

Group
2022
€000
12,428

2,534

3431

Company
2022
€000
10,071

106
106

10177

The notes on pages 65 to 95 are an intagral part of these consolidated financial stabements.

www.21Academy.education
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Balance ShEEt." or Statement Of Business Administration
financial position !

* Provides a SNAP SHOT of the status and position of the Business

Organisation at a PARTICULAR moment in time, e.g. 31 December
2021

* 3 main sections:
 ASSETS
* LIABILITIES
 EQUITY / RETAINED EARNINGS
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WHAT ARE ASSETS ?

What the business possesses

* Fixed Assets
* Tangible / Intangible

* Current Assets
e Stock
 Receivables (or Debtors)
e (Cashin Hand
 Bank holdings
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...and liabilities ?

* What the business owes a
* LONG-TERM LIABILITIES v
e Bank Loans (due over 1 year) =

* CURRENT LIABILITIES

* Payables (or Creditors)

* Accruals

* Bank Overdrafts

e Statutory Dues (Tax/VAT/FSS)
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Assets minus liabilities = equity

Value of what the business possesses
LESS

Value of what the business owes to others
RESULTS IN

Net Value of Business

EQUITY (SHARE CAPITAL)
Retained Earnings (past profits)
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Samples of Financial Statements

G2G P.L.C
Financial Statements for the year ended 31 Decembeaer 2021

STATEMENT OF FINAMCIAL POSITION
as at 31 December 2021

2021
€

ASSETS
MHon-current assets
Imrestment in Gold 4 130,882

Deferred d 78,660

Total current asseaets 4,209,542

£ € 148,827
FrepayTren i erred i &ETS
Cash at bank and in hand 2,145

Accrued incomea a7 500

Total current assets 245 151

Total assets 4,454,693

EQUITY AND LIABILITIES
capital
urmulated losses
Total equity

LIABILITIES
Current lkability

Mon-current liabilities
Baorrowimn
Derivative financial liab

Total non-current liabilities

Total liabilities

Total equity and liabilities

gnead by tha board of directors on 14 Saptambar 202

Etlore Spi
Director D

www.21Academy.education



Samples of Financial Statements

G2G P.L.C
Finan | Statements for the year @ 31 December 2021

Profit or loss and other comprehensive income
fior the year ended 31 December 2021

Administrative expen:

Operating profit

ement

Profit for the year
Income tax cre

Total comprehensive profit for the
year

€

258,908
(42,725)

216,183

[135,000)
TTETT

T8, 660

156,337

nates are an integral part of these financial statements,

Undergraduate Diploma in
Business Administration

www.21Academy.education



Undergraduate Diploma in
Business Administration

Statement of Financial Position

STATEMENTS
OF FINANCIAL
POSITION

ASSETS As at 31 January
Group Company
2022 2022
€000
Mon-current assets
126,939 118,448
8,254

7,486
696
145,727 134 138,158

16,341 3.752 8,35
23138 22,282
5
15,720 H 3.057
55205 50 33,690
Total assets 200,932 172,848

www.21Academy.education
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Statement of Financial Position

EQUITY AND

LIABILITIES Sove Sty
2022 2022

€000 €'000

Capital and reserves attributable to owners
of the Company

9,000 ! 5,000

49,409 46137

(100} oo)

70879 66,564

Total equity 128,188 121,601

Mon-current liabilities
2,648
6.811
a5
24,081

iabikit

Total liabilitie
Total equity and liabilities 200, 172,848

www.21Academy.education



Undergraduate Diploma in
Business Administration

Statement of Changes in Equity

STATEMENTS
OF CHANGES
IN EQUITY

GROUP Revalustion

Shane Hedging and other Retaimned Tatal
capital FEErE PESErEL EErAings Equity

OO C

Tatal corm b

Balance at 31 January 20 59,000 (206) 49,409

Balance a1 31 January 20

.21Academy.education
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Company Announcements

& APS

COMPANY ANNOUNCEMENT paciel Ferfoempne

Condensed Interim Financial Statements 2022

T
S22

Frafil before tnx € m

Nt i e {6 i

Uhperating lncomve befiry et s pairients (€ mho)

Oporating costs (€ mis)

Net bnipabrusest (lowses’ gadns i mis)

¥

Unguate

Tatal sywity §F mis)

21Academy.education
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Profitability
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Importance
of
Profitability
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Building Financial Statements

* Trial Balance sample

* [dentify which Accounts go in the Income Statement

* Mark those Accounts which go into the Balance Sheet
* Build an Income Statement

* Prepare the Balance Sheet




NAXXAR RETAIL COVIPANY LIMITED . .
TRIAL BALANCE Undergraduate Diploma in

AS AT 31 DECEIBER 2022 . . . .
Business Administration

Accounting Fees
Accruals 2,306
Bank Balances 1,134

Bank Charges o221

Bank Loans (over 12 months repayments) 26,000
Buildings 58,000

Closing Stock 19,445
Creditors 3,250
Debtors
Insurance
Investments in Shares of Other Companies 15,000
Legal Fees 5,500
NMotor Expenses 1,960
Motor Vans 3,500
Opening Stock 24,330
Prepayments 1,200
Purchases - Foreign 14,420
Purchases - Local
Rent
Retained Earnings 35,521
Salaries and Wages 14,850

Sales - Clothing & Accessories 55,400
Sales - Shoes 26,645
Share Capital 20,000
Shop Fixtures 3,960

Stock at End of Year 19,445

Sundry Expenses 806

Water & Electricity expenses 516

188,567 188,567

www.21Academy.education



Accounting Fees

Accruals

Bank Balances

Bank Charges

Bank Loans (over 12 months repayments)
Buildings

Closing Stock

Creditors

Debtors

Insurance

Investments in Shares of Other Companies
Legal Fees

Motor Expenses

Motor Vans

Opening Stock

Prepayments

Purchases - Foreign
Purchases - Local

Rent

Retained Earnings

Salaries and Wages

Sales - Clothing & Accessories
Sales - Shoes

Share Capital

Shop Fixtures

Stock at End of Year

Sundry Expenses

Water & Electricity expenses

3,960
19,445
806
516

CLASSIFY

Income
Statement

Balance
Sheet

188,567

188,567

Undergraduate Diploma in
Business Administration
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NAXXAR RETAIL COMPANY LIMITED
INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2022

REVENUE

TOTAL REVENUE

COST OF SALES

COST OF GOODS SOLD

GROSS PROFIT

EXPENSES

TOTAL EXPENSES

NET PROFIT / (LOSS)

Undergraduate Diploma in
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NAXXAR RETAIL COVIPANY LIMITED

As An oy DtcemBen 2022 Undergraduate Diploma in
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FIXED ASSETS

TOTAL FIXED ASSETS

INVESTIVIENTS

CURRENT ASSETS

TOTAL CURRENT ASSETS

TOTAL ASSETS

REPRESENTED BY:

EQUITY

TOTAL EQUITY

LONG-TERIVI LIABILITIES

CURRENT LIABILITIES

==

www.21Academy.education

TOTAL CURRENT LIABILITIES

TOTAL EQUITY & LIABILITIES
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INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2022 Business Ad ministration

REVENUE
Sales - Clothing & Accessories 55,400
Sales - Shoes

TOTAL REVENUE

COST OF SALES
Opening Stock 24,331
Purchases - Foreign 14,420
Purchases - Local 16,551
Closing Stock - 19,445

WORKED
e EXAMPLE

EXPENSES
Accounting Fees 2,800
Bank Charges o221
Insurance 305
Legal Fees 5,500
Motor Expenses 1,960
Rent 1,560
Salaries and Wages 4,850
Sundry Expenses 806
Water & Electricity expenses

TOTAL EXPENSES

\EE

www.21Academy.education

NET PROFIT / (LOSS)
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AS AT 31 DECEMIBER 2022

FIXED ASSETS
Buildings 58,000
Shop Fixtures 3,960
NMotor Vans 3,500

TOTAL FIXED ASSETS 65,460

INVESTIVIENTS

Investments in Shares of Other Companies

CURRENT ASSETS
Stock at End of Year 19,445
Debtors 11,810
Prepayments 1,200
Bank Balances 1,134

fi1  WORKED
ses  EXAMPLE

TOTAL CURRENT ASSETS

TOTAL ASSETS

REPRESENTED BY:

EQUITY
Share Capital 20,000
Retained Earnings 35,521
Profit for the Year

TOTAL EQUITY

LONG-TERM LIABILITIES
Bank Loans (over 12 months repayments)

CURRENT LIABILITIES
Creditors

Accruals

TOTAL CURRENT LIABILITIES

\EE

www.21Academy.education
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* The statement of cash flows presents three
classifications of cash flows:

* Operating activities

* [nvesting activities

* Financing activities
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* Net inflow or outflow from trading operations,
after tax and cash paid to meeting financing
costs.

e Equal to the sum of cash receipts from trade
receivables, and cash receipts from cash sales
where relevant, less sums paid to buy
inventories, rent, wages etc.
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Includes:

e Cash payments made to acquire additional non-
current assets.

* Cash receipts from disposal of non-current
assets.

e Cash receipts from financial investments made
outside the business (e.g. interest on loans).
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Includes:

* Long-term financing of the business

e e.g. borrowings and finance from share issues

* Repayment or redemption of finance as well as
raising finance.
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Cash Flow Statement Format

Cash flows from OPERATING activities

or
Cash flows from activities
or
Cash flows from activities
EQUALS

increase (or decrease) in over the period
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Statement of Cash Flows

STATEMENTS
OF CASH
FLOWS

Year ended TN January

Cash Mows from ating activities
26,613

I5
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UNDERSTANDING.
FINANCIAL
STATEMENTS.
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