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SUVA SANGAM COLLEGE 

YEAR 12C/D 

Accounting 

Week 1   Date: 05th July 2021 – 09th July 2021 

 

Strand: Final accounts  Sub-strand: Closing/Reversal journal entries 

 

Achievement Indicators 

1. Close of temporary ledger accounts at the end of the accounting period. 

2. Incorporate reversal entries in final accounts. 

Closing Journal Entries 

 After the preparations of financial statements, business entities close temporary accounts by 

transferring its balance to the Statement of Financial Performance or Income Statement. 

 Revenue, expenses, gains, losses and drawings are closed off at the end of the reporting period.  

 Accounts which are not closed off are the items from Statement of Financial Position (Balance Sheet), 

which are assets, liabilities and owners’ equity because they are permanent accounts and their 

balances are transferred to the next accounting period.  

 Particulars  Debit $ Credit $ 

1 Income Statement XX  

 Opening Inventory  XX 

 (For closing off opening inventory)   

2 Purchases Returns/ Income Statement XX  

 Purchases  XX 

 (For closing off purchases returns)   

3 Sales XX  

 Sales Returns  XX 

 (For closing off sales returns)   

4 Income Statement XX  

 Purchases (net)  XX 

 (For closing off purchases account)   

5 Income Statement XX  

 Customs Duty  XX 

 (For closing off customs duty)   

6 Sales XX  

 Income Statement  XX 

 (For closing off sales)   

7 Closing Inventory XX  

 Income Statement  XX 

 (For closing off Closing inventory)   

8 Income Statement XX  

 Advertising  XX 

 Sales Returns  XX 

 Depreciation on Plant  XX 

 Cost of Goods sold  XX 

 Wages  XX 

 (For closing off expenses to Income Statement)   
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9 Rent Income XX  

 Discount Received XX  

 Commission Received XX  

 Income Statement  XX 

 (For closing off revenues to Income Statement)   

10 Income Statement XX  

 Capital  XX 

 (For closing off net profit to capital account)   

11 Capital XX  

 Drawing  XX 

 (For closing off drawings to capital account)   

 

Reversing Entries 

 Take place on the first day of the new accounting period.  

 This is to reverse the temporary book entry balance day adjustments that were prepared on the 

balance date to adhere to the accrual basis of accounting.  

 There are four types of adjustments that need to be reversed: Accrued expenses, Prepayments, 

Accrued Income, Revenue in Advance.  

 These items are reversed because the expenses and income accounts need to reflect the accurate 

amount for the next financial period.  

 To prepare the reversal journal entry, the original journal entry is reversed.  

 
 Particulars  Debit $ Credit $ 

1 Related Expense account XX  

 Prepaid expense  XX 

    

2 Expenses Due XX  

 Related Expense account  XX 

    

3 Related Income account XX  

 Income Accrued  XX 

    

4 Income received in advance XX  

 Related Income account  XX 

    

 

 

Activities 

1. Show the closing journal entries for the following accounts. 

(i) Wages $10 000 (1 mark) 

(ii) Drawings $1 000 (1 mark) 
(iii) Cartage Inwards $200 (1 mark) 

 

2. Prepare the closing journal entries for the following accounts: 

(Narrations are not required.)  

(i) Sales     $90 000  

(ii) Purchase    $42 800 

(iii) Insurance   $8 900  

(iv) Commission Received $5 200 
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Week 2   Date: 12th July 2021 – 16th July 2021 

 

Strand: ANALYSIS AND INTERPRETATION OF FINANCIAL STATEMENTS   

Strand Outcome: Apply knowledge of financial reporting to analyse vertically, horizontally and conduct 

trend analysis before interpreting the ratios calculated in the books of a sole trader. 

 

Sub-strand: Analysing Accounting Reports 

  

Achievement Indicators 

1. Define financial statement analysis.  

2. Explain the ways of analysing financial statements.  

3. Outline the meaning and purpose of ratios.  

4. Identify limitations of ratio analysis.   

Read through the notes 

Financial Statement Analysis 

It is the process of identifying the financial strengths and weaknesses of a business by properly 

establishing the relationships between the items of Statement of Financial Performance and Statement of 

Financial Position. 

 

Need for preparing Comparative Statements  

 It enables us to compare budgeted results with the actual results of the business.  

 Able to see the progress of the business in comparison to the past results.   

 Identify the areas of weakness.  

  

Techniques of Financial Statement Analysis  

1. Vertical Analysis - analysis of relationship between items or group of items within the financial statement for 

one accounting period.   

2. Horizontal Analysis - analysis of relationship between items or group of items within the financial statement 

for consecutive accounting period.  

3. Trend Analysis - analysis of relationship between items or group of items within the financial statement for a 

period of three or more years.  

4. Ratio Analysis - is an arithmetic term which describes a simple relationship between two numbers. 

Accountants use ratio analysis to make financial decisions.   

 

Ratios can be analysed in percentages, time and dollar amounts under the following categories:  

 Profitability Ratios or Earning Capacity  

 Liquidity Ratios or Measures of Financial Stability                                                         

 Measures of Management Effectiveness  

  

Overtrading  

 Occurs when business is selling large amount of stock with a lower mark-up, or on credit, resulting in an 

increase in profit but does not have adequate funds to meet the current obligations.  

 It may increase debtors and profits but the business will be unable to pay for its expenses which may cause 

liquidity problems in the business.  

  

Over Capitalisation   

 Means too much capital is invested in fixed assets that provide no income.  

 Over-investment in fixed assets not only ties up cash but it also becomes unproductive and there is a risk of 

obsolescence. 
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Under Capitalisation 

 Owners’ investment is insufficient for the size of the business.  

 It could be due to payment of excessive interests on borrowed funds, use of out dated equipment and machines 

because of the inability to purchase a new one and increased cost of production.   

 

Limitations of Ratio Analysis  
1. Items that cannot be quantified in monetary terms are not included in the ratio analysis.  

2. Single year’s figures are meaningless unless compared to the previous year of the business trend.  

3. Calculations are based on historical cost ignoring the changes in the price level.  

4. Different businesses may have different accounting policies which make comparison rather difficult in 

the same industry. For example, one firm may charge depreciation on straight line basis and the other 

on diminishing value method.    

5. Ratio analysis explains the relationships between past information while users are more concerned 

about current and future information.  
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Week 3   Date: 19th July 2021 – 23rd July 2021 

 

Strand: ANALYSIS AND INTERPRETATION OF FINANCIAL STATEMENTS   

Sub-strand: Analysing Accounting Reports 

  

Achievement Indicators 

1. Calculate key ratios, percentages and dollar amounts to assist the analysis and interpretation of periodic 

accounting reports. 

 

Measures of Earning Capacity or Profitability Ratios 

 

 

 



6 
 

 

 

 
 

Refer to pages 138 to 141 of the text book for the examples on profitability ratios. 

 

Activity 5.1.3 

Question 1 Pg 154 

 

Required:  
Calculate the following ratios and percentages for the above business for the years 2015 and 2016.  

a) Mark Up percentage  

b) Gross profit ratio.  

c) Administrative expense percentage.  

d) Rate of return on total assets. 
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Week 4   Date: 26th July 2021 – 30th July 2021 

 

Strand: ANALYSIS AND INTERPRETATION OF FINANCIAL STATEMENTS   

Sub-strand: Analysing Accounting Reports 

  

Achievement Indicators 

1. Calculate key ratios, percentages and dollar amounts to assist the analysis and interpretation of periodic 

accounting reports. 

 

Measures of Financial Stability (Liquidity Ratios and Financial Structure) 
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Refer to pages 142 to 145 of the text book for the examples on financial stability ratios. 

 

Activity 5.1.3 

Question 1 Pg 154 

 

Required:  
Calculate the following ratios and percentages for the above business for the years 2015 and 2016.  

 

i. Working capital ratio 

ii. Quick Asset ratio 

iii. Debt to Equity Ratio 

iv. Debt Ratio 

v. Equity Ratio 
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Week 5   Date: 2nd August 2021 – 6th August 2021 

 

Strand: ANALYSIS AND INTERPRETATION OF FINANCIAL STATEMENTS   

Sub-strand: Analysing Accounting Reports 

  

Achievement Indicators 

1. Calculate key ratios, percentages and dollar amounts to assist the analysis and interpretation of periodic 

accounting reports. 

 

MANAGEMENT EFFECTIVENESS RATIOS 

 
Refer to pages 145 to 146 of the text book for the examples on Management Effectiveness Ratios 

 

Activity 5.1.3 

Question 1 Pg 154 

 

Required:  
Calculate the following ratios and percentages for the above business for the years 2015 and 2016.  

i. Rate of Stock Turnover (times) 

ii. Accounts Receivables Turnover (months) 

 

NB: Assume 60% of the sales is on credit. 
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Contact of Teachers: 

Year 12C – Mrs Prabashni Gounder 

Phone: 9026769 

Facebook/Messenger: Prabashni Gounder 

 

 

Year 12D – Mrs Sanjeshni Singh 

Phone: 9211305 

Facebook/Messenger: Sanjeshni Pratika Nand 


