Year 10 Business Education – Term Three
Financial Reports and Internal Controls
Assessment - End of Term Exam
· Financial Reports and Internal Controls
· Dimensions: Knowledge and Understanding and Practical Applications

The exam will consist of two parts:
· Part A – practical components of the course
· Part B – theory components of the course

This will be a closed book exam i.e. no notes allowed.
Have you:
· Completed all the exercises and compared your responses with the solutions on Moodle
· Read and summarised the section on Internal Controls
· Seen your teacher to discuss any sections which you did not understand

Can you:
Practical Application
· Explain the Accounting period assumption
· Explain the difference between cash and accrual accounting
· Explain why accrual accounting is the preferred method of accounting in Australia 
· Explain the matching principle and the need for balance day adjustments
· Classify accounts into either Revenues, Expenses, Assets, Liabilities and Owner’s Equity 
· Prepare the general journal entries to clear GST accounts
· State the four new accounts which are required to be prepared for balance day adjustments 
· Analyse balance day adjustments to determine the accounts involved in the balance day adjustments
· Prepare general journals for balance day adjustments
· State the accounts which need to appear in an Income Statement
· Complete an Income Statement
· State the accounts which need to appear in the Balance Sheet
· Complete a Balance Sheet in narrative style (A – L = OE)
· State the three Earning Capacity Formulas – Gross Profit Ratio, Net Profit Ratio and Rate of Return on Owner’s Equity
· Identify the figures which need to be used in completing the Earning Capacity Formulas
· Substitute the figures and complete the calculations for the Earning Capacity Formulas


Knowledge and Understanding
· Explain the upward and downward trends of the Gross Profit, Net Profit and Rate of Return on Owner’s Equity Ratios
· Provide recommendations on how to improve each of the recommendations
· Explain the impact on the changes of expenses and revenues on each of the ratios
· Define internal controls
· [bookmark: _GoBack]Explain how internal controls protect the assets of the business
· Explain the difference between accounting and administrative controls
· Accounting controls – to safeguard assets and to provide accurate and reliable accounting data
· Administrative controls – to ensure operational efficiency and adherence to prescribed managerial policies
· Explain the seven (7) internal accounting controls and administrative controls
· Reliable competent personnel
· Verification
· Authorisation
· Responsibility
· Separation of duties / rotation of duties
· Adequate and accurate documents and records
· Physical controls and security
· Explain the general internal controls over cash
· Explain how to apply internal controls to cash receipts
· Explain how to apply internal controls to cash payments
· Explain the internal controls which apply to Accounts Receivables
· Explain the internal controls which apply to Accounts Payable
· Explain the internal controls which apply to inventories:
· Stocktakes
· Purchase of inventories – Reorder point and reorder quantity 
· Sale of inventories
· Storage of inventories
· Location of inventories
· Security of inventories
· Inventory turnover

