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The Key Reports
Answer the following questions:
1. What is the difference between current assets and fixed assets? (7)
2. What is consolidated balance sheet? (7)
3. The cash flow statement is usually divided into three sections. What are these?
Explain using examples. (9)
4. Explain single and double entry methods of Accounting. (7)


1: What is the difference between Current Assets and Fixed Assets

Fixed assets are items such as buildings, land, vehicles and machinery.
These assets can be liquidated to raise funds and are normally items b=needed to carry out normal operations within the business. These assets are not expected to be liquidated with the current financial year. They can also be referred to as Capital assets. 
Current Assets are things such as cash, investments (Short term) accounts receivable and pre-paid expenses. Current assets show what a company has access to over the next financial year. Showing the liquidity of the company when factoring in the current liabilities.

2: What is Consolidated Balance Sheet
A consolidated balance sheet is a representation of the liabilities and assets of a parent company and it’s subsidiaries on a single document. The is no differentiating from one company to another within the parent companies umbrella it is all on one sheet. Where as a balance sheet shows the assets and liabilities of one particular company.

3: A Cash Flow Statement is usually divided in three sections.
What are these three sections.
A cash flow statement shows the flow of cash in a business accounting period. It is a summary of the amount of cash and cash equivalent coming into and going out if the company.
I: Financing the sale of stock and repurchasing new stock, the payment of dividends and the re paying of long term debts.
Ii: Investing activities such as the sale of fixed assets i.e. Buildings, land and vehicles. This money is then paid for an investment within another company.
Iii: Operating Activities – Cash generated from the sale of stock, product or services, cash paid for stock, merchandise and tax payments and marketing. These activities are the core of the companies business activities, they are the functions that are directly related to providing what is needed to bring goods and services to the market place.

4: Explain Single and Double entry book keeping 
Single entry bookkeeping is more often used by smaller and new businesses. It is a simple method of keeping track of the finances of the company. Each entry made is either a debit or a credit. There is no record of the company’s assets or liabilities, it just shows what comes in and what goes out in financial terms.

With double entry bookkeeping every debit entry made has a corresponding credit entry made. The double entry method is required when preparing Financial Statements, It ensures accuracy which is paramount for the Tax Department for calculating taxes.
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