[bookmark: _Hlk112053766]4. Finance
[bookmark: _Hlk102227724]Worksheet 12: Double entry bookkeeping (tutor)
[bookmark: _Hlk102228093][bookmark: _Hlk100744988]Describe how the owner of a business would use the financial records of their business when preparing to sell it.
Owners would use the financial records of sales, customers and debtors to set the value and asking price of the business.
Accept any reasonable, developed response that demonstrates knowledge and understanding of financial records when selling a business.

[bookmark: _Hlk102228125][bookmark: _Hlk100915744]Set out the accounting equation formula.
Either of the following accounting equations:
Capital = Assets
Capital + Liabilities = Assets
Accept either response but must balance both sides.

[bookmark: _Hlk102228397]Describe, where in the balance sheet the purchase of a new piece of equipment would be shown.
New equipment would be shown under assets in the balance sheet.
Accept any reasonable, response that demonstrates knowledge and understanding of where new equipment would be shown in the balance sheet. Candidates may use the term fixed or current assets – either will be acceptable because we don’t know the £ value of the equipment.

[bookmark: _Hlk100741670]Explain what term will be used to identify suppliers the business still owes money to in the balance sheet.
Suppliers that are still owed money at the end of an accounting period will be entered as debtors, which is an asset because it means liquidity/money due to come into the business.
[bookmark: _Hlk112053058]Accept any reasonable, developed response that demonstrates knowledge and understanding of what balance sheet term is used for suppliers still owed money.

[bookmark: _Hlk101444303][bookmark: _Hlk100741992]Describe what happens in the accounts when products are bought for cash.
A cash sale will increase the money in the bank and reduce the stock being held.
Accept any reasonable, developed response that demonstrates knowledge and understanding of what happens to the accounts when products are bought for cash.

[bookmark: _Hlk102229287][bookmark: _Hlk101627864]Explain the main purpose of double entry bookkeeping.
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Accept any reasonable, developed response that demonstrates knowledge and understanding of the purpose of double entry bookkeeping.

Describe what is meant by the term ‘purchases’ in a bookkeeping context.
Purchase in bookkeeping terms refers to the products bought for resale in trading activities.
Accept any reasonable, developed response that demonstrates knowledge and understanding of the term ‘purchases’ in a bookkeeping context.

Explain the main purpose of recording transactions into a journal before entering them into the accounts.
A business might use a journal to track the narrative of each transaction, so it can answer any potential queries at a later date. 
Accept any reasonable, developed response that demonstrates knowledge and understanding of the main purpose of using a journal to record transactions.

Identify three classifications of ledger accounts.
1. Capital.
2. Assets.
3. Liabilities.
 
[bookmark: _Hlk102229927]Explain what the double entry impact would be to buy a new delivery van using money in the bank.
Double entry impact would be that the cash at bank would go down by the price of the van and the value of vehicle assets would rise by the same amount. 
Accept any reasonable, response that demonstrates knowledge and understanding of the double entry impact of buying an asset with money in the bank.
[bookmark: _Hlk100919409]
[bookmark: _Hlk102230197][bookmark: _Hlk101628539]Explain what the invoice document details in the transaction documentation process. 
Invoices will detail the goods or services that have been sold by the business, the sales price and how to make payment.
Accept any reasonable, developed response that demonstrates knowledge and understanding of the details of an invoice document in transactions.

[bookmark: _Hlk101628715]Explain one advantage of an integrated computerised accounting system. 
Integrated accounting software means the business can carry out online banking and the accounts will be automatically updated/it can file final accounts with Companies House from the software/it can pay its VAT or Corporation Tax bills automatically.
Accept any reasonable, developed response that demonstrates knowledge and understanding of the advantage of integrated computerised system. 
Note: candidates only need to provide one development of this explanation. Several examples provided for guidance.
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