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Questions to be discussed
1. Bookkeeping accounts, its structure.

2. The method of double record, its contents. 

3. Classification of bookkeeping accounts.

4. Bookkeeping transactions, their purpose and classification

5. Rules for entering transactions.  

6. The general ledger and trial balance of pharmacy.
New terms:  
Book-keeping: It is the art of recording in the books of accounts the monetary
aspect of commercial or financial transactions.
Accounting: It is the means of collecting, summarizing and reporting in monetary
terms, information about the business.
Financial accounting: Financial accounting deals with the maintenance of books
of accounts with a view to ascertain the profitability and the financial status of
the business.
Transaction: A transaction is a stimulus from one person and a related response
from the another
Information on the topic

Any economic transaction or event of a business, which can be
expressed in monetary terms, should be recorded. Traditionally, accounting is
a method of collecting, recording, classifying, summarizing, presenting and
interpreting financial data aspect of an economic activity. The series of
business transaction occurring during the accounting period and its recording
is referred to an accounting process/mechanism. An accounting process is a
complete sequence of accounting procedures, which are repeated, in the same
order during each accounting period. Therefore, accounting process involves
the following stages or steps starting from identification of business
transaction and ending with reverse entries for prepaid and occurred
expenses:
1. Identification of transaction
A number of transactions take place in a business enterprise in a
particular accounting year. Every transaction or event, which occurs, must
influence the financial position of a business enterprise. These transactions
may be external (between a business entity and second party) or internal (not
involve second party) i.e. depreciation etc.
2. Recording the transaction
Journal is the first book of original entry in which all transactions are
recorded event wise and date-wise and presenting a historical record of all
monetary transactions. Journal may further be divided into sub-journals as
well.
3. Classifying
Accounting is the art of classifying business transactions. Classification
means statement setting out for a period where all the similar transactions
relating to a person, a thing, expense, or any other subject are grouped
together under appropriate heads of accounts.
4. Summarizing 
Summarizing is the art of making the activities of the business enterprise as classified in the ledger for the use of management or other user
groups i.e. sundry debtors, sundry creditors etc. Summarization helps in the
preparation of Profit and Loss Account and Balance Sheet for a particular
fiscal year.
5. Analysis and interpretation
The financial information or data is recorded in the books of account
must further be analyzed and interpreted so to draw meaningful conclusions.
Thus, analysis of accounting information will help the management to assess
in the performance of business operation and forming future plans also.
6. Presentation or reporting of financial information
The end users of accounting statements must be benefited from
analysis and interpretation of data as some of them are the ‘stock-holders’
and other one the ‘stake holders’. Comparison of past and present statements
and reports, use of ratios and trend analysis are the different tools of analysis
and interpretation
CLASSIFICATION OF ACCOUNTS
An account is a summary of the relevant transactions at one place
relating to a particular head. It records not only the amount of transaction
but also their effect and direction. The classification of accounts is given
below:
1. Personal accounts
Accounts, which are related with accounts of individuals, firms,
companies, co-operative societies, financial institutions are known as personal
accounts. The personal accounts may further be classified into three
categories:

Natural personal accounts: Accounts of individuals (natural
persons) such as Akhils’ A/c, Rajesh’s A/c, and Sohan’s A/c are natural personal accounts.

Artificial personal accounts: Accounts of firms, companies, institutions such as Reliance Industries Ltd., Lions Club, M/s Sham and Sons, National College are artificial personal
accounts.

Representative personal accounts: The accounts which represent some person such as wages outstanding account, prepaid insurance account, accrued interest account are considered as representative personal accounts.

2. Real accounts
Real accounts are the accounts related to assets/properties. These may be classified into tangible real account and intangible real account. The accounts relating to tangible assets such as building, plant, machinery, cash, furniture etc. are classified as tangible real accounts. Intangible real accounts are the accounts related to intangible assets such as goodwill, trademarks, copyrights, patents etc.

3. Nominal accounts
The accounts relating to income, expenses, losses and gains are
classified as nominal accounts. For example, Wages account, Rent account,
Interest account, Salary account, Bad debts accounts etc. fall in the category
of nominal accounts.
Questions or Tests for self-evaluation
1. Define accounting. Discuss the objectives of accounting.
What are the various interested parties which use accounting information?
3. What is meant by book-keeping and accounting? Is accounting a science or art?
4. Briefly describe the various branches of accounting.
5. Distinguish between :
(a) Accounting and Accountancy
(b) Cash and Mercantile System of Accounting
Tests
1. Balance is a part of financial accounting of pharmacies. What index is reflected in the assets of the balance sheet?   

           

A.
Residual value of fixed assets   

          

B.
Retail turnover   

   

C.
Wholesale turnover  




D.
Proceeds of a pharmacy  




E.
Salary costs  
2. The total of business transaction records of assets and liabilities in the accounting statement for a certain period is called:    



A.
Turnover   



B.
Amount of balance   



C.
Debit   



D.
Credit  



E.         Balance
3. Compulsory financial reporting of pharmacies includes the balance sheet. Changes in value, composition and structure of the capital stock are estimated on the base of:   



A.
І section of assets   



B.
І section of liabilities  



C.
ІI section of assets + III section of assets   



D.
ІV section of liabilities   



E.
I section of liabilities + ІV section of liabilities    
4. One of the account forms of a pharmacy is the statement of balance (Form 1) which consists of the assets and liabilities. What are the elements of the assets of a pharmacy?   



A.
Current and non-current assets    



B.
Own and borrowed funds   



C.
Own capital   



D.
Borrowed funds   



E.
-

5. One of the accounting documents of a pharmacy is the balance sheet (Form 1) consisting of assets and liabilities. Name the elements of the asset of a pharmacy:

A. Circulating assets and non-current assets
B. Owned and borrowed assets
C. Circulating assets and owned capital
D. Non-current and borrowed assets
E. Circulating and borrowed assets
6. Pharmacy №5 cleared its indebtedness to a supplier in the amount of 3000 uah by drawing this sum from its current account. What changes in the sum total of the balance will be observed?    




A.
Total assets and liabilities will decrease by 3000 UAH   




B.
Total assets and liabilities will not change    




C.
Total assets and liabilities will increase by 3000 UAH   




D.
Total assets decreased, while liabilities increased by 3000 UAH    




E.
Total assets increase, while liabilities decreased by 3000 UAH   
7. For accounting business transactions carried out in a pharmacy the synthetic accounts are 

used. Their list is given in the Chart of Accounts. Balances of the I, II and III account classes are  used for completion of the following document:   




A.
Assets   




B.
Profit and Loss Account   




C.
Liabilities  




D.
First section of the liabilities balance sheet   




E.
Fourth section of the liabilities balance sheet   

8. A retail pharmacy has been purchasing goods within an accounting period

What changes to the  balance will result from this business transaction?   




A.
Increase in assets and liabilities   




B.
Decrease in assets and liabilities   




C.
Changes will be caused to the assets only   




D.
Changes will be caused to the liabilities only   




E.
-   
9. Pharmacies as legal entities must have statutory capital in order to get registered with state 


authorities. Specify the amount which is identified as the statutory capital:   




A.
Amount recorded in the constituent documents   




B.
Amount of noncurrent assets   




C.
Total sources of funds   




D.
Total assets   




E.         Outstanding amount   
10. In order to get registered in state authorities pharmacies as legal persons must possess
authorized capital stock. What amount is identified as the authorized capital stock?    




A.
The amount recorded in constituent documents   




B.
The amount of noncurrent assets   




C.
The amount of fund formation sources   




D.
Total assets   




E.
The amount of debts of an enterprise   

11. Two pharmaceutical enterprises simultaneously applied to a bank for establishing a running account. The bank refused the application to one of the enterprises. The reason for the 
refusal is that the enterprise:   




A.
Has not registrated a statute   




B.
Is located in another administrative area   




C.
Has no stamp   




D.
Has not provided the balance   




E.
Has not provided the report on financial results   
12. Financial accountability of pharmacies consists of separate account forms. Which form presents accounts payable for the goods purchased?   



A.
Balance sheet, form 1  




B.
Financial performance report, form 2  




C.
Financial performance report, form 2m  




D.
Net worth statement, form 3  




E.
Balance assets, form 1  
13. Business transactions are displayed in the accounts. The entry in the  account ledger that is made to record the incoming of economic resources is called:




A.
Debit




B.
Equity




C.
Credit




D.
Assets




E.
Liabilities
14. A pharmacy has a set of documents which confirm the ownership of computer programs. Specify the balance sheet item that shows the pharmacy’s property:

A. Intangible assets
B. Goods
C. Low-value equipment
D. Monetary assets
E. Stock
15. In order to expand its range of activities, pharmacy №12 purchased some manufacturing equipment. What group of economic resources does the manufacturing equipment relate to?
A. Fixed assets
B. Goods
C. Tara
D. Tangible assets
E. Incomplete capital investments
16. A new pharmaceutical enterprise is being founded. Which document of those given below is considered to be founding?

A. Charter
B. Order
C. Standard act
D. Directive
E. -
17. At the end of each month a pharmacy accountant draws up a balance. What indicator characterizes liabilities of a pharmaceutical company?
A. Equity capital
B. Circulating assets
C. Reserves and expenses
D. Work-in-process inventory
E. Accounts receivable

18. Accounts receivable develop in the process of pharmaceutical company work. Specify where in the balance book they are recorded:
A. Assets
B. Liabilities
C. Debit
D. Credit
E. Account

19. A system of indicators characterizes financial and businesss activity of an organization and the state of its assets and sources on the certain day in the monetary unit. Name this system:
A. Balance sheet
B. Business transactions log book
C. Double entry
D. Turnover balance sheet
E. Receipts and expenditures report

20. Accounting records are classified by the type of asset accounting or by their sources. Active accounts keep record of the following:
A. Monetary funds
B. Equity capital
C. Bank loans
D. Debt settlement with the creditors
E. Salaries payment
21. To replenish its fixed assets, the pharmacy made a decision to arrange a credit with the trading bank. What document must be concluded in writing between the creditor and the debtor in
this case?
A. Credit contract
B. Full material liability contract
C. License
D. Balance sheet
E. Auditor’s conclusion
22. Accounting of pharmaceutical institutions includes control accounts of nine classes. What  accounting units are represented in the accounts of the 4-6 classes?   

A.
Liability  

B.
Pharmacy assets  

C.
Element costs  

D.
Material costs  

E.         Incomings and business results  
23. An accountant is calculating financial performance of a pharmacy. What item will be represented in the liabilities of the accounting report 791 called "Operational result"?  

A.
Net profit (sales proceeds)  

B.
Cost of goods sold  

C.
Administration expenses  

D.
Sales expenses  

E.
Profits tax  
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