ACCA Diploma in Financial and
Management Accounting (RQF Level 3)

FA2

Maintaining Financial Records

STUDY TEXT



KAPLAN PUBLISHING’S STATEMENT OF PRINCIPLES
LINGUISTIC DIVERSITY, EQUALITY AND INCLUSION

We are committed to diversity, equality and inclusion and strive to deliver content that all users can
relate to.

We are here to make a difference to the success of every learner.
Clarity, accessibility and ease of use for our learners are key to our approach.

We will use contemporary examples that are rich, engaging and representative of a diverse
workplace.

We will include a representative mix of race and gender at the various levels of seniority within the
businesses in our examples to support all our learners in aspiring to achieve their potential within
their chosen careers.

Roles played by characters in our examples will demonstrate richness and diversity by the use of
different names, backgrounds, ethnicity and gender, with a mix of sexuality, relationships and
beliefs where these are relevant to the syllabus.

It must always be obvious who is being referred to in each stage of any example so that we do not
detract from clarity and ease of use for each of our learners.

We will actively seek feedback from our learners on our approach and keep our policy under
continuous review. If you would like to provide any feedback on our linguistic approach, please
use this form (you will need to enter the link below into your browser).

https://docs.google.com/forms/d/1Vc4mItBPrfViy8AhfyKcJMHQKBmLalLPoa WPgFNf4MI/edit

We will seek to devise simple measures that can be used by independent assessors to randomly
check our success in the implementation of our Linguistic Equality, Diversity and Inclusion Policy.

P.2 KAPLAN PUBLISHING



British Library Cataloguing-in-Publication Data
A catalogue record for this book is available from the British Library.

Published by:

Kaplan Publishing UK

Unit 2 The Business Centre
Molly Millar's Lane
Wokingham

Berkshire

RG41 2Qz

ISBN: 978-1-83996-104-5

© Kaplan Financial Limited, 2022

The text in this material and any others made available by any Kaplan Group company does not amount
to advice on a particular matter and should not be taken as such. No reliance should be placed on the
content as the basis for any investment or other decision or in connection with any advice given to third
parties. Please consult your appropriate professional adviser as necessary. Kaplan Publishing Limited,
all other Kaplan group companies, the International Accounting Standards Board, and the IFRS
Foundation expressly disclaim all liability to any person in respect of any losses or other claims, whether
direct, indirect, incidental, consequential or otherwise arising in relation to the use of such materials.
Printed and bound in Great Britain.

Acknowledgements

These materials are reviewed by the ACCA examining team. The objective of the review is to ensure
that the material properly covers the syllabus and study guide outcomes, used by the examining team in
setting the exams, in the appropriate breadth and depth. The review does not ensure that every
eventuality, combination or application of examinable topics is addressed by the ACCA Approved
Content. Nor does the review comprise a detailed technical check of the content as the Approved
Content Provider has its own quality assurance processes in place in this respect.

This Product includes propriety content of the International Accounting Standards Board which is
overseen by the IFRS Foundation, and is used with the express permission of the IFRS Foundation
under licence. All rights reserved. No part of this publication may be reproduced, stored in a retrieval
system, or transmitted in any form or by any means, electronic, mechanical, photocopying, recording, or
otherwise, without prior written permission of Kaplan Publishing and the IFRS Foundation.

B3 IFRS

The IFRS Foundation logo, the IASB logo, the IFRS for SMEs logo, the “Hexagon Device”, “IFRS
Foundation”, “elFRS”, “IAS”, “IASB”, “IFRS for SMEs”, “IFRS”, “IASs”, “IFRSs”, “International Accounting
Standards” and “International Financial Reporting Standards”, “IFRIC” and “IFRS Taxonomy” are Trade
Marks of the IFRS Foundation.

B3 IFRS

Trade Marks

The IFRS Foundation logo, the IASB logo, the IFRS for SMEs logo, the “Hexagon Device”, “IFRS
Foundation”, “elFRS”, “IAS”, “IASB”, “IFRS for SMEs”, “NIIF” IASs” “IFRS”, “IFRSs”, “International
Accounting Standards”, “International Financial Reporting Standards”, “IFRIC”, “SIC” and “IFRS
Taxonomy”.

Further details of the Trade Marks including details of countries where the Trade Marks are registered or
applied for are available from the Foundation on request.

KAPLAN PUBLISHING P.3



CONTENTS

Page
Introduction P.5
Syllabus and study guide P.7
The examination P.13
Study skills and revision guidance P.15
Chapter
1 Recording transactions 1
2 The structure of accounting records 25
3 The trial balance and correction of errors 49
4 Introduction to final accounts 71
5 Basic framework of accounting 83
6 Current and non-current assets 97
7 Non-current assets 111
8 Payables’ and receivables’ ledger reconciliations 135
9 Bank reconciliation 151
10 Accruals and prepayments 167
1 Irrecoverable debts and the receivables’ allowance 183
12 Closing inventory 193
13 Provisions and liabilities 205
14 The extended trial balance 215
15 Sole trader accounts 231
16 Partnership accounts 257
17 Incomplete records 277
18 Answers to activities and end-of-chapter questions 301
19 References 393
Index 395

Quality and accuracy are of the utmost importance to us so if you spot an error in
any of our products, please send an email to mykaplanreporting@kaplan.com with
full details.

Our Quality Co-ordinator will work with our technical team to verify the error and
take action to ensure it is corrected in future editions.

KAPLAN PUBLISHING



INTRODUCTION

This is the new edition of the Foundations in Accountancy study text for FA2 — Maintaining
Financial Records reviewed and approved by the ACCA.

Tailored to fully cover the syllabus, this textbook has been written specifically for Foundations level
students. Clear and comprehensive style, numerous examples and highlighted key terms help you
to acquire the information easily. Plenty of activities and self-test questions enable you to practise
what you have learnt.

At the end of most of the chapters you will find exam style and practice questions. These will give
you a very good idea of the way you will be tested.

This document references IFRS® Standards and IAS® Standards, which are authored by the
International Accounting Standards Board (the Board), and published in the 2022 IFRS Standards
Red Book.
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SYLLABUS AND STUDY
GUIDE

Position of FA2 in the overall syllabus

Within the Foundations in Accountancy syllabus there is an initial qualification of the Introductory
Certificate in Financial and Management Accounting.

Completion of FA2 Maintaining Financial Records along with MA2 Managing Costs and Finances
and Foundations in Professionalism will achieve the Intermediate Certificate in Financial and
Management Accounting.

FA2 Maintaining Financial Records introduces the fundamental principles of accounting and
develops the knowledge and understanding required to maintain accounting records. You will learn
to produce accounting records, extract a trial balance and make necessary adjustments to produce
an extended trial balance and basic financial statements. The syllabus covers accounting for the
business transactions of sole traders and partnerships.

Detailed syllabus

A Generally accepted accounting principles E Preparing a trial balance and errors
and concepts Chapters 4, 5 Chapter 3
1 The key accounting principles and 1 Trial balance
characteristics 2 Correction of errors
2 Maintaining Financial Records F Reconciliations
3 The regulatory framework Chapters 8,9
B The principles and process of basic 1 Control account reconciliations
bookkeeping Chapters 1, 2, 3, 4 2 Bank reconciliation
1 The elements of financial statements G Extending the trial balance
2 The books of prime entry and flow of Chapters 14, 15, 17
accounting information in the 1 Preparation of the extended trial
production of financial statements balance
c The preparation of journals and ledger 2 Preparation of the final accounts.
accounts Chapters 1, 2 H Partnershi Chater 16
1 Preparation of journals from the books artnerships , aper
of prime entry 1 Partnership agreement
2 Preparation of ledger accounts 2 Partnership accounting records
D Recording transactions and events 3 Partnerghip financia! statements and
Chapters 1, 2, 6,7, 10, 11, 12, 13 change in partnership

1 Sales and purchases
2 Cash and bank

3 Inventory
4

Tangible non-current assets and
depreciation

Accruals and prepayments
Receivables, payables and provisions
Capital and finance costs

[o>NNé)]
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