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EDO UNIVERSITY, IYAMHO 

EDO STATE, NIGERIA 

   

DEPARTMENT OF ACCOUNTING AND ECONOMICS 

FACULTY OF ARTS, MANAGEMENT AND SOCIAL SCIENCES 

PROGRAMME: B.Sc. ACCOUNTING 

 

COURSE CODE: ACC311  
COURSE TITLE: INTERMEDIATE FINANCIAL ACCOUNTING I 
NUMBER OF UNITS: 3 Units 
COURSE DURATION: Three hours per week 
 
COURSE LECTURERS: Dr. Godwin OHIOKHA, Mr. Christian IYAFEKHE  
                                        and Mr. Agbonrha-Oghoye IYOHA   
 
COURSE DETAILS 
 
Week 1-2: Preamble (ACC211 & ACC 221) 

Week 3: Partnership accounts including admission, dissolution and liquidation 

Week 4-5: Joint Venture 

Week 6-7: Contract Account 

Week 8-9: Departmental and Branch Accounts 

Week10-11: Treatment of equivalent IAS and IFRS of SAS 5, 6, 7 

Week 12: Revision 

RESOURCE  

 Lecturer’s Office Hours: 

 Dr. Ohiokha, G., Mondays 10:00am-1:00pm 

 Mr. Iyafekhe, C., Tuesdays 10:00am-1:00pm 

 Mr. Iyoha, A. I., Wednesdays 10:00am-1:00pm 

 Course lecture notes: http://www.edouniversity.edu.ng/oer/acct/acc311.pdf 

 Books: 

 Financial Accounting Made Simple (volume 1 & 2), 6th edition, IFRS compliant 
by R.O. Igben (2016) 

 ICAN study text on Corporate Reporting 

 Basic Business Accounting by Professor Dabor, E.L. (2008). 

 Wiley, 2013: Interpretation and Application of International Financial Reporting 

Standards 
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ASSESSMENT 

 Continuous assessment shall be 30% of final 
grade which comprised of Mid semester test, Class work, Home work etc 

 Examinations: 
-Final, comprehensive (according to University schedule): 70% of final grade 

 

ACADEMIC ETHICS 

 All class and home work must be done independently, unless explicitly stated otherwise. 

 You may discuss general approaches to problems, but must write up the solution yourself 

and independently of any other person. 

 No late home work is accepted: 

-Turn in what you have at the time it’s due 

-All home works are due at the start of class 

-If you will be away, turn in the homework early 

 All students should be seated in class ten (10) minutes before the  commencement of the 

class 
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PREAMBLE 

The pre-requisite for Intermediate Financial Accounting I (ACC 311) is a review of 

financial accounting topics in year two, ACC211 & ACC 221. The following topics will 

be reviewed: 

FINANCIAL ACCOUNTING I. (ACC 211) 

The topics that the students need to know as a pre-requisite for ACC 311 are listed below 

 

(1) Revision of trial balance, correction of errors and suspense accounts,  

(2) Revision of end of year adjustment adjustments and the preparation and presentation of 

final accounts.  

(3) Control Accounts, Incomplete Records, and Single Entry  

(4) Account of Clubs and Societies, Farmers’ Accounts, Voyage & Solicitors’ Accounts,  

(5) Inventory valuation and Bills of Exchange,  

(6) Detailed treatment of SAS 3, SAS 4 and equivalent IAS, IFRS etc 

 

FINANCIAL ACCOUNTING II (ACC 221) 

The topics that the students need to know as a pre-requisite for ACC 311 are listed below 

 

(1) Manufacturing accounts 

(2) Consignments, goods on sale or return  

(3) Royalties, containers, hire purchases and sinking funds.  

(4) Introduction to the analysis and interpretation of financial statements:  

- ratio analysis-uses, limitations, standards of comparison; trend, percentage, common-

size financial statements, vertical, horizontal, industry, intra and inter-firm analyses, 

factors to consider in firms analysis 

(5) Cash flow statement 

(6) Hire purchase 

(7) Treatment of SAS 18 and the equivalent IAS and IFRS 
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INTENDING LEARNING OBJECTIVES 

At the end of this course, students should be able to: 

(1) Understand Partnership accounts including admission, dissolution and liquidation 

(2) Introduced to Joint Arrangement and its accounting treatment 

(3) Introduced to Contract Account and its accounting treatment 

(4) Introduced to Departmental/Branch Accounts and its accounting treatment 

(5) Treatment of equivalent IAS and IFRS of SAS 5, 6, 7 
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PARTNERSHIP ACCOUNTS INCLUDING ADMISSION, DISSOLUTION AND 
LIQUIDATION 

DEFINITION OF PARTNERSHIP 

According to the Partnership Act of 1890, it is a relation which subsists between two or more  

persons carrying on a business in common with a view to profit.  

PARTNERSHIP AGREEMENT 

This refers to a formal agreement draw up to define the conduct of a partnership business. It 

could also be referred to as partnership deed. The partnership deed defines the partnership 

business with respect to the following: 

(1) Capital to be contributed by each partner; 

(2) The type of capital account to maintain- whether fixed or fluctuating; 

(3) The profit/loss sharing ratio; 

(4) The rate at which interest is to be allowed on partners’ capital; 

(5) The amount of salary receivable by the partners; 

(6) The rate of interest to be allowed on partners’ loan; 

(7) Whether current accounts, if any, are to bear interest and if so, at what rate; 

(8) The method of calculating goodwill in the event of death, retirement or admission of 

partners; 

(9) The method of treating the premiums on life insurance policies, if any, and how the 

proceeds of the policies are to be shared amongst the partners. 

However, in the absence of expressly or implied agreement, the Partnership Act 1890 posited 

that the following shall apply: 

(1) Profit/losses shall be shared equally; 

(2) Interest shall not be allowed on partners’ capital; 

(3) Interest shall not be charged on partners’ drawings; 

(4) Interest shall be allowed on partners’ loan at 5% per annum 

(5) No partner shall be entitled to receive salary   
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ACCOUNTING FOR PARTNERSHIP TRANSACTION 

The finial accounts of a partnership is similar to that of as sole trader except for the following 

additions: (1) the appropriation account in which the net profit is distributed to all partner; and 

(2) either the capital or current account which records financial transaction that affect the 

equity/interest of each partners such as drawings, interest on drawings, share of loss, interest on 

capital, salary of partners, interest on partners loans and share of profit. 

In accounting for the equity/interest of partners, either the fixed or fluctuation capital method is 

used. In the fixed capital account method, all items affecting the equity/interest of the partners 

are adjusted on the current account while in the fluctuating capital method; these items are 

adjusted in the capital account. The items affecting partners’ equity include: 

(1) Partners drawings 

(2) Interest on drawings;  

(3) Share of loss; 

(4) Interest on capital; 

(5) Salary of partners; 

(6) Interest on partners’ loan; and 

(7) Share of profit. 

It should be noted that the items that increase the interest/equity of each partners are credited to 

either the current or capital account while items that reduces the interest/equity of each partners 

are debited to same accounts. It follows therefore that interest on capital; salary of partners; 

interest on partners’ loan and share of profit have credit entries while partners drawing; interest 

on drawings and share of loss have debit entries. 

 

TREATMENT OF SOME TRANSACTIONS 

(1) Divisible profit: This is the profit distributable to the partners after accounting for 

partners’ interest on drawings, partners’ salary, and interest on capital (see format below). 

(2) Partners salary: This represent a preferential distribution of profits of the firm to the 

partners before the residue of profits are distributed to each partners according to the 

agreed sharing ratio. It implies that this item is not an operating cost and as such is not 

expense the statement of financial performance, rather a charge on the appropriation 

account after the net profit has been ascertained. In treating partners’ salary, the portion 

of partners’ salary already paid and yet to be paid is charged to the appropriation account, 
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however in the current or capital account as the case may be, it is the portion yet to be 

paid that is charge to these accounts. 
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JOINT ARRANGEMENT 

WHAT IS JOINT ARRANGEMENT? 

The Accounting standard for accounting for Joint Arrangement is IFRS 11.According to IFRS 

11, a joint arrangement is an arrangement of which two or more parties have joint control. 

JOINT CONTROL 

IFRS 11 defines Joint Control as the contractually agreed sharing of control of an arrangement 

which exists only when decisions about the relevant activities (i.e. decisions which significantly 

affect the returns of the arrangement) require unanimous consent of the parties sharing control. 

This implies that joint arrangement is only in existence when there is a joint control. 

TYPES OF JOINT ARRANGEMENT 

IFRS 11 identified two types of joint arrangement. They are Joint operation and Joint Venture. 

Joint Operation 

This is a joint arrangement whereby the parties that have joint control of the arrangement have 

rights to the assets, and for the obligations relating to the arrangement. The parties involved in 

this kind of arrangement are called joint operators. 

Joint Venture 

This is a joint arrangement whereby the parties that have joint control of the arrangement have 

rights to the net assets of the arrangement. The parties involved in this kind of arrangement are 

called joint venturers. 

SEPARATE VEHICLE 

This refers to a separately identifiable structure, including separate legal entities or entities 

recognized by statute, regardless of whether those entities have a legal personality. This implies 

that it is an entity, incorporated or not, through which a joint arrangement is structured.  

HOW TO IDENTIFY A JOINT OPERATION AND A JOINT VENTURE 

There are key factors/criteria that determine whether a joint arrangement could be classify as 

either a joint operation or joint venture. They include: 

(1) Rights and obligations of parties in the joint arrangement 
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(2) Other factors and circumstance such as  

- Structure of the joint arrangement 

- Legal form of the separate vehicle 

- Other contractual arrangement 

 Factors Joint Operation Joint Venture 

1 Rights and obligation of 

parties 

They have right to the assets 

and obligation for the liability  

They have only right to the net 

assets of the arrangement 

2 Form of the separate 

vehicle 

Not usually structured through 

a separate vehicle. However 

there could be circumstance 

that point otherwise 

Usually structured through a 

separate vehicle. However 

there could be circumstance 

that point otherwise 

3 Legal form of the 

separate vehicle 

The separate vehicle could be 

incorporated but its legal form 

does not confer separation 

between it and the parties such 

that the assets and liabilities 

held therein are the parties 

assets and liabilities. 

The separate vehicle is an 

incorporated entity whose 

personality is clearly separated 

from the parties and the assets 

and liabilities held therein are 

the entity’s 

4 Existence of other 

contractual arrangement 

There could be existence of 

other contractual agreement 

between the joint operators 

such as: each operator 

responsible for a specific task; 

each operator using its own 

assets and incurring its own 

liabilities etc 

There may not be such 

contractual arrangement under 

a joint venture 
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DEPARTMENTAL AND BRANCH ACCOUNTS 

 

WHAT IS A DEPARTMENT/DEPARTMENTAL ACCOUNT 

This is a unit or a segment of a business entity that operates and generates income. In 

line with this, the business entity will usually prepare an account (departmental 

account) for each department for the purpose of : 

(1) Ascertaining the contributions of each department to the entire business entity; 

(2) For reward purpose 

(3) Comparison of result of the different departments for correction and 

improvement purpose 

EXAMPLES OF ENTITY WHERE DEPARTMENTAL ACCOUNT CAN BE IN 

EXISTENCE  

(1) A manufacturing company that is into production of bocks and paving materials. 

The entity can maintain separate account for block and paving departments. 

(2) An insurance company can maintain a separate account for insurance policy 

relating to fire insurance, motor insurance policy, fire insurance policy, marine 

insurance policy 

(3) Firm of chartered accountants could prepare separate accounts for audit 

department, tax department etc. 

 

BASES OF INCOME AND EXPENSES ALLOCATION AND APPORTIONMENT 

In preparing a departmental account, the gross profit can easily be ascertained because 

items in the trading section can be directly traced or related to each of the department. 

However, other income/expense that cut across various departments can be 

apportioned based on the following: 

(1) Non departmental income: Attributed to the head office 

(2) Discount received- Proportion to the purchases of each department  

(3) Selling and Distribution exp: Proportion to the sales of each department  

(4) Admin expenses-  

-Heating and lighting: In most cases in proportion to volume of space occupied.  
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-Rent and rates: In proportion to the floor space occupied 

-Expenses like staff related cost is done in proportion to the number of staff employed in 

each department 

-Electricity: Consumption of each department 

-Insurance policy: In proportion to the book value of the non-current assets in each 

department 

-Depreciation: In proportion to the book value of the non-current assets in each 

department 

INTER DEPARTMENTAL TRANSFERS 

Where the item of one department serves as an input for production purpose to another 

department, a departmental transfer becomes necessary. However in doing so, the 

transfer value should be at cost. If it includes a profit loading, the unrealized profit 

should be ascertained and eliminated from the inventory and reported profit (this shall 

be dealt with further in branch account).  
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TREATMENT OF EQUIVALENT IAS 11 (CONSTRUCTION CONTRACT) 

OVERVIEW OF IAS 11 

IAS 11: Construction contracts provide requirements on the allocation of contract 

revenue and contract costs to accounting periods in which construction work is 

performed. Contract revenue are recognized by reference to the stage of completion of 

contract activity where the outcome of the construction contract can be estimated 

reliably, otherwise revenue is recognized only to the extent of recoverable contract costs 

incurred. 

OBJECTIVE OF IAS 11 

The objective of IAS 11 is to prescribe the accounting treatment of revenue and costs associated 

with construction contract. 
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TREATMENT OF IAS 21 (THE EFFECTS OF CHANGES IN FOREIGN EXCHANGE 

RATES) 

OVERVVIEW OF IAS 21 

IAS 21, The effects of Changes in Foreign Exchange Rate outlines how to account for 

foreign currency transactions and operations in financial statements, and also how to 

translate financial statements into a presentation currency. An entity is required to 

determine a functional currency (for each of its operations if necessary) based on the 

primary economic environment in which it operates and generally records foreign 

currency transactions using the spot conversion rate to that functional currency on the 

date of the transaction. 

OBJECTIVE OF IAS 21 

The objective of IAS 21 is to prescribe how to include foreign currency transactions and 

foreign operations in the financial statements of an entity and how to translate financial 

statements into a presentation currency. The principal issues are which exchange rates 

to use and how to report the effects of changes in exchange rates in the financial 

statements. 


