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CHAPTER

In order to complete this chapter, you should already:
 ✔ be able to complete subsidiary journals and General Ledger accounts
 ✔ understand the GAAP principles and their application.

This chapter covers

De� nition and explanation
• Public and private 

companies
• Registrar of companies
• Memorandum of 

Incorporation
• Income tax/ provisional 

income tax
• Dividends
• Shares
• Issue price
• Earnings 
• Shareholders
• Directors
• Auditors
• Limited liability
• Separation of ownership 

from control
• Retained income
• Authorised share capital
• Issued share capital
• Johannesburg Stock 

Exchange (JSE)

GAAP Principles
• International Financial 

Reporting Standards (IFRS)
• Generally Accepted 

Accounting Practice (GAAP)
 º Historical cost
 º Prudence
 º Materiality
 º Business entity rule
 º Going concern
 º Matching

Bookkeeping of companies
• Accounting cycle

 º Journals
 º Ledger accounts
 º Trial Balance

• Transactions
 º Issuing of shares
 º Buying back of shares
 º Loans and interest
 º Income tax
 º Dividends
 º Directors’ fees
 º Auditor’s fees
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On completion of this chapter, you should be able to:
 ✔ define and explain the accounting concepts pertaining to companies
 ✔ define and understand IFRS and GAAP
 ✔ prepare journals, ledger accounts and the Trial Balance of a company.


