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AN INTRODUCTION TO A UNIFORM ACCOUNTING SYSTEM:
THE EGYPTIAN EXPERIENCE

Mosaad M. Fl-Sharkawy”

Abstract:  Thes paper 5 an aftempt Io give an insight inte the Eguptian Uniform Accounting Susrem, which
s sought o ackieve the fallowing oljectives: )

1o Vo provide the nesessary  gocosmting infurmation for planming and contral at all fivels af the
ECTIRGTY

2 Tocoordingte finmcial accounting with natlanal acceunitng i arder to focililaie the computation
af the pross. nattonal product (GNF). Thiv iy done through wrifiing terminology,  standards,
GECOMRNING comcepty, and Sooon

3o T facdlitate the tohulation and storage of dota by an enterprive o that it weuld he ecrsy for eack
ERlerprise. fo swpply the information reeded by the governmental bodies,

Tie paper boon highlighted the Egyptian Chart 6f Acconnts and how firanciol and controd econnts
harve oo classifiod and coded i such g manner that finks the micro-accanlingSevith macro-
aconunting

Firnally, an empirical case study has béen eramined where the Current (vwrrationy docornt Hos beom
prepared i addivion to the Value Added Statemtent (VAS) Such o VAS har been prepared. on the
heniy wft

b Tl factor income model which i adapred by the Egvptivn Uniform aceountimg: Svetem: and

2 The sectaral mcome model which is to be recommended by the guthor far some reasons:  For
instance, W divtinguistar between the value added achisved by the company and that available o
clintrifenf i,

L. AN INTRODUCTION TO THE EGYPTIAN
UNIFORM ACCOUNTING SYSTEM

L1, What is Meant by a Uniform Accounting System?
A uniform accounting system may be defined as “specific arrangements that aim at
recording the accounting data related to an accounting entity and the preparation of the

financial statements according to a specific framework which is based on uniform
accounting rules and concepts for the purpose of achieving pariicular ohjectives.’
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From the above definition, the following essential elements can be recognized:

a, The uniform accounting has been described as a “system’ because it represents some
specific arrangements and requirements.
b. This system has been described as ‘accounting’ because such arrangements tackle

the functions of financial, managerial, and cost accounting.
c. Finally, this system has been deseribed as ‘uniform’ because it deals with the

unification or standardization of the following:

(1)  The unification of the chart of accounts;

(2)  The unification of bases, rules, terminology, accounting concepts, standards..,
etc;

(3)  The unification of accounts, financial statements and the bases on which such
accounts and statements are prepared;

(4)  The unification of the models of budgets and the bases on which they are
prepared; and finally,

{5}  The unification of the financial year,

1.2. The Objectives of the Egyptian Uniform Accounting System

The Egyptian uniform accounting system has been designed to provide the Ministry
of Planning, the Ministry of Finance, the Supervising Ministry, banks and other institutions
with a flow of information that helps in the process of planning and control. Enterprises
are required to submit their financial statements and other returns fo such governmental
institutions in which various aspects and activities of the enterprise shoul® be disclosed
Accounting, not surprisingly, plays a significant role in this system.

Specifically, the Egyptian uniform accounting system has been designed to achieve
the following main objectives:

a To provide the basic accounting information ‘and other analytical tools necessary for
planning, implementation and control at all levels of the economy, Le the micro and macro
levels. On the preparation of the Egyptian uniform accounting system, it has been
considered that such a system should be able to provide reliable and relevant accounting
information required for the preparation of financial statements and budgets. Such financial
statements and budgets are of utmost importance for planning purposes and making
decisions tegarding the drawing up of pelicies and strategies at both micro and macra
levels,

Moreover, such a uniform aceounting system will help in supervising, momnitoring
and performance evaluation at all levels of mdividual enterprises, the supervising ministry
and other external bodies whether they are planning or controlling bodics.

b. To link the accounts of the individual enterprises with the national accounts. This means

\hat the micro accounts will be helpful to the national accountants when preparing the
accounts at the state level.
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In my opinion, such a linkage hetween the micro and macro accounting is the main
nhjective of the Egyptian uniform accounting system though it has been ranked as the
second objective by the syslem.

Needless to say that such a linkage requires the development of the traditional
accounting principles so {hat the national accountant should be able to prepare the national
accounts by referring to the financial statements prepared by their counterparts at the
enterprise level

Ihe accurate caleulation of the national income would, of course, require the
unification of bases, rules, erminology, accounting concepts, standards..ete. Such a
unification will help to diagnose the accounting data and mformation at the enterprise level
for the preparation of national accounts.

To sum up, the Egyptian uniform accounting system has designed the enterprise
sgeounts: moa manner that will mect the needs of national accountants,

¢, lo facilitate the process of collecting, tabulating and storing accounting  dats and
information. Needless to say that before the adoption of the unified accounting system, it
was very difficult for enterprises to provide such accounting data and information which
are-essenlial lor external bodies according 1o a framework required by such external bodies.
This 1% due to the fact that such a required framework is ahsolutely different from the
accounting concepts on which the financial statements of these enterprises are based,
L ]

Therefore, tabulating accounting data and information in @ uniform manner would

help 1o achieve the following:

(1} Facilitating the task of the state and other external bodies in collecting accounting data
and informution {rom enterprises withoul the need for retabulating or reclassifyving such data
m another form.

(2) Ensuring an improvement in the accuracy and the reliability of accounting data and
information.

(3 Shortening the time required for collecting data on ull economic activities in the
country

{(4) Enabling the management to evaluate the performance of all its depariments and
divisions that are located at corporate headguarters or division levels.

1.3. The Scope of the Application of the Uniform Accounting System
The Fpyptian uniform accounting system has been designed to be applied to all
public business sector enterprises.  Banks, insurance companies and other financial and

credit institutions have been excluded due to specific considerations related to the nature
of their sctivitics,  So, they are subject to specific repulations and laws that organize and
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control their activilies.

I is noleworthy to point out that the uniferm accounting system may be applicd to
some private business seclor enterprises.  This will be hased on a decree issued by the
competent authority for the purpose of providing accounting data and information necessary
for planning, controlling, moenitoring and evaluating performance at the national level,

The Egyptian uniform aceounting system has defined the economic entity that will
be obliged to apply the system as:

It s thiat emtity which 150 be engaged in carrving out an industrial, commercial, ascicullural or land
activity inaddition to other organizations that are oblized to prepare their halance sheets in (he same
martner followed in the preparation of commertial balance shegts oven if such creanizbons dionot
practize any of the aforementioned activities by themselves

Moreover, the uniform accounting system has mentioned that the cconomic entity
may be ong of the following forms:

a. The supreme counci]l of the sector or the public arganizations,

b, A public enterprise.

c. A co-operative society or a firm that works under the supervision of a public
prganization.

Finally, it 15 worth mentioning that the Epyvption Uniform Accounting Svstem (LIAS)
is viable not only in planned economy but also in market oriénted cconomyy  This is due
to the fact that the UAS is to be regarded as'a positive step towards making available some
data needed at the macro level when sational accounts are w be prepared. So, it {5 nol rue
to say that the UAS is to be reduced when trends are for increased privatization and
reduction of state ownership and control of economic activities.

Il. THE CHART OF ACCOUNTS
2.1, Introduction

A chart of agcounts may be defined as a list of the aceounts used by an organization,
with each account usually assigned 4 number or code.

The first chapter of the Egyplian uniform accounting svstem has been desipned 1o
explain in detail the measures taken to unify the chart of accounts. So. it deals with the
general framework of the chart of accounts and its main characteristics or {eatures.

Specifically, this chapler is designed to highlight the following:
a. The general framework of the chart of accounts;

b. Diagnosis of the chart of accounts; and finally.
¢, The main characteristics of the chanl of accounts
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2.2, The General Framework of the Chart of Accounts
2.2.1. The Coding of Accounts

There are, of course, various technigues for the coding of acvounts. Howewver, the
Egvpuan uniform accounting syvstem has adopted the digital (decimal) system. This is due
tn the flexibility of such a technique.

Based on the digital technique, the accounts of enterprises have been divided into
mine main homogeneous classes, e from 1-9. Such a classification will help 1o prepare
the nattonal accounts as well as to sausfy the needs of the linancial aceountant,

These nine classes have been termed as “Accounting Totals or Agprepates’, which
mclude (inancial aceounts and cootrol accounts.  Here is a discussion on such 1wo
distinguished catepories of accounts,

#. Classification and Coding of Financial Accounts

Mumbers from (1) to (4) have been assipned to the eategory of financial secounts
as follows:

Code Mumber Financial Accounts
I Asscls
2 Liabilities 1

Llses of Resources

Lt

4 Resources

Fach of the above accounting totals or classes can be analyzed into several sub
classes by adding one number or more, up 1o six numbers, on their right side as {follows:

(1) Creneral sccount; it has two numbers.
(21 Sub account, it has three numbers.

31 Sub-sub account; it has four numbers.
i4) Partial account! it has five numbers.
{5) Analvtical account; it has six numbers,
ih) Detmled account; it has seven numbers.
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The following is an cxample to indicate the above-mentioned seven levels of
accounts:

Level of Account Code Mame of Account
Mumber
Accounting class or ageragate I Assets
(ienceral account 2 Under implementation projects
Sub aceount 121 Commedity formation
Subesub accoum 1211 Land
Partial account 12111 Land for agricultural exploitation,
Armalytical accourt min Land purchasing price
Dresziled acconnt 12131011 Purchusing price of machinery
bought af Iocal market

h. Classification and Coding of Control Accounts

The chart of accounts has given mumbers to the contrel accounts starting from (5)
10 (9). Control accounts indicate the main functions of the cconomic entity, Needless 1o
say that such control accounts have been designed mainly for the purpose of analyzing the
uses of resources. in cost centres.

Control accounts include the following accounts; 4
Code Mumher Contenl Account
5 Production centre control
) Praduction service centre: control
] Marketmg service centfe control
B Admmistraiive & fmancial service centre Gontrol
q Capital transaclons cenire coniral
2.2.2. Diagnosis of the Chart of Accounts
Based on the previous discussion in paragraph 2.2.1 the peneral framework of the

chart of aceounts has included the following three mam calegories of accoonts:

a. Balance sheetl accounts:
. Operating and revenue accounts: and linally
. Control accounts.

The following is a brief discussion on the aforementioned catepories.
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#. Balance Sheet Accounts

Balance sheet accounts include eight general accounts for each category of assets
and liabilities as follows;

Code Mumber Assets Code Number | 3abilitses
R Fined assets 21 Capital
12 Projects: in progress 22 Reserves & camiod
surplus
13 liwentories 23 Pravisions
14 Long-term fending 24 Long-term loans
15 Fimangiul 25 Credil banks
INVESIMENLS
I& Debioey 24 Creditors
I'F Miscellanecus debit 27 Miscellancous
AceEUNES credil accouss
I8 Cash in hand £ o 28 The vear's result
hanks

b. Operating and Revenoe Accounts (Result Acepunts)
Operating and revenue accounts have been divided int:

(1) Uses ol resource accounts: dand
23 Resource accounts

The Levptian uniform accounting system has used the termy “uses of resources” to
indicate the various 1vpes of expenditures and other charges bome by the accounting entity
duaring a-specific pertod of nme for the use of services or faetors:of production in carrving
out s activities,

In contrast. the Egyptian uniform accounting system has used the tenn ‘resources’
to clariy the various types of revenues and other gams achieved by the accouming entity
during a-specific perod of time.

It is worth noting that the uniform accounting system has used the term 'resources’
instead of the term ‘revenues.”  This is because, in my opinion, the former term s to be
reparded as comprehensive since it may include some ilems that can not be reparded
technically as revenues such as capital pains.

Operating and revenus accounts include six general accounts for uses of resources
against live general accounts for resources,
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The fallewing is-an indication of operating and revenue accounis:

Code Dses of Resources Ciode Resauroes

Mumber 3 Mumibser 4

3l Wages 41 Hevenues from normal

operations

12 Commodity requirements 42 Suhsidics

33 Services acquircd 43 Revenues from ponfolios

14 Cinods purchased for sale 44 Transferred revenues

15 Current transferred expenses a3 Profits from construction,

36 Appropriated housing projects and land
Current {ransfers reclamation

¢. Control Accounts and Cost Allocation

Needless to say that a control accounl (or tofal account) s a single gocount that
surnmarizes (or controls) a number of subsidiary accounts, So, the sum of halances in the
subsidiary ledger should equal the balance in the control account,

However, the Egyptian uniform accounting systermn has used the term “control
account’ i 2 specific meaning where g *control account” has been used (& indicating a
specific function performed by the accounting entity, i.¢. uses of resources are to be
allocated to such control accounts.

Generally, the functions of o manufacturing enterprise are traditionally categorized
into three main [unctions as follows:

(1) The manufacturing function;
{2} The marketing function; and finally
{31 The administrative and financial function.

The Egyptian uniform accounting system has added two amendmemts,  The first
amendment has designed two accounts for the cost allocation of the manufacturing function.
These two accounts are (i} production centre control, and (i) production service centre
control. The second amendment has added a control account for capital transactions,  Sueh
an account has been designed for the purpose of cost allocation of the internally
manufactured assets, Le. assets that are manufactured by the enterprise to be used internally
and not for the purpose of sale.

Control accounts are regarded as a link between the financial accounts and cost
accounts, The main purpose of analysing costs in the cost centre control accounts isto help
prepare the Production and Trading Account and Profit and Loss Account (Sec Appendix
By
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The following is a general framework for the allocation of uses of resourees to the
control accounts:

Lok Vs of Adlegution ol Vizs of Resources w0 Capirol Accounts
Mummher Resonrces

5 i 7 & &

| Wages 33 B3l T3 §31 B3l
11 & omrmdite =53 L T 2 LT
Requirements
13 Services 33 G313 T3 £33 Lkl
apqured -

14 Cimesds 34
purchased for
inle

L Currem LER LR 1135 133 935
I'ransferred

EXpEnsEl

i Approm aed - : . K16
Zintfeng
Iranklics

It i worthwhile 1o highlight the [@llowing main observations:

{1 Al contrel aecounts have been charged with their proportions of wages, commodity
requirerments, services acguired and corrent transferred expenses.  This is because all the
functions of the enerprise have henefited from such uses of resources; &

{21 Goods purchased for sale has been alloeated i full 1o the production centre control
only; and finslly

{31 Approprimted current transfers have been allocated in full to the administrative and
financial servige centre control. This s because such transfers are not regarded as cost of
production at both the enterprise level and the nationad fevel. Therefore, the lotal cost of
such transfers has been allocated to the administrative and financial service centre control
since thie cost of such o centre: s not included in the cost of production™,

223 Characteristics of the Chart of Accounts
It can be said that the Lgypiian uniform accounting svstem has some unique

features.  Among such features are:

a, Ulassilication of Accounts into Balance Sheet Accounts and Chperating Accounts.  Such
a-classification is unigue since it is different from the traditional classification of accounts.
For instance, traditionally sccounts may be classified into personal accounts, real accounts
dnd nominal gocounts.

It naicworiby dbal vhe IPpeplian anifoite aeming sssbm by schprbad the tas joome smale] shen bealaling e ale sdded
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Therefore, the classification adopted by the uniform system has concentrated on the
relationship between accounts and financial statements, ¢ their relationship with the
balance shect and the current operations account.

b. The Absolule Independence of hoth Balance Sheet Accounts and Operating Accounts,
This feature is a unique charactenistic related only to the Egyptian uniform aceounting
system.  This means that the methodology followed in the classification of accounts into
balance sheet accounts and operating aceounts has achieved the independence of the
category of balance sheel accounts from that of operating accounts,

In other words, operating accounts found in the chart of accounts are sufficiently
enough 1o prepare the Current Operations account at the end of the financial year, In the
same manner, balance sheet accounts found in the chart of accounts arc sulficiently enough
to prepare the Balance Sheet, This means that, once apain, there 15 no interlerence of any
Kind between these wo categories of accounts,

The following are some examples o indicate the independence of bulance sheet
accounts and operaling accounts:

(1} Provisions A/C {other than Depreciation Provisions),
{2) Swcek Change of Finished Products at Cost.
(3) Accrued Current & Appropriated Revenues AJC,
(4) Accrued Current & approprialed Expenses AJC.
%
. The Chart of Accounts Has [Hagnosed Accounts into Scven Varous Levels. These
levels are:

(1) Accounting class or sggregate: i has ene number.
(2 General account: it has two numbers,

(3} Sub account: 1l has three numbers,

(4} Sub-sub account: it has four numbers.,

{5} Partial agcount; it has five numbers.

{6) Analytical account: it has six numbers,

{7} Detailed account: it has seven numbers.

The aforementioned  diagnosis reflects the flexibility of the Levplian uniform
accounting system.  This. flexibility is also reflected in the establishment of a permanent
committee for the purpose of providing a continuing review and appraisal of the system,
Fhe committee also suggests modifications. whenever the need anses.

The flexibility of the uniform system is of great importance.  This 15 due to the Faol
that it will enable the system 1o respond to changing circumstances in the environment n

which enterprises are carrying out their activities.

d, Reconciliation Between Production Basis and Sale Basis: Revenue recognition.  The
Egyptian uniform accounting system has succceded in bridging the gap between those who
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advoecate the caleulation ol income on a sile basis, 1.e. enterprise accountants, and those
who prefer the caleulation of income on a production basis, i.e. national accountants,

As the uniform system wims at linking the enterprise accounts with the national
accounts; 1t has atlempted 1o reconcile between the realizauon of revenues at the time of
sale and its realization on a production basis. Such a reconciliation appears clearly in the
chart of accounts in the following four aspects:

(11 Accounting: treatment of stock change accounts:

(21 Valuation difference of stock chanpe accounts;

(3) Accounting treatment of internally manulactured assets; and finally
4 Accounting treatment of remnants of production (Scrap)

Necdless to say that stock change and its valuation difference help facilitate the
computation of the value of production at selling price.

¢, Linking Micro-accounting With Macro-Accounting.  The chant of accounts includes four
contry accounts to link micro-accounts with macro-accounts.

These opposite [win accounts are:

Cumle Uses of Resources Code Resources
Mumber Humber
358 Yaluation difference of stock change 413 Valustion differe I
of finished poods stock chunge of Nnished
poods
359 Waluation difference of stock change 4183 Valuation difference of
uf gools for sale stock change of poods
for sale
154 Impirted rent differénce 447 Imputed rent difference
357 Imyputed interest difference 448 Imputed interest
difference

1t is worthwhile 10 indicate that the accounts related to imputed rent difference and
imputed interest difference help the national accountant to compute the value added in an
abjective way {zce Appendis A which indicates how the above mentioned opposite twin
accounts are o calculated),

Moreover, the accounting treatment of imputed rent difference and imputed interest
difference 1 the Current Operations Aceount indicates the following important points;

i1y Accioumt 354 and Account 357 are among the accounts related to imputed uses of
resorees and they are related o the normal activity of the enterprise, So, such Pwo accounts
appear in the [irst stsge when preparing the Current Operations Account. This treatment
helps:
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- To provide the basic data necessary for getting two components of Value Added (rent
and interest) in an objective manner. This will not have an impact on enterprises whether
they own their premises or not. Also, the financial structure of enterprises will not be
affected.

- The objective measurement of the first stage of the Current Operations Account, i.e. the
surplus from normal operations. So, performance of similar enterprises can be evaluated
and compared in an objective manner,

(21 Account 447 and Account 448 are among the accounts related to imputed resources and
thev are not related to the normal activity, So, such two accounts appear in the second
stage when preparing the Current Operations Account. Such a treatment enables the
aceountant 1o measure the final result of the finaneial year based on actual uses and actual
reSOUrces.

f. Disclosure System. Under the Egyplian uniform accounting system, enterprises should
prepare the following financial statements;

(1) Balance Sheet
(2) Current Operations Account Such an account has three stages; each stage achieves a
specific objective as follows:

. Stage T: it is designed to compute the surplus/deficit from normal operations;

. Stage 1I: it is designed to compute the distributable surplusfcurregy deficit;

. Stage 111: it is considered to be an appropriation account where the distributable
surplus is to be disposed as follows:
" Retained Surplus; and
" distributed surplus.

(3) Traditional accounts:
. Production & Trading Account; and
. Profit & Loss account.

(4) Staternent of changes in Financial Position which shows the sources and uses of capital.

(5) Cash Budget.
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Needless to say that the Current Operations Account, Statement of Changes in
Financial Position and the Cash Budget help to prepare the national accounts as follows:

Nationnl Avcounts Enterprise Accournis

Production A |- The frst stage of the
Chrrent Cperations- AC

-

2 Appropriation ASC

L]

The secand and the third
stapgs of the Current
Operations AL

-

3 Copatal AT Staterment of Changes in

Financial Position

4. Cash Flow Tables 4. Cash Bodget

. The Egyptian Uniform Aceounting Swstém ax a Source of Information.  One af the main
objectives sought by the Egyptian aniform pecounting svsterm 35 1o be a permanent ancd
regular source of information, 1o this regard, it 15 believed that the Epyptian system has
succceded to a great extent in providing governmental hodies with the required information
through the cotlection, wbolation and storage of data by enterprises.

Murcover. i1 has been shown in practice that various types of mformation-at different
tevels of detal wan be casily collevted at the macro fevel withina relatively short period of
time.

&

For instanes, on the wages side, a great deal of information can be obtained such as
wages in cash, wapes in kind and the company’s contributions to social insurance, Thus,
the Egyptian system has heen ahle to provide timely and reliable data and information at
bisth miere and macro-levels,  Such o preat success may be due to the following main
Teasins:

(1) The accounts bave boen cacefully preclassified.  This elassification reflects the types
ol infermatien required by the management snd the governmental institulions.

(21 The Eeyptian utifirm sccounting system has been designed by aoteam of experls in
varipus fields of specializations.  Such a team of experts included macto-accotniants,
midm-aceountants, enterprise managers, repeesentatives of the sovernmental bodies, Fankers
and university professars

Thus, the various interests of all those vlasies had been carefully considered when
the Egyptian uniform sccounting system was prepared,

{31 The adoption of uniform accounting rules and concepts has ensured the provision of
data and informmion in o hemogeneous form.



E-Sharkewy M.! A Unslonn Aeunting ' Sysiem: The Egypeisn Bxpesiene

(4) The regular auditing of accounts. Thus, the continuous auditing approach has helped
to minimize the time that might elapse between the occurrence of a mistake and its
revelation,

I. A CASE STUDY

This chapter indicates the main financial statements of one of the public business
sector enterprises in Egypt,

3.1. The Current Operations Account

Current Operations Account of Misr Company For Spining & Weaving For the year
Ended June 1991 (in Thousands of Egyptian Pounds)
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AN LE. LE. AT LE LE
No, Mo,
31 Wages: 41 Revenues
From
30 monetary 96,5603 Mormal
WA Operations
31z WHLES I 3876 Valug of
Kind
Production
k) Socual 13,681 116,160 -t selling
insuranee price
Creneral 411 Met sibes of 639235
Fxpenditynes {nrshed
poods
3l Commadity 416,341
reLUITeTe s
33 Services 28519 412 Stock change 16,155
aciguired of
Finished
syl
cost
[y
3 {inods 241 445,101
perchazed
for sale
bl ] Current 413 Waluation 5432
Transfored diflerence
Expenditunss af stock
chanpe —
of Tindsheid
pods G a2
151 Taxes K
UL
dutics
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Cont'd
Al LE L.E AT LE. Ik
Ma Mo
350 Cuszams duties 5251
3512 productian 5257
CXCLSE
3513 Treasury 414 Stock change 4349
collection aof Linfinished
3183 14,130 products &t
3514 Oither faxes cost
RIVET
52 Drepreciation
415 Intermally 4393
Rent Expenses: Manufaciured
26 asscts Bt cost
353 Actuul Hents
=il 1,527
354 Imputed rent 416 Revenies 165
difference from
Oiperations
for others
Interest
Expenses: 4493
13,179 417 Services sold %
355 Lzl interest 3,127
356 Foreign interest 14,268 55,574 418 Goods Tor
357 imputed interest satle: N
dilTerence
£432 4181 Met sales
358 Valuation =
difference of 4182 Stock change
stock change of
finistted poods A183 WViluaticn —
difference
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Cont'd
AIC LE LE. AT LE 1.E
Mo Mo,
339 Yaluation -
difference of
stock change of
goads for sale
419 Remnants of 4.35¢ 14,082
production
[Serap)
42 Subsidies
Surplus frem 6305
normitl 421 production
aperations subsidies
{earried
foarward) 427 Export -
subsidies
e
667,904 G 7,
surplus from =
16 Anpropriated narmal G50
current operations
Trinsfirs: - (BTy
36al DionationsCiifts R 43 Revenues
from 357
a2 Contributions to portfolios
others 1475 =
44 Transferred
I3 Compensations Revenues:
& fines
441 Interes
carned

(]
L
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Cont'd
ASC LE: L.E. AC L.E. L.E.
N, Mao.
364 Capital losses s 442 Renits 161
earned
365 Prior years' 3,167 539
gxpenses 443 Capital
gains
366 Bad debts - '
k082
367 Provizions 4,981
{other than 44 prior year's
depreciation revenies
provwisions)
258 119
158 Trxes on land
& buildings 445 Compensati
14,225 ons & [ines
6 Income taxes eamed d,824
(Corporate tay
A% an 4446 Other
revenues 'FED]'H MEYonucs -
protfolios) - 24,155
&
1,501
447 Imputed
rent
37,001 difference 39,268
54,494
2811 estributable
supplos (o) 448 Imputed
interest
difference
1,156 61,156




FETHROFLAN ICURMAL OF BODROMICS, Volume IV, Mumba |, Aped 1994, ppJo.m?

Contd
AT LI LE Al LE L
Mao. M
Rerained Sirpiey Ty Titiihartakis 130
m Ll reacisg LB wirpliun e}
m Reserve myvested o |, B2t
governmenial honds
Fril Trsarwe fitr Tmancing
Invetmmmt prujeeis Rencwals
& Expansiccs
221 Trenerul pecerve @l
s Reserve for repmmes:
ol prvertmess anteibucion
I Rzgzrwe finf highei jeliss af 1825
aznry
b Dhber 1ganduga Lk L) P, THE
Hamibtod Suml
e Emgploveey” shes 4 0
| Spaes’y whoame |3dnk
L ) Sharchesldens™ alvane Lk
3 i
TS Tl deares S _‘_
37001 11001

It is obvious from the Current Operations Account that it has been designed by the
Fpvpiian Uniform Accounting System mainly for linking the enterprise aceounts with the
national accounts,  Thus, such ‘an account (5 to be considered the most important final
acconnt in Egypt. Morcover, Such an aceount s equivalent to the following macro-
aLcounts

. Production Account; and
. Appropriation Acéount

#. Key Rules Related to the Preparation of The Current Operations Aceount

There wre five key rules regarding the preparution of the Current Operations
“eeournl These roles are:

{1}  The Carrent Operations Acgount iz the account of the vear's:result. [t is
theretore, the account in which all accounts’ of resources and the uses of
resources are to be elesed. So, the Chart of  Accounts has designed a
number (281) for it By doing so, the traditional aeeounts. e the Production
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(2)

(3)

(4}

(5)

and Trading Account and the Profit & Loss Account have hecome statistical
statements only. This means that they are outside the double entry system,

The differentiation hetween adjustment entries and closing entries. Making
entrics regarding the uses of resources for the first time, or making
adjustment eniri¢s through using the Current Operations Account directly is
not, of course, allowed, Instead, such entries are made in the Journal Book
by using the proper balance sheet accounts as it has been indicated in chapter
two of this research. This means that, once again, the Current Operations
Account is designed for closing all accounts of resources and their uses
based on the accrual prineiple of accounting,

Classification has been made by the type of uses of resources when preparing
the Current Operations Account. Such a classification will help provide the
accounting data required for the computation of Vahe Added,

Internally manufactured assets (at cost) have been treated as a resource on
the Current Operations Account.  Such a treatment coincides with the
economic coneept of production,  This means that there is no difference
between goods produced for sale or goods produced tor capital formation,

Finally, the Current Operations Account has been divided into three main
sections: the first section shows the surplus from normal operations; the
second section shows the surplus available for diﬁtrihutinn" atid the thard
section indicates how the income available for distribution is to he disposed
of. In other words, the third seetion is an Appropriation Account. The
difference between the surplus from normal operations and the  mcome
available for distribution lies in the appropriated current iransfers on the
expenditure side and the transferred revenues on the tevenue side. The
former is to be deducted from the surplus from normal operations and the
latter is to be added to yield the distributable surplus,

h. Linking Macro-Accounts With Micro-Accounts

Current Operations Account is a quick and efficient ool for calculating Value Added
in such a way as to satisfy the needs of the pational accountanl without sacrificing the
needs of the financial accountant. So, contra accounts have been designed in the Chart of

Accounts,

Account number 354 represenis the difference between the depreciation on the
premises owned by the enterprise and the rent that would have been paid if such premises
were leased. There 15 a corresponding contra accoun! (Number 4477 on the revenue side
to nullify the effect of this imputed cost and to reconcile the final net income figure with
the accounting income.
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Account number 357 similarly reports the difference between the actual interest
expenses on outside loans and the imputed interest on invested capital based on interest
rates provided by the Ministry of Finance. It should be noted that assets already included
in account number 3534 are excluded when determining the impuled interest on capital
invested to avoid double-counting,  Account number 448 is the corresponding contra
account on the revenue side.

Account number 358 represents the difference belween cost and selling price as
applicable 10 the pet change in finished poods on hand which are manufactured by the
enterprise.  Account pumber 413 on the revenue side serves as a contra account.

Accoun! number 359 similarly shows the difference between cost and selling price
s applicable 1o the net change in finished goods on hand sequired from outside for sale.
Account number 4183 serves as a contra account,

321, The Value Added Statement
u. Preparing a value added Statement Based on the Factor Tncome Maodel

The LEgvptian uniform account svstem has adopted the factor income model when
calculating the Value Added. This means that transferred revenues and current transfers
i Accounts number 44-and 36 respectively) are excluded from the calenlation of Value
Added.

&
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Here is the Value added Statement of Misr Company based on the factor income
model:

Code {in thousend pounds)
e LE. LE.
Proshuction at selling price:
411 Net sales of finished goods 39,235
412 Stock change of finished goods at cost 16,155
413 Valuation difference of stock change of finished _B432
goaods
663 827
414 Stock chunge of unfinished goods st cost 4349
415 Internally manufaciured assets at cost 4393
416 Revenues from operations for others 15
417 Services sold 40
419 Remuants of praduction (Scrap) 4351
13,751
418 Greods Tor sale: a
4181 Met sales n
4182 Stock change =
4183 Waluation difference -
331
3 {-) Goods purchased for sale 241
i

(el
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Cont’d
Code (in thousand pounds)
Number
ILE. LE
Walue of production and services at salling 677,633
price
42 Add:  Subsidies i
677,663
is] Less:  Taxes & customs duties:
customs duties 5]
production excise 5257
other faxes 3,831
{4,330
Value of production and services.at factors of 663,324
produgtion costs
Lesz:  Intermediate commodities &
SETYICES: &
Commedity requirements 416,341
Services peguired 28519
444860
Gross value sdded 218464
352 Less: Depreciation A6
et value added at factors of production costs 187,998

fl




E-Erarkewy 3. A Uniform Acommting Symem: The Bpypian Experience

cont’d
Code {in thousand pounds)
e, LE LE
Distribution of Yalue Added:
3l Wages 116, Fed
Rent expenses.
353 Actual rents 28
354 Imputed rent diffrence 1501
b.527
Interest expenses;
355 Lecal imerest 13,17%
3E6 Forergn interest il )
357 Imiputed interest difference 39268
35,571
413 Valuation difference of stock
Change. of finished goods 432
4183 WValuation difference of stock
Change of goods for sale S
Surplus from normal operations 6,305
14337
187,998

Thus, the first section of the Current Operations Account has lacilitated  the
preparation of the Value Added Statement as tollows:

(1 Value of production and services at sellimg prices = revenues from normal
operations A/C 41 (goods for sale A/C 418 18 not included) + the outcome of
commercial activity (goods for sale A/C 418 - goods purchased for sale A/C 34

(4] Value of production and services at factors of production costs = wvalue of
production and services at selling prices + (subsidies A/C 42 - taxes and customs
duties ASC 351).

i3] Gross Value Added = Value of production and services at factors of production

costs - intermediate commodities and services (Commodity requirements ASC 32 +
services acquired AJC 33).
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{4 Net value added = pross value added - depreciation A/C 352,

(=3 Finallv, distribution of value added:

. Wages: 1t includes wages in cash AJC 311 + wages in kind A/C 312 +
Company’s contributions to social insurance ASC 313,

. Bent expenses: they include actual rents A/C 353 + imputed rent difference
AT 354

- Interest expenses: they include local interest A/C 355 + foreign interest A/C
356 + mmputed rent difference A/ 337,

. surplus (based on a production basis): it is equivalent o surplus from
normal operations adjusted by the valuation difference of stock change AJ/C 338 and A/C
359

Moreover, 1t 15 noleworthy o indicate that taxes and customs duties (A/C 351) are
not regarded part of production cost at the macro level, This is becavse such taxes and
customs dutics, in addition to subsidies, are regarded as a ool for price determination.
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b. Preparing a Value Added Statement Based On the Sectoral Income Model

In such a case, transferred revenues, revenues from portfolias and current transfers
will be included when computing Value Added as follows:

Code In thousand pounds
MNumber
LE e
WValue of prodection and services 677662
at selling price {as it was
computed before)
Waelue of production and services at factors B63.324
of production costs {as it was
tomputed before)
32 (-1 commodity requirements 418,341
(-3 services acquired 28519
444 el
{irass value added by the company 218,464
352 {-1 depreciation INA66E
Met value added by the company | 87 0y
43 + Revenues from portfolios 357
44 + Transferred revenues 54,494
59,851
36 (-1 Current transfers 24.155
0,656
Walue added available for sharing or 218,694
retention = Company's contrbutions =
fo the pational income =

&4
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Cont'd
Code In thousand pounds
Mumber
LE. L.E.,
Distribution of Value Added:
3l Wapes 118, 1&0
153,354 Rent expenses 1527
3535356 Interest expenses 55,574
357 Valuatien difference of stock 173,261
change of finished goods B.452
Valuation difference of stock %
change of poods for sale
28N Distribaucable surplus 37,008
Retained supplus 15,321
Distribuited supplus 21,680 ——
45433
218,694

In my opinion, preparing a value added stalement based on the sectoral income
maodel is 1o be recommended than that prepared according to the factor income model,
This is due to such reasons as:

il

{3}

(4

It distinguishes between the value added achieved by the company dand that

available for distmbution;

It-avoids the double counting;

It facilitates the calculation of the contributions made by the company to the

national income: and finafly

[t facilitates the computation of contributions made by the company 10 the

net national product as follows:

Total Revenues:

Value of production & services
al selling price

Revenues from portfolios
Transferred revenues

677,663
357
54,494
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732,514

{-) Intermediate goods & services 444 860
Ciross Value - added 287,654
{-) Depareciation 30,466
Contributions to net national produet 257,188

Contributions to national income are contributions to net national produoct less
indirect taxes and business transferred payments as (ollows:

Contributions to net national product 237,188
Less:

Indirect husiness laxes 14,334

Business transfer payments 24,1355 BA94

218,694

IV, SUMMARY & CONCLUSION

This paper is an attempt to give an nsight into the Egyptian Uniform Accounting
Svstem, which has sought to achieve the following ohjectives,

1. To provide the necessary accounting information for planning and control at all levels
of the economy. -

7. To coordinate financial accounting with national accounting in order to facilitate the
computation of the gross national product (GNP).  This is done through unifving
terminology, standards, accounting concepts, and so on.

3. To facilitate the tabulation and storage of data by an enterprise so that it would be easy
for each cnterprise to supply the information needed by the governmental bodies, Of
course, such information is reported in a uniform format and in terms of uniform treatment,

This paper is divided into three main chaptérs. Chapter one has been designed to
indicate what is meant by a uniform accounting system, its objectives and finally 1o indicate
its scope of application. It has been indicated that the uniform system is applied to all
public business sector enterprises. The uniform system may be also applied to private
husiness secior enterprises through a decrec issued by the competent -authority.
However,banks and insurance companies have been excluded since they are subject to
specific regulations and laws.,

Chapter two has been designed to highlight the Chart of Accounts.

The following topics have been discussed:
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. The general framework of the Chart of Accounts where the classilicalion and coding of
firancial accounts and control accounts have been highliphted.

2. Diagnosis of the Chart of Accounts where accounts have been calegorised into three
main calegories as follows:

(a) Balance sheet accountis;
(b} Clperating ‘accounts; and fnally
(c) Control accounts.

3. Characteristics of the Chant of Accounts. The following are the main characleristics of
the: Chart of Accounts:

{a) Classification of accounts into balance sheet accounts and operating accounts.
i(b) The absolute independence of both balance sheet accounts and operating
aucourls,
() Diagnosis of accounts into seven various levels:
d) Reconciliation between production basis and sales basis,
(e} Linking micro-aecounting with macro - accounting.
i The uniform system is to be considered as a disclosure syslem through the
preparation af the following statements,
Balance Sheet
Current Operations Account
Production & Trading Account L ]
Profit & Loss Account
Statement of Changes in financial position
Cash Budget

{g)  Finally, the Egyplian uniform accounting system is regarded as a source of
information for planning and control at all levels of the cconomy,

Finally, Chapter three has provided an empirical case study where the Current
Operations Account of one of the leading public business sector enterprises in Egypt,
namely, Misr Company for Spinning & Weaving, in addition to i3 Value Added
Statement were exhibited, 1t has been shown that how the Corrent Operations Account s
to be prepared in three stages: where stage | indicates the surplus from normal operations,
stage 1l indicates the distributable surplus, and finally, stage 11l shows how such a
distributable surplus is o be allocated as:

1. Retained Surplus; and

2 Distributed Surplus,

Moreover, the Value Added Statement of the aforementioned company has been
prepared on the hasis of:

Ll The factor income model which is adopted by the LEgyptian Uniform
gecounting system; and
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[
2]
(3]
(4]

[51

(6]

-

18]

(5]

Z. The sectoral income model which is to be recommended for such reasons as:

{a) it distinguishes between the value added achieved by the company
and that available for distribution;

(b) it avoids double counting;

[ch it facilitates the computation of the contributions made by the
company to the national income; and finally

(dy it facilitates the computation of contributions made by the company
to the net national product.
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Appendix A

This appendix deals with the following four opposite twin accounts.
1. Valuation difference of Stock change of finished goods;
2. Valuation difference of stock change of goods for sale;
3, Imputed rent difference; and finally
4. Imputed interest difference.

Example 1: This example covers the first opposite twin scoount,

- Ending finished steck at cost and selling prices: £ 12,000 and 5 21,000 respectively.
- Beginning finished stock st cost and selling prices: $18,000 and % 19,500 respectively.

The following are the caleulation of stock change and its valuation difference:

a) Steck change ar cost = Ending finished stock at cost - beginning finished stock at mt
= 19,000 - 18,000 = £1 000

Then stock change at selling prices is calculated as follows: )
Ending Finished Stock at Selling Prices - Beginning finished stock ot selling prices
= 20,000 - 19, 500 = § 1,500

bt WValuation difference of stock change of fGnished goods
= stock change at selling price - stock  change at cost
= 1,500 - 100G = 5 500
Meedless (o sav that stock change of goods for sale and its valuation difference will be calculated
int the same manner applied to stock change of finished goods and its valuation difference. %

Example 11; This example clarifies how the imputed rent ditference will be computed.

The Egyptian LAS defined the imputed rent difference as it is equal to the difference between the
renial vahie of premises owned by the entity as if such premises were rented and the depreciation on such
premises which is to be caloulated on a historical cost basis. Thus to caleulate the imputed rent diffevence,
the following steps should be carried out:

I. Caleulation of the rental value of all premises owned by the entity.
2 Caloculation of the depreciation expense on such premises based on the historical cost.
3. The difference between (1) and (2) will equal the imputed rent difference,

Example TI0: This example deals with the computation of the imputed interest difference

The: imputed interest difference was defined by the Egyptian UAS as it is equal to the difference
between the interest due on the invested capital according to the interest rate declared by the Ministry of
Finanee and the interest expense due on the borrowed amounts that are to be considercd as a part of such an
invested capital.

Based on the above definition, the calculation of the imputed interest difference requires the
following steps:

1, To determine the invested capital in accordance with whar the Egyptian UAS hag adopted in this regard,

2, To reduce the invested capital by the historical value of the premises owned by the entity to svoid the
double -counting.
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1 To caleulate the interest due on the net invested capital using the interest e declared hy the Minisy
of Finante.
4. To compute the interest expense duc on the borrowed emounts that are included in the nvested capital.
This will be carried oul through the diagnosis of local and foreign inferest accounls
5. Finally, the tmputed interest difference will bhe equal to the difference between {3) and (4), i the
difference between the interest duc on the net invested capital and the interest supense due on the. amounts
horrowed that are to be considered as & part of the invested capital,

Moreover, the Egyptian UAS has indicated two definitions lo show how the invested capital will be
compied.

Fhe first definition is based on the sources of the invested capital. Based on such a definition, the
invested capital will be computed as follows,

Paid in capital X
Rescrves (excluding the reserve invested m governmental bonds) X
Refained surplus b 4
Pravisions including provisions for depreciation X

Long - term louns

Amounts used in fmancing the cntity’s expansions

(-} Losses (carried forward}

Invested capital

ptl:ﬂ.')-(_fux

The second definition it based on the uses of the sources of invested capital, So, the calculation will
be as follows:

fixed nssets at cost {and before the deduction of socumu lated X
depreciation)) L

Added: the difference between: Current assets [excluding the
amount invested in the purchase of governmental honds) ¥

Current liabilities {excluding the amounts used in financing the
entity's expansions) %

Invested capital
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Finally, the following is 2 numerical example on the caleulation of the imputed interest difference:

Invested capital 1,504,000
(-} Historical cost of promses 040,000
Mel invested capital 1, 20H1,000

12000040

Interest due on the net invested capital based on the interest rate
declared by the Ministry of Finance {10% fur instance)

{-1 Interest expense due on the amounts berrowed which are & part
‘of the mvested capital

Impured interest difference 50,004

70,000
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Appendix B
Balance Sheet as a1 ...
Code Code Ne
b
Capital Eiigd Azpetr
2t Equity i Land
213 Gpvernment contrihution 1z Ruildings. comsiracbons and ablities
i b repaid)
Reserves & carried Surplus 144 Means of Transport
22 Legal reserve 113 Towls & lustrumenls
i) Heserve invested m govemmental bk L Furnitare & Office Equipment
3 Ueserve Tor financmg s Ammnl & woler weallh
frecsbnent projects, LE# Delerred Revenue Bapenditures
r=newals & eapansions
24 Cienesl reserve Peojecss jn Propress
128 Reseree for pepayment i Commediny: Formatinn
of governmend contribation 1232 Investmens Expendiizrs
124 Reeserve fog hipher prices al assers
Invcilcgies
. . 5 Gz b
221 Orther neserves (RH Maerials
128 Camicd susplus 1312 Fucl
1413 Spare parts & Materialy for
mainleEEnce
Provisipns 1314 Packing Marrials
2% Depreciation provisban | 314 Remnanls {S<rap )
132 [Feevision far disputed tnxes L33 Unfinished products & work in
Pragress
33 Provisien for doubuial debits 113 Finished products
134 Goods cormitgred 1o olhers
bEF] (her pravisions 135 (wiols Fol Sale
134 Documentary Credits for purchasing
Cropsds:
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Cont’d
Code Mo, Coude Mo,
Losig-term-toans Lonp-serm-lendi

241 l'hrnqbc long-term lpams 141 Domestic Long-termn Lenging
241 Foreign honp-tem loans: 142 Faretgn Long-term Lending

Credit Danks Financiel Investinents
2510 Bank cverdrafi 151 Inwestments in
2532 Shinrt-lerm loans with govermmental bannds

guarsnlcs 142 Investments in seurities
713 Credit current nccoanl zgains] documantery 155 Investments in Foreign portiolias
credits

Creditoss Debbors
261 Hupplicrs 161 Cliepis
262 Hills payanle P62 Thills: Receivable
263 Miscellancous creditors 163 Miscellaneous debines
64 l!_'rcdi!l;\cn_ ol distichuted profits {dividerds)

Variows Credit Accounts Narious Dichil Acoiunts
272 Warlous credifon M Variows Dheblors
273 Crher eredid Balances (R4 iMher Dxebar Bakances ‘
pa| Acctued current & approprinied sxpenses 173 Acerized Cnment & Appropristed
Revenues
Yenr's Besult mlin Hand & Casie al Hanks
2581 urrent COperalzans. Account |8E Ll in land
152 Rank Curent Accouns
183 Hank Deposit Account
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Appendin G
Production & Trading Account For ...
e Code
Mo | [+]
Lot of preduclion centres
11 W X 414 Stock chenge of unfinished X
woonds afcost
532 Commudily squirements X Cent 0f goods marsfactund X
{enrried forward)
433 Lervices acquired X
15 Current trancijemed expenses X
X
Cost of production service cenires:
LEY Wapes X
B32 Commodity reguoecments X
613 Services acguined X
435 Currens tranafeered €xpenses X L
x
X X
Revennes fmm noermal
Dperalins:
Cost of goods X production at-selling price
manufactared (hrought raaed) a1 et sales of finished goods
411 Siock change ol finished
goods
514 Grsards purchased for sale X
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Conthd
i5% Walaation différence of 413 Valustion differcnce X
slock change: linished ol slock l;.l'l.m,ae
iirds X of Finished. goods — x
Ef] Cioodds for sale X b Hovenaes: fram X
- n uperations for wthers
417 Services sold X
Cirews surplos ol x 19 Ecmanni of prixluctim kY
produsiin (o) aa X
41k Goods for sale:
418L Nel sales X
4182 Kinck change X
4182 Yaluation diftercnes X
s X
dirpas defich) of praductin a x
s i ==
X X
Grrass deNelt af prxdecin
(0] X Gross smrplies. of X
Praduction (bt
Crats af Marketing Service
Centres
731 Wiped X Subsilies
3 Commadity requircments % 421 feoduction subsidics X
713 Services acyuined X 122 Enpaort subsidics X
733 Curent transfemed W = %
CREAIEES
X Gross deficit of praduction x
& Trading (Carried forword
Crross suppius of N Loy priovlil & lows - A
praduction & Trading
[carrmed forvard o profit
& dnss AL aa
X x

]
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Appendix B
Profit & Loss Accoum For.
Cude Mo, Code M,
Groas deficit of production & * Gross werpluy of production &
Trading [ Teidling (1)
Codt of sdeimsetranve & financil a1 Bevenues from porifolied
zenbex
a3 Wipsa X Traradered Revenoes
BiT Commapdity regeitmemty x 441 Intoen ewrmed
E11 Seracc asyquucd x 441 Foenn damed
BLY Carress manshamed expensos X 441 Captal paing
X
444 Frint yean’ rovesun
Appenpristed turrest Translezs L] Compoiemonn & fires
anl Domslinnw (rifs x LELS Lxmencamed rovenes
362 Coatsibulion 1 otfie k4 Aanl Ervenura B asrap anld
it Compenuannet & Fine X 444z ERscaani revelvid
E1 T Chpitel loxes X 4l Hid debly seieivad
(T Iricr yran’ cepehaci x (BT Prafit from raw matenaly sold
b [ drbia LS l4ns Cammuosninn samed
L] Previviens dather than dopreciating kS b rzuted rent diffefence
fnvisiangy
1k Twees on lend & buildings X Hx Impared sogrear difhirenze
X
Saplus (et kY i 71
X
Clora'd
Coade Bo Cads
g
Deficil () i ¥
389 Triome CAnes x k54 X
411 Bstribeteon suplus {camicd x
forwand o Appnprastion
(A
X x

A pploprnnmm Accotmt 15 I be pregured in ihe same manner of preparing Gic Third section of Gie cument operulions

Agcount
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