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DISCUSSION RESPONSES

scenario A

Q1. The accounting method used in this case was cash basis- this is because cash basis 
Acknowledges income and expenditures to the real time of cash flows. The income is recorded only when the money is received but when it is earned. Expenditures are recorded immediately after they are paid but not when they are incurred.
Q2. Yes. He recorded the equipment as per the cash basis, that is, as per the day of purchase.
Q3. The GAAP principle in this scenario is the recognition principle because the company revel both income and expense when they accrue at the same time.

Scenario B
Q1. Accrual method. Since both expenses and income are acknowledged the same time they are either earned or accrued (Guthrie, 1998). Also her agent handled her financial transaction and acknowledged them as $ 400,000.
Q2. No. since he recorded the expenses when the concert was yet to be held. However the recorded financial statements were reliable, but this method should be used when the goods or services are delivered to the users.
Q3. The GAAP used is the Full Disclosure Principle since it focuses on all the scandals in accounting. It calls upon the companies to give out every aspects in their statements regarding finance. Therefore it is correct according to the student response because the figures recorded appear before the usual event. Before Rihanna’s performance, her agent has already recorded the financial statements.
Response to scenario B.
Accrue accounting method involve record of cash in and out of the company whether the cash is received into the accounts or not. The main reason as to why we go with this kind of response is because, the Rihanna’s agent records revenue before the actual performance and thus renders the argument a thought or planned income into the account. The incurred expenses in the Rihanna’s case is well outlined in her accounts before even the real performance is done. The GAAP method which has been used is full disclosure principle because the financial statements are not clear whether the figures are correct or not. Also the agent has listed the figures not considering the outcome from the performance. Therefore According to the student the answers are correct, that is Ashley Lee’s post.
The case of Kevina Mullen, is also correct in that there is a proof of accrual accounting method in the process of recording with the scenario B which involves the Rihanna’s agent. In order to make a major decision on the expenses to incur during the performance it was good to involve the accrual method of accounting and thus the recording before the actual day. The agent recorded $400,000 in revenue from the ticket sales in July, and on September the financial statements reflect. The agent used a rough estimates for the turn up and thus could change during the actual performance which gives me the chance of arguing that the GAAP method which was used is not correct and authentic. The GAAP principle which the agent uses in the case is full disclosure and revenue principles but does not fully qualify for the answer because of the earlier records done by the agents. The agent however does not report the case to anyone and uses a mere estimation which may be impacted greatly on the day of performance.
Jada Gaines argument does not divert from the rest of the students which states clearly the usage of accrual method of accounting and the GAAP method did not well apply brought about by the records done before the actual day of the Rihanna’s performance. The GAAP principle used is full disclosure or revenue because of the pre-determined figures recorded by the agent and also does not fully specify the origin of the figures used as estimates.
The students have proved beyond doubts that they understand the methods of accounting and GAAP principles applied in accounting thus their arguments are valid.
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