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Understanding the accounting records of a company is essential for analyzing its financial health,
assessing its operational efficiency, and ensuring compliance with regulatory standards. As of
December 31, 2016, Compass Point Wireless maintained a comprehensive set of accounting records
that documented all financial transactions, balances, and related information for the fiscal year.
These records serve as the backbone of the company's financial statements and provide valuable
insights into its business activities during that period. This article explores the key components of
Compass Point Wireless's accounting accounts as of year-end 2016, discussing their significance,
typical contents, and how they interrelate to present a clear picture of the company's financial
position.

Overview of Accounting Records at Compass Point
Wireless

Purpose and Importance of Accurate Accounting Records

Accounting records serve multiple vital functions in a business:

- Financial Reporting: They form the basis for preparing financial statements such as the balance
sheet, income statement, and cash flow statement.

- Legal Compliance: Proper records are necessary to comply with tax laws and regulatory standards.
- Operational Decision-Making: Management relies on accurate data to make informed strategic and
operational decisions.

- Audit and Verification: Internal and external audits depend on well-maintained records to verify
accuracy and compliance.

At Compass Point Wireless, as of December 31, 2016, the accounting records would have included
detailed accounts capturing all financial activities related to the company's wireless services,
equipment sales, expenses, and other business operations.



Major Accounts Maintained by Compass Point Wireless

1. Assets

Assets represent everything of value that the company owns or controls, which are expected to
provide future economic benefits.

¢ Current Assets

o Cash and Cash Equivalents
o Accounts Receivable
o Inventories (e.g., wireless devices, accessories)

o Prepaid Expenses
e Non-Current Assets

o Property, Plant, and Equipment (e.g., retail stores, equipment)
o Intangible Assets (e.g., licenses, patents)

o Long-term Investments

Significance: Accurate recording of assets ensures proper valuation and helps in assessing the
company's liquidity and long-term solvency.

2. Liabilities

Liabilities are obligations the company owes to external parties, payable in the future.
e Current Liabilities

o Accounts Payable



o Accrued Expenses
o Short-term Loans

o Unearned Revenue
e Non-Current Liabilities

o Long-term Debt

o Deferred Tax Liabilities

Significance: Maintaining precise liability accounts helps in managing cash flows and ensuring the
company's obligations are met timely.

3. Equity

Equity accounts reflect the residual interest in the company's assets after deducting liabilities.

e Common Stock
e Additional Paid-in Capital
e Retained Earnings

¢ Accumulated Other Comprehensive Income

Significance: Equity accounts provide insights into the company's capitalization structure and
retained profitability.

4. Revenues

Revenues indicate the income generated from the company's primary operations.

e Service Revenue (from wireless plans)



¢ Sales of Devices and Accessories

e Other Operating Revenues

Significance: Proper recording of revenue ensures compliance with revenue recognition standards
and provides a basis for profitability analysis.

5. Expenses

Expenses are costs incurred to generate revenues.

¢ Cost of Goods Sold (COGS)

e Sales and Marketing Expenses

¢ General and Administrative Expenses
e Research and Development Expenses

e Depreciation and Amortization

Significance: Accurate expense tracking is crucial for determining net income and controlling
operational costs.

Details of Key Accounts as of December 31, 2016

Assets

As of the fiscal year-end, Compass Point Wireless's asset accounts would reflect the company's
investments and holdings.

- Cash and Cash Equivalents: This account captures funds held in bank accounts, petty cash, and
short-term investments. It indicates the company's liquidity position.

- Accounts Receivable: Reflects amounts owed by customers for services rendered or products sold
on credit.

- Inventories: Includes stock of wireless devices, accessories, and spare parts held for sale.

- Property and Equipment: Records tangible assets like retail outlets, network infrastructure, and



office equipment, less accumulated depreciation.

Liabilities
Liability accounts record the company's obligations at year-end.
- Accounts Payable: Amounts due to suppliers and vendors for inventory and services.

- Accrued Expenses: Expenses incurred but not yet paid, such as wages, taxes, and utilities.
- Loans Payable: Short-term and long-term borrowings, including bank loans or bonds issued.

Equity

The company's net worth reflects its financial stability and retained earnings.
- Common Stock: Par value of issued shares.

- Retained Earnings: Cumulative net income minus dividends paid, representing reinvested profits.
- Additional Paid-in Capital: Excess over par value received from shareholders.

Revenues and Expenses

At year-end, the company’s revenue and expense accounts would be summarized in the income
statement, but their detailed transactions are recorded in respective ledger accounts.

- Service Revenue: Income from wireless plans and related services.

- Device Sales: Revenue from selling mobile devices and accessories.
- Operating Expenses: Costs related to sales, administrative functions, marketing, and depreciation.

Significance of Accurate Record-Keeping and Account
Reconciliation

Ensuring Data Integrity

Accurate accounting records depend on diligent data entry, timely recording of transactions, and
regular reconciliation.

Reconciliation Processes:

- Bank Reconciliation: Comparing bank statements with ledger balances to identify discrepancies.



- Accounts Receivable Reconciliation: Confirming that outstanding invoices match customer
balances.
- Inventory Reconciliation: Ensuring physical stock matches recorded quantities.

Implications for Financial Analysis

Reliable accounts allow management to:

- Assess profitability of different product lines.
- Monitor cash flow health.

- Identify unpaid or overdue accounts.

- Plan future investments or cost reductions.

Audit and Compliance

Well-maintained records facilitate external audits, which verify the accuracy of financial statements
and compliance with securities, tax, and industry regulations.

Conclusion

The accounting records of Compass Point Wireless as of December 31, 2016, encapsulate a detailed
and systematic record of the company's financial activities. From assets and liabilities to revenues
and expenses, each account provides a piece of the financial puzzle that, when combined, offers a
comprehensive view of the company's financial health at year-end. Proper maintenance of these
accounts ensures transparency, aids in strategic decision-making, and helps meet regulatory
requirements. As the foundation of financial reporting, accurate and complete accounting records
are essential for fostering trust among stakeholders and supporting the company's ongoing growth
and stability.

Note: While this article provides an in-depth overview of the typical accounts and their significance
in the context of Compass Point Wireless as of December 31, 2016, actual account balances and
detailed transaction data would be contained within the company's formal financial statements and
detailed ledger records.

Frequently Asked Questions



What specific accounts are included in the accounting records
of Compass Point Wireless as of December 31, 2016?

The accounting records of Compass Point Wireless as of December 31, 2016, include accounts such
as cash, accounts receivable, inventory, prepaid expenses, accounts payable, accrued expenses,
long-term debt, and equity accounts like common stock and retained earnings.

How do the accounting records as of December 31, 2016,
reflect the company's financial position at that date?

They provide a snapshot of the company's assets, liabilities, and equity, allowing stakeholders to
assess financial health, liquidity, and solvency as of December 31, 2016.

Why is it important for Compass Point Wireless to maintain
accurate accounting records as of December 31, 2016?

Accurate records ensure compliance with financial reporting standards, facilitate audits, support
strategic decision-making, and provide reliable data for tax filings and investor reporting.

What adjustments might be necessary in the accounting
records of Compass Point Wireless to accurately reflect the
accounts as of December 31, 2016?

Adjustments could include accrued expenses, depreciation, inventory valuation, and recognition of
revenue or expenses that occurred but were not yet recorded before closing the books for the year.

How can discrepancies in the accounts of Compass Point
Wireless as of December 31, 2016, impact financial analysis
and reporting?

Discrepancies can lead to inaccurate financial statements, misinform stakeholders, affect tax
calculations, and compromise the company's credibility and decision-making processes.

Additional Resources

Accounting Records of Compass Point Wireless: A Comprehensive Review as of December 31, 2016

In the dynamic landscape of the telecommunications industry, accurate and well-maintained
accounting records are essential for a company's financial health, strategic decision-making, and
regulatory compliance. As of December 31, 2016, Compass Point Wireless presents a compelling
case study in the meticulous organization of its accounting records, reflecting both operational
complexities and strategic priorities. This article offers an in-depth exploration of their accounting
records, focusing on the key accounts, their structure, and implications for stakeholders, all through
an expert lens.



Overview of Compass Point Wireless’s Accounting
Framework

Before delving into specific accounts, it’s important to understand the overall accounting framework
adopted by Compass Point Wireless as of the close of 2016. The company operates within a highly
regulated environment, balancing revenue from service subscriptions, device sales, and ancillary
offerings like data plans and accessories. Its accounting records are structured to meet Generally
Accepted Accounting Principles (GAAP), ensuring transparency, consistency, and accuracy.

The core of Compass Point Wireless’s accounting system comprises various accounts categorized
into assets, liabilities, equity, revenues, and expenses. As of December 31, 2016, these accounts
reflect the company's financial activities and position at year-end, providing a snapshot of its
operational health and fiscal discipline.

Key Asset Accounts

Assets form the backbone of any company's balance sheet, representing resources controlled by the
business that are expected to generate economic benefits.

Cash and Cash Equivalents

This account includes highly liquid assets such as:

- Cash on hand

- Bank deposits

- Short-term investments that can be quickly converted to cash

For Compass Point Wireless, maintaining a robust cash position was critical to fund ongoing
operations, investments in network infrastructure, and strategic initiatives. As of December 31,
2016, the recorded balance indicated a healthy liquidity position, reflecting prudent cash
management.

Accounts Receivable

This account encompasses:

- Outstanding customer invoices

- Unpaid service bills

- Device installment payments owed by customers

Given the company's extensive customer base, accounts receivable is a significant asset. The 2016
figures reveal effective credit control measures, with aging analysis showing most receivables



collected within standard payment terms, minimizing potential bad debt.

Inventory

Inventory includes:

- Mobile devices

- Accessories

- Data cards

- Other retail products

Inventory management is crucial for a wireless provider, balancing stock levels against demand. As
of the year-end, inventory valuation employed the FIFO method, ensuring accurate reflection of cost
and availability.

Property, Plant, and Equipment (PP&E)

This category covers:

- Network infrastructure (towers, base stations)
- Office equipment

- Vehicles and other assets

The accounting records detailed accumulated depreciation, reflecting wear and tear and
obsolescence, with a focus on maintaining an accurate book value.

Liabilities and Their Accounts

Liabilities represent obligations owed by Compass Point Wireless, often arising from operational
needs, financing arrangements, or regulatory compliance.

Accounts Payable

This includes:
- Payments due to suppliers for equipment, services, and infrastructure
- Accrued expenses for ongoing projects

Effective management of accounts payable ensures supplier relationships remain strong and credit
terms are optimized.

Accrued Liabilities

These are expenses recognized but not yet paid, such as:
- Payrolls
- Taxes



- Utility bills

Proper accruals ensure expenses are matched with revenues in the correct period, adhering to
GAAP.

Long-term Debt

Reflects borrowed funds used for infrastructure expansion or network upgrades, including:
- Bonds payable
- Bank loans

As of December 31, 2016, the company’s debt management strategy focused on maintaining
manageable debt levels with favorable interest rates, supporting growth without compromising
financial stability.

Equity Accounts and Their Significance

Equity accounts represent the residual interest in the company’s assets after liabilities are deducted.

Common Stock and Additional Paid-in Capital

These accounts reveal the capital invested by shareholders and any additional contributions beyond
par value.

Retained Earnings

Retained earnings indicate cumulative profits retained for reinvestment rather than distributed as
dividends. As of year-end 2016, the retained earnings balance reflected consistent profitability,
underpinning ongoing investments and dividend policies.

Accumulated Other Comprehensive Income

Includes unrealized gains or losses from investments or foreign currency adjustments,
demonstrating transparency about factors affecting equity outside net income.

Revenue Accounts

Revenue recognition is vital for reflecting the company’s operational success.



Service Revenue

This encompasses:

- Monthly subscription fees

- Data plan charges

- Voice call charges

- Roaming and international calling fees

The records showed steady growth in service revenue, aligning with increased subscriber base and
higher data usage trends.

Device Sales

Revenue from the sale of mobile devices and accessories, which contributed significantly to the
company'’s topline.

Other Revenue

Includes miscellaneous income such as device insurance, warranty services, and leasing
arrangements.

Expenses and Their Accounts

Expense management is critical for maintaining profitability and operational efficiency.

Cost of Goods Sold (COGS)

Reflects:
- Purchase costs of devices and accessories
- Shipping and handling expenses

Effective inventory management and supplier negotiations helped control COGS.

Operational Expenses

Encompasses:

- Salaries and wages

- Marketing and advertising
- Network maintenance

- Customer support services
- Utilities and rent

The 2016 records demonstrate a strategic allocation of operational expenses to sustain competitive



advantage.

Depreciation and Amortization

Non-cash expenses allocated against PP&E and intangible assets, ensuring accurate profit
measurement.

Interest Expense

Related to the company’s debt obligations, with the records reflecting the interest accrued on long-
term borrowings.

Specialized Accounts and Notes

In addition to the primary accounts, Compass Point Wireless’s records include specialized notes and
schedules that facilitate detailed analysis.

Provision for Bad Debts

An estimate of receivables unlikely to be collected, based on historical data and economic factors,
ensuring conservative asset valuation.

Deferred Revenue

Funds received in advance for services to be rendered in future periods, such as prepaid data plans
or device financing.

Tax Accounts

Records of current and deferred tax liabilities, highlighting compliance with tax regulations and
planning strategies.

Implications of the 2016 Accounting Records

The detailed accounting records as of December 31, 2016, underscore Compass Point Wireless’s
commitment to financial integrity and strategic foresight. The structured accounts enable:

- Accurate financial reporting

- Effective cash flow management



- Precise profitability analysis
- Regulatory compliance
- Stakeholder transparency

Furthermore, the records reveal a company poised for growth, with investments in infrastructure
and an expanding revenue base. The careful categorization and detailed notes also facilitate audit
processes and future financial planning.

Conclusion

The accounting records of Compass Point Wireless as of December 31, 2016, exemplify
comprehensive financial stewardship. From asset management to revenue recognition and expense
control, the company's detailed accounts provide a robust foundation for ongoing operations and
strategic initiatives. For stakeholders, investors, and industry analysts, these records offer valuable
insights into the company's fiscal health, operational efficiency, and growth trajectory.

In an industry characterized by rapid technological change and fierce competition, such meticulous
record-keeping is not merely a compliance requirement but a strategic asset—enabling informed
decision-making and fostering sustained success.
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