7

[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	RAJA WAQAS GULREZ

	Student Number:
	1420

	Course:
	DIPLOMA IN ACCOUNTING & FINANCE

	Assignment NO:
	UNIT 01



Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Please insert your completed assignment ( in word format)  here:

01.Give Short Answere for the following questions:

I. Define Accounting.

Answer:  According to American Institute of Certified Public Accountant 

                         “Accounting is art of recording , classifying and summarizing in a significant manner and in term of money, transaction and events, which are in part at least of a financial character and interpreting the result thereof.”

II. Explain the Primary Objectives of Accounting.

    Answer: Primary objectives of accounting are as follow.

1. To keep systematic record.
Accountant are required to keep record in the books of accounts in a systemize manner.

2. To ascertain the result of the operations.
Accounting match revenue & expense incurred during that period to ascertain profit and loss.

3. To ascertain the financial position of the business
Financial statements reflect business financial position in terms of cash, asset, liabilities and capital. From there business owner come to know the health of the company.

4. To portray the liquidity position.

Financial statements provide company health, liquidity and solvency position.

5. To protect business properties.
Accounting maintain systemize & Up-to-date record of property  in order to avoid false claim.

6. To facilitate rational decision making.
Financial Statements provide enough and accurate information to entrepreneur for making decision.
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III. Discuss the Limitations of Accounting.

Answer: Following are the limitation of accounting.

1. Record Keeping:
Accounting records only financial transaction and events but ignored qualitative information.

2. Contradiction Principles:
Accounting based on certain principles which appears to be contradictory.
Like according to principle of convertism. Inventory is valued at cost or market value whichever less is; accordingly inventory may be valued on cost bases in one year and at market price next year. But it violates the principle of consistency.

3. Value of Asset:
Assets are shown at cost in balance sheet and not at market value which final result may appear dubious.

4. Window Dressing:
Postponing capital expenditure may result in increasing profit on short term basis but later it will disrupt production processes and operations when machinery breaks down.

5. Change in Princes
Accounting information is express in terms of money and it is assume that monetary unit is stable overtime. It ignores price level changes in care of financial statement prepared on historical basis for example: fixed asset recorded at cost less depreciation but their value changes overtime.


IV. Explain the term “Recordative” . 

       Answer:  
                    The Term Recordative defined as “ The Act or process of recording               
                    Something In the Official records.” Like Investors are not owners until 
                    The moment. recordation When the transaction is placed in local  
                     Records and tittle is official transferred.


V. Which types of Activities are included in data evaluation?

      Answer:  Following are the activities are included in date evaluation.

1. Budgetary Control.
A system of management control in which actual income and spending are compared with planned income and spending.

2. Performance Analysis.
Performance Analysis, determines the exact cause of the performance deficiency that is preventing the business unit from reaching its objectives and identifying the performance required to reach the objective.

3. Funds flow analysis.
Its analysis of fund flow from current asset to fixed asset and current asset to long term liabilities.

4. Internal Audit. 
Its helps organization in evaluating and improving risk management, governance and control processes.



VI. Outline the Main function of accounting.

        Answer: Following are the main functions of accounting.

1. Record Keeping.
a) Journalizing
b) Posting 
c) Financial Statements

2. Managerial Functions.
a) Decision Making
b) Controlling and planning organization financial activities. 
c) Performance Analysis.

3. Legal Requirement Function:
a) Legally bound an organization to held audit and present true and fair picture of financial position.
b) Tax Accounting.
c) Tax Returns.

4. Language Of Business:
a) Accounting is the language of Business.
b) Communicate information to owners, creditor, employees and investors.



VII. Considering the following groups.
· Lenders
· Employees
· Customers
              Please suggest information that each one is likely to need  from accounting Statements and reports. 

         Answer:  

1. Lenders:

a) Creditors are keen & concerned to know the company ability to pay back loans and debts both short & long term.
b) Rely more on financial statements to know health and credibility of the company.


2. Employees: 

a) Participate in decision making.
b) Their Input require for settlement of wages, bonuses, output benchmarking and profit sharing.

3. Customers:

a) Local social responsibility of business.
b) For assessing the financial position of its suppliers.
c) Looking profit and output generated by business.


      VIII)        Distinguish Management accounting from Financial accounting.
      Answer: 
                      Financial Accounting

                    Financial accounting has its focus on the financial statements which are   
                    distributed to Stockholders, lenders, financial analysts, and others   
                    Outside of the Company. Courses in financial accounting cover the 
                    generally  accepted accounting principles which must be followed when 
                    reporting the results of a corporation's past transactions on its balance  
                    sheet, income statement, statement of cash flows, and statement of   
                    Changes in stockholders equity.

                     Management Accounting

 Managerial accounting has its focus on providing information within the 
Company So that Its management can operate the company more effectively.  Managerial accounting and cost accounting also provide instructions on computing the cost Of products at a Manufacturing enterprise. These costs will then be used in the External financial Statements. In addition to cost systems for manufacturers courses in managerial accounting will include topics such as cost behavior, break-even point, profit planning, operational budgeting, Capital Budgeting relevant costs for decision making, activity based Costing and Standard costing.
 

        IX)       How Does the accountant help in planning and control process of a large Commercial organization.
                    
        Answer:  An accountant may help organization in planning and control process through Various processes.

1) Maintenance of business records. 

All financial transactions are recorded in a systematic manner in books of accounts so that there is no need to rely on memory. It is not possible for any human being to remember all what happened in daily operations of a business.

2) Preparation of financial statements.

Systematic records enable the accountant to prepare the financial statements-trading and profit and loss account to calculate profit or loss during a particular accounting period and balance sheet to state the financial position of the business on a particular date.

3)  Comparison of results. 

Systematic maintenance of business records enables the accountant to compare profit of one year with those of earlier years to know the significant facts about the changes.
 
4) Decision-making.

For day-to-day solving of a number of problems like what should be the selling price of goods produced? Whether a part should be made in the factory or purchased from outside? etc., the accountant helps the management by providing the relevant information.

5) Good evidence in courts. 

Records of business transactions are treated as satisfactory evidence in courts of law. 

6) Planning and control operations.

Planning operations like sales, production, cash requirements for next accounting periods are achieved with the help of accounting information and estimates based on that information. Management is also interested in observing that the operations in the business are going on according to plan and all the departments are spending within their prescribed limits. 

7) Provides information to interested groups.

Various interested parties are groups like owners, creditors, management, employees, government, consumers, and creditors are interested in accounting information related to various aspects, viz., sales, production, profits, etc. Accounting provides suitable information to such interested parties. 

8) Taxation problems.

 In settlement of taxation matters, systematic maintenance of records is a big help.
 
9) Valuation of business.

Accounting records kept in a proper way enable a business unit to determine the purchase or sale price in a simple manner. An insolvent person is able to explain the past transactions without difficulty if proper accounting records are maintained.





          Q#02) Discuss the role of accountant in modern business organizations?
           Answer:  
                      
                   An accountant in every egalitarian, modern business must possess a  background  encompassed with the following : 

1) Financial management and Accounting Skill
2) Budgeting and Financial forecasting skill.
3) Self-starter, who is organized, disciplined and goals orientated.
4) Full Knowledge of Accounting package software skill.
5) Good organization and Management skill.
6) Cash Disbursement and Records Keeping skill.
7) Good analytical and reasoning skill.
8) Good leadership and supervisory skill.
9) Preparation of Financial statement skill.
10) Analysis and Advice to assist management in business decision.
11) Compliance with deadline to prepare financial reports.
12) Role in merger and liquidation. 
13) Help to government, revenue and tax departments.
14) Audit of Accounts.
15) Honesty and integrity.


      Q3# what is accounting cycle? Outline the basic steps included in accounting cycle.

      Answer: 
             As a bookkeeper, you complete your work by completing the tasks of the  
 Accounting cycle. It’s called a cycle because the accounting workflow is circular: entering transactions, manipulating the transactions through the accounting cycle, Closing the books at the end of the accounting period.

1. Transactions
Financial transactions start the process. Transactions can include the sale or return of a product, the purchase of supplies for business activities, or any other financial activity that involves the exchange of the company’s assets, the establishment or payoff of a debt, or the deposit from or payout of money to the company’s owners.
2. Journal entries
The transaction is listed in the appropriate journal, maintaining the journal’s chronological order of transactions. The journal is also known as the “book of original entry” and is the first place a transaction is listed.
3. Posting
The transactions are posted to the account that it impacts. These accounts are part of the General Ledger, where you can find a summary of all the business’s accounts.
4. Trial balance
At the end of the accounting period (which may be a month, quarter, or year depending on a business’s practices), you calculate a trial balance.
5. Worksheet
Unfortunately, many times your first calculation of the trial balance shows that the books aren’t in balance. If that’s the case, you look for errors and make corrections called adjustments, which are tracked on a worksheet.
Adjustments are also made to account for the depreciation of assets and to adjust for one-time payments (such as insurance) that should be allocated on a monthly basis to more accurately match monthly expenses with monthly revenues. After you make and record adjustments, you take another trial balance to be sure the accounts are in balance.
6. Adjusting journal entries
You post any corrections needed to the affected accounts once your trial balance shows the accounts will be balanced once the adjustments needed are made to the accounts. You don’t need to make adjusting entries until the trial balance process is completed and all needed corrections and adjustments have been identified.
7. Financial statements
You prepare the balance sheet and income statement using the corrected account balances.
8. Closing the books
You close the books for the revenue and expense accounts and begin the entire cycle again with zero balances in those accounts.



ACTIVITY

   List the various accounting activities that an organization under takes and give reasons for each as to why that particular activity is performed in the organization.    
    
1) Bookkeeping
Reason: 
Bookkeeping is to record business transaction in the books of accounts , it’s the basis for preparing financial reports. Tax accounting is depend upon up to date and accurate accounting data. 

2) Financial Reports
Reason:

Is the business making a profit or suffering a loss, and how much
How do assets stack up against liabilities
Where did the business get its capital, and is it making good use of the money.
What's the cash flow from the profit or loss for the period
Did the business reinvest all its profit
Does the business have enough capital for future growth

3) Tax Accounting
Reason:
Government bound every business organization to disclose their books of accounts and compliance with federal and state tax laws & rules and to submit tax returns.

4) Cost Analysis
Reason:

It involves comparing the total expected cost of each option against the total expected benefits, to see whether the benefits outweigh the costs, and by how much.

5) Budgeting
Reason:

Budgeting is a critically important part of the business planning process. Business owners and managers need to be able to predict whether a business will make profit or not. The purpose of budgeting is basically to provide a model of how the business might perform, financially speaking, if certain strategies, events, plans are carried out.

6) Internal Audit
Reason:

         Internal audits provide a number of important services to company management These include detecting and preventing fraud, testing internal control, and monitoring Compliance with company policy and government regulation.                 
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