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1)
1.1) Accounting operates within broad socio-economic surrounding conditions, the knowledge required for the accountant cannot be divided or categorized, accountant should not only know but he should understand. From this it is clear that to define accounting is difficult. Many accountants have defined accounting in various languages below I have mentioned a few.
i) H.Chakravorty: “Accountancy is the science of recording, classifying and summarizing transactions so that relation with outsiders is exactly determined and result of operation during a particular period can be calculated, and the financial position as the end of the period may be shown.
ii) A.I.C.P.A.: "Accountancy may be defined as the art of recording, classifying and summarizing in a significant manner and in terms of money, transactions and events, which are in part, at least of financial character, and interpreting the results thereof".
iii) Taylor and Shearing: "Accounting may be defined as the art and science of recording business transactions in a methodological manner so as to show: (a) the true state of affairs of a business of a particular period of time and, (b) the surplus or deficiency which has accrued in a specific period.
From the above definition, we can say that accounting helps us to have some information regarding the following.
i) The nature and amount of income
ii) The nature and amount of expense
iii) The nature and amount of possible losses
iv) The nature and amount of actual losses
v) The size and volume of capital employed
vi) The increase and decrease in the volume of capital employed
vii) The nature and values of assets owned
viii) The nature and values of liabilities outstanding
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ix) The specific amount due to the business and their nature
x) The specific amount due to be paid to the government and their nature
xi) The reports regarding the interpretations of the financial results.


1.2)
The primary objectives of accounting are as follows:-
To keep systematic records:
                                            Accounting is done to keep a systematic record of financial transactions. In the absence of accounting there would have been a huge burden on human memory which in most cases would have been impossible to tolerate.
To protect business properties:
                                                 Accounting provides protection of business properties from unjustified and unauthorized us. This is possible on account of accounting providing the information to the manager or the legal possessor.
To determine the process of profit and loss:
                                                                     Accounting helps is determining the net profit earned or loss suffered on account of doing the business, this is done by keeping a proper record of revenues and expenses of a particular period. The profit and loss account is prepared at the end of a period and if the amount of revenue for the period is more than the expenditure incurred in earning that revenue then its said to a profit. In case the expenditure exceeds the revenue then its said to be a loss.
To ascertain the financial position of business:
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The profit and loss account gives the amount of profit or loss made by the business during a particular period any how its not enough the business man must know about his financial position for example where he stands, what he owes and what he owns. This initiative is served by the balance sheet or position statement.
To facilitate emotional or distinguished decision making:
                                                                                        Accounting these days has taken itself the task of collection, analysis and reporting the information at the required points of time to the required levels of authority in order to facilitate rational decision making.
1.3) 
Accounting may be praised vociferously as being the language of business but its till not error free this has been marked by the fact that accounting frauds have been occurred one after the other for many years matter in fact after strict rules and regulations, accounting frauds just don’t seem to stop. As a student and practitioner of this subject it is hence compulsory to know limitations of accounting. Knowledge and limitations helps to point them out and work with them. Below are the major limitations of accounting.
1) Does not provide complete information
2) Do not give exact information
3) Accounting figures may b manipulated
4) Does not show the real financial position of the business
5) Accounting fails to supply the financial information
6) The business as the assets and liabilities are shown in the balance.
1.4)
Term Recordative is self-explanatory by its name itself its generally referring to recording, relating to recording or a person or thing which records for e.g. Transactions and entries in 
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Journal and Ledgers are Recordative. The process of remembering (especially the process of recovering information by mental effort.
1.5) 
Evaluating data is one of the most important activity in the business activities included in data evaluating are:
1) Analyzing financial statements
2) Analyzing cash flows
3) Choosing alternative courses for action for decision making stances. 
1.6)
Recording:
This is the basic function of accounting. It is essentially concerned with not only ensuring that all business transactions of financial character are in fact recorded but also that they are recorded in an orderly manner. Recording is done in the book called Journal.
Classifying:
Classification is concerned with the systematic analysis of the recorded data, with a view to group transactions or entries of one nature at one place. The work of classification is done in the book termed as Ledger.
Summarizing:
This involves presenting the classified data in a manner which is understandable and useful to the internal as well as external end users of accounting statements. This 
Process leads to the preparation of the following statements: (1) Trial Balance, (2) Income statement (3) Balance sheet.
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Analysis and Interprets:
This is the final function of accounting. The recorded financial data is analyzed and interpreted in a manner that the end users can make a meaningful judgment about the financial condition and profitability of the business operations. The data is also used for preparing the future plan and framing of policies for executing such plans.
Communicate:
The accounting information after being meaningfully analyzed and interpreted has to be communicated in a proper form and manner to the proper person. This is done through preparation and distribution of accounting reports, which include besides the usual income statement and the balance sheet additional information in the form of accounting ratios, graphs, diagrams, funds flow statements etc.
1.7)
Lenders:- 
Lenders (Creditors) are interested in one main thing that is being repaid with interest of course, if you were to approach a bank for a large loan the bank would ask you for the following types of information in the shape of documentation in order to evaluate whether you would be able to repay the loan.
List of your assets and liabilities.                                                                                
Details about your monthly payments car, rent, credit cards etc. you are obligated to make.
Payroll slips, tax returns and other evidence of your name.
Copies of recent bank statements to document the flow of cash in and out of your account.
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In essence the bank would be asking you to for a balance sheet and income statement and s statement of cash flows similarly bank use company’s financial statements in making decisions about commercial loans. The financial statement are useful because they help lender predict the future ability of the borrower to repay the loan.
In case of hyper market a review of its balance sheet indicates that the company has several formal lenders in addition hyper market reports a balance in it accounts payable account. This account represents amount owned to vendors from whom the hyper market has purchased on credit. Considering hyper market reputation this lending is Very Low Risk.
Employees:
Employees are interested in financial accounting information for a variety of reasons as mentioned above financial statement data are used in determining employee bonuses in addition financial accounting information can help an employee evaluate the likelihood that the employee will be able to fulfil its long run promise such as pensions and retiree health care benefits. Financial statements are also important in contract negotiations between labor unions and management.
Customers:                                                                                        
In some settings suppliers and customers are interested in a long run staying power of a company on the supplier side if Train Engine Manufacturing Co receives an order from NY Metro for 30 rails over the next 5 years Train Engine Co wants to know whether the NY Metro will be around in future to take the delivery and pay for the rails, On the customer side a local homeowner who has foundation repair work done wants to know whether the company making the repair will be around long enough to honor its 30 year guarantee. Financial statements provide info that suppliers and customers can use to assess the long run prospects of a company.
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 Aggregation: Financial accounting reports on the result of the entire business, managerial 
 Accounting almost report at more detailed level such as profit by product, product line,     
 Customer and geographic region.
 Efficiency: Financial accounting reports on the profitability and efficiency of the business
 Whereas managerial accounting reports on specifically what is causing problems and how 
 To fix them.
 Proven Information: Financial accounting requires that records be kept with considerable
 Precision which is needed to prove that the financial statement are correct, managerial               
 Accounting frequently deal with estimates rather than proven and variable facts.
 Reporting Focus: Financial accounting is oriented towards the creation of financial 
 Statements which are distributed both within and outside the company, managerial 
                                                                                                  
Accounting is more concerned with operational reports which are only distributed within the company.
Standards: Financial accounting must comply with various accounting standard whereas managerial accounting does not have to comply with any standards when it complies information for internal consumption.
Systems: Financial accounting pays no attention to the overall system that of a company has for generating a profit, only its outcome, conversely managerial accounting is interested in the location of the bottle neck operations the various ways to enhance profits by resolving bottle neck issues.
                                                                                                    Student Name: Shakeel Ahmed
                                                                                               Student ID# 1507, Assignment # 1, 
                                                                                                                                    Page No: 8
Time Period: Financial accounting is concerned with the financial results that a business has already achieved so it has a historical orientation, managerial accounting may address budgets and forecasts and so can have a future orientation.
Timing: Financial accounting requires that financial statement be issued following the end of an accounting period, managerial accounting may issue reports much more frequently, since the information it provides is of most relevant if managers see it right away.
Valuation: Financial accounting addresses the proper valuation of assets and liabilities and so is involved with impairments revaluations and so on, managerial accounting is not concerned with the value of these items but only their productivity.   
There is also a difference in the accounting certification mostly found in each of these areas people with the certified public accountant designation have been trained in financial accounting while those with the certified management account designation have been trained in managerial accounting.
1.9)
The functions of accounting can be listed as follows: (i) 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. (ii) 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. Profit is a measure of the successful running of their business. (iii) 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. This helps the business to plan its future affairs accordingly. (iv) 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. (v) Good evidence in 
                                                                                                   Student Name: Shakeel Ahmed
                                                                                               Student ID# 1507, Assignment # 1, 
                                                                                                                                    Page No: 9
courts. Records of business transactions are treated as satisfactory evidence in courts of law. (vi) 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. (vii) 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, sales, production, profits, etc. Accounting provides suitable information to such interested parties. (viii) Taxation problems. In settlement of taxation matters, systematic maintenance of records is a big help. (ix) 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. (x) An insolvent person is able to explain the past transactions without difficulty if proper accounting records are maintained.
2)
The modern business environment has changed drastically in a short time. Business technology has advanced business functions and operations to levels not previously believed possible. The role of accounting and business is perhaps one of the most reliable functions in business. While a few basic procedures or methods have changed, the purpose of accounting remains the same. Business owners often use accounting to measure their company’s   financial performance and make business decisions.
Facts:
The goal of most businesses is to make a profit. Accounting allows business owners to record, report and analyze their company’s   financial information. Accounting provides information relating to income, cost of goods sold, expenses, assets, liabilities and owners’ equity. Business owners often rely on this information to provide them with information on how money was spent in the business. Financial statements are usually the final output of accounting. These statements include a company’s aggregate financial information for accounting period.
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Features: Accounting provides business owners with potential benchmarks for comparing their company with the industry standard. Business owners and managers often use financial ratio analysis to break down their company’s financial performance. These ratios provide indicators or percentages to compare against a competing company in the business industry. Companies with financial indicators or percentages worse than the industry standard usually need to improve business operations. Ratios provide focal points so business owners know where to start when making improvements.
Function: Small business owners often use accounting information to secure bank loans or investor financing for their business many small businesses require startup capital when beginning business operations entrepreneurs and business owners will often prepare proforma financial statements to provide banks and investors with information relating to business expected financial returns business owners needing additional financing during business operations often provide banks and investors with a trade record of their company’s financial accounting system.
Significance: Accounting is often called the language of business, this statement refers to the analysis methods used to measure different companies using the same measuring stick. Comparing on company with another is often difficult because each company has different operations. Accounting boils downs a company’s operational performance to a basic financial analysis with an analytical comparison of international companies.
Expert Insight: The accounting industry has been significant growth over the past several years public accounting firms and individual’s certified public accountants offer professional accounting services to small and large businesses, the growth in accounting is often attributed to increasing government regulations the number of new businesses in the economic environment and increasingly complex financial situations. Small business owners typically use professional accountants to prepare business tax returns.
3)
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 
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transactions through the accounting cycle, closing the books at the end of the accounting period, and then starting the entire cycle again for the next accounting period.
The accounting cycle has eight basic steps, which you can see in the following illustration. These steps are described in the list below.
I) 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.
II) 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.
III) 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.
IV) 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.
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.
V) 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.

                                                                                                        Student Name: Shakeel Ahmed
                                                                                                    Student ID# 1507, Assignment # 1, 
                                                                                                                                       Page No: 12
VI) Financial Statements: You prepare the balance sheet and income statement using the corrected account balances.
VII) 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.
As a businessperson you want to be able to gauge your profit or loss on month by month, quarter by quarter, and year by year bases. To do that, Revenue and Expense accounts must start with a zero balance at the beginning of each accounting period. In contrast you carry over Asset, Liability, and Equity account balances from cycle to cycle.
Illustration is given below of accounting cycle:- 

                                                                              
                                 Post Closing                           Journal Entries
                                                                                  
                
                Closing Entries                                                              Ledger Account        
                                                                                                                                  
                                                                                                                                
               Financial Statements                                                Unadjusted Trial Balance
                                                                                                                                          
                         Adjusted Trial Balance                          Adjusted Entries

Activity: Business provide products or services in exchange for money the purpose of accounting is to record these financial exchanges or transactions we can also say accounting transactions are 
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records kept of the money coming in to and out of the business as well as the money the company gets to keep called profit a company’s management team needs accounting system to keep track of all financial transactions for its decision making purpose and year end taxing reporting. All business that are ascribed a monetary value require an accounting transaction.
1) Income Transactions: The money coming in to business is known as income it is a result of money earned for the product or service provided to clients. Accounts credit invoices which generates transactions posted to the general ledger either manually or with accounting software these transactions record expected income known as accounts receivable when the credit pays the invoice this transaction generates another entry reflected in the general ledger which offsets the first entry.
2)   Expense Transaction: The money going out of the business is known as expense is a result of money spent to buy the material and labor needed to generate the product or service. Expense break down into multiple categories, direct expense related to product creation overhead expense related to operating a business such as utilities rent and other similar expenses and loan payments used for assets or capital the activities have accounting transactions associated with them.
3) Profit and Loss: The basic formula for determining a company’s profit or loss is to subtract expense form income and whatever is left determines whether the company turned a profit or not. When income is greater than expense there is a profit when expense is greater than income there is a loss. This calculation is result of business activities involving income and expense accounting transactions.
4) Financing activities: Are transactions that are involved with financing the company and/or individual customer financing. Any transaction like a loan or anything bought on credit would be this type. Any monies paid on principle or interest paid would be considered a financing activity and would go in that section of the Statement of Cash Flows. Dividends paid to shareholders or the repurchase of stock would also be considered a financing activity.
5) Investing transactions are those that are not part of daily operation of the company and are used solely for investing purposes. Small term investments would be considered surely but any 
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loans made to customers or other entities would also be considered an investing transaction. Dividends and interest earned on investments would also qualify under the investing category for Statement of Cash Flows. Purchases of long term investments such as land equipment or property will also be viewed as an investment.
6) Book Keeping or Operational activities: Companies have different types of structure that determine the kind of accounting and material reporting that occurs. All companies must file year end taxes with federal government based upon their fiscal periods this necessary keeping track of all business activities that have a value of reporting this information to the internal revenue service at the end of the tax year. Before computers accountants kept the records manually in large ledgers termed book this system employed by software today involve two 
entries of every transaction one on the credit side of the books and one on the debit side of the books. 




















Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	SHAKEEL AHMED
	Date
	[bookmark: _GoBack]06/09/2015




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	













image1.png
ﬁ
o R




