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1. 
i. Accounting is the systematic process of recording, measuring, summarising, reporting and analysing the financial transactions of a business.

ii. The primary objectives of accounting are to keep clear and systematic records of financial transactions that allow a business to calculate financial performance over a period of time through profit and loss.  They also can be analysed to meet the objective of calculating the financial position or health of a business at a point in time taking into consideration all assets, capital, liabilities etc. so also providing accurate information for decision making and information that allows the business to fulfil its legal obligations in relation to tax which are further objectives of accounting.
iii. The limitations of accounting include:
a. While accounting is argued to give a picture of the health of business and how it is performing, it only takes into account financial transactions.  It does not take into consideration other factors such as Human Resources including the competency of the employees, management styles, level of goodwill and political influences which can all also impact on a business.
b. The information accounting gives is only a picture of a point in time, changing prices and markets make the health of a business changeable but the accounting information is a snapshot of information that could have changed overnight.  
c. While some may argue that Accounting is objective and based on factual figures; various accountancy methods e.g. depreciation or valuation of stock may be applied differently by accountants so obtaining different results.

iv. Data evaluation includes budget monitoring, costings, analysing financial performance and cash flows and the use of this information to decide what to do next for the benefit of the business.

v. The main functions of accounting are, Record Keeping, Managerial, Legal Requirement and Communication.

a. Lenders will want to review, a potential borrower’s accounts to give them a picture of how healthy the business is through the profit and loss and also to review the liquidity of the company so they can assess how high risk any loan is likely to be.  The lender will want to assess both if the borrowing company is likely to be in a position to meet regular payments and also if they have sufficient assets to cover the debt in the event of payment default. 
b. For employees, managerial function of accounting is most relevant.  Accounting allows employees to measure performance against pre-set standards e.g. estimates which informs them regarding the ongoing performance of the company.  This in turn allows them to input to decision making regarding actions required to keep the business on track and this helps contribute to a motivated workforce.  Without this accounting information being available to employees, decisions may be ill informed and may lead to critical errors or may be restricted only to senior management so alienating other employees.
c. Customers may use information from companies’ accounts that give them insight into the culture of the business and to know if they act in a socially responsible manner e.g. finding out if a company uses child labour abroad may encourage customers to boycott them.  Customers may also glean information from a company’s accounts if they too are a company and will be able to gain information on the long term prospects for the company which may help them make decisions regarding continuing to buy from them or whether they want to look for new suppliers.  For customers then the legal and communications functions are most relevant.
2.  While historically accountants may have been considered “bean counters”, only concerned with recording financial transactions and reporting them accurately to reflect the financial performance of an organisation.  Over time the profession has developed and now encompasses a much wider range of skills and functions with the result that there are now quite clearly defined branches of accountancy and even within those branches accountants may perform quite different roles.  The catalysts for the change in the accountant’s role include the development of the economy over time and the move to a global economy, pressure from shareholders for increased profits and the developments in technology allowing increased possibilities in the analysis of and speed of production of financial information for decision making.

While initially accounting was a simple case of recording monies in, monies out and debts owed, as businesses grew and Joint Stock Companies started then the branch of Financial Accounting developed.  This is based on profit and loss, which is recorded on the income statement and a record of the businesses assets and liabilities which are in turn recorded on the balance sheet. These tools allow more in depth analysis of the company’s finances and allows for more accurate forecasting.  This is one of the core branches of accounting in modern organisations and is indeed a legal requirement for businesses to prepare and publish financial statements.

The next to develop was Cost Accounting which too remains one of the core branches in modern organisations.  This developed during the Industrial Revolution to help businesses calculate how to reduce or minimise costs so improving efficiency. 

Management Accounting was then next of the core branches to develop and it analyses the financial information produced by the other branches and presents it in such a way to aid decision making.  It combines the information from Cost and Financial Accounting and may also include non-financial information in order to provide a broader picture to assist with management decisions.  The reports may also be targeted to provide solutions to specific issues rather than just reporting back general information.  While Financial Accounting reports look backwards and give you a picture of what has happened, Management Accounting reports can include projections and so can aid decisions future action or performance. 


In addition to these traditional core branches, accountants may also now find themselves working in more modern roles of Human Resource Accounting which is concerned with the economic value of the human resources within a business.  Accountants in today’s organisations may also find themselves fulfilling non-traditional accounting roles such as a tax advisor role, an auditing role, an information provider role or acting as a financial advisor to the organisation.  In very recent times, accountants may even find themselves in a Public Relations role, communicating and managing a business’s financial image through various forms of media including social media.




3.  The Accounting Cycle is the workflow that Bookkeepers complete and it consists of 8 basic steps: 
a) Step 1 is the occurrence of all financial transactions including sales, purchases, recovery of debt, income from other sources.
b) Step 2 is the recording of these transactions in chronological order in the journals or “books”. The record shows the date the transaction occurred, the amount and the kind of transaction.
c) [bookmark: _GoBack]Step 3 is when the transactions are posted from journals into the various accounts to which they belong on the General Ledger.  The ledger holds a summary of all the financial transactions.
d) Step 4 is the trial balance which is calculated at the end of an accounting period which may vary depending on the business. In some cases, it is monthly, in others quarterly.
e) Step 5 is the Worksheet which is required if the books don’t balance when the trial balance is complete.  Adjustments may be required which are recorded on the worksheet.  Adjustments may be required to show the depreciation of assets or to profile one off payments so that they are allocated appropriately across the year. E.g. an annual insurance payment broken up into 12 monthly payments so it doesn’t put any one period out of balance.
f) Step 6 is the Adjusting of Journal Entries which are the subsequent adjustments that need to be posted to the General Ledger once the trial balance is complete and corrected.
g) Step 7 is the preparation of Financial Statements which are the balance sheet and profit and loss statements that are prepared using the corrected account balances.
h) Step 8 is Closing the Books.  At the end of the cycle you close the books for revenue and expense accounts and then start the cycle again with zero balances.  





Activity

	Accounting Activity
	Reasons for the Activity

	1. Prepare financial statements and make statutory financial returns
	Both to provide the business owner/s and shareholders with information re performance and to fulfil legal obligations.

	2. Making tax returns and advising on tax matters
	To fulfil legal obligations and to ensure business makes the most of its tax allowances and doesn’t pay more tax than necessary.

	3. Payroll function
	To ensure employees are paid the right amount at the right time and that appropriate deductions are made.  There are also statutory returns required for this area.

	4. Audit activity
	To check that the books and reported financial position accurately reflect the true financial position of a company.  This is a legal requirement.  An audit may also be carried out when there is some suspicion of fraudulent activity within the business or to test the organisation’s financial procedures to ensure they are robust.

	5. Provision of Management Information
	To allow Managers/Owners make informed decisions about future activity/direction of their business based on both financial and non-financial information and forecasts.

	6. Budgeting – setting a plan of income/expenditure for the financial year based on planned activity and then measuring performance regularly against the plan and making adjustments as necessary.
	To help Managers plan and allocate resources and to measure performance against set objectives.
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