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	1. Give short answers for the following questions:	(15)
a. Define ‘Accounting’.
     Accounting consist in recording the transactions of an entity in the books of original entry, classifying and analyzing the data and summarising it in the financial statements, in order to create a base of an efficient decision-making process for all the interested parties.
b. Explain the primary objectives of accounting. 
     The first objective of accounting is to keep record of any transaction made by the company during a period of time in order to measure the revenue generated compared to the expenditure made, and so to ascertain if the result of the operation is a profit or a loss. Also, accounting is creating an image of the position of the company, regarding the assets, liquidity, liabilities, and keeps an evidence of business’s properties in order to avoid false claims. Another objective is to serve as a tool for the managers to take economic decisions and to ensure compliance with tax regulations and the law.
c. Discuss the limitations of accounting. 
     One of the limitations of accounting consist in analyzing only the transactions that can be expressed in a financial value, without taking in consideration other non-measurable aspects such as human resource abilities, customer satisfaction. Also, the value of assets is adjusted using a pre-defined rule and may differ from the real value given by any social or economic situation on the market. The real-time economic background also can influence the price levels, which can be others than the estimated. For the interested parties, accounting may offer a better image of the company but not sustainable, by postponing some expenditure so that in the reported period to show a bigger profit. 
d. What types of activities are included in data evaluation?
      Data evaluation is one of the most important steps in accounting, being the foundation on which decisions are made. It includes analyzing the financial statements resulted at the end of the reported period, costs and cash flow analysis, budget allocations, internal audit, to ascertain the potential ways of improving profitability.
e. Outline the main functions of accounting considering the following groups; Please suggest information that each one is likely to need from accounting statements and reports.
i. Lenders: accounting has a managerial function in this case because they are interested in the profitability of the company in order to be sure that it will be able in the future to generate enough cash flow to pay its debts in the agreed term. Based on the financial situation of the business they decide if is secure to loan money, or to provide on credit goods or materials.
ii. Employees: are interested in the company’s financial situation in order to be sure that their remuneration, bonuses or retirement contributions will be paid in time and to have the stability and the contentment to be part of a well-known business.
iii. Customers would like to know if the company is a socially responsible one, if it helps improving the living condition of an area by creating sustainable workplaces, pays its taxes and complies with the legal requirements and environmental goals.
2. Discuss the role of accountants in modern business organizations.	(5)
         In the modern world accounting is not just about keeping track of the inflows and outflows but to base the economic decision on the objective representations of the current situation of the company and to forecast its evolution, taking in consideration the market characteristics. So now, accountants have to analyze the raw data of transactions not only to portray a present image of the business, but based on the resulting financial statements and reports, to present to the interested parties a future image of what the business will be following certain economic directions.
3. What is accounting cycle? Outline the basic steps included in accounting cycle.
        The accounting cycle is the expression of the main responsibilities of a bookkeeper in order to obtain a good representation of company’s position, consisting in eight steps.
· Identifying and classifying the transactions made in the company
· Booking the transactions in the journal entries, chronologically and mentioning the date, type and amount of the transactions
· Posting the transactions in the general ledger
· Generating a trial balance at the end of the reporting period
· Making the necessary corrections and adjustments in case the accounts are not in balance
· Adjusting the journal entries and generating the adjusted trial balance
· Generating the financial statements (Profit and Loss Account and Balance Sheet)
· Closing the books at the end of the reporting period and restarting the process in the new period starting from zero.
Activity	                                                                                                         (5)
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. Purchasing a new equipment: organization may try to improve the work productivity or expand the business
2. Obtaining a long-term loan: organization may need additional funds for plant improvements, diversifying the portfolio or other investments
3. Analyzing the cash flow: the company needs to know if it has enough liquidity to pay loans, trade creditors or taxes.
4. Production cost analyzing: the objective is minimizing costs and obtaining the best productivity with the available resources
5. Tax payment: the company is required to conduct its activity by complying to the taxation policies, to avoid any potential fines
6. Internal audit: managers need to periodically assess the internal business processes, the way data is collected and summarized, the resources allocations or the human capital skills required for a profitability improvement.
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