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Assignment 1
Q1
i. Define Accounting
Accounting is the recording of any money received and given from and to suppliers, customers, HMRC and records inventory, stock, profits and loss accounts for the company which are then used to produce reports and summarises how a business is doing and gives a clear account of how the company is performing.
ii. Primary objectives of accounting
The objectives of accounting are to keep detailed records of all transactions, to show any profit and losses within a set period for the business, keeps an eye on where the business in in terms of capital, assets, cash and any liabilities.  Also keeping track of all transactions helps the company to see how well the business is doing and also protects the business against anyone who tries to make any false claims against them.  It also makes sure that they are applying with all the required laws for HMRC etc.
iii. Limitations of Accounting
Although keeping accurate records of all transactions sometimes outside factors can influence the outcome which puts a limitation on the accounts.  For example, there are certain types of information which isn’t recorded on the business accounts such as changes in human resources such as management skills, illness and also customer changes due to economic influences.  When analysing the accounts accountants take into account what has happened over a set period and what they predict will happen in the next few months based on the evidence they have to hand.  Assets for the company are based at market values but this doesn’t mean they will achieve this if they were to be sold, companies may try and increase their profits at the end of the year for financial reasons by putting of installing new equipment until the next financial year and there are also price increases that can’t be predicted.
iv. Types of Activities in Data Evaluation
Within Data Evaluation a business controls everything by going through all the budgets and cost, looking at the overall performance of the business going through statements, cash flows and from this looks at the best course of action for the business to ensure that the business can grow and progress.  This is a vital part of any business.
v. Main functions of the following –
Lenders – These are also known as creditors.  They supply a company with goods to enable them to produce the products.  Most lenders will do checks on any company they deal with to ensure that they can pay them for the goods they purchase.  In a lot of cases a lender will supply the business with the products needed for them to produce their goods and will have agreed a payment plan for the business to pay them.  In a lot of cases it is a short-term loan varying from 30 days to 6 months some will do longer periods depending on the financial statements of the company.
Employees – Employees are a vital part of any business as they help produce the end products for the company.  As things have progressed greater emphasise has been place on employees and with training a lot have moved into positions where they are involved with decisions and also act on employee feedback for the company, therefore a company has to ensure that wages, bonuses, benchmarks and any profits are all accounted for within any financial planning.
Customers – Customers are the final part of any companies’ products without them a business wouldn’t survive. By keeping track of what each customer purchase and subsequently pay for by accurate company accounts, gives the company the ability to track profits and losses, outstanding balances and keeps track of the growth for the company.  They can also ensure that the money coming in from the customers goes to paying back the lenders and ensuring that the employees also get paid for producing the goods.

In each of these there are ledgers that record all the transactions.   Lenders will send the company invoices and statements which will be matched up with the purchases and in return when the company pays them, they will receive remittances for all payments.  Employees will receive payslips itemising all wages paid and any deductions made, these in turn will be recorded for HMRC purposes and for the bank account.  Customers will receive purchase orders, delivery notes, invoices and statements in order for them to pay for their goods, all of these are recorded in the sales ledgers

2. Role of the accountants on modern business organisations.
Businesses rely on accounting so they can see how well their business is doing and where they need to make any adjustments if applicable.  As with all businesses they want to make a profit and grow and that is why the accounts are of the upmost importance to a business.  Accuracy within accounting shows all the information concerning what they have coming into the business, what they have sold and the cost of all sales, all expenses from purchases, wages and utilities, what assets the company has and also any liabilities.  All of this information then provides a running detailed account on what the company is spending their money on and what they are getting back in return.  The accounts are used to provide details financial statements for a set period of time during the year.  Accounts are used to show how they are performing, can also be used as a benchmark against other businesses in the area and show where they need to make improvements, if they are competitive.  Accounts on a modern business are essential to the longevity of that business without accurate recording of all financial transactions in and out of the business, a company would have no idea on how they were performing and if they are making a profit or lose. It keeps track on what they need to pay the government in taxes, who owes them money and who they owe which are all necessary to ensure the company can grow. 

3. The Accounting cycle
There are eight steps to this cycle.  
1. Transactions - this will include all sales, loans, new equipment, capital from the owners, dividends paid out and any other activity that affects the company’s assets.
2. Journal Entries – This is for all transactions for the company including the dates, what it was for, amounts of transactions etc
3. Posting – This is when all the journal entries are recorded in the relevant ledgers i.e. Purchase Ledger, Sales Ledger, Returns Ledger etc.
4. Trail Balance – At the end of each accounting period a trail balance is prepared.  This shows all the debits and credits for that set period, it could be monthly or quarterly it all depends on the type of business.  This is all collated and totalled up at the bottom of the sheet. 
5. Worksheet – This is produced if the trail balance doesn’t match i.e. the outcome doesn’t match the income.  In this case adjustments have to be made and are recorded in the worksheets.
6. Adjusting Journal Entries – After all adjustments have been made and recorded another trail balance is produced which should reflect the newly made corrections.
7. Financial Statements – This is produced after the trail balance has been produced and corrected if necessary.  This will show how well the company is doing
8. Closing the Books – After all of this has been done the revenue and expense accounts for that period are closed and a new cycle begins with zero balances in the account.

Activity
List various accounting activities and the reason why it is performed.
1. Recording Transactions – These are to record all transactions made daily within a business and shows asset sales, new equipment, loans, dividends etc.  Shows an overall view of the day to day running of the business 
2. Ledger entries – all daily transactions have general ledgers to record the details on the relevant books.  All lenders and customers have their own ledgers which record any sales, purchases, returns, discounts and payments made on their accounts.  These need to be accurate as you need to know who owes you money and how much and what you owe as well.  There are also ledgers for HMRC for payments and refunds.
3. Trial Balances – These show all the break downs for the accounting period and the debit and credit side should be the same at the period end.  This information is used to produce the financial statements at the end of the accounting period.
4. Financial Statements – These are produced at the end of each accounting period and show the profit and loss for the company over that set period.  This is then used to provide a business plan going forward for the next accounting period, including any alterations they need to make to make the business more viable.
5. Data Evaluation – This is where cash flow and financial statements are analysed and used to budget for the coming financial period based on previous records and perceived business in the coming months. 
[bookmark: _GoBack]6. Audits – This is where all financial records in the ledgers, account books and financial statements are checked and authenticated to ensure everything has been recorded correctly, all payments to HMRC are accurate and that no lapses or fraud has been committed by the company.  This is normally carried out by an outside account to ensure everything is above board and the company is working within government guidelines.
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