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An Overview of Accounting

Q1: (i) Finance is managing one/singular resource from an organisation, country or person to transact between two parties. Mainly used in business and companies, can hold a monetary value or exchange in items whether it holds profit or loss.
Seth Godwin describes finance as a three cycle process that continues endlessly. Assessing the finance health of your business/company, using that information to plan for the future performance, executing that plan. Then back to assessing the financial health and so on and so forth.

(ii) Financial report; formal records relating to financial activities of a business and or company, a person or other entity.
Financial statement; usually similar to a financial report, a financial statement is accompanied with a management discussion and analysis. More commonly used to show past and present financial status. This can be used to forecast the future status of the business or company. Potential investors use these statistics as a prospect to complete a fair, complete and balanced report of the business or company.

(iii)Accrual basis of accounting is he method used to show revenues on an income statement. When money is accrued, earned rather than when moneys have been received. Under this basis expenses are offset against revenue rather then when the expenses where paid.

(iv)Book-Keeping is to systematically record transactions on a daily basis. By keeping track of these transactions and recording them in a book or ledger, will aid in accounting when it comes to Tax returns and meet any legal requirements.

(v) a) Revenue – Income
     b) Expenses – Cost incurred or required for something
     c) Net Income – Net income is the excess of revenue over expenses during a specific period of time including depreciation and other non-cash expenses.
         Net Loss – Net Loss is where expenses exceed revenues during a specific period of time.

Q2
Generally Accepted Accounting Principles are also known as an abbreviation GAAP. There are seven simple steps. Firstly identify financial business transaction and or events. Measures of these transactions/events are recorded. Also known as journal entries. Next the entries have to be classified and placed, these are called ledger entries.. Balance sheets are prepared to summarise these transactions in the form of a trail balance and proved on income statements. Lastly the report is analysed and interpreted into a report which is then communicated to the relevant areas. Mainly being management and if needed to a committee. Which are sent to internal and external users.

Q3
There are eight steps to the accounting cycle. Bookkeepers are assigned to follow and complete this cycle. Firstly you input the transactions and make manual, mechanical or electronic records. Posted entries are then given over to a general ledger. The trail balance is prepared at the end of an accounting period some businesses use a month end and can request quarterly, half or yearly reports. The worksheet is adjusted as the trail balance may or may not balance. Adjustments of depreciation, one time payments of insurance or advance payments are all taken into account before the next step of adjustment of journal/book entries. When these have been acknowledged a financial statement can be produced showing profit and loss. Then the account is balanced. When the revenue and expenses have been closed this is the end to the accounting cycle and a new cycle begins with a zero balance to carry forward.
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