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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.

For high grades use examples and illustrations where appropriate. 

	Please insert your completed assignment ( in word format)  here:
What is the difference between accounting & bookkeeping?
The Accounting cycle 

Transactions ------ Day Books -------Ledgers------Trial Balance-----


Period End Adjustments -------Financial Statements ------Period Close      

Accounting is a way of interpreting the raw data recorded in bookkeeping into useful information.
Bookkeeping is mainly related to identifying, measuring, and recording, financial transactions

Accounting is the process of summarising, interpreting and communicating financial transactions which were classified in the ledger account .

The objective of bookkeeping is to keep the records of all financial transactions proper and systematic.

The objective of accounting is to gauge the financial situation and further communicate the information to the relevant authorities.
Identify the differences between the cash and accrual accounting methods
The main difference between the two methods is the timing of transaction recording. Over time, the results are approximately the same.
Cash basis - revenue is recorded when cash is received from customers, and expenses are recorded when cash is paid to suppliers and employees.
Accrual basis – Revenue is recorded when earned and expenses are recorded when consumed. The main advantage of the accrual system is that it provides a more accurate picture of how a business is performing over the long term than the cash method. The main disadvantages are that it is more complex than the cash basis, and that income tax may be owed on revenues before payment is actually received.

What is meant by a balance sheet? Explain
A balance sheet is a summary of all the accounts of a business. Usually prepared at the end of each financial year. The term implies that the combined balances of assets exactly equals the liabilities and equity. It informs the reader of a company's financial position allowing them to see what a company owns as well as what it owes. There are 2 forms of balance sheets : report form and account form. The balance sheet can be referred to as a statement of net worth. Assets = Liabilities + equity.

The balance sheet is divided into two sides (or sections)

The left side of the balance sheet outlines all a company's assets.

On the right side, the balance sheet outlines the companies liabilities and shareholder's equity. On either side, the main line items are generally classified by liquidity. More liquid accounts like inventory, cash and trades payables are placed before non-liquid accounts such as Plant, Property, and Equipment (PP&E) and long-term debt. The assets and liabilities are also separated into 2 categories: current assets/liabilities and non-current (long-term) assets/liabilities. There are 2 ways of balancing the balance sheet.

1. Record the transactions on both sides of the balance sheet
Assets

Liabilities & Shareholders Equity

Current Assets

Current Liabilities

Cash

-100

Short term Debt

-100
Non current assets

Non current liabilities & shareholder's equity

Total Assets

-100

Total

-100
2. Record the transaction twice on the same side of the balance sheet as both positive and negative number.

Assets

£

Liabilities & Shareholder's Equity

£
Current Assets
Current Liabilities
0
Cash

-100

Non Current Assets
Non-current Liabilities
Equipment

100

Shareholders Equity

Total Assets
0
Total Liabilities & Shareholder's Equity
0
General Journal. 
This is a book or set of books where your transactions are entered first. Examples are purchases day book, sales day book, cash receipts book and cheque payment book,
Ledger
A book in which entries posted from the journals are recognised into accounts. This is where details from the various books are posted to the relevant departments, such as in sales ledger, where all transactions from customers are posted to their accounts. Purchase ledger accounts relate to all transactions with suppliers. There is also the nominal ledger which is where all transactions are posted ie. stationery, maintenance, etc.
Trial Balance
A statement showing all the accounts used in a business and their balances. This is where all the information from the ledgers is correlated to prepare for the auditors
Internal Audit
An audit is the process of checking every entry in a set of books to make sure they agree with the original paperwork. (e.g. checking a journal's entries against the original purchase and sales invoices. This is done within the company usually by their own accountant

External Audit
An external audit relates to when dealing with Inland Revenue and other relevant authorities. As long as the records have been maintained correctly and reconciled correctly within the company, there should be no concerns when the external auditors arrive. This is usually done once a year, to ensure that the correct tax returns are filed, including payments of National Insurance
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