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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. 
	
1i.   Accounting can be defined as an activity which involves collecting data, recording the data, analysing the data, summarizing it then interpreting in order to provide financial information. There are certain principles and procedures that must be applied in accordance with the law as well as Generally Accepted Accounting Principles (GAAP).

1.ii  The primary objectives of Accounting are as follows:-

· To maintain a record of activity by keeping records of all transactions of a business. These records can be used in making business decisions.
· To comply with certain statutory requirements, that all business must adhere to, including Companies Acts as well as corporate governance.
· To give a true and fair picture of a business financial status. Whether a business is operating at a profit or loss which in return helps the business owner in making certain decisions.
· Helps the business owner in looking at different areas of the business and determines what improvements can be made in order to improve performance. Business Owners can use historic data to compare the performance of business over a period of time.
· Business owners can use the information to spend cash for other purposes. These can range from investments, repayments of loans and debentures as well as distribution of dividends to shareholders. 
· Protects the business against any false claims against the assets of the business i.e. Liquidation/ insolvency by creditors. Also by maintaining records would help when certain statutory audits are performed i.e. VAT audit. The business can avoid unnecessary fines that may be imposed by courts or other statutory bodies.




1.iii  The following are some limitations of Accounting:
· As accounting records are in measured in monetary terms, it would be very difficult to ascertain any events that have a non-financial impact on a business. These would include some key performance indicators such as Employee engagement survey, customer satisfaction, and Learning and Development opportunities. Environmental and any community engagements or participation.
· Inconsistency in the accuracy of information due to the different methods used in different business. Each business has their own standards of operations and accountants may choose a different method when it comes to determining depreciation and valuating of stocks. 
· Due to price changes, the business’ asset value may not be accurate due to the method of valuation that a business uses. One would have to acquire the real market value in order to get the close value of the asset.
· Inventory and other Assets on the balance sheets are recorded at the cost price and effect of price change is not brought to the books.
· As accounting statements are prepared by using basic concepts, the accounting information may not always be 100% accurate.

1.iv. Recordative, can be defined as a process involved the retaining of records of an activity over a period of time. The process of the recording can either be manually or electronically and the records are retrievable. The records usually have a significant meaning and can be used for historical comparisons.


1. v. Data Evaluation is the process of looking at data from an analytical point of view. The Process include;-
· Data collection: once collected, the data is recorded by journal posting into general ledger. The recording and processing can either be manually, mechanically or electronically.
· Analysis of the data; Once the data has been recorded, it is then analysed for accuracy.
· Comparative: The data can be used to compare against prior year performance, budgetary or forecast analysis. This can help in putting any necessary plan of action.
· The financial statements must be verified through the audit process. It is imperative to ensure that the financial statements are a true reflection of a business financial status. The auditor will verify that the correct standards have been used in line with the governing body and as per statutory requirement.
· Data reporting in form of financial statement which can be distributed to both internal and external stakeholders. This reports the business’s financial position and decisions can be made using the financial statements.

1.vi  Main Functions of Accounting Considering the following groups:

· Lenders: They are also known as creditors of a business and can either classified as  short-term or long-term.
Prior to getting into credit agreement with a business, the lender is particularly concerned about the business’s ability to pay for supply of goods/services and repayment of loans. 
The lenders will heavily rely on the financial statements for credit worthiness of a business. They want to ensure the business’s ability to pay off debts.

· Employees: Are considered useful Assets to the business and therefore it’s imperative to ensure that the wages and benefits are in-line with and comparable to the market. Employees are looking for financial sustainability, long term commitment and career growth that a business can offer them. 

· Customers: consumer groups and organisations that look at a business’s social responsibility and welfare can use the financial information to ensure that the business goals are in line with the statutory requirements. The financial reports can help these organisations keep track in terms of the business future growth.


2.  Role of Accountants in modern business organisation is important because business owners use accounting to measure their company’s financial performance and therefore useful in making business decisions. 
“The process of accounting as a system for generating information begins with identifying, classification and recording of information using the rules and regulations set for the process” These reports help in decision making as well as planning and controlling of the business activities.
Accounting role as an information generating system is also known as Accounting Information System.

· Financial accounting involves the preparation of financial statements, cash flow statements and balance sheet which give a true picture of the business financial position. The information is relevant for decision making as it’s in present time. The information is therefore reliable, understandable and can be used in comparison to different periods of operation. The purpose of the financial Accounting is to provide information for others to assess the value of the company.
· Cost accounting involves the recording of all costs incurred. It is important to understand the fixed, variable and mixed costs and altering an activity may not necessarily reduce cost or bring a saving to a business.
Cost accounting helps management to determine cost efficiency and process effectiveness and therefore mangers are able to understand the impact of their decisions over a period of time. 
· Management accounting involves short term planning and is useful within the internal management of a business. The Management accountant will use financial information provided in Financial Accounting and Cost Accounting using his/her expertise to assist the business in making prudent decisions. Ie. From Financial Accounting, management accounting can assess the flow of cash within the organisation and from Cost Accounting can determine how the costs are affecting the profitability.

It is important to note that both Financial and Cost Accounting must abide with certain rules and guidelines whereas Cost Accounting is not restricted by guidelines. Ie. Auditing is not a requirement for management accounting. However, senior management can review the management accounts.



3. Accounting Cycle is the collection and recording of a business’s financial activities over a period of time. It is also known as “Accounting work flow”


The basic steps included in the accounting cycle are as follows:-
· Transactions:  The accounting cycle starts from here. This is a business event that has a monetary value as a result of buying or selling something. This can be recorded at a point of sale .ie. Receiving a payment from a customer in exchange of goods or services rendered.
· Journal Entry: The recording of the transaction is then entered in chronological order in the journal. This entry gives details of the transaction including the date of which the transaction occurred, the amount of money received or paid out. The Journal will then store this information which can be retrieved at a later stage. The journal posting is recorded into a ledger account which then produces a financial statement. Examples of ledger accounts include: Revenue, Cost of Sale, Payroll Expense, or operating Expense.
· Posting: This is the process of shifting journal entry into General Ledger. The Ledger contains a list of all business accounts. A ledger will contain all transactions grouped in the same category called an account and is a source for researching transactions by date.
· Trial Balance: This is typically a report run at the end of the accounting period listing the end balance in each account. This report ensures that the debits and credits balance and that the journal entries have successfully posted. However, this report will not show if an entry has been posted to wrong account. Ie. If an electricity bill is posted to another expense account instead of the utility account, the Trial balance will not indicate an imbalance since the entry would have still been posted in another expense account. So once errors are identified, they can still be corrected to bring the statement into the uniformed system of accounting.  This report is purely generated from the accounting records. The trial balance is a report that audits would request for when performing a business’s financial audit.
· Worksheet: This will be used to record any adjustment made to a journal entry as a result of imbalance. Worksheets are prepared at the end of the accounting period. The worksheet is intended for internal use and therefore informal and customised by the company. The worksheets are typically used by bookkeepers and accountants. Worksheets are used to make adjusting journal entries can be examine before posting.
· Adjusting Journal Entries: An adjusting journal entry is an adjustment recorded at the end of an accounting period after all corrections have been made. The accountant can review all entries and allow for the adjustments to be posted accordingly.
· Financial Statements: These are reports prepared to represent the financial position of a business for a period of time. These would normally include the profit and loss statement, cash flow statements as well as the Balance Sheet. These reports are prepared after all journal entries and adjusting errors have been posted in order to give outside stakeholders ie. Creditors and investors more information of a company’s financial status. It is imperative that the information is accurate, relevant and reliable as major business decisions  such as investment are made using these reports
· Closing the Books: This is the process required for preparation of the financial statements and the end of a trading period. The general ledgers are made ready for the next trading period. Since the statements record a current year activity, they must be zeroed out at the close of the period. The closing entries must be made in order to transfer the ending income statement balance into the balance sheet.


The various activities that an organisation under takes and the reasons why the activities are performed.
· Operating activities include the production and sales of a company’s products/services. These help to determine the profitability of a company and whether a company should continue trading. It helps to determine if a business is utilising it’s resources effectively.
· Auditing is a statutory requirement for registered companies. These process ensure that the information provided is inspected for accuracy and ensures it’s validity and is in line with statutory guidelines. This will help to identify if there are fraudulent activities.
· Internal controls are key in any business. They help to ensure that a company’s policies and procedures are used in order to achieve the organisational goals. They provide quality assurance and help keep any eye on weaknesses within an operation. They also help to ensure that everyone is working in the same way.
· Data storage is crucial as it details financial transactions and other past activities of a business. It’s imperative to ensure that financial transactions are kept safely and in order for retrieval purposes. In addition, there are statutory requirements regarding storage of data and length for which the data must be stored for.
· Filing of Sales tax and income taxes as per legal requirement. This serve as evidence of all revenue generated by a business and/or individual and that all activities are legitimate.
· Financing and Investment activities such as purchases of long term investments i.e land, equipment and property are viewed as investments. Dividends paid to shareholders are often considered as financing activity.  

	



Student Statement:

By submitting this assignment, I confirm that this is my own work.

	Student Signature
	Georgina Mulwa
	Date
	12/03/2016




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	


[bookmark: _GoBack]
image1.png
ﬁ
o R




