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Introduction to accounting and finance

1. Accounting is the systematic recording ,reporting ,summarizing and classifying money transactions of a business.

     ii,    The primary objectives of accounting are ;

· determining profit earned and loss incurred by a business during a particular period through profit and loss accounts. 
· to ascertain the financial position of a business as a whole.
· accounting protects business properties therefore guarding false claims against entity property
· financial statements and records influence  a business owner in making business decisions.
· To fulfill the requirements of law such as the companies act ,income tax etc.
· to make sure accounts are prepared according to some accepted accounting concepts and conversions.

     iii.   Limitations of accounting 
·  accounting records only financial transactions .it ignores any events that have a non financial nature
· revenues,liability, assets and losses are analysed by accounting using both real and assumed estimates.Businesses have different standards and provisions when it comes to evaluating stocks and depreciation.
· assets reflected in the balance sheet have their costs fine tuned according to the conventional rule of accounting .Assets such as goodwill do not have real market value causing the final results to be undependable.
· Accounting measures of performance and evaluation of financial position may not be accurate due to changing prices and depreciation.

     iv.   Recordative means the action or process of recording.

     v.   The following activities are involved in data evaluation.
· Budgets ,standard costs,analysing financial statements,analysing cash flows and choosing alternative courses of action for decision making process .

     vi.    The main functions of accounting are 
· keeping systematic records of business transactions
· Protecting properties of the business
· Communicating the results to various parties interested in the business.
· Meeting legal requirements.




vii.       
        Accounting statements and reports benefits the following groups

            Lenders are interested in company’s creditworthiness , liquidity and profitability to 
            know if the company will be able to pay back its debts.

            Employees and their representative groups are interested in information about the
            stability and profitability of their employers.They are after the ability of the company
            to pay salaries and provide employee benefits                               

            Consumer groups and organisations which look after welfare of consumers and public
            use information generated by accounting to analyse and keep a check on performance
of business and social responsibility of the business.

viii.      Financial accounting  is historical and  seeks to meet the accounting needs of external 
            stakeholders ,it follows rules set by standards such as gaap and Ifrs.
	
	Management accounting uses data from financial and cost accounting as input ,it is
            not restricted by guidelines.Management accounting involves accounting of a business     
            that is carried out for the purpose of facilitation in decision making by management.

ix.       The accountant is responsible for planning sales,estimating production cash 
requirement for next accounting periods and estimates, the information provided by
the accountant helps management observe that the operations in business are
	going according to plan and that all the departments are spending within their
            prescribed limits.

           The role of accountants is to give a clean picture as to express , liabilities, income and
           owner’s equity etc to business owners as they rely on this information on how money
           was spent in the business.Business owners often use accounting to measure their
           company’s performance and business decisions.

3a].     Accounting cycle is a step by step process of recording classification and summarising
           of economic transactions of a business.




b].      The following are the basic steps included in accounting cycle;

           Identify business events, analyze these transactions, and record them as journal entries
           Post journal entries to applicable  or ledger accounts
           Prepare an unadjusted trial balance from the general ledger
           Analyze the trial balance and make end of period adjusting entries
           Post adjusting journal entries and prepare the adjusted trial balance 
           Use the adjusted trial balance to prepare financial statements
           Close all temporary income statement accounts with closing entries
           Prepare the post closing trial balance for the next accounting period
           Prepare reversing entries to cancel temporary adjusting entries if applicable


c].
Recording all the financial transactions in subsidiary books for the purpose of 
future record, record keeping is the foundation to preparing financial statements.

 Analyzing and interpreting the results of final accounts and balance sheet is done
 so that parties concerned with the business can project future earnings and 
 profitability.

  Auditing is conducted to verify if financial records are done according to standards 
  and to point out if there is any fraud.
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