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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. 

Question 1 (a) 



An accountant is an important part of an organisation. They play a major role in all departments of a complex organisation and there role cannot be underestimated.  The roles that accountants carry can differ in organisations. 



Usually there are two categories of accountants: the ones who serve in on a public basis and others who are employed in private sector. The accountants, who serve in public sector carry out financial and 

Cost audits and therefore, are also known as auditors. Public sector accountants also get the benefit of obtaining membership of professional bodies. 



Auditors examine the account books and balance sheets of a company. While looking at the profits and losses of a company, they try to paint a correct and true picture of the financial health of an organisation. Shareholders of a appoint auditors who meet the requirements of the Companies Act in order to carry out financial or cost audits. 



Accountants gain employment opportunities in all types of organisations to carry out many accounting tasks.  Internal auditors in an organisation or an organisation are normally classified as chief accounting 

Officer

Financial officers can be accounting chiefs in a company. Today organisations have permanently placed financial regulators on their pay lists. These financial wizards who work in an organisation under different roles are mentioned below. 



Internal Auditor: Internal auditors carry out many tasks in a business.  They carry out audits on all data of the organization and in the process establish and maintain system of internal control in the company. The top 

Internal auditor is responsible to the chief executive of the company or to Board of Directors. 



While carrying out internal audit, the auditors check and examine entries in the account books and check for the accounting of assets. In the process they also check if all the legal financial procedures lay 

Down in the rulebook were followed. 

While the internal auditors are full-time employees of a business. External auditors are hired for a short term by a firm. . The internal auditors centre their skills and services only on the organisation they 

are employed in; external auditors, on the other hand, offer their services to many clients. Shareholders appoint external auditors for the reasons of safeguarding their interests in an organisation. External 

auditors accomplish this by carrying out an detailed, unbiased, and independent financial evaluation of the state of affairs of a company. 



Question 1(b)  



An accountant is a person who is: 



An accountant is responsible for account keeping; 

An accountant is an important element in the process of financial control; 

An accountant is often described as the one of the main players of an

organisation. 

An accountant is involved the process of managing the information of an organisation and giving it to both external and internal users. 

An accountant advises the company in financial or fiscal matters; 

An accountant prepares the financial statements of the organisation including the income statement and balance sheet for a certain period. They have the duty of maintaining supporting evidence and classified facts connected to the financial matters of the organisation; and an accountant deals with the authentication, verification and certification of the company’s accounts.



Question 1 ( C )



The Chief Accountant is also known as the Controller and is in charge of all the accounting and internal audit activities. He duties are to head management accounting, financial accounting, cost accounting and tax 

accounting amongst other duties. 



The Chief Accountant has authority on the organization’s internal and external accounting operations. He produces financial reports to external parties, such as, the Tax Department and the Company Law Board to 

Make sure that the organization is following regulations. Furthermore, he controls the company’s internal audit as well. 





The functions of the controller can be summarized as follows: 



a) Designing a functional accounting system and operating it; 

b) Preparation of financial statements and reports; 

c) The creation and maintaining systems and procedures; 

d) Managing the internal and external audit of the business; 

e) Managing computer applications; 

f) Carrying out cost control; 

g) The preparation of budget

h) The preparation and forecasting of analytical reports; 

i) Giving information to top management; and 

j) Managing the tax affairs of the business. 



Question 1d



In relation to double entry there is a clue in the name in that every transaction has to be recorded twice basically if you take something out of somewhere for example you make a payment by cheque for office equipment – the money would come out of your bank account and an account would be credited for office equipment. 



Steps involved in Double Entry System 



Step 1 



Preparation of Journal: Journal, which is also known as the book of original entry, is the first place where a business transaction is recorded. So basically a journal contains a record of all business transactions which have happened. 



Step 2 



Preparation of Ledger: This is a collection of all of the accounts of a business. Transactions recorded in journal are posted to their relevant accounts in the ledger. 



Step 3 



Trial Balance Preparation:  This is a summary of all transactions that have happened and their effects in the form of a list. 



Step 4 



d) Preparation of Final Accounts: 

Final financial statements are complied and produced at the end of the accounting period to show the financial performance and its financial position generally. 



Question 1 ( E) 



The term ‘Debit’ comes from ‘debt’, which means to owe. The term ‘Credit’ comes from ‘creditable’, which means to trust.  On occasions the words Debit and Credit are shortened to ‘Dr’ and Credit is shortened to as ‘Cr’. It is essential to understand the principles of debit and credit in order to work with financial transactions. Debit and credit can be connected with either increase or decrease in financial amounts; this is determined by the kind of account.



Question 1 (f) 



The Hybrid Bases of Accounting can be of benefit in reducing the uncertainty in the calculation of benefits and losses by making few entering only when cash payments are received. However applying this method of accounting can make profits and losses unrealistic. When a company or a professional wants to apply a conventional methodology they can opt for this method of accounting. They only record income when it is received and they record all expenses incurred even if the payments are not made. As it is not consistent the Hybrid Basis of Accounting is the reason why it is not widely used. 



Question 1 (G) 



Accounts which related to people are known as personal accounts.  While real accounts are connected to properties and assets.   Personal accounts can be classified as the following: 



Natural persons: The recording of individual transactions which

Are titled as Henry’s Account, Jane’s Account, etc.



Artificial or legal persons: Where financial transactions with an artificial entity or an artificial person are legally created. Examples of this kind of account are accounts of firms, limited 

companies, educational institutions, cooperative societies, etc.



Groups/Representative personal Accounts: These types of accounts represents a person or a group of people. This is normally done when a large number of accounts, of similar nature, are grouped together under one account title. These accounts are said to be representative of a group of personal accounts. For example, outstanding salaries, rent, prepaid insurance, wages, etc.



Real accounts can also be classified as being tangible or intangible. 



Tangible includes:  This something which can be measured such as machinery. 



Intangible would be the opposite and may include goodwill. 



Question 1 h 





In simple terms this is where as this type, accounting is based on cash and the entries are made only when cash payments are either made or received. When the cash payments or receipts are due, the entry is not made. Cash Basis Accounting shows receipts surplus over payments. Government departments usually use this system of accounting.



Question 2 





The following are some of the main objectives of bookkeeping: 



a) A permanent record of each transaction is maintained through bookkeeping; 

b) The financial position of an organisation can be got by analysing the records on liabilities and assets. 

c) Income and expenditure figures of the firm during a certain period assist in the calculation of the profit or loss for that period; 

d) A record is kept of all supplies and creditors which allows for the organisation to keep track of the money which is received or paid; 

e) Organisational procedures can be reviewed and revised in the light of past records maintained through bookkeeping; and 

f) It allows the government to change legislation relating to business as well as the providing of licenses, and assess taxation based on the records of a business. 



The difference between bookkeeping and accounting include: 



Difference  

Bookkeeping 

Accounting 



Transactions 

To record transactions in original entry books.

To assess the recorded 

transactions to determine 

Their accuracy.



Posting 

Making posting in 

Books/registers.

Scrutinising postings to 

Determine its accuracy.



Total and Balance 

To create amount totals in 

Journal and ledger accounts.

To determine balances of all accounts. 

To make trial balance by using ledger accounts balances.



Income Statement 

and Balance Sheet

Creation of Trading, Profit, & 

Loss Accounts and Balance 

Sheet is not a part of bookkeeping

Creation of Trading, Profit, & 

Loss Accounts and Balance 

Sheet is a part of accounting



Rectification of errors

Is not a part of book –keeping. 

No special skills or knowledge 

Is necessary for bookkeeping.

It is a part of accounting 

Special skills set and 

Knowledge is required for accounting.



Liability

A bookkeeper has no 

responsibility or liability for 

the work related to 

Accountancy.

An accountant has 

responsibility for the work of a 

Bookkeeper.



 



Question 3 



Stock is the value of goods left at the end of the year. 

Creditors are not an asset. 

Capital is the amount that the owner has invested in the business. 

Interest paid to a bank is an example of liability 

Debtors are customers.



Question 4  



Accountant 



Main duties are to: 



Prepare financial statements such as Profit and Loss Accountant, Balance Sheets and also to assist in the preparation of final accounts to limited companies and also to preform club accountants. 



Chief Accountant 



Some of the duties include to make sure that the computer systems are up to date and that relevant software and updates are installed at the correct time which includes changes and rates to certain items such as National Insurance and Pay As You Earn. 



Also to make sure that tax returns are up to date and are correct so that the correct information is sent to the tax office. 



Making sure that financial information is available to internal and external stakeholders when they request it. 



Internal Auditor 



To make sure that they get the information in relation to the company’s financial situation in line with agreed times so that they can check it before an external auditor comes in and advise if there are any errors or items which need rectified. 



Liaising with staff for the information as mentioned above. 
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