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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. 
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1.i.- Accounting Definition: According to the AICPA, accounting is the art of recording, classifying and summarizing financial transactions and interpreting the results. 

1.ii.- Primary objectives of Accounting
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1.iii.-  Limitations of Accounting

Missing important non-financial information that might affect the liquidity of the company such as a change of management, lack of marketing strategy or consumer preferences. As well as not having a standardized process to determine depreciation and value. 

Accounting also can’t provide a true market value of assets; predict the damages of window dressing practices or changes in prices. That is because accounting only focusses on the evaluation of financial state for a specific period of time with the data already collected. 

1.iv.- Types of activities included in data evaluation: all financial activities such as contracts, employees payroll, services, investments, events and so on. 

1.v.- Main functions of accounting

Accounting provides relevant information for different groups that interact in the business environment. From investors to managers the financial statements of the company can be the difference between the increase in sales or a higher budget. 

For company’s ledgers or creditors, accounting reports allow knowing the repayment ability of the business.  In terms of employees is clear that all the human force can have benefited from this information because of their salary, bonuses or vacation benefits. Regarding customers, financial information, and/or account balance can give the consumers and insight of the company’s social responsibility, status, and performance.

2.-  Role of accountants in modern business organizations

As the business globalization kicked in, also did the companies complexity. Nowadays a business can be established in different ways with share ownership and several investors. Therefore, the increase of options to establish a company such as partnerships, free zones, sole ownership and limited liability, opened a completely new world for accounting. 

Taking into consideration that the main role of the accountant is to keep the owner’s money safe through the liquidity of the company. In modern business, this role has been expanded and now the accountant has also the responsibility of account to the board of trustees in the company, the financial health of the same, report profits, communicate performance and support management decision making. 

3.- Accounting cycle

The accounting cycle consists of the steps to determine the financial situation of a business. It includes transactions, journal entries, posting, trial balance, worksheet, adjusting journal entries, financial statements and closing the books.
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Financial transactions that involve the company’s assets, such as hiring a new employee or buying a new computer, must be taken into consideration to gather the financial information and must be entered in the books to summarize that data and prepare the records and/ or financial statements that will report to the company’s director the business status. 

4.- 
 
	Accounting activities
	Why is performed

	1.- Inventory  
	To know all the company’s assets

	2.- Production of financial statements
	Gives an X-Ray of the business financial health

	3.-Books
	To keep all the transactions recorded chronologically

	4.- Payroll
	Accounts for the employees’ wages, vacations, bonus and so on.

	5.- Provision’s estimate
	It helps the company have some money saved in case of expenses out of the budget

	6.- Bank reconciliations
	To know the real financial statement 

	7.- Cash Count
	Allows the company to know how much cash money they have available 
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a) To keep systematic records


All the financial transactions of any business needs to be recoded in the accountant book. That's why it's important to keep all the invoices and receipts.


c) To ascertain the financial position of the business


It gives an insight, a sort of XRays of the business financial situation. 


b) To ascertain the results of the operation


It assist the business to know the exact amount of losses  and profits to make decisions  ahead.


d) To portray the liquidity position


For business it's imperative to know the amount of money they have already compromise to pay for services and the total amount they are going to have after those payments are made, in order to know how much money they can invest or spend. 


e) To facilitate decision making


Knowing how much money the business has, allows the management to make decisions on purchases, investments, services, human resouces, with knowledge. 


f) To satisfy the requirement of law


Comply with the law is an important aspect to mantain the liability of the company. 
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