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1.	
i.	
According to the American Institute of Certified Public Accountants (AICPA), accounting is “the art of
recording, classifying, and summarizing in a significant manner and in terms of money, transactions and
events, which are, in part, at least, of a financial character and interpreting the results thereof”.
[bookmark: _GoBack]ii.	 
Accounting fulfils different objectives depending on the specific requirements of businesses
iv.	”. Recording transactions/events, also known as journal entry
v.	analysing financial statements, analysing cash flows, and choosing
alternative courses of action for decision-making process
vi.	

 	Lenders : Creditors
 	Employees : hr 
 	Customers Debtors
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	Financial business transactions/events >> input data >> Book-keeping process

transactions/events
Input data
(Accounting Theory Framework)
output data
Fig. 1.3
Bookkeeping is common in all theories of accounting as it is an essential part of accounting. It is important
to know the users of information generated by accounting.
Users of Accounting
Accounting constitutes various inter connected activities from collecting and recording information to
analysing, evaluating and finally communicating it to interested parties. Information is meaningless unless
it fulfils a specific purpose.
Accounting operates as an information system as it has all the features of a system including inputs (raw
data), processes (human resource and equipment), and outputs (financial statements and reports).
Important observations can be made if accounting is considered as an information system. Firstly, the
needs of the ultimate users of accounting information are identified. If the needs are correctly identified,
the next step is to specify the nature of output or information that is required. Secondly, the nature of
output determines the nature of input or raw data that is required. Therefore, data that gives the required
information is selected.
There are various internal and external stakeholders in a business organization such as its managers,
shareholders, employees, customers, creditors, competitors, etc. The general public has a social interest
in the business’s activities, as well. Pressure groups, which lobby for a cleaner environment or customer
Book-keeping
process
Accounting
information:
Ledgers/Reports/
Statements
	

	


	Book-keeping process >>>> Accounting information:Ledgers/Reports/ -statement 


Statements

information: Ledgers/Reports/ Statements



	

	3.

	
	Transaction - Journal entries – Posting - Trial Balance – Worksheet - Adjusting Journal Entries - Financial Statements - Closing the Books

	



Activity 	(4)



a) The outcome of an enterprise or a business, i.e. revenues/losses, through income statements;
b) The financial health i.e. details of assets and liabilities through balance sheet;
c) The position of fund and cash through Fund Flow Statement/ Cash Flow Statement;
d) The efficiency of resource utilization through ratio analysis; and
e) The record and information of cost through cost sheet.
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