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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. 
	1.1 According to the American Institute of Certified Public Accountants (AICPA), accounting is “the art of recording, classifying, and summarizing manner and in terms of money, transactions and events, which are, in part, at least, of a financial character and interpreting the results thereof”.
1.2 Accounting fulfills different objective depending on the specific requirements of businesses and this are; to keep systematic records, to ascertain the results of the operation, to ascertain the financial position of the business, to portray the liquidity position, to protect business properties, to facilitate rational decision-making and to satisfy the requirements of law.
1.3 Accounting facilitates in making assessments of the values of businesses in terms of profits, losses, assets and liabilities. It gives the information that helps to decide the future course of actions. And this limitations; 1.Record keeping which helps in maintaining records of financial transactions only. 2. Accuracy of information generated by accounting system: financial health of business, including revenues, losses, assets and liabilities. 3. Value of assets: the true market of the assets is not normally reflected in balance sheets. Many assets enlisted in a balance sheet do not have any real market value at all. These assets may include patents, goodwill, preliminary expenses, etc. 4. Window Dressing: these actions may include and postponing the maintenance of plant and machinery, which will decrease costs and increases profitability in the short term but, such a strategy can lead to a complete disruption in production and operations when the machinery breaks down. 5. Changing price levels: accounting measures of performance and evaluation of financial position may not be accurate due to changing prices and changes in the value of assets.
1.4 “Recordative” is a Middle French recordatif, from late latin recordativus, from Latin recordatus + - ivus - ive is the one bearing or containing a record.
1.5 The types of activities that are included in data evaluation are; controls the business activities through budgets and standard costs, evaluating the performance of the business, analyzing financial statements, analyzing cash flows, and choosing alternative courses of action for decision-making process.
1.6 Lenders- can be given for the short-term or long term. Short-term creditors are also called trade creditors since they supply raw materials, goods and services. Long-term creditors are those who give loans for longer periods of times (usually more than a year) and issue the loans in the form of secured loans. In other words, they are interested in company’s credit worthiness, liquidity, profitability, etc.
Employees- employees are considered important users of the company’s financial information, as their input is required for matters such as settlement of wages, bonuses, output benchmarks, and profit sharing.
Customers- a party that receives or consumes products (goods or services) and has the ability to choose between different products and suppliers. The information also gives an insight into social responsibility of businesses. Including profits and outputs generated by businesses.
2. The role of accountants in modern business organizations today, accountant is a role model for entrepreneurs. He does not do the full time employment under the control of any organization. His accounting records are always updated. It assists in keeping and managing record of transactions of a business or a firm. Provides useful information about all the financial operations of a business. Helps in making important economic decisions by analyzing the past performance. Undertaking a comparative study of profits, losses, sales, revenues, and expenses in different years.
3. The accounting cycle is the name given to the collective process recording and processing the accounting events of a company. The series of steps begin when a transaction occurs and end with its inclusion in the financial statements.
The accounting cycle starts with 1.Ttransactions which include sale of an asset, acquiring new equipment, paying off loans, recovering debt, capital from the company’s asset. 2. Journal entries these journals are called books of original entry and they contain a record of business transactions along with the date on which the transaction occurred. 3. Posting is the summary of all business accounts. Recorded in journals and are then posted to accounts that they belong to in the general ledger. 4. Trial balance is prepared at the end of an accounting  period, which can be a month, a quarter, or a year depending on the business’s practice. 5. Worksheet it often happens that the entries in trial balance do not balance. Inflows do not equal outflows, and certain corrections and adjustments have to be made. 6. Adjusting journal entries after the errors in trial balance are recognized corrections are made, the adjusted trial balance is prepared. 7. Financial Statements- profit and loss account and balance sheet are prepared using the correct and adjusted accounts. 8. Closing the books- Revenue and expense accounts are closed at the end of an accounting cycle and a new cycle begins with zero carry forward balances in accounts.
Activity
1. Financial Accounting is based on income statement and balance sheet. Records the profit or loss made during the year while its balance sheet indicates the company’s assets and liabilities.
2. Cost Accounting incorporates the application of costing principles and methods to ascertain costs so that management is able to control them and assets the profitability of their decisions.
3. Management Accounting prepares and present accounting information, which is meant to help the management in policy formulation and decision-making.
4. Social Responsibility Accounting social scientists, social workers, and the society, in general, are laying emphasis on the social environmental outcome of industrialization. Social responsibility accounting helps management in taking steps that are not only economically profitable but socially responsible as well.
5. Human Resource Accounting identifies and measures data regarding the company’s human resource and communicates it to interested parties. Acknowledges the contribution of a business entity’s employees and its intellectual assets in increasing profitability.
6. Inflation Accounting deals with adjustment of the value of current and fixed assets to the changes in prices.
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