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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. i. Accounting is the art of recording, classifying, and summarizing in significant manner and in terms of money, transaction and events, which are, in part,at least, of a financial character and interpreting the results thereof.
ii. Objectives of Accounting
a. To keep systematic record - it involves the various daily business transaction recording which use to track the flow of the business.
b. To ascertain the results of the operation – it shows the profit and loss of the business in a particular period of time
c. To ascertain the financial position of the business – it reflects the financial position of the business with regards to cash, assets, liabilities, capital etc
d. To portray the liquidity position – it determines the entity’s liquidity and solvency, portrayed in financial reports
e. To protect business properties – keeps the updated record of the business’ assets and liabilities to prevent false claims against entity properties
f. To facilitate rational decision-making – accounting helps to analyze the different aspects of the business and decision-making
g. To satisfy the requirements of law – it implies to the law govern business operation required by company or other business entities to maintain up to date accounts
           iii. Limitations of Accounting
a. Record keeping – accounting helps to maintain records of financial transaction only. Any actions, dealing or events that have non-financial nature do not fall in accounting.
b. Accuracy of information generated by accounting system – the financial health of the business was analyzed by the accountants through revenues, losses, asset and liabilities.
c. Value of assets – the true market value of assets is not normally reflected in balance sheets.
d. Window dressing – These actions include postponing the maintenance of plant and machinery (or any expenses that can be hold in a little more time and business operation still running) which will decrease the costs and increases profitability in short term but such strategy is disruption in business operation when machinery breakdowns (or any primary equipment/machine use for production)
e. 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.
           iv. Recordative – the action or process of recording
            v. Activities in data evaluation - budgets and standard cost, evaluating the performance of the business, analyzing financial statements, analyzing cash flows, and choosing alternative courses of action for decision-making.
           vi. Main Function of Accounting 
a. Lenders – they need to know the stability and liquidity of company if they are capable to pay either short term or long term loans before they can lend the money.  The financial statements of the company will tell to the lenders the status of the company.
b. Employees – they are concern of the financial information of the company as their input is required for matter such as settlement of wages, bonuses, output benchmarks and profit sharing.  These are the motivating factors for them to become efficient and productive.
c. Customers – they can analyze and keep a check on the performance and efficiency of the business. This explains that the company performance can affect the quality of the product whether goods or services that customer will acquire.

	2. The role of accountants in modern business organizations – to generate information based on business transactions of financial nature. The financial statements are generated as an output of processing raw information for internal and external parties that are relevant to the business organization.  These statement and reports help in the decision making process as well as planning and controlling business activities.

	3. Accounting cycle is the circular accounting workflow. Below are the basic steps in accounting cycle
a. Transaction
b. Journal Entries
c. Posting
d. Trial Balance 
e. Worksheet
f. Adjusting Journal Entries
g. Financial Statements
h. Closing the Books

	4. Activity
1. Stewardhip Accounting – recording of day-to-day business transaction in journals or Book-keeping. It is a need of business owners to keep a record of their transactions for their properties, loans, money lend, etc.
2. Financial Accounting – to evaluate the profit and loss through Income statement, while assets and liabilities in balance sheet.  In this report help the investor or owner in decision making and minimize the risk of investment.
3. Cost Accounting – was developed to give the industrial management techniques to minimize costs and attain efficiency cost.
4. Management Accounting – prepares and present the accounting information, which is meant to help the management in policy formulation and decision making.
5. Social Responsibility Accounting – it helps the management taking steps that are not only economically profitable but socially responsible as well.
6. Inflation Accounting – deals with the adjustment of value of current and fixed asset to the changes in prices.
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