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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. Give short answers for the following questions: (18)

i. Define ‘Accounting’.
Accounting is the  heart and the language of every business. 
The purpose of Accounting, is to monitor, calculate, record and interpret the financial transactions in the business, to show at any time, the income and expenses of the business by the Income Statement, and to provide a snapshot, of the financial situation of the business, by the figures of the Balance Sheet. 
By using the data and information, that accounting provides, the users of that data, can make the appropriate and best decisions for the business. Also, they can see how the business is performing, in comparison of the performance of the business, from the previous years, succeeding  or failing, and in comparison with the other competing businesses.

ii. Explain the primary objectives of accounting.
Accounting has various objectives, some of which are;
· To keep a recording of transactions, on a regular basis, so that the business can operate properly and profitably.

· To find out, what is the profit of the business, resulting from the various activities of the business, and that is accomplished by using the income statement. The income statement consists of the balance sheet and the profit and loss account. The financial loss or profit of the business, which is the result of the business activities, is expressed, by the income statement. 

The expenses and the revenues are matched for the particular period, and  they must relate to the same period, in order to find out, the profit or the loss of the business.

· To show the financial position of the business, in a particular period, by using the balance sheet. The balance sheet, shows what are the assets, liabilities, and capital of the business, in a precise and particular time.

· To show the liquidity of the business, which is how easy is for assets, to be turned into cash, and it is about all the cash expenses of the business, like paying cash dividends, paying cash for expenses. Etc..

· Accounting provides protections to the assets and the liabilities of the business, so nobody can intervene and make them to be used in an inappropriate way.

· When managers of the business or the owners of the business, whan to make decisions about the business, and its finances, they use the accounting data, from the balance sheet and the trading and the profit and loss account. 

· Tax authorities, and other government organisations, require by law, accounting records to be kept by the various businesses, for tax and other purposes.
iii. Discuss the limitations of accounting.
Accounting is concerned primarily, with keeping of records, of the financial transaction of the business, but it can not do anything about the various preferences of the customers, or about the skill of management, or human resource, and those are also things, which influence the business in one way or another.
Another thing to consider, is that although accounting provides information about the financial situation of the business, the reality is that there are certain ways accounting deals with measuring the various usability and depreciation of assets for example, where things can not be so precise. The reason for it, is because each company can employ a different method of depreciation of assets. For example, one company can use the straight line depreciation method, while another company can use the reducing depreciation method. So, each company determines, which method of depreciation of assets, they want to use.

And that applies not only for depreciation of assets, but also of choosing, how to value stock.
There are types of assets, which are not material, and are not included on the balance sheet, like patents, goodwill and others. If those assets are considered, they final financial results will be different.
Another way in which accounting shows its own limitations, is that it does not deal with situations in the business, where the so called 'windows dressing' practice is applied. That means the business continues to use its own equipment, without maintaining it properly, in order to have less expenses, and to grow its own profit, but if the equipment brakes down, that will affect the profitability of the business.
The value of assets changes, and so do their prices, so accounting has a limitation of monitoring and recording it correctly, as required.
iv. Explain the term “recordative”.
Accounting uses the process of recording financial transactions of the business, in the daybooks, journals, ledgers and finally in the financial statement, in order to keep an accurate financial records, for the performance, and profitability of the business, and for the tax purposes and the various regulating bodies. 
v. What types of activities are included  in data evaluation?
· budgetary control

· performance analysis

· funds flow analysis

· internal auditing

· analysing financial statements
vi. Outline the main functions of accounting considering the following groups;

 Lenders
Lenders or creditors as they are called, use the accounting information of a business, to find out, if the business in a good financial position, in order to borrow a loan from the creditor. If the business, is not I a good liquidity and profitability position, it will rise concerns for the creditor, lending money to the business, because, it means, there will be difficulties, for the business paying back the money to the creditor.

 Employees
The employees of an organization, and their feedback to the management of an organization, is considerate important, because, their feedback will have an influence on the wage, bonuses, and the sharing of profit. The management of organizations, realizes that the more satisfied are the employees, the better the productivity of the business. Therefore, employees are vital for the decision making of the business, and for the profitability of the business, while employees are also users, of the accounting information of the business, and partially helping of shaping it.

 Customers
Consumers groups, look after the welfare of the consumers, use the accounting information, in order to find out, the profitability and performance of the business, and to check the social responsibility of the business. 

Also, they can see how the business is growing and if it is fulfilling its goals, and all that is done by them using the accounting information, provided by the business. 

Please suggest information that each one is likely to need from accounting
statements and reports.

2. Discuss the role of accountants in modern business organisations. (4)
Accountants have the following roles, in various organizations;
There are different types of accounting, and each one of them, has its own different role to play, in many and various business organizations.
For example, The financial accounting, has to deal with the income statement and the balance sheet, which will show how the business is performing financially, if it is losing money or profiting, and what is the state of its own assets, liabilities and capital, at a particular time, shown by the balance sheet.
The cost accounting, on the other hand, has to deal with the minimization of costs for the business, and helps the managers, to have certain control over costs, and to apply various costs accounting principles, in order to bring an efficiency to the business, and to make sure, it benefits the profitability of the business.
3. What is accounting cycle? Outline the basic steps included in accounting cycle. (4)

The accounting cycle is a process in accounting, which is the various steps, for collecting and recording the financial transactions of the business. 

The accounting cycle starts with the recording of the invoices for the sale and purchases on credit, and other transactions like expenses, revenues, cash transactions, in the cash book and the daybooks like sales and purchase daybooks, the general journal, and latter, in the general ledger and the sales and purchase ledger.

1. Recording of the transactions in the daybooks, and general journal.

2. Posting the amounts from the daybooks, cash book, and the general journal, to the various ledgers like the general ledger, and the  sales and purchase ledgers. 

3. Extracting trial balance, from the accounts in the ledgers.

4. Adjusting entries by using the worksheet and the various accounts from the trial balance. 

5. After all the errors and other adjustments for the accrual and prepaid amounts, have been recorded and corrected, the new amounts are entered in the ledgers. 

6. A new adjusted trial balance is prepared. 

7. From the accounts in the trial balance, are prepared  the trade account, the manufacturing account, the profit and loss account, and the balance sheet.

8. Closing of the books is performed, by transferring the amounts from the balance sheet to the balance sheet for the next accounting period. 

Also, the expenses and revenues accounts are closed, and their balances are  transferred, to the profit and loss account, for that one particular accounting period.
Activity (4)

List the various accounting activities that an organization under takes and give reasons for each as to why that particular activity is performed in the organizations.

     1. Data creation and collection;

It is the collecting and creation, which helps to prepare the financial statements of the business. That data which is collected, shows what happened with the various financial transactions of the business.

     2. Once the data is collected, it then has to be recorded in the books of original entry, the general journal, and latter, in the general ledger, or other ledges. Every business organization, has to keep its business financial transactions, in proper way,  because that is required from the government organizations, and because the business, can see its own financial position, and make business decisions for the future, based on those decisions.

3. Data evaluation;

Data evaluation has to do with analysing the various business activities through using the financial statements, budget control, cash flow, and the evaluation of the performance of the business.

      4. Analytical and interpretive aspect of accounting;

This aspect of accounting is used by organizations for financial forecasting, budgetary projections, and capital project analysis. 
      5. Audit;
Auditing is a process in which, the accounting transactions and the financial statements of a business, are checked, and verified for any faults, or fraud.

Auditing accountants are hired by various organization for that purpose.

      6. Data reporting;
Data reporting is applied by organizations, to external and internal users. 

The internal reporting is to business managers, to help them see the financial position of the business, as well as its own performance, by the use of the financial statements, to help them make financial decisions for the business. 

The external data reporting by the organizations, is for the government, shareholders and any regulatory bodies. 
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