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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 w--rite 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. 
	Please insert your completed assignment ( in word format)  here:

Q1 
i. Accounting is the process of communicating financial information to people such as shareholders and managers, about a business.  This communication is generally in the form of financial statements.  The art relies on selecting the information that is relevant and reliable to the user.
ii. The primary objectives of accounting are:
· The systematic recording of business transactions.  This is done by keeping records in a book-keeping journal ledger and trial balances.
· Ascertainment of results.  This is to ascertain any profits earned or loss incurred by a business during a given period, by using trading profit and loss account or an income and expenditure account.
· Ascertainment of Financial Position.  This is for the business owner to determine how financially healthy the business is.  This is done using a financial statement showing the financial position with regards to cash, assets, liabilities and capital etc.
· Communicating Information to Various Users.  This is done by using financial reports and balance sheets.
iii. The limitations of accounting are:
· Record keeping.  Anything that have a direct or in-direct influence of the financial health of a company but are of a non-financial nature do not fall into accounting.  For example management skills etc.
· Accuracy of the information.  Accounting relies on both real and assumed estimates, and the methods used to determine depreciation and valuing stock, change from company to company
· Value of assets.  On balance sheets the true market values are not normally communicated.
· Window dressing.  This practice increases profits in the short term.  An action here may be postponing the maintenance of plant and machinery, which decreases costs and increases profitability
· Changing Price Levels.  Changes in the value of assets and prices may lead to inaccurate accounting measures of performance and evaluation of the financial position.
iv. The types of activities included in a data evaluation are budget and standard costs; evaluating the performance of the business; analysing cash flows, and choosing alternative courses of actions for the decision making process.
v. The main functions of accounting are:
· Record keeping Function.  This is to assist us to know the accurate financial position of entities, using journalizing, posting, and preparation of final statements.  This function will aid lenders knowing whether the company or business is financially secure to lend them assets or money.
· Managerial Function.  Daily operations are measured by setting up some predetermined standards and performance parameters.  This will aid lenders to establish if a business as a good management structure in order to invest in.
· Legal requirement function.  All registered firms must carry out audits and audits cannot take place without accounting, therefore accounting must be mandatory to meet legal requirements.  This will aid lenders by providing them with audited accounts and give the lenders an idea of the financial footing of the company.  Employees will be able to gain information as to whether they will be paid on time.  Customers can make use of information from accounting statements and reports to inform them as to whether the company will be there in the long term.
· Language of Business.  This is to communicate results of companies and firms to anyone that is interested.  Accounting paints a true and accurate picture of a business to foresee and highlight profit and loss.  This information will be useful to lenders as it shows whether the company will be able to continue to operate in the future.  It also will reassure employees that the company will be able to employ them in the long term.  It will reassure the customers that the company will be able to give them a warranty or guarantee on their purchases.

2. Accountants will be vital in the modern business organization and their roles will be dependent on the type of accounting the business enters into.  They preform financial functions relating to the company’s financial operations.  In small business this may be the only role of an accountant, but in larger organisations the accountant can advise and present the information to persons outside of the business; they can deal with third parties, such as vendors, customers and financial institutions.

3.  The accounting cycle has 8 steps:
i. Transactions.  Such as the sale of an asset, acquiring new equipment, paying off loans, paying dividends to shareholders etc.
ii. Journal Entries.  When a transaction has taken place these are them placed in a journal in chronological order.  They contain a record of the business transactions along with the date on which these transactions occurred.
iii. Posting.  This is a general summary of all business accounts, generally placed in a ledger.
iv. Trial balance.  At the end of an accounting period, which depends on the company, a trial balance is prepared.
v. Worksheet.  A worksheet is used to record adjustments that make the trial balance sheet balance.
vi. Adjusting journal entries.  When the errors from the trial balance have been identified and corrections made then journal entries can be adjusted.
vii. Financial Statements.  Using the adjusted correct accounts a profit and loss account and balance sheet can be prepared.
viii. Closing the Books.  Revenue and expense accounts are closed and a new cycle begins with zero carried forward balances in accounts.



Activity
1. Bookkeeping – to keep a record of all transactions
2. Cash flow management – to inform the company of their financial health.
3. Accounts payable and receivable – to inform the company of what bills have been paid and who has paid them
4. Credit and debt management – to inform as to the financial position of the company.
5. Profit strategies – to help the company forecast the future ways of making profits.
6. [bookmark: _GoBack]Cost containment and budgeting – to inform the company as to what available funds are there to be able to purchase or upgrade equipment or stock.
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