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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: (15)
i. Define ‘Accounting’.

                 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”. 
                                                           American Institute of Certified Public Accountants (AICPA)

ii. Explain the primary objectives of accounting.
 
Accounting fulfils different objectives depending on the specific requirements of businesses. However, some basic accounting objectives are as follows:

1. To keep Systematic Records
2. To Ascertain the Results of the Operation
3. To ascertain the financial position of the business
4. To portray the liquidity position
5. To protect business properties
6. To facilitate rational decision – making
7. To satisfy the requirements of law

iii. Discuss the limitations of accounting.

Accounting has the following limitations:

1. Record keeping
2. Accuracy of information generated by accounting system
3. Value of assets
4. Window dressing
5. Changing price levels


iv. What types of activities are included in data evaluation?

Data evaluation  controls the business activities through budgets and standard costs, evaluating the performance of the business, analysing financial statements, analysing cash flows, and choosing alternative courses of action for decision-making process. Evaluation of data is one of the most important business activities.


v. Outline the main functions of accounting considering the following groups;

Lenders: Creditors, who are also known as lenders, can be given for the short - term or long - term. Shortterm creditors are also called trade creditors since they supply raw materials, goods and services. They usually lend money for a year or less. 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. Creditors are concerned with information about the company’s ability to pay its loans back – both in the short and long term. In other words, they are interested in company’s credit worthiness, liquidity, profitability, etc. Before lending money to the company, the creditors rely on the financial statements to know if the company will be able to pay back its debts in the foreseeable future.


Employees: Business organisation has moved beyond just maximising profits for shareholders to ensuring the welfare of its employees. The economic and social role of managers has undergone a shift as management theories have progressed. There is a realisation that a satisfied and highly motivated workforce is the most efficient and productive as well. Industrial democracy where there is greater participation of employees in managerial decision-making and more emphasis on employee feedback has taken the place of a more autocratic managerial style which focussed on maximising output. Therefore, 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: Consumers’ groups and other organisations, which look after welfare of
consumers and public, use information generated by accounting for several reasons. Through this accounting information, these organisations can analyse and keep a check on the performance and efficiency of businesses. The information also gives an insight into social responsibility of businesses. By looking at various accounting information, including profits and outputs generated by businesses, the consumers’ organisations can also keep a track of the growth of businesses and find out whether they are in line with the defined national goals.


2. Discuss the role of accountants in modern business organisations. (5)

The role of accountant is to provide financial information to management by researching and analyzing accounting data; preparing reports. 
· Prepares asset, liability, and capital account entries by compiling and analyzing account information.
· Documents financial transactions by entering account information.
· Recommends financial actions by analyzing accounting options.
· Summarizes current financial status by collecting information; preparing balance sheet, profit and loss statement, and other reports.
· Substantiates financial transactions by auditing documents.
· Maintains accounting controls by preparing and recommending policies and procedures.
· Guides accounting clerical staff by coordinating activities and answering questions.
· Reconciles financial discrepancies by collecting and analyzing account information.
· Secures financial information by completing data base backups.



3. What is accounting cycle? Outline the basic steps included in accounting cycle. (5)

The circular accounting workflow, also known as the accounting cycle consists of eight steps. Bookkeepers are assigned with the task to complete the accounting cycle. The cycle starts with entering financial transactions, processing them and preparing financial statements, and finally closing the books of accounts. It is a circular procedure because after the books of accounts are closed at the end of a particular accounting period, it starts again by recording transactions for the new period.

The eight basic steps involved in the accounting cycle are listed below.

1. Transactions
2. Journal entries
3. Posting
4. Trial Balance
5. Worksheet
6. Adjusting Journal Entries
7. Financial Statements
8. Closing the Books

Activity (5)
List the various accounting activities that an organisation under takes and give reasons for each as to why that particular activity is performed in the organisations.

1. Gathering financial information about the activities of  a business.
2. Preparing and collecting permanent records of business financial activities.
3. Rearranging, summarizing and classifying financial information into a more usable format.
4. Preparing reports and summaries to help management make decisions, to provide information for banks and investors, and the measure the profitability of a business.
5. Establishing controls to promote accuracy and honesty among employees.
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