2 (a)

(a) Investors. The providers of risk capital and their advisers are concerned with the risk inherent in, and return provided by, their investments. They need information to help them determine whether they should buy, hold or sell. Shareholders are also interested in information which enables them to assess the ability of the enterprise to pay dividends. 


(b) Employees. Employees and their representative groups are interested in information about the stability and profitability of their employers. They are also interested in information which enables them to assess the ability of the enterprise to provide remuneration, retirement benefits and employment opportunities.

(c) Lenders. Lenders are interested in information that enables them to determine whether their loans, and the interest attaching to them, will be paid when due. 


(d) Suppliers and other trade creditors. Suppliers and other creditors are interested in information that enables them to determine whether amounts owing to them will be paid when due. Trade creditors are likely to be interested in an enterprise over a shorter period than lenders unless they are dependent upon the continuation of the enterprise as a major customer. 

(e) Customers. Customers have an interest in information about the continuance of an enterprise, especially when they have a long-term involvement with, or are dependent on, the enterprise.

(f) Governments and their agencies. Governments and their agencies are interested in the allocation of resources and, therefore, the activities of enterprises. They also require information in order to regulate the activities of enterprise determine taxation policies and as the basis for national income and similar statistics.

(g) Public. Enterprises affect members of the public in a variety of ways. For example, enterprises may make a substantial contribution to the local economy in many ways including the number of people they employ and their patronage of local suppliers. Financial statements may assist the public by providing information about the trends and recent developments in the prosperity of the enterprise and the range of its activities. 

(h) The management of an enterprise has the primary responsibility for the preparation and presentation of the financial statements of the enterprise. Management is also interested in the information contained in the financial statements even though it has access to additional management and financial information that helps it carry out its planning, decision-making and control responsibilities. Management has the ability to determine the form and content of such additional information in order to meet its own needs.

Any point raised from the above will attract a mark of 1

(b)
Advantages
1. Faster and efficient in processing of information;

2. Automatic generation of accounting documents like invoices, cheques and statement of account;

3. With the larger reductions in the cost of hardware and software and availability of user-friendly accounting software package, it is relatively cheaper like maintaining a manual accounting system;

4. More timely information can be produced;

5. Many types of useful reports can be generated for management to make decisions 

6. No calculation errors provided input given is correct
7. Less human error, faster, easier to query and can increase internal controls if put together right.

8. Improved you to manage and drive your business with reports & graphs at the touch of a button

Any point raised from the above will attract one mark
Disadvantage

1. If memory gets lost every thing is lost. However that can be overcome by keeping record in USB) 

2. requires indepth knowledge of computer accountancy

3. problem of viruses

4. Power failure, computer viruses and hackers are the inherent problems of using computerised systems;

5. Once data been input into the system, automatically the output are obtained hence the data being input needs to be validated for accuracy and completeness, we should not forget concept of GIGO (Garbage In (Input) Garbage out ( Output) and

6. Accounting system not properly set up to meet the requirement of the business due to badly programmed or inappropriate software or hardware or personnel problems can caused more havoc and

7. Danger of computer fraud if proper level of control and security whether internal and external are not properly been instituted.

Any point raised from the above will attract one mark

(c)

As end-user computing becomes more pervasive, an organisation's success increasingly depends on the ability of end-users, usually in managerial positions, to extract appropriate data from both internal and external sources. Many of these data sources include or are derived from the organisation's accounting information systems. 
Employing information technologies need more consent than just its implementation, because it did not had any quantitative measure. With its absent of quantitative measure, effectiveness and efficiency of information system application cannot be measured directly. This condition brings to indirect measure of information system implementation. 
User related factor not had significant on accounting information system success implementation. External expertise factor had significant on accounting information system success implementation. Environmental factor had no significant impact on accounting information system success implementation. Management factor had positive impact on user relate factor. 
(d)
Ethics and principles deal with the expected behaviour and accountability of the accounting profession. 

When you become an accountant, you should be familiar with the standards and rules of the position, accept personal responsibility for the foreseeable consequence of your actions, and realise the long-term effects of your behaviour on the accounting industry and the citizens.  At all times, an accountant should conduct themselves with integrity, dignity, and respect for the position held in society.

Other than the courtroom, the accounting profession has its own board of peers that oversees the discipline of members that do not behave in the moral and ethical way they are expected.  Suspension of their license, termination of their right to practice, and eve payments of investigation, fines, and penalties associated with their behavior are very common.  
Ethics are important in accounting to maintain the level of trust with companies and independence to perform necessary accounting functions. For example, A CPA must maintain ethical standards in business transactions with clients, colleagues and regulators. Professional standards require an accounting expert to avoid or disclose illegal acts, fraudulent tax reports and significant errors in financial statements. An accountant could disclose such facts to a superior, a company's senior managers, law enforcement or regulators. 
(Any three ethical requirements raised from the above will earn a maximum of 6 points)


3 (a)
There are two types of accounting information - financial accounts and management accounts.

Financial accounts describe the performance of a business and the business has to file this information at Companies House. Management accounts are aimed at helping to plan a business and making decisions about key areas such as sales, margins and stock. Financial accounts are a historical record of a business' performance over a past period - usually one year - for the benefit of external users such as shareholders, employees, suppliers, bankers and authorities. Financial accounts normally include the following elements.

Profit and loss account: This measures a business' performance over a given period of time, usually one year. It compares the income of the business against the cost of goods or services and expenses incurred in earning that revenue. Limited companies are obliged by law to prepare a set of financial accounts each year and publish them by filing a copy with Companies House.

Management accounts: Management accounts are invaluable in helping a business to make timely and meaningful management decisions about its activities. Different businesses will have different management accounting needs, depending on the business areas that are important to them. These can include:
· the sales process - including pricing, distribution and debtors 

· the purchasing process - including stock records and creditors 

· a fixed asset register - details of all fixed assets, including identification numbers, cost and date of purchase, etc 

· employee records 

There is no legal requirement to prepare management accounts, but it is hard to run a business effectively without them. Most companies produce them regularly - eg monthly or quarterly. Management accounts analyse recent historical performance and usually include forward-looking elements such as sales, cashflow and profit forecasts. The analysis is usually performed against forecasts and budgets that have been produced at the start of the year. See our guide on budgeting and business planning.

The information in management accounts is usually broken down so that the performance of different elements of the business can be measured. For example if a business has more than one sales outlet, there might be a separate report for each. There may also be a report produced to show how well a particular product has done across different outlets. For businesses selling more than one product, it is advisable to provide a financial breakdown for each product category. This will allow you to ensure that profitable products are not subsidising those that are selling poorly, unless you 

Financial and management accounts: the basics

Management accounts will enable you to:

· compare your accounts with original budgets or forecasts 

· manage your resources better 

· identify trends in your business 

· highlight variations in your income or spending which may require attention 

They should be used for the following:

Record keeping
· recording business transactions 

· measuring results of financial changes 

· projecting financial effects of future transactions 

· preparing internal reports in a user-friendly format 

Planning and control
· collecting cash 

· controlling stocks 

· controlling expenses 

· co-ordination and monitoring of strategy/performance 

· monitoring gross margins 

Decision making
· using cost information for pricing, capital investment and marketing 

· evaluating market and product profitability 

· evaluating the financial effect of strategies and pla

Any point raised from the above with detailed explanations will attract 2 points each. A maximum of 10 points will be awarded for all the five points raised.
Bottom of Form

(b)

The IASB structure has the following main features: the IFRS Foundation is an independent organisation having two main bodies, the Trustees and the IASB, as well as the IFRS Advisory Council and the IFRS Interpretations Committee formerly the IFRIC. The IASC Foundation Trustees appoint the IASB members, exercise oversight and raise the funds needed, but the IASB has responsibility for setting International Financial Reporting Standards or international accounting standards. 
It is an independent regulatory body, based in the United Kingdom that aims to develop a single set of global accounting standards. Board members come from nine countries and have a variety of functional backgrounds. The Board is committed to developing, in the public interest, a single set of high-quality, understandable, and enforceable global accounting standards that require transparent and comparable information in general-purpose financial statements. In addition, the Board cooperates with national accounting standard setters to achieve convergence in accounting standards around the world.

Any point raised by a candidate will attract a point of 2 and a maximum of 6 for three.
(c)

The primary objective of the Standards Advisory Council of the International Accounting Standards Board (SAC) is to provide a forum where the International Accounting Standards Board (IASB) consults individuals, and representatives of organisations affected by its work, that are committed to the development of high quality International Financial Reporting Standards (IFRSs). As part of that consultative process the SAC gives advice to the IASB on a range of issues which includes, but is not limited to, the following:

1. input on the IASB’s agenda;

2. input on the IASB’s project timetable (work programme) including project priorities, and consultation on any changes in agenda and priorities; and

3. Advice on projects, with particular emphasis on practical application and implementation issues, including matters relating to existing standards that may warrant consideration by the International Financial Reporting Interpretations Committee. In view of the importance of the IASB’s agenda and priorities, once these have been determined by the IASB, changes thereto are expected to be the subject of consultation with the SAC.

(d)

Generally Accepted Accounting Principles (GAAP) is a term used to refer to the standard framework of guidelines for financial accounting used in any given jurisdiction which are generally known as Accounting Standards. GAAP includes the standards, conventions, and rules accountants follow in recording and summarising transactions, and in the preparation of financial statements. GAAP is a codification of how CPA firms and corporations prepare and present their business income and expense, assets and liabilities on their financial statements. GAAP is not a single accounting rule, but rather the aggregate of many rules on how to account for various transactions. 

A maximum of 2 points is earned from this definition
(e)

Historical cost is a term used instead of the term cost. Cost and historical cost usually mean the original cost at the time of a transaction. The term historical cost helps to distinguish an asset’s original cost from its replacement cost, current cost, or inflation-adjusted cost. For example, land purchased in 1992 at cost of $80,000 and still owned by the buyer will be reported on the buyer’s balance sheet at its cost or historical cost of $80,000 even though its current cost, replacement cost, and inflation-adjusted cost is much higher today. The cost principle or historical cost principle states that an asset should be reported at its cost at cash or cash equivalent amount at the time of the exchange transaction and should include all costs necessary to get the asset in place and ready for use.

The main advantage of using historical cost on the balance sheet for property, plant and equipment is that historical cost can be verified. Generally, the cost at the time of purchase is documented with contracts, invoices, payments, transfer taxes, and so on. The historical cost of plant and equipment is also used to determine the amount of depreciation expense reported on the income statement. The accumulated amount of depreciation is also reported as a deduction from the assets’ historical costs reported on the balance sheet. 

The use of historical cost is also a disadvantage to those users of the financial statements who want to know the current values.

A maximum of 8 points should be awarded to candidates who demonstrate detail knowledge on the HCC, its advantages and disadvantages.
4 (a)

The IASB Framework was approved by the IASC Board in April 1989 for publication in July 1989, and adopted by the IASB in April 2001. The Framework document sets out the concepts that underlie the preparation and presentation of financial statements for external users. The Framework deals with: 

· The objective of financial statements; 

· The qualitative characteristics that determine the usefulness of information in financial statements; 

· The definition, recognition and measurement of the elements from which financial statements are constructed; and 

· Concepts of capital and capital maintenance. 

The Board of IASC recognises that in a limited number of cases there may be a conflict between the Framework and an International Accounting Standard. In those cases where there is a conflict, the requirements of the International Accounting Standard prevail over those of the Framework. As, however, the Board of IASC will be guided by the Framework in the development of future Standards and in its review of existing Standards, the number of cases of conflict between the Framework and International Accounting Standards will diminish through time.
3 points raised from the above with few explanations will attract a maximum of six marks

(b)
Accounting policies are the general financial principles an organisation uses to report its earnings and losses. Policies differ from industry to industry, but they generally deal with expenses, inventory pricing, investments, payroll and other essential business categories. This flexibility brings up many questions and issues for those reporting the numbers and requires accountants to closely monitor results.

Accounting policies are designed by accountants but carried out through management. One example is a company where policies are in place that requires inventory pricing to be meticulously documented to account for each department's budget. Another example is a company that requires a more specific distillation of expenses, such as an itemised showcase of research and development costs. Projections also are key for some industry policies, such as in the banking industry, where many accounting policies require an estimation of how many loans are predicted to fail and their financial ramifications. Accounting policies are most used when reports are written. Whether monthly, quarterly or annual, a successful set of policies will result in a clear picture of a company's financial standing. An unsuccessful set of accounting policies will result in a skewed view of a company's performance and financial standing in a report. 

Accounting standard is a selected set of accounting policies or board guidelines regarding the principal and method to be chosen out of several alternatives. It contains the principles governing accounting practices and determines the appropriate treatment of all financial transactions. Furthermore, it is the subject of guidelines issued by the International Accounting Bodies in respect of financial transactions. Some accounting standards are:

1. Separate entity

2. Dual entry

3. Going concern

4. Accounting period

5. Monetary measurement 

6. Cost concept, recording assets on purchase price not on market value

7. Revenue recognition i.e. entry of a transaction in books at the time of accrual not at time of payment or receiving

8. Matching method, Bifurcation of items as direct/indirect between trading & P&L a/c

9. Accrual concept 

10. Consistency in using the rules & methods of accounting
A maximum of four points would earned out of this question

(c)

Inflation accounting is a term describing a range of accounting systems designed to correct problems arising from historical cost accounting in the presence of inflation. Inflation accounting is used in countries experiencing high inflation or hyperinflation. For example, in countries experiencing hyperinflation the International Accounting Standards Board requires corporate financial statements to be adjusted for changes in purchasing power using a price index. Ignoring general price level changes in financial reporting creates distortions in financial statements such as
· reported profits may exceed the earnings that could be distributed to shareholders without impairing the company's ongoing operations

· the asset values for inventory, equipment and plant do not reflect their economic value to the business

· future earnings are not easily projected from historical earnings

· the impact of price changes on monetary assets and liabilities is not clear

· future capital needs are difficult to forecast and may lead to increased leverage, which increases the business's risk

· when real economic performance is distorted, these distortions lead to social and political consequences that damage businesses (examples: poor tax policies and public misconceptions regarding corporate behavior)

3 points may be earned for producing a master piece of information from the above
(d)

Fra Luca Pacioli was a Franciscan friar and was often called the "Father of Accounting," He was the first to describe a method used by merchants in Venice during the Italian Renaissance period. His system included most of the accounting cycle as we know it today. For example, he mastered the use of journals and ledgers, and warned that a person should not go to sleep at night until the debits equalled the credits! His ledger included assets, receivables and inventories, liabilities, capital, income, and expense accounts. He demonstrated year-end closing entries and proposed that a trial balance to be used to prove a balanced ledger. Also, his treatise alludes to a wide range of topics from accounting ethics to cost accounting. 

Pacioli was 49 years old in 1494 when he returned to Venice for the publication of his fifth book, Summa de Arithmetica, Geometria, Proportioni et Proportionalita (Everything about Arithmetic, Geometry and Proportion). It was written as a digest and guide to existing mathematical knowledge, and bookkeeping was only one of five topics covered. The Summa's 36 short chapters on bookkeeping, entitled De Computis et Scripturis (Of Reckonings and Writings) were added "in order that the subjects of the most gracious Duke of Urbino may have complete instructions in the conduct of business," and to "give the trader without delay information as to his assets and liabilities.
A good explanation from the above suggested solution would earn candidate 4 marks
(e)

The nature of this type of enterprise implies that any increase in net assets arising from the activities of the undertaking must be applied to improve the community services rendered by the specific organisation. The increase in the net assets of the entity does not accrue to the persons supporting the organisation (e.g. the members). Depending on the type of undertaking, equity is usually furnished by grants from state or authorities, donations or membership fees. These contributions to equity do not confer the same rights as contributions to the equity of a limited company confer on shareholders and therefore, different accounting practises apply to these enterprises.

Bearing in mind to principle, the financial accounting must provide economically interested groups with a comprehensive review of what the particular organisation achieved during a specific period or at the end of its financial accounting year. The accounting records and system developed for an economic entity must be logical and consistent and must be related to the objectives of the entity, as well as the circumstances in which it conducts its activities. Because of the typical characteristics of non-profit organisations, the primary aim of accounting reporting should be to provide control over sources by means of accounting responsibility. Seeing that the function of stewardship is basic to this type of organisation and because responsibility for profit is not associated with this type of entity, most non-profit associations and organisations use the so-called funds accounting procedures for financial reporting.

A maximum of 3 points would be earned by candidate who writes around the points above

