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a.
The concept of dual aspect is a double entry recording, ie every transaction will have a recordation in two accounts. Ie when the business borrow money, the cash account will increase as will the loans payable, or if it makes a cash payment from cash reserves as a result from its profits to buy a factory, the assets will increase but the cash reserves will decrease.

b.
The concept of materiality states that small insignificant transactions don’t need the same attention as the more significant transaction, Basically you need to balance the amount of time with the value / importance of the transaction.

c.
The accounting transaction is Assets = Liabilities + Capital


d.
Gaap stands for ‘Generally accepted accounting principals.

e.
e.1 Liabilities- this is the companies legal debts which the company accepts as a result of carrying out business activities.

e.2 Assets – An item of economic value owned by the business / entity that can be converted to cash, it is an item that can create future economic growth, either from using it or from resale of the item. For example a business might purchase a warehouse, they will use this premises to store the products when they produce excess product when the raw materials are cheaper, but should they need the cash at a later stage, they can sell it.

e.3 Revenue-The amount of money a business / entity will make during a specified duration. This is the gross amount, ie if you were a business, it would mean the amount of money you earn in a year before taxes, rent, medical, etc.
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Accounting Concepts:
Business entity concept – defined by the accounting equation Assets=Liabilities + Capital, a business entity is established to create wealth, a business can be a sole proprietorship, partnership, ect, Each type of business has its own form of legal concept which defines the liabilities.

Money measurement concept - If it cannot be expressed in a monetary value. it is not recorded, this is a loophole, it does not account for inflation, it does not take into account knowledge that could actually depict a different financial status of the business, for example, should the accountant know that the particular item that the business manufactures has been forced by the government from entering a specific country which could potentially hurt the business in the future, they will not record this as it has no financial expression.

Continuity concept – the business is a going concern, it is the hope that the business will not be liquidated in the foreseeable future, the business, assets and items manufactured are represented at market value, if the business was going to be liquidated then they would be valued at current value, which could be substantially less. ( liquidation value )

Cost concept - this states that the value of land, machinery, buildings etc are called assets, the value of the assets is the same as that which was what was paid for it, ie you bought it for 100 pounds, its value is 100 pounds. Depreciation is a tool to allocate this ‘cost’ over the life of the asset.  The cost concept fulfils three criteria, relevance, objectivity and feasibility.

Accrual concept – since the movement of cash does not coincide with the exchange of services / goods, ie, 
[bookmark: _GoBack]A business will buy a new printer at the beginning of June, but only pay end of July as the business would send them an invoice at the end of June, the invoice will state payment is due 30 days from invoice, ( the accountant of the firm selling the printer would post an accrual for the end of July – as this is when they expect the money to come in )
In the interim, the business that received the printer would have sold that printer to another client and received the money for it at the end of June as they would have sold it as soon as they received it and also stated that payment was due 30 days after delivery. ( this accountant will post an accrual for end of June as this is when they would receive the funds for the transaction, ie the same time period of sale must reflect the income from that sale )
Accrual states that revenue is received either before the right to receive it or after the right to receive it.

Conservation concept – Zig Ziglar stated that you should expect the worst, plan for the best and capitalise on the outcome,  basically the conservation concept is to expect no profits, but plan for all potential losses.  So basically provide minimum possible revenues and asset valuations, yet set generous amounts for expenses and liabilities. The tool to allow this type of accounting is contingency, this however gives an unfair determination of profit and the financial position of the business. 

Materiality concept  - this concept states that one must proportion the amount of treatment to the size and importance of the transaction, this usually means that the respective accountant and business will set specific parameters with which to work, ie for a multi national business, any transaction from $0 to $100 000 might require little attention since the average trading price of the inventory is $ 10 000 000.00 however a small local business might place this threshold to around $1000 since there inventory costs average around $40 000. Its all relevant and therefore requires logic, experience and a bit of mathematical computing to establish the norm.

Consistency concept – this concept applies to having one method of accounting and presentation of the accounts, as well as a specific manner of depreciation, trade discounts, rate of exchange, value of inventory etc, From the first time you do your accounting calculations, you must always apply the same equations, always apply the same format for presenting your findings and always offer the same footnotes in the same format, font, etc. this allows comparison of figures as they will always be in the same format and having used the same benchmark to attain the results. It also contributes to transparency.

Periodicity concept – one should always release reports etc at the same time year on year, I use the words year on year since this represents a 12 month cycle, whether you use the goverments financial year, or the calendar year or your own ‘open-close’ period, you must be consistent, if you released financial reports in June 2013, you mist release them in June 2014 and June 2015 etc.
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Accounting standards are necessary so as to enable stakeholders to come to there own conclusion of which business to invest in, if they can compare price earnings, return on investments, dividend payouts, they will need a benchmark to draw there own conclusions,  if all business used there own means and methods to determine the going concern of the business, there will be no reference point, you also lose transparency, should a business wish to hide the fact that they are losing money, they can alter there records in a ‘legal’ way to hide the loses, ie change the amount of periods of reporting, or they can re arrange the value of assets, lower the depreciation rates or inflate the value of assets, etc.

The standardization of accounting standards mean that stakeholders will trust what they see and make informed decisions. If standards were not met, people could mislead the stakeholders which could ultimately affect the nation as a whole, ie the ratings agencies would downgrade the value of the stock etc.

Should a country lose its credibility on the market, it would make borrowing money more expensive which means that eventually it might default.

The impact of business’s not following the standards is monumental, sometimes I would say that you cannot measure the true effect.
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