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	1:Give short answers to the following questions:
a)what is a dual aspect concept?
Is a fundamental convention of accounting that necessitates the recognition of all aspects of an accounting transaction. Dual aspect Concept is the underlying basis for Double Entry accounting system.

b) What do you understand by the term ‘convention of materiality’? 
There are no hard and fast rules to define which events are to be treated as material to
Immaterial, it depends on the accountant’s judgment and common sense. The materiality of
an event or transaction depends on the significance of surrounding events and transactions.
Materiality in accounting relates to the significance of transactions, balances and errors contained in the financial statements. 


c) What is accounting equation?
Is a mathematical expression used to describe the relationship between assets, liabilities and owner’s equity of a business
I.e.  Assets=Liabilities  + owner’s Equity

d)What does GAAP stand for?
General Accepted Accounting Principles.

e) What do you understand by the following terms?
· Liabilities- are rights of creditors, which represents debts of the business
· Assets-these are resources owned by the business
· Revenue-this refers to income that a company receives from its normal business activities, usually sales of goods and services to customers.

2. Explain the various types of accounting concepts.

Business Entity Concept-this concept implies that the business is separate from the people who own it and provide capital to it. The business entity concept can be expressed in the form of an accounting equation given below:-
Assets=liabilities + Capital
According to this equation, the business owns assets and owes its earnings to various claimants.

Money Measurement Concepts-Money is used to express different facts, events and business transactions in numerical terms. Anything that cannot be expressed in monetary terms is not recorded in accounting. Therefore it is one of the loopholes of money measurement concept that all business transactions cannot be taken into account.

Continuity Concept-according to this concept, the business entity is going to be a concern, it is assumed that the business will be in operation till the foreseeable future. This concept considers that the business owners have no intention of wrapping up the business and liquidating its assets, unless there is evidence to suggest otherwise.

Cost Concept-according to this concept, an assets is worth the cost that was paid at the time that it was acquired. in other words assets are recorded at their purchase price and any variation in the value of the asset afterwards is ignored for accounting practices. The primary reason why assets are recorded at their purchase cost not their market value is that the cost concept fulfills all three criteria of accounting being:- relevance, objectivity and feasibility.

Accrual Concept-In business operations, the obligation to pay the actual movement of cash may not coincide. Similarly, there is a difference between the right to receive cash and the actual receipt. The accrual concept in accounting acknowledges this distinction.

Materiality Concept-here small, insignificant transactions need not be given the attention and strict treatment as other significant transactions. The cost of giving these events the correct accounting treatment exceeds the usefulness of the information that is derived from them.

Consistency Concept-here the business organization must choose one out of the several possible ways to treat accounting events of the same nature and apply that particular procedure in all its financial statements.


3. Why do we need accounting standards? Discuss

-To provide information about the financial position of the business to interested parties such as investors and shareholders.

-To ensure that financial information is not manipulated to present the financial position of the company to outsiders the way owners like it.

-The public and other external parties must have trust in the information that they are provided and they must believe that the financial statement were prepared in accordance with strict principles of logic, fairness and consistency.

-A true understanding of the need for accounting standards comes about when you consider how the basic function of accounting i.e. information and communication, affects the society as a whole.

-Accounting information enables investors to allocate limited resources and capital in a way that they think would be most efficient, profitable and beneficial to them.

-If there were no appropriate accounting standards to abide by, the larger objective of maximizing the welfare of the nation would remain unfulfilled.

-Reasonable accounting standards should prevent an organization from reporting an increase in profits made possible only through changing accounting methods rather than by means of becoming more efficient or profitable.
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