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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. 
	Please insert your completed assignment ( in word format)  here:
1 

i. Dual aspect concept is the basic concept in accounting where every transaction has a giving and receiving benefit. For example, when a company acquires an asset (receiving) it must pay for it (giving). Therefore
A debit and credit entry would be noted in the accounting books, in other words a double entry system is applied.So, for each and every debit there must be a corresponding credit and vice versa. The accounting equation is the basis of the dual aspect concept and the equation “Assets= Liabilities + Equity” always needs to be satisfied.


ii. In the materiality concept, only important facts and items are shown and recorded while other small transactions are not given the same attention and are seen as insignificant and immaterial. For instance, if a company bought 4 month supplies of office stationary for $200, the company would expense it all in next month’s account rather than spreading the cost for 4 months ($50 per month). However, accountants must consider the purpose of the financial report and its intended audience in order not to abuse the materiality concept; and since materiality judgments can differ from one person to another, a uniform policy might be used.

iii. The Accounting equation is the foundation of double entry, the accounting equation implies that all assets are financed both by borrowing money or borrowing from shareholders in the company. Therefore, the accounting equation can be shown as: Assets = Liabilities + Equity. The basic equation shows that a company can fund the purchase of an asset with assets (a $100 purchase of equipment using $100 of cash) or fund it with liabilities or shareholder equity. Assets are a company’s resources (inventory, cash), liabilities are company’s amount it owes (account payable, wages) and equity is the amount left after liabilities are deducted from assets.


iv. The Federal Accounting Standards Advisory Board Developed GAAP (Generally Accepted Accounting Principles) in order to regulate and prevent any “creative” accounting. It allows all businesses to adopt a uniform accounting system and how information needs to be disclosed. However, since the business world is constantly changing (government regulations, economic status) the GAAP needs to always be revised and adapt to the changes that occur. 

v. 

· Liabilities: A claim against assets or a legal obligation of organization from a past or current transaction. Depending on the liability, it requires transferring of economic benefit at a specific or agreed upon date. Examples include accounts and wages payable, accrued rent and taxes, trade debt, and short/long-term loans.

· Assets: Any resource a company owns and controls that may provide present or future benefit. It increases the value of the firm and its power to benefit its business operations. Examples include land, cash, equipment, bonds, and contracts.

· Revenue: Amount of money that the company receives from its business activities. Also known as sales, companies can receive revenue from royalty, interests, deductions for returned merchandise and others.


2. 
· Business Entity Concept: This concept adheres that the business is treated separately from the people who own it as well as. A clear distinction has to be made between business transactions and personal transactions. Without this distinction, private and business affairs will be entangled and thus, no clear value of the frim will be available. In other words, it helps reporting profitability be more fair and objective

· Money Measurement Concept: Transactions that can be expressed in terms of money is accounted to records. Any other transaction that cannot be expressed in money will not be added. Examples of non-monetary transaction include inflation, resignation of a manager are such events which cannot be expressed in money. 

· Continuity Concept: This concept assumes that the business will continue its operations for a fairly long time, unless and until has entered into a state of liquidation. Value is measured by subtracting only input values from the revenue, Any inventory or unused resource will not be on their current market value.

· Cost Concept: An asset is ordinarily recorded at the price at which it was acquired (cost price). This cost serves the basis for the accounting of this asset during the subsequent period. Although the value might differ in the future, the booked value will always reflect the cost at which it was bought and should never be interpreted as the value of that asset. The cost concept is helpful in making truthful records. The records becomes more reliable, comparable and objective

· Accrual Concept: It is a method where the revenue (receiving cash) and the expenses (receipt) are identified and booked depending on the way the accountant wants, either before or after receiving them.

· Concept of Conservatism: The conservatism principle is the general concept of recognizing and estimating expenses and liabilities when the business is uncertain about the outcome of these expenses along with only recognize revenues and assets when they are being received. Basically, if there is any uncertainty regarding having a loss, the accountant must recording the loss. On the other hand, if there is any uncertainty about acquiring a gain, the accountant must not record it.

· Materiality Concept: The materiality principle states that any small transaction that has little impact on the financial statement of the company and might cause confusion to any party reading the financial statements can be ignored. This concept varies based on the size of the business. For instance, a multi-national company may consider a $100,000 transaction to be small and not take it total activity, but $100,000 could be overwhelming to a small firm, and so would be very material for that smaller company. 

· Consistency Concept: Once a business adopts an accounting principle or method, it has to continue to follow it consistently in future accounting periods. If a better method is introduced, the company needs to fully document the effects and add notes in the financial statement of the changes that they introduced. Any inconsistency can imply fraud or raise suspicion.

· Periodicity Concept: The accountant should report the financial position and its activities over a consistent time period (monthly, quarterly, or annually) the accountants will assume that the revenues and costs can be assigned or allocated to the appropriate accounting periods. 

3. Accounting standards are needed so that financial statements will be able to fairly and consistently describe financial performance. Without standards, users of financial statements would need to learn the accounting rules of each company and comparing between companies would be difficult. The accounting standards used today are GAAP and are used since the accounting profession has set them as appropriate. A universal accepted standard should be used to ensure that financial information set by companies is not tampered with, window dressed, and not presented to outsiders in a wrong way. It assures comparability, transparency, relevance, and audiences to have trust in what the company is displaying. To operate and grow, these companies must convince investors and creditors to contribute huge amounts of their own money voluntarily. 
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