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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 – a – The dual aspect concept of accounting relates to the double entry method of accounting. This concept states that every transaction should be recorded in two different accounts, the account from where the amount is cashed out, and the account where the amount in received. For example, if a company purchases £100 in raw materials for production, this transaction should be recorded in the cash account as paid out, and in the materials account as paid in.

1 – b – The “Convention of Materiality” relates to the significance of a transaction, and it states that a transaction does not need to be recorded if the size of this transaction is small enough that recording it has no impact, or benefit, in a financial statement. For example, if a company with £10.000.000.00 in assets, spends £5.00 on a new desk lamp, this transaction would have no impact in the company’s ability to do business, therefore, there is no necessity of recording this transaction.

1 – c – The accounting equation is based on the principle that a firm’s assets is equal to the sum of claims against those assets, and is expressed as “Assets = Liabilities + Capital”. For example, a small company buys machinery worth £1.000. The company has £600 of its own money, and borrows £400 from the bank. Now, the company’s assets are worth £1.000, £400 of this amount is liabilities and £600 is capital.

1 – d – GAAP stands for “Generally Accepted Accounting Principles” 

1 – e – Liabilities: The sum of all amounts of money and resources owed to another party.
            Assets: All the resources owned by a company that have a monetary value.
            Revenue: The amount of money a company receives during a certain period.

2 – Business Entity Concept: This concept states that the business is separate from the people who own it, and any personal expenses of the owners do not appear in the financial statements of the company. This requires transactions to be recorded separately for the owners and for the business.

Money Measurement Concept: This concept states that only transactions that are capable of being measured in monetary values are presented in the financial statements of the company. Any transaction that cannot be directly measured in terms of money will not recorded.

Continuity Concept: This concept assumes that a business entity will continue to operate until the foreseeable future and that the company does not need to liquidate its assets. This means that the value of a company’s assets are considered a going-concern and that they are not currently measured in monetary terms. If a company ceases its operations, the assets will then be measured in current value in order for this assets to be liquidated.

Cost Concept: This concept relates to the recorded value of assets. Any assets acquired by the business are recorded with the monetary value that it was purchased. This does not take into consideration the depreciation of the asset over time, therefore, the monetary value assigned and recorded might not reflect their current market value at that particular time.

[bookmark: _GoBack]Accrual Concept: This concept states that any transaction should be recorded in the period they occur, whether or not a cash payment was made at that same exact time.

Conservatism Concept: This concept states that if two alternatives exist, the one resulting in the least amount of revenue and value of assets should be adopted. This in order to prepare for an eventual setback, rather than to take a profit from granted and then not realizing that profit. This approach should be applied rationally in order to not over misrepresent the actual situation of the company.

Materiality Concept: This concept states that small transactions with an insignificant impact to the company’s ability to do business should be ignored. This because the effort necessary to treat this information is not worth the benefit that the business gains from it. 

Consistency Concept: This concept states that procedure for treating and recording financial information should be the same in order to create consistency and allow comparability between reports.

Periodicity Concept: This concept states that reports should be issued periodically about the company’s wealth, in order to keep interested parties up to date. These reports are issued for both internal and external users, and the time period varies according to the intended user, although a common practice of a twelve-month period is used for external users, and a three-month period for internal users. 

3 – Accounting is the language of business, therefore, it is necessary that all entities speak the same language in order to enable exchange of information between parties. By following accounting standards, companies ensure that their financial information is presented in the same way as the information of other companies, this enables investors to compare statements and ensure that an informed decision is made, and their limited resources are allocated where they are more beneficial to them. It also ensures that the information presented by a company to the external users has not been selected and edited in a way that provides a false beneficial image of the company’s financial health. 
Standards have become more and more of a necessity due to the globalization of the market and the society. In such a large scale operations and transactions, it is imperative that the communication between parties follow the same rules and guidelines in order to facilitate everyday business operations. If every company followed their individual rules, this would greatly limit their ability to grow and develop.
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