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1a.What is dual aspect concept
Dual aspect concept is a fundamental convention of accounting that necessitates the recognition of all aspects of an accounting transaction. It is the underlying basis for the double entry accounting system. Double entry system is based on the duality principle and was devised to account for all aspects of a transaction. Under this system, aspects of transactions are classified under two main types:
-Debit
-Credit
Debit is the portion of the transaction that accounts for the increase in assets and expenses and the decrease in liabilities, equity and income.
Credit is the portion that accounts for the increase in income, liabilities and equity and the decrease in assets and expenses.
Debit and credit effects are structured in such a way that for each debit there is a corresponding credit and for each credit there is also a corresponding debit. Hence every transaction will have a “dual” effect, that is debit and credit effects.
b. Convention of materiality
This is a concept relating to the importance and significance of an amount, transaction. The objective of an audit of financial statements is to enable the auditor to express an opinion of whether the financial statements are prepared, in all material respect, in conformity with n identified financial reporting framework such as GAAP. The assessment of what is material is a matter of professional judgment. 
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The information is material if its omission or misstatement could influence the economic decision of users taken on the basis of the financial statements. Materiality depends on the size of the item or error judged in the particular circumstances of its omission. Materiality provides a cut-off point rather than being a primary qualitative characteristic which information must have if it is to be useful.

c. An accounting equation- The following is the formula for the accounting equation:
Assets= Liabilities + Capital
The financial position of a business is measured by its assets, which is what the company owns, liabilities which are what it owes to others and owner’s equity which is the difference between the assets and liabilities. From the accounting equation, the amount of assets has to equal the combined amount of liabilities plus owner’s equity.
If a company keeps accurate records, the accounting equation will always balance meaning the left side should always equal the right side. The balance is maintained because every business transaction.

d. GAAP- This stands for Generally Accepted Accounting Principles. It is a collection of rules and procedures and conventions that define accepted accounting practices, it includes broad guidelines as well as detailed procedures. GAAP exists to ensure that accountants use the same standards so that comparison of financial statements 
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between or within a company is easy and accurate. These set of rules also ensure transparency and consistency in accounting.

e. Liabilities- A liability is a present obligation of the company arising from past events, the settlement of which is expected to result in an outflow from the company of resources embodying economic benefits. A liability is reported in a company’s balance sheet. An example of a liability is accounts payable. These arise when a company purchases goods or services on credit from a supplier. When the company pays the supplier, the company’s accounts payable is reduced. Other examples of liabilities include; loans payable, interest payable, wages payable and income taxes payable.
Assets- These are resources or things of value that are owned by a company. Examples of company assets reported on the balance sheet are: cash, accounts receivable, inventory, investments, land, buildings and equipment. Assets are classified as fixed assets and current assets.
Revenue- These are fees earned from providing services and the amounts of merchandise sold. Examples of revenue amounts include; sales, service revenue, fees earned, interest revenue, interest income. Revenue accounts are credited when the services are performed or billed therefore will usually have credit balances.

2. Types of accounting concepts
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Entity concept- A business entity is an organization established to accomplish shared goals and objectives. The business entity concept can be expressed in the form of an accounting equation.
Assets= Liabilities+ Capital
The business owns assets and owes its earnings to various claimants. The accounting concept of business entity for sole traders is different from legal concept. Income, expense, assets and liabilities which are not related to the sole trader business are excluded from the business accounts. The sole trader is legally required to settle business loans even if he or she has to utilize personal assets.
In partnerships, business liabilities are settled using business assets and any surplus assets or income is used to pay off personal liabilities of partners.

Continuity concept- It is assumed that the business is a going concern meaning that it will continue trading for a fairly long time, unless and until it has entered into a state of liquidation. The 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. 

Accrual concept- In the accrual system revenue and expenses are identified with specific periods of time like a month, half a year or a year. It implies recording of revenues and expenses of a particular accounting period, whether they are received, paid in cash or not.
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Money measurement concept- As per this concept, in accounting everything is recorded in terms of money. Events or transactions which cannot be expressed in terms of money are not recorded in the books of accounts, even if they are very important or useful for the business.

Cost concept- This concept does not recognize the realizable value, the replacement value or the real worth of an asset. Thus, as per the cost concept, an asset is ordinarily recorded at its purchase price that is its cost; this cost is the basis for all subsequent accounting for the asset.
Consistency concept- The business organization must choose one out of several possible ways to treat accounting events of the same nature and apply that particular procedure in all its financial statements. The business must be consistent in its accounting practices and procedures as inconsistency in records means that users of the financial information will not be able to compare financial statements from two accounting periods. This therefore means they will not be able to draw valid conclusions from the statements.

3. Why we need accounting standards
Accounting is used everywhere and it covers unlimited range of activities. The users need an assurance that the methods adopted to calculate revenue, expenses and balance sheet values are reliable. Without such an assurance, there will be no faith and sensible decisions cannot be made. Accounting standards therefore ensure that 
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certain rules and standard procedures are followed to create trust and faith in different users of financial information.
Accounting standards provide structural guidance that is essential for achieving effective communication. 
If there were no appropriate accounting standards to abide by, the larger objective of maximizing the welfare of the nation would remain unfulfilled. The investor would not be able to make informed investing decisions as no comparison or evaluation of accounting information would be possible.  Reasonable accounting standards help 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. 
Giving businesses the freedom to adopt any accounting practice would give business owners the discretion to distort crucial information. It would lead to misinformed investing decisions and unfair allocation of capital. This kind of freedom would serve the purpose of less profitable businesses, cause capital to be allocated to inefficient companies that distort their financial information and away from profitable businesses that adopt strict and consistent accounting methods.
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