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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. Give short answers to the following questions: 

 i. What is a 'dual aspect concept'?

Dual aspect concept is an important matter in the accounting fundamentals, being the basis for double entry system of book-keeping. All the business transactions recorded in the accounts books have 2 aspects, receiving benefit and giving benefit.

ii. What do you understand by the term 'convention of materiality'?

The convention of materiality means that while accounting, only those transactions which have material impact on financial status of the organization will be considered and other transactions which have insignificant effect will be ignored.

iii. What is accounting equation?
A company keeps track of all of its transactions by recording them in accounts in the company's general ledger. The financial position of a company is measured by assets (what it owns), liabilities (what it owes to others) and owner's equity (the difference between assets and liabilities). The accounting equation for a sole proprietorship is Assets= Liabilities + Owner’s equity, while for corporations is Assets= Liabilities + Stockholder’s equity.

iv. What does GAAP stand for?

The Generally Accepted Accounting Principles (GAAP) was developed in an attempt to highlight the socio-economic, legal, and political factors that affect the accounting profession. It is necessary for accounting principles to keep up with changing times so that businesses are able to make financial statements that are valuable, acceptable and meet the needs for the users of financial information.

v. What you understand by the following terms?
• Liabilities
A liability is a company's financial debt or obligations that arise during the course of its business operations. Liabilities are settled over time through the transfer of economic benefits including money, goods or services, including loans, accounts payable, mortgages, deferred revenues and accrued expenses.

  Assets
An asset is a resource with economic value that an individual, corporation or country owns or controls with the expectation that it will provide future benefit. An asset can be thought of as something that in the future can generate cash flow, reduce expenses, improve sales, regardless of whether it's a company's manufacturing equipment or a patent on a particular technology. 


  Revenue
Revenue is the amount of money that a company actually receives during a specific period, including discounts and deductions for returned merchandise. It is the "top line" or "gross income" figure from which costs are subtracted to determine net income.

2. Explain the various types of accounting concepts.

      The accounting concepts are the  rules of accounting that should be followed in preparation of all accounts and financial statements. The four fundamental concepts are accruals concept( revenue and expenses are recorded when they occur and not when the cash is received or paid out),  consistency concept(once an accounting method has been chosen, that method should be used unless there is a sound reason to do otherwise),  going concern (the business entity for which accounts are being prepared is in good condition and will continue to be in business in the foreseeable future)  and conservation concept (revenue and profits are included in the balance sheet only when they are realized, but liabilities are included when there is reasonable 'possibility' of incurring them). 
      Other types of accounting concepts can include the accounting equation (Assets= Liabilities + Owner’s equity), accounting period (financial records pertaining only to a specific period are to be considered in preparing accounts for that period), Cost basis (asset value recorded in the account books should be the actual cost paid, and not the asset's current market value), entity (accounting records reflect the financial activities of a specific business or organization, not of its owners or employees), full disclosure (financial statements and their notes should contain all relevant data), money measurement (the accounting process records only activities that can be expressed in monetary terms), objectivity (financial statements should be based only on verifiable evidence, including an audit trail), money  measurement  concept(financial data should be recorded with a common unit of measure).
      However, these concepts are only conventions and postulates, alternatives to which can be adopted. It is because of the practice of accounting concepts differently by every business organization that their financial reports cannot be compared or evaluated against each other.



3. Why do we need accounting standards'? Discuss.

      One of the most pivotal objectives of financial statements is to provide information about the financial position of the business to interested parties such as investors and shareholders. The accountant’s job is to make sure that accurate information is properly presented and that it reaches these stakeholders at the right time.
            Some reasons for setting the standards can include comparison between two firms which is possible if both of them maintain the same principle, otherwise proper comparison is not possible. The same is possible only when both of them follow identical method of valuing closing stock. The firms are not allowed to maintain and present their accounts according to their own will or choice or cannot prepare report of financial statements for various interested groups. The same is possible only when there is some fixed standard for setting practice.
            The accounting standards recognize the principle of equity applicable for different users of accounting information, viz. creditors, investors, shareholders etc. The purpose of setting accounting standards is nothing but to find a uniformity in accounting practice while formulating financial reports and make consistency and proper comparison of data which are contained in financial statements for the users of accounting information. Practically, accounting standards have been presented in order to maintain fairness, consistency and transparency in accounting practice which will satisfy the users of accounting.
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