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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. 
	
What is a 'dual aspect concept'?

Dual Aspect of Accounting means that every transaction that 
take place has two aspects one is debit & another is credit 
& because of dual aspect of a transaction asset side of 
balance sheet matches with Liabilities side.

The Accounting equation is : Liabilities + Capital= Assets 

A dual aspect transaction will impact the asset & 
liabilities & accounting equation as follows :

1. Increse in Assets & Increase in Liabilities.
2. Decrease in Assets & decrease in Liabilities.
3. Increase in one Assets & Decrease in another Assets.
4. Increse in one type of liability & decrease in
another type of Liabilities.
5. Increse in Assets & Increase in Capital.
6. Decrease in Assets & decrease in Capital .

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

The meaning of convention materiality concept is the principle in accounting that trivial matters are to be disregarded, and all important matters are to be disclosed. Items that are large enough to matter are material items. ... The materiality concept is an established, recognized accounting convention



What is accounting equation?

The accounting equation (or basic accounting equation) offers us a simple way to understand how these three amounts relate to each other. The accounting equation for a sole proprietorship is:

ASSETS=LIABILITIES +OWNER EQUITY

The accounting equation for a corporation is:
ASSETS= LIABILITIES + STOCKHOLDERS’EQUITY

What does GAAP stand for?

GAAP stands for Generally Accepted Accounting Principles. As the name implies, these principles make up the rules and concepts of financial accounting that are generally accepted.

What you understand by the following terms?  Liabilities  Assets  Revenue

· Assets: tangible and intangible items that the company owns that have value (e.g. cash, computer systems, patents)
· Liabilities: money that the company owes to others (e.g. mortgages, vehicle loans)
Revenue or Income: money the company earns from its sales of products or services, and interest and dividends earned from marketable securities

Explain the various types of accounting concepts.

Fair Value versus Historical Cost ·( According to the IASB, “Fair value is the amount for which an asset could be exchanged or a liability settled between knowledgeable, willing parties in an arm’s length transaction.)

 Recognition versus Measurement · (Accounting rules distinguish the decision or rule to recognize an asset or liability in financial reports from the rule establishing how to measure that liability once recognized. For example, the rule for when to record an asset may be to wait until the financial benefit from it is virtually certain, but the rule for measuring it at initial recognition may be to record its most likely value. Hence the probability standard for recognition may vary from the probability standard for measurement._

Deferral-Matching versus Asset-Liability · (Two major classes of accounting paradigms are deferral/matching and asset/liability. Under a deferral/matching approach the focus is to coordinate the timing of income and expense recognition so that both occur at the same time, when the triggering event that is the focus of the contract occurs. For example, under a deferral/matching approach the premium is not recognized when received but is instead recognized (“earned”) over the policy term during the period the insurance protection is provided.)

Impairment ·( It is possible to reflect one paradigm for income statement purposes and another for balance sheet purposes. This sometimes leads to the use of “impairment” tests and rules, to prevent inconsistencies between the two valuations from growing too large or problematic)

 Revenue Recognition · (his is particularly important for those industries where revenue growth is a key performance measure. Under a deferral/matching approach, revenue would be recognized only as service is rendered. In the insurance context, revenue would be recognized under the deferral/matching approach over the policy period in proportion to the covered insurance risk. Under an asset/liability approach, revenue would be recognized up front, once the insurer gained control of the asset resulting from the revenue. Therefore, the timing of revenue recognition is a function of the chosen accounting paradigm)

Reporting Segment · GAAP accounting rules also require reporting at the Reporting Segment level, generally defined as the level at which operations are managed and performance measured by senior management.14 Reporting segments may be defined by product, by geography, by customer or other similar criteria, alone or in combination with other factors)

Liquidation versus Going Concern · (Many GAAP paradigms focus on the assumption that the business is a “going concern” when valuing an asset or liability. This is in contrast with a runoff or liquidation assumption. For example, the value of a factory in use to produce a profitable product may be much greater than the value the factory could be sold for in a liquidation scenario. A runoff assumption may be more appropriate for regulatory accounting purposes, where a solvency focus exists.)

Change in Accounting Principle versus Change in Accounting Estimate (Accounting paradigms may have drastically different reporting requirements for a change in accounting principle versus a change in accounting estimate. A change in accounting principle may require special disclosure of the change, with recalculation of prior period)

Principle-based versus Rule-based (Alternatively, standards may take the form of a series of rules, limiting the flexibility and use of judgment allowed in their implementation. This is a natural tradeoff, with advantages and disadvantages to each approach. Principle-based standards are potentially very flexible with regard to new and changing products and environments. As such, they should also require less maintenance. Rule-based standards are generally considered easier to audit for compliance purposes, and may produce more consistent and comparable financial reports across entities. Disadvantages may include a lack of flexibility with regard to changing conditions and new products, hence requiring almost continual maintenance at times. A concern also exists that rule-based standards are frequently easier to “game”, as entities may search for loopholes that meet the literal wording of the standard but violate the intent of the standard.)

Why do we need accounting standards'? Discuss ?

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. So some general principles can be laid, but detailed regulation is not possible. It can be said that Accounting Standards helps bring such an assurance to some extent. It is impossible to provide 100% assurance of the validity of financial statements through the creation of single set of rules and procedures.So there has to be some flexibility within the rules laid down.

Need for Accounting Standards
1. It helps in dissemination of timely and useful financial information to all Stakeholders and users.
2. It helps to provide a set of standard accounting policies, valuation norms and disclosure requirement.
3. It ensures disclosures of accounting principles and treatments, where important information is not otherwise statutorily required to be disclosed.
4. It helps to reduce or totally eliminate, accounting alternatives, thereby it leads to better inter-firm and intra-firm comparison of Financial Statements.
5. It reduces scope of creative accounting, i.e. twisting of accounting policies to produce Financial Statement favorable to a particular interest group.
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