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		1.Give short answers to the following questions:

		(15)







i. What is a 'dual aspect concept'? Dual Aspect Concept is the basic foundation of recording accounting transactions by applying the “two-fold” effect, therefore requiring any transaction to be recorded in two accounts.

ii. What do you understand by the term 'convention of materiality'? Convention of materiality means that transactions or events that will significantly impact the financial statements or will impact how investors will view the company should be accounted for.

iii. What is accounting equation?

The accounting equation is – ASSETS = LIABILITIES + CAPITAL

iv. What does GAAP stand for?

GAAP stands for Generally Accepted Accounting Principles.

v. What you understand by the following terms?



· Liabilities – These are the obligations or dues by the company to lenders and suppliers. It also includes payments received in advance for a future sale or service.

· Assets – Assets are valuable resources owned by the company and are expressed in some monetary unit. These are reported into the balance sheet. 

· Revenue- These are company earnings from sale of merchandise or from rendering of service.



		2.

		Explain the various types of accounting concepts.

		(7)



		

		

a. Business entity concept – this implies the separation of the business from its owners and/ or investors.

b. Money Measurement concept- Otherwise known as “measurability concept”, money measurement concept states that only transactions and/ or events that are monetary in nature are the only ones recognized and accounted for in the financial statements.

c. Continuity concept – Also known as “going concern principle”, is a basic principle in accounting that implies that a company will continue to operate in the future.

d. Cost concept – This concept implies that the value of an asset is worth its cost at the time it is obtained.

e. Accrual Concept – This is an accounting principle which suggests that revenues are recorded when they are earned and not when they are received and expenses are accounted for when they are incurred and

not when they are paid.

f. Conservatism Concept – This concept infers that revenues and assets are estimated very conservatively while expenses and liabilities are generously and highly estimated.

g. Materiality Concept – this simply states that attention (meaning, the strict application of correct accounting procedure) given to a transaction may vary depending on the significance of the transaction. 

h. Consistency concept- the consistency concept simply implies that companies should be consistent in its accounting practices and procedures.

i. Periodicity Concept- As company’s financial condition cannot be exactly told unless the business ceases to operate; it is practiced to provide updates regarding company’s financial statements based on a particular period.



3. Why do we need accounting standards'? Discuss                                 (8)



For any activity, standards are required in order to set the minimum rules and regulations that one can abide to, otherwise, it will be chaotic. Same with accounting, standards, principles, tenets, concepts (etc.) are established based on its relevance, objectivity, and feasibility. Companies may have the freedom to adopt its own method of accounting but they need to adhere to the basic principles and concepts established by conventional bodies. Companies benefit from the standards as these will (1) erase ambiguity and confusion, (2) ensure that information produced in financial statements are accurate and relevant, thus, making the information credible, (3) and when the information are correct and credible, they can be used for decision- making, comparison, and/ or compliance purposes. Also, Accounting standards (4) ensure transparency in terms of providing information to its users and (5) guarantee relevance of information being communicated to the users.
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