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 Strand 1 Nature of Accounting 

Sub- Strand Conceptual Framework and Accounting Bodies 
 

QUESTIONS 

1      a Define Conceptual Framework. 

       b State the objective of Conceptual Framework. 
 

   2    (i) 
 
 
        (ii) 
 
 
        (iii) 
 
 
        (iv) 
 
 
 
 
 
         (a) 
 
         (b) 

Jacks Enterprise had purchased their building for $1M IN 2018, but now the property has appreciated to 
$5M.The company is still recording the property at $ 1M. 
 
Mr Singh, the sole proprietor of Singh’s Restaurant and Takeaways does not list his personal house on 
the balance sheet of Singh’s Restaurant and Takeaways. 
 
The success of the company is mainly attributed to the invaluable qualities of its employees. However, 
employees are not recorded as assets in the balance sheet of the company. 
 
Once a particular financial period is adopted by a business, it is not changed from one period to the next 
period. 
 
Required 
For each of the above situation; 
 
Identify which accounting concept has been followed. 
 
Explain the justification of using each of the accounting concept identified in (a) above. 
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(i) 
 

(ii) 
 

      (iii) 

Home World Limited sold a Television to its customer; Jane Smith for $2,500 on 10th February. Jane 
Smith paid Home World on 15th April. Home World Limited recorded the sale on 10th February and not 
on 15th April when the Cash is received. 
 
Which accounting concept is being applied here? 
 
Explain the accounting concept identified in (i) above. 
 
State one significance of the accounting concept mentioned in (ii) above. 
 

 


