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[bookmark: _GoBack]ABSTRACT
This study was carried out to examine the importance of accounting concepts and conventions in the preparation of financial statement using Nigerian Breweries Plc, Surulere, Lagos State as a case study. Specifically, the study aimed at determining whether accounting concepts and conventions serve as a guide in the preparation of financial statement; ascertain if accounting concepts and conventions assist the provision of useful information for making economic decision; determine whether accounting concepts and convention help in the understanding of how transactions are accounted for; determine whether accounting concepts and conventions make financial reports more meaningful and reliable. The study employed the survey descriptive research design. A total of 100 responses were validated from the survey. From the responses obtained and analysed, the findings revealed that tAccounting concepts and conventions provide framework for constructing financial report; Accounting concepts and conventions allow for consistency in the preparation of financial report; Accounting concept and convention make financial report useful for decision making. The study recommend Since Accounting concepts and conventions have been seen as a very vital tool that provide framework for constructing financial report, allow for consistency in the preparation of financial report, and as well make financial report useful for decision making, organizations accounting departments should always apply the principles of accounting concepts and conventions in order to grow their organization higher.
CHAPTER ONE
INTRODUCTION
1.1	BACKGROUND OF THE STUDY
Every business organization whether in the public or private sector is established to achieve certain objectives. This could be profit maximization as in the case of the private sector or efficient and timely provision of essential services at a reduced price, as in the case of the public sector.
The performance of such business organization has to be reported in monetary terms to the owners of the business. (For example, shareholders in the case of private organization or the government as in the case of public)
Accountancy plays a vital role in the stewardship of an organization. Accounting has been defined as the process of recording, classifying, reporting and interpreting the financial data of an organization. While it is important for the accountant to have a sound knowledge of this phase of accounting process, it is often a relatively minor part of his total attention to the management reporting and interpretation of the meaningful implication of the data. (Welgenbad and Dittrich 1973:4)
Accounting is therefore basically regarded as a language of communication in an organization like every system of communication; its main purpose is to give different types of information to interested persons. Because of this main purpose, accounting forms a major part of the total information system in any entity, be it business or non-business.  (Inanga 1983)
However, the following problems are encountered in the process of communicating this information.
· As the information needs of these various groups do not tally, there are conflicts of interest among the various users of financial statements.
· The problem of subjectivity in preparing the financial statements. Thus, it becomes necessary that in preparing the financial statement, the accountant be guided by some basic assumptions, principles, concepts and conventions in other to ensure a high degree of standardization in financial reporting.
· Financial accounting involves the accumulation of historical records which is technically referred to as stewardship accounting. These historical records for the embodiment of financial statement. Financial statements are the means of communicating to understand parties’ information on the resources, obligations and performance of the reporting entity. (SAS2).
In preparation of these financial statements, certain assumptions, concepts, conventions and principles which provide the essential framework for expressing accounting information are used. This include:-
· The money measurement concept
· The going concern concept
· The business entity concept
· The realization concept
· The dual aspect concept
· The accruals concept
· Prudence concept
· Consistency concept (Frame word 1998:82-85)
These accounting concepts and conventions are seldom disclosed on the financial statement because they are generally accepted as being the undertaking of periodic preparation and presentation of financial statement; but, if in preparation and presentation of this financial statement, the fundamental concepts and conventions are not followed, problems will arise in analysis, interpreting and reporting financial statements. It is therefore essential for the understanding that the interpretation and meaningful analysis of financial statement that these basic concepts, assumptions, principles and conventions used in the preparation must be constantly borne in mind.
1.2	STATEMENT OF THE PROBLEMS
The following problems are encountered in the process of communicating information.
· They will be problem of having more meaningful and reliable financial report.
· It will lead to misunderstanding of how transactions are accounted for.
· There will be problem of having useful information for making economic decision.
· It can lead to conflict of interest among the various users of financial statements, if their information needs do not tally.
To this end, the problem of the study is that most accountants do not use accounting concepts and conventions properly in the preparation of financial statement.
1.3	THE OBJECTIVE OF THE STUDY
The importance of accounting concepts and conventions in the preparation of financial statement could be seen in the assessment of financial viability of an organization. The accountant prepares the financial statement of most organization. Accounting concepts and conventions help the accountant in giving relevant financial report to the management of any organization as regards financial report to the management of any organization. In order to demonstrate the role of accounting concepts and convention producing a viable financial report of any going concern, the following objectives are set out in this study:-
· To determine whether accounting concepts and conventions serve as a guide in the preparation of financial statement.
· To ascertain if accounting concepts and conventions assist the provision of useful information for making economic decision.
· To determine whether accounting concepts and convention help in the understanding of how transactions are accounted for.
· To determine whether accounting concepts and conventions make financial reports more meaningful and reliable.
1.4	SCOPE OF THE STUDY
These examines how accounting concepts and convention help in the preparation of financial statement which are used in decision making and for evaluation of financial strength, profitability, and future protection of the organization.
However, it was not possible to cover all organization that use accounting concepts and convention in Nigeria. This is because much energy is required, it is expensive as well as time consuming.
The Nigeria Breweries PLC having been selected, the researchers’ attention was focused on the accounting department of the company. The purpose being to see how the accountant, prepares financial statement and to determine the effectiveness of the use of accounting concepts and convention in the preparation of financial statement, in other to attain corporate goals.
1.5	SIGNIFICANCE OF THE STUDY
As stated earlier, an understanding of the basic principle, concept, assumptions and conventions and their role, relevance to the preparation of financial statement is essential to the understanding, interpretation and meaningful analysis of financial statement. This study highlights the relevance and importance of these concepts and convention in financial reporting, thus enticing a better understanding of the usefulness of the financial statement to the various users of accounting information. These are the benefits the various users of financial statements gets;
· It provides the framework for constructing financial report.
· It provides useful information for making economic decision.
· Is useful for analysis of the Organizational financial statements.
· Is useful in making financial reporting and useful tool for decision making.
Furthermore, this study provides a better understanding of the desire for objectivity which is often at the desire for objectivity of the financial accounting method in use at the present time
1.6	RESEARCH QUESTIONS
The research questions are as follows:-
· Does accounting concepts and conventions provide framework for constructing financial report?
· Does accounting concepts and conventions allow for consistency in the preparation of financial report?
· Does accounting concept and convention make financial report useful for decision making?
1.7	DEFINTION OF TERM
The following words are defined as to be used in the study:-
· ACCOUNTING CONCEPTS: Accounting Concepts are concepts that are associated with measurement of the elements of financial statements. These are various concepts and convention in accounting all of which are useful in solving practical accounting problems.
· ACCOUNTING CONVENTIONS: They are the generally accepted approaches in applying the accounting concept.
· CAPITAL EMPLOYED: This is the amount available for production. It represents the total less current liabilities employed in the business.



CHAPTER TWO
REVIEW OF LITERATURE
[bookmark: _Toc43312039]2.1	INTRODUCTION
Our focus in this chapter is to critically examine relevant literatures that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.
[bookmark: _Toc43312040]2.2	CONCEPTUAL FRAMEWORK
Accounting Concepts
Accounting concepts define the assumptions on the basis of which financial statements of a business entity are prepared. Certain concepts are perceived, assumed and accepted in accounting to provide a unifying structure and internal logic to accounting process. The word concept means idea or notion, which has universal application. Financial transactions are interpreted in the light of the concepts, which govern accounting methods. Concepts are those basic assumptions and conditions, which form the basis upon which the accountancy has been laid. Unlike physical science, accounting concepts are only result of broad consensus. These accounting concepts lay the foundation on the basis of which the accounting principles are formulated.
Accounting Conventions
Accounting conventions emerge out of accounting practices, commonly known as accounting principles, adopted by various organizations over a period of time. These conventions are derived by usage and practice. The accountancy bodies of the world may change any of the convention to improve the quality of accounting information. Accounting conventions need not have universal application. In the study material, the terms ‘accounting concepts’, ‘accounting principles’ and ‘accounting conventions’ have been used interchangeably to mean those basic points of agreement on which financial accounting theory and practice are founded.
Some Accounting Concepts and Conventions
Historical Cost Concept 
This concept simply states that resources acquired by the entity are recorded at their original purchase price, i.e., at cost. Cost in this context means cash or ‘cash equivalent’ given to acquire the property or service. Where a property is acquired other than by cash, the cost is referred to as the cash equivalent of the property given. Thus, the cash equivalent cost of an asset is used if it is acquired in exchange with another property other than cash. Therefore, for non-cash transactions conducted at arm’s length, the concept assumes that the market value of the resources (i.e, the fair value prevailing at the time of the transaction) given up in a transaction provides reliable evidence for the valuation of the item acquired. According to the Statement of Accounting Standards (SAS) No.1, issued by the now defunct Nigerian Accounting Standards Board (NASB) (1984): the historical cost concept holds that cost is the appropriate basis for initial accounting recognition of all assets acquisitions, services rendered or received, expenses incurred, creditors’ and owner’s interest; and it also holds that subsequent to acquisition, cost values are retained throughout the accounting process. Consequently, the concept holds the view that cost is the most reliable and verifiable value at which items should be entered in the books of account. An accountant might argue that the use of historic cost is consistent since it is based on a transaction which actually took place (rather than an estimate of value) and consistent since it does not overstate the value of the asset. Thus, fixed assets must be shown in the accounts at the price paid to acquire them less depreciation written off to date. The above arguments in favour of the historical cost concept notwithstanding, there are certain drawbacks associated with the concept. In a period of fluctuating prices, adoption of this concept distorts the accounts. For example, depreciation based upon the historical costs of earlier years is set against revenues at current prices. This aside, accounting information users such as managers, investors, etc may require actual information relating to current values of assets. Clearly, values based upon historical costs may be irrelevant for their purposes. Also, relevant information, for example, the real value of capital employed in the business is not given under the historical cost concept. 
Monetary Measurement Concept 
This concept, also called unit-of-measure assumption holds that business transactions are expressed in terms of money. Since accountants are concerned with financial information, money is therefore the only practical unit of measurement that they can be used in expressing the diverse transactions and activities to be measured, reported and compared periodically. Accounts are prepared when all the records have been converted in money terms. Although money is the only means by which items covered in accounting statements are stated, the use of money has two major setbacks on accounting for and reporting enterprises’ activities: (i) instability in the value of money, and (ii) restriction in scope of accounting reports - i.e, facts and outcomes that cannot be expressed in terms of money are ignored. The use of money as a means of measurement assumes a stability of the measurement unit. But we all know that the value of money is not always stable due to inflation. This instability creates difficulties when the cost of assets bought at different times are added together in the same statement. This difficulty arises since all items are to be recorded at their original purchase price (following the cost concept) meaning therefore that financial statements will not clearly indicate the true position and results of operations in those periods of fluctuating values of money. It follows that historical cost accounting implies wrongly that money, as a unit of measurement, has stable value. Some accountants are of the view that information in respect of the effects of inflation be presented in supplementary financial schedules in order to put the financial statements in proper perspective. There are certain facts or factors that cannot be expressed in terms of money thereby resulting in a restriction in the scope of the accounting reports. Accounting can never give us the entire information we want about the business entity. For example, the greatest asset an effective and efficient business possesses is its workforce. But this asset-workforce- never appear on the balance sheet of a business. This asset is always difficult to place a monetary value on it. Also, accounting does not record that the poor morale prevalent among the staff is about to lead to a serious strike or that various managers will not cooperate with one another, nor would it, reveal that a rival product is about to take over a large part of the market occupied at present by the firm’s own goods. Also, a “good management team” is difficult to measure monetarily. Thus, a mere look at a set of accounting figures does not tell you all that you would like to know about a business-the attention is on the financial aspects of the business even when other aspects may be of equal or even greater importance. 
Going-Concern Concept 
The going-concern concept, also called continuity assumption, is an important concept which states that a business enterprise, in the absence of evidence to the contrary, will continue operation into the indefinite future; i.e, the business is not expected to be liquidated in the foreseeable future. If a business entity is expected to be liquidated in the near future, then conventional accounting based on this assumption will not be appropriate. Instead, the use of liquidation accounting which values assets and liabilities at estimated net realization amounts (liquidation values) will be appropriate. Experience, however, has shown that continuation of operations is highly probable for most enterprises although continuation cannot be known with certainty. Pizzey (2001) suggests some general rules on the criteria which could be used in determining whether a business is a going concern: 
i) The market: There must be a steady demand for the company’s product which has a reasonable chance of being sustained in the future. 
ii) Finance: The enterprise must possess sufficient liquid resources (cash) to meet all known liabilities in the future. 
iii) Sound capital structure: There must be sufficient long-term funds in the business to give enough strength to overcome inflation, high interest rates, credit squeeze, increase in taxation or any other hazard of the business world. The N25 billion minimum capital requirement for all commercial banks in Nigeria is a good case in point. 
iv) Company’s competitive condition: The enterprise should be able to compare its efficiency with those of its rivals within the industry. It must have ability to acquire sufficient raw materials and labour and replace worn-out plant and equipment. Thus, as stated in SAS 1, a business will be regarded as a going concern if it is capable of earning a reasonable net income and there is no intention or heat from any source to curtail significantly its line of business in the foreseeable future. It should be noted that the going-concern concept does not say that the business is going to keep being profitable into the indefinite future. It merely assumes that the business will manage not to collapse altogether. A major setback to the use of this concept is that it may mislead. Experience has shown that some businesses collapse after publication of accounts drawn up on the going concern basis. Periodicity Concept 
This concept derives from the going-concern concept. As we have earlier seen, a business enterprise is assumed to continue operations for an indefinite future unless the contrary is known. But investors and other users of an entity’s accounting information cannot afford to wait forever for the information which they require for their diverse needs. To meet their needs, the “life-span” of the entity is broken into arbitrary specified time periods that are shorter than the life of the enterprise. A 12-month period (one year) is the usual reporting period. Businesses also report summarized financial information on an interim basis: half-yearly, quarterly or even monthly. This is the concept called periodicity, time- period assumption or simply accounting period. The time period is usually identified in the financial statements. Periodicity enables users of the reports to make comparisons of information between definite periods and amongst companies in the same industry (as a basis for decision-making). Such an advantage aside, periodicity concept has certain drawbacks. For example, the concept assumes that business transactions can be identified with particular periods even when we know that some transactions (e.g. buying a fixed asset), have consequences for many periods. Also, determination of income on a periodic basis, as implied by the concept, leads to comparisons of the results of successive periods. Such comparisons may be misleading as the pattern of business activity changes over time. Moreover, periodic accounts require arbitrary allocation and apportionment methods. 
Business Entity Concept 
The business entity concept, also called separate entity concept, separate the individuals who own the business from the business itself. An economic unit, regardless of its legal form of existence-sole proprietorship, partnership or limited companies is treated in accounting as a separate and distinct “person” from the owner(s) of the entity. Thus, transactions are recorded as they affect the business not as they affect the owner. However, from a legal view point, while a limited liability company is regarded as a separate entity from its owners, the “sole trader” and his business are legally the same thing. The sole trader is personally liable for his business debts and may be required to use his personal belongings to satisfy the business creditors. The personal creditors of the owner can make a claim on the assets of the business. To the accountant, the legal position, notwithstanding, the business (irrespective of its form of ownership) and the owner(s) are quite different person(s). Thus, the business can owe the owner money, borrowing money from the owner, owing profits to the owner, etcetera. In a limited liability company, shareholders do not own the business assets, they belong to the business. Shareholders only own the “shares” which represent that ownership. The company as a “person” can sue and be sued. The accounts are prepared in the name of the enterprise - not in the name of the owners. In a small business run by either partners or a sole trader, this concept avoids confusion between business transactions and those of private life. Thus, when the business man withdraws N 150,000 from the bank account of the business to purchase a 505 peugeot car for his third wife, the amount is regarded as drawings, the car cannot be grouped under the assets of the business and will not appear in the balance sheet. Similarly, when an owner puts N50,000 more cash into the business as capital, the books will show that the business has N50,000 more cash and that capital has increased by N50,000. The books do not show that the owner has N50,000 less cash in his private resources. The accounting equation, Assets = Equities, or Assets = Liabilities + Capital, is an expression of the business entity concept. Capital is the amount of wealth put into the business by the owner(s) or the amount of money borrowed by the business from the owner(s) or the amount the business owes the owner(s). These statements imply that the business is separate from and distinct from the owner(s) of the business. Though the business entity concept may be justified on the grounds that it enables interested parties such as owners and lenders to learn about the profit earned and the capital employed in the business, the concept has a major set back of being “artificial”–the assets and liabilities are, in the eyes of the law, those of the owner not of some artificial entity - “the business”. Also going by this concept the accounts do not clearly tell creditors the actual assets that are available to meet their claims or what other liabilities that must be met out of the assets. It may also be argued that assets and liabilities are arbitrarily included in the balance sheet on the basis of a subjective view that the assets are the property of the “business”. In reality, we know that some assets e.g. motor vehicles are both business and private assets. 
Realization Concept 
This concept requires that revenue on any transaction be included in the accounts of a period only when it is realized. As specified in SAS No. 1: this concept established the rule for the periodic recognition of revenues as soon as: (a) It is capable of objective measurement, and (b) The value of asset received or receivable in exchange is reasonably certain. It is possible to recognize revenue at a variety of points e.g. when goods are produced, when goods are delivered, or when the transaction is completed. Choice, in most cases, is an industrial norm and depends on which of the points is the critical event. Only when this event is passed can revenue be legitimately recognized. From above, periodic revenue recognition should take place at the ‘point’ when the sale is deemed to have been made and this ‘point’ may differ depending upon the particular transaction. For transactions involving sale of goods, for example, a sale would be regarded as having taken place the very moment the customer signs the sale invoice (thereby indicating his acceptance of liability to pay for the goods or services) whether or not delivery of the goods had been made and whether or not cash had been paid. The basic rule is that revenue is created at the moment a sale is made and not when the price is later paid in cash. Thus, the fact that profit is regarded as the difference between “revenues” and “expenses” rather than between cash receipts and expenditure is known as the accrual basis of accounting. Under the cash basis (cash receipts minus cash expenditure), a sale is not regarded as having been made until the goods are delivered to the customer and cash paid. The revenue recognition principle i.e the point at which revenue will be regarded as being earned (or realized) is predicated on accrual basis accounting. In general, revenue recognition is not a function of cash receipt. At the end of the period, all revenue earned but not received are recorded in the books as ‘accrued’. A problem with the concept is that distortions can occur when the trading cycle is long. For example, the profit on long term contracts accrues over the period of the contract and does not occur suddenly on the completion of the contract. Difficulties may be encountered in trying to apportion the profits to each of the periods concerned. 
Matching Concept 
The concept states that all expenses incurred in earning the revenue for a period should be recognized during the same period. If revenue is carried over (deferred) for recognition to a future period, the related expenses should also be carried over or deferred since they are incurred in earning that revenue. Thus, earned revenue of a period are ‘matched’ with the related expenses of the same period to arrive at the net profit or net loss of the period. The matching concept is predicated on accrual basis accounting. A drawback of this concept is that the use of different matching methods (e.g. depreciation methods) by different accountants leads to results of businesses not being comparable with one another. 
Duality or Dual Aspect Concept 
This is the basis of double-entry bookkeeping and originates from the fact that every transaction has a double effect on the position of a business as recorded in the account. For every debit/credit entry there must be a corresponding credit/debit entry. In other words, there are two aspects to every transaction: one represented by the assets of the business and the other by the claims against them. These two aspects are always equal to each other irrespective of the numbers of transactions entered into in a given accounting period. Thus, Assets =  Liabilities + Capital or; Assets – Liabilities = Capital. An application of this concept ensures agreement of the balance sheet balances. It does not, however, ensure that the ‘balance’ is correct in any other way. Consistency Concept 
Usually there is more than one way in which an item may be treated in the accounts without violating accounting principles. This concept states that once the reporting entity has selected a method, it should be applied year by year for all similar items. For example, where a company has chosen the straight line method of depreciation in the depreciation of motor vehicles, it should be used for all vehicles consistently in order to afford comparability. The application of this concept helps to: 
(i) avoid short-term manipulation of reported results; 
(ii) facilitate comparisons within the firm over different accounting periods (intra firm comparisons); and 
(iii) facilitate comparison between different entities (inter firm comparisons) (Dyckman et al, 1998). The consistency concept does not completely prohibit a change in method. For example, a change in the basis of stock valuation, or a change from an accepted method to an industry-wide method or procedure or it could also be a change in the method of calculating depreciation, for instance, a change from straight-line method to reducing balance method. When such a change occurs, it is usually disclosed (by way of notes) since the change affects or have a potential effect on the net profit or shareholders’ equity and may also affect working capital or other items. 
Objectivity 
This concept states that accounting records and data for financial statements should not be influenced by personal bias of the preparer. That means accounting data and records should be completely objective and subject to verification. This concept supplies the reason why transactions are recorded at cost. Thus, objective evidence such as invoices and vouchers for purchases, bank statements for amounts held in the bank and physical stock counts on hand provides objective accounting information. Although objectivity does not mean that estimates cannot be made in accounting, what is important is that they must be verifiable in the sense that independent knowledgeable persons would find such estimates reasonable. That means accounting measurements and information should permit qualified individuals working independently to develop similar measures or conclusions from the same evidence. To be fully useful, accounting information must be based on objective data and as a rule costs are objective since they normally are established by a buyer and a seller each striking the best possible bargain for himself. 
Fairness 
Fairness or unbiasedness is an aspect (a characteristic) of objectivity. SAS No. 1 explains this principle as follows: this is an extension of the objectivity principle. In view of the fact that there are many users of accounting information all having differing needs, the fairness principle requires that accounting reports should be prepared not to favour any group or segment of society. Fairness, thus implies that financial statements should be prepared in accordance with Generally Accepted Accounting Principles (GAAP) and that the same set of statements should be made available to all category of users. 
Materiality 
This principle holds that only items of significant value should be accorded their strict accounting treatment, i.e. insignificant items should not be given the same emphasis as significant items. The insignificant items are by definition unlikely to influence decisions or provide useful information to decision makers. Thus an item may be considered material if its omission or misstatement could distort the financial statement such that it influences the economic decision taken by a knowledgeable user of the financial statement. Determining what is material and what is insignificant is subjective; precise criteria cannot be applied. Moreover, what is material in one business may not be material in another. Similarly, what is material in one year may not be material in the subsequent year. It should also be pointed out that materiality does not mean that small items and amounts do not have to be accounted for or reported. For example, fraud is an important event regardless of the size of the amount. Also, a low-cost item such as a pencil sharpener when purchased is recorded as an expense in full rather than as an asset subject to depreciation. The amount involved is too small for users of the financial statement to worry about. The pencil sharpener is treated as an expense even though it lasts several years. This decision to expense the purchase of a pencil sharpener is an example of the application of materiality. Conservatism or Prudence 
This concept assumes that when uncertainty exists, the users of financial statements are better off with understatement than by overstatement of net income and assets. Thus in selecting among alternatives, the accountant tend to favour the method or procedure that would eventually produce the lesser amount of net income or asset value. A typical example include valuing stock at the lower of cost or net realizable value (current market value). The concept requires that revenues and profits are not anticipated but are recognized by including them in the profit and 1oss account only when realized in the form of cash or other asset (e.g. a debt); the ultimate cash realization of which can be assessed with reasonable certainty. The concept is usually summarized by the phrase “anticipate no profit and provide for all possible losses” and “If in doubt write off’. The justification for this rather pessimistic attitude of the accountant has been due, in part, to the need to counter the natural optimism of businessmen. Where doubt exist it is best to be prudent and understate profit which is a better option than overstating profit and causing dividends to be distributed from capital. A major drawback of this concept therefore, is that it could be misused by accountants for it is biased to deliberately undervalue assets and understate earnings. Also, understatement of asset values has the tendency to lower the appropriate prices for shares on the Stock Exchange. These problems aside, conservatism implies that profits are not anticipated and also that potential losses are fully reflected in the accounts. 
Financial Statement
The aim of accounting is to keep systematic records to ascertain nancial performance and nancial position of an entity and to communicate the relevant nancial information to the interested user groups. The nancial statements are basic means through which the management of an entity makes public communication of the nancial information along with selected quantitative details. They are structured nancial representations of the nancial position and the performance of an enterprise. To have a record of all business transactions and also to determine whether all these transactions resulted in either ‘prot or loss’ for the period, all the entities will prepare nancial statements viz., balance sheet, prot and loss account, cash ‑ow statement etc. by following various accounting concepts, principles, and conventions which have been already discussed in detail. 
Qualitative Characteristics of Financial Statements
Qualitative characteristics are the attributes that make the information provided in nancial statements useful to users. The following are the important qualitative characteristics of the financial statements: 
1. Understandability: An essential quality of the information provided in financial statements is that it must be readily understandable by users. For this purpose, it is assumed that users have a reasonable knowledge of business and economic activities and accounting and study the information with reasonable diligence. Information about complex matters that should be included in the financial statements because of its relevance to the economic decision-making needs of users should not be excluded merely on the ground that it may be too dicult for certain users to understand. 
2. Relevance: To be useful, information must be relevant to the decision-making needs of users. Information has the quality of relevance when it influences the economic decisions of users by helping them evaluate past, present or future events or confirming, or correcting, their past evaluations. The predictive and confirmatory roles of information are interrelated. For example, information about the current level and structure of asset holdings has value to users when they endeavour to predict the ability of the enterprise to take advantage of opportunities and its ability to react to adverse situations. The same information plays a confirmatory role in respect of past predictions about, for example, the way in which the enterprise would be structured or the outcome of planned operations. Information about financial position and past performance is frequently used as the basis for predicting future financial position and performance and other matters in which users are directly interested, such as dividend and wage payments, share price movements and the ability of the enterprise to meet its commitments as they fall due. To have predictive value, information need not be in the form of an explicit forecast. The ability to make predictions from financial statements is enhanced, however, by the manner in which information on past transactions and events is displayed. For example, the predictive value of the statement of prot and loss is enhanced if unusual, abnormal and infrequent items of income and expense are separately disclosed. 
3. Reliability: To be useful, information must also be reliable, Information has the quality of reliability when it is free from material error and bias and can be depended upon by users to represent faithfully that which it either purports to represent or could reasonably be expected to represent. Information may be relevant but so unreliable in nature or representation that its recognition may be potentially misleading. For example, if the validity and amount of a claim for damages under a legal action against the enterprise are highly uncertain, it may be inappropriate for the enterprise to recognise the amount of the claim in the balance sheet, although it may be appropriate to disclose the amount and circumstances of the claim. 
4. Comparability: Users must be able to compare the financial statements of an enterprise through time in order to identify trends in its financial position, performance and cash ‑flows. Users must also be able to compare the financial statements of different enterprises in order to evaluate their relative financial position, performance and cash ‑flows. Hence, the measurement and display of the financial enacts of like transactions and other events must be carried out in a consistent way throughout an enterprise and over time for that enterprise and in a consistent way for different enterprises. An important implication of the qualitative characteristic of comparability is that users be informed of the accounting policies employed in the preparation of the financial statements, any changes in those polices and the enacts of such changes. Users need to be able to identify differences between the accounting policies for like transactions and other events used by the same enterprise from period to period and by different enterprises. Compliance with Accounting Standards, including the disclosure of the accounting policies used by the enterprise, helps to achieve comparability.The need for comparability should not be confused with mere uniformity and should not be allowed to become an impediment to the introduction of improved accounting standards. It is not appropriate for an enterprise to continue accounting in the same manner for a transaction or other event if the policy adopted is not in keeping with the qualitative characteristics of relevance and reliability. It is also inappropriate for an enterprise to leave its accounting policies unchanged when more relevant and reliable alternatives exist. Users wish to compare the financial position, performance and cash ‑flows of an enterprise over time. Hence, it is important that the financial statements show corresponding information for the preceding period(s). 
The four principal qualitative characteristics are understandability, relevance, reliability and comparability. 

5. Materiality: The relevance of information is affected by its materiality. Information is material if its misstatement (i.e., omission or erroneous statement) could influence the economic decisions of users taken on the basis of the financial information. Materiality depends on the size and nature of the item or error, judged in the particular circumstances of its misstatement. Materiality provides a threshold or cut-off point rather than being a primary qualitative characteristic which the information must have if it is to be useful. 
6. Faithful Representation: To be reliable, information must represent faithfully the transactions and other events it either purports to represent or could reasonably be expected to represent. Thus, for example, a balance sheet should represent faithfully the transactions and other events that result in assets, liabilities and equity of the enterprise at the reporting date which meet the recognition criteria. Most financial information is subject to some risk of being less than a faithful representation of that which it purports to portray. This is not due to bias, but rather to inherent difficulties either in identifying the transactions and other events to be measured or in devising and applying measurement and presentation techniques that can convey messages that correspond with those transactions and events. In certain cases, the measurement of the financial effects of items could be so uncertain that enterprises generally would not recognise them in the nancial statements; for example, although most enterprises generate goodwill internally over time, it is usually difficult to identify or measure that goodwill reliably. In other cases, however, it may be relevant to recognise items and to disclose the risk of error surrounding their recognition and measurement. 
7. Substance Over Form: If information is to represent faithfully the transactions and other events that it purports to represent, it is necessary that they are accounted for and presented in accordance with their substance and economic reality and not merely their legal form. The substance of transactions or other events is not always consistent with that which is apparent from their legal or contrived form. For example, where rights and beneficial interest in an immovable property are transferred but the documentations and legal formalities are pending, the recording of acquisition/disposal (by the transferee and transferor respectively) would in substance represent the transaction entered into. 
8. Neutrality: To be reliable, the information contained in financial statements must be neutral, that is, free from bias. Financial statements are not neutral if, by the selection or presentation of information, they influence the making of a decision or judgement in order to achieve a predetermined result or outcome. 
9. Prudence: The preparers of financial statements have to contend with the uncertainties that inevitably surround many events and circumstances, such as the collectability of receivables, the probable useful life of plant and machinery, and the warranty claims that may occur. Such uncertainties are recognised by the disclosure of their nature and extent and by the exercise of prudence in the preparation of the financial statements. Prudence is the inclusion of a degree of caution in the exercise of the judgments needed in making the estimates required under conditions of uncertainty, such that assets or income are not overstated and liabilities or expenses are not understated. However, the exercise of prudence does not allow, for example, the creation of hidden reserves or excessive provisions, the deliberate understatement of assets or income, or the deliberate overstatement of liabilities or expenses, because the financial statements would then not be neutral and, therefore, not have the quality of reliability. 
10. Full, fair and adequate disclosure: The financial statement must disclose all the reliable and relevant information about the business enterprise to the management and also to their external users for which they are meant, which in turn will help them to take a reasonable and rational decision. For it, it is necessary that financial statements are prepared in conformity with generally accepted accounting principles i.e the information is accounted for and presented in accordance with its substance and economic reality and not merely with its legal form. The disclosure should be full and nal so that users can correctly assess the financial position of the enterprise. The principle of full disclosure implies that nothing should be omitted while principle of fair disclosure implies that all the transactions recorded should be accounted in a manner that financial statement purports true and fair view of the results of the business of the enterprise and adequate disclosure implies that the information influencing the decision of the users should be disclosed in detail and should make sense. This principle is widely used in corporate organizations because of separation in management and ownership. The Companies Act in pursuant of this principle has came out with the format of balance sheet and prot and loss account. The disclosures of all the major accounting policies and other information are to be provided in the form of footnotes, annexures etc. The practice of appending notes to the financial statements is the outcome of this principle. 
11. Completeness: To be reliable, the information in financial statements must be complete within the bounds of materiality and cost. An omission can cause information to be false or misleading and thus unreliable and decient in terms of its relevance. Thus, if accounting information is to present faithfully the transactions and other events that it purports to represent, it is necessary that they are accounted for and presented in accordance with their substance and economic reality, not by their legal form. For example, if a business enterprise sells its assets to others but still uses the assets as usual for the purpose of the business by making some arrangement with the seller, it simply becomes a legal transaction. The economic reality is that the business is using the assets as usual for deriving the benefit. Financial statement information should contain the substance of this transaction and should not only record going by legality. In order to be reliable the financial statements information should be neutral i.e., free from bias. The prepares of financial statements however, have to contend with the uncertainties that inevitably surround many events and circumstances, such as the collectability of doubtful receivables, the probable useful life of plant and equipment and the number of warranty claims that many occur. Such uncertainties are recognised by the disclosure of their nature and extent and by exercise of prudence in the preparation of financial statements. Prudence is the inclusion of a degree of caution in the exercise of judgement needed in making the estimates required under condition of uncertainty such that assets and income are not overstated and loss and liability are not understated.




CHAPTER THREE
RESEARCH METHODOLOGY
3.1	AREA OF STUDY
Nigerian Breweries Plc, is the pioneer and largest brewing company in Nigeria. It serves the Nigerian market and exports to other parts of West Africa. Nigerian Breweries was incorporated in 1946 and the first bottle of its brand, the STAR Lager, rolled off the bottling lines of its Lagos brewery in June 1949. As the company expanded into other regions, it established more breweries such as Aba Brewery in 1957 and Kaduna Brewery in 1963. By 1971, the company was one of the largest industries within the country in terms of capital investment. In 1982, another brewery was added in Ibadan. In September 1993, the company acquired its fifth brewery in Enugu, and in October 2003, its sixth brewery, sited at Ameke in Enugu. Ama Brewery began brewing on the 22 March 2003 and at 3 million hectolitres is the largest brewery in Nigeria.
3.2	RESEARCH DESIGN
Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled.
3.3	POPULATION OF THE STUDY
According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 
This study was carried out to examine the importance of accounting concepts and conventions in the preparation of financial statement using Nigerian Breweries Plc, Surulere, Lagos State as a case study. The staff of the sampled organization form the population of the study. Statistics from the website of Nigerian Breweries Plc, shows that the population is 3,195.

3.4	SAMPLE SIZE DETERMINATION
A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the simple random sampling (srs.) method to determine the sample size. 
3.5	SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE
The Taro Yamane (1967:886) provides a simplified formula to calculate sample sizes.
Assumption
95% confidence level 
 P = .5
[image: ]
n= 3,195/1+3,195 (0.05)2
n= 3,195/1+3,195 (0.0025)
n= 3,195/1+5.5
n=100
Therefore, for this study, the sample size is 100
3.6	SOURCES OF DATA COLLECTION
The research instrument used in this study is the questionnaire. A 10 minutes survey containing 19 questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions.
3.7	METHOD OF DATA ANALYSIS
The responses were analysed using the frequency tables, which provided answers to the research questions. 
3.8	VALIDITY AND RELIABILITY OF THE STUDY
The reliability and validity of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.



CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.1	DATA PRESENTATION
Table 4.1: Demographic data of respondents
	Demographic information
	Frequency
	percent

	Gender
Male
	
	

	
	70
	70%

	Female
	30
	30%

	Religion
	
	

	Christian
	80
	80%

	Muslim
	20
	20%

	Age
	
	

	20-25
	25
	25%

	25-30
	35
	35%

	30+
	40
	40%

	Education
	
	

	Diploma
	20
	20

	Bsc
	60
	60

	Masters
	20
	20

	PhD
	00
	00


Source: Field Survey, 2021
4.2	ANSWERING RESEARCH QUESTIONS

Question 1: Accounting concepts and conventions provide framework for constructing financial report
Table 4.2:  Respondent on question 1
	Options
	Frequency
	Percentage

	Strongly Agree
	20
	20

	Agree
	80
	80

	Strong Disagree
	00
	00

	Disagree
	00
	00

	Total
	100
	100


Field Survey, 2021
From the responses obtained as expressed in the table above, 20% of the respondents strongly agreed, while the remaining 80% agreed. There was no record of disagreement.

Question 2: Accounting concepts and conventions allow for consistency in the preparation of financial report
Table 4.3:  Respondent on question 2
	Options
	Frequency
	Percentage

	Strongly Agree
	40
	40

	Agree
	60
	60

	Strong Disagree
	00
	00

	Disagree
	00
	00

	Total
	100
	100


Field Survey, 2021
From the responses obtained as expressed in the table above, 40% of the respondents strongly agreed, while the remaining 60% agreed. There was no record of disagreement.

Question 3: Accounting concept and convention make financial report useful for decision making
Table 4.4:  Respondent on question 3
	Options
	Frequency
	Percentage

	Strongly Agree
	70
	70

	Agree
	30
	30

	Strong Disagree
	00
	00

	Disagree
	00
	00

	Total
	100
	100


Field Survey, 2021
From the responses obtained as expressed in the table above, 70% of the respondents strongly agreed, while the remaining 30% agreed. There was no record of disagreement.



CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS:
5.1 Introduction
This chapter summarizes the findings into the “importance of accounting concepts and conventions in the preparation of financial statement using Nigerian Breweries Plc, Surulere, Lagos State as a case study”. The chapter consists of summary of the study, conclusions, and recommendations. 
5.2 Summary of the Study
In this study, our focus was to examine the importance of accounting concepts and conventions in the preparation of financial statement using Nigerian Breweries Plc, Surulere, Lagos State as a case study. The study specifically was aimed at determining whether accounting concepts and conventions serve as a guide in the preparation of financial statement; ascertain if accounting concepts and conventions assist the provision of useful information for making economic decision; determine whether accounting concepts and convention help in the understanding of how transactions are accounted for; determine whether accounting concepts and conventions make financial reports more meaningful and reliable.
The study adopted the survey research design and randomly enrolled participants in the study. A total of 100 responses were validated from the enrolled participants where all respondent are active workers in the Nigerian Breweries Plc, Surulere, Lagos State.
5.3 Conclusions
Based on the finding of this study, the following conclusions were made:
1. Accounting concepts and conventions provide framework for constructing financial report
2. Accounting concepts and conventions allow for consistency in the preparation of financial report
3. Accounting concept and convention make financial report useful for decision making
5.4 Recommendations
Based on the responses obtained, the researcher proffers the following recommendations:
Since Accounting concepts and conventions have been seen as a very vital tool that provide framework for constructing financial report, allow for consistency in the preparation of financial report, and as well make financial report useful for decision making, organizations accounting departments should always apply the principles of accounting concepts and conventions in order to grow their organization higher.
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APPENDIXE
QUESTIONNAIRE
PLEASE TICK [√] YOUR MOST PREFERRED CHOICE (s) ON A QUESTION
SECTION A
PERSONAL INFORMATION
Gender
Male [  ]	
Female [  ]
Age 
18-25	[  ]
20-30	[  ]
31-40	[  ]
41 and above [  ]
Educational level
WAEC	[  ]
BSC/HND	[  ]
MSC/PGDE	[  ]
PHD		[  ]
Others……………………………………………….. (please indicate)
Marital Status
Single	[  ]
Married [  ]
Separated [  ]
Widowed [  ]
Duration of Service
0-2 years [  ]
2-5 years [  ]
5 and above [  ]
Section B
Question 1: Accounting concepts and conventions provide framework for constructing financial report
	Options
	Please Tick

	Strongly Agree
	

	Agree
	

	Strong Disagree
	

	Disagree
	



Question 2: Accounting concepts and conventions allow for consistency in the preparation of financial report
	Options
	Please tick

	Strongly Agree
	

	Agree
	

	Strong Disagree
	

	Disagree
	



Question 3: Accounting concept and convention make financial report useful for decision making
	Options
	Please tick

	Strongly Agree
	

	Agree
	

	Strong Disagree
	

	Disagree
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