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Going concern: 

1. The going concern principle is the assumption that an entity will remain in business for the foreseeable 

future. Conversely, this means the entity will not be forced to halt operations and liquidate its assets in 

the near term. 

Historical cost: 

1. In accounting, an economic item's historical cost is the original nominal monetary value of that item. 

Historical cost accounting involves reporting assets and liabilities at their historical costs, which are not 

updated for changes in the items' values. 

Accounting entity 

1. In accounting, a business or an organisation and its owners are treated as two separately identifiable 

parties. This is called the entity concept. 

Money measurement 

1. The money measurement concept underlines the fact that in accounting and economics generally, every 

recorded event or transaction is measured in terms of money. 

Accounting year 

1. The twelve month period over which an organisation's accounts are calculated. An accounting year, also 

called an accounting period, is a company's annual financial reporting period. 

Matching/accruals 

1. Matching Principle requires that expenses incurred by an organization must be charged to the income 

statement in the accounting period in which the revenue, to which those expenses relate, is earned. 

Prudence 

1. The prudence concept, is an accounting principle that requires an accountant to record liabilities and 

expenses as soon as they occur, but revenues only when they are assured or realized. 

Materiality 

1. Some items have such a low monetary value that it is not worthwhile to record them separately because 

their amount is not material. According to the materiality concept small items should be treated as an 

expense and they should not be recorded separately as an asset. For example, purchase of calculator, 

stapler and paper pin should not be recorded as an asset, but should be recorded as an expense. 

Consistency 

1. The principles adopted should be applied consistently from one period to the next. However, change in 

adopting a principle is allowed when the change assists in true and fair view. 
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Dual aspect 

1. The dual aspect concept states that every business transaction requires recordation in two different 

accounts. This concept is the basis of double entry accounting. 

 


