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1. Going Concern Principle: Assumes that a business will continue to operate indefinitely.
Financial statements are prepared with this assumption in mind.

2. Consistency Principle: Requires a business to use the same accounting methods and
principles from one period to the next, ensuring comparability of financial information.

3. Materiality Principle: States that only items that significantly impact financial decisions
need to be reported, helping to maintain relevance in financial reporting.

4. Principle of Conservatism: Encourages accountants to choose methods that will result in
the least favorable financial position, ensuring that assets and income are not overstated.

5. Principle of Matching: Requires expenses to be matched with revenues in the period in
which they were incurred, promoting accurate income measurement.

6. Revenue Recognition Principle: Revenue is recognized when it is earned, regardless of
when cash is received. This principle guides the timing of revenue recognition in financial
statements.

7. Full Disclosure Principle: Requires that all relevant information that could impact financial
decisions be disclosed in the financial statements or accompanying notes.

8. Objectivity Principle: Financial statements should be based on objective evidence and free
from bias, ensuring reliability and trustworthiness of the information provided.

9. Conservatism Principle: When faced with uncertainty, accountants should err on the side
of caution by recognizing losses and liabilities rather than gains or assets.
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10. Accrual Basis Principle: Transactions are recorded when they occur, not when cash
changes hands. This principle ensures that financial statements reflect the economic reality
of business activities.

Understanding these accounting principles and concepts is essential for preparing accurate and
reliable financial statements that provide meaningful information for decision-making and financial
analysis.
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