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or granting credit. They want to be sure that the concern will not experience difficulty
in making their payment in time i.e. liquid position of the concern is satisfactory. To
know the liquid position, they need accounting information relating to current assets,
quick assets and current liabilities which is available in the financial statements.
Members of Non-profit Organisations: Members of non-profit organisations such
as schools, colleges, hospitals, clubs, charitable institutions etc. need accounting
information to know how their contributed funds are being utilised and to ascertain if
the organisation deserves continued support or support should be withdrawn keeping
in view the bad performance depicted by the accounting information and diverted to
another organisation. In knowing the performance of such organisations, criterion will
not be the profit made but the main criterion will be the service provided to the society.
Government: Central and State Governments are interested in the accounting
information because they want to know earnings or sales for a particular period for
purposes of taxation. Income tax returns are examples of financial reports which are
prepared with information taken directly from accounting records. Gover ts also
needs accounting information for compiling statistics ccqcerm@@m%ch in
turn helps in compiling national accounts.
Consumers. Consumers need4ac N@g mform jon for establishing good
accounting control t of p e'reduced with the resultant
reduéeq’o‘@ 0 7Somet|me3 prices for some goods are fixed
xhe Government, squ é’ counting information to fix reasonable prices so that
consumers and manufacturers are not exploited. Prices are fixed keeping in view fair
return to manufacturers on their investments shown in the accounting records.
Research Scholars. Accounting information, being a mirror of the financial
performance of a business organisation, is of immense value to the research scholars
who wants to make a study to the financial operations of a particular firm. To make a
study into the financial operations of a particular firm, the research scholar needs
detailed accounting information relating to purchases, sales, expenses, cost of
materials used, current assets, current liabilities, fixed assets, long term liabilities and
shareholders' funds which is available in the accounting records maintained by the

firm.



Generally Accepted Accounting Principles

Accounting Concepts Accounting Conventions

—Separate entity concept Conservatism
—Money measurement concept Consistency
—Going concern concept Full Disclosure
—Dual aspect concept Materiality

—Realisation concept

—Cost concept

—Accounting period concept
—Matching concept

ACCOUNTING CONCEPTS

v Business entity concept: A business and its owner should be treated separately as far
as their financial transactions are concerned. \(

v" Money measurement concept: Only business transa rehaGaQoe expressed in
terms of money are recorded in zﬁ ‘@&a records of other types of

transactions may be kept s
v Dual aspect gw € gry creds rr@‘]dlng debit is made. The recording
P @MA is co ath}s dual aspect.

Going concern concmccountmg a business is expected to continue for a fairly
long time and carry out its commitments and obligations. This assumes that the
business will not be forced to stop functioning and liquidate its assets at “fire-sale”
prices.

v Cost concept: The fixed assets of a business are recorded on the basis of their original
cost in the first year of accounting. Subsequently, these assets are recorded minus
depreciation. No rise or fall in market price is taken into account. The concept applies
only to fixed assets.

v' Accounting year concept: Each business chooses a specific time period to complete
a cycle of the accounting process—for example, monthly, quarterly, or annually—as

per a fiscal or a calendar year.



