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B.COM. PART 1 

CORE CONCEPT OF FINANCIAL ACCOUNTING 

16. Account 
It is a statement of the various dealings which occur between a customer and the firm. It can also be expressed as a 
clear and concise record of the transaction relating to a person or a firm or a property (or assets) or a liability or an 
expense or an income. 
 
17. Invoice 
While making a sale, the seller prepares a statement giving the particulars such as the quantity, price per unit, the total 
amount payable, any deductions made and shows the net amount payable by the buyer. Such a statement is called an 
invoice. 
 
18. Voucher 
A voucher is a written document in support of a transaction. It is a proof that a particular transaction has taken place 
for the value stated in the voucher. Voucher is necessary to audit the accounts. 
 
19. Proprietor 
The person who makes the investment and bears all the risks connected with the business is known as proprietor. 
 
20. Discount 
When customers are allowed any type of deduction in the prices of goods by the businessman that is called discount . 
When some discount is allowed in prices of goods on the basis of sales of the items, that is termed as trade discount, 
but when debtors are allowed some discount in prices of the goods for quick payment, that is termed as cash discount. 
 
21.Solvent 

A person who has assets with realizable values which exceeds his liabilities is insolvent. 

 

22.Insolvent 

A person whose liabilities are more than the realizable values of his assets is called an insolvent. 

 

Accounting Concepts And Conventions 
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Separate Business Entity Concept     Convention of full disclosure Money Measurement 

Concept                                         Convention of Materiality 

  Dual Aspect Concept      Convention of Conservatism 

Going Concern Concept      Convention of consistency 

Accounting Period Concept 

Cost Concept 

The Matching Concept 

Accrual Concept 

Realization Concept 

 

 

i) Business Entity Concept: A business unit is an organization of persons established to accomplish an economic 

goal. Business entity concept implies that the business unit is separate and distinct from the persons who provide the 

required capital to it. This concept can be expressed through an accounting equation, viz., Assets = Liabilities + 

Capital. The equation clearly shows that the business itself owns the assets and in turn owes to various claim 

 

ii) Money Measurement Concept: In accounting all events and transactions are recode in terms of money. Money is 

considered as a common denominator, by means of which various facts, events and transactions about a business can 

be expressed in terms of numbers. In other words, facts, events and transactions which cannot be expressed in 

monetary terms are not recorded in accounting.  

 

iii) Going Concern Concept: Under this concept, the transactions are recorded assuming that the business will exist 

for a longer period of time, i.e., a business unit is considered to be a going concern and not a liquidated one. Keeping 

this in view, the suppliers and other companies enter into business transactions with the business unit. This assumption 

supports the concept of valuing the assets at historical cost or replacement cost.  

 

iv) Dual Aspect Concept:  

According to this basic concept of accounting, every transaction has a two-fold aspect, Viz., 1.giving certain benefits 

and 2. Receiving certain benefits. The basic principle of double entry system is that every debit has a corresponding 

and equal amount of credit. 


