


Part II: 
Accounting concepts, applications & 

interpretation



Webinar Outline
01 Historical Cost Convention

02 Consistency Concept

03 Prudence Concept

04 Going Concern Assumption

05 The Matching Concept

06 The Accrual Concept 

07 Depreciation/ Amortisation Concept

08 CASH BOOK V BANK STATEMENT

11 Deferred Tax

12

ACCOUNTING FOR INTANGIBLES
● Accounting for Intangibles with 

finite life
● Accounting for Intangibles with 

indefinite life

13 TRUST ACCOUNTING – NEVER EVER 
MIX TRUST FUNDS WITH OWN FUNDS

14 CONTINGENCIES ACCOUNTING
● Contingent Assets & Liabilities

15 Management Tools

16 Interpretation of Accounts09 Bank Reconciliation

10 ACCOUNTING PROFIT V TAX PROFIT



Historical Cost 
Convention



Historical Cost 
Convention
Historical
Value attributed to transaction is 
historical

Convention is 
Historical Cost less impairment 
if any



Consistency 
Concept



Consistent adoption

for comparability

from one period to another 

and with others



Prudence 
Concept



so that

           income/asset not overstated

           expense/liability not understated

 be conservative

in adopting policies and estimation

Prudence Concept
When in doubt, 



Going Concern 
Assumption



Accounts are prepared assuming

ability to operate

sell assets and pay liabilities

in normal course of the business

into foreseeable future. 

Otherwise, accounts to be on 
break-up basis.



The Matching 
Concept



The Matching Concept

Revenue

Cost/Expense           

Revenue



The Accrual Concept



The Accrual Concept

Accrued Expense

Revenue Revenue

Expense



The Accrual Concept

  Prepaid Expense

Revenue Revenue

Expense Expense



Depreciation/ 
Amortisation Concept



Depreciation/Amortisation Concept

Year



CASH BOOK V 
BANK STATEMENT



Bank Reconciliation



Bank Reconciliation



ACCOUNTING PROFIT V 
TAX PROFIT



Example of how taxable profit is 
different from accounting profit



Depreciation/Amortisation Concept

Year



Example of how taxable profit is 
different from accounting profit



Deferred Tax

Purpose: To tell the story of how cash came in and out 
of the enterprise during the period.



Deferred Tax



Deferred Tax



ACCOUNTING FOR 
INTANGIBLES



Accounting for Intangibles 
with finite life



Accounting for Intangibles with finite life



Accounting for Intangibles 
with indefinite life



Accounting for Intangibles with 
indefinite life



TRUST ACCOUNTING – 
NEVER EVER MIX TRUST 
FUNDS WITH OWN FUNDS



Trust Accounting



CONTINGENCIES 
ACCOUNTING



Contingent Assets & 
Liabilities



that can only crystallise (be determined) in the future
Contingency arises from a past event

01 Contingent 
Asset
not to recognise 
but to disclose in 
Note to Financial 
Statements if 
probable 

02 Contingent 
Liability
recognise as liability 
only if obligation has 
arisen, claim is 
probable and can be 
reliably estimated

03 Contingent 
Liability
otherwise disclose 
as Note to Financial 
Statements 



Figures tell a story and they do not lie



Management Tools



Management Tools

Trend analysis Productivity analysis

Variance analysis Ratio analysis
● P & L Ratios
● Balance Sheet 

Ratios
 

Breakeven & Cash 
Breakeven

Profitability analysis

Interpretation of 
accounts



Interpretation of Accounts
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Interpretation of Accounts



Interpretation of Accounts



Interpretation of Accounts



Interpretation of Accounts



Interpretation of Accounts



Interpretation of Accounts



Interpretation of Accounts





Interpretation of Accounts





Interpretation of Accounts



The End … 
Thank You !!!!




