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4. Stable monetary unit. This assumes that the value of peso does not 

change significantly over time regardless of the effects of inflation. For 
example, if a company buys a portion of land for 3 million pesos and holds 
on to it for 5 years, it will continue to be reported on the financial statement 
for the original price of 3 million pesos.  
 

5. Time period principle. To help an enterprise in providing financial 
information on a timely basis, its operating life may be divided into equal 
time periods (e.g., monthly, quarterly, or annually) called accounting 
SHULRGV��7KLV�DOORZV�WKH�XVHUV�WR�DVVHVV�WKH�HQWHUSULVH¶V�SHUIRUPDQFH�DFURVV�
HTXDO� WLPH� SHULRGV� �H�J��� FRPSDULQJ� WKLV� PRQWK¶V� QHW� LQFRPH� ZLWK� ODVW�
PRQWK¶V�� 

 
6. Continuity assumption/Going concern. This implies that an enterprise 

is assumed to be a 'going concern' or will remain in business unless 
available evidence is showing it will or will have to stop its operations in 
future periods. If an enterprise is a going concern, it must prepare and 
present financial statements according to GAAP. 

 
7. Accrual basis. Whether or not cash has been received, income/revenue is 

recognized when earned. Also, whether or not cash has been paid out, 
expense is recognized when incurred. This is very different from the cash 
basis where income/revenue or expense is recognized only when cash has 
been received or has been paid out. 
 
 

Exercise: Assume that on September 8, Elise opened Flowers Aplenty (a flower 
shop) and invested Php50,000 into the business. She received an order for flowers 
to be delivered to ABCDE Company on September 19. Elise delivered the flowers 
on that date. ABCDE Company paid Php6,000 on September 25. Under the accrual 
basis, on what date should the income/revenue of Php6,000 be recognized? Why?   
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