» Accounting concepts define the
assumptions on the basis of which
financial statements of a business
entity are prepared.
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» All the transacticons are recorded in the books
of accouirits on the assumption that profits on
these transactions are to be ascertained for a
specified period. This is known as accounting
period concept. Thus, this concept requires
that a balance sheet and profit and loss
account should be prepared at regular
Intervals. This Is necessary for different
purposes like, calculation of profit,
ascertaining financial position, tax
computation etc.



» The matching concept states ihat the revenue and the
expenses Incurred Lo earr @2 revenues must belong to
the same accountinig period. So once the revenue Is
realised, the next step Is to allocate it to the relevant
accounting period. This can be done with the help of
accrual concept If the revenue is more than the
expenses, it is called profit. If the expenses are
more than revenue it is called loss. This is what
exactly has been done by applying the matching
concept.



» The meaning of accrual !s 52mething that becomes due
especially ari amorznt ot money that is yet to be paid or
received at the end of the accounting period. It means
that revenues are recognised when they become
receivable. Though cash is received or not received
and the expenses are recognised when they become
payable though cash is paid or not paid. Both
transactions will be recorded in the accounting period
to which they relate.



