Accounting Concepts
There are two groups of concepts

1. Concepts used without realization  and 
2. Fundamental concepts of accounting
1. Concepts used without realization
· The historical cost concept
· The money measurement concept
· The business entity concept
· The dual aspect concept
· The time interval concept
The Historical cost concept:

This states that assets are normally stated at their cost ( not net of depreciation), as such, the assets are entered in the balance sheet of the firm at the amount originally paid for them by the firm.

The money measurement concept:

Accounting information recorded by an accountant generally are those that can be measured in monetary units and those that most people will agree to the monetary value of the transaction. Accounting will never tell you how efficient or inefficient management or staff may be or if there are laws coming that will affect the firm or even if the firm is loosing customers to a rival.
The business entity concept:

The affairs of the business should be treated separately from the non-business affairs of the owner/manager. The only time the activities of the owner are regarded is if more capital is introduced or drawings took place.

The dual aspect concept:

There are two aspects of accounting, the assets of the firm (assets) and the claims against those assets (liabilities). These two are always equal to each other, and is the alternate form of the accounting equation (Assets = Capital + Liabilities).

The time interval concept:

Statements are prepared at regular intervals of one year. Management may opt to prepare, for their own use, monthly or even weekly statements.
2. Fundamental concepts of accounting.
1. Going concern concept
2. Prudence concept

3. Consistency concept

4. Accruals (matching) concept
Going concern concept:

This implies that the business will continue to operate for the foreseeable future. Assets, then, would be valued and recorded at their historic cost.

Prudence concept:

Accountant, many times, have to use their judgement in deciding between two figures of stock, for example. Accountants should always exercise caution when dealing with uncertainty while, at the same time, ensuring that the financial statements are neutral- that gains and losses are neither overstated nor understated.
Consistency concept:

When a business has used a method to treat a particular item, like depreciation for example, they should continue to treat similar items in like manner. They must be consistent in order to avoid fluctuating and misleading profits. This follows the prudence concept.

Accruals (matching) concept:

Net profit is the difference between revenues earned and the expenses incurred in generating such revenues no matter when those expenses are slated to be paid. Expenses should be matched against revenue in the period which both occurred.
