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1.a) Income Statement

Statement of profit or lossfor the period 1 January 2021 to 31 December 2021
	
	Amount (£)

	Revenue
	 

	Sales
	310,423

	Less: COGS 
	219,223

	 
	

	Gross Profit 
	91,200

	 
	

	Expenses 
	

	Sundry expenses 
	2,250

	Rental and insurance cost 
	19,200

	Administration expenses 
	2,772

	Salaries and wages 
	35,804

	Bad debts 
	980

	Total expenses 
	61,006

	 
	

	Net Profit 
	30,194



















1.b) Balance Sheet

Statement of Financial Position as at 31st December 2021
	
	 £

	Assets
	

	Current Assets
	 

	Cash 
	82

	Inventory 
	25,164

	Trade Receivables (6860)
	 

	Less: Bad debts (980)
	5,880

	 
	31,126

	Non-current Assets 
	 

	Shop fittings (12200)
	 

	Less: Depreciation (1220)
	 

	Less: Accumulated depreciation (7320)
	3,660

	Delivery van (35580)
	 

	Less: Depreciation (6918)
	 

	Less: Accumulated depreciation (12520)
	16,142

	 
	19,802

	Total Assets 
	50,928

	 
	 

	Equity and Liability 
	 

	Current liability 
	 

	Creditors for VAT
	7,729

	Trade Payables 
	34,420

	 
	42,149

	Equity and Shareholders 
	 

	Share capital (4993)
	 

	Add: Profit (22056)
	 

	Less: Drawings (18270)
	8,779

	Total Liability 
	50,928










Accounting or the immune system of every organisation. Any bussiness needs accounting as it can avoid errors overtime. A proper accounting system and acuray can save the bussiness from Bankruptcy. By keeping an evidnce of your budget you can also save money and know exacly where to invest. Accounting principles are fundamental elements of correct accounting procedures. They are very important in keeping accurate records and reduce the chances of financial recording errors.It is essential to understand these fundamental accounting concepts if you want to comply with stock market requirements and maintain transparency with your shareholders. Please see below 14 fundamental accounting concepts you should consider when you start a bussines. 

Accrual Principle

In accordance with the accrual principle, we should keep an evidence of all financial transactions and the record should be updated at the proper time periods. The transactions themselves take place during this time, rather than when money is placed into a company's bank account. Most of the time, these are the times when transactions take place, not when cash is put into a company's account.Accrual Principle is the easy way of keeping evidence of what happened during a certaing accounting period of time. Also, this is the key for avoiding accounting information from being delayed or accelerated by cash flow. 

Conservatism Principle

The "conservatism principle" teach as that accountants and businesses record both their spending and their obligations as soon as possible. In addition, it adds that you should only record the income and assets when you are certain that they will materialise at the time that they are expected to. The advantages may be appreciated with little effort. The conservatism principle prevents companies from recording revenue that they haven't already received, which could mislead shareholders. Additionally, the conservatism principle encourages companies to exercise financial restraint by requiring them to quickly and accurately record any expenses or liabilities.

Consistency Principle

Consistency Principle is a bit differenet compare with the othrs principle but still important for for accounting processes in general. It requires accountants to continue using whatever accounting principle or procedure they started with until a clearly superior principle or process is available. This concept is intended to stop organisations from moving between multiple accounting techniques or treatments for transactions. Sould make it easier for other accountants to monitor the financial documentation of a certain organisation.

Cost Principle

Businesses should only register their assets, stock holdings, and liabilities at the original purchase prices. This is the case even if the prices have changed. Instead of sticking to this methodology, some modern businesses choose to adjust their assets and liabilities in line with fair assessments rather than continuing to use it. The cost principle puts a significant focus on maintaining a record that correctly represents the cost of the activity being evaluated. The issue is that this particular principle may have an effect on the balance sheet. When the value of fixed assets at the time of purchase is significantly different from their current worth, dealing with the appreciation of such assets presents the greatest challenge. When we take into account depreciation and how it impacts the organisation, we can see how it is relevant.

Economic Entity Principle

The rationale behind the economic entity principle is that the financial transactions of a company should be kept entirely separate from those of its owners. It helps owners to avoid mixing up their personal income and expenditures with those of their bussines expensess. Additionally, it avoids separate business firms' assets and liabilities from being commingled, which is something that may create significant complications in the case of an audit.

Full Disclosure Principle

In accordance with the principle of full disclosure, businesses and the accountants who work for them are obligated to provide all of the information that is necessary for readers to grasp financial statements. To put it another way, the financial records shouldn't need to be clarified with any other papers in order to be understood. Inclusion of both current transactions and anticipated events that rely on third parties is possible, and doing so will assist the company in being as open as possible. This helps to clear up any confusion that may arise during an external audit for both employees inside the organisation as well as consumers.

Matching Principle

It is necessary for a company organisation to compare all of the costs that it expended during a particular accounting period with the revenues that it recorded during that same period. By subtracting the expenditures that are directly connected to the income that was recognised during a certain period of time, the matching principle makes it easier to determine the amount of profit or loss that was experienced during a specific period of time.

Materiality Principle

The idea of materiality suggests that transactions and events that have substantial or small impacts should not be documented and reported in the financial statements. This is because these types of effects are not material. It has been suggested that the recording of trivial occurrences cannot be justified due to the eventual lack of usefulness that it provides to its consumers.The person who prepares the accounts is responsible for determining what should be considered material and what should be disregarded as such.
There is a good chance that the significance of an event or transaction may be judged based on the influence that it has on an organization's current financial situation, results of operations, changes in the organization's current financial status, and the judgments or choices that users make.

Objectivity Principle

This concepit is startight forword, any accounting data has to be as acurate as possible and this has to be supported by evidence. This inculdes receipts,vauchers, invoices, and balance sheet. We have to keep all the informations safe as this shows how the company operates daily.
Reliability Principle
The primary objective is to provide assurance that all transactions, business operations, and events are reliably and correctly reflected in the company's financial statements. In order for information to be considered dependable, it must first be able to be researched, evaluated, and verifiably proven with tangible proof. Auditors cannot function well without knowing this. In most cases, there are two reasons why information that cannot be relied upon: intentional dishonesty and incompetence. Both may be avoided by instituting internal controls or by commissioning an audit to be carried out by an accounting firm.
Revenue Recognition Principle 

According to the revenue recognition Principle events and circumstances are recorded in the books of accounts as they occur, rather than in the time of their receipt or payment. Consequently, income produced throughout the year must be matched with revenue received during the year.
The principle of recognising revenue is very similar to the one that was discussed previously. It specifies that revenue should not be recognised until the company has either primarily or completely finished the earnings process before it can be considered ready. This stops companies from declaring profits and revenue when it is too soon, which is one of the benefits that this regulation delivers.

Time Period Principle

Time Period Principle or Accounting period will show if the compay went up or down, the costs, and the benefits after on financiar year or 12 monts (1st of April - 31st of March). 
However, understanding the reasons for its success or failure at that moment in time would not be helpuf as you can’t change anything but could be a good example for the following year. The management team will then have sufficient time to implement both corrective and preventative actions. By doing timely evaluations of the financial results in each accounting period, this would alleviate the challenges faced by both the owner of the business and the many consumers of the accounting information.

To run a bussines is very imporatant to understand the language. Generally Accepted Accounting Principles is it the acounting language, the base. Knowing accounting industry's basic practises and concepts. It is essential to acquire the knowledge and make sure you fully comprehend the ideas before using them in the actual world. Businesspeople need to understand the above principle in order to be able to operate a company that has consistent growth. 
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