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Essay: Accounting Principles 
[bookmark: _GoBack]Accounting is the term which is being given to the system of recording as well as summarizing business as well financial transactions as well as analyzing, reporting and verifying the results. In simple words accounting is the term that is used to describe the process of keeping several accounts or statements related to finances that help the brand or the individual in keeping an eye over their financial status (Jasim and Raewf, 2020). There are several types of accounting some of which are corporate accounting, public accounting, government accounting, and forensic accounting and so on. There are several principles of accounting too which are termed as the accounting principles. The major focus of this essay will be on evaluating several principles of accounting that include consistency, monetary unit, materiality, and so on. The essay will make sure to discuss them critically with explaining its relevance to the preparation as well as presentation of several financial accounts. 
Accounting principles are some set of rules as well as guidelines that the organisations or several other bodies have to follow when they are reporting financial data or information (Camfferman and Detzen, 2018). These are the rules or a guideline that helps the brand in making their financial analysis much easier to examine with the help of standardization of the terms as well as methods that accounts or the finances must use.    
The International Financing Reporting Standards is said to be widely-used sets of rules as well as principles that is being adopted within the 166 jurisdictions (Bananuka et al. 2019). There are several accounting standards that are being implemented within the organisation to make sure that they are effective as well as efficient in improving the quality of financial data or information that are being collected or reported.  
The ultimate goals of any set of accounting principle is to make sure that the financial information or the statements of the brand are much effective as well as complete, comparable and consistent. This also helps the investors of the organsation to make sure to analyze as well as extract effective and efficient information from the financial statements of several different organisations or companies that include the trend data over a time period (Tuovila, 2021). Accounting principles helps in reducing or mitigating accounting related fraud by ensuring an increased transparency as well as allowing the identification of different types of red flags within the financial statements of the brand or the organisaiton.     
There are several accounting principles; some of the key principles of accounting are Consistency principle, Matching principle, Materiality principle, Monetary unit principle and Time period principle and many others (Retolaza and San-Jose, 2021).  These are some of the most notable principles among all. This section of the essay will be focused on effective and efficient description of these types of principles as well as their role or relevance in the process of preparing as well as presenting the financial accounts or statements of the brand. The process of standardizing of principle of accounting is said to have a great history which is related to the fifteenth and sixteenth centuries in which a T-ledger was introduced which included a matched entries for all the assets as well as liabilities (Tuovila, 2021). There are several scholars who have argued that the advent of double-entry bookkeeping accounting practices during that period of time has provided a springboard for the rise of capitalism as well as commerce. An American Institute of Certified Public Accountants as well as the New York Stock Exchange tried to launch the first ever accounting standards that are to be used by the organisations as well as firms in the United States during the time period of 1930s (Tuovila, 2021).  
The consistency principle states that after the selection or adoption of the accounting principle or accounting method, one must keen to follow the same and should be consistent with the same in future period of accounting. The changes can only be made when there is new version of the same is available within the financial industry or market that will help the brand in improving the financial results of the brand. The principle also states that if the changes are being made up by the brand than the full document is affected as well as the inclusion of them might accompany the financial statement of the brand (Accounting Tool, 2022). The principle of consistency play an effective role in the preparation and presentation of the financial accounts as it stated that the method that has been used will be constant and will be followed effectively for a longer period of time. This will help the brand with the evaluation as well as the selection of the best method for the same. 
The matching principle is said to be that accounting concept that dictates that the organisations or the firms to report the expenses at the same time they are dictating their revenue (Penman and Zhang, 2020). The principle further states that the revenues as well as expenses are matched in the income statement of the brand or the firm for some period of time that can be within a month, a year or a month as well. Several benefits are there that are being provided by applying this principle. One of them is that it is said to be the part of the accrual accounting method and make sure to present a much more accurate or appropriate picture of the operations of the organisation or the firm on their income statements (Corporate Finance Institute, 2022). It stated that the investors are moreover interested in seeing that type of financial statements that are clearer and include revenue as well as expenses all together. With the matching of the revenues with the expenses will help them in getting a better idea about the finances as well as the economics of the organisation or of the business. There are several challenges that are also linked with this; one of them is that this type of principle works effectively when there is a simple use of cause and effect relationship to relate the revenues with the expenses. There are several times when this had become much difficult for the brand or the organisation. 
The materiality is that principle of accounting that states that all of the items that affect or influence the decision making of the investor should be recorded or must be reported in detail in the financial statements of the brand with the help of GAAP standards. Eventually, it is said that the materiality is the term which is related to the significance of the information within the financial statements of the organisation. The materiality principle helps the financial statement of the brand to be more accurate as well as provide a better view of their financial health in the eyes of the investors as well as its customers. Effective knowledge of how to prepare as well as analyze the financial statements will help with the better understanding of the organisation and will help in improving the condition of investment within the organisation (Harvard Business School, 2016). This will play an important role in the preparation of the financial statements as it will make it more realistic as well as accurate to please several investors to invest in the organisations. 
The monetary unit principle is that type of principle that states that the transaction of the businesses should only be recorded or reported if they can be expressed in the term of any currency or monetary value. In simple words anything that can be recorded in term of money or quantity, should be recorded within the financial accounts of the brand. This will help the brand in making sure that they are able to find suitable profitability of the brand that will help the investors in getting a bigger as well as the broader image of the economics or the finances of the organisation. Over the period of time, money has been adopted widely as the measurement unit for the accounting (Debitoor, 2022). As per the principle, when any business transaction has been made, they are firstly as well as ultimately converted in term of money and it is then recorded within the books of financial accounts. 
The time period principle is that concept that states that the business should record or report the results of their finance related to their activities after a period of time that can be a month or a year. After the duration of each and every reporting period is established, the usage of GAAP or IFRS should take place for the process of recording the transactions within each reporting period. As per the principle, a high level of consistency as well as clarity is required to produce a financial statement that can be effectively or efficiently recorded or can be compared with other financial statements that are recorded within the time period of previous years (Accounting Tool, 2022).     
The ultimate goal of the process of standardizing the principles of accountings is to make sure to allow the users of financial statement of the organisation to view the finances of the organisation with a certainty that the information that is being provided is clear, complete, and comparable as well as is consistent. 
Completeness of these finance related information is achieved or ensured with the help of materiality principle, as the entire material transactions should make sure to be accounted for the financial statements or accounts. 
Consistency refers to the process of using several accounting principles during a period of time by any organisation whereas comparability is the ability of the financial statement users to review the finances of several organisaiton in one go. This helps in guaranteeing that all of the accounting principles are being followed with same effectiveness as well as efficiency and are also being followed to some set of standards. 
There are several bodies around the globe that are responsible for setting up or making up of the accounting standards. Just for examples, in the nation like United States, GAAP or Generally accepted accounting principles are regulated by the organisation named FASB or Financial Accounting Standards Board. On the other hand, in Europe, the IFRS or International Financial Reporting Standards are established or regulated by IASB or International Accounting Standard Board. 
IFRS or International Financial Reporting Standard is the standard-based approach which is used or applicable internationally where as GAAP or Generally Accepted Accounting Principle is a rules-based approach or system that was primarily applied or used in United States (Tuovila, 2021). Where IFRS is said to be more dynamic platform that is revised on a regular basis to make sure to response effectively and efficiently to the changes within the financial environment, the GAAP is said to be more static that might not be changed or used to effectively to provide proper responses to the changing financial environment.   
Unlike the positives, several critiques of principle based accounting systems are also there that says that they provide the organisations or the brands with far more freedom as well they do not tends to improve transparency or provide transparency to the investors or the customers of the brand. The critiques believe that the organisation does not follow any specific rules that are being set out by the prestigious organisation. The reporting of these brands or the companies may be inaccurate as well as might provide an inaccurate picture of the financial statement or health of the organisations. In the case of GAAP which is a rule based method is said to be more complex that creates several unnecessary complication within the presentation of the financial statements of the organisation (Tuovila, 2021). Some of the critiques have claimed that having strict rules and regulations means that the organisation must have to spend an unfair amount of resources of their organisaiton to make sure to comply them with the suitable as well as effective industrial standards.  
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Microsoft_Excel_Worksheet1.xlsx
Sheet1

		Particulars		Amount		Amount

		Sales 				310,423

		Cost of Good Sold

		Purchases		214,165

		opening stocks		30,222

		closing stock		-25,164

		Cost of good available for sales		219,223

		Cost of Good Sold				-219,223



		Gross profit				91,200

		Sundry expenses				2,250

		rental and insurance costs				19,200

		Administration expenses				2,772

		salaries and wages				35,804

		Outstanding debt				980

		depreciation on van (notes)				10,674

		depreciation on shop fiitings (notes)				1,220

		Operating expenses				72,900



		Net income				18,300






image3.emf
Laibilities Amount Amount Assets Amount Amount

Delivery van 35,580       

Creditor VAT 7,729         less: dep -12,520      

Trade creditors 34,420       less: dep(notes) -10,674       12,386        

Shop Fitting  12,200       

less: dep -7,320        

less: dep (notes) -1,220         3,660          

Trade debtor 6,860          

Cash at bank 82               

closing stock 25,164        

Equity outstanding debt -980           

Capital 4,993                

Drawing -18,270            

-13,277     

Net income 18,300      

Total Liabilities and Equity 47,172       Total Assets 47,172        


Microsoft_Excel_Worksheet2.xlsx
Sheet1

		Laibilities		Amount		Amount		Assets		Amount		Amount

								Delivery van		35,580

		Creditor VAT				7,729		less: dep		-12,520

		Trade creditors				34,420		less: dep(notes)		-10,674		12,386

								Shop Fitting 		12,200

								less: dep		-7,320

								less: dep (notes)		-1,220		3,660

								Trade debtor				6,860

								Cash at bank				82

								closing stock				25,164

		Equity						outstanding debt				-980

		Capital		4,993

		Drawing		-18,270

						-13,277

		Net income				18,300





		Total Liabilities and Equity				47,172		Total Assets				47,172
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Particulars Amount Amount

Sales  3,10,423              

Cost of Good Sold

Purchases 2,14,165               

opening stocks 30,222                   

closing stock -25,164                 

Cost of good available for sales 2,19,223               

Cost of Good Sold -2,19,223            

Gross profit 91,200                  

Sundry expenses 2,250                    

rental and insurance costs 19,200                  

Administration expenses 2,772                    

salaries and wages 35,804                  

Outstanding debt 980                        

depreciation on van (notes) 10,674                  

depreciation on shop fiitings (notes) 1,220                    

Operating expenses 72,900                  

Net income 18,300                  


