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		Accounting Principles 

Accounting principles are the rules and guideline that an organisation follows when reporting financial information. These rules make it easier to examine financial data and methods that accountants must use it. The purpose of having and following accounting principles is too able to communicate economic data between businesses. Companies that release their financial data to the public are required to follow these principals in preparation of their statements. A company's reporting of its liabilities, assets, expenses, and revenue can be made clearer by an auditor, investor, or other reviewer with the aid of these standards. There are 14 principals:
1.Accrual principle
As per accrual principle of accounting, all transactions should be evaluated in the periods in which they occur rather than when a cash flow is projected to be earned from them. In accrual accounting, this principle is particularly necessary since it makes it possible to achieve financial statements that are easier to follow and that fully reflect the period's facts. If a firm does not follow to the accrual principle, the resulting cashflow may trigger an artificial acceleration or delay of the transaction. According to the vendor's payment terms, an accountant might, for instance, record an expense at the time the fees are paid, which could lead to delays.
2.Conservatism principles 
	The principle of conservatism refers to the idea that all liabilities and expenses should be recorded as soon as possible, while assets and revenues should only be recorded when an accountant is certain they will occur. Due to the delays in asset and revenue recognition, applying this principle could push the financial documents in a meticulous side, leading to a lower reported profit. To minimize misleading a company's finances and keep them looking realistic, this can be a wise idea to stop against moving further than this principle.
3.Consistency principles 
	Following the consistency principle involves keeping also with accounting methods and principles you've decided up until a clearly better one or principle comes to market. By keeping the concept of consistency, the business makes sure that everyone going through its financial records can understand all the figures and data being displayed and how the accountants put the records up. Without consistency, a company could change between numerous accounting processes, which would be misleading.
4.Cost principles 
	The cost principle of considers that all equity investments, assets, and liabilities should be recognized at the original purchase rates at which they were achieved. This rule makes it even explicit that the recorded sums will not be modified to keep up with inflation or depending on market value. A short-term investment in a company's capital stock is an exception to this rule if its market value has changed.
5.Econimic entity 
	The transactions of an entity should not be mixed with other businesses or business owners.
Government entities, sole proprietorships, corporations, and partnerships are just a few instances of the many various types of business entities that might exist. Due to the fact that they are run by people who may not have received proper training in recognizing the benefits of keeping business and personal actions apart, sole proprietorships usually have more challenges with the economic entity principle.
6.Full disclosure 
	The key objective of this principle is to assure that any agent with an interest in the organisation can evaluate relevant information defining its odds of success. When reading the paperwork, this information needs to make it simple for an expert reader to appreciate a business's finances.
7. Matching Principle 
	Under the matching concept, all expenses will be recorded with their linked revenue. When reporting the revenue from the sale of each item, a business could charge inventory to the cost of goods sold by using this technique. Expenses are included on the statement from the time they are used or expire if they are not directly related to business revenue. All expenses that the firm cannot instantly identify a future benefit to must be directly assigned to the expense category of the accounting records.
8.Revenue recognition principle 
	According to the revenue recognition principle, an entity should only earn profits after the earnings process was successfully completed and can be validated. Regardless of when it is collected, income is recorded when it is earned. The multiple accounting laws and regulations boards have given additional details describing what defines the proper earnings in response to fraud concerns. The accrual method of accounting also includes the revenue recognition principle.
9.Time period principle 
	The time period principle, which is thought to be one of the most transparent, refers to the concept that a business should report all its financial information within a specific period of time and that the business can organize all of its activities into specific time periods. The most common timings are weekly, monthly, semi-annually, and annually, although a business can establish its own timescales as required. This rule aims at ensuring that all established time periods generate accurate and consistent data that can be evaluated. When a company is going public, seeking for investors, or asking loans for business purposes, it is very important to provide regular and consistent reports.
10. Reliability principle 
	All activities which can be proven should be recorded, according to this concept. A supplier invoice, for example, offers definite evidence that an expense has been documented. Auditors are especially interested in this idea since they are often looking for evidence to verify transactions.
11. Going concern principle
	This concept shows that a firm will likely continue to survive for some period. This suggests that delaying the reporting of some costs, such depreciation, until subsequent periods could be acceptable. If not, they would have to report all expense straight away and not delay any of them.
12. Monetary Unit Concept
	A fact or transaction will only be recorded in the accounting books if the effect of that fact or transaction can be evaluated in monetary terms, in conformity with the money measurement concept. If that's not the case, no information should be documented even if that was important and may influence the company's finances. For example, the loss of goods due to fire can be recorded in the books, but it will have negative effect on sales due to a lack of coordination between the sales team and production team. The concept of money measurement is important in accounting because critical decisions such setting a product's selling price, paying dividends to shareholders, paying wages and salaries to employees, etc. depend on an item's worth rather than its quantity or appearance. Ascertaining the profitability and/or solvency of the business organization is one of the objectives of accounting, which is done by transaction records in terms of money.
13. Periodic Concept
	An accounting period generally lasts for a calendar year, financial year, or any other year with 12 months. The accounting period is helpful for maintaining accounting records, determining actual profit or loss, determining a true and fair image of the enterprise's financial status, and disseminating business information to the target audience. The true success or failure of a company is shown when it eventually closes and ceases operations permanently. Users of accounting information cannot wait indefinitely to assess the data regarding the firm's sustainability and profitability. In consideration of this, the infinite accounting period is divided up into accounting period-sized pieces. Financial statements are produced that show the financial performance of those times. This provides businesses with enough time to put corrective and preventative measures in place. This would resolve problems for both the owners and the numerous users of accounting information by quickly evaluating the financial results in each accounting period.
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Preparation of Income statement 


	Income statement 

	Particulars 
	WN
	Amount (£)

	Revenues 
	 
	 

	Sales 
	 
	310423

	Less:COGS 
	1
	219223

	 
	 
	 

	GROSS PROFIT 
	 
	91200

	 
	 
	 

	Expenses 
	 
	 

	Sundry expenses 
	 
	2250

	Rental and insurance cost 
	 
	19200

	Administration expenses 
	 
	2772

	Salaries and wages 
	 
	35804

	Bad debts 
	 
	980

	Total expenses 
	 
	61006

	 
	 
	 

	Net profit 
	 
	30194


















Preparation of balance sheet 


	Balance sheet

	ASSETS 
	 

	Current Assets 
	 

	Cash 
	82

	Inventory 
	25164

	Trade Receivables (6860)
	 

	Less: Bad debts (980)
	5880

	 
	31126

	Non-current Assets 
	 

	Shop fittings (12200)
	 

	Less: Depreciation (1220)
	 

	Less: Accumulated depreciation (7320)
	3660

	Delivery van (35580)
	 

	Less: depreciation (6918)
	 

	Less: Accumulated depreciation (12520)
	16142

	 
	19802

	Total Assets 
	50928

	 
	 

	Equity and Liability 
	 

	Current liability 
	 

	Creditors for VAT
	7729

	Trade Payables 
	34420

	 
	42149

	Equity and Shareholders 
	 

	Share capital (4993)
	 

	Add: Profit (22056)
	 

	Less: Drawings (18270)
	8779

	Total Liability 
	50928














