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Angela
Income Statement for the year ended 31 December 2021
	Details
	Amount 
	Amount

	Sales
	
	310,423

	Less: Cost of goods sold
	
	

	Beginning stock
	30,222
	

	Purchases                                                                                 
	214,165
	

	                                                                              Goods available for sale
	244,387
	

	(-) Ending stock
	(25,164)
	

	Cost of goods sold
	
	(219,223)

	Gross Profit
	
	91,200

	Less: Operating Expenses
	
	

	Rental and insurance costs
	
	19,200

	Salaries and wages
	
	35,804

	Administrative expenses
	
	2,772

	Sundry expenses
	
	2,250

	Bad debt
	
	980

	Depreciation:
	
	

	       Delivery Van {(35,580 – 12,520) ×30%}
	6,918
	

	       Shop Fittings (12,200 * 10%)
	1,220
	

	
	
	8,138

	Total operating expenses
	
	(69,144)

	Net Profit
	
	22,056





Angela
Balance Sheet as of 31 December 2021
	Details
	Amount
	Amount
	Amount

	Assets
Current Assets:
Cash at bank
Closing stock
Trade debtors
Less: Bad debt is written off

Total Current Assets
Fixed Assets:
Delivery Van                                                                                  
Less: Accumulated Depreciation (12,520 + 6,918)                                

Shop Fittings
Less: Accumulated Depreciation (7,320 + 1,220)


Total Fixed Assets

Total Assets

Liabilities and Owner’s Equity
Current Liabilities:
Trade payables
Creditor for VAT
Total Current Liabilities

Total Liabilities
Owner’s Equity:
Opening capital
Add: Net profit
Less: Drawings
Closing capital
Total Owners’ Equity
Total Liabilities and Owners’ Equity
	



6,860
(980)



35,580
(19,438)

12,200
(8,540)














4,993
22,056
(18,270)
	

82
25,164


5,880




16,142


3,660







34,420
7,729







8,779



	






31,126








19,802

50,928





42,149

42,149





8,779
50,928
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[bookmark: _Toc108831140]Introduction:
Accounting is a concept that represents compiling all of a company's financial information into a single location to make it straightforward for all of the company's stakeholders and shareholders. Accounting also refers to keeping track of a company's financial information. The basic purpose of accounting is to record and report an organization's financial transactions, as well as its financial performance and cash flows (Trinidad, 2022). Accounting is a discipline guided by a core set of rules and concepts called accounting principles. These accounting principles give a framework for recording, analyzing, verifying, and reporting an organization's financial condition during the accounting process (Gonsalves, 2022). Some key principles frequently applied in accounting will be discussed in this task.
[bookmark: _Toc108831141]Accounting principles:
There are a variety of accounting principles, with materiality, consistency, monetary unit, and going concerned being some of the more important ones. These are the fundamentals of accounting that are considered to be the most essential.
[bookmark: _Toc108831142]Consistency Principle:
Following the consistency principle, an organization must follow the same accounting policies, methods, and principles across every one of its accounting periods. Because of this, it is guaranteed that users of financial statements or information will be able to determine significant information from the data (Jeffrey Cooper, 2022). The consistency principle, which may be applied to various accounting periods, can be used to evaluate an organization's progress. If the company uses significantly different accounting methods from one accounting period to the next, this will result in the financial statements being incomparable.
[bookmark: _Toc108831143]Relevancy of the Consistency Principle in preparing financial accounting:
Both from accounting and an auditing point of view, the corporation should place a strong emphasis on keeping to the principle of consistency. The consistency principle emphasizes the need to adhere to a consistent set of accounting rules and practices to ensure the orderly recording of corporate transactions. For this reason, it is important to maintain uniformity in accounting policies and practices (WallStreetMojo, 2022).
Also, showing that the company's success can be tracked using a tried-and-true accounting system that reliably achieves the intended results will likely please the company's stakeholders and shareholders.
This provides the stakeholders and shareholders with a sense of security and confidence. This inspires a sense of confidence and security in the hands of the stakeholders and shareholders. It is possible to have complete faith in the truthfulness of the information that has been supplied since the concept of consistency is followed without varying from it in any way. This is possible because one can definitively prove that information is correct. This, in turn, helps shareholders and management arrive at more accurate judgments regarding the company's activities, which benefits everyone involved (Sheynan, 2022).
[bookmark: _Toc108831144]The advantages and disadvantages of the consistency principle in the preparation and presentation of financial statements:
Advantages:
In addition to this, it offers aid to accountants in the process of recording financial transactions and managing firm accounts in a manner that is both more efficient and effective. This assistance can be provided in several ways (Bragg, 2022). When training new employees, implementing a standardized accounting method cuts down on the time and money spent on the education process, ultimately leading to cost savings for the company.
Utilizing information from a large number of different accounting periods, this approach makes it possible to conduct a comparative analysis of the impact that a company's financial performance has had over time (Oulasvirta, 2016). It is feasible to create comparisons of financial performance that are more trustworthy when there is consistency in the accounting techniques used.
When management educates themselves on accounting principles and procedures, it improves their ability to make decisions that are in the best interests of the firm as a whole (Sheynan, 2022).
Disadvantages:
Having only a limited amount of utility, 
Being difficult to adapt to and possibly has no room for performance improvement. 
There is a possibility that the cost that is determined using this method will not be of much aid when it comes to making selections.
Guiding notions will likely develop further with time and require additional elaboration. 
[bookmark: _Toc108831145]Materiality Principle:
The relevance of data and the size and character of transactions included in financial statements are at the heart of the materiality principle in accounting, often known as the materiality idea. The principle of materialism, or the materiality concept, is also known by its other name. In addition to serving as a safeguard for investors, a company's financial statements can benefit from adherence to the materiality principle by providing a means for holding management and other stakeholders accountable (Jack, 2022).
[bookmark: _Toc108831146]Relevancy of the Materiality Principle in preparing financial accounting:
The materiality concept is important because it is a subjective concept that directs an organization to identify and report only those significant or large transactions compared to the organization's operations to the point where it would concern the users of the company's financial statements. This makes the materiality concept important because it is a concept that is important to the users of the financial statements of the company (Weygandt, 2013). According to the idea of materiality, a company must disclose all of the factors that could significantly impact its operations, but it is not required to disclose any consequences that are irrelevant to those operations.
[bookmark: _Toc108831147]The advantages and disadvantages of the Materiality principle in the preparation and presentation of financial statements:
If the financial statements exclude either significant or crucial information, it may be more difficult for a user to make an informed choice about the best course of action. This is because the majority of investors base their decisions regarding whether or not to invest in a company on their analysis of the financial statements provided by that company. If certain pieces of information are missing from a company's financial accounts, then the reliability of those statements will dramatically decrease. According to generally accepted accounting principles (GAAP), a company's financial statements are required to present a "reasonable and accurate" image of the company's operations. In order to achieve this goal, the information in the company's financial statements needs to be comprehensive in every significant respect (Whitehead, 2019). Therefore, if a company's financial statements are missing a significant piece of information, those statements cannot be deemed comprehensive for that company. Because of this, they are unable to present an accurate and balanced picture of the company (Borad and Borad, 2022).
[bookmark: _Toc108831148]Monetary Unit Principle:
Every business deal must be assigned a monetary value to adhere to the monetary unit principle of accounting. Put another way, for a firm to "record" a transaction, it must first "receive" cash. It is highly recommended that no entry be made in the accounting system for any item or transaction that cannot be inspected (Cruinson, 2022).
[bookmark: _Toc108831149]Relevancy of the Monetary Unit Principle in preparing financial statements:
• Using this principle, accountants can decide what information should be recorded and what information should not be recorded.
• It compares the commercial operations carried out during the same period by two distinct periods of the same firm or by two different companies (Bragg, 2022).
 • These comparisons may be made within the same time frame. Likely, not all of the benefits or qualities offered by the company are reflected in the company itself.
• When all of a company's financial dealings are given the same amount of weight in relevance. The company's financial statements, created by the company themselves, will not be difficult to understand.
• The only use for which it can be useful is in recording financial and business transactions (Ciccilia, 2022).
[bookmark: _Toc108831150]The advantages and disadvantages of the Monetary Unit principle in the preparation and presentation of financial statements:
Advantages:
The monetary unit is an easily understood and globally recognized basis for presenting one's financial situation. It is the best system for recording transactions and analyzing financial information so that sound business judgments may be made because it is the backbone of the documentation of the facts (My Accounting Course, 2022).
Disadvantages:
The impact of inflation, which is defined as an increase in the price of goods as well as a decrease in the number of goods that an individual or company can purchase with that amount of money and the prevailing foreign exchange rates, is not taken into account by the monetary measurement concept, which is one of the concept's limitations.
[bookmark: _Toc108831151]Going concern principle:
The going concern principle is, very simply, a cornerstone of financial reporting. It assumes that a firm will carry out its current strategy, use its current assets, and fulfil its financial obligations over the next fiscal year and beyond (Thomas, 2022). Business survival is ultimately up to the company's founders and executives. A company's status as a "going concern" requires special treatment in the books.
[bookmark: _Toc108831152]Relevancy of the Going concern principle in preparing financial Statements:
It is assumed that there will be interest in the products or services offered by the company. There is expected to be some interest in the company's products or services. The idea is predicated on the premise that the business will continue to make sales of its product and will continue to grow the size of its client base even as it increases the scope of its activities. The quantity of money the company makes, also known as its profitability, is one of the considered assumptions (WallStreetMojo, 2022). Even though the company is losing money now, it is expected to be profitable in the long run. It is also expected that even though it loses money, the company will continue to grow yearly. The Company's and Its Model's Controlling Law Does Not Adapt to Changes. Another assumption is that the laws that govern the company and the way it does business will stay the same over time and that these laws will continue to help the company run and grow in the future (Collective, 2022).
[bookmark: _Toc108831153]The advantages and disadvantages of the Going concern principle in the preparation and presentation of financial statements:
Advantages:
Although businesses spend a significant amount of money on fixed assets during the initial few years of their existence, the advantages of those assets do not become fully realized for the remainder of the asset's life, which is typically longer than one year. The idea is that these costs should be recorded over the asset's life. It is the foundation upon which the recording of revenue or profits over the years that things relate to practice regularly (Lerner and Cashin, 2009).
The assets and liabilities are recorded at one's cost to demonstrate the company's stability and that it does not function as a means of liquidating its assets and liabilities but is dedicated to the ongoing pursuit of growth and expansion throughout a long period.
Disadvantages:
The financial reports are compiled based on the costs incurred rather than the asset's current value in the market. If the company is forced into liquidation due to any unusual situation, the financial statements are then adjusted to reflect the company's current market worth. However, these numbers might differ from those calculated based on cost. On the assumption that the company will continue to conduct business as usual, the financial statements are prepared using the going concern method (Corporate Finance Institute, 2022). It is possible that as a result of this, inaccurate information will be portrayed, which will, in turn, mislead all of the key parties concerned. Any modification to the law can affect the company, and the concept of continuing operations may not be feasible for the organization. This would need to find immediate and effective solutions when documenting monetary operations (Collective, 2022).
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