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Accounting is the most important aspects of financial part of the organisation. Accounting is the method of recording financial transaction and then use them for interpretation and comparison by stakeholders. Accounting is necessary for each and every type of organisation and also for an individual. Accounting works on proper methods and standards given by respective authority which is GAAP on international level (Al Shehab, 2022). In this report, case of Angela is discussed who runs a business of beds and bedding on a rented premises. It has got various assets and liabilities in its books of accounts. Income statements and balance sheet needed to be prepared. Accounting principles which include consistency and materiality are to be discussed in detail.
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	Income Statement

	Particular
	Amount
	Particular
	Amount
	

	Opening stock
	30222
	Sales
	310423
	

	Purchases
	214165
	Closing stock
	25164
	

	Gross profit
	91200
	
	
	

	
	
	
	
	

	Sundry Expenses
	2250
	Gross profit
	91200
	

	Rental and insurance costs
	19200
	
	
	

	Administration expenses
	2772
	
	
	

	Salaries and wages
	35804
	
	
	

	Bad debt
	980
	
	
	

	Depreciation
	8138
	
	
	

	Net profit
	22056
	
	
	

	
	91200
	
	91200
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	Balance sheet

	Liabilities
	Amount
	Asset
	Amount
	

	Capital
	4993
	Delivery Van
	16142
	

	Drawing
	-18270
	Shop fitting
	3660
	

	Net profit
	22056
	Closing stock
	25164
	

	Creditor VAT
	7729
	Trade Debtor
	5880
	

	Trade Creditor
	34420
	Cash at bank
	82
	

	
	50928
	
	50928
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Accounting principles are the set of rules for financial reporting of an organisation which id mandate by law to follow. These rules are set to make interpretation easier by standardization of the terms and method used in accounting (Cong, 2021). These principles make the books of accounts more reliable and efficient. In the united kingdom Financial reporting system (FRS) is used for accounting in the books of organisation. Internationally, the International Accounting Standards Board (IASB) issues International Financial Reporting Standards (IFRS). Most fundamental principle are:
· Accrual principle- This principle states that expenses related to the particular term paid or unpaid must be recorded in that year.
· Conservatism principles- according to this principle all the anticipated losses must be recoded, and all the contingent profit must not be recorded.
· Cost principle- As per this concept all the asset values must be recorded at historical/ original cost.
· Economic entity principle- This concept depicts that business has separate legal entity from its owners.
· Full disclosure principle- this principle directs the organisation to disclose all the information fully, fairly, and transparently. 
· Going concern principle- It is the principle  that is evidence that company is going to work for indefinite period.
· Matching principle- the accounts are to be made on dual aspect that is debit and credit side of the accounts. Therefore, expenses side of the financial accounts must match the debit side (Dimitropoulos, and Koronios, 2021).
· Materiality principle- All the material information that would influence the decision of investors must be fully disclosed.
· Monetary unit principle- this concept states that transaction that measurable in terms of money must be recorded.
· Reliability principle-  It states that all the entry in the books of accounts of the organisation must be supported by evidence or a proof.
· Revenue recognition principle- it is concept which says that income from the particular period must be recorded in the financial statement of that year only. 
· Time period principle- accounting is done for a fixed period of time that is either 6 months or 12 months. So that final statements are prepared in particular period time. Also, for fulfilling tax liabilities.
there is various advantage of accounting principles, it provides systematic way of recording business transaction. Preparation of financial statement is done by the methods and standards given. It helps in comparison of the financial statement. Comparison of financial position is possible because of accounting principles as it standardizes and gives proper method of accounting  (Gotti and Fasan, 2020). These are applicable internationally therefore makes the financial records more relevant. These acts as evidence matter in a case  there is lawsuit as proof. Valuation of various assets and expenses is given so that this information can be utilized in the organisation.
Accounting principles are to be followed consistency without interruption in order to comply with rules. Generally Accepted Accounting Principles (GAAP) are list of accounting standards applicable to all type of organisation in existences in the economy. Some of the Accounting principles are explained below:
            Consistency Principle- This principle tells that a business entity must follow a same accounting method throughout all the accounting periods. This principle makes sure that financial statements user is able to draw proper conclusion from the data. Consistency principle is necessary  for a business both from accounting and auditing point of view because following a consistent method of accounting principles, procedures facilitate the process of accounting  in a systematic way. While in the case of auditors, it is helpful in comparison of data to draw an accurate audit report of the organisation. It also renders the shareholders and stakeholders to build trust and have transparency with organisation. And to believe that company is operating a fair business. It also makes them easier to understand the financial report. The consistency leaves less scope for variations which delivers a better understandable report. This helps in making better business decision (Hou,  and et. 2021).
There are times when changing the accounting principle is necessary because of the situation prevailing. Such as for better representation of the financial statements which results in more reliable in relevant information. When it is required by law and third scenario when the business owner or main business is changed. It helps bookkeeper in the record of financial transactions and managing the organisation accounts in an improved mode. It enables auditors to perform comparative study of the data from different accounting period easier. This because data from different term is prepared by the same methodology and standards. All these together helps top level management of the organisation to make more efficient decisions that delivers productive outcomes. This accounting principle is cost saving too as it minimizes the cost of staff's training and development cost as the old method is consistently used need for training is eliminated. Consistency in the accounting principles is assistive in performing comparative analysis of the financial situation and position of the business entity. 
For example, In an organisation like Angela's business of selling beds and bedding which uses different depreciation method for different type of assets. Those method should constantly be used; it should not change accounting methods and policy every year. Because it increases chances of fraud and error. Make the interpretation and comparison hard. 
            Materiality-  This is an accounting principle which states that all the items that hold potential to influence investor's decision must be recorded or reported in detail in a business financial statements using generally accepted accounting principle (GAAP) Standard.
Importantly materiality is referred to the importance of the information in the organisation’s financial statements. It is basically that a business decision is vital enough to be reported to the stakeholders and shareholders that information is tagged as material to the business and cannot be omitted. Materiality concept is nearly connected to the other accounting principles, such as
1. Relevance: Material information affects the financial decisions taken by users and is hence referred as relevant to the stakeholder of financial data of the organisation.
2. Reliability: If an important matter of data is eliminated or misrepresented, it will result in harm of user’s ability to make crucial judgement supported on the financial statements. It will affect the reliability of the information (Hwang, 2020).
3. Completeness: If financial statement of the organisation neglects important information in the financial statement,  it is regarded as fraud and misinterpretation.  
Materiality concept enables for the provision of ignoring the information which might not be useful from the point of view of users of financial statement (Tjallingii, 2021). Materiality can vary from organisation type and working. There is three concept of materiality concept of cash all the transaction may not material in the current period of recording but eventually when the company's transaction is evaluated, it becomes more material in the longer run when there is series of such transaction. concept of assets it states that an asset which is actually worth to the business but does not hold much significance in the decision making must be ignored or should not disclosed separately. Concept of inventory it is believed that materiality concept does not apply to the inventory. Though there are cases where inventory purchases ans sales transaction might hold significance in making investment decision for the investor. And materiality concept of revenue states that any transaction that effects the income part of company must  be considered material.
In case of Angela's organisation material information disclosure is really necessary if it hold importance by viewpoint of owner and end users of financial statement. Suppose Angela bought things of stationary though it is assets but does not hold much significance. Therefore, its disclosure in the books of accounts is not necessary as assets but may be showed as expenses.
            Monetary unit- The monetary unit principle states that business transactions should be recorded only if its valuable in currency. Any transaction which is not measurable or expressed in monetary term must not be recorded. Money is the measurement unit off the transaction all the recording are done in money unit. This principle is universally accepted and recognised. It is considered as the most appropriate and fair method communication. This concept enables the chances of fraud and forgery  (Lee, and Wolnizer Eds., 2021). Transactions are recorded transparently, and monetary value recoding helps in comparison and interpretation. Since the accounting is all about finance and related concepts currency value play a vital role. This concept demolishes the concept of barter system and payments in kind which made books of accounts more accurate and reliable. Apart from all this it’s easy in recording the transaction which removes ambiguity and confusion. The monetary concept makes it easy to communicate the financial position of the business entity. Also, it is helpful while comparing the profit and financial position with another organisation easy. Also budgeted and actual performance in terms of revenue or profit is possible because of this concept only.  Though the concept is to be followed and much needed for recording transactions it has got major disadvantage such as monetary value of an asset or a transaction demolishes by time this fact is not considered by this concept. Hence, the results seem not so accurate and reliable. Also, the receipts in form of kinds and gifts are not recorded thus it becomes  a loophole for the organisation to do fraud and comprise with the integrity of financial accounts. Therefore, this concept also comes with risk of secrecy and fraud which an owner or employee might do .   In the current case of Angela's business of beds and bedding all the inventory, sales are to be valued in terms of Euro.
            Going concern: this concept is an accounting terminology for an organisation that keeps all the resources needed to continue operating the business for indefinite period. Until anything on the contrary is provided (Mert, 2022) (Ouda, 2020). This concept also referred to making enough money to avoid bankruptcy. A company can defer its expenses in financial reports its organisation is assumed to be a going concern. There are some situations that depicts that company is no longer a going concern such as denial of credit, losses continuation and lawsuit or company self-declare bankruptcy. If a company is no longer a going concern it should report certain information on its financial statements. A company which is not going concern is about to liquidate or in liquidation process. Going concern is really important for the generally Accepted accounting principle (GAAP) and international financial reporting standard (IFRS). The business entity showing financial statement on this basis depicts that company has enough working capital required for its operation (Rosa, 2018) (Shen,  and Huang, 2022). Business has ability to pay off its debts during the accounting term. That goods and services provided in the market has demand in market. There should be no discontinuation in the implication of concept in the books of accounts. The concept of going concern plays an important role in defining method assets are to be treated. An organisation during a startup will be acquiring assets that will be provide benefit over long term. This concept will let the organisation record such expenditure in a way that spread over time. Though there are many benefits to the concept there are various disadvantage to it also. Financial statements are recorded at the cost not on market value. During liquidation the financial statements are valued at market price. This value will show deviation from the value determined at cost. In the scenario of business being liquidated, and company making its financial accounts on the going concern basis concept then shareholder can get manipulated. For instance, Angela's business of bed and bedding the accounting is done in going concern basis. Which depicts that business entity has future intension of working and operation in the market. Terms outstanding, accrued, unearned, prepaid are deferred payments (Weygandt, Kimmel, and Kieso 2019). This is reported based on  this concept which clearly shows that company is a going concern.
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 In the report income statement and statement of financial position was prepared by keeping in mind all the standards required. Accounting principal is set of rules and guidelines that shows how financial reports are prepared. There are various principals that are mandatory to be followed while preparing a book of accounts of an organisation. Consistency is the accounting principle which states that a method adopted must be constantly followed thought the accounting year. Materiality describes that all the material information must be displayed. Monetary unit is the principle which describes that all the transaction should be valued in currency. And going concern states that the accounting is done for an organisation as way that it will continue in the future.
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