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[bookmark: _Toc107740633]Introduction
This article aims to understand the fundamentals of the accounting process within an organisation. This discussion aims to explain the behaviour, purpose and nature of the cost accounting process as well as applying the techniques, methods and concepts related to business transactions. Moreover, revision of all the basic principle related to accounting and preparation of different financial statement for the data provided in terms of both the non-routine and routine transactions shall be done here. It is important to understand that the key financial statement for Angela’s business shall be provided in detail. 
1. [bookmark: _Toc107740634]Prepare Angela’s Income Statement for the year ending 31st December 2021, and a Statement of Financial Position at that date, incorporating the notes provided
a. [bookmark: _Toc107740635]Prepare an Income Statement
	Angela's Retail Business

	Income statement

	For the Year Ended on 31st December 2021

	Particulars
	Amount (£)
	Amount (£)

	Revenue
	
	

	Gross Sales
	310423
	

	Less: Sales Returns and Allowances
	0
	

	A: Net Sales
	
	310423

	
	
	

	Cost of Goods Sold
	
	

	Beginning Inventory
	30222
	

	Add: Purchases
	214165
	

	Inventory Available
	244387
	

	Less: Ending Inventory
	25164
	

	B: Cost of Goods Sold
	
	219223

	
	
	

	C: Gross Profit or Loss (A - B)
	
	91200

	
	
	

	Expenses
	
	

	Sundry Expenses
	2250
	

	Rental and Insurance Cost
	19200
	

	Administration Costs
	2772
	

	Salaries and Wages
	35804
	

	Depreciation (Note 3)
	11894
	

	Bad Debt
	980
	

	D: Total Expenses
	
	72900

	Other Income
	
	0

	
	
	

	E: Net Income (C - D)
	
	18300

	
	
	



b. [bookmark: _Toc107740636]Prepare a Balance Sheet
	Angela's Retail Business

	Statement of Financial Position (Balance Sheet)

	For the Year Ended on 31st December 2021

	Particulars
	Amount (£)
	Amount (£)

	Assets
	
	

	Fixed Assets :
	
	

	- Delivery Van (Note 4)
	12386
	

	- Shop Fittings (Note 5)
	3660
	

	Total Fixed Assets
	
	16046

	
	
	

	Current Assets :
	
	

	- Trade Debtors (Note 6)
	5880
	

	- Cash at Bank
	82
	

	- Closing Inventory
	25164
	

	Total Current Assets
	
	31126

	
	
	

	Total Assets
	
	47172

	
	
	

	Liabilities
	
	

	Current Liabilities :
	
	

	- Trade Creditors
	34420
	

	- Creditors for VAT
	7729
	

	Total Liabilities
	
	42149

	
	
	

	Shareholder's Equity :
	
	

	Equity Capital
	4993
	

	Less: Drawings
	18270
	

	
	-13277
	

	Retained Earnings (Note 7)
	18300
	

	Shareholder's Equity
	
	5023

	
	
	

	Total Liabilities and Shareholder Equity
	
	47172



c. [bookmark: _Toc107740637]Notes
	Note 1

	
	£

	Delivery van at cost =
	35580

	Depreciation for 1st year =
	35580 * 30%

	
	10674



	Note 2

	
	£

	Cost of shop fittings =
	12200

	Rate of depreciation =
	10%

	No. of years shop fittings will be useful =
	10 years

	Amount of depreciation each year =
	12200 * 10%

	
	1220



	Note 3

	
	£

	Total expenses of depreciation =
	10674 + 1220

	
	11894



	Note 4

	
	£

	Cost of delivery van
	35580

	Less: Accumulated depreciation on 1st Jan 2021
	12520

	Less: Depreciation as on 31st Dec 2021
	10674

	Total cost of delivery van as on 31st Dec 2021
	12386



	Note 5

	
	£

	Cost of shop fittings
	12200

	Less: Accumulated depreciation on 1st Jan 2021
	7320

	Less: Depreciation as on 31st Dec 2021
	1220

	Total cost of shop fittings as on 31st Dec 2021
	3660



	Note 6

	
	£

	Total amount of trade debtors
	6860

	Less: Bad debt
	980

	Total trade debtors as on 31st Dec 2021
	5880



	Note 7

	Retained earnings =
	Net income earned

	
	18300



2. [bookmark: _Toc107740638]There are several accounting principles which include consistency, materiality, monetary unit and going concern. You are required to critically discuss these principles and their relevant to the preparation and presentation of financial accounts
Management accounting is known to be the process that helps in providing all the financial information as well as resources to the managers of an organisation for the purpose of decision making. This method is mainly used by the internal team of the company and it tends to be the only aspect that makes it different from the process of financial accounting (Bruesch & Quinn, 2022). 
It is important to understand that the application of accounting processes becomes important to the business since it tends to provide all the necessary data to the management of the business for exercising efficiency and effective control over the company. Moreover, the management accounting process is also noticed to be employing various special techniques such as budgetary control, fund flow, responsibility accounting, standard costing, marginal costing, cash flow ratio and many more for making the accounting data more effective, useful and also helpful towards the business management (Maheshwari, et al., 2021).
The aspect of accounting principles on the other hand tends to be the guidelines and rules which an organisation and other significant boys must follow at the time of reporting the financial data of the business. Such rules mainly make it easier for the accountants to examine the financial data with the help of standardising the methods and terms that the accountants are required to use. The International Financial Reporting Standards tend to be the most widely used accounting principles in terms of adopting the 166 jurisdictions. The ultimate goal that reminds me of any accounting principle set is ensuring that the financial statements of the business are consistent, comparable and complete (Weygandt, et al., 2019). This also tends to make it very easy for the investors of the company to analyse as well as extract all the useful information from the financial statement of the business also including the trend data over a certain period of time. It is also noticed to be facilitating the comparison of various financial information across different organisations. Such principles also help at mitigating accounting fraud with the help of increasing transparency as well as helping to identify any red flags.
It is important to understand that there are various types of accounting principles that become important for an accountant to implement while performing accounting functions in the signs. Hence some of the key principles of accounting including their relevance to the presentation and preparation of financial accounts of the business are discussed below.
Consistency Principle of Accounting
The consistency principle generally states that the organisation is required to maintain the same type of accounting principles or methods all throughout the accounting period so that the user of the financial information and statement are able to make any meaningful conclusions related to the data. The consistency principle is generally useful in terms of measuring different trends within the business that gets spread all across various accounting periods (Lugovskу & Kuter, 2019). If the organisation keeps on changing their methods of accounting itself, creating confusion along with the financial statement will not get compatible all across the accounting period.
The consistency principle is significant for an organisation in terms of both auditing and accounting point of view since it has a consistent set of principles of accounting processes that helps the accountants to record all the transactions of the business in an orderly way. Moreover, it also provides the shareholders and stakeholders of an organisation with a certain sense of satisfaction related to the performance of the organisation that could be tracked with the help of a tested and tried method of accounting that tends to give consistent results in the company (Navid, 2022).
There are several advantages associated with the consistency principle implemented within the accounting function of an organisation. Firstly it mainly helps the accountants of the business to record the financial transactions as well as manage the accounts of the business in a better manner full stop it also helps the auditors of the company for performing a comparative analysis related to the financial performance of the organisation with the help of taking into account the data that gets obtained from various periods of accounting. Management of the business with all the principles and practices of accounting brings the business in a better position for the decision-making process and following the consistent accounting principle helps in reducing the requirement of training for the staff and reduces the overall cost of training in the business as well (Semenyshena, et al., 2020).
Nonetheless, there are also certain disadvantages associated with the consistency principle. Firstly this principle could result in errors of judgement since the decision that gets done by the management of a company is in changing the accounting methods where it may or might not yield any positive results. This principle also tends to restrict the overall use of more and new advanced accounting methods to be followed by the organisation since different records keep updated by using all the outlet accounting principles, making it significantly difficult for adopting any new methods of accounting due to this principle.
Materiality Principle of Accounting
The aspect of the Materiality Principle of materiality thought is that accounting decides stress over the significance of information, and the size and nature of trades that report in the financial plan rundowns. The essential objective of the materiality rule is to provide guidance to the clerk to set up the component's monetary reports. In addition, the most compelling thing is to guarantee that information used by financial backers and monetary benefactors is satisfactory enough for them in making the ideal decision (Torelli, et al., 2020). The materiality thought isn't simply elaborated by the clerk as the reason to set up the component's financial plan reports and yet is used by evaluators to overview the exactness of monetary outlines' disclosure and use in their survey testing. Usually, the analyst sorts out what is the show materiality and what is the typical error for their testing. 
There are differentiations beginning with one accounting standard and then onto the following accounting standard. For example, in IFRS, information is material if the avoidance could provoke beguiling in the course. Furthermore, the channel of materiality hands to the board for autonomous bearing. IFRS is a kind of rule-based accounting standard. Consequently, various financial backers and monetary supporters track down it as problematic in overseeing materiality. The essential clarification and meaning of the materiality thought are to keep a check that associations don't hide basic information from the monetary supporters, credit subject matter experts, and various regulators of the business. It makes certainty for the business among the clients. The materiality is moreover critical for the analysts as it is the commitment of reviewers to see whether or not the financial reports are freed from material misrepresentations.
The main advantage of the material principle of accounting is that this concept generally helps the user in understanding the important transactions of the business as the shareholder and investors' money gets invested in the company in those they have the right to know in which way that money is being handled. Also responsible helps in reducing the overall need of recording all the transactions of the business since only a certain material tends to require full disclosure (Baumüller & Sopp, 2021).
On the other hand, there are certain disadvantages to the material principle of accounting as well. Full sleeve in certain scenarios there would be a need for hiring professional to decide whether the transaction tends to be a material or material and that could be expensive for certain types of businesses full stop their code also arise error in the judgement as the item that could be material for an individual can be material for another those forming certain judgements in the business. Also, the disclosures related to material transactions could sometimes be time-consuming as well.
Monetary Unit Principle of Accounting
The principle of the monetary unit within the accounting process communicates that an individual could record bargains that can be conveyed concerning money. Thus, an association can't record such non-quantifiable things as labourer aptitude levels, the idea of client support, or the creativity of the planning staff. Then again, a business can't record the monetary worth of a huge talk given to delegates about how to take part in creative activities. One of the legitimate bookkeeping rules is the cash-related unit standard. The monetary unit decides that arrangements should perhaps be kept if they can be imparted concerning cash. Toward the end of the day, whatever is non-quantifiable should not be recorded in a business's financial records (Bossu, et al., 2020). 
For a really long time, cash has been embraced as an assessment unit in accounting. According to the cash-related unit standard, when arrangements or events occur, they are first different over into cash, and a while later kept in the financial records of a business. The monetary unit standard simply applies to the cash related verbalization of financial events and arrangements. As an accounting rule, the cash related unit ensures that all that is kept in the financial outlines. Moreover, Cash related unit notion is a piece of Generally Accepted Accounting Principles (GAAP) since it gives a sound reason for recording and enumerating financial trades. This standard licences associations to differentiate their financial show and various affiliations using comparable ordinary cash.
The main benefit of applying the monetary unit principle of accounting method is that it helps in making the business is your for summarising and aggregating its transactions along with comparing the financial statements of the business full stop this concept also tends to be appropriate in terms of the business since it is regarding the money and it is also easily convenient and understood related with the internal and external uses of different financial statements (Yang, et al., 2018). The main limitation of this principle of accounting is that it limits the overall usefulness of the information within the financial statement since the non-financial items such as the loyalty of workforce size of the business customer base or management skills kids ignore. Moreover, the overall value of money does not remain stable due to deflation or inflation and if the organisation tends to have different international transactions then the overall value of money gets to fluctuate according to the exchange rates available.
Going Concern Principle of Accounting
The accounting principle of going concern is one of the accounting decisions that communicates that a business substance will continue to run its errands soon and will not be traded or constrained to end exercises for any reason. Therefore a going concern should have the going with things helping it out:
· A business can deal with the commitment during the accounting time span.
· The business is prepared for running everyday errands and has the capital and raw parts to do thusly.
· There should be no movements in the law directing the business.
· There should be interest in keeping watch on the things or organisations introduced by the association (Ali, et al., 2019).
This concept of going concern accounting principles tends to be important for a business due to various reasons, especially in terms of preparing and presenting financial statements within the business. Going concern thought is fundamental for the appropriate bookkeeping rules (GAAP) and International Financial Reporting Standards (IFRS). Going concern expects a colossal part in the way assets are managed. Moreover, the possibility of degradation and amortisation depends on the comprehension that a business will continue to play out its undertakings in the near future.
According to the discussion above, there are certain benefits associated with the going concern principle of accounting within the business. Forcibly this principle becomes the main basis regarding which the losses and profits of the organisation get recorded for the year in which they belong full stop also organisations at the time of for meeting yours shall be purchasing fixed assets which will be requiring expenditures up front but also search assets will also be providing the overall spread of benefits over a long period of time which will be behind the one accounting period. Hence the concept of going concerned tends to provide a significant way of recording the value of different assets. The advantages associated with this principle for the company. Firstly the financial statements get prepared at cost and noted on the basis of the overall current value of the market full stop in such scenario if the organisation in a certain event of liquidation shall have any assets being valued within the market value and these values will become different from the value that will get determined at the cost. also in events of liquidation of the company the financial statements shall be calculated on the basis of going concerned which could be miss leading for the stakeholders as well.
[bookmark: _Toc107740639]Conclusion
Therefore from the above discussions and analysis, it has been observed that the aspect of accounting tends to be significant for a business to achieve its objectives of making decisions according to the needs of the business. The discussions related to various principles of accounting in the above scenario have helped in understanding that different types of accounting principles please different rules within the business but majorly focuses on analysing the financial statements of the company and also achieving the necessary result. That discussion has also provided a profession of financial statements for the retail business Angela that has showcased how net profit is being made by the business and the end of 31st December 2021.
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