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[bookmark: _Toc54534165]Introduction 
The corporate world relies heavily on financial accounting, because a company's real economic situation can't be understood without it. This assignment has been prepared based on the discussion of some core components of financial accounting, their nature as well as the necessity. It has also been defined how they work with respect to a client. 
Accounting is used to connect through language accountants, i.e. to document business transactions and to resume business transaction outcomes. Accounting may be described as the way in which financial statements, transactions and activities are reported, categorised and synthesised in a significant manner and in terms of money, and the statements of them. Let's research those concepts that represent the scope, substance and intent of accounting in order to understand the topic clearly. In general, the field of accounting is classified into: 
Book-keeping- The most popular bookkeeping description offered by J. "Book-keeping is an art to document company activities in a collection of documents," says Batliboi. It is a record-keeping tool, as can be shown. Controlling is an ongoing task, and notes are kept during purchases. As a regular, repeated piece of work, operating programmes are taken over in the world of today. A variety of accounting packages for various companies are available. It is also recognised as a collection of key papers. The foundation for oversight is these documents. It is an art that the record must be maintained in such a way that it will make it easier for all stakeholders in company to further process and report on financial details (Saleem, 2018).
Accounting financially- The American Institute of Certified Public Accountants classify Accounting as an ‘art of recording ‘, classifying and summarizing in significant term. Financial accountability; is dedicated to data collecting and analysis and reporting to clients both internally and externally (Saleem, 2018).
Cost accounting  - It is an accounting division which deals with the designation, registration, assigning, synthesisation, monitoring and analysis of existing, potential costs. Cost Accounting is often used to promote internal decision making and offers mechanisms that allow management to understand market efficiency and control costs. It covers mainly the expense for the various goods manufactured and distributed or services offered by the organisation. As financial accounting focuses on corporate operations at a wider level , it helps to further split up expenses of goods and services to the very last possible degree (ICAI, 2013)
Management Accounting - Management Accounting deals with the use of financial and cost accounting knowledge to corporate managers to give them the foundation for making informed management judgments that enable them to be best able to handle and monitor (Saleem, 2018).
[bookmark: _Toc54534166]LO 1 explain the nature, behaviour, and purpose of cost accounting, and apply cost accounting concepts, techniques, and methods to business transactions 
The Cost Accounting Scheme (CAS) is an incredibly well-known method for the organisation to measure the product cost of goods and it helps to analysis income and inventory valuation. It also assists managers in tracking the prices of the individual commodity. Although there are many purposes of the cost accounting system, the measurement of benefit and the planning of the budget are main priorities. The administration of the business primarily uses the cost accounting, as they would look at the operations and success of the company’s production. The business management must see whether or not the commodity helps the industry. Whether the business profits, it's all right. If the company is in failure, the management must profoundly see the manufacturing process and cut the needless costs. If you cannot reduce this expense to a minimal so that the product will deliver any profit . 

Methods of cost accounting
There three main methods using in cost accounting . these are Job costing , process costing and farm costing which are discussed below: 


Fig. 1 Methods of Cost Accounting (ICAI, 2013)

a) Job Costing: 
This method requires the processing of information on the actual commodity , service or work costs. When consumers are in a deal, they also find this sort of detail. 
· Direct content: collect knowledge about the use of direct material and the need for further commodity development. 
· Direct employment: information on how many working days a task or programme or commodity has to be done. 
· Overhead costs: gather the overhead expense details necessary by a given task, product or service.
b) Process Costing 
Costing of processes is a form of cost management from which prices are paid and not paid for manufacturing units. This is mostly used where a final product results from continuous processes such as paper mills, refineries, chemical factories, etc. It is used (ICAI, 2013). 
Costs for the process are subdivided into: 
· Costing of single or production or unit
This costing is used when a continuous fabrication process is in place and units produced are similar. The total cost of production is divided into the total amount of units produced, i.e. the single cost of output. This tax applies in mining, paper mills and so on(ICAI, 2013).
· The cost of operations; 
Costs apply to running costs of businesses who do not produce goods but offer services, such as transport companies, hospitals , hotels, etc. In other words, it is used to calculate the costs of rendering facilities. The overall cost is split by support units provided by the individual transport in order to calculate the unit cost (ICAI, 2013).
· The cost of operation; 
This costing is a representation of running expenses and not the operations. Each process shall be regarded as a cost centre in the circumstances. This price is determined as separate distinctive activities take place in production. Every operation's expense is calculated separately (ICAI, 2013).
· Charges for departments
In order to calculate the cost per unit, this formula calculates first the total cost of a department divided by the total number of units generated in that department in particular (ICAI, 2013).
c) Farm Costing
Farm costs are farming, dairy, school, etc. This expense is the implementation for agricultural operations to costing concepts and techniques. We know that farms are mostly influenced by natural events, in other words. Wind, sea, sun and so forth. Thus, farm costs are entirely separate from other production costing schemes. This involves applying a modern costing strategy to a farm that is ideally suited to farms, and that uses the same approach as costing a farm (ICAI, 2013).
The  cost accounting most common techniques are: 
· The cost of absorption 
The production is absorbed by fixed overheads, meaning that some of the fixed costs is carried by incorporation of the closing stock of the next year. The manufacturing expenses include fixed production overheads. Contributions are considered as accounts that absorb fixed expenses to benefit. Set and variable costs are not differentiated. Inventories are priced at gross cost of output plus overhead fixed cost of production. It is used for routine purpose. 
· Costs for the marginal
Corrected overheads of a period are dealt with as the expense of the period. Just the cost of the commodity is called variable. Variable and fixed expenses are differentiated. The valuation of stocks at variable prices is calculated. It is used to make choices .
Application on cost accounting statement Example : [image: C:\Users\asus\Downloads\13.JPG] [image: C:\Users\asus\Downloads\14.JPG]
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The standards of accounting are fundamental rules that provide the standard for processes and procedures of scientific accounting. You will direct the documentation and reporting of transactions. They maintain continuity and comprehensibility.
Basic Accounting principles: 
(a) The definition of sales 
While the definition of conservatism suggests what income can be recognisable or not, the definition of realisation addresses whether income should be accepted. It says the quantity can only be remembered to the degree that it can undoubtedly be done. Thus, merely obtaining a customer order would not count as profits. Only when the ordered product is finally supplied to the consumer and is paid will the fair assurance of understanding the money arrive. This definition means that unearned or unrealized revenue is not treated as income and that businesses should not inflate earnings. 
Consider a shop selling merchandise on loan for '25 lakes over a month. Experience and previous evidence indicate that 2% of the volume is not commonly understood. The acknowledged revenue is' 24.50 lakes. While the profits to be accepted conceptually at this amount, the bogus number of '50 thousand' sometimes is unacceptable in fact.
(b) The matching concept 
As we have shown, the selling of goods has two effects: I a benefit effect that raises the equity of ownership by the valuation of the purchase and, (ii) a spending effect that decreases the equity of ownership by the expense of goods sold, as the items are sold out of service. The net result of all factors reflects benefit or loss. All these things must be recognised within the same accounting process in order to obtain the net outcome correctly. Only the benefit effect, or merely the cost effect that will degrade benefit, may be understood. In the same accounting year, all results must be remembered. This is the matching idea theory. In order for a particular case to generalise, both should be considered within the same accounting cycle as one has two influences, one on income and the other on expenditures.
(c) Definition of complete divulgation 
All relevant details must be revealed according to this definition. For the purpose of filing the financial statements which are helpful to accounting information consumers, the accounting data should be adequately clarified, synthesised, aggregated and explained. This theory stresses technically that accounting data are material, analytical and reliable and should express the real and equitable vision of a company's condition. The theory would be generally acknowledged every day, as provided for in the Companies Act of 1956, which currently does not make it too convenient to reveal important information on accounting records, and as such to hide material information. For any relevant knowledge that is valuable to accounting consumers, full disclosure must also be made.
(d) Dual Aspect Concept 
The properties are economic capital for the corporation, while the corporate commitments are referred to as the statements of different parties. Owners (referred to as ownership equities) and individuals other than owners (referred to as responsibilities) can be entitled to the responsibilities. When a contract exists, one or more company services are used to establish or resolve one or more obligations. 
Examples include considering the launch of an investment by Mr Suresh in £25. Here, the firm has an asset of @25 in cash, but at the same time has formed a company duty to Mr. Suresh to pay the money back to it in the case of a company closure. This can be illustrated as:   Assets = Liabilities + Capital
That is to say, Mr. Suresh's £ 25 cash = corporate responsibility to Mr. Suresh £25. The company's obligation to owners and other parties than owners could be, we know, rewritten in the following equation: 
Assets = Liabilities + Owner’s equity 
Cash £2 500 000= Liabilities + Mr. Suresh equity 
This is the fundamental accounting equation shown as formal expression of the dual aspect concept. 
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1.1 Adjustments 
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1.2 Trial Balance 
Commonly abbreviating as TB, it is a statistical precision accounting device. The test balance shall be based on the balance of all the financial reports on a certain date after the preparation of the Accounts. It provides a list of accounts, which have all the other accounts. It is not an account, but a declaration and it is not made for a time. The trial balance, which is straightforward for Journal and Ledger, is often prepared by dual entry accounting rules that mean that the two sides must be the same, otherwise the credit-side is the same as the Debit side.
The benefits of the research equilibrium 
Some of the benefits of the trial balances are outlined below, so that the debit and credit balance are checked for equality. 
· Checking precision helps detect mistakes and misappropriations of reporting and publication systems. 
· It aims to get all the leading profiles together. 
· The mathematical coherence of the improvements is ensured. 
· Financial status and earnings have been created. 
· In end, for all the leader accounts this is a generic term for a certain time. 
· All expenses and benefit reports are listed as debit while liability and compensation reports are included as trial loans that make it easier to recognise the item needed to prepare the financial statements.


Trial Balance Danny LTD
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1.3 Statement of Profit or Loss
A statement of comprehensive earnings indicates the viability status of a company. This paragraph covers all revenue and cost goods, where the income and spending difference is known as the amount of benefit or loss. In different methods, gross sales, gross losses and net income is calculated. Detailed earnings and gains are also used in the calculation of net profits.
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1.4 Statement of financial position 
A statement of financial position can reflect the true economic condition of a limited liability company. Land, liability and debt are the main facets of this declaration. They are the key ingredients for a company's financial status over a certain era. Assets products can be classified into two categories, one as a non-current asset holding more than one year of assets and the other as a current asset having less than one year of Asset life. Asset products can also be divided into two asset groups. The investor may consider investments as capital. "Property = liabilities & money" is the underlying premise of this claim (Britton and Waterston, 2013).
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Financial literacy will assist and increase managerial capabilities in all areas of companies, negotiating and leadership. 
Financial literature includes learning and recognising how to use this knowledge to have a financial impact on financial terminology; claims and principles. Will discuss five way how financial literacy can help managers : 
Understand the effect of management initiatives 
Once administrators comprehend the financial records of their company, they can monitor those factors that influence the financial performance of their corporation. Achieving everyday responsibilities for managers will inspire them and their staff to gain insights into their financial accounting business. Knowing the effect of management decisions on the financial wellbeing of the wider company will allow them to remember the large picture.
Allow choices more informed 
Financial alphabetic can allow managers to solve new toolkit issues. Faced with a tough business decision, the financial consequences when they weigh their choices and make the right decision for team and company management should confidently be considered. Financial literacy will allow managers to become a leading manager who takes into account several aspects of any problems.
Advocate for the budget of the executive board 
If teams need funding for a mission or product, administrators may help them create a good argument. For example , if the team requests funds to run the project, it is possible to quantify the expected return on investment depending on the manner in which software will allow the team to function more effectively. Due to the effect on the bottom line, the managers' point would be more persuasive.
Negotiation skills of Hone Boss 
Financial literacy will help the negotiating table boss flourish. If it is a matter of compensation, pensions or the scope of a project, management would well be able to consider the wider financial condition. If bargaining influences the financial well-being of the company, it could manipulate the dialogue in their favour and learn how and negotiate the financial consequences of the managers' desired result.
Get Financially Successful 

Understanding how a team 's investment fits through the corporate balance sheet liabilities will help managers determine how to maximise financial performance. Maybe the team has paid to and has not used a programme or maybe they will find a free edition of the team of tool managers. Once administrators know how each cost factor is used in the balance sheets, ways of being more cost-effective can be found more quickly.
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3.1. Balance sheet 
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3.2 Journals 
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3.3 Profit and Loss Statement 
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3.4 Financial position statement 
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It should be seen at the end that financial accounting is not constrained by its value. Awareness in financial accounting must be taken into consideration in order to run a company effectively.
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Net profit differs in each method which comes because of deferred fixed
cost for 2,000 units under absorption costing methods. Total deferred
amount would be 2,000 x 5 or 10,000. If 10,000 is added to marginal
costing net income 140,000, then it will be 150,000 which is equal to
absorption costing net income.
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When production increases to 19,000 units from 18,000, marginal
costing net income remains the same but absorption costing net income
increases by 5,000 because absorption costing method now defers fixed
production overhead for additional 3,000 units rather than 2,000 units
(Williams et al., 2015). Thus, cost goes down by 5,000 as the difference
between current deferred amount of 3,000 x 5 or 15,000 and previous
deferred amount 2,000 x 5 or 10,000.
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Statement of Financial Position as at 31 December 2019

DannyLTD
‘Accounts
1 Assets

No- Current Assets

Delvery venice at Cost 5,200

‘Accumulated Depredation vehidle 5,40

Compuer equipment 0,000

‘Accumulated Depredation computer 7000

Current assets

nventories 0,200

“Account receivable 16580

Bank 55120

Petty cash W

Total Assets 167,980

2. Equity and Liabilties

Capital 760

Less drawings 6500
78260

Current Uabiltes

‘Accounts payables 5,040

‘Accrued Expenses G200

Bank loan 27,000

Tax payable 520

Total Equity and Liabilties 10420

‘A Significant Accounting Polices (7,560)





image11.png
Amber

trialbalance
310ec17
el bance Swments Bafancesheet
ar o ar o ar o

Fitngs 0550 70550
Accumulated depreciation - Hings at 01012017 5750] 5125 eezs
Buidings #5000] 5000]
Accumulaled depreciation - buldings at O1/0201T 5000 E EE
Tnventory al 01/01/2017 opening stock 32500 750
Trade recenables 15000 750 aa250
Alowancs for doubtul debts OVOTI20TT T200] 850 P
Gash i hang 7 w0 55
Gash at bank Te7s| w0 s
Trade payabies 77000 77000
Capial 28575 28575
Drawings 7135] 7135]
Purchases T20000] T20000]
Revenue FERT FE
Wages 15000 FE
Advertsing 300 300
Ratos o0 ] s60
Bank charges 2700] 2700]
closing stock BS 31500 31500
closing stock PAL 31500 31500
doprecition expences fitngs 5135 5125
doprecition expences bulding 500 500
Accounts Payabie S S
0] Provision of doubYul dept (750+850] 00| To00]

Ja5535| 2a5s35| 339025| 355023] 3836875 1936873





image12.png
fournal entries

@

Tinventary

closing stockBS 31500
closing stock P&L 31500
i

Depreciation itting 9125
Depreciation Expences o125
Depreciation buiding. 00
Depreciation bxpencess 200

. Rates

rates 50
sccountspayable si0
iv.tradereceivable 750
4. provosion for doubtful debt 750

allowance doubtfl debts 850
4. provision fr doubtful debts 850

bank 450
cshinhand 50|




image13.png
Profit or Loss statement
Amber

31-Dec-17
revenue 180000
less cost of goods
opening stock 22500
add purchases 120000
142500
less closing stock 31500
111000
gross profit 69000
less expenses
provision for doubiful debt 600
wages 18000
depreciation expenses 18125
advertising 300
rates 5460
bank charges 2700
208725
net profit 39127.5





image14.png
‘Statoment of Financial Position as at 31 Docembor 2019, Amber

‘Rccounts

T s

Non- Current Assats

Fiings 70850
‘Accumuated Deprecation ings T6250
sz
Buldings 5000
‘Accumulated Deprocalion buidings 5,500
35100
Curront assots
Tventores 31500
Trada recavabla 78250
Bark Tz
s E3
“Alowanca for doubtul abt 2050
Total Assets EXE)
2 Equity and Liabifies

Gapial 270,000
Toss dravings EES
s

“Gurront Liabiliies
‘Accounts payaies 0
Trade payable 27000
Total Equity and Liabilfies 68,965
A Significant Accounting Polc e





image1.png
N Prifysgol Cymru
2N ¥ Drindod Dewi Sant
Y University of Wales

Trinity Saint David




