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[bookmark: _Toc108036104]Introduction 
Accounting is a term used to characterize the process of bringing together financial information to make it accessible to all stakeholders and shareholders. Financial activities, efficiency, and cash flow are the primary objectives of accounting. Financial reporting is more accurate when accounting rules are followed. Income statements, balance sheets, cash flow statements, and statements of retained profits are examples of financial statements (Horngren and Harrison, 2015). Standard reporting makes it possible for all parties involved in a firm to evaluate its success. The financial accounts of a company must be clear, accurate, and dependable. Accounting is critical because it preserves a detailed record of a company's financial transactions. The ability to compare existing financial data to prior years' worth of records is made possible thanks to current records (Kieso, Weygandt and Warfield, 2017). It is possible to evaluate a company's success over time with complete, consistent, and reliable data. A company's inner users depend heavily on accurate accounting. Internal users may include those who plan, organise, and manage the company. Accounting helps the management team make key choices. There are several factors to consider when making a business choice, from selecting to expand geographically to enhancing operating effectiveness (Garrison, Noreen and Brewer, 2017). There are two tasks to complete for this report. Using the income statement and the statement of financial statement, the application of accounting statements and reporting is seen in task 1. It has been established in the second part of this study that various accounting principles are relevant in the creation and presentation of financial statements.
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[bookmark: _Toc108036106]a) Income statement for Angela’s business 
Angela’s
Income Statement
For the year ending 31st December 2021
	Particulars
	Amount (£)
	Amount (£)

	Sales 
Less: Cost of goods sold 
Stock at January 2021
Purchase 
Less: Stock on 31st December 2021
Cost of goods sold 
Gross profit 
Operating costs:
Sundry expenses
Rental and insurance costs
Administration expenses
Salaries and wages 
Bad debt
Depreciation of delivery van
Depreciation of shop fittings
Total operating costs
Net profit 
	

30,222
214,165
(25,164)



2,250
19,200
2,772
35,804
980
6,918
1,220

	310,423




219,223
91,200








69,144
22,056
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Angela’s
Statement of Financial Position
For 31st December 2021
	Particulars
	Amount (£)
	Amount (£)
	Amount (£)

	Current asset: 
Trade debtors
Less: Bad debt 
Cash at bank
Stock on 31st December 2021
Total current assets 
Fixed cost: 
Delivery van at a cost
Less: Accumulated depreciation (12,520+6,918)
Shop fittings at cost
Less: Accumulated depreciation (7,320+1,220)
Total fixed cost 
Total asset 
Liabilities and equities 
Current liability 
Creditor for VAT
Trade creditors 
Total current liabilities 
Total non-current liabilities
Total liabilities 
Equities 
Capital 
Less: Drawings 
Add: Net profit
Total equity 
Total liabilities and equities 
	
6,860
980




35,580
19,438

12,200
8,540




7,729
34,420

	

5,880
82
25,164




16,142

3,660






42,149
0


4,993
(18,270)
22,056
	




31,126






19,802
50,928






42,149




8,779
50,928
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[bookmark: _Toc108036109]Accounting principles and their relevance in the preparation and presentation of financial accounts
Accounting is the process through which a person or organisation, such as a small or big company, keeps track of their financial transactions. Accounting for businesses refers to the act of collecting and evaluating financial data about an organisation (Drury, 2019). A person, a firm, or an accounting team can carry it out. The management can better comprehend the operation of the firm and provide more accurate financial reports as a result of the information that they acquire. One of the primary foci of accounting is the preparation of general-purpose financial statements, which include things like balance sheets, income statements, and other similar documents, for the goal of dissemination to individuals who are not affiliated with the firm. These external reports have to be written in a way that is compliant with generally accepted accounting rules, which are more often known as GAAP. An additional function of accounting is to provide the company's management with the data that is necessary to ensure the continued financial well-being of the organisation (Warren, Jonick, Schneider and Fess, 2019). Although part of the information originates from activities that have been documented, many of the studies and reports also contain estimated and anticipated amounts based on several different assumptions. In most cases, those who are not part of the management team at the organisation do not have access to this information. Expenditures, standards for regulating operations, and estimates of selling prices used in price quotes for new work are a few examples of different types of information that fall under this category. 
Accounting is regulated by various principles which are developed by international accounting bodies. When businesses are obliged to record all of their accounts and financial data, they are expected to adhere to a set of basic rules and standards known as accounting principles. Several accounting frameworks serve as the standard body, even though there is presently no collection of accounting principles that are globally standardised and acknowledged. Accounting principles are the established guidelines and regulations that are published by accounting principles such as GAAP and IFRS for corporations to follow when collecting and displaying the financial data in the accounting records. These rules and rules are designed to ensure that the information is accurate and consistent. The use of these principles enables businesses to provide an accurate and objective depiction of their financial accounts. To be able to transmit economic information in a manner that is accepted and intelligible from one company to another is the primary objective of establishing accounting principles, as well as strictly adhering to those standards. In the process of preparing their financial statements, businesses that make their financial information available to the general public are obligated to adhere to these guidelines (Elliott and Elliott, 2017). 
The accounting statements are prepared based on various accounting principles that’s why the principles of accounting have relevance in preparing financial statements. There are some well-known and acceptable accounting principles such as consistency, materiality, monetary unit and going concern principles (Elliott and Elliott, 2017). Here these accounting principles are going to be analysed to show how these principles are relevant to the preparation and presentation of financial statements. 
Principle of consistency: According to the consistency principle, once an accounting system or principle has been selected for use in a company, the management of that company is obligated to adhere to and obey this technique or principle continually throughout all the accounting periods. This means that once an accounting system or principle has been selected, it cannot be changed. When it comes to completing the books, accountants may choose from a wide variety of approaches or standards to follow. When reporting their financial activities, firms are expected to adhere to certain guiding principles, which have been outlined. According to the norms and standards that are outlined in UK GAAP, companies are obligated to adhere to the consistency principle as one of the accounting principles that they are obliged to follow (Weygandt, Kimmel and Mitchell, 2017). The only goal of the consistency principle, also known as the consistency notion, is to guarantee that past, present, and future transactions and occurrences are recorded in precisely the same manner throughout all accounting years. Comparing cash accounting with accrual accounting or first-in, first-out (LIFO) with first-in, last-out (FILO) is only one example of the many various accounting systems that may be used. That is to say, companies shouldn't use one technique of accounting one year and another way the next year; rather, they should stick to using the same method of accounting year after year. The fact that this is the case does not imply, however, that businesses are compelled to use the same method of accounting forever; rather, businesses are permitted to change their method of accounting; nonetheless, the change will need to be paid for (Schipper, 2016). With the help of the consistency principle, the management of an organisation can ensure transparency in the reporting process. Because by the help of the consistency principle an organisation will always use the same process for determining its assets, liabilities, income and expenses. It will help the interested parties of the financial statements of that particular organisation to properly interpret the data from the financial statements. So the financial statements will become more clear to them and they can use the starter for their interest easily and effectively. 
Principles of materiality: Materiality is a concept of accounting that asserts any things that are fairly expected to influence the decision-making of investors must be documented or reported in full in a company's financial statements following GAAP standards. This principle indicates that materiality applies to all items. In its most basic form, materiality refers to the degree to which certain information in a statement of financial position is significant (Horngren and Harrison, 2015). This information is considered "material" to the company and cannot be left out of the financial statements under any circumstances. "Material" refers to information that is essential to the operation of the company and includes any transaction or company decision that is important enough to be reported to investors or other users of financial information. The idea of materiality changes in meaning depending on the magnitude of the thing being discussed. A huge multi-national corporation might consider a transaction worth one million dollars to be insignificant in comparison to the entirety of its business, but one million dollars might be more than the annual revenue of a small local business, making the transaction extremely significant for the latter. The principle of materiality is particularly important when determining whether a transaction should be documented as part of the closure phase (Horngren and Harrison, 2015). This is because removing certain transactions from the closure phase can dramatically cut down on the amount of time that is needed to problem financial statements. It is beneficial to have a conversation about what constitutes a substantial item with the auditors of the firm. This will ensure that there are no concerns with these things when the financial statements are reviewed.
Principle of monetary unit: This refers to the concept that a company should only have several sales that can be stated in terms of a single monetary unit, rather than about several different units of currency since this simplifies the process of accounting for financial activity. Registering the purchase of an investment property is a straightforward process since the item was acquired for a predetermined sum of money (Garrison, Noreen and Brewer, 2017). On the other hand, determining the value of an organization's quality management is more challenging because the system is not currently being assessed. This concept protects a corporation from assuming things that aren't essential when assessing the value of a bank's balance sheet. The monetary unit concept provides the accountant with a great deal of assistance when it comes to the context of creating accounting statements for a commercial enterprise. It is a concept that carries a great deal of weight because, in the financial statement, each of the phrases is analysed in terms of its monetary worth (Garrison, Noreen and Brewer, 2017). Because the monetary amount serves as the foundation for judgement in this context, non-monetary transactions of any kind are not allowed to be included in the financial statements. An individual who uses accounting reports may more easily get accurate information about a company if the financial statements are prepared following the monetary unit concept. They may be able to assess the present state of an organization's assets and liabilities with the use of this information. Additionally, it may assist the user in determining whether or not the company is making a profit at present. The monetary unit principles have also assisted the accountant in the preparation of charts and graphs that can display the development that has been made by an organisation (Kieso, Weygandt and Warfield, 2017). In light of this, the idea of the monetary unit is quite pertinent when it comes to the process of creating financial accounts for an organisation. Once again, the financial reports do not contain any transactions that have no monetary values associated with them. For instance, the passing away of a knowledgeable worker might result in a significant loss for a business; yet, this loss cannot be quantified in exchange for monetary worth and so will not be shown in the corporation's economic accounts. A corporation will be able to choose which pieces of information should be included in its reporting process and which ones should not with the assistance of the monetary unit policy.
Principles of going concerned: A company that is considered to be a going concern according to accounting standards is anticipated to continue operations into the foreseeable future or for at least the following year. It is presumed that the company will be able to create money, fulfil its commitments, and will not need to liquidate in the next year if it does not want to do so. The owner of the firm or the leadership team is the one who is tasked with deciding whether or not the company will be able to remain operational in the not too distant future. If it is concluded that the company will continue to operate normally, the continuing concern method of accounting will be used to compile the financial statements (Weygandt, Kimmel and Mitchell, 2017). This makes it possible to postpone the payment of certain expenditures that had already been prepaid to a later period. In accounting, one of the most basic principles is known as the going concern notion. It assumes that a firm will finish its present plans, employ its current resources, and continue to satisfy its financial commitments throughout and beyond the next fiscal term. The going concern principle has a significant relationship with the preparation and presentation of financial statements. An organisation must prepare a financial statement based on the going concern principle. For example, the statement of the balance sheet is prepared to show the number of assets and liabilities a company has on a particular date. With the application of the going concern principle, an organisation brings its assets and liabilities to the next years to show its value to the company (Drury, 2019). In this way, the company ensures that they are having a continuous process of operational activities and that ensures the stakeholder of that particular company that this business can continue in the future it also states that their investment is secured to the company. So without the going concern principle, the financial statements of an organisation cannot provide thorough and shared information to the stakeholders about the condition of an organisation and the stakeholders may not find confidence in the organisational activities.


[bookmark: _Toc108036110]Conclusion 
In conclusion, accounting has supplied the foundation upon which an organisation may base its judgement about a linked matter. Accounting systems have supplied both sorts of information, such as financial as well as non-information, which can be utilised by both the internal stakeholders of the organization and the external stakeholders of a business to make the appropriate choices. This article has offered some financial statements and instruments of accounting that can be used to convey the status of a company organisation in front of customers of all relevant parties. These statements and tools may be used to display the information clearly and concisely. The accounting system was designed based on several fundamental accounting concepts, which are being used today. In this paper, four of those concepts have been explored, each of which has major importance in the process of preparing financial statements.
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