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Part A
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





Part B:

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








Question 2
[bookmark: _Toc107544065]Introduction:
The recording of monetary operations, as well as their archiving, classification, access, summation, and representation in various documentations, are all components of accounting. Accounting is not just a subject of study or research but also a career dedicated to performing specified activities (Bruise, 2022).
Accounting principles refer to the set of guidelines a corporation must follow before it can truly present any financial information. A number of the core accounting principles that are in use today were developed through the process of increasing application. They play the role of the basis upon which the entire concept of accounting standards has been built over the past many decades. There are many other accounting principles, but consistency, materiality, monetary unit, and going concern are some of the most important ones. These are a few of the most significant accounting concepts, among many others.
[bookmark: _Toc107544066]Accounting Principles:
[bookmark: _Toc107544067]2.1 Principle of Consistency
Accountants commit to applying the same standards throughout the entirety of the reporting process, from one period to the next, in order to guarantee that the financial results of each period are comparable to one another. In the references to the financial statements, accountants are required to give full disclosure and explain why any standards have been changed or updated.
Following the consistency principle, once an accounting concept or method has been implemented, it should be carried forward into subsequent accounting periods and followed in the same manner. The consistency principle prevents the management of a corporation from exaggerating the amount of income and earnings it generates. When there is not a concept of consistency in place, management would have the ability to alter the company's financial statements each year by employing a variety of accounting approaches in order to exaggerate the company's performance.
Once an accounting concept or method has been implemented, following the consistency principle, it should be conducted forward into the following fiscal period and firmly attached to it in the same manner. This is because once an accounting concept or method has been implemented, it should not be changed. Changing an accounting principle or process should only be done if the new update enhances the reported financial performance in a certain way. This is the only circumstance under which such a change should be made(Bragg, 2022). Most of the time, when executives of a company try to overstate how much money the company made or brought in by reporting numbers that are higher than what the accounting rules would allow, they do not follow the consistency principle. This principle states that one should not report numbers that are higher than what the accounting rules would allow. When executives of a company try to overstate how much money the company made or brought in, they most often do not follow the consistency principle.
[bookmark: _Toc107544068]Applications of the Consistency Principle and Its Significance
Whenever a commercial enterprise uses the straight-line depreciation methods and the legislative changes after some time, all organizations are expected to use the transcribed value depreciation method subsequently. An organization is now required to provide depreciation according to the transcribed value method prospectively and accordingly charge the depreciation and effect on profit due to a change in method of depreciation, which must be disclosed. Additionally, the fact that the method of depreciation has been changed due to a change in the law must also be disclosed in the accounting records so that people can take it nice and interpret it (Principle, 2022).
Consistently observe accounting policies and standards. As consistency is a key accounting assumption, it is assumed that all accounting policies followed last year are followed this year. Consistency simplifies accounting by creating identical financial statements. It has been utilized in manufacturing, commerce, and service.
Ensure guarantees accounting concepts and presumptions are consistently applied in every area. Variable accounting rules or assumptions confuse accountants, and profit fluctuations confound financial account users (Principle, 2022).
The resulting regularity makes it easy for accountants to record company transactions. It helps auditors compare financial accounts over time.
Consistency gives shareholders and stakeholders trust in accurate and reliable financial accounts. Financial data accuracy and presentation determine the soundness of a decision.
[bookmark: _Toc107544069]Advantages and disadvantages of the Consistency Principle:
Advantages:
· It simplifies auditing and accounting for accountants. It lets auditors compare financial accounts and ensures their trustworthiness.
· If accounting principles are regularly followed, initial training is needed, minimizing training costs.
· Following the idea of consistency lets auditors and users compare financial accounts (Principle, 2022).
Disadvantages:
· This constrains management from employing the same accounting policies and assumptions throughout time, even when technical improvements need accounting changes.
· Because the consistency principle depends on whether a change enhances account display, judgment mistakes can occur.
· Changes are only allowed if the new approach is superior and improves accounting. Due to the change's impact on profit, the accounting staff is under pressure (Principle, 2022).
[bookmark: _Toc107544070]2.2 Principle of Materiality
Materiality is a principle of accounting that describes all items that are required to be documented or reported in detail within a company's financial statements if there is a good probability that they will affect the decisions made by investors. Accountants are expected to attempt to provide all financial statement data and accounting information in financial reports. This obligation comes with the territory of the profession (Heins, 2022).
The materiality concept has primarily two goals and priorities for its use. Extra information to achieve the general objective assigned to the financial statements and explanations in the sections included in the summary statements are examples of this. The general objective has been allocated to the financial statements (Berg, 2022).
[bookmark: _Toc107544071]Applications of the Materiality Principle and Its Significance:
When a corporation suffers a substantial drop due to unanticipated occurrences, the decision of whether or not to declare the damage will be based on the magnitude of the damage in comparison to the earnings of the organization. Suppose the storehouse of a production plant is damaged, and the resulting material damage is $10,000. Whereas the company's annual profit is $25 million, the $10,000 deficit will be insignificant and can be omitted from the income statement. On the other hand, if the company only had a net income of $20,000, this would be equivalent to a loss of 25 percent. That is necessary for the business to declare its investors and anybody else who analyzes its financial statements aware of this information due to the considerable nature of the loss that has occurred in this particular instance.
A corporation may perceive information as irrelevant if a transaction's financial amount is sufficiently minimal or if its nature is sufficiently irrelevant to the company's main business operations. This could be the case even if the information is accurate. Then a company can decide to use a different method of accounting for the transaction in place of the one advised by accounting principles since the alternative method is either cheaper or takes less time. There is a possibility that the materiality criterion that applies to one company will not apply to another and that the amount will shift over time. A company may break from accounting regulations if the cost outweighs the potential. The matching principle recognizes that an asset's useful life may span multiple accounting periods. This rule requires a corporation to include asset costs in the current accounting period and deduct them over the asset's useful life. A notepad's price may not matter. The cost of the notepads may be more than the work necessary to capitalize and expense it over time. This strategy understates current and future income based on the notepad's useable life. The inaccuracy has no impact on business financial decisions.
Materiality impacts reliability. Financial statements that conceal a vital or significant truth may hinder a user's ability to make good judgments. Most investors evaluate a company's financials before investing. Financial statements lose credibility if they omit certain information.
Completeness is influenced by materiality. A company's financial statements cannot be considered comprehensive if important information is missing. They cannot paint a truthful, fair picture of the c Relevance's Materiality.
Users only care about tangible data. A substantial chunk loses relevance if a company's income statement is overwhelmed with expenditure categories, inadequate money from multiple sources, and other characteristics that do not affect consumer decisions. Materiality affects the significance of financial statement information (Borad and Borad, 2022).
[bookmark: _Toc107544072]2.3 Principle of Monetary Unit:
According to the monetary unit principle, the company should only record commercial dealings that can be recast in a certain currency. Therefore, a business cannot keep track of non-quantifiable aspects such as the degree of expertise possessed by its workforce and the level of satisfaction experienced by its consumers. Conversely, a company cannot put a dollar figure on the worth of a valuable message it gave to its employees about how to be creative in their work (Bragg, 2022). Once it comes to processing information about one's specific financial condition, the monetary unit provides the base that is both easy to understand and universally recognized. This is the most identifying effective framework for capturing, communicating, and assessing financial information, where it may be used as a basis for making practical business judgments. That is the case because it serves as the foundation by which the facts are stored (Johanson, 2022).
[bookmark: _Toc107544073]Applications of the Monetary Unit Principle and Its Significance:
In 2019, the 'X' corporation spent $50,000 on acquiring a piece of real estate. The value of the piece of land has increased to $80,000 as a direct result of inflation. Because of the monetary unit assumption, the 'X' company is compelled to disregard the effects of inflation and so is unable to make any changes to its balance sheet.
According to the monetary unit assumption, all transactions can be measured in terms of money. Although inflation reduces money's value, accounting records are built on the supposition that money has a constant value. Maintaining accounting records in terms of money does not cause issues. A company may own various assets, such as real estate, buildings, government securities, and stock. It is hard to add up all of a company's assets directly. Instead of other physical aspects, the common economic value of assets is expressed in monetary terms.
[bookmark: _Toc107544074]2.4 Principle of Going Concern:
The assumption underlying the going concern principle is that any given organization will, at the very least, keep doing its operations for the years ahead. The idea behind this principle is that every choice made within a company should be done to grow the company rather than lay it down and sell its assets (Cicillia, 2022). The computation of depreciation based on the predicted economic life of fixed assets rather than the current market value of those assets illustrates how the going concern concept of accounting can be applied in practice. Businesses generally operate under the presumption that their operations will continue for an unspecified amount of time and that their assets will be utilized until they have been fully depreciated. The practice of payments and accrual expenses is an additional illustration of the company's financial position. 
[bookmark: _Toc107544075]Applications of the Going Concern Principle and Its Significance:
Such as, A company is facing significant financial challenges and will be unable to fulfill its commitments as a result. This corporation receives financial assistance from the government, as well as an assurance that all payments to creditors will be made. Even though it is in a precarious financial condition, this company is still operational.
Another example is, Due to the extremely precarious state of its liquidity, the small business cannot meet its financial obligations to its various debtors. At the request of one of the firm's creditors, the court decides to grant the request and issue an order to liquidate the company. Because there is sufficient information to support the conclusion that the firm will not be able to carry on its operations in the foreseeable future, the company is no longer considered a going concern.
Due to poor liquidity, the little company cannot pay its debtors. One of the company's creditors requests liquidation from the court. The company is no longer concerned because evidence suggests it cannot continue operations.
Lenders often consider accountants' opinions on an entity is going concern status. If financial companies distrust a company's viability, they will not provide long-term financing, preventing its growth.
[bookmark: _Toc107544076]Conclusion:
Incorporating accounting principles into a company is necessary since doing so contributes quantitative data to an overall analysis of the company's performance. The practice of accounting is considered to be a service. In today's business world, which is considerably more complex and dynamic, companies must keep their accounting records up to date. This is one of the most significant things we can do to ensure that our company remains relevant in this environment. The accounting financial statements are the basic means by which the management of an entity makes public communication of the entity's financial information combined with selected quantitative elements.
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