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Introduction
This essay will be conducted on the diverse fundamental accounting concepts. The prime functions of accountancy, that is bookkeeping techniques will be critically conducted here. Furthermore, the business considered in this essay that is General Supplies Ltd. will also be critically analysed in terms of its final books of accounts. In addition to this, the different concepts, principles and approaches followed in the procedure of accounting will also be critically discussed within this essay. Here, their relevance, significance and need in the presentation of financial statements and reports will also be critically discussed.













Discussion
(1) Creation of the adjusted trial balance
In the books of General Supplies Ltd.   Trial balance creation
For a 12-period time frame as ended for 31st December 2021
	ACCOUNT BALANCES
	DEBIT Transc. £
	CREDIT Transc. £

	Finance Income
	 
	4000

	Finance Expenses
	16000
	 

	Share Capital
	 
	347900

	Bank
	 
	2000

	Opening Inventory
	90000
	 

	Machinery (at cost)
	120000
	 

	Buildings (at cost)
	750000
	 

	Provision for depreciation (Buildings)
	 
	100000

	Provision for depreciation (Machinery)
	 
	25000

	Legal Expenses
	7000
	 

	Heating and Lighting
	10000
	 

	Long term loans
	 
	200000

	Rent and Rates
	24780
	 

	Outstanding rates
	3220
	 

	Insurance
	17520
	 

	Prepaid Insurance
	 
	16000

	Postage and Stationery
	6000
	 

	Share Premium
	 
	100000

	Sales Revenues
	 
	900000

	Retained Profits
	 
	50000

	Travelling expenses
	5000
	 

	Motor Running Expenses
	8700
	 

	Salaries and Wages
	150000
	 

	Bad Debts
	4000
	 

	Purchases
	560000
	 

	Revaluation Reserve
	 
	100000

	Provision for Bad Debts (Adjusted)
	 
	4000

	Taxation
	12900
	 

	Trade Receivables (debtors)
	400000
	 

	Trade Payables (creditors)
	 
	350000

	Suspense account
	13780
	 

	GRAND TOTAL
	2198900
	2198900




(2) Creation of income statement for the business
In the books of General Supplies Ltd.
Income Statement creation
For a 12-period time frame as ended for 31st December 2021
	Transaction Detail
	Inner workings (£)
	Amnt. (£)
	Amnt. (£)

	Sales Revenues
	
	
	900000

	{LESS}: Cost on Item Sale(COGS):-
	
	
	

	(Opening) Initial Inventory
	
	90000
	

	{ADD}: Purchases 
	
	560000
	

	{LESS}: (Closing) Final Inventories
	 
	125000
	525000

	GROSS overall Profits/(Losses)
	
	
	375000

	{LESS}: Expense:-
	
	
	

	Legal Expenses
	
	7000
	

	Heating and Lighting
	
	10000
	

	Rent and Rates
	24780
	
	

	(+): Outstanding rates
	3220
	28000
	

	Insurance
	17520
	
	

	(-): Prepaid Insurance
	16000
	1520
	

	Postage and Stationery
	
	6000
	

	Travelling expenses
	
	5000
	

	Motor Running Expenses
	
	8700
	

	Salaries and Wages
	
	150000
	

	Bad Debts
	
	4000
	

	Provision for Bad Debts (Adjusted)
	
	4000
	

	Finance Expenses
	16000
	
	

	(-): Finance Income
	4000
	12000
	

	Taxation
	
	12900
	249120

	NET overall Profits/(Losses)
	 
	 
	125880


(3) Creation of the financial position statement
In the books of General Supplies Ltd.
Financial Position Statement creation
For a 12-period time frame as ended for 31st December 2021
	ACCOUNTS BALANCES
	Amnt. (£)
	Amnt. (£)

	ASSETS:-
	
	

	Current Assets:
	
	

	Trade Receivables (debtors)
	400000
	

	(-): Bad Debts
	4000
	

	(-): Provision for Bad Debts
	4000
	392000

	Bank
	
	2000

	(Closing) Final Inventory
	
	125000

	Prepaid Insurance
	
	16000

	Non-Current Assets:
	
	

	Machinery (at cost)
	120000
	

	(-): Provision for Depreciation
	25000
	

	(-): Depreciation (@25%)
	30000
	65000

	Buildings (at cost)
	750000
	

	(-): Provision for Depreciation
	100000
	

	(-): Depreciation (@5%)
	32500
	617500

	Grand TOTAL Assets 
	
	1217500

	
	
	

	{Less}: Liabilities:-
	
	

	Current Liability:
	
	

	Suspense account
	13780
	

	Trade Payables (creditors)
	350000
	

	Outstanding rates
	3220
	

	Non-Current Liability:
	
	

	Long term loans
	200000
	567000

	NET Assets 
	 
	723780

	Capital/Equity:-
	
	

	Share Capital
	347900
	

	{Add}: Net Profits
	125880
	473780

	Retained Profits
	
	50000

	Share Premium
	
	100000

	Revaluation Reserve
	
	100000

	TOTAL Capital/Equity
	 
	723780



The field of accounting holds numerous guidelines and principles upon which its conductance is based. During the creation or construction of the financial statements, this range of accounting principles is critically utilised to bring a synchronised comparative feature. Some of the principles of accounting might include concepts, consistency, materiality, monetary unit and many others. “Accrual basis concept” is one of the most crucial accounting principles that almost all businesses utilising double-entry accounting follow. It implies that during the creation of the relevant financial statements, businesses like General Supplies Ltd. will need to consider all the actual earnings received in hand along with the earnings that are confirmed and promised for the future (Grigg, 2020). The latter kind of earning is not actually received in hand at the present date. It must be mentioned that the creation of the financial statements under the stated principle is declared as standard under the GAAP and the IFRS rules and guidelines. There, however, stands a critical difference between accounting on a cash basis and the one on an accrual basis. Cash basis, unlike accrual accounting basis, solely considers all those financial earnings or payments that have been done immediately on spot. 
“Consistency” makes up the other most pivotal principle that is to be maintained and followed in the field of accountancy, especially during the creation of financial statements. The pivotal rule of this principle is to retain a constant uniformity in the presentation of the accounting data in the created financial statements(Weygandt, et. al., 2019). This implies that the business General Supplies Ltd. needs to accurately check and verify its range of accounting information and details with the recorded evidence before making final entries in its financial reports of accounts. During the procedure of bookkeeping and creation of financial statements, businesses tend to make financial entries in a timely and chronological manner. At that time, the business simultaneously compares any relevant material information from the historical records of past financial periods as and when required by the accountants. This is when any historical event that needs to be carried forward must be consistently entered in the reports. It must, additionally, be mentioned that this “consistency” principle is critically acknowledged by the tax authorities of the UK nation. This is because, if the financial reports presented in the accounting statements of General Supplies Ltd. are not identical to the actual financial events that occurred as per records, suspicion might arise. Furthermore, when a business initiates its operations, it must first decide on an accounting practice that would be retained indefinitely and carried forward to every accounting period.
“Going concern concept” is that accounting approach that is integrated into the business when initiating the operations to be continued while undertaking the creation of financial statements. This accounting principle signifies a predeclared assumption made by the business authorities that believes that the business, General Supplies Ltd.,  will not be ceasing to exist in the future. In other terms, the business is launched with the expectation that it will never shut down and instead will continue forever(Ruppel, 2017). This presumed continuity factor is one of the most influential elements upon which the creation and presentation of financial statements are based. The influence of this presumption additionally falls on the business activity of obtaining external loans from creditors. Other than this, any kind of investment decision and the forecasts of future profit margins is also influenced by this going concern approach. With the assistance of this conceptual accounting principle, the business can also forecast its obtainable position amongst its market competitors in the future periods. Based on such forecasts, activities or improvements that would raise the competitive edge of General Supplies Ltd. will also be conducted in an optimal manner.
The principle of “Materiality” is a core accounting guideline or principle that states that the business in question will need to consider the complete inclusion of all those relevant facts and figures that hold extreme influential power over the decision-making procedures of both internal and external parties. This is since the creation of financial statements and reports are not only meant for the higher business authorities but also for all those interested investors, stakeholders, shareholders and the public. Potential investors who are considering the business for investment will base their investment decisions on the material information and details available from accounting reports. The management of General Supplies Ltd. will also be utilising the presented material and relevant financial information towards making better developments and improvements to upgrade the performance of the business organisation in front of its market rivals. The accountants holding the responsibility of creating the needful financial statements and annual financial reports are required to eliminate any kind of immaterial information. Immaterial information indicates all those elements that hold no significance or play no role in the formation of significant or petty decisions however minute or massive. On the other hand, material information even if deemed pretty minute like any minor adjustment needs to be mandatorily integrated into the financial statement entries. This is especially if the consequences brought in by the inclusion of those elements are massive.
There is another accounting principle that is present in this discipline that greatly influences the outcomes derived from financial statements. This is the principle of “conservatism”. The mentioned principle declares that the business General Supplies Ltd. will need to acknowledge the incurred expenses and earned revenues in a separate method(Burchart and de Monteys, 2017, p.371). In the case of earnings derived from different sales operations, the business General Supplies Ltd. will need to consider solely those sources of income that have been critically verified and confirmed by the business accountant regarding the certainty of their occurrence. This is based on the phrase stating it is crucial that businesses solely consider all losses and only certain profits. It implies that businesses need to play it safe by not keeping expectations for the occurrence of all its earnings(Gheorghe, 2017, pp.194-197). However, when any probability for the occurrence of expenses arises, it is mandated that they are always considered and included within the financial statements. That is, even if the business’s accountant is uncertain regarding the occurrence of any expenditure or liability, it must keep ample reserves to compensate for them. The prime reason for which such a principle is followed is that businesses like General Supplies Ltd. might end up suffering unexpected losses by being subject to the absence of ample fund reserves to compensate for the blow of the loss. Hence, they consider it is better to play safe and not be overconfident or too optimistic regarding the volume of their earnings, revenues and profits. The consequence of not following the approach of conservatism might cause an impact adverse enough to drive the business to shut down itself by pulling it out of the market competition.
The principle of “economic entity” is another of the crucially considered accounting principles or rules. The key perspective of this accounting principle states that no business owner should end up mixing up their personal expenditure with the expenditure of the business. It is extremely mandatory for the financial statements and reports to solely project all those expenditures connected to the activities of the business(Marland, et. al., 2017). The expenditures which have been conducted for personal or private reasons must be kept entirely apart in a separate bank account to retain smooth maintenance and flow of funds to and from the fixed personal account. Furthermore, this principle is extremely important as the external parties as well as the internal ones will be able to clearly distinguish between the factors or activities that have influenced the business profits. This will also help the business in understanding which issues or weak points need to be improved and which strong areas need to be sustained in the future accordingly. All the stated activities cannot be effectively conducted if the business maintains its personal finances with the volume of its business finances.
The principle of “matching” or the “matching” concept might be stated as another well-established and widely followed accounting principle. As per the perspective of this principle, the business is considered to uniformly and consistently follow the double entry basis of accounting during the creation of the financial statements and reports. The basis of double-entry makes it mandatory for the accountants who are handling the business finances to make simultaneous entries of the same financial transaction two times. The repeated entry is conducted or not carried out in the same place, location or accounting book. Rather, the entry of these financial events is made in either two separate accounting final books or in two different columns that are debit column and credit column, in the same single book. The sole reason for the following of this principle is that otherwise the business final books, that is the balance sheet, will not end up tallying. A balance sheet needs to have its assets, as well as the collective equities and liabilities, tally up in the end. This situation arises since the layout of the balance sheet of any business follows the well-known “accounting equation”(Ostapiuk, et. al., 2018). The accounting equation states that the quantity of assets is a complete summation of the book values of equities and that of liabilities. Furthermore, this principle states that the financial transactions need to match the time of their respective occurrences. Similarly, if the business incurs a commission on sales on a specific date or month, it will need to make the same stated entry in the same time period.
Another extremely significant accounting principle is the “full disclosure” approach or concept. This approach clearly signifies the need to complete and entirely reveal every circumstantial evidence, facts, details and information to the public through the business’s financial statements and reports. The reason for this is that the interested investors, shareholders and the public will need to have complete access and knowledge of all the needful accounting details and information to make informed decisions. Any kind of decision that is made without having access to complete information might cause the investors to lose money. From the perspective of the business General Supplies Ltd., the financial statements and reports are required to fully reveal every material information in order to gain the confidence of the government and investing public. If this is not done, the business might end up losing its competitive position in the market and might be entirely prohibited by the government from carrying out any future operations due to intentional fraud.

Conclusion
This essay has been conducted on the fundamental accounting concepts. The prime functions of accountancy, that is bookkeeping techniques, have been critically conducted here. Furthermore, the business considered in this essay that is General Supplies Ltd. has also been critically analysed in terms of its final books of accounts. In addition to this, the different concepts, principles and approaches followed in the procedure of accounting have also been critically discussed within this essay. Here, their relevance, significance and need in the presentation of financial statements and reports have also been critically discussed.
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