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Accounting is one of the key systematic approaches that allow an individual to successfully collect, report, and analyze the crucial financial transaction within a business.  Furthermore, accounting also helps the manager to depict the relative financial stability of a business within the competitive market as well. The following assignment thus reflects the relevance of accounting principles along with a suitable construction of a financial statement based on the provided information of the company. 
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a. Trial balance (TB)
	Trial Balance

	Particulars
	Amount (Dr)
	Amount (Cr)

	Finance Income
	 
	4000

	Fianace expense
	16000
	 

	Share capital
	 
	347900

	Bank
	 
	2000

	Opening inventory
	90000
	 

	Machinery
	90000
	 

	Building
	712500
	 

	Depreciation on Building
	37500
	 

	Depreciation on machinery
	30000
	 

	Provision for depreciation - machinery
	 
	-5000

	Provision for depreciation - buildings
	 
	62500

	P & L alc 
	5000
	 

	Legal expenses
	7000
	 

	heating and lighting
	10000
	 

	Long term loans
	 
	200000

	Rent and Rates
	24780
	 

	Insurance 
	1520
	 

	Postage and stationery
	6000
	 

	share premium
	 
	100000

	Sales revenue
	 
	900000

	Retained profits
	 
	50000

	Travelling expenses
	5000
	 

	motor running expenses
	8700
	 

	Salaries and wages
	150000
	 

	Bad debt
	4000
	 

	Purchases
	560000
	 

	Revaluation reserve
	 
	100000

	Provision for bad debts
	 
	7000

	Taxation
	12900
	 

	Trade receivables (debtors)
	396000
	 

	Trade payables (creditors)
	 
	350000

	Prepaid Insurance
	 
	16000

	Profit and loss a/c
	89180
	 

	closing stock 
	 
	125000

	Outstanding Invoice for rate 
	3320
	 

	 
	2259400
	2259400



Table 1: TB adjustments
(Source: Self-made)
In the above present figure 1, the adjustments are made in the trial balance of General supplies LtdLtd, for the year ended 31st March 2021. Here at first the adjustment is done on the building and machinery as depreciation was incurred on them for building 5% giving £712500 and machinery on £90000, and the amount of depreciation was deducted from the provision of both the assets. After that depreciation amounts are deducted from their respective assets. The effect of the provision of bad debt is deducted from 1% that £4000 from the trade is receivable and added to the provision. The insurance of amount £16000 was already paid hence the remaining amount is deducted from the insurance. The outstanding invoice rate of £3220 is placed on the debit side. And the closing stock is credited also the accrual a/c is placed in debit. The TB is prepared so that it can be ensured that each of the entries made in the business ledger is balanced appropriately. It also helps in listing the finishing balance in every general ledger account of the business. The sum of the pound value that is on the credits and debits in every entry og accounting is needed to be matched as shown in figure 1. It is beneficial for preparing a TB as it provides a proper and good check in the work done accuracy in making or preparing og the edger accounts present in the business transactions. At times when the debits total balances amount is in agreement with the credit total balances amount then it is proven that the accounts of the ledger are maintained perfectly. An as basically the TB records analyze, summarizes, reports amd to classify the information regarding finance for the generation of the financial statements. 
Definition
A TB is a worksheet of bookkeeping in which the balances of each of the ledgers are proper but into a compilation for the credit and debit account column sum that is similar/equal. A business as in General Supplier prepared the TB periodically, and generally or usually at the finish or end of each of the reporting time/ period (Wells, 2018, p.45). And it is called TB reason behind this is that it will every time or always have equal total or sum in the credit and debit sides of the TB.
Limitations
It has a few limitations like it doesn’t give definite proof that each of the transactions is being recorded.
It also does give accurate proof that the ledger is totally correct. Several or numerous amount errors might exist although TB agrees.
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	Income statement 

	Particulars
	Amount(£)
	Amount(£)

	Sales
	 
	900000

	Less:Cost of goods sold
	 
	 

	Opening stock
	90000
	 

	Add: Purchases
	560000
	 

	Less: Closing Stock
	125000
	525000

	Gross Profit
	 
	375000

	Less : Operating expenses
	 
	 

	Rent and rates
	24780
	 

	Postage and stationery
	6000
	 

	legal expenses
	7000
	 

	Heating & lighting
	10000
	 

	Finance expense
	16000
	 

	Insurance
	1520
	 

	Travelling Expenses
	5000
	 

	Motor and rrunning expenses
	8700
	 

	Salaries and wages
	150000
	 

	Bad debt
	4000
	 

	Invoice for rates
	3320
	 

	Provision for bad debt
	7000
	 

	Taxation
	12900
	256220

	Net Profit 
	 
	118780



Table 2: IS computation
(Source: Self-made)
In the figure made above number 2, The computation for the year 2021, in the books of General Supplies Ltd is done. The cost of goods sold is enumerated by adding the opening stock with the purchase and deducting it with the closing stock giving and amount of £525000, which then subtracted from the sales to get the gross profit (GP) of £375000. The expenses are then deducted from the GP for getting the Net profit (NP) of £118780. As the company has net profit (NP)it indicates that it had profit after making deduction each of the expenditure from the business sales. It also provides an inclusive metric for the company’s profitability and here shows that the coming has the insight on knowing how good the team of management is operating the business aspects.  As the NP is higher or can be said a positive number it shows that the business had the capability of being more efficient in making conversion of its sales into its real profit.
Definition
The NP can claim the amount of value of the money present in the business earrings after making all kinds of deductions from the expenses in the given time frame. For arriving at this amount, the company must know the GP (Chen and Fang, 2020, p.420). And if the NP value is in a negative amount, then it will be termed as Net Loss.
Benefits
It is advantages are that it helps the investors in having assessed, in case the company or firm’s management is in the process of generating sufficient amount of profit or earring from its revenue or it can be said that whether the overhead cost and the operating cost are being properly contained. The NP margin is considered one of the most significant indicators for a business in its overall or entire financial health.
Each and every company is required to earn enough profit for being successful / A positive or good bottom line of the income of a comprises of IS, is the indicator that the firm is making well progress. That NP is essential for the business in continuing the prosperity and growth process.
The NP can be used for investing back in the company. At the time of the firm's early or starting years, many or most of its NP are to be retained in the firm for bringing growth to the firm.
Limitations
It has a few limitations but, it includes that there is the possibility that misinterpretation of the ratio of profit margin and the figure of cash flow occurs.
A lower NP margin doesn't always depict that the performance of the company is poor.
And also, a higher NP is not necessarily okay in making translation to a high cash flow.
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	Balance sheet

	Liabilities
	Amount(£)
	Asset
	Amount(£)

	Capital
	347900
	Retained earnings
	50000

	add: Net profit
	118780
	Share premium
	100000

	Trade pyables
	350000
	Machinery
	90000

	Revaluation reserve
	100000
	Building
	712500

	Long term loans
	200000
	Bank 
	2000

	Adjustment
	420320
	Finance income
	4000

	 
	 
	Closing stock
	125000

	 
	 
	Trade receiveables
	396000

	 
	 
	Provission on buildings
	62500

	 
	 
	Provision on machinery
	-5000

	 
	1537000
	 
	1537000



Table 3: BS computation
(Source: Self-made)
As per figure 3, the calculation of BS for the 2021 year ended, 31st march is prepared, which depicts the financial position of the company. As it is known that the asset and the liabilities are to be equally for showing a proper financial state of a company. And that case as both the liabilities and assets sided are equal with £1537000 as their total. The practice of double-entry ensures that the equation of accounting always stays balanced, depicting that the equation left side amount is going to always be the same or match with the value of the right side. In simple words, the amount of the asset is equal to the sum of liabilities and shareholders' equity. The reason for preparing the BS is for providing the party's interest in the idea or point of view of the financial state of position of the firm, and with the addition of displaying, the company's owned things and the things that the company owes, It is necessary as each of the investors has the knowledge of using the analysis and g through the BS. A BS might give the entire insight or the cause for investing in the company's stock.
Its purpose is for providing the details or entire information in regards to the funding of the debt that is availed by the entity, use of the equity and the debt creation of assets, and the company's net worth.
Definition
A Balance sheet is a type of financial statement that helps the company in reporting the shareholder's equity, liabilities, and assets. It is one among the 3 cores of the statements of finance, which are put to use for evaluating the firm (Kumhof and Noone, 2018, p.50). It also helps in providing the finance of the firm's snapshot in the publication date. Typically, it is made at the end of the given period. It has two columns, the left one is company assets.
Benefits
It helps in determining the returns and the risk, as the long-term assets and the current asset, has a reflection of the firm’s ability in generating cash and the operation of the firm's sustainability. In contrast to the long and short-term debts as prioritized by the obligation of the business financially.
It is beneficial as the regulators, lenders, investors and the managers take the company’s measurement with calculation/enumeration of the ratios of finance with the use of the data from the BS and are often un the conjunction, with the different and other reports like the IS.
A proper and accurate BS provides the investor with an understanding of the company's financial state and creditworthiness.
Limitations
The expectation with the long terms assets for lasting more, than 1 year and the inclusion f the item such as plant, equipment, etc. While recording this, it ignores the recent or present value of these mentioned assets.
Only the assets can be acquired by the transactions that are reported on the BS. So, it makes the omission of a few of the valuable assets, which are not oriented with the transaction, and non-expressive in terms of money.
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Accounting Principles
Accounting principles are considered to be a set of guidelines that maintains the definite consistency for conducting more validated and accurate company reports and financial statements. Based on the views of Weygandt et al. (2019, p.78), accounting principles help the dedicated management system to comprise accurate and consistent financial statements that could be further compared with other financial statements of the same company and its competitors. There are various associated principles within accounting that allow the financial manager to follow up a consistent standard of financial statement for comparing it across years for relativity for other companies. In order to explain the relative relevance of accounting principles, it is crucial to be aware of the various available forms of accounting principles in business. 
Forms of counting principles
As per the views of Kumar (2018, p.17), the ultimate goal of accounting principles is to enumerate a consistent yet validated financial statement for the company. Most of the accounting principles that are utilized by the companies are strictly followed under the guidance of “General Accepted Accounting Principles” (GAAP) to comprise validated financial statements and counting disclosure at the end of the financial year. Based on the guidance of GAAP, some of the notable principles of accounting are mentioned in the following section. 
Consistency Principles
Just as the name suggests the consistency accounting principle ensures that only one method is being followed throughout both present and future accounting periods. However, sometimes it was noticed to be broken if the accounting managers apply a new version of the method that would reflect more improvement within the financial statement of a company. Being consistent about the applied method in calculating financial transactions makes it quite easy for the pony as well as the audits to successfully clear off any unwanted violation in their recording system. However, Landers (2021, p.9) argues that the application of consistency principles in accounting is quite often ignored by many businesses and companies. Mainly what the financial managers try to repot more profit in business, the application of consistency principles is most likely to violate. 
Materiality Principle
Materiality principle within the context of the accounting system mainly involves the devoted recording of all the business transactions in the accounting records. In case of failing to record it might influence the decision-making factors of the company in business. On the other hand, Baumgardner (2020, p.23) explains that the applied materiality principle suggests that all the material items should be properly enlisted within the financial statements. The devoted material items that are being utilized within the operational business mainly consist of both inclusive and exclusive results that bring about significant changes in the decision-making process for a business. Furthermore, the materiality principles also hold the provision for ignoring other accounting principles if it does not initiate any form of impact over the financial statement of the company. 
Monetary unit principles
The monetary principles within the accounting system only record those necessary financial transactions that could be expressed in terms of currency. Through such measures, it prevents the company to record all the non-quantifiable items such as employee skills, efficiency, and other qualitative features in business as it company assets within the balance sheet. The documentation of the units in terms of currency helps the financial manager to maintain a stable and consistent balance sheet recording in its business. 
Going concern Principles
The application of the going concern principle mainly deals with helping the company to continue its operating plans with the help of its existing assets beyond the provided fiscal period. Moreover, it also assumes that with the provided operational statement the company will be successful in meeting its financial obligations within the competitive market as well. Basically on simple terms, the implication of the going concern principle is based on a set assumption that demarks that the company will be continuing to stay in business based on its existing value and assets in the market. 
The critical relevance of the principles within the presentation of financial accounts
The accounting principle sets a definite framework and guideline for analyzing the devoted business transactions in business. Through the devoted guideline of the crucial accounting principle an individual successfully maintains consistency in developing validated financial statements and counting disclosure of the company. Daher (20149, p.27) mentioned in his work that one of the crucial features of the accounting principle is to maintain a thorough consistency over a period of time. Mainly in this section, the application of the consistency principle is considered to be a follow-up of the single method for calculating the financial records of the company. However, most financial managers tend to overlook the principle of consistency in accounting as it obstructs the company to improve their financial records in the business. The principle of the monetary unit on the other hand helps the financial managers to maintain the necessary stability in recording business transactions into defined accounts. Wang (2018, p.77) argues that the monetary unit principles are well known to assume the value of a unit through currency.  However, it failed to provide a definite estimation of value due to the existence of acute inflation within the economy. Considering the declining of the purchasing power of the consumers in the market, the company can purchase fewer amounts of assets with the same monetary unit in recent time. As a result, at the time of hyperinflation, the monetary accounting principle completely fails to maintain the consistency and the entail validity of the financial statement of the company. Under such circumstances, the perception of the going concern principle is also seemed to be violated. 
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In the end, it can be concluded by saying that accounting for fundamentals is necessary for keeping track of the expenditure and expenses and works out to be a great help for a business. In the report, for General supplies Ltd , the adjustments are properly made in the trial balance so that both debit credit gets equal, and then with the help of TB, the IS and BS are prepared, giving a total outlook of the business financial status. At last, the explanation about the accounting is discussed, and interlink with the makings of the financial statements are given more emphasis.
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