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1. Trial balance for General Supplies Ltd for the 12 months ended 31 December 2021.

	
	Debit (£)
	Credit (£)

	Finance Income
	
	4,000

	Finance expense
	16,000
	

	Share Capital
	
	347,900

	Bank
	
	2,000

	Opening Inventory
	90,000
	

	Machinery at cost
	90,000
	

	Buildings at cost
	712,500
	

	      Depreciation - Machinery
	     30,000
	

	      Depreciation - Buildings
	      37,500
	

	Provision for Depreciation - Buildings
	
	100,000

	Provision for Depreciation – Machinery
	
	25,000

	Legal expenses
	7,000
	

	Heating and Lighting
	10,000
	

	Long Term Loans
	
	200,000

	Rent and Rates
	24,780
	

	Insurance                 
	17,520
	

	Postage and Stationery
	6,000
	

	Share Premium
	
	100,000

	Sales Revenue
	
	900,000

	Retained Profits
	
	49,000

	Travelling Expenses
	5,000
	

	Motor Running Expenses
	8,700
	

	Salaries and Wages
	150,000
	

	Bad Debt
	4,000
	

	Purchases 
	560,000
	

	Revaluation Reserve
	
	100,000

	Provision for bad debts
	
	4,000

	Taxation
	12,900
	

	Trade Receivables (debtors)
	400,000
	

	Trade Payables (creditors)
	
	350,000

	
	2,181,900
	2,181,900

	
	
	





	
General Supplies Ltd

	
Income statement for the year ended 31 December 2021

	Sales
	900,000
	
	w1 Cost of sales
	

	Cost of sales (W1)
	-525,000
	
	Opening stock
	90000

	Gross profit
	375,000
	
	Purchases
	560,000

	Operating Expenses (W2)
	-325,720
	
	Closing stock
	-125000

	Operating Profit
	49,280
	
	
	525000

	Finance Income
	4,000
	
	W2. Operating Expenses
	

	Finance Expenses
	-16,000
	
	Rent and Rates
	50000

	Profit before taxation
	37,280
	
	Postage and Stationery
	6000

	Taxation
	-12900
	
	Travelling Expenses
	5000

	Net profit
	24,380
	
	Heating and Lighting
	10000

	
	
	Motor Running Expenses
	8700

	
	
	Insurance
	17520

	
	
	Bad Debt
	4000

	
	
	Salaries and Wages
	150000

	
	
	Legal expenses
	7000

	
	
	Depreciation - Buldings
	37500

	
	
	Depreciation - Machinery
	30000

	
	
	
	325720







	
General Supplies Ltd

	Statement of Financial Position as at 31 December 2021

	
	
	
	
	

	Non-Current Assets
	
	Cost
	Accumulated Dep
	NBV

	
	
	£
	£
	£

	
	
	
	
	

	Buildings 
	
	750,000
	137500
	612,500

	Machinery 
	
	120000
	55000
	65000

	
	
	
	
	

	Current Assets
	
	
	
	

	Stock
	
	
	
	125000

	Trade Receivables
	
	400000
	-4000
	396000

	Bank
	
	
	
	2000

	
	
	
	
	

	Current Liabilities
	
	
	
	

	Trade payables
	
	
	
	-350000

	
	
	
	
	

	Non-Current Liabilities
	
	
	
	

	Long-term loans
	
	
	
	-200000

	
	
	
	
	

	Net assets
	
	
	
	650,500

	Equity
	
	
	
	

	Share capital
	
	
	
	347900

	Share Premium
	
	
	
	100000

	Revaluation Reserve
	
	
	
	100000

	Retained Earnings 
	
	49000
	24380
	73380

	Total Equity
	
	
	
	621280

















       Accounting and personal finances are somehow ignored in some cases, but this is not doing us any favors. Accounting and finance are essential knowledge that must be learned for our finances, and we should be very aware of that already. In the world of accounting and finance, decisions must be made from the very beginning, and there are many general rules that we must learn to understand and follow as best as we can if we want to be successful. Our journey with accounting begins the very moment we start getting pocket money or money as a birthday gift. Ever since this first instance, we have to make our own decisions about how to spend our money, how to save for something bigger than we might want, possibly having to take a loan so we can start to study in a university or taking a bank loan so we can start our own business. Furthermore, the longer our finance journey is, the more bombarded we get with numerous finance offers for bank loans, car finance, and credit cards, free trial offers that have the sole purpose of getting us to pay monthly subscriptions. We have to make choices all the time, including little financial obligations like phone deals or gym memberships, but we must learn to appreciate the importance of every single financial event in our journey. We must budget our holiday spending and the rent for the house we live in. We must also consider the pros and cons of contactless payments and not making cash. Payments. The possibility of financial decisions that we can choose from and the financial decisions that we have already made are significant, and we must keep track of them as the possible results of carelessness are endless, and most of them would affect our financial position. We are making those little decisions every single day of our life without even realizing it, and the more aware we are, the higher our chances of maintaining an excellent financial status. Moreover, we must understand and implement more of the accounting principles that can support us in making good choices for our finances. 


          Consistency in accounting is a fundamental principle that requires us to implement the same accounting rules, policies, and general guidelines and follow them in every different accounting period unless there is known and substantial change in circumstances that would make such a change justifiable. It is never acceptable, for example, to implement different accounting techniques and methods just in the case that the profit for a particular accounting period is much lower than what it used to be in previous periods. That main principle of accounting allows us to compare the numbers between periods, adequately compare different businesses, and gives us an excellent overview of a company's financial journey with all the necessary facts and figures to make sound decisions about that particular company or business. Consistency in the recorded financial information will make it possible to prove that all of the numbers given are correct. For example, the auditor will go through the records, all the cash movement reflected in the bank statement, make sure the receipts match our purchases, and all the available evidence that can verify that the numbers provided are correct. In order for the accounting information to be as valuable as possible, it should be timely, and we should be able to go through the financial information straight after the accounting period ends if we want the highest possible accountability and understanding. We know that accounting information looks backward and reflects what has already been done. For this information to be useful to anyone who needs to make decisions regarding the particular business in the dynamic world we live in, this essential information needs to be provided to the decision-makers right after the financial year has ended. Furthermore, it should be provided so that it can be understood and interpreted by the users it is intended for, making the presentation of financial statements critical. Nevertheless, of course, there is also a cost involved in proofing and verifying all the information provided and causing an additional delay in preparing the statements, which might render them completely useless.
          Another one of the fundamental characteristics of accounting is its materiality. Moreover, this is the concept that the financial information when providing a statement is not altered. If some information would change the person's opinion examining the report, it should be included in the financial statements. Therefore this concept is intertwined and relative to the size and importance of the company and financial events. If it is considered that some information is immaterial and has no meaningful effect on the generated results, then there is no need for it to appear in the statements, and we might choose not to stick strictly to the general rules about the particular statement. It would not be necessary, for example, to calculate the value of small amounts of office supplies at the year-end and include them as assets for the company. However, this is where the tricky part begins, how do we find out what 'small' would be in the company's concept in question? The beforementioned office supplies might be worth £50, which might be considered material to a small one-person business, but it would be immaterial to a multi-million company that operates over a dozen countries. Materiality is a matter of context, and it is based on the judgment of the person creating the statement. Different people will come up with entirely different ideas about important information to a business and what is not. Therefore, we must choose the correct professionals to work on Financialour statements, And we should be able to trust them not to include matters that prevent us from appreciating all the essential information that we what they need to know. The overall picture may be compromised if the person decides to include too much information or too many details, so in other words, all the information included in the statements should be relevant.
         In accounting, a business is considered a going concern if we can reasonably assume that it will continue functioning for the foreseeable future or at least the next 12 months from the accounting year-end. We would adopt different accounting techniques and procedures if we think the business might be bankrupt or simply going out of business. However, it is still tough to determine with complete certainty that a business is a 'going concern,' primarily when the financial statements do not look ideal and provide us with essential information. Therefore there is always judgment involved when making such decisions and assessments.
           The monetary unit is another fundamental principle of accounting that generally states that we only record business transactions that we can express in terms of a currency, and they have a specific value. Therefore, a business cannot record noncurrency items such as employee skillset and competence, the quality of customer service and the rating that customers have given, or the intelligence and quick thinking of the engineering staff. Generally, a business cannot record the monetary value of a unique and involving speech given to employees by the managers about how to engage in the group activities and cement the company values.   
This accounting principle of the monetary unit also states that the value of the specific unit of currency in which we record transactions will remain relatively stable over time. Nevertheless, there is always a tremendous amount of currency inflation in many economies, this assumption might prove to be incredibly wrong, and as an example, a pound invested in buying an asset 20 years ago is worth a lot more than if the same pound was invested today, and this is because the purchasing power of the pound has significantly declined during the last two decades The accounting assumption that a monetary unit will be stable in the foreseeable future fails flat if there is a case of a hyperinflationary economy.   
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