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[bookmark: _Toc97403243]Introduction 
Accounting is a process of summarizing and recording financial and business transactions in order to further verify, analyse and report the results to an organization. Under different circumstances, the processes of accounting can change especially in terms of principles. The set of rules that assist organizations to calculate their financial status is commonly regarded as accounting principles. The present study has discussed the key principles of accounting in order to understand and prepare the Trial Balance, Income Statement and Balance Sheet for General Supplies Ltd. Further, the study has assessed the principles of accounting meticulously in order to apply these concepts in the calculations for the organization successfully. 
[bookmark: _Toc97120719][bookmark: _Toc97403244]Question 1: Bookkeeping for General Supplies Ltd.
[bookmark: _Toc97403245]a. Trial balance 
One of the major important bookkeeping worksheets is Trial balance that is needed to keep record of business operations within any company. The record books of ledgers are kept in a compiled form that consists of the amounts that are credited or debited during company corporations (Hollon and Teachman, 2019, p. 340). This also helps to calculate the trial balance at the end of reporting time. Henceforth finally the record book is analyzed that keeps the ending balance of the financial report. 

[image: ]
Figure 1: Trial Balance of General supplies Ltd. 
(Source: Self-Created)
The above table portrays trial balance of the company General Suppliers limited for the duration of March 31st 2021. The visual information in this table depicts the trial balance report that is calculated keeping five percent depreciation of the building. It is also visible that 25% if straight line depreciation is kept while formulating the final ledger report. The initial adjustment of the balance it is found out that machinery and building cost was £90000 and £712500. Therefore 1% debt of trade receivables can also be adjusted to create an amount of £4000 in operations. Finally the insurance payment of £16000 debited from the financial record. Henceforth the final calculation of all the transactions equals to an amount that is maintained as per the debit and credit balance for the company General Supplies Ltd. 
Disadvantages of using Trial balance 
The major disadvantage that the trial balance is seen to have is that it does not have any validation of initiated business transactions (Suyono et al. 2019, p. 123). Any misinformed transaction amount is easily extracted from this account. Another limitation that is common is that it involves double entry causing varied balance accounts in different names causing confusion for the auditors. 
[bookmark: _Toc97403246]b. Income statement
Preparation of income statement
Income statement is an inevitable part of an accounting system that creates effective decisions for the company regarding revenue earning and profit generation in any competitive market. The below table shows how the income statements of General Suppliers are calculated and maintained to earn successful revenue. 
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Figure 2: Income statement of General Suppliers Ltd. 
(Source: Self-created)
The above table shows that sales number and linked cost of expenditure helps in profitable earning in business. It can be seen that total sales of the company is £900000. For calculating the gross profit, values are often deducted such as sold goods, opened stock amount, purchases of the company, and other marketing operations. Therefore an amount of £375000 is calculated that is considered as primary gross profit value. The ideal net profit is calculated by deviating operational expenses and net profit of the company is £58380. 
Advantages and disadvantages of income statement
Advantages 
Income statement helps to assess a company’s financial position in the market. Apart from that it calculates the profitable earning in every quarter of a year (Naniz et al. 2019, p. 730). The management therefore can keep track of financial operations of the company and use effective tools to forecast future performance.  
Disadvantages 
One of the major limitations of income statements is that it depends upon the applied accounting method. As a result accounting measures can manipulate expenditure credit, debit and other values of the company (Schweizer et al. 2019, p.64). Therefore a great issue of valid information of the accounts of the business is seen to be at risk.
[bookmark: _Toc97403247]c. Balance sheet 
Preparing the balance sheet 
The present balance sheet of General Supplies Ltd. is providing a better understanding of the true value of the assets owned by the company in the long run. In this sense, the company has understood that they have collected both the liabilities and the assets of the business. After a detailed assessment of the balance sheet here, it can be seen that the existing assets of the company are showing danger signals that are outlining the deficiencies of the business in the long run (Huo et al. 2018, p. 660). On the other hand, the preparation of the balance sheet here is entirely based on the experience of General Supplies Ltd in terms of experiencing liabilities on a bigger scale. According to the balance sheet, it can be seen that the company has now generated a valuation of £1,431,020 for both its liabilities and assets. 
[image: ]Figure 3: Balance sheet for General Supplies Ltd 
(Source: Self-developed)
Further, it implies the fact that the equities of both the shareholders and the stakeholders are the same with the same valuation of the total numbers presented within the balance sheet. Moreover, it can also be said that the financial accounting of General Supplies Ltd is currently at a greater risk which is challenging the financial statement of the company in the long run. 
Advantages of the balance sheet 
The current balance sheet of General Supplies Ltd has showcased the scale of business within the current market. Similarly, a balanced asset is effective in terms of analysing the variables and the ratio of profit within the liquidity of the company. Further, the scale of balance sheet is beneficial for companies in terms of explaining the values of the liabilities and key assets of the company. Similarly, for General Supplies Ltd, the balance sheet appears as an effective liability that secures the business for the company. On the other hand, this record of the balance sheet is necessary for organizations in terms of implementing any effective solutions within the company. This documentation allows organizations to successfully secure different forms of businesses as well as business loans within the operating income and the income structure of a company (Felber et al. 2019, p.370). Similarly, for General Supplies Ltd, the balance sheet can be effective to understand the disruptions of liabilities and assets of the company in the long run. Apart from that, this balance sheet can be an effective document for the organization in terms of implementing further changes successfully. 
Shortcomings of the balance sheet 
The balance sheet of General Supplies Ltd also has a few shortcomings that have limited the organization in terms of assessing all the necessary financial aspects of the company. Here, some of the accounting principles are omitted within the final report which questions the authenticity of the report in the first place. As a result, the company has lacked information in terms of completing the balance sheet which lost its impact on the tangible and intangible aspects of the business. Despite these restrictions, the balance sheet of General Supplies Ltd can be regarded as detailed and meticulous financial documentation for the company. 
[bookmark: _Toc97403248]Question 2: Principles of accounting 
The principles of accounting can be defined as a set of guidelines and rules that companies need in order to follow the process of data reporting for financial purposes. The “Financial Accounting Standards Board (FASB)” has issued a few standardized accounting principles that can be accepted as the key principles of accounting. In terms of preparing income statements and balance sheets for an organization, calculating the Consistency Unit, Materiality Unit, Monetary Unit and Going Concern appears like some of the key principles that need to be discussed properly (Yasyshena, 2019, p.156). Here the basics of these principles are discussed in order to assist in terms of calculating the trial balance, balance sheet and income statement of General Supplies Ltd. 
[bookmark: _Toc97403249]Consistency Unit 
Consistency unit can be defined as a metric in an equation that attempts to equal the opposite side of the equation in the first place. According to this principle of accounting, as soon as an organization adopts a specific method or principle, they are bound to follow consistency for the further accounting periods. It can help the organizations to compare the accounting results from period to period while analysing the financial status of the company. There are no specific rules for the companies in terms of changing the accounting principles according to the new versions or new issues within the company. This can further help business organizations to prove the usefulness of the financial results that are commonly reported by the accounting team within a certain period (Beckmann and Czudaj, 2020, p.1002). For example, the GAAP within this accounting allows companies to approach the analysis of financial results in different ways that can value the inventory effectively for the organization.  
The basic objective of the Consistency plan is to reapply the techniques that resulted in favour of an organization’s finance when necessary. According to this principle, the same techniques and methods can be applied to similar situations within an organization. Further, this principle implies the factor that every business must refrain from changing accounting policies if necessary with any reasonable grounds. This principle also controls the factor that if the accounting policy of an organization is changed due to any valid grounds, a company needs to disclose its “nature of changing” along with the justification behind changing it (Yusof et al. 2020, p.324). Additionally, the concept of consistency is crucial in accounting because of the need for organizational comparability which enables stakeholders and investors to easily compare the financial systems of a company. For example, if an organization has attained financial benefit by “declining the balance depreciation” in the first place, then they must use this technique in future businesses to maintain the consistency of business effectively. 
[bookmark: _Toc97403250]Materiality Unit 
The materiality principle of accounting outlines the factor that the standards of accounting can be ignored if the net impact of the accounting is small and cannot mislead any individual further. In the field of accounting, materiality refers to the impact of a misstatement or omission in the financial statements of the company. It further states that every reasonable item within the company financials is subjected to the decision-making of the investors according to the standards of GAAP (Kim, 2019, p.45). In simple words, if any financial information of an organization is not misstated or omitted then it can be considered as material within the financial status of the organization. On the contrary, if the financial users do not alter their actions within the company then the omission or misstatement can be referred to as an immaterial unit. 
Apart from that, the concept of materiality also involves “application of accounting standards, “minor transactions” and “capitalization limit”. With the help of these concepts, controlling the financial environment of the organization appears as an effective task for the organizations to pull off (Camfferman and Detzen, 2018, p.448). For example, materiality appears in many crucial parts of financial accounting processes within an organization like retrospectives of accounting errors within an organization. In these circumstances, if any organization witnesses any accounting error then the organization is going to require a detailed application of accounting retrospectives (Green and Cheng, 2019, p.14). In this context, if the amount is small for the organization then the small alterations are not going to have any impact on the reader of the statement or the organization. 
[bookmark: _Toc97403251]Monetary Unit 
The Monetary Unit is one of the effective principles of accounting that enables organizations to record business transactions that can be expressed in terms of currency. In this sense, any company engaged in monetary transactions cannot record any kinds of non-quantifiable items like customer service quality, skills levels of the employees and the ingenuity of the workforce. According to this principle, the monetary unit principle outlines the factor that one can only record business transactions that can be expressed with the help of currency. Thus, a business record cannot record any kind of monetary value of a speech that is valuable and is given to the employees regarding innovative activities (Guliyev and Hajiyev, 2020, p.647). This principle also assumes that the value of the currency unit is safely recorded within the transactions which can help organizations to become stable over time. Further, the monetary unit relies on the persistent currency which deals with correct assumptions and does not value any kinds of incorrect assumptions in terms of buying assets. 
On the other hand, the assumption in buying assets can fail under some circumstances where the entity is unable to find the transactions for further recordings. In this scenario, there are risks for a hyperinflationary economy that can affect the business currency in the first place. If there are risks involved regarding a hyperinflationary economy then the monetary unit forces organizations to restate the financial statements of the company, especially in terms of recording the transactions on regular basis. One of the notable examples of the monetary unit is if General Supplies Ltd. attempts to purchase a building with a valuation of £20 000 in a certain year, then the organization need to record the amount of building in their system in order to maintain the authenticity of the business within both the parties (Deen-Conteh, 2020, p.421). In this aspect, after a certain period of time, the building can be sold within a price range of  £50 000 which will be a loss for the company who is buying it in the first place. So, in this aspect, the monetary unit controls the record of accounting in order to minimize the chances of accounting errors within an organization. 
[bookmark: _Toc97403252]Going Concern 
Going concern can be referred to as an accounting principle that maintains the stability of an account in the long run. Most of the organizations in current times use this principle in order to outline and mitigate the complications of financial debts effectively. Further, the principle helps business organizations to determine their future by helping them in the further progression in terms of financial ratio within the organizational economy (Beerbaum et al. 2021, p.75). Further, the concept of going concerns can also be used in order to make the businesses foreseeable in terms of accounting errors in future. 
In this context, some of the expenses and the volume of assets can differ from the financial reports but if it becomes a larger volume then it can be assumed as a going concern for the organizations. On the other hand, General Supplies Ltd. can represent the one-year financial details of the company for analysing the minor to major issues within the reports on a broader scale (Kumor and Mackowiak, 2018, p.218). Here, the company has the option to review its expenditures and financial stability in order to grow its businesses within the current income statement of the company. Further, the monetary units can be helpful for the company in terms of mitigating issues like bankruptcy and the effective value of assets. On the other hand, it can also be said that this principle can further lead the company to attain favourable financial stability within the competitive market.  
[bookmark: _Toc97403253]Conclusion 
The role of accounting and its principles are crucial in terms of shaping the businesses of General Supplies Ltd. especially their financial transactions and revenues in the competitive market. After analysing the transactional information provided by the Bookkeeper, it can be said that their trial balance is completed and the balance sheet is stable for the company. Further, no financial errors can be detected within the present report of the company and they are now dedicated to generating further revenue within the market. In conclusion, it can be said that both the credit and the debit account of the company is in a financially stable state which can enable it to counter all financial errors in the coming future. 
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Balance sheet
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