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APPENDIX GA36a



1. The Bookkeeper of General Supplies Ltd has presented you with the following trial balance 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
	120,000
	

	Depreciation for Buildings
	32,500
	

	Depreciation for Machinery
	30,000
	

	Buildings at cost
	750,000
	

	Provision for Depreciation - Buildings
	
	132,500

	Provision for Depreciation – Machinery
	
	55,000

	Legal expenses
	7,000
	

	Heating and Lighting
	10,000
	

	Long Term Loans
	
	200,000

	Rent and Rates
	28,000
	

	Insurance
	16,000
	

	Postage and Stationery
	6,000
	

	Share Premium
	
	100,000

	Sales Revenue
	
	900,000

	Retained Profits
	
	50,000

	Travelling Expenses
	5,000
	

	Motor Running Expenses
	8,700
	

	Salaries and Wages
	150,000
	

	Bad Debt
	5,000
	

	Purchases 
	560,000
	

	Prepaid insurance
	1520
	

	Revaluation Reserve
	
	100,000

	Provision for bad debts
	
	4,000

	Taxation
	12,900
	

	Trade Receivables (debtors)
	400,000
	

	Trade Payables (creditors)
	
	353,220

	
	2,248,620
	2,248,620

	
	
	





     Assignment part 2








University of Wales Trinity Saint David                                          





                                                                                                                                       Vasile Danut Miculas
    
Accounting can also be called as the act of keeping financial account. Accounting it means to enter and sort financial data into the bookkeeping system. Accounting can be done by a company or an accountant and it  is made in the purpose of keeping evidence of every transaction made within a business or organization. The main purpose of the accounting is to have a permanent record of all the transactions made within an organization or business. This always have to be accurate because the financial information provided thru accounting helps the owner or the stakeholders of the business to take further decisions about how manage the business, or invest in it, or lend money to it. Accounting has several principles by which is operated. Some of the basics principals of the accounting are: consistency, materiality, monetary unit, going concern, cost principle and accrual principle. The main aim of all the accounting principles is that every company will a complete, consistent and comparable financial statements. Least but not last one of the reasons that companies must have a proper bookkeeping system is that they can present all the financial information to Regulatory Bodies if they are asked to do so.

 One of the basic principle of the account is consistency. Consistency principle it means that once a company or a business adopted a certain accounting principle or method, it should stick to it in the future. Once a principle is used it should be followed consistently. An example on how to be consistent is that a company start to use straight line depreciation method for their machinery, they should use the same method for at least a certain period of time. Studies made by Kyle Peterson, Roy Schmardebeck and T. Jeffrey Wilks, presented in the journal intitled “The Earnings Quality and Information Processing Effects of Accounting Consistency” pointed out that the more consistently a company use a principle the easiest will be for them to predict the future earnings. Based on the same journal we conclude that being consistent can be very useful and also prolific for a business.

“Materiality is a fundamentally important accounting concept (Messier et al., 2005), generally understood to involve the determination of the importance of a matter for financial reporting purposes, ( FASB, 1975)” ( Edgley, 2014). Materiality it means that all the entries should be entered correctly in the journal and it is designed to make sure that under no circumstances no omission will be made. The concept of materiality in accounting also refers to the fact that any omission made by mistake or on purpose will not have a significant impact on the financial statement. Therefor the concept was introduced to make sure that investors will not be mislead with inaccurate data. The concept of materiality it is the same for every company but in order to determinate materiality must need a professional judgment. In accounting materiality also means the size of an amount, hence relatively large amounts are material, while relatively small amounts are considered immaterial. An eloquent example for this could be: a company with a revenue of 1.000.000 pounds would be more likely to consider 100 pounds as immaterial while on the other hand a small company with a revenue of 1.000 pound will consider 100 pounds as material.
    
Another fundamental accounting concept is monetary unit which refer to the fact that the only business   transactions that involve money should be recorded in the financial statement. Any transaction that does not involve at least one of the parts that are taking part in transaction to pay money towards the other one should not be recorded. The monetary unit principle also believes that the value of the unit of currency in which transactions are recorded remain stable. A company can`t record in a journal anything not expressed in terms of currency hence it is impossible for a business to record non-quantifiable items in a bookkeeping system. Couple of eloquent examples of non-quantifiable items are, qualification of the employees, quality of the services, company and brand reputation and on-time delivery.
  
Going concern is an accounting principle thru which it is believed that every company has resources to continue to operate for an indefinitely period of time till it provides evidence that suggests the contrary. In more simple words going concern it means a business will remain active for a predictable period of time in the future.
When preparing financial statements for each annual and interim period, management is required to consider relevant conditions and events that, in the aggregate, may raise substantial doubt about an entity`s ability to continue as a going concern 
                                                                                (Holzmann & Munter, 2015, pp.73-77)
From this denote the fact that the first responsible to determinate the ability of a comapny  to continue as a going concern are the people who are managing the business. Management of the entities have the obligation to perform periodical going concern assessment (Holzmann & Munter 2015). The leaders of the company or not the only ones responsible of making going concern assessments there are also a case when this can be conducted by an independent auditor. Audits have become a very common practice because they are meant to stop fraudulent disclosures of a company which means that the company can not just say that they can continue to operate when that is obviously not the case. “Auditing theory predicts that larger auditors will be more likely to issue a going concern…” (Berglund, Eshleman, Guo, 2018), we understand from this that the bigger auditors perform a better job in auditing the client, in the exact same journal it is revealed that properly controlling financial health of the client creates a positive relationship between the size of auditor and the probability of issuing a going concern. Pertinent example of going concerns are: a company named Abc,   manufacturers a special cleaning product  then it markets and sells the product. Out of blue the government of the country where the company is situated force the business to stop making that product and stop the company from importing and exporting that product. If the company produce only this product than the company will no longer be a going concern. A company owned by a country are having financial difficulties and can not pay it debts. In that case the country gives the company a bailout and will also support all the payments to its creditor. A company owed by a country, or a state will always going to be a going concern despite any financial difficulties it may go thru.

Giving all the accounting principle presented above, it is safe to conclude that every single one of them plays an equally important role in accounting. We cannot state that only one accounting principle is important or to take few of them and say, this are the most important, no, all the principle combined makes the accounting that we know. Following all the accounting principles helps a business to conduct its day to days activities but also helps the business to grow in the future. A proper use of all the principle of the accounting will inevitably lead to build a financially healthy and strong business.


Reference List

Wustemann, J., Wustemann, S. (2010): `Why Consistency of Accounting Standard Matters: A Contribution to the Rules-Versus-Principles Debate in Financial Reporting`, Abacus (Sydney), 46(1), pp. 1-27.               Doi: 10.1111/j.1467-6281.2010.00304.x 

Peterson, K., Schmardebeck, R., Wilks, T. J.,(2015): `The Earnings Quality and Information Processing Effects of Accounting Consistency`, The accounting Review, 90(6), pp. 2483-2514

Edgley, C.,( 2014): `A genealogy of accounting materiality`, Critical Perspective on Accounting, 25, pp. 255-271

Francis, J. R., Yu, M. D. (2009):` Big 4 Office Size and Audit Quality`, The Accounting Review, 84(5), pp. 1521-1552

Berglund, N. R., Eshleman, J. D., Guo, P. (2018): `Auditor Size and Going Concern Reporting`, Auditing: A Journal Of Practice & Theory, 37(2), pp. 1-25

Holzmann, O. J., Munter, P. ( 2015): `Going-Concern Reporting Now an Accounting Requirement`, The Journal of Corporate accounting & finance



Assignment part 1

Income Statement:


  Sales= 900,000
Cost of sales= Opening stock + purchases - closing stock
                        90,000+560,000-125,000= 525,000
Gross profit= Sales- Cost of sales= 900,000-525,000= 375,000
Operating profit= Gross profit- operating expenses= 375,000-298,200=76,800

Expenses: depreciation for building and machinery= 32,500+30,000=62,500
                  Legal expenses= 7,000
                  Heating and lighting= 10,000
                   Rent and rates =28,000
                 Insurance= 16.000
                 Postage and stationery= 6,000 
                 Traveling expenses= 5,000
                  Motor running expenses = 8,700
                  Bad debts= 5,000
                  Salaries and wages=150,000
Profit before taxes= operating profit + finance income– finance expenses= 76,800+4,000-16,000=  64,800
Net profit= profit before taxes-taxes= 64,800-12,900= 51,900









Balance Sheet                     
                Statement of financial position at 31 of December 2021
ASSETS  

Non-current assets
      Buildings 750,000-132,500                         617,500
      Machinery 120,000- 55,000                        65,000
Current assets 
      Closing Stock                                             125,000
      Trade receivables 400,000- 4,000              396,000
     Prepayments                                                1,520
             
Total assets                                                       1,205,020 

EQUITIES AND LIABILITIES

   Non-current liabilities
       Long term loan                                           200,000
Current liabilities    
       Account payables                                       353,220
       Bank (Overdraft)                                         2,000

Equities    
   Share Capital                                                347,900
    Share Premium                                            100,000
     Revaluation Reserve                                   100,000
    Retained Earnings 50,000+51,900               101,900

Total equities and liabilities                                1,205,020
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