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 Adjusted Trial Balance
	 
	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
	 

	Buildings at cost
	750,000
	 

	Depreciation expense-Buildings
	32,500
	 

	Depreciation expense-Machinery
	30,000
	 

	Provision for Depreciation - Buildings
	 
	132,500

	Provision for Depreciation – Machinery
	 
	55,000

	Legal expenses
	7,000
	 

	Heating and Lighting
	10,000
	 

	long term loan
	 
	200,000

	Rent and Rates
	28,000
	 

	Accrued Expenses-Rent and rates
	 
	3220

	Insurance
	1,520
	 

	Insurance Expense
	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
	 

	Revaluation Reserve
	 
	100,000

	Provision for bad debts
	 
	4,000

	Taxation
	12,900
	 

	Trade Receivables (debtors)
	400,000
	 

	Trade Payables (creditors)
	 
	350,000

	 
	2,248,620
	2,248,620




Income statement
	sales
	900000

	Cost of sales
	 

	Opening stock
	90000

	Purchases
	560000

	Closing stock
	(125000)

	 
	(525000)

	Gross Profit
	375000

	Operating expenses
	 

	Travelling Expenses
	5000

	Motor Running Expenses
	8700

	Salaries and Wages
	150000

	Bad Debt
	5000

	Insurance Expense
	16000

	Postage and Stationery
	6000

	Depreciation expense-Buildings
	32500

	Depreciation expense-Machinery
	30000

	Legal expenses
	7000

	Heating and Lighting
	10000

	 Total operating expenses
	(270200)

	Operating Profit
	104800

	Other income-Finance Income
	(4000)

	Profit before interest and Tax
	100800

	Finance expense
	(16000)

	Profit before Tax
	84800

	Taxation
	(12900)

	Profit after tax
	71900

	
	




Balance Sheet
	ASSETS
	 
	 
	Equity and liabilities
	 

	Fixed Assets
	 
	 
	 
	 

	Machinery
	   65,000 
	 
	share capital
	347900

	Building
	  617,500 
	 
	share premium 
	100000

	
	
	
	revaluation surplus
	100000

	 
	
	 
	Accumulated Reserves- Retained profits
	101900

	 
	682500
	 
	 
	649800

	Currrent assets
	 
	 
	Liabilities
	 

	inventory
	125000
	 
	long term liabilities
	 

	debtors
	396000
	 
	long trerm loan
	200000

	prepaid insurance
	1520
	 
	Current liabilities
	 

	 
	
	 
	Traded Creditors
	350000

	
	
	 
	Bank overdraft
	2000

	 
	 
	 
	Rent and rates payable
	3220

	 
	522520
	 
	 
	355220

	
	
	
	
	

	Total Assets
	1205020
	 
	 Total Equity and liabilities
	1205020




CONSISTENCY:
After an accounting principle or approach is accepted, the consistency principle states that it will be applied consistently in successive accounting periods and will only be changes to accounting principles or processes if the new version enhances the financial outcomes provided. If such adjustments are applied, make sure that fully record that impact and include it in the financial statement notes.
According to this, all accounting policies (are a set of rules or guidelines that the company needs to adhere to while preparing and presenting its financial statements and therefore serves as a structure or framework for companies to follow) to be followed consistently so that financial statements can be easily comparable.
Auditors particularly concerned, whether the client follows the concept of consistency, which ensures that the results presented for each period are comparable. Due to which certain audit operations will include talks with the management team concerning concerns of consistency. If there is clear and unjustifiable violation of the Principles, the auditor may refuse to comment on the client's financial statements (Financial statements are written reports created by a company’s management to summarize the financial condition of the business over a certain time period (quarter, six monthly or yearly). These statements, which comprise the balance sheet, income statement, cash flow statement, and statement of shareholders equity, must be prepared in accordance with specified and standardized accounting standards to ensure that reporting is consistent at all levels).
Consistency in accounting means that a company's financial statements are prepared using the same accounting principles, techniques, practices, and processes from one accounting period to the next which helps financial statement readers to draw relevant year-to-year comparisons.
A company's financial statements should follow the same accounting principles, procedures, methods, and policies from one accounting period to the other in order to maintain consistency and allow financial statement readers to make meaningful year to year comparisons.
Companies make adjustments to their preferred accounting procedures if they ensure consistency. The adjustments and their implications must, however, be fully reported in the interest of the financial statement readers. It is one of the properties that makes accounting information meaningful, according to the Financial Accounting Standards Board.
Example of Consistency
Let's say a company in the United States make use of the FIFO cost flow assumption to value its inventory and calculate its cost of goods sold but if It finds that LIFO will better reflect the company's genuine earnings due to rising material costs. The firm must declare the break in consistency in the year it switches from FIFO to LIFO (and in subsequent years when comparisons are made).


MATERIALITY 
Materiality in accounting refers to the impact on a company's customers of a loss or a mischaracterization of information in its financial statements. A piece of information is considered significant if it would have influenced the user's behaviour if it had not been omitted or misprinted from the financial statements. If the user's behaviour is not affected by the omissions or misrepresentations, they are considered insignificant.
In financial reporting, definitions of materiality are important to three groups of stakeholders: preparers of financial statements, auditors, and users of financial statements. Although materiality decisions are made by only two of these three groups, preparers and auditors, the auditing profession's definitions of materiality have a user-orientation. Judgments of users of financial statements are central to the definition, not judgments of preparers (even though it is preparers who make the judgments).  
Auditors "carry out procedures designed to obtain sufficient appropriate audit evidence … to determine with reasonable confidence whether the financial statements are free of material misstatement". (Auditing Practices Board, 1995a, para 2)
The concept of materiality (in effect) builds flexibility into financial reporting. This can lead to abuse. Companies may intentionally record "small" errors within a defined percentage ceiling, so that auditors will not scrutinize such errors (as they are not material). Management excuse errors by arguing that the effect on the bottom line is so small as not to matter – it is immaterial. These small errors can build up and mislead the stock market and other stakeholders e.g. lenders, employees, creditors. This is illustrated by the quote below in relation to the Enron audit.
When it comes to accounting, the term "materiality" is frequently used, especially in the following scenarios:
INTRODUCTION TO STANDARDS OF ACCOUNTING To comply with accounting standards, a company is not allowed to do so if it has no effect on its financial statements.
A few small purchases. A control system forced to close the booklets for an accounting cycle may overlook minor journal entries that have no bearing on the financial statements.
The maximum number of letters that can be used in a sentence. Businesses may charge for expenditures that are generally capitalised and depreciated over time because their spending is too small to be tracked. Financial statements are not affected by capitalization at all.
The following are examples of materiality:
Even though each company's materiality takes on its own shape, there are a few circumstances that can be applied across all businesses.
Depreciation vs. Expense
An electric pencil sharpener that costs your company $15 is an example. In most cases, the sharpening must be considered an investment and depreciated over the course of its useful lifespan. Due to its significance, you have the option of spending the entire $15 all at once. You can accomplish the transaction in a single sitting because the details aren't crucial in this case. The cost of a pencil sharpener is negligible because it is unlikely to affect the lender's decision-making process.
Losses as a percentage of net revenue
Due to unexpected occurrences, whether or not a company discloses a large loss is based on the size of that loss in regards to its net income.When a production company's warehouse is flooded, $20,000 worth of products are lost. It's not necessary to include the $20,000 loss on an income statement if the company's annual net income is $50 million. On the other hand, if the firm's net profit is just $40,000, then it suffers a 50% loss. Investors and other users of financial statements should be made aware of the substantial loss.
FINANCIAL UNIT
To adhere to the monetary unit principle, only currency-based transactions should be recorded. This means that companies can't keep track of things that can't be measured, like worker levels of skill, customer service, and construction staff creativity. It's impossible to put a dollar value on the value of a lecture that teaches an employee how to be creative.
The unit currency principle, on the other hand, states that the value of a currency unit used to record transactions is fixed at all times. Given the current level of inflation in most economies, this assumption is incorrect. Spending a dollar on an item two decades ago is worth much more than investing the same amount today. On the other hand, when a company records a transfer of funds in a currency that is experiencing hyperinflation, the property begins to fall apart completely. Having hyperinflation necessitates regular reviews of your company's financial records.
The monetary unit principle also assumes that the value of the unit of currency in which you record transactions remains relatively stable over time. However, given the amount of persistent currency inflation in most economies, this assumption is not correct - for example, a dollar invested to buy an asstes 20 years ago is worth considerably more than a dollar invested today, because the purchasing power of the dollar has declined during the intervening years. The assumption fails completely if an entity records transactions in the currency of a hyperinflationary economy. When there is hyperinflation, it is necessary to restate a company's financial statements on a regular basis.
MEASUREMENT QUALIFIERS IN FINANCIAL TERMS
Monetary Unit Principle dictates that monetary transactions, like the unit of cash, should be recorded by businesses.
As a result, non-quantifiable goods should be omitted from a company's financial reports. Quality of customer service is a non-quantifiable asset that includes employee skill levels and management knowledge, as well as time lost due to the damage or repairs.
For instance:
This could be an opportunity to work for an organisation with high morale and motivation in the workplace, where the Director delivers an important speech twice yearly. Your corporation's economic records can't include this lecture because it can't be valued in dollars.
CURRENCY PRINCIPLES AND MONETARY UNITS
Unit currency is founded on the idea that the value of a currency unit (which you use) is stable. This means that accounting professionals may treat business income reports from different accounting periods as if they were all the same. As a result, this theory ignores the concept of inflation.
For instance:
What if the building was purchased in 2010 and the money was put into your company's account? In 2018, however, the same building was worth £50,000 due to inflation. Currency value unit assumptions, it is not conceivable to make alterations to your company's financial statements. Consequently, we are unable to take inflation into account.
GOING CONCERN
Going concern is an accounting term for a company that has the resources needed to continue operating indefinitely until it provides evidence to the contrary. This term also refers to a company's ability to make enough money to stay afloat or to avoid bankrupcy. If a business is not a going concern, it means it's gone bankrupt and its assets were liquidated. 
If there is no evidence of opposition, the viable business theory states that a company can continue to operate indefinitely. Term used to describe a company's ability to generate enough revenue to keep afloat or avoid bankruptcy. In the event that a company is no longer an assumption, its assets have been liquidated and it has gone bankrupt. As a result of the technological meltdown in the late 1990s, many Internet companies, for example, no longer exist.The Going Concern Doctrine is used by accountants to determine the type of financial statement to be presented. Long-term asset reporting may be postponed at present value or insolvency value, but at a relatively high cost. If the asset does not harm the company's ability to continue its operations, such as shuttering a small branch and reassigning employees to other departments, the company maintains the assumption of business continuity.
In the eyes of accountants, a company is a going concern if its assets are being used wisely and it doesn't need to be liquidated. The viable business principle can also be used by accountants to decide how a company will move ahead to sell off assets, reduce costs, or switch to a new product.
Under the going concern basis of accounting, the financial statements are prepared on the assumption that the entity is a going concern and will continue its operations for the foreseeable future. General purpose financial statements are prepared using the going concern basis of accounting, unless management either intends to liquidate the entity or to cease operations, or has no realistic alternative but to do so. Special purpose financial statements may or may not be prepared in accordance with a financial reporting framework for which the going concern basis of accounting is relevant (e.g., the going concern basis of accounting is not relevant for some financial statements prepared on a tax basis in particular jurisdictions).

Signs That a Company Isn't a Going Concern
The balance sheets of publicly traded companies may show signs that they may not be able to maintain their current levels of profitability. A company's quarterly results or balance sheet does not typically include a list of long-term assets. Value of long-term assets could shows that the firm intends to sell these assets.

If the company is unable to meet its obligations without major restructuring or asset sales, this could also be an indication that it is not a going concern. There may be plans to sell off assets that are acquired during a company's restructuring.
Considering the Situation
If a company has misgivings about its ability to going concern basis, accounting standards dictate what it must reveal in its financial statements. According to the International Accounting Standards Board, the company's material doubts about its financial statements' ability to continue as a going concern needed to be clarified in May 2014. Management's explanation of the terms and plans for the future should be included in the financial statements.
A company's ability to going concern basis one year after the audit is generally examined by the auditor. Several factors raise serious concerns about a company's ability to continue, such as a history of poor financial performance, recurring losses, defaults on loans, legal actions taken against by the company, and the denial of credit to suppliers.
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