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	Adjusted Trial balance of General Supplies Ltd as on 31 December 2021

	
	
	Amount

	
	Particular
	
	
	
	
	

	
	
	
	
	Dr.
	Cr.
	
	

	
	Finance Income
	
	
	4,000
	
	

	
	Finance expense
	
	16,000
	
	
	

	
	Share Capital
	
	
	347,900
	
	

	
	Bank
	
	
	
	2,000
	
	

	
	Opening Inventory
	
	90,000
	
	
	

	
	Buildings at cost
	
	712500
	
	
	

	
	Machinery at cost
	
	90000
	
	
	

	
	Bad Debt
	
	8000
	
	
	

	
	Insurance
	
	33520
	
	
	

	
	Legal expenses
	
	7,000
	
	
	

	
	Closing Inventory
	
	
	125000
	
	

	
	Heating and Lighting
	10,000
	
	
	

	
	Long Term Loans
	
	
	101,520
	
	

	
	Rent and Rates
	
	24,780
	
	
	

	
	Insurance
	
	17,520
	
	
	

	
	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
	
	
	

	
	Purchases
	
	560,000
	
	
	

	
	Revaluation Reserve
	
	100,000
	
	

	
	Taxation
	
	
	12,900
	
	
	

	
	Trade Receivables (debtors)
	36,000
	
	
	

	
	Provision for Depreciation - Buildings
	62,500
	
	

	
	Provision for Depreciation – Machinery
	5,000
	
	
	

	
	
	
	
	
	
	
	

	
	Total
	
	
	1792920
	1,792,920
	
	



Table 1: Adjusted Trial balance of the General Supplies Ltd
(Source: Created by the learner)

	
	Income statement of the General Supplies Ltd as on 31 December 2021
	
	

	
	
	
	Amount
	Amount

	Sales
	
	
	
	900,000

	less
	
	
	
	

	Finance expense
	
	16,000
	

	Bad Debt
	
	8000
	

	Insurance
	
	33520
	

	Legal expenses
	
	7,000
	

	Closing Inventory
	
	
	

	Heating and Lighting
	10,000
	

	Rent and Rates
	
	24,780
	

	Insurance
	
	17,520
	

	Postage and Stationery
	6,000
	

	Travelling Expenses
	5,000
	

	Motor Running Expenses
	8,700
	

	Salaries and Wages
	150,000
	

	Taxation
	
	
	12,900
	

	Provision for Depreciation - Buildings
	62,500
	

	Total expenses
	
	
	361,920

	Net profit
	
	
	
	538,080



Table 2: Income statement of the General Supplies (Source: Created by the learner)

	Balance sheet of the General Supplies as on 31 December 2021

	Equity and liabilities
	Amount
	Assets
	Amount

	Share Capital
	347,900
	Non-current assets
	

	Drawing
	
	Buildings at cost
	712500

	Profit from Income statement
	£                      538,080.00
	Machinery at cost
	90000

	
	
	
	

	
	
	
	

	Insurance
	£                         33,500.00
	Current asset
	

	Non-current liabilities
	
	Inventory
	125000

	long term loan
	101,520
	Account receivables
	36,000

	Current liabilities
	
	Bank
	

	Account payable
	
	Prepaid rent
	

	Provision for Depreciation – Machinery
	5,000
	Provision for Depreciation - Buildings
	62,500

	
	
	
	

	
	£                   1,026,000.00
	
	£  1,026,000.00



Table 3: Balance sheet of the General Supplies
(Source: Created by the learner)
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The accounting principle has been used for preparing financial reports. The financial standard board has established proper guidelines and processes to maintain financial reports. Those are few accounting principles has been discussed below:


Consistency Principle
The consistency principle has been used by organizations since 2008 when state line method calculations are being used in depreciation. This accounting method adoption management needs to carry forward this method until the initial value becomes zero. This method has been changed in recent times (Accountingnotes.net, 2022). The straight-line method of calculating depreciation machinery and fixed assets are being depreciated by equal amounts each year. For example, if a company has purchased machinery around 20000 and strength line method 10 percent depreciation has been charged then every year depreciation will be charged around (20000 X 10%) = 2000. This depreciation will be charged till (20000 / 10) = 10 years. In this method, the longevity of this machine will be 10 years. GAAP allows various methods to calculate inventory levels. Moreover, the First in first out (FIFO) method is used for calculating inventory, whereas previously average inventory has been calculated for inventory valuation (PERDAGANGAN and J., 2018). This consistency of using the FIFO method for future accounting scope whether change in inventory calculation like last in last out (LILO) method would affect the whole accounting process (Allee et al. 2021). The consistency principle is the efficient method to continue the accounting process for future aspects. 
Relevancy of consistency method
Inconsistency of accounting principle consistency of accounting is an easier way to maintain accounting whereas the frequent change in method creates problems to figure out accounting results. For example, in the first year of business, we maintain inventory amount as per cost price, whereas next year's inventory calculation according to market price creates a big difference between the previous year and present year (Accountingnotes.net, 2022). Change of inventory level not only affects inventory balance but also affects total financial statements. Inventory calculation primarily affects operating cost whereas that also makes an impact on profit and loss statement and balance sheet. 
Materiality Principle
The material principles are being used to maintain material costs in financial statements. Ignoring depreciation charge over the material. In that method the main fact is materials, what things are being considered as material because depreciation is implemented on fixed assets (Camfferman et al. 2018). Hence, it will be perfect to say depreciation is being charged on tangible fixed assets. But according to the material concept financial statement depreciation is not charged to calculate material values, which means an organization has total tangible fixed assets around 50000 and depreciation should be charged % where depreciation would be (50000 X 5%) = 2500. But in the material concept the depreciation has not been recorded in the financial statement and also not deducted from tangible fixed assets (Shushliakova, 2017). However, immaterial items have been merged with different items, irrelevant items have been ignored financial scouting concepts that impact profitability. For this method two consecutive years profitability calculation change due to change of depreciation methods as well as inventory valuation change impact by abnormal circumstances. 
Relevancy of Materiality Principle
Material information of financial statements indeed to make decisions according to their interest. Including material only in the financial report does not make a specific impact on financial statements (Riggs-Cragun, 2018). Material inclusion in accounting is not enough for explaining the whole financial report. Whereas material and immaterial fact become vice versa. Decreasing sales volume has become irrelevant in this concept. 
Money Measurement (Monetary Unit Concept)
This concept distinguishes between qualitative and quantitative methods of financial transaction. In this method, money has treated itself as a measurement. The effect of monetary transactions can be computed by monetary conditions (Miwa et al. 2018). In such a method of production and sales, team coordination needs to be coordinated. Proper coordination in production and sales team helps to maintain money measurement policy where every unit of material has been recorded by amount calculation of total unit that means if a company has to produce  
Relevance of Money Measurement (Monetary Unit Concept)
Ignore qualitative method in this accounting concept where monetary approach in financial report avoids quantity of products. In this concept, the accounting portion records monetary transactions where assets of the company have been recorded in the financial statement but liabilities of this company are avoided by unethical practice (Larmande et al. 2017). This limitation of this concept dilutes financial statements by avoiding risks. This unethical practice organization manipulated investors easily. 
Price level change has been ignored by that concept where managers register monetary units as per data and pricing. Change in the pricing of units according to the market has not been maintained in this system that occurs imbalance in inventory pricing. The inflation rate has not been considered in this monetary concept where the absence of an inflation rate misleads financial statements. 


 
Going Concern Concept (Periodical Concept)
As per the opinion of the study, it can be stated that the accounting period is a concept that is defined as the period of an entire year and this must be a financial or fiscal year. Therefore it is clear that the particular year has been counted with the help of a calendar year which comprises 12 months.
On the other hand, it can be stated that in the context of the period of accounting, the year is starting from 1st April to the 31st March of the next year (D'Angelo et al. 2018). It is also important to know that this counting is related to the tax purposes of the companies of the companies or the organizations. There is an importance of the accounting period for the organizations or the companies. As per the vision of the importance, it has been noticed that this can help the maintenance of the records of the companies which are related to the accounts or the finance. The measurement of the profit and loss and the fair view of the revenue of the companies are also ascertained by the accounting period (Arwani, 2017). On the other hand, it can be stated that the accounting period also helps to measure the financial position of the organizations.
There are some necessities of the accounting period such as the facilities related to the management of the companies which helps to take timely actions to measure the corrective and remedial parts of the companies. Cited by Arwani (2017), the other facility of the accounting period is to inform about the liquidation of companies. As per the companies act, 1956, it can be stated that there is a more effective sign of the accounting period.
Relevance of Going Concern Concept
According to the important study, it is observed that there are some limitations related to the accounting period which are described below: Difficult to identify the accounting years: as per the view of the accounting period, it can be stated that there are difficulties related to the business transactions which can be determined and recorded by the companies (CĂLDĂRARU et al. 2022). Misleading results for the different types of accounting period: another challenge of the accounting period is misleading results for the various methods related to the accounting period. These problems arise because of the different accounting methods followed by the companies or the organizations.
Cost concept accounting 
This is a useful concept to demonstrate the monetary value of different items recorded in the account book. Moreover, discusses the procedure to record all the assets properly with their proper original cost in the account book. Additionally, it guides to record all the purchase prices of the assets. Therefore, it is helpful in the cost-acquisition process and identifies all the expenditures required to make the assets. 
Relevancy of the Cost concept accounting 
The Importance of the Cost concept accounting has been described to provide its relevance. This concept provides the best feasibility and transparency in the business as all the assets are recorded with their original cost price, not in their market price (Grissom et al. 2021). Hence, there is no chance of value manipulation or window-dressing in the accounts. Record of all the assets with their cost-price helps to reduce the delay in the process of making the final financial statements (Schwartz et al. 2021). It is also helpful to make those financial statements where the market value of the assets are continually changing such as land, building, computers, and software. This concept provides strengths in the business as it helps to operate all the business activities for a long period (Setiawan et al. 2021). Limitations of this accounting process describe its barriers. The true value or worth of any business can be hidden in the account books. Therefore, there is a chance to hide all the gains of any business. According to this concept (Sundvik and D 2019). All the assets for which there is no payment, such as the reputation of any business, could not be recorded by the account book. Balance sheets made following the cost concept do not define the price on which the assets are sold in the market.
After the above discussion, it can be suggested that all the information related to accounts based on the cost concept is not very useful for the users as well as financial institutions. It is not a useful practice in recent times as it provides the past worth of the business, but all management always focuses only on the current worth (Lee et al. 2020). The cost concept accounting has considered cost as per accountant where this method has a chance to manipulate the whole process of the accounting. 
Full Disclosure Principle
The primary concept of this accounting principle is maintaining fair and sufficient information in financial reports. Disclosure of full view of financial information has been included in financial reports that help to maintain authenticity in organizations (Shakeel et al. 2017). The internal and external authority of this organization has considered this financial report as authenticated reports. Internal authority of organizations like managing directors and planning persons provide a full view of the company's future view or goals. 
This higher authority of the organization maintains strict accounting rules according to the government regulatory committee for improvising trust among investors and other stakeholders (Morais et al. 2020). External authorities like banks and financial institutes and creditors get full closer to the company's financial condition which helps external authorities to calculate the present condition of this organization (Supriadi et al. 2020). This disclosure of this accounting concept management has to present financial reports of the organizations where stakeholders get material concepts of the company. The conscious process of the accounting practice financial reports are being used for presenting authentication. 
Relevancy of full Disclosure Principle
The financial concept not only produces current financial statements but also delivers previous year reports to tally those financial reports. Past performance of the organization has present growth or deficit against present year financial condition.
Monetary transactions of the company are only registered in the financial report where monetary figures are being listed in a statement to clear the view of financial condition. Lots of business transactions have been registered in the financial book (Weygandt et al. 2019) whereas non-financial factors are not included in the financial reports. Employees' performance, changing market conditions, and change of government policies are not being considered in this financial practice.  
In this practice, person judgment impacts a calculation where depreciation is calculated with tangible fixed assets. The rate of the percentage of depreciation depends on the accountant. In this approach, using a high rate of depreciation to minimize tax is an unethical practice. Make higher bad debt of the organization that impacts on profit before tax (PBT) (Cho et al. 2021). Hence, decreasing profitability effect on tax where less profitability filling in financial statements reduces tax amount. Window dressing activity prepares financial reports as per their expectation that misleads all stakeholders and unethical financial approach in tax calculation is lagging issues of this practice. Manipulation in the PBT influences the tax amount of the company and disrupts the ethical structure. 
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