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[bookmark: _Toc96414421]Introduction
This report will divide into two part the first will talk about the the Calculation of Income statement and balance sheet. As there has an n unadjusted trial balance so first of all it has to make this unadjusted trial balance to adjusted trial balance. After completing the unadjusted trial balance to adjusted trial balance the report will show the calculation of income statement and balance sheet to show is there has a positive or a negative condition of the income statement and this report Weill try to show the condition of financial position of general supplies. And in the next part of the report, this report will talk about the accounting principal like consistency, materiality, monetary unit and going concern principle and their uses to make an organization’s financial report comparable, reliable and consistent. Then it will talk about how to make these accounting regulation and rules use to reduce the fault in presenting financial statement in front of the users of it in the time of decision making.


[bookmark: _Toc96337809][bookmark: _Toc96414422]Question 1: General Supplies Income statement and balance sheet after adjusting unadjusted trial balance 

The general supplier’s Trial balance is not up to the mark to prepare income statement and financial statement (Sterling, 2021).  Because there has some others transaction too which need to adjusted with the trial balance to make a perfect trial balance to make financial statement and income statement (Edmonds, 2021). To make the statement first of all need to find the journal of additional information (Richardson, 2010). Here is the journal of additional information:
	No.
	Particulars
	
	Debit 
	Credit  t

	1
	Depreciation a/c                       
Accumulated depreciation (building)
	
	37500
	
37500

	2
	Depreciation a/c
Accumulated depreciation (machinery)
	
	30000
	
30000

	3
	Bad debt
Allowance for bad debt  
	
	4000
	
4000

	4
	Insurance 
 Prepaid insurance 
	
	1520
	
1520

	5
	Rent and rates
Accrued rates
	
	3220
	
3220



From adjusting entries now we can easily form the adjusted trial balance for the general supplies company. And here is the adjusted trial balance of general Supplies Company.

	
	Trial Balance
	Adjustments
	Adjusted trial balance

	
	Dr.
	Cr.
	Dr.
	Cr.
	Dr.
	Cr.

	Finance Income
	
	4,000
	
	
	
	4000

	Finance expense
	16,000
	
	
	
	16000
	

	Share Capital
	
	347,900
	
	
	
	347900

	Bank
	
	2,000
	
	
	
	2000

	Opening Inventory
	90,000
	
	
	
	90000
	

	Machinery at cost
	120,000
	
	
	
	120000
	

	Buildings at cost
	750,000
	
	
	
	750000
	

	Provision for Depreciation - Buildings
	
	100000
	
	37500
	
	137500

	Provision for Depreciation – Machinery
	
	25000
	
	30000
	
	55000

	Legal expenses
	7,000
	
	
	
	7000
	

	Heating and Lighting
	10,000
	
	
	
	10000
	

	Long Term Loans
	
	200,000
	
	
	
	200000

	Rent and Rates
	24,780
	
	3220
	
	28000
	

	Insurance
	17520
	
	
	1520
	16000
	

	Postage and Stationery
	6,000
	
	
	
	6000
	

	Share Premium
	
	100,000
	
	
	
	100000

	Sales Revenue
	
	900,000
	
	
	
	900000

	Retained Profits
	
	50,000
	
	
	
	50000

	Travelling Expenses
	5,000
	
	
	
	5000
	

	Motor Running Expenses
	8,700
	
	
	
	8700
	

	Salaries and Wages
	150,000
	
	
	
	150000
	

	Bad Debt
	4,000
	
	4000
	
	8000
	

	Purchases 
	560,000
	
	
	
	560000
	

	Revaluation Reserve
	
	100,000
	
	
	
	100000

	Provision for bad debts
	
	3,000
	
	4000
	
	7000

	Taxation
	12,900
	
	
	
	12000
	

	Trade Receivables (debtors)
	400,000
	
	
	
	400000
	

	Trade Payables (creditors)
	
	350,000
	
	
	
	350000

	Total
	2,181,900
	2,181,900
	
	
	
	

	
	
	
	
	
	
	

	Depreciation expense
	
	
	37500
	
	37500
	

	Depreciation
	
	
	30000
	
	30000
	

	Prepaid Insurance
	
	
	
	1520
	
	1520

	Accrued rates
	
	
	
	3220
	
	3220

	Total 
	
	
	
	
	2254200
	2254200



So from the above adjusted trial balance we see that the total amount of the trial balance is changed because there has some additional information which makes the amount change (Richardson, 2010).  From the above trial balance it has showed that 8there has some other accumulated there has some other accumulated depreciation as machinery and building which have to add with the existing trial balance items name as accumulated depreciation. In above trial balance there has 1520 taka prepaid insurance which should be excluded from the insurance expense? (Sterling, 2021).  On the other hand there has some purchase which needs to be included in trial balance (Edmonds, 2021).

General Supplies Ltd.
Income Statement
For the year End of 2021
	Particulars
	£
	£
	£

	Sales revenue
Less: COGS
Opening Inventory
Purchase
Closing Inventory
Cost of Goods sold
Gross profit
Less: Expense
Finance expense 
Depreciation expense
Legal expense
Bad debt Expense
Heating and Lighting
Insurance
Rent and rates 
Motor Running expense 
Travelling expense
Salaries and wages
postage

Total operating Expense
Plus: Income
Finance Income
Earnings before tax
(-) Tax
Net profit 
	

90000
560000

	


650000
(125000)



16,000
67500
7,000
5000
10,000
16000
28000
8,700

5,000
150000
6000




4000

	9,00,000




(525000)
3,75,000














(319200)
55800


59800
(12900)
46900


General Supplies Ltd.
Statement of Financial Position
For the year End of 2021
	Particulars
	£
	£
	£

	Assets
	
	
	

	Current Asset
	
	
	

	Closing inventory 
	
	125,000
	

	Trade receivables
(-) Provision for bad debt 
	40000
4000
	
396000
	

	Advanced insurance payment
	
	1520
	

	Fixed asset
	
	
	

	Building
	750,000
	
	

	(-) Accumulated depreciation
	137500
	612,500
	

	/Machinery
	120,000
	
	

	(-) Accumulated depreciation
	(55,000)
	65,000
	

	Total Asset
	
	
	1,200,020

	Liabilities and Equity
	
	
	

	Liabilities:
	
	
	

	Bank overdraft
	
	2000
	

	Accrual rates
	
	3220
	

	Trade payable
	
	350,000
	

	Long term Loan
	
	200,000
	

	Total Liabilities
	
	
	

	Equity:
	
	
	

	Revaluation reserve
	
	100,000
	

	Share premium
	
	100,000
	

	Retained profit
	50,000
	
	

	(+) Net Profit
	46900
	96,900
	

	Share capital
	
	347,900
	

	Total Equity and liability
	
	
	1,200,020
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[bookmark: _Toc96337812][bookmark: _Toc96414424]Accounting principles and their relevant to the preparation and presentation of financial accounts
Accounting principle are the general guidelines for the business organization of how will they record their financial transactions (Edmonds, 2021).  Accounting principles are the rules and regulations that are needed to maintain by the organization to keep the financial statement of the company transparent and error free (Sterling, 2021).  This accounting principle also help the company to improve the quality of their financial statement’s quality better in front of the users of financial statements like Creditors, Investors and government (Richardson, 2010).  A company’s financial statement need to have the comparability, transparency, reliability and consistency (Edmonds, 2021).Accounting principle helps a company to keep their financial statement reliable, Consistent and Comparable. It also helps the Investors from fraudulent activities of any organization. There have some Accounting principles such as  matching principles, accrual principles, consistency principles, conservatism principle, Going concern principles, full Disclosure Principles, materiality unit principles and Monetary unit principles(Sterling, 2021).  A critical discussion about these principles is given below:
Consistency Principle: 
Consistency principles are the rules of following the same principle until the better one is found out. That means a manager needs to follow a same method of accounting principle if it fixed a particular accounting method (Richardson, 2010).  When an organization follow this method the manager of that firm cannot change the accounting period throughout the financial year rather that he needs to follow the accounting methods continuously for recording financial statements (Edmonds, 2021).  The purpose of maintaining same method throughout the years is to keep the financial statement indifferent. Because when a manager follow a particular in a year half and use another principle for the other half of the year then it will be a messy situation. It gives the market wrong information about the organization(Fung, 2010). There has aggressive and conservative policy in an organization which is related with principles. If any manager takes the method called FIFO in particulars years then he needs to complete the year by doing their financial recording with this method (Edmonds, 2021).  A manager can change the accounting method if it does not comply with the organization but the manager cannot change the firm accounting method throughout the year. He needs to change the method in next year’s. An example of it is, If General supplies want to record their accounting transaction In LIFO I 2020 then the manager of general supplies cannot change the accounting method in 2020 (Sterling, 2021).  In that case the manager needs to wait for the next year if he fined any better accounting method for the company (Edmonds, 2021). There has some benefit of maintain this principle. Because when a company follow a single accounting method throughout the year then the investor, creditors and others company can easily compare the financial performance of the company. If a company uses different method in different period then it is not possible for the company to make comparing their performance with the previous years(Fung, 2010). That is why a company should use the same accounting methods while recording transaction. This consistency principle helps the company to reduce the cost of maintain various kind of methods within a year which reduce the cost and time for the company. And there has another positive aspect of Consistency principle which is related with the benefit of auditors. Because it helps them to compare and check the firm with less time and less effort (Richardson, 2010).

Materiality Principle:
 Materiality principle talks about the avoidance of accounting standards if the net impact of ignoring that accounting standards has a little impact or no impact on the Financial statement which cannot misled the investors, creditors and the user of the Financial statement  (Sterling, 2021).  A financial statement is created with the various components .All of the components have the same importance for the statement (Richardson, 2010).  There have some transactions or Standards which is not so much important for the company (Kaplan, 2011).  If a manager wants to avoid these kinds of accounting standard which is not so much important for the financial statement users to understand then the manager can do it. And the manager can avoid these standards according to the power of materiality principles (Fung, 2010). There has some items which are complicated and time consuming to do but these items has not so much importance for the financial statement. In that case the manager can avoid these items to reduce cost but in that case the manager must make sure not to misled information by avoiding any items (Richardson, 2010).  So to be a material transaction has the decision usefulness if it omitted from recording in financial statement. If shy transaction omitted from financial statement and this omission makes any impact on any decision making by any of the users then it is called immaterial Transaction. According to the US GAAP any transaction which is 5% of the asset of the organization is need to consider (Richardson, 2010).  If any transaction can change the negative income statement to positive income statement or from positive income statement to negative income statement then it can be called material transaction items. If any transaction can change the important ratio of the organization on that time that transaction can be called as material transaction. On the other hand sometimes any big amount of transaction cannot be material if it has no effect on the decision making of the users of financial statement (Richardson, 2010).
Monetary Unit Principle: 
According to the monetary principle a transaction will be recorded in the financial statements if it can be measured in monetary terms (Kaplan, 2011).  There have many transactions that have the importance to the organizations and very related with the organization but not related with the monetary terms in that case these transactions are not the transactions under monetary unit principles (Kaplan, 2011).  There have some items like manager give the salary of his son from business is one kind of non-transactional (Fung, 2010).There has some others items like death of the company’s manager which is an event but not a transaction for the organization because it has no monetary value. Level of customer satisfaction is very important for the organization which has a huge impact on the profitability and increases of the sales of a firm (Swieringa, 2011). But this has no monetary value that is why firm’s dodoes not count it as a transaction according to the monetary unit principle (Sterling, 2021).  If the CEO of General suppliers give motivation to its employees in a regular basis, then it will be very helpful for the firm employees to achieve some knowledge about the organization goal and the process of doing this job. It increases the efficiency of the firm’s employees which ultimately drags the profit foot the organization from the market. But this has no monetary impact of the company. these lectures cannot be measured in currency. That is why Lectures of ace of a firm is not a transaction according to monetary unit principle. But there has some problems of these principles (Swieringa, 2011). This principle doses not consider the inflation. That means monetary unit principle allows the companies to avoid the effect of inflation. For example, let general Supplies buy an office for growing their business by 1 core in 2020 but it goes 1.21 cores in 2021. In that case the general supplies will consider the value of the office it same as the purchase price where they ignore the amount of 21 laky as inflation. But this is not possible for the manager to make this all time because of hyperinflation. This method has some problem in real world which is make it very costly for the organization (Kaplan, 2011). The first one is that it forces the firm to avoid inflation. And the second problem is the problem related with the non-quantifiable treatment. There has some items related with a firm that makes the company profitable but not related with the monetary terms. These items not considered according to the monetary unit principle (Fung, 2010).

Going Concern Principle:  
[bookmark: _Toc96337813]Every financial statement has some users (Kaplan, 2011). These users use the financial statement in order to make some decision regarding investing capital in the organization or giving credit to the organization (Sterling, 2021). If any investor get know that any firm will be finished its operation within next three or four months in that case the investor will never invest in that organization for more than four months. That is why a firm needs to transparent the information of their entity continuations (Swieringa, 2011). This Going principle talks that a business entity will continue its operation in near future until it provides the obligation or commitments to the users of its financial statement. According to these principles a firm cannot stop its operation until it provides the obligation to its creditors (Kaplan, 2011). Going principle also ensure a firm’s financial ability to pay the obligation to their creditors. It will help an organization to get a strong belief from the customer or creditors. This principle justifies the recognition of expenses in later accounting periods as the entity will continue its operations in foreseeable future (Sterling, 2021). It also permits the deferment of assets on a company’s balance sheet. As going concern principle talks about that a company will continue of its operation for the next future (Swieringa, 2011). That means if any company going as the going concern principle the user of the financial statement of a firm can ensure about the financial ability of the Firm.  If any firm produce any special product, But after some days the government imposes a ban on the manufacture, export, import and sale of this product then the company will no longer be a going concern. For an example General supplier is producing chemical for the market. if the government  ban the product of General supplies to export, produce, import then the company will no longer be a going Concern (Swieringa, 2011).
[bookmark: _Toc96414425]
Conclusion
This report contains two parts; the first part has talked about the Calculation of Income statement and balance sheet.  At first of the report this report showed the adjusted trial balance which was not adjusted at all. And after adjusting the trial balance this report showed the calculation of income statement and balance sheet. The income statement showed positive net profit at the year of 2021 of general supplies. On the other hand general supplies have the healthy financial position which is figured out from the calculation of balance sheet. And in the next part of the report, this report talks about the accounting principal like consistency, materiality, monetary unit and going concern principle and their uses to make an organization’s financial report comparable, reliable and consistent. Then talks about how to make these accounting regulation and rules use to reduce the fault in presenting financial statement in front of the users of it in the time of decision making.
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