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[bookmark: _Toc97379576]A) Adjusted Trial Balance
	Details
	Dr. Tk
	Cr. Tk

	Finance Income
	
	4000

	Finance Expense
	16000
	

	Share Capital
	
	347900

	Bank 
	
	2000

	Opening Inventory
	90000
	

	Machinery at Cost
	120000
	

	Building at Cost
	750000
	

	Provision for Depreciation-Building (100,000+32500)
	
	132500

	Provision for Depreciation-Machinery (25000+30000)
	
	55000

	Legal Expenses
	7000
	

	Heating and Lighting
	10000
	

	Long term loans
	
	200000

	Rent and rates (24780+3220)
	28000
	

	Insurance (17520-1520)
	16000
	

	Postage and Stationary
	6000
	

	Share Premium
	
	100000

	Sales Revenue 
	
	900000

	Retained profits
	
	50000

	Travelling Expense
	5000
	

	Motor Running Expense
	8700
	

	Salaries and Wages
	150000
	

	Bad Debt (4000+4000)
	8000
	

	Purchases
	560000
	

	Revaluation Reserve
	
	100000

	Provision for Bad debt
	
	3000

	Taxation
	12900
	

	Trade Receivables (400,000-4000)
	396000
	

	Trade Payables
	
	350000

	Depreciation-Machinery
	30000
	

	Depreciation-Building
	32500
	

	Advance Insurance premium
	1520
	

	Due Rates
	
	3220

	Total
	2247620
	2247620





[bookmark: _Toc97379577]B) Income Statement
General Supplies Ltd
Income Statement
For the Year Ended 31st December 2021
	Details
	Tk 
	Tk
	Tk

	Sales Revenue
(Less) Cost of Goods Sold
Opening Stock
Purchase 


Less: Closing Inventory


                                      Gross Profit
(Less) Operating Expenses
Finance Expense
Legal Expenses
Heating and Lighting 
Rent and Rates
(+) Due 
Insurance 
(-) Advance 
Postage and Stationary
Travelling Expense
Motor Running Expense
Salaries and Wages 
Bad Debt 
(+) New  Bad Debt


(-) Old Provision for Bad debt
Taxation
Depreciation-Machinery
Depreciation-Building

                                         Operating  profit
Add: Other Income
Finance Income

                                                   Net profit


	













24780
3220
	

90000
560000

	900,000






(525000)


	
	
	650000
(125000)
	

	
	
	



16000
7000
10000

28000

16000
6000
5000
8700
150000




5000
12900
30000
32500
	

	
	
	
	375000



















(327100)


	
	17520
(1520)
	
	

	
	



4000
4000
	
	

	
	8000
(3000)
	
	

	
	

	
	

	
	
	
	47900

4000


	
	
	
	51900


	
	
	
	

	
	
	
	

	
	
	
	



[bookmark: _Toc97379578]C) Balance Sheet
General Supplies Ltd
Statement of Retained Earning
For the Year Ended 31st December 2021
	Details 
	Tk 
	Tk

	Retained Profits (Beginning)
Add: Net Profit of this year 


	50000
51900
	


101900

	
	
	

	
	
	

	
	
	



General Supplies Ltd
Statement of Financial Position
As on 31st December 2021
	Details
	Tk
	Tk
	Tk

	Assets
Current Assets
Closing Inventory
Advance Insurance Premium
Trade Receivables
(-)New Bad debt (400,000*0.01)

Fixed Assets
Machinery At Cost 
(Less) Provision for Depreciation (25000+30000)
Building at cost
(less) Provision for Depreciation (100000+32500)
Total Assets


Liabilities and Shareholder’s Equity
Shareholder’s Equity
Share Capital

Add: Reserve and Surplus
Retained Earnings (Ending)
Share Premium
Revaluation Reserve


Current Liability
Due Rates
Bank Overdraft
Trade Payables

Long Term Liability
Long Term Loans
Total Liabilities and Shareholders Equity






	




400000
(4000)
	


125000
1520

396000
	






522520






682500

	
	
120000
(55000)
	


65000


617500
	

	
	
750000
  (132500)
	
	

	
	





	
	

	
	
	







101900
100000
100000

	1205020




347900





301900

	
	
	

3220
2000
350000
	649800



355220


200000

	
	
	
	

	
	
	
	1205020

	
	
	
	

	
	
	
	




Accounting principles are the rules and criteria that businesses must adhere to when reporting financial information (Curran, 2006). It is requisite to follow some rules and regulations while preparing statements which are commonly known as principles of accounting .FASB of USA formulated such rules while preparing financial statements which are commonly known as principles of accounting The core aim of this essay is to critically evaluate the major principles of accounting. To critically evaluate, benefits, limitations, assumptions, and practical example of every principle have briefly explained. 
Consistency can be defined as the using same method, rules and regulations over time while preparing financial statement if the government doesn’t impose anything on using the methods over time , the external stakeholders won’t be able to make decisions properly. If the accountant uses different method The Practical example is as INDAS and IFRS are introduced and applicable to companies and regular Accounting standards override the INDAS and IFRS then Financial Statements has to disclose the change in profit due to change in law and also disclose the fact that change is due to change in the law.
The example of consistency can be given using the method of depreciation. For example, if xyz follow the same method in every year to maintain the consistency. If it approaches a different method in the next year, it will be a violation in consistency principle. Also, the company wont be able to compare a year’s depreciation expenses with another.  
Ease of Audit and Accounts- Consistency principle helps the auditors to compare one's financial statements woth others, and also provide a way to use similar method which diminishes labor of the auditors. (Trueblood, 2016).
Reduce Training Costs- If accounting principles are regularly followed, only initial training for accounting employees is required, lowering training costs.
Makes Financial Statements Comparable- Financial statements are made comparable by adhering to the principle of consistency, which aids auditors and users of financial statements in making financial statement comparisons.
The disadvantages are as follows-
Restrict Management from Using the Same Accounting Policies and Assumptions- This concept restricts management from using the same accounting policies and assumptions over time. Changes in technology situations necessitate accounting changes, but this principle prevents this.
Judgment Errors- Because the Principle of Consistency is predicated on a judgment of whether a modification improves the appearance of the accounts, judgment errors and issues develop (Curran, 2006).
Changes that are permitted- Only when the new method is deemed superior and provides a more appealing accounting presentation. The rationale for the change, as well as its impact on profit, must be stated in the financial accounts, which necessitates a lot of calculations and puts a lot of pressure on the accounting staff.
This principle ensures that the corporation doesn’t keep any important information to itself which is significant for the external stakeholders (Gilbertson, Lehman and Ross, 2014). It is a term that refers to the importance of information in a company's financial accounts. If a transaction or business decision is significant enough to justify reporting to investors or other financial statement users, it is considered "material" to the company and cannot be omitted. Such a principle creates reliability among the stakeholders. For the reason, the auditor needs to be ensured that the materiality principle has been applied properly and there doesn’t have any misstatement of data. Expensing vs. Depreciating
Financial statements are used by businesses to keep track of past data, interact with investors, and make data-driven choices. It might be difficult to know what should be included and what can be left out of these financial statements (Paton and Stevenson, 2017.). Fortunately, the concept of materiality in financial accounting makes this easier. Materiality is a basic accounting principle that accountants and auditors use while preparing financial accounts for a company. Here's a rundown of what materiality entails, as well as some examples of it in action.
Materiality is a notion that aids people in understanding significant commercial transactions. Because the money of the investors and shareholders is involved in the firm, they have the right to know about important matters so that they may rest certain that their money is protected (Gaffikin and Gaffikin, 2013).
An example of materiality can be a calculator. Though a calculator can be used for more than one year, it is considered as an expense because of its less price. It is is shows as an asset and the depreciation is calculated over its useful life, such a thing seems weird as the price of calculator is very low.
The concept of materiality establishes the environment for auditors' assessment. The auditors are obligated to publish a report that presents a true and fair view of the company's financial statements. As a result, an auditor will be able to establish a more objective conclusion with the use of material facts. It eliminates the need to document every business transaction because only the most important ones necessitate complete disclosure.
It is possible to make mistakes in judgment. Forming judgments might be challenging since the thing can be material for one individual and inconsequential for another (Gilbertson, Lehman and Ross, 2014). It may be necessary to retain an expert to determine whether a transaction is material or immaterial, which can be costly for a small business. Material transaction disclosures can also be time-consuming and inconvenient.
The monetary unit principle can be defined as the universal principle used for recording, analyzing, reporting financial information, which is helpful for various stakeholders of the business. According to this principle, the event that can be measured in monetary terms will be considered a transaction because such an event can affect a business's financial position. (Frank, 2019) On the other hand, the events which can't be expressed in the monetary unit aren't recorded as the financial data, and it is useless. 
There can arise a question that why the transaction must have to be in monetary terms. The answer is that money acts as the medium of exchange and, without a standard value of the transaction, the business managers and other stakeholders won't make decisions (Schipper, 2003). 
There have two assumptions in monetary units. The first one is that all the incomes, expenses, liabilities, and assets will have some monetary value to be included in the financial statements. But there have some assets, including the experience and the skill set of the employees. Such an asset will not be included because of not have any monetary value. Another assumption is that the purchasing power or real value will be the same over time (Paton and Stevenson, 2017.). It means it doesn't account the inflation or deflation. When any stakeholder goes through the financial statements, they assume that the accountant has followed the monetary unit principle and its assumptions. Hence, it becomes easier for him to compare his financial information with others as every accountant follows the same principle and assumptions. 
Though the monetary unit principle is one of the globally recognized accounting principles, it also has some limitations. First of all, it denies the inflationary and deflationary effects of the monetary value (Phillips, Clor-Proell, Libby and Libby, 2016). For example, if a piece of land is purchased in 2000 with 200,000 USD, it will be recorded as 200,000 USD in 2022. But due to inflation, the price of the land will be more than 200,000 indeed. Sometimes, the assumption of the monetary unit creates a severe problem in the decision-making process of the external stakeholders. For example, the market price of the land purchased in 2000 will be double or triple in 2022. But the investors, shareholders, and other stakeholders will decide based on its purchased price because of the monetary unit principle. 
Suppose a thief breached a shop and broke the glass of the window. The shop owner will take into account the financial loss that occurred due to the broken glass and the goods lost due to the stealing. But the owner couldn't open the shop due to the repair of broken loss, which created the financial loss. Such a loss will not be included in the financial statement as it can't be measured accurately in monetary units. Another example can be the financial loss of a random hotel due to a scandal. The hotel authority can't include it in the income statement as it has no definite monetary value. 
Going concern principle of accounting defines that a business will continue its operation for an indefinite time, and the owner won't stop the operation of the business. But the accounts of the business can't be held for that indefinite period. For this reason, the accountant will differentiate the transactions by their nature. Some transactions provide temporary, and the amount of such a transaction becomes small, defined as the revenue nature transaction. On the other hand, some transaction provides benefits that surpass the present accounting period. These are capital nature transactions. According to the going concern principle, capital nature transactions and revenue nature transactions are recorded consecutively in the financial position and income statement (Needles, Powers and Crosson, 2012). Also, the depreciation calculated over the usage duration of the fixed asset is recorded in the income statement and deducted from the purchased price of the fixed asset in financial position. There will be no need to prepare financial position and calculation of depreciation if this principle isn’t followed. 
The core theme of this principle is that the business will not be liquated shortly. There have some assumptions to establish such core theme. It is assumed that the product’s demand will not fall and, thus, the company will be in operation for the foreseeable future. Another assumption is that the business will be profitable in the long run. But this doesn't always happen practically. It is also assumable that to continue the business for the long term, the business laws won't be changed, and if any change occurs, it will be a positive change that will help the business to be profitable. 
A company named ABC continuously failed to meet its operating cost due to reduced demand for the product. And after a few years, the authority stopped the operation of the business. Here, the company isn’t a going concern anymore. Another state-owned public company made a huge loss in the last few years. And the government provided funds and subsidies to continue the operation of that business. In this case, the business is an example of going concern. 
Benefits of Going Concern are; the costs of using a fixed asset are spread over the total lifetime of the fixed asset; the profit of an accounting period is calculated accurately based on this principle; and assets and liabilities are classified in the short term and long term based on their tenure (Needles, Powers and Crosson, 2012). Limitations of Going Concern are; if the government or state makes any significant change in-laws, the going concern won't be applicable properly; and if any business is shut down, the financial statements will also be made according to this principle, creating confusion and indecisiveness among the external stakeholders. Also, the liquated value and the costs price won't be the same, which will create another significant problem. 
The core objective of this essay was to critically investigate the foundation principles of accounting. The writer tries his best to achieve the core objective by analyzing every principle’s benefits, limitations, practical examples, and many more. 
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