Financial Accounting & Analysis
April 2021 Examination

1. Mr. Anmol started a retail outlet of food corner named Anmol Foods in his locality and doing well in his food business. His friend Atul asks him to record the transactions and assess his financial position. Mr. Anmol is not convinced on accounting of the information as he is not sure about the need of accounting when he is earning good money. 
You as Mr. Atul, help Mr. Anmol to get an understanding about the term accounting, uses of accounting information - so that he can record the financial information and assess his financial position. 

Also, discuss any five accounting terms relevant to recording the financial information. (10 Marks)  -
Ans1.
Introduction
The term accounting refers to the process of maintaining the books of accounts of the business. Accounting is the language of the business and speaks about the financial performance of the business. Accounting is the process of summarizing, analyzing, and reporting financial transactions. Accounting is done for every department of the organization. 
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2. Hindustan Unilever Ltd. is an Indian consumer goods company listed on the stock exchange in India. As part of the listing agreement the Management Discussion and Analysis Report should form part of the Annual Report to the shareholders. 

MD&A should include discussion on certain crucial matters within the limits set by the company’s competitive position. 
Discuss about MD&A, list down, and briefly define those matters which MD&A should include. (10 Marks)  
Ans2.

Introduction
Management Discussion and Analysis or MD & A report is a vital part of a company's financial statements. The report contains management's discussion on various important matters related to the company's performance in the period covered by the report. The management's discussion covers various qualitative and quantitative measures that may help their investors analyze or realize the details about the company, which otherwise would not have been available to them
3. Following information is available in respect of A Ltd 

	Particulars 
	As on 31.3.2019 

(Rupees. In Lacs) 
	As on 31.3.2020 

(Rupees. In Lacs) 

	Investment in Financial Assets 
	- 
	100 

	Equity Share Capital 
	150 
	160 

	Long term Loans taken 
	100 
	200 

	Dividend paid 
	- 
	26 

	Dividend received 
	- 
	10 

	Interest received 
	- 
	15 


Prepare the cash flow from financing activities from the above information and give reasons for each element whether these elements belongs to financing activities or not (5 Marks) - 
Ans 3a.
Introduction
A cash flow is a statement showing the inflows and outflows of the cash during the given period. The cash flow statement measures the company's ability to generate cash to meet its debt obligations and the management of funds for meeting the operating expenses. Simply put, a cash flow statement depicts how and from where the money is being generated and how and where it is being spent, and the closing position of the cash and cash equivalents. 

 

 
3b. Calculate the relationship between the debt and equity for the year 2019 and 2020, and comment (5 Marks)  
Ans3b.
Introduction
The term equity generally refers to the shareholder's equity, which simply depicts the amount payable to the shareholder's in the company's liquidation. However, such an amount is payable to the shareholders after the payment of all the company's outstanding liabilities. 

On the other hand, Debt represents the loans taken by the company under the understanding of paying them back within a given period. The debts are also subject to some interest payments by the company.  

