
Financial Accounting & Analysis
Sep 2025 Examination


Q1.  A company's trial balance as on 31st March 2024 is as follows:
	
Account
	
Debit (Rs.)
	
Credit (Rs.)

	Cash
	1,20,000
	

	Accounts Receivable
	2,80,000
	

	Inventory (Opening)
	1,50,000
	

	Plant & Machinery
	6,00,000
	

	Accumulated Depreciation
	
	1,20,000

	Accounts Payable
	
	1,10,000

	Sales
	
	12,00,000

	Purchases
	7,00,000
	

	Wages
	1,80,000
	

	Rent
	60,000
	

	Interest Expense
	30,000
	

	Capital
	
	5,00,000

	Reserves & Surplus
	
	2,60,000

	Drawings
	80,000
	

	Provision for Bad Debts
	
	10,000

	TOTAL
	22,00,000
	22,00,000



Additional Information:
- Closing inventory as on 31st March 2024 is valued at Rs.2,00,000.
- Depreciation on Plant & Machinery is to be provided at 10% on original cost.
- Wages outstanding at year-end: Rs.20,000.
- Rent includes an advance payment of Rs.10,000 for the next year.
- Create a provision for bad debts at 5% of accounts receivable. Adjust the new provision against existing provision


[bookmark: financial-accounting-analysis-q1-answer]Prepare the Trading and Profit & Loss Account for the year ended 31st March 2024 and the Balance Sheet as at that date. Show all calculations and adjustments clearly. (10 Marks)
Ans 1.
[bookmark: introduction-approx.-120-words]Introduction 
Financial accounting plays a crucial role in presenting a company's financial performance and position at the end of an accounting period. The preparation of the Trading Account, Profit and Loss Account, and Balance Sheet ensures that revenues, expenses, and financial obligations are accurately recorded, providing a true and fair view of the business operations. The given trial balance of the company as on 31st March 2024 provides information about all debits and credits, which, after considering necessary adjustments, helps prepare the 
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Q2. Given the following ratios and partial data for a company as on 31st March 2024, reconstruct the missing items and prepare a summarized Balance Sheet:
Here is the table extracted from the image:
	Item
	Value

	Current Ratio 

	2.5

	Quick Ratio 
	1.5

	Working Capital
	Rs. 600,000

	Inventory
	?

	Cash & Bank
	Rs. 200,000

	Debtors
	Rs. 400,000

	Creditors
	?

	Short-term Loan
	?

	Fixed Assets
	Rs. 1,200,000

	Equity Share Capital
	Rs. 1,000,000

	Reserves & Surplus
	Rs. 500,000



Assume that the only current liabilities are creditors and short-term loan, and the only current assets are inventory, cash & bank, and debtors. Show all calculations and justify the logical steps taken to reconstruct the missing values. (10 Marks)
Ans 2.
Introduction 
Reconstructing a company’s balance sheet from given ratios and partial data is an essential skill in financial analysis. Ratios provide valuable insights into liquidity, solvency, and operational efficiency, enabling the calculation of missing values to complete the financial statement. In this case, key data such as the current ratio, quick ratio, and working capital are given, along with partial details of assets and liabilities. Using these ratios, the missing values for current liabilities, inventory, creditors, and short-term loans can be logically derived. The preparation of a 


Q3 (A) Given the following data for a company for the year ended 31st March 2024:
	Particulars
	Rs.

	Net Profit after Tax
	3,00,000

	Depreciation
	80,000

	Increase in Inventory
	40,000

	Decrease in Debtors
	30,000

	Increase in Creditors
	20,000

	Purchase of Fixed Assets
	1,50,000

	Proceeds from Issue of Shares
	2,00,000

	Dividend Paid
	50,000



Using the indirect method, prepare the Cash Flow Statement for the year ended 31st March 2024, clearly showing cash flows from operating, investing, and financing activities. Show all intermediate calculations and final cash flow from each activity. (5 Marks)
Ans 3a.
[bookmark: Xcdad717cdfa1105330a1b047659189b6ad92396][bookmark: introduction-approx.-80-words]Introduction 
[bookmark: concept-approx.-400-words][bookmark: conclusion-approx.-80-words]A cash flow statement is a key financial report that presents the inflow and outflow of cash within a business during a specific period. Unlike profit-based statements, it focuses on actual liquidity movement, which is essential for assessing a company’s ability to meet short-term obligations and plan future investments. The indirect method starts from net profit and adjusts for non-cash expenses and changes in working capital, followed by investing and 


Q3(B). A small manufacturing firm has experienced moderate growth but has never implemented a formal accounting system. All transactions have been recorded in a simple cash register and daybook, with no separation of accounts or systematic tracking of assets, liabilities, or equity. The owners now realize the need for accurate financial statements to attract investors and secure loans, and have hired you to lead the transition. Imagine you are the newly appointed accountant for a small manufacturing firm that has only maintained a cash register and daybook so far.
Create a step-by-step framework for transitioning the firm to a full double-entry accounting system, including the use of journals, ledgers, and subsidiary books. How would you ensure the accuracy and completeness of financial records during this transition? (5 Marks)
Ans 3b.
[bookmark: introduction-approx.-80-words-1][bookmark: X11a151bd854ba9882bc170718b81dc0fb49befe]Introduction 
A double-entry accounting system is the foundation of modern financial reporting, ensuring accuracy, transparency, and reliability in recording business transactions. Unlike a simple cash register, it tracks both debit and credit aspects of every transaction, making it possible to prepare detailed financial statements. For a small manufacturing firm transitioning from a basic record-keeping system, structured planning is essential to set up ledgers, journals, and subsidiary books, ensuring that no transactions are missed and financial information 


