Financial Accounting
Apr 2026 Examination


Q1. EcoMart  Ltd.,  a  retail  chain  with  rapid  growth,  is  experiencing  mounting discrepancies between its daily cash receipts and accounts reported in the financial statements. Although transactions are initially recorded in the subsidiary books, the finance manager suspects that errors may occur during the transfer of data to the journal and subsequent posting to the ledger. This misalignment has resulted in periodic mismatches in the trial balance, raising concerns over the reliability of financial reporting and risking compliance violations during their upcoming statutory audit.Apply your understanding of the accounting process to formulate a systematic approach EcoMart Ltd. should adopt to minimize errors when transferring transaction data from subsidiary books to journals and then to ledgers. How can the company ensure accuracy and integrity throughout these steps of the accounting cycle to support audit-readiness and regulatory compliance? (10 Marks)
Ans 1.
Introduction 
EcoMart Ltd.’s growing scale of operations has increased the volume and complexity of daily transactions, making the accounting process more vulnerable to clerical errors and posting inconsistencies. When data is transferred from subsidiary books to journals and then to ledgers, even small mistakes can accumulate into significant discrepancies, affecting trial balance accuracy and weakening the credibility of financial statements. Such weaknesses not only reduce managerial confidence in reported figures but also expose the company to audit objections and regulatory risks. Therefore, EcoMart must adopt a disciplined and systematic accounting approach that 
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Q2. A company covers its financial year ending on 31st March 2024. Its unadjusted trial balance at that date is provided below. You are required to prepare the Profit and Loss Account and Balance Sheet after carefully incorporating the following complex adjustments: (i) Closing Inventory is valued at Rs.2,70,000. 
(ii) Insurance premium of Rs.18,000 for the year ending June 30, 2024, was paid in January 2024 (allocate on a time basis for current and future periods).
(iii) Depreciation is to be charged at 12% per annum on furniture and equipment and 8% per annum on buildings, using the reducing balance method. 
(iv) Salaries of Rs.28,000 are outstanding. 
(v) Rent of Rs.12,000 for April 2024 was paid in advance in March 2024. 
(vi) Make a provision for doubtful debts @ 6% on sundry debtors after writing off Rs.5,000 as bad debts. 
(vii) Income received in advance: out of commission received, Rs.4,000 pertains to the next accounting period. 
(viii) A loan of Rs.90,000 was received on 1st October 2023, carrying interest at 9% per annum. No interest has yet been paid or accounted for. 
(ix) Outstanding GST liability is Rs.16,000. Prepare the complete financial statements, showing all workings for each layered adjustment.
(Hint: since the trial balance includes “GST Paid” (Dr Rs.1,12,000) and the adjustment says “Outstanding GST liability Rs.16,000”, and no output GST figure is given separately, therefore, 1. Treat GST Paid as an expense for the year (already in TB) and, 2. Add the outstanding Rs.16,000 as an additional expense (accrual) and show it as GST Payable (liability).
	Particulars
	Debit (Rs.)
	Credit (Rs.)

	Capital
	–
	5,00,000

	Drawings
	1,00,000
	–

	Sales
	–
	14,97,000

	Purchase
	7,50,000
	–

	Opening Inventory
	2,10,000
	–

	Sundry Debtors
	2,25,000
	–

	Sundry Creditors
	–
	90,000

	Furniture & Equipment
	90,000
	–

	Building
	3,40,000
	–

	Insurance
	18,000
	–

	Commission Received
	–
	24,000

	Salaries
	1,15,000
	–

	Rent
	68,000
	–

	GST Payable
	1,12,000
	

	Loan from 1st Oct 2023
	–
	90,000

	Other Administrative
	88,000
	–

	Rative Expenses
	
	

	Cash atBank
	85,000
	



 (10 Marks)
Ans 2.
Introduction 
Financial statements reflect the true financial performance and position of a business only when all accounting adjustments are accurately incorporated. In practical business situations, trial balances are prepared on the basis of routine bookkeeping, but they often fail to capture accruals, prepayments, depreciation, provisions, and income recognition adjustments. These omissions can distort profits and misrepresent assets and liabilities. Therefore, preparing the Profit and Loss Account and Balance Sheet after adjustments is a critical stage of the accounting cycle. It ensures that revenues are matched with related expenses and that financial information complies with accounting principles and statutory requirements. By systematically 



Q3(A). Imagine you are a financial controller for a rapidly expanding multinational manufacturing company facing increasing pressure to improve the accuracy, timeliness, and transparency of its financial reporting, especially after entering new foreign markets. The board is concerned that the current accounting system cannot efficiently consolidate data from multiple subsidiaries operating in different regulatory environments, which risks non-compliance and strategic misalignment. You are tasked with ensuring robust financial oversight and comprehensive data integration, while addressing the unique challenges of cross-border reporting.Design a new company-wide accounting information framework that leverages modern technology and standardized processes to enable seamless consolidation, ensure regulatory compliance across jurisdictions, and support managerial decision-making. Justify how your framework addresses both the operational complexities and strategic goals of the global business. (5 Marks)

Ans 3a.
Introduction 
As a multinational manufacturing company expands across borders, financial reporting becomes more complex due to diverse regulations, currencies, and operational practices. Without an integrated accounting framework, data consolidation can become slow, inconsistent, and vulnerable to compliance risks. A modern accounting information framework is therefore essential to ensure accuracy, transparency, and strategic alignment. By combining technology-driven systems with standardized reporting processes, the organization can 

Q3(B). Helios Health Solutions is preparing its annual financial statements amidst an environment of frequent one-time events—such as the sale of non-core assets, ongoing legal settlements, and restructuring initiatives due to a recent merger. Management is finding it challenging to provide a transparent operational performance picture for investors, as exceptional items are overshadowing core business results in their traditional reporting format.Design an advanced reporting and disclosure strategy for Helios Health Solutions that meticulously distinguishes exceptional items from regular operations in the income statement and related notes. Your solution should ensure stakeholders can evaluate underlying performance, facilitate comparability across reporting periods, and propose communication tactics for effectively presenting exceptional items’ nature and impact on overall financial outcomes. (5 Marks)
Ans 3b.
Introduction 
Exceptional items can significantly distort the perception of a company’s operational performance if not reported clearly. For Helios Health Solutions, frequent one-time events such as asset disposals, legal settlements, and restructuring costs complicate financial interpretation. Investors and analysts require transparency to distinguish recurring business performance from unusual activities. A structured reporting and disclosure strategy is therefore necessary to improve comparability, enhance clarity, and maintain stakeholder trust in financial 

