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Accounting for Financial Institutions (AFI)

SubjectCode: | 2 | 0 | 6

Time—3 hours
Full marks—100
Pass marks—45

[N.B. The figures in the right margin indicate full marks. Answer any five questions.

Marks
(a) Why accounting is called the language of business? 4
() How does accounting assist management? 4
(c) Describe accounting process in a business organization. .. 6
(d) Discuss some limitations of accounting information. ' 6
(a) What is accounting cycle? Briefly discuss the steps of accounting cycle. 3+4=7

(b) What is the conceptual framework for financial reporting? 5 5

(c) Briefly discuss the assumptions in financial reporting. 8

(a) “The terms debit and credit mean increase and decrease respectively.” Do you agree? Explain. 4

(b) What is accounting information system? Briefly' discuss the principles of an efficient and 2+5=7
effective accounting information system.

(c) Indicate whether each of the following account is an asset, a liability, or an owner’s  1.5x6
equity account and whether it has normally debit or credit balance : =9
(1) . Accounts Receivable -
(2) Accounts Payable
(3) Equipment
(4) Unearned Revenue
(5) Prepaid Insurance
(6) Owners Drawings.
(@) ‘Why double entry system is called the scientific method? 2
(b) State some limitations of double entry system. 2
(c) The following transactions are obtamed from the books of Mr. Sajjad for the month of
December, 2023 :
December 1  Mr. Sajjad invested cash Tk. 200,000 and furniture Tk. 50,000 into business.
5. Purchase office supplies for cash Tk. 30,000 and on account Tk. 20,000.
15 Received cash Tk. 100,000 for services rendered.
22  Paid office rent Tk. 10,000 for the month.
24 Insurance paid in advance Tk. 5,000.
27 Paid salaries Tk. 25,000 for the month.
31 Mr. Sajjad withdrew Tk. 10,000 for personal use.

You are required to :. ,
(1) Prepare journal entries of the transactions.
(2) Open necessary ledger accounts;
(3), Prepare trial balance.
(a) What is the difference between Statement of Cash flow and Income Statement.

() From the following details prepare a cash flow statement for the year ended 31, December 1
2023 under indirect method :

(1) Balance of cash in hand and at bank on 31 December 2023 was Tk. 26,200. -
(2) Total sales for the year Tk. 18,38,000 that include credit sales Tk. 15,98,000.
(3) Cash collected during the year from credit customers Tk. 12,48,000.

(4) Cash paid to suppliers and employees Tk. 10,32,000.

(5) Income tax paid Tk. 1,34,000, _

(6) 10% Preferred stock; face value Tk. 3,00,000, issued at a premium of 10%.

(7) Bonds of face value of Tk. 200,000 redeemed at par and mterest paid upto the date of
redemption Tk. 15,000.

(8) The book value of the equipment of Tk. 26,000 disposed of for Tk. 30,000 and new
equipment costing Tk. 3,20,000 purchased.

(9) Dividend received on investments Tk. 13,800.
(10) Dividend paid for the year 2020 Tk. 80,000 and for the year 2022 Tk. 50,000.
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(a) Why may a trial balance not contain up-to-date and complete fi nancial information?
(b) Sonia Graphics was established on January 1, 2023 by Sonia Islam. At the end of

6 months of operations, the trial balance contained the foilowm;, accounts :

Debit (Taka) Credit (Taka)
Ohsh .- : 86,000 Notes Payable 2,00,000
Accounts Receivables 1,40,000 Owner’s Capital 2,20,000
Equipment 4,50,000 Accounts Payable 90,000
Insurance Expense 27,000 Sales Revenue 5,21,000
Salaries and Wages 3,00,000 = Service Revenue 60,000
Supplies Expense 37,000
Advertising Expense 19,000
Rent Expense 15,000
Utilities Expense 17,000
10,91,000 ~10,91,000

(1) The Tk. 37,000 balance in supplies expense represents supplles purchased in January.

Analysis reveals the following addltlonal mformatlon

At June 30, Tk. 13,000 supplies are on hand.
(2) The notes payable was issued on February 1. Itis a 6%, 6 month note.

(3) The balance in Insurance Expense is the premium on a one-year policy, dated April 1, 2023.
(4) Service revenues are credited to revenue which received. At June. 30 service revenue

of Tk. 13,000 are unearned.

(5) Revenue for service performed but unrecorded at June 30 totals Tk. 20,000, *

(6) Depreciation is Tk. 22,500 per year.
Instructions :
(i) Journalize the adjusting entries at June 30 (Assuming adjustments are recorded every

six months). Omit explanations.

(u) Prepare an income statement and owner s-equity statement for 6 months ended June

30 and a statement of financial position at June 30.

follows :

(a) Discuss worksheet as a substitute of financial statement.

(b) Amin Delivery Service is completing accounting information processing cycle for the
year ended December 31,2023. The unadjusted tnal balance taken from Ieadger was as

* Amin De]ivery Servic_e’

o. Trial Balance <
As at December 31, 2023 ) .

Account’s Title Debit (Taka) Account’s Title Credit (Taka)
Cash 43,550 Amin’s Capital 180,000
Accounts Receivables 17,000 Delivery Service Revenue '~ 1,50,000
Prepaid Insurance ; 450 ' 3
Interest Receivable =
12% Investment Py -~ 6,000
Delivery Equipment 1,55,000
Advertising Expenses 5 8,000

2,30,000 2,30,000

Additional data for adjustmg entries :

(i) Expired insurance durmg 2023 was Tk. 150

Required : Prepare a worksheet.: .

(ii) Interest on investment (dated September 1, 2023) is collected annually each August 30.
(iii) Depreciation on delivery equipment, durmg the year Tk. 10, 000

Marks

5
5+10
=15
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Marks
(a) Name the major ratios useful in assessing (i) Liquidity and (ii) Solvency. 4
(b) Explain the difference between Horizontal Analysis and Vertical Analysis. ; 4
(c) Samira Fashion’s comparative statements of financial position are presented below : 12
Samira Fashion <
Statement of Financial Position
December 31
: 2023 (Taka) 2022 (Taka)
Land 20,000 26,000
Building 70,000 70,000
Accumulated Depreciation Building i (15,000) (10,0000
Inventory : 10,000 7,000 -
Accounts Receivable 22,000 24,000
Cash 4,300 3,700
Total 1,11,300 1,20,700
Share Capital Ordinary 72,000 69,000
Retained Earnings ars ‘ 24,300 20,600 '
Accounts Payable _ 15,000 31,100
' i 1,11,300 1,20,700
Samira’s 2023 income statement included net sales of Tk. 1,00,000, cost of goods sold of
Tk. 60,350 and Net Income of Tk. 14,000. ,
Instructions : Compute the follow ratios for 2023 :
(a) Current Ratio
(b) Acid-Test Ratio
{c) Accounts Receivable Turnover
(d) Inventory Turnover
(e) Profit Margin
(7 Return on Assets.
The following is the Trial Balance of Trust Wholesale Company :
" Trust Wholesale Company ’
Trial Balance
? .. . December 31, 2023 e _
Account Title Debit (Taka) = Credit (Taka) -
Cash 25,400
Accounts Receivable 37,600
Merchandise Inventory . 90,000
Land ' 92,000
Building . © 1,97,000
Accumulated Depreciation Building 54,000 . i
Equipment 83,500 -
Accumulated Depreciation-Equipment 3 42,400
Notes Payable 50,000
Accounts Payable 37,500
Rashed, Capital T ) for. & g 2,67,800
Rashed, Drawings ' 10,000 "
Sales Revenue 9,04,100
Sales Discount 4,600
Cost of Goods Sold oo e 11,09,900
Salaries Expenses 69,800
Utilities Expenses 19,400
Repair Expenses . v TR 5,900
Gas and Oil Expenses 7,200
Insurance Expenses. -’ r Jil 3,500 .. 5
Total 13,55,800 13,55,800
Additional Information : e : ) &
(i) Depreciation in Tk. 10,000 on building and is Tk. 9,000 on equipment.
(ii) Interest Tk. 7,000 is due and unpaid on notes payable at December 31.
(iii) Merchandise inventory is actually on hand Tk. 89,200.
(iv) Salaries expenses are 80% selling and 20% administrative. el
(v) Utilities expenses, repair expenses and insurance expenses are 100% administrative.
(vi) Tk. 15,000 of notes payable are payable for next year.
(vii) Gas and Qil expense is a selling expense.,
Required : :
(a) A multiple-step income statement. 7
() Owner’s equity statement. lg

(c) Classified balance sheet at December 31, 2023.
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Marks
Write short notes on any five of the following : i ‘ - 4x5=20
(a) Operating Cycle !
(b) Accrual Basis of Accounting -
(c) IFRS
(d) Cost Constraint
(e) Building Blocks of Accountmg
(? Qualified Audit Report
(g) Periodic Inventory Management System
(h) 3 C’sin Accounting:
(i) Allowance for Doubtful Debt
() Free Cash Flow. :
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