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WARNING
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Course: Advanced Financial Accounting (8553)
Semester: Autumn, 2025
Level: M. Com
ASSIGNMENT No. 1

Total Marks: 100
Pass Marks: 50

Q. 1
(a)
Explain the concepts of International Accounting Standards (IAS) and International Financial Reporting Standards (IFRS). How do these standards contribute to the global harmonization of accounting practices, and what is their significance in the context of international financial reporting?
(20)


(b)
Provide the details of the regulatory framework of accounting and discuss its role in ensuring transparency and consistency in financial reporting.

Q. 2
Describe the accounting information system (AIS) and its fundamental principles and components that are necessary for designing and operating of an effective AIS.
(20)
Q. 3
The following transactions for Super Tire Company occurred during March 2025:
(20)

a. 
Purchased 500 automobile tires on account for Rs. 40 each for a total of Rs. 20,000.


b. 
Purchased 300 truck tires on account for Rs. 80 each for a total of Rs. 24,000.

c. 
Returned 12 automobile tires to the supplier because they were defective.

d.
Paid for the automobile tires.


e. 
Paid for half the truck tires


f.
Paid the remaining balance owed on the truck tires.


g. 
Sold on account 400 automobile tires for Rs. 90 each for a total of Rs. 36,000.
h. 
Sold on account 200 truck tires for Rs. 150 each for a total of Rs. 30,000.


i.
Accepted return of 7 automobile tires from dissatisfied customers.


Required:
i. Prepare journal entries to account for the above transactions, assuming a periodic inventory system.
ii.  Prepare journal entries to account for the above transactions, assuming a perpetual inventory system.
iii. Assume that inventory levels at the beginning of March (before these transactions) were 100 automobile tires that cost Rs. 40 each and 70 truck tires that cost Rs. 80 each. Also, assume that a physical count of inventory at the end of March revealed that 184 automobile tires and 164 truck tires were on hand. Given these inventory amounts, prepare the closing entries to account for inventory and related accounts as of the end of March.
Q. 4
Akbar Enterprises owned the following short-term equity investments in the shares of joint stock companies listed on the Islamabad Stock Exchange: -
(20)
1. 4,000 shares of Rs. 1000 each par volume purchased at Rs. 130 each of Kohat Cement Company, which have a market value of Rs. 150 each as on 30 June 2025.

2. 2,500 shares of Rs. 50 each par value purchased at Rs. 60 each from Shahid Steel Company, which has a market value of Rs. 65 each as on 30 June 2025.

During September 2025, all Akbar Enterprises conducted the following transactions: 
1. On 18 September 2025, all shares of Kohat Cement Company were sold at 
Rs. 160 each.

2. On 30 September 2025, all shares of Shahid Steel were sold at Rs. 55 each.

Required: In complains with to marked concept:

a) 
Pass necessary accounting entries to purchase and update the values of short-term investments at the end of 30 June 2025.

b) 
Present the short-term investments in the financial statements in the following statements as of 30 June 2025

c) 
Incorporate the sale of short-term equity securities in the accounting record.

d) 
Present the income from the sale of equity securities and the remaining investment in the following statements as of 30 September 2025.
Q. 5
So-Soft Garments Industries has stated the business of fabrication of men's, women and Kids' dresses. These dresses are directly sold to retailers to avoid the profit of the wholesaler and reduce prices. The merchandise is usually sold on 30 to 60 days' credit terms. During its first half year of operations, the credit sales amounted to Rs. 1,360,000. During efforts of collection, it was found that the credit sales amounting to Rs. 6,500 were not collectible as the customer had shifted to some other city and was not written off. The company is using the allowance method for charging bad debt expenses. During the first half of the year, the credit sales amounting to Rs. 1,240,000 were achieved. Total collections during the year amounted to Rs. 2,000,000. The management wishes to create an allowance for doubtful accounts equal to 2% of the balance accounts receivable at year's end. Required.
(20)
1) 
Pass necessary accounting entries for writing off the accounts receivable.

2) 
Create a necessary allowance for the doubtful accounts at the end of the accounting period.

3) 
Present the accounts receivable in the balance sheet at the end of the year.

ASSIGNMENT No. 2

Total Marks: 100
Pass Marks: 50

Q. 1
On 1st January 2024, Brussels bought 70% shares of Madrid and paid Rs. 80,000 Cash. following are the summarized Statements of Financial Position of Brussels and Madrid as at 31st December 2024. You are required to prepare the consolidated Statement of Financial Position as at 31st December 2024
(20)
	
	Brussels Rs.
	Madrid Rs.
	
	Brussels Rs.
	Madrid Rs.

	Property, plant & equipment
	125,000 
	96,000 
	Share Capital
	70,000 
	50,000 

	Investment
	80,000 
	         -   
	Retained earnings
	190,000 
	79,000 

	
	 205,000 
	96,000 
	
	260,000 
	129,000 

	Stock
	 50,000 
	20,000 
	8% Loan notes
	
	

	Debtors
	60,000 
	 40,000 
	Current
	65,000
	20,000

	Cash
	10,000 
	   5,000 
	Liabilities
	
	12,000

	
	120,000 
	65,000 
	
	65,000 
	 32,000 

	
	325,000 
	161,000 
	
	325,000 
	161,000 



Other Information:

1. The inventory of Madrid includes Rs 15,000 of goods purchased from Brussels at cost plus 25%.

2. The Brussels Group values the non-controlling interest using the fair value method. At the date of acquisition, the fair value of the 30% non-controlling interest was Rs. 40,000
3. An Impairment loss of Rs 3,000 is to be charged against goodwill at the year-end
4. Madrid earned a profit of Rs 20,000 in the year ended 31st December 2024.
Q. 2
Context Corporation reports the following components of stockholders’ equity on December 31, 2023.
(20)
	Common Stock-Rs. 10 Par value, 50,000 shares authorized,
20,000 shares issued and outstanding
	Rs.   200,000

	Paid-in capital in excess of par value, common stock
	30,000

	Retained earnings
	135,000

	Total stockholders’ equity
	Rs. 365,000


Jan. 1
Purchased 2,000 shares of its own stock at Rs. 20 cash per share.

Jan. 5
Directors declared a Rs. 2 per share cash dividend payable on Feb. 28 to the Feb. 5 stockholders of record.

Feb. 28
Paid the dividend declared on January 5.

July 6
Sold 750 of its treasury shares at Rs. 24 cash per share.

Aug. 22
Sold 1,250 of its treasury shares at Rs 17 cash per share.

Sept. 5
Directors declared a Rs 2 per share cash dividend payable on October 28 to the September 25 stockholders of record.

Oct.  28
Paid the dividend declared on September 5.

Dec. 31 
Closed the Rs 194,000 credit balance (from net income) in the Income Summary account to Retained Earnings.

Required:
i. Prepare journal entries to record each of these transactions for 2024.

ii.
Prepare a statement of retained earnings for the year ended December 31, 2024.

iii.
Prepare the stockholders’ equity section of the company’s balance sheet as of December 31, 2024.
Q. 3
Explore the applicable laws and rules governing the preparation of financial statements for banking companies. How do these regulations impact the accounting practices of banking institutions, and what measures are in place to ensure compliance? Provide insights into the legal framework shaping financial reporting in the banking sector.
(20)

Q. 4
The Graff Limited leased plant and machinery having a fair value of Rs. 125,000 from Leasing Corporation Limited. The lease agreement contains a bargain purchase option and requires 15-year minimum lease payment of Rs. 15,000 payable at the beginning of each year. The economic life of the plant and machinery is 20 years. The implicit rate of leasing corporation limited is 8%.
(20)
Required:

a. Calculate the present value of minimum lease payments payable in 15 years.

b. Prepare a statement showing repayment of principal and mark-up for the first five years.

c. In the light of IAS-17, what are the criteria that attract capitalization of leased plant and machinery in the above case?
d. In the absence of a bargain purchase option, will the pure limited capitalize the leased plant and machinery? Briefly explain the reasons.
Q. 5
The following data is obtained from the books of Blue Insurance Company related to Premiums. All amounts are given in rupees.
(20)
	Class
	Reinsurance
ceded
	Premiums
written
	Prepaid reinsurance

premium ceded             
	Unearned premium

reserve
             

	
	
	
	Opening
	Closing
	Opening
	Closing

	Fire and property 
damage
	38,407,579
	49,132,652
	23,831,702
	18,474,924
	28,918,784
	23,091,158

	Marine, aviation and transport
	22,684,549
	32,881,187
	2,663,085
	3,502,943
	3,171,563
	4,389,644

	Motor
	3,184,309
	144,749,425
	1,131,356
	1,514,851
	54,060,186
	62,584,901

	Accident and health
	43,208,903
	71,879,782
	22,679,234
	21,238,115
	31,388,267
	34,664,017

	Miscellaneous
	18,921,380
	33,318,657
	27,577,551
	9,652,523
	29,993,506
	14,872,970


You are required to prepare the statement of Premium for the year ended on December 31, 2024.

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