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ASSIGNMENT No. 1

Q.1 








                   (20)
a. Explain the nature and importance of financial statements. Discuss the major limitations of financial statements for decision-making.
b. Identify and explain at least three major tools used in financial statement analysis. Illustrate how each tool supports a better understanding of a firm's financial performance.

Q.2 








                   (20)
a. Discuss the different types of financial statement analysis, highlighting the usefulness of ratio analysis and trend analysis.

b. The following information has been extracted from the balance sheet of XYZ Manufacturing Ltd. as of 31 December 2025:
Data (Rs.):

· Cash and Bank Balances: 95,000

· Marketable Securities: 45,000

· Accounts Receivable: 180,000

· Allowance for Doubtful Debts: 15,000

· Inventory (at cost): 260,000

· Prepaid Insurance: 20,000

· Accounts Payable: 210,000

· Accrued Expenses: 40,000

· Short-term Bank Loan: 90,000

Required:
A) Calculate the following liquidity measures:
    i. Current Ratio
    ii. Quick Ratio
    iii. Acid-Test Ratio
    iv. Net Working Capital

B) Recalculate the Quick Ratio assuming that 20% of accounts receivable are considered doubtful and not readily realizable.

C) Critically evaluate the firm’s short-term solvency position and discuss whether the company appears over-liquid or under-liquid.
Q.3 









      (10)
Explain the importance of capital structure ratios in assessing the long-term solvency of a firm.
Q.4 








                   (20)
a. Explain how receivable turnover and average collection period evaluate the efficiency of credit management.

b. 

A trading company reported the following information for the year ended 30 June 2025:

· Net Sales: Rs. 2,400,000

· Cost of Goods Sold: Rs. 1,680,000

· Opening Inventory: Rs. 320,000

· Closing Inventory: Rs. 440,000

· Industry Average Inventory Turnover: 6 times

Required:
A) Compute:
    i. Average Inventory
    ii. Inventory Turnover Ratio
    iii. Inventory Holding Period (in days)

B) Compare the company’s inventory performance with the industry average and assess operational efficiency.

C) Explain how excessive inventory levels could distort liquidity and profitability ratios.
Q.5








                   (30)
(a) Explain horizontal and vertical analysis and their usefulness in financial statement analysis.

(b) The following information has been extracted from the financial statements of XYZ Industries Ltd. for the last five years:
	Year
	Net Sales (Rs.)
	Gross Profit (Rs.)
	Net Profit (Rs.)
	Total Assets (Rs.)
	Shareholders’ Equity (Rs.)

	2021
	1,500,000
	450,000
	180,000
	2,200,000
	1,100,000

	2022
	1,620,000
	486,000
	195,000
	2,350,000
	1,180,000

	2023
	1,750,000
	525,000
	210,000
	2,550,000
	1,260,000

	2024
	1,680,000
	504,000
	198,000
	2,600,000
	1,300,000

	2025
	1,900,000
	570,000
	240,000
	2,850,000
	1,400,000


Required:
a) Taking 2021 as the base year, compute the trend percentages for the following variables using the fixed base method:
    i. Net Sales
    ii. Gross Profit
    iii. Net Profit
    iv. Total Assets
    v. Shareholders’ Equity

b) Prepare a comparative trend statement showing year-wise trend percentages for all variables.

c) Critically analyze the trends by commenting on:
    i. The relationship between sales growth and profitability.
    ii. Changes in cost structure as reflected in gross and net profit trends.
    iii. The company’s asset growth relative to sales performance.
    iv. The stability of shareholders’ equity over the period.

d) Identify one year showing abnormal movement in any variable and provide possible managerial or market-based reasons.

e) Based on the overall trend analysis, assess the long-term financial stability and growth prospects of the company.

Total Marks: 100





             Pass Marks: 50

ASSIGNMENT No. 2

Q.1 









      (20)
(a) Explain the importance of the cash flow statement in assessing liquidity and operational efficiency.

(b) 

The following information relates to DEF Services Ltd. for the year ended 31 December 2025:

Cash Transactions (Rs.):

· Cash received from customers: 1,250,000

· Cash paid to suppliers: 520,000

· Cash paid for salaries and wages: 360,000

· Cash paid for utilities and other operating expenses: 180,000

· Income tax paid: 90,000

· Purchase of office equipment: 200,000

· Proceeds from sale of old machinery: 70,000

· Dividends paid: 60,000

· Interest paid on long-term loan: 50,000

Required:
A) Prepare a Cash Flow Statement using the Direct Method, clearly classifying operating, investing, and financing activities.

B) Determine net cash flow from operating activities and comment on its adequacy to meet investing and financing needs.

C) Evaluate the overall cash flow position and comment on the company’s financial sustainability.
Q.2 









      (10)
(a) Discuss the importance of EPS, P/E ratio, and Dividend Payout Ratio for investors.

(b) Explain short-term and long-term credit analysis and the role of CIB of the State Bank of Pakistan.
Q.3









      (10)
(a). Explain gross profit margin, operating profit margin, and net profit margin and their analytical significance.

(b) Explain the DuPont Analysis and its role in evaluating overall financial performance.
(c) Sales Rs. 1,000,000; Net Profit Rs. 100,000; Total Assets Rs. 500,000; Equity Rs. 250,000.
Apply the DuPont formula to calculate ROE.
Q.4 









      (20)
The summarized financial information of LMN Corporation is given below:

· Net Revenue: Rs. 3,600,000

· Cost of Sales: Rs. 2,160,000

· Operating Expenses: Rs. 780,000

· Finance Cost: Rs. 180,000

· Corporate Tax Rate: 35%

· Average Total Assets: Rs. 2,400,000

· Average Shareholders’ Equity: Rs. 1,200,000

Required:
a) Compute:
    i. Gross Profit Margin
    ii. Net Profit Margin
    iii. Return on Assets (ROA)
    iv. Return on Equity (ROE)

b) Analyze the relationship between financial leverage and ROE in this case.

c) Provide a critical assessment of the firm’s profitability, cost structure, and asset utilization efficiency.
Q.5 









      (40)
Select a company listed on the Pakistan Stock Exchange (PSX) and download its annual financial reports for the years 2023 to 2025 from: https://financials.psx.com.pk
Perform a comprehensive financial analysis, including:

· Liquidity analysis (e.g., current ratio, quick ratio)

· Leverage and solvency analysis (e.g., debt-to-equity, interest coverage)

· Profitability analysis (e.g., gross/net margins, ROE, ROA)

· Efficiency analysis (e.g., asset turnover, inventory turnover)

· Horizontal and vertical analysis

· Cash flow statement analysis

· A concluding commentary on overall financial health, performance trends, and areas of concern or strength over the three-year period.
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