Financial Accounting
Q.1: The following transactions took place in the books of Mr. Aman during the month of July 2025.
	Date
	Transactions

	July 1
	Started business with cash Rs.50,000

	July 3
	Purchased goods for cash Rs.15,000

	July 5
	Sold goods for cash Rs.10,000

	July 8
	Paid rent Rs.2,000

	July 10
	Purchased furniture Rs.5,000

	July 15
	Received cash from Ram Rs.3,000

	July 20
	Paid to Shyam Rs.2,500



You are required to:
1. Pass journal entries for the above transactions.
2. Post them into ledger accounts
3. Prepare a Trial Balance as on 31st July 2025.
Answer:
Introduction:
Accounting is a systematic process of recording, classifying, and summarizing financial transactions to present a clear picture of a business’s financial health. Every transaction that takes place in a business has a dual effect one on the debit side and the other on the credit side. This principle of double-entry system ensures accuracy and completeness of financial records. For a businessman like Mr. Aman, who has just started his business in July 2025, it is necessary to keep accurate books of accounts from day one. Recording the business transactions through Journal entries, posting them into Ledger accounts, and finally preparing a Trial Balance are the initial and fundamental steps in accounting. Journals are the book of original entry, ledgers are the book of final entry, and the trial balance is the tool to test the arithmetical accuracy of these records. By maintaining such records, a businessman can not only know his cash balance, receivables, or payables, but also track the expenses incurred and assets acquired.
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Q.2 (A): An electronics company manufactures air conditioners in April but does not record the revenue until the products are sold in July. However, the company records the electricity and raw material costs related to the production in April itself.
a) Identify and explain the two accounting concepts applied in this situation.
b) Why is it important to follow these concepts in financial reporting?
Answer:
Introduction:
Accounting is based on a set of principles and concepts that guide how financial transactions are recorded and reported. These concepts ensure that financial statements are consistent, reliable, and provide a true picture of a company’s financial position. In the case of an electronics company manufacturing air conditioners in April but recording revenue only when the products are sold in July, the accounting treatment reflects careful application of foundational accounting concepts. While the company records costs incurred in April, it delays revenue recognition until a later date.
Q.2 (B): The following 5 errors were found in the books of Ananya Traders after preparing the trial balance. You are required to:
a) Identify the type of error (e.g., error of principle, omission, commission, etc.)
b) Pass necessary rectifying journal entries.
Errors Identified:
1. Rs.800 paid for stationery was wrongly debited to Purchases A/c.
2. A sale of Rs.2,000 to Mohan was recorded as Rs.200 in the sales book.
3. Rs.1,500 paid for salary was debited to Wages A/c.
4. Cash Rs.700 received from Sohan was posted as Rs.70 to Sohan’s account.
5. Purchase of goods Rs.3,000 from Rahul was completely omitted from the books.
Answer:
Introduction:
Accounting errors are mistakes made in recording financial transactions in the books of accounts. These errors can distort the true financial position of a business and affect decision-making. Identifying the type of error and correcting it through rectifying entries is crucial for accurate financial reporting. Errors may arise due to mistakes in recording amounts, posting to wrong accounts, or complete omission of transactions. In the case of Ananya Traders, five errors were identified after preparing the trial balance. Each error has a distinct nature and requires a specific rectifying journal entry to restore the accuracy of accounts and ensure the trial balance reflects the correct balances.
