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First Terminal Examination 2016
BBS 1st year			Time: 3 hrs.			FM: 100
Subject: Accounting for Financial Analysis and planning		PM: 40
Set A
Candidates are required to give their answers in their own words as far as practicable. The figures in the margin indicate full marks.
Group A (Brief answer questions)
Attempt all questions		(10×2=20)
1.	List out various types of assets.
2.	Ascertain the gross profit from the following figures:
Sales return		Rs.5,000	Beginning inventory		75,000
Ending inventory		45,000	Sales		500,000
Purchase		300,000	
3.	The following information is provided by a company:
	Particulars
	2012
	2013

	Debtors	
	Rs.85,000
	Rs.150,000

	Bills receivable	
	20,000
	35,000

	Bad debts	
	–
	30,000

	Sales	
	–
	295,000

	Sales return	
	–
	15,000

	Discount allowed	
	–
	12,000


Required: Cash collection from debtors and sales during 2013.
4.	Briefly explain cash flow from operating activities.
5.	From the following details, prepare a Value Added Statement:
Raw material purchased		Rs.5,00,000	Dividend		Rs.30,000
Manufacturing expenses		Rs.40,000	Selling and adm. expenses		Rs.75,000
Depreciation		Rs.1,55,000	Income tax		Rs.1,10,000
Retained Earnings		Rs.2,20,000	Sales		Rs.11,30,000
6.	The following information are provided.
	EBIT 	
	Rs. 450,000

	Fixed cost 	
	Rs. 2,50,000

	Variable cost ratio 	
	50%


Required:	a)	Degree of Operating Leverage
	b)	Sales amount	
7.	Following are the information extracted from a company.
Equity share capital		Rs.5,00,000	General reserve		Rs.120,000
12% debenture		Rs.3,00,000	Sundry creditors		Rs.50,000	Outstanding expenses		Rs.10,000
Preliminary expenses		Rs.20,000	10% mortgage loan		Rs.1,20,000
Required:	Debt-equity ratio
8.	What is financial leverage?
9.	Write any two objectives of financial accounting.
10.	Define cash flow from financing activities.
Group B (Short answer questions)
Attempt any five questions 		(5×10=50)
11.	a)  A company has two alternative financial plans;
Plan I 		5,000 equity share of Rs. 100 each
		5,000 10% debenture of Rs. 100 each
Plan II 		4,000 equity share of Rs. 100 each
		6,000, 10% preference share of Rs. 100 each
Plan II 		3,000 equity share of Rs. 100 each
		3,000 10% preference share of Rs. 100 each
		4,000 10% debenture of Rs. 100 each
Required: Indifference point of EBIT between plan I & plan II and Plan II and plan III
12	Following trial balance is provided to you:
	Particulars
	Debit (Rs)
	Credit (Rs.)

	Opening stock 	
	60,000
	

	Purchases 	
	2,80,000
	

	Carriage 	
	70,000
	

	Wages 	
	50,000
	

	Salaries 	
	1,00,000
	

	Sales revenue 	
	
	5,30,000

	Plant and machinery 	
	1,00,000
	

	Rent expenses 	
	20,000
	

	Printing and stationery 	
	10,000
	

	Commission received 	
	
	20,000

	Share capital	
	
	1,90,000

	General reserve 	
	
	50,000

	Insurance 	
	20,000
	

	Furniture 	
	80,000
	

	
	7,90,000
	7,90,000


Additional information
	Closing stock Rs.75,000
	Outstanding salaries Rs.5,000
	Prepaid rent Rs.7,500
	Depreciation 20% p.a. on furniture
Required:	Worksheet


13.	The following are the balance in the account statement of Narayan Company Limited (a manufacturing concern) for the year ended 31st Chaitra 2071.
Opening Stock of Raw Material 		Rs.80,000	Closing Stock of Raw Material		Rs.60,000
Purchase of Raw material 		2,65,000	Wages 		55,000
Factory Expenses 		75,000	Sales 		6,62,000	
Sales return		6,000 	Closing Stock of Finished Goods		90,000
Office expenses 		50,000	Selling expenses		35,000
Depreciation		20,000	Interest on loan 		10,000
Income tax 		15,000	Dividend		20,000
Opening Stock of Finished Goods 		1,20,000
Required:  Value added statement showing net value added and its distribution. 
14.	Profit and loss account and other information of XYZ Company are given below.
Profit and Loss Account
	Particulars
	Amount
	Particulars
	Amount

	To Opening stock 	
	60,000
	By Sales 	
	6,00,000

	To Purchases 	
	2,00,000
	By Closing stock 	
	80,000

	To Wages 	
	40,000
	
	

	To Manufacturing exp. 	
	50,000
	
	

	To Gross profit c/d 	
	3,30,000
	
	

	
	6,80,000
	
	6,80,000

	To Salary 	
	50,000
	By Gross profit b/d 	
	3,30,000

	To Discount 	
	30,000
	
	

	To Sales commission 	
	15,000
	
	

	To Interest 	
	5,000
	
	

	To Advertisement 	
	30,000
	
	

	To Net profit c/d 	
	2,00,000
	
	

	
	3,30,000
	
	3,30,000


Tax rate = 50%
Other information
	Fixed assets 		Rs.2,20,000	Current assets 		Rs.80,000
	Current liabilities 		Rs.20,000	25% debenture 		Rs.80,000
Required: a)	Gross profit margin b)	Net profit margin
	c)	Debt equity ratio	d)	Debt to total capital ratio		e)	Return on stockholder fund		
f)	Capital employed turnover ratio
	g)	Assets turnover ratio
h)	Return on capital employed.





15.	The following information has been extracted from the financial statement of Progressive Ltd.
Pawan ltd.
Balance sheet for the year ended December 31st 
	
	2014
	2015

	Fixed Assets (net of depreciation)	
	4,00,000
	4,40,000

	Inventory	
	1,25,000
	1,50,000

	Accounts receivable	
	65,000
	50,000

	Cash 	
	   40,000
	  50,000

	Total Assets	
	 6,30,000
	 7,00,000

	Equity share capital 	
	1,00,000
	1,00,000

	Debentures	
	2,00,000
	2,00,000

	Retained profit	
	1,50,000
	2,00,000

	Sundry creditors	
	90,000
	1,00,000

	Bills payable	
	40,000
	50,000

	Accrued tax	
	20,000
	30,000

	
	
	

	Total liabilities and owners’ equity	
	 6,30,000
	 7,00,000


Income statement for 2015
	Details	
	
	Amounts

	Sales 	
	
	10,00,000

	Cost of goods sold:	
	5,00,000
	 

	Administrative and selling expenses	
	1,50,000
	 

	Depreciation	
	30,000
	 

	Interest expenses	
	  20,000
	  7,00,000

	Net income before taxes	
	
	3,00,000

	Income tax expenses	
	
	  1,50,000

	Gain on sale of fixed assets (Sales value Rs.70,000)
	
	Nill

	Net income after taxes	
	
	  1,50,000


Required:	Prepare a cash flow statement (using indirect method)
16.	Financial information of companies A, B and C for the year 2012, ending on December 31 is as follows: 
	Particulars
	A
	B
	C 

	Variable expenses ratio 	
	66.67%
	75%
	50% 

	Interest expense 	
	Rs.200
	Rs.300
	Rs.1,000

	Degree of operating leverage 	
	5
	6
	2

	Degree of financial leverage 	
	3
	4
	2

	Income-tax rate 	
	50%
	50%
	50%


Required: Prepare income statements for the companies A, B and C. 



Group C (Analytical answer questions)
Attempt any two questions 		(2×15=30)
17.	The Balance Sheets of a company for two years are given below:	
	Liabilities
	Year 1
	Year 2
	Assets
	Year 1
	Year 2

	Equity Share capital	
	7,00,000
	10,00,000
	Fixed assets
	10,90,000
	16,30,000

	Share premium 	
	70,000
	1,00,000
	Inventory	
	1,00,000
	1,30,000

	12% Debentures	
	2,00,000
	1,00,000
	Accounts receivable	
	80,000
	60,000

	Provision for tax	
	20,000
	40,000
	Prepaid expenses	
	10,000
	10,000

	Provision for dividend	
	10,000
	20,000
	Cash 		
	20,000
	50,000

	Accounts payable	
	50,000
	1,75,000
	
	
	

	Accumulated Dep.
	2,50,000
	2,65,000
	
	
	

	Profit and loss a/c	
	–
	1,80,000
	
	
	

	
	13,00,000
	18,80,000
	
	13,00,000
	18,80,000


Income Statement for the year 2
	Particulars
	
	Rs.

	Sales revenue	
	
	9,10,000

	Less: Cost of goods sold (including wages Rs. 90,000)	
	
	5,00,000

	Gross Profit	
	
	5,25,000

	Less: Operating expenses:
	
	

		Administrative expenses	
	1,36,000
	

		Depreciation	
	35,000
	

		Provision for tax	
	40,000
	

		Provision for dividend	
	20,000
	

		Interest paid	
	24,000
	

		Premium on redemption of debentures	
	5,000
	

	Total operating expenses	
	
	2,60,000

	Net profit	
	
	1,65,000

	Add: Gain on sale of fixed assets	
	
	15,000

	Retained earning	
	
	1,80,000


Additional information
	A plant costing Rs. 40,000 with an accumulated depreciation of Rs. 20,000 has been sold for Rs. 35,000.
	Dividend paid in year 2-Rs. 10,000.
Required: Cash Flow Statement by using direct method







18.	Following trial balance is provided to you:
	Particulars
	Debit (Rs)
	Credit (Rs.)

	Opening stock 	
	1,00,000
	

	Purchases 	
	2,00,000
	

	Manufacturing expenses 	
	10,000
	

	Wages 	
	40,000
	

	Salaries 	
	60,000
	

	Sales revenue 	
	
	4,50,000

	Furniture & Fixtures 	
	2,00,000
	

	Insurance 	
	20,000
	

	Printing and stationery 	
	10,000
	

	Rent received 	
	
	20,000

	Equity Share capital	
10% Preference Share	
	
	1,50,000
50,000

	Retained earning 	
	
	50,000

	Tax paid 	
	20,000
	

	Office equipment 	
	60,000
	

	
	6,20,000
	6,20,000


Additional information
	Closing stock  Rs.1,00,000
	Outstanding salaries Rs.10,000
	Prepaid rent Rs.5,000
	Depreciation 10% p.a. on furniture
	Divided to preference shareholder are paid
Required:	Worksheet based Income Statement and Balance Sheet
19.	Why financial statement analysis is done in an organization? Explain with different types of ratios calculated for financial statement analysis.

“BEST OF LUCK”
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First Terminal Examination 2016
BBS 1st year			Time: 3 hrs.			FM: 100
Subject: Accounting for Financial Analysis and planning		PM: 40
Set B
Candidates are required to give their answers in their own words as far as practicable. The figures in the margin indicate full marks.
Group A (Brief answer questions)
Attempt all questions		(10×2=20)
1.	List out the major components of income statement?
2.	Ascertain the gross profit from the following figures:
Sales return		Rs.6,000	Purchase return		Rs.2,000
Ending inventory		30,000	Sales		3,06,000
Purchase		1,22,000	Beginning inventory		45,000
3.	The following information has been provided by a company:
Beginning inventory		Rs.50,000	Ending inventory		Rs.70,000
Cash purchase 		Rs.2,50,000	Credit purchase 		Rs.50,000
Purchase return 		Rs.25,000	Discount received 		Rs.10,000
Opening account payable		Rs.20,000	Ending account payable		Rs.30,000
Required: Cash paid for purchase and supplier.
4.	Briefly explain cash flow from financing activities.
5.	The degree of operating leverage of a company is 1.5. Sales for the year is Rs. 6,00,000 and variable cost is 50%.
Required:	a)	EBIT		b) 	Fixed Cost	
6.	The following is the given information: 
Equity share capital		4,00,000	Preference share capital		2,00,000
Capital reserve		1,00,000	P/L a/c		1,00,000
12% Debentures		2,00,000	Unsecured loans (short-term)		1,00,000
Creditors/Payables		1,20,000	Provisions for tax		60,000
Required:	a)	Debt to total capital	              
7.	The following are the extract from the books of M&M Pvt. Ltd:
a)	The earnings before interest and tax (EBIT) Rs. 75,000
b) 	Variable cost (VC) Rs. 75,000
c) 	Preference dividend (Pd) Rs.5,000
d) 	Interest (i) Rs.25,000
e) 	Tax rate @ 50%
f) 	Degree of combined leverage (DCL) = 3 : 1
g)	Number of equity shares = 5,000
Required:	a)	Sales revenue at present 
b)	Earnings per share (EPS) at present
8.	What is operating leverage?
9.	Write any two limitations of financial accounting.
10.	Define solvency ratio.
Group B (Short answer questions)
Attempt any five questions 		(5×10=50)
11.	Existing Capital of a company is 5,000 equity share of Rs. 100 each and 10% debenture for Rs. 5,00,000. It is planning to expand its operation. It needs Rs. 6,00,000 new capital for expansion. The following two alternative plans are available. 
Plan A 		Issue 3000 equity share of Rs. 100 each and
Issue 3000 10% debenture of Rs. 100 each.
Plan B 		Issue 2,000 equity share of Rs. 100 each, 
Issue 2,000, 15% preference share of Rs. 100 each and 
Issue 2,000 10% debenture of Rs. 100 each
Plan C 		Issue 4,000 equity share of Rs. 100 each, 
Issue 2,000, 15% preference share of Rs. 100 each
Required: Indifference point of EBIT between Plan A & Plan B and between plan plan B and plan C, if tax rate is 50%
12	Prepare Value Added Statement from the following particulars:
Sales		7,50,000 	Retained earnings 		90,000
Apprentice premium		20,000	Sundry debtors		50,000
Raw material purchase		3,00,000	Factory overheads 		70,000
Return from customers		20,000	Man power cost		1,10,000
Selling overhead		1,00,000	Capital		3,00,000
Opening stock		15,000	Closing stock		45,000
Tax paid		Rs.30,000	Dividend paid		Rs.60,000
Return to Suppliers		15,000	Office overhead		90,000
13.	Following Balance sheet and Income statement of two company has been given to you;
Balance Sheet of P LTD. and Q LTD.
For  the year ended 30th Chaitra last year
	Liabilities & Equity
	X Ltd. (Rs.)
	Y Ltd. (Rs.)
	Assets
	X Ltd.(Rs.)
	Y Ltd.(Rs.)

	Share capital (100)
	19,00,000
	9,00,000
	Fixed assets (Net)
	8,00,000
	4,00,000

	Retained surplus
	1,00,000
	1,00,000
	Stock
	12,00,000
	6,00,000

	Current liabilities
	6,00,000
	6,00,000
	Debtors
	4,00,000
	4,00,000

	
	
	
	Cash
	2,00,000
	2,00,000

	
	26,00,000
	16,00,000
	
	26,00,000
	16,00,000





Income Statement of X Ltd. and Y Ltd.
For the year ended 30th Chaitra last year
	
	X Ltd.
	Y Ltd.

	Sales 	
	
	32,00,000
	
	24,00,000

	Less: Cost of goods sold:
	
	
	
	

	Opening stock 	
	8,00,000
	
	4,00,000
	

	Purchase 	
	24,00,000
	
	17,00,000
	

	
	32,00,000
	
	21,00,000
	

	Closing stock 	
	12,00,000
	20,00,000
	6,00,000
	15,00,000

	Gross Profit 	
	
	12,00,000
	
	9,00,000

	Less: Other expenses 	
	
	10,00,000
	
	8,00,000

	Net Profit 	
	
	2,00,000
	
	1,00,000

	Add: Reserve (last year) 	
	
	2,00,000
	
	2,00,000

	
	
	4,00,000
	
	3,00,000

	Less: Dividend 	
	
	3,00,000
	
	2,00,000

	Retained surplus 	
	
	1,00,000
	
	1,00,000


Required:	Comparative analysis between X Ltd. and Y Ltd. on the basis of the following ratios:
a)  Current		b)	Quick	c) Stock turnover 
d) Debtors turnover	e)     	Debt to equity ratio
f)	Collection period	g)	 Fixed Assets turnover
14.	Following trial balance is provided to you:
	Particulars
	Debit (Rs)
	Credit (Rs.)

	Opening stock 	
	1,00,000
	

	Purchases 	
	2,00,000
	

	Wages 	
	10,000
	

	Factory expenses 	
	40,000
	

	Salaries 	
	60,000
	

	Sales revenue 	
	
	4,50,000

	Furniture & Fixtures 	
	2,00,000
	

	Insurance 	
	20,000
	

	Printing and stationery 	
	10,000
	

	Rent received 	
	
	20,000

	Equity Share capital	
Debenture	
	
	1,00,000
50,000

	Retained earning 	
	
	50,000

	Tax paid 	
	20,000
	

	Discount	
	10,000
	

	
	6,20,000
	6,20,000


Additional information
	Closing stock Rs.1,00,000
	Outstanding salaries Rs.10,000
	Depreciation 10% p.a. on furniture
Required:	Worksheet
15.	The following information has been extracted from the financial statement of Progressive Ltd.
Pawan ltd.
Balance sheet for the year ended December 31st 
	
	2014
	2015

	Fixed Assets	
	4,00,000
	4,80,000

	Inventory	
	1,25,000
	1,50,000

	Accounts receivable	
	65,000
	50,000

	Cash 	
	   40,000
	  50,000

	Total Assets	
	 6,60,000
	 7,30,000

	Equity share capital 	
	1,00,000
	1,00,000

	Debentures	
	2,00,000
	2,00,000

	Retained profit	
	1,50,000
	2,00,000

	Sundry creditors	
	90,000
	1,00,000

	Bills payable	
	40,000
	50,000

	Accumulated depreciation	
	50,000
	80,000

	
	
	

	Total liabilities and owners’ equity	
	 6,30,000
	 7,30,000


Income statement for 2015
	Details	
	
	Amounts

	Sales 	
	
	10,00,000

	Cost of goods sold:	
	5,00,000
	 

	Administrative and selling expenses	
	1,50,000
	 

	Depreciation	
	30,000
	 

	Interest expenses	
	  20,000
	  7,00,000

	Net income before taxes	
	
	3,00,000

	Income tax expenses	
	
	  1,50,000

	Gain on sale of fixed assets (Book value Rs.55,000 and acc. Dep. 5,000)
	
	25,000

	Net income after taxes	
	
	  1,55,000


Required:	Prepare a cash flow statement (using direct method)
16.	Financial information of companies A, B and C for the year 2012, ending on December 31 is as follows: 
	Particulars
	A
	B
	C 

	Variable expenses ratio 	
	66.67%
	75%
	50% 

	Interest expense 	
	Rs.10,00
	Rs.15,00
	Rs.20,000

	Degree of operating leverage 	
	4
	3
	2

	Degree of financial leverage 	
	2
	2
	1.5

	Income-tax rate 	
	50%
	50%
	50%


Required: Prepare income statements for the companies A, B and C


Group C (Analytical answer questions)
Attempt any two questions 		(2×15=30)
17.	The following information relates to XYZ Co. 
Income Statement
For the year ended Current year
	Particulars
	Amount (Rs.)
	Amount (Rs.)

	Sales 	
	31,20,000
	

		Gain on proceed of plant 	
	60,000
	31,80,000

	Less: Cost of goods sold 	
	
	20,40,000

		Gross Profit 	
	
	11,40,000

	Less: Expenses
	Depreciation of plant 	
	Carrying value of plant sold 	
	Doubtful debts 	
	Rent 	
	Salaries/wages 	
	Interest 	
	Advertising 	
	Insurance 	
	
1,60,000
1,00,000
20,000
1,00,000
4,00,000
80,000
40,000
40,000
	







9,40,000

	Net income before tax 	
	
	2,00,000

	Less: income tax 	
	
	(80,000)

	Net income after tax 	
	
	1,20,000


Comparative Balance sheet
	Particulars
	Last year
	Current year

	Assets
	Cash 	
	Prepaid insurance 	
	Account receivable 	
	Allowance for bad debts 	
	Inventory 	
	Plant and machinery 	
	Accumulated depreciation 	
	
1,20,000
10,000
8,00,000
(20,000)
8,00,000
16,00,000
(4,80,000)
	
24,000
10,000
10,00,000
(24,000)
12,00,000
18,00,000
(5,40,000)

	Total 	
	28,30,000
	34,70,000

	Liabilities/Equities:
	
	

		Accounts payable 	
	Accrued wages 	
	Tax payable 	
	Debentures 	
	Paid up capital 	
	Retained earning 	
	6,00,000
20,000
60,000
8,00,000
10,00,000
3,50,000
	8,90,000
30,000
80,000
8,00,000
12,00,000
4,70,000

	Total 	
	28,30,000
	34,70,000


Required: Cash flow statement
18	Following trial balance is provided to you:
	Particulars
	Debit (Rs)
	Credit (Rs.)

	Opening stock 	
	60,000
	

	Purchases 	
	2,80,000
	

	Carriage 	
	70,000
	

	Wages 	
	50,000
	

	Salaries 	
	1,00,000
	

	Sales revenue 	
	
	5,30,000

	Plant and machinery 	
	1,00,000
	

	Rent expenses 	
	20,000
	

	Printing and stationery 	
	10,000
	

	Commission received 	
	
	20,000

	Share capital	
	
	1,90,000

	General reserve 	
	
	50,000

	Insurance 	
	20,000
	

	Furniture 	
	80,000
	

	
	7,90,000
	7,90,000


Additional information
	Closing stock Rs.75,000
	Outstanding salaries Rs.5,000
	Prepaid rent Rs.7,500
	Depreciation 20% p.a. on furniture
Required:	Worksheet based income statement and balance sheet
19.	Why cash flow statement is prepared in an organization? Explain with contents of cash flow statement.

“BEST OF LUCK”
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