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Brief questions [10x2=20]
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What is operating leverage? Discus
What are the objectives of cash flow statement?
What are the main applications of a value added statement? Explain each.
What are the limitations of ratio analysis?
What is capital budgeting? Why it is need to an organization?
The following information is provided
Contribution margin.................. 1,60,000
Earning beforetax..................... 80,000
Taxrate.............oociiiii 40%
Required: Calculate Degree of Combined Leverage

A company can sale a plant for Rs. 45,000, which was purchased for Rs.30,000 and
the current book value of the plant is Rs. 20,000. The following information has
been supplied. The normal tax rate is 50% and Capital gain tax is 10%.

Required: Tax adjustment

A company has two alternative financial;
Plan | 1,000, equity share of Rs. 100 each
1,000, 10% debenture of Rs. 100 each
500, equity share of Rs. 100 each
150, 10% preference share of Rs. 100 each
Required: Indifference point of EBIT

Plan 11

The following information are extracted from the financial statement of Mariya
Enterprises.

Sales revenue 5,00,000..........ccccccvruenenne Beginning Inventory 60,000
Purchases2,20,000..........ccccevereivrennnenns Ending Inventory 1,60,000
Carriage 15,000.......cccccovvrireiencriennnns Administrative expenses 25,000
Selling expenses 30,000.........cccccvueneee. Rent 40,000
Interest 35,000..........cccceeeevvieeeicreeeeenen. Depreciation 50,000
Tax paid15,000.......ccccccevvriviveeerieriennens Dividend paid 50,000

Required: Value added statement.

10.

A company has current ratio 2.7:1 and liquid ratio 1.8:1. Total current liabilities are
Rs.22,500.

Required: a) Current assets b) Liquid assets
c) Stock in hand
Descriptive Questions [5x10=50]
(Any Five)
11.  The Trial balance of a firm as on 31 December, last year is given below:
Particulars Amount Amount
(D) (Cr)
Beginning Stock .......cccocvvievievie e, 32,000 -
PUICHASES ....oveviieieieieeeee e 1,50,000 -
WAGES . 80,000 —
Sundry debtors ........cccceevieevieeiie e 70,000 -
(OF: T4 g T o[- TS 10,000 -
SAlES .t - 3,80,000
Drawing ....ccooceveveninieieieenese e 20,000 -
Cashatbank..........ccooveeieiiveeciec e, 40,000 -
SalAriBS....cvve it 20,000 -
Rent and taxes.......coceeveevvvieicee e, 78,000 -
Sundry creditors.......ocveveeererenereeeenen, - 20,000
Capital.........cccoovveiiiieiiiiiccc — 1,00,000
Total 5,00,000 5,00,000
Additional Information:
— Closing stock Rs.40,000
— Wages prepaid Rs.10,000
Required: Value added statement [10]
12.  The Following information of Morang Auto and Syak Co. are given
Morang| Syakar
Auto Co.
Variable cost on sales ............. 50% 40%
Earning After tax (EAT) ......... 20,00,000| 24,00,00
0
DOL oo 15 2
DFI o 1.25 15
Tax rate ......ccoevevevevveveiennnn, 50% 40%

Required: Income statement of both Co. [5x2=10]



13.

14.

15.

The following figures relate to a trading activities of a Kalyani Company:

Stock at BEGINNING .veiviieice e e Rs.60,000
AVEIAZE INVENLOTY ..c.veieiviiiecieeieieeie et e e e et te e sne e e e e e saesresrenneas Rs.75,000
NEt FIXEA ASSEIS vt Rs.2,50,000
Shareholders EQUILY .......cccoereiiiieiicee e Rs.5,00,000
DEDE-BQUILY FALIO ....evieiieiieiiiecieeiese st 40%
INVENTOIY TUMNOVET TALIO ...vevveiiieiiciicieecst s 6 times
Return on shareholders BQUILY ..o 13.5%
GrOSS PIOTIT .vveieieciecie e 25% of sales
Required: a) Inventory at end b) Cost of goods sold
c) Amount of sales d) Fixed assets
turnover e) Net profit after tax
[5x2=10]

The Royal Industries is considering the replacement of one of its moulding
machines. The existing machine is in good operating condition but is smaller than
required if the firm is to expand its operations. The old machine is five years old, has
a current salvage value of Rs.30,000 and a remaining depreciable life of 10 years.
The machine was originally purchased for Rs.75,000 and is being depreciated at
Rs.5,000 per year for tax purposes. The hew machine will cost Rs.1,50,000 and will
be depreciated on a straight-line basis over 10 years with no salvage value. The
management anticipates that with expanded operation there will be a need for an
additional net working capital of Rs.30,000. The new machine will allow the firm to
expand current operations and thereby increase annual sales from Rs.4,00,000 to
Rs.4,40,000 and annual variable operating costs from Rs.2,00,000 to Rs.2,10,000.
The company’s tax rate is 55 % and its cost of capital is 10%. Should the company
replace its existing machine? [10]

The detailed Income Statement of a company is as follows:

Particulars Amount| Amount
Cash and credit Sales .........ccovvevveeeivieeiee e, 5,00,000
LeSS: PUIChASES ........cccvveieiieeiee e 1,50,000
DIreCt WAgES ..evveveereeeeie e st e eeie e e e e 1,50,000
Total cost of goods sold..........cccvecveverererernnenn 3,00,000
GrOSS MArgin ..coeeeeeeieiene e 2,00,000
Less: Operating eXPeNnSES .......ccoeveeeeeereerierennens 60,000
Depreciation.........cccoevereienenenieieee e 40,000 1,00,000
Net income before tax ......c.cceeeevvievieeiiecccieeene, 1,00,000
Less: TaxX Paid .....ccoceveeieieiieie s 30,000
Dividend paid ........ccocooiiiiiiiiniieee s 20,000 50,000
Retained arnings ............c.ccocoeeeioieieienienienncns 50,000

Additional information
- Current liabilities increased by Rs.50,000.
- Current assets other than cash increased by Rs.60,000.

- Net value of plant and machinery increased by Rs.1,60,000

- Company issued 1,000 additional shares of Rs.100 each

- Beginning and ending balances of cash were Rs.50,000 and Rs.30,000
respectively.

Required: Cash flow statement showing
a) Cash from operating activities b) Cash from financing
activities [5x2=20]
Analytical questions [ 2x15=30]

The comparative balance sheets and income statement of a Furniture Enterprises
are provided as follows:

Liabilities and equity | 2069 2070 Assets 2069 2070
Share capital 1,00,000 {2,00,000 |Goodwill 15,000 |10,000
Preference shares 50,000 {40,000 |Building 75,000 |1,00,000
11% debentures 50,000 {30,000 |Plantand equipment | 1,00,000 |1,50,000
Accumulated Inventory 50,000 |70,000
depreciation 20,000 30,000 Bills receivable 25,000 {30,000
Bank overdraft 20,000 30,000 Marketable 25,000 {20,000
Bills payable 30,000 40,000 securities

Outstanding interest 10,000 15,000 Cash at bank 50,000 |80,000
Outstanding tax 10,000 |5,000

Retained earnings 50,000 |70,000

Total 3,40,000 |4,60,000 | Total 3,40,000 | 4,60,000

Income statement



17.

For the year ended Chaitra 31, 2070

Particulars Amount | Amount
(Rs.) (Rs.)

Sales 5,50,000

Less:  Cost of goods sold:

OpPeNiNg INVENLOTY ......ccociiiiiirieieiieee e 50,000

PUFCNESES ...ttt 3,00,000

ClOSING INVENTOTY ..o (70,000)

DITECT WAGES ...vvveeeiiiee ettt 20,000 3,00,000

Gross Profit ..o 2,50,000

Less:  Operating expenses:

Office & selling eXPENSES ......covvvirineireee e 60,000

Debenture Premium ..o 3,000

Interest on debentures .........ccccovcvvivvivicniiicie e 12,000

Depreciation including goodwill written off .................... 40,000] 1,15,000

Net Profit before other gain..........c.ccooieiiiciiiciis 1,35,000

Add: Gain on sale of plant

(Costs Rs.50,000, accumulated depreciation Rs.25,000) . 5,000

Net Income before tax .......ccocovvviieiiiienieiece e 1,40,000

LesS: TaX ProViSION .....cocccvvereeierieinenisese e 70,000

Net iNCOMe after taX ....coccveeeiereri e 70,000

Less: DIVIAENA ....c.oovieieiiiieie e 50,000

Retained arning ..........ccccccecvviieiieiieiicie e 20,000

Required: Cash flow statement showing

a) Cash from operating activities b)
activities

c) Cash from financing activities d)

equivalent items.
The following cash flow after tax are given below:

Year Project A| ProjectB
(Rs.) (Rs.)
0 (1,00,000) | (1,00,000)
1 7,000 9,000
2 7,000 8,000
3 7,000 7,000
4 7,000 6,000
5 7,000 5,000
The cost of capital is 10%
Required: a) Payback period
b) Accounting rate of return
c) Net present value
d) Profitability index

e) Internal rate of return

Cash from investing

Changes in cash and cash

[6+3+4+2]

[5x3=15]

18.

"Discounted cash flows criteria is more superior than non discounted cash flow

criteria to evaluate the projects”. Expain.

[15]



