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Answer ALL questions (5 x 20 = 100 Marks)

1.
Compulsory (Case Study):

In the early 2003 Big Brother decided to expand his business activities.  He thought that a company form of business would help him in augmenting the resources needed for expansion purchases.  Further he wanted to limit his liabilities.  Accordingly, Big Brother sold his entire business (with all assets and liabilities) to a company Big Brother & Co. whose members included Big Brother, his wife, his son and daughter.  The Big Brother & Co was incorporated under the Companies Act 1956 and commenced its business.  The company also raised finance through loans from State Bank of India and the State Finance Corporation.  It also invited the public deposits.

At the end of the accounting year Big Brother wanted to know the financial status of the company.  The accountant accordingly prepared an income statement and found out the profit made by the company.  However, before he could complete his task of preparation of financial statements, he fell sick and was bed-ridden.  Not satisfied with the profit figure reported by the accountant, Big Brother wanted to know how much outsiders owe him and how much he owes to the outsiders.  But, he was helpless as he was not fully conversant with accounting tricks.


Help him prepare the relevant financial statement from the following:

	S. No.
	Assets and Liabilities
	Amount (Rs. in lakhs)

	1
	Investments
	1.53

	2.
	Share Capital
	9.76

	3.
	Deposit with Electricity Board
	0.22

	4.
	Loans
	28.98

	5.
	Cash
	0.75

	6.
	Stock
	5.63

	7.
	Current liabilities
	5.34

	8.
	Advances to employees
	0.45

	9.
	Public deposit
	2.86

	10.
	Debtors
	3.12

	11.
	Fixed Assets
	35.2


2.
Show how Zero Base Budgeting is superior to Traditional Budgeting.

(OR)

3.
The following information is available in respect of ABC Ltd.:

i.
Materials are purchased one month before being used and payment is made to suppliers two 
months after receipt of materials


ii.
Cash is received from customers three months after finished goods are sold and delivered 


to them


iii.
No time lag applies to payments of wages and expenses


iv.
Cash balances at the beginning of April is Rs.10,000/-


v.
The following figures apply to recent and future months:
[P.T.O]

	Month
	Materials Received
	Sales
	Wages & Expenses

	January
	20000
	30000
	9500

	February
	22000
	33000
	10000

	March
	24000
	36000
	10500

	April
	26000
	39000
	11000

	May
	28000
	42000
	11500

	June
	30000
	45000
	12000

	July
	32000
	48000
	12500

	August
	34000
	51000
	13000


Prepare cash flow forecast from months April to July. Workings should form part of your answer.
4.
The Standard Ratios prevailing in a particular industry and the actual ratios of X Co. Ltd belonging to same class of industry are furnished below. You are required to analyse the ratios and comment on the performance of the company. Make assumptions as might be necessary.

	S. No
	Ratio
	Industry Standard
	Company Actual

	1.
	Current Ratio
	2.4
	2.67

	2.
	Debtors Turnover ratio
	8 times
	10 times

	3.
	Stock Turnover Ratio
	9.80 times
	3.33 times

	4.
	Asset Turnover Ratio
	2 times
	1.43 times

	5.
	Net Profit Ratio
	3.30 %
	2.10 %

	6.
	Net Profit to Total Assets Ratio
	6.60%
	3.00%

	7.
	Net Profit to Net Worth ratio
	10.70%
	4.80%

	8.
	Total Debts to Total Assets
	6.35
	37.7


(OR)
5.
The Balance Sheet of XYZ Company is given below:

	Liabilities
	Amount
	Assets
	Amount

	Equity
	250
	Fixed Assets
	400

	General Reserves
	280
	Stock
	460

	P & L  A/c
	30
	Debtors
	460

	Secured loans-Long term
	300
	Cash in Hand
	10

	Secured loans- Short term
	360
	Investments
	50

	Creditors
	150
	Misc. Expenditure
	20

	Other Liabilities
	30
	
	

	Total
	1400
	Total
	1400



Additional Information:


(a)  The Profit for the current year is Rs.120 lakhs.
(b)  Interest Paid during the year Rs.120 lakhs.

(c).  Taxation @ 40%


You are required to calculate Debt Equity ratio, Current Ratio and Interest Coverage ratio.
6.
Write a note of AS – 3, Cash flow statements. Illustrate the proforma of Cash flow Statement as per AS – 3 requirements with imaginary figures.

(OR)

7.
Distinguish between Cash flow and Fund flow statements. How do they help in decision making?
8.
Sachs enterprises produce electronic components with selling price per unit of Rs.100.  Fixed cost amount to Rs.2,00,000/-


5000 units are produced and sold each year.  Annual profits amount to Rs.50,000.  


The company proposes to change its production process, adding Rs.4,00,000 to investment and Rs.50,000 to fixed operational costs.  The consequences of such a proposal are:


(a)
Reduction in variable cost per unit by Rs. 10

(b)
Increase in output by 2000 units


(c)
Reduction to selling price per unit to Rs.95.


Assuming an average rate of return is 10 % examine the above proposal and advise whether or not the company should make the change.

(OR)
9.
Explain in detail the limitations of the Cost Volume Profit analysis.






