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ENGLSIH VERSION

Instructions : (1) All questions carry equal marks.

(2) Answer any four questions.

1 The information below is taken from the financial records of two
companies in the same industry.

Particulars ABC Ltd. | XYZ Ltd.
Amt. (Rs.) | Amt. (Rs.)

Total sales (out of which 20% are

cash sales) 6,40,000 6,40,000
Cost of goods sold 4,48,000 4,16,000
Net Profit (after tax @ 50%) 32,000 51,200
Equity Share Capital 2,00,000 1,60,000
General Reserve 49,600 1,32,400
12% Debentures 2,00,000 1,65,000
Sundry Creditors 70,000 1,00,000
Bank Overdraft 18,000 40,000

5,37,600 5,97,400

Land-Buildings 2,40,000 2,30,000
Machinery 1,20,000 1,13,000
Stock 64,000 1,60,000
Debtors 80,000 72,000
Cash Balance 32,000 20,000
Preliminary Expenses 1,600 2,400

5,37,600 5,97,400
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From the above information, calculate the following accounting
ratios for both the companies and make brief comment on each
of them :

(1) Current Ratio

(2) Debtors Ratio (Consider 360 days of the year)
(3) Operating Ratio

(4) Rate of return on shareholders' funds.

(5) Rate of return on total capital employed.

2  The Balance Sheet of Nayan Ltd. as on 31-3-2020 is as under:
Liabilities Amt. (Rs.)|Assets Amt. (Rs.)
Equity share capital 4,00,000 | Land-Buildings 2,75,000
10% Preference share Machinery 2,87,500

Capital 1,50,000 [ Debtors 1,80,000
General Reserve 50,000 | Stock 1,20,000
12% Debentures 1,12,500 [ Bills Receivables 20,000
Creditors 1,50,000 [ Cash Balance 80,000

Bills Payables 50,000
Outstanding Exp. 20,000
Workmen Profit

Sharing Fund 30,000

9,62,500 9,62,500
Additional Information :
(1) Sales (Cash sales is 25% of the
credit sales) .......oooeeiiiiiiiiiiie Rs. 30,00,000
(2) Gross Profit ......coooeeeiiiiiiieeee e, Rs. 9,00,000
(3) Net Profit (Before Debentures
Interest and 50% Tax) ........ccoovveeveeinnnnn.. Rs. 4,33,500
Calculate the following ratios :
(1) Gross Profit Ratio
(2) Current Ratio
(3) Debtors Ratio (Consider 300 days of the year)
(4) Proprietary Ratio
(5) Net Profit Ratio
(6) Liquid Ratio
(7) Operating Ratio
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3  Prepare Cash Budget of Rakesh Ltd. for four months ending on
Dt. 31-12-2020 from the following information :

Particulars Total [Production | Administrative Selling

Sales| Expenses Expenses| Expenses

Amt. (Rs.)| Amt. (Rs.) Amt. (Rs.)|Amt. (Rs.)

June — 2020 5,00,000 25,000 18,000 20,000

July — 2020 6,00,000 30,000 16,000 22,000

Aug. — 2020 7,00,000 28,000 16,000 23,000

Sep. — 2020 6,50,000 32,000 18,000 24,000

Oct. — 2020 6,20,000 36,000 14,000 26,000

Nov. — 2020 5,60,000 40,000 15,000 28,000

Dec. — 2020 8,00,000 35,000 21,000 25,000

Other details are as under :

(1)

@)

®3)

(4)

(5)

(6)

()

@)

©

Cash sales is 20% of total sales. 50% amount of credit sales
is received in next month of selling, while 25% amount in
second month after selling and remaining 25% amount in
third month of selling.

Cost of sales is 70% of sales. Purchases of goods, to be sold
in current month, is done in previous month and creditors
are paid after one month.

Time lag for payment of production expenses is 1 month,
that of for administrative expenses is 1/2 month and for
selling expenses is 1/4 month.

Quarterly interest on 10% debentures of Rs. 2,00,000 is to
be paid at the end of September and December.
Company has installed new furniture in lieu of old furniture

in an ‘Exchange Offer’ and amount of difference for
Rs. 50,000 was paid in November 2020.

GST paid during October 2020 is Rs. 12,500.

Advance Income Tax Rs. 30,250 will be paid in December,
2020.

Refund order for Rs. 12,000 of last year Income Tax will
be received in October, 2020.

Cash Balance as on 1-9-2020 1s estimated Rs. 80,750.
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4  Prepare a cash budget for four months ending on 318! December

from the following information of Shivam Ltd.

Month Total Credit Wages Overheads

Sales | Purchases | Amt. (Rs.) Amt. (Rs.)

Amt. (Rs.) | Amt. (Rs.)

July 3,60,000 1,80,000 72,000 90,000
August 4,20,000 2,40,000 90,000 96,000
September 4,80,000 3,00,000 1,20,000 1,08,000
October 5,40,000 3,60,000 1,32,000 1,14,000
November 6,00,000 3,60,000 1,35,000 1,20,000
December 6,60,000 3,90,000 1,50,000 1,20,000

Other details are as under :

(1)
@)

3

(4)

(5)

(6)
()

@)

9)

(10)

(11

Cash Balance as on Dt. 1-9-2020 1s estimated Rs. 32,500.

Assume 40% of total sales are cash sales and 60% credit
sales.

Cash discount of 5% is allowed if the payment of amount
of sales is made within one month.

40% collection from debtors in next month and remaining
amount in the next month following.

Overheads include Rs. 12,500 per month for depreciation on
fixed assets.

The period of credit allowed by supplier is 2 months.

The time lag in payment of wages is 1/2 month and lag
in payment of overheads in 2 months.

In September, 2020 annual debenture interest at 10% on
Rs. 5,00,000 debentures is to be paid.

In December, 2020 instalment of Rs. 27,500 for purchase
of building is to be paid.

Dividend on investments amounting to Rs. 10,000 is expected
to be received on 30th September, 2020.

Refund order for Rs. 15,000 of last year Income Tax will
be received in October, 2020.
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5  Balaji Ltd. manufactures a product which is in heavy demand
in the market. The manager provides the following information
and requests you to prepare a flexible budget for 50%, 75% and
90% capacity :

(1) At 100% level of capacity, the number of units produced :
15,000.

(2) Details at various levels of production :

Particulars Capacity

40% 60%

Amt. (Rs.) | Amt. (Rs.)

Variable Expenses :

Materials 2,40,000 3,60,000
Wages 1,44,000 2,16,000
Overheads 84,000 1,26,000

Semi-Variable Expenses :

Salaries 3,12,000 3,48,000

Production Expenses 4,20,000 4,80,000

Fixed Expenses :

Depreciation 60,000 60,000
Insurance 15,000 15,000
Rent-Taxes 25,000 25,000

(3) All variable expenses will decrease by 5% above 60% of
capacity.
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6  Prepare flexible budget for overheads at 70%, 80% and 90%

capacity from the following information :

Particulars 70% 80% 90%
Capacity | Capacity [Capacity
Amt. (Rs.)
Variable expenses :
Indirect Wages — 90,000 —
Stores Expenses - 30,000 -
Semi-Variable Expenses :
Power (30% fixed,
70% variable) — 1,50,000 -
Repairs and Maintenance
(60% fixed, 40% variable) - 15,000 -
Fixed Expenses :
Depreciation - 25,000 -
Rent — Taxes — 15,000 —
Administrative Expenses - 10,000 -
Direct Labour Hours - 2,50,000 -
(Hours)

You are also required to find out absorption rate of overheads

per labour hour.
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7 Balance Sheets of Vandana Ltd. as on Dt. 31-3-2020 and
Dt. 31-3-2021 are as under :
Liabilities 31-3-2020 | 31-3-2021( Assets 31-3-2020 | 31-3-2021
Amt. (Rs.) |Amt. (Rs.) Amt. (Rs.) |Amt. (Rs.)
Equity shares of Goodwill 3,00,000 2,82,000
Rs. 10 each 13,00,000 | 22,40,000| Land-Buildings | 12,30,000| 8,40,000
General Reserve 8,40,000 5,40,000( Plant-Machinery| 3,60,000 7,80,000
Capital Reserve — 60,000] Investments 2,20,000 4,40,000
Profit and Stock 4,20,000 [ 10,50,000
Loss Alc 3,60,000 | 4,50,000] Debtors 4,80,000 [ 9,48,000
12% Debentures — 6,00,000| Bills
Creditors 2,70,000 3,60,000f Receivables 78,000 2,562,000
Bills Payables 2,40,000 1,08,000| Cash-Bank
Proposed Balance 3,60,000 3,36,000
Dividend 2,10,000 3,00,000( Preliminary
Provision for Expenses 42,000 30,000
Taxation 2,40,000 2,76,000| Debenture
Provident Fund 30,000 60,000] Discount — 36,000
34,90,000 | 49,94,000 34,90,000 | 49,94,000

Additional Information : During the year 2020-21 :

(1)

@)

®3)
(4)

(5)

(6)

Land and Buildings having cost value of Rs. 4,20,000 and
depreciated value of Rs. 3,00,000 were sold at Rs. 4,80,000.
Portion of capital profit from sale was transferred to Capital
Reserve and Revenue Profit was credited to Profit and Loss
Account.

Plant and Machinery was purchased for Rs. 5,10,000 during
the year.

Debentures were issued at 10% discount.

Bonus shares were issued to equity shareholders in proportion
of 5:2 from General Reserve.

Last year’s proposed dividend was paid and interim dividend
of Rs. 72,000 was also paid during the year.

Last year’s tax of Rs. 2,16,000 was paid during the year.

From the information given above, prepare Cash Flow Statement

as per Accounting Standard No-3. All necessary calculations are

to be shown as a part of answer.
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8 Following are the Balance Sheets of Shakti Ltd. as on
Dt. 31-3-2020 and Dt. 31-3-2021.
Liabilities 31-3-2020 | 31-3-2021( Assets 31-3-2020 | 31-3-2021
Amt. (Rs.) |Amt. (Rs.) Amt. (Rs.) |Amt. (Rs.)
Equity share Land-Buildings 4,80,000 4,90,000
capital 12,00,000 [ 16,00,000 Machinery 8,40,000 | 10,20,000
10% Redeemable Goodwill 50,000 40,000
pref. Share Patents 60,000 48,000
Capital 8,00,000| 6,00,000| Investments 8,562,000 8,52,000
10% Debentures 1,00,000 50,000( Stock 5,70,000 | 6,74,000
Long-term Debtors 2,60,000 2,92,000
Bank Loan 1,26,000 1,08,000| Prepaid
Profit and expenses 8,000 10,000
Loss Ale 3,70,000 3,04,000( Cash Balance 20,000 4,000
Other Reserves 1,04,000 1,90,000| Bills
Securities Receivables 60,000 70,000
Premium 20,000 60,000
Creditors 1,80,000 2,00,000
Bills Payables 24,000 70,000
Bank Overdraft — 18,000
Provision for
Taxation 76,000 80,000
Proposed
Dividend:
On equity
share capital 1,20,000 1,60,000
On Preference
share capital 80,000 60,000
32,00,000 | 35,00,000 32,00,000 ( 35,00,000

Additional Information :

(1)
@)

Income Tax of Rs. 65,000 has been paid.

Machinery having written down value of Rs. 22,000 has been

sold at a profit of Rs. 3,000 and new machinery has been
purchased at Rs. 2,30,000.

®3)
(4)
(5)

Equity shares are issued at 15% premium.

Preference shares are redeemed at a premium of 10%.

Debentures are redeemed at a premium of 10%.

You are required to prepare Cash Flow Statement as per
Accounting Standard No. 3.
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