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QP Code : BF-7327

REVISED COURSE (NEW PATTERN) 4
[ Total Marks : 60

(2 Hours)

N.B.: (1) All questions are compulsory and carry 15 marks each.
(2) Working notes should form part of your answer.
b (3) Proper presentation and neatness is essential.

(4) Use of simple calculator is allowed.
g details. Estimated level of activity
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” Ruby manufacturing company gives the followin
; 26,000 units of production for the year 2013-14.

Estimated Cost per Unit is :—

. Rs.
Raw materials 20
Direct wages 8
Overheads 16
Selling price 50

Further information :—
(1) Raw materials in stock average 4 weeks consumption.

~~(2)- Work-in progress 2 weeks. “ </
(3) Finished goods in stock 2 weeks:
(4) Credit allowed by suppliers 2 weeks.e
(5) Credit allowed to debtors 3 weeks. ©
(6) Lag in payment of wages and overheads 1 week.
(7) Cash at Bank for smooth operatioh is expected to be Rs. 24,000.
(8) Production is carried on evenly throughout the year: '
(9) Provide a margin of safety at 10%. '
(‘1 0) Debtors are to calculated at s’ta/l],ir_lg,pricc.
(11) 25% purchases and 20% sales are against cash.
You are required to prepare a statement showing worldnggapital requirements

for the year 2013-14.

OR
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to the EUIOPean 0 4-15 after c d ] 1,50, 00 ts. el of
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(1) p,—oductlo during o be sned g _ ;
ctivity i ten f;;ost 1o selling P ce are -
2 The expect ;
" Raw mater? 4 OZ/A’
Direct w28 20‘; : : - :
Overhe? %ﬂagly ain in stor® for 3 onths bif;fc production,
G) e mat:' rodurctl p remains in the process for 2 MO
4 E.vc.ry tof p 0 warchouse for 3 months. .
(5) Finished 80 . 4 months from the date of the delivery ;
(6) Credit allowed by the creditors is ) i;
of raw materia’ N
(7) Credit giver g debtors is 3 months fr0 the date of dispatc ‘
(8) The estimated palance of cash to be held Rs..l,50,000- !
(9) Time lagin payment of wages and OV?fheads is 5 montb- gt
(10) Selling price would be Rs: 10 Per unit for the year 2014-15. i
(11) There is regular purchase, production and sale cycle- - |
(12) You are required to make provision of 10% for contingency- g 5
(13) During the processing labour and overheads accrué evenly.
v Bal}ancc sheets of Power Play Ltd. are given below = ' 18
Balance sheet as at (Rs. in Lakhs) i
' 10213
Liabilities 31-03-13| 31-03-14| Assets 31-03-13|31-03-14
[Equity Share Capital | 6.50 3.00 |Land & Building —0 | 235 il
0 . F . : ¢
. 94 Pref, Share Capital| 4.00 | - 3.00 |Plant & Machinery | -9.30 T 12.60 1
_}General Reserve 0.64 0.89 |Investments T . v
i Trade Payables 4.14 395 | Th . 4.19 4.01 3
[Bank Overdraft rade Receivables | 1.48 | 2.29
_ ’m% fen : 2.18 3.10 |Advance Income Tax| 1.10 1‘3 )
: 1.00 2.60 | Cash Balance _ 35 | e
Outstanding Exps. | 0.25 | 032 |Dis — 018 | 010 |
J«Pr'dposed Dividend 0.65 0.80 ; sl L + 0.40 0.30
f{’FﬁJVisioh For Tax 115 1-50 of Debentures
. ; ;
[ Total 2070 | 2
5.80 T )
' otal i
21.70 | 25.80 |
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You are requjred to prepare Cash Flow Statement as per AS-3 by Indirect Method after

considering the following :
(i) 9% Preference Share Capital was partially redeemed on 01-04-2013 and
nd is paid in March every year.

01-04-2013.

d & Building was Rs. 50,000

preference divide
(ii) Additional 10% Debentures were 1ssued on
(iii) Depreciation provided during the year on Lan
and on Plant & Machinery was Rs.-80,000.
(iv) Investments of Rs. 50,000 were sold at profit of Rs. 10,000.
(v) Income Tax assessment was completed for the year ended 31-03-2013 on

01-01-2014 at Rs. 1,15,000.

All the amounts in this cash flow statement should be depicted as Rs. in Lakhs.

OR
2. Following are the Balance sheets of Yash Ltd. 15
Balance Sheet As at 315t March
| Liabilities 2013 2014 | Assets . 2013 2014
L T T Ld

Equity Share Capital | 6,00,000 |~ 800,000 | Goodwill - 20,000 15,000

15% Pref, Share Capital| “3,00,000 2,00,000 | Building * 2,40,000 2,10,000
General Reserve " 1,80,000 | 230,000 | Machinery 6,15,000 | 6,07,000
Profit & Loss A/c ! - - 55,000 | Investments ' 1,25,000 1,00,000
20% Debentures 2,00,000 - Inventory ¢ 2,60,000 | 290,000
Bank Overdraft ' 1,40,000 | 1,60,000 | Trade Receivables | 337,000 | 487,500
Trade Payables (*'' | 141,500 | 196,500 | Advance Income Tax| ~ 37,500 40,000
Outstanding Exps. " 28,500 23,500 | Cash & Bank 30,500 40,500
Proposed Dividend “ . 60,000 80,000 | Profit & Loss Alc 20,000 -
Provision For Tax L 35,000 45,000

Total 16,85,000, 17,90,000 Total 16,85,000 | 17,90,000

You are required to prepare Cash Flow Statement as per AS-3 by Indirect Method,

after considering the following :
(i) 15% Preference Capital was partlally redeemed on 31-03-2014 and

preference dividend is paid in March every year.
(ii) 20% Debentures were converted into Equity Shares on 31- 03-2014
(iii) Additional Machinery of Rs. 1,10,000 was purchased during the year.
(iv) Investments of Rs 40,000 were sold at Rs. 25,000,
(v) Income Tax assessment was completed for the year ended 31-03-2013 at
Rs. 35,000 and reﬁmd of Advance Tax of Rs. 2,500 was received on

01-01-2014 [ TURN OVER
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¢ of Rs. 160 Jakhs in fully 15
. tering i ent OL =~ % p.a. On
o b nsidering mvcs.,tn.l hinery @20% p-a-

3. Sangam Industries Limited 1:'m co S ides depremanogl ot; :,nang years is NIL. The
automatic Machine. -[0° i alue of the machin® 2" i he CXPected profits before
straight line basis. The serap v e on the annual profits. T P depicte d below.

ays income tax @}0/“ 5 years of operatlon
company pay ; tax for the next 5 Y€ for next 5 years.
depreciation and income tax - value) of Re 1 @10% rate
You are also given PV (preset gstimated profit
pefore depreciation and
income tax Rs.)
pv of re 1 .
o 0.909 55,00,00
: 0.826 50,00,000
: 0.751 45,00,000
2 0.683 44,00,000
5 0.621 42,00,000
You are required to calculate :
(a) Net present value .
(b) Pay back period.
OR ' ‘ s ok
/3. Joy Forever Products Limited wants to buy ‘a machine. There are two alternative
models, Heera model and Panna model, whose particulars are as under —
Name of the model Heera (Rs.) Panna (Rs.)
Cost | | 44,00,000 38,00,000
Life Expectancy 4 Years 4 Years
Profit after Depreciation @25% p.a. on
straight line basis but before Income Tax
Year 1 12,060,000 10,00,000
Year 2 | 10,00,000 9,00,000
Year 3 8,00,000 8,00,000
Year 4 6,00,000 8,00,000 |
The Company pays Income Tax @30%. The scrap value of the machines at the end
:sf tl:zgz l?ff:ars would be NIL. The present value of Re. 1 @10 discounting factor is
Year . PV of Rel
1 0.909
2 0.826
3 0.751
& 0.683 -
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You are required to calculate -

(i) Net present value (NPV) of each mod_gl.
(ii) Rate of Return of each model on initial investment.
You are required to offer your comments as to which model should be chosen by

the management.

4. (a) Select the correct alternative and rewrite the sentence *—
rking capital changes is Rs. 4,80,000, decrease

/-/ Cash Inflow before wo ,80,0
" in inventory is Rs. 60,000, Increase in Receivables position is Rs{'80,000)

and increase in payables position is Rs. 70,000, then cash flow from

operational activity is ——————.
(a) Rs. 5,50,000 (b) Rs. 4,30,000

(c) Rs. 5,70,000 £) Rs. 5,30,000

The duration of net Working Capital operating cycle will be decreased
by

(a) “Increase in raw material storage period

(b) Decrease in Receivables collection period

(c) Decrease in creditors payment period
d) Increase-in production process duration.

e Debentures Interest pajd is Rs( 80,000,) Proposed Dividend on Equity
Shares. is' Rs.” 1,50,000,.Preference dividend paid is Rs. (1,20,000;)
Provision for Tax is Rs(.90,000,) then cash outflow from financial activity

A

15 4
(a) Rs. 3,50,000 (b) Rs. 4,40,000

(c) Rs. 2,00,000 (d) Rs. 2,80,000
e In cash flow statement will not bé considered as financing

activity.

\

(a) Interim Dividend paid

(b) Proposed Dividend on Equity Shares
(c) Preference Dividend paid
4d) None of the above

& Cost of Initial Investment in Machinery is Rs. 22,00,000. Total
discounted cash inflow during operational period of 5 years is
Rs. 27,72,000. The Profitability Index is -

 (a) 1.25 ) 1.26
(c) 0.79 (d) 0.80

|

|
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; | ' :ished goods costin

g : ‘ annum. Finis : g

/ 288,000 units P " he value of finished goods
B onths-

.Rs- 95 pcf uﬂl aru]d bc —_’/-—-"- . 45’60’000

Rs A
in the 040V V00 45,000 - g 45,00,000

fit after Tax durin
_ Total Net Pro g
Machioery is K. 14L0%%0 23,52,000. Then Average Rate of
18 IRo- ’ ?

——— "

yis— ) 56%
(@) 27% (@) 54% :
inished goods storage period

riod is 25 days and average
sh conversion cycle qeriog

T

Raw material storage pcriod is 45 day:; 1:
is 30 days; average creditors paym:?Ir;1 ;:1 <
debtors collection period 1S 40 days;

is —gp—— " _{b) 140 days

2) 60 days
((c) 90 days (d) 80 days

A T T T

(B) Match the column with the miost appropriate choice and rewrite :—
Group A ) @ Group B

o Profitability Index is I€ss than-one o Financing Activity in
# Cash Flow Statement
_s Cash Cost Working Capital e Preference shares
e Proposed Dividend e Investing Activity Inflow in
. ' Cash Flow Statement 3
~ Tssue of Right shares o Time Value of Money 6-
e Procceds from sale of old .« Investment Proposal Should
fixed assets be rejected ‘

o Net Present Value e Indirect'Method 7 _
e Cash Flow Statement o Debentures

i

et S AT pR T

R

Cost of Inventory excluding
depreciation

a4 Neither Cash inflow nor outﬂow. piad
4. Write short notes (any three) :— | i i
.(.1') Components of Net Working Capital : ; B L
(i) Investing Activities in Cash Flow Statement

(iii) Net Present Value of Investment Proposal

(iv) Average Rate of Return (ARR) as a tool for ap

(v) Financing Activities in Cash Flow Statement. praisal of Investment Propass:
‘ n
S
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