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SECTION-A

Answer any TWO questions: (15x2= 30)

1) The Management Accountant is the channel through which this information efficiently

and effectively flows to the management. Describe his role and functions in light of

the statement.

2) From the following information, Prepare relevant ratios.

Current ratio 2.5

Liquid ratio 1.5

Proprietary ratio 0.75

(Fixed assets/Proprietor*s fund)

Working capital Rs 60,000

Reserves and Surplus Rs 40,000

Bank overdraft Rs 10,000

There is no long term loan or fictitious assets.

3) The following Balance Sheets are given.

Liabilities 2021 2022 Assets 2021 2022

Rs Rs Rs Rs

Equity Share Capital 3,00,000 4,00,000 Goodwill 1,15,000 90,000

Redeemable Pref. Capital 1,50,000 1,00,000 Land and Building 2,00,000 1,70,000

General Reserve 40,000 70,000 Plant 80,000 2,00,000

Profit and Loss account 30,000 48,000 Debtors 1,60,000 2,00,000

Proposed dividend 42,000 50,000 Stock 77,000 1,09,000

Creditors 55,000 83,000 Bills Receivable 20,000 30,000

Bills payable 20,000 16,000 Cash in Hand 15,000 10,000

Provision for Taxation 40,000 50,000 Cash at Bank 10,000 8,000

6,77,000 8,17,000 6,77,000 8,17,000

It is also given that:

a) Depreciation of Rs 20,000 on land and building and Rs 10,000 on plant has been
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charged in 2022

b) Interim dividend of Rs 20,000 has been paid in 2022

c) Income tax Rs 35,000 has been paid during 2022

Prepare Cash Flow Statement for the year 2022

4) a) Prepare a Comparative Income Statement from the following and interpret:

(5 marks)

Particulars 2020-21 2021-22

Rs Rs

Revenue from Operations (Sales) 2,00,000 2,50,000

Less: Cost of Goods sold (1,00,000) (1,25,000)

1,00,000 1,25,000

Less: Operating Expenses (10,000) (10,000)

90,000 1,15,000

b) From the following statement of Profit and Loss of Sunny Ltd., prepare a

comparative statement of profit and loss. (10 marks)

Particulars 31.03.2022、31.03.2021

I. Income

Revenue from Operations 22,00,000 20,00,000

Other Income 40,000 40,000

Total Revenue 22,40,000 20,40,000

II. Expenses

Purchase of Stock-in-Trade 17,00,000 16,00,000

Change in Inventories 80,000 60,000

Employee benefit expenses 70,000 60,000

Finance costs 50,000 50,000

Depreciation 20,000 15,000

Other expenses 50,000 35,000

Total Expenses 19,70,000 18,20,000

III. Profit Before tax (l-ll) 2,70,000 2,20,000

Less: Tax 81,000 66,000

IV. Profit After tax 1,89,000 1,54,000

SECTION 一 B

Answer any FOUR questions : (5x4= 20)

5) The balance sheets of Shaheen Ltd., are given for the year 2021 and 2022. Convert

them into common size balance sheet.



, Net Sales: Rs1,000,000

Average Accounts Receivable: Rs80,000

Accounts Payable: Rs60,000

Calculate the turnover ratios for ABC Company and interpret them.

10) What are the demerits of cash flow statement?

SECTION 一 C

Answer any FIVE questions : (2x5= 10)

11) In an organisation, provision for taxation as on 31st December, 2022 was Rs 16,000

and on 31st December, 2023, was Rs 18,000. Provision for taxation of Rs 19,000

was made during the year 2023. What is the tax paid during the year?

12) Mention any TWO examples of Current Assets.

13) What is a comparative analysis?

14) What is the meaning of the term Management Discussion Analysis?

15) Define financial statements as per Smith and Asburne.

16) ABC Company has current assets of Rs120,000 and current liabilities of Rs80,000.

What is the current ratio of ABC Company?

17) What is assets turnover ratio?
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SECTION-A

Answer any TWO questions: (15x2= 30)

1) Explore the benefits of cultural diversity management in organizations. Analyze

how a culturally diverse workforce contributes to better customer service,

problem-solving, innovation, and organizational image.

2) Due to cultural differences, there might be some obstacles to overcome when

working in a multicultural team. In this context elaborate on the skills and

competencies required to manage multicultural teams.

3) Evaluate the impact of cultural dimensions on leadership styles and organizational

behavior, drawing upon insights from Schwartz's Theory of Basic Human Values

4) A female employee comes to you two days ago crying because she is dating

another employee, a co-worker. She is so upset that she is not getting any work

accomplished, so her supervisor sent her to you hoping you can come up with a

solution. She is open to a transfer, if that is available.

Is a transfer a possible solution? If not, outline other possible solutions that you

would share with this employee.

SECTION 一 B

Answer any FOUR questions : (5x4= 20)

5) Explain the benefits of Cultural Diversity.

6) Explain the steps to deal with discrimination at workplace.

7) Explain how to implement DEIB policy in culturally diversified organisations.

8) Compare and contrast Hofstede's Cultural Dimensions Theory with Kluckhohn and

Strodtbeck's framework for understanding cultural values. Highlight similarities

and differences between the two approaches and discuss how each contributes to

a deeper understanding of cultural diversity.

9) Evaluate the role of collectivism, both institutional and in-group, in shaping

organizational culture and employee behavior. How does this influence teamwork

and individual performance?
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' 10) Compare and contrast the challenges faced by multicultural teams in managing

cultural differences with the impact of demographic shifts on diversity

management in organizations. How do these factors intersect, and what strategies

can organizations implement to address both effectively?

SECTION-C

Answer any FIVE questions : (2*5= 10)

11) Define workforce diversity and provide one example of a dimension of diversity in

the workplace.

12) Differentiate between Animalistic and Mechanistic Dehumanisation.

13) Mention the advantages of having multicultural teams in an organization.

14) Define the concept of workforce diversity and briefly explain its significance for

organizational success.

15) What does the Masculinity vs. Femininity dimension explore in Hofstede's Cultural

Dimensions Theory, and how does it impact societal values?

16) Explore the intersection between diversity and environmental sustainability,

discussing how organizations can integrate efforts to create inclusive workplaces

with initiatives to promote social justice and environmental responsibility.

17) Evaluate the importance of effective leadership in managing multicultural teams,

highlighting key strategies for fostering trust, collaboration, and cohesion across

diverse cultural backgrounds.
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Income Tax Law and Practice-ll

Max Marks:60

1) The following is the Receipts and Payment A/C of Dr. Usha Joshi a medical
Dractitioner for the year ended 31-03-2023:

Receipts Rs. Payments Rs.

To balance b/d 60,000 By Clinic Rent: 2021-22 12,000

To Visiting Fees: 2021-22 25,000 2022-23 3,000

2022-23 70,000 By Staff Salary: 2021-22 15,000

To Consultation Fees 65,000 2022-23 15,000

To Sale of Medicine 25,000 By Rates &Taxes 5,000

To Operation Theatre Rent 35,000 By Electricity and Water 4,000

To Dividend from Co­
operative Society

10,000
By Purchase of Surgical
Equipment

30,000

To Interest 20,000 By Purchase of Medical Books 4,000

By Motor Car Expenses 15,000

By Medical association
Membership Fees

5,000

By General Expenses 50,000

By Audit Fees 20,000

By Contribution to PPF 10,000

By Diwali Expenses 1,000

By Purchase of NSC VIII Issue 12,000

By Medicine Purchased 20,000

By Donation to Prime Minister's
National Relief Fund

10,000
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By Balance c/d “79,000

3,10,000 1 3,10,000

Additional Information:
1. Cash payment of Rs. 5,000 was given to him by a patient in appreciation of his
medical service but was not accounted for in the books of accounts.
2. 1/3rd of motor car expenses relate to personal use. Depreciation on motor car
allowable under the Income Tax Act was Rs. 6,000 for professional use.
3. General expenses include Rs. 20,000 spent in U.K where she had gone to learn
latest techniques in surgery.
4. Mrs. Joshi celebrated the marriage of her daughter with pomp and show by
spending Rs. 2,00,000. But when questioned by ITO she could account only for
Rs.1,00,000.
5. Audit fees include Income Tax Appeal expenses Rs.15,000.
6. The rate of depreciation on surgical equipments is 15%. The WDV of surgical
equipments brought forward from earlier year Rs. 23,000. He sold equipments for
Rs.8,000 during the current year.
Compute Business Income for the AY.

2) Mr. Sripad owns 2 acres of agricultural land in an urban area of Chittur which he
sold on 30th November 2022 for Rs. 50,00,000.
Other particulars are:

Cost of 2 acres of land purchased in 1997 Rs. 3,00,000.
F.M.V. as on 1-4-2001 Rs. 4,50,000.
Selling expenses Rs. 50,000.

Mr. Sripad purchased 2 acres of agricultural land in a rural area for Rs. 10,00,000
on 10-6-2023.

He purchased a plot to construct a residential building for Rs. 3,00,000 in
Kaakinada

He deposits Rs. 3,00,000 in a scheduled bank in CGAS on 30-7-2023.
Compute the taxable capital gain for the A. Y, 2023-24.
Cllfor 2001-02: 100, and 2022-23:331

3) Mr. Baipu reddy furnishes the following particulars of his income relating to the RY.
2022-23.
i. Dividend from UTI Rs. 40,000
ii. Dividend from Tata Ltd Rs. 10,000

iii. Dividend from foreign company Rs. 12,000
iv. Dividend from Co-operative society Rs. 4,000



v. Interim dividend at 10% on shares Rs.2,000
vi. Interest on term deposit at Bank (net) Rs.21,528
vii. Directors fees Rs.40,000
viii. Family pension amount Rs.12,000
ix. Income from letting machinery, plant and furniture Rs.36,000
x. Monthly Rent received on subletting house (house was hired On rent of Rs.
1,000 p.m.) Rs. 2,000
xi. Winning from lottery (net) Rs. 69,100
xii. Winning from card games (gross) Rs. 6,000
He claims the following expenses:
Collection charges of dividend Rs.1,200
Interest on loan taken for the purchase shares Rs. 2,000.
Repairs insurance and depreciation amounting to Rs.12,000 on let out machinery
etc.
Loss on card games Rs. 10,000
Compute the income from other sources for the A.Y. 2023-24

4) Prithvi a resident of New Delhi furnished the following information for the financial
year 2022-23:
Basic salary Rs. 4,80,000
Bonus Rs. 1,30,000

Commission (fixed) Rs. 1,48,000
HRARs. 1,20,000

Employer's contribution to recognized provident fund Rs. 62,400
During previous year, the employer has provided a laptop computer for using it for
official and private purpose. Ownership is not transferred. Further the employer
provides club facility for official use.
He owns a house property which is used by him for his own residence. Municipal
valuation of the house property is Rs. 1,30,000; where as the standard rent under
the Rent Control Act is Rs. 1,20,000. He makes the following expenditures in
respect of house property: Municipal taxes Rs. 13,000, repairs Rs. 11,000, interest
on capital borrowed to pay Municipal tax Rs. 3,150 and insurance Rs. 1,600.
Besides, he has received Rs. 1,69,000 as interest from deposit in savings bank
account.

He has received different gifts from A- Rs. 25,000 on 1st November 2022 and from
B Rs. 26,000 on 1st January 2023.

During the previous year he makes the following expenditure and investments:
Contribution towards RPF is Rs. 1,40,000.



Payment of insurance premium on own life policy (sum assured in 2006: Rs.
60,000) is Rs. 14,000
Donation to the National Defence Fund is Rs. 3,200.
Determine the net income and tax liability under both tax regimes for the AY 2023-
24.

SECTION 一 B

Answer any FOUR questions : (5x4= 20)

5) Mr. Amitabh prepared the following profit and loss account of his cloth shop for the
year ended. Find out his income from business for the AY.

Particulars Rs Particulars Rs

Salaries and wages 33,000 Gross Profit 3,34,725

Rent 1,600 Gifts received from relatives 275

Household expenses 82,000

Income Tax 900

Advertisement 800

Postage expenses 600

Gifts to relatives 900

Fire Insurance Premium 400

Life Insurance Premium 2,100

Bad Debts Reserve 800

Audit Fees 400

Net profit 2,11,500

3,35,000 3,35,000

6) Show the format for computation of Short Term Capital Gain including the
exemption available for Short Term Capital Asset.

7) What is grossing up of interest? State the rules for grossing up of interest.

8) Compute the tax liability of Mr. Bhagath (aged 42), having total income of Rs. 51
lakhs for the Assessment Year 2023-24. Assume that his total income comprises
of salary income, income from house property and interest from saving bank
account.

9) Explain the structure of PAN and transactions where quoting PAN is mandatory.



10) Explain the duties of Income Tax Authorities.

SECTION - C

Answer any FIVE questions :

11) State any four expenses admissible under Income from Business.

12) Describe the meaning of Short Term Capital Gain.

13) What is meant by Commercial securities?

14) What is carry forward of losses?

15) How do we determine Total Income?

16) What is Scrutiny Assessment?

17) Describe E-Filing of Returns.

(2x5= 10)

士***************
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SECTION-A

Answer any TWO questions: (15x2= 30)

1) The investment process involves a series of activities leading to the purchase of

securities or other investment alternatives. Explain.

2) A chemical company paid a dividend of Rs.2.75 during the current year. Forecasts

suggest that earnings and dividends of the company are likely to grow at the rate

of 8% over the next five years and at the rate of 5% thereafter. Investors have

traditionally required rate of return of 20% on these shares. What is the present

value of the stock?

3) You are evaluating an investment in two companies whose past ten years of

returns are shown below:

Year 1 2 3 4 5 6 7 d 9 10

Return % RNM 37 24 -7 6 18 32 -5 21 18 6

Return % SLT 32 29 -12 1 15 30 0 18 27 10

Calculate the risk and return of portfolio consisting of two assets with the

proportion of 50% and 50% .

4) An investor wants to build a portfolio with the following four stocks. With the given

details find out his portfolio return and construct optimal portfolio. The investment

is spread equally over the stocks.

The risk free rate of interest is 5% and the market variance is 10 and market

return is 10%.

Company a P Residual Variance

Sneha 0.17 0.93 45.15

Neha 2.48 1.37 132.25

Asha 1.47 1.73 196.28

Priya 2.52 1.17 51.98
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Answer any FOUR questions :

SECTION - B
(5x4= 20)

5) Explain any five money market instruments.

6) Explain the factors that Investors should consider while analyzing an industry.

7) The probabilities and associated returns of Modern Foods Ltd are given below.

Calculate the standard deviation

Return (%) Probability

34 0.42

38 0.22

40 0.23

42 0.11

44 0.02

8) Explain the three forms of Market Effeciency.

9) The field of technical analysis is based on three assumptions. Explain.

10) The following information is provided regarding the performance of two funds

namely Sundaram Growth and Sun F&C Value for a period of a six months

ending August 2020. The risk free rate of interest is assumed to be 9%. Rank

them with the help of Sharpe Index and Treynor Index.

Rp 叩 3
Sundaram Growth 25.11 9.01 0.56

Sun F&C Value 25.01 3.55 0.59

SECTION 一 C

Answer any FIVE questions : (2x5= 10)

11) Who is an investor and how does he differ from a speculator?

12) A share is currently selling for Rs.65. The company is expected to pay a dividend

of Rs.2.50 on the share at the end of the year. It is reliably estimated that the

share will sell for Rs.78 at the end of the year. Assuming that the dividend and

price forecasts are accurate, would you buy the share to hold it for one year, if

your required rate of return were 12%?

13) An investor owns the share of Rise Company, whose current cash dividend is

Rs.3. The constant growth rate in dividend is 16% per year and the required rate

of return is 20%, What is the value of the Rise Compan/s share?



14) Mr. Z has selected 2 securities A and B for his portfolio. The following information

is provided by him:
A I B

Expected Return 10% J 15%

Risk 5% 7%

If he invested 40% funds in A and 60% in B, find the portfolio return.

15) What is meant by market risk?

16) What is meant by Trend Analysis

17) Calculate Jenson's Index for HDFC Mutual Funds from the following using the

following information:

Return 15%

Beta 1.15

Return on market index 14%

Risk free return 5%

*:Wr****************
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SECTION-A

Answer any TWO questions: (15x2= 30)

1)The financial details of 12 companies for the year 2022-23 are given below along

with expected growth rates. Calculate their Cost of Equity share.

2) Abacus ltd is considering two mutually exclusive projects X and Y. Project X

costs Rs. 300000 and Project Y Rs. 360000. You have given below the NPV

probability distribution for each project.

SI.

No.
Company

Face value

(Rs)

Dividend

(%)

Market price

(Rs.)
Expected growth rate

(%)

1 A 10 18 34 4

2 B 2 85 77 6

3 C 2 225 281 8

4 D 10 38 103 5

5 E 10 20 78 5

6 F 10 15 190 6

7 G 10 10 34 4

8 H 10 18 234 7

9 I 10 40 83 3

10 J 10 15 19 6

11 K 10 10 40 5

12 L 10 80 115 8

Project X Project Y

NPV(Rs) Probability NPV (Rs.) Probability

30000 0.10 30000 0.20

60000 0.40 60000 0.30

120000 0.40 120000 0.30

150000 0.10 150000 0.20
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Compute

1)The Expected NPV

2) The Risk associated to each project i.e standard deviation

3) Comment on your answers and state which project would you recommend

based on coefficient of variation?

3) The following information is available in respect of a company:

Capitalization rate (Ke) = 0.12

EPS = Rs.15

Rate of return on investments (r): (i) 0.15 and (ii) 0.10

The company wants to know the effect on the market price of its shares under the

two possibilities of r (i.e., 0.15 and 0.10) under two options: (i) if it does not declare

any dividend and (ii) if it declares Rs.15 as dividend. Using Walter*s Model, explain

the results obtained by you.

4) Explain in detail the Transaction Cost Theory.

SECTION - B

Answer any FOUR questions : (5*4= 20)

5) A company expects a net income of Rs.80,000. It has Rs.2,00,000,8%

debentures. The equity capitalization rate of the company is 10%. Calculate the

value of the firm and overall capitalization rate according to Net Income Approach.

If the debenture debt is increased to Rs.3,00,000 what shall be the value of the
firm and overall cost of capital.

6) Shresta Limited is attempting to evaluate two mutually exclusive Projects A and B

Each project requires a net investment of Rs. 10,000 and the annual cash flows

from each of the projects is estimated at Rs. 2,000 p.a in the next 15 years. The

company's cost of capital may be taken as 10%, The management has made the

following optimistic, most likely and pessimistic estimates of the annual cash

inflows associated with each of these projects.

You are required to give your considered opinion for helping he management in

arriving at a decision.

Project A (Rs) Project B(Rs)

Initial Investment 10,000 10,000

Estimated cash inflows (per annum)

Pessimistic 1,500 一

Most Likely 2,000 2,000

Optimistic 2,500 4,000



7) Apply MM Hypothesis & determine the share prices of the following companies

after declaration of dividend.

Company :

Face

value of

the

share

Price of the

share before

declaration of

dividend

Dividend

per share |

(Rs)

Cost of equity
(%):

Net profit(Rs.

In crores)

Britannia

Industries
10 1800 14 2.83 126.60

Glaxo

Consumer

healthcare

10 621 8 4.1 107.20

8) Anil Limited has decided to acquire the business of Sunil Limited. The extracts of

financial data of these companies are provided for your perusal. You are required

to suggest Anil limited on the number of shares to be issued to the shareholders of

Sunil Limited if the companies have decided to settle the deal on the basis of

earning per share.

Particulars Anil Ltd Sunil Ltd

Number of shares 50,000 12,500

Earnings After Tax 40,00,000 4,00,000

10% Preference Shares — 5,00,000

9) Briefly Explalin the Ethical and Governance Issues.

1°) Ciri Ltd is considering the purchase of Elexa Ltd. Following are the pre-merger

vital statistics of the two corporates.

Particulars Ciri Ltd (Rs.) Elexa Ltd (Rs.)

Earnings available to equity

shareholders
88,00,000 18,38,000

Price/Earnings Ratio (in times) 8 6

Total Assets 56,00,000 12,00,000

External Liabilities 20,00,000 6,80,000

Number of Outstanding Shares 2,25,000 45,000

You are requested to compute share exchange ratio on the basis of-
(i) EPS (ii) P/E Ratio (iii) NAV



Answer any FIVE questions :

SECTION 一 C

(2x5= 10)

11) Nerolac Paints Ltd for the same year declared a dividend of 70% on its equity

share of Rs. 2 face value. The market price ruled at Rs. 68. It expected a growth

of 10%. Calculate the cost of equity of the company

12) What is Financial Risks?

13) Company A has achieved an EPS of Rs. 30 for the year 2022-23. What is the

dividend per share under Walter's Model if Dividend payout ratio is 20%.

14) What is Acquisition?

15) What is Market manipulation?

16) What is meant by Absorption in Business Combinations?

17) What are Agency Costs?

*****************



21COMDS603 Reg No : 

CHOICE BASED CREDIT SYSTEM SEMESTER SCHEME
B.Com. SIXTH SEMESTER DEGREE EXAMINATION MAY 2024

COMMERCE

Indian Accounting Standards II

Durations Hours Max Marks:60

SECTION-A
Answer any TWO questions: (15x2= 30)

1) Under Indian Accounting Standards for leases, there are specific disclosure
requirements that entities must adhere to in their financial statements. Elaborate.

2) K Ltd., changed its accounting policy for inventory in 2017. Prior to the change
inventory had been valued using the weighted average method, but it was felt that
to make the financial statements more relevant and reliable the first in first out
(FIFO) valuation method was more appropriate. The impact of the change on the
valuation of inventory was as follows:

• 31st March 2015 - Increase of Rs 12 lakhs
• 31st March 2016 - Increase of Rs 19 lakhs
• 31st March 2017 - Increase of Rs 28 lakhs

Profit or loss under the weighted average valuation method is as follows:

2017 (Rs in lakhs) 2016 (Rs in lakhs)

Revenue 324 296

Cost of sales (173) (164)

Gross profit 151 132

Expenses (83) (74)

Profit 68 58

Retained earnings at 31st March 2015 were Rs 423 lakhs.
Present the change in accounting policy in the profit or loss and produce an
extract of the statement of changes in equity in accordance with Ind AS 8.

3) Changes in accounting estimates are adjustments made to accounting estimates
based on new information or better understanding, affecting current and future
periods prospectively. Elucidate the statement
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4) On 1st July 2015 Mayank Ltd acquired 1,28,000 Rs 1 equity shares of S Ltd. The
following Balance Sheets have been prepared as at 31st December, 2016.

Mayank Ltd S Ltd

Assets Rs Rs

Land at cost 80,000 72,000

Plant at cost 72,000 57,600

Cost of shares in S Ltd 2,03,000 0

Inventory at cost 1,12,000 74,400

Receivables 1,04,000 84,000

Bank balance 41,000 8,000

6,12,000 2,96,000

Equity and Liabilities

Equity share capital (Rs 1 share) 4,00,000 1,60,000

Retained earnings 1,60,000 1,12,000

Payables 52,000 24,000

6,12,000 2,96,000

The following information is available:
a. At 1st July, 2015 S Ltd has a debt balance of Rs 11,000 on retained earnings
b. In fixing the bid price for the shares of S Ltd, Mayank Ltd valued the land at Rs
90,000. All S Ltd/s plant was acquired since 1 st July 2015.
c. The inventory of S Ltd includes goods purchased from Mayank Ltd for Rs
16,000. Mayank Ltd invoices those goods at cost plus 25%.
d. The fair value of non-controlling interest on acquisition was Rs 50,750. On 31st
Dec, 2016 goodwill is valued at Rs 52,050.
Prepare the consolidated Balance Sheet of Mayank Ltd as at 31st December,
2016.

SECTION - B

Answer any FOUR questions : (5x4= 20)

5) Identify the following with a reason: whether it is a financial asset or a financial
liability.
a. Deposits and advances received
b. Deposits and advanced given
c. Bank loans



d. Sundry Creditors
e. Inventories.

6) Madhava Ltd purchased machinery for Rs 5,00,000 as on 1.4.2012. It received Rs
2,00,000 from the government for acquisition of the asset. As per the accounting
policy, the company follows the SLM method of depreciation-10 years Life-
Residual value is Nil. Discuss the accounting for the government grant as per Ind
AS 20 with the help of journal entries.

7) Based on the following information, calculate the actual return on pension plan
assets under Ind AS 19:

Amount (Rs)

Benefit payments 1,00,000

Contribution 1,30,000

Fair market value of plan assets

End of year 6,00,000

Beginning of year 4,00,000

Calculate the annual effective tax rate under Ind AS 34.

8) An entity reports quarterly, earns Rs 15,000 pre-tax profit in the 1st quarter but
expects to incur losses of Rs 5,000 in each of the 3 remaining quarters (thus
having zero income for the year), and operates in a jurisdiction in which its
estimated average annual income tax rate is expected to be 20%. The following
table shows the amount of income tax expense that is reported in each quarter:

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 5th Quarter

Tax Expense (Rs) 3,000 (1,000) (1,000) (1,000) 0

9) An asset is sold in 2 different active markets (a market in which transaction for the
asset or liability takes place with sufficient frequency and volume to provide pricing
information on an ongoing basis) at different prices. An entity enters into
transactions in both markets and can access the price in those markets for the
asset at the measurement date.
In Market A:
The price that would be received is 26, transaction costs in that market are 3 and
the costs to transport the asset to that market are 2 (i.e., the net amount that
would be received is 21).
What should be the fair value of the asset if Market A is the principal market?
What should be fair value if none of the markets is principle market?



10) On 1.7.2012 H Ltd acquired 7,500 shares of Rs 100 each in S Ltd at a cost of Rs
160 per share. The total number of shares in S Ltd is 10,000. In August, 2012 S
Ltd paid a dividend of Rs 10 per share for the year ending 31.3.2012. In
September, 2012, H sold 500 shares in S Ltd @ Rs 155. Calculate the value in the
Investment account in the books of H Ltd?

SECTION 一 C

Answer any FIVE questions : (2x5= 10)

11) Under what circumstances does Ind AS allow for impracticability in the
retrospective application of a change in accounting policy or correction of an
error?

12) Mention any TWO examples of Capital Reserve as per Ind AS.

13) Mention the objective of Presentation of Financial Instruments of Ind AS.

14) What does Ind AS 19 and Ind AS 116 deal with?

15) Define a Subsidiary Company as per Ind AS.

16) Differentiate between an equity instrument and a financial liability.

17) Mention the two types of EPS as per Ind AS.

**************
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SECTION-A

Answer any THREE questions: 3x25=75
1. For a number of years Daikon Co has been using forward rate agreements to manage its

exposure to interest rate fluctuations. Recently its chief executive officer (CEO) attended a
talk on using exchange-traded derivative products to manage risks. She wants to find out
by how much the extra cost of the borrowing detailed below can be reduced, when using
interest rate futures. She asks that detailed calculations for each of the three derivative
products be provided and a reasoned recommendation to be made.

Daikon Co is expecting to borrow $34,000,000 in five months9 time. It expects to make a
full repayment of the borrowed amount in 11 months9 time. Assume it is 1 June 20X5
today. Daikon Co can borrow funds at LIBOR plus 70 basis points. LIBOR is currently
3.6%, but Daikon Co expects that interest rates may increase by as much as 80 basis points
in five months5 time.

The following information and quotes from an appropriate exchange are provided on
LIBOR based $ futures and options.

Three-month $ December futures are currently quoted at 95.84. The contract size is
$1,000,000 contract, tick size 0.01% and the tick value $25 options on three months $
futures, $1,000,000. Option premiums are in annual %.

December calls Strike price December puts
0.541 95.50 0.304
0.223 96.00 0.508

Initial assumptions
It can be assumed that settlement for both the futures and options contracts is at the end of
the month; that basis diminishes to zero at a constant rate until the contract matures and
time intervals can be counted in months; that margin requirements may be ignored; and that
if the options are in-the-money, they will exercised at the end of the hedge instead of being
sold.
Further issues

In the talk, the CEO was informed of the following issues:

i) Futures contracts will be marked-to-market daily. The CEO wondered what the impact
of this would be if 50 futures contracts were bought at 95.84 on 1 June and 30 futures
contracts were sold at 95.61 on 3 June, based on the $ December futures contract given
above. The closing settlement prices are given below for four days:
Date Settlement price
1 June 95.84
2 June 95.76
3 June 95.66
4 June 95.74
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ii) Daikon Co will need to deposit funds into a margin account with a broker for each
contract they have opened, and this margin will need to be adjusted when the contracts
are marked-to-market daily.

iii) It is unlikely that option contracts will be exercised at the end of the hedge period
unless they have reached expiry. Instead, they more likely to be sold and the positions
closed.

a) Based on the three hedging choices available to Daikon Co and the initial assumptions
given above, draft a response to the chief executive officer's (CEO) request made in the
first paragraph of the question. (15 Marks)

b) Explain the impact on Daikon Co of each of the three further issue given above. As
part of the discussion, include the calculations of the daily impact of the mark-to-
market closing prices on the transactions specified by the CEO. (10 Marks)

2. Sigra Co is a listed company producing confectionary products which it sells around the
world. It wants to acquire Dentro Co, an unlisted company producing high quality, luxury
chocolates. Sigra Co proposes to pay fbr the acquisition using one of the following three
methods:
Method 1
A cash offer of $5.00 per Dentro Co share; or 、'
Method 2
An offer of three of its shares for two of Dentro Co's shares; or
Method 3
An offer of a 2% coupon bond in exchange fbr 16 Dentro Co's shares. The bond will be
redeemed in three years at its par value of $100
Extracts from the latest financial statements of both companies are as follows:

Sigra Co Dentro Co
$000 $000

Sales revenue 44,210 4,680
Profit before tax 6,190 780
Taxation (1,240) (155)
Profit after tax 4,950 625
Dividends (2,700) (275)
Retained earnings fbr the year 2,250 350
Non-current assets 22,450 3,350
Current assets 3,450 247
Non-current liabilities 9,700 873
Current liabilities 3,600 436
Share capital (40c per share) 4,400 500
reserves 8,200 1,788

Sigra Co5s current share price is $3.60 per share it has estimated that Dentro Co's price to
earnings ratio is 12.5% higher than Sigra Co's current price to earnings ratio. Sigra Co5s
non-current liabilities include a 6% bond redeemable in three years at par which is
currently trading at $104 per $100 par value. Sigra Co estimates that it could achieve
synergy savings of 30% of Dentro Co's estimated equity value by eliminating duplicated
administrative functions, selling excess non-current assets and through reducing the
workforce numbers, if the acquisition were successful.



a) Explain briefly, in general terms, why many acquisitions in the real world are not
successful. (5 Marks)

b) Estimate the percentage gain on a Dentro Co share under each of the above three
payment methods. Comment on the answers obtained. (20 Marks)

3. a) Wa Inc is a Japanese firm looking to expand in the USA and is looking to raise $20
million at a variable interest rate. It has been quoted the following rates:
$ LIBOR + 60 points
¥1.2%
McGregor Inc is an American company looking to refinance a ¥2,400m loan at a fixed
rate. It can borrow at the following rates:
$LIBOR + 50 points
¥1.5%
The current spot rate is $1=^120

Show how the 'fixed fbr variable, currency swap would work in the circumstances
described, assuming the swap is only fbr one year and that interest is paid at the end of
the year concerned. (10 Marks)5

b) A company is preparing a free cash flow forecast in order to calculate the value of
equity. The following information is available:

sales: Current sales are $500m. Growth is expected to be 8% in year 1, falling by 2%
pa (e.g. to 6% in year 2) until sales level out in year 5 where they are expected to
remain constant in perpetuity. The operating profit margin will be 10% fbr the first
two years and 12% thereafter.

Depreciation in year 1 will be $7m increasing by $lm pa over the planning horizon
before leveling off and replacement asset investment is assumed to equal depreciation.
Incremental investment in assets is expected to be 8% of the increase in sales in year 1,
6% of the increase in sales in each of the following two years, and 4% of the increase
in year 4.

Tax will be charged at 30% pa. The WACC is 15%. The market value of short-tenn
investments is $4m and the market value of debt is $48m.

Calculate the value of equity. (12 Marks)

c) Explain Currency swaps (3 Marks)

4. a) A UK retailer is considering opening a new store in Germany with the following
details (note that all figures have been converted into the domestic currency):
estimated cost £12m
present value of net receipts £10m
NPV - £2M
These figures would suggest that the investment should be rejected. However, if the
store is opened then the firm would gain the option to open a second store (an option to
expand or fbllow-on).
Suppose this would have the following details:
Timing(t) 5 years5 time
Estimated cost (Pe) £20m
Present value of net receipts (Pa) £15m
Volatility of cash flows (s) 28.3%



Risk-free rate @ 6%
Using the above details calculate the value of call option and comment on the
feasibility of the project? (10 Marks)

b) What is the use of Black Scholes Model? Explain the underlying assumptions of this
model. (7 Marks)

c) It is 4 May and the treasurer of a Swiss company has identified a net receipt of US$2
million on 10 June. These dollars will need to be converted into Swiss Francs (CHF).
The treasurer has decided to use US dollar - Swiss Franc futures contracts to hedge
with the following details:
New York Board of Trade (NYBOT) options and futures exchange ..
Contract size $200,000
Prices given in Swiss francs per US dollar (i.e.$l=...).
Tick size CHF 0.0001 or CHF20 per contract.
Expiry date Future price
June 1.2200
September 1.2510 ~

The spot rate on May is 1.2160 CHF/$1

Calculate the financial position using the relevant futures hedge, assuming that the spot
rate on 10 June is 1.2750 CHF/$ 1, (8 Marks)

SECTION-B
Answer any THREE questions: 3x10=30

5. Explain the different methods of Mergers and acquisitions and different corporate issues
arising on acquisitions.

6. A bank has estimated that the expected value of its portfolio in two weeks time will be $50
million, with a standard deviation of $ 50 million, with a standard deviation of $4.85
million.

Using a 95% confidence level, identify the value at risk.

7. A company prepares a forecast of future free cash flow at the end of each year. A period
of 15 years is used as this is thought to represent the typical time horizon of investors in
this industry.

It is assumed that the planning horizon is three years 一 i.e. returns are likely to grow each
year for three first three years after which they will reach a steady state.

The following data is available:

Free cash flows are expected to be $2.5 million in the first year, $4.5 million in the second
year and $6.5 million in year 3. The stock market value of debt is $5m and the company5s
cost of capital is 10%.

Calculate the current value of the firm and the value of the equity.

8. Chesterfield Co needs to borrow $5m for 6 months, starting in 4 months5 time on 1st
August.

The current LIBOR rate is 3.50% but there is a risk that interest rates will change over the
next few months by up to 0.5% either way, so the company5s treasurer is considering 



hedging the interest payments using future contracts or options. Chesterfield Co can
borrow at 25 basis points above the LIBOR rate.
Futures ($500,000 3 month contracts)
June 96.40
September 96.10
December 95.86

Options on futures (premia quoted as an annual percentage)
Exercise price

June
Calls

September December June
Puts

September December
96.40 0.155 0.260 0.320 0.305 0.360 0.445

SECTION-C

Estimate the likely financial position if Chesterfield Co hedges the interest rate risk using:
a) Futures contracts (5 Marks)
b) Options over futures contracts (5 Marks)

Answer the following questions: 3x5=15
9. RGI Co wishes to invest $12 million in 6 months, time for two months and considering the

following hedging strategies,.
1) A 6 -8 FRA quoted at 4%
2) An IRG at 4% for a premium of 0.1%
Required:
Determine the costs if in six months5 time the market rate is:
(a) 5% (b) 3% and comment.

10. An Australian firm has just bought some machinery from a US supplier fbr USD 250,000
with payment due in 3 months5 time. Exchange rates are quoted as follows:
Spot (US$/A$) 0.7785-0.7891
Three months forward 0.21-0.18 cents premium
Calculate the amount payable if a forward contract is used.

11. What is an Option contract and Option Value? State the main drivers of Option values.
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Section A
Answer any TWO of the following: (2*15= 30)

1. A) Oracle invests in a new machine at the beginning of Year 1 which costs
$15,000. It is hoped that the net cash flows over the next five years will
correspond to those given in the table below:

Year 1 2 3 4 5

Net cash flow ($) 1,500 2,750 4,000 5,700 7,500

1. Calculate the NPV assuming a 15% cost of capital.
2. Calculate the NPV assuming a 10% cost of capital.
3. Draw a conclusion based on your findings.

B) Evaluate NPV as a financial measuer for performance management.

2. KM is considering a new project and has gathered the following data:
The initial investment is $66 million which will be required at the beginning of the
year. The project has a three year life with a nil residual value. Depreciation is
calculated on a straight-line basis.
The project is expected to generate revenue of $85m in year 1, $90m in year 2
and $94m in year 3. These values may vary by 6%.
The direct costs will be $50m in year 1, $60m in year 2 and $70m in year 3.
These may vary by 8%.
Cost of capital may also vary from 8% to 10% for the life of the project.
Use the written down value of the asset at the start of each year to represent
the value of the asset for the year.
Prepare table for the best outcome and showing the annual operating profit,
residual income and return on investment for each year of the project and the
NPV. Ignore tax.

3. FL provides training on financial subjects to staff of small and medium- sized
businesses. Training is at one of two levels 一 for clerical staff, instructing them
on how to use simple financial accounting computer packages, and for
management, on management accounting and financial management issues.
Training consists of tutorial assistance, in the form of workshops or lectures, and
the provision of related material - software, texts and printed notes.
Tuition days may be of standard format and content, or designed to meet the
client's particular specifications. All courses are run on client premises and, in
the case of clerical training courses, are limited to
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8 participants per course.
FL has recently introduced a 'helpline* service, which allows course participants
to phone in with any problems or queries arising after course attendance. This is
offered free of charge.
FL employs administrative and management staff. Course lecturers are hired as
required, although a small core of technical staff is employed on a part-time
basis by FL to prepare customer-specific course material and to man the
helpline.
Material for standard courses is bought in from a group company, who also print
up the customer-specific course material.
Required:
Suggest a measure for each of the six dimensions of the building block model.

4. Explain the role of lean production as a quality tool in performance
measurement.

Section B
Answer any TWO of the following: (2x10= 20)

5. Explain the types of performance related pay. Explain the merits and demerits of
performance related pay.

6. List the other profitability measures & liquidity indicators used for assessing of
financial performance.

7. Exhibit 1 一 Company information
Monza Pharma (Monza) is a developer and manufacturer of medical drugs,
based in Beeland but selling its products all over the world. As a listed company,
the overall objective of the company is to maximise the return to shareholders
and it has used return on capital employed (ROCE) as its performance measure
for this objective. There has often been comment at board meetings that it is
good to have one, easily-understood measure for consideration.
The company has three divisions:

1. the drug development division develops new drug compounds, taking
these through the regulatory systems of different countries until they
are approved for sale

2. the manufacturing division then makes these compounds
3. the sales division then sells them.

The current performance measures are:

• Return on capital employed
• Average cost to develop a new drug
• Revenue growth

Exhibit - Implementation of a balanced scorecard approach 



Monza's share price has underperformed compared to the market and the
health sector in the last two years. The chief executive officer (CEO) has
identified that its current performance measures are too narrow and is
implementing a balanced scorecard (BSC) approach to address this problem.
The CEO engaged a well-known consulting firm who recommended the use of a
BSC, The consultants began by agreeing with the board of Monza that the
objective for the organisation's medium-term strategy was as follows:
Create shareholder value by:

• Innovating in drug development
• Efficiency in drug manufacturing
・ Success in selling their products

The consulting firm has presented an interim report with the following proposed
performance measures:

• Financial
• Customer
• Internal business process

drug
• Learning and growth

employees each year

ROCE
Revenue growth
Average cost to develop a new

Training days provided for

Exhibit 3 一 Problems with using the balanced scorecard
The CEO and the lead consultant have had a disagreement about the quality
and cost of this work and as a result the consultants have been dismissed. The
CEO has commented that the proposed measures lack insight into the business
and do not appear to tackle issues at strategic, tactical and operational levels.
The CEO has decided to take this work in-house and has asked you as the
performance management expert in the finance department to assist him by
writing a report to the board to cover a number of areas.
Following the disagreement with the consultants, the CEO is worried that the
consultants may not have been clear about the problems of using the BSC in
their rush to persuade Monza to use their services. So firstly, the CEO would
like you to assess the problems of using a balanced scorecard at Monza.
Exhibit 4 - Choice of current and proposed performance measures
Second, he wants you to evaluate the choice of performance measures
currently used by Monza and those proposed by the consulting firm.
Exhibit - ROCE calculation
There has been a debate at board level about how ROCE should be calculated.
The marketing director stated that she was not sure what profit figure (of at least
four which were available) should be used and why, especially given the large
variation in result which this gives. She also wondered what the effect would be
of using equity rather than all capital to calculate a return on investment. Thirdly,
the CEO has asked you to evaluate the effect of choosing different profit and
capital measurements on ROCE. Some basic data has been provided in
Appendix 1 to assist you in this.
Exhibit 6 一 Quality costs and total quality management within the manufacturing



division
In addition to these concerns, the board is considering introducing a total quality
management approach within Monza. Obviously, quality of output is critical in
such a heavily regulated industry where the products can be a matter of life and
death. There has been discussion about testing this idea within the
manufacturing division. In the fourth part of your report, the CEO wants you to
analyse the current quality costs in the manufacturing division to understand the
costs associated with quality issues within that division. To aid your analysis, he
has supplied some detailed information in Appendix 2. The board also requires
you to briefly discuss how implementation of a total quality management (TQM)
approach would fit within the manufacturing division.
Exhibit 7 一 Lean information system in drug development division
Finally, the drug development divisional managers have been lobbying for a
new information system which will assist their research chemists in identifying
new drug compounds for testing. The new system will need to be capable of
performing calculations and simulations which require high computational power
and memory but will also need to have access to external data sources so that
these scientists can keep up with developments in the field and identify new
opportunities. The new system should fit within the existing lean management
approach within that division. The CEO is worried about the cost of such a new
system. In the final part of your report the CEO would like you to advise how the
drug development division can aim to make the new information system lean'.
Write a report to the board of Monza responding to the CEO*s instructions for
work on the evaluation of the effect of choosing different profit and capital
measurements for ROCE and recommendation of a suitable approach.
Exhibit 8 - Appendix 1
Financial data for Monza for the most recent accounting period

$m
Revenue 8,001
Costs 2,460
Gross profit 5,541
Other costs 3,248
Restructuring costs 482
Operating profit 1,811
Finance costs 266
Profit before tax 1,545
Tax 419

--
Profit after tax— 1,126
Capital structure from the statement of financial position
Shareholders* equity 1,161
Long-term debt 8,739

Note: Restructuring costs relate to a major project which completed during the
period.



Exhibit 9 - Appendix 2
Cost information for the manufacturing division for the most recent accounting
period

1. Batches rejected at factory valued at $17m which have a scrap value
of $4m.

2. Training of factory staff which cost $8m.
3. Regulatory fines costing $5m (due to drug compounds being outside

the specified range of mix of chemical ingredients).
4. Discounts given following customer complaints due to late delivery

costing $22m.
5. Factory product testing department cost $12m.
6. Cost of raw materials was $1,008m.

8. Explain the reasons why quality may be important to an organisation?

Section C
Answer any TWO of the following: (2x5= 10)

9. Explain the merits & demerits of Benefits as a method of employee rewards.

10. X, a manufacturing company, has two divisions: Division A and Division B.
Division A produces one type of product, ProdX, which it transfers to Division B
and also sells externally. Division B has been approached by another company
which has offered to supply 2,500 units of ProdX for $35 each.
The following details for Division A are available:
Sales revenue:

Sales to division B @ $40 per unit $400,000

External sales @ $45 per unit $ 270,000

Variable costs @$22 per unit $ (352,000)
Fixed costs $ (100,000)

—

Profit $218,000

—

External sales of Prod X cannot be increased, and division B decides to buy
from the other company.
A) Calculate the effect on the profit of division A.
B) Calculate the effect on the profit of company X.

11 • Explain the meaning of economy, efficiency and effectiveness for a publicly
funded school, incorporating specific examples and performance indicators for
each of the 3 Es.

12. State two measures (KPIs) for each of the three categories at the business
operating systems level, i.e. customer satisfaction, flexibility and productivity.

*******************************
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Section A

Answer any THREE of the following: (3x25= 75)

1. JDL manufactures a range of solar panel heating. They have recently developed
the new Environmental Friends (EF) solar panel. The directors of JDL recently
spent $20,000 on market research, the findings of which ted them to believe that a
market exists for the EF panels. The finance director of JDL has gathered relevant
information and prepared the following evaluation relating to the proposed
manufacture and sale of the EF solar panels:

1. Sales are expected to be 2,700 units per annum at a selling price of
$3,000 per unit.

2. Variable material, labour, and overhead costs are estimated at $1,580 per
unit.

3. In addition, a royalty of $250 per unit would be payable to EF for the use
of their brand name.

4. Fixed overheads are estimated at $900,000 per annum. These overheads
cannot be avoided until the end of the year in which the EF solar panels is
withdrawn from the market.

5. An initial investment of $7 million would be required. A government grant
equal to 50% of the initial investment would be received on the date the
investment is made, No tax allowances would be available on this initial
investment. The estimated life cycle of the EF solar panels is six years.

6. Corporation tax at the rate of 30% per annum is payable in the year in
which profit occurs.

7. The cost of capital is 12%.
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Calculate the net present value (NPV) of the EF solar panels proposal and

recommend whether it should be undertaken by the directors of JDL. .

2- Exhibit 1 一 Company information: Eck is a privately owned, capital-intensive
manufacturing business. It has several similarly sized divisions which operate as
profit centres. These divisions operate in different regions of Eek's home country,
where the average tax rate is 40% and where the average rate of interest for
commercial lending is 6%. Eck is financed by equal amounts of equity and debt.
Eek's overall objective is to maximise shareholder wealth. The compan/s board of
directors, who are also the shareholders, make all investment and financing
decisions.
The board is considering expanding Eck*s product range, which will require the
company to purchase a large amount of new plant and machinery. The
shareholders are unable to provide any more capital and are unwilling to issue any
form of equity finance. Eck is already close to breaching borrowing conditions and
limits set by its lenders and is unable to raise any more debt finance.
Eck has recently revised the estimated useful economic life of existing large items
of manufacturing plant, which is permitted under local accounting regulations.
Exhibit 2 一 Measuring divisional manager performance
The board has recently been told that if the plans to expand its product range are
to be successful, Eck needs better systems for measuring the performance of
divisional managers and rewarding them. None of the divisional managers have
any financial qualifications or experience. The board is, therefore, considering two
possible measures of divisional manager performance: EBITDA (earnings before
interest, tax, depreciation and amortisation) and EVA™ (economic value added)

and would like you, as a performance management expert, to undertake two
pieces of work:

• The board is unfamiliar with EBITDA and want an assessment of its
usefulness to measure a divisional manager's performance. The board
does not require any calculations of EBITDA.

• The board has already been advised on the benefits and drawbacks of
using EVA™ as a suitable performance measure, but has not yet seen

how EVA™ is calculated for a particular division. As an example of this,

the board would like to know whether the Blue division has created value
using the information given in Appendix 1.

Exhibit 3 一 Proposed reward scheme



Based on the review of the two possible performance measures, the board has
proposed a new reward scheme for divisional managers. Each manager will
receive a reward equivalent to 45% of their annual salary if their division achieves
a target EVA™ for the coming year.
Divisional managers have participated in the setting of the scheme. Market
conditions in which each division operates will be considered when setting the
target EVA™, which for Blue division is $25m. Eck has effective internal
procedures to ensure the reliability of performance data and to prevent managers
from focusing too much on a particular target while ignoring other important
factors.
The board would like advice on whether this proposed new reward scheme will
help improve the performance of the Blue division.
It is now 1 September 20X5. Respond to the board of Eek's request for work
on the Measuring divisional manager performance

Exhibit 4 - Appendix 1
Performance data for the Blue division
Net operating profit after tax ($m) 50

Opening net assets ($m) 496
Cost of equity 15%
Cost of debt (pre-tax) 12%

Tax rate 40%

Notes:

Net profit after tax for the year is after
charging:

1. Interest of $20m
2. Development expenditure of $5m was incurred during the year. The
development expenditure is to be amortised over five years.

3・ Company information: Thebe Telecom is a large national telephone business in
Fayland. Thebe provides telephone service to more than 11 million customers
through its fixed line and mobile services. Thebe has three strategic business
units: mobile; fixed line telephone (incorporating broadband); and corporate
services (serving other businesses1 2 telephone needs). It has become the largest
mobile operator in Fayland through a series of acquisitions of competitors and



operating licences.
Competitive position

Thebe's CEO has won many awards for being an innovative businessman who
recognises the rapid changes in technology, regulation and competitor action that
occur in the sector. Thebe's major competitor in Fayland is the original nationalised
telephone company, FayTel, which was privatised 20 years ago but which retains
many of the features of a monopoly supplier including a massive infrastructure. As
a result, Thebe's CEO realised long ago that competition on the basis of price and
volume would not work against such a large competitor and so he has focused on
customer service as the key to growing the business.
Six Sigma
In order to improve the company's competitive position, the CEO decided that the
company should consider a Six Sigma initiative to give an immediate step change
improvement to the service quality at Thebe. The initiative involved a number of
projects including one to improve the quality of customers' bills. FayTel was
publicly criticised by the governments consumer advocate who pointed to
occasional misallocations of call minutes to the wrong numbers and also, more
frequently, the application of incorrect tariffs in calculating the costs of calls.
Thebe's CEO is aware that all telephone businesses (including Thebe) have these
problems but this is an area in which Thebe can gain a competitive advantage and
has taken a special interest in this project by championing it himself.
The project is focused on improving the accuracy of customers, bills and the
handling of complaints. Within the billing department, the company divided
activities into normal money collection, credit control on overdue payments and
managing complaints. Process diagrams were created for each of these areas and
then data was sourced from customer feedback at the various points of interaction
with Thebe employees (such as complaint handling) and internal measurables
created. The project team was formed from line managers from all three strategic
business units and the billing department.

1. Explain how the general way in which Six Sigma is implemented helps
improve the quality of performance illustrating your answer with reference
to Thebe.

2. Explain and illustrate how the DMAIC method for the implementation of
Six Sigma could be applied at Thebe.

4. Explain how management accounting/management techniques such as total
quality management, just in time, and the balanced scorecard could contribute



towards the analysis of the relationship between costs and quality.

Section B

Answer any THREE of the following: (3x10= 30)

5. Lincoln & Lincoln Advertising (LLA) is an advertising agency based in Veeland,
which is a large well-developed country considered to be one of the wealthiest in
the world. LLA operates out of three regional offices (North, East and West) with its
head office functions based in the East offices. The business offers a wide range of
advertising services:
Strategic: Advising on an overall advertising campaign (mix of advertising channels
and overall themes)
Buying: Advising and buying advertising space (on television, radio, websites and
in newspapers and magazines); and
Creative: Designing and producing specific adverts for the customers, use.
The company is one of the three largest agencies in Veeland with many years of
experience and many awards won. Competition in advertising is fierce, as
advertising spending by businesses has suffered recently during a general
economic downturn. Most new business is won in tender competitions between
different advertising agencies.
Remuneration policy and regional offices
There are broadly five grades of staff at each regional office. The following is an
outline of their remuneration packages. (The head office staff are treated
separately and are not part of this exercise.)
Senior management
All staff at this level are paid a basic fixed salary, which reflects industry norms
over the last few years, plus a bonus dependent on the net income of their office.
Creative staff
The 'creatives' are on individual packages which reflect the market rates in order to
recruit them at the time that they were recruited. Some are fixed salary and some
have a fixed element plus a bonus based on their office's revenues.
Buying staff
The buyers are paid a fixed salary plus a bonus based on the prices for advertising
space that they negotiate compared to the budgeted cost of space. The budget is
set by the finance team at head office based on previous years' experience and
their forecast for supply and demand in the year in question.
Account management staff
Account management handles relationships with clients and also develops new



clients. They are paid a fixed market-based salary.
Administration staff
These staff are paid the market rate for their jobs as a fixed salary based on hours
worked.
Using the information provided, evaluate LLA's remuneration policy, recommending
changes as appropriate.

6. Company A Company B
$ $

Operating profit 20,000 1,000,000

Sales 200,000 2,000,000

Capital employed 100,000 10,000,000

For companies A and B, which of the following statements are true?

1. Company A has a higher ROCE than Company B.
2. Company B has a higher ROCE than Company A.
3. Company A is more profitable than Company B.
4. Company A is better utilising the funds invested in it than company B.

7. What are the merits & demerits of Residual Income as a measuer for divisional
performance appraisal?

8. Exhibit 1 一 Company information: Scye is a listed company of architects who
imagine concepts for new buildings and then prepare detailed plans for their
production. The business* performance has fluctuated over years and recently
seen a reduction in profits.
The shareholders have demanded greater focus on their long-term returns rather
than the quarterly dividend and a new chief executive officer (CEO) has been put
in office, along with several new directors, in order to achieve this aim.
The new CEO has identified that the system of performance measurement and
management is at fault in the business losing focus. It is based on a dashboard
containing a wide mix of more than 15 financial performance indicators drawn from
the financial reporting records from across the activities of the organisation. The
report then benchmarks these indicators against competitors. Regular reports on
these indicators are used at board meetings to guide the management of the
business.
Exhibit 2 一 Value-based management: The CEO was at a recent meeting of
business leaders where he heard that a move to value-based management (VBM)



might help achieve the shareholders* goal. However, he was warned then that the
use of economic value-added (EVATM) as a primary measure would not be ideal
for VBM. Also, one of the new, non-executive directors at Scye commented that he
had found EVATM to be complex to understand and so Scye's board has agreed to
avoid its use.
The CEO requires you to provide an understanding of the basic principles of VBM
and then evaluate VBM compared to the existing performance dashboard, which is
based around traditional profit-based measures of performance. He wants your
evaluation to include both how VBM would affect the different management levels
(strategic, tactical and operational) in Scye and how its implementation would
affect the organisation.
Exhibit 3 一 New project appraisal: The next work the CEO requires is an example
calculation of shareholder value (using the net present value (NPV) method) and
he has given you information in Appendix 1 in order to allow you to do this for a
new project at Scye. The project is the purchase and use of a new graphic
visualisation system which will give a virtual tour of any new building design.
A non-executive director had also mentioned modified internal rate of return
(MIRR) as another indicator that he had seen used to assess projects and so the
CEO also wants a calculation of this for this same project and a final
recommendation.
Respond to the CEO of Scye's request for work on the New project
appraisal

Exhibit 4 - Appendix 1
Information gathered on the new graphic visualisation system:

1. The system is expected to earn an additional $6.4m each year after
operating costs.

2. Operating costs include $8m of depreciation per year.
3. Additional costs beyond those in operating costs for marketing and

training staff are estimated at $0.7m in year 1.
4. Tax will be charged at 20% paid in the year profits occur and all costs

including depreciation are deemed allowable.
5. There will be an initial spend of $25m to purchase the system, which will

be totally replaced as new systems become available.
6. The project will last for 3 years.
7. It is reasonable for this exercise to assume that all revenue and costs will

be paid or received in the year incurred.



8. Working capital of 10% of the revenue after operating costs will be put in
place at the start of year 1 and then working capital will be recovered at ，
the end of the project.

9. Scye's discount rate for such projects is 10% based on its cost of capital.
10. Formula for MIRR = ((PVR 亏 PVI)1/n x (1 + re)) 一 1

Section C

Answer any THREE of the following: (3x5= 15)

9- Evaluate Basic pay as a method of employee reward.

10・ Describe the problems associated with divisional structures.

11 . What methods can be adopted to overcome the problem of potential conflict due to
multiple and diverse objectives?

12- How are the measures of product and service quality related to brand awareness
and company profile?

***********
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Section A

Answer any TWO of the following: (2x15= 30)

1. Uniper Co is a company currently engaged in the manufacture of baby equipment.
It wishes to diversify into the manufacture of snowboards.
The investment details
The company's equity beta is 1.27 and is current debt to equity ratio is 25:75,
however the company's gearing ratio will change as a result of the new project.
Firms involved in snowboard manufacture have an average equity beta of 1.19 and
an average debt to equity ratio of 30:70.
Assume that the debt is risk free, that the risk free rate is 10% and that the
expected return from the market portfolio is 16%. The new project will involve the
purchase of new machinery for a cost of $800,000 (net of issue costs), which will
produce annual cash inflows of $450,000 for 3 years. At the end of this time, it will
have no scrap value.

Corporation tax is payable in the same year at a rate of 33%. The machine will
attract tax allowable depreciation of 25% per year on a reducing balance basis,
with a balancing allowance at the end of the project life when the machine is
scrapped.
The financing details:

The new investment will be financed as follows:
Bonds (redeemable in three years' time): 40%
Rights issue of equity: 60%

The issue costs are 4% on the gross equity issued and 2% on the gross debt
issued. Assume that the debt issue costs are tax deductible.
Required:

Calculate the adjusted present value of the project.
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2. Westcon pic is a specialist manufacturer of window frames. Its main UK
manufacturing operation is based in the south of England, from where it distributes
its products throughout the UK.
The directors are now considering whether they should open up an additional
manufacturing operation in France 一 which they believe there will be a good
market for their products.
A suitable factory has been located just outside Paris that could be rented on a 5-
year lease at an annual charge of €3.8m, payable each year in advance. The
manufacturing equipment would cost €75m, of which €60m would have to be paid
at the start of the project, with the balance payable 12 months later.
At the start of each year, the French factory would require working capital equal to
40% of that year's sales revenues. It is expected that the factory will be able to
produce and sell 80,000 window units per year although, in the first year, because
of the need to 'run in' the machinery and its new workforce, output is only expected
to be 50,000 window units. Each window is likely to be sold for €750, a price that
represents a 150% markup on cash production costs.
The French factory would be set up as a wholly-owned subsidiary of Westcon pic.
In France, 25% straight-line depreciation on cost is an allowable expense against
company tax. Corporation tax is payable at 40% at each year-end without delay
and any unused losses can be brought forward for set off against the following
year's profits. No UK tax would be payable on the after-tax French profits.
All amounts in € are given in current terms. Annual inflation in France is expected
to run at 6% per year in the foreseeable future. All € cash flows involved are
expected to increase in line with this inflation rate, with the exception of the factory
rental and the cost of the manufacturing equipment, both of which would remain
unchanged.
The French factory would be producing windows to a special design patented by
Westcon. lb protect its patent rights, Westcon pic will charge its French subsidiary
a fixed royalty of £20 per window. This cost would be allowable against the
subsidiary's French tax liability.
The current €.../£1 spot rate is 1.5. Inflation in the UK is expected to be 4% per
year over the period. There are no remittance restrictions between France and the
UK.
Westcon pic is an all-equity financed company that is quoted on the London Stock
Exchange. Its shares have a beta value of 1.25. The current annual return on UK
Government Treasury Bills is 10% and the expected return on the market is 18%.



In the UK Corporation Tax is payable at 35%, one year in arrears.
Westcon operates on a 5-year planning horizon. At the end of five years, assume

that working capital would be fully recovered and the production equipment would
have a scrap value, at that time, of €70m before tax.
Proceeds on asset sales are taxed at 40%. Assume all cash flows arise at the end

of the year to which they relate, unless otherwise stated.

Required:
Evaluate the proposed investment in France and recommend what investment
decision should be made by Westcon pic. State clearly any assumptions you make
and work all calculations rounded to nearest 10,000 (either € or £) 一 i.e. €0.01 m or

£0.01 m.

3. Goldsmith Co, a mining company based in the fictitious country of Krownland,
wishes to hedge 1 year foreign exchange risk, which will arise on an investment in
Chile. The investment is for 800m escudos and is expected to yield an amount of

1,000m escudos in 1 year*s time.
Goldsmith cannot borrow escudos directly and is therefore considering two
possible hedging techniques:
(a) Entering into a forward contract for the full 1000m escudos receivable.
(b) Entering into a forex swap for the 800m escudos initial investment, and then a
forward contract for the 200m escudos profit element.
The currency spot rate is 28 escudos to the krown, and the bank has offered a
forex swap at 22 escudos/krown with Goldsmith making a net interest payment to
the bank of 1% in krowns (assume at T1).

Interest rates Borrowing Lending

Krownland 15% 12%

Chile N/A 25%

A forward contract is available at a rate of 30 escudos per krown.
Required:
Determine whether Goldsmith should hedge its exposure using a forward contract
or a forex swap.

4. Sopoph Co is using June interest rate futures to cover the interest rate risk on a 3
month $1 million borrowing starting on 31 May.
At the time the $500,000 futures contracts are set up on 1 January, the SOFR rate
is 5.00% and the futures price is 95.48. Sopoph Co can borrow at the SOFR rate.



Assume that basis reduces in a linear manner. .
Required:
(a) Calculate the financial result of the futures hedge on the assumption that the
SOFR rate on 31 May is 4.00%.
(b) Calculate the likely lock-in rate for this futures hedge, and hence the likely
financial result of the hedge.
(c) Comment on your results to parts (a) and (b).

Section B

Answer any TWO of the following: (2x10= 20)

5. A government has three bonds in issue that all have a nominal value of $100 and
are redeemable in one year, two years and three years respectively. Since the
bonds are all government bonds, lets assume
that they are of the same risk class. Let's also assume that coupons are payable
on an annual basis.
Bond A, which is redeemable in a year's time, has a coupon rate of 7% and is
trading at $103.

Bond B, which is redeemable in two years, has a coupon rate of 6% and is trading
at $102.
Bond C, which is redeemable in three years, has a coupon rate of 5% and is
trading at $98.

Determine the spot yield curve.

6. a) Tom Co wishes to borrow $15 million in three months* time for a period of
four months. An IRG is available at 5% for a premium of 0.1% of the size of the
loan.

Calculate the interest payable if in three months* time the market rate is: (a) 8% or
(b) 5%. (5 marks)
b) Describe the three features of interest rate guarantees. (5 marks)

7. A five year project has an NPV of $2 million. The projects cash flows are normally

distributed and the annual standard deviation associated with the cash flows is
$0.5 million. Company policy is to accept only those projects where there is at least
a 90% certainty that the net present value will be positive.
Required:

Calculate the value at risk of the project, and advise whether it should be
undertaken.



・ * 8. An initial investment of $2,000 in a project yields cash inflows of $500, $500, $600,
$600 and $440 at 12 months intervals. There is no scrap value. Funds are

available to finance the project at 12%.
Decide whether the project is worthwhile, using: net present value approach.

Section C

(2x5=10)Answer any TWO of the following:

9. Explain the benefits and drawbacks of reducing protectionist policies.

10. Foreign exchange risk can manifest itself in three types or components of risk.

Describe briefly.

11. The spot yield curve for government bonds is:

Year

I 3 || 3.80 ||

The following table of credit spreads (in basis points) is presented by S&P Global
Ratings:

3 yearRating 1 year 2 year

AAA

AA

Estimate the individual yield curve for Stone Co, an A rated company.

12. a UK company has a Greek subsidiary which is to purchase materials costing
$100,000. The NPV of the overseas cash flows is being calculated in euros, but
you have not been provided with the euro/dollar exchange rate. Instead you have
the following information:
$/£1 1.90
€/£1 1.45
Calculate the value of the purchase in euros.

*****************
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Section- A(compulsory)

I. Answer The Following Question : 1x20= 20

1. (a) State with reasons (in short) whether the following statement is correct or

incorrect:
(i) The auditor shall express a qualified opinion when the auditor concludes that the
financial statements are prepared, in all material respects, in accordance with the
applicable financial reporting framework. (2 Marks)

(ii) There is no need of addressee in the Auditor's report. (2 Marks)
(iii) The auditor shall modify the opinion in the auditor's report only when the auditor
concludes that, based on the audit evidence obtained, the financial statements as a
whole are not free from material misstatement. (2 Marks)

(iv) The auditor shall express a disclaimer of opinion when the auditor, having
obtained sufficient appropriate audit evidence, concludes that misstatements,
individually or in the aggregate, are both material and pervasive to the financial
statements. (2 Marks)

(v) Communicating key audit matter in the auditor's report constitutes a substitute
for disclosure in the financial statements. (2 Marks)

(vi) When the auditor has to express an adverse opinion, he need not communicate
with those charged with governance as this may have an impact on payment of his
audit fees. (2 Marks)

(vii) Instead of modifying an opinion in accordance with SA 705, the statutory auditor
can use Key Audit Matter paragraph in the audit report with an unmodified opinion.
(2 Marks)

B.Com


(viii) The concept of “joint audif has legal foothold under the Companies Act, 2013.
(2 Marks)

(b) Answer the below MCQs:
1. While expressing an unmodified opinion on financial statements, the auditor shall
not use which of the following phrases? (2 Marks)
(a) present fairly in all material respects
(b) give a true and fair view
(c) with the foregoing explanation
(d) All of the above

2 is a paragraph included in the auditor's report that refers to a
matter appropriately presented or disclosed in the financial statements that, in the
auditor's judgement, is of such importance that it is fundamental to the user's
understanding of the financial statements. (2 Marks)
(a) Emphasis of Matter Paragraph
(b) Other Matter Paragraph
(c) Key Audit Matter
(d) Management Responsibility Paragraph.

Section- B

II. Answer any Four of the following : 4x10= 40

2. (a) During the course of audit of a company, An issue arose relating to treatment of
interest costs Of company on its restructured loans taken from a bank. This
important matter was discussed with CFO of the company and was properly
resolved. Is it necessary for the auditor to include in its working papers? (5 Marks)

(b) CA Sonali Morarca has completed audit of a listing company. The audit report
elated 15th July 2023 has been issued however, audit working papers including
record of discussions with management, details of audit procedures performed to
obtain audit evidence and conclusions reached by her have not been properly
assembled. More than six months have elapsed after issue of audit report.
Subsequently, she has received a letter from regulator in connection with audit of
the company requesting her to share copy of audit file. (5 Marks)

3. (a) State and explain the powers of Comptroller and auditor general of India in the
government audit. (5 Marks)



_(b) What is the function of audit while examining various rules, regulations and
orders with regard to audit against rules and orders by controller and auditor
general? (5 Marks)

4. (a) The auditor has no obligation to perform any audit procedures regarding the
financial statements after the date of the auditor's report. However, when, after the
date of the auditor's report but before the date of the financial statements are
issued, a fact becomes known to the auditor that, had it been known to the auditor
at the date of the auditor's report, may have caused the auditor to amend the
auditor's report. Explain the auditor's obligation in the above situation. (5 marks)

(b) SA560 "subsequent events" deals with auditor's responsibilities relating to
subsequent events in an audit of financial statements. Financial statements may be
affected by certain events that occur after the date of the financial statements. Many
financial reporting frameworks specifically refer to such events. Explain those
events and also define subsequent events. (5 Marks)

5. (a) What are the general requirements of an effective risk management system in
Banks? (5 Marks)
(b) Explain the matters discussed during the planning stage of Audit of Banks. (5
Marks)

6- (a) Explain principle based approach v/s rules based approach. (5 Marks)

(b) There are two interlinked perspectives of independence of auditors, one,
independence of mind and two, independence in appearance. Explain. (5 Marks)

*******************
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Section- A(compulsory)

I , Answer The Following Question : 1x20= 20

1. (a) Explain Cost Leadership Strategy. What are the actions to be taken by a

business to achieve cost leadership? (10 marks)

(b) Explain the advantages & disadvantages of Cost Leadership Strategy.

(10 marks)

Section- B

II. Answer any Four of the following : 4x10= 40

2. (a) Dharam Singh, the procurement department head of Cyclix, a mountain biking

equipment company, was recently promoted to look after sales department along

with procurement department. His seniors at the corporate level have always liked

his way of leadership and are assured that he would ensure the implementation of

policies and strategies to the best of his capacity but have never involved him in

decision making for the company.

Do you think this is the right approach? Validate your answer with logical reasoning

around management levels and decision making. (5 marks)

(b) ABC Limited is in a wide range of businesses which include apparels, lifestyle

products, furniture, real estate and electrical products. The company is looking to

hire a suitable Chief Executive Officer. Consider yourself as the HR consultant for

ABC limited. You have been assigned the task to enlist the activities involved with

the role of the Chief Executive Officer. Name the strategic level that this role

belongs to and enlist the activities associated with it. (5 marks)

3. (a) Rohit Patel is having a small chemist shop in the central part of Ahmedabad.

What kind of competencies Rohit can build to gain competitive advantage over

online medicine sellers? (5 marks)

(b) Value for Money* is a leading retail chain, on account of its ability to operate its

business at low costs. The retail chain aims to further strengthen its top position in
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the retail industry. Marshal, the CEO of the retail chain is of the view that to achieve

the goals they should focus on lowering the costs of procurement of products.

Explain the core competence of the Value for Money* retail chain. (5 marks)

4. (a) Eco-carry bags Ltd., a recyclable plastic bags manufacturing, and trading

company has seen a potential in the ever-growing awareness around hazards of

plastics and the positive outlook of the society towards recycling and reusing

plastics. A major concern for Eco-carry bags Ltd. are paper bags and old cloth bags.

Even though they are costlier than recyclable plastic bags, irrespective, they are

being welcomed positively by the consumers.

Identify and explain that competition from paper bags and old cloth bags fall under

which category of Porter's Five Forces Model for Competitive Analysis? (5 marks)

(b) Explain any five reasons for businesses to go global. (5 marks)

5. Aurobindo, the pharmaceutical company wants to grow its business. Explain

Ansoff's Product Market Growth Matrix with the help of a diagram and advise them

of the available options.

6. (a) What is an 'hourglass structure1? How can this structure benefit an organization?

(5 marks)

(b) Explain any five benefits of SBU Structure. (5 marks)
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SECTION-A

Answer any TWO questions: (15x2= 30)

1) Explain the role of BPS in a) Telecom b) Media c) Supply chain Management d)

Health care industries.

2) Explain the steps to make the best of each call.

3) Explain the way of performing a Skit.

4) Explain the key characteristics that distinguish formal research methods from

informal research methods, providing examples to illustrate your points.

SECTION - B

Answer any FOUR questions : (5x4= 20)

5) How to become an Active Listener? Explain.

6) Explain the ways employeees interact at workplace.

7) Explain how will you prepare for a meeting as an Attendee.

8) Define Article. Explain its usage.

9) Explain the steps to be taken by the candidate on the day of interview.

1°) Explain the benefits of a skit.

SECTION 一 C

Answer any FIVE questions :

11) Explain the causes of stress.

12) How does attitude impact a persons behaviour?

13) What are etiquetts? Mention any five workplace etiquettes.

14) Fill in the blanks with Vowels and Consonants

1.apple

(2x5=10)
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2. elephant

3.potatoe

4.Igloo

5.table

15) State the Do's and Dont's of Conversational skills.

16) What is meant by Longitudinal Research?

17) What is meant by Intercultural Communication?

***************
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Section- A (compulsory)

I. Answer The Following Question : 1x20= 20

1 Prisha Limited manufactures three different products and the following information

has been collected from the books of accounts:
—

Products

A B C

Sales Mix 40% 35% 25%

Selling Price Rs.300 RS.400 Rs.200

Variable Cost Rs.150 Rs.200 Rs. 120

Total Fixed Costs Rs.18,00,000

Total Sales Rs.60,00,000

The company has currently under discussion, a proposal to discontinue the
manufacture of Product C and replace it with Product E, when the following results
are anticipated:

Products

A B E

Sales Mix 45% 30% 25%

Selling Price Rs. 300 Rs.400 Rs. 300

Variable Cost Rs. 150 Rs.200 Rs. 150

Total Fixed j

Costs
Rs. 18,00,000

Total Sales Rs. 64,00,000
Required:

(i) CALCULATE the total contribution to sales ratio and present break-even sales at
existing sales mix.
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(ii)CALCULATE  the total contribution to sales ratio and present break-even sates at
proposed sales mix.

(iii) STATE whether the proposed sales mix is accepted or not?

Section- B

II- Answer any Four of the following : 4x10= 40

2. X Ltd. supplies spare parts to an air craft company Y Ltd. The production capacity of
X Ltd. facilitates production of any one spare part for a particular period of time. The
following are the cost and other information for the production of the two different
spare parts A and B:

Alloy available is 13,000 KGs. @ Rs. 12.50 per kg.

Variable overheads per machine hours Machine P: Rs. 80

Part A Part B
Per unit

Alloy usage 1.6 kgs. 1.6 kgs.
Machine Time: Machine P 0,6 hrs 0.25 hrs
Machine Time: Machine Q 0.5 hrs. 0.55 hrs

Target Price (Rs.) 145 115
Total hours available Machine P 4,000 hours

Machine Q 4,500 hours

Machine Q: Rs. 100

Required

1. IDENTIFY the spare part which will optimize contribution at the offered price.
2. If Y Ltd. reduces target price by 10% and offers Rs. 60 per hour of unutilized
machine hour, CALCULATE the total contribution from the spare part identified
above?

3. Concorde Ltd. manufactures two products using two types of materials and one
grade of labour. Shown below is an extract from the company's working papers for

the next month*s budget:
Product-A Product- B

Budgeted sales (in units) 2,400 3,600

Budgeted material consumption per unit (in kg):

Material-X 5 3

Material-Y 4 6



4.

Standard labour hours allowed per unit of product 3 5

Material-X and Material-Y cost Rs.4 and Rs.6 per kg and labours are paid Rs.25 per
hour. Overtime premium is 50% and is payable, if a worker works for more than 40

hours a week. There are 180 direct workers.
The target productivity ratio (or efficiency ratio) for the productive hours worked by
the direct workers in actually manufacturing the products is 80%, In addition the
non-productive down-time is budgeted at 20% of the productive hours worked.
There are four 5-days weeks in the budgeted period and it is anticipated that sales
and production will occur evenly throughout the whole period.

It is anticipated that stock at the beginning of the period will be:

Product-A 400 units

:Product-B 200 units

Material-X 1,000 kg.

Material-Y 500 kg.

The anticipated closing stocks for budget period are as below:

Product-A 4 days sales

Product-B 5 days sales

Material-X 10 days consumption

Material-Y 6 days consumption

Required:
CALCULATE the Material Purchase Budget and the Wages Budget for the direct

workers, showing the quantities and values, for the next month.

A company has a normal capacity of 120 machines, working 8 hours per day of 25
days in a month. The fixed overheads are budgeted at Rs. 1,44,000 per month. The
standard time required to manufacture one unit of product is 4 hours.
In April 2021, the company worked 24 days of 840 machine hours per day and
produced 5,305 units of output. The actual fixed overheads were Rs.1,42,000.
COMPUTE the following Fixed Overhead variance:

1. Efficiency variance
2. Capacity variance
3. Calendar variance
4. Expenditure variance
5. Volume variance

6. Total Fixed overhead variance



5. Dutta Enterprises operates an Integral system of accounting. You are required to
PASS the Journal Entries for the following transactions that took place for the year
ended 31st March.
(Narrations are not required)

(Rs.)

Raw Materials purchased (50% on Credit) 6,00,000

Materials issued to production 4,00,000

Wages paid (50% Direct) 2,00,000

Wages charged to production 1,00,000

Factory Overheads incurred 80,000

Factory Overheads charged to production 1,00,000

Selling and Distribution Overheads incurred 40,000

Finished Goods at cost 5,00,000

Sales (50% Credit) 7,50,000

Closing stock Nil

Receipts from debtors 2,00,000

Payments to creditors 2,00,000

6. ABC Hospital runs a Critical Care Unit (CCU) in a hired building. CCU consists of 35
beds and 5 more beds can be added, if required.

Rent per month - Rs.75,000
Supervisors 一 2 persons 一 Rs.25,000 Per month 一 each
Nurses 一 4 persons 一 Rs.20,000 per month 一 each
Ward Boys 一 4 persons 一 Rs.5,000 per month 一 each
Doctors paid Rs.2,50,000 per month 一 paid on the basis of number of patients

attended and the time spent by them

Other expenses for the year are as follows:
Repairs (Fixed) 一 Rs.81,000
Food to Patients (Variable) 一 Rs.8,80,000

Other services to patients (Variable) 一 Rs.3,00,000

Laundry charges (Variable) 一 Rs.6,00,000

Medicines (Variable) 一 Rs.7,50,000



Other fixed expenses 一 Rs.10,80,000
Administration expenses allocated - Rs.10,00,000
It was estimated that for 150 days in a year 35 beds are occupied and for 80 days

only 25 beds are occupied.
The hospital hired 750 beds at a charge of Rs.100 per bed per day, to

accommodate the flow of patients. However, this does not exceed more than 5 extra
beds over and above the normal capacity of 35 beds on any day.

You are required to 一
(a) CALCULATE profit per Patient day, if the hospital recovers on an average
Rs.2,000 per day from each patient

(b) FIND OUT Breakeven point for the hospital.
*****************
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Section A

Answer any TWO of the following: (2x15= 30)

1. The following summarised statements of financial position are provided for P and S

as at 30 June 20X8:

P S

$000 $000

Non-current assets 8000 5000

Investment in S 7000 -

Current Assets !

Inventory 1600 I 850

Receivables 1350 950

Cash & cash equivalents 850 : 400

18800 7200

Equity

Share capital $1 '10000 4000

Share premium 2000 : 500

Retained earnings :5050 1400

Current liabilities

Payables 1750 1300

18800 7200

P acquired 90% of S two years ago for $7,000,000 when the balance on the

retained earnings of S was $800,000. The group elect to value NCI at fair value at

acquisition and the fair value of the NCI was $650,000 at this date.

S sells goods to P at a profit margin of 20%. As a result, P's records showed a

payable due to S of $50,000 at the reporting date. However this disagreed to S's

receivables balance of $60,000 due to cash in transit.

B.Com


At the reporting date, P held $100,000 of goods in inventory that had been

purchased from S. There has been no impairment of goodwill.

Required: Prepare the consolidated statement of financial position at 30 June

20X8.

2. On 1 July 20X4 T Ltd purchased 1,600,000 of the 2,000,000 $1 equity shares of W

for $10,280,000. At the date of acquisition the retained earnings of W Ltd were

$6,150,000. The statements of profit or loss for each entity for the year ended 31

March 20X5 were as follows.

TLtd WLtd

$000 $000

Revenue 60000 24000

Cost of sales (42000) (20000)

Gross profit 18000 4000

Distribution costs (2500) (50)
I
Administrative expenses (3500) (150) i

Profit from operations 12000 3800

Investment income 75 -

Finance costs - (200)

Profit before tax 12075 3600

Tax (3000) (600)

Profit for the year 9075 3000

Retained earnings bfd 16525 5400

There were no items of other comprehensive income in the year. The following

information is relevant:

a. The fair values of W Ltd's net assets at the date of acquisition were equal to

their carrying values with the exception of plant and equipment, which had a

carrying value of $2,000,000 but a fair value of $5,200,000. The remaining useful

life of this plant and equipment was four years at the date of acquisition.

Depreciation is charged to cost of sales and is time apportioned on a monthly

basis.

b. During the post-acquisition period T Ltd sold goods to W Ltd for $12 million.

The goods had originally cost $9 million. During the remaining months of the year

W Ltd sold $10 million (at cost to W Ltd) of these goods to third parties for $13

million.

c. Income and expenses accrued evenly throughout the year.

d. T Ltd has a policy of valuing non-controlling interests using the full goodwill



method. The fair value of non-controlling interest at the date of acquisition was

$2,520,000.

e. The recoverable amount of the net assets of W Ltd at the reporting date was

$14,150,000. Any goodwill impairment should be charged to administrative

expenses

Required: Prepare a consolidated statement of profit or loss for T Ltd group for the

year ended 31 March 20X5.

3. On the 1 July 20X1 Santoor acquired 60% of Albans, whose functional currency is

Ds. The presentation currency of the Santoor group is the dollar ($). The financial

statements of both entities are as follows.

Statement of financial position as at 30 June 20X2

Santoor( $) Albans

Assets $ D

Investment in Albans 5000 -

Loan to Albans 1400 -

Property, Plant and equipment 10000 15400

Inventories 5000 4000

Receivables 4000 500

Cash and cash equivalents 1600 560

Equity and liabilities

Equity capital ($1/D1) 10,000 1000

Share premium 3000 500

Retained earnings 4000 12500

Non current Liabilities 5000 5460

Current Liabilities 5000 1000

The following information is applicable

・ Santoor purchased the shares in Albans for D10,000 on the first day of

the accounting period. At the date of acquisition, the retained earnings of

Albans were D500. The fair value of Albans* net assets exceeded the

carrying amount by D1,000. This fair value adjustment was attributable to

plant with a remaining five-year life as at the date of acquisition.

-Just before the year-end Santoor acquired some goods from a third party

at a cost of $800, which it sold to Albans for cash at a markup of 50%. At

the reporting date all these goods remain in the inventories of Albans.



・ On 1 June 20X2 Santoor lent Albans $1,400. The liability is recorded at

the historic rate within the non-current liabilities of Albans.

・ Santoor measures non-controlling interests at acquisition at fair value.

The fair value of the non-controlling interest in Albans at the date of

acquisition was D5.000. An impairment review was performed and

goodwill had reduced in value by 10% at 30 June 20X2

・ On 1 July 20X1, Santoor received a government grant for $4,000. This

grant was provided as a contribution towards the costs of training

employees over the next two years. Santoor has reduced its

administrative expenses by the full $4,000

Exchange rates are as follows:

D:$1

1 July 20X1 2.0

Average rate 3.0

1 June 20X2 3.9

30 June 20X2 4.5

Required: Prepare the equity section of the consolidated statement of financial

position as at 30 June 20X2. With respect to Albans, your answer should explain

why foreign exchange differences arise in the consolidated financial statements

4. Tuyet is a public limited company that prepares its financial statements in

accordance with International Financial Reporting Standards and has a year end of

31 December 20X1. It manufactures furniture that is sold to a range of retail

outlets. As at the year-end Tuyet has loans outstanding, with repayments of $7

million due annually in each of the next four years.

You are a potential investor in Tuyet. You are analysing its statement of cash flows

for the year ended 31 December 20X1, which is presented below:

Statement of cash flows for year ended 31 December 20X1

$M $M

Cash flows from operating activities

Profit before tax 35 j

Finance cost 5

Depreciation ; 12

Profit on disposal of PPE (8)

Reduction in provisions (6)

Increase in inventories i (19)

Increase in receivables (14)



Increase in payables 13

Cash generated from operations 18

Interest paid (5)

Tax paid (10)

3

Cash flows from investing activities

Proceeds from sale of PPE 20

Purchases of PPE (30)

(10)

Cash flows from financing activities

Proceeds from shares 15

Repayment of loans (7)

Dividends paid -

8

Increase in cash and cash equivalents 1

Opening cash and cash equivalents ⑸

Closing cash and cash equivalents (4)

Required: From analysis of the statement of cash flows, what conclusions would

you draw about Tuyet?

Section B
Answer any TWO of the following: (2x10= 20)

5. The management of a company have identified operating segments based on

geographical location. Information for these segments is provided below:

Segment Total Revenue External Revenue Internal revenue Profit/ (Loss) Assets

Required: According to IFRS 8, which segments must be reported?

$000 $000 $000 $000 $000

Bangalore 260 140 120 98 3400

Mumbai 78 33 45 (26) 345

Chennai 150 150 - 47 995

Delhi 330 195 135 121 3800

Lucknow 85 40 45 (15) 580

Tamilnadu 97 54 43 12 880

1000 612 388 237 10000



6. Nell is a company that used to prepare financial statements under local national

standards. Their first financial statements produced in accordance with I FRS

Standards are for the year ended December 20X5 and these will include

comparative information for the previous financial year. Its previous GAAP financial

statements are for the years ended 31 December 20X3 and 20X4. The directors

are unsure about the following issues:

(i) Nell received $5 million in advance orders for a new product on 31 December

20X3. These products were not dispatched until 20X4. In line with its previous

GAAP, this $5m was recognised as revenue.

(ii) A restructuring provision of $1 million relating to head office activities was

recognised at 31 December 20X3 in accordance with previous GAAP. This does

not qualify for recognition as a liability in accordance with IAS 37.

(iii) Nell made estimates of accrued expenses and provisions at 31 December

20X3. Some of these estimates turned out to be under-stated. Nat believes that

the estimates were reasonable and in line with the requirements of both its

previous GAAP and IFRS Standards.

Required: In accordance with IFRS 1, how should the above issues be dealt with?

7. The purchase consideration transferred by PNR in exchange for the shares in SNR

was as follows:

Cash paid of $300,000

Cash to be paid in one year's time of $200,000

10,000 shares in PNR. These had a nominal value of $1 and a fair value at 1

January 20X1 of $3 each $250,000 to be paid in one year's time if SNR makes a

profit before tax of more than $2m. There is a 50% chance of this happening. The

fair value of this contingent consideration can be measured as the present value of

the expected value.

PNR is required to replace a share-based payment scheme previously granted

by SNR to its employees. By the acquisition date, SNR's employees had rendered

the required service for the award but had not exercised their options. The fair

value of SNR's award at the acquisition date was $400,000. The fair value of

PNR's replacement award, which has no post-acquisition vesting conditions

attached, was $500,000. Legal fees associated with the acquisition were $10,000.

Where required, a discount rate of 10% should be used.

Required: Discuss, with calculations, the fair value of the consideration transferred

to acquire control of SNR

8. A Ltd has owned 90% of the ordinary shares of F Ltd for many years. A Ltd also

has a 10% investment in the shares of B Ltd, which was measured at fair value



through profit or loss and held in the consolidated statement of financial position as

at 31 December 20X6 at $24,000 in accordance with IFRS 9 Financial Instruments.

On 30 June 20X7, A Ltd acquired a further 50% of B ltd's equity shares at a cost

of $160,000.

The draft statements of profit or loss for the three companies for the year ended 31

December 20X7 are presented below:

A Ltd FLtd B Ltd

$000 $000 $000

Revenue 500 300 200

Cost of sales (300) (70) (120)

Gross profit 200 230 80

Operating costs (60) (80) (60)

Profit from operations 140 150 20

Income tax (28) (30) (4)

Profit for the period 112 120 16

The non-controlling interest is calculated using the fair value method. On 30 June

20X7, fair values were as follows:

B Ltd's identifiable net assets - $200,000

The non-controlling interest in B Ltd - $100,000

The original 10% investment in B Ltd 一 $26,000

Required: Prepare the consolidated statement of profit or loss for the A Ltd Group

for the year ended 31 December 20X7 and calculate the goodwill arising on the

acquisition of B Ltd .

Section C
Answer any TWO of the following: (2x5= 10)

9. A single investor has a controlling shareholding in Beth and Banger. Banger and

Beth are not within the same group. Towards the end of the reporting period Beth

made a large number of sales to Banger in excess of normal selling prices. The

finance director of Beth has not disclosed these transactions in the financial

statements. Required: Discuss the accounting and ethical issues arising from the

above.

1°. Define SME Entity and state four reporting standards that are ommitted from the

SMEs standard.

11. Parrot owns 18% of the ordinary shares of Blackbird. The remaining 82% of the

ordinary shares are held by hundreds of investors, and no single investor has a



holding of more than 5%. Blackbird has six directors and Parrot is able to appoint

two of these. Blackbird is one of Parrofs key suppliers. Parrofs operations and

human resource managers spend several days a year at Blackbird in order to

ensure that trading between the two entities is as smooth as possible. In the

consolidated financial statements, the directors of parrot wish to account for the

investment in Blackbird as a financial asset, Required: Discuss whether the

proposed accounting treatment is correct.

12. As at 31 December 20X1, R Ltd has tax adjusted losses of $4 million which arose

from a one-off restructuring exercise. Under tax law, these losses may be carried

forward to relieve taxable profits in the future. R Ltd has produced forecasts that

predict total future taxable profits over the next three years of $2.5 million.

However, the accountant of R Ltd is not able to reliably forecast profits beyond that

date. The tax rate for profits earned during the year ended 31 December 20X1 is

30%. However, the government passed legislation during the reporting period that

lowered the tax rate to 28% from 1 January 20X2. Required: Explain the deferred

tax implications of the above.
********************


