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I. Answer any THREE of the following : (3*20= 60 Marks)

1- A Ltd. and B Ltd. agree to amalgamate and form a New Company C Ltd., which will take over all

the assets and liabilities of the two existing companies.
The assets and liabilities of A Ltd., are to be taken over at book value C Ltd., issues 5 shares at a
premium of 10 percent for every 4 shares in A Ltd. towards purchase consideration.

In the case of B Ltd.
1. The Debentures of B Ltd. would be paid off by the issue of an equal number of debentures in

C Ltd. at a discount of 10 percent.
2. The holders of 6 percent preference shares of B Ltd. would be allotted 4 (four) 7 percent
preference shares in C Ltd. for every 5 (five) preference shares held in B Ltd.
3.. The equity shareholders would be allotted sufficient shares to cover the balance on their
accounts after adjusting asset value by reducing plant and machinery by 10 percent and
providing 5 percent on Sundry Debtors. Equity Shares to B Ltd. were also issued at 10%
premium. The summarised Balance Sheets of A Ltd. and B Ltd. on the date of merger were as

follows:

Show the necessary ledger accounts in the books of A Ltd., and B Ltd., and draw up the opening
balance sheet of C Ltd(assuming amalgamation in the nature of purchase)

Liabilities
A Ltd

Rs
B Ltd.

Rs.
Assets

A Ltd.
Rs.

B Ltd.
Rs.

Equity shares of Rs.10 each 400000 500000|piant & Machinery 800000 800000

6% Preference shares (Rs. 100 each) - 300000 Stock 65000 60000

4% Debentures - 200000 Sundry Debtors 95000 50000

Profit & Loss A/c 500000 ■ Cash & Bank 65000 40000

Contingency Reserve 50000 Profit & Loss A/c - 140000

Sundry Creditors 75000 90000

1025000 1090000 1025000 1090000

2. The following is the Balance Sheet of Upset Co. Ltd, as on 31.12.2020.

Liabilities Rs. Assets Rs.

Share Capital:
2,000,5% Preference shares(Rs.100 each)
4,000 Equity shares of Rs.100 each
6% Mortgage Debentures
Bank Overdrafts
Sundry Creditors

2,00,000
4,00,000
1,00,000

50,000
1,00,000

Goodwill
Land & Buildings
Machinery
Stock
Debtors
Cash
Profit & Loss A/c

15,000
2,00,000
3,00,000

50,000
40,000

5,000
2,40,000

8,50,000 8,50,000

B.Com


The Company adopted the following scheme of Reconstruction:
1. The Preference shares are to be reduced to fully paid up shares of Rs.75 each and Equity
shares are also to be reduced to shares of Rs.40 each fully paid up.
2. The Debenture holders took over Stock and Debtors in full satisfaction of their claims.
3. The fictitious assets to be eliminated.
4. Land and Building to be appreciated by 30% and Machinery to be depreciated by 33 1/3% .
5. The expenses of Reconstruction amounted to Rs.3,000.
Give Journal entries for the above and prepare the revised Balance Sheet.

3. Following are the Balance Sheet as on 31 Dec. 2020.
Liabilities H Ltd.

Rs.
S Ltd.

Rs.
Assets H Ltd.

Rs.
S Ltd.

Rs.
Share Capital in Building 4,000
50 Ps shares 10,000 8,000 Plant 1,000 6,000
Reserves 4,000 3,000 Stock 4,000 6,000
B/P 2,000 1,000 Shares in S Ltd. 6,000 -
Creditors 5,000 4,000 Debtors 5,000 3,000
P & L Account 4,000 2,000 B/R 3,000 2,000

Cash 2,000 1,000
25,000 18,000 25,000 18,000

Debtors of H Ltd. include Rs.2,000 due from S Ltd. and Bills Payable of H Ltd. included a Bill o1
Rs.500 accepted in favour of S Ltd. Loan of Rs.1,000 given by H Ltd. to S Ltd. was also included
in the items Debtors and Creditors respectively.
Prepare Consolidated Balance Sheet. Rs.500 was transferred from P & L Account to Reserve out
of current year's profit. Shares were purchased on 30 June 2020.

Preference dividend is in arrears for two years and as per articles, it is payable in the event of
company’s winding up.

4. The Summarised Balance Sheet of Mathew Co. Ltd., as on 31st March 2018, being the date of
voluntary winding up is as under:

Liabilities Rs. Assets Rs.

12% Cumulative Preference Shares:10,000
Shares of Rs.100 each fully paid up 10,00,000 Land & Buildings 3,86,000

Equity Share Capitai:5,000 Equity Shares of
Rs.100 each, Rs.60 per share called & paid up 3,00,000 Plant & Machinery 8,21,000

5,000 Equity Shares of Rs.100 each, Rs.50 per
share called & paid up 2,50,000 Stock in Trade 1,84,000

15% Debentures 4,00,000 Book Debts 13,37,000

Preferential Creditors 1,05,000 Profit & Loss A/c 3,72,000

Bank Overdraft 3,03,000

Trade Creditors 7,42,000

31,00,000 31,00,00



By 31st March, 2018 the assets realised were as follows:

Land and Buildings 9,84,000
Stock in Trade 1,63,000
Plant and Machinery 7,12,000
|Bood Debts 11,91,000

Expenses of liquidation are Rs.54,000. The remuneration to the liquidator is 3 percent of the
amounts realised from the assets. Income Tax payable on liquidation is Rs.44,500. Assuming
that the final payments are made on 31st August 2018. Prepare the liquidator’s final statement oi

account.

II. Answer any FOUR of the following : (4x10= 40 Marks)

5. Following is the Balance Sheet of Poornima Ltd. as on 30.06.2020.

Liabilities Rs. Assets Rs.

2,000 shares of Rs.100 each 2,00,000 Goodwill 35,000

Reserve 20,000 Buildings 85,000

Debentures 1,40,000 Plant 1,60,000

Creditors 80,000 Stock 55,000

Debtors 65,000
Cash 40,000

4,40,000 4,40,000

The business was taken over by Bhaskara Ltd., on the following terms:
1. To take over all assets except cash at 10% less than the book value (except goodwill). The
goodwill is taken at 4 years purchase of super profits. Super profit is the difference between 5
year’s average profits and 8% of the combined capital and reserve.
2. To take over trade creditors subject to 5% discount.
3. Purchase price has to be paid in cash to the extent of Rs.1,50,000 and the balance in fully
paid equity shares of Rs.10 valued at Rs.12.50 per share. The profit of the 5 years were:

30.06.2017 40,500
30.06.2016 29,750
30.06.2015 35,125
30.06.2014 22,100
30.06.2013 2,302

Calculate the amount of purchase price and show the mode of payment

6- The Balance Sheet of Mayura ltd. as on 31.12.2020 was as follows:

Liabilities Rs. Assets Rs.

Share Capital: Fixed Assets 88,000
8000 Shares of Rs.10 each 80,000 Stock 16,000
Creditors: Debtors 24,000
Preferential 4,000 Cash 100
Unsecured 56,000 60,000 P&LA/c 9,900

Preliminary Expenses 4,000

140,000 140,000



The following scheme of reconstruction was arranged on this date:
1) The company to go into voluntary liquidation and a new company called Navadurga., with an
authorized capital of Rs.1,60,000 to be formed to take over the assets and liabilities .
ii) 8,000 shares of Rs.10 each in Navadurga Ltd., Rs.5 paid up to be distributed prorata tc
existing share holders.
Give ledger in the books of Mayura Ltd.

7. The Balance Sheet of Pheno. Co. Ltd. as on 31.03.2020 is as follows;

Liabilities Rs. Assets Rs.

Share capital:
30000 8% Preference shares of Rs. 10 each. 300000 Goodwill 200000

100000 Equity shares of Rs.5 each. 500000 Land 400000

14% Debentures 200000 Machinery 250000

Creditors 300000 Tools 100000

Stock 100000

Debtors 65000

Cash 10000

Profit and Loss A/c 175000

1300000 1300000

On the above date, it was decided to reconstruct the company and the following scheme of
reconstruction was agreed upon
1. The creditors to accept 14% debentures to the extent of half of their dues and the balance to
be paid after six months.
2. The preference shares to be reduced to shares of Rs.5 each.
3. Equity shares to be reduced to shares of Rs. 1 each.
4. The debit balance of profit and loss account and Goodwill to be written off.
5. Land to be reduced by Rs.79000, Machinery by Rs.40000 and Tools by Rs.48000
6. R.B.D. to the extent ofRs.8000 is to be created. Give Journal Entries and reconstructed
Balance Sheet.

8. From the following Balance Sheets of ’H’ Ltd. and ‘S’ Ltd., as on 31.03.2020.

From the following Balance Sheets of ‘H’ Ltd. and 'S’ Ltd., as on 31.03.2020. Calculate Capital
reserve or Goodwill:‘H' Ltd. acquires % of the share capital of ‘S’ Ltd. on 31.03.2020.

H Ltd. S Ltd. H Ltd. S Ltd.Liabilities Assets
Rs. Rs. Rs. Rs.

Share capital 1000000 500000 Fixed assets 1000000 500000
(in Rs. 10 shares) Current assets 650000 600000
General reserve 250000 150000 Shares in S Ltd. 500000 —
Profit and Loss A/c 150000 100000
8% debentures 500000 250000
Sundry creditors 250000 100000

2150000 1100000 2150000 1100000
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I. Answer any THREE of the following : (3*20= 60 Marks)

1- A Ltd. and B Ltd. agree to amalgamate and form a New Company C Ltd., which will take over all
the assets and liabilities of the two existing companies.
The assets and liabilities of A Ltd., are to be taken over at book value C Ltd., issues 5 shares at a
premium of 10 percent for every 4 shares in A Ltd. towards purchase consideration.
In the case of B Ltd.
1. The Debentures of B Ltd. would be paid off by the issue of an equal number of debentures in
C Ltd. at a discount of 10 percent.
2. The holders of 6 percent preference shares of B Ltd. would be allotted 4 (four) 7 percent
preference shares in C Ltd. for every 5 (five) preference shares held in B Ltd.

~ '3: The equity shareholders would be allotted sufficient shares to cover the balance on their
accounts after adjusting asset value by reducing plant and machinery by 10 percent and
providing 5 percent on Sundry Debtors. Equity Shares to B Ltd. were also issued at 10%
premium. The summarised Balance Sheets of ALtd. and B Ltd. on the date of merger were as
follows:

Show the necessary ledger accounts in the books of A Ltd., and B Ltd., and draw up the opening
balance sheet of C Ltd (assuming amalgamation in the nature of purchase)

Liabilities
ALtd.

Rs.
B Ltd.

Rs.
Assets

ALtd.
Rs.

B Ltd.
Rs.

Equity shares of Rs.10 each 400000 500000 Plant & Machinery 800000 800000

6% Preference shares (Rs.100 each) - 300000 Stock 65000 60000

4% Debentures - 200000|Sundry Debtors 95000 50000

Profit & Loss A/c 500000 - Cash & Bank 65000 40000

Contingency Reserve 50000 - Profit & Loss A/c - 140000

Sundry Creditors 75000 90000

1025000 1090000 1025000 1090000

2. The following is the Balance Sheet of Upset Co. Ltd. as on 31.12.2020.

Liabilities Rs. Assets Rs.

Share Capital:
2,000,5% Preference shares(Rs.100 each)
4,000 Equity shares of Rs.100 each
6% Mortgage Debentures
Bank Overdrafts
Sundry Creditors

2,00,000
4,00,000
1,00,000

50,000
1,00,000

Goodwill
Land & Buildings
Machinery
Stock
Debtors
Cash
Profit & Loss A/c

15,000
2,00,000
3,00,000

50,000
40,000

5,000
2,40,000

8,50,000 8,50,000



-The Company adopted the following scheme of Reconstruction:
1. The Preference shares are to be reduced to fully paid up shares of Rs.75 each and Equity
shares are also to be reduced to shares of Rs.40 each fully paid up.
2. The Debenture holders took over Stock and Debtors in full satisfaction of their claims.
3. The fictitious assets to be eliminated.
4. Land and Building to be appreciated by 30% and Machinery to be depreciated by 33 1/3% .
5. The expenses of Reconstruction amounted to Rs.3,000.
Give Journal entries for the above and prepare the revised Balance Sheet.

3. Following are the Balance Sheet as on 31 Dec. 2020.
Liabilities H Ltd.

Rs.
S Ltd.

Rs.
Assets H Ltd.

Rs.
S Ltd.

Rs.

Share Capital in Building 4,000

50 Ps shares 10,000 8,000 Plant 1,000 6,000

Reserves 4,000 3,000 Stock 4,000 6,000

B/P 2,000 1,000 Shares in S Ltd. 6,000 -

Creditors 5,000 4,000 Debtors 5,000 3,000

P&LAccount 4,000 2,000 B/R ' 3,000 2,000
Cash 2,000 1,000

25,000 18,000 25,000 18,000

Debtors-of H Ltd. include Rs.2,000 due from S Ltd. and Bills Payable of H Ltd. included a Bill o1
Rs.500 accepted in favour of S Ltd. Loan of Rs.1,000 given by H Ltd. to S Ltd. was also included
in the items Debtors and Creditors respectively.
Prepare Consolidated Balance Sheet. Rs.500 was transferred from P & L Account to Reserve out
of current year's profit. Shares were purchased on 30 June 2020.

voluntary winding up is as under:

Preference dividend is in arrears for two years and as per articles, it is payable in the event of

4. The Summarised Balance Sheet of Mathew Co. Ltd., as on 31st March 2018, being the date of

Liabilities Rs. Assets Rs.

12% Cumulative Preference Shares:10,000
|Shares of Rs.100 each fully-paid up 10,00,000 Land & Buildings 3,86,000

Equity Share Capital:5,000 Equity Shares of
Rs.100 each, Rs.60 per share called & paid up

3,OO,OOo|piant & Machinery

8,21,000

5,000 Equity Shares of Rs.100 each, Rs.50 per
share called & paid up

2,50,00o|stock in Trade

1,84,000

15% Debentures 4,00,000||Book Debts 13,37,000

Preferential Creditors 1,05,000||Profit & Loss A/c 3,72,000

|Bank Overdraft 3,03,000

Trade Creditors 7,42,000

31,00,000 31,00,00

company's winding up.



By 31st March, 2018 the assets realised were as follows:

Expenses of liquidation are Rs.54,000. The remuneration to the liquidator is 3 percent of the
amounts realised from the assets. Income Tax payable on liquidation is Rs.44,500. Assuming
that the final payments are made on 31st August 2018. Prepare the liquidator's final statement oi

account.

II. Answer any FOUR of the following : (4x10= 40 Marks)

5- Following is the Balance Sheet of Poomima Ltd. as on 30.06.2020.

Liabilities Rs. Assets Rs.

2,000 shares of Rs.100 each 2,00,000 Goodwill 35,000

Reserve 20,000 Buildings 85,000

Debentures 1,40,000 Plant 1,60,000

Creditors 80,000 Stock 55,000

Debtors 65,000

Cash 40,000

4,40,000 4,40,000

The business was taken over by Bhaskara Ltd., on the following terms:
1. To take over all assets except cash at 10% less than the book value (except goodwill). The
goodwill is taken at 4 years purchase of super profits. Super profit is the difference between 5
year’s average profits and 8% of the combined capital and reserve.
2. To take over trade creditors subject to 5% discount.
3. Purchase price has to be paid in cash to the extent of Rs.1,50,000 and the balance in fully
paid equity shares of Rs.10 valued at Rs.12.50 per share. The profit of the 5 years were:

30.06.2017 40,500
30.06.2016 29,750
30.06.2015 35,125
30.06.2014 22,100
30.06.2013 2,302

Calculate the amount of purchase price and show the mode of payment

6. The Balance Sheet of Mayura ltd. as on 31.12.2020 was as follows:

Liabilities Rs. Assets Rs.

Share Capital: Fixed Assets 88,000
8000 Shares of Rs. 10 each 80,000 Stock 16,000
Creditors: Debtors 24,000
Preferential 4,000 Cash 100
Unsecured 56,000 60,000 P&LA/c 9,900

Preliminary Expenses 4,000

140,000 140,000



The following scheme of reconstruction was arranged on this date:
1) The company to go into voluntary liquidation and a new company called Navadurga., with an
authorized -'capital’of Rs.1,60,000 to be formed to take over the assets and liabilities .
ii) 8,000 shares of Rs.10 each in Navadurga Ltd., Rs.5 paid up to be distributed prorata tc
existing share holders.
Give ledger in the books of Mayura Ltd.

7. The Balance Sheet of Pheno. Co. Ltd. as on 31.03.2020 is as follows;

Liabilities Rs. Assets Rs.

Share capital:
30000 8% Preference shares of Rs. 10 each. 300000 Goodwill 200000

100000 Equity shares of Rs.5 each. 500000 Land 400000

14% Debentures 200000 Machinery 250000

Creditors 300000 Tools 100000

Stock 100000

Debtors 65000

Cash 10000

Profit and Loss A/c 175000

1300000 1300000

On the above date, it was decided to reconstruct the company and the following scheme of
reconstruction was agreed upon
1. The creditors to accept 14% debentures to the extent of half of their dues and the balance to
be paid after six months.
2. The preference shares to be reduced to shares of Rs.5 each.
3. Equity shares to be reduced to shares of Rs. 1 each.
4. The debit balance of profit and loss account and Goodwill to be written off.
5. Land to be reduced by Rs.79000, Machinery by Rs.40000 and Tools by Rs.48000
6. R.B.D. to the extent ofRs.8000 is to be created. Give Journal Entries and reconstructed
Balance Sheet -'•«*%.

8- From the following Balance Sheets of 'H' Ltd. and 'S' Ltd., as on 31.03.2020.

H Ltd. S Ltd. H Ltd. S Ltd.
Liabilities

Rs.
Assets

Rs. Rs. Rs.

Share capital 1000000 500000 Fixed assets 1000000 500000
(in Rs. 10 shares) Current assets 650000 600000
General reserve 250000 150000 Shares in S Ltd. 500000 —
Profit and Loss A/c 150000 100000
8% debentures 500000 250000
Sundry creditors 250000 100000

2150000 1100000 2150000 1100000

From the following Balance Sheets of 'H' Ltd. and 'S' Ltd., as on 31.03.2020. Calculate Capital
reserve or Goodwilk'H’ Ltd. acquires % of the share capital of ‘S' Ltd. on 31.03.2020.



Prepare Liquidators Final Statement of Account

9. The ultra optimist company went into voluntary liquidation. The following was its position:
|| Rs.||

Assets realized (excluding amount realized oh secured assets) 350000

Secured creditors (securities realized Rs.40000) 35000

Unsecured creditors 150000

Debentures (floating carriage on all assets) 250000

Liquidation expenses 5000

Liquidators remuneration 7500

III. Answer any FOUR of the following : (4«5= 20 Marks)

10. Write a note on Total Payment Method.

11 • Write a note on Alteration of Capital.

12. How is Minority Interest in a holding company ascertained for the purpose of its Balance

Sheet?

13. State the advantages and disasvantages of Buyback of shares.

14. How do you treat the following in the Liquidator’s Final Statement?
a) Calls in advance
b) Calls in Arrears
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SECTION-A

Answer any TWO questions: (15x2=30)

1) What is meant by Financial Management? Explain the scope of Financial

Management under traditional approach and modern approach.

2) The capital structure of a company consists of an ordinary share capital of

Rs. 10,00,000 ( shares of Rs. 100 each) and Rs.10,00,000 of 10% debentures of

Rs. 1,000 each.

Sales increased by 20% from 1,00,000 units to 1,20,000 units

The'following particulars are provided:

Selling price per unit Rs. 14

Variable cost per unit Rs. 8

Fixed expenses Rs. 2,00,000

Tax rate applicable is 30%. You are required to calculate Financial Leverage,

Operating Leverage, Combined Leverage and EPS for the sale of 1,00,000 units

and 1,20,000 units respectively.

3) A company is considering an investment proposal to install a new machine. The

project will cost Rs.50,000 and will have life and no salvage value. Tax rate is

30%, the company follows straight line method of depreciation. The net earnings

Evaluate the project using:

before depreciation and tax are as follows:

I Year II 1 I 2 3 4 3 4 I 5|eBDT (Rs)||io,ooo||l 1,000
14,000 15,000||25,000

1. Pay Back Period

2. Average rate of return

3. Net Present value at 10% discount rate

4. Profitability Index at 10% discount rate

B.Com


4) Prepare an estimate of working capital from the following data of a manufacturing

concern

: Sales (credit period)- 3 months -Rs.4000000

Raw materials -Rs. 1200000

Wages paid (15 days in arrears)-Rs.960000

Manufacturing expense (1 month in arrears)-Rs.600000

Administration expenses (1 month in arrears)Rs.120000

Sales promotion expenses (payable in advance for 3 months)-Rs. 100000

Income Tax payable Rs.25000

The company enjoys 1 months credit from suppliers of raw material .It maintain 2

months stock of R.M and 2 months stock of finished goods cash balance is

maintained @Rs.50000 as precautionary balance.

Assume 10% for contingencies

SECTION-B

Answer any FOUR questions : (5x4= 20)

5) Write a note on Organisation of Finance Function.

6) For his son doing MBBS, Nagesh wants to accumulate Rs.10,00,000 over a

period of 4years. For this, he plans to make equal annual deposits in the bank at

a compound interest of 8% at the beginning of each year. Calculate how much he

must deposit per year.

' 7)?- Aproject requiring Rs.1,00,000 of initial investment is expected to result in the

following cash flows over an investment horizon of 6years. Assuming interest at

8% determine where the project is viable.

Year cash flows

1 15,000

2 17,000

3 20,000

4 14,000

5 31,000

6 28,000

8) A small-scale industrial unit was selling its output at Rs. 10 per unit with a variable

cost of Rs.4 per unit and a fixed cost of Rs. 10,000. It paid Rs.4,000 on a bank

loan as interest and paid taxes at 40%.



Calculate the Operating Leverage, Financial Leverage, and Combined Leverage

assuming an output of 5000 units.

^-• 7..-.-><9j*(-;lS :ltd furnishes the following particular from which your required to estimate

working capital requirement using operating cycle

i) Average inventory

Raw materials -Rs.400000

Work in progress-Rs600000

Finished goods - Rs.800000

ii) Particular of daily operation

Raw materials consumedRs. 40000

Cost of goods sold-Rs.160000(cost of sales)

Credit sales -Rs. 150000

Credit purchase -80000

Debtors -Rs.1800000

Creditors-Rs. 1040000

Cost of production -Rs. 100000

10) Write a note on Factoring.

SECTION-C

Answer any FIVE questions : (2x5= 10)

11) Give the meaning of Financial Planning.

12)'Mangalore University commerce Teachers’Association collects Rs.100 as annual

membership. It wants to offer one-time payment in the form of Life Membership

Fee considering rate of interest to be 8%. Calculate what should be the Life

Membership Fee.

13) Geetha Ltd is implementing a project with initial capital of Rs.7600. Its cash

inflows are as follows

Year 1 h I3 II4 I
Cash Flows 6000|2000 1000||5000|

Expected rate of return on capital invested is 12% p.a. Calculate Discount

payback period.



14) Harish lent Rs.10,000 to his friend Suresh at a Compound interest of 11%p.a:

Suresh paid half the principal with interest after 3 years and the remaining

■ amount’with^ritdrest^after 5years. Calculate the total •ambufit'^aidi.by Suresh to

Harish.

15) The EBIT of A Ltd, was Rs.1,00,000 and the interest burden was Rs.50,000, with

the applicable tax rate of 40%. Calculate the financial leverage.

16) What is Negative working capital?

17) State any two problems of excess working capital.

***************
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SECTION-A
Answer any TWO questions: (15><2= 30)

1) What is meant by Financial Management? Explain the scope of Financial

Management under traditional approach and modern approach.

2) The capital structure of a company consists of an ordinary share capital of

Rs. 10,00,000 ( shares of Rs. 100 each) and Rs. 10,00,000 of 10% debentures of

Rs. 1,000 each.

Sales increased by 20% from 1,00,000 units to 1,20,000 units

Thefollowing particulars are provided:

Selling price per unit Rs. 14

Variable cost per unit Rs. 8

Fixed expenses Rs. 2,00,000

Tax rate applicable is 30%. You are required to calculate Financial Leverage,

Operating Leverage, Combined Leverage and EPS for the sale of 1,00,000 units

and 1,20,000 units respectively.

3) A company is considering an investment proposal to install a new machine. The

project will cost Rs.50,000 and will have life and no salvage value. Tax rate is

30%, the company follows straight line method of depreciation. The net earnings

Evaluate the project using:

before depreciation and tax are as follows:

Year | 1 2 1 2 3 I 4 I 5
EBDT (Rs) |l 0,000 11,000||l4,000||l5,000||25,000

1. Pay Back Period

2. Average rate of return

3. Net Present value at 10% discount rate

4. Profitability Index at 10% discount rate

B.Com


4) Prepare an estimate of working capital from the following data of a manufacturing

concern

Sales (credit period)- 3 months -Rs.4000000

Raw materials -Rs. 1200000

Wages paid (15 days in arrears)-Rs.960000

Manufacturing expense (1 month in arrears)-Rs.600000

Administration expenses (1 month in arrears)Rs. 120000

Sales promotion expenses (payable in advance for 3 months)-Rs. 100000

Income Tax payable Rs.25000

The company enjoys 1 months credit from suppliers of raw material .It maintain 2

months stock of R.M and 2 months stock of finished goods cash balance is

maintained @Rs.50000 as precautionary balance.

Assume 10% for contingencies

SECTION - B

Answer any FOUR questions : (5x4= 20)

5) Write a note on Organisation of Finance Function.

6) For his son doing MBBS, Nagesh wants to accumulate Rs.10,00,000 over a

period of 4years. For this, he plans to make equal annual deposits in the bank at

a compound interest of 8% at the beginning of each year. Calculate how much he

must deposit per year.

7) A project requiring Rs.1,00,000 of initial investment is expected to result in the

following cash flows over an investment horizon of 6years. Assuming interest at

8% determine where the project is viable.

Year cash flows

1 15,000

2 17,000

3 20,000

4 14,000

5 31,000

6 28,000

8) A small-scale industrial unit was selling its output at Rs. 10 per unit with a variable

cost of Rs.4 per unit and a fixed cost of Rs. 10,000. It paid Rs.4,000 on a bank

loan as interest and paid taxes at 40%.



Calculate the Operating Leverage, Financial Leverage, and Combined Leverage

assuming an output of 5000 units.

9) S ltd furnishes the following particular from which your required to estimate

working capital requirement using operating cycle

i) Average inventory

Raw materials -Rs.400000

Work in progress-R$600000

Finished goods - Rs.800000

ii) Particular of daily operation

Raw materials consumedRs. 40000

Cost of goods sold-Rs.160000(cost of sales)

Credit sales -Rs.150000

Credit purchase -80000

Debtors -Rs. 1800000

Creditors-Rs. 1040000

Cost of production -Rs. 100000

10) Write a note on Factoring.

SECTION-C

Answer any FIVE questions : (2x5=10)

11) Give the meaning of Financial Planning.

12) -Mangalore University commerce Teachers’Association collects Rs.100 as annual

membership. It wants to offer one-time payment in the form of Life Membership

Fee considering rate of interest to be 8%. Calculate what should be the Life

Membership Fee.

13) Geetha Ltd is implementing a project with initial capital of Rs.7600. Its cash

inflows are as follows

|Year 1 ii2'inn
|Cash Flows 6000||2000||l000||5000|

Expected rate of return on capital invested is 12% p.a. Calculate Discount

payback period.



14) Harish lent Rs.10,000 to his friend Suresh at a Compound interest of 11%p.'a.

Suresh paid half the principal with interest after 3 years and the remaining

amount with interest after 5years. Calculate the total amount paid by Suresh to

Harish.

15) The EBIT of A Ltd, was Rs. 1,00,000 and the interest burden was Rs.50,000, with

the applicable tax rate of 40%. Calculate the financial leverage.

16) What is Negative working capital?

17) State any two problems of excess working capital.

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

Answer any TWO questions: (2x15=30)

1) Explain how HRD fosters organizational effectiveness.

2) Describe the impact of globalisation on HRD.

3) What is HR Performance? Explain the goals and funtions of HR Performance.

4) Michelle has worked at the company for six months. She has learned her

responsibilities and has adapted to the environment very quickly and smoothly.

Her co-workers have not adapted to her, however. As Angela states, "Michelle is a

good worker, but all she does is criticize everybody and everything. I don't like to

associate with her."

Michelle's co-workers have now come to see you in the HR Department. Outline

your response to them and base it on the HR manual.

SECTION - B

Answer any FOUR questions :

5) Explain any five functions of HRD.

6) Analyse the concept of Transactional Analysis.

7) Describe the importance of Career Management.

8) Explain the Benefits of Employee Engagement.

9) Mention any five strategies for Employee Retention.

(4x5= 20)

10) What is an HRD Model? List the essential components of an HRD Model.

B.Com


SECTION-C

Answer any FIVE questions :

11) List the merits and demerits of On-the-Job Training.

12) List any four objectives of Management Development.

13) What are the Human Resource Development Applications?

14) Give the meaning of Organization Strategy.

15) Mention any four benefits of Diversity of Workforce.

16) What is meant by Career Advancement?

17) List any four challenges experienced by the repatriates.

*★*★*★★*****★★★★*★★*★★★

(5x2= 10)
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SECTION - A

Answer any TWO questions: (2x15= 30)

1) Compute the Total Income of Mr.Raju from the following particulars, if (a) He is an

ordinarily resident (b) He is not an ordinarily resident (C) He is a non-resident

1. Salary received in India (including Rs.30,000 for services rendered in

Nepal) Rs.1,80,000

2. Agricultural income from land situated in UK (50% is remitted to India)

Rs.85,000

3. Business income in Poona controlled from London (25% received in

UK) Rs.4,00,000

4. Business income from Burma, controlled from Poona Rs.1,60,000

5. Interest on deposits with companies in India (Rs.40,000 received in U.K.)

Rs.80,000

6. Dividend from foreign companies Rs.4,000

7. Profit on sale of building in Poona, received in U.K. Rs.1,15,000

8. Interest on deposit with London branch of SBI Rs.80,000

9. Interest on Poona branch of Royal British Bank, U.K Rs.16,000

10. Income from house property in Poona, received in U.K. Rs.70,000

11. Past untaxed profit brought to India in previous year Rs.7,35,000

12. Gift from friend on the occasion of marriage Rs.62,000

13. Gift from friend in U.K. received there Rs.40,000

14. Profit on sale of building in Bangalore, received in Mangalore

Rs.3,60,000

15. Gift from a business associate on the occasion of 30th birthday Rs.8,000

received in Germany.
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2) Mr. X is working in Delhi as the Chief accountant of a company. He furnishes the

following particulars of his income for the financial year:

Basic Pay - Rs.7,200 p.m.

Dearness Allowance - Rs.2,500 p.m. (60% enters into the calculation of

retirement benefit)

City Compensatory Allowance - Rs.500 p.m.

HRA- Rs.3,2 00 p.m.

He is staying in a rented house for which he pays Rs.3,500 p.m. as rent

Medical Allowance - Rs.300 p.m.

Servant allowance - Rs.500 p.m.

Helper allowance - Rs.3,000

Uniform allowance - Rs.1,500

He is in-charge of the sales dept, and he is entitled to 1% commission on the

sales achieved by him.

During the PY he achieved a turnover of Rs. 10,00,000.

During the year company contributed 15% of his salary to his recognized

provident fund to which he also contributes an equal amount. The interest credited

to PF was Rs.23,000 for the year at 10.5% p.a.

Find out his salary income PY.

In respect of House C, a loan was borrowed for the repairs of the house property

during the PY amounting to Rs.3,50,000 at 9% p.a. The amount is still

outstanding.

3) Compute taxable income from house property for the AY :

A

Let Out

B

Let Out

C

Self Occupied

D

Self Occupied

Fair rental value 2,00,000 3, 80,000 2,40,000 1, 80,000

Annual municipal value 2,40,000 3,60,000 2, 80,000 1, 86,000

Standard rent 2,24,000 - 2,64,000 -

Annual rent receivable 2,60,000 3, 84,000 - -

Vacancy period (months) 2 1 - -

Municipal taxes 10%ofAMV 12% 12% 15%

Municipal taxes paid 50% 40% 100% 75%

Ground rent received p.m. 6,000 9,000 - -

Interest on housing loan 1,44,000 - - -



In respect of House D, a loan was taken for construction on 1-9-20 amounting to

Rs.2, 80,000 at 10% p.a. The construction was completed on 1-4-22. On 1-4-23,

the outstanding amount of loan stood at Rs.2,20,000.

4) A) Mr Srinath (Resident) is employed by AB Co Ltd. He submits the following

particulars of his income and expenditure for the P.Y. Compute his total Income.

a) Income from salary Rs.6,00,000

b) Income from other sources Rs. 2,00,000

C) Own contribution to NPS Rs. 40,000

d) Deposit is notified annuity plan of LIC Rs. 5,000 (5 Marks)

B) Sri Ramprasad whose gross total income is Rs. 48,00,000 makes the following

donations during the PY.

1. Rs. 50,000 in Rajiv Gandhi Foundation

2. Rs. 1,00,000 Prime Ministers Drought Relief Fund

3. Rs. 25,000 to PM earthquake relief fund

4. Rs. 25,000 to APCM cyclone relief fund

5. Rs. 50,000 to NCF

6. Rs. 1,00,000 to Agra Municipal Corporation for opening Girls High School at

Agra which will not be of National eminence

7. Rs. 2,00,000 for repairs and renovation of a church which has been notified by

the central Govt, to be a place of worship

8. Rs. 2,00,000 for repairs to the notified Gurudwara.

Compute his taxable income. (10 Marks)

SECTION-B

Answer any FOUR questions : (5x4= 20)

5) Briefly explain the features of Income Tax.

6) Mr Alwyn, an American citizen, was appointed as Senior Scientific Officer in India

on 1st April, 2018. On 31st January 2019 he went to Uganda on deputation, but

left his wife and children in India. On 31st May, 2020 he came to India and took

with him his family to Uganda on 30th June 2020. He returned to India and joined

his original job on 2nd February 2024. What would be the residential status of

Alwyn for income tax purposes for the AY 2024-25.

7) Mr. A is entitled to basic salary of Rs. 10,000p.m. and dearness allowance of

Rs.2,000 p.m., 40% of which forms part of retirement benefits. He is also entitled



to HRA of Rs. 400 p.m. He actually pays Rs. 4,000 p.m. as rent for a house in

Bombay. Compute the taxable HRA.

8) Mr Harshavardhan retired from his job after 29 years 6 months and 15 days of

service on 17-01-2023 and received gratuity amounting Rs.4,00,000. His salary at

the time of retirement was basic Rs.26.000 p.m. dearness allowance Rs.1,200

p.m.(Rs. 1,000 enters into retirement benefits), House rent allowance Rs.2,000,

Commission on turnover 1%, Commission on profit 5,000. He got an increment on

1-4-2021 of Rs.1,000 p.m. in Basic. Turnover achieved by assessee Rs.1,00,000

p.m. Calculate his taxable gratuity if he is Covered by the Payment of Gratuity Act

of 1972

9) From the following information calculate the annual value of property for AY.

Particulars House 1 House 2 House 3

Fair Rent 30,000 28,000

Municipal Value 25,000 29,000 25,000

Rent received 28,000 27,600 30,000

Standard Rent ............. ........... 24,000

Municipal Tax Paid 2,500 5,800

(paid by the tenants)
..........

10) From the following particulars furnished by Mr Chaithanya, Compute Deductions

u/s 80C.

1. Contribution to RPF Rs.18,000 (Employer's contribution Rs.22,000)

2. PPF Deposit Rs. 15,000 (interest accrued Rs.2,000)

3. LIC on mother's life Rs.2500 (policy amount Rs.20,000)

4. Invested in NSC Rs.10,000

5. Interest accrued on NSC Rs.2,500 and interest received on NSC IX Issue

Rs.2,000

SECTION -C

Answer any FIVE questions : (2x5= 10)

11) Define Person.

12) From the following information compute the total income of Mr. Z if he isNon-

resident



a) Rs. 5,000 earned and received in Africa but brought to India.

b) Profit from business in Indonesia, business is controlled from Delhi Rs. 40,000

13) Mr Sudhakar a non-government employee commuted 2/3rd of his pension and

received Rs.3,60,000 for the same. Compute the exempt amount of the

commuted pension if he is in receipt of gratuity.

14) What is Leave salary?

15) Mr.X is the owner the house which is let out and not governed by Rent Control

Act. From the following particulars find out GAV of each house.

Municipal Value 20,000

Fair Rent 24,000

Actual Rent 28,000

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

16) What is the expected rent?

17) Give the meaning of TDS.
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SECTION-A

Answer any TWO questions: (15*2=30)

1) Elaborate the stages of development in Financial system in India.

2) Define capital markets. Explain the importance and functions of capital markets in

the Indian financial system.

3) Explain Financial Sector Reforms.

4) Describe the methods of floating new issues in which companies raise capital by

issuing new securities in the primary market.

SECTION - B

Answer any FOUR questions : (5x4= 20)

5) Explain the role of Indigenous Bankers.

6) Explain the significance of Forex Market in India.

7) Write a short note on National Stock Exchange.

8) What are the merits and demerits of secondary market in India?

9) Explain the features of Capital Market.

10) "The functions of money market highlight its essential role in maintaining financial

health and stability in the modern economic system." Explain.

B.Com


SECTION - C

Answer any FIVE questions :

11) What is an exchange traded fund?

12) Mention any two Functions of UTI

13) What are Non-Banking Financial Companies?

14) What is the role of Housing Finance?

15) What is a primary market?

16) Explain any one weakness of Indian Financial System

17) Why is it necessary to maintain liquidity in the Financial System?

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

(2x5= 10)
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I. Answer any THREE of the following : (3x20= 60 Marks)

1- Define Contract. What are the essentials of a Valid Contract?

2. Who is a Surety? Explain the rights of the Surety.

3. Explain the different types of companies.

4. Explain the liability for mis-statement in the prospectus.

II. Answer any FOUR of the following : (4x10= 40 Marks)

5. Who is a Minor? Explain the law relating to minor’s agreement.

6- Explain the Rights and Duties of the Bailor.

7- Distinguish between Sale and Agreement to Sell.

8- What is meant by Calls on Shares? Explain the requisites of a valid call.

9. Explain the legal provisions relating to Proxy.

III. Answer any FOUR of the following : (4x5= 20 Marks)

10- Explain the rights of Indemnifier.

11- Explain any five duties of Principal.

12. Define Goods. Explain the types of Goods.

13. Write a note on ‘Lifting of Corporate Veil'.

14. State any five duties of a Chairman.
k***********

B.Com


21COMC503 Reg No : 

CHOICE BASED CREDIT SYSTEM SEMESTER SCHEME

B.Com. FIFTH SEMESTER DEGREE EXAMINATION NOVEMBER 2024

COMMERCE
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Duration:? Hours - ..... — ■ Max Marks:60

SECTION-A

Answer any TWO questions: (15x2= 30)

1) Explain audit classification on the basis of organisational structure,degree of

independence and conduct of audit.

2) What is an Internal Control system? Explain its Objectives.

3) Define Verification. How do you verify the following: a) Goodwill b)Leasehold

Property c) Sundry Creditors?

4) Explain the provisions with regard to the removal .resignation and liability of an

auditor of a company.

SECTION - B

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

5) How do you differentiate audit and investigation.

6) What are the essentials of an internal control system?

?) Explain the process of verification of assets.

8) Explain the procedure to be considered while auditing the financial statements of

NGOs and Cooperative Societies?

9) Describe the contents of Auditor's Report.

10) Explain the role of Professional Accountants in business.

SECTION - C

Answer any FIVE questions : (2x5= 10)

11) What is meant by Audit Note Book?

12) What is meant by Fraud?

13) What is meant by Internal Check?

14) What are the criminal liabilities of an auditor under the Companies Act of 2013?

15) State any two examples of Primary Vouchers.

16) What is meant by Qualified Report?

17) What is meant by professional misconduct of an auditor?

**********
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I. Answer any THREE of the following : (3*20= 60 Marks)

1- Mr. Arun submits the following particulars (he contributes 10% of his salary to

RPF):

Basic pay Rs. 2,20,000

DA Rs. 12,000 (under terms of employemnt)

Project Allowance Rs. 24,000

CCA Rs. 12,000

Commission, (at 2% of turnover of Rs. 10,00,000) Rs. 20,000

HRA (rent paid Rs. 60,000) Rs. 48,000

Profits from business Rs. 51,400

Interest on Bank FD (gross) Rs. 1,24,000

Interest on bank SB A/C Rs. 12,482

Rent received from let out house, transferred to wife without consideration

Rs. 30,000

Profits from textile business Rs. 18,000

Interest on Government securities held by son’s wife (transferred without

consideration) Rs. 20,000

Payment:

Donation to PMNRF Rs. 60,000

Municipal taxes on let out house Rs. 2,000

Interest on money borrowed to pay taxes Rs. 3,000

Expenses for filing income tax appeal Rs. 5,000

LIC premium Rs. 18,000

Deposits in PPF Rs. 66,000

Income from other source Rs. 25,000

Compute total income and tax liability.
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The following is the Profit and Loss A/C of Ayon Company Ltd. for the year

ended 31 March, 20XX: __________ ________

Rs. Rs.

To salaries and wages

To rent and rates

To repairs

To selling expenses

To depreciation

To income tax

To proposed dividend

To net profit

4,00,000

1,00,000

2,30,000

4,50,000

6,00,000

3,60,000

2,60,000

20,00,000

By domestic sales

By export sales

By transfer from

general reserve

28,00,000

12,00,000

4,00,000

44,00,000 44,00,000

Other information:

i) The company has long term capital gain of Rs. 4,00,000 which is not credited

to Profit and Loss A/C.

ii) Depreciation U/S 32 is Rs. 7,50,000.

The company wants to set off the following:

You are required to compute:

a) Total income of the company

b) Book profit as per section 115JB

c) Tax liability of the company

For tax

purpose (Rs.)

For accounting

purpose (Rs.)

Brought forward business loss 6,00,000 5,00,000

Unabsorbed depreciation 3,00,000 3,00,000

3. A, B, C are equal partners in a firm with A being a non-working partner. The P &

L A/C for the year ended 31-3-2022 is as under:

Rs. Rs.

Rent 60,000 Gross profit 10,00,000

Office expenses 30,000 Rent from house property 26,000

Salaries 2,00,000 Bad debts recovered 2,000

Advertisement 30,000 Interest on securities 4,000
[Depreciation reserve 40,000 Dividend from Indian Company 30,000

Charity and donations 5,000

RBD 20,000



Bad debts 15,000

Sundry expenses 60,000

Depreciation 20,000

Interest on capital:

A 1,00,000

B 60,000

C 40,000 1,00,000

Bonus

A 15,000

B 15,000 30,000

Commission

A 20,000

B 15,000

C 10,000 40,000

Net profit 3,55,000

11,05,000 11,05,000

a. Salaries include partners salaries B Rs. 30,000 and C Rs. 20,000

b. Depreciation allowable as per income tax rules is Rs. 30,000

c. Donation includes donation to local school (recognized) Rs. 3,500, to a club

Rs. 1,000 and to trade association Rs. 500

d. Capital account of the partners at the beginning of the PY were as follows:

X 2,00,000

Y 1,00,000

Z 1,00,000

e. Office expenses include bonus to partners:

X 1,000

Y 2,500

Z 1,500

Compute profit from business, total income of the firm and also calculate

partners share in the firm and partners income from the firm.

4. a) The following are the particulars of income of a co-operative society (which is

neither a Housing Society, nor an Urban Consumers Society, nor a Transport

Society, nor it is using power):

i. Interest on securities Rs. 2,000

ii. The society owns a building, half of which is let out for Rs. 2,400 per annum

and the other half is occupied by the society. The municipal valuation of the

whole house is Rs. 4,000.



Expenses incurred in respect of the house (charged against Profit & Loss A/C

before arriving at the income from business) are as under:

- Municipal Taxes Rs. 400

- Ground Rent Rs. 100

- Collection Charges Rs. 150

iii. Income from business Rs. 10,000

iv. Income from other sources:
- Dividend from shares in an Indian company Rs. 1,000

- Interest on fixed deposit with a co-operative society Rs. 600 and with a

bank Rs. 2,000

Compute Total Income of the society. (15 Marks)

b) Briefly explain the deductions available U/S 80 P. (5 Marks)

II. Answer any FOUR of the following : (4x10= 40 Marks)

5- Mr. L furnishes the following particulars of his income:

Salary received Rs. 3,21,000

Interest on Govt, securities Rs. 6,000

Business income (Non-speculation) Rs. 25,000

Share of loss from firm Rs. 6000

Loss from speculation Rs. 4,000

Lottery income (Net) Rs. 21,000

Gains from horse race (gross) Rs. 4,000

Loss in crossword puzzle Rs. 3,000

Loss in card games Rs. 4,800

Profit from card games Rs. 6,000

STCL (Shares) Rs. 5,000

Collection charge of lottery prize Rs. 1,000

Compute his GTI.

6. a) During the PY, a charitable trust earned an income of Rs. 3,00,000 from property

held for charitable purpose and Rs. 3,00,000 from voluntary contributions. The

trust utilised the amount during the PY as under:

Spent for charitable purpose in India Rs. 2,00,000

Spent for charitable purpose outside India Rs. 30,000

Repaid loan taken for construction of building for charitable purposes

Rs.3,00,000

Compute taxable income of the trust. (5 Marks)



b) During the previous year, a charitable trust derived the following income:

Voluntary contribution (Rs. 20,90,000 is or specific direction that it shall form part

of the corpus of the trust) Rs. 41,10,000

Income from property held in trust Rs. 2,00,000

During the PY the trust spends Rs. 2,19,610 (it includes a sum of Rs. 10,000

donated to a charitable trust) and spent Rs. 7,46,000 for the purpose of

construction of a charitable hospital. (5 Marks)

7. P & L A/C of M/S A & B sharing profits and losses in the ratio 3:2 for the PY is

given below:

Rs. Rs.

To Cost of goods sold 5,45,000, By Sales 9,50,000

To Remuneration to

partners
3,00,000

By Dividend

(gross)
30,000

To Remuneration to

employees
1,70,000 By LTCG 1,90,000

To Interest to partners
By Interest on

drawings

A: 20,000 A: 10,000

B: 20,000 B: 10,000'

To Other expenses 1,00,000

To GST outstanding 10,000

To Net profit 25,000

11,90,000 11,90,000

Adjustments:

The partnership firm is not evidenced by an instrument.

Other expenses include the following:

- Entertainment expenses Rs. 20,000;

- VIP bags costing Rs. 1500 each given to dealers who exceeded sales target

under sales promotion scheme;

- Employers contribution to PF amounting to Rs. 10,000;

- Rs. 30,000 in cash to a supplier who refused to accept payment by a cheque.

O/S GST was paid before due date of filing returns.

Other income of partners : A: Rs.2,90,000, B: Rs.3,86,000

Compute for the Assessment Year, total income of the firm and tax liability of the

firm.



8. An employee Ms. Catherine would receive the following during the financial

year:

Salary after standard deduction Rs. 8,67,500.

His annual contribution to recognized provident fund is Rs. 62,000 and he has

paid life insurance premium of Rs. 12,000. He has participated in the Unit-linked

Insurance Plan, 1971 and pays Rs. 1,000 towards that.

Compute his total income from salary liable to deduction of tax at source and the

amount of tax to be deducted.

9- A. Write a note on Arm’s Length Pricing. (5 Marks)

B. Write a note on Transfer Pricing. (5 Marks)

III. Answer any FOUR of the following : (4*5= 20 Marks)

10. Explain the types of Assessment.

11- Write a note on calculation of Book Profits of Companies.

12. Compute the income of the firm from business in the following cases: Conditions

u/s 184 and 40(b) fulfilled:

a) Book Profit Rs. 1,80,000, Remuneration to working partners Rs. 1,50,000

b) Book Profit Rs. 6,00,000, Remuneration to working partners Rs. 4,10,000

13. For the financial year find out the tax to be deducted at source in the following

cases if the recipient is an Individual and resident in India.

Income from interest on securities (listed) Rs. 6000

Payment regarding lottery winnings Rs. 500

Dividends from domestic company Rs. 40,000

Winnings from horse race Rs. 20,000

Winnings from another horse race Rs. 2000

Commission to lottery agent Rs. 25,000

Insurance commission Rs. 34,000

14. Briefly explain the provisions of DTAA.
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SECTION-A

Answer any TWO questions: (15*2= 30)

1) Breakdown the various retail formats and explain each in detail.

2) Explain in detail the process of executing a business plan.

3) Explain thoroughly vital elements of Branding.

4) Explain in details the importance of various Promotional Mixes in Retailing.

SECTION-B

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

5) Explain the factors influencing on Retailing in Indian Scenario.

6) Explain the implications of Buying Decision Process on Retailing.

7) Write a note on Trade Area Analysis.

8) Explain the components of Physical Distribution.

9) Offer insight into the advantages and disadvantages of Cost-Plus Pricing.

10) Explain in detail the positive impact of IT in Retailing.

SECTION - C

Answer any FIVE questions :

11) What is the Consumer Co-operatives?

12) What is meant by Retailing?

(2x5= 10)
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13) Define the term consumer behaviour.

14) Define the term Loop Layout.

15) What is meant by public relations?

16) Write the meaning of Cost plus pricing.

17) What is meant by the term Automatic Vending Machine?

74
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SECTION-A

Answer any TWO questions: (1 5*2= 30)

1) Breakdown the various retail formats and explain each in detail.

2) Explain in detail the process of executing a business plan.

3) Explain thoroughly vital elements of Branding.

4) Explain in details the importance of various Promotional Mixes in Retailing.

SECTION - B

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

5) Explain the factors influencing on Retailing in Indian Scenario.

6) Explain the implications of Buying Decision Process on Retailing.

7) Write a note on Trade Area Analysis.

8) Explain the components of Physical Distribution.

9) Offer insight into the advantages and disadvantages of Cost-Plus Pricing.

10) Explain in detail the positive impact of IT in Retailing.

SECTION - C

Answer any FIVE questions :

11) What is the Consumer Co-operatives?

12) What is meant by Retailing?

13) Define the term consumer behaviour.

14) Define the term Loop Layout.

15) What is meant by public relations?

16) Write the meaning of Cost plus pricing.

17) What is meant by the term Automatic Vending Machine?

(2x5=10)
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Max Marks:120
Duration^ Hours
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COMMERCE
Security Analysis and Portfolio Management

I. Answer any THREE of the following : (3x20= 60 Marks)
1 • The investment process involves a series of activities leading to the purchase of securities

or other investment alternatives. Explain.

2. The bonds of the Premier Company Ltd are currently selling for Rs. 10900. Assuming (i)
Coupon Rate of interest 10% (ii) par value Rs. 10000 (iii) years to maturity 10 years and (iv)

annual interest payment. Compute YTM.

3. The returns of Security W and Security I for the past five years are given below:
Year || Security M Return % Security S Return %

i 9 1

1 2 6 “^5 J

3 4 _ 13 1

1 4 1 io I

| 5 15 14 |

Calculate the risk and return of portfolio consisting of two assets with the proportion of
70% and 30% and also calculate the optimal portfolio.

4. The data for determining the optimal portfolio are as follows:
Security Number Mean Return (Ri) Beta aei2

1 19 1.0 20

2 23 1.5 30

3 11 0.5 10

4 25 2.0 40

5 13 1.0 20

6 9 0.5 50

14 1.5 30

The risk free rate of interest is 5% and the market variance is 10. Determine the optimal
portfolio.

II. Answer any FOUR of the following : (4x10= 40 Marks)

5. What is Secondary Market? Explain the functions of Secondary Market.

6. 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.
a) 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%?
b) Given the current price of Rs.65 and the expected dividend of Rs.2.50, what would be
the price have to be at the end of one year to justify purchase of the share today, if your
required rate of return were 15%?
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7. The return on Investment of two companies is given below. Using Co-efficient of variation,
determine which company has a higher risk profile.
| Period || Company A ROI % Company B ROI %
I J_~l 13 16

2 | 16 12

3 1 14 18

15 1411

12 15

8. a. Following table provides the details about 3 portfolios. Find out the difference between
the actual and expected return using Jensen's index. On the basis of your calculation rank
them.____________ ____________________________
| llRctum on Portfolio Portfolio Bcta||Risk free interest rate

1 1 15 1-3 II 6%

1 2 j 0.9 || 6%

3 18 1-6 II 6% ;

Market Index 11________ 10 IL 6% |

b. Opal and Diamond are the two mutual funds. Opal has a average return of 15% and
Diamond has 22%. The Diamond has double the beta of Opal fund’s 1.5. The SD of Opal
and Diamond funds are 15 and 21.43. The average return of market index is 12% and its SD
is 7. The risk free rate is 8%. Compute the Jensen's Performance Index for each fund.

9. a. Explain the features of Future Contracts.
b. What are Option Contracts? Explain the uses of Option Contracts.

III. Answer any FOUR of the following : (4x5= 20 Marks)

10. Explain the factors that affect the value of a company's shares.

11. a.The SD on shares of company A is 2.5% and that of the market return is 3%. Their means
are 18% and 16% respectively. If the correlation coefficient is 0.7, calculate the Alpha and
Beta of the stock.
b. If Alpha coefficient for a stock is 12%, average Market Return is 10% and the Beta
Coefficient is 0.8, determine the average return of the stock.

12. Assume you are a portfolio manager. Based on the following details, determine the
securities that are overpriced and those that are underpriced in terms of the SML
[Security ||Estimated Return ||Bcta

I X || 33 !!~^C

I B || 13 || L<n

I C j 26

p || 12 || 0,95 1

e ii 2i ii i^n

Nifty Index || 13 || 1,0 |

~ T Bills 1| 9 II 0 |

13- The following results were obtained from a study for a period of 6 months in 2021.
EZ_llRp ~ll°p

[BF~ ||25.38 ~~||4

SMCF ||36.28 ~~]|6.86

IF~ ||45.56 ||4.31

Rf l|9 IR

Using the inputs, calculate the Sharpe’s Performance Index

14. Elucidate the disadvantages of Forward Contracts.
*****************
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Soft Skills for Professional Competency
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I. Answer any THREE of the following : (3x20= 60 Marks)

1- Mihika, a tenth standard student suffers from a lot of inferiority complex due to which she
is irregular to classes and could not perform well in her exams. She is often found to be
alone and lost in her thoughts. Mihika is nervous and is hesitant to face her own classmates
and doesn't come forward for any class activities. Due to her behaviour, her classmates also
have kept her away and have a negative impression anout her. How would you help Mihika
to oversome her fears and change the impression people have about her?

2. What is a resume? Elaborate on how to write a good resume.

3. a. Explain the measures of group effectiveness.
b. Explain the stages of group formation.

4. Explain the causes, reaction to frustration, and measures to face frustration.

H. Answer any FOUR of the following : (4x10= 40 Marks)

5. What is ego? Explain the types of ego and mention the signs to show that you have an ego.

6. What is communication? Explain the 7 C's of communication.

7. What is decision-making? Explain the decision-making skills.

8. Explain the ways to deal with demotivation.

9. Explain the problems faced by an Entreprenuer.

HL Answer any FOUR of the following : (4x5= 20 Marks)

10. Mention the consequences of lack of self awareness.

11. Explain brainstorming and dialectical inquiry method of group decision making.

12. Write a short note on Job Burnout.

13. What is qualitative data interpretation? Explain its techniques.

14. What is career planning? What are the benefits of career planning?
***********************
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Strategic Business Leader I
Duration^ Hours Max Marks:120

I. Answer any THREE of the following : (3x20= 60 Marks)

1. Explain the phases and causes of strategic drift.

2. Evaluate an organisations strategic capability, threshold resources, threshold comptences,
unique resources and core competences.

3. Apply the Boston Consulting Group (BCG) to assist organisation in managing their
organisatiobnal portfolios.

4. Explain and analyse the regulatory, strategic and labour market issues associated with
determining directors remuneration.

IL Answer any FOUR of the following : (4x10= 40 Marks)

5. Explain the strengths and weaknesses of an organisation and formulate an appropriate
SWOT analysis.

6. Anudir started as a single restaurant and has developed into a large quoted fast food
provider. Over the last ten years it has diversified as follows:

• Trendy hotels
• commercial property development - a depressed market at present
• Jeans manufacture.

The main skills of the parent holding company lie in identifying consumer trends regarding
food and designing menus to match those trends. Using the above information, label the
different business units using the Ashridge portfolio display.

7. Briefly explain the types of stakeholders and relations to organisational objectives.

8. Explain Trait Theory of leadership.

9. What are merits and demerits of having NED's on board?

III. Answer any FOUR of the following : (4x5= 20 Marks)

10. "A health provider has only large, edge of town, hospitals. It is considering setting up
additional small city centre clinics capable of treating less-serious day cases. Give examples
of what the provider should consider under the headings of strategic position, strategic
choices and strategic implementation". Justify.

11- Explain the four factors of Porter's Diamond.

12. Write a note on Vertical Diversification.

13. What are the purpose and-objectives of Corporate Governance?

14. Write a note on Annual General Meeting.
*******•*"*'******
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END SEMESTER EXAMINATION
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V SEMESTER - III BCOM ACCA

STRATEGIC BUSINESS REPORTING - II

Subject Code: 18COM511
Max Marks: 120
Duration: 3 Hours

SECTION - A
Answer any THREE questions: (3x20=60 marks)

1. Hague has held a 60% investment in Maude for several years, using the full goodwill method
to value the non-controlling interest. Half of the goodwill has been impaired prior to the date of
disposal of shares by Hague. Details are as follows:

$000
Cost of investment 6,000
Maude - Fair value of net assets at acquisition 2,000
Maude - Fair value of a 40% investment at acquisition date 1,000
Maude - Net assets at disposal 3,000
Maude - Fair value of a 25% investment at disposal date 3,500
Required:
(a) Assuming a full disposal of the holding and proceeds of $10 million, calculate the profit or loss
arising:
(i) in Hague's individual financial statements
(ii) in the consolidated financial statements.
Tax is 25%
(b) Assuming a disposal of a 35% holding and proceeds of $5 million:
Ignore tax.
(i) calculate the profit or loss arising in the consolidated financial statements
(ii) explain how the residual shareholding will be accounted for.
Ignore tax.

2. The statements of financial position of two entities, Major and Tom, as at 31 December 20X6
are as follows:

Major $000 Tom $000
Investments 160
Sundry assets 350 250

510 250
Equity share capital 200 100
Retained earnings 250 122
Liabilities 60 28

510 250
Major acquired 40% of Tom on 31 December 20X1 for $90,000. At this time, the retained earnings
of Tom stood at $76,000. A further 20% of shares in Tom was acquired by Major three years later
for $70,000. On this date, the fair value of the existing holding in Tom was $105,000.
Tom’s retained earnings were $100,000 on the second acquisition date.
The NCI should be valued using the proportion of net assets method.
Required: Prepare the consolidated statement of financial position for the Major group as at 31
December 20X6.



3. Coe, a public limited company, is preparing its consolidated financial statements for the year
ended 31 December 20X1. Coe has owned 75% of the equity shares of Crace for a number of
years. The following accounting issues have yet to be finalised:
Required:
(a) On 1 January 20X1, 1,000 of Coe’s managers were granted 500 share options each. These
will vest on 31 December 20X3 if the managers are still employed by Coe. The fair value of one
share option at the grant date was $6. By 31 December 20X1, 50 of these managers had left the
business and another 80 were expected to leave by the vesting date. The exercise price of the
options is $3. The average price of one of Coe's equity shares over the year is $10. No entries
have been posted in relation to this share option scheme.
(b) Freehold land is accounted for using the revaluation model in IAS 16 Property, Plant and
Equipment. A revaluation has taken place in the current year. However, one plot of land is still
carried in Coe's financial statements at its purchase cost of $4 million. Similar plots of land have
sold for $5 million.
(c) On 31 December 20X1, Crace made an interest-free loan of $3 million to a charity and
recognised this amount as a financial asset. The charity will repay the money on 31 December
20X4. Market rates of interest are 5%.
(i) Explain, with calculations, how the above events should be corrected in the consolidated
financial statements for the year ended 31 December 20X1.
(ii) Discuss the impact of these corrections on basic and diluted earnings per share. No
calculations are required.

4. a) You advise a client who is in the process of incorporating a new UK based company. The
company would qualify as a micro-entity and, as such, could apply FRS 105 The Financial
Reporting Standard applicable to the Micro-Entities Regime. Alternatively, it could apply FRS 102
The Financial Reporting Standard applicable in the UK and Republic of Ireland.
Required: What factors should be considered when establishing whether the client should use
FRS 105? (5 marks)
b) Cocoa purchased a debt instrument in the current reporting period that is measured at
amortised cost. By the reporting date no actual defaults had occurred. However, due to a general
economic decline, the directors of Cocoa concluded that credit risk associated with the remaining
loan period had increased significantly.
The following credit losses have been calculated:
12 month expected credit losses: $0.3 million
Lifetime expected credit losses: $1.0 million
Required: Explain how the abdve Should be dealt with under International Financial1 -Reporting
Standards and FRS 102. (2 marks)
c) Mineral owns a machine that is central to its production process. At the reporting date, the
machine’s carrying amount exceeds its tax base. This difference is due to the revaluation of the
asset to fair value in the financial statements. Due to its importance, it is extremely unlikely that
the machine will be sold.
At the year-end, Mineral received $10 million. In return, Mineral must issue ordinary shares in 12
months' time. The number of shares to be issued will be determined based on the quoted price
of Mineral’s shares at the issue date. (8 marks)

SECTION - B
Answer any FOUR questions: (4x10=40 marks)

5. Boxer purchased a non-current asset on 1 January 20X1 at a cost of $30,000. At that date, the
asset had an estimated useful life of ten years.
Boxer does not revalue this type of asset, but accounts for it on the basis of depreciated historical
cost. At 31 December 20X2, the asset was subject to an impairment review and had a recoverable
amount of $16,000.
At 31 December 20X5, the circumstances which caused the original impairment to be recognised
have reversed and are no longer applicable, with the result that recoverable amount is now
$40,000.



Required: Explain, with supporting computations, the impact on the financial statements of the
two impairment reviews.

6. On 1 January 20X1, Painting sells an item of machinery to Collage for its fair value of $3
million. The asset had a carrying amount of $1.2 million prior to the sale. This sale represents the
satisfaction of a performance obligation, in accordance with IFRS 15 Revenue from Contracts
with Customers. Painting enters into a contract with Collage for the right to use the asset for the
next five years. Annual payments of $500,000 are due at the end of each year. The interest rate
implicit in the lease is 10%.
The present value of the annual lease payments is £1.9 million. The remaining useful economic
life of the machine is much greater than the lease term.
Required: Explain how the transaction will be accounted for on 1 January 20X1 by both Painting

and Collage.

7. a) Golden Gate enters into a contract with a major chain of retail stores. The customer commits
to buy at least $20 million of products over the next 12 months. The terms of the contract require
Golden Gate to make a payment of $1 million to compensate the customer for changes that it will
need to make to its retail stores to accommodate the products. By the 31 December 20X1, Golden
Gate has transferred products with a sales value of $4 million to the customer.
Required How much revenue should be recognised by Golden Gate in the year ended 31
December 20X1? (2 marks)
b) Shred sells a machine and one year's free technical support for $100,000. The sale of the
machine and the provision of technical support have been identified as separate performance
obligations. Shred usually sells the machine for $95,000 but it has not yet started selling technical
support for this machine as a stand-alone product. Other support services offered by Shred attract
a mark-up of 50%. It is expected that the technical support will cost Shred $20,000.
Required: How much of the transaction price should be allocated to the machine and how much
should be allocated to the technical support? (8 marks)

8. On 1 January 20X4 Growler granted 200 share appreciation rights (SARs) to each of its 500
employees on the condition that they continue to work for the entity for two years. At 1 January
20X4, the entity expects that 25 of those employees will leave each year.
During 20X4,20 employees leave Growler. The entity expects that the same number will leave in
the second year.
During 20X5, 24 employees leave.
The SARs vest on 31 December 20X5 and can be exercised during 20X6 and 20X7. On 31
December 20X6,257 of the eligible employees exercised their SARs in full. The remaining eligible
employees exercised their SARs in full on 31 December 20X7.
The fair value and intrinsic value of each SAR was as follows: 
Reporting date FV per SAR Intrinsic value per SAR
31 December 20X4 $5
31 December 20X5 $7
31 December 20X6 $8 $7
31 December 20X7 $10 $10
Required:
a) Calculate the amount to be recognised as a remuneration expense in the statement of profit or
loss, together with the liability to be recognised in the statement of financial position, for each of
the two years to the vesting date.
b) Calculate the amount to be recognised as a remuneration expense and reported as a liability
in the financial statements for each of the two years ended 31 December 20X6 and 20X7.

9. a) The directors of Cookie are very confident about the quality of the products that the company
sells. Historically, the level of complaints received about product quality has been low. However,
when calculating their warranty provision, they have over-estimated the number of items that will
be returned as faulty. The directors believe that this is acceptable because it is important for
financial statements to exhibit prudence.
Required:



Discuss the ethical issues raised by the treatment of the warranty provision. (7 marks)
b) The Portugal group of companies has a financial year-end of 30 June 20X4. The financial
statements were authorised three months later. The group is disposing of many.of its subsidiaries,
each of which is a separate major line of business or geographical area.
• A subsidiary, England, was sold on 1 January 20X4.
• On 1 January 20X4, an announcement was made that there were advanced negotiations to sell
subsidiary Switzerland and that, subject to regulatory approval, this was expected to be completed
by 31 October 20X4.
• The board has also decided to sell a subsidiary called France. Agents have been appointed to
find a suitable buyer but none have yet emerged. The agent's advice is that potential buyers are
deterred by the expected price that Portugal hopes to achieve.
• The On 10 July 20X4, an announcement was made that another subsidiary, Croatia, was for
sale. It was sold on 10 September 20X4.
Required: Explain whether each of these subsidiaries meets the definition of a 'discontinued
operation' as defined by IFRS 5. (3 marks)

SECTION - C
Answer ALL questions: (4x5=20 marks)

10. Five Quarters has purchased 100% of the ordinary shares of Three Halves and is trying to
determine the fair value of the net assets at the acquisition date.
Three Halves owns land that is currently developed for industrial use. The fair value of the land'if
used in a manufacturing operation is $5 million.
Many nearby plots of land have been developed for residential use (as high-rise apartment
buildings). The land owned by Three Halves does not have planning permission for residential
use, although permission has been granted for similar plots of land. The fair value of Three Halves’
land as a vacant site for residential development is $6 million. However, transformation costs of
$0.3 million would need to be incurred to get the land into this condition.
Required: How should the fair value of the land be determined?

11. GoodWine is a company that grows and harvests grapes. Grape vines, which produce a new
harvest of grapes each year, are typically replaced every 30 years. Harvested grapes are sold to
wine producers. With regards to property, plant and equipment, GoodWine accounts for land
using the revaluation model and all other classes of assets using the cost model.
On 30 June 20X1, its grape vines^had a carrying amount of $300,000 and a remaining useful life
of 20 years. The grapes on the vines, which are generally harvested in August each year, had a
fair value of $500,000.
The land used for growing the grape vines had a fair value of $2m. On 30 June 20X2, grapes with
a fair value of $100,000 were harvested early due to unusual weather conditions. The grapes left
on the grape vines had a fair value of $520,000. The land had a fair value of $2.1 m.
All selling costs are negligible and should be ignored.
Required: Discuss the accounting treatment of the above in the financial statements of GoodWine
for the year ended 30 June 20X2.

12. Highlight is an entity whose functional currency is the dollar ($) and has an annual reporting
date of 31 December.
On 1 July 20X3, Highlight purchased an item of plant and equipment on credit for Dn400,000. On
1 November 20X3, Highlight made a payment of Dn 180,000 to the supplier. The balance of the
invoice remains outstanding.
Highlight has a policy of applying historical cost accounting and depreciating plant and equipment
at the rate of 20% per annum. The item of plant and equipment is not expected to have any
residual value at the end of its useful life.
Relevant exchange rates to $1 are as follows:
Required: Prepare relevant extracts from Highlight's financial statements for the year ended 31
December 20X3 to illustrate the impact of the above transactions.



13. a) Deller has a defined contribution pension scheme. However, during the year, it introduced
a new post-employment plan (the Fund) for its employees as a way of enhancing the benefits
they will receive when they retire. Deller makes monthly contributions into the Fund that are equal
to a set percentage of the salary cost.
Upon retirement, employees will receive annual payments from the Fund based on their number
of years of service and their final salary.
The Fund is voluntary and Deller can cancel it at any point. Deller has a history of paying
employees benefits that are substantially above the national average, with annual increases in
excess of inflation.
Deller has won many accolades as a ‘top employer' and received positive coverage from the
national press when the Fund was announced. The leadership team are well trusted by the
employees...
Required: Advise Deller on whether the Fund is a defined benefit plan or a defined contribution
plan. (3 marks)
b) An entity makes contributions to the pension fund of employees at a rate of 5% of gross
salaries. For convenience, the entity pays $10,000 per month into the pension scheme with any
balance being paid in the first month of the following accounting year. The wages and salaries for
20X6 are $2.7 million.
Required: Calculate the pension expense for 20X6, and the accrual/prepayment at the end of the
year. (2 marks)

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

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

1- Company background
Chiven Stores (Chiven) is a listed clothing retailer in Beeland. Its overall aim is 'to
become the largest clothing retailer in Beeland and deliver exceptional value to its
shareholders’. It has recently dropped down the clothing retailer rankings from

fourth to fifth largest. Shareholders have expressed concern at the lack of dividend
growth at a time when spending in the Beeland clothing market has been growing.
There has been a recent change of chief executive officer (CEO) and she has
tasked you with preparing a report for the board to address the performance
measurement and management issues which she views as important. Her plan is
to achieve the overall aim of Chiven by ‘maximising our opportunities from new
technology and increasing our currently small web presence’. She would like the

report to cover the following four areas.
Performance reporting
The CEO has identified that the performance reporting at Chiven is not fit for the
needs of the business. She wants a detailed evaluation of existing set of measures
and their presentation in the current performance report which is used by the board
for its annual review of the business (Appendix 1).
She has stated that the report does not need a commentary as she and the finance
director talk through the report in detail with the board.
Performance measurement
The CEO would like you to use the data in Appendix 1 to recommend (with
appropriate calculations and justifications) three new performance measures for
Chiven that you believe address key issues for Chiven but are not currently
included in the report.
Value chain
In an additional effort to drive improvement and gain competitive advantage for
Chiven, the board has decided to use the value chain as a business integration
tool. The CEO has provided a copy of the value chain diagram which was
discussed at the last board meeting (Appendix 2). She believes that further
improvements in Chiven’s performance can be achieved through simplification of
the supply chain. The CEO believes that this has implications for the performance
measurement and information systems at Chiven and wants your report to advise
on appropriate performance measures and systems when using the value chain
approach to simplify the supply chain.
Big Data



Finally, the CEO has already identified one important reason for Chiven’s poor
performance and that is its failure to make use of ‘Big Data’ in relation to Chiven’s
web sales. She believes that the board does not understand the implications of
the volume, velocity and variety of this data for the business and wants you to write

a guide for them which includes a discussion of the development of Big Data and
its potential impact on Chiven's information systems. She is aware that this is a
new and rapidly developing area for most businesses, so she considers that the
report should also include a discussion of the risks and challenges Big Data

presents.
Required: Advice on performance measurement and systems when using the

value chain approach
Appendix 1
Annual performance report for year ended March 2018

Revenue ($m) Region A B C Total
2018
Total

2017 |

Total

Clothing

Men’s 178 356 178 712

Women's 297 593 297 1,187

Children’s 119 237 119 475

— — —

Other Total 594 1,186 594 2,374 2,351

Men’s 19 39 19 77

Women’s 32 65 32 129

Children’s 13 26 13 52

— — —

Total
64 130 64 258 255

Total
2,632 2,606

Operating profit margin
(%)

Region A B C
2018
Total

2017

Total

Clothing

Men's 15.515.715.2

Women’s 16.216.315.9

Children’s 18.118.318.0

Other
Men’s 15.5 15.8 15.2
Women’s 16.2 16.4 15.8
Children's 18.1 18.2 17.8
Overall 16.5 16.5



2018
Total

2017
Total

Number of stores 542 540

EPS ($) 0.56 0.56

Dividend per share ($) 0.28 0.28

EVATM ($m) 21 24

Inventory turnover rate (days) 32 32

Average number of product lines bought per supplier 66 64

Floor space (square metres) 850,000 828,000

Market share (%) 9.8 10.1

Number of employees 40,500 39,400

Number of suppliers 161 161

ROCE (%) 8.3 8.5

Number of accidents in stores 256 255

Average queuing time for customers (seconds) 125 128

WACC(%) 5.8 5.7

Average time between customer entry and employee greeting
248 232

(seconds)

Inventory obsolescence/loss write-downs ($m) 25 25

Exhibit 1 - Company background

Sweet Cicely (SC) manufactures sweets and confectionery and has delivered
stable but modest increases to the shareholder wealth for many years. Following a
change in ownership, the new shareholders are keen to increase the long-term
performance of the business and are prepared to accept a high level of risk to
achieve this.

SC is considering setting up a factory to manufacture chocolate bars. There are
three options (1, 2 and 3) for the size and output capacity of the new chocolate
factory. SC must choose a size most suited to the expected demand for its
products.

Exhibit 2 - External factors

As well as the impact of the quality, branding and pricing of its products, demand
for SC chocolate bars will be influenced by external factors such as consumer
tastes for chocolate over other sweets, and even the suggested health benefits of
certain types of chocolate.
A high-cost ingredient in chocolate bars is cocoa, a commodity traded on

international markets. The market price of cocoa fluctuates with worldwide
demand. Due to economic growth, chocolate consumption is rising in many
countries, where it was once considered a luxury. In some countries, however,
governments are considering introducing additional taxes on products containing

sugar in order to reduce the consumption of chocolate and confectionery products.
Being derived from an agricultural crop, the availability and price of cocoa is also



influenced by climatic conditions, soil erosion, and disease. Conflicts and political
instability in cocoa growing regions can also restrict its availability. Recent

technological advances in the production of cocoa, such as the use of genetically
modified crops, promise higher yields from cocoa plants in the near future.
The CEO has asked you to advise SC why decisions, such as what size of
chocolate factory to build, must include consideration of risk and uncertainty, and
evaluate the use of PEST analysis in managing the risk and uncertainty

surrounding the project.

Exhibit 3 - Three options for new chocolate factory
SC will need to choose one of the three options for the new chocolate factory. One

board member said: ‘The board proposed expanding into cake manufacturing
several years ago. With hindsight, our planning on that proposal was poor. We sold
only slightly fewer cakes than expected, but hadn’t realised how sensitive our
operating profit would be to a small change in demand. The previous shareholders
thought problems in the cake business would put their dividends at risk, so SC
stopped manufacturing cakes, barely a year after it started. The board does not
want to repeat these mistakes. We want to minimise the opportunity cost of making
the wrong decision about the size of the new chocolate factory.’
Appendix 1 shows the net present values for the three options discounted at SC’s
current cost of capital and also includes a regret table showing the maximum
regret for each option. The CEO has asked you to use the data in Appendix 1 to
explain which of the three options for the new chocolate factory would be preferred
by the board and the new shareholders according to their respective risk appetites.
Appendix 2 shows the expected operating profit generated by the three options in
the first year of the project, according to the market price of cocoa, and assuming
an annual demand of 70 million chocolate bars. It also shows the overall expected
value for each option. Finally, the CEO has asked you to use the data in Appendix
2 to recommend which of the three options for the new chocolate factory a risk
neutral-investor would choose, and explain any problems with the approach used
to make the choice.

It is now 1 September 20X5. Respond to the CEO of Sweet Cicely's request for
work on the consideration of risk and uncertainty and the use of PEST

Exhibit 4 - Appendix 1
Net present values for the three options discounted at SC’s current cost of capital
($m)

, Option 1 Option 2 Option 3
Annual demand for chocolate bars

50 million 4.0 (8.0) (32.0)

60 million 6.0 16.0 (24.0)



70 million 6.0 16.0 17.0

Regret table

Option 1 Option 2 Option 3

50 million 0 (12.0) (36.0)

60 million (10.0) 0 (40.0)

70 million (11.0) (1-0) 0.0

Maximum regret (11.0) (12.0) (40.0)

Exhibit 5 - Appendix 2: Expected value calculation

Expected operating profit generated by the three options in the first year of the
project, assuming an annual demand of 70 million chocolate bars ($m)

Market price of cocoa

Probability ($ per ton) Option 1 Option 2 Option 3

0.3 2,500 3.0 5.0 7.0

0.4 3,000 0.5 2.0 1.5

0.3 3,500 (2.0) (1.0) (2-0)

Expected values of each option

Option 1 - (0.3 x 3.0) + (0.4 x 0.5) + (0.3 x -2.0) = $0.5m

Option 2 - (0.3 x 5.0) + (0.4 x 2.0) + (0.3 x -1.0) = $2.0m

Option 3 - (0.3 x 7.0) +(0.4 x 1.5) +(0.5 x -2.0) = $2.1 m

3. 'Beyond Budgeting is an apporach to performance management and control that

tries to resolve the weaknesses of traditional approaches to budgeting.' Critically
evaluate.



4. The complexity of Joint Ventures and Strategic Alliances can result in problems in
planning, controlling and measuring performance levels.' Explain.

Section B

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

5. Explain the six capitals outlined in the Integrated Reporting Framework, suggest

appropriate KPIs.

6. TRE is a listed high street retailer that sells a range of goods such as food, drink,
clothing, electrical goods, CDs, DVS and garden equipment.
At a recent board meeting the topic of Integrated Reporting (IR) was raised with
very mixed views in the discussion.
The Marketing Director argued that IR was simply a mixture of the sustainability
report and the financial report into a single communication intended mainly for
investors. As such it had very little new to offer and was just another compliance
requirement.
The Finance Director replied that, in his view, IR would give a greater emphasis on
the different types of ‘capital' within the firm and would assist in more focussed
performance management.
Identify and describe the SIX different types of 'capital' described within the IR
Framework.

7. A company has the following budgeted and actual information for a department.

Budget Actual

Level of activity (units of output) 1,000 1,200

Cost ($) 20,000 23,000

a. Assuming all costs are variable, has the company done better or worse than
expected?

b. If $10,000 of the budgeted costs are fixed costs, the remainder being variable,
has the company performed better or worse than expected?

8- Explain the impact of Big Data on the role and skills needed by Management
Accountant.

Section C

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

9. What is benchmarking? Explain the different types of benchmarking.

10. Discuss the potential demerits associated with ABB.

11- State the merits and demerits of using External Source of Information.

12. Explain the difficulties associated with recording and processing data of a

qualitative nature.
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Section A

Answer any TWO of the following:

1 • Summarised financial data for TYR Co is shown below:

Year

Post tax

earnings

($m)

Dividends

($m)

Issued

shares

(million)

Share

price ($)

20X7 86.2 34.5 . 180 0.360

20X8 92.4 36.2 180 0.410

20X9 99.3 37.6 180 0.345

20Y0 134.1 51.6 240 0.459

20Y1 148.6 53.3 240 0.448

(2x15= 30)

Year
S&P

Index

Inflation

rate

20X7 2895 6%

20X8 3300 5%

20X9 2845 4%

20Y0 2610 3%

20Y1 2305 3%

TYR Co’s cost of equity is estimated to be 11%.

Required:

a) Explain, with supporting numerical evidence, the current dividend policy of TYR

Co and briefly discuss whether or not this appears to be successful. (6 marks)

b) Identify and consider additional information that might assist the managers of

TYR Co in assessing whether the dividend policy has been successful. (4 marks)

c) Evaluate whether or not the company’s share price at the end of 20Y1 was what

might have been expected from the Dividend Growth Model. Briefly discuss the

validity of your findings. (5 marks)
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2. a) The board of directors of Triple Tipple are discussing whether to adopt a triple

bottom line (TBL) reporting system, increasingly used by the company's

competitors. The board would like to demonstrate the company's commitment to

sustainable development but is concerned that the costs of TBL reporting would

exceed the benefits, particularly as TBL reporting is not mandatory for external

reporting purposes.

Required:

i. Explain what TBL reporting involves and how it would help demonstrate Triple

Tipple's sustainable development. Include examples of measures that can be used

in a TBL report. (4 marks)

ii. Discuss how producing a TBL report may help management improve the

financial performance of the company, providing examples where appropriate.

(6 marks)

b) Special purpose acquisition companies is one of the alternative methods of

obtaining a stock market listing. Explain. (5 marks)

3. Alpha Computers Global is a company that manufactures a range of personal

computers that are sold to retailers, and also directly to individuals and businesses

through online sales. Due to a number of technical problems the company’s sales

have fallen significantly over the last year resulting in an operating loss of

$160,000. The company has, as a result, built up losses on its retained

earnings and there is a significant risk of insolvency. To avoid this, the company’s

financial advisers have proposed a scheme of reconstruction.

Balance Sheet at 31/12/20X9 (statement of financial position)

$000 $000

Assets

Non-current assets 1,100

Current assets

Inventory 410

Receivables 220

Cash 25

Net current assets 655

Total assets 1,755

Equity and Liabilities

Share capital ($1 shares) 200

Retained earnings (50)

Total Equity 150

Non-current liabilities-Bank loan 1,200*



Notes:

Current liabilities

Payables 205

Overdraft 200

405

Total Equity and Liabilities 1,755

i. If the company was liquidated all of the assets could be sold for their book values

except for inventory. Following a review it Was discovered that $220k of the

inventory is obsolete but the remainder could be sold for book value. In addition

$90k of the receivables is irrecoverable.

ii. To be successful a scheme of reconstruction would need to raise $195k of cash

to invest in new manufacturing processes.

iii. Given the risk attached to the company any providers of new equity capital will

require a return of at least 18%.

iv. The current interest rates are 8% on the bank loan and 6% on the overdraft. The

bank loan is secured.

The following scheme of reconstruction is proposed:

i. The nominal value of each existing share will be reduced to 50c.

ii. Goodwin Bank (who provide both the overdraft and loan) will convert half of the

overdraft and 1/3 of the loan into a total of 200,000 new shares.

iii. New finance of $400k will be raised from a venture capital company, PC

ventures, who will buy new shares for $1.25 per share. In addition to investing in

the new manufacturing process the finance will also be used to repay the

payables.

iv. Following the reconstruction it is expected that the company will generate

$320K of profit before interest and tax per year. Tax is payable at 28%. Assume no

tax losses.

Required:

a) Determine how much each of the original investors in likely to get in the event of

a liquidation. (3 marks)

b) Following the reconstruction calculate the expected EPS, and the return on

equity to the venture capital company, and advise as the whether the venture

capital company is likely to invest in Alpha computers. (5 marks)

c) From the post-reconstruction EPS calculation above calculate the effective

return that the bank is likely to receive on the capital converted into equity. (2

marks)

d) Determine whether the existing ordinary shareholders, and the bank, are likely

to accept the scheme. (5 marks)



4. Digunder Co, a property development company, has gained planning permission

for the development of a housing complex at Newtown which will be developed.

over a three-year period. The project has an expected net present value of $4m at

a cost of capital of 10% per year. Digunder Co has an option to acquire the land in

Newtown, at an agreed price of $24m, which must be exercised within the next two

years. Immediate building of the housing complex would be risky as the project has

a volatility attached to its future cash flows of 25%.

..One source of risk is the potential for development of Newtown as a regional

commercial centre for the large number of businesses that are leaving the capital,

Bigcity. Within the next two years, an announcement by the government will be

made about the development of transport links into Newtown from outlying districts

including the area where Digunder Co hold the land option concerned. The risk-

free rate is 5%.

Required:

a) Estimate the value of the option to delay the start of the project for two years

using the Black Scholes model and comment. Assume that the government will

make its announcement about the potential transport link at the end of the two-year

period. (10 marks)

b) On the basis of your valuation of the option to delay, estimate the overall value

of the project, giving a concise rationale for the valuation method you have used.

(5 marks)

Section B

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

5- Suggest ways in which ethical issues would influence the firm’s financial policies in

relation to the following:

a) shareholders

b) suppliers

c) customers

d) investment appraisal

e) charity.

6. a) Suppose that the risk-free rate is 5% and the standard deviation of the return on

the share in the past has been estimated as 35%. Estimate the value of a six-

month call option at an exercise price of $1.48 (current share price = $1.64).(8

marks)

b) Calculate the value of the corresponding put option. (2 marks)

7- Layman Co has forecast revenue of $51,952,000 for next year and its operating

profit margin will be 30% for the foreseeable future. After the first year, the growth



rate in revenue will be 5.8% per year for the following three years.

It can be assumed that tax-allowable depreciation is equivalent to the amount of

investment needed to maintain current operational levels. However, Layman will

require additional investment in assets of $513,000 in the first year and then

$0.18per $1 increase in sales revenue for the next three years.

It is anticipated that after the forecast four-year period, its free cash flow growth

rate will be 2.9% to perpetuity.

Layman has issued share capital of $15 million with each share having $0.25

nominal value. It also has debt outstanding with a book value of $35 million and

market value of $40 million.

The tax rate is 28% and Layman's weighted average cost of capital has been

estimated at 9%.

Required:

Estimate the market value of each share in Layman.

8. Laguna Co and Venez Co are listed companies. Laguna is considering a takeover

bid for Venez, using a share for share exchange.

Relevant information is as follows:

Laguna Co Venez Co

Share price today $10 $8

Shares in issue 10 million 5 million

If the acquisition goes ahead, synergies with a total value of $20 million are

expected to be achieved. The Venez Co shareholders have indicated that they

would be happy to accept an offer that enabled them to achieve

a 25% premium on acquisition.

Required:

Advise the directors of Laguna Co on a suitable share-for-share exchange offer

which meets the criteria specified by Venez Co’s shareholders.

Calculate the gains to both sets of shareholders (in $ and % terms) as a result of

the share for share exchange.

Section C

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

9- Delta hedging is a trading strategy that reduces the directional risk associated with

the price movements of an underlying asset. Explain.

10. What are the benefits and drawbacks of a Management Buy Out relative to a

Management Buy In?



11. A stable and constant payout ratio dividend policy provides a structured approach

to dividends, linking payments directly to the company’s earnings while maintaining

a consistent payout ratio. Explain.

12. Current EPS = $0.30

Payout ratio = 40%

Number of shares in issue = 5 million

Net assets in the statement of financial position = $12m

Risk-free rate = 4%

Market premium = 5%

Equity beta = 1.4

Required:

Calculate the value of equity using: Gordon's growth approximation; and CAPM.
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Section A

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

1. a. ABC owns a building that it used as its head office. On 1 January 20X1,

the building, which was measured under the cost model, had a carrying

amount of $500,000. On this date, when the fair value of the building was

$600,000, ABC vacated the premises. However, the directors decided to

keep the building in order to rent it out to tenants and to potentially benefit

from increases in property prices. ABC measures investment properties at

fair value. On 31 December 20X1, the property has a fair value of

$625,000. Required: Discuss the accounting treatment of the building in

the financial statements of ABC for the year ended 31 December 20X1. ( 7

Marks)

b. Lentil is a property developer. On 1 January 20X3, Lentil sold an

apartment block that had a carrying amount of $2.5 million, to Bran for $4

million. Included in the sale contract is a clause that means Lentil has an

obligation to repurchase the asset, at Bran’s request, for $5 million on 31

December 20X4. The estimated market value at this date is $4.5 million.

Required: Discuss how Lentil should account for the sale of the apartment

block in the year ended 31 December 20X3.( 8 Marks)

2- On 1 January 20X1 Swish entered into a contract to lease a crane for

three years. The lessor agrees to maintain the crane during the three year

period. The total contract cost is $180,000. Swish must pay $60,000 each

year with the payments commencing on 31 December 20X1. Swish

accounts for non-lease components separately from leases. If contracted

separately it has been determined that the standalone price for the lease

of the crane is $160,000 and the standalone price for the maintenance

services is $40,000. Swish can borrow at a rate of 5% a year.

Required: Explain how the above will be accounted for by Swish in the

year ended 31 December 20X1.

3- The following information is provided in relation to a defined benefit plan

operated by Celine. At 1 January 20X4, the present value of the obligation

was $140 million and the fair value of the plan assets amounted to $80

million.
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20X4 20X5

Discount rate at start of the

year
4% 3%

Current and past service

cost ($m)
30 32

Benefits paid ($m) 20 22

Contributions paid into plan

($m)
25 30

PV of obligation at 31

December ($m)
200 230

FV of plan assets at 31

December ($m)
120 140

Required: Determine the net plan obligation or asset at 31 December 20X4

and 20X5 and the amounts to be taken to profit or loss and other

comprehensive income for both financial years.

4- On 1 January 20X1 Jack issued a loan note with a $50,000 nominal value.

It was issued at a discount of 16% of nominal value. The costs of issue

were $2,000. Interest of 5% of the nominal value is payable annually in

arrears. The bond must be redeemed on 1 January 20X6 (after 5 years) at

a premium of $4,611.

The effective rate of interest is 12% per year.

Required: How will this be reported in the financial statements of Jack over

the period to redemption?

Section B

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

5- a) On 31 December 20X1, Clarence delivered the January edition of a

magazine (with a total sales value of $100,000) to a supermarket chain.

Legal title remains with Clarence until the supermarket sells a magazine to

the end consumer. The supermarket will start selling the magazines to its

customers on 1 January 20X2. Any magazines that remain unsold by the

supermarket on 31 January 20X2 are returned to Clarence.

The supermarket will be invoiced by Clarence in February 20X2 based on

the difference between the number of issues they received and the

number of issues that they return. Required: Should Clarence recognise

revenue from the above transaction in the year ended 31 December

20X1?

b) Gazebo is a company that sells furniture to garden centres. Gazebo

retains legal title until the garden centre sells the furniture to the end

customer, at which point the garden centre has an obligation to pay

Gazebo. The garden centre can return unsold products to Gazebo and



Gazebo can recall unsold products at any point. Required: Discuss when

Gazebo should recognise revenue from the above transactions?

1 January 20X6, Scrubber spent $5m.oa_ereci[ng infrastructure and

machinery near to an area of natural beauty. These assets will be used

over the next three years. Scrubber is well-known for its environmentally

friendly behaviour and is therefore expected to restore the site after its

use.

The estimated cost of removing these assets and cleaning up the area on

1 January 20X9 is $3m. The pre-tax, risk-specific discount rate is 10%.

Scrubber has a reporting date of 31 December.

Required: Explain how the above should be treated in the financial

statements of Scrubber.

7- a) On 7 May 20X6, an entity with a functional currency of dollars ($) sold

goods to a German entity for €48,000. On this date, the rate of exchange

was $1 =€3.2.

By the reporting date of 31 July 20X6, the invoice had not been settled. On

this date, the rate of exchange was $1 = €3.4.

Required: Discuss the accounting treatment of the above transaction

initially on 7 May 20X6 and the year end 31 July 20X6.

b) Pallot, which has a functional and presentation currency of the dollar

($), accounts for land using the revaluation model in IAS 16 Property, Plant

and Equipment. On 1 July 20X5, Pallot purchased a plot of land in another

country for 1.2 million dinars. At 30 June 20X6, the fair value of the plot of

land was 1.5 million dinars.

Required: Discuss the initial and subsequent accounting treatment of the

above transaction.

Relevant exchange rates Dinars to $1

1 July 20X5 4.0

30 June 20X6 3.0

8- On 1 January 20X4 an entity grants rights to 20 employees. If still

employed on 31 December 20X6, the employees can elect to receive

either 800 options or cash to the value, on that date, of 700 shares. The

fair value of the options is $19 at the grant date. The reporting date is 31

December.

The following information is available:

Share price

$

Expected

vesters

1 January 20X4 21 20

31 December 20X4 27 20

31 December 20X5 33 18

31 December 20X6 42 17



Required: Calculate and explain the impact of the share-based payment

on the financial statements for each of the three years.

Section C

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

9. As per conceptual framework what are the measurement bases and how

do you choose a measurement base for an element of financial statement.

10. Discuss the consequences of unethical behaviour by a professional

accountant.

11. What is going concern assumption? What are the indicators of going

concern uncertainty?

12. Discuss the composition of 'Cost of purchase’ and ‘Cost of conversion’.

Mention the costs to be excluded while calculating the cost of inventory as

per IAS 2 Inventories
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SECTION - A

I. Answer the following (compulsory): 1 x 20 = 20

1. Following details are related to the work done in Process-I by XYZ
Company duringthe month of March:

(Rs.)
Opening work-in process (2,000 units)
Materials 80,000
Labour 15,000
Overheads 45,000
Materials introduced in Process-I (38,000 units) 14,80,000
Direct Labour 3,59,000
Overheads 10,77,000
Units scrapped: 3,000 units
Degree of completion:
Materials 100%
Labour and overheads
Closing work-in process: 2,000 units 80%

Degree of completion:
Materials 100%
Labour and overheads 80%

Units finished and transferred to Process-II: 35,000
unitsNormal Loss:
5% of total input including opening work­
in-process. Scrapped units fetch Rs.20 per
piece.
You are required to PREPARE using average method:
(i) Statement of equivalent production
(ii) Statement of cost
(iii) Statement of distribution cost, and
(iv) Process-I Account, Normal Loss Account and Abnormal Loss Account.

SECTION- B
II. Answer any FOUR questions: (Uui " 4 x 10 = 40
2. A product passes through three processes. The output of each process is treated as the raw

material of the next process to which it is transferred and output of the third process is
transferred to finished stock.
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Process-I (Rs.) Process-II (Rs.) Process-Ill (Rs.)
Materials issued 40,000 20,000 10,000

Labour 6,000 4,000 1,000

Manufacturing overhead 10,000 10,000 15,000

10,000 units have been issued to the Process-I and after processing, the output of each
process is as under:_____________________________
Process Output Normal Loss
Process-I 9,750 units 2%

Process-II 9,400 units 5%

Process-Ill 8,000 units 10%

No stock of materials or of work-in-process was left at the end. CALCULATE thecost of
the finished articles.

3. A jobbing factory has undertaken to supply 200 pieces of a component per month for the
ensuing six months. Every month a batch order is opened against which materials and
labour hours are booked at actual. Overheads are levied at a rate equal to per labour hour.
The selling price contracted for is Rs. 8 per piece. From the following data CALCULATE
the cost and profit per piece of each batch order and overall position of the order for 1,200
pieces.

Month Batch Output Material cost Direct wages Direct labour
(Rs.) (Rs.) hours

January 210 650 120 240
February 200 640 140 280
March 220 680 150 280
April 180 630 140 270
May 200 700 150 300
June 220 720 160 320

The other details are:
Month Overheads Direct labour

(Rs.) hours
January 12,000 4,800
February 10,560 4,400
March 12,000 5,000
April 10,580 4,600
May 13,000 5,000
June 12,000 4,800

4. Inorganic Chemicals purchases salt and processes it into more refined products such as
Caustic Soda, Chlorine and PVC. In the month of July, Inorganic Chemicals purchased Salt



for Rs. 40,000. Conversion cost of Rs. 60,000 were incurred upto the split off point,at which
time two sealable products were produced. Chlorine can be further processed into PVC.
The July production and sales information is as follows:

Production
(in tonne)

Sales Quantity
(in tonne)

Selling price per
tonne (Rs.)

Caustic Soda 1,200 1,200 50

Chlorine 800 — —

PVC 500 500 200

All 800 tonnes of Chlorine were further processed, at an incremental cost of Rs.20,000 to
yield 500 tonnes of PVC. There was no beginning or ending inventoriesof Caustic Soda,
Chlorine or PVC in July.
There is active market for Chlorine. Inorganic Chemicals could have sold all its July
production of Chlorine at Rs. 75 per tonne.

Required:
SHOW how joint cost of Rs. 1,00,000 would be apportioned between Caustic Soda and
Chlorine under each of following methods:
(a) sales value at split- off point;
(b) physical unit method, and
(c) estimated net realizable value.

5. In a factory following the Job Costing Method, an abstract from the work-in- progresses on
30th September was prepared as under.
Job No. Materials

(Rs.)
Direct hrs. Labour

(Rs.)
Factory Overheads

applied (Rs.)

115 1325 400 hrs. 800 640
118 810 250 hrs. 500 400

120 765 300 hrs. 475 380
2,900 1,775 1,420

Materials used in October were as follows:
Materials Requisition No. Job No. Cost (Rs.)

54 118 300

55 118 425

56 118 515

57 120 665

58 121 910

59 124 720

3,535



A summary for labour hours deployed during October is as under:
Job No. Number of Hours

Shop A Shop B
115 25 25
118 90 30
120 75 10
121 65 --
124 25 10

275 75
Indirect Labour: Waiting of material 20 10
Machine breakdown 10 5
Idle time 5 6
Overtime premium 6 5

316 101

A shop credit slip was issued in October, that material issued under Requisition No. 54 was
returned back to stores as being not suitable. A material transfer note issued in October
indicated that material issued under Requisition No. 55 for Job 118 was directed to Job 124.
The hourly rate in shop A per labour hour is Rs. 3 per hour while at shop B, it is Rs. 2 per
hour. The factory overhead is applied at the same rate as in September. Job 115, 118 and
120 were completed in October.

You are asked to COMPUTE the factory cost of the completed jobs. It is the practiceof the
management to put a 10% on the factory cost to cover administration and selling overheads
and invoice the job to the customer on a total cost plus 20% basis. DETERMINE the invoice
price of these three jobs?

6. OPR Ltd. purchases crude vegetable oil. It does refining of the same. The refining process
results in four products at the spilt-off point - S, P, N and A. Product 'A’ is fully processed at
the split-off point. Product S, P and N can be individually further refined into SK, PM, and
NL respectively. The joint cost of purchasing the crude vegetable oil and processing it were
Rs.40,000 which is apportioned on the basis of Sales Value at split-off point. Other details
are as follows:

You are required to identify the products which can be further processed formaximizing
profits and make suitable suggestions.

Product Further processing
costs (Rs.)

Sales at split- off
point(Rs.)

Sales after further
processing (Rs.)

S 80,000 20,000 1,20,000
P 32,000 12,000 40,000
N 36,000 28,000 48,000
A - 20,000 -
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I. Answer any THREE of the following : (3x20= 60 Marks)

1. The following is the Balance Sheet of Green Ltd. on 31.12.15.

Liabilities Rs. Assets Rs.

Share capital 8000 equity shares of

Rs. 100
8,00,000 Building 3,40,000

General Reserve 80,000 Machinery 8,00,000

Pension Fund 10,000 Investment 1,01,200

Depreciation Fund 5,000 Debtors 2,81,000

Insurance Fund 10,000 Stock 1,60,000

D Equalization Fund 12,000 Cash 33,000

Accident Compensation Fund 27,000

Employee S B balance 4,000

P and L A/c 11,200

6% Debentures 5,00,000

Creditors 2,56,000

17,15,000 17,15,000

Green Ltd. was absorbed by White Ltd. on the following terms:

White Ltd. to assume liabilities and acquire all assets except investments which

were sold by vendors for Rs.91,000. White Ltd. to discharge the debenture debt at

a premium of 5% by issuing 8% debentures. White Ltd. to issue four equity shares

of Rs.30 each at a market value of Rs.32.50 per share and also to pay Rs.2 in

cash to the shareholders of Green Ltd. for every share held by them. White Ltd to

pay the cost of absorption not exceeding Rs.4,000. The actual cost of absorption

came to Rs.5,000. You are required to show the Journal entries in the books of

White Ltd. and ledger A/c Rss in the books of Green Ltd. to record the above

transactions.
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2. The following are the Balance Sheets of Sadashiva Ltd and Kailash Ltd as at

31/12:

Liabilities Sadashiva Kailash Assets Sadashiva Kailash |

Share capital Rs.10 each 1,50,000 1,20,000 Fixed Assets 1,40,000 75,000

Reserve 95,000 10,000 Stock 42,000 47,000

10% Debentures - 20,000 Debtors 30,000 50,000

Trade Creditors 47,000 32,000 I Cash at Bank 80,000 10,000

Total 2,92,000 1,82,000 Total 2,92,000 1,82,000

Sadashiva Ltd agreed to absorb Kailash Ltd on the above date, on the

following terms:

a. Sadashiva Ltd agreed to repay 10% Debentures of Kailash Ltd.

b. Sadashiva Ltd to revalue its Fixed Assets at Rs.1,95,000, to be incorporated in

the books.

c. Shares of both the companies to be valued on Net Assets basis after considering

Rs.50,000 towards value of Goodwill of Kailash Ltd.

You are required to:

1. Calculate the ratio of exchange of shares.

2. Give Journal Entries in the books of Sadashiva Ltd.

Construct the Balance Sheet.

3. X Co. Ltd. went into voluntary liquidation on 1st April, 2017. The following balances

are extracted from its books on that date :

Rs. Rs.

Capital Machinery 90,000

24,000 Equity Shares of Rs. 10 each 2,40,000 Leasehold properties 1,20,000

Debentures
((Secured by Floating charge)

1,50,000 Stock 3,000

Bank overdraft 54,000 Debtors 1,50,000

Creditors 60,000 Investments 18,000

Cash in hand 3,000

Profit and loss account 1,20,000

5,04,000 5,04,000

The following assets are valued as under:

Rs.

Machinery 1,80,000

Leasehold properties 2,18,000

Investments 12,000

Stock 6,000

Debtors 1,40,000



The bank overdraft is secured by deposit of title deeds of leasehold properties.

There were preferential creditors amounting Rs.3,000 which were not included in

creditors Rs.60,000.
Prepare a statement of affairs to be submitted to the meeting of members/

creditors.

4. M Ltd. resolved on 31st December 2016 that the company be wound up voluntarily.

The following was the trial balance extracted from its books as on that date:

Rs. Rs.

Equity shares of Rs. 10 each 2,00,000

9% Preference shares of Rs. 10 each 1,00,000

Plant (less depreciation w/o Rs. 85,000) 2,15,000

Stock in trade 2,50,000

Trade receivables 55,000

Trade payables 75,000

Bank balance 74,000

Preliminary Expenses 6,000

Profit & Loss A/c (balance on 1st January, 2016) 30,000

Trading loss for the year 2016 24,000

Preference dividend for the year 2016 6,000

Outstanding Expenses (including mortgage interest) 25,000

4% Mortgage loan 2,00,000

Total 6,30,000 6,30,000

On 1st January, 2017 the liquidator sold M. Ltd.’s Plant for Rs.2,05,000 and stock

in trade for Rs.2,00,000. The sale was completed in January, 2017 and the

consideration satisfied as to Rs.2,62,200 in cash and as to the balance in 6%

Debentures of the purchasing company issued to the liquidator at a premium of

2%.

The remaining steps in the liquidation were as follows:

1) The liquidator realised Rs.52,000 out of the book debts and the cost of collection

amounted to Rs.2,000.

2) The loan mortgage was discharged on 31st January, 2017 along with interest

from 31st July, 2016. Creditors were discharged subject to 2% and outstanding

expenses excluding mortgage interest were settled for Rs.2,000;

3) On 30th June 2017 six month’s interest on debentures was received from M.

Ltd.



4) Liquidation expenses amounting to Rs.3,000 and liquidator’s remuneration of .

3% on disbursements to members were paid on 30th June, 2017 when:

a. The preference shareholders were paid out in cash; and

b. The debentures on M. Ltd. and the balance of cash were distributed ratably

among the equity shareholders.
Prepare the Liquidator’s Statement of Account showing the distribution.

II. Answer any FOUR of the following : (4x10= 40 Marks)

5. S Ltd. grants 1,000 options to its employees on 1.4.20X0 at Rs.60. The vesting

period is two and a half years. The maximum exercise period is one year.

Market price on that date is Rs.90. All the options were exercised on 31.7.20X3.

Journalize, if the face value of equity share is Rs.10 per share.

6. Extra Ltd. (a non-listed company) furnishes you with the following summarized

Balance Sheet as on 31st March, 2012:

(Rs.in lakhs)

i. The company redeemed the preference shares at a premium of 10% on 1st April,

2012.

Liabilities Amount Assets Amount

Equity shares of Rs.10 each fully

paid 100

Fixed assets less

depreciation 50

9% Redeemable preference shares

of Rs. 100 each fully paid
20 Investments at cost 120

Capital reserves 8 Current assets 142

Revenue reserves 50

Securities premium 60

10% Debentures 4

Current liabilities 70

312 312

ii. It also bought back 3 lakhs equity shares of Rs. 10 each at Rs. 30 per share.

The payment for the above was made out of huge bank balances, which appeared

as a part of the current assets.

iii. Included in its investment were “investments in own debentures” costing Rs.2

lakhs (face value Rs.2.20 lakhs). These debentures were cancelled on 1st April,

2012.

iv. The company had 1,00,000 equity stock options outstanding on the above

mentioned date, to the employees at Rs.20 when the market price was Rs.30 (This

was included under current liabilities). On 1.04.2012 employees exercised their

options for 50,000 shares.

Pass the journal entries to record the above. Prepare Balance Sheet as at
01.04.2012.



7. KG Limited furnishes the following summarized Balance Sheet as at 31st March,

2013: _________

Liabilities
(Rs. in

lakhs)
Assets

(Rs. in

lakhs)

Equity share capital

(fully paid up shares of Rs. 10 each) 1,200 Machinery 1,800

Securities premium 175 Furniture 226

General reserve 265 Investment 74

Capital redemption reserve 200 Inventory 600

Profit & loss A/c 170 Trade receivables 260

12% Debentures 750 Cash at bank 740

Trade payables 745

Other current liabilities 195

3,700 3,700

On 1st April, 2013, the company announced the buy back of 25% of its equity

shares @ Rs. 15 per share. For this purpose, it sold all of its investments for Rs.75

lakhs.
On 5th April, 2013, the company achieved the target of buy back. On 30th April,

2013 the company issued one fully paid up equity share of Rs. 10 by way of bonus

for every four equity shares held by the equity shareholders.

You are required to:

Pass necessary journal entries for the above transactions.

Prepare Balance Sheet of KG Limited after bonus issue of the shares.

8. Prakash Processors Ltd. went into voluntary liquidation on 31st December, 2016

when their Balance Sheet read as follows:

Liabilities Rs.

Issued and subscribed capital:

5,000 10% cumulative preference shares

of Rs.100 each, fully paid 5,00,000

2,500 equity shares of Rs.100 each, Rs.75 paid 1,87,500

7,500 equity shares of Rs.100 each, Rs.60 paid 4,50,000

15% Debentures secured by a floating charge 2,50,000

Interest outstanding on Debentures 37,500

Creditors 3,18,750

17,43,750

Assets

Land and Building 2,50,000

Machinery and Plant 6,25,000



Patents 1,00,000

Stock 1,37,500

Trade receivables 2,75,000

Cash at Bank 75,000

Profit and Loss A/c 2,81,250

17,43,750

Preference dividends were in arrears for 2 years and the creditors included

Preferential creditors of Rs.38,000.

The assets realised as follows :

Land and Building Rs.3,00,000; Machinery and Plant Rs.5,00,000; Patents

Rs.75,000; Stock Rs.1,50,000; Trade receivables Rs.2,00,000

9. Star and Moon had been carrying business independently. They agreed to

amalgamate and form a new company Neptune Ltd. with an authorised share

capital of Rs.2,00,000 divided into 40,000 equity shares of Rs.5 each.

On 31st December, 2015 the respective Balance Sheets of Star and Moon were as

follows:

Particulars Star (Rs.) Moon (Rs.)

Fixed Assets 3,17,500 1,82,500

Current Assets 1,63,500 83,875

4,81,000 2,66,375

Less: Current Liabilities 2,98,500 90,125

Representing Capital 1,82,500 1,76,250

Additional information:

a. Revalued figures of fixed and current assets were as follows:

Particulars Star (Rs.) Moon (Rs.)|

Fixed Assets 3,55,000 1,95,000

Current Assets 1.49.750 78,875

b. The debtors and creditors- include Rs.21,675 owed by Star to Moon.

The purchase consideration is satisfied by issue of the following shares and

debentures:

i. 30,000 Equity shares of Neptune Ltd., to Star and Moon in the proportion to the

profitability of their respective business based on the average net profit during the

last three years which were as follows:

Particulars Star (Rs.) Moon (Rs.)

2013 Profit 2,24,788 1,36,950

2014 (Loss)ZProfit (1,250) 1,71,050

2015 Profit 1,88,962 1,79,500



ii. 15% debentures in Neptune Ltd., at par to provide an income equivalent to 8%

return on capital employed in their respective business as on 31st December 2015

after revaluation of assets.

You are requested to:

a) Compute the amount of debentures and shares to be issued to Star and Moon

b) A Balance Sheet of Neptune Ltd.

III. Answer any FOUR of the following : (4x5= 20 Marks)

10. A Company entered into an agreement to sell its immovable property to another

company for Rs.35 lakhs. The property was shown in the Balance Sheet at Rs.7

lakhs. The agreement to sell was concluded on 15th February, 2011 and sale deed

was registered on 30th April 2011. You are required to state, with reasons, how this

event would be dealt with in the financial statements for the year ended 31st

March, 2011.

11. S.T.B. Ltd. makes provision for expenses worth Rs.7,00,000 for the year ending

March 31, 2011, but the actual expenses during the year ending March 31, 2012

comes to Rs.9,00,000 against provision made during, the last year. State with

reasons whether difference of Rs.2,00,000 is to be treated as prior period item as

perAS-5.

12. Goods worth Rs.5,00,000 were destroyed due to flood in September, 2006. A claim

was lodged with insurance company. But no entry was passed in the books for

insurance claim in the financial year 2006-07. In March, 2008, the claim was

passed and the company received a payment of Rs.3,50,000 against the claim.

Explain the treatment of such receipt in final accounts for the year ended 31st

March, 2008

13. A Company follows April to March as its financial year. The Company recognizes

cheques dated 31st March or before, received from customers after balance sheet

date, but before approval of financial statement by debiting Cheques in hand

account and crediting Debtors account'. The cheques in hand' is shown in the

Balance Sheet as an item of cash and cash equivalents. All cheques in hand are

presented to bank in the month of April and are also realised in the same month in

normal course after deposit in the bank. State with reasons, whether the collection

of cheques bearing date 31st March or before, but received after Balance Sheet

date is an adjusting event and how this fact is to be disclosed by the company?

14. X Co. Ltd. signed an agreement with its employees union for revision of wages in

June, 2012. The wage revision is with retrospective effect from 1.4.2008. The

arrear wages upto 31.3.2012 amounts to Rs.80 lakhs. Arrear wages for the period

from 1.4.2012 to 30.06.2012 (being the date of agreement) amounts to Rs.7 lakhs.

Decide whether a separate disclosure of arrear wages is required.
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CHOICE BASED CREDIT SYSTEM

B.Com. FIFTH SEMESTER DEGREE EXAMINATION NOVEMBER 2024

COMMERCE

Financial Management

Durations Hours Max Marks:120

I. Answer any THREE of the following : (3*20= 60 Marks)

1 • Following details are provided for ABC Ltd.

Equity Share Capital - Rs.65,00,000

12% Preference Share Capital - Rs.12,00,000

15% Debentures - Rs.20,00,000

10% Bonds - Rs.8,00,000

Additional Information:

1. 15% Debentures presently traded at Rs. 150.00 and shall be redeemed at

Rs.200.00 after 5 years.

2. The Current market price of the 10% Bonds is Rs.95

3. Preference shares are issued at Rs.100 with floatation cost of 5% and the FV of

preference share is Rs.100.00.

4. Equity share is currently traded at Rs.120 and dividend expected in the next

year is Rs. 10.00 and the Company is expected to grow at 5%.

Tax Rate - 30%

Calculate the following:

1. Cost of Equity using Growth model

2. Cost of preference shares

3. Cost of Debt

2. Masco Limited wishes to raise additional finance of Rs 10 lakhs for meeting its

investment plans. It has Rs 2,10,000 in the form of retained earnings available for

investment purposes.

Further details are as following:

(1) Debt / Equity mix 3:7

(2) Cost of debt: Upto Rs 1,80,000 10% (before tax)

Beyond Rs 1,80,000 16% (before tax)
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(3) Earnings per share Rs 4

(4) Dividend pay out 50% of earnings

(5) Expected growth rate of dividend 10%

(6) Current market price per share Rs 44

(7) Tax rate 50%

You are required to:

(a) DETERMINE the pattern for raising the additional finance.

(b) DETERMINE the post-tax average cost of additional debt.

(c) DETERMINE the cost of retained earnings and cost of equity.

(d) COMPUTE the overall weighted average after tax cost of additional finance.

3. The details of the company’s capital structure are as follows :

TYPE OF CAPITAL

SPECIFIC COST
BOOK VALUE MARKET VALUE

Equity Capital 15% 100000 180000

Preference Capital 12% 50000 120000

Debentures 6% 60000 100000

Retained Earnings 15% 40000 __
Corporate Tax Rate is 30%.

Calculate the weighted average cost of capital using:

A. Book Value as weights

B. Market Value as weights

4- Explain the objectives of Financial Management in detail.

II. Answer any FOUR of the following : (4x10= 40 Marks)

5. KP Ltd issued 10000,10% debentures of Rs.100 each on 1.4.2015 to be matured

on 1.4.2020.The Company wants to know the current cost of its existing debt if the

market price of the debentures is Rs.80.00 and the tax rate is 30%.

6. ABC Ltd issues 10000,12% preference shares of Rs.100 each at Rs.90.00

each .The Company proposes to redeem the preference shares at the end of 5th

year from the date of issue.Calculate the cost of preference shares.

7. Explain the sources of funds in detail.

8. Explain the 2 main aspects of Financial Management.

9. Kalyanam Ltd. has an operating profit of ? 34,50,000 and has employed Debt

which gives total Interest Charge of ? 7,50,000. The firm has an existing Cost of



4
. Equity. apd-Cost of debt as 16% and 8% respectively, the firm has a new proposal
before it, which requires funds of ? 75 lakhs and is expected to bring an additional
profit of ? 14,25,000. to finance the proposal, the firm is expecting to issue an
additional debt at 8% and will not be issuing any new equity shares in the market.

Assume no tax culture.

you are required to CALCULATE the Weighted Average Cost of Capital (WACC) of
Kalyanam Ltd:

i) Before the new Proposal

ii) After the new Proposal

III Answer any FOUR of The Following: (4x5=20 Marks)

10. Explain two types of Risk in Capital asset pricing model.

11. What is the meaning of Financial Management? What are its two aspects?

12. Write a short note on Dividend decisions.

13. What are the responsibilities of Finance Executive?

14. Calculate the cost of equity capital of K Ltd, whose risk free rate of return is 10% and the

market return is 15%. The firm has beta of 1.50.

*******************
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CHOICE BASED CREDIT SYSTEM SEMESTER SCHEME

B.Com. FIFTH SEMESTER DEGREE EXAMINATION NOVEMBER 2024
COMMERCE

Principles and Practice of Auditing I

Time: 2 Hrs.Max. Marks: 60

SECTION-A

I. Answer the following: (compulsory) 1 x 20 = 20

1. How will you vouch and/or verify the following:

(a) Advertisement Expenses. (5 marks)

(b) Sale of Scrap. (5 marks)

(c) Payment of taxes. (5 marks)

(d) Foreign travel expenses. (5 marks)

SECTION-B

II. Answer any FOUR questions: 4 x 10 = 40

2. (a) Explain the objectives of audit as per SA 200. (5 marks)

(b) Explain the benefits of Audit. (5 marks)

3. Explain Preliminary engagement activities. (10 marks)

4. (a) Explain the methods of evaluation of internal control. (5 Marks)

(b) State the meaning of Internal Control. What are the benefits of Internal control?

(5 Marks)

5. (a) Explain the types of Audit Evidence. (5 marks)

(b) What are the steps taken by the Auditorlf management refuses to allow the auditor

to send a confirmation request. (5 Marks)

6. (a) What are the different techniques available as Substantive Analytical Procedures?

(5 Marks)

(b) Explain the factors affecting the auditor’s judgement as to the sufficiency of audit

evidence. (5 Marks)

**********************
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Strategic Financial Management

Time: 2 Hrs. Max. Marks: 60

SECTION - A

I. Answer the following:(compulsory) 1 x 20 = 20

1. a) Shreyas Enterprises has been operating its manufacturing facilities till 31.3.2024 on a

single shift working with the following cost structure:

As at 31.3.2024 the company held:

Particulars Per unit (Rs)
Cost of Materials 6.00
Wages (out of which 40% fixed) 5.00
Overheads (out of which 80% fixed) 5.00
Profit 2.00
Selling Price 18.00
Sales during 2023-24 -R s . 4,32,000.

Particulars (Rs)
Stock of raw materials (at cost) 36,000
Work-in-progress(valued at prime cost) 22,000
Finished goods (valued at total cost) 72,000
Sundry debtors 1,08,000

In view of increased market demand, it is proposed to double production by working an
extra shift. It is expected that a 10% discount will be available from suppliers of raw
materials in view of increased volume of business. Selling price will remain same. The
credit period allowed to customers will remain unaltered. Credit availed of from suppliers
will continue to remain at the present level i.e., 2 months. Lag in payment of wages and
expenses will continue to remain half a month.

You are required to PREPARE the additional working capital requirements, if the policy to
increase output is implemented. (15 Marks)

b) Mosaic Limited has current sales of Rs. 15 lakhs per year. Cost of sales is 75 per cent of

sales and bad debts are one percent of sales. Cost of sales comprises 80 percent variable

costs and 20 percent fixed costs, while the company’s required rate of retumisl2 percent.

Mosaic Limited currently allows customers 30 days credit but is considering increasing
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this to 60 days credit in order to increase sales.

It has been estimated that this change in policy will increase sales by 15 percent, while
bad debts will increase from one percent to four percent. It is not expected that the policy
change will result in an increase in fixed costs and creditors and stock will be unchanged.

Should Mosaic Limited introduce the proposed policy? ANALYSE (Assume 360 days in
a year) (5 Marks)

SECTION- B

II. Answer any FOUR questions: 4 x 10 = 40

2. The management of MNP Company Ltd. is planning to expand its business and consults
you to prepare an estimated working capital statement. The records of the company reveal
the following annual information:
Sales-Domestic at one month’s credit 24,00,000
Export at three month’s credit (sales pricel0% below
Domestic price) 10,80,000
Materials used (suppliers extend two months credit) 9,00,000
Lag in payment of wages- '/amonth 7,20,000
Lag in payment of manufacturing expenses (cash)-lmonth 10,80,000
Lag in payment of Adm. Expenses -1 month 2,40,000
Sales promotion expenses payable quarterly in advance 1,50,000
Income tax payable in four instalments of which one falls in
The next financial year. 2,25,000

Rate of gross profit is 20%. Ignore work-in-progress and depreciation.
The company keeps one month’s stock of raw materials and finished goods (each) and
believes in keeping Rs.2,50,000 available to it including the over draft limit of Rs.75,000
not yet utilized by the company. The management is also of the opinion to make 12%
margin for contingencies on computed figure. You are required to prepare the estimated
working capital statement for the next year.

3. From the following information, prepare Income Statement of Company A & B:
Particulars Company A Company B

Margin of safety 0.20 0.25
Interest Rs. 3000 Rs.2000

Profit volume ratio 25% 33.33%
Financial Leverage 4 3

Tax rate 45% 45%

4. CALCULATE the operating leverage, financial leverage and combined leverage from the
following data under Situation I and II and Financial Plan A and B:_______

Installed Capacity 4,000 units
Actual Production and Sales 75%ofthe Capacity
Selling Price Rs. 30Per Unit
Variable Cost Rs.l5Per Unit



Fixed Cost:
Under Situation I Rs. 15,000
Under Situation-II Rs.20,000

Capital Structure:
Financial Plan

A (Rs) B (Rs)

Equity 10,000 15,000

Debt (Rate of Interest at 20%) 10,000 5,000
20,000 20,000

5. A Factoring firm has credit sales of Rs.360 lakhs and its average collection period is

30days. The financial controller estimates, bad debt losses are around 2% of credit sales.

The firm spends Rs. 1,40,000 annually on debtor’s administration. This cost comprises of

telephonic and fax bills along with salaries of staff members. These are the avoidable

costs. A Factoring firm has offered to buy the firm’s receivables. The factor will charge

1% commission and will pay an advance against receivables on an interest @15% p.a.

after withholding 10% as reserve. ANALYSE what should the firm do?

Assume 360 days in a year.

6. From the following information relating to a departmental store, you are required to
PREPARE for the three months ending 31st March 2024: -
Month-wise cash budget on receipts and payments basis.

It is anticipated that the working capital & other account balances at 1st January 2024 will
be as follows:-

Rs. in ‘000’s
Cash in hand and at bank 545

Short term investments 300
Debtors 2,570
Stock 1,300
Trade creditors 2,110
Other creditors 200
Dividends payable 485
Tax due 320
Plant 800



Budgeted Profit Statement: Rs.in‘000’s
January February March

Sales 2,100 1,800 1,700

Cost of sales 1,635 1,405 1,330

Gross Profit 465 395 370

Administrative, Selling and
Distribution Expenses 315 270 255

Net Profit before tax 150 125 115

Depreciation amount to Rs.60,000 is included in the budgeted expenditure for
each month.

Budgeted balances at the end of
each months:

Rs. in ‘000’s

31st Jan 29th Feb 31s'March
Short term investments 700 — 200
Debtors 2,600 2,500 2,350
Stock 1,200 1,100 1,000
Trade creditors 2,000 1,950 1,900
Other creditors 200 200 200
Dividends payable 485 - -
Tax due 320 320 320
Plant(depreciation ignored) 800 1,600 1,550

********************>
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Capital Markets for BPS
Durations Hours MaxMarks:120

I. Answer any THREE of the following : (3x20= 60 Marks)

1. Define Derivatives. Explain its types.

2. Explain the functions of Investment Bank.

3. What is meant by Hedge Funds? Explain its types.

4. What is meant by Risk? Explain the types of risk faced by financial services industry.

II. Answer any FOUR of the following : (4x10= 40 Marks)

5. Write a note on parameters used to gauge the performance of an investment product.

6. Explain the purposes of Corporate Action.

7. Briefly explain the stages involved in the Trade Life Cycle.

8. Explain the five entities or parties involved in Mutual Funds.

9. Define Financial Risk Management. Explain the steps involved in Financial Risk
Management.

III. Answer any FOUR of the following : (4x5= 20 Marks)

10. What is Equity? Explain its types.

11 • Write short notes on Gross Settlement and Net Settlement.

12. Explain the key components of Private Equity Funds.

13. Explain the functions of Asset Management Company.

14. State any five instances of operational risk.
*******************
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Managing Business Processes I

Duration:3 Hours Max Marks:120

I. Answer any THREE of the following : (3x20= 60 Marks)

1- What is Business Process Outsourcing (BPO)? Explain Process Management in a

BPO in a nutshell.

2. Explain the new seven Quality Control Tools in order to make a quality

management decision.

3. Explain how customer needs help in understanding with the help of Kano Model.

4. Explain the Principles of ISO 9001:2008.

II. Answer any FOUR of the following : (4x10= 40 Marks)

5- What are the characteristics of Process?

6. What is quality and what are the importance to manage quality?

7. What is Benchmarking? Explain its types.

8- Write a note on CMMI.

9- Describe SIPOC Model.

III. Answer any FOUR of the following : (4x5= 20 Marks)

10. What are the Components of Quality?

11- What is Cost of Quality and how to prevent Quality?

12. Explain PDCA.

13. How to perform Quality audit?

14. What are the contents of a Audit Report?
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