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

1) Assuming that the firm pays tax at 50% rate, compute the after tax cost of capital

in the following cases:

1. A 8.5% preference share sold at par
2. A Irredeemable bond at par compound rate of interest being 7%
3. A 10 year 8% Rs. 1,000 per bond sold at Rs.950, Less 4% underwriting

commission, redeemable at par.
4. A preference share sold at Rs. 100 with a 9% dividend and a redemption price

of Rs 110, if the company redeems it in 5 years.

5. A common share selling at a current market price of Rs 100 and paying a

current dividend off Rs 9 per share which is expected to grow at the rate of 8%.

2) For the year 2019-20, Sewell Ltd. Achieved an EPS at Rs.8. Its cost of capital is

15% & rate of return is 20%. Determine its market price when the dividend payout

ratio is: (a) 0% (b) 25% (c) 50% or (d) 100%.

3) A ltd is considering for the purchase of a new machine requiring an outlay of

Rs. 1,500 lakhs. Its estimated cash flows for three year life of the machine is given

below (amount in lakhs)

Year 1 Year 2 Year 3

Cash flows

(in lakhs)
Probability

Cash flows

(in lakhs)
Probability

Cash flows

(in lakhs)
Probability

800 0.1 800 0.1 1200 0.2

600 0.2 700 0.3 . 900 0.5

400 0.4 600 0.4 600 0.2

200 0.3 500 0.2 300 0.1
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The risk free rate is 5%. PVF at 5% is as follows:

Year 1 0.952

Year 2 0.907

Year 3 0.864
From the following information determine

1. Expected NPV

2. Standard deviation

4) How does Integrated Reporting contribute to corporate transparency, and what

sections in the report ensure accountability?

SECTION - B

Answer any FOUR questions : (5x4= 20)

5) Poseidon Ltd issued 10,000 preference shares of Rs. 100 each. They ai^l

redeemable after 5 years at a premium of 5% and carry a dividend of 12%. Share
issue expenses amounted to Rs. 20,000. Calculate the cost of preference shares:

(i) If issued at par
(ii) If issued at 5% discount

(iii) If issued at 5% premium.

6) A company expects a Net Income of 80,000. It has 2,00,000, 8% debentures.

The equity capitalization rate of the company is 20%. Calculate the value of the

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

If the debenture debt is increased to 5,00,000, what shall be the value of the firm

and the overall capitalization rate. g

7) Two chemical companies X Ltd & Y Ltd had equity shares priced at Rs. 150 each.

During the financial year 2024-25, each one made a net profit of Rs. 210 crores.

Cost of equity is the same for both the companies at 10%. X Ltd decided to
declare a dividend of Rs. 8 per share & Y Ltd decided to not to declare
dividend.Using MM hypothesis,

• Calculate the share prices of X Ltd after dividend declaration.

• Calculate the share prices of Y Ltd after the results.

• Is there any difference in the total shareholders wealth between the two
companies?

8) The Zeta-10 Company Ltd is considering the purchase of a new asset. Two

alternative investment are available (A) and (B) each costing 200000. Cash



inflows are expected to be as follows.

Year Cash inflow of Asset A Cash inflow of Asset B

1 80000 100000

2 70000 80000

3 50000 60000

4 40000 60000

The Company has a target return on capital of 10%. Risk premium rates are 2%

and 8% respectively for Asset A and Asset B. Which asset has to be chosen

based on Risk Adjusted NPV.

PVF @12% 0.893 0.797 0.712 0.635

PVF @18% 0.847 0.718 0.609 0.516

9) Alpha Limited is planning to acquire Beta Limited. Using the financial details

below, determine the number of shares Alpha Ltd. should issue to Beta Ltd.'s

shareholders based on Earnings Per Share (EPS).

Particulars Alpha Ltd. Beta Ltd.

Number of Shares 1,50,000 50,000

Earnings After Tax (Rs.) 1,20,00,000 15,00,000

10% Preference Shares (Rs.) — 10,00,000

10) How does ethical leadership contribute to transparency and accountability in an

organization?

SECTION - C

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

11) On 1-7-2023 Y Ltd issued 1,00,000 Preference shares at a discount of 20%. The
dividend was payable at 14%. The share expenses amounted to 15% of the face

value of the shares. Calculate the cost of preference shares.

12) A company’s EBIT is Rs.1,20,000, and the return on investment is 12%. Calculate
the value of the firm as per MM theory.

13) What is a regular dividend policy?

14) What is a property dividend?

15) Athmika Ltd is considering to start a new project for which it has gathered the

following information



Calculate the expected cash flow.

Cash Flow Probability

30,000 0.1

60,000 0.4

12,000 0.4

15,000 0.1

16) Why do companies merge to acquire new technology?

17) What is a concentric merger?

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

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

1) What is Collaborative CRM and why it is important for Businesses? Expalin with

examples.

2) What is meant by Desired Outputs? Explain in detail the planning of Desired

Outputs.

3) Elucidate the process of CRM in different sectors.

4) What is meant by CRM implementation? Explain the benefits & problems of CRM
implementation.

SECTION - B

Answer any FOUR questions : (4x5= 20)

5) "CRM Process is an Ongoing Cycle." In this conext, mention the contents of CRM
flowchart.

6) Explain in brief the Customer Value Parameter.

7) Write a short note on Customer Centricity.

8) Explain the attributes of Call Centres.

9) Explain any five recent trends in CRM.

10) What are the various classifications of customer expectations?

SECTION - C

Answer any FIVE questions : (5x2=10)

11) What is Analytical CRM? Mention any three parts of Analytical CRM.

12) Explain any two tools of enterprise marketing.

13) What is meant by Relationship Marketing? How is it different from CRM?

14) Mention the types of Campaigns.

15) Explain any two features of e-CRM.

16) Mention the formula to calculate Customer Retention Ratio.

17) State the quadrants of the Customer Strategy Grid.

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

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

1. (a) Explain the five types of threats to independence of auditors. (10 Marks)

(b) State with reasons (in short) whether the following statements are correct or

incorrect: (2x5 = 10)

(i) The audit engagement letter is sent by the client to auditor.

(ii) Communicating key audit matter in the auditor’s report constitutes a substitute for

disclosure in the financial statements.

(iii) When the auditor has to express an adverse opinion, he need not communicate with

those charged with governance as this may have an impact on payment of his audit

fees.

(iv)Instead  of modifying an opinion in accordance with SA 705, the statutory auditor can

use Key Audit Matter paragraph in the audit report with an unmodified opinion.

(v) The concept of “joint audit” has legal foothold under the Companies Act, 2013.

SECTION- B

II. Answer any FOUR questions (Out of 5 questions): 4 x 10 = 40

2. (a) Explain the purposes of audit documentation. (5 Marks)
(b) List out some matters that the auditor may consider in determining whether a

deficiency or combination of deficiencies in internal control constitutes a “significant
deficiency”. (5 Marks)

3. (a) Communicating Key Audit Matter is not a substitute for disclosure in the Financial
Statements rather Communicating key audit matters in the auditor’s report is in the
context of the Auditor having formed an opinion on the financial statements as a
whole. Analyse. (5 Marks)

(b) ABC Ltd is a company incorporated in India. It has branches within and outside India.
Explain who can be appointed as an auditor of these branches within and outside
India. Also explain to whom branch auditor is required to report. (5 Marks)
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4. (a) Explain the meaning of “Date the financial statements are issued" under SA 560.
(5 Marks)

(b) “The auditor shall evaluate whether the financial statements are prepared, in all
material respects, in accordance with the requirements of the applicable financial
reporting framework. This evaluation shall include consideration of the qualitative
aspects of the entity’s accounting practices, including indicators of possible bias in
management’s judgements.” Explain clearly qualitative aspects of the entity’s
accounting practices. (5 Marks)

5. (a) Discuss which class of companies are specifically exempt from the applicability of
CARO 2020? (5 Marks)
(b) Account of a borrower availing cash credit facility from branch of a bank has become

“Out or order.” Discuss the term “Out of order”. (5 Marks)

6. (a) An engagement partner takes overall responsibility for maintaining audit quality in an
audit engagement in accordance with SA 220. What are his objectives in taking and
emphasizing such responsibility? (5 Marks)

(b) List out any four points which highlight peculiarities involved in banking operations.
(5 Marks)

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

Answer the following question: 1 x 20 = 20

1. Explain how businesses can deal with the competitive pressures using Five Forces
Analysis by Michael Porter.

SECTION - B
Answer any FOUR questions: 4 x 10 = 40

2. (a) Explain the concept of Experience Curve and highlight its relevance in strategic
management. - (5 marks)

(b) Riya Sharma owns a confectionery business in Jaipur, specializing in homemade
chocolates and candies. Despite holding a substantial market share in the central
region, her business has experienced declining sales of these products over the last
few years. Concerned about the market dynamics, Riya consults a management expert
for guidance. The consultant recommends a comprehensive understanding of the
competitive landscape. Explain the steps to be followed by Riya Sharma to
understand the competitive landscape to address the sales decline.- (5 marks)

3. (a) What is strategic change? Explain the change process proposed by Kurt Lewin that
can be useful in implementing strategies.- (5 marks)

(b) York Investors, recognizing the importance of aligning its organizational elements
with strategic objectives, has strategically invested in training programs, technology,
and communication systems. The company aims to enhance the skills and capabilities
of its workforce through comprehensive training initiatives. Simultaneously, York
Investors leverages cutting-edge technology to streamline its operations and improve
overall efficiency. The investment in communication systems ensures seamless
collaboration and information flow across various departments. Identify and explain
the model used by York Investors to achieve its strategic objectives. - (5 marks)

4. (a) The CEO of a textile mill believes that his company, currently operating at a loss, can
be turned around. Develop an action plan outlining steps the CEO can take to achieve
this turnaround.- (5 marks)

(b) XYZ Corporation is a multinational conglomerate operating in various industries.
They have a diverse portfolio of businesses, including a leading consumer electronics
division, a growing e-commerce platform, a mature industrial machinery division, and
a newly established software development unit. Which division of XYZ Corporation
would most likely be classified as a "Star" in the BCG Growth-Share Matrix?

(5 marks)
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5. (a) Sohan and Ramesh are two friends who are partners in their business of making
biscuits. Sohan believe in making profits through selling more volume of products.
Hence, he believes in charging lesser price to the customers. Ramesh, however, of the
opinion that higher price should be charged to create an image of exclusivity and for
this, he proposes that the product to undergo some change.
Analyse the nature of generic strategy used by Sohan and Ramesh. - (5 marks)

(b) Rohit Patel is having a small chemist shop in the central part of Ahmedabad. What
kind of competencies Rohit can build to gain competitive advantage over online
medicine sellers? - (5 marks)

6. (a) Yummy Foods and Tasty Foods are successfully competing in the business of ready to
eat snacks in Patna. Yummy has been pioneer in introducing innovative products.
These products will give them good sale. However, Tasty Foods will introduce similar
products in reaction to the products introduced by the Yummy Foods taking away the
advantage gained by the former.
Explain the strategic approach of the two companies. Which is superior? - (5 marks)

(b) Dharam Singh, the procurement department head of Cyclix, a mountain biking
equipment company, was recently promoted to look after sales department along with
procurement department. His seniors at the corporate level have always liked his way
of leadership and are assured that he would ensure the implementation of policies and
strategies to the best of his capacity but have never involved him in decision making
for the company.
Do you think this is the right approach? Validate your answer with logical reasoning
around management levels and decision making. - (5 marks)

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

1) Explain the role of BPS in a) Insurance b) Manufacturing c) Retail d) Finance.

2) What are Corporate Etiquettes? Explain its importance.

3) Define Interview. Explain the stages of a typical interview.

4) What specific skills and experiences do you possess that align with the

requirements and responsibilities of the consultant position you are applying for?

SECTION - B

Answer any FOUR questions : (5x4= 20)

5) Explain the scope of BPS in Travel and Tourism.

6) Differentiate between Campus and Corporate.

?) Explain how can a employee Imbibe workplace Etiquettes.

8) Elaborate Personal Pronouns and Adjectives with Five examples each.

9) Describe the different ways of effectively listening to speakers.

10) What are the steps to be taken by the candidate on the day of interview.

SECTION - C

Answer any FIVE questions : (2x5= 10)

11) Explain how to take ownership.

12) How can you develop a problem solving attitude?

13) Mention any Five rules to be followed when using a Mobile Phone.
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14) Identify the type of sentence:

1. The business grew very fast.
2. We need to finish the work in an hour for tomorrow is your weekly off.

3. I used to earn more when I was self employed.
4. The old brand and the new one both offer value for money.
5. You could send him a mail right now or call him up.

15) State the steps of writing a skit.

16) What are the strengths and advantages of employing intercultural communication

skills in multicultural environments?

17) What is meant by Observational Research?



25COMC611 Reg No

CHOICE BASED CREDIT SYSTEM SEMESTER SCHEME

B.Com. SIXTH SEMESTER DEGREE EXAMINATION APRIL 2026

COMMERCE

Advanced Audit and Assurance 11

Durations Hours Max Marks:60

Section A

Answer any TWO of the following: (2*15= 30)

1 • You have been asked to review the following audit opinion:

Audit opinion
"As more fully explained in notes 11 and 15, impairment losses on non-current

assets have not been recognised in profit or loss as the directors are unable to

quantify the amounts.

"In our opinion, provision should be made for these as required by International

Accounting Standard 36 (Impairment). If the provision had been so recognised the

effect would have been to increase the loss before and after tax for the year and to

reduce the value of tangible and intangible non-current assets. However, as the

directors are unable to quantify the amounts, we are unable to indicate the

financial effect of such omissions.
"In view of the failure to provide for the impairments referred to above, in our

opinion the financial statements do not present fairly in all material respects the

financial position of Howard Co as at [date] and of its loss and its cash flows for the

year then ended in accordance with International Financial Reporting Standards."

Your review of the prior-year auditor's report shows that the audit opinion was

worded identically.

Required:

Critically appraise the appropriateness of the audit opinion.

2. It is 1 July 20X5. You are an audit manager in Williamson & Co, a firm of Chartered

Certified Accountants, responsible for the audit of Ideal Co, with a year ended 28

February 20X5. The draft financial statements recognise profit for the year of $10

million. The audit for the year end is nearing completion, and several matters have

been highlighted for your attention by the audit senior, Glen Smith. The matters

have been discussed with management and will not be adjusted in the financial

statements:
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1. In January 20X5 a major customer went into administration. There was a

balance of $2 million owing to Ideal Co from this customer at 28 February

20X5, which is still included in trade receivables.
2. A court case began in December 20X4 involving an ex-employee who is

suing Ideal Co for unfair dismissal. Lawyers estimate that damages of
$45,000 are probable to be paid. The financial statements include a note

describing the court case and quantifying the potential damages but no

adjustment has been made to include it in the statement of financial

position or the statement of profit or loss.

Glen Smith has produced a draft auditor’s report for your review, an extract of

which is shown below:

Basis for opinion and disclaimer of opinion
We have performed our audit based on a materiality level of $1 million. Our aud®

procedures have proven conclusively that trade receivables are materially

misstated. The finance director of Ideal Co, Ms Latham, has refused to make an

adjustment to write off a significant trade receivables balance. Therefore, in our

opinion the financial statements of Ideal Co are materially misstated and we

therefore express a disclaimer of opinion because we do not think they are fairly
presented.

Emphasis of Matter paragraph

Ideal Co is facing a legal claim for an amount of $50,000 from an ex-employee. In

our opinion this amount should be recognised as a provision but it is not included

in the statement of financial position. We draw your attention to this breach of the
relevant IFRS Accounting Standard. W

Required:

Critically appraise the proposed auditor’s report of Ideal Co for the year ended 28
February 20X5.

3. It is 1 July 20X5. You are a manager at Mantel & Co, a firm of Chartered Certified

Accountants. One of the partners has asked to you to respond to a number of
issues which have arisen in respect of a potential new client, Hall Co.

Hall Co operates in a country in which recent amendments to the Companies Act

20X5 (the “20X5 Act”) impose specific responsibilities on boards of directors

towards internal financial controls (“IFCs”). A board is required to report, annually,

that it has laid down the IFCs to be followed by the company and that such IFCs

are adequate and were operating effectively. These changes are effective from the

financial years beginning on or after 1 April 20X6. Under the 20X5 Act, reporting in



the auditor’s report on the design adequacy and effective operation of the

company’s IFCs over financial reporting ("IFCFR”) is mandatory for financial years

beginning on or after 1 April, 20X6.
Currently, Hall Co is assessing the impact these new requirements will have on its

operations and processes, including the financial reporting process. Tom Cremel,

the company’s founder and CEO, has invited Mantel & Co to submit an audit

proposal (tender document) for the board's consideration. He made the following

comment to the partner:
“I am unsure what reporting on IFCFR will involve and the level of assurance that

this should provide. Am I right in assuming that it may not require any more work in

addition to audit work? But if it does, that the audit team would be able to perform

any additional work?”

The partner would like you to prepare a response to Tom Cremel in which you

should describe the nature of the service required to report on the design

adequacy and operating effectiveness of IFCFR and the level of assurance that

this should provide as compared with an audit of historical financial statements.

You should also discuss whether his assumptions are correct.
Required:

Prepare the response to Tom Cremel as requested by the partner.

4. You are a manager working in the public sector audit department of Fern & Co.

You are responsible for the audit of Moosewood Hospital, for the year ended 31

March 20X5. You have recently visited the audit team, who are currently on site

performing the fieldwork, to review the work performed to date and to discuss their

progress.

In addition to the audit of the financial statements your firm is also required to
conduct an audit of the performance information of Moosewood Hospital. You are

required to provide assurance with regard to both the accuracy and completeness

of three key performance measures which are used to monitor the hospital’s

efficiency and effectiveness. The performance measures, all of which the Hospital

claims to have met, are:

1. To maintain an average patient to nurse ratio of no more than 6:1.

2. To achieve a minimum 75% annual usage of surgical rooms.

3. To ensure that the rate of admissions within 28 days for previously treated
conditions does not exceed 3%.

Required:

1. Explain the difference between a “performance audit” and an “audit of

performance information”. (5 marks)



2. Recommend the examination procedures which should be used in auditing thfe

performance information of Moosewood Hospital. (10 marks)

Section B

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

5. One of Elevixa Co's objectives is to increase market share by 35% within the next

five years.Required:
Suggest how you might assess if Elevixa has developed a strategy that has a

reasonable chance of accomplishing its objective.

6. It is 1 July 20X5. You are a manager at Thyme & Co, a firm of Chartered Certified

Accountants. You are currently involved in the completion stage of three

engagements relating to different clients. Each of the engagements has raised

issues that require your attention. -
Crow Co designs and manufactures mobile information technologies. The audit for

the year ended 30 April 20X5 is nearly complete and the auditor’s report is to be

signed imminently. The draft reported profit before income taxes and total assets

for the year are $65 million (20X4 — $111 million) and $650 million (20X4 — $910

million) respectively. Crow Co is not a listed company.
During the year $7 million of expenses relating to a new military research project

were recorded in the statement of profit or loss. The audit team was given brief

summaries of the costs incurred but, when asked for further corroborating

evidence, management stated that they had signed a confidentiality agreement

with the military and were unable to provide any further details. The only additional

information provided was that they anticipated the project to last for three year^

and that it may lead to a highly lucrative contract.
Required:

Discuss the implications of the military research project for the auditor’s report and
recommend any further actions necessary.

7. It is 1 July 20X5. Foulkes Jets Co is an airline company and is a new audit client of

Walter & Co. You are responsible for the audit of the financial statements for the

year ended 30 June 20X5. The draft financial statements recognise revenue of
$160 million and total assets of $250 million.

Your firm has been engaged to perform a separate assurance engagement on

Foulkes Jets Co’s corporate social responsibility (CSR) report. This engagement

will be performed by Walter & Co’s specialist social and environmental assurance

department and there are no ethical threats created by the provision of this service
in addition to the audit.



*9^
The finance director of Foulkes Jets Co is looking ahead to next year’s corporate

reports. He is considering whether the company should present an integrated

report instead of the current reports which include the annual report, chairman’s

review, CSR report, operating review and management commentary.

Required:
Comment on the challenges that Walter & Co would face in providing assurance

on an integrated report for Foulkes Jets Co.

8. The draft financial statements of the SeaU Group (the Group), a listed

manufacturer, for the year ended 31 March 20X5 show a loss before tax of $2.2m

(20X4 - loss of $1.5m). The draft auditor’s report includes the following extract:

Key audit matters

1. Valuation of financial instruments

The Group enters into structured forward contracts to purchase raw materials. The

valuation of these unquoted instruments involves guesswork and is based on

internal models developed by the Group’s finance director, Jeremy Bolivar. Mr

Bolivar joined the Group in January 20X5 and there is significant measurement

uncertainty involved in his valuations as a result of his inexperience. As a result,

the valuation of these contracts was significant to our audit.

2. Customer liquidation
Included in receivables shown on the consolidated statement of financial position is

an amount of $278,235 from a customer which has ceased trading. On the basis

that the Group has no security for this debt, we believe that the Group should

make a full allowance for impairment of $278,235 thereby reducing profit before

income taxes for the year and total assets as at 31 March 20X5 by that amount.

Required:
Critically appraise the extract from the auditor’s report on the consolidated.

Section C

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

9. Analytical procedures performed in an overall review of the financial statements of

Halt Co. for the year ended 30 September 20X8, show that the trade receivables

collection period is lower than it was during the interim audit performed in July

20X8.
The auditor knows that the credit controller left the company in August 20X8 but

understands from discussions with management that, as a result, the company is

experiencing difficulties in debt collection.



Required:

Explain a valid reason, other than error, for the apparent inconsistency.

10- For each of the following situations:

(a) suggest an appropriate audit opinion modification (if any); and

(b) state the grounds for such a modification.

Situations
1. Based on the audit evidence obtained there is no material uncertainty.

2. The going concern basis is appropriate but material uncertainty exists which is

adequately disclosed.
3. The going concern basis is inappropriate but the financial statements have been

prepared on a going concern basis.

4. The going concern basis is inappropriate and the financial statements have

been prepared on an alternative basis, which is adequately disclosed. |

5. Management does not make an assessment for a period of at least 12 months

from the end of the reporting period when asked to do so.

11- Define the following terms:

Forensic accounting; Forensic investigation; Forensic auditing.

Suggest how enhancing training in firms can help the auditor address

automation bias and the risk of overreliance when using ATT
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Section A

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

1- a) Businesses seeking rapid expansion and stronger market positions sometimes

choose to combine with or purchase other components. Evaluate the reasons why

firms prefer growth through mergers and acquisitions. (5 marks)
b) Pongo pic is a UK-based import-export company. It has an invoice, which it is

due to pay on 30 June, in respect of $350,000. The company wishes to hedge its

exposure to risk using traded options.

The current $/£ spot rate is 1.5190 - 1.5230.

On the ICE Futures Europe exchange, contract size is £25,000.
Exercise price ($/£) June contracts

Calls Puts
1.45 8.95 10.20

1.50 6.80 12.40

Option premia are given in cents per £.

Assume that it is now the 31 March.

Required:Calculate the cash flows in respect of the payment if the spot rateis:
$1.4810 - $1.4850 to £1 on the 30 June. (10 marks)

2. a) Doric Co has two manufacturing divisions: parts and fridges. Although the parts

division is profitable, the fridges division is not, and as a result its share price has

declined to $0.50 per share from a high of $2.83 per share around three years
ago. Assume it is now 1 January 20X9.

The board of directors are considering two proposals:

1. To cease trading and close down the company entirely, or;
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2. To close the fridges division and continue the parts division through a
leveraged management buyout. The new company will continue with

manufacturing parts only but will make an additional investment of $50m

in order to grow the parts division after-tax cash flows by 3.5% in

perpetuity. The proceeds from the sale of the fridges division will be used

to pay the outstanding liabilities. The finance raised from the

management buy-out will pay for any remaining liabilities, the funds

required for the additional investment, and to purchase the current equity

shares at a premium of 20%. The fridges division is twice the size of the 

parts division in terms of its assets attributable to it.

Extracts from the most recent financial statements:
Financial position as at 31 December 20X8

$m

Non-current assets 110

Current assets 220

Share capital ($0.40) 40

Reserves 10

Liabilities (non-current and current) 280

Statement of profit or loss for the year ended 31 December 20X8 $m

Revenue: Parts of division 170

Fridges division 340

Costs prior to depreciation, interest payments and tax:

Parts of division 020

Fridges division (370'

Depreciation, tax and interest (34)

Loss MAX

If the entire company’s assets are sold, the estimated realisable values of assets
are as follows:

$m

Non-current assets 100

Current assets 110

The following additional information has been provided:



Redundancy and other costs will be approximately $54m if the whole company is

closed, and pro rata for individual divisions that are closed. These costs have

priority for payment before any other liabilities in case of closure. The taxation

effects relating to this may be ignored.

Corporation tax on profits is 20% and it can be assumed that tax is payable in the

year incurred. Annual depreciation on non-current assets is 10% and this is the

amount of investment needed to maintain the current level of activity. The new

company’s cost of capital is expected to be 11%.

a) Estimate the additional amount of finance needed and the value of the new

company, if only the assets of fridges division are sold and the parts division is

divested through a management buy-out. Briefly discuss whether or not the

management buy-out would be beneficial. (10 marks)

b) Doric Co's directors are of the opinion that they could receive a better price if

the fridges division is sold as a going concern instead of its assets sold separately.

They have been told that they need to consider two aspects when selling a

company or part of a company: (i) seeking potential buyers and negotiating the

sale price; and (ii) due diligence. Discuss the issues that should be taken into

consideration with each aspect. (5 marks)

3. a) Rottweiler has the following data:

Market value of assets$1,816m;

Volatility of assets 11.65%;

Nominal value of debt $267m, average coupon rate 5.73%and average term to

maturity five years;

Risk-free rate 4.36%.
Required: (7 marks)
a. Estimate the nominal duration of the debt.

b. Use the Black-Scholes model to value the equity.

c. Estimate the spread on the debt.
d. Estimate the probability of default on the debt.

b) Assess how the reduction of protectionist measures may affect employment,

industrial development, and economic stability in a country. (8 marks)

4. Strom Co: Today is 1 December 20X2. Strom Co is a clothing retailer, with stores

selling mid-price clothes and clothing accessories throughout Europe. It sells its

own-brand items, which are produced by small manufacturers located in Africa,



who work solely for Strom Co. The European sovereign debt crisis has affected a

number of countries in the European Union (EU). Consequently, Strom Co has

found trading conditions to be extremely difficult, putting pressure on profits and

revenue.
The sovereign debt crisis in Europe resulted in countries finding it increasingly

difficult and expensive to issue government bonds to raise funds. Two main

reasons have been put forward to explain why the crisis took place: firstly, a

number of countries continued to borrow excessive funds, because their

expenditure exceeded taxation revenues; and secondly, a number of countries

allocated significant sums of money to support their banks following the “credit

crunch” and the banking crisis.
In order to prevent countries defaulting on their debt obligations and being

downgraded, the countries in the EU and the International Monetary Fund (IMF^

established a fund to provide financial support to member states threatened by the

risk of default, credit downgrades and excessive borrowing yields. Strict economic

conditions known as austerity measures were imposed on these countries in

exchange for receiving financial support.

The austerity measures have affected Strom Co negatively, and the years 20X1

and 20X2 have been particularly bad, with revenue declining by 15% and profits by

25% in 20X1 and remaining at 20X1 levels in 20X2. On investigation, Strom Co

noted that clothing retailers selling clothes at low prices and at high prices were not

affected as badly as Strom Co or other mid-price retailers. Indeed, the retailers

selling low-priced clothes had increased their profits, and retailers selling luxury,

expensive clothes had maintained their profits over the last two to three years. g|

In order to improve profitability, Strom Co’s board of directors expects to cut costs

where possible. A significant fixed cost relates to quality control, which includes

monitoring the working conditions of employees of Strom Co’s clothing

manufacturers, as part of its ethical commitment.

a) Explain the role and aims of the International Monetary Fund (IMF) and discuss

possible reasons why the austerity measures imposed on European Union (EU)

countries might have affected Strom Co negatively. (10 marks)

b) Discuss the risks to Strom Co of reducing the costs relating to quality control

and how the detrimental impact of such reductions in costs could be decreased. (5
marks)
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Section B

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

5- a) The Watling Group is headquartered in Zurich and settles transactions between

the parent, A Co, and three subsidiaries in Swiss francs (CHF) in the order that the

company owing the largest net amount will first settle with the company owed the

smallest net amount. The balances owed to and owed by the members of the A

Group are first translated, here using spot mid-rates:

Owed by Owed to Local currency Spot mid-rates CHF

m m

A Co BCo CHF16 1 16

A Co D Co CHF5 1 5

B Co C Co €25 0.94 26.60

B Co D Co €19 0.94 20.21

C Co A Co US$27 1.1 24.55

C Co D Co US$6 1.1 5.45

D Co A Co GHS39 3.2 12.19

D Co B Co GHS51 3.2 15.94

Demonstrate how multilateral netting might be of benefit to Watling Group. (6

marks)

b) In modern financial markets, certain trading mechanisms allow large investors to
buy or sell substantial quantities of shares without revealing the details to the wider

market. Discuss how dark pool trading operates and the concerns it raises for

investors and regulators. (4 marks)

6. Jeff Co was listed on the national stock exchange five years ago. Prior to listing,

the company had about 100 closely linked shareholders. For most of them, their

shareholding represented their principal equity investment. Since listing, most of

these shareholders have sold their holdings, and Jeff Co is now owned principally
by institutional investors.

Since listing, Jeff Co has undergone significant portfolio and organizational

restructuring. This has resulted in Jeff Co reducing the number of business sectors

it operates in from 20 to just two: vehicle parts and distribution logistics. Jeff Co’s
share price has grown strongly since listing.

Jeff Co recently sold Tony Co, a subsidiary company, through a management buy-



in (MBI), in preference to a management buy-out (MBO).
Required:Explain the differences between an MBO and an MBI. Suggest why

Jeff Co’s board of directors might have chosen to sell Tony Co through an MBI

rather than an MBO.

7. Bibiana Co, based in the Eurozone, has experienced rapid international expansion

recently. Central treasury and board reporting functions have struggled to cope

with the increased workload.
Bibiana Co’s board has proposed a regional reporting structure, with regional

treasury and support functions. There is resistance to this from local managers of

larger subsidiaries, who propose local treasury and reporting structures, with larger

subsidiaries supporting smaller subsidiaries.
Required:Discuss the advantages of regional treasury departments as compared

with local treasury departments or a global treasury department. fl

8. Crowe Co is based in France has recently imported raw materials from the USA

and has been invoiced for US$240,000, payable in three months’ time. In addition,

it has also exported finished goods to Japan and Australia. The Japanese

customer has been invoiced for US$69,000, payable in three months’ time, and the

Australian customer has been invoiced for A$295,000, payable in four months'
time.

Current spot and forward rates are as follows:
US$ ... /1 Euro

Spot: 0.9830-0.9850

3 months forward: 0.9520 - 0.9545
Euro... /1 A$ ®

Spot: 1.8890- 1.8920

4 months forward: 1.9510 - 1.9540

Current money market rates (per year) are as follows:
US$: 10.0%- 12.0%

A$: 14.0%- 16.0%

Euro: 11.5%- 13.0%
Required:

Show how the company can hedge its exposure to foreign exchange risk using:
a) forward contracts

b) money market hedges

and for each transaction, determine which is the best hedging technique.



Section C

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

9- In order to strengthen its financial position and concentrate on key operations, a

firm sells certain non-essential business units. Discuss how unbundling can help

the organisation achieve this goal.

10. With increasing global scrutiny on financial transparency, companies must adopt
strict compliance measures. Examine the international regulatory framework

governing money laundering and discuss how these regulations affect the strategic

and operational decisions of an organisation’s finance director.

11 - a) An Australian firm has just bought some machinery from a US supplier for
US$250,000 with payment due in 3 months' time. Exchange rates are quoted as

follows:
Spot rates: (US$... to A$1) 0.7785 - 0.7891

Three months forward rates: 0.7764 - 0.7873

Required:Calculate the amount payable if a forward contract is used. (2 marks)
b) It is now the 1st November 20X6. Enfield Co’s financial projections show an

expected cash deficit in two months' time of $8 million, which will last for

approximately three months. The treasurer is concerned that interest rates may
rise before the 1st January 20X7, so she is considering using an FRA to fix the

interest rate.

The bank offers a 2 - 5 FRA at 5.00% - 4.70%.

Required:Calculate the interest payable if in two months’ time the market rate is:

(a) 7% or (b) 4%. (3 marks)

12. XYZ, a retailer is considering opening a new store in Germany with the following

details (note that all figures have been converted into the domestic currency):
• Estimated cost £12m

• Present value of net receipts £10m

• NPV -£2m

These figures would suggest that the investment should be rejected.

However, if the first store is opened then the firm would gain the optionto open a

second store (an option to expand or follow-on). Suppose this would have the

following details:



• Timing (t) 5 years’ time

• Estimated cost (Pe) £20m

• Present value of net receipts (Pa) £15m

• Volatility of cash flows (s) 28%

• Risk-free rate (r) 6%
Calculate the strategic NPV of the project and advise whether the project should

be accepted.
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Section A

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

1- Grace holds the following interests in other companies:

• An 80% interest in Berry acquired on 1 July 20X8 when Berry’s retained

earnings were $270,000.

• A 40% interest in Ivy acquired on 1 January 20X4 when Ivy’s retained
earnings were $70,000.

A draft consolidated statement of financial position for the Grace Group at 31

December 20X8 has been prepared to include Grace and Berry. No consolidation

adjustments have been made other than to record goodwill, the non-controlling
interest and fair value adjustment in Berry at acquisition and eliminate Berry’s

acquisition date equity.

a Z5 2 _P_I_e
1 Consolidated statement of financial position at 31 December 20X8
2
3 $000
4 Non-current assets
5 Property, plant and equipment 4,280
6 Investment in Ivy 600
7 Goodwill 120
8 5,000
9 Current assets 3,460
10 Total assets 8,460
11
12 Equity
13 Share capital 2,000
14 Retained earnings 1,760
15 3,760
16 Non-controlling interest 80
17 3,840
18 Non-current liabilities 2,220
19 Current liabilities 2,400
20 Total equity and liabilities 8,460
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At 31 December 20X8 the retained earnings of Berry are $318,000 and the

retained earnings of Ivy are $900,000.

The investment in Ivy is impaired by $25,000.
During December 20X8, Grace sold goods to both Berry and Ivy. At 31 December

20X8 Berry owed $20,000 to Grace, but had sold all goods acquired from Grace on

to final customers. At this date, Ivy owed Grace $30,000 and still held 50% of the

goods to which this balance related in its storeroom. Grace had set its selling

prices to include a 20% margin.
The financial accountant has discovered that legal costs of $5,000 relating to the

acquisition of Berry were recognised as part of the cost of the acquisition when

accounting for the business combination. On the acquisition of Berry a contingent

liability of $15,000 was recognised in the consolidated financial statements as a
current liability. This had not been recognised by Berry in its separate financial "

statements as it was not deemed to be probable of payment; however,

circumstances have changed and Berry has subsequently recognised a provision

within current liabilities for this amount.
Required: Prepare a corrected consolidated statement of financial position at 31

December 20X8, showing necessary adjustments.

Statement of cash flows for the year ended 31 December
20X1

Cash flows from operating activities $ $

Operating profit 14,900

Adjustments for:

Depreciation 4,000

Profit on sale of equipment (100)

Operating profit before depreciation 18,800

Increase in trade receivables (7,250)

Increase in inventories (5,000)

Decrease in trade payables (3,000)

Cash from operating activities before income taxes 3,550

Income taxes paid (1,200)

Net cash from operating activities 2,350

Cash flows from investing activities



Note: The 70% interest in a subsidiary was acquired on 20 August 20X1.

Acquisition of Subsidiary (17,620)

Purchase of property, plant and equipment (11,000)
--------------------------------------------------------------------- -------------------
Proceeds from sale of equipment 350

Net cash from investing activities (28,270)

Cash flows from financing activities _____ I
Issue of shares 16,000 _____ I
Repayment of long-term borrowings (2,000)

Dividend paid (200) __ I
Net cash used in financing activities 13,800

Net decrease in cash and cash equivalents (12,120)

Cash and cash equivalents at beginning of period 1,300

Cash and cash equivalents at end of period (10,820)

Required: Discuss the group’s cash flow performance.

3- Extracts from the statement of financial position of Raxon as at 1 April 20X8 are:

$000 $000

Ordinary shares - $0.25 each 4,000

Share premium 700

Revaluation surplus 90

Retained earnings 1,650

Share option reserve 400

2,840

6,840

8% Preference shares 1,000

Note: The above are extracts from the opening statement of financial position for
the current reporting year.

The following draft statement of profit or loss has been prepared for the year to 31

March 20X9, prior to the declaration of the proposed final ordinary dividend for the

year:



$000 $000

Profit before financing and income taxes 1,600

Interest expense - preference dividend (80)

Profit before income taxes 1,520

Income tax expense

Current tax 300

Deferred tax 390

(690)

Profit 830

Extract from statement of changes in equity:

Dividends paid on ordinary shares 320

The following information is relevant:

1. A bonus issue of 1 new share for every 8 ordinary shares held was made on 7

September 20X8.

2. A fully subscribed rights issue of 1 new share for every 5 ordinary shares held at
a price of $0.50 each was made on 1 January 20X9. Immediately prior to the issue

the market price of Raxon’s ordinary shares was $1.40 each.

3. On 1 April 20X7 Raxon issued 2 million share options to employees. When the

options vest on 31 March 20Y1, employees will be entitled to buy ordinary shares

for $0.75. During the year ended 31 March 20X9, the average fair value of s

Raxon ordinary share was $1.25.

1. Profit before financing and income taxes includes the following items:

o $150,000 profits relating to incomplete contracts for which

revenue is recognised over time in accordance with IFRS
15 Revenue from Contracts with Customers;

° an exchange gain of $25,000 on a long-term foreign currency
loan.

2. The statement of financial position includes an asset of deferred

development expenditure of $114,000. The directors are confident that

the development project will be a success.

3. Plant and equipment was revalued on 1 April 20X6 giving a surplus of
$150,000. At that time it had a remaining life of five years. It is being



depreciated, based on its revalued amount, on a straight-line basis.

Depreciation relating to historic cost is recognised in profit or loss and the

excess relating to the revaluation surplus is recognised in other

comprehensive income.
4. Earnings per share (EPS) was correctly reported in last year’s accounts

at $0.08.

a) Calculate the earnings per share (EPS) for Raxon for the year ended 31 March

20X9:

i) on a basic basis (including the comparative figure);

ii) on a diluted basis (ignore the comparative figure);

and state which figures need to be disclosed in the financial statements (ignore

comparatives). (8 marks)
b) Explain why it is useful to disclose the EPS calculated on a diluted basis in

addition to the basic basis. (7 marks)

Further information:

As at 31 December 20X8

Lilly Silly

Non-current assets: $ $

Tangibles 1,800 1,000

Cost of investment in associate 1,000

Current assets 400 300

3,200 1,300

Share capital ($1 nominal 100 100

Retained earnings 2,900 1,000

Current liabilities 200 200

3,200 1,300

Lilly bought 80% of Silly on the 31 December 20X6.

At the date of acquisition Silly's retained earnings stood at $600 and the fair value

of its net assets was $1,000. The fair value difference was due to an asset that had

a remaining useful economic life of 10 years as at the date of acquisition.



The non-controlling interest is measured at fair value on acquisition. The market ■

price of Silly's shares on acquisition was $12.40 a share. Goodwill has been

impaired by $40 since acquisition.

a

Required: Prepare the consolidated statement of financial position of Lilly as at 31

December 20X8.

Section B

Answer any TWO of the following: (2*10= 20)

5. Goblin bought 80% of Sly, which is based overseas, three years ago for €6 million

on 1 January 20X8 when the exchange rate was €4 to $1. It has held a 90%
interest in Pixie for a number of years. A draft consolidated statement of profit or

loss and other comprehensive income for the year ended 31 December 20X8 ha^

been prepared as follows:
Statement of profit or loss and OCI for the year ended 30 December 20X8

The following information is relevant:

$000

Revenue 45,150

Cost of sales -22,800

Gross profit 22,350

Operating expenses -14,080

Operating profit 8,270

Income tax expense -3,950

Profit i 4,320

Other comprehensive income 900

Total comprehensive income i 5,220

The draft statement of profit or loss has been prepared by translating Sly’s income

and expenses at the average exchange rate for the year and adding these to the

income and expenses of Goblin and Pixie on a line-by-line basis. The accountant

has correctly included the exchange difference on translation of Sly in that

company’s equity, but has not reported it anywhere else.

At the acquisition date, the retained earnings of Sly were €2 million and share

capital was €2 million. The non-controlling interest (NCI) was measured at the

proportionate share of the identifiable net assets. Since acquisition there has been
no impairment of goodwill.



6/3

Goodwill of $3.2 million arose on the acquisition of Pixie and this was determined

to be impaired by 25% during 20X8. At acquisition, the NCI in Pixie was measured

at fair value.
Pixie sold $325,000 worth of goods to Goblin in each of February and March.

Goblin had sold all these goods by 31 December 20X8.
During the year, Sly made profits of €1.5 million and Pixie made profits of $1.9

million. Neither company reported any other comprehensive income (OCI) in their

separate financial statements. The OCI reported in the draft financial statements

relates to remeasurements of Goblin’s defined pension scheme.

Relevant exchange rates are:

1 January 20X8 $1:€4

31 December 20X8 $1 : €3

Average for year $1: €3.2
Required:Make adjustments to the draft consolidated statement of profit or loss

and OCI for the year ended 31 December 20X8 in order to prepare a final

statement.

6. Brayshay Co has interests in a number of subsidiaries and associates. In order to

raise funds to expand into a new overseas market Brayshay management has

disposed of shares in companies within the group structure.

Brayshay Co acquired 75% of the equity shares in Cedar Co on 1 August 20W9,
paying $9.5 million. At the acquisition date the fair value of the identifiable net

assets of Cedar Co was $11.5 million, which included a $600,000 fair value uplift to
property which had a remaining useful life of 30 years. The non-controlling interest

was measured using the proportionate method. Goodwill was subsequently

impaired by 50%. On 1 August 20X9, Brayshay sold a 65% equity shareholding in

Cedar Co for $13.2 million. In the 10 years since its acquisition, Cedar Co had

made profits of $3.9 million and had reported other comprehensive income of

$800,000 relating to debt instruments that were still held at the disposal date. It
had paid no dividends. The fair value of a 10% shareholding in Cedar Co at 1

August 20X9 was $1.9 million.

Required:Explain, with supporting calculations, the gains or losses on disposal

which will be recognised in the financial statements of Brayshay Co for the year
ended 31 December 20X9.

7. On 1 January 20X1, JB Mining leased land from the government of Utopia for 25

years in order to mine for iron, using an open pit. The lease liability at the

commencement of the lease was measured at $24.3 million. The purchase
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agreement for the mine requires JB Mining to make good the land after the 25-year

lease term and landscape it as recreational parklands.
In order to landscape the land, the open pit will first need to be reclaimed and

infilled. The expected cost of the landscaping and construction of recreation

facilities is $9 million and the expected cost of reclaiming and infilling the open pit

is $5 million. Based on similar facilities, JB Mining expects that the open pit will

grow by the same amount in each year of mining activity.
An appropriate discount rate is 4%. The 25-year discount factor is 0.375 and the

24-year discount factor is 0.390.
Required: Explain how IAS 37 applies to the land in the year ended 31 December

20X1.

8. Adrein has purchased a transferable interest in an oil exploration license. Initial

surveys of the region designated for exploration indicate that there are substantia^

oil deposits present but further surveys will be required in order to establish the

nature and extent of the deposits. Adrien also has to determine whether the

extraction of the oil is commercially viable. Past experience has shown that the

licence can increase substantially in value if further information as to the viability of

the extraction of the oil becomes available. Adrien wishes to capitalize the cost of

the licence but is unsure as to whether the accounting policy is compliant with
IFRS Accounting Standards

Required: Discuss with suitable computations where necessary, how the above

arrangements and events would be accounted for in the financial statements of
Adrien.

Section C

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

9. IAS 37 Provisions, Contingent Liabilities and Contingent Assets is concerned with

the accounting treatment of provisions and contingencies. Describe the principles
in IAS 37 of accounting for provisions. Your answer should refer to definitions and
recognition and measurement criteria.

10. Mouse Co acquired 35% of shares in Assam Co in 20X6 at a cost of $870,000.

This shareholding provided Mouse with significant influence over Assam. On 30

June 20X6, Mouse sold a 20% shareholding for $730,000 in order to raise funds

for an expansion strategy. It lost significant influence over Assam as a result of the

disposal. Between the date on which the shares were initially acquired in Assam

and 30 June 20X6, Assam made profits of $1.8 million and reported net losses in 



OCI on financial assets of $400,000. The net losses comprised $450,000 losses on

equity investments and $50,000 gains on debt investments. Assam has never paid

dividends and the investment in Assam has not suffered impairment losses. The
15% shareholding in Assam that was retained had a fair value of $540,000.

Required.Discuss how Mouse should account for the disposal of shares in Mouse.

11- On 1 October 20X1, Peco acquired 100% interest in Spartan. When Peco issued

its 31 December 20X1 financial statements, the valuation of an acquired trademark

was incomplete. Peco estimated $1 million as the provisional fair value of

trademarks and a five-year life. On 30 April 20X2, the valuation of the trademark

was finalized. The fair value at the acquisition date amounted to $1.2

million. Required: Discuss how Peco should reflect the acquired trademark in the

calculation of goodwill and its consolidated financial statements.

12. Eptilon is listed in a jurisdiction that requires the use of IFRS Accounting Standards

but does not require the use of IFRS Sustainability Disclosure Standards. The

Chief Executive Officer has raised three issues regarding IFRS Standards in

20X8: a) I am aware that IFRS Sustainability Disclosure Standards have been

issued; however, I know very little about them or whether we should adopt them.

As far as I can see, these would cost a lot to implement and have limited benefit to

the company. Should we apply these Standards and, if so, what information would

we need to disclose?

Required: Discuss the issue raised by the Chief Executive Officer. Your answer

should refer to specific IFRS Standards where relevant.
**************************
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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 during the
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 80%
Closing work-in process: 2,000units

Degree of completion:
Materials 100%

Labour and overheads 80%
Units finished and transferred to Process - II: 35,000 units
Normal 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:
a. Statement of equivalent production
b. Statement of cost
c. Statement of distribution cost, and
d. Process - I Account, Normal Loss Account and Abnormal Loss Account.

B.Com


SECTION-B

II. Answer any FOUR questions (Out of 5 questions): 4 x 10 = 40

2. A) The manufacturing cost of a work order is Rs. 1,00,000; 8% of the production against
that order spoiled and the rejection is estimated to have a realisable value of Rs.2,000
only. The normal rate of spoilage is 2%. RECORD this in the costing journal.

B) M/s. KBC Bearings Ltd. is committed to supply 48,000 bearings per annum to M/s.
KMR Fans on a steady daily basis. It is estimated that it costs Rs. 1 as inventory
holding cost per bearing per month and that the set up cost per run of bearing
manufacture is Rs. 3,200

(i) DETERMINE the optimum run size of bearing manufacture.
(ii) STATE what would be the interval between two consecutive optimum runs.
(iii)FIND  OUT the minimum inventory holding cost.

3. 'Buttery Butter’ is engaged in the production of Buttermilk, Butter and Ghee. It purchases
processed cream and let it through the process of churning until it separates in to butter
milk and butter. For the month of January, ‘Buttery Butter’ purchased 50 Kilo litre
processed cream @ Rs.100 per 1000 ml. Conversion cost of Rs. 1,00,000 were incurred
up-to the split off point, where two sale able products were produced i.e. buttermilk and
butter. Butter can be further processed into Ghee.
The January production and sales information is as follows:

Products Production (in
Kilolitre/tonne)

Sales Quantity (in
Kilolitre/tonne)

Selling price per
Litre/Kg (Rs.)

Buttermilk 28 28 30

Butter 20 — —

Ghee 16 16 480

All 20 tonne of butter were further processed at an incremental cost of
Rs. 1,20,000 to yield 16 Kilolitre of Ghee. There was no opening or closing inventories of
buttermilk, butter or ghee in the month of January.
Required:
(i) SHOW how joint cost would be apportioned between Buttermilk and Butter under

Estimated Net Realisable Value method.
(ii) ‘Healthy Bones’ offers to purchase 20 tonne of butter in February at Rs.360 per kg. In

case ‘Buttery Butter’ accepts this offer, no Ghee would be produced in February.
SUGGEST whether ‘Buttery Butter’ shall accept the offer affecting its operating
income or further process butter to make Ghee itself?

4. NPX Ltd. uses standard costing system for manufacturing of its product X. Following is
the budget data given in relation to labour hours for manufacture of 1 unit of Product X :

Labour Hours Rate (Rs.)
Skilled 2 6

Semi-Skilled 3 4
Un-Skilled 5 3

Total 10



6/-7

In the month of January, total 10,000 units were produced following are the details:

Labour Hours Rate (Rs.) Amount (Rs.)

Skilled 18,000 7 1,26,000

Semi-Skilled 33,000 3.5 1,15,500

Un-Skilled 58,000 4 2,32,000

Total 1,09,000 4,73,500

Actual Idle hours (abnormal) during the month:
Skilled: 500
Semi-Skilled: 700

Unskilled: 800

Total 2,000

CALCULATE:

(a) Labour Variances.

(b) Also show the effect on Labour Rate Variance if 5,000 hours of Skilled Labour are
paid @ Rs. 5.5 per hour and balance were paid @Rs. 7 per hour.

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

Part A Part B
Per unit
Alloy usage 1.6kgs. 1.6kgs.
Machine Time: Machine P 0.6hrs 0.25hrs.
Machine Time: Machine Q 0.5hrs. 0.55hrs.
Target Price (Rs.) 145 115

Total hours available Machine P 4,000 hours
Machine Q 4,500 hours

Alloy available isl3,000kgs.@ Rs. 12.50 per kg.

Variable overheads per machine hours Machine P: Rs. 80 Machine Q: Rs. 100

Required

(i) IDENTIFY the spare part which will optimize contribution at the offered price.

(ii) If Y Ltd. reduces target price by 10% and offers Rs. 60 per hour of unutilized machine
hour, CALCULATE the total contribution from the spare part identified above?



6. During the FY 2021-22, P Limited has produced 60,000 units operating at 50% capacity
level. The cost structure at the 50% level of activity is as under:

(Rs.)1

Direct Material 300 per unit

Direct Wages 100 per unit
Variable Overheads 100 per unit

Direct Expenses 60 per unit
Factory Expenses (25% fixed) 80 per unit:
Selling and Distribution Exp. (80% variable) 40 per unit
Office and Administrative Exp. (100% fixed) 20 per unit

The company anticipates that in FY 2022-23, the variable costs will go up by 20% and
fixed costs will go up by 15%.
The selling price per unit will increase by 10% to Rs. 880
Required:
(i) CALCULATE the budgeted profit/ loss for the FY 2021-22.
(ii) PREPARE an Expense budget on marginal cost basis for the FY 2022-23 for the

company at 50% and 60% level of activity and FIND OUT the profits at respective
levels.
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Total Quality Management

Durations Hours Max Marks:120

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

1 • Explain the advantages of TQM and the barriers to its implementation.

2. "Leadership plays a critical role in ensuring the success of quality management
initiatives.” Discuss the key characteristics of quality leaders and the different types
of leadership styles they can adopt in order to achieve organizational excellence.

3. What is Kotter's Model of Change, and how can it be used to manage
organizational change effectively?

4. Marbonite is a fast growing manufacturing company. Mr Dalip Khanna is the
supervisor of a warehouse where unskilled workers are working. A few months
back, the management had decided to install mechanized material handling
equipment to reduce costs. Before installing the new equipment Mr Khanna made
a lot of efforts to introduce the change by involving all the workers in it since the
workers lacked training and knowledge about productivity and cost reduction
effects of this equipment. Ultimately, the new material handling equipment was
installed with the active cooperation of the workers. A few months afterwards, the
company decided to install a sophisticated fixture in the electronic assembly
department among a group of technical worker. Considering Mr Khanna’s success
in the previous change, this job was also assigned to him. Mr Khanna did not
expect any opposition about the proposed change since the group consisted of
educated employees, who were in a better position to understand the company
problems and utility of the new fixture. Accordingly, he did not make much efforts
before introducing the new equipment as he had done in the previous situation.
The result was beyond every body’s imagination. The group resisted tooth and nail
the introduction of the new system until it was given up. The mistake proved very
costly to Mr Khanna and he lost his job.

1. What, in your opinion, Mr Khanna would have done to avoid resistance by the
technical group to the proposed change?

2.How  do you explain the behaviour of the two groups in accepting or rejecting the
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change contemplated by the management?
3. What are the potential consequences for a company when introducing changes
without sufficient communication or involvement of employees?
4. How important is understanding the culture and attitudes of different employee

groups when implementing changes in a company?
5. How could the company have supported Mr Khanna in his role as a supervisor
to ensure successful implementation of the new equipment in the electronic

assembly department?

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

5. Explain the concept of Quality Circles and how they can be developed in an
organization.

6- The management uses certain strategies to overcome resistance at the individual
level. Explain.

?■ What are the key steps involved in benchmarking and how do organizations
implement this process to improve their performance and identify best practices?

8. Explain the need and application of Business Process Reengineering.

9. What are the different types of benchmarking and how are they used in
organizations?

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

10. What is Cost of Quality? Explain the four categories of Quality Costs,

11- Write a note on Supplier Rating.

12. What are the five types of changes that organizations may encounter? Briefly
explain each one.

13. Outline the steps involved in the business process reengineering (BPR) approach
to help organizations achieve significant improvements in their processes and
operations?

14. Explain the guidelines for performance improvement.
*******************
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Auditing

Durations Hours Max Marks:120

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

1- The main purpose of auditing is detection and prevention of errors and
frauds.Elaborate.

2. Explain the provisions in the Companies Act for Appointment of a Company
Auditor.What are the civil and criminal liabilities of a company auditor?

3. What is an Internal Control System? Explain its objectives.

4. Define Verification. How do you verify the following: a) Goodwill b) Patent Rights c)
Leasehold Land d) Copyright

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

5. Enumerate the differences between internal as well as external audit.

6. What are the contents and objectives of Audit Programme?

7. What is an Internal Control System? Explain its essentials and limitations.

8. Explain the types of controls in an automated environment.

9. What are the types of Audit Report?

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

10. Write a note on remuneration of a company auditor.

11-Describe the four types of audit tests to be conducted in an automated
environment.

12. Briefly explain the terms error and fraud.

13. How will you vouch payment of salaries?

14. State any five examples of qualified report.
****************
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Corporate Governance and Ethics

Duration:3 Hours Max Marks:120

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

1 • Explain the Anglo American and Japanese Model of Corporate Governance.

2. "Today labour is considered as one of the most important factors of production".
Describe the way in which its interest can be protected.

3. Explain the rights, power and duties of directors in promoting Corporate
Governance.

4. Explain the major financial fraud taken place in India with their causes and
consequences.

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

5. Explain Transaction Cost Theory of Corporate Governance.

6. Describe the recommendation of Narayana Murthy Committee.

7. Who is a Non Executive Director? Explain the role of non executive director.

8. Define Ethical Dilemma. Explain the types of ethical dilemma.

9. Briefly explain the arguments for and against Corporate Social Responsibility.

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

10- Write the differnces between Governance and Management.

11- Who is Shadow and an Alternate Director?

12. What are the features of Ethical Dilemma?

13. Define Job Descrimination. Write a note on job discrimination.

14. State the CSR provisions in Companies Act.
*****************
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Financial Accounting VI

Duration:3 Hours Max Marks:120

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

1- Following was the Trial Balance of Evergreen Bank Ltd. as on 31 March 2020:

Dr.
Cr. Rs

Share Capital (10,000 shares of
Rs.100 each)

Rs.

10,00,000

Premises (Less: Depreciation) 5,65,000

Money at Call and Short Notice 6,00,000

Bills Discounted 2,00,000

Fixed Deposits 25,00,000

Savings Bank Deposits 10,00,000

Current Accounts 12,00,000

Investment in Govt. Securities 25,00,000

Interest and Discount 8,00,000

Reserve Fund 6,00.000

Cash in Hand 4,00.000

Loans and Cash Credits 23,00,000

Term Loans 9,00,000

P & L Account Balance 1,50,000

Cash with other Banks 1,46,000

Borrowings from other banks 8,50,000

Rent Received 20,000

Unclaimed Dividend 10,000
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1,80,000Commission

Cash with Reserve Bank 1,15,000

Audit Fees 18,000

Interest Paid on Deposits 3,10,000

Non-Banking Assets 40,000

Salaries 1,50,000

Printing and Stationery 52,000

Sundry Expenses 14,000

83,10,000 83,10,000

The Following information should also be considered:

I.The  bills discounted matured at an average date of June 12, 2017
(including grace days). All Bills were discounted at 10% p.a.

2. Provide Rs.20,000 for doubtful debts.
3. Bills for collection amounted to Rs.2,00,000.
4. Acceptance o behalf of customers amounted to Rs.40,000.
5. Create a provision of Rs. 1,00,000 for taxation.
6. There is a liability on Bills of Exchange re-discounted Rs.25,000.
7. Directors proposed dividend at 10% for the year 2019-20
8. Interest accrued on investment was Rs.23,000.Write the necessary

Schedules and prepare Profit and Loss Account and Balance Sheet for
the year ending 31 March 2020.

2. The balances of a Mutual Life Assurance Company appear in the books on

31.12.2019 as follows:

Rs Rs

Mortgages 14,00,000

Buildings 1,45,000

Loans 1,55,000

Investments 12,00,000

Surrenders 25,000

Annuities 12,000

Claims by death 7,00,000

Claims by maturity 10,00,000 __ ______
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Outstanding claims
on 1.1.2019

22,000

Agents Balances 5,000

Deposits with
Reserve Bank

30,000

Premiums 33,94,000

Outstanding
premiums

35,000

Consideration for
annuities granted

4,20,000

Commission 54,000

Interest and
Dividends

1,00,000

Life Assurance Fund
on 1.1.2019

9,50,000

Bank 50,000

Expenses of
management

63,000

Bonus in Reduction of
premiums

5,000

Interest Accrued but
not received

7,000

48,86,000 48,86,000

You are required to prepare the Final Accounts after taking into account the 
following adjustments:

1. Premiums outstanding Rs.4,500
2. Interest accruing but not due Rs.3,700
3. Claims admitted but not paid Rs.3,200
4. Surrender claims not paid Rs.1,100
5. Further bonus utilized in reduction of premium Rs.2,000
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3- Jayalakshmi Ltd. Furnish you the following balance sheets for the year ended 31-

12-2019  & 2020.
Balance sheets

Liabilities 2019(Rs) 2020(Rs) Assets 2019(Rs) 2020(Rs)

Equity share capital 80,000 80,000 Goodwill 9,600 9,600

General reserve 11,200 14,400 Land 32,000 28,800

Profit and loss a/c 12,800 10,400 Buildings 29,600 28,800

Sundry creditors 12,800 4,320 Investments 8,000 8,800

Outstanding
expenses

960 640 Inventories 24,000 18,720

Provision for tax 12,800 14,400
A/c’s
Receivables

16,000 17,760

Provision for bad
debts

320 480 Bank Balance 5,280 5,280

1,24,480 1,24,640 1,24,480 1,24,480

Following additional information has been supplied
1. A Piece of land has been sold for Rs.3200
2. Depreciation amounting to Rs.5,600 has been charged on building.
3. Provision for taxation has been made for Rs. 15,200 during the year.

4. The following information is provided in respect of three companies namely A,B,C.

A(Rs.000) B(Rs.000) C(Rs.000)

Fixed
Assets

257 1,094 6

Stock 236 241 -

Debtors 9 201 1,347

Other
Current
Assets

66 286 413

568 1,822 1,766

Equity
Share
capital

260 1,000 300
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Profit and
LossA/c

45 67 43

Reserves 15 133 67

Long
Term

Liabilities
64 321 578

Current
liabilities

184 301 778

568 1,822 1,766

Calculate: 1. Current ratio 2. Liquid Ratio 3. Debt Equity ratio 4. Proprietory ratio

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

5. On 31 March, 2019 the following balances stood in the books of India Bank Ltd.,
after preparation of its Profit and Loss Account.

Rs.

Cash in Hand 3,80,000
Cash with other banks 60,00,000
Loans, Cash Credits and Overdrafts 5,10,00,000
Drafts Payable 70,000
Rebate on Bills Discounted 50,000
Cash with RBI 1,00,00,000
Bills Discounted and purchased 38,00,000
Short Loans 47,50,000
Share Capital: 80,000 Shares of Rs.100 each, Rs.50 paid 40,00,000
Reserve Fund under Sec.17 62,00,000
Fixed Deposits 4,26,00,000
Savings Bank Deposits 1,90,00,000
Current Account 2,32,00,000
Money at Call and Short Notice 18,00,000
Govt. Bonds 90,00,000
Other Investments 1,60,00,000
Profit and LossA/c (Cr) as on 1 April, 2018 13,50,000
Dividend for 2017-2018 4,00,000
Premises (after depreciation upto 31 March 2019 Rs.4,50,000) 29,50,000
Furniture(after depreciation upto 31 March 2019 Rs.1,36,000) 11,64,000



Branch Adjustment (Dr.) 3,36,000
Net Profit for the year ended 31 March 2019 15,50,000

Unclaimed Dividends 60,000

You are required to write the necessary schedules and prepare the Balance Sheet
of the bank as on 31 March, 2019 in the prescribed

form.

6. Briefly explain the SEBI guidelines to invest in Mutual Funds.

7. The life assurance fund on 31 March, 2019 amounted to Rs.20,96,000.. Its
actuarial valuation on 31 Mach, 2019, disclosed net liability of Rs.20,20,000 under
the assurance and annuity contracts. An interim bonus of Rs.20,000 was paid to
the policyholders during the two year period ending 31 March, 2019.lt is now
proposed to carry forward Rs 16,000 and to divide the balance between the policy

holders and shareholders.

You are required to show:

a. The valuation Balance sheet
b. The net profit for the two year period.
c. The distribution of the net profit
d. Final bonus payable to policy holders.

8. From the following information relating to a business, calculate the value of
goodwill as per the a) super profit method and b) the capitalisation method.
i) Average capital employed of the business :7,00,000
ii) Net trading profits of the firm for the past 3 years were Rs. 107600, Rs.90700 &
Rs.112500
iii) Rate of interest expected from capital having regard to the risk involved 12%
iv) Sundry assets of the firm Rs754762 and current liabilities Rs. 31329.
Capitalisation under average profit

9. Following is the Revenue Statement of Sri Traders for the year ended 31 st March,
2016.

Rs

Sales 5,00,000

Less: Cost of goods sold 3,00,000

Gross Profit 2,00,000

Less: Operating Expenses 1,20,000

Operating profit 80,000
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Add: Non-Operating Income
12,000

92,000

Less: Non-Operating
Expenses

4,000

Net Profit 88,000

Less: tax @50% 44,000

Net Profit after Tax 44,000

Calculate: 1. Gross Profit ratio, 2. Operating Ratio, 3. Operating Profit Ratio, 4. Net

Profit ratio.

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

10. Write a note on Non Banking Assets.

11- How do you treat the following in the Final Accounts of Life Insurance Companies
a) Bonus in cash
b) Claims by maturity
c) Commission paid
d) Consideration for Annuities granted
e) Premiums on business within India

12. Write a note on reserve for unexpired risk in the case of General Insurance
Business

13. Lal Chand and Co. has these profits in the following years:
2010-Rs  5000
2011- Rs 4000
2012- Rs 5000
2013- Rs3000
2014- Rs5000

Calculate the goodwill at 4 years of purchase.

14. Explain the following Ratios
a) Capital Gearing Ratio
b) Proprietory Ratio
c) Creditors Turnover Ratio

***********************
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Cultural Diversity at Work Place

Durations Hours Max Marks:60

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

1) Define culture and diversity in the context of the workplace. Highlight the key features
of both culture and diversity and explain their importance in today's organizational
landscape.

2) Discrimination is defined as prejudiced, unfair, or unequal treatment of people based
on their personal characteristics. In this context elaborate on the different types of
discrimination a person may face at their workplace and the ways to identify and deal
with discrimination at workplace.

3) Discuss the importance of a diversity vision statement in organizational diversity and
inclusion efforts. How does such a statement facilitate stakeholder engagement and
contribute to achieving diversity goals across workforce, workplace, and
marketplace? Support your answer with examples from leading organizations.

4) Stan was hired to work in a branch office but reported directly to Margaret, who was
located at the main office of your bank. Margaret would talk with Stan several times
during the week to insure that he was comfortable at this job and that he was doing
his job effectively.
After six months, a decrease in business required Stan to be relocated to the main
office. Stans duties and responsibilities remained the same. After one week,
Margaret noticed that Stan was not performing his job responsibilities to company
policy nor was he keeping up with his duties and responsibilities on a daily
basis. When approached by Margaret, Stan objected to her concerns. His attitude
changed. He would arrive to work moody. He would glare at Margaret, talk to her in
a harsh manner, and stomp around the office. One morning when Margaret was
talking to Stan about his lack of improvement, he pounded his fist on the desk and
with an elevated tone told Margaret that she was talking down to him and he would
not stand for it. Margaret has come to you, the HR specialist, for help with this
problem. Outline your solution based on your companys policies.
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SECTION-B

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

5) Explain the benefits of Cultural Diversity.

6) Explain the benefits derived from multicultural teams.

7) Explain the methods that are be used to enhance intercultural skills within a
workplace.

8) Explain Hofstede's Cultural Dimensions Theory and discuss how each of the six
dimensions contributes to understanding cultural differences across countries.
Provide examples to illustrate the practical implications of these dimensions in
business and interpersonal interactions.

9) Evaluate the relevance of Trompenaars' dimension of Neutral/Affective in cross-
cultural communication and collaboration. Discuss how cultural differences in th^
display of emotions impact interpersonal relationships and organizational dynamics,
drawing on examples from different cultural contexts.

10) Evaluate the role of leadership in managing multicultural teams and promoting
diversity management in the context of global demographic trends. How can leaders
leverage diversity to drive innovation and create inclusive work environments?

SECTION - C

Answer any FIVE questions : (2x5= 10)

11) What is the primary goal of diversity training programs in organizations?

12) What is meant by prejudice?

13) Explain any two factors to be considered while creating multicultural organisations.

14) Discuss the importance of environmental orientation in cross-cultural management.

15) What is the purpose of a diversity vision statement within an organization, according
to the provided text?

16) Assess the impact of remote work on workplace diversity and inclusion, considering
both the benefits of increased flexibility and the challenges of maintaining
collaboration and communication among dispersed teams.

17) Discuss the importance of addressing microaggressions in fostering an inclusive
workplace culture, and outline strategies for recognizing and addressing subtle forms
of discrimination and bias.

*********************
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Management Accounting

Durations Hours Max Marks:60

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

1) The concept of management accounting revolves around providing financial
information and analysis to assist management in making informed decisions.
Explain the statement.

2) Using the following accounting variables, calculate the relevant ratios.
Gross profit (20% of sales) Rs 60,000
Shareholder’s Equity 50,000
Credit sales to Total sales 80%
Total Assets Turnover 3 times
Stock Turnover 8 times
Average collection period 18 days
Current ratio 1.6:1
Long term Debt to Equity 40%
A year = 360 days

3) a) From the following particulars, prepare a Comparative Balance Sheet of
Prathibha Ltd. (7 marks)

31.03.202131.03.2022
Rs Rs

Equity Share Capital 25,00,000 25,00,000

Non-current Assets 30,00,000 36,00,000

Reserves and Surplus 5,00,000 6,00,000

Non-current Investment 5,00,000 5,00,000

Long-term loan 15,00,000 15,00,000

Current Assets 15,00,000 10,50,000

Current Liabilities 5,00,000 5,50,000
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b) From the following Balance Sheet of Praveen Ltd., on 31st March 2021 and
2022, prepare a Comparative Balance Sheet showing changes Working Capital,
Capital Employed and Proprietor’s Fund and then interpret the changes:(8 marks)

Balance Sheets
as at 31st March, 2021 and 2022

Particulars 2021 2022

Rs Rs

1. EQUITY AND LIABILITIES

Shareholder’s funds:

Share capital 10,00,000 20,00,000

Reserves 6,00,000 4,00,000

Non-current liabilities:

10% Loan 10,00,000 16,00,000

Current liabilities 4,00,000 8,00,000

30,00,000 48,00,000

II. ASSETS

Fixed assets 20,00,000 30,00,000

Current assets 10,00,000 18,00,000

30,00,000 48,00,000

4) The Balance sheets of KLM Ltd as on 31st March 2021 and 31st March, 2022
were as follows:

31 March 2021 31 March 2022

Rs Rs

Assets

Land Buildings 80,000 1,20,000

Plant and Machinery 5,00,000 8,00,000

Stock 1,00,000 75,000

Sundry Debtors 1,40,000 1,50,000

Prepaid expenses 14,000 12,000

Cash at Bank 16,000 18,000

---------------- ---------------------- 8,50,000 11,75,000
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Liabilities and Capital

Share capital 5,00,000 7,00,000

Profit and loss account 1,00,000 1,60,000

General Reserve 50,000 70,000

Sundry Creditors 1,63,000 2,00,000

Bills payable 30,000 40,000

Outstanding expenses 7,000 5,000

8,50,000 11,75,000

Additional information:
a) Rs 50,000 depreciation has been charged to plant and machinery during the
year, 2022
b) A piece of machinery was sold for Rs 8,000 during 2022 It had cost Rs 12,000,
depreciation of Rs 7,000 has been provided on it.
Prepare Cash Flow Statement from the above details.

SECTION - B

Answer any FOUR questions : (5x4= 20)

5) From the following balance sheet of M/s S B Company Ltd as on Dec 31,2021 and
2022, calculate cash from operations:

Liabilities 2021 (Rs) 2022 (Rs) Assets 2021 (Rs) 2022 (Rs)

Share capital 1,20,000 1,50,000 Building 65,000 65,000

P&LA/c 45,000 65,000 Machinery 90,000 1,20,000

Sundry creditors 30,000 22,000 Stock 20,000 15,000

Outstanding exp 1,200 400 Sundry debtors 18,000 20,000

Bills payable 18,000 22,000 Cash at bank 17,000 32,300

Cash in hand 4,200 7,100

2,14,200 2,59,400 2,14,200 2,59,400

6) XYZ Company has the following balance sheet information:
Current assets: Rs300,000, Current liabilities: Rs150,000, Inventory: Rs50,000
Calculate the liquidity ratios for XYZ Company and interpret them.

7) From the following data, relating to the assets side of the Balance Sheet of K Ltd.,
for the period 31st Dec, 2019 to 31st December, 2022, you are required to



calculate the trend percentage taking 2019 as the base year: (Rupees in ’

thousands) _____

Year 2019 2020 2021 2022
—
Assets

Cash 100 120 80 140

Debtors 200 250 325 400

Stock-in-Trade 300 400 350 500

Other Current Assets 50 75 125 150

Land 400 500 500 500

Building 800 1,000 1,200 1,500

Plant 1,000 1,000 1,200 1,500

2,850 3,345 3,780 4,690

8) List out any FIVE key components included in a Secretarial Audit Report.

9) The balance sheets of Shaheen Ltd., are given for the year 2021 and 2022.
Convert them into common size balance sheet.

2021 2022

Rs Rs

Buildings 1,80,000 2,00,000

, Plant and Machinery 40,000 55,000

■ Furniture 10,000 20,000

Freehold Property 20,000 12,000

Goodwill 25,000 30,000

Cash balance 25,000 20,000

Sundry Debtors 30,000 35,000

Inventories 70,000 57,000

Investment 36,500 42,000

Bills receivable 10,300 20,000

4,46,800 4,91,000

1°) What are the uses of cash flow statement?



SECTION - C

Answer any FIVE questions : (2x5= 10)

11 • Following is the comparative information of PQ Ltd for 2 consecutive years:

Particulars 31.03.2020 31.03.2021

Inventory 10,00,000 6,00,000

Accounts payable 24,00,000 30,00,000

Cost of goods sold 0 1,00,00,000

Based on the above information, calculate the net cash paid to supplier of
inventory during the year ended on 31st March, 2021.

12. What is a Secretarial Audit Report?

13. Define financial analysis as per John N Myer.

14. If the cost of goods sold (COGS) for Company ABC was Rs 50,000 in Year 1 and
Rs 60,000 in Year 2, calculate the percentage increase or decrease in COGS from
Year 1 to Year 2.

15. What is earnings per share?

16. A company has net sales of Rs10,00,000 and total debt of Rs 500,000. What is its
total debt turnover ratio?

17. What is a comparative analysis?

*************************
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Income Tax Law and Practice-ll

Max Marks:60

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

ended 31-3-2025 is a follows:

1) Mr. Deepak is the proprietor of a business. His Profit and Loss A/C for the year

Rs. Rs.

To opening stock 20,000 By sales 3,42,400

To purchases 1,02,550 By closing stock 18,000

To rent, rates and taxes 2,900
By interest on tax-free GOI
bonds

2,000

To general expenses 1,750
By dividend from foreign
company

3,000

To household expenses 730
By interest on Karnataka Govt.

loan
2,400

To establishment expenses 1,500 By interest on FD in SBI 18,000

To customs duty paid 1,450
By dividend from Reliance

Company
3,000

To provision for bad debts 1,200 By rent from house property 1,06,400

To postage and telegrams 270 By discount received 850

To legal charges 450 By commission received 150

To advertising 1,550 By Income tax refund 1,000

To gifts to employees 150

To fire insurance for goods 360

To audit fees 300

To salaries 3,000

To repair (not for business
premises)

480
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To loss on sale of car (used
jfor private purpose) 1,800

||To life insurance premium 1, 790

To wealth tax 740

To interest on capital 350

To interest on bank loan 1,080

To provision for depreciation 2,500

To provision for tax 3,900

To net profit 3,46, 840

4,77, 640 4,77,640

Following further information is given: <
1. Actual bad debts written off during the year amounted to Rs. 550.

2. Amount of income tax actually paid during the year is Rs. 4,200.
3. Depreciation allowable is Rs. 1,900 as per income tax rules.
4. Salaries include Rs. 200 p.m. drawn by Mr. Deepak as salary.

5. Advertising expenses include Rs. 1,550 spent on special advertising campaign to
open a new shop in the market.
6. Law charges are in connection with protection of a trademark.
7. General expenses include Rs. 1,000 paid to the CA in connection with income
tax appeal before Appellate Tribunal and Rs. 850 being the cost of installing new
telephones.

8. GST of Rs. 20,000 for the Previous year 2022-23 was paid on 15-1-2024 but nc^
included in the above profit and loss account.

9. Mr. Deepak carries on his business from rented premises, half of which is used as

his residence. Rent, rates and taxes include Rs. 2,600 paid as rent of the premises
during the year.

10. Bank Loan is taken for business purpose. Compute the business income for the
AY.

2) Mr. Ajay sold the following assets during the previous year as under:

Jewellery costing 80,000 which was acquired in June 2020 was sold for 1,00,000 in
May 2024.

House at Kolkatta: Let out for residential purposes. It was inherited by him in 1994.
Sale price on 31-10-2024, 19,50,000. Fair market value on 1-4-2001, 1,00,000. Cost

of improvement made during 2014-15, 25,000, expenses on transfer are 25,000.
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House hold furniture costing 14,000 in October 2024 was sold for 20,000 in March
2025.
Car was sold on 1-12-2024 for 45,000. Its written down value on 1-4-2024 was
Rs.38,000.
Agricultural land in Kaakinada was sold for Rs. 5,25,000 in July 2024. It had cost
him Rs.85,000 in December 2015. He purchased agricultural land for 1,20,000 in

January 2025. Compute his taxable capital gains.
CH for 2001-02: 100, 2014-15:240, 2015-16:254,2020-21: 301,2022-23:331, and

2024-25:363

3) Dr. Ramakrishna is a professor of commerce. He submits before you the following
incomes.
Compute his income from other sources for the A.Y.
a. Salary Rs 75,600 p.m. from the college.
b. He is the author of a text book 'Book Keeping and Accountancy' which fetched
him a gross royalty of Rs. 20,000 in lump sum and which is in consideration of the

transfer of copyright. He claims the following deductions from the amount:
c. Income from articles which were published in Indian Express 4,000.
e. He received 600 per lecture delivered at Ambedkar Institute. During the year he
delivered 20 lectures.
f. He is the examiner of number of universities. This sources gave him a
remuneration of 8,000.
g. His other incomes were:
h. Winnings from card games and betting 6,500.
I. Winnings from chess Rs.1,000.
j. Received interest on Govt, of Nepal Bonds Rs. 1,500
k. Received 2,000 as dividend from an Indian Co.

I. Rs. 7,000 income from agriculture (land situated at Mangalore).
m. Received 3,600 as interest on tax-free bonds issued by Govt, of Karnataka.
n. Rs. 6,300 as interest national development bonds.
o. He received 2,600 as interest on fixed deposit with Canara Bank.

4) Mr. Sathish furnishes the following details for the P.Y.
Income from salary Rs. 4,00,000

Rent from H.P. Rs. 92,000, municipal taxes paid by tenant Rs. 2,000 and Rs. 2,000
paid by Sathish.
Short term capital gain Rs. 20,000
Long term capital gain Rs. 30,000
Long term capital loss Rs. 10,000



Income from lottery (gross) Rs. 25,000
Dividend received from Indian Company (Gross) Rs. 10,000

Interest on Post Office Bank A/C Rs. 5,000

Examiner-ship remuneration Rs. 6,000

Life Insurance premium paid Rs. 12,000

Donation to N.D.F. Rs. 14,000
Contribution to R.P.F Rs. 8,000
Investment in NSC (VIII issue) Rs. 10,000
Medical policy premium paid (by cheque) Rs. 9,000
Compute the tax liability of Mr. Sathish for A.Y.

SECTION - B

Answer any FOUR questions : (5x4= 20)

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

Particulars RS Particulars Rs

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

Rent, etc. 1,600 Gifts received from relatives 275

Household expenses 82,000

Income Tax 900

Advertisement 800

Postage expenses 600

Gifts to relatives 900

Fire Insurance Premium 400

Life Insurance Premium 2,100

Bad Debts Reserve 800

Audit Fees 400

Net profit 2,11,500

3,35,000 3,35,000

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

available for Short Term Capital Asset.

7) Explain the rules governing grossing up of interest on securities.

8) Mr. Singh, Indian resident submits the following particulars:
Income from house let out Rs.29,500



Profit from radio business Rs.49,600
Speculation income Rs.19,900

STCG Rs.30,200
LTCG Rs.21,400
The following items have been brought forward:
Loss from radio business Rs.14,600
STCL Rs.14,100
LTCL Rs. 11,950
B/F loss from house property Rs. 13,000
You are required to compute his GTI.

9) What is the Procedure for Assessment? Mention the due dates for filing of returns

for different assesses.

10) Briefly explain the procedure for obtaining PAN.

SECTION-C

Answer any FIVE questions : (2x5= 10)

11) What is meant by Business Income?

12) What is Cost of Acquisition?

13) Write a note on Casual Income.

14) What is Capital Gain?

15) How do we determine Total Income?

16) State two powers of income tax authorities.

1?) What is the due date for filing of returns for companies?
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SECTION-A
Answer any TWO questions: (15*2= 30)

1) Explain the investment process.

2) XYZ Co paid its first cash dividend of Rs.2.5 today & Dividends are expected to
grow at a rate of 30% per year for the next 3 years thereafter cash dividend will
grow at 10% per year. Shareholders expect to earn a 15% return on their
investments. Find the present value of the share.

3) You are evaluating an investment in two companies whose past ten years of
returns are shown below:

Year 1 2 3 4 5 6 7 8 9 10

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

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

Calculate the risk and return of portfolio consisting of two assets with the
proportion of 80% and 20%.

4) Consider a portfolio of four securities with the following characteristics:

Security a P aei2

1 2.0 1.2 ! 320

2 1.7 0.8 450

3 -0.8 1.6 270

4 1.2 1.3 180

The market return variance is 16.4% and risk free return is 6%. Construct an
optimal portfolio.

B.Com
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SECTION - B

Answer any FOUR questions : (5x4= 20)

5) Explain the objectives of investment.

6) Explain any five economic factors that go into the evaluation of a security's value.

7) Calculate the expected return of a portfolio composed of the following securities:

Security Expected Return % Proportion %

1 10 25

2 15 25

3 20 50

What would be the expected return if the proportion of each security in the
portfolio were 20%, 50% & 30% respectively.

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

9) Explain the three trends of Technical Analysis.

10) The following information is provided regarding the performance of the Blue Chip
fund, Leading Sector fund and Contra Fund for a period of six months ending
September 2022. The risk free rate of interest is assumed to be 9%. Rank the
funds with the help of Treynor Index.

Rp op P
Blue Chip 25.38 4 0.23

Leading Sector 25.11 9.01 0.56

Contra 25.01 3.55 0.59

Answer any FIVE questions :

SECTION - C

(2*5= 10)

11- Differentiate between Call Option and Put Option.

12. Vigilant Company stock is currently selling at Rs.25 per share. The stock is
expected to pay Rs.1 as dividend per share at the end of the next year. It is
reliably estimated that the stock will be available for as Rs.29 at the end of one
year. If the forecasts about the dividend and price are accurate, is it advisable to
buy at the present price. His required rate of return is 20%.
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13. Anil has bought the Everest Company stock that has paid Rs.3 as dividend per
share during the last financial year. He anticipates a 5% decline in the
dividend per year. His anticipated return is 20%. What should be the price per
share?

14. Mr. Zao has selected 2 securities A and B for his portfolio. The following
information is provided by him:

A B

Expected Return 10% 17%

Risk 5% 7%

If he invested 75% funds in A and 25% in B, find the return of portfolio

15. Differentiate between systematic and unsystematic risk.

16. State any four assumptions of Random Walk Theory.

17. Calculate Jenson’s Index for a Portfolio using the information given below:

Observed Return 12%

Beta 1.5

Return on market
portfolio

9%

Risk free return 7%

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


