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Management Accounting—Enterprise Performance Management
Time Allowed: 3 Hours Full Marks: 100

The figures in the margin on the right side indicate full marks.

Attempt Question No. 1 (carrying 25 marks) which is compulsory and any five
(each carrying 15 marks) from the rest.

1. (a) Fillin the blanks: -~ - 1x8
(i) Management consists of shared values, beliefs and norms of organization.
(ii) vr:omovrw suggests that a firm should eliminate any reliance upon the EOQ.
(iii) The internet sometimes refers only to the most visible service—the internet
@iv) is a listing of the type and number of parts needed to produce one unit of finished

product.

(v) The concept of emphasises linkage among all of the value-adding activities.

(vi) provides risk assessment services and insurance advice and solution to the clients.
(vii) are associated with the potential for not receiving payments owed by debtors.
(viii) _is a Japanese strategy for continuous improvement.
(b) Define the following terms in not more 5»: two or three lines: &xa

(i) Vin VAT Analysis;
(i) McKinsey’s 7s Framework;
(iii) Bench Marking;
(iv) Contribution approach;
(v) Talent Drain;
(vi) The Shewhart Cycle.

(c) Expand the following abbreviations: Ix8

(i) CRP;

(ii) DBR;

(iii) DRP;

(iv) PLCM;

(v) SQG;

(vi) EFQM;

(vii) DMAIC;

(viii) JUSE.

2. (a) The impact of control system on human behaviour can be explained by budgetary control.—Explain.
(b) What is Matrix Organisation structure? What are its advantages and disadvantages?
ﬁnv What are the options for demand stimnlation? Haw wanld van adinct manacitor fa mantale arcones Amae ~— 10
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4.

(a)

(b)

(a)
(b)

(a)
(b)

A firm has received an order to make and supply eight units of standard product which involves intricate labour
operations. The first unit was made in 10 hours. It is understood that this type of operations is subject to 80%
learning rate. The workers are getting a wages rate of Rs. 12 per hour.

(1) What is the total time and labour cost required to execute the above order?

(ii) If a repeat order of 24 units is also received from the same customer, what is the labour cost necessary for
the second order?

Discuss the principal four steps in Target Costing. 10+5

What is life cycle costing? What are the costs associated with different stages of life cycle of a product?

X Limited supports the concept of life cycle costing for new investment decisions covering its engineering
activities.

The company is to replace a number of its machines and the Production Manager is to decide between the X’

- machine, a more expensive machine with a life of 12 years, and the “W’ machine with an estimated life of 6

years. If the “W’ machine is chosen it is likely that it would be replaced at the end of 6 years by another ‘W’
machine. The pattern of maintenance and running costs differs between two types of machine and relevant data
are shown below:

(Rs.)
X W

Purchase price 19,000 13,000
Trade-in-value 3,000 3,000
Annual repair costs 2,000 2,600
Overhaul costs (p.a.) (at year 8) 4,000 (atyear4) 2,000
Estimated financing costs averaged

over machine life (p.a.) 10% 10%

You are required to recommend, with supporting figures, which machine to purchase, stating any assumptions
made.

PVIFA (10, 6) = 4.36, PVIFA (10, 12) = 6.81 5+10

"Purpose of sensitivity analysis is to identify the critical variable in the project analysis."—Discuss.

The Sales Manager of the Electronic Toy Company is considering two toys: a doll and a game. The toys have
discrete probability distributions of cash inflows in each of the next three years.

Event Doll Probability Game
Rs. Rs.

Prosperity 20,000 0.2 42,000

Normal 15,000 0.5 20,000

Recession 9,000 0.3 (5,000)
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(a) Write a note on the Total Quality Management.

(b) Construct both X and R chart from the following data assuming each sub-group contains four samples:

Sub-group X R Sub-group X R
number number
1 6.36 0.10 i1 6.32 0.18
2 6.38 0.18 12 6.30 0.10
3 6.35 0.17 13 6.34 0.11
4 6.39 0.20 14 6.39 0.14
5 6.32 0.15 15 6.37 0.17
6 6.34 0.16 16 6.36 0.15
7 6.40 0.13 17 6.35 0.18
8 6.33 0.18 18 6.35 0.13
9 6.37 0.16 19 6.34 0.18
10 6.33 0.13 20 6.34 0.16
The constant values are given below:
Sub-group A, D, D,
size
2 1.88 0 3.27
-3 1.02 0 2.57
4 0.73 0 2.28
10 031 0.22 1.78

(Only control limits are to be calculated.)

Write short notes on (any three):
(a) Theory of Constraint;
(b) Value Chain Analysis;
(c) Balanced Score Card;

(d) "Zero Defects" and "Right First Time"—Philip Crosby.
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Time Allowed: 3 Hours . o . o v Full Marks: 100

The figures N:W the margin on the right side indicate full marks.
PART A guestions are compulsory. Attempt all of them.
. ParTB Ea. seven questions. Attempt any five of them.
(Note: A sixth answer, if found in this part, will earn zero credit)

PART A
Attempt all questions.

1. (a) Indicate with reasons/working the correct answer, out of the four as given, in each of the following cases:

(i) Rolta Ltd. has o_.:m::xmsqu equity shares of 50,00,000 on >.61_ 1,.2007. The company has also 12%

R TR N

1,00,000 convertible debentures outstanding of Rs. 100 each to be converted into 10 equity shares. The
effective tax rate is 30%. >mm::=:m net profit attributable to anQ shareholders for the year ended
March 31, 2008 to be Rs. _oo lakh,-diluted EPS Eo:E cn. .

A. Rs. 1.67
B.

D. Noneof A,B,and C |
|

(i) The fair values of Pension ENS assets of Milestones Ltd. at the com.::.:m and the end of the year 2007-08

(iii)

were Rs. 2,80,000 and Rs. 3,08,600 respectively. The employer’s contribution to the plan a:::m the year
was Rs. 29,000. If benefit E%Bosa made to the retirees are Rs. 32,000, the anm_ return on _uns,,_o: plan
assets for the year will be Amm per AS-15):

A. Rs. 25,600 _w
B. Rs. 31,600 |
C. Rs: 32,600 . :
D. None of A, wgao;

As per AS-22, adeferred Sw wmmnﬁ should be recognized only if there is.a reasonable certainly that sufficient
future taxable income will be available and such a conclusion is supported by

A. Consideration of caution
B. Consideration of prudence
C. Consideration of consistency
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(v) Under AS-28, when goodwill and corporate assets cannot be allocated on a reasonable and consister
basis to cash-generating unit, to determine impairtment loss

A. ‘Bottom up’ test is performed

B. Both ‘Bottom up’ test and ‘Top down’ test are performed
C. ‘Top down’ test is performed _

D. None of these tests is performed

(vi) In a cash flow statement there is no place for
A. Issue of equity shares
B.. Issue of bonus shares i
C. Conversion of debt to equity :

D. on B and C above , . ST

(vii) The objective of AS-1 is 4 , )
A. To prohibit any change in the accéunting policies R
. B. To ensure disclosure of accounting policies

C. To ensure that the effect Om any o:msmo in accounting policy is maonzma_v. disclosed
D. Both B and C above

(viii) The time interval between the dates of balance sheets of holding oonmsw and subsidiary oo_:vmsw fo
the purpose of consolidation of accounts

A. can be more than a year

B. can be 10 to 12 ménths

C. canbe 7t0 9 months .

D. cannot be more than 6 months = : . 2x8=1¢

(b) Indicate é::.ammosm\so_.ﬁ:mm the correct given answer for each of the following three cases:

(i) H Ltd. is a listed company. Its capital consists of equity shares of Re. I each. On 3] 03.2008 H Ltd
acquires 80% of the equity shares of S Ltd. The fair values of the assets Om S Ltd. on EE date are:

wm (000)
" Tangible fixed assets , 60
Stocks U 20
Cash - o 1o
oo

The purchase ooam_ﬁ_a:&oz consists of 50,000 equity shares of H Ltd. valued at E:. Ea Rs. 50, ooo cash.
The Cash Flow mSﬁBaE for the year to 31.03.08 will show the mco<a transaction as:

Rs. Aooov
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(ii) Easygo Ltd. is to prepare its annual accounts for the year ended 31 March, 2008. A claim for damages for
Rs. | crore for breach of patents and copyrights has been served on the company in January 2008. A-
competent firm of solicitors advises that the claim is highly frivolous, without any basis and would not
survive even in the first trial court. The company, however, anticipates a long drawn legal battle and huge
legal costs. . , )
As a proper course of action about the above issue the company’s financial statements for the year ended
31 March, 2008 :
A. Need not have any adjustment
B. Make no disclosure as per legal advice
C. Disclose both the compensation and the estimated legal expenses

D. Make disclosure only for estimated legal expenses

(iif) Expenses incurred in three phases of construction of project of power plant are given below:

Phase A Phase B - PhaseC Total

.~ Rs.” Rs. Rs. Rs.
Cash payments me.oo.oo@. qo,oo.oo,w 85,00,000
“Transfer of Asséts . 45,00,000 12,00,000 10,00,000-
Total | ' 95,00,000 82,0000 9500000  272,00,000
Money borrowed @14% o N.mo,cc.oc.o

The Phase A is completed.

As per AS-16 capitalization of the borrowing costs would be:

. v:%m.> | Phase B Phase C Total
. Rs. Rs. Rs. . Rs.
A. 12,22,426 10,55,148 12,22.426 35,00,000
B. 8,53,656 11,95123 = 1451,221  35.00.000
C. — 1148000  13,30,000 24,78,000
D. — 10,55,148 12,22,426 22,77,574
3x3=9

2. (a) For the given abbreviations name the 8:3. in full:
() ICAI .

(ii)) AS

(iii) IAS
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(b) Summarize the strategy adopted by ICAI to make India IFRS-compliant in the matter of reporting through
financial statements. 10

3. The summarized balance sheets of X Ltd. and its subsidiary Y Ltd. as on 31.03.2008 are as follows:

Particulars

X Lid. Y Lud.
Rs. Rs.

.Shares of Rs. 10 each 1,00.00,000 20,00,000

Reserves and surplus 1,40,00,000 ac.ooboo.

~ Secured loans 49.00,000 : —_

OE.RE liabilities 60,00,000 20.00,000

3,49,00,000 1,00,00,000

Fixed assets 1,29,01,000 35,00,000
Investment in Y Ltd. shares 7.39.000 — ,
,.mEaQ %Eoz 70,00,000 10,00,000
§<o=8:om 0,00,000 - m
Cash and bank 82.60.000 5,00,000 P

X Ltd. holds 76% of the paid-up capital of Y Ltd. The balarice shares in Y-Lid. are :a_a.w.ww aforéi gn collaborating
company. A memorandum of understanding ha§ been entered into with the foreign company providing for the
following: ' .

(a) The shares held by the foreign company Ea be sold to X Ltd. The price per share will be calculated by
capitalizing the yield at 16%. Yield, for this purpose, would mean 40% of the n<o_mmo of pre-tax profits for the
last 3 years, which were Rs. 35 E% Rs. 44 lakh and Rs. 65 lakh. .

(b) The actual cost of shares to the mozum: company was Rs..2,40,000 only. The profit that would accrue to :83
would be taxable at an average rate of 30%. ,E_n tax payable will be deducted from the proceeds and X Ltd. will
pay it to the Government.

(c) Out of the net consideration, 50% would be remitted to the foreign company immediately and the balance will
be unsecured loan repayable after one year.
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4. (a) The following information relate to company AKG Ltd.

Goods purchased on 25.02.2007 for US $ 100,000
Exchange rate on 31.03.2007
Date of actual payment 05.06.2007

Required:

(b) From the following information taken from the books of Vi

prepare a statement classifying the various items under the
Reporting:

Medical facilities ,
Training programmes
Generation of job opportunities

Municipal taxes

Increase in cost of living in the vicinity due to a thermal power station

Leave encashment and Teave trave] benefits ’

Educational facilities for children of staff Eoicma

Subsidized canteen ficilities
* ._1

5. (a) Youare provided with the details of a construction contract obtained by
for Rs. 8,00,000 to be completed in 3 years. Data pertaining to the cons

Yr.1
- . Rs.
Cumulative costs incurred to date 2.40,000
Estimated cost yet to be incurred at year end - 4,80,000

| » BYQRIIGIIS RN SR1 T L - - -

Calculate the loss/gain for the financial years 2006-07 and Noo,\WOm as per AS-11

Yr. 11
Rs.

5,76,000
64,000

F-PI6(AFA)
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Exchange rate
Rs. 44.50
~Rs. 45.00
Rs. 45.40

2+2=4

brant Ltd. relating to Staff and Community benefits,
appropriate heads, required under Corporate Social

Rs.

45,00,000
21,50,000
60,75.000
30,80,000
16,55,000
18,50,000
52,00.000
46,60,000 -
14,40,000 i

United Engineers Ltd. The contract is
truction period are:

Yr. l1
Rs.

6.48,000
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Om: the company provide for the full loss arising out of insolvency of the debtor in the msm_ accounts for the
year ended 31st March, 20087 Answer with reasons. 3
6. (a) Briefly describe the role of Public Accaunts Cofiirhittée. : - ) 10

(b) State any five salient points of distinction between ‘Pooling of Interest Method® and .vE.o:&n Method’ of
accounting for Mergers and Acquisitions. - , g 5°

7. (a) S Ltd. have six segments with the following data: o

Rs. in crore
Particulars A B c 7 b E - F |
Segment Revenue , 250 520 70 o 50 60- - 50
Segment Result 50 (190) 10 10 (1) . 30
Segment Assets _ 100 200 15 50 50 25

The Finance Director is of the view that it is mcm._n_n:ﬂ that segments A m:%w c:@ _ua _.%o:on_

Advise. . 10

(b) Softex Ltd. acquired an equipment on lease from Simplex Ltd. (Lessor) on- April I 2008:for 3 years. Its useful
life is 5 years. Both the cost and the fair market value of the equipment are Rs. 6,00, ooo The amount (annual
lease payment) will be paid in three instalmients at end of each year. Simplex Ltd. will get back the equipment
upon termination of the lease. However; Softex Ltd. is given an option to retain the equipment at a nominal
value at the end of the lease vn:oa The ::m:ﬁw:ﬁoa Smacm_ <m_=a mﬂ the end of 3 v.aEm is Rs. 80,000.

The internal rate of return (IRR) of Eo invest

[PVIFA , ;.. = 2.4868; PVIF , , Ay £0.7513],
Required: R
(i) State with reason whether the lease constitute a msmsnn lease. 3
2

(ii) O.&.nc_ma unearned finance income _anw._:m in view the relévant Accounting m.aan_n_.d A.kmu_ov. :

8. The Balance sheets of Paragon Ltd. and its subsidiary, Axis Ltd., as at March 31, 2008 are as under:

Emc:m:am . ; (In Rs. lakh) .
Paragon Ltd. Axis Lid. .

Share Capital: , . _

Authorized, equity shares of Rs. 10'each . 7,500 3,000
Issued and subscribed, fully paid-up. 6,000 . 2,400
General reserve: . 1,392 : 690
Profit and Loss account . : 1,357 810
Bills payable - : 186 80




[image: image10.png]. (7) o : F-PI6(AFA)
| . Syllabus 2008

(In Rs. lakh) o :
Paragon Ltd. . Axis Ltd.
Assets ¢
Land and Buildings 1,359 —
Plant and Macliinery - 2,452 2,450
Furniture and Fittings : . 922 . 293
Investment in shares in Axis Ltd. 1,500 : —
Stock : . 1,975 978
Sundry debtors ' 1,300 681
Bills receivable 180 100
Sundry advances 260 T -
, 745 102
10,693 4,604

Following additional informiation-is available: g

(a) Paragon Ltd. purchased 90 lakh shares in Axis Ltd. on 23.__ 1,2007 when 90 balances in General Reserve and
Profit Ea Loss Account of Axis Ltd. stood at Rs. 1,500 lakh and Rs. 600 lakh R%onséq

(b) On ._E% 4, 2007 Axis Ltd. declared a dividend @ 20% for the year ended March 31, 2007. Paragon Ltd.
credited the dividend so received to its Profit and Loss Account.

(c) Out of the g_uson in its Oa:oB_ Reserve Account on .FESQ 1, 2008, Axis Ltd. issued 3 ?5 paid-up bonus
this; there: was.no other movement in its General

(d) OnMarch 31,2008 Axis Ltd.’s stock included goods which it had purchased for Rs. 50 lakh from Paragon Ltd.
on which the latter made a profit of 25% on cost.

(¢) On March 31,2008 all the bills payable in Axis Ltd.’s Balance Sheet were acceptances in favor of Paragon Ltd.
But on that date, Paragon Ltd. held only Rsf23'akh of these acceptances in hand, the rest having been endorsed
in favor of its creditors.

==.on_
@®. w_,%m_.o Consolidated wm_mzno Sheet of Paragon Ltd. and its Subsidiary Axis Ltd. as at March 31, 2008.

iled workings are _.nnc:.am for (“ii’ to ‘vi’):
es >=u€
(iii) Goodwill/Ca

(iv) Consolidated Oo,:,n,_...m ,%3029 .

of Pre- monEmEo: and Post-acquisition Profits.

Reserve arising out of consolidation.

(v) Consolidated Profit and Loss Account.

[2S 2 ]

(vi) Minority Interest.

N W W
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Cost Audit & Operational Audit *
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The figures in the i&%.: on the right side indicate full marks.

Answer Question No. 1 and Question No. 5 which are QS%E,SQ and two each
from the remaining questions-of Sections I & II.

SecTioN I AZ%_A.W 50)

s .

.

1. (a) State whether the following statements are ‘True’ or ‘False’. No Emsmomzo:\aumoz need be given for your
answer: - o Ix8=8.

®
(ii)
(iii)

(iv)

The annexure to the Cost Audit Report is to be prepared by the cost mca:o,n..
The cost auditor is appointed by the Board of Directors subject to the approval of the Central Government.

A 85?5% which is sick and close can seek exemption from Cost Audit even though an oamq has been
issued to that company earlier under section 233B of the Companies Act.

Non-moving stock of raw ‘materials and oo::uo:o:a are those stocks which have not moved woa more
than 24 months.

(v) If any of the products under audit is 523:@ losses, the cost mcazoﬂ should work out the break-even
level for the product, and report the same in his Cost Audit Report.
(vi) A-footwear unit in the Co-operative sector :ona not maintain cost accounting Rnoaﬁ u/s 209(1)(d) of
the Companies Act. .
(vii) The Central Excise authorities have the right to call for a copy of the Cost Audit wmvo?
(viii)) A :oBEnn director is covered by the definition of ‘related party”.
(b) Which of the mo__os::m answers is. correct? 2x3=6
(i) The Annexures to the Cost Audit Report and Proforma should be signed by -
A. The Chief Finance Officer and the Zm:mm_:m Director ‘
B. One Director and mmoREQ ..
C. The Secretary and the Chief Finance Officer
D. The Officer-in-Charge of Cost Accounts and the Secretary.
(ii) The maximum number of audits which can be mnoavﬁoa by a firm of cost mooocsﬁm:a _SS:m ::ao

partners is
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(iif) Under the existing regulations, a Cost >ooo==§= in Emocoo can take as his partner
A. Another practising Cost Accountant;

B. A practising Chartered Accountant; . .
C." A practising Company. mmoaSQ“
~D. An Advocate registered with the Bar Council.

2. (a) .:5 following details are extracted from the accounts of Super Q_Qdam_m Ltd., which manufactures only one
an:nﬁ ina m_=m_n location:

(Rs. in lakhs)
: . : 31.3.2008 31.3.2007 31.3.2006

Gross Fixed Assets " 13,845 12,636 11,535
Cummulative Depreciation : 3.936 3,789 3.672
Value of trade marks included under fixed assets

(net of depreciation) 240 _ 360 480
Capital Work-in-Process - 819 : 675 , 951
Investments in Shares & Debentures - _ 2,172 2.136 2,079
Inventories .- .. . 1,875 1,740 1,533
Sundry Debtors : . : 1,002 951. 876
Advances for purchase of capital equipment S T2 183 141
Other Loans & Advances 195 174 159
Other Current$ Assets - 96 87 78
Sundry Creditors . a T 642 561 522
‘Term loans due for repayment within 12 :63_5 . 100 120 80
Provision for Expenses ~ ©* . _ 87 102 84 -
Net Sales i L1772 9,636 8.793
Interest . 1,842 1.491 1.248
Depreciation . 162 141 132
Profit before taxes o : 696 435 591

. Compute the following ratios as 8@:.3& in para NA Om Eo >==wxE8 to the Cost Audit Wono: for the year
* 2007-2008 and 2006-2007:

(i) Profit as a percentage of capital employed. . . 8
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. salesmen. The new Cost Accountant who has joined the company recently has devised a management _,an:su:o:
system for quarterly appraisal and the following are figures called out from his records: ”
, . f

For the quarter April—June 2008 .

Salesmen A B C D
Rs. Rs. Rs. Rs.
Comniission earned - 2,380 1,650 2,985 2.110
Standard cost of quota sales 29.400 26,000 28,400 24,000
, ,ma:Em Price variance. 600 U 6,000U 2,300U 2,700 F
Sales volume variance 800U 1,000 U 14,000 F 500 U
* Contribution margin mix variance 900 U 14,000 U " 42,000 U 1.800 F

[U = Unfavourable: F = Favourable]

You are required to: -
(i) Compute the sales quota given to each salesman and their actual contribution made.
(ii) Rank the salesmen accotding to performance explaining the basis.
(iii) Comment on the use of ooBBmmmmoz as an incentive. | 5+2+5=12

(b) How will you;trea. En following :oBm in the Cost Accounting Records?

(i) Commission paid to the Zm:mm_sm Director as a uononamma of Eow: included in the financial accounts

under the head *‘Salaries and Wages”. . : 2

(i) Profit on sale of fertilisers to cane growers by a Sugar Company. 2
(c) Can a Cost Accountait {ho 1§ appointed as the concurrent auditor of a company accept appointment as Cosl

- Auditor of the same company? C 2

4, @ Calculate the installed capacity, u<m=m£o capacity, normal capacity, moEw_ o%mo_cn idle capacity, abnormal
idle capacity from the fillowing data and as.per CAS-2: .
Manufactyre’s specification capacity’ von hour = 600 units
No. of shifts (each shift 8 hours = 3 shifts
Holidays in a year (365 days):

Sundays = = — 52 days
Other holidays —— 13 days
Annual maintenance is done within 13 holidays
Preventive 20@5% maintenance for the machine on Sunday

Normal idle capacity for batch change : .
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5.

6.

Section I (Marks 50)

(a) State whether the following statements are ‘True’ or ‘False’. No feason or justification need be given: 1x7=7

(i) Costof production of goods produced for captive consumption as perCAS-4 mc_,.hn::mw_ Exercise purpose -

should be certified in the prescribed form.

(i) .The Statutory auditor (which term includes Cost Auditor) can only be an invitee and not a member of the

audit committee. T

(iii) Audit of records of manufacturing operations in customs bonded warehouse is compulsory in all cases,

aé? computing cost of production for captive consumption, masu.n_.m:ﬁ?n overheads which are not directly
related to production activity may be excluded. C

(v) Interest cost should be included i inventory valuation for purposes of bank audit,

(vi) Verification of compliance with varjoys provisions of all applicable Jaws is part of the job of the internal
auditor, : . . : :

C

(vii) Operational audi¢ is termed as micro _o<n_,_5»ammo=.n=~ mc&m

4

(b) Fill up the blanks: e Lo I1x7=7

o

(i) The audit committee shall meet at Jeast —_— a

wwmﬂ as per the mme __mﬂ.,lw_mmWnanzﬁ.

. (ii) For the purpose of anti-dumping Fi.. M&E..w.. margin Em.w,sm .Hro‘&m,q.m_.o:om between the :c:-_.e.::.o:m
price due to the domestic industry and the of the dumped imports.

~ (ili)) CERA (Central Exercise Revenue Audit) mm o,o:a:o on”vx the organisatio of ———

(iv) The scope of work of an 528:8_mczewon.mw_ﬁ?a down .,E..wnnmo e 250 Of En, Insurance >Q..
W) is the highest decision making body of the W.T.O.

(vi) The audit of cenvat availed can be ordered only by the

?50@2»:0:&»:% Ao:mEoon money audit) has cmo: defined as an organised mom_.n:.a._“ .smv\m,, of improving
————and ________ : : .
(a) State the salient features of an ideal flow chart, . . . 4
(b) Define Opportunity cost and EEE& cost as per CAS-I. . 4
(¢) Management Audit and Operationa] Audits are complementary and supplementary to one another. Discuss,
| o L 4

(d) Which of the following acts amount to professional misconduct on the part of 3 practising cost accountan?

3x2=6

(i) A cost accountant g1ves a certificate of cost of production for attaching with a terider for a cost-plus
contract. He comes to know after signing the certificate that his client has won a case with a supplier on

2
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7. (a) What is meant by *‘Corporate Services Audit”? Describe the areas of Corporate mm_iomm Audit, the scrutiny
thereof and the evaluation criteria used in the audit? ‘ 12
(b) Write short notes on (any two): 3%2=6
(i) GATT;
(il) W.T.O.;
(iii) SOX Audit. . .
8. (a) Write short notes on (any three) of the following): 43=12
(i) Due Diligence Audit; *
(i) Audit under EA-2000;
(iii) Concurrent Audit;
(iv) Professional misconduct in relation to Boq_c.o_.m of the institute (ICWA) in service. Discuss. |
g 3x2=6

(b) Answer any two of the following: . :
(i) The Cost Audit and Assurance Standard w.mwa (CAAB)—EZplain.
(i) A cost accountant gives a certificate of costfor a product manufactured by an SSI unit owned by his
son—wheather this acts amounts to professional misconduct or not?>—Explain.

(iii) Productivity Audit.
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Business Valuation Management

Time Allowed: 3 Hours . Full Marks: 100

The figures in the margin on the right side indicate Jull marks.

Answer Question No. 1 which is compulsory carrying 25 marks and any five from the rest.

(a) State
(1)
(ii)

(iii)

(iv)

(v)
(vi)
(vii)

(viii)

whether the following statements are True or False:
The book value of an asset is the historical cost less depreciation.

Valuing a firm using discounted cash flow method Is conceptually different from valuing a capital project
using present value method.

It is important to cross-check the financial statement information by studying financial ratio changes
during the forecast period.

The provisions of Accounting standards do not impact mergers of companies. -

Divestitures represent the sale of a part of the total undertaking.

Horizontal mergers are also known as conglomerate mergers.

Possession of complimentary resources is one of the reasons for Merger negotiations.

Brands do not influence customers’ demand. 1x8

(b) Fill in the blanks by using the words given in the brackets:

@

(ii)

(iii)

(iv)

)
(vi)
(vii)

Revaluation of assets is undertaken to attract
the ——_ value of the assets (current/future).

(creditors/investors) by indicating to them

The commonly used basis for revaluation of freehold land would be
. (current replacement cost/present value of future earnings).

Dividend yield is the dividend per share as a percentage of the (book/market) value
of the share.

Estimated fair value of an asset is based on the Aocn:w:ﬁ\&moo::Hoa\?:._av operating
cash flows.

DCF analysis requires the revenue and expenses of (past/future).

Current liabilities are payable —— — (within/beyond) a period of one year.

Key to income-based approach of valuation is (capitalization rate/
internal rate of return). 1x7

(c) Choose the correct answer from the given alternatives:

(1) Trailing P/E is its current market price divided by

(1) MOSt recant fane mmnciaess T
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)

(3)

)

6)

(2)

AB Ltd. as of November 1, 2008 closed with a share price at Rs. 44-50. In its financial year ended
31 December 2007, AB Ltd. recorded EPS of Re. 0-83 that included an extraordinary loss of Re. 0-11.
Trailing EPS for last 4 quarters, without adjusting for non-recurring items, was Rs. 20-6, while the EPS
after adjusting for these non-recurring items was Rs. 15-6. Which trailing P/E would one use = Rs. 20-6
or Rs. 15-6?

The quoted price of a corporate bond of face value Rs. 100 is Rs. 90-50. The par value of the holding
is Rs. 5000. The price is
(i) Rs. 905
(ii) Rs. 4500
(iii) Rs. 4525
(iv) Rs. 4750
“The sale of a security with a commitment by the seller to buy the same security back at a specified
price at a designated future date” defines:
(i) prepayment risk
(ii) a repurchase agreement
(iii) an adjustable price issue
(iv) a sinking fund provision
A wishes to sell his business, Business has been good, revenues are growing each year, he desires to
pick a best offer and have patience till he gets best price. In this situation he should value on the basis:
(i) Book value
(if) NPV of future earnings
“(iii) Auction value
(iv) Fair Market value . 2x5

2. Write a short note one any three of the following: 3x5

(a) Omﬂomoamm of Financial assets
(b) Brand Valuation

(c) Net Realisable value of Inventories

(d) Fair Market Value of Intangible assets

3. (a) The preference shares of the XY Co. Ltd. has a face value of Rs. 100 and Rs. 9-50 dividend rate. You require
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5. The Balance Sheets of A Ltd. and B Ltd., separately are given to you. B Ltd. is a legal subsidiary of A Ltd.

A Lid. B Ltd.
(Rs. in millions) (Rs. in millions)
Plant Equipment, Land 540 250
available for sale Investments: .
Investments is subsidiaries 200 0
Inventories 200 60
Debtors 100 40
Cash and Cash Equivalents 20 10
1060 360
8% Debentures 300 100
Sundry Creditors 60 20
Deferred Tax Liability 100 20
Share Capital 100 20
Retained Earnings 500 200
1060 . 360

A Ltd. holds 90% of 20 million shares of B I td. (face value Re. 1), A Ltd. has 100 million shares. Market price
ofA Ltd. shares as on December 31, 2007 is Rs. 70 and that of B Ltd. Rs. 18.

of A Ltd. were valued at Rs. 644 million and investments in B Ltd., which are 18 million shares, valued at market

How many shares of B Ltd. should be issued to acquire A Ltd. without any acquisition of goodwill? 15

5. ABC Co. Ltd. an engineering company, is considering the purchase of a new machine for its immedjate expansion
program. There are three possible machines at tlie Same cost, which are suitable for the purpose; the details of
these are given with estimated cost and sale values.

Machine A (Rs.) ‘ Machine B Rs.) ‘ Machine C (Rs.)
Capital cost . 3,00,000 3,00,000 3,00,000

5,00,000 4,00,000 4,50,000

Sales (at stnd. Prices)

Net cost of production:

Direct materia]

Direct Labour
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The economic life of machine 1 is 2 years, while it is 3 years for other two machines, after which the scrap value
of Rs. 40,000, Rs. 25,000 and Rs. 30,000 respectively. Sales are expected to be at the rates shown for each year

during the life time of machines. The cost relates to the annual ox@os&_ﬁcno resulting from each machine. Average
tax rate is 45%. Payables and receivables are settled promptly. Return on capital to be on an uniform basis of

*

8% p.a. !
You are required to value the proposals and show which machine io_r_a be the most profitable investments on
the basis of net cash flows. (State the assumptions, if any, made in arriving at the answer) 15
(a) Explain the cost-based approach of Brand Valuation. V 5
(b) The following data is given to you regarding a company having a share in branded portion as well as unbranded
portion: ,ﬁ
f
Branded revenue Rs. 500 per ,_EE
Unbranded revenue Rs. 120 per fiﬁ
Branded cost Rs. 350 per unit
Unbranded cost Rs. 100 per unit
Research & Development Rs. 20 lakhs
Branded products 1 lakh units
Unbranded products 40000 units
Tax rate is 39-55%
Capitalisation factor 18%

Calculate the brand value. 10

Explain the concept of human resource accounting and outline the basic models for HRA (Human Resource
Accounting). 15

(a) Explain what is Tobin’s Q. What are the circumstances when it is most useful? | 7

(b) Explain what is “Calculated Intangible Value (CIV)”. What are the limitations of this method? 8





