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Question 1 C – Ratio Analysis 

1. Net Profit / Capital = 1/4
Net Profit = 1
25,00,000    4
Therefore, Net Profit = 6,25,000

2. Net Profit / Sales = 20% 			3.  G. P. Ratio = 25%
Net Profit x 100 = 20				
   Sales 						Sales 	31,25,000	100
625000 x 100 = 20				- COGS  23,43,750
Sales 						G.P          7,81,250 	25
Therefore, Sales = 31,25,000

4) Stock turnover Ratio = 5 times
						Average Stock = Opening Stock + Closing Stock 
Cost of Goods Sold = 5 								2
Average Stock 					468750 = Opening Stock + 600000
23,43,750 	= 5						2
Average Stock 					Opening Stock = 3,37,500
Therefore, Average Stock = 4,68,750

Trading and Profit and Loss Account for the year ended 31/3/2014
	Particulars 
	Amount 
	Particulars 
	Amount

	To Opening Stock 
To Purchase (balance figure)

To Gross Profit
	3,37,500
26,06,250

7,81,250
	By Sales


By Closing Stock 
	31,25,000


6,00,000

	
	37,25,000
	
	37,25,000

	To Operating Expense 
(Balance figure )
To Net Profit
	1,56,250

6,25,000
	By Gross Profit 
	7,81,250

	
	7,81,250
	
	7,81,250



Q. 1 . D – WACC 
	Source 
	Amount 
	Proportion 
	K 
	Wt k 

	Equity Share Capital 
12% Preference Share Capital
15% Debentures 
10% Debentures
	65,00,000
12,00,000
20,00,000
8,00,000
	61.9047
11.42856
19.0476
7.61904
	16.30%
12%
10.5%
7%
	10.09
1.37
2
0.53

	Total 
	1,05,00,000
	100
	
	13.99


Kp = Dp = 12%
Kd = i(1-t) = 15(1-0.03) = 10.5%
Kd = i(1-t) = 10(1-0.03) = 7%

Question . 2 – B 
Total Assets turnover Ratio = 2.5
Sales = 2.5					Sales 			50
 TA						- Variable cost 		32.5
Sales = 2.5					Contribution		17.5
 20						- Fixed Cost		4
Therefore, Sales = 50 				EBIT			13.5
						- Interest 		1.5
1. Earning Per share 				EBT 			12
= Earning for Equity 				- Tax (30%)  		3.6
       No of Shares 				EAT			8.4
= 8.4 = Rs. 16.8 / share				- Preference Div		--
   0.5						Earnings for Equity 	8.4

2. Operating Leverage 	= Contribution 
			       EBIT
			= 17.5	= 1.30
			   13.5

3. Financial Leverage 	= EBIT 
			    EBT
			= 13.5	= 1.125
			    12
4.  combined Leverage 	= Operating Leverage x Financial Leverage 
			= 1.30 x 1.125 = 1.4625

Question 3 – B 
	Net Present Value 
	Amount
	Amount

	Present Value Inflows 
1. Recurring Inflows 
2. Salvage Value of Assets
- Present Value Outflows
Cost of Asset
	
10,36,438
  1,70,100
	

12,06,538

15,00,000

	Net Present Value
	
	  (2,93,462)



Decision : Since NPV is Negative – The machine should not be purchased

W. N. 1 Recurring Inflows 

Revenue 	7,90,000
- Cost 		2,25,000
NPBDT		5,65,000
- Depreciation 	2,40,000 ---- 15,00,000 – 3,00,000
NPBT		3,25,000		5
- Tax (30%) 	    97,500
NPAT		2,27,500
+ Depreciation 	2,40,000
Cash Flow	4,67,500
- Op Loss 	1,80,000
Net		2,87,500
X C.DF (12%) 	   3.605
C. DCF		10,36,438

W. N 2 Salvage Value 
	= 3, 00,000 x 0.567=1,70,100

Question 4– B

Cash Flow Statement for 2 Ltd as on 31/3/2014
	1. CASH FROM OPERATING ACTIVITY 
Closing Balance Profit & Loss
Opening Balance Profit & Loss

Add : Appropriations
Transfer to General Reserve
Proposed Dividend
Interim Dividend 
NPAT
Add Provision for Tax
NPBT
Add Non Cash Non Operating Expenses
Goodwill Written off
Depreciation on Land and Building 
Depreciation on Plant and Machinery 

Less Non Cash Non Operating Income 
FFO 
Add Decrease in Working capital 
Increase in Creditors 
Decrease in Stock 

Less Increase of Working capital 
Decrease in Outstanding Expenses
Increase in Debtors 
CFO 
Less Tax Paid 
I
2. CASH FROM INVESTING ACTIVITY 
Purchase of Plant 
Sale of Land and Building 
3. CASH FROM FINANCING ACTIVITY
Issue of Equity share Capital 
Redemption of Preference Capital 
Payment of Proposed Dividend 
Payment of Interim Dividend 
	




1,50,000
2,50,000
1,00,000




1,25,000
1,00,000
50,000




1,40,000
50,000


20,000
4,60,000




(6,50,000)
50,000

5,00,000
(2,50,000)
(2,10,000)
(1,00,000)
	
2,40,000
1,50,000
90,000



5,00,000
5,90,000
2,25,000
8,15000



2,75,000
10,90,000
---
10,90,000



1,90,000
12,80,000

4,80,000
8,00,000
1,75,000
6,25,000


(6,00,000)




(60,000)

	Net cash or Equivalent Generated 
Add Opening Cash or Equivalent 
	
	(35,000)
1,25,000

	       Closing Cash Or Equivalent 
	
	90,000


 
W.N 
Plant 						I.T
	Particulars
	Amt
	Particulars
	Amt
	Particulars
	Amt
	Particulars
	Amt

	Opening
To Cash Bank
(Bal Fig)
	400000

650000
	By Dep. 

Closing
	50000

1000000
	To Cash Bank


Closing 
	175000


250000
	Opening 

By P & L 
(Bal Fig)
	200000

225000

	
	1050000
	
	1050000
	
	425000
	
	425000



Adjustments    							Land & Building 
	Journal Entries
1. Depreciation                             150000
             To Plant                                             50000
             To Land & Building                         100000

2. Interim Dividend                     100000
              To Cash Bank                               100000
	Opening 
	10,00,000
	By Dep 
By Cash/Bank
(Bal Fig)
Closing 
	100000

50000
850000

	
	
	10,00,000
	
	10,00,000



Question 6– B
Statement for Estimations of Working capital
Capital For Black Ltd
	Particulars 
	W.N
	Amount
	Amount

	Current Assets
1) Stock in Trade 
          Raw Material 
          WIP
          Finished Goods 
2)Debtors 
3)Prepaid Expenses 
4) Cash and Bank Balance 
Total
Less Current Liabilities
1) Creditors 
2) Outstanding Expenses
3) Bank Overdraft
	

1
2
3
4




5
6
	

5,88,000
6,46,800
17,92,000





6,86,000
4,31,000
--
	



30,26,800
8,40,000
--
2,25,000
40,91,800



11,17,000

	Net Current Assets
Add Safety Margins
	
	96%
4%
	29,74,800
1,23,950

	Estimation of Working Capital
	
	100%
	30,98,750



Working Notes

1. Raw Material = 104000 x 98 x 3 = 5,88,000
		             52

2. Working In Progress (A + B + C ) 

a) Raw Material = 1,04,000 x 98 x 2   75% = 2,94,000
52
b) Labour            =  1,04,000 x 53 x 2   70% = 1,48,400	 6,46,800
52
c) Overheads     =  1,04,000 x 73 x 2   70% = 2,04,400
52

3. Finished Goods = 104000 x 224 x 4 = 17,92,000
		                 52
4. Debtors =  104000 x 98 x 2.5    75%  = 8,40,000
		   52
5. Creditors = 104000 x 98 x 3 = 6,86,000
		     52
6. Outstanding Expenses

a. Labour = 104000 x 53 x 2 	= 2,12,000
		             52				4,31,000
b. Overheads = 104000 x 73 x 1.5 	= 2,19,000
  52
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