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Con. 2996-12. YK-1506
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(3 Hours) [ Total Marks : 100

N.B. : (1) Question No. 1 is compulsory.

(2) Attempt any four questions from the remaining.
(3) Figures to the right indicate full marks.

Explain in brief any four of the following :—
(a) Franchising
(b) Tariff Barriers
(c) Bill of Lading
(d) IMF
(e) Break Even Analysis
(H SEZ.

(a) What is International Marketing ? Explain its significance with respect to
liberalization of Indian Economy.
(b) Explain the various decisions which an international marketer has to take.

(@) ‘Atrading bloc benefits all the member countries’. Comment.
(b) Discuss the impact of WTO on developing countries.

(a) What are the factors that determine the selection of overseas markets ?
(b) Explain the role of packaging in export trade.

(a) Write a note on E-marketing.
(b) Discuss the role of EXIM BANK in promoting exports.

(a) Explain in detail the objectives and features of Export - import Policy of India.
(b) Briefly explain the various export promotion measures adopted by government of
India. :

Case Study :

The case discusses the strategies adopted by the soft drinks and snack foods
major PepsiCo to enter India in the late 1980s. To enter the highly regulated Indian
economy, the company had to struggle hard to ‘sell’ itself to the Indian government.
PepsiCo promised to work towards uplifting the rural economy of the terrorism affected
north Indian state of Punjab by getting involved in agricultural activities. In addition, it
made a host of other promises that made its proposal very attractive to the regulatory
authorities.

India was a lucrative destination since its vast population offered a huge, untapped
customer base. PepsiCo was also encouraged by the fact that increasing urbanization
had already familiarized Indians with leading global brands. Given these circumstances,
PepsiCo officials had been involved in hectic lobbying with the Indian government to
obtain permission to begin operations in the country. However, the company could not
deny that many political parties and factions were opposed to its entry into the country. It
had therefore become imperative for PepsiCo to come up with a package attractive
enough for the Indian government. In the early 1990s, the Government of India was facing
a foreign exchange crisis. The country was finding it extremely difficult to borrow funds
from the international markets due to a host of problems on the political, economic and
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The company knew that the political and social problems that plagued Punjab were
an extremely sensitive issue for India in the 1980s. PepsiCo’s decision to link its entry
with the development and welfare of the state was thus a conscious one, aimed at
winning the government over. The fact that Punjab boasted a healthy agricultural sector
(with good crop yields in the past) also played a role in PepsiCo’s decision. Reportedly,
the new proposal gave a lot of emphasis to the effects of PepsiCo’s entry on agriculture
and employment in Punjab.

The company entered into agreements w1th a few big farmers (well-off farmers with
large land holdings) and began growing tomatoes through the contract farming route
(though the agroclimatic profile of Punjab was not exactly suitable for a crop like tomato,
Pepsi had chosen the state because its farmers were progressive, their landholdings
were on the larger side, and water availability was sufficient). Its experts from the US
had to interact extensively with the farmers to explain how they could benefit from
working with the company. Another problem, although a minor one, was regarding
financial transactions with the farmers. When the company insisted on payments by
cheque, it found out that as many as 80% of the farmers did not even have a bank
account..! To make its proposal even more lucrative, PepsiCo claimed that these new
employment opportunities would tempt many of the terrorists to return to society.

Questions :(1) What are the various kinds of strategy a multinational company develops to 5
enter highly regulated economies that have immense market potential ?
(2) How do liberalization of an economy benefits the international marketing 5
environment ? '
(3) Whatare the challenges that PepsiCao faced in entering the Indian rural Market? 5
(4) Is the PepsiCo’s decision to enter in India through rural sector correct? 5
Comment.
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( 3 Hours ) [ Total Marks : 100

N.B. : (1) Question No. 1 is compulsory.
(2) Attempt any four questions from the remaining.
(3) Figures to the.right indicate full marks.

1. Explain brief of any four of the following — 20
(a) Organisational Design
) Johari Window
) Perception and Attitude
{d) Causes of Conflict in an Organisation
) Strategies for Coping with Stress
) Personality Traints.

2. (a) Explain the concept and Importance of OB. Expiain the contributions of 10
different disciplines to Organisation Behaviour.
(b) Bring out the concept of organisational structure. What are the factors 10
determining organisational structure ? '

3. (a) What is the role of team and groups in an organisation. Which are the 10
different types of groups and teams present in an organisation ?
(b) Bring out the essence of leadership in entrepreneurial and family business 10
organisation.

4. (a) Explain Vroom's Expectancy model theory of Motivation. 10
(b) What are the different power tactis used in an crganisation ? Justify the 10
ethics of power and politics in an organisation.

5. (a) How are stress and job performance inter-related ? What are the 10
consequences of stress 7
(b) Discuss the role and impact of culture in an organisation in the modern 10
multi-cultural scenario.

6. (a) Whatis employee empowerment and participation ? How can it help the 10

organisation to improve ?
(b) Explain in brief the Blake and Mouton Managerial Grid theory of leadership. 10
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7. Read the following case and answer the questions given below —

Shirley and Abdul both work for a software development company.
The manager of the new product division was originally the leader of a project
team for which she interviewed and hired Abdul. Shirley, another project team
member, also interviewed Abdul but strongly opposed hiring him for the project
because she thought he was not competent to do the job.

Seven months after Abdul was hired, the manager left the project to start
her own company and recommended that Abdul and Shirley serve as joint project
leaders. Shirley agreed reluctantly with the stipulation that it be made clear
she was not working for Abdul. The general manager consented; Shirley and
Abdul were to share the project leadership.

Within a month Shirley was angry because Abdul was representing himself
to others as the leader of the entire project and giving the impression that Shirley
was working for him. Now Shirley and Abdul are meeting with you to see if
you can help them resolve the conflict between them.

Shirley says : Right after the joint leadership arrangement was reached with
the general manager, Abdul called a meeting a the project team without even
consulting me about the time or content. He just told me when it was being
held and said | should be there. At the meeting, Abdul reviewed everyone's

" duties, line by line, including mine, treating me as just another team member
working for him. He sends out letters and signs himself as project director,
which obviously implies to others that | am working for him.”

Abdul says : “Shirley is all hung up with feelings of power and titles.
Just because | sign myself as project director doesn’t mean that she is working
for me. | don’t see anything to get excited about. What differences does it make ?
She is too sensitive about everything. | call a meeting and right away she thinks
I'm, trying to run everything. Shirley has other things to do — other project to
run — so she doesn’t pay too much attention to this one. She mostly lets things
slide. But when [ take the initiative to set up a meeting, she starts jumping up
and down about how | am trying to make her work for me.”

Question :
(a) Identify various types of conflicts that employees face in an organisation. 10

(b) What Advice would you give to Abdul and Shirely to deal with their 10
conflicts ?
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7. Read the following case and answer the questions given below —

Shirley and Abdul both work for a software development company.
The manager of the new product division was originally the leader of a project
team for which she interviewed and hired Abdul. Shirley, another project team
member, also interviewed Abdul but strongly opposed hiring him for the project
because she thought he was not competent to do the job.

Seven months after Abdul was hired, the manager left the project to start
her own company and recommended that Abdul and Shirley serve as joint project
leaders. Shirley agreed reluctantly with the stipulation that it be made clear
she was not working for Abdul. The general manager consented; Shirley and
Abdul were to share the project leadership.

Within a month Shirley was angry because Abdul was representing himself
to others as the leader of the entire project and giving the impression that Shirley
was working for him. Now Shirley and Abdul are meeting with you to see if
you can help them resolve the conflict between them.

Shirley says : Right after the joint leadership arrangement was reached with
the general manager, Abdul called a meeting a the project team without even
consulting me about the time or content. He just told me when it was being
held and said | should be there. At the meeting, Abdul reviewed everyone's

" duties, line by line, including mine, treating me as just another team member
working for him. He sends out letters and signs himself as project director,
which obviously implies to others that | am working for him.”

Abdul says : “Shirley is all hung up with feelings of power and titles.
Just because | sign myself as project director doesn’t mean that she is working
for me. | don’t see anything to get excited about. What differences does it make ?
She is too sensitive about everything. | call a meeting and right away she thinks
I'm, trying to run everything. Shirley has other things to do — other project to
run — so she doesn’t pay too much attention to this one. She mostly lets things
slide. But when [ take the initiative to set up a meeting, she starts jumping up
and down about how | am trying to make her work for me.”

Question :
(a) Identify various types of conflicts that employees face in an organisation. 10

(b) What Advice would you give to Abdul and Shirely to deal with their 10
conflicts ?
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Shirley and Abdul both work for a software development company.
The manager of the new product division was originally the leader of a project
team for which she interviewed and hired Abdui. Shirley, another project team
member, also interviewed Abdul but strongly opposed hiring him for the project
because she thought he was not competent to do the job.

Seven months after Abdul was hired, the manager left the project to start
her own company and recommended that Abdul and Shirley serve as joint project
leaders. Shiriey agreed reluctantly with the stipulation that it be made clear
she was not working for Abdul. The general manager consented; Shiriey and
Abdul were to share the project leadership.

Within a month Shirley was angry because Abdul was representing himself
to others as the leader of the entire project and giving the impression that Shirley
was working for him. Now Shirley and Abdui are meeting with you to see if
you can help them resolve the conflict between them.

Shirley says : Right after the joint leadership arrangement was reached
with the general manager, Abdul called a meeting a the project team without
even consulting me about the time or content. He just told me when it was
being heid and said | should be there. At the meeting, Abdul reviewed everyone’s
duties, line by line, including mine, treating me as just another team member
working for him. He sends out letters and signs himself as project director,
which obviocusly implies to others that | am working for him.”

Abdul says : “Shirley is all hung up with feelings of power and tities.
Just because | sign myself as project director doesn’t mean that she is working
for me. | don't see anything to get excited about. What differences does it make 7
She is too sensitive about everything. | call a meeting and right away she thinks
I'm, trying to run everything. Shirley has other things to do — other project to
run — so she doesn't pay too much attention to this one. She mostly lets things
slide. But when | take the initiative to set up a meeting, she starts jumping up
and down about how | am trying to make her work for me.”
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(3 Hours) [Total Marks : 100
N.B.: (1) Attemptanytwo questions from each section.
(2) Figures to the right indicate full marks.
(3) Give suitable illustrations wherever necessary.

Section |

1. Define Research. Explain the scope and limitations of the application of scientific 25
methods in Social Science research.

2. What is a research problem ? Discuss the sources from which research problems 25
are identified ?

3. What is research design ? Explain the various steps involved in formulating of 25
research design.

4. Describe different methods of collecting data. Explain merits and demerits of 25
observation method in collecting data. '

Section |l

5. What is data processing ? Discuss the various stages involved in data processing. 25

6. (a) Define a research report and explain its purposes. 13
(b) Why is a ‘review of literature’ included in a research report ? 12
7. (a) What is correlation ? What are the various types of correlation ? 13
(b) What is time series ? Explain its components. 12
8. Write short notes on any two :— 25

(@) Interpretation of data
(b) Technical report

fa\ Tactina ~Af hunaAathasis
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N.B. : (1) Question No. 1 is compulsory.
(2) Attempt any four questions from the remaining.
(3) All questions carry equal marks.

1. Explain the following concepts (any four) - 20
(a) X-efficiency theory of Entrepreneurship
(b) Entrepreneurial culture
(c) Traditional Manager
(d) KPO
(e) Managerial feasibility
() EOU
(g) Rural Entrepreneurs.

2. What are the challenges faced by the Indian Entrepreneurs ? Explain the qualities of 20
Indian Entrepreneurs.

3. Wirite an essay on Entrepreneurial Models. 20

4. "Women entrepreneur in India continue to face social challenges”. With reference to 20
the above statement bring out the role played by Government and NGOs to support
women entrepreneurs.

5. What is working capital ? Explain the significance of working capital. What are the 20
factors influencing working capital ?

6. Write a note on - 20
(i) ED Programmes
(i) Business Planning Process.

7. Case study :
Debbie shrimpton working in a call centre for two years had left frustrated and fed up
at being tied to long and rigid hours. Before that she had been a Line Manager at a KP
factory where despite the stringent working condition, she got a valuable insight in to
the snack food industries. She has started “Sanck-In-The-Box” (SITB) is a people
Business. SITB Franchisees deliver top branded confectionery and sarvoury snaks
directly to the workplace. She bought a “Self Service Box Franchise, which relies on
its customers leaving money in the box in exchange for the snaks they take away. This
was a unique feature of this business but it is the honesty box policy that the customers
leave the correct amount of money in the box. Today she has more than 100
franchisees serving over 16000 customers each week. (What franchise : Vol.6 : 47).

Questions :—
(i) What is meant by Franchise ? Highlight the reasons why Debbie has started 10
SITB. Do you think that, as a innovative entrepreneur, her decision was right ?
(i) In the food franchisees competition, do you think that her business is 10
functioning effectively ? Give suggestions.
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3426 & (a)-12. (REVISED COURSE) (New Pattern)
(YK 1428 -1429)

YK-1428
(3 Hours) [ Total Marks : 100

[ Only for Regular Students who have taken admission in colleges during
academic year 2011-12 ]

N.B. (1) Attempt Question Nos. 1°'and 2 which are compulsory.
(2) Attempt any four questions from Question Nos. 3 to 9. Thus in all six questions
to be attempted.
(3) Figures to the right indicate full marks.

1. As an Auditor, how would you deal with/comment/react on the following situations :— 20

(A) SBK Ltd. has declared the dividend out of the propfits before providing for
depreciation. The Directors state that the market values of all depreciable
assets, are increased during the period under audit.

(B) Gajanan Ashish Ltd. paid Rs. five lacs as under writting commission to
M/s. Vinayak Bros. The company had debited the complete expenditure of
Rs. five lacs to the Profit and Loss Account of the year under audit. The
Accounts Manager of the company states that considering the huge turnover
and the profit of the company, the concerned expenditure is of small amount.

(C) Vishwas Co-operative Credit Society earned a net profit of Rs. 5,00,000
before appropriation of funds. During the year under audit the society had
transfered Rs. 1,00,000 to Reserve Fund.

(D) On 31-03-2011, the stock of the company was valued at cost price. But
now the management of the company proposes to value the closing stock
on 31-03-2012 at market price.

(E) M/s. C. D. Doshi & Co., a Chartered Accountants and previous auditors of
the company, have retained some documents of the company for non-payment
of their dues. Such documents were handed over to them without the
knowledge of the Board of Directors of the company, during the course of
the audit.

2. (A) Select most appropriate option for the following sentences and rewrite the 8

statement :—
(i) is basically responsible for prevention and detection of
errors and frauds —

(a) Auditor (c) Management
(b) Accountant (d) Cashier

(i) Audit plans should be based on knowledge of the clients
(a) Profits (c) Net worth
(b) Business (d) Reputation

(iii) Insurance business is controled by —
(a) Insurance Rules, 1939
(b) IRDA Regulation, 2002
(c) Insurance Act, 1938
(d) All of the above.

[ TURN OVER
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(iv)

(vi)

(vi)

(viii)

section of the Company Act, 1956, relates to Financial Audit

of a company.

(a) S.233B (c) S.227
(b) S.233A (d) S.56
Discount on Bills is shown by a Bank —

(a)
(b)
(c)
(d)

In schedule of Interest Earned
In schedule of Advances

In schedule of Interest expended
In schedule of other Income

Financial statements need to be prepared in accordance with —

(a)

(b)
()

(d)

Accounting standard issued by the Institute of Chartered
Accountants of India.

Relevant statutory requirements

Guidance notes issued by the Institute of Chartered Accountants
of India.

All the above.

The earning in Foreign Exchange from export of goods —

(a)
(b)
()
(d)

are disclosed in notes to accounts on CIF basis

are disclosed in notes to accounts on FOB basis

are disclosed in notes to accounts only in Foreign Currency
Non of the above.

Banks should make general provisions for standard assets at —

(B) Match the following :—

(1)
(2)
(3)
(4)
(5)

(a) 0-25% (c) 1%
(b) 2% (d) 0-40%
QA ‘B’

Audit programme (a) M/A and A/A
Performance Audit (b) SA 230
Special Audit of Company  (c) Sec. 44AB
Tax Audit . (d) Sec.233A
SA dealing with (e) Effectiveness Audit and

working papers
Bonus shares
SA dealing with
Audit Planning
Provision for
depreciation

Efficiency Audit

Sec. 205(2) of Company Act, 1956
Nature, timing and extent of

Audit Procedure

Accumulated Profits and
Reserves

SA 300

3. (A) Describe briefly how would you audit the following ledger accounts :—
(i) A suppliers Account
(i) Outstanding Expenses Account.
(B) How would you audit the following payments made by a company — 8
() Remuneration/Commission paid to Directors
(i) Directors sitting fees.
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4. (A) Explain the provisions in Company’s Act, 1956 and Auditors duty in relation
to following :—
(i) Buy-Back of shares
(i) Redemption of preference shares
(B) Write short notes on (any two) :— 8

(i) Sweat Equity Shares
(i) Contingent Liabilities
(iii) Capital Redemption Reserve.

5. Explain the various matters to be included in the Companies (Auditors Report) 16
Order, 2003.

6. Explain the provisions given in SA-230 in relation to Audit documentation. 16
7. Explain the provisions of SA-500 with regard to :— 16
(a) Audit procedure for obtaining Audit Evidence.

(b) Selecting items for testing to obtain Audit Evidence.

8. (A) Discuss the ‘Performance Audit’ based on the ‘Performance Auditing Guidelines’ 8
published by the C & AG of India.

(B) Write a note on — Audit of a Firm. 8

9. Explain the provisions of Section 44AB in relation to :— 16
(a) Tax Auditor (b) Tax Audit Procedure.

Con. 3426(a)-12. (OLD COURSE) (Old Pattern) YK-1429

(3 Hours) [ Total Marks : 100

[ For Regular Students who have been admission in colleges during
academic year 2010-11 or earlier years AND For all students who have registered
through Institute of Distance and Open Learning (IDOL) ]

N.B. Attempt any five questions carrying 20 marks each.

1. As an Auditor, how will you deal with/comment/react on the following situations/statements ?
(a) Audit documentation collected also serves many other additional purposes.
(b) Overall strategy that determines the scope, timing and directions of the audit

and that guides the development of the audit plan.

(c) Suku Ltd. has defaulted in repayment of loan from bank for last 2 years but
has applied for reschedulement thereof.

(d) Director of Kishore Ltd. has filed a declaration that entire amount of foreign
travel advance of § 250 per day has been spent without any supporting or
evidence, on the basis of which the Co. booked entire expenses.

(e) 10U’s of Rs. 3 crores were observed as against a cash balance of Rs. 3:20
crores in addition to small withdrawals of Rs. 1 lakh from bank despite similar
huge cash balances throughout the year for daily expenses at the time of
conducting statutory audit of XYZ Ltd. [ TURN OVER

www. StudentBounty.com
-Homework Help & Pastpapers


http://www.studentbounty.com
http://www.studentbounty.com

mk.F.1stHIf12.91
Con. 3426(a)-YK-1429-12. 4

2.

(a) State the purposes/objectives for scrutiny of ledger accounts and the audit
procedures prior to and at the time of such scrutiny.
(b) Briefly enumerate steps/procedures for scrutiny of Sales Alc.

Briefly state the rights, duties and liabilities of a Company Auditor.

(a) Briefly state any 10 matters to be included in the Companies (Auditors Report)
Order, 2003 is : CARO.
(b) Explain the inherent limitations of an Audit.

Distinguish between any four of the following :—
(a) Reports and Certificates
(b) Depth check and Test check
(c) Errors and Frauds
(d) Compliance and Substantive Procedures
(e) Audit Procedures/Steps and Audit Techniques/Methods.

(a) What are the nine basic principles of Auditing (AAS 1) ?
(b) What are the points to be covered in Vouching and Verification.

(a) Explain the various methods to obtain evidence.
(b) The auditor must evaluate major clauses of control used in a Computerised
Information System to enhance its reliability — Comment. '

What are the special points in the audit of —
(a) Hospital (b) Co-operative Society.

Write short ntoes on any four of the following :—
(a) True and Fair view
(b) Operational and Management Audit
(c) Statutory and Internal Audit
(d) Propriety Audit
(e) Need and classifications of Due Diligence and Contents of such report thereon
(f) Materiality in Audit.
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Con. 3000 & (a) -12. (REVISED COURSE) YK-1473 "ol
(YK-1473-1474)

(3 Hours) [ Total Marks : 100

N.B.: (1) Revised Course is applicable to Regular Students who have taken
admission in college during academic year 2011-12 only.
(2) Question Nos. 1 and 2 are compulsory and carry 20 and 16 marks
respectively.
(8) Solve any four questions from Question Nos. 3 to 9, each carrying 16 marks.
(4) Use of simple calculator is allowed.
() Working notes and assumption should form part of your answers.

1. Prepare a Cash Budget of Anil Ltd. from the following information for six months 20
commencing from April, 2011.

Month Total Sales Cash Purchases Expenses
January’ 11 3,00,000 40,000 50,000
February’ 11 4,50,000 50,000 60,000
March' 11 6,50,000 65,000 75,000
April’ 11 9,00,000 80,000 90,000
May’ 11 12,00,000 1,10,000 1,20,000
June’ 11 15,50,000 1,40,000 1,50,000
July' 11 19,50,000 1,75,000 1,85,000
August’ 11 24,00,000 2,00,000 2,10,000
September 11 29,00,000 2,50,000 2,60,000

Additional Information :
(a) Total Sales comprises of 20% of cash sales and 80% credit sales.
(b) Credit Purchases are 75% of total purchases through out.
(c) 40% of credit sales are collected in the month following the sales, balance 35% in the
second month and remaining 25% in the third month.
(d) 50% of credit purchases are paid in the month following the purchases, balance 30%
in the second month and remaining 20% in the third month.
(e) Wages for January, 2011 are ¥ 30,000, which increase every month by 20% of the
previous month and are paid with a time lag of half month.
() Opening Cash balance of ¥ 1,80,000 as at 1st April, 2011.
(9) Expenses of each month are paid with a time lag of one month.
(h) Machinery purchased of ¥ 1,00,000 in May, 2011, on two months credit.
() Income tax paid in the month of June, 2011 ¥ 75,000.
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2. (a) State True or False after rewriting the sentence .—
(i) Equity includes capital reserves.
(i) Proposed dividend is treated as current liability while preparing cash flow
statement as per AS-83.

(i) Provision for tax is treated as non-current liability while preparing cash flow
statement as per AS-3.

(iv) A contract of lease is defined as a contract whereby the lessee grants to lessor,
the exclusive right to use the asset usually for an agreed period of time in return
forthe payment of rent.

(v) Fictitious assets include Debit Balance of Profit and Loss A/c.

(vi) A company is said to be over capitalised, when its actual capitalisation is lower

than its proper capitalisation as warranted by its earning capacity.
(vii) Stock velocity given in terms of times’, means stock turn over rate.
(viii) Current ratio is used to comment upon the ‘long term solvency’ position of the

business.
(b) Match the column and rewrite the sentence :(—
Column ‘A’ Column ‘B’
(1) Acid test rati ________Contribution
. * T EBIT
! EBIT
(2) Debtors Velocity * BT
(8) Finance Leverage e Purchase of Land
Quick Assets
4] _Geashtintiow * Quick Liabilities
5\ Opsrlli | Credit Sales
(Sla@peictily Lovatage * Receivables
(6) W. Capital Ratio e Sale of furniture
Contribution
(7) Preference Shares Redeemed e
EBT
_ Current Assets
(6) Combined Leverage ® Current Liabilities
e CRR Created
e Debentures Issued
e Bonus Shares Issued.

3. Afirm sales, variable costs and fixed costs amount to ¥ 75,00,000, ¥ 42,00,000 and 1
¥ 6,00,000 respectively. It has borrowed T 45,00,000 at 9 percent and its equity capital totals
T 55,00,000.
(@) Whatis the firm's ROl ?
(b) What are the operating, financial and combined leverage of the firm ?
(c) lfthe firm belongs to an industry whose asset turnover is 3, does it have a high or low
asset leverage ?
(d) Does it have favourable financial leverage ?
(e) If the sales drop to ¥ 50,00,000 what will be the new EBIT ?
() Atwhat level will the EBT of the firm equals to zero ?
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Con. 3000-YK-1473-12. 3
4.,

(a) A project costs ¥ 5,00,000 and has a scrap value of ¥ 1,00,000 after 5 years. The net
profit before depreciation and taxes for the five years period are expectedtobe 3 1 ,00,000,
Z 1,20,000, ¥ 1,40,000, ¥ 1,60,000 and ¥ 2,00,000.You are required to calculate the
Accounting Rate of Retumn, assuming 50% rate of tax and depreciation on straight line
method. Average investment is to be taken as :—

(Cost — Scrap value)
2

(b) A project costing ¥ 5,00,000 has a life of 10 years at the end of which its scrap value is
likely to be ¥ 50,000. The firm’s cut-off rate is 12%. The project is expected to yield an
annual profit after tax of ¥ 1 ,00,000, depreciation being charged on straight line basis,
at 12% p.a. The present value of the rupee received annually for 10 yearsis ¥ 5-65 and
the value of one rupee received at the end of 10th yearis I 0-322.

Ascertain the Net Present Value of the project.

XYZ Corporation is considering relaxing its present credit policy and is in the process of 16

evaluating two alternative policies. Currently, the firm has annual credit sales of T 50 lakh and
accounts receivable turnover ratio of 4 times a year. The current level of loss is due to bad
debts of T 1,50,000. The firm is required to give a return of 25 percent on the investment in
new accounts receivable. The company’s variable costs are 70 percent of the selling price.
Given the following information, which is a better option ?

Particulars Present Policy | Policy Optionl | Policy Optionll |
Annual Credit Sales < 50,00,000 7 60,00,000 ¥ 67,50,000
Accounts receivable 4 3 2.4
turnover ratio
Bad debt losses 1,50,000 3,00,000 450,000

The existing capital structure of ABC Ltd. is as follows :—

z
Equity shares of ¥ 100 each 40,00,000
Retained Earnings 10,00,000
9% Preference Shares 25,00,000
7% Debentures 25,00,000

The company eamns a retur before Interest and tax at 12% and the tax on income is 50%.
Company wants to raise ¥ 25,00,000 for its expansion programme, for which itis considering
following alternatives :—

(a) lssue of 20,000 Equity Shares at a premium of ¥ 25 per share.

(b) Issue of 10% Preference Shares

(c) Issue of 9% Debentures.
Itis forecasted that the price-eaming ratio in case of these alternatives are (a) 20 (b) 17 and
(c) 16.
Which alternative would you consider to be the best ?
Give reasons for your choice
Also calculate expected market price in case of three altemative financing proposals.
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7. T.Ltd. has the following capital structure as on 31st March, 2012 :—

g
10% Debentures e 3,00,000
9% Preference Shares 2,00,000
Equity Shares (% 100 each) 5,00,000
10,00,000

The equity shares of the company are quoted at ¥ 102 and the company is expected to
declare a dividend of 9 per share for the year ended 31st March, 2012. Expected growth
rate is 5%.

(a) Assuming tax rate applicable to the company at 50%, calculate weighted average
cost of capital.

(b) The company wants to raise additional term loan at 12% of ¥ 5,00,000 for expansion.
The company’s assessment is that, it will be able to pay dividend of ¥ 10 per share,
but market price per share will reduce to ¥ 96. The expected growth rate will remain
the same. Calculate the revised weighted average cost of capital.

8. You are required to prepare Balance-Sheet as on 31st March, 2012 on the basis of information 16
given below :—
Fixed Assets (after providing 25% Depreciation on cost) ¥ 15,00,000
Fixed Assets Turnover ratio (Sales to Net Fixed Assets) 2 times.
Finished goods stock tumover ratio 6 times.
Gross Profit Ratio 25%
Net Profit before Interest to Sales Ratio 8%
Interest cover (PBIT + I) (Debenture Interest at 12% p.a.) 8 times.
Debt-Collection period 1-50 months.
Materials Consumed to Sales Ratio 30%.
Stock of Raw Materials is three months of consumption
Current Ratio 2-2 : 1
Quick Ratio 1:1
Reserves to Net Worth (own funds) 0-25 : 1
Assume that all sales are credit sales.
There is No Bank Overdraft and no non-quick assets other than stock of material and finished

goods.

9. Write short notes on any four of the following :— 16
(a) Payback Period
(b) Internal Rate of Return
(c) Working Capital Management
(d) Leasing v/s Hire Purchase
(e) Limitations of Ratio Analysis
() Under Capitalisation.
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Con: 3000(a) -12. 5 YK-1474
(OLD COURSE)
(3 Hours) [ Total Marks : 100
N.B. : Question No. 1 is compulsory.

(1)

(2) Attempt any four questions from Question Nos. 2 to 9.

(3) Working notes / accounts wherever considered necessary. Should form
a part of your answer.

(4) Figures to the right indicate maximum marks assigned to each question.

(5) Make assumption wherever necessary.

(6) Old Course is applicable to students who have taken admission in IDOL of
University of Mumbai in academic year 2011-12 or earlier years and to
students who have taken admission in affiliated college of University of
Mumbai in academic year 2010-11 or earlier years.

1. Litura Limited is a dealer in automobile components. While preparing the Financial statements 20
for the year ended 31-03-2011, it was discovered that a substantial portion of the record was

missing.
However, the accountant was able to gather the following data.
4 4 g L4
Share Capital Fixed Assets
Authorised and subscribed : Land 1,20,000
20,000 equity shares of 2,00,000 | Plant and Machinery ?
¥ 10 each. Fully paid up at cost
Reserves and surplus Less : Depreciation ? ?
General Reserve Current Assets !
Balance on 01-04-2010 60,000 Stock ?
Add : Transfer during Debtors 2
the year 2 7 | Cash and Bank ? ?
Secured Loans
15% Loan ?
Current Liabilities
Creditors 2
Provision for tax ?
Proposed dividend ? | 2,00,000
? ?

The following additional information is provided to you :

(i) Current ratio - 2times
(i) Cash and Bank — 30% of total current assets
(iii) Debtors Velocity (Sales / Debtors) — 12 times
(iv) Stock velocity (Cost of goods sold / stock) - 12 times
(v) Creditors velocity (cost of goods sold / creditors) — 12 times
(vi) Gross Profit/ Sales - 25%
(vii) Proposal dividend - 20%
(viii) Tax rate - 33 Y%
(ix) Debt service coverage rate —1time
() Interestcoverage ratio — 3times interest on the balance of
loan outstanding on 01-04-2010
(xi) Selling and distribution expenses - <1,80,000
(xii) Depreciation rate — 40%

(xiii) Cost of goods sold does not include depreciation.
On the basis of the above mentioned information, you are required to complete the balance
sheetas on 31-03-2011.
[ TURN OVER
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2. (a)

‘A’ Limited’s share is quoted in the market at T 20 currently. The company paid a dividend 6
of ¥ 2 per share and the investor expect a growth rate of 5 percent per year.
Compute :
(i) The company’s cost of capital of equity shares.
(i) Hthe anticipated growth rate is 8%, what would be the indicated market price of
the share ?
(iii) Ifthe company’s cost of capital is 12% and the anticipated growth rate is 5% p.a.
What would be the indicated market price if the dividend of ¥ 2 per share is to
be maintained ?

B. Ltd. has the following capital structure : 14
3
Equity shares 60 Lakhs
12% Preference Shares 10 Lakhs
14% Debentures 30 Lakhs
100 Lakhs

The market price of the company’s share is ¥ 20. It is expected that the company will pay
next year a dividend of T 2 per share which will grow at 8 percent for ever. Assume 40%
tax rate.
You are required to .—
(i) Compute weighted average cost of capital based on existing capital structure.
(i) Compute the new weighted average cost of capital if the company raises an
additional ¥ 20 Lakhs debt by issuing 15% Debentures.
This would result in increasing the expected dividend to ¥ 3 per share and leave the
growth ratio unchanged but the price of the share will fall to T 16.

3. Calculate . — 20

(a) The operating leverage, (b) Financial leverage and (c) Combined leverage from the
following data under situations | and Il and Financial Plans, A and B.
Installed capacity 4,000 units
Actual production and sales, 75 percent of the capacity
Selling price, T 30 per unit
Variable cost, T 15 per unit

Fixed cost :

4
Under situation | 15,000
Under situation [~ 20,000

Capital structure

Particulars Financial Plan
ARR) B ()
Equity 10,000 15,000
Debt (20% interest) 10,000 5,000
20,000 20,000
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4. OnApril, 1st ofthe current year, the board of directors of Ducting India Ltd. wishes to knowthe 20
amount of working capital that will be required to meet the programme of activity they have
planned for the year. The following information is available :

(i) Issued and paid-up capital, ¥ 2,00,000
(i) 5% Debentures (secured on assets), ¥ 50,000
(iii) Fixed assets valued at ¥ 1,25,000 on March, 31of the previous year.
(iv) Production during the previous year was 60,000 unit, it is planned that this level of
activity should be maintained during the present year.
(V) The expected ratios of cost to selling price are — raw materials 60 percent, direct
wages 10 percent and overheads 20 percent.
(vi) Raw materials are expected to remain in store for an average of two months before
these are issued for production.
(vii) Each unit of production is expected to be in process for one month. Full unit of raw
materials is required in the beginning of production.
(viii) Finished goods will stay in warehouse for approximately three months.
(ix) Creditallowed to debtors is 3 months from the date of dispatch.
(x) Creditors allow credit for 2 months from the date of delivery of raw materials.
(xi) Selling price per unitis ¥ 5.
(xii) There is a regular production and sales cycle.
Prepare :—
(a) Working Capital requirement Forecast, and
(b) An estimated profit and loss account and balance sheet at the end of the year.

5. Prepare a Cash Budget of Rajesh Ltd. from the following information for the six months 20
commencing from April, 2010.

Month Total Sales Cash Purchases Salaries Paid
January’ 10 2,00,000 1,50,000 50,000
February’ 10 4,00,000 2,50,000 50,000
March’ 10 6,00,000 3,00,000 50,000
April' 10 8,00,000 3,50,000 75,000
May’' 10 10,00,000 5,50,000 75,000
June' 10 10,00,000 6,50,000 1,00,000
July’ 10 12,00,000 7,00,000 1,00,000
August' 10 12,00,000 9,00,000 1,25,000
September’ 10 10,00,000 8,00,000 1,50,000

Information:

(a) Total Sales comprises of 10% Cash Sales and 90% Credit Sales.

(b) 50% of credit sales are collected in the month following the sales, balance 25% in
the second month and remaining 25% in the third month.

(c) Opening Cash balance of ¥ 1,75,000 as at 1st April, 2010.

(d) Rentis ¥ 15,000 per month, paid on 10th of next month.

(e) Interest on debentures of ¥ 25,000 is to be paid in September, every year.

(f) Payment for machinery in July, 2010. ¥ 1,50,000.

(9) Excise deposit to be paid in August, 2010 ¥ 50,000.
[ TURN OVER
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6. Fromthe following Balance Sheets and additional information prepare Cash Flow Statement 20
of Harbhajan.

Balance Sheets
oo ness 2010-11 | 2009-10 2010-11 | 2009-10
Liabilities ® ) Assets ) ®

Capital Account : Land and Building | 3,75,000 | 3,50,000
Opening Balance | 5,00,000 | 4,20,000 | Machinery 4,22,500 | 3,75,000
Introduced 50,000 40,000 | Inventories 1,85,000 | 1,50,000
Add : Profit 1,28,000 95,000 | Debtors 1,60,500 | 1,60,000

6,78,000 | 5,55,000 | Cash 1,500 10,000
Less : Withdrawn 53,000 55,000 | Goodwill 12,500 —
Closing Balance 6,25,000 | 5,00,000 | Bank — 20,000
General Reserve 1,50,000 | 1,25,000
Loan from Bank 1,560,000 | 1,75,000
Creditors 1,38,000 | 1,920,000
Provision for tax 87,500 75,000
Bank overdraft 6,500 =

11,57,000 | 10,65,000 11,57,000 |10,65,000

(a) Business of another firm was purchased for a consideration of ¥ 1,25,000 the assets
and liabilities taken over were machinery ¥ 62,500, stock ¥ 75,000 and creditors
¥ 25,000 the amount was raised by capital contribution and balance by taking bank
loan.

(b) Further machinery was purchased ¥ 20,000.

(c) Loss on sale of machinery ¥ 500 was adjusted against General Reserve.

(d) Depreciation provided : Building ¥ 20,000, Machinery ¥ 30,000.

(e) Income tax Provision for 2010-11 is ¥ 82,500.

7. (a) What do you mean by Operating Cycle concept of Working Capital ? 10
(b) Discuss various factors to determine Working Capital. 10

8. (a) Whatis meant by the concept ‘Financial Risk’ ? What is the relationship between leverage 10
and the cost of capital ? Explain.
(b) What do you mean by Factoring ? What are the main functions of a factor ? 10

9. Wirite short notes on any four of the following :— 20
(a) Derivatives
(b) Major considerations in capital structure planning
(c) “Debtis the cheapest but dangerous source of finance.” Explain.
(d) Credit Rating
(e) Lease Financing
(f) Limitations of Ratio Analysis.
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