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Financial and Management Accounting (Paper - 1V)
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A2 syudd wtalaziid AR i drusly glvest sui uzdlg wie s ?
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) AslsRscledl s
3)  d214d Wd 2y usla

10% i 94214 3.1 « dduld Y&

Qi 1 2 3 4 5
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Q-1.

Q-2.

A)

B)

0

D)

A)
B)

ENGLISH VERSION

Answer the following question:

20

Amisha Co.Ltd. faces a slack business and demand for it's product is declining.
Consequently, company's earning and it's dividend also are declining at the rate of
5% per annum. If dividend paid during last year was Rs.15 and the required rate
of return is 18%, what will be current market price of equity share?

Yogi Ltd. is producing articles mostly on hand labour and is considering to replace
it by a new machine. There are two alternative models "X" and "Y" of the new
machine. Prepare a statement of profitability showing the pay-back period from

the following information. Ignore taxation

Particulars Machine "X" | Machine "Y"
Estimated life of machine 4 years 5 years
Cost of machine Rs. 90,000 Rs. 1,80,000
Estimated saving in scrap Rs. 5,000 Rs. 8,000
Estimated saving in direct wages | Rs. 60,000 Rs. 80,000
Additional cost of maintenance Rs. 8,000 Rs. 10,000
Additional cost of supervision Rs. 12,000 Rs. 18,000

Hitarth Ltd. Provide the following information:
Fixed expenses — Rs. 90,000

Units at BEP level — 3000

Sales units — 8000

If per unit selling price is Rs. 90 than find out the amount of per unit Variable

expenses and Profit.
Explain: Opportunity Cost

Capital structure of Samira Ltd. is as follows:

Equity share capital (RS.10) ......ccceevveiiiieniiennnne 15,00,000
11% Preference shares capital (Rs.100)................ .1,00,000
Retained €arnings ..........ccoeeceeeveeenieeniesiiiesieeeeee 20,00,000
13.5% Debentures (Rs.100) .....cccoecveeiieeiiiniennee. 10,00,000
15% Term 1oan ..........cocooveiiieiiiiiiieciiiiee e, 12,50,000

15

Expected dividend for the next year is Rs.3.60 per share, dividend growth

rate is 7% and market price of equity share is Rs. 40.

11% Preference redeemable after 10 (ten) years, market price Rs.75

13.5% Debentures redeemable after 6 (six) year, market price Rs.80

Corporate tax - 40%

Compute weighted average, cost of capital based on book value and market value.

Company wishes to raise Rs. 10,00,000 in the next year as follows:

1) Debt and equity, equally
2) Rs. 1,50,000 from retained earnings.

3) After issuing new equity share price of equity share will be stable at Rs. 32

in the market.
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4)  Cost of debt:
First Rs. 2,50,000 — 15%

Additional Rs. 2,50,000 — 16%

Find out weighted average cost of capital after additional finance.

OR
Q-2. In a balance sheet of Vijay Co. Ltd. as on 315t March, 2023 the long term sources 15
of funds are shown as below.
Equity share capital ............ccooevievieeciienieeiee 15,00,000
Reserves and Surplus. ........cccoocvvevieeciienieenieene 10,00,000
12% Preference shares ...........ccceveevenienienceiennne. 5,00,000
15% Debentures ..........coovuveeeeeeiveeeeeeiieeeeeecieeeeeans 20,00,000
An individual cost of capital and the market value of these various securities
of the company for the year ended on 315 March, 2023 are as under:
Tax rate applicable to the company is at 60%
Funds Individual cost of capital Market Value
1) | Equity share 25% Rs.40 (each of Rs.10)
i1) |Reserves and Surplus 22%
ii1) | 12% Preference shares 12% Rs.80 (each 0of Rs.100)
1v) [ 15% Debentures 6% Rs.80 (each of Rs.100)
Determine the weighted average cost of capital using:
a) Book value weights
b) Market value weights
Q-3. Harshil company manufactures three products. The details of the annual cost are 15
as follows:
Particualrs Products
X (Rs.) Y (Rs.) Z (Rs.)
(1) Sales 6,00,000| 10,00,000 7,00,000
(2) Material cost 3,00,000 4,00,000 3,20,000
(3) Direct labour expenses 80,000 1,20,000 1,00,000
(4) Variable overhead 40,000 60,000 80,000
(5) Fixed overhead 80,000 50,000 70,000

High quality material are used in all the three products. The company imports
the goods from U.S.A. In all the three products, the material used in kilograms is

as follows:
Product Name Material used (in kilograms)
X 3,000
Y 6,000
Z 4,000
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)
2)
3)
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Materials are the limiting factor. Materials are common for all products. You
have to prepare the optimal product mix of production and sales. For that prepare -

1) Profit statement as per budget

2) A statement showing the profits of any two products with optimum and

excellent profits.

OR
Ravichhaya Co. Ltd. manufactures product A, B and C from the same type of 15
raw material. The supply of raw material is limited. Information about products
is as under:
Particulars A B C

Annual maximum production units 4,000 5,000 3,000

Selling price per unit (Rs.) 250 200 300

Profit volume ratio (%) 20% 25% 30%

Percentage of raw material cost to total 429% 60% 60%

variable cost

Factory fixed overhead (Annually) is Rs.1,50,000 and administrative sales
fixed overhead(annually) is Rs. 1,70,000. Cost of raw material (per kilogram) is
Rs.6. A maximum annual supply of 1,58,000 kg. is available for production.

From the above information determine the best product mix for maximum
profit and also find an estimate of the fixed product mix profit.

Kashi Ltd. provide the following information: 15
Per unit Selling price - |Rs. 400

Per unit Variable cost |Rs. 320

Fixed cost Rs. 3 Crore

Sales Volume 5,00,000 units

Calculate the profit in each position after making the following changes.

20% increase in selling price

Increase Rs.20 in variable cost

Increase of Rs.40,00,000 in fixed cost.

Decrease of 10% in fixed cost.

10% Increase in sales volume

20% decrease in sales volume

10% decrease in selling price and 10% increase in sales volume

OR
Vishwam Ltd. provide the following information: 15
Sales —Rs. 1,60,000
Fixed Cost —Rs. 6,00,000
Variable Cost —Rs. 64,000
Calculate:
Profit Volume Ratio.

Break Even Point.
The sales required to earn a profit of Rs.6,00,000.
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4)  The amount of profit when sales is Rs. 10,00,000.

5)  The Margin of Safety if total sales are Rs. 12,50,000.

6) The Margin of Safety if Profit is Rs. 12,00,000

7)  If selling price and variable cost is increase by 20% and 10% respectively, then
calculate new Profit Volume Ratio and new Break Even Point.

Q-5. Bata Ltd.Co. investigates two proposals for new investment. Information about 15
the proposal are as under:
Particulars Proposal — A Proposal - B
Cash expenses (Rs.) Rs. 60,000 Rs. 75,000
Scrap value Zero Zero
Expected life 4 years S years
Depreciation Straight line method |Straight line method
Corporate tax 50% 50%
Return on investment 10% 10%

Inflows before depreciation and tax:

Year Proposal- A (Rs.) Proposal- B (Rs.)
1 18,000 21,000
2 21,000 24,000
3 24,000 27,000
4 33,000 33,000
5 — 30,000

On the basis of financial point of view, which proposal will you select by using
different methods mentioned below:

1)  Net present value method

2)  Profitability index method

3)  Discounted pay-back period method

Present value of Rs.1 on the discount rate of 10% is under:

Year 1 2 3 4 5
Present value | 0.909 0.826 0.751 0.683 0.621
OR
Q-5. A toy manufacturer produces 60,000 units at 60% of its production capacity. 15

An average profit of Rs.3 is earned by selling a toy at Rs. 15 per unit.
The cost per unit is as follows:

Direct material.........cccoevveevieriieniieieeeene, Rs. 4

Direct Labour .......ccccevevviiiiiinienieiieiccicee Rs. 1

Factory overhead...........cccoocvveviiiiiiiieinenen, Rs. 6 (50% Fixed)

Sales overhead...........ccooeveiiiiiiiiiiiii Rs. 1 (25% variable)

They are eager to produce the same number of production during the current year.
But expect,

1)  Their fixed cost will increase by 10%
2)  The direct labour rate will increase by 20%
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3)  The price of direct material will increase by 5%

4)  There will be no increase in the selling price.
Under these circumstances, they receive an order for an additional 20% capacity,
what amount would you recommend as minimum price per unit to accept an order
that guarantees a gross profit of Rs. 1,83,500? Assume fixed costs are recovered
from existing production.

Q-6. Write short note (any four) 20
1)  Time value of money.
2)  Provision of Company Act 2013 in respect of Corporate social responsibility.
3)  Systematic risk and unsystematic risk.
4)  Cost of Retained Earnings.
5)  Make or buy decision.
6) Importance of Capital Budgeting.
7)  Factors affecting on product pricing.
8)  Features and application of differential costing.
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