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IN STR UC’I- IONS :

a. It's a closed book exam

b. All questions are compulsory.

c. Marks i’or each question are given in the parenthesis.
d. Calculators arc allowed. No exchange of calculators is permitted.

Ql. (li3=3 marks, 1 #4=4 marks) (CO 1, BT Level II & III)
a) IdentiI\’ the accounting concepts. principals or conventions that have been applied/violaLcd ill the
foIIo\villg siLuati011s?

i . An I'I- serviccs lir11r sjgns a ?50 crore, 3-year contract \with a client. I-hc entire contract amc)Llnl is

recorded as rcvcnLiL' in this )'car's books of accounts. Ho\\’ever. out of this. the client pays c)nl) ?30
crore upi Font, n’iIb the rcnraining amount to be paid in annual installments linked to project lnilcstoncs
In the coIning )'ea i's.

2. 'i-hc ,)\\'11cr ofa s,',lc ;)rcJprictorship \viLhdra\\'s ?5 lakh from business funds to pay for his daughter's
u cddlng. 'I-he accountant records this as "business expense

3. A company has an ongoing lawsuit. The lawyer believes there is 80% chance of losing the cas;c.

with an expected payout of ? 15 crore. 'rhe colnpany records a provision and sets aside t-uil < 15 crc>re

for the expected loss.

e b) lllustratc the cfl-cct of the foIIo\ving transactions on the accounting equation:
I . Sold goods costing (2.00.000 for an amount of 13.20.000, out of which half sales is in cash and llalt
on credit
2. Paid ?40.000 salaries

3. Dividend declared and later paid in cash ?5.000.
4. O\vllcr withdrew' ? 1.50.000 f-or personal use.

Q2. (7+1 = 8 marks) (CO 2 and BT I.cvcl V)
The following is a partial list ol’account balances of'Orbit trading ( P) Itd . for the )'car cncicd March 3 :
2025

Account
Sales Revenue

Sales returns and allo\vanccs
ai;al-Mitill on sales

i Cash discounts on salcs

Amount (Rs.
8050000
450000
250000
85000



Purchases

Purchase returns and allowances
I)urchasc discounts

tici) Ii dial ion
iiftic;sm
Selling & distribution exPenses

at:iiie me
l;inance cost

'Fax (@30% of PB

1-he beginning and ending inventories were Rs. 320000 and Rs. 440000 respectively.

a) llstilnatc Gross Profit, I:BITDA, 1:BI’F. PB’I- and PA’I- of the Incrchandizing firm.
b) 1 Ic has set a target of 25% net profit margin. Evaluate the fir:n's performance against this target.

Q3. (3+4+4+4 = 15 Marks) (CO 3, BT Level IV and V)

You are a financial analyst comparing the performance of HUI, and ITC L.td. in the Indian FMCG
sector. 'I-he following ratios for the past three years are given. air)ng with the industry benchmarks.

Company
i Itil
ITC

iii-Ti-

11-(

IIU 1 .
i-1-(

iTtJ I
ITd:

I-IOL

ITC

IIi,Fl

ItC
il tj L
Il-(T

H UL.

ITC

iIOL
ITd

Ratio 2024--25

1 .65

2.0 1

11.2

6.7

o.1 g

0.10

11.2

15.6

7.9

5.2

46.8

78.3

26.–5

17.1

14.6

26.4

1 .22

1.48

Current Ratio

Receivable

Turnover Ratio

Debt-F.quit)’ Ratio

EPS (Rs.)

Inventory Turnover
Ratio

Interest Coverage
Ratio

Net Profit Margin
(%)

Return on Equity
(%)

Quick Ratio

a) 'l'hc CFO of ITC stated in the annual report: '' Our nrnr fs better positioned than peers to nleel
short -term obligations. ” As a financial analyst, critically evaluate this claim by comparing the
relevant ratios across the two companies for the past three years. and with reference to industry
benchmarks.

b) You are asked to provide the board of directors with an assessment of how efficiently HUL and
ITC manage their assets.

c) During the annual general meeting, HUL's management highlighted its “higher solvency arId
ability to cover debt ob [tEal ions conlfbrt ably. ” Do you agree with this statement? Analyze of the two
conrpanies’ solvency using the given data.

2050000
I o6doo
45000
336oo
1166oo
420000
220000

35000

e

Industry Avg (2024–25)2022–23

1 .84

1 .90

9.8

6.6

o.12

0.12

2023–24

1 .72

] .96

10.5

6.3

d. 1 d

0.09

9.8

14.2

7.4

5.6

44.5

74.5

26.1

16.3

13.8

25.6

1.30

1 .44

1.80

9.1

0.30

13.0

6.8

4.8

40.7

72.1

25.7

15.0

11.9

23.2

1.41

1.39

6.0

25

16

e

20

1.30
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d) The Chai rIn an of 11 til. dcclared: "Ol.Ir st ro rIg pl'oli I nlclrgins provide sllpet'ior vclllle t//7(/ I'etllrlr /o
share Ilo 1 der.s colllpclred to i’rc . ” l":valuate this statement using the ratios provided.

Q4. (++2+3= 10 marks) (CO 3, B’l' I,cvcl IV and V)

You ha\c been given cxcerI)is from thc casll no\v statements of two Iron and Steel castilrg
named Iron Works Ltd. and llalEn-lcr Co. Ltdcom pan below

Rs. Crores
Iron Works Ltd
127.5

136.75

m1 Flo\v Statement
Profit Before Tax

eratinq Profit
x:int iiI;IIi;I-r–I'iIi;–cMItIl
Accounts Rcceivablcs
Advance Received

Ti–cams avm
I'axcs

\'ct C'clsh Ilo\v tlperctling clctivities (A)

Ilamlnir Co.Ltd
191.25

1 99.5

20.5
19

27

(3.25)
200 . 00 220.0C

\ C:as}I Flo\\’ frc)Ill investing ,!ctlvities (B)
('LISll l"lo\r fi'onr finuncitlg (lcli\’it ies (C)

Net increase or decrease in cash and cash equivalents
('\) ,’ (B) " (C)

(:aCh and cAsh iquivilcnts at tAb t;e£illiillg oft he year

ml=;iiMmTIMimm

( 12.00)
15.00

203.00

( 1 8.00)
1 1 .00

213.00
j

89.00

292.00

75.00

-2-88.oi)

0lhcr llifOI'nlatitJll {iis. Crores)
\ c' I bIll c.\

1)rc;fit 13cf\Irc i-al
i>roiil A l-tcl tax

Current l'iabilit ics

Interest paid on borro\\'ed

I l’urchase of 1)PE

650

127.i
1 02

45

(6.00
( Ii.ddi

8+5

19]

153

65

( 14

(18

25

00 )

UU )

funds

a) Dctcl'ln inc relevant cash flo\v ratios of both firms to assess which firm is in a better position to rlln
its busil less and Ineel its obligations \\’ith its current cash flow. without disruption o!' its acti\itics.
Alrai) ze and provide the justifications for the same.

b) Examine the capital expenditure cover of both linus and evaluate their ability to t'ullil gro\\ th aIIa
expansion needs.

c) Hammer Co. Ltd has accounting profits before tax that are 50% higher than those o t' Iron \vt)rks
Ltd. respectively. Ho\vevcr. its cash and cash equivalents at the end of the year are ?4 crorcs less

than tlrosc of Iron \\’orks I,Ld. Analyze the possible rcason l’or this gap.


