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IN Sl- RUC’ 1- 1 o NS :
a. It-sa closed boo!< exam

b. All quesLlons arc coIn})ulsol')'.

c. Val'I~is 1-or c:ach clucsT.it)n are given in the parenthesis.
d. Calculators are aljowed. No exchange of calculators is perluittcd.

QI. (1 +3=3 marks, 1 *1 = 4 marks) (CO 1, Ii'I- I.evcl II & III)
a) IdentifIv the accoLlntilrg conccpts. principals or conventions that havc been applied/\ ic>laLcd in llle
1-oli o\\ 1119 slluaLl011s:

I. A retail chain switches i-rom FII:O to Weighted AveraQe method for inventor\' valuatit)Ii onI\ ill a

>’cal- ol- rising prices.
2. A consultancy firm’s rcputation and cmploycc expertise are its key strengths. These cannot be shown
in the balance sheet and a!'c cxcludcd

3. A l;ll'gc listcd COIn})any with annual turnover of ?3,000 crore decides not to disclc)sc a ? 1 lakh
contllrgclrt llabilil)’ t-h)Ill it consulncr case.

b ) A business reports the foIIo\\'ing:
Assets ? 15.00.000: 1.iabilitics = ?9.00.000: 1-:quity - ? 6.00.000

I-raIrsact ions during Lhc \ car
p 1)aid creditors ?2.00.000
• Purchascd ill vcntor\,' worth ? 1.50.000 on credit

• Sold goods cosli ng ? 1 .00.000 for 1l .40.00(J on credit
• Machincl-y \\'ortlr 15.00.000 purchased. paid ?3.0(>.000 cash and balance on crcrlit

Show the cli-ect of thcs;c transactions on the accounting equation and the new values t)t' /\>;sets.

Liabilities. and Equity aticr these transactions.
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..\clclition a1 Information :

! Opcning & Closing Inventor)’ of Finished Goods are Rs. 30000 & Rs. 20000 rcspcctivel)
2 Ra\v Material consumed is Rs. 40000
I I.abor cost is Rs. 30000

'i I'-actory Overheads is Rs. 20000

5 Operating Expenses are Rs. 25000 (including Rs. 5000 for Dcpl-cciation & Anrorti>'cation)
6 Net Other Income is Rs. 6000

' Tlltcl'cst paid is Rs. 7000
8 '1-ax O: 30% of PBT

a) (-onstruct thc above functional profit & loss statement witlr thc help ot'additional inf-ol-lnati011

provided.
b ) llccomnrcnd areas ol-ilnprovemcnt.

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

You are a tinancial analyst comparing the performance of Maruti Suzuki India 1.td. and -l'ata Motors

1.td, in the Indian Automobile sector. The following ratios for the past tllrcc }’cars are givcn. along
\\ ith industry benchmarks
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a) I':valuatc thc short-term liquidity position of Mal-uti Suzuki and Tata Motors using the Current
Ratio and Cash Ratio. Which company is in a stronger position. and ho\\' do they conrparc with the
industry avcragc?

b ) /\llai} /c the Inventory l-ul'novcl' Ratio and Asset -l'urnovcr Ratio t'or both companies and
tlcLcl'llrinc wllich conrpan)’ is managing its resources nrol'c c11icictILl\
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c) C''onlpare the solvclrcy of Maruti Suzuki and '1-ata Motors and assess which compan\' cat’rics
higher tlnancial risk? Justify your ansu'cr with data.

d) Lis;ing the Gross Prolil Margin. Return on Equity. and EPS, examine which company dclivcrs
stronger prontabilit)’ and better returns to shareholders, across the years.

Q+. (+-r3+3= 10 nrarks) (CO 3, B’I' Level IV and V)

('qst} l"lo\\) fj:9 in OFeral ing /\9tiyi,li.cs .ot-l--:psi lon _I...tg 41IdC jamjp_a_.LLql zlrqbclo\\’ I
Rs. Crores

Epsilon Lid.- [ Galnnla I.id
I

Cash From Operating Activities
I)rolit Before Tax

'\(ljustlnents for non-cash and non-operating items
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You are required to:
a) I)etcl-nlinc rclc\'ant cash Ilo\v ratios of both the firms to assess which Hrm is in a better IIOSilitrn t,)

run its business and meet its obligations \\’ith its current cash no\\. witht>ut clibrupliolr t::' its : ICti\ :I ;,'
AnaI)/c and pro\idc lllc i.ustiiications t-or the same

b) I':xanr inc the capital expenditure cover of bc)th tirnls and evaluate thc growth alrd c.\});iii sit)n
as I)ccts

c) (;anrlna l_td, has accounting proflts betbre tax that are 28.5% Irighcr tha11 those CIf- llllsil,)II I,ld. }itIL

Galnnra-s cash no\\' fi'on1 operating activitics is 82.3% higher than Epsilon 1.td. Anal\'/c L Iic rcas011s

for this gap.


