MITTAL COMMERCE CLASSES INTERMEDIATE - MOCK TEST

(GI-1, GI-2, GI-3, GI-4, VI-1 & SI-1)

DATE: 13.09.2019 MAXIMUM MARKS : 100 TIMING: 3% Hours

PAPER: FM + ECO

SECTION - A

Q. No. 1 is compulsory.
Candidates are also required to answer any four questions
from the remaining five questions.

In case, any candidate answers extra question(s)/sub-question(s) over and
above the required number, then only the requisite number of questions top
answered in the answer book shall be valued and subsequent extra question(s)
answered shall be ignored.

Working Notes should form part of the respective answer.

Question 1:

(a) From the following data related to a company, you are required to prepare
Balance Sheet as at 31st March, 2017:
Current ratio 1.75
Liquid ratio 1.25
Stock turnover ratio (closing stock) 6 times
Gross profit ratio 20%
Debt Collection period 2 months
Reserve to capital ratio 0.6

Fixed assets turnover ratio (on cost of goods sold) 1.2

Capital gearing ratio 0.625
Fixed assets to net worth 1.26
Sales for the year Rs. 15 lakhs
(7 Marks)
(b) Determine the market price of equity shares of ZEROX Ltd. from the following
information:
Earnings of the Company Rs. 10,00,000
Dividend paid Rs. 6,00,000
Number of shares outstanding 2,00,000
Price earning ratio 8
Rate of Return on Investment 15%
Are you satisfied with the current dividend policy of the firm? If not, what should
be the optimal dividend payout ratio? Use Walter’s Model.
(6 Marks)
(c) M/s. Navya Corporation has a capital structure of 40% debt and 60% equity. The

company is presently considering several alternative investment proposals costing
less than Rs. 20 lakhs. The corporation always raises the required funds without
disturbing its present debt equity ratio.

The cost of raising the debt and equity are as under:

Project cost Cost of debt
(before tax)

Cost of equity

Upto Rs. 2 lakhs 10% 12%
Above Rs. 2 lakhs & upto to Rs. 5 lakhs 11% 13%
Above Rs. 5 lakhs & upto Rs. 10 lakhs 12% 14%
Above Rs. 10 lakhs & upto Rs. 20 lakhs 13% 14.5%

Assuming the tax rate at 50%, CALCULATE:
(i) Cost of capital of two projects X and Y whose fund requirements are Rs.
6.5 lakhs and Rs. 14 lakhs respectively.
(i) If a project is expected to give after tax return of 10%, DETERMINE under
what conditions it would be acceptable?
(7 Marks)
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Question 2:
Meena Limited plans to manufacture and sell 400 units of a domestic appliance per
month at a price of Rs. 600 each. The ratio of costs to selling price are as follows:

% of Selling Price
Raw Materials 30%
Packing Materials 10%
Direct Labour 15%
Direct Expense 5%

Fixed overheads are estimated at Rs. 4,32,000 per annum.
The following norms are maintained for inventory management:

Raw Materials 30 days
Packing Materials 15 days
Finished Goods 200 units
Work-in-Progress 7 days

Additional Informations:

(1) Credit sales represent 80% of total sales and the dealers enjoy 30 working days
credit. Balance 20% are cash sales.

(2) Creditors for all kind materials allow 21 working days credit for payment.

(3) Lag in payment of overheads and expenses is 15 working days.

(4) Contingency reserve requirements to be 12% of net working capital.

(5) Working days in a year are taken as 300 for budgeting purpose.

(6) Packing material is incurred on completion of goods and part of cost of goods
sold.

(7) Material put in beginning and wages and overhead accrue evenly.

Prepare a working capital requirement forecast for the budget year.

(10 Marks)

Question 3:

ABC Limited is considering an investment proposed to install a new machine. The project
will cost Rs. 50,000 and will have a life of 5 years and no salvage value. The company’s
tax rate is 50% and no investment allowance is allowed. The firm uses straight line
method of depreciation. The estimated net Income before depreciation and tax from the
proposed investment proposal are as follows:

Year Net Income before Depreciation & Tax
Rs.
1 10,000
2 11,000
3 14,000
4 15,000
5 25,000
Compute the following:
1. Pay-back period
2. Average rate of return
3. Net Present Value at 10% discount rate.
4 Profitability index at 10% discount rate.
Year PV Factors at 10% Year PV Factors at 10%
1 0.909 3 0.751
2 0.826 4 0.683
5 0.621
(10 Marks)
Question 4:

Sundaram Ltd. discounts its cash flows at 16% and is in the tax bracket of 35%. For the
acquisition of a machinery worth Rs. 10,00,000, it has two options - either to acquire
the asset by taking a bank loan @ 15% p.a. repayable in 5 yearly installments of Rs.
2,00,000 each plus interest or to lease the asset at yearly rentals of Rs. 3,34,000 for five
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(5) years. In both the cases, the installment is payable at the end of the year.
Depreciation is to be applied at the rate of 15% using ‘written down value’ (WDV)
method. You are required to advise which of the financing options is to be exercised and
why. Ignore Capital Gain Tax.

Year 1 2 3 4 5
P.V factor @16% 0.862 0.743 0.641 0.552 0.476
(10 Marks)

Question 5:

A firm has sales of Rs. 75,00,000 variable cost is 56% and fixed cost is Rs. 6,00,000. It

has a debt of Rs. 45,00,000 at 9% and equity of Rs. 55,00,000.

(i) What is the firm’s ROI?

(i) Does it have favourable finance?

(iii) If the firm belongs to an industry whose capital turnover is 3, does it have a high
or low capital turnover?

(iv) What are the operating, financial and combined leverages of the firm?

(v) If the sales is increased by 10% by what percentage EBIT will increase?

(vi) At what level of sales the EBT of the firm will be equal to zero?

(vii)  If EBIT increases by 20%, by what percentage EBT will increase?

(10 Marks)

Question 6.
(a) DESCRIBE Bridge Finance.

(3 Marks)
(b) STATE Virtual Banking? DISCUSS its advantages.

(4 Marks)
(c) EXPLAIN Concentration Banking.

(3 Marks)

SECTION - B
Q. No. 7 is compulsory.
Answer any three from the rest.

In case, any candidate answers extra question(s)/sub-question(s) over and
above the required number, then only the requisite number of questions top
answered in the answer book shall be valued and subsequent extra question(s)
answered shall be ignored.

Working Notes should form part of the respective answer.

Question 7:

(a) =1 IRl 3 & AT AT BT TN FHR 0T B
(i) BH A T BH B §RT 4o HagH
(ii) ISR BHIAT TR Fdhel BNe] IS

(i)  Wae AN W LG =] SAQ

IS ®. H

() | I IRBR DI BH B gRT faap! 300
(i) | ®H A gRT famr 1500
(iii) | gRIR BT BH B gRT faep! 1350
(iv) | B9 A &7 Cfh H gead 200
(v) | ®9 B T 3ifod ih 140
(vi) | B9 B &1 IRfA® b 130
(vii) | BH A ERT Y 270
(viii) | ST BH EIRT 9T 3T B 375
(ix) | ReR GSll &7 SUART 720
(x) | B9 A B BT Il 300
(5 Marks)
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(b)  ST@ faRIvar wR mRa = oxg # uAF @ affama X g &1 aftfa o |
(i) gell U= Wi-Fi icasd
(i) T I & AT FSh

(iii) UTH
(3 Marks)
(c) AT @ gEeAT wes B aftfa o |
(2 Marks)
Question 8:
(@) Ufome o949 ®I JATURVT B T B | UTqHd I & GHd IRV RAT 57
(3 Marks)
(b) yaifed fafm g R yomed @ oaid fhd gaR fafama <) fuiRa fear Simar 287
(2 Marks)
(c) R fagafa & @ aref 27
(3 Marks)
(d) AT fawerar w1 aRarivd & |
(2 Marks)
Question 9:
(a) Red 7+t @1 8?2 IR Rd §6 gRT UwIfRd Srer &9 Rd &9 &7 7o o |
HCH (5. fafera #) 7 s 2018 &Y
gReETed § HR¥l 15428.40
RBI & <11 §<d STHT 4596.18
RBI & ST 31T STHT 183.30
(3 Marks)
(b) SART SIaeell H dIoiR RATATHRUT ATSTAT B RIT YADBT 57
(3 Marks)
(c) 3T T GREAT BT AT TeBTE & w7 § a4l f[IaR & 2 |
(2 Marks)
(d) =9 BT BRI BT G DB TP HE B Y H WL BN |
(2 Marks)
Question 10:
(a) JMIDH! AT Hec MMaTIHAT 7T 87 T8 fhd ISR ATIR B THTfIT HRI?
(3 Marks)
(b) ST BT gRAINT &Y | TS ST AT | S RIT HEId 27
(3 Mark)
(c) TR AG—T TR DI WL P |
(2 Mark)

(d) W< B P FF BR The BT 9Rd B BT TeT Had dIoTR TSl o8 I Feford 87
(2 Mark)
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Question 11:
(a) feq MR HRAT (WTO) &1 UHE SR T 2?2 Y s |aidd dergad g’ (MFN) 4
T A &7

(3 Mark)

(b) facer e faer (FDI) &1 aRIfd o | RT SRAT fAaRTeier sreferaven # fager e
foder (FDI) & el § <7 db <d |

(3 Mark)
(c) TS AT 3[AATE b SR T B I BT ATRT? TR B |

(2 Mark)
(d) URIEUT BN G 0T BT T YA BT Ifa I IMEa qdha DI &TRT B 27

(2 Mark)

**k*x
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