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Discuss the objectives of the financia reporting and the relevance of general-purpose report for
external users. Discuss' Relevance’ and “Reliability” as primary qualities of financial reporting information
with help of suitable examples. Do you think that general purpose report is an ideal solution in company’s
financial reporting? (6+6+6.75)

Following are the information extracted from the books of M/s RJT Ltd., for the year ended 31% March
2019.

1. Gross profit is 3/7" of the cost of goods sold. COGSamounted to Rs. 8, 92,500.

2. Wages for the current year amounted to Rs. 3, 62,500. It includes an amount of Rs 2,700, which is

outstanding for the current year.

Dividend paid during the year Rs. 20,500 (includes dividend paid to preference shareholders Rs.

5,000.)

Bank loan repaid during the year Rs. 3,25,000 (included the current year interest of Rs. 25,000)

Office and selling expenses paid during the year Rs. 53,000.

Previous year outstanding interest on loan paid Rs. 9,500.

Closing inventory was more than opening inventory by Rs. 23,000.

Amount paid to trade payables Rs. 5,90,000.

Tax paid during the year amounted to Rs, 87,000. (Provision for taxation as on 31% March 2019, Rs.

43,000)

10.Investments of Rs. 8,25,000 sold during the year at a profit of Rs. 20,000.

11.Equipmentwith alist price of Rs. 80,000, purchased at a cash discount of 7%

12.Trade payables on 31% March 2018 exceed the balance on 31% March 2019 by Rs. 19,000.

13.Depreciation on fixed assets amounts to Rs. 65,000.

14.Pant and machinery purchased at a cost of Rs. 1,80,000 and paid Rs. 10,600 for the installation of
the machinery.

15.Company sold goods for cash only and the cash and cash equivalents on 31% March 2018 and 2019
are Rs. 2, 00,000 and Rs.6,07,500 respectively.
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Prepare cash flow statement for the year ended 31% March 2019 using dir ect method.



a) The following are the details of a spare part of Shyam Mills: -

1% Feb2020 Opening inventory 60 units @ Rs. 25 per unit
Purchases 120 units @ Rs. 30 per unit

15" Feb 2020 Issued for consumption 70 units

2™ Mar 2020 Purchases 220 units @ Rs. 38 per unit

13" Mar 2020 Issued for consumption 90 units

19" Mar 2020 Issued for consumption 105 units

23"“Mar 2020 Purchases 50 units @ Rs. 40 per unit

28" Mar 2020 Issued for consumption 85 units

Find out the value of the inventory on 31% March 2020 if the company follows First
inFirst Out basis. If the net realizable value on that date is Rs.38.50 per unit, what would
be the value of the closing stock as per LCM? (20)

b) Swan Ltd. started construction of abuilding for its own use. On 1% April 2019 the following
costs are incurred.

Purchase price of the land Rs. 4,50,00,000
Stamp duty Rs.  2,00,000
Direct labour cost (for 11 months) Rs. 33,00,000
Site preparation cost Rs.  4,80,000
Materias for construction Rs. 2,85,00,000
Over heads directly related to construction Rs. 70,00,000
General administrative over heads Rs. 53,00,000
Consultant’s fees related to construction Rs. 22,00,000
Relocation of staff to new building Rs. 18,00,000
Opening ceremony expenses Rs. 12,00,000
Plant and machinery purchased Rs. 2,30,00,000

The building took 10 months for construction. The overhead related to construction
includes an abnormal cost of Rs. 8,00,000 and the materials worth Rs. 4,00,000 was
spoiled and wasted during the construction. Calculate the cost of the building that will
be included in tangible non-current asset. (8.75)

4 What are the different asset valuation and income determination models? Which model is the most appropriate
in the present accounting environment and why? (12+6.75)

5. “Accounting Standards are something less than the law but more than the professiona guidelines’ —
Elaborate this statement indicating the importance and the procedure for formulating accounting
standards in India. (10+8.75)



6. Thefollowing information is obtained from the financial statements of a company

Equity & Liabilities Amount in (Rs.) Assets Amount in (Rs.)
Share capital (Rs.25 each) 6,25,000 Fixed assets 13,20,000
Reserves & Surplus 3,00,000 Inventories 2,45,000
Long term debt 3,25,000 Trade receivables 2,26,000
Short term borrowings 1,35,000 Cash & cash equivalents 94,000
Trade Payables 3,75,000
Other current liabilities 1,25,000

18,85,000 18,85,000
Revenue from operation 34,00,000
Cost of goods sold 20,10,000
Sdes and administrative
expenses 1,05,000
Interest on long term debt

1,57,000

Non-operating expenses 1,52,500
Tax @ 30%
Market price per share 125

Calculate the following ratios, analyse and comment on the financial position of the company.

a) Current ratio

b) Debt equity ratio

C) Interest coverage ratio
d) Proprietary ratio

e) Net profit ratio

f) Return on capital employed

g) Earnings per share
h) Priceearningsratio
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