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Answer the following. Each Question carries equal marks
1. (a) Write Note on different methods of Depreciation?
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(03x10=30)

(b) On January 2010 the firm purchase machinery worth Rs.100000 and has 10 year life with scrap
Value of Rs.5000. Assuming that annual depreciation to be 10% p.a. Show the machinery A/C and
Depreciation A/C for 5 years under Straight Line Method and Diminishing Balance Method.

2. (a) Briefly explain the difference between cash flow and funds flow statements?
(b) Prepare a statement of changes in working capital from the following balance sheets.

Liabilities 2014 2015 Assets 2014 2015
Equity Capital 500000 500000 Fixed Assets 600000 700000
Debentures 370000 450000 Long-Term Investments 200000 100000
Tax Payable 77000 43000 Stock 80000 90000
Creditors 96000 192000 Work-in-Progress 150000 225000
Interest Payable 37000 45000 Debtors 70000 140000
Dividend Payable 50000 35000 Cash 30000 10000

1130000 1265000 1130000 1265000

3. (a) Explain the importance and Limitations of financial statement analysis?
(b) From the following data Calculate i. Current Ratio, ii. Liquidity Ratio and iii. Absolute Liquid Ratio.
Creditors Rs.8000, Bills Payable Rs.2000, Provision for Tax Rs.3500, Cash Rs.1000, Debtors Rs.6000,
Bills Receivables Rs.2000, Stock Rs.17500 and Prepaid Expenses Rs.500.

ALL THE BEST
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