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	Semester: I-Feb 2025
Maximum Marks: 50                  Examination: End Sem Exam                         Date:  23/2/2025              
Duration:1.5hrs / 2.5hrs                       

	Program code: 18
Program- MBA for WE 

	Class: FY
	Semester:  I
Batch 4 (2024-25)

	College:  K. J. Somaiya Institute of Management
	Name of the department/Section/Center: Finance & Law


	Course Code:                 
	Name of the Course:   Financial & Cost Analysis


	Instructions: Solve any 5 questions
                       All questions carry the same marks.
                       Working notes should be part of the answer.     


	




	Question No.
	
	 Max.
Marks

	1
	
Nike, Inc., a global leader in athletic footwear and apparel, is expanding its product line to include advanced sustainable sports gear. To attract potential investors and assess its financial health, Nike's finance team must present an updated balance sheet analysis.
Below are key items (in millions of INR) from Nike's balance sheet:
	Cash
	2291.1
	Inventory
	2357

	Accounts Receivable

	2,883.9
	Income tax payable
	86.3

	Common Stock
	2874.2
	Equipment
	1957.7

	Notes Payable
	342.9
	Retained earnings
	5818.9

	Building
	3759.9
	Accounts payable
	2815.8

	Mortgage Payable
	1311.5
	
	



Nike’s CEO is curious about its current financial position and reliance on debt versus equity financing as it strategizes its growth. As the CFO’s financial analyst, you are tasked with the following:
· Classify each item listed above as an asset, liability, and stockholders' equity.
· Calculate the total amount for each classification.
· Based on your calculations, evaluate how much Nike relies on debt financing versus equity financing.



	
10

	
2

	(a) Alto Limited bought a building for 30 million used for office purposes. Due to fall in the real estate prices in the area, the company ascertains that the current market price of the same has dropped to 23 million. At what value should the building be shown in the company's books of accounts? Also, state the accounting principle involved. 

(b) Write short notes on any Two-
· Revenue recognition concept
· Type of costs
· Separate Entity Concept

	5
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	3
	(a) Suppose these selected condensed data are taken from recent balance sheets of Bob Evans Farms (in thousands).
	
	2024
	2023

	Cash
	13606
	7669

	Accounts Receivable
	23045
	19951

	Inventory
	31087
	31345

	Other current assets
	12522
	11909

	Total Current Liabilities
	245805
	326203


Compute the current ratio for each year and comment on your results.

(b) The following data were taken from Imhoff Company's income statements.
	
	2024
	2023

	Sales Revenue
	6420000
	6240000

	Opening Inventory
	960000
	840000

	Purchases
	4840000
	4661000

	Ending Inventory
	1020000
	960000



Compute for each year (a) the inventory turnover and (b) days in inventory. What conclusions concerning inventory management can be drawn from these data?
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	4
	A company, Anthony Ltd. is one of the leading firms in its industry. It has a good track record of sales growth and profits. An investor would like to invest in this company and is looking forward to your suggestions based on the table's ratio analysis below. 

comment on the standing of the company vis-à-vis industry averages. Also, suggest which key ratios should be evaluated before investing in this company. 	
	 
	  S.No.
	                    Ratio
	    Anthony Ltd.
	Industry Average

	1.
	Current Ratio
	3.81
	2.7

	2.
	Acid Test Ratio
	1.1
	1.5

	3.
	Debt Equity Ratio
	.57
	2.1

	4.
	Debt Service Coverage Ratio
	1.5
	2.2

	5.
	Return on Equity
	18.5%
	16.8%

	6.
	Net Profit Margin
	13%
	16%

	7.
	Debtors Turnover 
	11.1
	12.1

	8.
	Price Earnings Ratio
	9.7
	8.8
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	5
	
Electric Industries Limited specialises in the manufacture of small capacity motors. The cost structure of a motor is as follows:

	Direct material
	Rs 100

	Direct labour
	Rs. 160

	Variable expenses
	Rs. 120



Its total fixed costs are Rs 4,80,000; the selling price of the motor is Rs 460.

· Determine the number of motors that are to be produced and sold in a year to break even.
· Determine the number of motors that are to be made and sold to make a profit of Rs 2.0 lakh before taxes, 
· To make a profit after tax ( PAT) of Rs 1.95 lakh, assuming a tax rate of 35 percent.
· If the sale price is reduced by Rs 30 each, how many motors need to be sold to break even?
· What is the margin of safety available to the corporate firm, assuming that no change in the data inputs in the current year had occurred as compared to the previous year when it had sold 9,000 units?
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	6
	
Eppes Plating Company plans to sell 120,000 units of a specific product line in 2008 for INR 6. There are 10,000 units of the product in the inventory on January 1, 2008, and the inventory is to be increased 20% during the year.
		Two types of materials are used to make the product. Four units of Material A, each costing 30 cents, are required for each unit of product, and two units of Material B, each costing 40 cents, are needed for each unit of product. On January 1, 2008, there were 10,000 units of Material A in inventory and 5,000 units of Material B. Plans for 2024 indicate that 12,000 units of Material A and 6,000 units of Material B will be in the inventory on December 31.
		Each product unit can be produced in 15 minutes of direct labor time. Direct labor is paid at the rate of INR 8.00 an hour. The variable manufacturing overhead varies at the rate of INR  0.50 per direct labor hour, and the fixed manufacturing overhead for the year is estimated at INR 140,000. 
			Required:
		(A)  Prepare a production budget for 2024.
		(B)  Prepare a materials purchases budget for 2024.
		(C)  Prepare a labor cost budget for 2024.
		(D)  Prepare a budget for manufacturing overhead for 2024.
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