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XLRI JAMSHEDPUR – AFM I 
Mid-Term, Time: 90 Minutes, Total Marks: 20, Month: Aug 2016 

 
NAME: _________________________________    ROLL # ___________ 
 

INSTRUCTIONS 

This is a closed book examination. However, every students is allowed to carry a cheat sheet i.e. 

one A4 size sheet of hand written Information. You are not allowed to borrow books, sheet, 

calculators, etc. Answer all questions. Marks in brackets at the start of each section indicate the 

marks assigned for that section. In case of multiple-choice questions, you are required to mark 

(tick) the most appropriate choice in the question paper itself and also work out the solution (or 

give reasonable explanation) in the blank space provided below or on the other side of the page. 

Anyone who resorts to unfair practices, as judged by the examiner, the minimum penalty will be 

zero in this segment of evaluation, while the maximum penalty could be expulsion from the 

institute. There will be no further warnings. 

 
================================================================================ 

Peer Evaluation: Within Batch 

THE INFORMATION GIVEN BELOW WILL BE KEPT CONFIDENTIAL 

(You can pick a name of any student or mention his / her roll number)  

In my view, __________________________ (mention the name OR roll number of one student) 
and _________________________ in the complete batch helped in better learning of the course 

  

================================================================================ 

Peer Evaluation: Within Groups 

THE INFORMATION GIVEN BELOW WILL BE KEPT CONFIDENTIAL 

Your Group No. ___________ OR Allocated Company Annual Report _____________ 

Excluding yourself, give names / roll numbers of just two group members whom you believe have 
contributed the most for your continues assignment write up, discussion, and preparation 
(including analysis, etc.): ____________________________ and 
_________________________________  

 

================================================================================ 

SECTION I: FROM YOUR CONTINUOUS ASSIGNMENT 

(Total: 4 Marks, Each Correct Answer +1 mark, Each Wrong Answer –½ mark) 

 

Mention the specific names of the following key stakeholders for your allocated company:  

Your allocated company is _____________________________________________ 

1. Your company’s promoter/CEO is _______________________________________  

2. One of the bankers of your company is __________________________________ 

3. Using accounting figures, mention any two intelligent HRM based metric for your company  

__________________________________________________________________________
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__________________________________________________________________________

__________________________________________________________________________ 

4. “My allocated company (as part of group-assignments) uses the LLP route of derisking itself 
and yet ensuring upside to itself” Do you agree with this sentence? Yes / No;  

Defend your answer to the question # 4 above ___________________________________ 

_________________________________________________________________________ 

_________________________________________________________________________ 

_________________________________________________________________________ 

_________________________________________________________________________ 

 
SECTION II: FILL IN THE BLANKS 

(Total: 4 Marks, Each Correct Answer +½ mark, Each Wrong Answer –½ mark) 

1. Going concern concept assumes that the entity has neither the intention nor the need to 
________________   

2. The bankers/lenders of Kingfisher Airlines believe that Vijay Mallya’s way of doing things 
makes them feel that __________________________ accounting concept is an accounting 
fiction, as the law is also unwilling to accept the distinction. 

3. Historically, the moving away of business entities from closed one-time ventures to Bank 
of Scotland/East India Company/General Motors type of enterprises, necessitated this 
___________________ concept 

4. ___________________ accounting concept is not to ensure artificially smoothening 
income, reducing profits in good years & the other way around; making it difficult to 
understand the entity’s performance.  

5. ___________________ can be considered to be the longest-lived non-current asset & 
found in almost all of your allocated company for continuous assignments.  

6. ___________________ (item) can be considered to be the key difference in the accounts 
listed in the balance sheet of merchandising companies versus service companies.  

7. Current India’s roadmap to convergence with IFRS is not applicable to ________________ 
(industry/sector)  

8. ___________________ (industry/sector) business entities will have the maximum 
contingent liabilities on account of outstanding foreign exchange and such contracts.  

 

SECTION III: MULTIPLE CHOICE QUESTIONS 

(Total: 6 Marks, Each Correct Answer +½ mark, Each Wrong Answer –½ mark) 

1. In accounting, from Chanakya’s Arthasastra times to modern era (after say, Lehman 
Brothers) times suggest on importance of an approach of ethics that:  

A. Emphasizes an individual’s character as the key element of ethical thinking 
B. Emphasizes on comprehensive rules about the acts themselves (deontology) 
C. Emphasizes on focusing on rules consequences (consequentialism) 
D. All of the above 

Reason: ________________________________________________________________________ 

________________________________________________________________________________ 
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2. Professionalism arrived late in accounting due to:  

A. Lack of sociogram to sustain the profession  

B. Lack of agreement on the monetary measurement concept 
C. Lack of organized economic activity to sustain the profession  
D. None of the above 

Reason: ________________________________________________________________________  

________________________________________________________________________________ 

3. Purposes of accounting information is:  

A. Capital maintenance 
B. Score keeping  
C. Both (a) and (b) 
D. None of the above 

Reason: _________________________________________________________________________ 

________________________________________________________________________________ 

4. Which one of the following will you agree to as an illustration of unconditional 
conservatism:  

A. Impairment of fixed assets 
B. Impairment of inventory  
C. Both (a) and (b) 
D. Provision for doubtful debt 

Reason: _________________________________________________________________________ 

________________________________________________________________________________ 

5. Among others a company had the following items in its balance sheet – (i) trade payables; 

(ii) trade receivables; (iii) fixed assets. Which of the following combined trends might 
indicate very dangerous signals in the balance sheet:  

A. Consistent decrease in proportion of (i) along with consistent increase in proportions 
of (ii) and (iii)  

B. Consistent increase in (i) and (iii) along with consistent decrease in (ii)  
C. Consistent increase in (iii) along with consistent decrease in (i) and (ii)  
D. Can’t say 

Reason: _________________________________________________________________________ 

________________________________________________________________________________ 

6. A buyer of a company cannot decide on its valuation based on balance sheet due to 
incomplete picture of the business due to:  

A. Exclusion of non-financial assets 
B. Accounting concept Gong concern basis 
C. All of the above 
D. None of the above 

Reason: _________________________________________________________________________ 

________________________________________________________________________________ 
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Case: Habib’s Hair & Beauty (Jamshedpur) Pvt. Ltd. 

 

Habib’s Hair & Beauty (Jamshedpur) began its operations on April 1, 20X4 with 4 employees (3 
Male and 1 Female). The company’s bank account with SBI (XLRI) showed a balance of Rs. 9,000, 
on March 31, 20X5, which was in agreement with the bank statement received on the same date. 
Habib had Rs. 600 in cash, in the saloon and Rs. 400 worth cheques received from customers. 

 

On March 31, accounts receivable outstanding amounted to Rs. 30,000 (from a corporate client). 
Company also had Rs. 3,000 worth promissory notes signed by another of their corporate 
customer. Dekh-Ke-Roya, an employee had drawn salary advance, which was outstanding in the 
amount of Rs. 600. Habib owed Rs. 36,000 to Ayur Beauty Products as of March 31, 20X5. 

 

Habib’s purchased designer furniture & electronic durables during the year, costing Rs. 320,000. 

They owed Rs. 200,000 to Dhandapani Finance at the end of the year on account of furniture & 
electronic durables bought. The obligation was supported by hire purchase agreement for 
payment at the rate of Rs. 5,000 per month. Depreciation was provided as Rs. 64,000 for the first 
year. Hair styling equipment inventory amounted to Rs. 1,300. Due to an entry of a new Chinese 
player in the furniture & electronic durables market, by the end of the year, there were suppliers 
willing to offer similar furniture and related items for a cost of Rs 160,000. 

 

Company had rented on a 30 years lease a shop space at Rs. 10,000 a year in the Beldih Club. 
Because of the weak real estate markets, Habib could sublet a new premise of similar quality and 
similar area for a maximum of Rs. 5,000 a year. On April 1, 20X4, when Habib started operations, 
they had paid first two years’, rent in advance. 

 

On March 31, 20X5, Habib’s purchased a generator for saloon use costing Rs. 10,000. Prepaid 
insurance cost amounted to Rs. 800. During the year, the Habib purchased stationary and office 
supplies costing Rs. 1,100 from Mansukhlal & Sons. The use of stationary and supplies during the 
year was estimated at Rs. 800. The company had a small room to store the material needed for its 
beauty and parlor activities. The store was filled on 5 occasions with Rs 12,000 worth of material 
each. On March 31, the stores book revealed that Rs 54,000 worth of material had been used 
during the year.  

 

Habib’s paid employees salary on the last day of each month. Bonus for the employees was due in 
the amount of Rs. 5,300 per employee relating to last financial year (20X4-X5) and will be paid 
along with first salary in financial year 20X5-06.  

 

It is known that the service tax rate applicable on beauty treatments was 10% whereas there was 

no service tax applicable on hair styling. Habib’s revenue structure was split equally between 
beauty treatments and hair styling.  

 

The owners of Habib, Ms. Shabana originally invested Rs. 60,000. Net income for financial year 
20X4-X5 was Rs. 20,800. Drawings by the owners during the year amounted to Rs. 10,000.  

 

Below Questions (8) to (13) are all based on the above conversation.  



 

Date: 2016 5 

7. The ‘net working capital’ of Habib’s Hair & Beauty (Jamshedpur) Private Limited would be  

A. Negative 

B. Rs 55,200 
C. Positive, below Rs 30,000 
D. None of the above 

Reason: _________________________________________________________________________ 

________________________________________________________________________________ 

8. The Networth of Habib’s Hair & Beauty (Jamshedpur) Private Limited would be  

A. Negative 
B. Positive, above Rs 70,900 
C. Positive, below Rs 70,850 
D. None of the above 

Reason: _________________________________________________________________________ 

________________________________________________________________________________ 

9. The Cash Balance of Habib’s Hair & Beauty (Jamshedpur) Private Limited would be  

A. Negative 
B. Positive, above Rs 700 
C. Positive, below Rs 700 
D. Can’t say 

Reason: _________________________________________________________________________ 

________________________________________________________________________________ 

10. The Net Block of Habib’s Hair & Beauty (Jamshedpur) Private Limited would be  

A. Negative 

B. Positive, above Rs 267,000 
C. Positive, below Rs 265,000 
D. None of the above 

Reason: _________________________________________________________________________ 

________________________________________________________________________________ 

11. If for the financial year 20X4-X5, Habib’s Hair & Beauty (Jamshedpur) Private Limited had 
paid a total service tax of Rs 20,000 then gross sales of Habib would be  

A. Between Rs 4.5 Lakhs and Rs 9 Lakhs 
B. Between Rs 9 Lakhs and Rs 18 Lakhs 
C. Less than Rs 3.5 Lakhs 
D. None of the above 

Reason: ________________________________________________________________________ 

________________________________________________________________________________ 

12. The following is correct for the financial year 20X4-X5 in Habib’s Hair & Beauty 
(Jamshedpur): 

A. Retained earnings > Loans & Advances 
B. Retained earnings > Inventory  
C. Retained earnings > Accounts Payable 
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D. Retained earnings > Accounts Receivable 

Reason: ________________________________________________________________________ 

_______________________________________________________________________________ 

SECTION IV 

(Total: 6 Marks, Each Correct Answer +½ mark, Each Wrong Answer –½ mark) 

Ram Traders: Balance Sheet    
 

Ram decides to start a business in the local vegetable market of Jamshedpur. The case below is 
completely based on your roll number (Z being the last three digits of your roll number) and day 
of birth (Y) as per your records.  
 

 Example 1: If your roll number is HR16008 and Date of Birth is 22-Jun-1748 then Z will 
be ‘008’ and Y will be ‘22’. 

 Example 2: If your roll number is HR16023 and Date of Birth is 29-Feb.-2008 then Z will 
be ‘023’ and Y will be ‘29’. 

 Example 3: If your roll number is HR16209 and Date of Birth is 01-Dec-1899 then Z will 
be ‘209’ and Y will be ‘01’. 

 
We provide the transactions and events against each date for Ram Traders below. You are 
required to prepare the position statement of the organization.  
 

 Date 1-June Ram starts a trading entity (Ram Traders) with capital Rs "2Z+1" Thousand 

 Date 1-June  Ram Traders borrows Rs "Y+1" Thousand from Ms. Champa (interest will be 

   at Simple Interest @ 12% p.a. payable at end of the month) 

 Date 2-June Ram takes on hire a "small shop" (i.e., shed or gmooty) in Sakchi Sabji  

   Bazaar (i.e., local vegetable market) on a daily rent of Rs "Z+1" per day  

   deposit of Rs "Z+1" hundred) 

 Date 2-June Ram purchases "Y+1" Bags of Red Chillies (i.e., Lal Mirchi) from Pappu at  

   the rate of Rs "Z+1" per Kilogram (remember 1 red Chilli bag = 20 Kgs) 

 Date 5-June Ram purchases "Z+1" Bags of Green Chillies (i.e., Hari Mirchi) on Credit  

   from Laddu at the rate of Rs "Y+1" per Kilogram (remember 1 green Chilli  

   bag = 40 Kgs) 

 Date 6-June Ram spends Rs 1,000 on sales promotion (such as pamphlets,   

   advertisement on local cable network) 

 Date 7-June Ram Childhood Classmate Akella Veera Venkata Vijayawada 

Sitaramanjaneyula Rajasekhara Yarlagadda Venkata Samba Siva Rao, Tennis Superstar Ms. 

Sania Mirza, IPL Dada Shri Lalit Modi, Badminton Champion Ms. Saina Nehwal, Prime Minister 

Shri Narendra Modi, Bollywood King Shri Shah Rukh Khan, Chennai-based Indian Super Star 

Shri Rajinikanth, Bollywood Beauty Ms Anushka Sharma, Delhi Tiger Shri Virat Kohli, Indian 

National Congress President Ms Sonia Gandhi, XL General Secretary Shri Abhijit Roy and 

Puratchi Thalaivi Amma Jayalaitha Jayaram jointly launch a massive campaign to promote the 
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health benefits of eating Chilli along with International YOGA DAY (as part of Healthy India 

Campaign using funds from the Government Budget Allocation)  

 Every day Ram Traders sells large amounts of Green Chillies and Red Chillies. Due to the high 

Demand Ram starts Rationing of Chilli and selling only 1 Kg per customer. 

 Date 13-June Ram Traders CEO Ram while watching “F” TV channel, comes to know of a 

   new combo flavor (some kind of mixture prepared by using both red &  

   green chilly) being more popular seasoning these days. Hence the trading 

   entity lends 1 kilo each of red & green chilly to his mother-in-law for doing 

   research to identify the exact mix in this new combo flavor. 

 Date 19-June Ram completes reading a book titled "Thought Leaders for the Future  

   Generation" by Harvard Guru Pankaj Ghemawat. He decides to re-write the 

   book in Maithili, Hindi and the local tribal language i.e., Santhali 

 Date 23-June A customer hits Ram with a Stone (on some petty argument). Ram is  

   injured. Ram Trader’s employee Raju puts 1 Kilogram of green Chilli on the 

   customer’s eyes. Finally, both settle the matter and become good friends by 

   hiring each other. 

 Date 24-June Ram sells 80% of the purchased Red Chilli at an average price of Rs 50 per 

   Kg. He sells 90% of the purchased Green Chilli at a average price of Rs 50  

   per Kg 

 Date 25-June Ram’s wife turns sweet sixteen. He celebrates his wife's Birthday. He gifts 

   her 1 Kg of Green Chilli and 1 Kgs of Red Chilli. His wife goes ecstatic. 

 Date 26-June  Due to high volatility in Chilli prices, Ram gets heart attack. Based on  

   Medical advice from Dr. T K Banerjee, Ram decides to close the shop for the 

   next one week.  

 Date 30-June Ram Traders pays up the interest to Ms Champa (if any). In return, Ms  

   Champa gives Ram a Get Well Soon Greeting Card. 

 Date 30-June Ram knows that his employee Raju has to collect this month’s salary of Rs. 

   1,000. He finds Raju to be absent that day. Ram decides to pay him on the 

   next working day. 

 Date 30-June Ram Traders purchases shop furniture worth Rs “Y + 1” hundred on credit 

   from M/s Arunachal Green Plywood. Delivery of furniture is done on the  

   same day. Ram promises to make payment in 21 days. 

 Date 30-June Ram decides to compute the three financial statements. Ram Traders  

   provides for 40% income tax (proportionate-basis) based on the prevalent 

   taxation norms. 

 

Based on the details above, please prepare the financial position as on 30th June. Please fill the 

question marked portion: 

Ram Traders Balance Sheet as on 30th June (all figures in Rs.) 

Assets  Liabilities and Owner’s Equity 

Cash ? Payables  
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Inventory  Loan  

Prepaid Rent  Provisions ? 

Total Current Assets ? Total Liabilities ? 

  Capital  

Fixed Assets  Profit ? 

Total Fixed Assets  Total Owner’s Equity  

Total Assets  Total Liabilities and Owners Equity ? 

 
Please fill the question marked portion: 

 
Ram Traders Profit & Loss Account for the Period 1st to 30th June  

(all figures in Rs.) 

Horizontal Format 

Cost of Goods Sold  Sales Net ? 

Gross Profit  Other Income  

    

Depreciation Expense  Gross Profit ? 

Other Operating Expense    

Operating Profit ?   

    

Interest Expense ? Operating Profit  

Profit Before Tax    

    

Income Tax Provision ? Profit Before Tax  

Net Profit After Tax    

    

Withdrawals (OR Dividends)  Profit After Tax  

Retained Earnings ?   

 

Space to do your rough work: 

  



 

Date: 2016 9 

 


