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Cash Flow Statement
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Format: 1- Direct method
" Cash from Operating activities (under direct method)

Particulars { Amount | Amount

A) Cash collection from customers and sales: i {
Sales revenue Lo :
Increase in Sundry debtors/Account receivable and bills receivable
Decrease in Sundry debtors/Account receivable and bills receivable
Bad debts recovered ........
Bad debts written off .................. .
Increase in provision for bad debts AT S TR PR
Decrease in provision for bad debts S R S
Increase in provision for discount on debtors ... ‘
Decrease in provision for discount on debtors...........cco.eevvenee

Disceunt allowed XXX
B) Cash paid to creditors/ suppliers: i

Cost of goods sold including direct wages...........ccovccueseuesvusciins MR ML ri s R e i

Discount received from suppliers |

D CTERS B IO NI S IOk IV O T Oy i s s siratsasbbis abosases srosshosinsatbmsatostinrsssnss opesicseiihosetspvetsl [

Decrease in closing steck/ inventory.

Increases in Sundry creditors/ accounts payable and bills payable .... s ‘

Decrease in Sundry creditors/ accounts payable and bills payable.............ueercevmecsiessnnsisnins | {xxx)| (xxx)
C) Cash paid for operating expenses: i f

Salaries (xxx)|

Rent and rates B (oxx),

INSUFGNCE PIEMIUM....vreerneerereceerre . (xxx)|

Other operating expenses (Office & selling overheads except depreciation, amortization and | ;

capiialiossiie s [ (o)

Increase in outstanding expenses.............. 5 ' XXX

Decrease in outstanding expenses..... (xxx)!

Increase in prepaid/ advance expenses..... k- (oxx),|

Decrease in prepaid/ advance expenses x| (xx)
D) Cash paid for interest and tax: ?

Interest paid

Tax paid

Increase in interest and tax payable :

Decrease in interest and tax payable.. ' | (xxx)
E) Cash from other operating income and extra items: j !

COMMISSION FBCRIVEU..vvvvveuciuuiresiisssisssssnsnseseasssssssansssisssssssssssssssssssssssssmssssessssssssassssssssssssasssassessss { XXX|

Rent received...... s b tosinsnsossssikioreess b Cinls ida odresaosos 1 XXXi XXX
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Note: ()  (xxx) indicates cash outflow and xxx indicates cash inflow.
(i))  Interest on investment and dividend received can be dealt in investing activities as they are generated
from investment. They are also recorded on operating activities. In this book it is treated on investing
ctivities

a i
(iii)  Compensation received:
For Stock- Operating activities
For fixed Assets- Investing activities
(iv) _ Short term investment also treated as investing activities.

Format: 2~ Direct method
Cash from operating activities (Under direct method)

Particulars Amount | Amount
Cash collected from customers:
Net sales XXX
Add: Opening sundry debtors X
Opening bills receivable XXX
Opening accounts receivable XXX
Closing provision for doubtful debt XXX
Closing provision for discount on debtors XXX
Bad debt recovered XXX XXX
XX
Less: Closing sundry debtors XXX
Closing bills receivable XXX
Closing accounts receivable XXX
Opening provision for doubtful debt XXX
Opening provision for discount on debtors XXX
Bad debts written off XXX
Discount allowed XXX XXX
Cash collection from customers and sales (A) XXX
Cash paid to suppliers/creditors:
Cost of goods sold (opening stock + Purchases - Closing stock) or merchandise purchase......... XXX
Add: Opening sundry creditors = XXX
Opening bills payable : XXX
Opening accounts payable ... XXX
Closing inventory XXX XXX
XXX
Less: Closing sundry creditors X
Closing bills payable . XX
DA I O O e oottt e vt ooizio XXX
Closing accounts payable XXX
Discount received XXX XXX
Cash paid to suppliers / creditors (B) XXX
Cash paid to employees and other cash operating expenses:
Operating expenses (like wage and salary, rent and rates, insurance premium, office and seiling | . XXX
DO S 0 ) i a XXX
Add: Closing prepaid expenses..... XXX
Opening outstanding expenses XXX XXX
XXX
Less: Opening prepaid expenses... XXX
Closing outstanding expenses ............... XXX
Cash paid to employees and for other expenses (C) XXX
Cash paid for interest and tax:
" Interestexpenses LR XXX
Provision for taxation ...........ecuseeresssssmssnsssssssssassonsnses XXX
Add: Closing prepaid interest and tax XXX
Opening outstanding INBrBStAN BAX i cssssssiisesstisssosssseriormssiosirssssimsessessistasssteBlitessessssesnsssssmasstat XXX x|
XXX
Less: Opening prepaid interest and tax XXX
Closing outstanding interest and tax XXX XXX
Cash pald for interest and tax (D) XXX
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Add: Cash from other operating income
Rent received ; XXX
Interest received XXX
Dividend received XXX
Compensation received XX
Opening rent, Interest, Dividend receivable XXX
Closing rent, Interest, Dividend receivable ) s
Cash from other operating income (E) XXX
Cash flow from extra ordinary item:
Opening bank overdraft and short term loan XXX
Closing short term investment/ Marketable security XXX XXX
Less: Closing bank overdraft and short term loan XXX
Opening short term investment/Marketable security XXX XXX
Cash flow from extra ordinary item (F) XXX
Cash flow from Operating activities (A-B-C-D+E%F) XXX
Format: 3- Indirect method
Cash from Operating activities (under indirect method)
Particulars Amount | Amount
Net profit for the year XXX
Add: Non-operating expenses and non cash item:
Depreciation on fixed assets XXX
Loss on sales of fixed assets X
Loss on sales of long term investment X
Goodwill/ patent right/ trademark copyright etc. written off X
Preliminary expenses/ Underwriting commission/ broker commission etc. written off ............c......... X
Transfer to any reserve and surplus fund X
Discount on issue of Shares and Debentures written off. XX
Premium on redemption of Preference share capital and Debenture XXX XXX
Total X
Less: Non operating incomes:
Appreciation of fixed assets (xxx)
Profit on sales of fixed assets .. (xxx)
Profit on sales of long term investment (Xxx)
Rent received/ compensation received/ Share transfer fees received etc. (o)
LTSI RSN o Ao A e e M LSRR e o (xxx)
Profit on revaluation of any fixed assets (xxx)
Discount on redemption of Preference share capital and Debenture (xxx)
Interest on investment (x0x) (xxx)
Funds from operation + 0
Working capital adjustment (except cash and bank balance):
Increase in Sundry debtors/ account receivable and bills receivable (oxx)
Decrease in Sundry debtors/ account receivable and bills receivable XX
Increase in Sundry creditors/ account payable and bills payable X
Decrease in Sundry creditors/ account payable and bills payable (xoxx)
Increase in closing stock/ inventory 3 (r0cx)
Decrease in closing stock/ inventory X
Increase in provision for bad debts or discount on debtors XX
Decrease in provision for bad debts or discount on debtors (xxx)
Increase in prepaid/ advance expenses (o)
Decrease in prepaid/ advance expenses XXx
Increase in outstanding expenses : 0
Decrease in outstanding expenses (00x)
Increase in short term loan/ bank overdraft XXX| -
Decrease in short term loan/ bank overdraft .... (xxx)
Increase in short term investment / marketable securities (xxx)
Decrease in short term investment / marketable securities XXX
Increase in interest receivable (xxx)
Decrease in interest receivable XX
Cash flow from Operating activities XX




FoE oE fazor G4
l Note: (xxx) indicates cash outflow and xxx indicates cash inflow j

Following things should be considered while preparing cash flow statement:
*  Incomes are always added *  Expenses are deducted i.c. written inside the bracket
*  Decrease in assets are added * Increase in assets are deducted
«  Increase in liabilities are added  *  Decrease in liabilities are deducted

Following are the extracted Balance sheet item:

i Opening Closing
Sundry debrtors (§ross).....eeuresrueuseusensn: Rs.1,00,000 Rs.80,000
Bills receivable.....cveveerersnressncsuesenaenas Rs.1,50,000 Rs.2,00,000
Provision for bad debts......ccccrverivinneinnnns Rs.20,000 Rs.30,000
Provision for diSCOUNT......cceveeeveisuesieraenns Rs.65,000 Rs.40,000
Sales revenue during the year ) Rs.1,60,000
Bad debts recovered Rs.5,000
Required: Cash collection from customers and sales.
Solution: . Cash Collection from customers and sales
Particulars Amount
GBS TBVEIIUB......vvvssesessesssessessesasssssssasssssssssssssssssassssesEssssessas obaLEARLS 130 ARRRRSHSARLER 0001 0RRSSEERLRR 00RO S 1,60,000
Decrease in sundry debtors 20,000
Increase in bills receivable (50,000)
Increase in provision for bad debts 10,000
DECrease in ProvSION fOr GISCOUNE .....ovuimuvvesssesssirsessssssssssssssmsssssss s s s (25,000)
Bad debts recovered 5,000
Cash sales and collection from customers|  1,20,000

Calculate cash paid to creditors/suppliers from the following information:

Last year Current year
INVENTOTY ceovveircuernrensssnsssessssssasisnsnsnsasssnss 75,000 1,20,000
CreditOrS s el e Sisacsinrioastasasevas 20,000 30,000
Bills payable ......oevurvinermncnisinesienisiisninee 15,000 7,000
Accounts payable.......oeueiniininniniininiinisnnes 30,000 45,000
Discount received from supplier....ccoueececncicieiscienninneeeniinceens Rs.25,000
Cost of goods sold during the year ......cooouviuriirussssunissinenss Rs.2,70,000
Solution: Cash paid to suppliers
Particulars Amount
Cost of goods sold Secerparasinavsentissesbesssonsossispssisustbeas R eSS RS SRS S nene (2,70,000)
Increase in inventory (45,000)
[TYCTBASE I CTEUILOTS «.vvveesesssssersesssessessssssssassssssssssssssssesssstssssss kAR 5ERRRRE SRR R AR 10000 10,000
O L L ——————EE (8,000)
INCIEASE IN ACCOUNLS PAYADIE ..vvvveresssssrsrssssssssssiostissssssssmsssssasssss st s s bt 15,000
Discount received 25,000
Cash payable to suppliers| (2,73,000)
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Calculate the cash paid to employees and other expenses:

Last year Current year
g R T L 10,000 15,000
Ourstanding salary ...........coccevmmmrrrrro, 5,000 13,000
Prepaid insurance ., it i, 15,000 8,000
Operating expenses during the year:
i e S e R o e SIS NP e Rs.45,000
LE T R TR R AN SR P L e Rs.54,000
O s il e o s i S = Rs.18,000
s AL A SRS BRI o R Rs.42,000
Salling Sxpefiinss.... O ol LR o e S Rs.36,000
Solution: : Cash paid to employees and other operating expenses B
e LR st Al e
Particulars | _Amount
Salary paid....... | (45,000)
Rent paid .. | (54,000)
Insurance (18,000)
Ll T Pt T MR e I e (42,000)
Selling expenses (36,000)
Prepaid rent increased by (5,000)
QLT TS T R R A o O 8,000
Prepaid insurance decreased by.... 5 7,000
Cash payable to workers and for other operating expenses| (1,85,000)
From the following information, calculate cash paid for interest and tax.
Year 2060 Year 2061
IntcreSipayalilen. 5 Bt inn T 22,000 30,000
R rOVISTIOMITO T taxss foth, o o e sl (e 15,000 8,000
Interest expenses during the year...............covveeeevommvvesooovo Rs.50,000
Tax provision during the year.............oooocccommmmmmrrooo Rs.20,000
Solution: Calculation of cash paid for interest and tax
Particulars N & e S, |_Amount
R e R R S R A SRS (50,000)
Provision for tax it i Mt ol (20,000)
B RS OO DY e sttt obimmeniom e oo A 8,000
Tax payable decreased by ....... (7,000)
Cash pald for interest and tax| (69,000)

Following are the Balance sheet items:

Year 2064 Year 2065
T e O S 50,000 60,000
R AE IR BOTES o7y anesvasiosossbsssnasionsiosns 40,000 25,000
S R R 10,000 20,000
RESREERIE . o 40,000 55,000
Sundpry (18144 F110) ST RS0 1y e oo e Ser e 60,000 1,00,000
Outstanding expenses........u..unrrrvornon . 80,000 50,000
BB expieinises ...ttt .o 15,000 5,000
e T TS 5 8,000 3,000

Cash and bank balance......oomrr.n..nnn. 70,000 90,000
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Additional information:

i) Net profit during the year ......ccoeeveuecurecrirennns Rs.1,20,000
ii) Depreciation during the year.......coocveunrnsineeiees Rs.30,000
iii) Provision for axation........c.coseeeereeinie Rs.40,000
V) G IRED B TOCETVE e ciussanspoumarsits b tistyireinsin Rs.10,000
iv) Profit on sale of fixed assets Rs.15,000
v)  Loss on sale of investment......ccocoinurenennns Rs.20,000
Required: Calculate cash flow from Operating activities under indirect method.
Solution: Cash flow from Operating activities (Indirect method)
Particulars Amount
Net profit for the year 1,20,000
Add: Non operating expenses and non cash items:
Goodwill written off 3 : 5,000
Depreciation 30,000
Provision for taxation....... 40,000
Loss on sale of investment 20,000 95,000
Less: Non operating income: Profit on sale of fixed assets 15,000

Funds from operation before tax paid| 2,00,000

Less: Income Tax paid (40,000)
1,60,000
Working capital adjustment (except cash and bank balance): {
INVENLOTY INCTEASEA DY ..vvvvrerissnnsrersssmssssssissesnssessssssssssises | (10,000)
Sundry debtors decreased by ..........cc.cummimmmiinisasinnns 15,000
Bills receivable increased by : ‘ (10,000)
Bills payable inCreased DY .........ccuwessusmssssesssssssssssmissnssssssss X II 15,000
Sundry creditors increased by .........cuwereevimmnssesssensssns 7 | 40,000
Outstanding expenses decreased by.... | (30,000)
Prepaid expenses decreased by ............cumnnississisen b | 10,000
Cash flow from operating activities| 1,90,000
Note: + Cash and bank balance is not mentioned in operating activities.
+ Since tax provision is not given, tax provision for the year is equal to tax paid assumed
Income statement for the year ended 2065: % G 8 S s
Particulars s ST S e e L A | Amount
Sales. : i T 150,000
Less: Cost of goods sold DA Ao e Loy 0 e e | 80,000
Gross profit 70,000
Less: Indirect expenses:
DIBPIECIALON 1reeseesesseresccsssssssssssssasssssssssssissssssessasssssssssssssssssasassssssssisss s sassssssssissnsasesssussusninsses 20,000
Interest paid .12,000
Selling expenses 8,000
Loss on sale of fixed assets ................ e A L afonerss el 10,000 50,000
Net profiti 20,000

A e .k I IR RV © Year 2064 | Year2065 _
Cash balance A T SR SR PR e [ 75,000 | 1,00,000
BIllS TECEIVADIR. . .vevvversessseresssssescessssassssssssssssssssssssssssssasssssssssbaaR AR SRR 801000 i 50,000 | 30,000
Bills payable i AL Gy | 30,000 | 80,000
CIOSING SIOCK wovovvvuseserassssssnsrmsssmmsissssssssssmsssssssssssssssssssssssssssssssssss s - 1 1,00,000 | 1,650,000
Preliminary expenses St s i 50,000 i 45,000
GOOAWIl .1 ervveseereseresssssssssasesssssssssssssssssssssssssasssssesssesssss sseREERR ISR SIS SEES 0 SLRRR RS RRLR SRR RS 00000 | 1,00,000 | 90,000
Accrued expenses...... S R e A R '; 50,000 | 60,000

Required: Cash flow from operating activities by using indirect method
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Solution: Cash flow from operating activities (Indirect method) s
Particulars Amount
for the year. 20,000
Add: :::.mnﬂng cy&nm and non cash items:
Goodwill written off 10,000
Depreciation 20,000
Preliminary expenses written off 5,000
Loss on sale of fixed assets 10,000 45,000
Funds from operation 65,000
Working capital adjustment (except cash and bank balance):
Bills receivable decreased by 20,000
Bills payable increased by...... 50,000
Stock increased by (50,000)
Accrued expenses increased by : 10,000
Cash flow from operating activities 95,000
Income statement at the end of Year-II:
Sales 25,00,000
Less: Cost of goods sold 15,00,000
Gross profit| 10,00,000
Add: Discount received from suppliers 20,000
Profit on sales of fixed assets 10,000
Discount on redemption on Debenture 5,000 35,000
| 10,35,000
Less: Wages and salary....................... 3,00,000
Insurance premium 35,000
Depreciation on fixed assets 1,60,000
Interest 40,000
Premium on redemption of Preference share capital.... 15,000 5,50,000
Net profitl  4,85,000
Following are the balance sheet items of Year-I and Year-1I:
Particular Year-] Year-ll
T e R A TR S T R S N R 10,000 15,000
Sundry debtors 1,00,000 ( 2,00,000
Account receivables 1,30,000 90,000
Closing stock 1,00,000 50,000
Sundry creditors 80,000 1,50,000
et S TR R - R R 1,50,000 | 1,20,000
Outstanding interest 9,000 5,000
Outstanding wages and salary ............... 30,000 45,000
Prepaid insurance Rl R N 50,000 60,000
Cash at bank 25,000 75,000

Required: Cash flow from operating activities under: (a) Direct method (b) Indirect method

Solution: (a) Calculation of Cash flow from operating activities (Direct method)
Particulars Amount Amount
A.  Cash collection from customers and sales:
Sales 25,00,000
R Y OIS RICTBIOUDY i e amsisisossssiiomsosmmememmrtc oot (1,00,000)
Account receivable decreased by 40,000 24,40,000
Add: B. Cash payable to suppliers: Cost of goods sold ... (15,00,000)
Decrease in closing stock........... 50,000
Increase in sundry creditors . 70,000
Decrease in accounts payable (30,000)
Discount received from suppliers 20,000}  (13,80,000)
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Add: C. Cash paid for other operating expenses:
Wages and salary (3,00,000)
Insurance premium (35,000)
Outstanding wages and salary increased by. 15,000
Prepaid insurance increased by (10,000) (3,30,000)
Add: D. Cash pald for interest and tax: Interest paid (40,000)
Outstanding interest decreased by. (4,000) (44,000)
Cash flow from operating activities 6,76,000
(b) Calculation of Cash flow from Operating activities (Indirect method)
Particular Amount
Net profit for the year. 4,85,000
Add: Non operating expenses and non cash item;
Depreciation on fixed assets 1,60,000
Premium on redemption of Preference share capital 15,000 1,75,000
6,60,000
Less: Non operating incomes: Profit on sales of fixed assets 10,000
Discount on redemption on debenture 5,000 15,000
6,45,000
Add: Working capital adjustment: (except cash and bank balance)
Sundry debtors increased by (1,00,000)
Account receivable dBCreaSEA DY ...........i.cscmrasssssenssmmsssnssessesasssssasssssssssssssassssosssssssssasssssssssssassaasses 40,000
Closing stock decreased by ] 50,000
Sundry creditors increased by 70,000
Accounts payable decreased by (30,000)
Outstanding interest decreased by (4,000)
Outstanding wages and salary increased by 15,000
Prepaid insurance increased by (10,000)
Cash flow from operating activities 6,76,000

lllustration - 8
The Trading and profit and loss account of a Company are as under:

Cr Dr
Particulars Amount |Particulars Amount
To Opening stock 60,000 |By Sales 5,00,000
To Purchase 3,00,000 {By Closing stock 1,40,000
To Wages . 80,000
To Gross profit 2,00,000 s g

4 6,40,000 6,40,000
To Office expenses 90,000 {By Gross profit 2,00,000
To Selling expenses 30,000 {By Discount received .........c.ouwumerrenersessressenees 20,000
To Discount allowed 10,000 {By Profit on sales of fixed assets..................... 25,000
To Depreciation on fixed assets...........coowuerurnne 40,000
To Preliminary expenses written off ... 8,000
To Loss on sales of fumniture ............ceevuevsieennee 12,000
To Net profit 55,000
2,45,000 2,45,000
The opening and closing balances of current assets and current liabilities are given below:
Items Opening | Closing
Inventory... 60,000 1,40,000
Account receivable 40,000 25,000
Book debts 25,000 45,000
Accrued expenses 10,000 6,000
Prepaid expenses 9,000 15,000
Sundry creditors TR A S R A e 40,000 20,000
Bills payable 10,000 25,000

Required: Cash flow from operating activities by using direct and indirect method
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Solution: Cash flow from Operating activities (Direct method) 3 s
Particulars Amount
A.  Cash collection from customers and sales:

Sales revenue 5,00,000

Discount allowed (10,000)

Account receivable decreased by 15,000

Book debts increased by - 20,000 4,85,000
B. Cash paid to suppliers :

Purchase (3,00,000)

Discount received : 20,000

Sundry creditors decreased by (20,000)

Bills payable increased by 15,000 | (2,85,000)
C. Cash paid to employees and operating expenses:

Wages (80,000)

Office expenses (80,000)

Selling expenses (30,000)

Accrued expenses decreased by . (4,000)

Prepaid expenses increased by (6,000) | (2,10,000)

Cash flow from operating activities (A+B+C)! (10,000)

Cash flow from operating activities (Indirect method)

Particulars Amount

o e T o PRt e o P AT B ) (0 T PR e A1 e B e V6 L3, ol S IR Sl 55,000
Add: Non operating expenses and non cash items:

Depreciation 40,000

Preliminary expenses written off 8,000

Loss on sales on fumiture .. : 12,000 60,000

1,15,000

Less: Non operating incomes: Profit on sales of fixed @SSLS ..........cuuuirrmrnieersnrnensierismissssssesssssssssessasenes 25,000

Funds from operation| 90,000
Working capital adjustment (except cash and bank balance):

Inventory increased by IR T PN S R sl (80,000)
Accounts receivable decreased by..........couvrernnerrnnesnniensniennns 3 S S s S, [ 15,000
BoOKIaD IS T S B Dy e it ssesstunsopsseieotBbntosssonsds astsotgh et T e | (20,000)
ACCRION GXDRNSAS I CTEASOUIDY isx: soies s sttt ST s oskissavomm b esliinssssisspiethmaisrs A st ol E ] (4,000)
Prepaid expenses increased by . : SRMERI IR RS L MRS ML | (6,000)
U R 0 R e e o A A S T O ol ot S SR s R o (20,000)
BlISIDaVEDICHNETCASEAIDY, Seah v i i TR s tasessesis s cthstssisnsss i oo iatab s Pk Tt A OOt i s 15,000

Cash flow from operating activities|  (10,000)

(-9 H’Tﬁﬁ'{iﬁﬂﬁ m oilg Udlg (Cash flow from investing activities)

Faar ft gmfag® % : Land and building, Planc and machinery, Furniture, Vehicle etc. T
AT (Investment) &I @ig farame-dr Srarwaraes w3 wumawy 1t | @i el Trear aifedr
m@r%ﬁﬁmﬁﬂm@mm@WWaﬁaﬁaﬁwl
e BRatwerT qa T e deeE b THeds

= qRfaEE 9g@T ar wear e afvomm wra g7

F) W for wnfies aqer fer awfier @fte @i T Tresr 9eg 9418 (Cash outflow) &5 1

@) 33 for wufves aegr fex awfven frt mf s T amear feft 79 (Cash inflow) &9 1

M agwfwrmﬁm-a—@mmm@ﬁ?mﬁ@tmmm@uhomﬂom@|

w) g fer wufes weE sgw fex gwfusr ATe@T (Wriken of) M T awars @7
AHTHT ST Foared HIT q61 dNED | ITYH TATETS (q&gd TIAT def SEETH -
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———______Condition T o
i) w, Aefed, iR, wartane, e i) e arem yare (Cash outflow /
¢ st sfer gfg g (1) Purchase (Application)
i) WS, A, BT, gartane, e ii) e =it garE (Cash inflow /
ST sfeEr qar (1) Sales (Source)
Format of cash flow from investing activities
Particulars Amount
Increase or purchase of plant and machinery (%xx)
Increase or purchase of fumiture and fixture (xxx)
Increase or purchase of land and building (ox)
Increase or purchase of other fixed assets (x0xx)
Increase or purchase of investment (xxx)
Decrease or sale of fumiture and fixture XXX
Decrease or sale of plant and machinery XXX
Decrease or sale of land and building XXX
Decrease or sale of other fixed assets XXX
Decrease or sale of investment...... XXX
Increase in goodwill, trade mark, patent and franchise (PUIChESE).............vveueccrieenmsnesmsnreseessenesneseenesssnseseranees (xxx)
Cash flow from investing activities + xxx
[ Note: (xxx) indicates cash outflow and xxx indicates cash inflow J
Illustration -9
Following are the information given to you:
Last year This year
Plant and Machinery.......cceceeverenvriivrennn 1,50,000 2,25,000
Land'and‘Buildings... i smas s 75,000 60,000
) F (011 o1 S Oy I ) B AR S e 1,35,000 1,20,000
Required: Cash collection from Investing activities
" Solution: Cash flow from investing activites
Particulars T Amount
Purchase of plant and machinery.........ccuvevereveerernirsirenns il (75,000)
Sale of land and building ...........cc.cc.... | 15000
S T T s s e o T R TS VR Pl E e MRS e AL N e S LI of Y 15,000
Cash ﬂow from investing activities|  (45,000)
lllustration- 10
Calculate cash flow from investing activities from the following details:
I T e S I T O S CTS e Tsettas s e it enssute as e ventoss sencobnssgence staats Rs.10,00,000
Decrease in plant and machinery.......ccooovviiininicniniiicnns Rs.6,80,000
T (8] T Lo (y o e et P i S Kol Bt S SRR Rs.5,00,000
Saleiofilive stoclsaBitn: Tt b i F e e Rs.2,00,000
0 et o1 E T T L1 e 7 I A AT Rl C et e S S Rs.1,00,000
Solution: Cash flow from investing activities € (=
Particulars ooans ) T SR S A '. _Amount
e T o T e o i R e B RS R DI e S R 1 f (10 00,000)
N L CT T e 0 e f e S e e SIS e L e S 6,80,000
Sales of investment 5,00,000
Sales of livestock... 2,00,000
Purchase of fumiture ATy i o | (1,00,000)
Cash flow from invesimg activities| _ 2,80,000




The following extract of the balance sheet items are given to you:

Items Lastyear | This year
Investment .3,00,000 4,50,000
Plant and Machinery 6,00,000 4,50,000
Land and Building 1,50,000 2,70,000
Furniture 4,50,000 2,00,000
Other information:
i)  Purchase of investment Rs.2,50,000.
i)  Plant with book value of Rs.2,20,000 was sold at a loss of Rs.20,000.
iii) Depreciation on plant for the year Rs.80,000.
iii) Purchase of land and building Rs.2,50,000.
iv) Sale of furniture Rs.2,50,000.
Required: Cash flow from Investing activities
Working Note: Investment Account
Particulars Amount |Particulars Amount
To Balance b/d 3,00,000 (By Bank Alc (Sales balancing figure)................ 1,00,000
To Bank Alc (purchase) 2,50,000 |By Balance c/d 4,50,000
5,50,000 5,50,000
Dr Plant and machinery Account Cr
Particulars Amount Particulars Amount
To Balance b/d 6,00,000 |By Depreciation for the Year.................eeseemeee 80,000
To Bank Alc (purchase balancing figure)................ 1,50,000 |By Bank A/c (Sales) 2,00,000
h By Loss on sales of plant.............cccoeeerernenne 20,000
By Balance c/d 4,50,000
7,50,000 7,50,000
Dr Land and building Account Cr
Particulars Amount |[Particulars Amount
To Balance b/d 1,50,000 By Bank Alc (Sales balancing figure) .............. 1,30,000
To Bank Alc (purchase) 2,50,000 By Balance c/d 2,70,000
4,00,000 4,00,000
Dr Furniture Account Cr
Particulars Amount [Particulars Amount
To Balance b/d 4,50,000 (By Bank A/c (Sales) 2,50,000
By Balance c/d 2,00,000
4,50,000 ; 4,50,000
Solution: Cash flow from investing activities
Particulars Amount
S 18O Y T e et D R L Ny R 1,00,000
PUrchase; OtV OIIMEIRRIIEET L4 o i s g b e e (2,50,000)
Sal0s Of DI E KRGO 2. 5. i i s S B A I ST 2,00,000
Purchase of plant and machinery (1,50,000)
Sales of (and and DO R e o e TR L 1,30,000
Purchase of land and building (2,50,000)
S al65 O U8 et e sttt e e e Gl 2,50,000
Cash flow from Investing activities 30,000
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The items of balance sheet are extracted from Mach Company Limited:

ForE o fmeon RGR

Year-1 | Year-ll

Items _
Machinery 7,00,000| 15,00,000
Investment 5,00,000 ! 2,00,000
Additional information:
a) Depreciation on machinery Rs.1,80,000
b) Machinery with a book value Rs.60,000 was sold at a profic of Rs.10,000.
c) Loss on sale of investment Rs.50,000
Required: (i) Necessary ledger accounts (i) Cash flow from investing activities
Working Note: Machinery Account i 3
Particulars Amount [Particulars * | Amount
To Balance b/d 7,00,000 |By Depreciation for the year............uuesvies I 1,80,000
To Profit on sales of machinery A/C .........eense 10,000 |By Bank A/C (Sales ) vuuuurrreusisrrrisesnsessisssnne l 70,,000
To Bank AVG (puUrchase BIF) ... 10,40,000 |By Balarice c/d | 15,00,000
17,50,000 ,17,50,000
Dr Investment Account < 500
Particulars Amount _|Particulars | Amount __
To Balance b/d 5,00,000 By Bank Alc (Salag)R i ittt s \ 1,50,000
{By Loss on sales of investment. 50,000
|BY/Balance 6.t n i 3,00,000
5,00,000 | 5,00,000
Solution: Cash flow from investing activities
Particulars | Amount
SA1ES OF MACKINETY ccvevrvresesesesssesessstsssssssssssssssssssssssssss A AR AR ; 70,000
PUTCHASE OF MACKINEIY...vvvrreeesesseesssssssissssssssessssssssssssssssssssss s A i (10,40,000)
Sales of investment A .1 150,000
Cash flow from Investing activities| _ (8,20,000)
‘
The following are the changes on the value of different assets of a company:
Particulars 'y Year1 | Year2 _
Land and Building 8,00,000| 5,00,000
Plant and Machinery 3,00,000| 4,30,000
Investment 60,000 40,000
Additional information:
a)  Building has been sold at a gain of Rs.50,000.
b) A plant with book value of Rs.30,000 has been sold at a loss of Rs.10,000.
¢) Plant purchased during the year was Rs.1,60,000.
d) Investment costing Rs.50,000 has been sold for Rs.60,000.
Required: Cash from investing activities
Working Note: Land and building Account 2o
Particulars Amount |Particulars [ Amount
To Balance bid 8,00,000 |By Bank Alc (Sales balancing figure) .............. 3,560,000
To Profit on sales of building........cccveeesinuisnesseenes 50,000 {By Balance c/d o] 5,00,000
8,50,000 8,50,000
Dt o s e Plant and Machinery Accoult __pee A N
Particulars Amount_|Particulars . 4¥Amo_lgt~
To Balance b/d 3,00,000 {By Bank A/C (Sles) .............occcercrrrrerre .| 20,000
To Bank Alc (purchase) 1,60,000 |By Loss on sales of plant 10,000
By Balance €/d...........cusesnceseiss i _11530;9304
; 3 | 4,680,000

4,60,000
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Dr Investment Account Cr
mculm Amount |Particulars Am_ount~
To Balance b/d 60,000 By Bank Alc (sales) 60,000
To Profit on sales of investment...........cuininns ;8 % By Balance c/d | 40,000
To Bank A/c (purchase B/F)........cocceeeusssesssssnsnesss A

{pur 1,00,000 1,00,000

Solution: Cash flow from investing activities
Particulars Amount
Sales of land and building 3,50,000
Sales of plant and machinery 20,000
Purchase of plant and machinery (1,60,000)
Sales of investment 60,000
Purchase of investment (30,000)
- Cash flow from investing activities 2,40,000

TRUT-3: faawrawft Brateeuae @¢ warE (Cash flow from financing activities)
fraama=ft Prarmemr el swes S’ ¢ Debenture, Bank loan, Mortgage loan and Long
term loan 3T FHHT Foore® w€o T W {Sie® S : Equity share capital, Preference share capiral
and Share premium FATAY TS | TEHT r@Ta amier Tt (Dividend paid) 9fr @arersr TS |
deferet afrer T @i $St afs W Tesr A 59 (Cash inflow) T8 W UHT TIESH
are 9aTE (Cash outflow) T2 | & T wiw s el wfy e ared vaw T | frewasd
PrardhaTere e yare wwr @ fre deeenr e faeds
A TETE (Non-Current Liabilities)
WWWWWWWWWW = MIEE® (Non current
liabilities) %5 | T@er=aa Wi Ysffe® % : Equity share capital, Preference share capital and
Share premium 958 ¥ deeia arer afiaEE W Long term loan, Bank loan, Secured loan,
Mortgage loan, Debenture 371 ‘Té@“—[l T AMATGEH GRAT T AHF IR SrawmET Prar
MW(Cashinﬂow)Tma@W(Cashoutﬂow) wmm@m@mvﬁl
mmmrmmmm%mm@mmﬁwmm
AFRTEEEH THH T THAIRT a8 AT AT ot TS et A 148 (Cash inflow) 9553 |
& T Afe 9w ader IS AYEEEH T Taa€H THTHT HH TCAT T FH qTR AT
mmm(whoumow)mlmmﬁwmmmwl
A UEEE TGRT AT T TEHT T THE T H FIOH AR 7 R0t B
%) Wmaﬁmma@aﬁmﬁﬁ?ﬁm(&shinﬂow)mn
Q) WWQ@WWWWWW(C&hOMﬂOMWIW
foreqa ®091 a1 TEETE @ |

! B T Condition Result

Ili) IR ‘Fﬁm’ q&: 'g'?f An increase in share capital (1) |i) TEH AR Ja1@ Cash inflow / issue (sources)
i) AT s{sﬁm Ffiy §3T A decrease in share capital (]) |ii) UEHT 91T T4TE Cash outflow /

!iii) a7 iy T s ELTH qﬁ; gaTAn increase in Redemption (Application)

share premium (1) iii) TGP ATAEH IA1E Cash inflow (sources)
gi") AT w9 swa iy gET Adecreasein  |iv) TTEH 9T TATE Added to net profit for the
| share premium and share forfeiture ) year
v e KRt 3’& ®aT An increase in long v) TTEH! SAT=AH A€ Cash inflow / issue or
term liabilites (1) borrowed (sources)

’vi) feefareftr aifremT HfT €aT A decrease in long vi) TEHN e TATE Cash outflow /

i term liabilities (]) Redemption or paid (Application)
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Cash flow from financing activities can be calculated in the followlng_ m:_;

Particulars ! Amount
Issue of Equity share capital (increase) s XXX
Issue of Preference Share Capital (INCTEASE) .........uuwwrrerwmmmmressesssesssssssssssssssssmssssmmsssssssssssssssssssssssssssss | XXX
Issue of Debentures and Bonds (increase) B e e e ' XXX
L0 IORHL IO Y DOETCRNT (MICEBI0) . ssiisoe isrestheoifistorsiionpenisrssiusaersonsm s ssssbessssiniupiosionsusviospess 'l XX
Increase in share premium......... T A S S, : XXX
Repayment of long term of 10an (AECrEASE) .........ucmmserermuesisssuasiimnsnssasnssssssie s sisassssssnsssssssssssssssasssies 3 (xxx)
Redemption of Debentures and Bonds (AECTEASE) ..........uururiviiisinimmnsisississsisissimmsssississsssissesssssinssenss l (xxx)
Redemption of Preference share capital (decrease) l (xxx)
Dividend paid BRI e s P (500K)
Cash flow from financing activities | Exxx
[ Note: (xxx) indicates cash outflow and xxx indicates cash inflow. ]
lllustration - 14
Calculate the financing activities from the following information:
Year 2064 (Rs.) Year 2065 (Rs.)
Equityishare capital ool i iine o s 1,50,000 2,80,000
Preference share capital ......cocevveueveceininnnne 1,80,000 80,000
Share Premitim...ciuissessssessissessernssonsssonssiasses 60,000 80,000
B by Ty AT U ok B0 b a1 S 75,000 60,000
Mortgage [0an......ccccocvimiisniacnsssasssnsessnsasacns 60,000 85,000
Dividend paid during the year.........ccovenerienncncs - 12,000
Solution: Cash flow from financing activities 8 o By
Particulars | _Amount
Issue of EQUity Share Capilal ...........ccuimmnimmsnrinimmmnssmesimnssissssisssssmssssssssssssssssssssssssssssisssssssssssissssssassssasnss | 130,000
Redemption of Preference share capital R R TN TR SO RN S DR T A s S AN l (1,00,000)
Share premium increased PR U R ey I | 20,000
Redemption of Debenture ot e sy s e | (15,000)
Mortgage loan borrowed . i ’i 25,000
Dividend paid st L e b 112000}
Cash flow from financing activities| 48,000
Calculate the financing activities from the following information:
3 Year 2068 (Rs.) Year 2069 (Rs.)
Equity share capital.....c.cccveeumnsrucrasioncraraas 1,50,000 1,80,000
* Preference share capital ........cccoonininnnnenes 1,70,000 2,70,000
Share/premitimi. S S et s 1,00,000 1,25,000
Debentures @ v e, i L s i 1,75,000 25,000
S ghpternloante R L i ety 60,000 20,000
Dividend paid during the year......ccoecveercninnnne, - 50,000
Solution: Cash flow from financing activities e
Particulars & Amount
Issue of EqUity SHare CAPItAl .......c.iurrmmmmmisssssssimmies st s st e 30,000
Issue of Preference share capital.. i > RN AW EsTNEe 3} 1,00,000
Share premium increased . 25,000
Redemption of Debenture.............. (1,50,000)
Repayment of long term loan........ o eer e R ] (40,000)
Dividend paid SEUb e OUPOUIFS L34 SRR o (ke sssnassnd OO v | (50,000)

Cash flow from financing activities|

(85,000)
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TRUT-8: QT g WaE faaRUTaT TR (Preparation of complete cash flow statement)
AT PRSI (Operating activity), SRR Srargery (Investing activity) T
faraer=t fFarem (Financing activity)  diare <wor qr Mwfy ggems et ooy ey w1y
T({W; T ST e aja SISl .ﬂm TE T 4gF wreera (Opening cash and bank balance)
SrEr tf=m e T 4% We1d (Closing cash and bank balance) =T IS Al wry o &qer
T Y€ [0 TaR § | PREs T11% g4y et fremen @@ e —

Cash flow statement under direct method:

Particulars Amount
Cash flows from operating activities XXX
Add: Cash flows from investing activities XXX
Add: Cash flows from finanCING BCHVIHES ........c.cvverrercrsurrsmsssssesssssssseseesesessssssssssessssessseesseesees s XXX
L ST T A s TN SRl R e SR XXX
Add: Opening cash and bank balance XXX
Closing cash and bank balance XXX

lllustration—~16%

Prepare Cash flow statement by showing closing cash and bank balance from the following derailed

and summarized information:

Cash flow from operating activities  Rs.5,78,000  Cash flow from investing activities  Rs.(5,85,000)
Cash flow from financing activities  Rs.1,20,000 Opening cash and bank balance . Rs.37,000
Closing cash and bank balance ~  .............. ?
Soldiion: S o <L Cashfiowstafement ' £
Particulars Amount
Cash flows from operating activities 5,78,000
Add: Cash flows from investing activities ... (5,85,000)
Add: Cash flows from finanCing @CHVIEES .......c...vo..eeereoeemrerssrnsrsssseesssesssoss oo, 1,20,000
Change in cash or cash equivalent ................ccoooovvvoero. 1,13,000
Add: Opening cash and bank balance.... 37,000
Closing cash and bank balance| 1,50,000

{llustration - 17

Prepare Cash flow statement by showing closing cash and bank balance from the following detailed

and summarized information:

Rs.3,80,250

Cash flow from operating activities  Rs.3,75,700  Cash flow from investing activities

Cash flow from financing activities Rs.(8,35,250) Opening cash and bank balance Rs.1,13,300

Closing cash and bank balance.............. ?

Sclution: Cash flow statement

Particulars Amount
Cash flows from Operating aCHVIIES...........cereeeeeeesreseeseeemmmsseessosssssesosseeesseoons 3,75,700

Add: Cash flows from investing activities 3,80,250

Add: Cash flows from finaNCiNG ACHVILES ................ccrvemumressrsmmmssssmsssnsssssssssssssssssssssesssssssosse e (8,35,250)
Change in cash or cash equivalent (79,300)

Add: Opening cash and bank balance st 1,13,300

o P e Closing cash arid bank balance| 34,000




Format: 4~ Full format of Cash flow statement (Direct method)
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Cash flow statement (under direct method)

Particulars | Amount Amount
Step-1: Cash flow from operating activities: ‘
A) Cash collection from customers and sales:

Sales revenue XXX

Increase in sundry debtors/Account receivable and bills receivable (xxx)

Decrease in Sundry debtors/Account receivable & bills receivable XXX

Bad debts recovered XXX

Bad debts written off (oex) |

Increase in provision for bad debts XXX

Decrease in provision for bad debts (xxx)

Increase in provision for discount on debtors XXX

Decrease in provision for discount on debtors (xxx)

Discount allowed (xxx) XXX
B) Cash paid to creditors/ suppliers:

Cost of goods sold excluding wages or merchandise purchase........coc..oeeuuvrevininns (xxx)‘

Discount received from suppliers A — xxx|

Incroaseiin Closing StOCK/ INYVBMIONY ... ersisissmssinissmsssissrasinssaisssssesssvasisssnsarsessasisns (xxx)|

Decrease in closing stock/ inventory XXX|

Increase in sundry creditors/ accounts payable and bills payable.............coeerveeniunnee XXX|

Decrease in sundry creditors/ accounts payable and bills payable............cccc...evvuueeee ey (m)‘ (xxx)
C) Cash paid for workers and other operating expenses: ‘

Wages and salary, bonus, alloWanCe efC. ..........umirrersmssuinsssssssssssssssssssssssns | () |

Rent and rates s s, i (oxx) |

T D T sy i Wi St s [l SN MO e ol o B (xxx)|

Other operating expenses (Office and selling overheads except depreciation and |

capital loss) S (000)|

Increase in outstanding expenses SO e AR 2 - Y | XXX|

Decrease in outstanding EXPENSES........vuumsecrurmsinssssemsmssssnssssssssssssssssessisssssssasssessess : (x|

Increase in prepaid/ advance expenses ; i (xx)|

Decrease in prepaid/ advance BXPENSES.........cc..errivisicsnmsrinssesssessssssessisnsssssses I_______ i‘xi' {xxx)
D) Cash paid for interest and tax: | f

Interest expenses | (xxx) {

Provision for taxation il (xxx) |

Increase in interest and tax payable (QUESIBNGING) c..v..vvveeeecsesivvrseesimssssnsssssnnsssers ; xxed

Decrease in interest and tax payable (outstanding) ..........cccceceene i (xxx)!

Increase in prepaid/ advance interest and tax paid .........ccccoeecvnrimecimnniiesnneninsiicnns | (xxx)

Decrease in prepaid/ advance interest and tax paid.............cmmmssssssssssinns bai” e R oo (xxx)
E) Cash from other operating income:’ 1

RO IOy O e et siassiesestinpessssnshsnssmhsssatasesssigussisess XXX

ComPeNnSation rECEIVEM ......ccuurmerrersmersresmssmmssessanssssssassssssssssassssssssssssssssnssssssssssssses XXX XXX

Step-1: Cash flow from Operating Activities (A+B+C+D+E)| ;{ XXX

Step-2: Cash flow from investing activities: ‘

Increase or purchase of plant and MAChiNery.......cc...cvviinisississmssnre i (xxx)

Increase or purchase of fumiture and fixture.... ... ..... (xxx)

Increase or purchase of land and building..........cccccoecvrvmmrmmemminimseneiness s (xxx)

Increase or purchase of other fixed assets (xxx)l

Increase or purchase of investment (Short and long term both) .......ovcvccereiiiiciianees (xxx)!

Decrease or sale of fumiture and fiXtUre........co.cnirmniiinsimems e XXX|

Decrease or sale of plant and machinery ... xxxi

Decrease or sale of land and building .........ccu..c..s XXX|

Decrease or sale of other fixed assets ................... s ol XXX|
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Decrease or sale of investment (Short and long term both) i
Interest on investment XXX
- Dividend received XXX £ Xxx
Step-3: Cash flow from financing activities:
Increase or Issue of Equity share capital XX
Increase or Issue of Preference share capital XXX
Increase or Issue of Debentures and Bonds XXX
Increase or Long term loan borrowed XXX
Increase in share premium XXX
Decrease or repayment of long term loan (xxx)
Decrease or redemption of Debentures and bonds (xxx)
Decrease or redemption of Preference share capital (xxx)
Dividend paid (xxx)
Short term loan/ bank overdraft increased XXX
Short term loan/ bank overdraft decreased : (xxx) + xx
Step-4: Change in cash or cash equivalent (step-1 +step-2+step-3) + Xxx
‘Add: Opening cash and bank balance . ‘ XXX
.. Closing cash and bank balance XXX
Particulars Amount |  Amount
Step-1: Cash flow from operating activities:
A) Cash collection from customers and sales:
Sales revenue........................ XXX
Increase in sundry debtors/Account receivable and bills receivable ................... (xxx)
Decrease in Sundry debtors/Account receivable & bills receivable AR AL opil XXX
ke sy O e R G R e XXX
Bad debts written off R s T O PR NS | AU NS oM (xxx)
Increase in provision for bad debts A AR B G T AR & XXX
Decrease in provision for bad debts ......... : (xxx)
Increase in provision for discount on debtors e S i XXX
Decrease in provision for discount on deblors.............vvoooveveooeeooooeoooeooooooooo (x_xi)
Discount allowed s T TR i S L ool e I o I S _(‘ XX) XXX
B) Cash paid to creditors/ suppliers: 1
Cost of good sold (opening stock + purchase - closing stock) or merchandise
purchase (xxx)
Discount received from suppliers | XXX
Increase in closing stock/ inventory (xxx)
Decrease in closing stock/ inventory = XX
Increase in sundry creditors/ accounts payable and bills payable........................... XXX «
Decrease in sundry creditors/ accounts payable and bills payable (xxx) (xxx)
C) Cash paid for workers and other operating expenses: =
Wages and salary (xo0x)
Rentand rates...................... (Xxx),[
Insurance premium 2 BEBS TRV o dhe DR S SRR R A (xxx)
Other operating expenses (Office and selling overheads except depreciation and
capital loss) (xxx)
Increase in outstanding EXPENSES ...............cc.covvoeerrescosvcressseeres XXX
Decrease in Outstanding @XPENSES............c..oomwvvrvssussvsercsmssssisssssesssssessssssessssnnes (xxx)
Increase in prepaid/ advance expenses 4 (xxx)
Decrease in prepaid/ advance expenses................... oo XXX] (xxx)
D) Cash paid for interest and tax: ¢
S iaract GXDOITSEE .ol SCMIRR . Sui s T (xxx) -
Provision foraxation il L iR LIl (0. ... it issssssassesisssFisssnsesi ssabe (xxx)
Increase in interest and tax payable (outstanding) T NECEORRE T R ST s e XXX|
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Decrease in interest and tax payable (QUISENGING) ........covuurverrsssieemssssssssnsesecssins (xxx)
Increase in prepaid/ advance interest and taX Paid ............c.cceeeesumuusisssresessesssinns (xxx)
Decrease in prepaid/ advance interest and tax paid XXX (xox)
E) Cash from other operating income:
Rent received XXX
Commission received XXX XXX
Step-1: Cash flow from Operating Activities (A+B + C + D +E) XXX
Step-2: Cash flow from investing activities:
Increase or purchase of plant and machinery (xxx)
Increase or purchase of fumiture and fixture (xxx)
Increase or purchase of land and building (xxx)
Increase or purchase of other fixed assets (xxx)
Increase or purchase of investment (Short and long term both) ..........ccoveveeirverinnnne (xxx)
Decrease or sale of fumiture and fixture XXX
Decrease or sale of plant and machinery ; XXX
Decrease or sale of land and building XXX
Decrease or sale of other fixed assets XXX
Decrease or sale of investment (Short and long term both) ..........ccceceveiiveneiiiisennnnens XXX
Interest on investment ; > XXX
D L TV (s 1 e LA e R AN R s W : XXX| £ XXX
Step-3: Cash flow from financing activities: [ |
Increase or Issue of Equity share capital.........cccuicnniniciniensnsnniins ! XXX |
Increase or Issue of Preference share capital ' XXX
Increase or Issue of Debentures and Bonds .............ccccrriminriiniessinsisnissisesiessenns XXX
Increase or Long term loan borrowed...........ccc.oveeeens - XXX
Increase in share premium xx;\f
Decrease or repayment of long term [0an ........cc.coevvvviiivenie (xxx,\;
Decrease or redemption of Debentures and bonds... f (xxx)
Decrease or redemption of Preference share capital (xxx)|
Pividendipaldse: ot Rl it sl S i (xoxx)t
Short term loan/ bank overdraft iNCreased -...........c.evererrmeemeisessessescinsinsesiinns I XXX|
Short term loan/ bank overdraft decreased ¥ i (xxx)| + xxx
Step-4: Change in cash or cash equivalent (step-1 +step-2+step-3) i ; £ XXX
Add: Opening cash and bank balance N B o e T 1 A} XX
. Closing cash and bank balance i XXX

TR JATE @O T UK TRt ae e W A d1@Ew '

g, =T fafty amstens wearer frareery At fafva Brarwene gf wer 4 OF I8 dEr
TET W0 | 99 fraramr sy Ry =TS0 (Interest paid) TS WseTaA PRatdard
(operating activity) AT @ TFETEH! & |

3. D @IS UTS AT (Interest on investment) T AWIW Uiw (Dividend received) re
goaTer Brarsary ar anrt gl BrargarT gf o WEr Y G SEAT JERT W |
g fearam aw fEfersr arndlend st weft Bram@anT (luvesting activitles) AT
AT AEIUA B | :

3. WHl HIH G (Short term mvestment) TT§ HoHTEH PHATHATT a7 ST Gy
Brarmey g o WO HY G SEN TWET WES | AN fHAaaT TuAr S e
PrareraTaar W@ MRuE @ |

¥, WWW(Shonkm loan) T Afufasd (Bankoverdramﬁlémmﬁmmm'

- fafer Braraeny g¥ o9 W BT UF S8 SEREH Wi | aw fearmr aw fefam
FRIareTs fafra BFatF@TT (Financing activities) 5T TA0T TRUET |
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Classification of items on the statement of cash flow:

ON | Related balance Alc

Activity  [Examples cash S
Operating ~[»  Cash collection from customers Inflow | Alc recewvable, deblors, provision for bad debt
»  Cash paid to suppliers ] Outflow |Alc pa_yable. creditors, inventory
» Cash paid for operating expenses Outflow  [Prepaid expenses, outstanding expenses
» - Cash paid for interest and tax Outflow _|Tax payable, prepaid & outstanding interest
Investing »  Purchase of fixed assets Outflow  |Fixed assets :
I»  Purchase of investment (short and long term both)

Sales of fixed assets
Sales of investment (short and long term both)
Income from other sources

Outflow [Long term investment

Inflow  |Fixed assets

Inflow  {Long term investment

Inflow __|Dividend received! interest on investment

Financing [»

Issued of equity share capital

Issued of preference share capital
Issued of debenture

Borrowing bank loan

(short and long term both)
Repayment of preference share capital
Repayment of debenture

Inflow Equity share capital
Inflow  |Preference share capital
Inflow Debenture

Inflow Bank loan

Outflow |Preference share capital
Outflow  [Debenture

i» Retirement of bank loan Outflow  |Bank loan/Long term loan
{ (short and long term both)
[»__Cash dividend paid Outflow _ |Retained eaming

Diagrammatic presentation of preparing Cash flow statement under direct and indirect method.

Direct Method

Cash collection from
customers and sales

Indirect Method
Net profit for the year Jl

Fash paid to employees and
| operating expenses

Less

i

l Cash paid for interest ,

SER |

and tax

Equal to

\

| Cash flow from operating |

Add:
Less +
[ |
i Cash paid to suppller?‘ LNon operating expenses and non cash 1tem]
Less | Less:

lL Non operating income ]

Add/Less
/
Working capital adjustment
except cash and bank balance

Equal to

Cash flow from

{ activities operating activities
I J, Add/Less
E}ash flow from investing activities !
{Add/Less
Eash flow from financing activities |
JEqual to
@ange in cash and_(LaSh cqulvalentg
{ Add
[Epenlng cash and bank balance ]
{Equal to

-

LClbslng cash and bank balance ~]




-

G TUT G YAST qcdg® (Cash and cash equivalent)
TR TUT T Tq G Teaes Bl Guad Trear Rord geo | Rreftewars it ater aoaf

mmmmmlmmm,%mmmu

lllustration - 18
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The balance sheets of a Company for the year ended 2064 and 2065 are:

'mmnmmmmmmwmmwmm

Liabilities | 2064 2065 |Assets 2064 | 2065
Equity share capital..............cooooo... | 10,00,000 15,00,000 |Plant and machinery.........co..... 7.70,0003 15,40,000
Share premium............ : 1,00,000 1,50,000 |Long term investment................ 3,00,000/ 2,00,000
10% Debenture.. 1,00,000{  2,00,000 {INVENLOMES .....vvvverereveerrrveennn 1,50,000i 2,00,000
Account payable..... 1,00,000 80,000 {Account receivable .................... 2,00,000| 1,50,000
Outstanding wages..... 10,000 20,000 |Prepaid expenses.........c....ueen. 30,000 | 10,000
Provision for taxation.. 80,000 60,000 |Cash at bank............uwmmccecveene 50,000, 1,00,000
Profit and LOSS A/C ......cesereerseene 1,10,000| 1,90,000 |
15,00,000 | 22,00,000 15,00,000 | 22,00,000
Income statement
for the year ended 2065 fus S
Particulars Amount
O S a O e i s 10,00,000
Less: Cost of goods sold:
Beginning inventory 1,50,000
Add: Purchases. . 5,00,000
Add: Wages paid .1,50,000
Less 2 EndIngiVenlO Dy L e e it (2,00,000) | 6,00,000
Gross Margin|  4,00,000
Less: Operating expenses: Operating expenses other than depreciation ...............c.c.cooeovvvvevesrnreene 1,00,000
Depreciation on Plant and machinery 7 R ..1,00,000
Loss on sale of plant (Book value 60,000) 10,000
ROV S T O R ) e 3 e banes forosiivcsasssosicarbisstiatsussis iesataseosnsmadseohinstensbenmisssibsnted 80,000 | 2,90,000
Net Income| 1,10,000
Add: Profit on sale of investment 70,000
Net profit,  1,80,000
Dr Provision for taxation Account Cr
Particulars Amount [Particulars |_Amount
To Bank Alc (Tax paid) 1,00,000 |By Balance b/d 80,000
To Balance c/d 60,000 By Profit and 1055 A/C........ccceurueesrermsreeserassnnenes 80,000
1,60,000 1,60,000
Dr BlantAccountECRTinea h0 s S e D Cr
Particulars Amount [Particulars Amount
To Balance b/d 7,70,000 (By Bank A/C (SalES)......ccuuurcvmecrmerrrmensrenssnrenns 50,000
To Bank A/c (Purchase) 9,30,000 |By Depreciation for the year. 1,00,000
By Loss on sales of plant.........c.cccouvmmnriieenns 10,000
By Balance c/d 15,40,000
17,00,000 17,00,000
Dr Investment Account Cr
Particulars Amount _|Particulars i3 Amount
To Balance b/d 3,00,000 |By Bank Alc (Sales) 1,70,000
To Profit on sales of investment..........ccooceevie. 70,000 |By Balance c/d 2,00,000
3,70,000 ~ 3,70,000
Dr Profit and loss Account Cr
Particulars I Amount [Particulars Amount
To Bank A/c (Dividend paid)...........cevereerersciassens 1,00,000 |By Balance b/d........ 1,10,000
To Balance c¢/d 1,90,000 |By Net profit for the Year..............cooumrereesmmsrvenne 1,80,000
2,90,000 2,90,000
Required: Cash flow statement under direct method 2,96 6

VDO
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Solution: Cash flow statement under direct method i
Particuiars Amount | Amount
A. Cash sales and collection from debtors:
Net sales
Decrease in account receivable 10,00,000
50,000 10,50,000
Add: B. Cash paid to suppliers:
Cost of goods sold (1,50,000 + 5,00,000 - 2, 00 ,000) (4,50,000)
Increase in inventory . (50,000)
Decrease in account payable | (20,000)| (5,20,000)
Add: C. Cash paid to employees and operating expenses:
Operating expenses .. (1,00,000)
Wages paid (1,50,000)
Tax paid (1,00,000)
Increase in outstanding wages 10,000
Decrease in prepaid expenses 20,000 (3,20,000)
Step- 1: Cash flow from operating activities (A + B + C) 2,10,000
Add: Sept-2: Cash flow from investing activities:
Purchase of Plant....... (9,30,000)
Sale of plant 50,000
Sale of investment..... 1,70,000 | (7,10,000)
Add: Step-3. Cash flow from financing activities:
Issue of share 5,00,000
Issue of shares at premium 50,000
Issue of Debentures 1,00,000
Dividend paid P 1,00,000)|  5,50,000
Step—4: Change in cash or cash equivalent .. 50,000
Add: Opening cash at bank ey 50,000
Closing cash at bank 1,00,000
:
Comparative Balance sheet is given below:
Liabilities Lastyear | This year |Assets i | Lastyear | This year
Equity share capital..........ccc.coevrune. 4,00,000 5,00,000 |Fixed assets...........c...ceerrrvrrnrenne | 2,40,000] 4,00,000
Profit and loss account..................... | 116,000 1,86,000 |Short term investment .| 90,000 3,000
Bllls payable s i it i 48,000 80,000 {Inventory .........oee.cvveee. .| 156,000 2,08,000
Mortgage loan .:i.....oii. i diinmions | 80,000 - Bills receivable... .| 1,18,000| 1,27,000
| Cash atbanke. iimiscmssssssses 40,000| 28,000
. | 6,44,000| 7,66,000| | 6,44,000] 7,66,000
Additional information:
»  Net profit for the year Rs.1,00,000.
»  Dividend paid Rs.30,000.
»  Depreciation on furniture Rs.40,000 and purchasc of furniture Rs.2,00,000.
»  Issue of Share capital Rs.1,00,000.
Required: Prepare Cash flow statement by using indirect method.
Solution: Calculation of cash flow from operating activities
N (Under indirect method)
Particulars Amount
B O O 0y i st P komsen s o 1,00,000
Add: Non operating expenses and non cash item: Depreciation Zgggg
1,40,
J08S i N O O D R I O R e R e st bt Nil
Funds from operation| 1,40,000
Working capital adjustment (except cash and bank balance):
. DELIBase I SO O IOV EBITIONY & s o e it Bt bastnsin st st doshussratomssasont st aisrd 87,000
Increase in inventory (52,000)
oG IBTIE Vs B e gt S S S oS L U SR (9,000)
InCraase i DllS Dy A D R i s rioveis bt bbb i o 32,000
Cash flow from Operating activities| 1,98,000




Solution:

Cash flow statement (Under indirect method)
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Sources Amount |Applications Amount
Opening cash at bank 40,000 |Purchase of fixed aSSels...............coccccrrrrrereers 2,00,000
h flow from operating activities ...................... 1,98,000 | Dividend paid 30,000
Issue of share capital 1,00,000 |Repayment of mortgage 10an ...........ooweevvvernenee 80,000
Closing cash at bank 28,000

3,38,000 3,38,000

Comgarahve Balance sheet is given below:

Liabilities - Last year | This year |Assets Last year | This year
Equity share capital ...............ccoowevrees 5,00,000{ 6,00,000 |Land and building ....................... 3,00,000| 3,00,000
Share premium..............uuveveemmesesseenne 1,00,000| 1,20,000 |Plant and machinery... 3,00,000{ 4,00,000
10% Debentures.............cceererrcrereenne 1,00,000 50,000 |Long term Investment 1,00,000 50,000
Bills payable ..........cocc.oceeereeesrorenne 50,000 20,000 |Cash balance................ 50,000( 1,00,000
Sundry Creditors ...........occvvveenrieeene 1,00,000| 1,50,000 {Inventory.............. 1,00,000 70,000
Retained eaming .........cccossesseesseessnnas 50,000 1,00,000 {Bills receivable........ccowwureerreannne 50,000 1,20,000
9,00,000| 10,40,000 9,00,000 10,40,000

Additional infermation:

Net profit for the year Rs.80,000.

Dividend paid during the year Rs.30,000.
Depreciation on plant during the year Rs.60,000.

Plant purchase Rs.1,80,000.

Premium on redemption of Debenture Rs.5,000.

Investment costing Rs.50,000 were sold at a profit of Rs.10,000.
Required: Cash flow statement by using indirect method

A plant costing Rs.50,000 with accumulated depreciation Rs.30,000 was sold for Rs.15,000.

Cash flow Statement (Indirect method)
Particulars Amount [ Amount
(1)  Cash flow from operating activities: i
N e DD s e f | 80,000
Add: Non operating expenses and non cash item: | {
DV RS s A o B RS K S TG S S A S 60,000
HeT5fe 1N CE S road R o R R S e S MR EE P RO IO 5,000
Redemption of Debenture at premium................coeeeveervmeseernismssnssnssesssseessssesssssssssanesies 5,000 70,000
1,50,000
Less: Non operating income: Profit on sale of investment.............ccouevrimeeineseisenenn. 10,000
Funds from operation 1,40,000
Working capital adjustment (except cash and bank balance):
[ 0 e R o e o e e R L e e 30,000
Bills receivable increased by........... (70,000)
Bills payable decreased by ... (30,000)
Sundry creditors increased by 50,000
Step -1: Cash flow from Operating activities 1,20,000
Add: Step - 2. Cash flow from investing activities:
U U ETTLG o o oy SRS e e Al N e NN SR s TR (1,80,000)
S a1l O D e T orseissabisssvammnsabossiiioss * 15,000
Sale of investment 60,000 (1,05,000)
Add: Step - 3. Cash flow from Financing activities: :
Issue of Share capital 1,00,000 |
Issue of share at premium..... % - 720,000 |
Redemption of debenture with prem|um ...... [‘ (55,000)
Dividend paid ...........ouvvverereeersnnnns (30,000 35,000
Change In cash or cash equivalent (1 + 2 + 3) 50,000
Add:  Opening/casN DAIANCE .../ ikiiimemissrssisestasesbredesssnics 50,000
Closing cash balance| 1,00,000




Solution:

300 uaaat Aanfufa

The Income Statement and other related information have been provided below:

Income Statement for the year end 2056

Particulars Details Amount
Sales revenue 5,00,000
Less: Cost of goods sold |_3,00,000
Gross margin 2,00,000
Less: Operating expenses: |
Office rent, rates and salaries 60,000 |
Depreciation written off on machinery 50,000 !
Premium on redemption of debentures 5,000 |
Interest on debenture 10,000 |
Provision for taxation S SR L 20,000 | 1,45,000
Net income before other income [ 55,000
Add: Profit on sale of plant (Book value 40,000) {10,000
£ Net income ! 65,000
Less: Provision for dividend...... {30,000
Retained earning 35,000
Other Balance Sheet Items: S (TR
Particulars Baisakh 1, 2056 | Chaitra 30, 2056 _
Inventories 50,000 | 60,000
e T8 eV o s oy o e o POt et e o et AN SR S 80,000 | 50,000
R B0 et SR e R S S S 40,000 | 70,000
Outstanding salaries 10,000 | 5,000
DO R Voo SRS SR T S TS S 1,50,000. _ 1,00,000
RIOVIBION OTEEION 70 S8 vttt tiabissssesmminsssseabmotel s s 30,000 | 20,000
Provistopfordividend et s e L e 20,000 | 30,000
Plant and machinery (net) i 3.50,030 { 6,00,000
VG e e i o SR s (N S 50,000 | 1,00,000
Share capital g 5,00,000 | 7,00,000
G e SR o S e D R e (BN v NP M i 1,00,000 | 30,000

Required: Statement of sources and application of cash showing net cash available from operating,

investing and financing activities

om:  Statementofsourcesand applicationofcash £
Particulars Amount
A. Cash collected from customers:
S I o T P Tt e S RTINS 5,00,000
0o TV e o1 Gl L e e ot B Ol o A e 30,000 5,30,000
Add: B. Cash paid to suppliers:
O 0T S C A e o o b S S T PRt IS S A N NI P (3,00,000)
Increase in account payable 30,000
Decrease in inventory. 10,000)| (2,80,000)
Add: C. Cash paid to employees and operating expenses:
Office rent, rates and salaries ) (60,000)
Decrease in outstanding salaries (5.000) (65,000)
Add: D. Cash paid for interest and tat:
Interest on debentures (10,000)
TV Tk e it SR L S A e T St (30,000)| _ (40,000)
Step - 1: Cash flow from operating activities (A+ B+ C +D)|  1,45,000
Add: Step ~ 2. Cash from Investing Activities:
Sale of plant and MACKINENY ..........cememsssensenssssmssssssssssassssssesssmassscnssens ..50,000
PUTChABRIOf plant QNG MACKINGIY:wuix.ctiiesasiissiesntoimsioetessiracaessimsconssesiaeemsrassesssotaroe (3,40,000)
Purchase of investment ............ et sy BN s A Svossseihiahes (50,000)| (3,40,000)
Add: Step - 3. Cash from Financing Activities: .
IssUe. OF SHIAr@CADIALI.. iiuciiracsiinessoviaiiamtosssosissinns J 2,00,000
Redemption of debenture with premium ; (55,000)
Dividend palones: cGREmEL . ...t dbisisnes (20,000)|  1,25,000
Step — 4: Changes in cash and cash equivalent (70,000)
Add: Beginning cash balance 1,00,000
Ending cash balance 30,000
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Working notes:
Dr. Plant Account Cr.
Particulars Amount |Particulars Amount
To Balance bid 3,50,000 | By Cash Alc (sale) 50,000
To Profit and Loss A/C (PrOfit) ......c.veeeerreerenes 10,000 | By Depreciation Alc 50,000
To Cash Alc (purchase) 3,40,000 | By Balance c/d 6,00,000
7,00,000 7,00,000
Alternatively;

Plant purchased = Net difference of balance sheet + Depreciation for the year+ Book Value of sold part

= 250,000 + 50,000 + 40,000 = Rs.340,000

Dr. Provision for Taxation Account Cr.
Particulars Amount |Particulars Amount
To Balance c/d > 20,000 | By P/L Alc (Provision)...........ccc.uereveerevesssenes 20,000
To Bank Alc (Tax paid) p|2Y'30,000'| BY/Balance bid i et i st 30,000
| 50,000 50,000
Dr. Provision for Dividend Account Cr.
Particulars | Amount [Particulars Amount
To Balance c/d .. {30,000 | By PIL Alc (Provision). 30,000
To Bank A/c (Dividend paid) ..........cccccesmusennccssnenns ] 20,000 | By Balance b/d............ccceoeccrneunnnees isressngiseninnt] + 2+ 20,000
| 50,000 50,000
lllustration - 22
The balance sheets and the income statements of a company have been given below:
Balance Sheets
| Yearl | Yearll | 0 Year| | Yearll
Share capilal i oot : 4,00,000| 500,000 |Land and building ............cccccccee 1,00,000| 1,00,000
Share premium.. : i 20,000 25,000 [Plant and machinery, net. 2,50,000| 3,00,000
10% debenture....... 1,00,000 50,000 |Investment at cost... 1,00,000| 1,50,000
Bank overdraft....... i — 20,000 /Inventories .............. ..| 1,00,000 50,000
Accounts payable.........ceceirenrernne 80,000 50,000 |Prepaid eXpenses.................... 4,000 6,000
Outstanding expenses...........cooc.ue. 10,000 5,000 |Accounts receivable.................... 96,000 74,000
Provision for taxation = 30,000 40,000 {Cash at banK............cccoessseersmsene 30,000 50,000
Profit and 108g ittt kst 40,000 40,000 1
6,80,000| 7,30,000| 6,80,000| 7,30,000
Income Statement Year |l
Particulars Amount
Sales revenue 4,00,000
Less: Cost of goods sold:
o N e R L P o e R ety U RS S RE RNy 40,000
Add: Purchases 1,50,000
[ B8 S B N O DY ottt setiies. crovsbionsposssserbyvatrirvnsoss astesbincosasiessssheoeab RS sisdoreecinsis ridiiant 30,000 1,60,000
Wages 90,000
Total cost of goods sold|  2,50,000
Gross margin|  1,50,000
Less: Operating expenses:
Operating expenses (including depreciation Rs.30,000 & interest Rs.10,000)............ccuvecmmevvnnrernnne 80,000
Debenture premium 10,000
Provision for taxation o PPty d e U R e (s LTt v e L 40,000| 1,30,000
Net income before other income| 20,000
Add: _Gain on sale of plant (Cost Rs.30,000 accumulated depreciation Rs.10,000)...............ccoevvrssirnmsscce | 20,000
Total netincome| 40,000

Required: Statement of cash collection and disbursements
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Solution: Statement of cash collection and disbursements A AL
Particulars Amount
A. Cash collection from customers: Sales Revenue 4,00,000

Decrease in account receivable 22,000 4,22,000
Add: B. Cash paid to suppliers:

Cost of goods sold (2,50,000)

Decrease in inventory 50,000

Decrease in account payable (30,000)| (2,30,000)
Add. C. Cash paid to employees and operating expenses: -

Operating expenses (excluding depreciation and interest) (40,000

Increase in prepaid expenses (2,000)

Decrease in outstanding expenses (5,000)|  (47,000)
Add: D. Cash pad for interest and tax: ‘

Interest paid... (10,000)

Tax paid (30,000) (40,000)
Step - 1. Cash from operating activities (A + B + C +D) 1,05,000
Add: Step - 2. Cash from investing activities:

Purchase of plant and machinery..........o.oo.o.oo.vven, (1,00,000)

Purchase of Investment (50,000)

Sales of plant and machinery 40,000/ (1,10,000)
Add: Step - 3: Cash from financing activities:

Issue of share capital 1,00,000

Increase in share premium ...5,000

Redemption of debenture with premium (60,000)

Dividend paid (40,000)

Bank overdraft increase 20,000 25,000
Step —4: Change in cash and cash equivalents 20,000
Add: Beginning cash and €ash @QUIVAIENLS ..............occcieeesecesseseeeseeesscesssesssesesesseesssessseeesses s 30,000

Ending cash and cash equivalents 50,000

Working notes:

Dr. = tPlantAccountFee o B Cr.
Particulars Amount [Particulars Amount
To Balance b/d 2,50,000 | By Bank Alc (sale).. 40,000
To Profit and loss A/c (Profit) 20,000 | By Depreciation Alc 30,000
To Bank A/C (PUIChaSe)..........cereeeereeerrerrerreeres 1,00,000 | By Balance c/d 3,00,000
3,70,000 3,70,000
Alternatively;
Plantpurchased = Net difference of balance sheet + Depreciation for the year+ Book value of sold part
= 50,000 + 30,000 + 20,000 = Rs.100,000
Dividend paid = Netincome + Beginning Profit and Loss A/c — Ending Profit and Loss Alc
=40,000 + 40,000 - 40,000 = Rs.40,000
Dr. Provision for Taxation Account Cr.
Particulars e Amount |Particulars Amount
To Balance c/d 40,000 | By PIL A/C (Provision)............oeeeeoorrerrrsrooris 40,000
To Bank Alc (Tax paid)..........c.ccceerssrssssssnnees | 30,000 By/Balance bid. s ns i et s, 30,000
70,000 70,000

The income statement and the balance sheets of a company have been provided below:

Particulars SESRERER = ) | Details | Amount

Sales (net) ... . [ 500,000

Less: Cost of goods sold: ,
Beginning inventory............. SR e e 1,00,000 |
PUICHASES «.cqussrisiont; asfieiie mos S COE s ....2,00,000 ; ’,
Ending inyentory . .. (80,000) | 2,20,000 |

Wagesipald ... k., il o o R i e 80,000 3,00,000

Grossmargin| | 2,00,00

|

| 2,00,000

i
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Less: Operating expenses:

Operating expenses (excluding depreciation).... 50,000
Depreciation on plant 40,000
Provision for taxation '50,000
Premium on redemption of debenture 5,000 1,45,000
Net operating income 55,000
Add: Profit on sale of machine book value Rs. 25,000 15,000
Netincome * 70,000
Net changes in balance sheet items during the year were: S = S ;
Particulars Amount | changes
Share capital 2,00,000| Increase
Share premium 20,000 | Increase
Debenture 50,000 | Decrease
Accounts payable - -
Provision for taxation 10,000 | Increase
Profitiandiogsteticn e o b 20,000 Increase
Fixed assets (net) y 2,00,000| Increase
Inventory 20,000 | Decrease
Accounts receivable 40,000, Increase
Cash at bank 20,000 | Decrease
Required: Cash flow statement by showing cash from operating, financing & investing activities
Solution: Cash Flow Statement
Particulars Amount
A. Cash collected from sales/customers: »
Net sales R R 08 DAL 5,00,000
Increase in account receivables... e ..{40,000/ 4,60,000
Add: B. Cash paid to suppliers:
I N B e g SR e e e R R SR S i (2,20,000)
Decrease in inventory 20,000} (2,00,000)
Add: C. Cash paid to employees and for other expenses: f
Wages (80,000) |
Operating expenses 50,000)| (1,30,000)
Add: D. Cash paid for interest and tax:
Tax paid | (40,000)
Step —1: Cash from Operating Activities (A+B + C +D) 90,000
Add: Step- 2. Cash from Investing Activities:
T N b Tt ity R Sttt D S R G i O 40,000
Purchase of plant and MaChinery.............cccceeeeeveesessesssssosscomesereseesssssessennene ...(2,65,000) | (2,25,000)
Add: Step- 3. Cash from Financing Activities:
Issue of share 2,00,000
I N I G D e e e e ST MR N o e g e 20,000
Redemption of debenture with premium (55,000)
(v T T S R T R e I R Ly ... (60,000) | 1,15,000
Step ~4: Change cash and cash equivalent (20,000)
Add: Opening cash and bank balance Nil
.. Closing cash and bank balance (20,000)

Working notes:
Dividend paid = Net income + Beginning Profit & Loss A/c — Ending Profit & Loss A/c
= Net income — Increase in Profit & Loss or + Decrease in Profit & Loss A/c
= 70,000 - 20,000 = Rs.50,000
Purchase of machine = Net increase + Depreciation + Book value of sold machine
= 200,000 + 40,000 + 25,000 = Rs. 265,000
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The income statement and balance sheet of a Itd. company have been given below:
Income Statement for year two

e Details | Amount
Sales (net) 12,00,000
Less: Cost of goods sold: Purchase 5,00,000
Add: Beginning inventory. 1,00,000
L S S S S R (1.50,000)| 4,50,000

Wages 4,00,000| 8,50,000
Gross margin 3,50,000
Operating expenses (including depreciation Rs.80,000, interest on debenture Rs.20,000
and insurance premium) 2,00,000
Premium on redemption of debenture 10,000
Loss on sale of fixed assets (cost Rs.80,000 accumulated depreciation 40,000) .........ccecesceueecnenes 10,000
Provision for taxation 60,000
Provision for dividend 50,000
o Total operating expenses 3,30,000
Net income 20,000
Balance Sheet of A. Ltd.
for year one and two

Liabilities Year—1 | Year-2 |Assets Year-1 Year-2
Equity share capital 8,00,000| 10,00,000 |Land & building (COSt) .....cveurveene 5,00,000| 7,00,000
10% debenture..........ccceueeruenmsenaseacas 2,00,000| 1,00,000 |Plant & machinery (cost)........... 6,50,000 | 8,00,000
Bank loan 1,00,000{  3,00,000 {INVENLOTY ...covevurmrccurecmssecnsenensenns 1,00,000| 1,50,000

Accumulated dep.........oeccenurrreninnes 1,00,000{ 1,40,000 [Accounts receivable..........ccouuee 1,560,000 2,00,000

Accounts payable.... .| 1,00,000|{ 1,00,000 {Prepaid insurance...........ceccu 10,000 20,000
Wages accrued........... — 20,000 {Cash at bank.......c.cccuverveininunes 90,000 30,000
Provision for taxation...... 50,000 60,000
Provision for dividend. 50,000 60,000
Retained €aming........ccceeusvuscreeocns 1,00,000| 1,20,000

15,00,000 { 19,00,000 15,00,000 | 19,00,000

Required: Statement of sources and application of cash showing:
(@) Cash from operating activities
(b) Cash from investing activities
(c) Cash from financing activities
(d) Ending balance of cash and cash equivalent

Solution: Statement of Sources and Application of Cash

Particulars Amount
A Cash sales and collection from customers:

N e SR 12,00,000

Increase in accounts receivable ot 50,000)| 11,50,000
Add: B. Cash paid to suppliers for purchase of merchanduse

Cost of goods sold (eXCIUAING WAGES).....ccuuumnrrrusmmisssrsssussnssessssssissssssees (4,50,000)

Increase in inventory (50,000)| (5,00,000)
Add: C. Cash payment to employee and other expenses:

Wage ...(4,00,000)

Operating expenses indiuding insurance premium (200000-80000—20 11 1) SRS SRR (1,00,000)

INCrease in prepaid iNSULANCE .............urrevusaesssssssmmsssssssserssssussssssssisssies (10,000)

INCrease in aCCrued WAges...............c.oooowsnmnees 20,000 (4,90,000)
Add: D. Cash paid for interest and tax:

Interest paid (20,000)

R PAIdS S T .. i insaionsensoros (50,000)|  (70,000)




Step - 1: Cash flow from operating activities (A+B+C+D)
Add: Step - 2. Cash flow from Investing activities:
Purchase of land and building

o g ozt 30Y
90,000

(2,00,000) }

Purchase of fixed assets (plant and machinery) (2,30,000)

Sales of fixed assets (plant and machinery) 30,000' (4,00,000)
Add: Step - 3, Cash from financing activities: '

Issue of shares 2,00,000

Increase in bank loan 2,00,000 |

Redemption of debenture with premium (1,10,000)

Dividend paid (40,000)|  2,50,000
Add: Step — 4. changes in cash balance (60,000)
Add: Beginning cash balance 90,000

Ending cash balance! 30,000

Working Notes:
Dr. Fixed Assets Account (Plant and machinery) WG,
Particulars Amount |Particulars { Amount
To Balance b/d 6,50,000 |By Bank A/c (sale) I 30,000
To Bank (purchase) 2,30,000 (By Profit and loss A/c (loss)..... 10,000
By Accumulated depreciation 40,000
|By Balance c/d 8,00,000
8,80,000 | 8,80,000
Alternatively;
Fixed assets (Plant) purchased = Net difference of balance sheet + Depreciation for the year +
: Book Value of sold part
= {(8,00,000-1,40,000)-(6,50,000-1,00,000)}+80,000+ 40,000
= 6,60,000 - 5,50,000 + 80,000 + 40,000 = Rs.2,30,000
Alternatively;

Fixed assets (Plant) purchased

Gross difference of balance sheet + Cost of sold part
1,50,000 + 80,000 = Rs.2,30,000

RS

~

Sales of fixed assets = Book value— Loss = (Cost — Accumulated depreciation) — loss
= (80,000 —40,000) — 10,000 = Rs.30,000
Dr. Provision for Taxation Account F & Cr.
Particulars Amount [Particulars [_Amount _
To Balance c/d 60,000 | By P/L A/C (PrOVISION).....curverueeennnereerssersssenees {60,000
To Bank Alc (Tax paid) 50,000 | By Balance b/d 50,000
1,10,000 1,10,000
Dr. Provision for Dividend.Account Cr.
Particulars Amount |Particulars Amount
To Balance c/d 60,000 | By P/L AJC (ProviSion)..........ccuereessenssenssenecns 50,000
To Bank Alc (Dividend paid) ..........coooeeeervensreenenne 40,000 | By Balance b/d..... 50,000
1,00,000 | _1,00,000
The Balance Sheet of a company for 2001 is given below:
Liabilities 2000 2001 |Assets 2000 2001
Equity shares of Rs.100................ 10,00,000 | 15,00,000 |Plant & machinery(Less
Share premium..........ccooveeervererenens 1,00,000|  1,50,000 |depreciation).........cc.cervererrenees 7,70,000| 15,40,000
10% debenture..............coeveurusrrneens 1,00,000| 2,00,000 {Investment..... e 3,00,000( 2,00,000
Accounts payable.............cceeeenee 1,00,000 80,000 {INVENLONIES ...vvvrrevseriresmsrrrnnnns 1,50,000| 2,00,000
Accrued Wages..........c.onveeesreisnes 10,000 20,000 {Accounts receivable................ | 200,000] 150,000
Provision for taxation............cceeuu.. 80,000 60,000 (Prepaid operating expenses f l 30,000 10,000
Profit and 0SS A/C ......ceivcvsiesennnns 1,10,000|  1,80,000 |Cash at bank...........cccceosevere | ___50,000| 1,00,000
15,00,000 | 22,00,000 | 22,00,000

~1715,00,000




b .o

Income Statement for 2001
Particulars Detalls | Amount
Sales net 10,00,000
Less: Cost of goods sold: ;
Beginning inventory. 1,50,000
Add: Purchases 5,00,000
Less: Ending inventory (2,00,000)| 4,50,000
Wages 1,50,000| 6,00,000
Gross margin 4,00,000
Less: Operating expenses:
Operating expenses other than depreciation 1,00,000
Depreciation on plant & machinery 1,00,000
Loss on sale of plant (book value 60,000) 10,000
Provision for taxation 80,000 2,90,000
Net income 1,10,000
Add: Profit on sale of investment.... 70,000
Total net income 1,80,000
Required: Statement of sources and application of cash showing:
(a) Cash available from operating activities
(b) Cash available from investing activities
(c) Cash available from financing activities
(d) Ending balance of cash and cash equivalent
Solution: Statement of Sources and Application of Cash
Particulars Details Amount
A. Cash sales and collection from customers/sales:
Net sales 10,00,000
Decrease in accounts receivable 50,000/ 10,50,000
Add: B. Cash paid to suppliers for purchase of merchandise:
Cost of goods sold (excluding wages) (4,50,000)
Increase in inventory (50,000)
Decrease in accounts payable (20,000)| (5,20,000)
Add: C. Cash paid to employees and other expenses:
Wage (1,50,000)
Operating expenses (1,00,000)
Decrease in prepaid expenses 20,000
Increase in accrued wages. 10,000 (2,20,000)
Add: D. Cash paid for interest and tax:
Tax paid (1,00,000)
Step: 1. Cash flow from operating activities (A + B + C + D) 2,10,000
Add: Step - 2. Cash from investing activities:
Sale of plant and machinery 50,000
Sale of investment 1,70,000
Purchase of plant and machinery (9,30,000)| (7,10,000)
Add: Step - 3. Cash from financing activities:
Issue of share capital ...........cc.....unt 5,00,000
Increase in share premium 50,000
Issue of debentures 1,00,000
Dividend paid (1,00,000)|  5,50,000
Step - 4. Changes in cash balance 50,000
Add: Beginning cash balance 50,000
Ending cash balance 1,00,000
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Working notes:
Dr. Plant and machinery Account cr.
Particulars Amount |Particulars Amount
To Balance b/d 770,000 |By Depreciation Alc 100,000
To Bank Alc (Purchase (BBIRE. oo 930,000 |By Bank Alc (Sale) 50,000
By Profit and Loss A/C (LOSS) ......cuvuemressnnes 10,000
By Balance c/d 15,40,000
17,00,000 17,00,000
Or. Profit and Loss Account (for Dividend) Cr.
Particulars Amount |Particulars [ Amount
To Bank A/c (Dividend paid (BIF)........cc..ouueerrene 1,00,000 |By Balance b/d ..... 1,10,000
To Balance ¢/d 1,90,000 (By Net proft ......... 1,80,000
2,90,000 2,90,000
Dr. Provision for Taxation Account _Cr.
Particulars Amount |Particulars [ Amount
To Bank Alc (Tax paid (B/F)............ccoeevrvcerreseeenne 1,00,000 By Balance b/d ..... 80,000
To Balance c/d 60,000 By P/L A/c (Provision) 80,000
1,60,000 1,60,000
lllustration - 26
The financial statement of a Ltd. company has been presented below:
Balance Sheet of Ltd. Company
Liabilities Yearl Yearll |Assets Yearl | Yearll
Equity share of Rs.100 each............. 1,00,000| 2,00,000 |Land and building............ 80,000 1,20,000
Share premium...............ummmemmsmmnnnnee 10,000 20,000 |Plant & machinery at cost... 1,00,000 | 1.80,000
10% Debenture .........ccceeerveerurerernecse 50,000 20,000 {Depreciation on plant...... (30,000) | (40,000)
Accounts payable...... 40,000 60,000 ilnvestmen( .................. 40,000/ 50,000
Provision for taxation............c...eeuen. 20,000 30,000 {Inventories.................. 20,000 50,000
Provision for dividend...........c....u..... 10,000 20,000 |Accounts receivable... 30,000 40,000
Profit and Loss A/C........ccecvecrnnnnee 20,000 50,000 [Cash at bank..........cceeerrvesrreseens ? 10,000 ! 20,000
2,50,000] 4,00,000 | | 2,50,000] 4,00,000
Income Statement for Year-Ii 7
Particulars | Details | Amount
Sales ] [ 2,00,000
Less: Cost of goods sold:
Beginning inventory. 20,000
0 R R TN R A it S ol e S S S S S Il S N T o SN 80,000
e OV s o St SRR R . R e sl il Tt D (50,000)
Wages paid 30,000 80,000
1,20,000
Less: Operating expenses:
Office expenses 30,000
Interest on debenture 5,000
Depreciation 2 20,000 |
Redemption of debentures (Premium).................... 3,000 |
Provision for taxation a 30,000 |
i R A L R R e O S S e e R, 20,000 1,08,000
Net income before other income 12,000
Add: Interest from investment....... 10,000
Add: Profit on sale of plant (Cost 20,000 accumulated depreciation 10,000) .............ccenneriisnesees Lol 81000
Total Netincome 30,000

Required: Cash flow statement showing cash from:

(a) Operating activities (b) Investing activities (c) Financing activities
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Solution: Cash Flow Statement
Particulars Detalls | Amount ~
A Cash sales and collection from customers:
Net Sales 2,00,000
Increase in accounts receivable _(10,000){  1,90,000
Add: B. Cash pald to suppliers for purchase of merchandise:
Cost of goods sold (except wages) (50,000)
Increase in inventory (30,000)
Increase in accounts payable 20,000  (60,000)
Add: C. Cash paid to employees and for other expenses:
Wages (30,000)
Office expenses (30,000) (60,000)
Add: D. Cash paid for interest and tax:
Interest on debenture (5,000)
Tax paid (20,000) (25,000)
Step - 1: Cash flow from operating activities (A + B +C + D) 45,000
Add: Step - 2. Cash flow from investing activities:
Purchase of plant and machinery (80,000)
Sale of plant and machinery 18,000
Purchase of land and building (40,000)
Purchase of investment.... (10,000)
Interest on investment ..... 10,000 (1,02,000)
Add: Step - 3. Cash flow from financing activities:
Issue of share 1,00,000
Increase in share premium 10,000
Redemption of debenture with premium (33,000)
Dividend paid. (10,000) 67,000
Step - 4: Changes in cash balance 10,000
Add:  Beginning cash balance 10,000
.. Ending cash balance 20,000
Working Notes:
i Dr. Plant and machinery Account Cr.
(\'S 3 Particulars Amount |Particulars Amount
: To Balance b/d p 1,00,000{By Sales A/c (20,000-16,000+8,000) 18,000
To Profit and Loss S/c (gain on sale).............. 8,000{By Accumulated depreciation Alc 10,000
To Bank Alc (purchase) 80,000By Balance c/d...... 1,60,000
1,88,000 1,88,000
Dr. Depreciation on Plant Account Cr.
Particulars | Amount [Particulars Amount
To PIM Alc (Depreciation on sold part) 10,000|By Balance b/d 30,000
To Balance c/d 40,000|By P/L Alc (Depreciation for the year) 20,000
I 50,000 50,000
Dr. Provision for Taxation Account Cr.
Particulars |_Amount [Particulars Amount
To Balance c/d 30,000 | By P/L Alc (Provision) 30,000
To Bank Alc (Tax paid) 20,000 | By Balance brd........... 20,000
| 50,000 50,000
Dr. Provision for Dividend Account Cr.
Particulars 5 Amount _|Particulars e Amount
To Balance c/d : 20,000 | By P/L A/C (PrOVISION).......ccccveremrreererserereerrns 20,000
To Bank A/c (Dividend paid) ........cc..ccovuureeeensrees 10,000 | By Balance b/d 10,000
30,000 30,000




The Balance Sheets and Income Statements of Ltd. Company have been given below:

Balance Sheet
Liabllities Year] | Yearll [Assets Year| | Yearll
Equity share capital..................... 80,000 1,00,000 |Land and building at cost............. 40,000 50,000
Share premium................ooeoovoens 8,000 10,000 |Plant and machinery at cost......... 50,000 70,000
Bank loan - 20,000 [Accumulated depreciation ........... (10,000)|  (16,000)
Accounts payable..........cco.ee..... . 15,000 10,000 |Inventories .........cuuverenens 30,000 40,000
Outstanding wages... ; 5,000 6,000 |Accounts receivable 20,000 15,000
Provision for taxation.... 8,000 10,000 |Provision for doubtful debts (4,000) (3,000)
Profit and 10SS............cceuessssesnne 14,000 24,000 |Cash at bank.....,..cuemsmmesesaressnsries 4,000 24,000
1,30,000| 1,80,000 1,30,000| 1,80,000
Income Statement
Particulars Details | Amount
Sales 1,00,000
Less: Cost of goods sold:
Purchase 50,000
Add: Beginning inventory 30,000
Less: Ending inventory (40,000)
Wages 12,000 52,000
Gross margin 48,000
Less: Operating Xpenses ...........cceuumsvesensessessessesssnnssses 10,000
Interest on bank loan 2,000
Depreciation on machinery 10,000 X~
Provision for taxation 8,000
Loss on sales of machine (cost 10,000; accumulated depreciation Rs.4,000)..........cocevvveresvenne 4,000 34,000
Vi e Net income 14,000
Required: Statement of cash flow (apply direct method) 5
Solution: Statement of Cash Flow (using Direct Method)
Particulars Details | Amount
A. Cash sales and collection from customers:
N e R e e R R e e e e 1,00,000
Decrease in accounts receivable ..............oumeemssseneees 5,000
Decrease in provision for doubtful debt............ccccsmuverinnns (1,000)| 1,04,000
Add: B. Cash paid to suppliers for purchase of merchandise:
Cost of goods sold (6XCIUAING WAGES)......erureeserenessesimsessrssssmsssersssssessassssissesssssssses (40,000)
Increases in inventory (10,000)
Decrease in accounts payable (5,000)| (55,000)
Add: C. Cash pald to employees and other expenses:
Wages (12,000)
Operating expenses (10,000)
Increase in outstanding wages 1,000 (21,000)
Add: D. Cash pald for Interest and tax:
Interest pald iii.. i msssismismismsssssnorsisnsisssnsiorns 3 (2,000)
LA DI D e A s v sansioredtomassisysbesiodotoien (6,000) (8,000)
Step - 1: Cash flow from operating activities (A + B + C + D) 20,000
Add: Step - 2. Cash from investing activities:
Purchases of land and building : (10,000)
Purchases of plant and Machinery ... sesssssssssssssssssseresissessssens (30,000)
Sales of plant and MACKINETY .......cvuuuireseresseesinesssserisessssssesassasssssmssansies 2,000 (38,000)
Add: Step -3. Cash from financing activities:
Issues of equity shares 20,000
Increase in share premium 2,000
Increase in bank loan 20,000
Dividend paid e B T SR e e R R AR (4,000) 38,000
Step- 4: Changes In cash balance 20,000
Add: Beginning cash balance 4,000
.. Ending cash balance 24,000

=



Working notes:
Dr. Plant and machinery Account Cr.
Particulars Amount [Particulars Amount
To Balance b/d 50,000 |By Bank (Sales)............ceccwcrermressrrerersssnnnn, 2,000
To Bank (Purchase) 30,000 By Profit and Loss A/C (LOSS) ... 4,000
By Accumulated depreciation Alc ................ 4,000
By Balance c/d 70,000
80,000 80,000
Dr. Retained Earnings Account (for dividend) Cr.
Particulars Amount |Particulars Amount
To Cash (dividend paid) 4,000 By Balance b/d 14,000
To Balance ¢/d 24,000 [By Profit and loss Alc (Provision)........ceeeseeecee.. 14,000
28,000 28,000
Dr. Provision for Taxation Account Cr.
Particulars Amount |Particulars Amount
To Balance c/d 10,000 | By P/L A/c (Provision)...........c..eeeesoresreorn 8,000
To Bank Alc (Tax paid) 6,000 | By Balance b/d 8,000
16,000 16,000

R\ dafcs WEe (Theoretical Questions)

)

?)

X¥)

W

g)

)

¢)

TG JaTE faawor y=rer & PRES ?

(What do you mean by Cash flow statement?)
T Fae fraora Sevaes @ g 7

(What are the objectives of cash flow statement?)
A FFATarT T & PR 7

(What do you mean by operating activities?)

IE T i fafugrr e g fraor qar arefe frerres seEmsTe |

(Differentiate between direct method and indirect method of cash flow statement
while calculating operating activities)

T Prardaes T & THRES ?
(What do you mean by Investing activities?)
ferraa=ft PrardaTes T F PRES 7

(What do you mean by Financing activities?)
T FATE R qar mefwr sEs e TR |

(List out the steps involved in the preparation of cash flow statement.)
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Cash Collection from Customers and Sales

Question No. 1

A Company provides you following details:

Sales revenue. o E e T et R et s AP e Ty e Rs.1,60,000

1D ISCOINT A OW e e s cosvibe s N o A ol R e i Rs.15,000

Additional Balance sheet items of a Company

Particulars Last year | This year

Cash in hand 20,000 5,000
Sundry debtors 52,000| 32,000
Bills receivables 90,000| 1,50,000
Provision for bad and doubtful debts 22,000{. 32,000
Provision for discount on debtors X 10,000 5,000

Required: Cash flow from customers and sales

Cash payable to suppliers (creditors)
Question No. 2 3

Following are the information provided to you.

Ans.: Cash flow from customers and sales Rs.1,10,000

Current Assets and Current liabilities Last year | This year
Bills receivable 1,20,000( 90,000
Inventory _ 80,000 60,000
Provision for bad debt 60,000 25,000
Bills payable ; 1,40,000| 1,80,000
Sundry Creditors 90,000 80,000
Cash at bank 5,000{ 15,000
Cost of goods sold Rs.12,00,000 and discount received from suppliers Rs.50,000
Required: Cash paid to suppliers

Ans.: Cash paid to suppliers Rs.(11,00,000)

Cash payable for employees and other operating expenses
Question No. 3

Following are the income and expenditure of a company:

Wages and salary Rs.1,50,000 Rent and rates Rs.90,000
Insurance premium Rs.50,000 Depreciation on plant Rs.40,000
General expenses Rs.80,000 Goodwill written off Rs.20,000
Advertisement expenses Rs.60,000 Rent received Rs.10,000
Current Assets and liabllitles Last year | This year

Prepaid insurance 1,50,000| 80,000
Outstanding wages 1,20,000| 1,00,000

Required: Cash paid for employees and other operating expenses.
Ans.: Cash paid to employees and other operating expenses Rs.(3,80,000)

Cash paid for interest and tax

Calculate of cash paid for interest and tax.
Tax paid Rs.80,000 Wages paid Rs.62,500
Rent paid Rs.50,000 Interest paid Rs.25,000
Current Assets and liabilities Last year | This year
Tax payable 67,500{ 1,12,500
Interest payable 1,27,000{ 60,000

; Ans.: Cash paid for interest and tax Rs.(1,27,000)



R RS TAWEE (Practical Problems)
Cash Collection from Customers and Sales

CED 2 wemmeeen 3

Question No. 1
A Company provides you following deails:
Salcs LV I Ul C e uuerrcnessenesssssnssansnsansssasnstsasessasssnsssssestssnessosasesatoossessosesssuerssssnsancesssansssssnsnse RS.1,60,000
DD SOOI Al O A R s it e is s tahs it disdesebu uasossssesite soRBonsssonosorsetontasharssoneissbunssnses fans Rs.15,000
Additional Balance sheet items of a Company
Particulars Last year | This year
Cashin hand 20,000 5,000
Sundry debtors 52,000{ 32,000
Bills receivables 90,000{ 1,50,000
Provision for bad and doubtful debts 22,000(. 32,000
Provision for discount on debtors 10,000 5,000

Required: Cash flow from customers and sales

Ans.: Cash flow from customers and sales Rs.1,10,000

Cash payable to suppliers (creditors)
Question No. 2 :

Following are the information provided to you.

Current Assets and Current liabllities Last year | This year
Bills receivable 1,20,000 90,000
TIVOIORY s st i R dossbeagis s s msomnssstanpvossinetiasnsmontbrins _ 80,000f 60,000
Provision for bad debt 60,000{ 25,000
Bills payable 1,40,000{ 1,80,000
Sundry Creditors 90,000{ 80,000
Cash at bank 5,000 15,000

Cost of goods sold Rs.12,00,000 and discount received from suppliers Rs.50,000

Required: Cash paid to suppliers

Ans.: Cash paid to suppliers Rs.(11,00,000)

Cash payable for employees and other operating expenses
Question No. 3

Following are the income and expenditure of a company:

Wages and salary Rs.1,50,000 Rent and rates Rs.90,000
Insurance premium Rs.50,000 Depreciation on plant Rs.40,000
General expenses Rs.80,000 Goodwill written off Rs.20,000
Advertisement expenses Rs.60,000 Rent received Rs.10,000
Current Assets and liabllities Last year | This year

Prepaid insurance 1,50,000( 80,000
Outstanding wages 1,20,000{ 1,00,000

Required: Cash paid for employees and other operating expenses.

Ans.: Cash paid to employees and other operating expenses Rs.(3,80,000)

Cash paid for interest and tax

Calculate of cash paid for interest and tax.
Tax paid Rs.80,000 Wages paid Rs.62,500
Rent paid Rs.50,000 Interest paid Rs.25,000
Current Assets and liabilities Last year | This year
Tax payable 67,500| 1,12,500
InlBrOBE DAYADI ... o tasereetsiosassrs asessstisssssssriomritisnsosssansssisessasisssptsseatiltosnee s AR RUARTE s Ty betoab e saslebodees 1,27,000| 60,000

) Ans.: Cash paid for interest and tax Rs.(1,27,000)
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Calculate cash flow from extra ordinary item from the following information:

Current liabllities Last year | This year
Bank overdraft (Short term loan) 2,40,000| 3,50,000
Short term investment 40,000 1,00,000
Interest on investment - 20,000
Dividend received - 30,000

Hints: Interest on investment and dividend received either recorded on investing activities as
they are generated from investment or operating activities on extra ordinary items.
Ans.: Cash flow from extra ordinary item Rs1,00,000

Cash flow from operating activities

Following are the information of a company provided to you:
Cash collection from customers .  Rs.1,20,000

Cash paid to suppliers . (Rs.30,000)

Cash paid to employees and other, (Rs.20,000)

Cash paid for Tax and interest , (Rs.40,000)

Cash from extra ordinary items _ Rs.10,000

Required: Cash flow from operating activities.

Question No. 7

Following are the information of a company provided to you:

Ans.: Cash flow from operating activities Rs.40,000

Sales revenue Rs.7,00,000  Cost of goods sold Rs.3,40,000
Tax paid Rs.20,000  Interest paid Rs.15,000
Decreased in Bank overdraft Rs.60,000  Prepaid insurance increase by Rs.6,000
Decreased in short term investment Rs.50,000  Interest on investment Rs.22,000
Bills receivable increased by Rs.25,000  Debrtors decreased by Rs.15,000
Bills payable increased by Rs.35,000  Stock decreased by Rs.40,000
Sundry creditors decreased by Rs.45,000  Discount received Rs.5,000
Outstanding wages increased by Rs.12,000  Operating expenses Rs.1,80,000

Required: Cash flow from operating activities.
Ans.: Cash flow from operating activities Rs.1,88,000

Cash flow from Investing activities

Question No. 8

Following are the item of assets side of balance sheet.

Assets Last year | This year
Plant and machinery 8,00,000/ 17,00,000
Land and building...... 20,00,000( 16,00,000
Goodwill 1,30,000{ 50,000

Required: Cash flow from investing activities
Hints: Increase in intangible assets are treated as purchase of fixed assets and decreased in
intangible assets are treated as non operating expenses.

Ans.: Cash flow from investing activities Rs.(5,00,000)
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Question No. 9

Following are the information provided to you.

Purchase of land and buil dinglialiti il . o iisrenissinsiusssssnsisssasenssranivasssinssscnssensiss Rs.2,00,000
Sale of equipment at a loss of Rs.20,000 and Book value of equipment is.........uoveeuseces Rs.4,50,000
Purchade O Ve s eI o s bt rivare s bR stbosssesssn spommrassssimmpotiisasstoinssrisansn 81 1,2 0,000
Sl O T T e e e e e ottt hans oo smde et ok ot Rs.1,95,000
Sales of plant at a profit of Rs.25,000 & Book value of plantis........cccooreviiscuecirinenaes Rs.1,10,000

Required: Cash flow from investing activities.
Ans.: Cash flow from investing activities Rs.4 40,000
Cash flow from financing activities

Question No. 10

The Following are the liabilities item.

Liabilities Last year ! This year
Equity share capital......: 5,00,000{ 8,00,000
SHAre PIEMIUM v.ucvveumiecessssmsssissesausssisiessisssssssssssssssssssssssssssasessbaressssa s s bR R S 1,00,000{ 1,50,000
Preference share capital 2,00,0001 2,50,000
10% Debentures > | 1,00,000 -
Mortgage loan 80,000! 1,40,000
Profit and loss appropriation A/c (retained eaming) | 50,000/ 90,000

Additional information:
a)  Dividend paid Rs.40,000
b) Redemption on debenture at 10% premium.
Required: Cash flow from financing activities.
Ans.: Cash flow from financing activities Rs.3,10,000

Following are the information of liabilities.

Issue of equity shares Capital.........couuruesuerserusiinnisssiisis s Rs.3,00,000
Increase in share premium......ccoeeiiieccncnincnnensd AR e AR S DN Rs.60,000
Redemption of debentures .......uveuiiesisesisisieiesisssns s Rs.1,35,000
Premium on redemption of debenture ........ocuvueiueiiiimiiiniicisinss e Rs.15,000
Redemption of preference shares capital.........ovuevenirisimonsssinniniisissssines Rs.1,20,000
Long term 10an borrowed........cuuevuuveseimnemmsiisesmsiisinssinsis s Rs.1,00,000
Dividend Paid.......covuuiemniremeisimrinniisienssstses s s s Rs.75,000
Discount on redemption of preference shares capital........ccovvuecmiuniiniiniisieniiiens Rs.30,000

Required: Cash flow from financing activities.

Cash flow statement
Opening cash and bank balance ... Rs.90,000
Cash flow from Operating aCtVItES ....euvuersessessnsmsiseissssisiissississssssss s sieasees Rs.4,80,000
Cash flow from InVeSting aCHVITIES ..vvueverruesresiesistsssisssssessssirstsssessssssssssssssssssens Rs.(1,20,000)
Cash flow from financing aCHVILIES. ...vuvurueeresiessensissseissssssssssses s senss Rs.(1,50,000)

Required: Closing cash and Bank Balance.

Trading and profit and loss account for the year ended 31* Chaitra 2068.
Dr

Ans.: Rs.3,00,000

" Particulars Amount | Particulars Amour?tg i
To Opening stock 60,000By Sales 4,00,000
To Purchases... ; 3,00,000 | By Closing SLOCK ............ccummmmmimmimsnnnnn 1,00,000
To Gross profit 1,40,000
5,00,000 | 5,00,000
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To Operaling expenses 60,000|By Gpss profit b/d ’1‘40@
To Depreciation 40,000 | By Discount received 5,000
To Loss on sales of fixed assets........ccuuvvererrunnee 10,000 By Refund of tax...... 15,000
{To Net profit 50,000
! 1,60,000 1,60,000
Other balance sheet item
Particulars 31112/ 2067 31112/ 2068

Sundry creditors 70,000 40,000
Bills payable 15,000 40,000
Sundry debtors 30,000 45,000
Bills Receivable 75,000 30,000
Closing Inventory 60,000 1,00,000
Outstanding expenses 37,000 60,000
Prepaid expenses 7,000 15,000
Cash at bank 1,50,000 2,00,000

Required: Cash flow from operating activ

Question No. 14

The trading and P/ L A/c of a company for the year ended 30® December,

ities under: (a) Direct method (b) Indirect method
Ans.: Cash flow from operating activities Rs.85,000

2011 is given below:

Dr Cr
Particulars Amount Particulars Amount
1To opening stock 80,000|By Sales.. 3,00,000
To Purchase 19,20,000(Less: Retum 40,000 29,60,000
To Gross profit 12,00,000(By CloSing StOCK......covrvvererereerrerreereesrrresesser 2,40,000
32,00,000 32,00,000
To Office and Administration expenses ............. 2,00,000(By Gross Profit 12,00,000
To Selling and Distribution expenses 1,40,000 (B DISCOUNE. .2 bt iitaevesssmatomnstiosomendaboneicad 20,000
To Miscellaneous expenses....................... 1,20,000
To Net profit 7,60,000
] 12,20,000 12,20,000
The opening and closing balance of current assets and liabilities are:
1%t January |31% January
Account Receivable 3,20,000 2,20,000
Accounts Payable 1,20,000 1,60,000
T RGEE 0 P DRSO S e 50,000 40,000
'Bills Payable . 30,000 50,000

Required: Cash flow from operating activities using Direct Method

Question No. 15

Ans.: Cash from operaling activities Rs.7,70,000

The income statement of XYZ Co. Ltd. for the year ending 30" Chaitra is presented below:
: Particulars Amount | Amount
ISales 50,20,000 .
Less: Retum inward..............c.ooooooevvevenvverinnens 20,000/ 50,00,000
Less: Cost of goods sold :
1 Beginning iNVENLOT .........uusuusuuseesmressssssssssssssssssssssisscs 8,50,000
| Purchases 38,00,000
iLess: Ending inventory ..................... (8,00,000) | 37,50,000
| Carriage inward 50,000/ 38,00,000
l : Gross profit 12,00,000
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Less: Operating expenses:

Office expenses (including depreciation Rs.40,000) 2,00,000

Selling and distribution expenses) 2,20,000

Interest 40,000
Goodwill written off. 40,000{ 5,00,000
Net profit 7,00,000

Opening and closing balances

Particulars 1stBaishak | 30* Chaitra
Inventories 8,50,000 9,00,000
Sundry Debtors 4.00.000‘ 5,00,000
L T e o et e B T Tl il L v e e ke S C S S e e o 1,00,000 80,000
Sundry creditors 2,00,000 2,40,000
Fixed Assets 10,00,000/  14,00,000
Bills payable 50,000 40,000

Required: Cash from operating by using direct method.

Ans.: Cash from operating activities Rs.80,000

""" The balance sheets of a company as on 31* Chaitra are as follows:
Liabilities 2068 2069 Assets 2068 2069

Equity share capital.......c.c.cocouriemerrnnenns] 12,00,000{14,40,000{Machinery 12,80,000,18,24,000
Share premium 1,20,000{ 1,44,000|Investment 1,60,000{ 96,000
Profit and loss app. A/C.......ccccemrerinns 2,40,000{ 3,60,000{CloSing SOCK......c..evrveermmereueeriusrcssenned 1,20,000{_2,56,000
12% Mortgage l0an.......cccceemmeruariersenne 2,40,000 1,28,000 Bills receivable ...........ccuuwwressursresssvnnd 3_,20‘2(_)00 r__1.92,000
Bills payable 3,36,000| 4,32,000!Prepaid expenses 56,000 24,000
Outstanding eXpenses ........c..ewsereneenns] 24,000{ 16,000{Cash at bank balance...............cc...ueeed 2,24,000| 1,28,000

21,60,000125,20,000 21,60,000(25,20,000

Additional information:
o  Sales for the year 2068 was Rs.10,50,000 and 2069 is Rs.14,40,000.
o Cost of goods sold Rs.8,32,000.

e Office and administrative expenses (Excluding depreciation) Rs.1,80,000.
e Selling and distribution expenses (Excluding depreciation)  Rs.60,000.

*  Investment costing Rs.64,000 was sold at a profit of Rs.24,000.
»  Purchased machinery of Rs.7,44,000.
e Dividend distributed Rs.72,000.

Required: Cash flow statement using direct method.

Ans.: Operaling activities Rs.4,80,000; Investing activities Rs.(6,56,000) and Financing activities Rs.80,000

Retained amings .......couuecreciserneersnse 6,80,000{ 4,00,000|Short term investment.............

Following are the balance sheets of Krishtina Company as on 30" Chaitra.
Liabilities 2065 2064 Assets 2065 2064

Share capital 28,00,000/ 20,00,000|Land and building..........c...coevrerssrrnes 12,00,000; 12,00,000
Share premium........ceersesssecssssssssses 2,80,000{ 2,00,000|Plant and Machinery ..| 25,20,000{ 14,40,000
12% debentures 2,00,000| 4,00,000|Trade investment .........ccc.cveermvemnuecs - 1,10,000
Bank overdraft 4,00,000! 2,00,000Stock in trade .......ueceseimmcrrsenssiones 4,00,000{ * 6,00,000
Accounts payable..........cceewmuene ik 3,20,000/ 4,00,000{Sundry debtors.... 6,00,000{ 4,00,000
Provision for taxation..........ceeuemeemersens 2,40,000| 2,50,000!|Cash at Bank........... 2,00,000{ 1,00,000
Provision for dividend.........ccc.ccovuuusenenns 2,80,000/ 1,50,000!Prepaid insurance........ 80,000{ 1,00,000

2,00,000f 50,000

52,00,000/ 40,00,000

| 52,00,000( 40,00,000
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Additional information: :
Salss e REn T the Year 2065 08 i s e s i Rs.22,10,000
Cost of goods sold (including wages Rs.80,000) i5........ceeerrereeremremrmrnoesiesserssessersssen Rs.9,50,000
Operating expenses (including depreciation Rs.2,80,000) iS «............voeeevreereerern, Rs.4,00,000
L e AR R S T A Rs.50,000
e R SR S e SR s LR Rs.20,000
e R R R R o s e O SRR Rs.2,50,000
L e R S AR e L SR Rs.1,50,000
R R T E A TR E IO o110t yones s v o onsosai s nns et sonntoesonssom i Rs.13,60,000
a ,.Jntéest Gy T T e e e TR SR U SO e TR ST Rs.50,000

*  12% debenture redeemed at 20% premium, .
Required: Cash flow statement under direct method by showing:
i) Operating activities
ii) - Cash flow from investing activities
iii)  Cash flow from financing Activities

Hints: Dividend received and interest on investment either recorded on operating activities or
in investing activities. In this question interest on investment is recorded in operating
activities . ..

Ans.: Operating activities Rs.8,60,000; Investing activities Rs.(12,50,000) and Financing activities Rs.4,90,000

Question No. 18

The Balance sheer of Republic Limited as on 31* Chaitra are as follows:

Liabilities 2064 2065 Assets 2064 2065

Share capital 6,00,000{ 7,50,000|Fixed assets.............ccoowwrvrrrrrrrerrrnnns 7,50,000{ 10,50,000
Share premium 1,560,000 1,95,000|Stock 90,000 1,50,000
Profit and Loss Account 1,35,000{ 2,00,000|Bills receivable ..........cooooevvvvovero 1,05,000| 2,10,000
10% Dobentund = v iiineriis 1,65,000{  90,000/Cash balance................coooevvrvreerrroeee 3,15,000/ 1,05,000
Bills payable 75,000{ 1,05,000{Investment 75,000 1,50,000
ISundry Creditors ...........ceeveremereereenanene 1,20,000{  60,000{Short term investment..................... 1,05,000{ 1,35,000
Short term [oan.............ceeevververerrenncnns 1,80,000{ 3,40,000Prepaid expenses 30,000f 15,000
Outstanding eXpenses ............ooooooon. 45,000{ 75,000 :
iH— 14,70,000| 18,15,000 14,70,000/ 18,15,000
Additional Information:

Sales for the year 2065 Rs.10,00,000 = Cost of goods sold Rs.6,00,000
Operating expense Rs.1,80,000  Interest paid Rs.11,000
Dividend distributed Rs.70,000 Dividend received Rs.80,000
Fixed assets purchased for Rs.4,50,000  Tax paid : Rs.40,000
Depreciation of fixed assetsRs.70,000 Discount allowed to customers ~ Rs.29,000

Debentures is redeemed at 20% discount.

A part of fixed assets costing\l/ls.l,S0,000 with accumulated depreciation Rs.70,000 was sold at a

loss of Rs.30,000.

Required: Cash flow statement by showing cash from operating, Financing & investing activities

il:lx;tsﬂ Dividend received and interest on investment cither recorded on operating activities or

I in investing activities. In this question, dividend received is recorded in investing activities.
Ans.: Operating activities Rs.1,20,000; Investing activities Rs.(3,85,000) and Financing activities Rs.65,000

N




Question No. 19

Following are the balance sheets of Kabi Co. as on 31* Chaitra.
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Jr Liabilities Last year | This year Assets Last year | This year
Equity share capital...............oood 4,40,000{ 5,50,000{Land and building ...................cemmeeeneed 2,00,000{ 1,50,000
10% Debenture....... - 1,00,000{ Plant and Machinery.....................oce! 2,50,000/ 3,50,000
/Accounts payable... 75,000 50,000 inventories : 1,50,000/ - 2,00,000
Qutstanding wages ..............ccccoerencd 25,000{  70,000{Sundry Debtors............ccocceeesssesscesired 1,00,000] 75,000
Provision for taxation ..................e...| 40,000, 50,000 Cash at bank. 20,000 2,20,000
Reserve and surplus.......................... 1,20,000| 1,60,000
Provision for doubtful debs..............] 20,000{ 15,000 AT
7,20,000( 9,95,000 7,20,000; 9,95,000
Income statement at the end of 31t Chaitra, this year
Particulars Amount
Sales : 5,00,000
Less: Cost of goods sold: 1 TR
Purchases 2,50,000
Wages paid 60,000
Add: Beginning inventory 1,50,000
Loss: Ending inventory (2,00,000)| 2,60,000
Gross profit| 2,40,000
Less: Operating expenses
Other operating expenses 50,000
Interest on debenture 10,000
Depteciation on plant and machinery 50,000
N S S 00, ettt o e o St o N Cor L eyl S U, AL 50,000
Loss on sale of machinery (Depreciated value were Rs.50,0Q0) 20,000 1,80,000
Net income aftertax| 60,000
B o[0T b o o S s Ty O A Ay oo A B N 6 S 20,000

Retained earnings | 40,000

Purchase of plant and machinery Rs.2,00,000
Required: Cash flow statement under direct method

Ans.: Operating activities Rs.1,30,000; Investing activities Rs.(1,20,000) and Financing activities Rs.1,90,000

The derailed income statement of a company is given below: i
Particulars i Amount
S a0 BB e T (e e et e v s st NBovtsossssossbariioiontsimmsisbisnsbasbudin 8,00,000
Less: Cost of goods sold 5,00,000
Gross profit| 3,00,000
Less: Operating expenses:

(B e L im0 SRt B e e O 8 et s S oo e R L 1 90,000
Selling and adminiStrative OVEr NBAU..................ccuumueeeceeeeesieceesecesssmssssssssssssesssessessssssssssessasssssennee 60,000 | 1,50,000
i e T e e S M R L - S 1,50,000
e o L S L e L R R . I (O ) —~| 45,000
N T T B e e BT G i r o o MR Rl L SRR B A B ey 1,05,000
D T T b s e e R I T Lo L LIl 81 e 35,000
Retained earning| 70,000

Additional information:

__ltems | Lastyear  This year |
Cash #-.75,000{ 1,15,000
Debtors 3 60,000, 150000
Equity share capital ! 2,25,00! l' 3,75,000
12% Debentures 1,00,00: 50,000
T Lot o i par s e SRR e SR S ot e LI 7 R ¢ 2 75,000', 1,05,000
Investment 1,00,000 60,000

Net value of plant increased by Rs.1,10,000
Required: Cash flow statement under direct method by showing;

Cash flow from opgrating activities, investing activities and financing Activities
Ans.: Operating activities Rs.1,35,000; Investing activities Rs(1,60,000) and Financing activities Rs.65,000



5w damir

Question No, 21

The Balance sheets of Amar Company on 31" Ashadh are as below:

Liabilities Last year| This year Assets Last year! This year
Share capital 5,00,000] 6,00,000 Plap_'t(_aﬂd’ma/chk\ery ............................ 6,00,000] 8,00,000
Share premium 50,000/  60,000|Stoc 50,000{ 90,000
Relain eaming S¢.....cocceeosscecivsunseenees 70,000 1,20,000{Sundry debtors........ccuumsvessersesersesnans] 1,50,000{ 1,00,000 -
12% Debentures.............oowevvvvecsssenrons 1,30,000)  80,000{Cash at bank 1,00,000{ 55,000
Sundry creditors .. h 1,10,000L 1,30,000|Goodwill ... 20,000 5,000
Accounts payable 1,20,000 1,50,000{Accounts receivable...............cccerre.d 60,000{ 90,000
9,80,000| 11,40,000 9,80,000| 11,40,000
Additional information: \0
Sales for this year Rs.6,20,0 Goods purchased - + Rs,4,05,000
Depreciation .. Rs.50,000 Operating expenses Rs.1,20,000
Net value of plant increased by ‘" "Rs.2,60,000 Dividend paid Rs.25,000
Debentures is redeemed at 20% premium ; -

Discount allowed to customers Rs.20.000.
Discount received from suppliers Rs.15,000 y
Profit on sales ofplant (proceeds were Rs.80,000) were Rs.20:800
Required: Cash flow statement under direct method by showing:
Cash flow from operating activities, investing activities and financing Activities
Ans.: Operating activities Rs.1,60,000; Investing activities Rs.(2,30,000) and Financing activities Rs.25,000

-
Following are the balance sheets of Kavita Company as on 30" Chaitra.
Liabilities Last year | This year Assets Last year | This year
[Share capital 20,00,000{ 30,00,000|Fixed assets..........oe.crvsrrerns 'DJ‘ 15,40,0001 30,80,000
Share Premium ...........ecsrccssersersanes 2,00,000 3,00,000|Investment ey 6,00000] 4,00,000
10% Debenture..... ..| 2,00,000{ 5,00,000 Inventories i s 3.'60.00'(}__4.00,000
ceount payable.. .| 2,00,000—1,60,000{Account receivable,..............corree 4,00,000 3,00,000
ACCTUE WAGES .ucvvuruuesnennssarssaserssraneses 20,000,  40,000|Prepaid expenses...... ....|  60,000:—20,000
Provision for (axation q...........ccccuuseeses 160,000/ LZD,QOO CashalDaNK civercsirentessrssesirssssisonsons 1,00,000{ 2,00.000
T R — 2,20,000] 2,80,000 ‘
30,00,000/ 44,00,000 30,00,000/ 44,00,000
Income statement at the end of 31t Chaitra, This year
Particulars Amount
Sl Tat R i s, 20,00,000
Less: Cost of goods sold:
Beginning inventory 3,00,000
Add: Purchases 10,00,000
Wages paid 3,00,000
Less: Ending Inventory oy (4,00,000) | 12,00,000
Gross Margin| 8,00,000
Less: Operating expenses: . %
Other Operating expenses. 2,00,00Q:.
Depreciation on fixed assets 200,000
Loss an sale of fixed assets'(Book value Rs.1,20,000) : 20,000
= Provision fa'r[aﬁuarf ‘ < : 1,60,000/ 5,80,000
-Net Income B e T O AP T MR M oSS IR e S 2,20,000
Add: Profit on sale of investment (Costing Rs.2,00,000) S R r__%ég%
. ! : S5 Net Income| 3,60,000
Dividend paid Rs.3,00,000 and plant purchased Rs. 18,60,000.
Required: Cash flow statement underdirect method by showing: -
Cash flow from operating activities, investing activities and financing Activities.
Ans.: Operating activities Rs.igq,_go,o; Investing activities Rs.(14,20,000) and Financing activities Rs.11,00,000 p

s i
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Question No. 23

Following are the balance sheets of Kabindra Company as on 30" Chaitra.

mmfuuzm 3‘]%

Liabilities 2064 | 2065 Assets 2064 2065
Share capital 10,00,000|12,00,000|Fixed Assets. 12,00,000{ 14,00,000
Share premitum .......rvcessessneossncees 2,00,000| 2,40,000|Investments 2,00,000{ 1,00,000
10% Debentures...........cocceireereenronee 2,00,000{ 1,00,000{Cash 1,00,000{ 2,00,000
Bills payable 3,00,000] 3,40,000!Inventories 2,00,000.1,40,000
Retained amings ..........c....coueerveesrenne 1,00,000{ 2,00,000{Account receivable.............cvurmismecerens] 1,00,000{ 2,40,000
18,00,000|20,80,000 18,00,000|20,80,000
Additional information:
Netiprofit.duringithe yean: o e e etteirsencats e resvesstsusssinsshassmnascnnsn Rs.1,60,000
) DT eciatl OO X e S s o e e ey o Attt dyeneostesbosstsrotsoarstn Rs.60,000
Purchaselof X ed s TS e e it L s eausa et oo ria s s SaveaySanaisstaios Rs.3,60,000
)V e P a1 e e eha vt sesettinab et ssevorssaivisssdvacissfsesvutonsifrsosesss ssbsssatesnertonts Rs.60,000
A part of fixed assets (Book value were Rs.1 OO ,000) were sold foy Rs.50,000
Investment (Book value were Rs.1,00,000) were sold for / ............

Debcntur& were redeemed at 10% discount

Required: Cash flow statement under indirect method by showmg
i) Operating activities
ii) Cash flow from investing activities
iif) Cash flow from financing Activities

... Rs.1,20,000

Ans.: Operating activities Rs.2,00,000; Investing activities Rs.(1,90,000) and Financing activities Rs.90,000

Question No. 24

The opening and closing balances extracted from the balance sheet of a company are as below:

Assets and Liabilities Beginning| Ending
Inventory. 1,60,000f 1,92,000
Account receivable 2,56,000{ 1,60,000
Account payable 1,28,000{ 2,24,000
Outstanding salaries 32,000 16,000 .
Debentures ... 480,000/ 3,20,000
Provision for taxation 96,000 64,000
Provisian for dividend 64,000 96,000
(Net ) Rlant and Machinery 11,20,000{-19,20,000
Investment at cost 1,60,000+ 3,20,000
B B DB et essissesasnscormersistatiadsosssivossssiasimatsssiinoraigsssiassasinsssfie 16,00,000{ 22,40,000
Cash at bank 2,96,000 72,000
% Income statement for the year end [s....
Particulars Amount | Amount
S8 ROV TN it s o ol e ekt aricssositos o st tas o B esss s enisatnssboanssibnshsssiensespises 16,00,000
L8800 000 S B Ol st e ke it Nabssssasssisdravrasss usssestosussprnsibes o s 9,60,000
S Gross margin 6,40,000
Less: Operating expenses:
Office rent f| 192,000
Depreciation ~| .1,60,000
Premium on redemption of debenture............... .. S '} 16,000
" Interest on debentures % 32,000
Provision for taxation...........ceeeerreesensenressenes vensenens . 64,000
- Total OPEraling BXDBNSES .. csssserssststssissssssnsersssssssmasasssssossessasssssstyssssnsesssssrisirase e __4,64,000
R Net Income before other income 1,76,000
Profit on sale of plant (book value Rs. 1,28,000) | 32,00
¢ G Net income 2 08,000
Less: Provision for dividend 96,000
Retained earning 1,412,000

8
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Required: Statement of sources and application of cash showing net cash available from
Operating, Investing and Financing Activities.
Ans: Operating activities Rs.4,64,000; Investing activities (Rs.10,88,000) and Financing activities Rs.4,00,000

Question No. 25

The opening balance sheet and the related changes on it have been presented below: @

4

Increase
Liabilities lastyear | pe rease) Assets Last Year (ll)"e‘:;'::’)
Share capital 4,00,0000  80,000|FiXed ASSES..........ocorrerrmrsrs 4,80,000 1,60,000
Share premium .......ceemmmmssserssnees 40,000 8,000{Inventory 40,000 40,000
10% debentures ..........oeveeemrsnssasne 80,000{ (40,000)|Accounts receivable .........ccocccennns | 1,20,000f  (40,000)
Bills payable 40,000 (8,000){Cash at bank 80,000 (40,000
Accounts payable ............cewsireressnss 80,000 40,000
Retained Eaming.......coo.ccveevsurrerrenes 80,000 40,0001
7,20,000; 1,20,000 7,20,000{ 1,20,000
Income statement for this year
Particulars Amount | Amount
Sales Revenue 4,80,000
Less: Cost of goods sold......... 2,80,000
Less: Operating expenses:
" Depreciation 64,000
Other Operating expenses 80,000
Debenture premium 8,000
) Total operating expenses 1,652,000
V;‘Hﬂ Net Income before other income 48,000
Add: Profit on sale of fixed assets (Book value being Rs.16,000) 8,000
4 56,000
TRV A G i o e A e e VR~ S ne M e S o W 16,000
Retained earning 4,00,000

" Required: Statement of changes in Financial position showing net cash available from:
(i) Operating Activities (ii) Investing Activities (iii) Financing Activities.
* Ans.: Operating activities Rs.1,52,000; Investing activities Rs.(2,16,000) and Financing activities Rs.64,000

« The balance sheet of two different financial years are given below:
Liabilitles 1styear | 2™year Assets 1styear | 2™ year
Share capital 18,00,000(21,00,000{Fixed Assets 18,00,000{24,90,000
Profit and 108 A/C.........ccouvvemrrrvneenns 1,50,000| 2,40,000]Inventory 1,50,000| 2,10,000
b Long term loan........ 3,00,000| 6,00,000|Sundry debtors.........couvwurmumsnerssriennee 4,50,0001-6,00,000
Sundry Creditors 3,60,000| 6,90,000(Prepaid eXpenses .........uuuusisssesssnns 30,000{ 15,000
A Tax payable 75,000| 1,35,000{Cash and Bank..c......ccoweeeueeuresusseens 3,00,000| 4,64,000
\3 \'|Outstanding expenses...........c........ 45,000 15,000{Marketable securities..........ccverrersecse - 1,000
L \\° 27,30,00037,80,000 27,30,000(37,80,000
\h Dr. Trading and Profit and Loss Alc Cr.
B Particulars Amount Particulars Amount |
[ﬁ Opening stock 1,50,000 By Sales 34,00,000
{To Purchase 23,00,000¢ Less: Retum inward ..........ccoocvevvrnenes 1,00,000| 33,00,00
ILess: Retum OUWAND......cooovvvvveresirerneasnnns 50,000( 22,50,000{By Closing stock 2,10,00
{To Wage 3,00,000
{To Gross profit 8,10,000
| 35,10,000 35,10,000
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uired: Cash flow statement show Net cash available from:

(i) Operating Activities (i) Investing Activities (iii) Financing Activities
Ans.: Operating activities Rs.84,000; Investing activities Rs.(88,000) and Financing activities Rs.4,000

Question No. 28

Following are the balance sheet of XYZ Company as on 31" Chaitra.

+ Liabilities {styear | 2year Assets {3tyear | 2™ year
Share Capital 8,00,000| 8,00,000|Plant and eqUIPMENtS .....ocecssvienscsns 4,80,000| 8,00,000
Retained eamings .......osecseessusssnessenss 1,32,000| 3,56,000|Prepaid expenses.......... 5 4,000

SUNAIY CreditorS......meeussussssssssssssessueess 96,000| 1,60,000|Marketable securities 1,76,000) -

Accumulated depreciation ..........c...... 1,80,000| 2,16,000{INVENtOMES w.ovvvevvvusmresssussnns 3,12,000{ 4,16,000

3 Sundry Debtors......... 1,28,000{ 1,52,000

3 Cash...... 80,000| 56,000

Patents 1,08,000{ 1,02,000

12,88,000|15,32,000

12,88,000{15,32,000

6,000(

0w was fmzor 3%
To AAMINIStration eXPENSes ... 2.70,000|BY GIOSS PIOl vtz 810000 ~*
To Depreciation 150,000/ '
ToTaxpaid 1.80,000| |
o Net | i
2o s
s |9, 14,008} -
To Dividend 1,20,000/By Balance b/d....... 1,50,000
To Balance c/d | 240,000/By Net profit bid | 210,000
| 3,60,000! | 3,60,000
Required: Cash flow statement
'[Note: Marketable securities is assumed as cash equivalent]
Ans.: Operaling activities Rs.5,25,000; investing activities Rs.(8,40,000) and Financing activities Rs.4,80,000
The income statement and balance sheet of a company is given below:
Liabilities Year! | Yearll | Assets Yearl Year Il
Share capital 3,20,000 4.00.000§Land and BUIldING c..c.eccrveesrmensnsssnesnes | 80,000/ 80,000
Share premiUum c.....ueseeesssssssessssssness | 16,000 20,000|Plants and Machinery ........cermeenee 2,00,000| 2,40,000
10% Debenture.......... ’I 80,000]  40,000/{Investment at COSt..........cuweesssvursrirses 80,000{ 1,20,000
Account payable............ | 64,000 40,000Inventories 80,000 40,000
OQutstanding expenses... ; 8,000|  4,000{Prepaid eXpEnSes ....ccceicessiserssinnnes 3,200 4,800
Provision for taxation..... 24,000f 32,000{Accounts Receivable | 76,800] 59,200
Profit and LOSS AJC «...cueueusimmmsssrisssas 32,000]  32,000|Cash at bank.......cccrsssimmmsssisssssssee 24,000, 40:8680|24co0
5,44,000] 5,88000/ | '5,44,000] 5,84,000
Income statement of year Il 5 R0
Particulars T"Amount | Amount
S21ES REVENUE ..vvcvvvveserssssssssnssssssassssssssssssssssssssssssssssss 3,20,000
Less: Cost of goods sold: |
BEGINNING INVENMOTY coervvsessssesessssssssssesseso s s 00 80,000
Add : Purchases 88,000,
Less: Closing stock 40,0003
1,28,000
T et s PP = 72,000
Total cost of goods sold 2,00,000
Gross profit 1,20,000
Less: Operating expenses: |
Operating expenses (including depreciation Rs.24,000 and interest Rs.8,000) ......cccveuvuiuseee | 64,000 28
Debenture premium s o | 8,000 N
PrOVISION fOF 1AXAUOM ..vvvvvvressssesssssssssesssssssmsssssssssssssssssssssssssssssssssssssessssesssss s 32,000, 1,04,000{ % Y Y
Net income before other income 16,000 (o ° &
Add: Gain on sale of plant (cost Rs. 24,000 Accumulated depreciation RS.8000) .....uuususssssssesssess] 16,000} % ,5)
Total Net income! | 32,000
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Additional Information: :
i)  Net income for the period was Rs.2,00,000

i)  Dividend declared were Rs.76,000

iii) The marketable securities were sold at a gain of Rs.24,000

iv) Equipment with an original cost of Rs.32,000 and accumulated depreciation of Rs.16,000
was sold at an ordinary loss of Rs.32,000

Required: Prepare a statement of changes in financial position by applying indirect method
Ans.: Operating activities Rs.2,15,200; Investing activities Rs.(3,39,200) and Financing activities (Rs.76,000)

The following are the balance sheets of a company as on 30% for two years:
Liabilities 1styear | 2™ year Assets 1% Year | 2nd Year
Share capital 1,20,000{ 1,50,000|Fixed assets................ 2,10,000| 2,55,000
ONETO PIOITHUIN 5.c icstnsesassrsrsssassmssossarsons 12,000/ 15,000 {Investment .- 15,000
10% debentures 60,000{  45,000/Sundry debtors ...............ooooooo 45,000{ 54,000
Provision for dividend...............cooeeccvven. 12,000,  15,000!Inventories 30,000] 21,000
Provision for taxation..............cceeeevveee.. 36,000{ 45,000/Cash at bank 15,000{ 15,000
Retained eaming .........ccocuuveerrvecrrneen. 45,000f 60,000
3,00,000| 3,60,000 3,00,000] 3,60,000

Additional information: )

i)  Company sold fixed assets worth of Rs.30,000 with an accumulated depreciation of
Rs.15,000 for Rs.18,000. The depreciation for the year was Rs.30,000.

if)  Debentures were redeemed at a premium of 10%.

Required: Prepare Cash flow statement using indirect method.
Ans.: Operating activities Rs.70,500; Investing activities Rs.(87,000) and Financing activities Rs.16,500

Question No. 30

The comparative Balance Sheet and Income Statement have been given below: 2] £

Liabilities and Capital Year3 | Year4 Assets Year3 | Year4
Share Capital 2,00,000{ 3,00,000|Plant and Machinery ........civeeeceesenns 3,00,000/ 5,00,000
Share Premium 1,00,000{ 1,50,000|Investment 1,50,000{ 1,00,000
General reserve...2..........vevvevenonn, 1,94,400|. 3,49,400|Book debts.... ). ot 2,40,000/ 2,10,000
{Debentures 3,00,000{ 2,00,000 Inventoy. 150,000 1,60,000
Bank loan.... 70,000/ 1,20,000|Expenses prepaid.....................o.... 7,500 -6,500
Creditors .... 1 50,000{ -40,000|{Cash and-bank...........oocovrrrrrrrrennn.n. 2,00,000] 3,40,300
PIOVISION fOF {AX ... 54,000 60,000 i
Outstanding expenses 9,100 12,400 ) 57
Depreciatién fund.......................ccoo.... 70,000 - 85,000 j&

- 10,47,500/13,16,800| =Y 10,47,500/13,16,800
Income Statement for the year 4
Particulars ' ~ | Details | Amount

Sales revenue 12,00,000
Less: Cost of goods sold:

Opening inventory 150,000

Add: Purchases........ 400,000

Less: Closing inventory v | (160,000)

Add: Wages 200,000{ 5,90,000

o~ Gross profit 610,000

Less: Operating expenses:

General expenses : 3,00,000
| Interest ' 30,000
i Depreciation ............... . % - 35,000
g Premium on redemption of debentures f +15,000
| Provision for tax.-. 2 40,000] 4,20,000

—
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1,90,000
Add: Gain on sales of machinery (Cost Rs.1,00,000. Accumulated depreciation 20,000) ......c. ; 3,000
4 2,00,000
p Less: Loss on sale of investment 5,000
Net income 195,000
' Required: (2) Cash flow statement (apply direct method) showing cash from Operating activities
(b) Investing activities (c) Financing activities.
Ans.: Operating activities Rs.2,60,300; Investing activities Rs.(1 ,65,000) and Financing activities Rs.45,000
' The Income Statement and the Balance Sheets of the company are given below:
Income Statement
Particulars Amount
Sales revenue ... | 12,00,000
Less: Cost of goods sold 7,00,000
Gross profit| 5,00,000
Less: Operating expenses:
Depreciation 1,60,000
Other operating expenses 2,00,000
Premium on redemption of debenture 20,000! 3,80,000
Net profit before other income| 1,20,000
Add: Profit on sale of plant (Book value, 40,000) 20,000
1,40,000
Less: Dividend paid... 40,000
- Retained profit| 1,00,000
' Comparative Balance Sheet
Liabilities and equities Year2 | Year1 ; Assets Year2 | Year1
Share capital., 12,00,000110,00,000 |Plant 16,00,000/12,00,000
Share premium......imeeeesssssssssesisnes 1,20,000| 1,00,000{Inventories 2,00,000{ 1,00,000
' 10% debentures ........cccorieesseisrsnseneanass 1,00,000{ 2,00,000{Accounts receivable..........couewrruresseces 2,00,000{ 3,00,000
Bills payable 80,000 1,00,000{Cash 1,00,000| 2,00,000
Accounts payable ........cceiisssressies 3,00,000{ 2,00,000 ;
Retained aming .....cooccumsmrenssssssssee 3,00,000{ 2,00,000
_ 21,00,000{18,00,000 21,00,000{18,00,000
Required: Cash flow statement showing:
a) Cash from operating activities b) Cash from investing activities
¢) Cash from financing activities d) Cash balance.
Ans.: Operating activities Rs.3,80,000; Investing activities Rs.(5,40,000) and Financing activities Rs.60,000
The Balance Sheets of a company for two years are given below:
Liabilities Year1 | Year2 Assets Year1 | Year2
Equity Share capital..........ccccumminninns 7,00,000{10,00,000|Fixed @SSets .......cccormermrsemsssisssrsssenens 10,90,000( 16,30,000
Share premium ........ 70,000{ 1,00,000{Inventory 1,00,000| 1,30,000
12% DebNtUIES .........ccmmermerernesassersecs 2,00,000{ 1,00,000|Accounts receivable ............ccceurueees 80,000, 60,000
Provision for taX......cccueesemsemsssssssinns 20,000| 40,000|Prepaid expenses............... ..| 10,000{ 10,000
Provision for dividend ........cceeeeumesseinee 10,000{ 20,000({Cash 20,000{ 50,000
Accounts payable ..........eeumcsciininens 50,000{ 1,75,000
Accumulated depreciation ... 2,50,000{ 2,65,000 =
Profit and L0SS A/C ....covussursmussssssssnsenes -| 1,80,000 ]
" 4 13,00,0001 18,80,000 - 13,00,0001 18,80,000
Income Statement for the year 2 ;5
Particulars Amount
Sales revenue .10,00,000
Less: Cost of goods sold 3,00,000
7,00,000
(YT T ) 2] L PO—m————————— Ry 2,75,000]
5 - Gross Proﬁtf_l.zs.ouo
7/ %8
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Less: Operating expenses:
Administrative expenses o | ,gg,ooo
Depreciation ,000
Provision for tax 40,000
Provision for dividend ;

Interest paid 24,000
Premium on redemption of debentures ..5,000
Total operating expenses 2,60,000
Net profit| 1,65,000
Add: Gain on sale of fixed assets 15,000
Retained earning| 1,380,000}
Additional information:
* A plant costing Rs.40,000 with an accumulated depreciation of Rs.20,000 has been sold for
Rs.35,000

*  Dividend paid in year 2 Rs.10,000.
Required: Cash Flow Statement by using direct method
Ans.: Operating activities Rs.3,60,000; Investing aetivities Rs.(5,45,000) and Financing activities Rs.2,15,000

/4
\/Thc balance Sheet and income statement of a company are as follows: X/
Balance Sheet
Liabilities Year4 | Year5 Assets Year4 | Year5
{Share capital 4,00,000( 5,00,000|Plant and Machinery........................ 5,00,000| 5,50,000
‘§Share PIOMNUMYE S 2 a, o it s 40,000/  50,000|Investment . 1,20,000{ 70,000
iPmﬁt and loss Alc 40,000( 1,20,000(Book debts 1,00,000{ 1,20,000
SDebenlures 2,50,000| 1,00,000{Stock | 175,000 1,25,000
(Creditors 80,000]___50,0001Prepaid expenses........................ <] 10,000{ 15,000
'Provision for dividend ........................ 50,0001  35,000{Bank ........c...c..oueeeee 1,65,000/ 2,05,000
{Accumblated depreciation................ 2,10,000/ 2,30,000
| \ 110,70,000/ 10,85,000 10,70,000{10,85,000
Income Statement foryear5
{ Particulars Details | Amount
| Sales revenue.. ; 10,00,000
ILess: Cost of goods sold:
{ Beginning stock.................. .| 90,000
‘Add: Purchase 4,00,000
Less: Ending stock ‘ 1,20,000
: 3,70,000
‘ Wages 2,30,000{ 6,80,000
Less: Operating expenses s 4,00,000
, General expenses y beia=1701000
[/ Depreciation... ; 50,000
| Interest e A AR R A Sl T ERact g 25,000
; ERRRNVON UBDONIITE TOITO0....ccrvcrscosmscosissirsivossssissisiasitmsmmsissmmsislssiismimsmsbisstisoon 15,000
RIOVISIONBONRAIVIONG 1. soovessssetsosortesmsbossseisosnessos » 40,000/ 3,00,000
; %,V v 1,00,000
{Add: . Gain on sale of plant (Gost Rs.100,000 accumulated depreciation Rs.30,000) ...................... : 25,000
| L 1,25,000
Less: Loss on sale of investment....1............ . S . < 10,000
A [ R y 1,15,000
B e i : e 35,000
‘ AN Net income | 80,000

Required: Cash flow Statement showing cash from Operating activities, Investing activities,
- Financing activities and Cash balance.
Ans.: Operating activities Rs.1,65,000; Investing activities Rs.(66,000) ?nd Financing activities (Rs.1,10,000)

3 ‘ |
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Question No. 34

The Balance sheet of a Company are as follows:

aorg maiE fomzor 3R

Equities 2063 Rs. | 2064 Rs. Assets 2063 Rs. | 2064 Rs.
Share capital 4,00,000{ 6,30,000|Land and building............cccourvrvrrrrenn. 3,60,000| 4,25,000
8% Debenture...............coeenecirrerrronne 3,00,000{ 1,50,000{Plantand equipment...........c.cccnneeere. | 2,70,000{ 3,70,000
Current liabilities............... i 2 . 80,000{ 1,12,400!Inventory 90,000{ 60,000
Profit and loss A/C.......oveereeedecrn. 30,000{ 77,600{Book debts 35,000/ 45,000
Cash atbank........c.cuecussmenssseasenisnse 55,000/ 70,000
8,10,000/ 9,70,000 8,10,000/ 9,70,000
The income Statement of 2064 are as follows:
Particulars Detail | Amount
Sales. 6,00,000
N Less: Cost of goods sold:

Opening inventory 90,000

Purchase of material 1,60,000

Closing inventory (60,000)
Y a8 e e e T v oonsaassananvisonsdoismotssssbissiisd 1,20,000{ 3,10,000
Gross profit 2,90,000

TR0 L o SRR o G K G s e 0 O SRS e TR S e 90,000
Depreciation 30,000| 1,20,000
1,70,000
Less: Interest on debenture 24,000
1,46,000
LR e TRt L SN I, SRR R LY S SRR S CON P IR 58,400
87,600
Less: Dividend 40,000,
Retalned earnings| | 47,600

chuued (a) Cash flows from opcmung activities (b) Cash flows from investing activities (c) Cash

flows from financing activities (d) Changes in cash and cash equivalents
Ans.: Operating activities Rs.1,70,000; Investing activities Rs.(1,95,000) and Financing activities Rs.40,000

»
Followmg are the balance sheets of Kabindra Co. as on 30" Chaitra. . Ead
Liabilities 1% Year [ 2™ Year Assets 1% Year | 2" Year |
Share capital 7,00,000{ 9,00,000{Land and Building ..........ccc.orecurrerernnns 2,00,000/ 2,00,000
SNare, PromitMYe...suisosiesrisssnssisasnissises 35,000 - 45,000{Plant and Machinery ..........cocvevreuens 4,00,000{ 4,80,000
10% Debentures...........ceeeeprecrensenes 2,00,000( 1,00,000{Investment 2,05,000{ 3,50,000
Bank Overdraft ............ > cccicinnnee -/ 50,000{Inventories 2,00,000{ 1,00,000
Accounts payable ..........cccoeeerrecirennes 1,50,000{ 1,00,000{Prepald expenses....... 10,000{ 15,000
Accrued eXpenses.......cuuueressrsnies 20,000{ 10,000{Accounts receivable 1,60,000{ 1,20,000
Provision for fax..........ceeeursmreessereennns _50,000{ 70,000{Cash at Bank 50,000{ 80,000
Profit and LoSS A/C .......coueeieunnsennsacne _70,000{ 70,000 Ve RN e | Ml AT N o - ]
G 12,25,000)13,45,000 12,25,00013,45,000
1 Income Statement for 2 year )
Particulars Amount
Sales revenue 7,00,000
1:088: COSHOTG00US SOI Bl o coormivvaeiaisnssiainosssontiodisssanssstioniestisooss . 4,00,000
; Gross Margin| 3,00,000
Less: Operating expenses:
Depreciation 48,000
Interest . 20,000
Other expenses 72,000
Provision for tax L. 70,000 | 2,10,000
2 /ﬂet Income before other income 90 000
Add: Gain on sale of plant (Book value being Rs.32,000) ... 22,000
Total Net Income | 1,12,000!

Required: Cash Flow Statement by showing cash from operating, investing and financing activities.
Ans.: Operating activities Rs.2,33,000; Investing activities Rs.(2,51,000) and Financing activities Rs 48.02¢
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