1. Statement of changes in working capital for the year 2019



FUND FLOW STATEMENT
The Balance sheet of AB Ltd as on 31.3.18 and 31.3.19 are as under:
										    2018		2019
I. Equity and Liabilities:
1. Shareholders' Fund:
a. Equity share capital			 300000	             500000
10% Redeemable
 Preference shares			 300000             200000
b. Reserve and Surplus
General Reserve 				 40000               60000
Capital Reserve				 – 	             50000
Profit and loss account			 36000                54000
2. Non-current liabilities: 				 -		 -
3. Current liabilities: 
Trade Payable 					88000                130000
Provision for Taxation 				56000                 64000
Proposed Dividend 					54000                 66000
                    						874000              1124000
II. Assets:
1. Non-Current Assets:
(I) Fixed assets
(a) Tangible:
Land and building	                  200000             150000
Plant and machinery		    180000            382000
(b) Intangible:
Goodwill 			    120000             94000
(ii) Non- Current Investment 	    20000               70000
2. Current Assets
Inventory 					     170000 	156000
Trade Receivables 				     150000           216000
Cash and cash equivalents 			      34000             56000
                     					   874000           1124000


Additional information
· In 2019, Rs.36000 depreciation has been written off Plant and machinery and no depreciation has been charged on land and building.
· A piece of land has been sold out and profit on such sale has been transferred to capital Reserve.
· A plant was sold for Rs.24000 ( WDV Rs 30000)
· Dividend received amounted to Rs. 4200 which included pre-acquisition dividend of Rs. 1200.
· An interim dividend of Rs 20000 has been paid in 2019.
You are required to prepare:
· Statement of sources and Application of funds
· Statement of changes in working capital for the year 2019

Solution:
Statement of sources and Application of Fund of AB Ltd for the year ended 31.3.19

	Sources
	Amount
	Applications
	Amount

	Sale of land and building (wn1)
	100000
	Purchase of plant and machinery(wn2)
	268000

	Sale of plant and machinery
	24000
	Purchase of Non-Current Investment(wn3)
	51200

	Dividend from Non-Current Investment
	4200
	Proposed dividend paid(wn4)
	54000

	Issue of Equity shares
	200000
	Interim dividend paid
	20000

	Fund from operation (wn 6)
	253000
	Tax paid (wn 5)
	56000

	
	
	Redemption of preference shares
	100000

	
	
	Increase in working capital
	32000

	
	58120
	
	581200



Statement of changes in working capital of AB Ltd.
for the year ended 31.3.19

	Particulars
	
	2018
	2019
	Changes in working capital

	
	
	
	
	Increase
	Decrease

	Current Assets(CA):
Inventory
Trade Receivables
Cash and cash equivalents
                    Total
	
	

170000
150000

34000
354000
	

156000
216000

56000
428000

	

-
66000

22000


	

14000
-



	Current liabilities(CL):
Trade payables
                    Total
	
	

88000
88000
	

130000
130000
	
	

42000

	Working capital (CA-CL)
	
	266000
	298000
	88000
	56000

	Increase in working capital
	
	32000
	-
	-
	32000

	
	
	298000
	298000
	88000
	88000




Working notes:
1. Land and building Account
	Particulars
	Amount
	Particulars
	Amount

	To Balance b/d 
	200000
	By Bank (sale)
(Bal.fig.)
	100000

	To Capital Reserve
(profit on sale)
	50000
	
	

	
	
	By Balance c/d
	150000

	
	250000
	
	250000



2. Plant and machinery
	Particulars
	Amount
	Particulars
	Amount

	To Balance b/d
	180000
	By Depreciation a/c

	36000

	To Bank (purchase)
(Bal. fig.)
	268000
	By Bank (sale)

	24000

	
	
	By profit & loss  a/c 
	6000

	
	
	By Balance c/d
	382000

	
	448000
	
	448000



3. Non-Current Investment
	Particulars
	Amount
	Particulars
	Amount

	To Balance b/d
	20000
	By Bank (pre-acquisition dividend)

	1200

	To Bank (purchase)
(Bal. fig.)
	51200
	By Balance c/d
	70000

	
	71200
	
	71200


4. Proposed Dividend Account
	Particulars
	Amount
	Particulars
	Amount

	To Bank a/c
	54000
	By Balance b/d 
	54000

	To Balance c/d 

	66000
	By profit & loss  a/c 
(dividend declared)
	66000

	
	120000
	
	120000



5. Provision for Taxation Account
	Particulars
	Amount
	Particulars
	Amount

	To Bank a/c (Tax paid)
	56000
	By Balance b/d 
	56000

	To Balance c/d 

	64000
	By profit & loss  a/c 
(Tax provided)
	64000

	
	120000
	
	120000


It is assumed that Tax liability and opening provision was same.
6. Profit and loss (Adjusted) Account

	Particulars
	Amount
	Particulars
	Amount

	To Depriciation on p/m
	36000
	By Balance b/d
	36000

	To loss on sale of p/m 
	6000
	By Dividend from investment (post acquisition)
	3000

	To proposed dividend
	66000
	By Trading profit ( fund from operation)
	253000

	To provision for tax
	64000
	
	

	To Goodwill written off
	26000
	
	

	To General Reserve
	20000
	
	

	To interim dividend
	20000
	
	

	To Balance c/d
	54000
	
	

	
	292000
	
	292000


In case of any query, mail to sabame18@gmail.com

