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B.Com. (Acc. & Fin.) DEGREE EXAMINATION, NOVEMBER 2015.
III YEAR — VI SEMESTER

Major IX — MANAGEMENT ACCOUNTING
Time : 3 hours
    



Max. Marks : 75

SECTION A — 10 × 2 = 20 marks)

Answer any TEN questions.

1. Define management accounting.

2. State two examples of financial statements.

3. Prepare a comparative statement of fixed assets.

	Fixed assets
	31.3.1998
	31.3.1999

	Land and buildings
	1200000
	2800000

	Plant and machinery
	600000
	1800000

	Furniture
	200000
	300000


4. What is a leverage ratio?

5. Find gross profit ratio 

	Gross profit
	27000

	Cost of sales
	33000

	Opening stock
	12000

	Closing stock
	16000


6. A company declared a dividend of 20% on its equity share of  ` 10  paid up and the market price is ` 25. Calculate dividend yield ratio.

7. State two objectives of budgetary control.

8. Calculate cash from operations.

	Profit and loss a/c for the year ended 31.3199

	Particulars
	Amount
	Particulars
	Amount

	To salaries
	30000
	By gross profit
	140000

	To rent 
	25000
	By profit on sale of plant
	15000

	To loss on sale of land
	10000
	By income tax refund 
	10000

	To depreciation
	7000
	
	

	To preliminary exp. Written off
	5000
	
	

	To N.P
	   88000
	
	

	
	 165000
	
	165000


9. Compute funds from operations.

	

	31.12.1997
	31.12.1998

	P&L Appropriation a/c
	90000
	220000

	General reserve
	60000
	75000

	Goodwill 
	30000
	15000

	Preliminary expense
	18000
	12000

	Provision for depreciation on machinery
	30000
	36000


10. What is capital budgeting?

11. A project costs ` 250000 and yields an annual cash inflow of ` 50000 for 7 years. Calculate pay back period.

12. Compute accounting rate of return on average investment for an equipment costing ` 12 lakhs and yielding an annual income of  ` 90000.
SECTION B — (5 × 5 = 25 marks)

Answer any FIVE questions
13. Explain the limitations of management accounting.

14. Calculate trend percentages taking 1995 as base year.

	Current assets
	1995
	1996
	1997
	1998

	cash
	20000
	24000
	26000
	30000

	debtors
	30000
	36000
	50000
	60000

	stock
	40000
	60000
	80000
	100000

	bills receivable
	10000
	15000
	20000
	30000


15. State the advantages of ratio analysis.

16. Calculate debtors turnover ratio and creditors turnover ratio.

Opening debtors 30000                             
purchase returns 4300

Opening creditors 40000                           
sales returns 400

Cash received from debtors 116100       
closing creditors 44400

Cash paid to creditors 102000                   
closing debtors 29900

17. 
The present sales of ABC Ltd is `60000 at 60% capacity of the plant. Sales manager assures that with a reduction of 10% in the selling price he would be able to increase the sales. Prepare flexible budgets at 60%, 70% and 80% capacity at current selling price and the proposed selling price.

Selling price 10 p.u

Variable cost 3 p.u.

Semi variable cost : 6000 fixed and 0.50 p.u.

Fixed cost 20000 at present level and 24000 at 80% capacity.

18. 
Prepare a cash flow statement

Balance sheet as on 31st December

	Liabilities
	2001
	2002
	    Assets
	2001
	2002

	Share capital
	65000
	78000
	    Fixed assets
	83000
	86000

	P&L ac
	4000
	6500
	    stock
	29000
	37000

	debentures
	30000
	25000
	   cash
	8000
	9000

	creditors 
	17000
	16000
	   prepaid exp
	1000
	1500

	Bills payable
	4000
	5000
	   goodwill
	1000
	-----

	o/s expenses
	2000
	3000
	
	
	

	
	122000
	133500
	
	122000
	133500


19.
Rank the two projects X and Y requiring an investment of ` One lakh according to their pay back period. Cash inflows are as follows.

	Year
	1
	2
	3
	4
	5

	X
	20000
	35000
	35000
	20000
	25000

	Y
	20000
	22000
	22000
	18000
	18000


SECTION C — (2 × 15 = 30 marks)

Answer any TWO questions.

20.
Prepare the balance sheet of A Ltd with detailed workings.

Paid up capital 50000

Plant & machinery 125000

Sales per annum 500000

Gross profit margin 25%

Credit sales 80% of net sales

current ratio 2 

fixed assets turnover 2

Inventory turnover 4

Sales returns 20% of sales

Average collection period 73 days

Bank credit to trade credit 2

Cash to inventory 1:15

Total debts to current liabilities 3

21. 
Prepare cash budget for three months ending 31st Dec. 2000. The balance of cash on 1st October 2000 is 8000.

	Month
	sales
	purchases
	wages
	overheads

	Aug.
	20000
	10200
	3800
	1900

	Sept.
	21000
	10000
	3800
	2100

	Oct.
	23000
	9800
	4000
	2300

	Nov.
	25000
	10000
	4200
	2400

	Dec.
	30000
	10800
	4500
	2500


(a) sales 10% is on cash basis. 50% of credit sales is collected in the next month and balance in the following month.
(b) creditors : materials 2months, wages 1/5 month, overheads 1/2 month.
(c) machinery costing ` One lakh will be installed in august . Monthly instalment of ` 5000 will be payable from october.
(d) dividend @10% on preference shares of ` Three lakhs will be paid in december.
(e) advance to be received for sale of vehicle in December ` 20000
(f) advance income tax payable in December ` 5000.

22.
Prepare fund flow statement.

	
Liabilities
	1992
	1993
	   Assets
	1992
	1993

	Share capital
	200000
	210000
	   Fixed assets 
	350000
	475000

	retained earning
	160000
	300000
	   Inventory
	100000
	95000

	premium on 
	
	
	   Bills 
	
	

	shares
	-----
	5000
	   receivable
	43000
	50000

	accumulated depreciation
	80000
	100000
	   prepaid exp
	4000
	5000

	debentures
	60000
	----
	   cash
	15800
	10200

	bills payable
	37800
	40200
	  commission on shares
	25000
	20000

	
	537800
	655200
	
	537800
	655200


Additional informagion

(a) Depreciation for the year is ` 20000
(b) Income tax paid was ` 40000
(c) Interim dividend paid during the year was ` 20000.

23.
A company is considering a project requiring a capital outlay of ` 2 lakhs. The annual income after depreciation but before tax for five years is 100000, 100000, 80000, 80000 and 40000. Depreciation is 20% on original cost and tax is 50%. Evaluate the project on payback period, net present value at 10%, rate of return on original investment and rate of return on average investment.
———————
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