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M.Com. DEGREE EXAMINATION, NOVEMBER 2017.
 I Year — I Semester
Core Major -II  -  ADVANCED MANAGEMENT ACCOUNTING AND DECISION MAKING
Time : 3 Hours












Max. Marks : 75
SECTION A – (10 × 2 = 20 marks)
Answer any TEN questions
1. Mention any two uses of funds flow statements.
2. What is meant by Cash flow statement?
3. Calculate the earnings per share from the following data:
                  `
Net profit after tax



         =    76,000
12% Preference share capital (`10 each)
= 3,00,000
Equity share capital (`10 each)

         = 2,00,000 
4. Calculate Debt-equality ratio from the following data:
               `
Equity share capital


=
10,00,000
10% Preference share capital
=
  5,00,000
Reserves



         =
  5,00,000
Loan from IDBI


         =
10,00,000
Current liabilities


=
  4,00,000
6% Debentures


         =
15,00,000




5. From the following particulars, prepare a production budget of Arun sales corporation for the year ended June 30,1987:
	Product
	Sales (units)
(as per sales budget)
	Estimated Stock (units)

	
	
	July 1,1986
	June 30,1987

	A
B
C
	1,50,000
1,00,000
   70,000
	14,000
  5,000
  8,000
	15,000
  4,500
  8,000


6. What do you understand by ‘Zero Base Budgeting’?
7. What is Budgetary Control?
8. From the following particulars, find out the selling price per unit if B.E.P is to be brought down to 9,000 units:
Variable cost per unit

` 75
Selling price per unit

`100
Fixed expenses

` 2,70,000
9. From the following details, calculate profit when sales are ` 1,50,000:
Break even sales :` 50,000
Fixed cost `10,000
10. P/V  Ratio : 40%
Margin of safety: 50%
Sales: `8,00,000
Find out (a) Net profit: (b) BEP

11. Standard Output 

100 units
Standard Time per unit
2 hrs
Standard Rate per hour
`3
Actual output 


80 units
Total Actual time taken
150 hours
Actual Rate per hour

`3.50
12. What is meant by ‘Sales Variance’?
SECTION B – (5 × 5 = 25 marks)
Answer any FIVE questions
13. A company’s reported current profit of `90,000 after incorporating the following:

	Profit on sale of non-current assets
Profit on revaluation of investments
Dividend income on investments
Loss on sale of equipment 
Premium on redemption of debentures
Discount on issue of debentures
Depreciation on machinery
Depletion of natural resources
Amortization of goodwill
Interim dividend
Excess provision of taxation 
Transfer to general reserve
Preliminary expenses written off
	           `
50,000
3,000
5,000
11,000
2,000
2,500
25,000
11,500
25,000
12,500
21,000
6,000
1,500



You are required to calculate the net inflow of funds from operations.
14. How does a Cash Flow Statement differ from a Fund Flow Statement?
15. Calculate the trend percentages from the following data taking 1995 as the base year.

	Current assets
	As at 31st December

	
	1995
`
	1996
  `
	1997
`
	1998
    `

	Cash at bank
Book debts
Stock
Bills receivable
	20,000
30,000
40,000
10,000
	24,000
36,000
60,000
15,000
	26,000
50,000
80,000
20,000
	30,000
60,000
1,00,000
30,000


16. The expenses budgeted for production of 5000 units in a factory are furnished below:
       `
Materials 



 



—                       40
Labour 







—


30
Direct expenses 






—


20

Factory expenses (30% fixed) 



— 


30

Selling and Distribution expenses (15% fixed)      —  


20
Administration expenses (100% fixed)


—


  5
Prepare a flexible budget for production of 
(i) 4000 units and 
(ii) 7000 units and also calculate the Cost per unit at those levels of production.
17. Following particulars have been taken from the books of ABC Ltd.

	
	1995
`
	1996
      `

	Sales 
Profit / Loss
	20,00,000
1,00,000 (Loss)
	25,00,000
1,00,000 (Profit)


        Calculate:
a) P/V Ratio
b) Break – even sales
c) Sales required to earn a profit of `5,00,000
18. From the following particulars, find the (i) Material Cost Variance, (ii) Material Usage Variance and                    
        (iii)   Material Price Variance:
Quantity of material purchased


3,000 units
Value of material purchased 


`9,000
Standard quantity of material required
per tonne of finished product

         25 units
Standard rate of material



Nil
Opening stock of material



500 units
Closing stock of material 



80 tonnes
Finished production during the period.
19. The standard cost card reveals the following information:
Standard labour rate



50 paise per hour
Standard hours required per unit

10 hours
Actual data are given below:
Units produced



           500
Standard hours worked 


6,000
Actual labour cost



2,400
Calculate labour variances.
SECTION C – (2 × 15 = 30 marks)
Answer any TWO questions
20. The following are the summaries of the balance sheets of Radha Co. Ltd., as at 31st Dec. 1998 and 
         31St Dec. 1999.
	Liabilities
	1998
`
	1999
`
	Assets
	1998
`
	1999
`

	Share capital 
P and L A/c
Reserves
Tax provision
Bank overdraft
Bills payable
Creditors
	10,00,000
1,68,000
1,60,000
1,50,000
1,00,000
80,000
2,80,000
19,38,000
	12,00,000
56,000
1,60,000
1,30,000
---
60,000
2,60,000
18,66,000
	Goodwill
Fixed assets
Stock
Prepaid expenses
Debtors
Cash at bank
Cash at hand
	---
10,00,000
3,00,000
8,000
3,30,000
2,00,000
1,00,000
19,38,000
	1,20,000
9,60,000
2,00,000
6,000
2,00,000
2,40,000
1,40,000
18,66,000



The following additional information was obtained from the company:
(i) In 1999, a dividend of `1,68,000 was paid
(ii) Assets of another company were purchased at `2,00,000, payable in 20,000 shares of `10/-each. The assets included-stock `20,000; fixed assets `60,000 and goodwill `1,20,000.
(iii) Income tax paid in 1999 was `20,000.
(iv) Net profit in 1999 was `76,000 before charging tax.
You are required to prepare:
a)    A schedule of changes in working capital and 
b)    A statement of sources and applications of funds.
21. ABC Company Ltd., has given the following particulars. You are required to prepare a cash budget                       for the three months ending 31-12-1999.
	Months
	  Sales
   `
	  Materials
      `
	  Wages
    `
	Overheads
          `

	August
September
October
November
December
	20,000
21,000
23,000
25,000
30,000
	10,200
10,000
9,800
10,000
10,800
	3,800
3,800
4,000
4,200
4,500
	1,900
2,100
2,300
2,400
2,500


(i) Credit terms are:
Sales/Debtors – 10% sales are on cash basis, 50% of the credit sales are collected next month and the balance in the following month.

Creditors 
–    Materials 2 months

· Wages 1/5 month
· Overheads ½ month
(ii) Cash balance on 1-10-1999 is expected to be `8,000
(iii) A machinery will be installed in August 1999 at a cost of `1,00,000. The monthly instalment of `5,000 is payable from October onwards.
(iv) Dividend at 10% on preference share capital of `3,00,000 will be paid on 1st Dec. 1999
(v) Advance to be received for sale of vehicle `20,000 in December
(vi) Income tax (advance) to be paid in December `5,000
22. (a)   Due to industrial depression, a plant is running at present at 50% of its capacity. The following               
               details are available:
               Cost of production per unit.
	
	    `
	
	

	Direct materials
Direct labour
Variable overhead
Fixed overhead
	2
1
3
2
8
	Production per month
Total cost of production 
Price
Loss
	20,000 units
`1,60,000
1,40,000
20,000


    An exporter offers to buy 5,000 units per month at the rate of `6.50 per unit and the company         
    hesitates to accept the offer fearing        
    increase of further operating 
losses.


Advise, whether the company should accept or decline this offer.
23. Write short notes on the following
a.  Overhead variance
b.  Utility of Ratio Analysis. 
——————
[P.T.O.]
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