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Answer ALL questions (5 x 20 = 100 Marks)

1.
Case Study (Compulsory):


Mr. Zia manufactured and sold 50food processors during the month of March 2011. The following cost information is provided for the month.

Raw material consumed



- Rs. 60,000

Direct labour






- Rs. 55,000

Indirect labour





- Rs. 15,000

Factory rent                           


- Rs. 20,000

Depreciation of plant and machinery 
- Rs. 26,000

Office expenses   





- Rs.19,000

Advertising expenses                          
- Rs. 25,000

Salesmen’s commission                     
- Rs. 20,000

Sales for the month of March             
- Rs. 2,50,000

The company plans to produce 60 food processors during April 2011. The price of raw material is expected to rise by 20% and direct labour cost by 10% in April. There is no change in other manufacturing expenses, office expenses and advertising expenses. 

You are required to prepare a statement showing the price at which the food processors would be sold in April 2011 so as to earn a profit of 20% on the selling price.
2.
Explain horizontal and vertical analysis.
(OR)

3.
What are fixed costs, variable costs and semi variable costs? Explain using suitable examples.

4.
Explain cost volume profit analysis.

(OR)

5.
The following costs and sales of a manufacturing company for the first half and second half of 2010-2011 are given:

                                       First half         Second half

Sales                             24,00,000          30,00,000

Total Cost                     21,80,000          26,00,000

You are required to determine:

a. Contribution margin ratio

b. Annual fixed cost

c. Break-even point

d.
Margin of safety as percentage of sales.

6.
Explain budget, budgeting and the types of budgets.

(OR)

[P.T.O.]

7.
From the following particulars prepare a three months cash budget.( in Lakhs)

The sales forecast for first five months of coming year is forecasted by the manager.

January          Rs.40,00,000

February        Rs. 45,00,000

March             Rs.55,00,000

April               Rs.60,00,000

May                Rs.50,00,000

Other data are as follows:

a.
Debtors and creditors balances at the beginning of the year are Rs.30 lakhs and Rs.14 lakhs respectively. The balances of other relevant assets and liabilities are : Cash balance, Rs.7.5 lakhs, Stock Rs51 lakhs, Accrued sales commission Rs.3.5 lakhs.

b.
40% sales are on cash basis and credit sales are collected in the following month.

c.
Cost of sales is 60% of sales.

d.
The only other variable cost is a 5% commission to sales agents. Sales commission is paid in the month after it is earned.

e.
Inventory (stock) is kept equal to the sales requirement for the next two months budgeted sales.

f.
The trade creditors are paid in the month following purchases.

g.
Fixed costs are Rs.5 lakhs per month, including Rs.2 lakhs depreciation.

8.
A company is considering an investment proposal to install new milling controls at a cost of Rs.50,000. The facility has a life expectancy of 5 years and no salvage value. The tax rate is 35% and assume the firm uses a straight line depreciation and the same is allowed for tax purpose. The estimated cash flow before depreciation and tax from the investment proposal are as follows

Year                                         Cash Flow Before Tax(Rs.)
1                                                     10,000

2                                                      10,692

3                                                      12,769 

4                                                      13,462

5                                                      20,385

Compute the following:

a.
Payback period.
b.
Average rate of return.
c.
Internal rate of return.
d.
Net present value at 10% discount rate.

(OR)

9.
What is Net Present Value? Discuss the limitations of Net Present Value.






