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Answer ALL questions (5 x 20 = 100 Marks)

1.
Case study: (Compulsory)
Remember Ltd. has an annual production of 50,000 units for a motor component. The company’s cost structure is as given below:






Rs. Per Unit.


Material



270


Labour (25% fixed)
180


Expenses:



Variable

   
  90



Fixed


135







-----





Total
675







-----

a.
The purchase manager has an offer from a supplier who is willing to supply the component 
at Rs.540 per unit. Should the component be purchased and production stopped?

b.
Assume the resources now used for this component’s manufacture are to be used to produce another new product for which the selling price is Rs.485 per unit. For producing this new product, material price would be Rs.200 per unit. 90,000 units of this product can be produced at the same cost basis for labour and expenses. Discuss whether it would be advisable to divert the resources to manufacture that new product on the footing that the component presently being produced would instead of being produced, be purchased from the market.

2.
What are the scope and functions of management accounting? Explain.

(OR)

3.
How does management accounting differs from financial accounting? Explain.

4.
How are the financial statements analyzed? Explain the various types of financial statement analysis.

(OR)

5.
You are given the following information pertaining to the financial statements of XYZ and Co., Ltd., as on 31.12.2006. On the basis of information supplied, you are required to prepare Trading and Profit and Loss A/C for the year ended 31.12.2006  and a Balance Sheet as at that date:


Net current assets




Rs. 2,00,000


Paid up share capital



Rs. 6,00,000


Current Ratio





=  1.8 : 1


Quick Ratio





=  1.35 : 1


Fixed assets to shareholders’ equity 
=  80%


Ratio of gross profit to turnover

=  25 %


Net profit to paid up share capital

=  20%


Average rate of stock turnover

=  5 times


(on cost of goods sold)


Average collection period 


=  36.5 days.


On 31.12.2006, the current assets consisted only of stock, debtors and bank balance. The liabilities included share capital and current liabilities while assets consisted of fixed assets and current assets.

[P.T.O]
6.
From the following balance sheets of ‘A’ Ltd., for 2005 and 2006, draw out a funds flow statement and statement of changes in working capital:

Balance Sheet

	Liabilities
	2005

Rs.
	2006

Rs.
	Assets
	2005

Rs.
	2006

Rs.

	Equity share capital
	2,00,000
	3,00,000
	Goodwill
	   50,000
	   40,000

	6% Redeemable Pref Share Capital
	1,00,000
	50,000
	Land & Buildings
	1,00,000
	   75,000

	General Reserve
	20,000
	30,000
	Plant 
	   90,000 
	1,91,000

	Capital Reserve
	-
	25,000
	Investments
	   10,000
	   35,000

	Profit & Loss A/C
	18,000
	27,000
	Debtors
	   60,000
	   90,000

	Proposed Dividend
	28,000
	39,000
	Stock
	   85,000
	   78,000

	Provision for Tax
	28,000
	32,000
	Bills Receivable
	   15,000
	   18,000

	Sundry Creditors
	25,000
	47,000
	Cash in hand
	     7,000
	     6,000

	Bills Payable
	10,000
	6,000
	Cash at Bank
	   10,000
	   22,000

	Liability for expenses
	8,000
	6,000
	Preliminary Exp.
	   10,000
	     7,000

	Total
	4,37,000
	5,62,000
	Total
	4,37,000
	5,62,000


a.
In 2006, Rs. 18,000 depreciation has been written off plant account and no depreciation has been charged on land and buildings.

b.
A piece of land has been sold out and the balance has been revalued, profit on revaluation and sale being transferred to capital reserve.

c.
A plant was sold for Rs.12,000 (W.D.V. Rs.15,000)

d.
Rs. 2,100 dividend has been received but includes Rs.600 pre-acquisition dividend. 

e.
An interim dividend of Rs.10,000 has been paid in 2006.

(OR)

7.
From the following details relating to the accounts of Grow More Ltd., prepare Cash Flow Statement as per AS-3 by indirect method:

Balance Sheet.
	Liabilities
	31.03.2002

Rs.
	31.03.2001

Rs.
	Assets
	31.03.2002

Rs.
	31.03.2001

Rs.

	Share capital
	10,00,000
	8,00,000
	Plant & Machinery
	7,00,000
	5,00,000

	Reserve
	2,00,000
	1,50,000
	Land & Buildings
	6,00,000
	7,90,000

	P&L A/C
	1,00,000
	60,00,000
	Investments
	1,00,000
	-

	Debentures
	2,00,000
	-
	Sundry Debtors
	5,00,000
	7,00,000

	Provisions for Tax
	1,00,000
	70,000
	Stock
	4,00,000
	2,00,000

	Proposed Dividend
	2,00,000
	1,00,000
	Cash
	2,00,000
	2,00,000

	Sundry Creditors
	7,00,000
	8,20,000
	
	
	

	Total
	25,00,000
	20,00,000
	Total
	25,00,000
	20,00,000



Additional Information:

a.
Depreciation @ 25% was charged on the opening value of plant & machinery.

b.
During the year one old machine costing Rs.50,000 (WDV Rs. 20,000) was sold for Rs.35,000.

c.
Rs. 50,000 was paid towards income tax during the year.

d.
Building under construction was not subject to any depreciation.
8.
What are the different classifications of Budgets?  Explain.
(OR)
[P.T.O]

9.
The following data are available in a manufacturing company for a yearly period:

a. 
Fixed Expenses:


Rs. (in Lakhs)


Wages and salaries



9.5


Rent, rates and taxes


6.6


Depreciation




7.4


Administrative expenses

6.5

b. 
Semi-Variable Expenses (at 50% capacity):


Maintenance and repairs

3.5



Indirect labour



7.9


Salesman salaries



3.8


Administrative expenses

2.8

c.
Variable Expenses (at 50% capacity)


Materials 




21.7


Labour





20.4


Other expenses



 7.9


Total Cost




98.0
Assume that the fixed expenses remain constant for all levels of production. Semi-Variable expenses remain constant between 45% and 65% of capacity, increasing by 10% between 65% and 80%  capacity and by 20% between 80% and 100% capacity.

Sales at various levels are:






Rs. (in lakhs)



50% Capacity


100


60% Capacity


120


75% Capacity


150


90 % Capacity


180


100 % Capacity

200

Prepare a flexible budget for the year and forecast the profit at 50%, 60%, 75%, 90% and 100% of capacity.







