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FINANCIAL AND MANAGEMENT ACCOUNTING

Time : 3 hours
Maximum  marks : 75

SECTION A — (3 × 5 = 15 marks)

Answer any THREE questions.

1. State the various accounting concepts.

2. What is meant by funds flow statement? State its objectives.

3. Rectify the following errors :

(a)
Repairs to furniture Rs. 500 has been debited to furniture account.

(b)
The purchases book has been under cast by Rs. 5,000.

4. Sales – Rs. 2,00,000

Profit – Rs. 20,000.

Variable Cost – 70%.

Find out profit – Volume ratio and fixed cost.

5. What are the limitations of ratio analysis?

SECTION B — (4 × 15 = 60 marks)

Answer any FOUR questions.

6. Define management accounting. Explain its scope.

7. From the following trial balance, prepare trading, profit and loss account for the year ended 
31st December 2009 and a balance sheet as on that date :

	Particulars
	Debit
Rs.
	Credit
Rs.

	Cash in hand
	5,000
	

	Cash at bank
	10,000
	

	Machinery
	40,000
	

	Wages
	10,000
	

	Purchases
	80,000
	

	Stock (1.1.2009)
	60,000
	

	Sundry debtors
	69,000
	

	Rent
	4,000
	

	Interest on bank loan
	500
	

	Commission received 
	
	3,000

	Salaries
	19,500
	

	Discount received
	
	4,000

	Capital
	
	90,000

	Sales
	
	1,20,000

	Bank loan
	
	40,000

	Sundry creditors
	
	40,000

	Purchases returns
	
	5,000

	Sales returns
	4,000
	

	
	
3,02,000
	3,02,000


Adjustments :

(a)
Closing stock was Rs. 80,000.

(b)
Interest on bank loan not yet paid Rs. 400.

(c)
Commission received in advance Rs. 1,000.

8. Calculate cash from operations from the following profit and loss account.

	
	
	Rs.
	
	
	Rs.

	To
	Expenses paid
	3,00,000
	By
	Gross profit b/d
	4,50,000

	To
	Depreciation
	70,000
	By
	Profit on sale 
	

	To
	Loss on sale of 
	
	
	 of land
	50,000

	
	 machine
	4,000
	By
	Dividends
	4,000

	To
	Discount
	200
	By
	Interest
	6,000

	To
	Goodwill written 
 off
	
20,000
	
	
	

	To
	Net profit
	1,15,800
	
	
	

	
	
	5,10,000
	
	
	5,10,000


9. The following is the trading and profit and loss account for the year ended 31st December 2009.

	
	
	Rs.
	
	
	Rs.

	To
	Opening stock
	26,000
	By
	Sales
	1,60,000

	To
	Purchases
	80,000
	By
	Closing Stock
	38,000

	To
	Wages
	24,000
	
	
	

	To
	Manufacturing expenses
	
16,000
	
	
	

	To
	Gross Profit c/d
	52,000
	
	
	

	
	
	1,98,000
	
	
	1,98,000

	To
	Selling Expenses
	4,000
	By
	Gross profit c/d
	52,000

	To
	Administration 
	
	By
	Compensation 
	

	
	expenses
	22,800
	
	 for acquisition 
	

	To
	General expenses
	1,200
	
	   of land
	4,800

	To
	Value of furniture 
  lost by fire
	
800
	
	
	

	To
	Net profit c/d
	28,000
	
	
	

	
	
	56,800
	
	
	56,800


Calculate :

(a)
Gross profit ratio.

(b)
Net profit ratio.

(c)
Operating ratio.

(d)
Operating profit ratio.

10. Prepare cash budget for the months of August and September 2009 from the following information :

	Months
	Credit sales
Rs.
	Credit purchases
Rs.
	Wages
Rs.
	Selling expenses
Rs.

	June 2009
	1,87,000
	1,24,800
	12,000
	8,600

	July 2009
	1,92,000
	1,83,600
	14,000
	4,800

	August 2009
	1,94,000
	1,46,000
	11,000
	6,600

	September 2009
	1,26,000
	1,73,400
	10,000
	7,500


(a)
Suppliers allowed two months credit.

(b)
Customers are given one month credit.

(c)
Wages are payable in the same month.

(d)
Delay in payment of selling expenses is one month.

(e)
Estimated cash balance as on 1st August 
Rs. 9,075.

11. ABC Ltd. furnishes the following information :

	
	2008
Rs.
	2009
Rs.

	Sales
	8,10,000
	10,26,000

	Profit earned
	21,600
	64,800


Assuming the fixed cost remains the same in both periods, calculate :

(a)
Profit – volume ratio.

(b)
Fixed cost.

(c)
The amount of sales required to earn a profit of Rs. 1,08,000.

12. Explain the following :

(a)
Subsidiary books.

(b)
Trial balance.

(c)
Flexible budget.
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