III Year B.Com. Examination, May/June 2009
(SIM Scheme)
MANAGEMENT ACCOUNTING

Date : 31-5-2009 Max. Marks : 80

Time : 9.00 a.m. to 12.00 noon
PART - A

Answer any two questions. Each question carries 20 marks.

1. What are the reasons for Emergence of Management Accounting. Explain the
functions and limitations of Management Accounting.

2. The following are the summerised Balance Sheet of Good-Luck Co. Ltd. for the
year 2007 and 2008.

Liabilities 2007 2008 Assets 2007 2008
(Rs.) (Rs.) (Rs.) (Rs.)
Equity shares capital 1,00,000 1,50,000 Good-will 40,000 30,000
General reserve 20,000 30,000 Land & Building 60,000 80,000
P/L  A/C 15,000 25,000 Plant & Machinery 40,000 50,000
Debentures 40,000 40,000 Stock 30,000 40,000
Bills payable 25,000 5,000 Debtors 50,000 45,000
O/S expenses 10,000 12,000 Cash 20,000 25,000
Tax, Reserve 20,000 5,000 Preliminary expenses 15,000 10,000
Sundry creditors 25,000 13,000
2,55,000 2,80,000 2,55,000 2,80,000

Additional Information :

a) Depreciation charged on Land and Building Rs. 6,000 and Plant and Mechinery
Rs. 10,000.

b) Income tax paid during the year Rs. 20,000.

¢) A machinery costing Rs. 10,000, was sold for Rs. 12,000 during the year 2008.
Prepare :

a) Schedule of changes in working capital.

b) Funds flow statement.
P.T.O.



3. The following informations are extracted from the books of S and S. Co. for the

year 2007.

Rs.
Sales 10,00,000
Direct materials 3,30,000
Direct labour 2,25,000
Manufacturing expenses 2,50,000
(Rs. 1,00,000 variable)
Administration expenses 1,00,000
(50% fixed)
Selling expenses 45,000

(100% variable)
From the above, you are required to calculate
a) Profit — Volume ratio
b) Margin of safety
¢) Break-even point
d) Sales required to earn a profit of Rs. 1,00,000

e) Profit when sales are Rs. 9,00,000.



4. A company working at 50% capacity has incurred the following expenditure.

Fixed Expenses Rs.
Rent, rates and taxes 40,000
Salary and establishments 60,000
Others fixed expenses 20,000
Semi-variable expenses :

Repairs and maintence 20,000
Indirect labour 10,000
Salesmen’s salary 40,000
Variable expenses :

Material 80,000
Labour 60,000
Expenses 30,000

It is assumed that the fixed expenses remain constant for all levels, semi variable
expenses remain constant between 40% to 65% capacity. They increase by 10%
of the above figures between 65% to 80% capacity and increase by 20% of the
above figures beyond 80% capacity. Sales at 50% capacity is Rs. 5,00,000.

Prepare a Flexible Budget when the company works at 60%, 80% and 100%
capacity levels.

PART - B
Answer any two questions. Each question carries 10 marks.

5. The Balance Sheets to Keshava Ltd. as on December 31, are as follows :
Capital & liabilities 2007 2008 Property & Assets 2007 2008
Rs. Rs. Rs. Rs.
Equity share capital Fixed Assets 7,00,000 9,50,000
(Rs.10) 4,00,000 5,00,000 Less: Accumulated
Depreciation 1,60,000 1,20,000
5,40,000 8,30,000



Retained earnings 3,20,000

Premium on shares -
8% mortgage
Debentures 1,20,000

Accounts payable 75,600

6,00,000

10,000

80,400

9,15,600 11,90,400

Additional Information :

Merchandise
Inventory 2,00,000 1,90,000
Accounts receivable 86,000 1,00,000
Prepaid Expenses 8,000 10,000
Cash 31,600 20,400
Commission on

Shares 50,000 40,000

9,15,600 11,90,400

a) Interim Dividend paid during the year Rs. 40,000.

b) Depreciation for the year Rs. 40,000.

¢) An addition to the Fixed Asset was made during the year at a cost of
Rs. 3,30,000 and fully depreciated machinery costing Rs. 80,000 was
discarded, no salvage being realised.

d) Income Tax paid was Rs. 80,000 prepare “Cash Flow Statement”.

. In a factory the budgeted and actual figures of the cost of materials and directly

labour incurred in the production during the month of January 2007 are as

under.

Particulars

Units of finished goods production

Materials Units
Cost of materials per unit

Total cost of materials

Actual Budgeted
1,80,000 2,00,000
3,64,000 4,00,000

Rs. 12 Rs. 10

Rs. 43,68,000 Rs. 40,00,000



Direct Labour Hours (4 units of

finished goods in one hour) 48,000 50,000
Labour Rate Rs. 55 per hour Rs. 50 per hour
Total Direct Labour Cost Rs. 26,40,000 Rs. 25,00,000

You are required to calculate :
a) Material cost variance , Price variance and Usage variance.
b) Labour cost variance, Rate variance and Efficiency variance.
7. What is standard costing ? How it differs from budgetary control ?

8. Explain the advantages and limitations of marginal costing.

PART - C

Answer any four questions. Each question carries five marks :
9. The budgeted and actual sales of a concern are furnished below :

Budget sales : 10,000 units at Rs. 16 per unit

Actual sales : 10,000 units at Rs. 14 per unit

3,000 units at Rs. 15 per unit
Compute
a) Sales price variance

b) Sales volume variance.



10. Compute the “Trend Percentage” from the following data :

11.

12.

13.

14
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Year

2001

2002

2003

2004

2005

Sales (in Rs.)

64,000
60,000
70,000
55,000

50,000

Write a note on debt equity.

Stock (in Rs.)

State the sources of uses of funds.

. Write a note on “Variance analysis”.
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