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

Date : 31-5-2009 Max. Marks : 90
Time : 9.00 a.m. to 12.00 Noon
PART - A

Answer any three questions. Each question carries 15 marks :
1. Define Management Accounting. Explain its importance and limitations.

2. From the following Balance Sheet of Sri Arun Company Limited, prepare cash
flow statement for the period ended 315t December 2007 :

Balance Sheet

Liabilities 2006 2007 Assets 2006 2007
(Rs.) (Rs.) (Rs.) (Rs.)

Share capital 1,50,000 2,00,000 Goodwill 57,500 45,000
General Reserve 20,000 35,000 Buildings 80,000 85,000
P & L Apprn. A/c 15,000 34,000 Machinery 60,000 1,00,000
Debentures 75,000 50,000 Stock 38,500 54,500
Creditors 27,500 41,500 Debtors 80,000 1,00,000
Bills Payable 10,000 8,000 B/R 10,000 15,000
Proposed dividend 21,000 20,000 Cash in hand 7,500 5,000
Provision for taxation 20,000 20,000 Cash at bank 5,000 4,000
3,38,500 4,08,500 3,38,500 4,08,500

Additional Information :

a) Depreciation of Rs. 15,000 and Rs. 10,000 have been charged on Machinery
and Buildings respectively in 2007.

b) An interim dividend of Rs. 15,000 has been paid in 2007.
¢) Rs. 15,000 income-tax was paid during the year 2007.

P.T.O.



3. The sales and profit of ABC Ltd. is as follows for 2005 and 2006 :

2005 2006

Rs. Rs.

Sales 30,00,000 45,00,000
Profit 3,00,000 6,00,000

Calculate :

1) P/V Ratio.

2) Fixed cost.

3) Margin of safety of two periods.

4) Sales required to earn a profit of Rs. 7,50,000.
5) Profit when sales are Rs. 20,00,000.

4. Prepare a Cash Budget for the month of May, June and July 2007 on the basis
of the following information :

Month Credit Credit Wages Manufacturing Office Selling

Sales Purchases Expenses Expenses Expenses
Rs. Rs. Rs. Rs. Rs. Rs.
March 80,000 46,000 12,000 5,000 3,000 5,000
April 82,000 48,000 10,000 4,000 2,500 6,000
May 88,000 42,000 12,500 6,000 4,000 6,000
June 86,000 45,000 9,500 4,500 2,500 3,800
July 90,000 48,000 11,800 5,600 1,800 4,000

August 85,000 44,000 10,000 3,400 1,600 3,300



a) Cash balance on 1 May 2007 Rs. 24,000.

b) Plant costing Rs. 26,000 is due for delivery in July, payable 20% on delivery
and balance after 3 months.

¢) Advance tax Rs. 12,000 each is payable in March and June.

d) Period of credit allowed :
1) by suppliers — 2 months and

11) to customers — one month
e) Lag in payments of wages — Y2 a month.
f) Lag in payment of other expenses — one month.

5. What is standard costing ? Explain its advantages and disadvantages.

PART - B
Answer any three questions. Each question carries 10 marks.
6. Define “Budgetary Control” and state its objectives.

7. Srinivas Company Limited is currently working at 50% capacity and produces
10,000 units. The cost structure is as follows :

Rs.
Materials 250 per unit
Labour 50 per unit
Factory overheads 80 per unit (40% fixed)
Administrative overheads 50 per unit (50% variable)
Selling and distribution overheads 10 per unit (20% fixed)
Selling price 500 per unit

Prepare a flexible budget and find out the profits at 60% and 80% capacity.



8. The following is Balance Sheet of Star Company Ltd. :

Liabilities Rs.
Share capital
Equity shares of Rs. 10 each  1,00,000

General Reserve 40,000
P/L Alc 10,000
8% debentures 40,000
Sundry creditors 30,000
Bills Payable 10,000
Bank Overdraft 10,000

2,40,000
Calculate :

1) Debt Equity Ratio.

2) Current Ratio.

3) Liquid Ratio.

4) Capital Gearing Ratio.

Assets

Goodwill

Land and Building
Plant and Machinery
Debtors

Stock

Bills Receivable
Cash

Preliminary expenses

Rs.

20,000
50,000
40,000
30,000
60,000
20,000
10,000
10,000
2,40,000

9. A manufacturing company which has adopted standard costing, furnishes the

following information :

Standard quantity of materials 100 Kgs. for 70 Kgs. of output

Standard price of materials Rs. 4 per Kg.
Actual output 2,10,000 Kgs.

Materials used 2,80,000 Kgs.

Cost of materials used Rs. 10,08,000

Calculate :
a) Material cost variance.
b) Material price variance.

¢) Material usage variance.

10. Distinguish between Management Accounting and Financial Accounting.



PART - C
Answer any three questions. Each question carries 5 marks.

11. From the following particulars prepare schedule of changes in working capital :

2004 2005

Rs. Rs.

a) Debtors 90,000 1,35,000
b) Stock 1,12,500 78,250
¢) Creditors 94,500 67,500
d) Bills Payable 22,500 33,750
e) Bank Balance 15,000 18,000
f) Bills Receivable 22,500 15,000

12. Write a note on ‘Analysis of financial statements’.

13. The following figures related to Ranjan Ltd., for the year ended 31-3-2007 :

Rs.
Net sales 4,40,000
Net profit 40,000
Administration expenses 25,000
Non-operating incomes 8,000
Non-operating expenses 12,000

Calculate operating profit ratio.
14. What do you mean by ‘Break Even Point” ?

15. What is Variance Analysis ?
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