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VI Semester B.Com. Examination, May/June 2010
(Semester Scheme)

COMMERCE
6.3 : Management Accounting

Time : 3 Hours ‘ Max. Marks : 90
Instruction : Answer should be fully either in English or Kannada.
SECTION - A
I. Answer any 10 questions. Each question carries 2 marks. (10x2=20)
a) State any two limitations of management accounting.
b) What is meant by common size statement ?
c¢) What is earnings per share ? How do you compute it ?
d) What is return on capital employed ?
e) List out important tools of management accounting.
f) What are the steps involved in the preparation of fund flow statement ?
g) What is management rheportingv? |
h) What do you mean by cash and cash equivalents ?

i) Average stock of a firm is Rs. 50,000 its opening stock is Rs. 10,000 less than
its closing stock. Find out the opening, closing stock.

)] Tumover to fixed assets ratio is 4:5.4, cost of sales is Rs. 4,28,000. Compute
the value of fixed assets.

k) Given : Current ratio is 3.75; working capital is Rs. 3,57,000. Calculate the
amount of current assets and current liabilities.

D) Gross profit ratio of a firm is 25%. Gross profit is Rs. 1,00,000. Calculate
the sales and cost of sales.

P.T.O.
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SECTION - B
Answer any five questions. Each question carries § marks. (5%5=25;

2. Management Accounting has been Evolved to meet the needs of management.
Discuss.

3. What are the objectives of Management Reporting ?

4. Give analytical note on comparative statement and state the procedure of
computing it.

5. Given:
Current ratio 1.4
Liquid ratio 1
Stock turnover ratio
(closing stock) 8
Gross profit ratio 20%
Sales for the year Rs. 10,00,000

From the above calculate working capital.

6. The Profit and Loss Account of a company for the years ending 31-3-2008 and
31-3-2009 showed the profits Rs. 20,000 and Rs. 30,000 respectively. For the
year ending 31-3-2009 provision for dividend was made to the extent of
Rs. 50,000. Transfer to reserve amounted to Rs. 40,000. Depreciation written off
was Rs. 25,000. Loss on sale of old machinery amounting to Rs. 5,000 was
debited to P & L Account. Sale of Investment resulted in a profit of Rs. 3,000
which was taken to Profit and Loss Account. Sale of furniture resulted in a profit
of Rs. 3,000 which was taken to Profit and Loss Account. A Commission of
Rs. 4,000 received on a non-trading activity was credited to P & L Account. You
are required to calculate the ‘Funds’ from operation.

7. A published report shows : :
1-1-2009 31-12-2009

- Rs. ‘ Rs.
MachineryA/c 1,880,800 2,50,000

Provision for Depreciation A/c 50,000 60,000
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The following information is also obtained.
a) Machinery purchased in 2009 for Rs. 30,000 by issue of debentures.

b) One machine costing Rs. 40,000 on 1-1-2009 [with an accumulated depreciation
Rs. 20,000] was sold for Rs. 25,000.

From the above details ascertain the amount of depreciation on machinery for the
year 2009 and also find out the amount of source and application of funds by
preparing Depreciation provision a/c and Machinery a/c.

8. From the following information compute trend ratios use 2005 as base

Amount in lakhs of Rupees for the year ended

Particulars 2005 2006 2007 2008

Rs. Rs. Rs. Rs.
Net sales 200 190 240 260
Cost of goods sold 120 117.8 139.2 145.6
Gross profit 80 72.2 100.8 1144
Operating expenses 20 19.4 22 24
Net operating profit 60 52.8 78.8 90.4

9. The information given below was taken from the financial statements of Shakthi
Corporation. During 2008, the corporation has made the purchases from a new

supplier.
2008 2007
Rs. Rs.
Gross profit on sales 2,40,000 1,50,000
Net income as a percentage on sales 5% 10%
Net income 40,000 60,000

You are required to prepare a condensed comparative income statement showing
as many details as possible and point out the favourable and unfavourable trends.
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SECTION - C

Answer any three questions. Each question carries 15 marks. (3x15=
10. The Balance Sheets of Sri Gopal and Co. Ltd. for the year 2008 and 2009 are gi

below :

Liabilities 31-12-2008 31-12-2009

Equity share capital 2,00,000 2,50,000

10% pref. share capital 2,00,000 - 1,50,000

Reserve fund 80,000 1,00,000

P/L Account 1,00,000 1,50,000

12% Debentures 2,00,000 3,00,000

Creditors 1,00,000 1,20,000

Bank O/D 50,000 20,000

9,30,000 10,90,000

Assets

Building 3,00,000 3,20,000

Machinery 1,50,000 1,80,000

Furniture 40,000 35,000

Investments 1,00,000 1,50,000

Stock 1,50,000 2,00,000

Debtors 1,00,000 1,20,000

Cash at Bank 90,000 85,000

9,30,000 10,90,000
You are required to comment on the financial position of business with the help
of comparative Balance Sheet technique.
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11. Balance Sheets of Aneeta Ltd. as on 31-12-2007 and 31-12-2008. Prepare a fund
flow statement. ‘

Liabilities 2007 2008 Assets 2007 2008

Share Capital 2,00,000 3,00,000 Plantand Machinery 2,00,000 3,00,000
Share premium — 10,000 Land and building 50,000 1,10,000
8% Debentures 1,00,000 50,000 Investments 10,000 50,000
General Reserve 50,000 80,000 Stock 80,000 60,000
P& LAl 50,000 70,000 Debtors 90,000 80,000
Provision for taxation 30,000 40,000 Cash and Bank 70,000 50,000

Proposed dividend 20,000 30,000
Sundry creditors 50,000 70,000
5,00,000 6,50,000 5,00,000 6,50,000

Addition information :

i) Investment costing Rs. 8,000 was sold for Rs. 15,000, the profit being credit
to P & L Alc. ‘

i) An interim dividend of Rs. 20,000 was paid during the year.

i) Accumulated depreciation on
2007 2008

Rs. Rs.
Land and Building 30,000 40,000
Plant and Machinery 40,000 60,000

iv) Debentures were redeemed at par

v) Profit and Loss A/c (Balance) 2007 50,000

Add profit for the year 2008 40,000
90,000
Legg “interi}m dividend paid 20,000

Profit and Loss A/c [Balance] 2008 . 70,000
Note : Treat provision for tax and proposed dividend as current liabilities.
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12. The following are the summarised Trading A/c and P/L Account and Balance

Sheet of S.V Ltd. for the year ended 31-3-2010.

Trading and Profit and Loss Account

Rs.

To Opening stock 1,20,000 By Cash sales
To Cash purchases 60,000 By Credit sales
To Credit purchases 3,20,000 By Closing stock
To Gross profit | 1,80,000

6,380,000
To General expenses 40,000 By Gross profit
To Depreciation 20,000
To Income-tax 30,000
To Net profit 90,000

1,80,000

Balance Sheet as on 31-3-2010

Rs.
Share capital 3,00,000 Fixed Assets
General reserve 60,000  Investments
P& L A/c 1,10,000  Stock
Creditors 80,000 Debtors
Bills payable 20,000  Cash
5,70,000

Rs.
1,20,000
4,80,000

80,000

6,380,000

1,80,000

1,80,000

Rs.
1,70,000
1,00,000

80,000
1,60,000
60,000

5,70,000
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Compute :
i) Stock turnover ratio
i)) Debtors turnover ratio
i) Creditors turnover ratio
iv) Debt collection period
v) Debt payment period
vi) Current ratio

vii) Acid test ratio and

viii) G.P. ratio
ix) Net profit ratio

x) Operating cost ratio.

13. Balance Sheet of Ganesh Mills Ltd.

Liabilities 2002
Equity share capital 3,00,000
10% Redeemable Pref.

Share capital 2,00,000
Capital Redemption -
Reserve -
Reserve fund 2,00,000
Share premium 30,000
P/L a/c 1,20,000
12% Debentures 2,00,000
Creditors 80,000

11,30,000

2003
4,00,000

1,00,000
1,20,000

30,000
1,80,000
3,00,000
1,40,000

12,70,000

Assets 2002
Building 2,50,000
Machinery  3,00,000
Furniture 20,000
Investments 1,00,000
Stock 3,00,000
Debtors 1,40,000

Cash at Bank 20,000
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2003
3,00,000
3,20,000

18,000
1,50,000
2,50,000
2,00,000

32,000

‘ 11,30,000 12,70,000
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The following transactions took place during the year 2003.

a) Preference shares were redeemed at 10% premium.

b) Rs. 20,000 was transferred to reserve fund from P/L a/c.

¢) Investments [Book value Rs. 40,000] was sold for Rs. 70,000.

d) Depreciation provided on Building, Machinery and Furniture. Rs. 20,000,
Rs. 30,000 and Rs. 2,000 respectively.

e) Dividends paid Rs. 50,000 and income tax paid Rs. 45,000.

Prepare a cash flow statement as per AS - 3 [Indirect method].

14. State with reasons whether the following transactions result in the increase or
decrease of working capital or donot affect the working capital.

a) A company issued 10,000 shares of Rs. 10 each at par and fully paid up.
b) Debentures for Rs. 1,00,000 are converted into equity shares.

¢) Investments were sold for Rs. 50,000.

d) Building was purchased for Rs. 1 ,50,000.

e) Bills payable accepted and issued to creditors Rs. 40,000.

f) Bills receivable Rs. 10,000 discounted for Rs. 9,500.

g) Fixed assets purchased by issue of shares for Rs. 1,00,000.

h) Cash paid to creditors Rs. 30,000.

i) Preliminary expenses written off Rs. 5,000.

j) Advance income tax paid Rs. 50,000.
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