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M.Com Semester - 4 (CBCS) Examination

March/April- 2018
FINANCIAL ACCOUNTING FOR MANAGERS

(CORE)

Time: 2:30 Hours

Instructions:
1. All questions are compulsory.
2. Figures to the right indicate marks.

Seat No:
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English Version

Balance Sheet of Manav Ltd. as on 31/03/2017 was as under.

Liabilities Rs. Assets Rs.
14,000 Preference shares of Rs.100 each | 14,00,000 | Fixed Assets 7,98,000
fully paid up
Share Capital 1,00,000 Equity shares of | 10,00,000 | Investment in shares of | 6,00,000
Rs.10 each fully paid up subsidiary company
Share Premium 2,24,000 | Receivables from subsidiary | 16,00,000
companies.

Profit & Loss Alc. 10,48,000 | Current Assets:
Dividend Equalization Fund 5,60,000 | Stock 7,68,000
Bank Loan 1,52,000 | Sundry Debtors 24,00,000
Creditors 15,28,000 | Bank Balance 80,000
Unpaid dividend 12,000 | Preliminary expenses 20,000
Proposed dividend 1,26,000
Bills payable 2,16,000

62,66,000 62,66,000

Additional Information:

(1) Reassessment value of fixed assets is decided Rs.14,54,000.
(2) Market value of shares of subsidiary company is Rs.7,12,000.
(3) Profit of the year before provision of tax is Rs.12,00,000.

(4) Tax rate 50%.

(5) Value of obsolete stock is Rs.4,000.
(6) Additional depreciation of Rs.45,000 on fixed assets is to be debited due to replacement value.

(7) Last year profit Rs.20,000 is included in current year profit.
(8) Loss on sale of machine Rs.2,000 is debited in Profit & Loss A/c.
(9) Interest on bank loan Rs.12,000 is deducted from current year's profit.

Calculate: (1) Rate of Return on Total Capital Employed (2) Rate of Return on Net Capital Employed

(3) Rate of Return on Owner's Capital Employed.

OR
Balance Sheets of Dhairya Ltd. were as under.
Liabilities 31/03/16 | 31/03/17 Assets 31/03/16 | 31/03/17
Rs. Rs. Rs. Rs.
Equity Share Capital 1,00,000 | 1,00,000 | Fixed Assets after depreciation 80,000 | 1,04,000
Reserve Fund 40,000 46,400 | Investments 12,000 16,000
Loan 48,000 40,000 | Current Assets:
Creditors and other liability. 10,000 51,600 | Stock 40,000 48,000
Sundry Debtors 20,000 28,000
Bank Balance 8,000 8,000
Bills Receivables 10,000 10,000
Preliminary expenses 28,000 24,000
1,98,000 | 2,38,000 1,98,000 | 2,38,000
Other information for the year 2016-17.
Particulars Rs.
Sales 2,40,000
Interest 9,600
Dividend payable 20,000
Profit before interest and tax 60,000
Tax reserve 24,000

Calculate: (1) Rate of Return on Average Total Capital Employed (2) Rate of Return on Average Net

Capital Employed (3) Rate of Return on Average Owner's Capital Employed.
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The CEO of Archan Ltd. has prepared budget for the incoming year and the following information is
available from it.

Particulars Rs.
Sales (1,00,000 units) 3,00,000
Variable Expenses 1,20,000
Fixed Expenses 1,50,000

From the above information find out (1) Profit Volume Ratio (2) Break-even Point and (3) Margin of
Safety and also find out how these three will be affected in the following circumstances.

A. Increase of 20% in number of units sold.

B. Increase of 5% in variable cost.

C. Increase of 10% in fixed cost.

D. Increase of 10% in selling price and decrease in sale of units by 20%

OR
Heli Ltd. produces three products. The detail of the cost is as under.
Particulars Products
A B C
Capacity engaged 20% 40% 40%
Units produced 5,000 | 12,500 | 15,000
Materials per unit (Rs.) 80 128 144
Wage per unit (Rs.) 40 48 64
Variable overheads per unit (Rs.) 28 36 44
Fixed Overhead per unit (Rs.) 24 36 40
Selling price per unit (Rs.) 160 300 340

The management proposes to discontinue product A and utilize the disengaged capacity of product A
equally in the production of B and C.
Expected rise in price and cost is as under.

B C
Materials 10% | 10%
Wages 5% 5%
Selling Price 2% 5%

Fixed overheads will remain unchanged. What will be your advice to the management regarding the
new proposal?

Krish Ltd. is manufacturing "Toilet Soap' Market price of the toilet soap is Rs.30. the Company desires
10% profit on sale. The cost related information of the company is as under.

Direct Material Cost per unit Rs. 15.00
Direct Labor Cost per unit Rs. 7.00
Other Direct Expenses per unit Rs. 4.00
Annual Fixed Expenses Rs. 1,00,000

(1) How much units must produce and sale. To sell toilet soap at market price and to get desire profit?
(2) If company can sell maximum 80,000 units then for getting desire profit and market price how much
reduction in annual fixed expenses is required?

OR
Jash Ltd. is manufacturing 'Calculator’. Market price of the Calculator is Rs.50. the Company desire
20% profit on sale. The cost related information of the company is as under.

Direct Material Cost per unit Rs. 20:00
Direct Labor Cost per unit Rs. 10:00
Other Direct Expenses per unit Rs. 8:00
Annual Fixed Expenses Rs. 1,50,000
(1) How much units must produce and sell, to sell Calculator at market price and to get desire

profit?
(2) If company can sell maximum 50,000 units then for getting desire profit and market price how
much reduction in Direct Material Cost per unit is required?
What is Working Capital? Discuss factors affecting Working Capital.
OR
Write Short Notes.
1. ABC Analysis of Inventory.
2. Obijectives of Cash Management.

3. Importance of receivable Management.
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