647510 MCM3FamC102x Seat No :
M.Com Semester - 3 (CBCS) Examination
Oct/Nov. -2019 — [NEW COURSE]
Financial Accounting for Managers (Core)
Time: 2:30 Hours Marks: 70
Instructions:

1. All questions are compulsory.
2. Figures to the right indicate marks.
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English Version

Que-1 Cost sheet of Reliance Ltd. Is given below:

Particular Rs. (per unit)
Raw Materials 40
Direct Labour 15
Overheads 30
Total cost 85
Profit 15
Selling price 100

The following further particulars are available:

1.

2.
3.
4.

Raw materials are in stock on average for one month. Materials are in process, on
average for a half month. Finished goods are in stock on average for one month.
Credit allowed by suppliers is one month. Credit allowed to debtors is two months.
Lag in payment of wages is 1% weeks. Lag in payment of overhead is one month.

Y, of the output is sold against cash. Cash on hand and at bank is expected to be Rs.
12500.

You are required to prepare a statement showing the working capital needed to finance a
level of activity of 52000 units of production.

You may assume that the production is carried on evenly throughout the year, wages and
overhead accrue similarly and a time period of 4 week is equivalent to a month.

Que-1(A)

1.

2.

5.

6.
Que-1(B)

OR
From the following information, prepare a monthly cash budget for 3 months ending
on 30" June, 2019.
The amount of revenue expected to be RS. 180000, Rs. 184000 and Rs. 180000 in
the three months.
Purchase for March, April, May and June are likely to be Rs. 160000, Rs. 120000,
Rs. 130000 and Rs. 140000 respectively. 40% is paid in the next month.
Rent per month is RS. 8000 and personal withdrawal Rs. 12000.
Rs. 70000 is expected to be outflows towards purchase of machinery in the month of
June.

Cash expenses are Rs. 28000 for each month.
The opening cash balance as on 1% April, 2019 is Rs. 30000.
Following is the information of a company:
1. Annual consumption 36000 units
2. Cost of placing an order Rs. 400
3. Per unit price Rs. 80
4. Per unit carrying expense 25%
5. Maximum time period 45 Days
6. Average time period 35 Days
7. Maximum consumption 120 units Per day
8. Minimum consumption 80 units Per day
9. Maximum time to get material in contingency 10 Days
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Calculate the following:
1. Economic order quantity
2. Ordering level
3. Minimum level
4. Maximum level
5. Average level

Que-2 Following is the Balances sheet of Tata Ltd. as on 31/3/2019. (20)
Liabilities Rs. Assets Rs.
Authorised &Issued share capital Free Hold Property
Preference share capital of 2.5% (Cost Price Rs. 1800000) 1550000
(each of Rs. 10) 3500000
Equity share capital
(each of Rs. 10) 2500000 | 6000000
Security premium 480000 | Lease Hold Property
(Cost Price Rs. 50000) 45000
Profit & loss Alc 2620000 | Machinery
(Cost Price Rs. 620000) 320000
Tax reserve 1400000 | Investment in registered
shares(Market Value 100000
500000)
Creditors 3820000 | Trade investments 400000
Bank over draft 100000 | Un-registered investments 200000
Liabilities to subsidiaries 280000 | Investment in shares of 800000
subsidiary company
Uncalled dividend 5000 | Stock 1920000
Proposed dividend debtors 4000000
Equity share dividend 330000
Preference share dividend 10000 340000
Tax provision 540000 | Bank balance 200000
Receivables from | 4000000
subsidiaries
Bills receivables 1750000
Prepaid expenses 250000
Primary expenses 50000
15585000 15585000

Additional information:

A. Increase the amount of fixed assets as under:
Free Hold Property Rs. 1000000
Lease Hold Property Rs. 40000
Machinery Rs. 300000

B. The market value of the shares of subsidiaries’ company is Rs.1000000.

C. The market value of the trade investment is Rs. 480000/- while the market value of
the un-registered is Rs. 300000/-. The registered shares are not concern with the
normal activities of the business.

D. Increase the raw material stock by Rs. 400000/- while write off the amount of
damaged goods worth Rs. 10000/-

E. Write off the amount of goodwill Rs.80000/-(which is paid earlier). The market
value of patent and trademark is Rs. 300000/-.

F. Profit during the year Rs. 3000000/-.

G. Depreciation will be charged on fixed assets after revaluation as under:

Free Hold Property Rs. 50000
Lease Hold Property Rs. 4000

Machinery Rs. 30000
Patent Rs. 30000
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H. Legal expenses includes the abnormal loss worth Rs. 30000/- while the interest on
bank loan/overdraft is of Rs. 5000/-.
The profit during the year includes the profit on foreign exchange Rs. 40000/-.
The estimated profit of previous year Rs. 110000/- is included in current years’
profit.

K. Profit on contract Rs. 60000/- is still not recorded in the books of account.

L. During the year the company write off the amount of goodwill Rs. 20000/- while loss

on sale of plant debited to profit & Loss A/c is Rs. 5000/-.

M. The current years’ profit includes the income of registered investment Rs. 50000/-.
Calculate the following:

1. Total capital employed and net capital employed.

2. Profit for managerial efficiency.

3. Rate of return on total capital employed.

4. Rate of return on net capital employed.

— -

OR
Que-2 Following is the Balance sheet of Himalaya Ltd. as on 31 March, 2019.
Liabilities Rs. Assets Rs.
Authorised Capital 750000 | Land & Building 39470
Paid up capital Plant & Machinery 80000
5000 Equity shares
each of Rs. 10 fully paid up
50000
700 preference shares
each of Rs. 100 fully
paid up 70000 | 120000
Security premium 11220 | Investment in subsidiaries | 16000
company

Profit & Loss A/c 52400 | Investment (Long Term) 14000
General reserve 28000 | stock 38400
Debentures of 9% 5600 | Debtors 120000
Creditors 76500 | Cash Balance 4000
Long term bank loan 2000 | Primary Expense 1450
Proposed dividend 6800
Bills payable 10800

313320 313320

Additional Information:

1. The revaluation price of Land and Building is Rs. 72700/-.
At present the market value of the shares of subsidiary company is estimated at Rs.
20000/-.
The long term investments revalued at Rs. 15600/-.

Net profit before taxation is Rs. 60000/-.

Every year stock of Rs. 200/- becomes useless, which is to be postponed.
Charge depreciation worth Rs. 2280/- on revaluation price of Land and building.
Profit on sales of previous year Rs.1000/- is included in the current year’s profit.
Loss on sale of plant Rs. 100 and interest on bank loan Rs. 100 is debited to profit
and loss Alc.
Calculate the following:

1. Rate of return on total capital employed.

2. Rate of return on net capital employed.

3. Rate of return on owners’ capital employed.

N
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Que-3 A factory is producing product “Y”. Its installed production capacity is 40000 units per
annum, estimated cost of production at 40% and 60% of installed capacity is as follows:

Particulars 40% capacity | 60% capacity
Rs. Rs.

Materials 200000 300000
Wages 120000 180000
Direct Expenses 80000 120000
Factory overheads 350000 400000
Administrative overheads 250000 290000
Selling Expenses 140000 160000
Total Cost 1150000 1450000
Profit or Loss -110000 110000

Prepare a flexible budget at 50%, 75% and 90% of its production capacity and find the

profit or loss.

OR

Que-3 Following is the cost sheet of a company.

Direct Material Rs. 6.00
Direct Wages Rs. 2.00
Variable overhead cost  Rs. 4.00
Fixed overhead cost Rs. 510000
Sales 50000 units

Capital employed in fixed capital Rs. 1200000 whereas capital employed in current assets

is 50% of average sales.

A. Calculate the sales price per unit and profit in order to gain 20% rate of return on

capital employed.

B. Calculate the per unit sales price and earnings before and after taxation in order to
maintain the present profit standard. Assume 40% tax rate on earnings.
Que-4 (A) Give the difference between the Government accounting system and trading

accounting system.

Que-4 (B) Discusses the responsibilities of comptroller and Auditor General of India.

OR

Que-4 (A) What is management control strategy? Explain its limits.
Que-4 (B) Write a brief note on Target Costing.
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