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Instructions :

(1) There are five questions.
(2) Each question carries equal marks.

[Total Marks: 100

1.  The summarised Balance Sheets of Ravi Ltd. for the years ended 31-3-2004 and
31-3-2005 are given below :

Particulars 31-3-2004 31-3-2005
Rs. Rs.
Assets :
Land and Buildings 1,80,000 2,00,000
Plant and Machinery 2,10,000 2,76,000
Furniture 30,000 45,000
Investments 50,000 50,000
Stock 2,00,000 1,90,000
Debtors 1,70,000 1,95,000
Cash and Bank 1,03,000 98,000
9,43,000 10,54,000
Liabilities :

Equity Share Capital 4,00,000 5,00,000

Preference Share Capital 1,00,000 —
Profit and Loss Alc 1,40,000 1,32,000
General Reserve 1,00,000 1,20,000
Bank Long-term Loan - 1,00,000
Creditors 1,00,000 72,000
Bills Payables 58,000 1,00,000
Provision for Taxation 45,000 30,000
9,43,000 10,54,000

Additional Information :

Machinery worth Rs. 15,000 (book value) was sold at a loss of Rs. 3,000 and
loss was debited to General Reserve.

Investments costing Rs. 10,000 was sold for Rs. 12,000 and profit was credited

(1)
@)
3)
(4)

(5)
(6)

MCX-04

to Profit & Loss A/c.

Depreciation provided on Land & Buildings Rs. 5,000 and Plant & Machinery

Rs. 20,000.

Stock which was valued at Rs. 2,00,000 as on 31-3-2004, was written upto its
cost Rs. 2,10,000 for preparing the Profit & Loss A/c. for the year 2005.

Interim dividend of Rs. 30,000 was paid during the year 2005.
Provision for taxation made Rs. 12,000 for the year 2005.
Prepare a Fund Flow Statement with necessary workings.

OR
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1. Prepare a Cash Flow Statement from the above information as per Accounting
Standard-3 (AS-3) or as per Traditional Method of Accounting.

2. From the following details of Moon Ltd., prepare a Balance-Sheet as on 31* March,
2005 :

(b)

Sales for the year is Rs. 24,00,000
Gross profit ratio is 25%
Current ratio is 1.75
Liquid ratio is 1.25
Stock turnover ratio (closing stock) is 9 times
Debt collection period is 1.5 month
Reserves to capital is 0.2
Turnover (sales) of fixed assets is 1.6
Fixed assets to net worth is 1.25
Capital gearing ratio is 0.6
OR
“Management Accounting is a combination of Financial Accounting and Cost
Accounting.” Discuss the statement and compare it.
Explain the importance of the human behaviour aspects in Management
Accounting. How will it be helpful to prepare a budget in organisation ?

3. Prepare a Cash Budget of Star Ltd. for the three months ending June 2005, on the
basis of the following information :

1)

(2)

3)
(4)

()
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Sales : January Rs. 2,50,000
February Rs. 2,00,000
March Rs. 3,00,000
April Rs. 1,50,000
May Rs. 2,00,000
June Rs. 1,80,000
July Rs. 2,10,000

Cash sales represent 20% of total sales. Credit sales are collected 60% in
30 days, 30% in 60 days and balance in 90 days.

Gross profit margin is maintained at 20% of selling price.

Anticipated sales of each month is purchased and paid in cash in the preceding
month.

Salaries of employees are 10% of total sales of each month and 50% of salaries
is paid in the month itself and 50% is paid in the next month.



(6) Interest on fixed deposit of Rs. 2 lakhs @ 12% per annum is payable quarterly
in April, 2005.
(7) A machine costing Rs. 80,000 will be purchased in May 2005.

(8) Interest on investment of Rs. 3 lakhs @ 10% per annum is receivable half yearly
in June 2005.

(9) Advance Income Tax of Rs. 20,000 is payable on 15" June, 2005.
(10) Cash balance on 1* April, 2005 is expected to be Rs. 50,000.

OR

3. (a) Explain the concept of Zero-base Budgeting and distinguish between Zero-base
Budgeting and Traditional Budgeting.

(b) Discuss the importance of flexible budget in manufacturing industry and make a
comparative study of fixed budget and flexible budget.

4.  Harsh Industries Ltd. is considering investing in a project requiring a capital outlay
of Rs. 1,00,000. Forecasted annual income after depreciation but before tax is as

follows :
Year Rs.
1 50,000
2 40,000
3 30,000
4 20,000
5 10,000

Depreciation may be taken as 20% on cost as per Written Down Value (W.D.V.)
method. The company’s required rate of return is 10% and pays tax at a 40% rate.

You are required to evaluate the project according to each of the following method :
(1) Payback period method.

(2) Rate of return on original investment method.

(3) Rate of return on average investment method.

(4) Net present value method.

(5) Profitability index method.

Note : Present value of Re. 1 at 10% discount rate is as follows :

Year 1 2 3 4 5
Present Value 0909 0826 0.751 0.683 0.621
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OR

4. (a) Discuss Weighted Average Cost of Capital (W.A.C.C.) with illustration.

(b) Explain the importance of return on capital employed and describe the various
variables affecting return on capital.

5. Sunrise Ltd. requests you to prepare a statement showing the working capital
requirements forecast for a level of activity of 3,12,000 units of production. The
selling price per unit is Rs. 250 and company would like to earn 20% profit on selling
price. The cost of production is as under :

Raw material 45%
Direct labour 20%
Overheads 35%

Total Cost of Production 100%
Other information :

(1) Raw materials are in stock on average one month.
(2) Materials are in process on average 2 weeks. (Assume Material 100%, Labour
50% and Overheads 40%.)

- : 1
(3) Finished goods are in stock on average 15 months.

(4) Credit allowed by suppliers one month.
(5) 25% sales on cash basis and time lag in payment from debtors 2 months.
(Debtors are based on cost of sales.)

(6) Lag in payment of wages 1% weeks.

(7) Lag in payment of overheads is one month.

(8) Cash is expected to be Rs. 50,000.

(9) A time period of 4 weeks is equivalent to a month.
OR

5. Write notes on (any two) :

(1) Accounting System and Motivation.

(2) Importance and Limitations of Ratio Analysis.

(3) Internal Rate of Return (IRR) Method.

(4) Functions of Modern Management Accountant.
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