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Third Year B. Com. (Sem. VI) Examination
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Management Accounting-2
(New Course)

Time : 2.30 Hours] [Total Marks : 70
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ENGLISH VERSION

Instruction : Question No. 1 to 4 are compulsory for regular & External
candidates.

1  The balance sheet of Sagar Ltd. as on 31-03-2022 is as under: 20

Liabilities Rs. | Assets Rs.
Equity share capital 3,00,000 | Land & Building 3,40,000
10% Pref. share capital | 3,00,000 | Plant & Machinery | 3,60,000
General reserve 1,80,000 | Vehicles 1.,40,000
Security Premium 90,000 | Furniture 3,60,000
Profit and Loss Account 96,000 | Investments 72,000
4% Debentures 5,04.,000 [ Stocks 1,20,000
Creditors 96,000 [ Debtors 87,600
Provident Fund 12,000 [ Bills receivable 8.400
Bills payable 12,000 [ Bank balance 96,000
Preliminary Exp. 6,000
15,90,000 [ 15,90,000
Additional Information :
Particulars Rs.
Total Sales (Cash sales Rs. 1,39,200) 8,40,000
Gross Profit 1,39,200
Net Profit (After Debenture Interest and 50% Taxes) 26,520
Stock as on 01-04-2021 55,200

From the above information compute the following ratios and
interpret it in brief :

(1) Gross Profit Ratio (2) Current Ratio

(3) Net Profit Ratio (4) Debtors Ratio (365 days)

(5) Stock turnover Ratio (6) Return on Net Capital Employed
(7) Capital Gearing Ratio (8) Creditors Ratio (365 Days)

OR
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The balance sheet of Sarita Ltd. as on 31-03-2022 is as 20
under:
Liabilities Rs. | Assets Rs.
Equity share capital 8,00,000 [ Land and Building 5,00,000
General reserve 4,00,000 | Machinery 2,60,000
Profit and loss account| 3,40,000 | Investments 5,40,000
8% debentures 5,00,000 | Stock 3,50,000
Creditors 2,00,000 | Debtors 4,00,000
Bills payable 1,00,000 | Prepaid expenses 60,000
Provident funds 60,000 | Advance incomes tax 1,60,000
B.O.D. 80,000 [ Bills receivables 1,00,000
Outstanding expenses 20,000 | Cash Balances 40,000
Bank Balances 80,000
Debenture discount 10,000
25,00,000 25,00,000
Additional Information :
(1) Cash sales is 20% of total sales.
(2) Stock on 1-4-2021 is Rs. 2,50,000.
(3) Debtors ratio is 90 days. Consider 360 days of a year.
(4) Gross profit ratio is 40% of sales.
(5) Net profit (before interest and tax) is Rs. 5,00,000.
(6) Rate of tax is 50%.
From the above information calculate and analyze the following
ratios :
(1) Stock turnover ratio
(2) Debt Equity Ratio (with total debts)
(3) Net profit ratio
(4) Rate of return on net capital employed
(5) Rate of return on net Share holders' funds
(6) Capital Gearing Ratio.
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2 Somnath company has two proposals, each costing Rs. 2,00,000 20

with a salvage value of Rs. 20,000 at the end of an expected life
of 5 years. The expected cash flow (before depreciation and taxes)
are as follows :

Year |Project 'A' Project 'B'

Rs. Rs.
1 1,00,000 50,000
2 90,000 80,000
3 70,000 1,00,000
4 50,000 1,20,000
5 40,000 1,40,000

After giving due consideration to the risk criteria in each project,
the management has decided that project A should be evaluated
at 10% cost of capital and project B, as risky project with 15%
cost of capital.

Depreciation is provided on straight line method. The tax
rate applicable to the company is 50%.

Compare the net present values and suggest the course of
action for the management.
If, (1) Both the projects are independent and

(2) Both are mutually exclusive.
The present value factors at 10% and 15% per annum for the five
years are as follow :

Year | 10% 15%
1 0.909 0.870
2 0.826 0.756
3 0.751 0.658
4 0.683 0.572
5 0.620 0.497

OR
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2 Dwarka Limited company is considering investing in a project 20

requiring a capital. Outlay of Rs. 10,00,000 forecast for annual
income after depreciation but before tax :

Year Rs. Present value
factor at 10%

1 5.00,000 0.909

2 5,00,000 0.826

3 4,00,000 0.751

4 4,00,000 0.683

5 2,00,000 0.620

Depreciation may be taken as 20% on original cost and taxation
at 50% at Net Income. Evaluate the project under the following

methods :

(1) Pay back method

(2) Net Present value method

(3) Profitability index

(4) Accounting rate of return method.

3 Prepare a cash budget for three months ending on March 2021 15

from the following information of Mahesh Ltd. Cash and bank
balance as on 15 January, 2021 Rs. 2,20,000.

The cost of goods in terms of percentage of the selling price

is as under :
Materials
Wages
Factory O/H.

Depreciation

40%
10%
20%
10%
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The production and Closing stock of finished goods are as under :

Month Production Closing stock
(Units) (Units)
November, 2020 10,000 2,500
December, 2020 12,500 3,750
January, 2021 15,000 1,250
February, 2021 11,250 3,750
March, 2021 12,500 2,500
April, 2021 15,000 5,000

Additional Information :
(1) The proportion of cash sales and credit sales is 1:4.

(2) 50% of credit sales is collected in the month after sales,
40% in the second month after sales and remaining in the

third month after sales.

(3) For anticipating sales of each month, necessary purchases
are made in the preceding month. 50% of purchase is made
for cash and the payment for the remaining purchase is made

in two equal monthly installments thereafter.
(4) The Time lag : Wages and Factory overheads = 1 month.
(5) Selling price is Rs. 200 per unit.

(6) A new machine costing Rs. 3,75,000 will be purchased on
15t January 2021. The payment of which, Rs. 75,000 at the
time delivery and the remaining payment is to be made in

six equal installments thereafter.
OR
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3  From the following information of Naresh Ltd. prepare a cash 15

budget for four months ending on 31-07-2021.

Month |Purchase|Cash Sales| Labour | Factory O/h| Admin.O/h
(Rs.) (Rs.) (Rs.) (Rs.) (Rs.)
March |2,00,000 | 2,00,000 | 50,000 50,000 25,000
April |3,00,000| 2,00,000 | 62,500 60,000 30,000
May |3.,75,000| 2,50,000 | 75,000 60,000 35,000
June |4.,50,000 | 3,00,000 | 75,000 75,000 37,500
July 5,25,000 | 3.50,000 | 87,500 1,00,000 45,000

Additional Information :

(1)
(2)
3)

4)

()

(6)

(7)
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Cash balance as on 01-04-2021 Rs. 62,500.

Ratio of cash sales and credit sales is 1:2.

20% of purchase is on cash term. Creditors of purchases

are paid on next month of purchase.

75% amount of credit sales is received in next month of

selling while remaining amount is received in next after that.

Time lag for the payment : Labour = 1/2 Month, Factory
O/h = 1/4 Month and administrative O/h = 1 Month.

Rs. 15,000 for interest on debentures will be paid on

30-06-2021.

Cash in excess of Rs. 1,25,000 is invested in securities.

13
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4  Lav Ltd. produces 30,000 units at 50% production capacity. 15

The particulars of expenses at this level of production are as

follows :

Fixed expenses : Rs.
Rent and taxes 11,00,000
Depreciation 6.,40,000
Administrative expenses | 11,40,000
Administrative salary 7,20,000

Variable expenses :

Materials 15,00,000
Direct labour 9,00,000
Direct expenses 4,50,000

Semi-Variable expenses :

Repairs and maintenance | 3,90,000

Indirect labour 80,000
Selling expenses 2,00,000
Distribution expenses 70,000
General expenses 1,60,000

Additional Information :

(1) Fixed expenses remain fixed upto 80% production capacity.
And after that increase by 10%.

(2) Variable expenses will increase by 10% per unit at production
capacity of 75% and by 20% per unit at production capacity
of 100%.

(3) Semi-Variable expenses will remain fixed from 45% to 65%
production capacity, it will increase by 10%, 65% to 80%
level and by 20% between 80% to 100% level.

(4) Selling price per unit :

- At 50% level Rs. 250 - At 60% level Rs. 230
- At 75% level Rs. 220 - At 100% level Rs. 200
Prepare a flexible budget for all these four levels.
OR
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Kush Corporation can produces 25,000 units of a certain

product at 100% capacity. The following information is obtained

from books of account :

Particulars 70% 90%
Production Units (7) (7)

Rs. Rs.
Material 1,75,000 2,25,000
Wages per hour 50 50
Repairs and maintenance 40,000 45,000
Direct expenses 52,500 67,500
Consumable stores 17,500 22,500
Salaries 1,00,000 1,00,000
Inspections 15,000 18,000
Depreciations 30,000 30,000
Power 20,000 24,000

The rate of production per hour is 10 units. You are required
to compute the cost of production, profit and sales at 60%, 80%
and 100% capacity under the flexible budget. The Rate of profit
is 20% on sales. Show your working notes.
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