Paper / Subject Code: 23009 / Financial Accounting & Auditing : Paper VII - Management Accounting.

Note:

(2% Hours) Marks :

All questions are compulsory and carried 15 marks each.

Figures to the right indicate full marks

Questions 2 to 5 have internal options.

Working notes should form part of answer & Use of simple calculator is allowed

Q.1 (A) State whether the following statements are True or False and rewrite. (Any Eight)

©oN kR WNRE

Working Capital is equal to excess of Current Asset over Current Liabilities.
Lower Quick ratio indicates bad liquidity position of the concern.

Issue of Debenture will decrease debt-equity ratio.

Gross Working Capital is a quantitative concept.

Securities Premium is a part of Reserves and Surplus.

Staff Salary is non-operating expenditure.

Common size statement is also known as 100% statement.

Management Accounting:does not include standard costing.

75

(08)

Cash received from sale of furniture is a treated as cash flow from operating activities.
10 Income Tax payment is cashsflow from investing activities.

Q.1 (B) Match the following columns.(Any.Seven) (07)
Sr. No. Column A Column B
1 Patents Vertical Analysis
2 Machinery Quick Liability
3 Trading on Equity Intangible Asset
4 Common Size Statements Nop=quick Liability
5 Comparative Statements Operating Activity
6 Profit & Loss (Debit Balance) Tangible Asset
7 Bank Overdraft Investing Activity
8 Trade Payables Horizontal Analysis
9 Interim Dividend on Investment Fictitious Asset
10 Profit on Sale of Machinery Capital Gearing Ratio is High
Q.2. The following financial information of ZN Ltd. for past three year ended 31-3-19. (15)
Particulars 2017 2018 2019
Share Capital 1,50,000 1,80,000 1,90,000
Gross Profit 3,50,000 3,50,000 4,00,000
Current Liabilities 40,000 ? ?
Fixed Assets 2,40,000 2,50,000 2,35,000
Long Term Loan 1,00,000 ? 1,20,000
Cost of Goods Sold ? 4,00,000 3,00,000
Working Capital 60,000 45,000 1,40,000
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Net Worth 2,00,000 2,20,000 2,55,000
Current Assets ? 1,20,000 2,00,000
Sales 5,50,000 7,50,000 ?
Capital Employed 3,00,000 ? ?
Reserves & Surplus ? 40,000 65,000
Prepare vertical Trend Analysis taking 2017 as base year.
OR
Q.2. From the following financial statements of Royal Nest Ltd., Prepare a Common Size Financial
Statements. (15)
Profit & Loss Account for the year ending 31-3-19
Particulars Amt. (Rs.) Particulars Amt. (Rs.)
To Opening Stock 80000 | By Sales 400000
To Purchases 240000 | By Closing Stock 120000
To Wages 50000
To Factory Overheads 50000
To Gross Profits c/d 100000
520000 520000
To Administrative Expenses 15000 | By Gross Profit b/d 100000
To Selling & Distribution Expenses 10000 | By Dividend Received 6000
To Depreciation 13000
To Interest on Debentures 4000
To Net Profits 64000
106000 106000

Additional Information:

1. Preference Dividend declared for the year was Rs. 3,000
2. Provision for the Tax was Rs. 21,000
3. Net Profit for the last year which was carried forward Rs. 40,000

Q.3. The following is the Balance Sheet of Hamam Limited for the years 2017-18 & 2018-19. Prepare

Vertical Comparative Balance Sheet for the above years. (15)
Liabilities 31.3.18 31.3.19 Asset 31.3.18 31.3.19
Equity Share Capital 2,00,000 | 2,00,000 | Fixed Asset 2,40,000 | 4,60,000
Preference Share Capital 1,00,000 | 1,00,000 | Stock 40,000 20,000
Reserves 20,000 30,000 | Debtors 1,00,000 75,000
Profit & Loss Account 15,000 20,000 | Bills Receivable 20,000 30,000
Bank O/D 50,000 | 2,30,000 | Cash & Bank 60,000 95,000
Creditors 40,000 50,000
Provision for Taxation 20,000 25,000
Bills Payable 15,000 25,000
4,60,000 | 6,80,000 4,60,000 6,80,000
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OR
Q.3. Following is the Balance Sheet of M/s. Paraguay Ltd. as on 31.3.19. (15)
Liabilities 31.3.19 Asset 31.3.19
Equity Share Capital 2,00,000 | Machinery 5,92,000
12% Preference Share Capital 3,60,000 | Investment 2,24,000
General Reserves 1,40,000 | Stock 2,02,000
16% Debentures 2,40,000 | Bills Receivable 40,000
Trade Payables 2,44,000 | Trade receivable 98,000
Bank O/D 40,000 | Cash & Bank 76,000
Provision for Taxation 36,000 | Profit & Loss 28,000
12,60,000 12,60,000

Sales for the year Rs. 14,00,000, Gross Profit Rate 25% and Opening Stock Rs. 2,18,000. Profit before
tax for the year was Rs. 4,20,000.

Compute the following ratios.

e Current Ratio

e Stock Turnover Ratio

e Proprietory Ratio

e Capital Gearing Ratio

e Debt Equity Ratio

e Return on Capital Employed

Q.4. Calculate Cash Flow Statement for the year ending:31.3.2019. (15)
Particulars Amt. (Rs.)
Cash Sales 3,00,000
Cash Purchases 75,000
Collection from Debtors 6,00,000
Payment to Suppliers 1,50,000
Trading Commission Received 1,50,000
Wages & Salaries 60,000
Rent Paid 15,000
Production Overheads Paid 45,000
Office Expenses Paid 30,000
Selling Expenses Paid 15,000
Income Tax Paid 1,67,000
Insurance Claim Received from Earthquake Disaster 1,50,000
Income Tax Refund 4,500
OR
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Q.4. From the following figures, Prepare an Estimate of the Working Capital.

Production

30,000 Units

Selling Price per Unit

Rs. 10

Raw Materials

60% of selling price

Direct Wages

1/6th of Raw Materials

Overheads

Twice of Direct Wages

Materials in hand

2 Months requirement

Production time

1 Month

Finished goods in store 3 Months
Credit for Materials 2 Months
Credit allowed to customer 3 Months
Average Cash balance Rs. 40,000

(15)

Wages and Overheads are paid in the beginning of the next month. In Production all the materials are
charged in the initial stage and wages and overheads accrue evenly.

Q.5 (A) Distinguish between Management Accounting & Financial Accounting.

Q.5 (B) Explain the need of Working Capital.

Q.5 Short Notes. (Any Three)

gk~ wnh e
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Sources of Cash Flow

Debt Service Ratio

Trading on Equity
Limitations of Trend Analysis
Users of Financial Statement
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