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ENGLISH VERSION

Instructions : (1) Write answers of MCQs in main Answer sheet.
(2) Figures to the right side indicate marks.
(3) Calculations and explanations if required are to

be shown with relevant answer.

1  MCQs. : 20

(1) Budget Period is determined on which of the following
factors ?

(A) Nature of business

(B) Competition in the market
(C) Availability of raw materials
(D) Number of Products

(2) While preparing Production Budget, the quantity of
Production will be determined by the following equation :

(A) Opening Stock — Units Sold + Closing Stock
(B) Opening Stock + Units Sold + Closing Stock
(C) Units Sold + Closing Stock — Opening Stock
(D) Opening Stock — Closing Stock

(3) Which of the following will be found in Cash Budget?
(A) Depreciation
(B) Capital Expenditure
(C) Provision for Doubtful Debts
(D) Outstanding Expenses

(4) Which method is used for preparing Cash Budget?
(A) Income and Expenditure method
(B) Adjusted expenses method.
(C) Adjusted payment method.
(D) Receipt and Payment method.
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(5) Which of the following statements is true in the context
of limitation of Cash Budget?

(A) With the help of cash budget it is not possible to

decide as to when cash has to be arranged.
(B) It is not useful to determine capital budget plan.

(C) Itis not difficult to estimate cash receipts and cash

payments.
(D) As it is expensive, small firms cannot adopt it.

(6) Asper AS-3, Dividend paid is recorded as activity

in Cash Flow Statement.
(A) Operating

(B) Financing

(C) Investment

(D) Not recorded at all

(7) Plant and Machinery costing Rs. 500,000/- and provision
for depreciation on it is Rs. 180,000/- is sold at a profit
of Rs. 90,000/-. In this case, what will be the effect in
Cash Flow Statement?

(A) Cash Flow will decrease by Rs. 590,000/-
(B) Cash Flow will increase by Rs. 590,000/-
(C) Cash Flow will decrease by Rs. 410,000/-
(D) Cash Flow will increase by Rs. 410,000/-

(8 Afactory produces 1200 units at 60% production capacity.
The selling overhead are Rs. 80 per unit (50% are fixed).

In this case, calculate fixed selling overhead at 100%

capacity.
(A) Rs. 12,000/- (B) Rs. 20,000/-
(C) Rs. 40,000/- (D) Rs. 48,000/-
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(9) The balance of provision for taxation account was
Rs. 20,000/- and Rs. 25,000/- at the beginning and at
the end of the year respectively. During the year
Rs. 18,000/- was provided for taxation. What must be
the tax paid in current year?

(A) Rs. 13,000/- (B) Rs. 23,000/-
(C) Rs. 20,000/- D) Rs. 25,000/-

(10) Total Factory overhead are given as - For the production
of 10,000 units are Rs. 600,000/- and for 15,000 units
Rs. 10,00,000/-. In this case, calculate variable factory
overheads per unit.

(A) Rs. 40/- (B) Rs. 60/-
(C) Rs. 75/- (D) Rs. 80/-

(11) To whom External Report is not supposed to be
submitted ?

(A) Registrar of the companies
(B) Stock Exchange Board

(C) Head of the Departments
(D) Shareholders

(12) Redeemable preference shares of Rs. 400,000/- are
redeemed at 10% premium and new equity shares worth
Rs. 250,000/- are issued at a premium of 15%. In this
case, accordingly to Companies Act, how much amount
will have to be transferred to Capital Redemption
Reserve Account?

(A) Rs. 400,000/- (B) Rs. 250,000/-

(C) Rs. 150,000/- D) Rs. 152,500/-
(13) NPV=0 also indicates

(A) Rate of Return on Original Investment

(B) Rate of Return on Average Investment

(C) Internal Rate of Return

(D) All of the above
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(14) The preferred technique for evaluating capital investment
18

(A) Pay Back Period Method

(B) Accounting Rate of Return Method
(C) Net Present Value Method

(D) All of the above

(15) A company wants to implement an expansion project,
requiring a capital outlay of Rs. 25,00,000/-. It will give
annual profit of Rs. 750,000/- after depreciation at 10%.
Assume tax rate is 50%. Calculate pay-back period.

(A) 10 years B) 5 years
(C) 4 years D) 2 years
(16) "Management by Exception" means ...............

(A) Reports of only certain departments should be
prepared and presented

(B) Reports prepared should be presented only to some
members of the Board of Directors.

(C) Only significant and exceptional matters should be
presented in the reports.

(D) All the possible information should be presented in
the reports.

(17) Micky Company gives following information :
Annual operation hours .............. 40,000
Planned overhead cost :

Variable overhead......... Rs. 8,00,000
Fixed overhead............. Rs. 2,50,000.

Calculate the variable overhead and fixed overhead at
60,000 operation hours.

(A) Rs. 12,00,000 and Rs. 2,50,000
(B) Rs. 12,00,000 and Rs. 3,75,000
(C) Rs. 8,00,000 and Rs. 3,75,000

(D) Rs. 8,00,000 and Rs. 2,50,000
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(18) Which of the following statements is not true with

reference to ideal report?
(A) The title should be concise and clear.

(B) The charts, diagrams and graphs should not be

used.

(C) It should be based on facts and figures from reliable

sources.

(D) The contents of the reports should be reviewed
periodically.

(19) Top level management is concerned with the reports

(A) Planning policies and controlling functions
(B) Implementation of plans and policies
(C) Progress of jobs under their control

(D) None of the above

20) A firm wants to buy a machine at a cost of
Rs. 15,00,000/-. Its cash flow in the first 3 years are
estimated as - Rs. 5,00,000/-, Rs. 7,50,000/- and
Rs. 9,50,000/-. The discount rate is 12% and present
value factors are 0.893, 0.797 and 0.712. Its net present

value is

A) 2,00,000
B) 2,20,650
(C) 2,40,800
O 2,50,600
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2  From the following Balance Sheet and Profit or Loss 15
Account, prepare Cash Flow Statement of Donald Ltd. for the
year ended on 318t March, 2015.

Liabilities 31.03.14( 31.03.15 | Assets 31.03.14 | 31.03.15
Equity Goodwill 32,000 | 20,000

Capaital 7,80,000 [ 10,40,000 | Machinery 8,00,000 | 8,00,000
General Land-

Reserve 4,42,000| 5,20,000 | Building 12,80,000 |[16,70,000
Profit and Investments 2,60,000 | 2,08,000

Loss alc 1,56,000( 1,95,000 | Debtors 5,00,000 | 5,60,000
Debentures 5,20,000 | 3,64,000 | Stock 2,28,000 | 2,46,000
Creditors 2,00,000/( 1,38,000 [ Cash-
Bills Payable | 1,12,000| 2,00,000 | Balance 20,000 | 58,000
Provision

for Tax 2,34,000| 2,47,000
Provision

for Dep. 5,98,000| 7,54,000
Proposed

Dividend 78,000 93,600
Unpaid

Dividend ---| 10,400

Total 31,20,000 35,62,000 31,20,000 | 35,62,000
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Statement showing Profit and Loss for the year ended on
318t March, 2015 :

Particulars Rs. Rs.
Sales 22,75,000
Less : Cost of Goods Sold 15,12,000
Gross Profit 7,63,000
Less : Administrative Expenses 1,02,000
Selling and Distribution Expenses| 1,08,400
Depreciation on Machinery 1,60,000
Depreciation of Land and Building | 86,600
Goodwill written off 12,000 4,69,000
2,94,000
Add : Profit on Sale of Building
(Cost Rs. 1,30,000,
Accumulated Depreciation
Rs. 90,600) 25,600
Profit on Sale of Investments
(Cost Rs. 52,000) 26,000
Dividend Received 12,000 63,600
Profit Before Tax 3,567,600
Less : Provision for Tax 1,47,000
Profit after Tax 2,10,600
Add : Opening Balance of Profit and
Loss Account 1,56,000
3,66,600
Less : Appropriations
Transfer to General Reserve 78,000
Proposed Dividend 93,600| 1,71,600
Closing Balance of
Profit and Loss 1,95,000
OR
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2 From the following Balance Sheet of Barby Ltd. prepare 15
Cash Flow Statement for the year ended on 315 March,

2015 :

Liabilities 31.03.14( 31.03.15 |Assets 31.03.14 | 31.03.15
Equity Goodwill 50,000 | 40,000

Capital 1,50,000 2,50,000 [ Machinery 1,75,000 |2,25,000
General Land-Building |1,50,000 |1,35,000

Reserve 75,000 50,000 [Investments 40,000 37,500
Profit and Stock 20,000 | 40,000

Loss alc 74,000 69,000 |Debtors 37,500 45,000
Debentures 50,000 70,000 |Bills
Creditors 40,000 30,000 | Receivable 7,500 10,000
Bills Payable 37,500 47,500 | Cash-Balance --1 20,000
Unpaid Preliminary

Expenses 5,000 2,500 | Exp. 9,000 6,500
Provision

for Tax 30,000 40,000
Bank

Overdraft 27,500

Total 4,89,000 | 5,59,000 4,89,000 |5,59,000

Additional Information :

ey

On 01.01.15 company has given bonus shares from

general reserve in the ratio of one bonus share against

three equity shares held.
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)

Tax and dividend paid during the year Rs. 27,500 and

Rs. 27,000 respectively.

3) Investment of Rs. 10,000 were sold at 25% profit.
(4) Depreciation written off during the year on machinery
Rs. 17,500 and on land and building Rs. 15,000.
(5) Machinery having book value of Rs. 25,000 was sold at
20% loss during the year.
3 Oswald Ltd., can produce 1,000 units at 100% capacity. 15

The estimated cost at 60% and 80% production capacity is

as under :
Particulars Production Capacity
60% (Rs.) [ 80% (Rs.)
Direct Material per unit 30 Rs. 30
Direct Wages per unit 36 Rs. 36
Factory overheads 22,800 26,400
Administrative overheads 5,000 5,000
Selling Expenses 10,000 12,000

The company is presently working at 60% production

capacity and the selling price per unit is Rs. 152. Prepare

flexible budget at 70% and 90% capacity. Find out profit

when the selling price per unit is Rs. 148 and Rs. 145

respectively.

OR
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3  From the following information of Angel Ltd., prepare 15
cash budget for the three months from April to June 2015 :

ey

)
3)

4)

()

©6)

()

@)

Cash and bank balance on 1-4-15 1s Rs. 40,000.

Month Total Sales | Purchase | Wages | Overheads
Rs. Rs. Rs. Rs.

February 4,80,000 | 3,36,000 | 40,000 38,000

March 5,60,000 | 4,00,000 | 48,000 46,000
April 3,20,000 | 4,40,000 | 32,000 34,000
May 4,32,000 | 3,60,000 [ 56,000 58,000
June 3,60,000 | 3,20,000 | 40,000 36,000

75% of purchases and sales are on credit terms.

The rate of cash discount on cash purchases and cash
sales 1s 5%.

60% of credit sales are realized in the month after sales

and remaining 40% in the second month after sales.

Time lag :

Credit Purchase.......... % month
Wages ....coooeeeeeeeiiiinnnn. % month
Overheads......ccceeeneeenni.. 1 month

Overheads include Rs. 10,000 per month for depreciation

on fixed assets.

Interest on 8% Debentures of Rs. 8,00,000 is payable
quarterly in April.

Interest on Investments of Rs. 4,00,000 at 10% per

annum is receivable half yearly in June.
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4  Priyal Ltd., wants to purchase a machine. Two machines 10
A and B of Rs. 1,00,000 each are available in the market.
Each machines has estimated life of 5 yrs. There is no scrap
value of either machines. Expected rate of return is 12%. Tax
rate applicable is 50%. Estimated income before depreciation
and tax for five years is as follows :

Machines | Year 1l | Year2 | Year 3 | Year4 | Year 5

Rs. Rs. Rs. Rs. Rs.
Machine A | 35,000 | 40,000 [ 65,000 [ 50,000 | 30,000
Machine B | 55,000 | 65,000 [ 40,000 [ 30,000 | 35,000
Calculate :
@) Pay Back Period.
(1) Net Present Value.
Present value of Re. 1 at 12% discount factor for 5 years is
0.893, 0.797, 0.712, 0.636, and 0.567.

OR

4  Keshvi Ltd., gives the information of two projects X and 10

Y as under :
Particulars Project X | Project Y
Cost 50,00,000 50,00,000
Life 5 Years 5 Years
Expected Rate of return 10% 10%
Earnings after depreciation
but before tax at 50%
Year
1 12,00,000 8,00,000
2 14,00,000 16,00,000
3 8,00,000 28,00,000
4 52,00,000 60,00,000
5 42,00,000 16,00,000
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Present value of Re. 1 at 10% discount factor for 5 years is
0.909, 0.826, 0.751, 0.683 and 0.621.

Calculate :

(a)
b)

Profitability index

Average rate of return.

5  Attempt any two :

ey
)
3)
4)
()

External Reports and Internal Reports
Importance of Budgetary control

Pay Back Period Method

Requisites of good report

Flexible Budget.
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