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ENGLISH VERSION

Instructions : (1) All questions carry equal marks.

(2) Answer any four questions.

(3) Show required calculations as the part of answer.

Reliance Paints have two departments that is department
'A'" and department 'B'. Department 'A’' produces product X
and sell it to the external market, and also provide some
to its department 'B'. Department do some process on it and
prepare goods 'Z'. View of department B's manager is that
transfer of the raw material is very high. To remove this
conflict both Department's manager present with the
management. The following information had been given.
Department 'A’ sold out 40,000 units to external customers.
and gives 10,000 units to department 'B'. Selling price per
unit 1s Rs. 20.
There is no any possibility for change in demand. Variable
expense per unit production is Rs. 12 Whereas fixed
expenses are Rs. 2,00,000.
The Manager of Department 'B' wants to transfer the goods
@ 18 Rs. If department 'A' does not sell the goods to
department 'B' then Fixed expenses amount Rs. 30,000 and
Assets of Rs. 1,75,000 can be reduced.
Which alternative should be selected?
(1) Can units be transfer @ Rs. 18 per unit to department
B’ ?
(2) Find out Minimum Rate which is suitable for department
'A'. (Total Assets amount is Rs. 8,00,000)

Company ABC produces it production within the three
departments. He provides the following information for the
year 2003-04.

Particular Dept— A | Dept-B | Dept- C | Total
Sales 3,200 2,400 2,400 | 8,000
Production Exp. Fixed - 200 40 240
Variable 2,400 1,400 1,360 | 5160

800 800 1,000 | 2,600
Administration Exp. 268 232 344; 844
Sales Exp. 404 420 464 [ 1,288

128 148 192 468
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(1) The Sales of Rs. 400 in department 'A’ is included in
the sales done by the production expenses of
Department 'C'.

(2) General expense of Rs. 260 is included in administrative
expenses which is distributed in the gross profit ratio
of all departments.

(3) General expense of Rs. 200 is included in sales expense
which is distributed to each department on 2.5% of
their sales.

From the above information give preference to each activity

according to net profit margin approach.

3 The Dev Company is doing business of outsourcing and
courier service. Its main office is in Mumbai and Branch
is located in Chicago. The currency of Chicago is U. S. §
(Dollar). The Trial Balance of this company as on 31-3-2004
is mention as under.

Particular Dr. Amt. Cr. Amt.
in $ in §

Account of Head Office — 32,800
Purchase and Sales 9,000 22,000
Debtors and Creditors 1,000 800
Opening Stock 4,000 —
Cash and Bank 800 -
Computer of Offlcers 18,400 —
Other Fixed Assets 18,400 —
Branch Operating Expenses 4,000 —
55,600 55,600

Other Fixed Assets and Computers of officers are purchased
on dated 01-04-2003. At the end of the year closing stock
is valued at 3,200 Dollar. In the books of Head office, balance
of branch account is Rs. 16,00,000.

Date Rate of 1 Dollar
31-3-03 47 Rs.
31-3-04 49 Rs.
Average 48 Rs.

According to the Indian Accounting Standard AS-11, Prepare
convertible Trial Balance, Branch Trading Account, Branch
Profit & Loss Account and Balance Sheet as on 31-03-2004.
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One branch of P.M. Stores of Porbandar is located in Japan-

Tokyo. Its currency is

30-06-2004 1s mentioned as under.

Yen (¥). Trail balance as on dated

Particulars Dr. Amt. Cr. Amt.
(in ¥) (in ¥)
Account of Head Office — 20,00,00,000
Purchases 28,50,00,000 -
Opening Stock 3,90,00,000 -
Debtors 1,02,50,000 -
Cash and Bank 15,00,000 -
Fixed Assets on 01-07-2003 4,00,00,000 -
Sales — 20,00,00,000
Creditors — 1,00,00,000
Administrative &
Sales Expenses 3,42,50,000 -
41,00,000,000 | 41,00,000,000

On dated 30-06-2004, the value of closing stock with the
branch is 20,00,000 ¥. Debit balance of Branch account is
Rs. 8,00,00,000 found in the books of head office. Foreign
currency rate is mentioned as under.

On Dated 01-07-2003 100 ¥ = 39 Rs.
On Dated 30-06-2004 100 ¥ = 41 Rs.
Average Rate 100 ¥ = 40 Rs.

Head office consider average exchange rate for revenue

expenses and revenue income. For. opening and closing stock

related exchange rate is to be considered.

Prepare Branch final accounts in the books of head office.

Devesh Company Ltd. purchased a machine of $ 1,00,000
from Foreign Company. For this purpose foreign company

has get him loan as a financial facility. Principal amount

of loan is to paid within 5 equal installments. 15% interest

is to be calculated on loan amount. Machine is in the first

year and started its usage. Exchange rates are

be given as under.
At the time of purchase (T)
At the end of First year (T))
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At the End of Second year (T,) 1$ = Rs. 31.50.

At the End of Third year (T,) 1$ = Rs. 33.
At the End of Fourth year (T 1$ = Rs. 33.
At the End of Fifth year (T5) 1$ = Rs. 32.50.

From the above information, as per Accounting standard-
11 find out balances brought down amount for the fixed
assets T;, Ty, T3, Ty, T;.

6  Shankar Ltd. has purchased one fixed assets for 12 lac $
as on 30-06-2004. Out of this amount foreign currency loan
is to be given of 10 lac $§. Whereas remaining amount is
to be given as government subsidy. For foreign loan 10%
interest annually is calculated. 1 dollar exchange rate is
mention as under.

At the time of purchase of assets = 36 Rs.
As on 31 December 2004 = 36.50 Rs.
As on 31 December 2005 = 37 Rs.

Company closes his accounts on 31-12 every year. Depreciation
@ 15% per annum is to be calculated with diminishing
balance method. On 31-12-2014 and 31-12-2015 company
has paid 2 lac dollar and 15 lac dollar respectively with
interest.

From the above information as per AS-11 calculated the
following.

(1) Calculation of Depreciation for both the years.

(2) Balance brought down amount of Assets for both the

years.

7  Write short Notes :
(1) Indian Accounting Standard.
(2) The need of Indian Accounting Standard.
(3) International Accounting Standard.

8 Explain :
(1) International Accounting Board
(2) Attempt for developing Accounting Standard at national
and international level.
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