PE II Model Exam Question Papers



Question No.s 1 & 6 are compulsory. Attempt three questions out of the remaining question number 2,3,4 & 5 and attempt two questions from the remaining question numbers 7,8 & 9.

Working notes should form part of the answer

Q.NO. 1: 

a. What is Idle Time? Explain the causes leading to Idle Time?


3 Marks
b. Write short notes on Inter Firm Comparison?




3 Marks 
c. The net profit of a company amounted to Rs.60,412 for the year ending 31st December, 2002, as per its financial records. The cost records, however, revealed a different figure. A scrutiny of the two sets of accounts disclosed the following facts: 


                      12 Marks
i. Works overhead recovered in Cost Accounts during the period amounted to Rs.28,450 while the actual amount of these expenses was Rs.21,390 only.

ii. Actual office expenses for the period were Rs.19,850, whereas the office overhead recovered in Cost Accounts amounted to Rs.14,500.

iii. The annual rental value of premises owned by the company, amounting to Rs.10,800 was charged in Cost Accounts but not in financial Accounts.

iv. Selling & Distribution expenses for the period amounting to Rs.16,490,were excluded from costing records. 

v. Excess depreciation charged in Cost Accounts Rs.2,400.

vi. Expenses not included in Cost accounts and shown in Financial Accounts: 

	Interest of Bank Loan

Bank charges

              Director's fees

           

Penalty for late completion of contract
	1,600

160

750

2,500


vii. Gains during the year not included in Cost Accounts:

	Transfer fees
  

Profit on sale of investment

Interest on investments
	45

4250

9450


viii. The following appropriations had been made before arriving at the profit figure of Rs.60,412 shown above:

	Transfer to Dividend Equalisation Fund            

Transfer to Income Tax Reserve
  

Transfer to Debenture Redemption Fund
	10500

6400

9000


A sum of Rs.10,000 given as donation to the P.M.'s Relief Fund has been charged to P & L A/c as business expense. Prepare a Reconciliation statement & find the amount of Net Profit/loss as per costing records.
Q.NO. 2: 

a. Following information is available regarding process A for the month of Feb., 02:
    6 Marks
	Particulars
	Rs.

	Production Records:

Units in process as on 1.2.02.

[All materials used, 25% complete for labour & OH]

New units introduced

Units completed

Units in process as on 28.2.02.

[All materials used, 33-1/3% complete for Labour & OH]

Cost Records:

Work-in-process as on 1.2.02.

Materials

Labour

Overhead

Cost during the month:

Materials

Labour

Overhead     
	4,000

16,000

14,000

6,000

6,000

1,000

1,000

8,000

25,600

15,000

15,000

55,600


b. A Company uses an old method of machining a part manufactured for sale. The estimates of operating details for the year 1996-97 are as under:

i. No. of parts manufactured & sold - 30,000.

ii. Raw materials required per part - 10 Kgs @ Rs 2 per kg.

iii. Average wages rate per worker - 40 per day of 8 hours.

iv. Average labour efficiency - 60%.

v. Standard time required to manufacture one part - 2 hours.

vi. Overhead rate - 10 per clock hour.

vii. Material handling expenses - 2% of the value of raw materials.

The Company has a suggestion box scheme and an award equivalent to three month’s saving in labour cost is passed on to the employee whose suggestion is accepted.  In response to this scheme, a suggestion has been received from an employee to use a special jig in the manufacture of the aforesaid part.  The cost of the jig which has a life of one year is Rs.30,000 and the use of the jig will reduce the standard time by 12 minutes. Compute the amount of award payable to the employee who has given the suggestion. Also prepare a statement showing the annual cost of production before and after the implementation of the suggestion to use jig and indicate the annual savings.



      





8 Marks
Q.NO. 3:

a. What is Just in Time (JIT) purchase? What are the advantages of such purchases? 4 Marks 
b. Gemini Enterprises undertakes 3 different Jobs A, B & C.  All of them require the use of a special machine and also the use of the computer.  The computer is hired and the hire charges work out to Rs.4,20,000 p.a.  The expenses regarding the machine are estimated as follows:

	Rent for the quarter

Depreciation per annum

Indirect charges per annum
	17,500

2,00,000

1,50,000


During the first month of operation the following details were taken from the Job register:

No. of hours the machine was used:

	Particulars
	A
	B
	C

	Without the use of the computer

With the use of the computer
	600

400
	900

600
	-

1,000


Compute machine hour rate: (a) For the firm as a whole for the month when the computer was used & when the computer was not used. (b) For individual Jobs A, B & C.

    10 Marks
Q.No. 4:

a. Distinguish between Cost Control & Cost Reduction?




      4 Marks
b. A company produces three products A, B and C for which the standard costs and quantities per unit are as follows:

	Products
	A
	B
	C

	Quantity produced

Direct material/p.u. (Rs,)

Direct labour/p.u. (Rs.)

Labour hours/p.u.

Machine hours/p.u.

No. of purchase requisitions

No. of set ups
	10,000

50

30

3

4

1,200

240
	20,000

40

40

4

4

1,800

260
	30,000

30

50

5

7

2,000

300


Production overhead split by departments – Department 1 = Rs. 11,00,000







    - Department 2 = Rs. 15,00,000

Department 1 is labour intensive and Department 2 is machine intensive

Total labour hours in Department 1 = 1,83,333

Total machine hours in Department 2 = 5,00,000

Production overhead split by activity 

- Receiving/inspecting                             Rs. 14,00,000




 - Production scheduling/machine set up Rs. 12,00,000











   26,00,000

No. of batches received/inspected = 5,000; No. of batches for scheduling and set-up = 800

You are required to: Prepare product Cost statement under traditional absorption costing and Activity Based Costing Method. 







    10 Marks
Q.NO. 5:

a. Define: i.  Cost Centre
ii. Cost Audit






      4 Marks
b. A fire destroyed some accounting records of a company. You have been able to collect the following from the spoilt papers/records and as a result of consultation with accounting staff in respect of January, 2002.

Raw-Materials A/c

	Beginning Inventory     Rs.32,000
	


Work-in-progress A/c

	Beginning Inventory   Rs.9,200
	Finished Stock    Rs.1,51,000


Creditor’s A/c

	Closing Balance   Rs.19,2000
	Opening Balance   Rs.16,400


Manufacturing overheads A/c

	Amount Spent  Rs.29,600
	


Finished goods A/c

	Opening Inventory  Rs.24,000
	Closing Inventory  Rs.30,000


Additional Information:

a. The cash-book showed that Rs.89,200 have been paid to creditors for raw-material.

b. Ending inventory of work-in-progress include material Rs.5,000 on which 300 direct labour hours have been booked against wages and overheads.

c. The job card showed that workers have worked for 7,000 hours. The wages rate is Rs.10 per labour hour.

d. Overhead recovery rate was Rs.4 per direct labour hour.

You are required to complete the above accounts in the cost ledger of the Company.
10 Marks

Q.NO. 6:

a. The capital structure of progressive corporation consists of an ordinary share capital of Rs.10,00,000 (share of 100 per value) and Rs. 10,00,000 of 10% debentures. Sales increased by 20% from 1,00,000 units to 1,20,000 units, the selling  price is 10 per unit, variable costs amount to Rs. 6 per unit and fixed expenses amount to Rs. 2,00,000. The income tax rate is assumed to be 50%.








      8 Marks
You are required to calculate the following:

i. The percentage increase in earning ‘s per share.

ii. The degree of financial leverage at 1,00,000 units and 1,20,000 units.

iii. The degree of operating leverage at 1,00,000 and 1,20,000 units.
b. An investor is contemplating the purchase of equity shares of a Co. which had paid a dividend of Rs.5 per share last year. The dividends are expected to grow at 6 % for ever. The required rate of return on the shares this company in the capital market is 12 %. What will be the maximum price you will recommend the investor pay for an equity share of the Company? Will your answer be different if he wants to hold the Equity share for 3 years & 6 years?

      6 Marks
c. Explain the importance of Trade Credit and Accruals as source of working capital.
      2 Marks
Q.NO. 7:










   12 Marks
MA Ltd. is commencing a project for manufacture of plastic component. Following cost information has been ascertained for annual production of 12,000 units which is the full capacity: 

	Particulars
	Cost p/u 

	Materials

Direct Labour & variable expenses

Fixed Manufacturing expenses

Depreciation 

Fixed Administration expenses
	40

20

6

10

4

	
	80


The selling price per unit is expected to be Rs.96 and the selling expenses Rs.5 per unit, 80% of which is variable. In the first two years of operations, production & sales are expected as follows:

	Year
	Production

No. of units
	Sales

No. of units

	   1

   2
	     6,000

     9,000
	5,000

8,500


To assess the working capital requirements, the following additional information is available:

	Stock of material

Work in process

Debtors

Cash balance

Creditors for supply for materials:

Creditors for expenses:
	2.25 month’s Avg. consumption.

Nil.

1 Month’s Average sales.

Rs.10,000

1 month’s average purchases during the year

1 month’s average of all expenses during the year


Prepare for the two years: i. A projected statement of Profit/Loss (Ignoring Taxation); &  ii. A project statement of working capital requirements.
Q.NO. 8:

a. What are the objectives of Financial Management?




      3 Marks
b. Write about Lock Box System?







      3 Marks 
c. A company is considering whether it should spend Rs.4 lakhs on a project to manufacture and sell a new product. The unit variable cost of the product is Rs.6. It is expected that the new product can be sold at Rs.10 per unit. The annual fixed costs (only cash) will be Rs.20,000. The project will have a life of six years with a scrap value of Rs.20,000. The cost of capital of the company is 15%. The only uncertain factor is the volume of sales. To start with, the company expects to sell at least 40,000 units during the first year.

Required:  i. Net present value of the project based on the sales expected during the first year & on the assumption that it will continue at the same level during the remaining years. ii. The minimum volume of sales required to justify the project.



      6 Marks
Q.NO. 9:

a. Assume that a firm has owners’ equity of Rs.1crore and the ratios for the firm are:
      8 Marks
	Short –term debt to total debt

Total debt to owners’ equity

Fixed assets to owners’ equity

Total assets turnover

Inventory turnover
	0.40

0.60

0.60

2 times

8 times


From the Information given above, complete the following Balance Sheet:

	Capital & Liabilities
	Rs.
	Assets
	Rs.

	Short-term Debt

Long-term Debt

Total Debt

Owner’s Equity

Total Capital & Liabilities
	xxx

xxx

xxx

xxx
	Cash

Inventory

Total Current Assets     .

Fixed Assets

Total Assets
	xxx

xxx

xxx

xxx

	
	XXX
	
	XXX


b. Write about Factoring?








      4 Marks
ALL THE BEST 


Working notes should form part of the answer

QUESTION 1:

a. What are the provisions relating to Clubbing of Income?



    15 Marks
b. When an Assessing Officer can refer a case to Valuation Officer as per Sec.55

      5 Marks
c. Write about the provision relating to Deduction in respect of permanent  Physical Disability as per Sec.80U








      
      4 Marks 
QUESTION 2: Write short notes on the following:

a. Provisions relating to rebate available for Senior Citizens.



      3 Marks
b. Set off & Carry forward losses under the head House Property.



      3 Marks
c. Taxability of Family Pension.  







      3 Marks
d. Provision relating to Standard Deduction under the head Salaries.


      3 Marks
e. Computation of Net Annual Value.






      4 Marks
(Or)

a. Mr. Raghu Raj is employed with Bhoruka Power Corporation Ltd., as General Manager, Finance, on a monthly salary of Rs.26,000. Further he has been provide with:

i. Rent free accommodation is provide in Bangalore.

ii. The company has given him housing loan of Rs.4 lakh during the previous year @ 3% per annum.

iii. Mr. Raghu Raj owns mobile phone and the bills are reimbursed by the company. Reimbursement during the previous year is Rs.36,000.

iv. The company had purchased a car on 1-4-2001 for Rs.2,50,000. This car is sold to Mr. Raghu Raj on 1-7-2003 for Rs.1,20,000.

v. Company gave gift voucher of Rs.5,000 each to Mr. Phalgun and Mr. Pradhyumna, sons of Mr. Raghu Raj on their birthdays.

vi. He made the Diwali purchases of Rs.22,000 on his credit card. This amount along with the annual fee of Rs.1,500 was paid by the company. 

vii. He was allowed to use the video camera and laptop belonging to the company. The company had purchased these assets for Rs.40,000 and Rs.2 lakhs respectively.


Compute taxable salary of Mr. Raghu Raj for the assessment year 2004-05.
    12 marks

b. The following are the details relating to an undertaking of M/s. A Ltd., situated in a Free Trade Zone for the year ending 31-3-2004: Total turnover – Rs.12 crores, Export turnover – Rs.9.5 crores & Profits of the undertaking – Rs.2.2 crores. Compute the taxable profit.
      4 marks

QUESTION 3:

a. Compare Audit u/s 44AB (Tax Audit) & Audit u/s 142 (2A) (Special Audit).

      6 Marks
b. When an individual is said to be Resident but not ordinarily resident.


      6 Marks
c. When an assessee is called Deemed owner u/s 27.




      6 Marks
QUESTION 4:

a. Mr.B is a practicing Chartered Accountant Summary of his cash book for the year 2003-2004 is given. You are required to calculate his professional income for the Assessment Year 2004-2005, if accounts are kept on: Cash Basis & Mercantile Basis.



      6 Marks

	Receipts
	Rs.
	Payments
	Rs.

	To Balance as on1.4.2002

To Audit fee

To Examining fee

To Consultancy fee

To Rent from property

To Dividends received
	10,000

60,000

10,000

5,000

10,000

6,000
	By Office rent

By Office salary

By Personal expenses

By Income tax

By Membership fee

By Life insurance premium

By Repair of house

By Municipal-tax

By Books

By Balance as on 31.3.2003
	8,000

10,000

30,000

7,000

1,000

4,000

500

1,000

1,200

38,300


Additional Information:

i. Rent has been paid up to 31st January, 2004.

ii. Office salary includes Rs.1,800 paid to personal servant.

iii. Audit fee for 2003-2004 amounting to Rs.10,000 is outstanding from clients but advance fee for 2004-2005 has been received Rs.15,000.

iv. Depreciation allowed on professional assets is Rs.2,500.

v. The house is used as below: 50% for self-residence, 25% for profession and 25% let out.

b. Compute the income under the head other sources for Mr.A.

i. Purchase of 12% IDBI debentures of Rs.1,00,000 on 1-10-2003 directly from IDBI, due date of interest is 31st of March every year.

ii. Purchased 100, 12% IDBI debentures on 1-3-2004 from market @ Rs.1,050 per debenture. Face value debenture is Rs.1,000. Due of interest is 31st of March every year. 

iii. Purchased 100, 14% debentures of A Ltd. listed on stock exchange from a broker at Rs.100 each on 30-11-2003. Due date of interest are 30th of June and 31st December every year.

iv. Purchased 100, 12% debentures of B Ltd. @ Rs.100 each by subscribing to the company directly. Date of issue was 31-10-2003. Interest due on 30th June and 31st of December of every year.

v. Purchased 1,000 shares of face value of Rs.10 of Y Ltd. @ 60 per share from market on 15-6-2003. The company declared a dividend @ 20% on 30-9-2003.


      6 Marks
c. X invested Rs. 10,000 to acquire 1000 shares of ABC Ltd. on 4-1-1990. He holds the shares as investments. On 12-1-2001 he started a business of dealing in shares and converts his holding into his stock-in-trade. The market value of the shares as on the date of conversion was Rs. 25 per share and therefore, X credited his capital account by Rs. 25,000 and debited his stock account by Rs. 25,000. The shares are now reflected in the business of X as stock-in-trade. The shares were sold in the previous year 2003-2004 for a sum of Rs. 30,000. Comment.
      5 Marks


QUESTION 5: Answer any FIVE of the following:





   2 x 5 = 10

a. The Central Government can become a dealer, but the State Government cannot”- Is the statement correct? Give reasons.
b. Write short notes about the Liability to Central Sales Tax on sale by VPP.
c. When is stock transfer treated as ‘Inter-State Sale” under CST Act, 1956?
d. “Document of title of goods” in the context of CST Act, 1956.
e. Write about Form F.
f. Name any 6 Declared Goods.
g. What are the Benefits of Registration to the Dealer.
QUESTION 6:

a. When a sale is called Export Sale.






      4 Marks
b. Is Registration compulsory under CST.





      4 Marks 
c. Mr. Vishal is a dealer.  His sales during the first quarter of 1997 - 98 (April - June) are:

	Date
	Invoice No.
	Amount

	05.04.97

12.04.97

05.05.97

06.06.97

27.06.97
	1

2

3

4

5
	10,000 + tax @ 4%

80,000 + tax @ 4%

62,400 (inclusive of tax)

14,000 + tax @ 4%

18,000 + tax @ 4%


i. Goods worth Rs.7,000 (Exclusive of tax) against Invoice No.4 were returned on 29.06.97.

ii. Goods worth Rs.13,000 (inclusive of tax) sold on 26.12.96 were returned on 30.06.97.

iii. Goods worth Rs.6,500 (inclusive of tax) sold on 27.12.96 were returned on 30.06.97.

All the above sales were made in the course of interstate trade.  Calculate the Turnover and the tax payable if the rate of tax is 4%.






      7 Marks
ALL THE BEST 


Question No.1 is compulsory. Answer any FOUR questions from the rest.

Q.No.1: Answer the following Questions:

a. Convert the following from one number system to another system:

     1 x 5 = 5
i. 
[image: image1.wmf]8

)

(

 

16

(BAD)

=


ii. 
[image: image2.wmf]2

)

(

8

(365)

=


iii. 
[image: image3.wmf]8

)

(

10

(1024.256)

=


iv. 
[image: image4.wmf]10

)

(

2

101)

(101101.00

=


v. 
[image: image5.wmf]2

)

(

16

(C6D2.23A)

=


b. Describe briefly the following terms:






     1 x 5 = 5

i. Bridges
ii. The Data Bus
iii. Packet Switching
iv. Basic Input Output System (BIOS)
v. Bar Code
c. Give one or two reasons to each of the following:




     1 x 5 = 5

i. Need of Modem in Data Communication.

ii. Cache Memory in a processor.

iii. Use of Multiplexer in data communication.

iv. Disk formatting.

v. The presence of parity bit in the Coding system.

d. Write TRUE or FALSE for each of the following:




     1 x 5 = 5

i. Each microfiche can store up to 2000 page sized images.
ii. A mouse is connected to CPU through serial port.

iii. The Brain of the decision support system is termed as model base.

iv. Voice band service is used where data volume is relatively low.

v. The total of such an odd data field as is not normally totaled over the entire batch is called Hash Total.

Q.No.2: Distinguish between the following:






  4 ( 5 = 20

i. Analog Computers & Digital Computers

ii. Local Area Network & Wide Area Network.

iii. Multi Programming & Multi Processing.

iv. Compiler & Interpreter.

v. System Software & Application Software.

Q.No.3: Answer the following Questions:

a. Write about Interactive processing?






     5 Marks 

b. Calculate the length of a block and the number of bytes of data on the reel of a tape having the following details:









     5 Marks
	Tape length

Block size

Packing density

IBG
	2400 Ft.

1600 bytes

800 bytes

0.5 inch


c. A bicycle shop in Delhi gives bicycles on hire during day time at different rates as shown in the following table:

	Season
	Spring
	Summer
	Autumn
	Winter

	Charges per day
	Rs.8.00
	Rs.9.50
	Rs.5.50
	Rs.6.00


To attract his customers, the proprietor also gives a discount based on No. of days the bicycle is hired. If the hire period is > 10 days, a reduction of 15% is allowed. For every bicycle hired a deposit of Rs.20 must be paid. Develop a flowchart and print the details of each customer such as Name, No. of days hired, hire charges, Total charges including deposit. It is also assumed that there are 25 customers and details such as Name of the customer, season, no. of days hired etc. are input through the computer.







    10 Marks
Q.No.4: Answer the following Questions: 
a. Write about Voice Messaging?







     5 Marks

b. Write about Mesh form of Network?






     5 Marks 
c. A life insurance company has the following criteria for deciding whether or not the insurance for a person is to be accepted. 

If a person’s health is good and the person is aged between 20 and 35 years, lives in a town or city, and is a male then the premium charged is Rs.20 per thousand and the policy is written for an amount not exceeding Rs.10,00,000. If a person satisfies all the above conditions except that the person is a female’s then the premium charged is Rs.25 per thousand and the policy is written for not more than Rs.6,00,000. If the person’s health is poor and the person is aged between 20 and 35 years, lives in a village and is a male. Then the premium charges Rs.40 is per thousand and the policy is written for not more than Rs.2,00,000. If the person is a female, the premium rate charged and the maximum limit for writing a policy are the same. In all other cases, the person is refused insurance. 

Prepare a decision table for the above problem.





    10 Marks
Q.No.5: Answer the following:







   5 x 4 = 20

a. Write about SQL?











b. Explain the briefly the concept of Mail Merge?







c. Define the following on MS-Word:








i. Fonts
    ii.   Footer
     iii.   Replace
iv.  Indent
 v.   Change Case

d. Define the following on MS-Excel:








i. Rows 
    ii.   Columns   iii.   NPV

iv.  IRR
 v.   COUNT (Range)

Q.No.6: Answer the following:







   5 x 4 = 20

a. Explain the concept of Communication Protocols?






b. State the objectives of passing the Information Technology Act, 2000.




c. Write about Black Box Approach?








d. Write about Wireless Networks?









Q.No.7: Write short Notes on the following.





   5 x 4 = 20

a. Daisy Wheel Printers










b. Virtual Memory.











c. Optical Character Recognition.









d. Power of controller to make regulations under Cyber Laws Act
2000




ALL THE BEST  
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