CS Executive » Company Accounts, Cost & Management'Accounting_,Dec 2012

Module- | _
Paper-2 Company Accounts,
Cost & Management Accounting
December - 2012

Q. No. 5{a) -

 State, with reasons in brief, whether the following statements are true or false ?

APPROPRIATE | __
ANSWER | REASONS

0) TRUE Cash flow statement deals with only cash inflow & cash outfiow, hence
, accrual concep’r is no’r conmdered ‘
(i) FALSE

i) FALSE

(iv} FALSE

(v TRUE

Q. No. 5 (b)

APPROPRIATE
ANSWER

M | (o)

fi) (o)

(V) HalseVeprenmium plan
Q. No. 5 (c) :
R-write the following sentences uﬂer filling-in the blanks spaces with appropriate

word(s)/hgur (s}

[ APPROPRIATE_ANSWER

fii | Gverheads

{ii) Method/technique

(i} | Traditional Budgeting

{iv) Reduce/decreases

{v) | Weighted average method |
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Q. No. 6 (a)
_ 4 Balance Sheet of Moon Lid.
Liabilities Amount Assets . Amount
Share Capitail 600,000  Fixed Assefts 800,000
Profit & Loss a/c 240,000 Current Assets :-
o - Debtors 4,00,000
Reserves 460,000 - Stock 3,00,000
- Other 1,00,000 800,000
Debentures 300,000
Current Liabilities :-
- Creditors.  3,50,000
- Others 50,000 400,000
1,600,000

Working Notes :-
_1. Current Assets

Given,
CurrentRatio=2:1 &
Working Capital = T 4,00,000
Working capital = current assets — current liabilities,
Current Assets = Ratio of CA * Working capital
Working capital ratio (2-1)

= (2 * 4,00,000)/1,
=%.8,00,000 :

ICurrent Assets = ¥ 8,00,000|

2, Current Liabilities

Working capital = Current assets —
Hence, :

Current liabilities = CA - WCs
= 8,060,000 - 4,00,000
ICutrent Liabilifies = ¥ 4,00,000
3. Capital Block
Capital block/Current assets =
Capital block = (3* 8,00:000}/2

ack + Current Liabilities
=12,00,000 +4,00,000

=14,00,000 _

Total of Liabilifies side = % 16,00,000

5. Total of Assets side of Balance Sheet
Total of Liabilities Side = Total of Assets side
16,00,000 =16,00,000

[fotal of Assets side = ¥ 14,00,000

4, Fixed Assels

Total Assets — Cuirrent Assets

16,00,000 - 8,00,000

8,00,000

Fixed Assets = ¥ 8,00,000|

2

(&
= 24,00,000
Turnoveér:=% 24,00,000]
Cash Sales & Credit Sales
‘Caish sales/Credit sales = 1/2
Let’ Cash sales be assumed as “x", then
Cash sales = X,
Credit sates = 2X
Cash sales + Credit sales = Total sales
X+ 2X =24,00,000
3 X = 24,00.000
X =8,00,000
iCash Sales = ¥ 8,00,000]
ICredit Sales = T 14,00,000]
9. Gross Profit
G.P. Ratio is 25 % on sales
i.e.25 % of 24,00,000
IGross Profit = ¥ 6,00,000]
10. Cost of goods sold
= Sales - Gross profit
= 24,00,000 - 6,00,000
= 18,00,000
ICost of goods sold =¥ 18,00,000]
11. Closing Stock -
Stock velocity = 2 months ; (given)
Stock velocity = closing stock * 12
cost of goods sold
closing stock = (18,00,000 * 2)/12
= 3,00,000
IClosing Stock = ¥ 3,00,000]
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12. Sundry Debtors
Debtors velocity = 3 months ; (given)

Debtors velocity =Debtors* 12
Credit sales
Debtors = (16,00,000 * 3}/12
= 4,00,000

[Debtors = % 4,00,000)

13. Sundry Creditors
Creditors velocity = 2 months ; [given)
Credifors velocity = Creditors * 12
Credit purchases
= {21,00,000 * 2)/12
= 3,560,600
iCreditors = T 3,50,000]

Creditors

Purchases .

Cost of goods sold = Op Stock + Purchases + Direct
Exp - closing stock ;

18,00.000 = 0 + Purchases + 0 - 3,00,000
Purchases = 21,00,000

Assuming, all purchases in credit.

Assuming, no direct exp & NiL opening stock.

14, Net Profit
10 % of turmnover

i.e. 10 % of 24,00,000
= 2,40,000

INet Profit = ¥ 2,40,000

15. Reserves

2.5 % of tumover
i.e.2.5% of 24,00,000
= 40,000

Reserves = ¥ 40,000

|pebentures = % 3,00,000

16. Debentyres & Share Capital _
Capital block = Share Capital + Debentures +

Net Profit + Reserves, ;

12,00,000 = Share capital & debentures +
2,40,000 + 40,000, :

Share capital & debentures = 9,00,000 -

'Debenfures/shcre cdpi?cﬂ =1/2"

let, deben’rur’es be assumed as “p”, then
Share capital = 2p :

P + 2p =9,00,000
3p =9,00,000
p = 3,00,000

lShare Capital = T 6,00,000 =
17, Ciher Current Asseis‘
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Q.'No. 7 (a)

In the Books of § V Consfruction Lid.
Confract Account for the year ended 30th Sept 2012
' Contract Price - 12,00,000
Particulars = Amount ' Parficulars Amount
To Plant Purchased 60,000 By Plant at site . 48,000
_ _ (Rs. 40,000 - Rs. ]2 000).
To Wages paid 340,000 By Material at site
To Wages accrued | 2800 By Work in progress
: ' - Work Certified
To Material Issued 336,000 - Work Uncertified
To Direct Exp 8,000 '
To Direct Exp accrued . 1,200
To General Overheads 32,000
To Nofional Profit c/d' 36,000
816,000 816,000
To Profit & Loss a/c 19,200 36,000
To WIP | 16800 |
| 36,000 36,000

Contract has not completed in thesameyear,"hence it is incomplete question. Accordingly, the
part -of the profit will be 1rc1nsferreelf”o thelwork-in-progress and other part to profit & loss
account based on % age of work cerifi ied fo contract price.

Calcuiation of amount of nroﬁf?i‘%%gﬁe Vcredi‘f d to Profit & Loss account :-

50,000, Coniract Price = 12,00,000

Cosh Recelved

X -Notional. Profi‘r X-

Work Certified
_ m 2 X 36,000 XM = 19,200
3 750,000

Depreciation on plant :-
= {Cost of plant - Scrap value)/Life of plant

(60,0000 )/5 Years
% 12,000
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Q.No. 7 (b) -

Annual Supply (R) = 24,000 bearings
Holding cost perunit (C) = 2120 p.a. (0.10*12)
Set-up cost (O] = ¥ 324 perrun

{i) Oohmum run size for manufacturing of beczrtnq -to de’rermane the optimum run size,
Economic Order Quontn‘y (EOQ) shall be calculated

Economic Order Qucmﬁ’ry ([EOQ) = I {2RO)
C
= [2.% 24,000 *324 = 3600 beari

1.20

(ii) Extra cost at 6000 bearings

e

- Jotalcost at ooﬁmum rwn sizé of 34600 bearings

Total Cost

= Ordenng cost/Set-up cos’r + Carryin -ﬁ@“’c?s’*:.t V
R. Set up cos’r +
otal Cost = (—mM—
fotal Cos ( Order Size per run ) : )
' 24000 +
tal t = = 324 \ \
Totat Cos Y . ) }

Total Cost = R 4320.00

- Total cost at run size of 6_000 bearings
Total Cost = Ordering cost/fSet-up co

Carrying Cost

: ‘ R Set up.cost COrder Size _ Ho'lding

Total t = — y LEE T vy

ofal Cos ( Order Size : 2 cost per unit )
24000 4000

Total Cost ( 2500 ( 3 X 0 )

Total Cost = R 4896.00

Conglusion: - Company wo

{iii) Minimum inve forv ho!dinq cosaL
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Q. No. 8 {a) oo
CASH FLOW STATEMENT OF GREAT LID.

PART!C_ULAIRS ' . AMOUNT AMOUNT

(A) Cash Flow from Operating Activities:-

_ Net Profit before tax for the year {{1,00,000 --60,000) + 80,000 } _ 120,000
Adlusimenis of non operating/non cash Hems -
Deprecno’non on plant & machinery 125,000
Proposed Dividend : : 200,000
Transfer to reserves ' 90,000,

Profit on sale of plant & machinery -13, OOO '360 000

Adjustment of working capital:-

Decrease in trade receivables
Increase in stock
Decrease in trade payables

Cash flow from operating activities before tax paid & extra %g;_:lina 360,000
Tax paid -50,000
Net Cash flow from Operaling activilies 310,000

(B) Cash Flow from Investing Aclivities:-

Purchases of Investments -100,000
Purchases of plant & mochmery -345,000
Purchases of building & : -200,000
Sale of plant & machinery ' 35,000 -610,000

| (B) -410,000
Issue of Share 6@1@1' S 200,000
Issue of lebg—:nfure 200,000
-100,000 300,000
{C) 300,000
ease  or Decrease in Cash and Cash equivalents { (A) + (B) +{C) } 0
and Cash equiv alents in the beginning of the year 200,000
“ash and Cash equivalents at the end of the year 200,000
Working N;te
Land & Building A/c
Particulars ‘Amount Parficulars Amount
To Balance b/d 400,000
To Bank a/c (PUrchoses) 200,000 By Badlance c¢/d 400,000
600,000 . . 400,000
6 o ' CA. Mukul Jain (B.Com, ACA, LL.E., PGDBA,.D.ISA)
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Plant & Mac‘hi_néry A/c
Padiculars Amount Parliculars Amount
To Balance b/d 500,000 By Depreciation (25%) 125,000
ToP &L '(profi’r on sale) 15000 By Bank a/c (solé} 35,000
To Bank q/é (Purchases) 3'45,000 By Balance c/d 700,000 | '
840,000 | 860,000

Provision for Taxation A/c

Particulars ' An‘iouni Particulars
To Bank _(’rdx paid) 50,000 By Balance b/d
To Balance ¢/d - 100,000 ByP&L (taxmade)
150,000

Proposed Dividend A/c

Parficuiais Amount Puﬁic uiars " Amount

To Bank {dividend paid) 00,000 By Bolo : e b/d"“ 100,000
To Balance ¢/d - 200,000 200,000
300,000 300,000

Q. No. & (b)

Product X can be produced either by Machine A or Machine B. Total machine hour availdble
are 2500 hours. It means mag ours are limited factor (key factor). To decide that Product X
should be produced By, which machine, contribution per key factor {contribution per machine
hour) shall be colculoteéfv‘ d selection should be based on ranking.

Staiemeni sh wmg calculction of Contribution per machine hour of Machine A& B
(Total machine hours = 2500 hours)

Machine A Machine B
9.00 2.00
rglnol cost per unit 5.00 6.00
Confribution per unn‘ - {i) 4.00 3.00
No. of units/machine hour - {ii} . 100 units 150 units
Contribution per machine hour - (i} * (i) 7400 T 450
Ranking | ]

Conclusion - Based on the above calculation, it is evident that Contribution per machine hour of
Machine B X 450) is higher than Machine A (X 400). Hence, product X should be produced by

Mach!ne B.

Note —

1. Fixed cost is not relevant for decision-making.
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Q. No. 8 (c)

“Management accounting is a decision making system”. Comment ? {(Jun = 05)

Decision-making is an important and prime function of top management, Management
accounfing may take the decision making process more modern and scientific by providing
significant information relating to various alternatives in ferms of cost dnd revenue. With the help
of techniques provided by Management accounting, data relating to cost, price profit or saving
for each of the available alternatives may be collected and analysed and these provide a
‘base for taking sound decision. Management accounting deal with a number of techniques
which could be used in judging the profitability and feasibiiity of the alternatives selected on the
basis of cost and revenue data. :
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