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Financial and Management Accounting
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                 Maximum Marks: 100

Note: 

1. The paper is divided into three sections: SECTION-A, SECTION-B and SECTION-C. 

2. There are seven questions in SECTION-A, attempt ANY FOUR. 

3. SECTION-B has five questions, attempt ANY THREE. 

4. All the questions of SECTION-C (Case Study) are compulsory.

SECTION-A (10 Marks each)

1.  
Differentiate between Financial and Management account.  What is the role of a Management Accountant in a business firm?
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2.  
‘Cost may be classified in a variety of ways according to their nature and the information needs of management’.  Explain and discuss this statement, illustrating with examples the classifications required for different purposes.
3.  
Briefly explain the financial statements which are required to be prepared by companies.  Illustrate how these statements are interrelated. 
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4.  
Using suitable figures, graphically explain break-even point.
5.  
Differentiate between standard cost and budgetary control.  How are the standard set, give examples?
6. 
Distinguish between a cost center, revenue center, profit center and an investment center.
7.  
Briefly explain the steps involved in preparation of fund flow statement.  List any three items each of the sources and application of funds.
SECTION-B (15 Marks each)
8.  
A factory is engaged in manufacturing clay toys is working at 40% capacity and produces 10,000 toys per month.  The present cost breakup for one toy is as under:
	Particulars
	Amount (Rs.)

	Material
	10

	Labour
	3

	Overhead
	5


The selling price is Rs 20 per toy.  If it is decided to work the factory at 50% capacity, the selling price falls by 3%.  At 90% capacity the selling price falls by 5% accompanied by a similar fall in the price of material.  

You are required to prepare a statement showing profit at 50% and 90% capacity.

9.  
A retail dealer in garments is currently selling 24000 shirts annually.  He supplies the following details for the financial year ending 2019:
Selling price per shirt – Rs 40; Variable cost per shirt – Rs 25; Fixed cost (for the year): staff salaries, general office cost and advertisement cost were Rs 120,000; 80,000 and 40,000 respectively.

As a management accountant of the firm you are required to compute the following each part independently:

(i) Break-even point and margin of safety.
(ii) Assume that 20,000 shirts were sold in a year, find out the net profit.

(iii) If it is decided to introduce selling commission of Rs 3 per shirt, how many shirts would require to be sold in a year to earn a net income of Rs 15000.

(iv) Assuming that for the coming year an additional staff salary of Rs 33000 is anticipated and price of a shirt is likely to be increased by 15%, what will be new break-even?

10.  
Following information of standard cost of one of the products has been extracted from the books of a firm regarding its standards:
	Materials
	Quantity (Kg.)
	Standard price per kg. (Rs.)
	Total (Rs.)

	A
	40
	75
	3000

	B
	10
	50
	  500

	C
	50
	20
	1000

	Total:
	4500


The standard input mix is 100 kg and the standard output of the finished product is 90 kg.  The actual results for period were:

Material used: A – 240,000 kg @ 80/kg; B – 40,000 kg @52/kg; 220,000 kg @21/kg

Actual output of the finished products – 420,000 kg.

Calculate material variances and indicated which are favourable and adverse.

11.  
What are the objectives of financial statement analysis?  Briefly explain the techniques used for financial statement analysis.
12.   
Write short notes on:
(i) 
Zero based budgeting

(ii) 
Joint products and Byproducts

(iii) 
Relevant cost
SECTION-C (15 Marks)

Case Study (Compulsory)

13.  
Auto Parts Ltd. has an annual production of 90,000 units for a motor component.  The component’s cost structure is as below:
	Particulars
	Amount (Rs. Per unit)

	Materials
	270

	Labour (25% fixed)
	180

	Expenses: Variable

                    Fixed
	  90

135

	Total :
	675


The purchase manager has an offer from a supplier who is willing to supply the component at Rs.540.  
(i)   
Should the component be purchased and thus production stopped?

Further, assume that the resources now used for this component’s manufacture are used to produce another new product for which the selling price is Rs 485.  In this case the material price will be Rs 200 per unit.  90000 units of this product can be produced on the same cost basis as above for labour and expenses.  
(ii) 
Discuss whether it would be advisable to divert the resources to manufacture the new products, on the assumption that the component presently being produced would, instead of being produced, will be purchased from the market. 
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