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T.Y.B.COM Q. P. Code : 36800

:- Accounts Group :-
(Introduction to Management Accounting

& Introduction to Auditing) ( Revised Course — New Pattern )
(Paper - v) (Revised) (DEC - 2018) (3 Hours) ( Total Marks :100)
Please check whether you have the right question paper.
N.B.: 1)  Working notes should form part of your answer.

2)  Proper presentation and neatness is essential.
3)  Use of simple calculator is allowed.

1. a) Fillinthe blanks from given option. (Any Ten) : (10)
1)  The managerial accounting system produces information for users.
a) Internal b) External
2)  Balance Sheet provides a statement of position at a point of time.
a) Performance b) financial
3)  Sales of long term investment at a loss the cash balance.
a) Increase b) Decrease
4)  Assets which can be converted into cash within one year are assets.
a) Fixed b) Current
5)  Income earned from activities other than normal business is
a) Operating b) - Non-operating Income
6) Common-size statement cannot make a analysis.
a) Combined b) Horizontal
7)  Rent received from sub-letting of premises of the concern is
income.
a) Operating b) Non-operating
8) Working capital means the total current assets without deducting
current liabilities.
a) Gross b) Net

9)  Z Ltd. has a stock of £50,000. Total liquid assets are £1,00,000 and quick
ratio is 2: 1. Current ratio is

a) 2:1 b) 3:1
10)  In a common size income statement, is taken as 100.
a) Net Sales b) Net Purchases
11)  Higher advance collected from the customer would mean the company will
need working capital.
a) Less b) More
12)  Loangivenisa activity.
a) Financing b) Investing
b) State whether the following statements are true or false (Any Ten) : (10)

1)  Error of principle affects the trial balance.

2)  Auditor's duty to detect and prevent frauds.

3)  Audit in depth is part of test checking.

4) Internal check is continuous review of operations of the organizations.
5)  Thereis no risk involved in audit sampling.

6)  Vouching means examination of documentary evidence.

7) — Wages should be allocated between capital and revenue.
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8)  Auditor has to see that patents rights are alive.

9)  Verification avoids manipulation of accounts.
10)  An auditor can take the help of experts during the course of audit.
11)  Audit report is a part of financial statement.
12)  Compensating error will affect the trial balance.

2. The following information is presented by Techno cart Ltd. (15)
Estimate level of activity - 1,04,000 units for the year 52 weeks
1)  Cost of Raw Materials per unit - =10
2)  Cost of labour per unit - 40% of Raw Materials
3)  Cost of overheads per unit - 50% of Labour cost
4)  Profit per unit is 200% of Overheads
5)  Stock of Raw Materials - 4 Weeks
6)  Processing period - 4 Weeks
7)  Stock of Finished Goods - 4 Weeks
8)  Credit to the Debtors - 6 weeks
9)  Credit by the Creditors 4 Weeks
10)  Time lag in payment of Wages - 4 Weeks
11)  Time lag in payment of Overheads - 2 Weeks
12)  Cash and Bank Balance Required - 80,000
13)  Debtors are calculated on sales basis
14)  Purchase against Cash - 20%
15)  All the activities are spread evenly throughout the year
16)  During processing, Labour and Overhead accrue evenly
Prepare an estimate of Working Capital for the year ended 31 March 2017.

OR
2. The following is the Summarised Balance Sheet of M/s. Sagar & sons Ltd. as on 315 (15)
March, 2017 :
Liabilities N Assets N

Equity Share Capital 8,00,000 | Goodwill 2,50,000
(= 10 each)
12%  Preference  Share 4,00,000 | Furniture and Fittings 6,00,000
Capital (= 100 each)
General Reserves 2,00,000 | Plant & Machinery 8,00,000
Profit & Loss Alc 2,00,000 | Stock 2,00,000
10% Mortgage Loan 4,00,000 | Debtors 4,00,000
Creditors 2,00,000 | Cash & Bank Balances 1,20,000
Advance from Customers 1,00,000 | Prepaid Expenses 80,000
Provision for Taxation 1,20,000 | Preliminary Expenses 50,000
Proposed Dividend 80,000

Total | 25,00,000 Total | 25,00,000

Additional information for the year :
1)  Total sales — £20,00,000.
2)  Net Profit Rate — 15%
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3)  Out of total sales 20% are cash sales.
4)  Purchases — £10,00,000.
5) No. of days in a year 360 day’s.
Calculate the following Ratios :
1.  Proprietary Ratio,
2.  Capital Gearing Ratio,
3. Acid Test Ratio,
4.  Operating Ratio,
5. Creditors Turnover Ratio.
Note : Preparing Balance Sheet in vertical form is not required.
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3. The Summary Balance Sheets of VVora Ltd. as on 31* March, 2016 and 2017 : (15)
Balance Sheets
Liabilities 31.03.17 | 31.03.16 Assets 31.03.17 | 31.03.16
T g 3 3
Share Capital 2,66,000 | 2,28,000 | Cash 4,000 -
Reserves 46,000 94,000 | Debtors 90,000 | 1,20,000
Debentures 1,20,000 | 1,00,000 | Stock 90,000 | 1,10,000
Creditors 50,000 | 64,000 | Prepaid Expenses 8,000 6,000
Outstanding 12,000 | 12,000 | Investments 54,000 40,000
Expenses
Bank Overdraft NIL | 24,000 | Staff Loan 8,000 6,000
Fixed Assets 2,40,000 | 2,40,000
Total | 4,94,000 | 5,22,000 Total | 4,94,000 | 5,22,000
Other Particulars :
1)  Balance of Depreciation Account as at 01.04.2016 and 01.04.2017 was 30,000
and 40,000 respectively.
2) A Machinery of £10,000 on which depreciation of 2,000 was charged was sold
for £9,000.
3)  Staff Loans (short period) of 2,000 were written off during the year.
Prepare a Cash Flow Statement Indicating therein separately the cash from operations.
OR
Live India Ltd. submits following summary statements for the year ended 31 March, (15)
2017 :
Profit and Loss Account for the year ended 315t March, 2017
Particulars N Particulars N
To Opening Stock 20,000 | By Sales 5,00,000
To Purchases 4,00,000 | By Closing Stock 20,000
To Office Expense 8,000 | By Income from assets 64,000
To Selling Expenses 16,000
To Depreciation on Assets Let-out 40,000
To Provision for Tax 32,000
To Net Profit 68,000
Total | 5,84,000 Total 5,84,000
TURN OVER



Financial Accounting & Auditing : Paper V- Related Applied Component - I ntroduction to M anagement Accounting

4 Q. P. Code : 36800
Balance Sheet as on 315t March, 2017
Liabilities Amount Assets Amount

Share Capital 80,000 | Cash 4,000
Reserves & 1,39,200 | Debtors 80,000
Surplus
Creditors 64,000 | Stock 20,000
Bank Overdraft 20,000 | Let-out Assets (Cost) | 3,20,000
Provision for 32,000 Less : Depreciation 1,20,000 | 2,00,000
Tax
Less : Tax paid 31,200 800

Total 3,04,000 Total 3,04,000

Prepare vertical common size statements.

4. Define the term auditing. Explain the principles of an auditing? (15)
OR
4. What do you mean by internal control? What are the duties of an auditor with regards to
internal control?

5.  What do you mean by verification of assets? How would you verify the following assets? (15)
1)  Debtors
2)  Investments
OR
5.  What is mean by vouching? How would you vouch credit sales and rent paid?

6. a) Distinguish between internal check and internal control. (10)
b) Explain in brief factors affecting working capital. (10)

OR
6. a) Short Notes (Any Two) : (10)

1. Trend Analysis.
2. Funds from financial activities.
3. Test checking.

b) Short Notes (Any Two) : (10)
1. Auditor’s duties regarding fraud.
2. Window dressing.
3. Liquid ratio.
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