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B.Com. (General) 

Advanced Management Accounting 

Model Question Paper 

Time: 3 hours                      Max. Marks: 80 

SECTION –A  

Answer ALL questions.                 4 x 15=60 

 

1. a)  How Management Accounting helps the Management in taking the managerial   
     decisions? 




(or) 

b) What is meant by Management Information System?  What are its characteristics? 
 
 

2. a)  From the following details, make out the Balance sheet with as details as possible: 
i.  stock velocity  = 6  

ii. capital turnover ratio = 2  
iii. fixed assets turnover =  4 
iv. gross profit turnover ratio = 20% 
v. debtors velocity  = 2 months 

vi. creditors velocity  = 73 days 
 

            The gross profit was Rs. 60,000/-.  Reserve and Surplus amounts to Rs. 20,000/-   

           classing stock was Rs. 5,000/- in excess of opening stock. 
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(or) 

b) The following data is available in respect of two mutually exclusive projects to be 
considered by the management for investments. 

Cash flow before depreciation. 
Years Project A Project B 
 
 
1. 
2. 
3. 
4. 
5. 
Capital 
Investment  
 

   30,000 
   32,000 
   60,000 
   90,000  
1,25,000 

 
1,67,000 

   40,000 
   75,000 
   80,000 
   70,000 
   25,000 

 
1,95,000 

 You are required to calculate 

a) Payback period 
b) Post pay back profitability and  
c) Profitability index. 
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3. a)  From the following Balance Sheet as on 31.12.2005 and 2006.  You are required to 

prepare a schedule of changes in working capital and funds flow statement. 
 
 

Liabilities Rs. 2005 Rs. 2006 Assets Rs. 2005 Rs. 2006 
Share Capital 
General 
Reserves 
P & L Account 
Creditors 
Provision for 
Taxes 
Loan on 
mortgages 
 

4,50,000 
3,00,000 
   56,000 
1,68,000 
 
   75,000 
 
-- 
------------ 
10,49,000 
-------------- 

4,50,000 
3,10,000 
   68,000 
1,34,000 
 
   10,000 
 
2,70,000 
------------ 
12,42,000 
------------ 

Fixed Assets 
Investments 
Stock 
Debtors 
 
Bank 

4,00,000 
   50,000 
2,40,000 
2,10,000 
 
1,49,000 
 
 
------------ 
10,49,000 
------------- 

3,20,000 
   60,000 
2,10,000 
4,55,000 
 
1,97,000 
 
 
----------- 
12,42,000 
------------ 

Additional information: 
1. In 2006 Rs. 8000 worth of investment sold for Rs. 8,500 
2. During 2006, provision for taxes made Rs.9,000 
3. During the year Rs. 10,000 worth of fixed assets sold for Rs. 12,000.  Profit of Rs. 2000 

included in Profit and Loss Account. 
4. During the year dividend paid Rs. 40,000. 
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(Or) 

b) The following are summarized Profit and Loss Account for the year ending and the 
Balance Sheet as on 31.12.2009. 

 
Trading and Profit & Loss Account 

 
To Opening Stock 
To Purchases 
To Gross Profit c/d 
 
 
 
 
To Administrative 
     Expenses 
     Interest 
     Selling Expenses 
     Net Profit 

    Rs. 
    10,000 
    55,000 
    50,000 
------------ 
1,15,000 

------------- 
 
 

15,000 
  3,000 
12,000 
20,000 

----------- 
50,000 

 
By Sales 
By Closing Stock 
 
 
 
 
 
By Gross Profit c/d 

      Rs. 
1,00,000 
   15,000 

 
--------------- 

1,15,000 
--------------- 

 
   50,000 

 
 
 
 

------------ 
   50,000 

Balance Sheet 
 
Capital 
Profit & Loss A/c 
Creditors 
Bill Payable 
 

Rs. 
1,00,000 
   20,000 
   25,000 
   15,000 
-------------- 
1,60,000 

 
Land & Building 
Plant & Machinery 
Stock 
Sundry Debtors 

Rs. 
   50,000 
   30,000 
   15,000 
   15,000 
---------------- 
1,60,000 

 
Additional information: 

a) Average debtors Rs. 12,500 
b) Average Credit Purchases Rs. 80,000 

You are required to calculate. 

1. Stock Turnover Ratio 
2. Debtors Turnover Ratio 
3. Sales to Capital employed 
4. Current Ratio 
5. Acid Test Ratio 
6. Gross Profit Ratio 
7. Net Profit Ratio. 
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4. a)  A choice is to be between two competing proposals which require an equal investment of 
Rs. 50,000/- and are expected to generate net cash flows as under. 
 
 
End of First Year 
End of Second Year 
End of Third Year 
End of Fourth Year 
End of Fifth Year 
End of Sixth Year 

Project I  
      Rs. 
 
25,000 
15,000 
10,000 
Nil 
12,000 
  6,000 

Project II 
      Rs. 
 
10,000 
12,000 
18,000 
25,000 
  8,000 
  4,000 

The cost of capital of the company is 10%.  The following are the present value factors @ 10% 
per annum. 
 
 Year  Present Value 

@ 10% p.a. 
1 0.909 
2 0.826 
3 0.751 
4 0.683 
5 0.621 
6 0.564 

Which project proposal should be chosen and Why?  Evaluate the project proposal under. 

a) Pay back period 
b) Net present value method 
c) Which project is profitable according to the present value index. 
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(or) 

b) From the following Balance Sheets of Exc Ltd., make out cash flow statement as per AS-
3 

Liabilities Rs. 
31.03.05 

Rs. 
31.03.06 

Assets Rs. 
31.03.05 

Rs. 
31.03.06 

Equity Capital 
General reserve  
P & L Account 
Debentures  
Accounts Payable 
Provision for tax 
Proposed dividend 

30,000 
4,000 
3,000 

15,000 
7,500 
4,000 
4,200 

------------ 
67,700 

40,000 
7,000 
4,800 

10,000 
9,900 
5,000 
5,000 

----------- 
81,700 

Good will 
Land and Buildings 
Plant 
Accounts Receivables 
Stock 
Cash at bank 
 

11,500 
20,000 
8,000 

18,000 
7,700 
2,500 

 
------------ 

67,700 

9,000 
17,000 
20,000 
23,000 
10,900 
1,800 

 
----------- 

81,700 
Additional information: 

a) Depreciation provided on plant Rs. 1,000/- & buildings 2,000/-  
b) An interim dividend at Rs. 2,000/- paid during the year. 
c) Income tax paid during the year Rs. 3,500/-. 

 Exc   AS-3 
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SECTION – B 

Answer any FOUR questions:       4 x 5 = 20 

5. Explain functions of Management Accounting 
 

6. Write the difference between Management accounting and financial accounting. 


7. Explain the limitations for Ratio analysis. 
 

8. Distinguish between Cash Flow Statement and funds flow statement. 
 

9. Explain importance of capital budgeting. 
 

10. The following particulars are submitted to you find out the value of inventories. 
Current Ratio - 4:1 
Quick Ratio - 3:2:1 
Working Capital  - Rs. 75,000/-  




11. The following is the summarized Balance Sheet of Rim-Jim Company Ltd.  You are required 

to prepare a statement showing changes in working capital. 
Liabilities 2008 2009 Assets 2008 2009 
Equity Share 
Capital fully paid up 
12% preference share 

capital 
P & L Account 
Current Liabilities: 
  Provision for Dividends 
  Provision for Taxation 
  Creditors 
  Bills Payable 
  Out standing Salary 

 
50,000 

 
20,000 
20,000 

 
5,000 
8,000 

10,000 
5,000 
2,000 

---------- 
1,20,000 

 
50,000 

 
25,000 
35,000 

 
8,000 
8,000 
9,000 
2,000 
3,000 

------------- 
1,40,000 

Land 
Machinery 
Current Assets: 
   Stock 
   Debtors 
   Bills receivable 
   Prepaid        

Insurance 
   Bank 
   Advances 

20,000 
40,000 

 
25,000 
13,500 
10,250 
7,000 
2,250 
2,000 

 
 

--------- 
1,20,000 

20,000 
45,000 

 
35,000 
13,500 
15,250 
6,000 
4,250 
1,000 

 
 

----------- 
1,40,000 
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12. X Ltd., wants to purchase of a machine.  Two machines E and F are available at Rs. 60,000 
each.  Estimated life of each machine is 5 years.  Profits are after depreciation but before 
taxation is estimated below: 

Year Machine E Machine F 
1. 
2. 
3. 
4. 
5. 

15,000 
20,000 
25,000 
15,000 
10,000 

---------- 
85,000 

5,000 
15,000 
20,000 
30,000 
20,000 

---------- 
90,000 

           Based on above information, calculate average return on average investment and find out  
      which machine is more profitable? Tax per annum is at 50% 

XE F










  

  E  F 

1. 
2. 
3. 
4. 
5. 

15,000 
20,000 
25,000 
15,000 
10,000 

---------- 
85,000 

5,000 
15,000 
20,000 
30,000 
20,000 

---------- 
90,000 


