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Section A – (10*2=20 Marks) 
Answer Any TEN Questions

1. State the advantages of management accounting?
Increase in efficiency, Effecting planning, performance evaluation, profit maximization, reliability, and elimination of waste.
2. List out the functions of management accounting.
Presentation of data, Aids in planning and forecasting, Help in organizing, Decision making, Effective control and Communication of management policies.
3. Write a note on “Ratio Analysis”.
Ratio analysis is a financial tool that evaluates a company's performance and financial health by calculating and comparing ratios from its financial statements.
4. Ans: Current Assets: Rs.1,00,000; Current Liabilities: Rs.40,000
5. Infer about a “Budget”.
A budget is a financial plan outlining expected income and estimated spending for a specific period (like a month or year) to guide financial decisions, control spending, and achieve goals.
6. Explain the objectives of budgetary control.
The main objectives of budgetary control are planning, coordination, control, communication, motivation, and performance appraisal
7. Differentiate between Marginal cost and Total cost.
Total Cost (TC) is the overall expenditure for all units produced (Fixed + Variable), while Marginal Cost (MC) is the extra cost for producing just one more unit, focusing on incremental changes for short-term decisions
8. Ans. Rs.43,000
9. Outline the accept and reject criteria in NPV.
Accept a project if its Net Present Value (NPV) is positive (NPV > 0), as it indicates profitability and value creation; Reject a project if its NPV is negative (NPV < 0), as it suggests a net loss, and for mutually exclusive projects, choose the one with the highest positive NPV.
10.  Ans: 20 years.
11. Write a note on “comparative statement”?
Comparative statement is a financial report that presents a company's financial data for two or more accounting period’s side-by-side. This side-by-side presentation, also known as horizontal analysis, allows users to track changes, identify trends, and assess the company's performance and financial position over time in both absolute monetary values and percentages
12. Give the formula for computing IRR of a project. 
The manual calculation of the IRR metric involves the following steps: Step 1 ➝ Divide the Future Value (FV) by the Present Value (PV) Step 2 ➝ Raise to the Inverse Power of the Number of Periods (i.e. 1 ÷ n) Step 3 ➝ From the Resulting Figure, Subtract by One to Compute the IRR.
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Section B – (5*5=25 Marks) 
Answer Any FIVE Questions
13. Ans: Sales: +44%; Cost of sales: +100%; GP: -25%; Net profit: -70%
14. “Inventory Turnover and Debtors Turnover reveal the efficiency of the management” Explain.
Inventory Turnover reflects how fast a company sells an item and is used to measure sales and inventory efficiency. A higher inventory turnover ratio indicates that a company is efficiently managing its inventory and working capital, which can lead to lower holding costs and (usually) higher profits. 
Debtors Turnover Ratio is a key efficiency metric that reveals the management's effectiveness in collecting outstanding credit sales and converting them into cash. A higher ratio indicates efficient management of accounts receivable, while a lower ratio suggests potential problems in credit control and collection processes
15. Discuss the steps in the installation of a budgetary control system.
Installing a budgetary control system involves defining objectives, establishing the organizational structure (Budget Committee, Centers, Officer), preparing detailed budgets (sales first), implementing them by allocating resources, and then continuously monitoring performance, comparing actuals to budgets, analyzing variances, and taking swift corrective action to ensure goals are met.
16. Ans: Variable cost: Rs.4,40,000; Fixed cost; Rs.1,08,000
17.  Ans: NPV: 8,860
18.  Ans: Current Assets: 2022: 38.46%; 2023: 48.68%, Fixed Assets: 2022: 61.54%; 
2023: 51.32%
19.  Briefly explain the methods of capital budgeting.
Capital budgeting methods evaluate long-term investments using traditional (Payback Period, Average Rate of Return) and Discounted Cash Flow (DCF) techniques (Net Present Value - NPV, Internal Rate of Return - IRR, Profitability Index) to analyze cash flows, time value of money, and profitability, helping firms select projects that maximize shareholder wealth.
      Section C – (3*10=30 Marks)
Answer Any THREE Questions
20.  Ans:  
	
	2015
	2016
	2017
	2018

	
	%
	%
	%
	%

	Cash
	100
	120
	80
	140

	Debtors
	100
	125
	162.5
	200

	Stock
	100
	133
	117
	167

	Current Assets
	100
	128
	126
	173

	Fixed Assets
	100
	114
	132
	159

	Total Assets
	100
	117
	131
	162



21. Ans:  
1. Gross profit ratio: 40%
1. Debt equity ratio: 0.37
1. Liquidity ratio: 0.85
1. Operating net profit ratio: 18.82%
22. Ans
	
	50%       
Rs.
	60%       
Rs.
	80%      
Rs.

	Profit
	2,00,000
	2,12,000
	2,12,000

	Sales
	20,00,000
	23,52,000
	30,40,000

	Material
	10,00,000
	12,24,000
	16,80,000

	Total cost
	18,00,000
	21,40,000
	28,28,000



23. Ans:     a. X: 20%; Y: 25%; Z: 40%
b. 25.50%
c. Rs. 15,68,627
24. Ans: 
a. ARR: 	Project X: 15.70%
Project Y: 30.52%
b.  Net present value:  	Project X : 1,422
			Project Y: 12,570
c. Profitability index:
Project X: 1.056
Project Y: 1.419
d. Payback period:
Project X: 4.36 years
Project Y: 3.178 years
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