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EXAMINATION FEBRUARY-MARCH 2024
MASTER OF COMMERCE (FOURTH SEMESTER)
FINANCIAL & MANAGEMENT ACCOUNT - X - LEVEL 4

[Time: As Per Schedule] [Max. Marks: 50]

Instructions: Seat No:
1. Fill up strictly the following details on your answer book

a. Name of the Examination : MASTER OF COMMERCE
(FOURTH SEMESTER)

b. Name of the Subject : FINANCIAL MANAGEMENT
ACCOUNT - X - LEVEL 4
c. Subject Code No : 2008060104040001
2. Sketch neat and labelled diagram wherever necessary.
3. Figures to the right indicate full marks of the question.
4. All questions are compulsory.
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Jehan Ltd. has the capacity to produce 16,000 units per month but current
plants call for monthly production and sales of only 10,000 units Rs. 15 each.
Costs per unit are as follows:

Rs.
Direct materials 5.00
Direct labour 3.00
Variable factory overhead 0.75
Fixed factory overhead 1.50
Variable selling expenses 0.25
Fixed administrative expense 1.00

11.50

Should the Company accept a special order for 4,000 units at Rs. 10 per unit?
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Jalaram Enterprize Ltd. has assets of Rs. 4,00,000 which have been financed
with Rs. 1,20,000 of debt, Rs. 2,00,000 of Equity and a general reserve of
Rs.80,000. The company's total profits after interest and taxes for the year
Ended 31st March 2023 were Rs.75040.

It pays 12% interest on borrowed funds and is in the 40% tax bracket. It has
11,200 Equity shares of Rs 10 each selling at a market price of Rs. 25 per
Share.

What is the weighted average cost of capital? Assume the cost of retained
Earnings is equivalent to the cost of Equity.
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The following particulars are taken from the records of a company engaged
in manufacturing two products, H and P, from a certain material:

Particulars Product H Product P
(per unit) | (per unit) Rs.

Rs.
Sales 5,000 10,000
Material cost (Rs. 100 per kg.) 1,000 2,500
Direct labour (Rs. 60 per hours) 1,500 3,000
Variable overhead 500 1,000

Total fixed overheads : Rs. 20,00,000

Comment on the profitability of each product when:

(i) Total sales in value is limited

(i) Raw materials is in short supply

(iii) Total availability of raw material is 40,000 kg. and maximum sales
potentials of each product is 2,000 units, find the product mix to yield
maximum profits.
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Q.3

The Director of H Ltd. manufactures three products. P, Q and R have asked for
advice on the product mix of the company. The following information is given:

Products P (Rs.) Q (Rs.) R (Rs.)
Standard cost per unit:

Direct material 40 120 80
Variable overhead 12 8 20
Direct labour:

Rate Hrs Hrs Hrs
Department-1 Rs.1 56 32 60
Department-2 Rs.2 10 12 20
Department-3 Rs. 1 32 16 60
Current production

units 10,000 5,000 6,000
Selling price per unit Rs.200 Rs.272 Rs.360
Forecast of sales for next year 12,000 7,000 9,000
(unit)

Fixed overheads p.a. Rs. 8,00,000

Further the type of labour required Department-2 is in short supply and it is
not possible to increase the manpower of this department beyond its present
level.

You are required to prepare a statement showing the most profitable mix of
the products to be made and sold, The statement which should be presented in
two parts should show:

(1) The profit expected on current budget production and
(i) The profit which should be expected if the most profitable mix is
Produced.
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Shri Ram manufactures lighter. He sells his products at Rs. 20 each and makes
Profit of Rs. 5 on each.

He worked 50% of his machinery capacity at 1, 00,000 lighters. The cost
of each lighter is as under:

Rs.
Direct Material 6
Direct Labour 2
Works Overhead 5 (50% fixed)
Sales Expenses 2 (25% variable)
His anticipation for the next year is that the cost will go up as
under:
Fixed Charges 10%
Direct Labour 20%
Material 5%

There will not be any change in selling price.
There is an additional order for 40,000 lighters in the next year.

What is the lowest rate he can quote so that he can earn the same profit as
the current year?
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Diya Ltd. has the following book value capital structure as under:
Rs.
Equity shares capital (Each Rs. 10) 80,00,000
11.5% preference shares (Each Rs. 20,00,000
100)
10% Debentures 60,00,000
1,60,00,000

The Equity shares of the company is sold for Rs. 20. It is expected that
the company will pay a dividend of Rs. 2 per share next year, this dividend is
expected to grow at 5%. Assume 35% corporate tax rate.

(i) Compute the company's weighted average cost of capital on the
existing capital structure.

(i)  Compute the new weighted average cost if the company issue

Additional 12% debentures of Rs. 40, 00,000. This would result in
increasing the expected equity dividend to Rs. 2.40 and leave growth
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rate unchanged but the price of equity share will fall to Rs. 16 per
share.

Q4  Zselld quil (A1H d o))

Write short notes (any Two)

(1) “wieilald 3 Wleq ol (ARl
"Make or Buy" decision

(2) 451 USdReil [afay uyi4).
Different concepts of cost of capital.

(3) Ul UScR U w1HLRd (BHd [Aulel e (d
Pricing based on variable cost method

(4) R %BluH el wcddRUd BluH
Systematic risk and unsystematic risk
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