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Firsr semester M.com. oegree tcBss - RgqJguipl. (lnclL,ding Mercv
Chance)/lmp.) Examina{ion:Oclober 2020

(20'14 Admission Onwards)
cOM1C05 : ACCOUNTING FOB BUSINESS OECISIONS

SECT ON 'A
Answer any lour qu€stions n lh s Secl on Each qlesl on canies 1 madi ior Parl (a)

3 marks jor Pad (b) and 5 marks ior Pad (c).

1 A) Whar is paricpalive budgelng ?

B) What is resoons bilrly budget ng and whal ae lhe diflerent responsibilily cenle6 ?

C) the iollowino inlormaiion is abslracled lrom lhe books of ABC Ltd For lhe
6 monlhs ot 2005 in respecl ol producl x

The 1o owinq uniis are lo be sold n dtlerent monlhs oilhe year 2005

tr4ay

Juv

2200
2200
3400
3800
5000
4600
.1000

Therc willbe work ln progress al lhe end ol lhe rnonlh. Fnished Lnits are
equallo ha f the sales ol lhe nexl month s slock ai lhe end ol every rnonlh

linc ud no December 2oo4). Budgeted prcduclon and produclon cosl ior
rh6 rd,l!o.r a.d ^q 10 -J1" -00c ar€ ri- lo'los n9.

Direcl maleral per Lnit

Faclory overhead apporiioned lo produclon Fls 1,60,000

You are requiredio prepare prodlction bldgetand prcduclon cost budget

40,000



K21p0513 .'. lllll ffllllllllllfillll lllllll

2 A) Whal are prelerence sharcs ?

B) Whal are lhe needs and mponance ol captalbudgeting ?

c) From lhelo owino nlormalon ascerlain wh ch project s more iskyonihe
bas s of standard devlalion.

Project A Proiect B

Cash flow Probability Cash flow Probabilitv

2oo0 2 2AO0 .1

4OO0 3 4000 4

6QOO 3 6000 4

8000 2 8000 .1

3. A) Whal ls decison tree analyss 2

B) Explan in dela the relationship belween rsk and reiurn.

C) The Globe r,4anulacturlng company Lld s considering an inveslment i.
one oi ll-re lwo mlualry exc usve proposals Project x and Prolect Y,

which requ re cash oulay ol Bs 3,40.000 and 3,30 000 respeclvely
The cenainiy eqLivalent approach is Lsed in incorporaling risk in capital

budgeling decisons The currenl yield on Governmenl bonds is 8'/. and

lhis be us€d as the rsk ess rate. The expecled net cash ilows and lhei.
ceda n1y equivalents are as follows :

Year-end Projeci x Proiect Y

cash inflow CE cash inflow cE
1 1,8o,OOO O.a 1,80 000 0.9

2 2,00 000 a.7 1,80 000 0 8

3 2,00 000 0 5 2,00 000 ar
Presentvaue taclors ol FIe. 1 disco!nted at 8% al lhe end olthe year

1 2 and 3 are 926. 857 and.794 respectively

) Which prciect shou d be accepled ?

l) i risk adjlsted discount rale method is used, which Projecl shoud be

analysed wth a higher rate ?

4, A) What is cosl oi capila ?

B) Explan in biel the dilierenl class rications oi cos1.
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C) A tirm h as lhe lo low ng capita slruct! re and ihe alle rrax cosi lor difle renl
sourc€s ol lunds used l

Source oflunds Amount Proportion % Afier tax cost'/.
Debl 15,00,000 25 5
Preierence share 12,00,000 20 10
Equily shares 18,00,000 30 i2
Fela ned earnnqs 15,QQ,000 25 11

Toral 60,00,000 100
You are requir€d 10 compule weighted average cosl oicapila.

5. A) Whal s socialaccounting ?

B) What s managemenr accounring ? Elucidate ihe needs and imporlance ol
management accounl ng

C) Whal are lhe oblecl ves and scope ol managemenl accounting ?

6. A) Whal s capita ralioning ?

B) What are the uses of soc al and environme.t accouniing in business decis on ?

C) Crticaly exam ne lhe newirends in accou.ling. (4:9=36)

SECTION B

Answer any two questions in lhis Secl on. Each question carries 12 marks

7. A) Whal s ZBBandwhalare ils advanlages ? Also expainlhe sleps involved
in ZBB and how ii dlifersirom iradiiionalbldgeling

OF

B) Fo owng are rhe dala on a capital project being evaualed by the
management ol ABC Lid
Annual cost savlng Bs 50 000
u.e.- lire r y"t s
FB 144"
Pr 1.06522
NPV ?

cosl oi capiial ?

Cosl of prolecr
Payback peiod

' Salvaqe value 0
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F nd lhe ur ssing va ues cons der ng lhe 10 owinq labe ol discounl faclor on y
Discounl faclor 14% 13% 12"/" 11%
r" year A.A77 0.885 0.893 0.901
2 yeer 0769 0.783 0.797 0811
3liyear 0 675 0.693 0.712 Q732
4* year 0 592 0.613 0.636 0 659

2.913 2.974 3.038 3.103
8 A) The io owing is lhe capilai slruclure ol Saras Lld. as on 31-12-2007 :

Equty shares-20,000 slrares oi Rs. 100 each 20.00 000
I0./" preler€nce shares oi FIs 100each 8,00.000
12% debenrures 12,00 000

40,00,000
The markel prce ol lhe companys share s Bs. 110 and lt is €xpected
thal a div dend oi Fs 10 per share would be d€clared alier 1 year The
divdend groMh raie s 6%.
l) lf lhe cornpa.y is in the 50'/. lax bracket compule the we ghled average

cost oi capiral
ll) Assunr ng that ln order lo rinance an expanson pan, lhe company

nl€ nds to bo ffow a iund ol Fs. 20 acs bearing 1 4% nleresl rale, what
wil be the cornpany's revised weighted average cosl ol captal ? Th s
iinancing decision s expecled lo increase dvidend lram Fs. 10 lo
Rs 12 per share. However llre markel price ol equ ly share s expecled
to decL ne jrom Fs 1 1 0 10 I 05 per share.

OR

B) A cornpany s considerng an nvestment proposalto purchase a machine
costing Bs. 2,50,000. The machine has a fe expeclancy ol 5 years and no
salvage va ue The cornpanys lax rate is 40%. The lnrn uses slraghl lin€
method 1or providlng deprecial on. The esl mal€d cash flows beiore 1ax
alter deprecialon (CFBT)Jrom llre machine are as lollows
Year oFBT (Bs.)
i 60.000
2 70.000
3 90.000
4 1 00,Q00
5 1 50,000

l) Payback period

ll) NPV and Plat 10% d scount rale. You rnay lse the lollow ng labre
\eat12345

. Pvlacloralloo/.0909 0826 0751 0.643 0621
l.2,12=24)


