
Bc/Cma-3 : 7tH) 

2013 

COMMERCE 

( Honours) 

Paper : BC-3 : 7 (ii) 

I Cost and Management Accounting, 

Full Marks: 100 


Pa.ss Marks: 35 


Time: 3 hours 

The figures in. the margin indicate full marks 
for the questions 

Answer any five questions 

1. 	 (a) Distinguish between Cost Accounting 
and Management Accounting. 

(b) 	 Prepare a reconciliation statement from 
the [ollowing particulars : to 
Particulars 	 Amotmt 

r 
Proflt as per Cost Accounts 	 2 ,91,000 

Works overhead under-recovered 19,000 


Adrrunistration overheads under-recovered 45,500 


Selling overheads over-recovered 	 39,000 
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Particulars 	 Amount 
(' 

Overvaluation of opening stock in Cost Accounts 30,000 

Overvaluation or closing stock in Cost Accounts 15,000 

Interest earned dunng the year 7,500 

Rent received during the year 5-1,000 

Bnd debts wrillen nff dunng the year 18,000 

Preliminary e-xpenses written orr dttring the year 36,000 

Profits as per financial accounts 2,88,00 

2. 	 (aj Whal are different methods of materials 
issues? Explain the advantages and 
limitations of UFO method. 10 

(b) 	 The following is the summary of the 
Receipts and Issues of material in a 
factory du ring December 20 10 : 

2010 	 ParticulaTs 
December Opening balnnce-500 units @ (' 25 p"r 

unit 

3 Issue-70 units 

4 Issue-laO units 

8 Issue----80 units" 
13 	 Received from supplier- 200 units 

@ 'f 24 50 per urut 

• 	 14 Returned by Depl . X- IS units @ (' 25 
per unit of stock belonging 
1st December 

16 Issue-IBO units 

20 Received from supplier- 240 units 
(0' (' 24 75 per unit 

• 

113- 1000/337 	 ( Continued) 
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8. 	 Define the concept of zero-based budgeting. 
State the advantages of zero-based budget 
over traditional or incremental budget. 

9. 	 Write short notes on any four of the 
following : 5 x 4=20 

(a) 	 Ou t of pocket cost 

(b) 	 Distinction between Bin card and Short 
ledger card 

(e) 	 Escalation clause 

(d) 	 Integrated accounting 

(e) By- and joint-product 


If) Labour turnover 


(9) 	 Responsibility centre 

*** 
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7. 	 Product Jadu is obtained aiter it passes 
through three distinct processes. The 
following Information is obtained (rom tbe 
accounts for the week ending on 31st March, 
2010 : 

Part;culars Towl Processes 
Amount I 11 ill 

~ r i." \" 
Direct material 7 ,542 2 ,600 1,9S0 2,962 
Di rect wages 9,000 2,000 3.000 4,000 
Production overheads 9,000 

1000 units @ ( 3 each were introduced in 
Process-I. There was no stock of matetials 
or work-in-progress at the beginning or at 
the en d of t he period, The output of each 
process passes direct to next process and 
ftnallY to finished store . Production 
overheads are recovered on 100% of direct 
wages . The following additional data are 
obtained 

PartlCU/ars Outp", dunrlg % ofoutpUI Value of scrap I 
the week loss to input per Unit 

lin units) 

950 

(in %J 
5 

(in ~J 

2Process 1 

Process n SqO 10 4 

L Process III 750 15 5 

! 

Prepare Process Cost A/ cs and Abnormal 
Loss/Gain A/C. 20 

LJ3-1000 /337 	 ( Continued) 

2010 Particulars 
December 24 Issue-304 units 

25 Received from .upp~er-320 uruts 
~: r 25·25 per Unit 

, 26 Issue-112 units 

27 Returned by Dept. Y- 12 uruts @ 
~ 24·75 per unit of slock bc\ongmg 
20th December 

28 Received from supplier-IOO lInits 
Ct5 r 25 pcr unit 

lt was revealed that on 15th there was 
shortage of 5 units. 

Prepare Store Ledger A/c according to 
LIFO (Last-in First-out) Method . 10 

3, 	 X Construction Ltd. is engaged in two 
contracts A and B during the year. Following 
tn formation is availnblc at the year end 

Particulars Con.tract A CQntroc! B 
151 Apn l 1sl September 

~~ 

Contract price 6,00 ,000 5,00,000 

Materiala d<"Hvery direct to site J ,20, 000 50,000 

Materials issued from store 40,000 10,000 

Materials returned to store 4 ,000 2,000 

Materials on site on 
31 st December 22;000 8,000 

Direct labour payments 1,40,000 35 .000 

L13- JOOO/ 337 	 fum Over ) 
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PurLieula rS Contrucl A Contract 8 
/5' Apnl I S! S~ptentber 

~ ~ 

Dm::CI expenses 60,000 30.000 

Architect', f.., 2 ,000 1,000 

Establishment charges 25,000 7 .000 

Plant installed at cost 80,000 70.000 

Value of plant on 31st December 65.000 64,000 

Accn led wages 3 1 st December 10,000 7,000 

Accrued exp"~nscs 31st December 6,000 5,000 

Cost of contract not certified 23,000 10.000 

Value of conuact certified 
by architect 4, 20,000 1,35,000 

Cash received 3,78,000 1,25,000 

During t he period, materials amounting to 
i' 9 ,000 have been transferred from 
contract A to ccntract B. You are required to 
show­

(a) 	 Contract AIc; 

(b) 	 Comractee AI c; 

(c) 	 Extract from the Balance Sheet 

as on 3 1st December showing the calculation 
of WIP. 20 

L1 3-1000 / 337 	 ( Continued) 

6. 	 (a) Define the concept 'operating costing'. 
Mention at least ten activities wh erc 
operating cost is applicable . 2+4· 6 

(b) 	 A transport service company is running 
five buses between Kohima and 
Dirnapur which are 50 kilometers apart. 
Seating capacity of each bus is of 
50 passengers. The following particulars 
are ob tained from the books for April , 
2010 

Particulars 	 Amount 
'(' 

Wage of drivers, conductors and cleaners 2,10,000 

Salaries of office staff 1.00,000 

Diesel oil and others 3 ,50 ,000 

Repairs and maintenance 80,000 

Taxation and insurance 1.60,000 

Depreciation 2 ,60 ,000 

Interest and other expenses 2,00,000 

Total 13,90,000 

Actually, passengers carried are 75% of 
seating capacity. All buses ran on all 
day of the month . Each bus made one 
fOW1d trip per day. 

Show all calculations as footnotes. 14 

Ll3--1000 /337 	 ( Tum Over 
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4. 	 A company has three production 
departments A, B and C and two service 

eparlments X and Y. The following data are 
e:<ctracted from the records of the company 
fo r a particular period : 

SI. No. PartICulars 	 Amount 
f' 

J. 	 Rent and taxes 25,000 

2. General lighting 	 3 ,000 

3. Indirect wages 	 7,500 

4. Po",,'er 7,500 

5 Depreciation of machinery 50,000 

6. 	 Sundries 50,000 

AdditiDnal Data : 

Parnculan Thud Depar..ments 

A B C X Y 

DU"ect wag~s 

{In ~ 

MP or 
50,000 15 ,000 10,000 15,000 7.500 2,500 

nUH;hines. 

Cost or 
mUchUle.s 

I SO ('0 30 50 10 -

{ud'l 

Pr(lductiun 
wDrked 

12,50,000 3,00.000 ',00,000 5 ,00,000 25,000 25,000 

(in how) 

Floor 'pace 

- 6226 .028 4Q66 - -

tin ~. Illtrs) 

Li,aht pOtntt 

10000 2000 2500 3000 2000 500 

I~n No.) 60 10 15 20 10 5 

L13-1000/337 
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Service Departments expenses allocation : 

Departments A B 
X(in%1 20 30 

Y(in %1 40 30 

C 

10 
20 

X 

10 

Y 

10 

You ure required to­

(a) 	 prcpal-e primary distribution summary; 

(b) 	 reallocate total of service departments 
by secondary distribution according to 
repeated distribution system 20 

5. 	 (a) What do you mean by vaJiance? What 
are different variance analyses done for 
material and labour in standard 
costing? 2·5+5~12 

(I,) 	 A company produces a single product 
and sells it at I' 12 per unit. The 
marginal cost per unit is I' 6 . The fixed 
cost per annum is I' 600 . 

Calculate the following - 2+3+3 K 8 

(i) PlY 	ratio 

(ii) The 	break-even sales 

(iii) The sales to eam a profit of i" 400 

( Con.tin.ued ) 



( 12 ) 	 BclMa-3 : 7 (i) 

20139 . Write short notes on any four of the 
following : 	 5x 4=20 


COMMERCE
(a) 	 Three Principal Headings of Hotel 

Accounting ( Honours ) 


{b} 	 Modes of Liquidation 
Paper : BC-3 : 7 (il 

(e) 	 Insolvency Account 
( Advanced Financial Accounting I 

(d) 	 Minority Interest 
Full Marks: 100 

(e) 	 Departmental Accounting 
Pass Marks : 35 

Time : 3 hours* * * 
The flfjurt:!S in the margin indicate fuIl marks 

for the questions 

Answer any five questions 

1. 	 (a) Explain the types of Amalgamation 
according to A&- 14 . 

(b) 	 What is purchase consideration? 
Explain the different methods to 
calculate the purchase consideration. 

4~ lO~14 

2 . 	 (a) What IS reconstru~tion . Expla in 
internal reconstruction. 2+4~6 

L13- 1000/336 Bcl AIa- 3 : 7 (il L l 3---1000/336 	 I Tum Ouer) 
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(b) 	 The Balance Sheet of ABC Ltd as on 
31 s t !I1arch, 2012 appears as below : 

Balance Sheet 

Lmbilmcs .r\mflltnt ASSE'L'i Amollnt 
l" 	 ~ 

Sltw"(" Ca.plt:tt Flxed 
150000 Equity I'SSC't~ 2Q,OO,OOO 
Shru es of Less : 
r 10 c;'1ch Do!"pn:c.i£tljon 
fully paid 15,00,000 Rt'scm.:-t: 15,00,000 5.00,000 

5000. \ 1 ~ Prt-(ere.nce Rtl;IC'k andI 

Sh:ne:s of ~ 100 StOT1:':!I. (, .00,000 
r-m:h rl111)' patd 5.f)(),OOO RCCC L\-ablc=s 14,50,000 

St:C1..tr~d t.oan Other CUrn.1'i.l 
11% Debentures S,OO,OUO A~sel~ 2,00,000 
Interest acc:ntt'cl ai'ld Mis!::eUaneous 

due on debenture~ 1,10,000 E:.xpc:ndirure: 
Bank Overdrnft 6,30,000 Pmflt & 
Un,,:C'cured Lo~8 .A./f' 16.40,UOO 
l.oans 5,00,000 

Add . A'l'CTurd 

Inlerest 1 .50,000 b,SO,OOO 
Currenl LiubiliLlc-s 5,00,000 

43,QO ,uuu 43,YO,OOO 

A scheme of reconstruction has been 
agreed with the following features 

(ij 	 Interest due on unsecured loans is 
wUived 

(ii) 	 50% of the inte rest d ue on the 
debentures is waived 

I.13-1000/336 	 ( Continued) 

Charges 
<' 

Meals 23,829 

Rooms 9,375 

FlCC in Br:droom}'. 58:? 

Washing Charges 219 

Reprurs, Renewals and Depreciauons 
~ 

Premises 348 

Funlitw'e and FixlUres. 660 

a1"ss and China oOg 

Linl!n ,90 

Cutlery and Plates 207 

Cash Book d~bit balrulCes 

<" 

Bank 8, 1 ~8 

Cash m Hand 219 

Stock as on 31.03 .2012 
i" 

Cold Drinks 1.197 

Frult Juice 333 
\Vjnc~ J74 

Minom.1s 357 

Cigars 09 

Sundry Provisions Elnd Stores 141 

Coal 99 

Prepare Final 
31st March, 20

Ll 3-1000I 336 

AI cS 
12 . 

for the year ended 
20 

( Tum Ouer) 
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Stock as on 01.04 .20 11 

Cold Drinks 

!"ruit Juice 

Wines 
Minerals 

Cigar,. and Cigarettes 

Sundry Provision and Stores 

Coal 

Purchases 

Meat 

Fish and Pouitty 

Cold Drinks 

Fruit Juice 

Wines 

Minerals 

Cigars and Cigarettes 

Sundry Provisions and Stores 

Sales 

Cold Drinks 

Fruit Jui~e 

Wines 

Minerals 

Cigars and Cigarettes 

Ll3-1000 /336 

f' 

1,239 

378 

165 

147 

lI4 

183 

150 

f' 

3 ,627 

3,960 

1,881 

2,190 

1, 152 

1,050 

240 

5,220 

r 
3,870 

4,335 

1,863 

~ , I60 

390 

( Ccntinued ) 
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(iii) The 11 % preference shareholders ' 
rights are to be reduced to 50% 
and converted into 15% Debentures 
of • 100 each 

(iu) CUlTent liabIlities would be 
reduced by ~ 5,00,000 on account 
of provision no longer requITed 

(u) The bank agrees to the 
arrangement and to mcreaSll the 
cash credit/ overdraft lImits by !" 
1,00,000 upon the shareholders 
agreeing to bnng like amount by 
way of new equity 

(VI) Beside additional subscription as 
above , the equity shareholders 
agree to convert the existing equity 
shares into new ~ 10 shares of total 
value of ~ 5,00,000 

(uii) The debit balance in the Profil & 
Loss A/ c is to be written off, 
!" 2,60,000 provided for doubtful 
debts and the value of fLxed assets 
increased by ~ 4,00,000 

Redraft the Balance Sheet of the 
company based on the scheme of 
reconstruction . 14 

3 . (a) Write down the transaction that will 
bring changes 111 the working capItal. 6 

Ll3-1000/336 (Tum Over 
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(b) 	 The following is the summarized 
Balance Sheets of X Ltd. as on 
31st March, 2011 and 2012 

Balance Sheets 

Liabilities 31.0.111 31.03.12 Assets 3/.03 Ii .11 .03.12 

r !' ~ r 
Eq,uity Share Land ond 
CapItal 10,00.000 12.50.000 Buildmg 5,00,000 •.80,00<1 

CapJt ..lI Reserve 10,000 Madlln<!,}, 7,50.000 9 .20.000 
Gc.n~roJ Investment 1.00,000 SO,OOO 
ReteI'Ve 2,50,000 3.00.000 Stock 3.00.000 2 ,80,000 

Profi t & Sundry 
lA>ss Ale I.SO,OOO 1,80,000 Debtors 4,00,000 4 ,20,000 

lA>ng tenn lA>an 5,00,000 4,00,000 Cash in 
Sundry Hand 2.00,000 1,65,000 
Creditors 5.00,000 4,00,000 Cash at 

Provis ion ror Bank 3,00,000 4 10.000 
Toxation SO,OOO 60,000 

Proposed 
Dividends 1,00,000 1,25.000 

25,50,000 27,25,000 25.50,000 27.25,000 

Additionallnfonnation : 

(iJ 	 Dividend of r 1,00,000 was prud 
during the year ended 3 1st March , 
2012 

(ii) 	 Machinery during the year 
purchased for ~ 1,25,000 

(iii) 	 Income tax provided during the 
year ~ 55,000 

L13- 1000/ 336 	 ( Contin ued ) 
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Prepare-­

{q Capital AIc; 

{ill Revenue AIc; 

(iii) Net Revenue AIc; 


(iu) General Balance Sheet. 3+3+3+5~14 


8. 	 The following are the balances from the 
Ledger of Dimapur Hotel on 3 1s t March, 
2012 : 

~ 

Share Capital 56 ,865 

Freehold Premises 46,800 

Glass and China 1.101 

Furn.it urc and Fixtures 8,934 

Unen 840 

Cutlery and Plales 390 

Rates. Taxes and Insurance 1,713 

Salaries 2,400 

Wages 4 ,305 

Laundry 95 1 

Coal and Gas 2,160 

Electric Light 1.128 

General Expenses 1,710 

Visitors' Account 1.3 54 

Sundry Credttors ,575 

L13----1000/ 336 	 ( Turn Over ) 
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7. fa) Distinguish between Single Account 
System and Double Account System. 6 

(b) The following balances arc extracted 
from the books of City Light Supply 
Corporation as on 31 st March, 2012 

Partzculars 	 Dr. Cr. 
~ !' 

Eqwty Shares 1,64 ,700 

Debentures 60,000 

Sundry Creditors on Open Ale 300 

Depreciation Fund 75,000 

Capital Expenditure on 31.03.20 11 2,85,000 

Capital Expenditure during 20 11 - 12 18,300 

Sundry Debtors (or current supplied 12,000 

Other Debtors 150 

Stores jn Hand 1,500 

Cash in Hand 1,500 

Cost of generation of electricity 9,000 

Cost of distribulion of electricity 1,500 

Rent, Rates and Taxes 1,500 

Management Expenses 3,600 

Depreciation 6,000 

Interest on Debentures 3,000 

Interim Dividend 6,000 

Sale of Current 39,000 

Meter Rent 1,500 

Balance of Net Revenue AIc 
as on 01. 04.20 II 8 ,550 

3.49,050 3.49,050 

LI3-1000/336 	 ( Continued) 

(ill) 	There was no sale of machinery 
during the year 

(v) 	 DeprecIation written off on Land 
and Building' 20,000 

From the above particulars, prepare 
Cash Flow Statement for the year ended 
31st March, 2012 as per A5-3 (Revised) 
indirect method . Show all your 
workings. 

4. 	 What is inflation Accounting? Elrplain 
accounting for the price level changes with 
special reference to Current Cost Accounting. 

4+16· 20 

5. 	 XYZ Processors Ltd . went into voluntary 
liquidation on 31st December, 2011 when 
the Balance Sheet read as follows 

Balance Sheet 

Liabilities Amount Assets Amount 
l" l" 

Authorised & Land and 
Subscribed Capital : Building 2,00,000 
4000, 6% Preference Plant and 
ShllIes of !' 100 each Machinery 5,00,000 
fully paid 4 .00,000 PIl.LenLs 80,000 

2000 Equity Shares Stock and Cost I, lO,OOO 

of !' 100 each, Sundry DebLors 2,20,000 
!' 75 paid 1,50,000 Cash at Bank 60.000 

LI3-1000/ 336 	 (Tum Over) 
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UabilLlws Amount Assets Amount 
r r 

6000 Eqwty Shares Profit &. 
of r 100 each, Loss A/e 2,40,000 
r 60 paid 3,60,000 

5% DebenlUres (having 
a noaling charge on 
all "sscts) 2,00,000 

Interest Outstanding on 
Deben tures (also 
secured as above) 10,000 

Creditors 2,90,000 

,", W,OOO 14,lO,OOO 

Preference Dividends were in arrears for 
2 years. The arrears are payable on 
liquidation as per the Articles of the 
Company. CreditDrs include a loan of 
~ 1,00,000 on Mortgage on Land and 
Building 

The 	assets realized as follDws : 
r 

Lo.nd Mel Building 2,40,000 
Plant and MaChinery 4 ,00,000 
Patents 60 .000 
Slock 1,20,000 
Sundry Doblors 1,60,000 

The cxpenses of liquidatiDn amDunted to 
{" 21,800. The liquidator is entitled tD a 
commission Df 3% on all assets realised 
(except cash at bank) and a commission on 
2% Dn amDunl distributed amDng unsecu red 
creditDrs. Preferential creditors amount to 
'( 30,000. All payments were made on 
30th June, 2012 
Prepare the liquidator'S Final Statement Df 
Account. 20 

L13-1000/336 	 ( Continued) 

6. 	 Study the Balance Sheets and anformation 
given below : 

Balance Sheets 
as at 31st March, 2012 

Liabililics H Ltd. S Ltd. Assets H Ll.d. S Ltd 
r r r r 

Share Capital Fixed 

Shares of " 10 Assets 4,00,000 60,000 
each fully p81d 5,00,000 1,00,000 Stock 3,00,000 1,20,000 

Profit & Debtors 75,000 85,000 
Loss Ale 2,00,000 60,000 Bill. 

Reserves 60,000 40,000 Receivables 20,000 
Bills Payable 15,000 Shares in 
Creditors 1,10,000 60.000 SUd. 7500 

At cost 75,000 
Prditninary 
Expenses 10,000 

8.70.000 2 ,75.000 8.70,000 2,75,000 

Additional Information : 

(i) 	 The bills accepted by S Ltd. a re all in 
favour Df H Ltd. 

(ii) 	 The stDck of H Ltd. includes ~ 25,000 
bDught from S Ltd . at a profi t to the 
latter of 20% Df sales 

(iii) 	 All the profits of S Ltd . has been earned 
since the shares were acquired by 
H Ltd. , but thcre was already the 
reserve of ~ 40,000 at that date 

P repare Con solidated Balance Sheet and 
show all your workings . 

Ll3-1000/336 	 ( 'fum Over) 
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2013 

COMMERCE 

( Honours) 

Paper : BC-3 : 6 (ii) 

( Sales Management) 

Full Marks: 100 
Pass Marks: 35 

Time : 3 hours 


The figures in the mnrgin indicate full marks 

for the questions 


Answer a.ny five questions 

1. 	What is meant by sales planning? Explain its 
process and objectives. 4+(8+8}-20 

2 . 	 What is meant by sales policies? Explain the 
need and importance of sales policies. 4"'16-20 

3. (a) Explain the different 
distri bution of goods . 

channels of 
10 

(b) What are the services 
the wholesalers to 
manufacturers? 

rendered 
retailers 

by 
and 

10 

L13-600/335 	 (Tum Over) 
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4. ra) What is mall-order business? Explain its 
advantages. 3 ~ 7- 10 

(b) Discuss the functions and respon ­
sibilities of a sales manager . 10 

5. 	 How are sales force selected? What w'c the 
various factors which muM be kept in mind 
while selecting the right man? Explain . 

10' 10-20 

6. 	 ra) What do you mean by sales incentives? 
State and explam the methods of 
providing sales incentives. 4+6= 1 0 

rb) 	 What is a sales budget? Discuss Its 
ilnportance. 4+6=10 

7 . 	 ra) Distinguish between sales promotion and 
salesmanship. 8 

(b) 	 Discuss the various factom which affect 
promotional activities . 12 

8. 	 ra) How are sales efforts of sales force 
evaluated? Explain. 10 

(b) 	 "Good salesmen are not born but made 
by properly organised and directed sales 
training programme." In the light of this 
statement, discuss the importance of 
salesmen's training. 10 

L13- 600/335 	 ( Corttirtucd ) 

9. Write short nOles on 
following : 

ra) Sales audit 

(b) Invoice 

re) Quotation 

rd) Expenses repon 

re) Sales analysis 

(j) Brand promotion 

any four of the 
5x4:20 

*** 

L13- 600/335 	 Bc/Sm3 : 6 (ii) 
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2 013 

COMMERCE 

( Honours) 

Paper : BC-3 : 6 (i) 

( Advertisement Management : 

Fu.ll Marks: 100 
Pass Ma.rks : 3S 

Time . 3 hours 

TILe figures 111 !lIe margin indicate full marks 
for the ql4estiotlS 

Answer (lny five questions 

1. 	 Discuss the role and functions of advertlsmg 
in the modern busmess world . What are 
adver tising objcctiv('s? 15~5~20 

2. 	Explain the social and ethIcal aspects of 
advertising. Statt how to control wasteful 
advc.>rtising expendil ure. 12~8~20 

3. 	What is advertising straLegy planning? 
Discuss the methods of detenrunmg 
adverlising budget . 7"13~20 

Ll3-600/334 	 (Tum Ouer) 
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4. 	Explain the importance of copy writing and 
layout in advertising. Slate display us an 
important appeal to buyers. 14+o~20 

5 . 	How to plan and organize advertising 
campaign? DIscuss What are the types of 
advertising campaign? 12+8- 20 

6. 	Discuss the differen t types of media . Which 
media will be more appropriate to advertIse 
'All Clear Shampoo? 12 ·8- 20 

7. 	Explain the functions of advertising agency. 
How is agency compensated? 14+6g 20 

8. 	(a) Discuss the methods of measurlOg 
advertising effectiveness. 10 

(b) 	 Explain the role of consumer 
organIsation in makil1g effectiveness of 
advertising. 10 

9. 	Write short notes on any four of the 
following 5x 4=20 

(a) TV 	advcrlising 

(b) 	 Media objectives 

(e) 	 Advertisement 

(d) 	 WlOdow display 

(e) Cost-benefit analysis 


If) Waste in advertismg 


*** 
L13-600/334 	 BclAm-3 : 6 (i) 
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2013 

COMMERCE 

( Honours ) 

Paper : BC- 2 : 6 

I Financial Management ) 

FUll Marks: 100 

Pass Marks: 35 


Time : 3 hours 


The figures in the margin indicate full marks 

for the questions 


Answer any five questions 

1. 	Define financial manogement. Explain profit 
vs . wealth maximization. 20 

2. 	 Explain the dlfferent methods of capital 
budgeting. 20 

3. 	 fa) Explain the determmance of cost of 

capital. 


(b) 	 Discuss how cost of equity share capital 
can be computed. 10+10=20 

L13-1000/221 	 (Tum Over) 
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4. (a.) Explain the limitations of financial 
leverage . 

fb} Calculate the operating and financIal 
leverage under situalion I and 2, 
fUlanciaJ plan A and B respectively from 
the following information relative to 
the operating structure of the company. 
What are the combinations of opcfIl[ing 
and financial leverage which give highest 
and least value? 

In stalled capacity-WOO unils 

Annual production and sales-50% of 
installed capacity 

Selling price-\" 20 

Variable cost per unit-r 10 

Fixed cost : 

Situation I-\" 4,000 
Situation 2­ i" 5,000 

Capital structure 

Fina.ncial Finan.cial 
Plnn A Plan B 

(\") (r) 

Equity debt 5,000 \5 ,000 
Debt (cost 10%) 15,000 5,000 

20,000 20,ii00 

8+12=20 

5. 	Explain the facLors determining the capital 
structure. 20 

LI3- 1000/221 	 I Continued ) 
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6. (a) What are the assumptions and criticism 
of MM hypothesis under clividend 
policies? 

fb) What is the significance of stability 
dividend? 14+6- 20 

7 . (a) Explain the significance of working 
capital. 

(b) The cost sheet of ABC Company gives lhe 
following particulars : 

Element ofcost Amount per unit 

Raw material 
Direct labOUT 

Overhead 
. Profit 

Selling price 


The following further 
available : 

(~ 
80 

30 

60 

30 


200 


particulars are 

(i) 	 Raw materials are in stock in 
average for 1 month 

(ii) 	 Materials are in process on average 
per V. month 

(iii) 	 Finished goods are in stock on an 
average for 1 monlh 

(iu) 	 Credit allowed by 'suppliers is 
1 month 
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(u) Credit allowed to customers is 
2 months 

(ui) 	 Lack ill payment of wages IS 

1'/, week 

(vii) 	Lack in payment of overhead 
expenses is 1 month 

(viii) 	tth of the output is against cost 

(ix) Cash in hand and bank is expected 
to be {' 25,000 

You are required to prepare a statement 
showing the working capilal needed to 
finance a level of activity of If 104,000 
units of production. ThIS IS carried on 
evenly throughout wages and overhead . 
Similarly a time period of 4 weeks is 
equivalent to a month. 10+10=20 

8. (a) Discuss the theories of capital budgeting. 

(b) 	 There are two projects X and Y . The 
necessary particulars related to the 
project are as foUows : 

Item Project X Project Y 

Initial investme1lt(in ~ 20,000 30,000 

Estimated life 5 years 5 years 

Scrap ualue (in i1 1,000 2,000 
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Profit before depreciation and after tax 
(cash as follows) 

I 

- ;-­
Year aJprofit 1 2 3 4 5 

X(in ~ 5,000 10,000 10,00 0 3 ,000 2,000 
. 

L Y lin !') 20,000 10,000 
. "­ -­ 5,000 3,000_ 2 ,000 

Required rate of return @ 10%. 

Calculate the net present value of the two 
projects. 12+8 - 20 

9. Write short notes on the following : 4 x 5=20 

(a) Receivable management 

(h) Financial functions 

(c) Walter's model 

(d) Operating cycle 

(e) Retained earning: 

*** 
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COMMERCE 

( Honours) 

Paper : BC-2 : 2 

( Income Tax Law and Practice) 

Full Marks: 100 

Pass Marks : 35 


Time : 3 hours 


The figures in the mtlfgin indicate full marks 

for the questions 


Answer any five questlOns 

1. 	Write short notes on any fiue of the following 
4 x 5=20 

(a) Gross mU11lcipal value of property 

(b) Perqu [site 

(e) Heads of income 

(d) Assessee 

(e) Person 


(f} Specified employee 


(g) Assessment year 

L13-1100/220 



( 2 ) 

2. 	 Expiajn the prOltlSlons of Income-tax Act 
relating to advance payment of income tax. 20 

3. 	What do you understand by tax planning 
and tax evasion'? Dlstingu;sh between tax 
planning and la.x evasion Discuss the 
limitation of tax planning. 6+7'7-20 

4. 	Mr. X has three -house properties situated at 
Mumbai. Property A is let out for business, 
Property B is let out for residential purpose, 
Property C has three identical umts 

Unit- l 	 It was let out for re~idenual 
purpose in the previous year. 

Unit-2 : 	 Let out for residential pur­
poses, but from 1- 1-2012 it 
was used for own residence. 

Unit-3 	 Use for own residence. 

The particulars of Property A and B are a" 
under 

Property A Property 8 

(i) M\lnicipal value (in ~) 50,000 50,000 

{iii Actual rent Iln ~J 4.000 p.m. 4 ,000 p.m. 

(iii) falr rent (in f) 50,000 70,000 

(iu) Sland"rd renl lin \") 40.000 50,000 

(u) 	 Date of completion of 
construction 1-12·2005 1·1-2000 

(l/1) Municipal ta.x paid Iln r] 8,000 10,000 

(uii) Collection charges (in f) 3,000 3,000 

fUlir] Interest on money borrow~d 
for construction (in f'1 10,000 10.000 
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The particulars of Property C are as tmder : 

(i) Municipal value-I' 1,20,000 

(ii) Rent 	of Unit 1--<' 3,000 p.m . 

(iii) Rent of Unit 2-1' 2,000 p.m . 


(iu) Municipal tax paid-I' 10,000 


(u) 	 Other expenses 


Repair of Unit l-l' 10,000 


Repair of Unit 2-1' 10,000 


(ui) Collection charges of Unit 1--<' 3,000 

(uii) Collection charges of Unit 2-i" 2,000 

(uiii)lnsurance premium of house property­
\" 5,000 

Compute the income of Mr. X under the head 
1ncome from House Property' for the 
assessment year 2012-13. 2 0 

5 . 	 (a) Distinguish between short-term and 
long-term capital gain with suitable 
example . 10 

(b) 	 Explain the various heads of income 
under which income is taxable as per t.he 
Income-tax Act. 10 

6. Discuss the following in brief : 5"4=20 

(a) 	 Assessment year uls 2(9) 

(b) 	 Casual income uls 10(3) 

(e) 	 Agricultural income uls 2(lA) 

(d) Tax deduction at source 
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7. 	 Mr. Salman an executive in a. multinational 
company submitted the following partIculars 
in relalion to the year 20 11-12, from which 
you are asked to compute hIS laXable income 
for the year 2012-13 

N 	BasiC pay-\' 12,000 p.m. 

(ii) 	DA-20% of basic pay 

{iii} 	 Entertainment aUowance ~ 500 p .m . 

(iv) 	Children educational a llowance 
@ r 300 p.m . [or 3 children 

fv) 	 House rent allowance ~ 3,000 p.m . He 
stays in a house at hIS own arrangement 
in Kolkata paying I' 4,000 p.m. 

fIJi} 	 PerquIsi tes available to him [rom the 
company. 

• 	 He is provided with servant for 
which company paid f 5,000 in the 
year . 

• 	 He is provided free gas value 
i' 2,000 p.a. 

• 	 He is provided WIth telephone line, 
the bill for which amounted to 
if 3,000 paid by company . 

(lJii) Medical allowance \' 400 p.m. 

He 	has made the following savings 

(i) 	 Life lnsurance prcmium paid if lO,OOO 
(policy value l' 1.00,OOO} 



( 5 ) 

(ii) 	 National Savings Cenillcate VJll Issue 
~ 8,000 

(iii) 	Publit; Provident F'und ~ 10,000 

(iu) Own contnbution to RPF ~ 15,000 

Also COmpute the tax liability of Mr. Salman. 20 

8 . 	 What is clubbing of income? What are the 
proVlslOns for lI1cJusion of Income of minor 
child and wife of an assessee in h is lotal 
income? 5.,.15- 20 

9. 	Explain the various authori ties under the 
Income-tax Act, 1961. 20 

*** 
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