UNIT-IV- 2 Marks

1. Distinguish between the Manufacturing A/C & Trading A/C.

Sl. Basis of Trading Account Profit & Lloss Account
No,| Distinction
3. | Transfer of The halance of this Account is | The halance pf this Account
halance transferred to Profit and Loss | is transferred to Capital
Account. account.
4. | Utility Trading Accountshows thetrend | This Account|shows the net

of business activities. By | result of the business. By
comparing the Trading Account | comparing net results of
of consecutive periods stepscan | consecutive |periods, steps
he taken to increase profitability. | can be taken for an all round
development bfthe business.

5. | Seguence It is prepared hefore the | It is prepared after the
of preparation of Profit and Loss | preparation of Trading
preparation Account. Account.

2. What is Balance sheet and write down the format for it?

Balance Sheet of ............ As at.............

Liabilities Rs. Assets Rs.
Fixed Assets
Capital: Goad wil
Opening Balance 3o Land
Add: Net Profit xoo0 Building
(Less: Net Loss) Plant & Wachinery
Less: Drawings oo Furniture & Fixtures
Long-term Liabilities: Investment:
Loan Current Assets:
Current liabilities: Closing stock
Income received-in-advance accrued income
Sundry Creditors Prepaid expenses
Qutstanding Expenses Sundlry Debtars
Bills Payable Eills Receivable
Bank Overdraft Cash at Bank
Cash in Hand

3. What are the needs for Budgeting?

Having a budget keeps your spending in check and makes sure your savings are on track
for the future.

It Helps You Keep Your Eye on the Prize. ...

It Helps Ensure You Don't Spend Money You Don't Have. ...

It Helps Lead to a Happier Retirement.

It Helps You Prepare for Emergencies.

It Helps Shed Light on Bad Spending Habits.

4. State any 5 objectives of Budgetary Control.
Budgetary control is essential for policy planning and control. It also acts an instrument of
co-ordination.
The main objectives of budgetary control are the follows:
1. To ensure planning for future by setting up various budgets, the requirements and expected
performance of the enterprise are anticipated.
2To operate various cost centres and departments with efficiency and economy.
3. Elimination of wastes and increase in profitability.
4. To anticipate capital expenditure for future.
5. To centralise the control system.
6. Correction of deviations from the established standards.



5. What are the methods & Classification of budgets?

Classification of Budget

! ' .

Function Flexibility Time
» Sales Budget

Production Budget

Raw Materials Budget
Purchase Budget

Labour Budget

Production Overhead Budget
Selling & Distribution Budget
Administration Cost Budget
Capital Expenditure Budget
Cash Budget

* Fixed Long-Term

» Flexible Short-Term
Current

Rolling

YV VY

YU NY VYWY YY

6. Draw the format of production cost budget.

1. (a) Production units

Budgeted Sales Units 5,900
Open Stock of Finished Goods f (1,400)
Closing Stock of Finished Goods 1,800
Production Units (Trophies) 6,300
(b) Material Usage
Mersey: 6,300 x 5 kilos 31,500 Kilos
Gatt: 6,300 x 3 kilos 18,900 kilos
(c ) Material purchases:
Mersey:
Quantity of materials to be used 31,500 kilos
Opening stock of raw materials (350 kilos)
Closing stock of raw materials 250 kilos
Required purchases of Mersey 31,400 kilos
Gatt:
Quantity of materials to be used 18,900 kilos
Opening stock of raw materials (200 kilos)
Closing stock of raw materials 450 kilos
Required purchases of Gatt 19,150 kilos

7. State the objectives of financial statement.

Y XYY OBJECTIVES OF FINANCIAL
Management STATEMENT ANALYSIS

ASSESSING EARNING CHANGES IN
CAPACITY PROFITABILITY PATTERNS

+¢+ Helps users to decide on
financial soundness

++ Ratios to ascertain are GP ratio,
NP ratio, & ROE

= Reveal true reasons for profit shortfall

DECISION MAKING AND
CONTROL

= Take corrective decision if company

PERFORMING INTER-

is not moving in desired direction

FIRM COMPARISONS
% Compare two or more RIGHT DIRECTION &
companies’ financially & FUTURE ORIENTATION

operationally to decide best one = Helps to evaluate results & plan to
accomplish goals

EFFECTIVENESS OF INFORMATION TO
MANAGEMENT or iKE:HOLDERS
+ Trend analysis or year-on-year SEY.
comparison helps to ascertain = Provide a basis decision-making for

management’s performance government & statutory agencies




8. Write a note on ‘budgetary control’.

Budgetary Control

Operational (Types) Capex

Budgetary
Control

Budgetary

Control

Cash Flow
It covers the revenue Budgetary It covers capital expenditures

and operating expense which Contral like buying machinery or
are essentials to running day to constructing a building.
day business.

This is an important budget
which keeps control over
the working capital requirement

and cash management *WaIISMMo]o



