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Note:    a)  No additional answer sheets will be provided.

          

b)  All sub-parts of a question must be answered at one place only, otherwise it will not be valued.

          

c)  Missing data can be assumed suitably.

ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 15 MARKS.
	1.
	a)
	Discuss the managerial economics relationship with other disciplines with suitable examples for propounding  its theories.
	[8M]

	
	b)
	Explain the circular flow of economics activity. Discuss the determinants of demand.
	[7M]

	
	
	
	

	2.
	a)
	What are Isoquants? Explain the characteristics and types of Isoquants with examples.
	[8M]

	
	b)
	Differentiate between Short run and long run production function. Explain Cobb Douglas Production Function.
	[7M]

	
	
	
	

	3.
	a)
	Differentiate between perfect market and monopoly market. Write a detailed note on Kinked Demand Curve.
	[8M]

	
	b)
	What is meant by Monopolistic Competition? Discuss the pricing under monopolistic competition with profit and loss.
	[7M]

	
	
	
	

	4.
	a)
	Prepare Journal Entries and Ledger Post the following transactions of Barbara Losh Retailor: 

i. Acquired office supplies of Rs.8,000 on open account. Use a supplies Inventory Account.

ii. Sold a house and Collected a Rs.9,000 commission on the sale. Use a Commissions Revenue Account.

iii. Paid Cash of Rs.700 to a local newspaper for current advertisement.

iv.  Paid Rs.600 for a previous credit purchase of office supplies.

v. Record office supplies used of Rs.300.


	[8M]

	
	b)
	What are Accounting Principles? Discuss the Accounting Concepts and Conventions with suitable examples.
	[7M]

	
	
	
	

	5.
	a)
	Explain the meaning of Assets and Liabilities. Elaborate your discussion on the following items: Tangible Assets, Intangible Assets, Depreciation and Amortization, Impairment of Assets.  Discuss various methods of depreciation with suitable examples.
	[8M]

	
	b)
	Orange & Blue Inc., incurred the following expenditure when purchasing land. Rs.47,000 purchase price; Rs.4,500 in taxes, Rs.2,000 of sales commissions; and Rs13,000 for clearing and grading, of which Rs.8,000 was for removing an old building. Determine the acquisition cost of the equipment.
	[7M]

	
	
	
	

	6.
	a)
	The financial data for two companies, Procell Ltd., and Venus Ltd., are as follows: 

Particulars

Procell Ltd., (Rs.,)

Venus Ltd., (Rs.)

Current Assets

Cash

   12,500

  19,500

Short-term Investments

     3,000

    6,500

Accounts Receivables

   94,500

  82,000

Inventory

1,05,500

  91,500

Prepaid Expenses

     9,500

    7,500

Total Current Assets

2,25,000

2,07,000

Fixed Assets

2,62,000

2,62,000

Total Assets

4,87,000

4,69,000

Current Liabilities

1,83,000

1,69,000

Other Liabilities

1,50,000

1,76,500

Equity Shares: Rs.10 per value (7,500 shares)  and Rs.5 par value (10,000 shares)

   75,000

   50,000

Reserves and Surplus

    79,000

   73,000

Total Liabilities and Shareholder’s Equity 

4,87,000

4,69,000

Market Price per share of Equity Stock

          14 

          24

Selected Income Statement Data for the Current Year

Net Sales (All on Credit)

3,01,500

2,59,500

Cost of Goods Sold

2,27,000

1,93,000

Closing Stock

   40,000

   30,000

Gross Margin

    34,500

   36,000 

Interest Expense

      6,500

   17,000  

Net Income

    28,000

   19,000

The investment strategy is to purchase the shares of companies that are financially strong and have low price earnings ratio. 

Calculate the following ratios for both the companies for the current year and decide which company’s stocks are better for an investment strategy. Write a detailed analysis and interpretation on ratios of both the companies.

A

Current Ratio

F

Times Interest Earned Ratio

B

Quick Ratio

G

Return on Total Assets

C

Debtors Turnover

H

Return on Shareholder’s Equity

D

Inventory Turnover

I

Earnings Per Share 

E

Debt-Equity Ratio

J

Price Earnings Ratio


	[10M]

	
	b)
	Critically examine the pros and cons of ratio analysis with suitable examples.
	[5M]

	
	
	
	

	7.
	a)
	A company has the following demand equation :

Q = 1000- 3000P + 10 A 


Where


Q= Quantity Demand 


P = Product Price 


A = Advertisement Expenditure 


Assume that P = 3 and A = 2000. 


i). Suppose the firm drops the price to Rs.2.50 would this be beneficial. 


ii). Suppose the firm raises the price to Rs.4.00, while increasing its advertisement expenditure by Rs.100, would this be beneficial. Explain.

	[8M]

	
	b)
	Discuss the major cost determinants. Explain different types of cost with suitable examples.
	[7M]

	
	
	
	

	8.
	a)
	Pass the Journal entries for the following transactions  

i. Day 1 – Mr. X has introduced a capital of Rs. 1,80,000

ii. Day 7 – Good purchased for resale Rs. 70,000

iii. Day 9 – Furniture purchased from Mr. Z for Rs. 60,000

iv. Day 10 – Goods purchased for resale from Mr. Y for Rs. 1,00,000

v. Day  12 – Sold goods to Mr. R Rs. 2,00,000

vi. Day 13 – Opened a Current Account in Andhra Bank by depositing 
               Rs. 10,000

vii. Day 14 – Deposit given to landlord for hiring the shop  Rs. 25,000

viii. Day 18 – Wages Paid Rs. 12,000

                      Day 22 – Purchased Machinery on credit from Mr. C Rs. 1,00,000

           Day 25 – Additional capital introduced Rs. 2,00,000


	[8M]

	
	b)
	A company incurs the following expenditures related to currently owned fixed assets:

i. Annual Pressure washing of building Rs.5,000

ii. New Engine in delivery truck Rs.1,50,000

iii. Repair of water damage caused by leaking roof, Rs.3,500

iv. New tires on tractor Rs.20,000

v. Addition of 1,000 square feet of office space, Rs.2,20,000

vi. Modifications to machinery to improve efficiency Rs.72,000

Identify each expenditure as a capital or revenue expenditure.
	[7M]
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Regulations:
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