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MANAGERIAL ECONOMICS AND PRINCIPLES OF ACCOUNTANCY
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Time: 3 hours






Max.Marks:70 

Answer any FIVE questions

All questions carry equal marks

---

1.
Explain the concept of ‘elasticity of demand’ and bring out the difference 
between ‘price’ and ‘income’ elasticities.

2.
State the laws of returns. When does the law of increasing returns operate? 
Explain briefly.

3.
State the various pricing methods. How are prices determined under conditions of 
perfect competition?

4.
What are Discounted Cash Flow (DCF) methods of capital budgeting? Explain 
any one of them with an example.

5.
State and briefly explain the steps required to be taken for the formation of a 
company form of business organization.

6.
Write short notes on any Three of the following terms:

a) Assumptions of law of demand

b) Cross elasticity of demand

c) Cost-output relationship

d) Optimum size of the firm

e) Principles of double entry book-keeping

f) Debt equity ratio.

7.
State the rules for recording transactions in a Journal. Also explain the rules for 
posting them into the ledger. Use appropriate examples wherever needed.

(Contd…2) 

Code No.321051



-2-



OR

8.
Prepare grading and profit and loss account for M/S Balaji Corporation for the 
year ended 31st March 1999 and a Balance sheet as on that date from the 
following Trial Balance:

	Balaji Corporation

	Trial Balance as on 31st   March,  1999

	Debit Balances
	Rs.
	Credit Balances
	Rs.

	Opening stock
	80,000
	Capital
	7,00,000

	Wages
	35,700
	Sales
	90,36.215

	Salaries
	12,650
	Sundry creditors
	33,640

	Purchases
	43,21,870
	Bills payable
	25,380

	Carriage
	6,275
	Other income
	5,77,505

	Returns inwards
	375
	
	

	Freehold property
	21,38,500
	
	

	Sundry debtors
	45,300
	
	

	Manufacturing expenses
	13,73,080
	
	

	Packing expenses
	65,270
	
	

	Excise duty
	50,600
	
	

	Rent
	36,000
	
	

	Repairs
	7,900
	
	

	Insurance
	2,000
	
	

	Fees
	32,500
	
	

	Auditors fees
	8,600
	
	

	Plant & Machinery
	12,68,900
	
	

	Furniture
	80,200
	
	

	Investments
	3,30,700
	
	

	Bills receivable
	7,900
	
	

	Cash at Bank
	4,60,200
	
	

	Cash in Hand
	8,220
	
	

	
	1,03,72,740
	
	1,03,72,740



Adjustments required:


Closing stock as on 31st March 1999 was valued at Rs. 1,20,300. Wages and 
salaries were outstanding to the extent of Rs. 10,000 and Rs. 2,000 respectively. 
Provide depreciation at 5% on Freehold property and 10% on furniture.

***     ***     ***

OR








