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I. Answer any FIVE of the following questions

Max Marks: 80

(5x16=80 Marks)

1. Explain the term ‘Management Accounting’ and state the objectives of

Management Accounting.
2. Bring out the limitations of Management Accounting.

3. What is meant by Break-Even Analysis? Discuss the assumptions and the

limitations of this technique.
4. From the following particulars, calculate:
(i) Break-even point in terms of Sales Value and in Units

Rs.
Fixed Factory Overhead Cost 6,00,000
Fixed Seiling Overheads Cost 1,20,000
Variable Manufacturing Cost per unit 120
Variable Selling Cost per Unit 30
Selling Price per Unit 240

Bring out the differences in Marginal Costing and Absorption Costing
Techniques.
A Manufacturer of plastic buckets an average profit of Rs.5.00 per piece on a

selling price of Rs.15.60 by producing and selling 1,00,000 pieces at 50 per

cent potential capacity. His Cost of Sales is:

Rs.
Direct Material 3.00
Direct Wages 1.00
Factory Overheads (50% Fixed) 5.00
Selling Overheads (75% Fixed) 1.00

During the Current Year, he intends to produce the same number of units, but

anticipates that:
(i) Fixed Cost will go up by 10%
(ii) Material and Labour Costs will go up by 5%

(iii) Selling Price willremain unchanged

Under these circumstances, he obtains an offer for a further 25% of his

capacity. What minimum price you would recommend for acceptance to

ensure an overall profit of Rs.3,00,000?
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Explain in detail the classification of Budgets according to {a) Time (b)
Functions and (c) Flexibility.

The Expenses for Budgeted Production of 1,00,000 units in a factory are
furnished below:

Per Unit (Rs.)
Mat._rials . 70
Labour 25
Variable Overheads 20
Fixed Overheads (Rs.1,00,000) - 10
Variable Expenses {Direct) 5
Selling Expenses (10% Fixed) 13
Distribution Expenses (20%) - 7
Administration Expenses (Rs.5,00,000) 5
Tota) Cost per unit 155

Prepare a Budget for Production of 80,000 units and 60,000 units. Also
indicate the cost per unit at both the levels. Assume the administration

expenses are fixed for all levels of production.

What do you understand by Working Capital Management? Discuss the

Principles of Working Capital Management.

10.A proforma cost sheet of a company provides the following data:

Rs.
Cost (Per Unit)
Raw Materials - 80
Direct Labour 30
Overheads 60
Total Cost (Per Unit) 170
Profit 30
Selling Price . 200

The following is the additional information available:
(a) Raw Material in Stock, on an average one month; materials in process,
on an average half a month; Finished Goods in Stock, on an average one

month.
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(b) Credit Allowed by Suppliers is ocne month; credit allowed to debtors is
two months; lag in payment of wages is one and a half weeks; lag in
payment of overhead expenses is one month; one-fourth of the output is
sold against cash; cash in hand and at bank is expected to be
Rs.2,50,000.

You are required to prepare a statement showing working capital needed to

finance a level of activity of 1,00,000 units of production. You may assume

that production is carried on evenly throughout the year, and wages and

overheads accrue simitarly.
ek ok ok
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