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MBA 301
Third Semester Examination — 2012-13
COST AND MANAGEMENT ACCOUNTING

Full Marks —70

Time : 3 Hours

Answer Question No. 1 & 2 which are compulsory and any four from the rest.

The figures in the right-hand margin indicate marks.

1. Answer the following questions : 2x10

—
=

What do you mean by a by-product ?

What do you mean by Activity ratio ?

How do you calculate Profit on incomplete contract if the value of Work
completed is more than 25% and less than 50% ?

Acompany earns a profit of Rs 30,000. If the P/V ratio is 50%, find Margin
of Safety.

Why is flexible budget prepared ?

What do you mean Break Even Chart ?

How do you account for abnormal loss in process costing ?

What do you mean by Labour Rate of Pay variance and how is it
calculated ?

Give examples of two industries where Process Costing is followed.

Give appropriate cost units of Soft drinks and Petrol.

2. CASESTUDY: 10

Agrocaps Ltd engaged in manufacturing agricultural machinery is completely
marketing their products in the domestic market. The company is currently
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operating at 80% capacity. The gross sales in the previous year are Rs.
32,00,000. The following particulars have been extracted from the previous year
records of the company.

Direct Materials " Rs. 10,00,000
Direct Wages Rs. 4, 00,000
Variable Overheads Rs. 2, 00,000
Fixed Overheads Rs. 13, 00,000

An export order has been received from Sri Lanka that would utilize 50% of the
capacity of the factory. The conditions of the export order clearly state that the
order has to be executed in full and cannot be split or else rejected totally. The
offer price of the agricultural machinery is 10% below the normal domestic price.
The alternatives available with the management are :

(a) Reject the export order and continue with the domestic sales only as at
present.

(b) Accept the order, split the capacity between domestic and overseas sales
and turn away the excess domestic demand.

Prepare a comprehensive statement of profitability and suggest the best
alternative.

3. (a) When does the need of reconciliation of Cost Account and Financial
Accounts arise ? 5
(b) Distinguish between Cost Reduction and Cost control. 5

4. Sapphire Limited furnishes the following information relating to the half year
ending 30" June 20009.

Fixed expenses Rs. 50,000

Sales Rs. 2,00,000

Profit Rs. 50,000

During the second half of the same year, the company has projected a loss of
Rs. 10, 000.
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Calculate : ' ' 10

(a) The P/V ratio, break-even point and margin of safety for six months ending
30" June, 2009.

(b) Assuming that selling price and fixed expenses remain unchanged in the
second half Year, find expected sales volume for second half of the year.

(c) Calculate the break-even point and margin of safety for the whole year
2009.

5. From the following data, calculate material variances. 10

Material Standard Quantity = Rate (Rs) Actual Quantity Rate (Rs)

X 50 12 45 14
X, 40 1 35 12
Z 30 10 40 1

Due to shortage of X , it was decided to reduce its consumption by 10 and
increase the consumption of Y and Z by 6 and 4 respectively.

6. Inamanufacturing concern the product passes through two processes A and B
before passing to finished stock. It is estimated that in each process normal loss
is 5% of total weight. The following information relating to both the processesare

obtained. 10
Process-A Process-B

Raw Materials (units) 4,000 1,040

Cost of materials per unit (Rs.) 125 200

Wages (Rs.) 280,000 2,00,000

Manufacturing expenses (Rs.) 80,000 50,250

Office overhead 100000 1,20,000

Outputin units 960 1000

Prepare Process Cost Accounts. There was no stock or work-in-progress in any
Process.
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7. Define a Master budget. Discuss the advantages and limitations of budgetary
control system. 10

8. Whatdo you mean by ‘Cost Volume Profit Analysis’ ? Discuss its main features
and useful contributions to the management for decision making. 10
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