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B.Com. (Semester - V) Exarhination, April 2018
Major-2 : COST AND MANAGEMENT ACCOUNTING
Techniques of costing (New Course)

Duration : 2 Hours Total Marks : 80

Instructions : 1) Question No. 1 is compulsory.
2) Answer any 3 questions from Q. No. 2 to Q. No. 6
3) Give working notes wherever necessary.
4) All questions carry equal marks.

1. From the following figures are extracted from CIBA Manufacturing Ltd. Prepare
flexible budget for overheads and also ascertain the overhead rate, at 70%,
80%, 90% and 100% capacity from following figures :

Particulars Expenses at 60% capacity
a) Fixed Overheads : (Rs.)
Depreciation 25,000
Insurance A 6,000
Salaries 20,000
Salesman commission 8,000
Rent, rates & taxes 15,000
b) Semi Variable Overheads :
Electricity (40% fixed) 40,000
Repairs & maintenance (80% fixed) 60,000
Power (60% variable) 20,000
c) Variable Qverh :
Direct Material 24,000
Direct Wages 12,000
Indirect Labour 30,000
Stores, spares efc. 6,000
Total Cost (Rs.) 2,66,000
Estimated Direct Labour hours at 60% capacity are 1,50,000 hours. 20
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both the machines are as follows :

Year |Machine A |Machine B
(Rs.) (Rs.)
1 70,000 78,000
2 72,000 75,000
3 76,000 72,000
4 78,000 75,000
5 75,000 80,000
6 85,000 85,000

Both the machines have to be depreciated under the straight line method and
the average rate of Income Tax may be taken at 50%. Ascertain which of the
two machines will be profitable under :

i) Payback period method and

ii) Average rate of return method.

2. Agarwal Ltd. is considering the- purchase of a machine. Two machines are
available A and B. The cost of each machine is Rs. 2,00,000. Each has an
expected life of 5 years. The estimated profit before depreciation and tax of

3. The following information relates to ‘Excel Ltd’. for the year 2017 :

Months Materials | Sales Wages | Overheads
(Rs.) (Rs.) (Rs.) (Rs.)

January 40,000 | 1,70,000 3,000 10,000
February | 50,000 | 1,88,000 | 5,000 12,000
March 55,000 | 1,90,000 6,000 16,000
April 65,000 | 1,95,000 7,000 14,000
May 50,000 | 1,75,000 7,200 18,000
June 45,000 | 1,95,000 8,000 16,000
July 75,000 | 1,70,000 9,000 - 14,000
August 60,000 | 1,85,000 9,000 15,000

Additional information is as follows :

1) Itis expected that cash balance on 1%t April 2017 will be Rs. 52,000.

2) The delay in the payment of wages 1/5 month.
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e company’s policy to pay creditors for materials after a credit period of
Swee months.

here is one month delay in payment of overhead expenses.

= 20% of the monthly sales are on cash basis and remaining are sold on credit.
Debtors are expected to pay after credit period of two months.

6) A sales commission of 5% only on credit sales is to be paid in the month following
f the sales. No commission is payable on cash sales.

7) Capital expenditure on machinery is expected to be made in June costing
Rs. 45,000.

8) Furniture costing Rs. 40,000 has been ordered. EMI payment starts from month
of May onwards Rs. 10,000 per month.

9) Dividend on shares to be received Rs. 25,000 each in month of July and
August.

10) Advanced tax of Rs. 18,000 each is payable in June, July and August.

You are required to prepare a cash budget for the five months —
April to August. 20

4. A) A company manufactures two products A and B. A forecast of the number
of units to be sold in the first six months of the year is given below :

Months | Product ‘A’ | Product ‘B’
January 15000 30000
February 16000 38000
March 21000 26000
April 25000 22000
May 22000 28000
June 26000 24000

It is anticipated that :
i) there will be no work-in-progress at the end of any month;
ii) closing stock equal to 75% of the sales for the next month will be in stock
at the end of each month.

Prepare five months ending on 31st May, a production budget showing
number of units manufactured for product A and B. 10

B) What do you mean by Inter-Firm Comparison ? Explain its merits and
demerits. 10
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5. A) Define Management Accounting. Enumerate various tools and techniques

of management accounting. 10
B) What do you mean by Management Accountant ? Explain various functions
of management accountant. 10
6. Write short notes on the following any four : 20

a) Uniform Costing Manual.

b) Requisites for installation of uniform costing system.
c) Limitations of Management Accounting.

d) Cash Budget.

e) Methods of Capital Budgeting.

f) Merits and demerits of budgetary control.




