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ENGLISH VERSION

1 (a) Define strategic management accounting. How does 10
it differ from Management Accounting ?
(b) State the role of contribution analysis for measuring 10
the performance of an industrial unit.
OR
1  Write notes on any two 20
(@) Use of capital structure in predicting sickness
(b) Ratio analysis for total performance measurement
(c) Growth maximisation.
OR
1  Write notes on any two 20
(a) Use of opportunity cost in managerial decision making
(b) Limiting factor sales - mix decision
(c) Concept of relevant cost.
2 Ragin Ltd. is manufacturing household products A, B 20
and C and selling them in competitive market. Details
of current demand, selling price and cost structure are
given below :
Particulars A B C
Expected demand (units) 10,000 | 12,000 | 20,000
Selling price (Rs.) 20 16 10
Variable cost per unit (Rs.)
— Direct material
(Rs.10 per kg.) 6 4 2
— Direct labour
(Rs. 15 per hour) 3 3 1-50
— Variable overheads 2 1 1
Fixed overhead per unit (Rs.) 5 4 2
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The company is frequently affected by actuate scarcity
of raw material and high labour turnover. During the next

period, it is expected to have one of the following situtions:
(1) Raw materials available will be only 12,100 kag.
(2) Direct labour hours available will be only 5,000 hours.

(3) It may be possible to increase of any one product by
25% without any additional fixed costs but by spending
Rs. 20,000 on advertisement. There will be no shortage

of materials or labour.

Suggest the best production plan in each case and the
resultant profit the company would earn according to your

suggestion.
OR

2 Bhanu Ltd. has produced and sold three products during 20

a year :
Product A 16,000
Product B 12,000
Product C 10,000

The following further information is also available :
Particulars Per unit
A B C

(1) Catalogue price Rs.

(subject to 20% trade discount) 30 50 40
(2) Marginal cost (Rs.) 14 25 20
(3) Time usage (hours) 2.5 5 2.4
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Total fixed expenses of all three products Rs. 1,75,000.
Due to shortage of labour, the available working hours for

the next year are estimated to be only 75,000 hours.
Suggest a suitable sales-mix for the next year :
(1) When where is enough demand for all the products

(2) When the potential demand is as under :

Product A 18,000
Product B 13,000
Product C 20,000

Show the profitability of the company in each case.
OR

2 (a) Explain the significance of ‘key factor’ in the 15
decision making process. lllustrate the significance
and impact of any one limiting factor in case of

‘Acceptance of export offer.’

(b) State the relevant costs in Make or buy decision. 5

3 (a) Yagnesh Company has just been incorporated and 12
plans to produce a product that will sell for Rs. 10 per
unit. Preliminary market survey shows that demand
will be around 10,000 units per year.

The company has the choice of buying one of two
machines each of which has a capacity of 10,000 units
per year. Machine A would have fixed costs of Rs. 30,000
per year and would yield a profit of Rs. 30,000 per year
on the sale of 10,000 units. Machine B would have fixed
costs of Rs. 18,000 per year and would yield a profit
of Rs. 22,000 per year on the sale of 10,000 units.
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Variable costs behave linearly for both machines.
You are required to find :
(1) Break-even sales for each machine and

(2) Sales level where both machines are equally

profitable.

(b) Sugna Ltd. sells its product at Rs. 15 per unit. In
a period , if it produces and sells 8000 units, it incurs
a loss of Rs. 5 per unit. If the volume is raised to 20,000
units, it earns a profit of Rs. 4 per unit, calculate break-

even point both in terms of rupees as well as units.
OR

Write notes on any two
(@) Impact of change in cost on break-even point.
(b) Significance of sensitivity analysis

(c) Utility of Break-even analysis.

Krina Ltd. is at present working at 90% of its
capacity and producing 13,500 units per annum. It operates
a flexible budgetory control system. The following figures

are obtained from its budget :

90% 100%
Sales ..., Rs....15,00,000........ 16,00,000
Fixed expenses.........ccccccuee.... Rs...... 3,00,500.......... 3,00,500
Semifixed expenses ............... Rs......... 97,500.......... 1,00,500
Variable expenses.................. Rs...... 1,45,000.......... 1,49,500
Units produced .........ccccccvviiiiiiiiinninnnnn. 13,500............. 15,000

20

20
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Labour and materials cost per unit are constant under
the present conditions. Profit margin on sales is 10 percent.

Variable expenses are not strictly variable at 100%.

(1) You are required to determine the differential cost of
producing 1500 units by increasing capacity to 100 per
cent.

(2) What would you recommend for an export price for
these 1500 units taking into account that overseas
prices are much lower than indigenous prices. Additional
export expenses are likely to be incurred at Rs. 4.20

per unit.
OR

4  Write notes on : (any two) 20
(a) Variable cost based pricing
(b) Internal factors affecting the framework of pricing
policy

(c) Circumstances appropriate for pricing below cost.

5 (@) The following figures are available with reference 12
to four week period of working in Shamal Limited,
which budgeted to manufacture 9000 units of its

product. Other estimated particulars are as under :

Rs.

Production and sales
(9000 units at Rs. 60) 5,40,000
Variable cost - at Rs. 25 per unit 2,25,000
Fixed expenses 75,000
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On account of power failure, production for 4 days
out of 24 days was lost and the actual results were

as follows :

Production and Sales : 8000 units at Rs. 25 each.

Variable cost and fixed expenses remain as above :
Calculate and explain :

(1) Traditional variance

(2) Planning variance

(3) Operational variance.

Explain your answer.

(b) From the following figures, decide whether it is 8

desirable to investigate the variance :

Rs.

(1) Cost of investigation of variance ................ 8,000
(2) Cost of correction, if process is

out of control ... 10,000
(3) Cost of allowing the process to remain

out of control. ... 50,000
(4) Proability of process being in control

(variance being out of control) ........cccccoeee..... 0.75

Explain your answer.

OR
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5 The following information and data pertain to one of the 20

manufacturing sections of Star Manufaturing Co. Ltd. :

Month Direct Indirect
labour labour
hours cost
(Rs. in 100)
January 2000 100
February 2200 110
March 2400 120
April 2600 130
May 2200 110
June 2800 140
July 2400 120
August 2600 120
September 3000 140
October 2400 120
November 2200 100
December 2600 130

(a) Determine the cost function using :
(1) High-low points method
(2) Least square method.

(b) Which of the above two cost functions should be relied
on for estimating cost and using cost for decision

making ? Why ?
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(c) Calculate the amount of indirect labour cost estimated
to be incurred on the above methods when activity level

is 2,900 hours of work per month.
OR

5  Write notes on any two : 20

(@) Impact of constraints on solution offered by linear

planning technique
(b) Cost minimisation and linear planning

(c) Concept of linear programming.
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