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Answer any Five of the following questions.

Sales .' .
Variable expenses .
Contribution margin .
Fixed expenses .
Net operating income . . . . . . . . . . .

Amount
$120,000

84,000
$36,000
24,000
$12,000

Percent of Sales
100%
70%
30%

2
3
3
2

Question-l
a) Define Management Accounting and mention its objectives
b) Distinguish between Management Accounting and Financial Accounting
c) Portray JIT with its benefits. Inscribe the applicability of such technique in Bangladesh.
d) Write down the elements of Break-even Analysis.

Question-2
a) Sun Moon Company installs home theater systems. The company's most recent monthly contribution

format income statement appears below: 6

Required:
i) Compute the company's i) Break event point in dollar ii) Degree of operating leverage,
ii) Using the degree of operating leverage, estimate the impact on net operating income 0 f a 12% increase
in sales.
iii) Verify your estimate from part (2) above by constructing a new contribution format income statement
for the company assuming a 10% increase in sales.

. b) Super Sales Company is the exclusive distributor for a revolutionary book bag. The product sells for
$60 per unit and has a CM ratio of 40%. The company's fixed expenses are $360,000 per year. The 4
company plans to sell 17,000 book bags this year.
Required:
i) What are the variable expenses per unit?
ii) What sales level in units and in sales dollars is required to earn an annual profit of $70,000?
iii) Assume that through negotiation with the manufacturer the Super Sales Company is able to reduce its
variable expenses by $3 per unit. What is the company's new break-even point in units and in sales
dollars?
Question-3

a) Mention the assumptions of CVPanalysis.
b) CAT Company manufactures recreational equipment. One of the company's products, a skateboard, 2+8

sells for $37.50. The skateboards.are manufactured in an antiquated plant that relies heavily on
direct labor workers. Thus, variable costs are high, totaling $22.50 per skateboard.
Over the past year the company sold 40,000 skateboards, with the following operating results:

Sales (40,000 skateboards) $15,00,000
Less: Variable expenses................ 9,00,000
Contribution Margin............. 6,00,000
Less: Fixed expenses.................... 4,80,000
Net operating income $ 1,20,000

Required:
i. Compute CM ratio, BEP in Units & Degree of operating leverage at the last year's sales level.
ii. If variable expenses Increase by $4 per unit next year, how many units will have to be sold to earn

same net profit i.e.; $ 1,20,000.
'Ill. If variable expenses Increase by $4 per unit and the management wants to maintain same CM ratio



10

as last year, what selling price per unit must they charge to cover the increased variable cost? 2
IV. Without resorting to computations, determine the amount of contribution margin for the company at

break-even point.
v. If variable expenses-per unit increase as a percentage of selling price, will it result in a higher or a

lower break-even point? Why? (Assume that the fixed expense remain unchanged)
Question-4
The production department of Priston Company has submitted the following forecast of units to be
produced by quarter for the upcoming fiscal year.

1stQuarter 2nd Quarter 3rd Quarter 4th Quarter
Units to be produced 6,000 7,000 8,000 5,000 10
In addition, the beginning raw materials inventory for the 1st Quarter is budgeted to be 3,600 pounds and
the beginning accounts payable for the 1st Quarter is budgeted to be $11,775.
Each unit requires three pounds of raw material that costs $2.50 per pound. Management desires to end
each quarter with a raw materials inventory equal to 20% of the following quarter's production needs. The
desired ending inventory for the 4th Quarter is 3,700 pounds. Management plans to pay for 70% of raw
material purchases in the quarter acquired and 30% in the following quarter. Each unit requires 0.50 direct
labor-hours and direct labor-hour workers are paid $12 per hour.
Required: 1. Prepare the company's direct materials budget and schedule of expected cash disbursements
f-:;:, purchases of materials for the upcoming fiscal year.

2. Prepare the company's direct labor budget for the upcoming fiscal year, assuming that the direct
labor workforce is adjusted each quarter to match the number of hours required to produce the forecasted
number of units produced.
Question-S 5
a) Distinguish between: i) step variable cost and true variable cost; ii) committed fixed cost and

discretionary fixed cost 5
b) Enumerate budgetary control.
c) What is a self-imposed budget? What are the advantages of self-imposed budget?
Question-6
The following data have been taken from the book of X Company Ltd.

Total Cost(Taka) 28000 29000 23000 20000 22000 17000 18000 24000 26000

3Month January February March April May June July August September
Units Produced 6250 7000 5000 4250 4500 3000 3750 5500 5750

3

Required: i) Determine the fixed and Variable component of cost by using scatter graph method
ii) Express the cost data in the form Y= a + bx
iii) If 7500 units were produced in the month of October, what would be the total cost?
Question-7
X Company Ltd. needs a cash budget for September. The following information is available:

The cash balance at the beginning of September is $9,000.
Sales data of the organization are as follows:

July August September
Cash sales $ 6,500 $ 5,250 $ 5,000

Sales on Account 20,000 30,000 41,000
Sales on account are collected as follows: a) 10% in the month of sale.

b) 70% in the month following sale.
c) 18% in the second month following sale.

Purchases of inventory will total 20,000 for August and $25,000 for September. Accounts
Payable for purchases paid as follows: a) 25% in the month of purchase. b) 75% in the month following
, purchase. c) Selling and Administrative Expenses budgeted $9,000 d) Equipment costing $21,000 will be
purchased for cash during September and dividend totalling $3,000 will be paid during the month.
The company must maintain a minimum cash balance of $6,000. The company can borrow any amount
from its bank to bolster the cash position as needed. Required: Prepare a cash budget for the company.
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