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Attempt ALL questions.

Answers must be neal, relevant and bref

Use of non-programmable scientific calculators of O Casio fx-82 LB, O
Casio fx-82 Super. O Casio fx-350 D, O Casio fx350 HA models is allowed
In marking paper, the examiners take into account clarity of exposition, fogic
of argument, effective presentations, language and use of clear
diagram/chart where appropriate. -

Read the instructions printed on the top cover of answer scrip! CAREFULLY
before attempting the paper,

DO NOT write your Name, Reg. No. or Roll No, any where inside the answer
seript

Question No, 1 “Multiple Choice Question” printed separately. is an inlegral
pan of this paper

Q2 (a
{b}

Marks
What are the limitations of break-even analysis? 5

Muzammal & Co. is a whole-sale distributor of candy. Small but
steady growth in sales has been achieved by the company over
the past few years while candy prices have been increasing. The
company is formulating its plans for the coming fiscal year.
Presented below are the data used to project the curent year's
after lax net income of Rs. 110,400

Average sale price per box (Rs) 400
Average variable cost per box. Rs.
Cost of candy. 200
Marketing Expanses 0.40
Total 240
|==E
Annual Fixed Costs: BRs.
Marketing Expenses. 160,000
Administration Expenses. 280,000
Total 440,000
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Expected annual Sales volume (390,000 boxes) = Rs. 1560000, Marks
Income tax rate is 40%.

The manufactuerer has announced that it will increase prices of its prod-

utts on an average of 15% In the coming year due to increases in mate-

nal and labour costs. The company expects that all other costs wil

famain at the same rales and lavels as that of the current year

Required :

Q3

(I The break even point in boxes of candy for the current year, 6
(i) The Sales Price per box, the company must charge to cover the  ©
15% increase in the cost of candy and still maintain the current

contnbution margin ratio,
(m} - The volume of Sales (Rs ) the company must achieve in the com- 6
ing year o maintam the same nat income a3 projected for the cur-
rent year if the sales price remains at Rs. 4 per bax and the cost
of candy increases by 15%.

(@ The adverising policy of @ company inciudes showing the plantte &
customers. Visitors are receved and guides are provided from the
Production Staff,

(1) How should this cost be treated in the records?
(1) Whal adequate control of this expenddure can be provided from
the: poent of view of production and sales promotion.

(B) Asim & Co. manufactures a product which sells for a well estab-
lished price of Rs. 15/ under present business conditions. The
company is operating al 40% of capacity with production and sale
of 6000 units per manth
An analysis of costs for recent month shows

Rs
Direct labour 13,000
Superintendant’s salary 2,200
Depreciation of bullding (Straight line method) 2,000
Dhrect malenals 8.700
Heat and light 400
Indirec! |abour g 2.800
Miscellaneous supphies 1,000
Deprecialion of machinery (Straight line method) 4,500
Machinery repairs B00
Fropary ax 200
Fire Insurance 100
Miscellanedus expenses. 1,400

Total 37,500
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Reguired :

Q4

3

The tolal marketing expensas were Rs. 30,000 which included Rs.
1,800 for packing and shipping. The sales on the special order
would require a similar unit cost for packing and shipping The tolal
adminisirative and general costs were Rs. 4,200,

An offer has been received from a large chain store 1o purchase
72,000 wnits 1o be shipped in equal numbers each month dunng
the coming year These units would be manufactured with shight
madfications under the chain store labal. The price offerred was
Rs. B- per unit,

The management of Agim & Company does not expect any
improvemant in business conditions and feels thal the chain
slore’s sales will nol affect Asim & Company's sales. The man-
agement is a bit hesitant to accepl this order, feeling that it will
reduce the present operating profit

An analysis cemparing the operating results if the order is or 15 not
accepled assuming thal vanous items are erther completely fixed or
variable, depending upon the dominant charactenstics of each ilem and
the data green,

(@)

(b}

The development of a budgetary control Programme requires spe-
cific systems and procadures needed in carrying out manage-
ment's functions of planning, organising and controlling. Discuss
these systems and procedures.

Pearl Company provides actual data for for the year 2003 and bud-
geted data for the year 2004, as per following datals:

Detomber December

J 31,2003 31, 2004

Padiculars g5 Rs
Trade accounts receivable, 840,000 780,000
Merchandise inventory . 1,500 000 1,400,000
Actouns payable-merchandise. 950,000 480,000

Budgeted sales for the year 2004 are Rs. 12.000,000. Sales for
the year 2003 were Rs. 11,000,000. Cash sales average 20% of
total sales each year, .

Cost of goods sold for the year 2004 is estimated to be
Rs. 8,400,000,

Budgeted (2004) variable general & administrative expenses are
Rs. 1,200,000. These expenses vary in proportion 18 sales and are
pad S0% in the year incurred and 50% in the following year,
Unpaid variable expenses are not included in accounts payable
reported above.

Marks
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Fixed general and administrative expenses, nduding Rs, 350,000 Marks
tor depreciation and Rs. 50,000 for uncollectible account expens-

es lotal Rs. 1,000.000 per year. Expenses involving cash pay-

ments are paid 80% i the year incurred and 20% in the following

year. Unpaid fixed expenses are nol included in accounts payable
reponed above.

Compute:

Q5 (a

(b)

Required :

() Cash to be collected in the year 2004 resulting from salesin 5
the years 2003 and 2004

(1} Cash to be disbursed in the year 2004 for purchase of mer. 5
chandise,

{m) Cash to be disbursed in the year 2004 for vanable and fixed 5
general and adminisirative expenses

Descnbe any five of the charactenistics which distinguish process 6
costing from job-order costing  Tabulate your answer,

Two machines are being evaluated for possible purchase
Forecasts relating to the two machines are as under :

Particutars Machine 1 Machne 2
Rs, Bs.
Purchase price. 50,000 80.000
Estimated life, 4 Years 4 'fears
Estimated scrap value None Nose

Annual cash benefils before income tax are given below:

Yo A Bs
1 25 000 45000
2 25,000 18,000
3 25,000 23,000
4 ; 25000 25,000
Income Iax rate 40% 4%

Compute nel present value ndex for machine 1 and machine 2, using 17
an 8% discount rate.

THE END



