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TRIBHUVANUNIVERSITY 

FACULTY OF MANAGEMENT Office 

of the Dean Full Marks: 60 

 2014 Time: 3 hrs. 

BIM/ Fifth Semester/ACC 202: Cost and Management Accounting 

Candidates are required to answer the questions in their own words as far as practicable 

Group"A" 

Brief Answers Questions: [5 2=10] 

1. Explain briefly about the fixed cost with any of its two characteristics. 

2. The following data have been collected with regard to output and cost 

Output (units) 100,000 140,000 

Total cost (Rs) 500,000 620,000 

Required: Total cost for 120,000 units. 

3. The following extracts of a workshop are available. 

Actual hours worked 2,000 

Fixed overheads (5,000 hours normal 

capacity) 

Rs 20,000 

Actual production 30 units 

Standard man hour per unit 70 

Standard variable overhead rate Rs 6 per hour 

Actual overhead paid Rs, 32,500 

 Required: a. Efficiency variance b. spending variance 

4. Following are the information: 

Total current assets of a company including its inventory value of Rs. 800,000 amounted to Rs 2,000,000. 

The amount of working capital of the company during the period was Rs. 1, 20,000. 

 Required: a. Amount of current liabilities b. Quick ratio. 

5. The following cash flows are given: 

Year 0 1 2 3 4 5 

cash flows (Rs) -100,000 20,000 30,000 40,000 40,000 50,000 

Required: Net Present Value at 10% 

Group"B" 

Short answer questions: [4 x 5 = 20] 

6. XYZ Company produces and sells two products. The following particulars of the product "X" and "Y"are 

available. 

 Product X Product Y 

Selling price per unit(Rs) 20 24 

Variable cost per unit (Rs) 10 20 
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The fixed cost for the period 

are: 

Separated fixed cost: 

Rs 400,000 Rs 200,000 

Joint fixed cost Rs 200,000 

 Required: a. Overall BEP in units, if sales Mix are 3 units of X and 2 units of Y. 

b. Required sales in units to earn profit Rs 150,000, if both products are sold in equal 

proportion. 

7. A manufacturing company with normal capacity of production of 50,000 units supplied the following information 

for the year ended Chaitra 2069. 

Production (Units) 60,000 

Sales (units) 70,000 

Closing stock(units) 20,000 

Fixed manufacturing cost Rs 100,000 

Fixed non-manufacturing cost Rs 50,000 

Direct material cost per unit Rs 10 

Direct labour cost per unit Rs 6 

Variable manufacturing cost per unit Rs 6 

Variable non-manufacturing cost per 

unit 

Rs 2 

Selling price per unit Rs 30 

Required: 

a. Income statement under absorption costing 

b. Re-conciliation statement showing profit of variable costing 

8. The following are the expenses for a normal capacity of 20,000 units of production 

 Direct material Rs 800,000 

 Direct labour Rs 600,000 

Mixed overhead 

 Indirect expenses Rs 200,000 (40% variable) 

 Maintenance expenses Rs 600,000 (40% fixed) 

 Office expanses Rs 50,000 (100% fixed) 

 Depreciation Rs 100,000(100% fixed) 

 Power and fuel Rs 800,000(70% variable) 

Required: Flexible budget for 60% and 80% production levels 

9. A manufacturing company received a special order to supply 30,000 units f its product at Rs 16 per unit from a 

customer. The unit cost of the product at normal capacity are as follows: 

 Direct material cost Rs 3.00 

 Direct labor cost Rs 2.75 

 Variable overhead cost Rs 1.50 

 Fixed overhead cost Rs 1.00 

 Total cost per unit Rs 8.75 

The normal capacity of output is 100,000 units and the company at present producing and selling 90,000 units at 

Rs 20 per unit. 
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Required: 

a. Differential income statement to decide whether the company should accept the order. 

b. Opportunity cost of the special order. 

Group"C" 

Comprehensive answer questions: [30] 

10. The balance sheet of a manufacturing company as on 31st Ashadh of year 1 are summarized below: 

Balance sheet on 31st Ashadh of the year 

Liabilities and capital Amount (in 

Rs) 

Assets Amount (in 

Rs) 

Share capital 

Account payable 

Wages outstanding 

Loan (Payable in 

Shrawan) 

556,000 

114,000 

90,000 

40,000 

Plant 

Inventory: 

Raw material (30,000 units at Rs 2) 

Finished product (18,000 units at Rs 

12) 

Account Receivable 

80% of Ashadh sales 

40% of jestha sales 

Cash 

150,000 

60,000 

216,000 

192000 

108,000 

74,000 

Total 800,000 Total 800,000 

The forecasted sales of the company are as follows: 

Months Sharwan Bhadra Ashwin Kartik Mansir 

Sales (units) 18,000 20,000 18,000 20,000 20,000 

Selling price per unit will be Rs 15 and sales will be on credit. 20% of sales will be collected in the month of sales 

and balance will be collected equally in the following month and next two months of the sales. 

One unit of finished product requires 3 units of raw material and cost of one unit of raw materials will be Rs 2 

per unit. Raw material will be purchased on credit basis, which is payable after the month of purchases. The 

direct wages per unit of finished product will be Rs 5 payable in the next month. The manufacturing variable 

overhead per unit will be Rs1 per unit and fixed manufacturing overhead per month will be Rs 10,000. The 

overhead will be paid in the same month of expenses. 

The company has decided to purchases a plant costing Rs 80,000 at the end of 31st Ashwin of the next year and 

at the same date, a plant with book value of Rs 50,000 will be sold for Rs 60,000.Depriciation per month will be 

Rs 2000 which is not included in the manufacturing fixed overhead. The dividend on equity capital amounting 

to Rs 50,000 will be distributed on 31st Ashwin of the year 1. 

Required: 

a. Production budget for the three months, Sharwan, Bhadra, Ashwin. [4] 

b. Raw material purchases budget for the same period. [4] 

c. Cash budget for the same period. [8] 

d. Budget income statement for the three months ended 31st Ashwin. [4] 

e. Budgeted balance sheet on 31st Ashwin. [4] 

f. Projected cash flow statement for the three months ended 31st Ashwin. [6] 
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TRIBHUVANUNIVERSITY 

FACULTY OF MANAGEMENT 

 Office of the Dean Full Marks: 60Time: 3 hrs 

2011 

BIM / Fifth Semester / ACC 202 : Cost and Management Accounting 

Candidates are required to answer the questions in their own word as practicable. 

Attempt ALL Question: 

Group“A” 

Brief Answer Question: [5 2=10] 

1. Define Break-even point. 

2. The following data have been provided regarding output and cost: 

Output(Units) 150 300 450 750 1050 Cost (Rs) 2,700 3,900 5,100 7,500 

9,900 

Required : Segregation of cost by using high-low method. 

3. The following are the figures related to a company: 

 Sales (Rs) 10,00,000 

 Cost of goods sold 7,00,000 

Required : Gross Profit ratio 

4. The standard material and standard cost per kg of material required for the production are as follows: 

Standard quantity of material per unit 5 kg 

Standard price per Kg of material Rs.10 

Actual production 4,000 units 

Actual quantity of material used 21,000 kgs 

Actual price per Kg of material Rs.9 

Required : i. Material price variance ii. 

Material usage variance 

5. A manufacturing company’s cost structure at two different level of output are provided: 
Output (Units) 10,000 20,000 

Semi-variable cost (Rs) 1,00,000 1,50,000 

Required : Budget for production volume of 7,500 units 

Group 'B' 

 Short Answer questions: [4 5=20] 

6. A manufacturing company supplied the following particulars for the last year: 

Normal capacity 1,00,000 units 

Production 90,000 units 

Opening inventory 40,000 units 

Sales 1,20,000 units 

Direct material cost Rs.5 per unit 

Direct labor cost Rs.3per unit 

Manufacturing variable cost Rs.2 per unit 



www.studynotesnepal.com 

Selling and distribution variable cost Re.1 per unit 

Manufacturing fixed overhead cost Rs.6,00,000 

Selling and distribution fixed cost Rs.4,00,000 

Selling price per unit Rs.25 

Required : Income statement under Absorption Costing. 

7. A company is using a machine having book value of Rs.50,000 at present and can be sold for Rs.40,000. The existing 

machine will have zero book and cash salvage value at the end of its remaining five years life. 

The company can purchase new machine costing Rs.1,30,000 to replace the old machine. The efficiency of new machine 

requires additional working capital of Rs.15,000 which is to be permanently tied up during its five years period. The 

purchase of new machine will increase the sales revenue by Rs.20,000 and saves operating expenses Rs.20,000 every 

year during the life period. The company is in tax bracket of 40% and required rate of return is 10%. 

Required : i. Net cash outlay ii. Differential annual 

cash inflows (CFAT) 

iii. Net present value (NPV) 

8. A manufacturing company produces and sells two product ‘Quick’ and ‘Fast’ provides the following information: 
Products Quick Fast 

Sales (Units) 15,000 5,000 
Selling price per unit Rs.30 Rs.10 

Variable cost per unit Rs.15 Rs.5 

Total Fixed cost 

Required : i. Overall BEP sales in units 

Rs.65,000  

ii. Required sales units to earn before tax profit of Rs.15,000 

9. A manufacturing company received a special order to supply 20,000 units of its product at Rs.8 per unit form a 

customer. The unit cost of product at normal capacity as follows: 

Direct material cost Rs.3.00 

Direct labor cost Rs.2,75 

Variable overhead Rs.1.50 

Fixed overhead Rs.1.00 

Total unit cost Rs.8.25 

The normal capacity of output is 90,000 units and the company at present producing and selling 75,000 units at Rs.10 per 

unit. The company cannot produce more than normal capacity. 

Required : Differential Income Statement to decide whether the company should or should not accept the order. 

Group 'C' 

 Comprehensive Answer Qustions: [30] 

10. The balance sheet and sales of a trading corporation of one quarter of the completed year have been summarized 

below: 

4th quarter sales, Rs.1,50,000 of completed year 2066. 

Liabilities and Equities Amount (Rs) Assets Amount(Rs.) 

Share Capital 5,50,000 Fixed Assets (Net of depreciation a year Rs.1,00,000) 8,00,000 

18% bank loan 2,00,000 Merchandise inventories 1,20,000 

Accounts payable 1,20,000 Account receivable 42,000 

Retained profit 1,12,000 Cash 20,000 

Total 9,82,000 Total 9,82,000 
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Forecasted sales for coming year: 

Year  2067  2068 

Quarter 1st 2nd 3rd 4th 1st 

Sales (Rs) 2,00,000 2,50,000 3,00,000 3,50,000 4,00,000 

The gross margin on sales will be 40% of sales. Sales will be 30% on cash basis and 70% on credit. The 60% of the 

credit will be collected in the quarter of sales and 40% of the credit will be collected on next quarter of sales quarter. 

The corporation has followed a policy of keeping merchandise inventory required to meet next quarter’s sales and 

minimum cash balance of Rs.20,000 is to be maintained every quarter. The administration cost other than depreciation 

Will be Rs.50,000 per quarter and selling expenses will be 10% of forecasted sales. The company has followed straight 

line method (SLM) of depreciation at 10% per annum on Fixed assets, original cost Rs.1000,000 . The purchase will be 

paid in the next quarter of purchase, administration and selling expenses will be paid in the quarter , they incurred. At the 

end of 4th quarter half of the bank loan will be paid with interest. At the beginning of 1st quarter, a fixed asset costing 

Rs.2,00,000 will be purchased. At the same time, a fixed asset (book value Rs.1,60,000) will be sold for Rs.2,00,000. 

The line of credit will remain open to meet the cash deficiency at 12% per annum. The borrowing will be in multiple 

of Rs.10,000 and repayment in multiple of Rs.5,000. The interest is paid when loan is repaid. 

Note: A year equivalent to four quarter and an quarter covers three months period. 

Required: 
a. Merchandise purchase budget for the coming year. [4] 

b. Administration and selling expenses budget for coming year. [2] 

c. Cash collection and disbursement budget for coming year. [7] 

d. Budgeted income statement for coming year. [4] 

e. Budgeted balance sheet for coming year. [6] 

f. Projected cash flow for coming year, use direct method. [7] 



 

TRIBHUVANUNIVERSITY 

FACULTY OF MANAGEMENT 

 Office of the Dean Full Marks: 60Time: 3 hrs 

2009 

BIM / Fifth Semester / ACC 202 : Cost and Management Accounting 

Candidates are required to answer the questions in their own word as practicable. 

Attempt ALL Question: 

Group“A” 

Brief Answer Question: [5  2 = 10] 

1. Explain any four feature of Management Accounting. 

2. The details of cost of goods sold at various levels of sales activities of a manufacturing company have 

been presented below. 

Production units 100 200 300 400 500 

Cost of goods sold (Rs) 200 300 400 500 600 

3. A manufacturing company has normal capacity of 100,000 units with fixed cost Rs.500,000. The cost 

of producing one unit is Rs15 at normal capacity. 

Required : Develop flexible budget formula and predict cost at production volume of 80,000 units. 

4. The sales turnover and profit of a firm for two different period are. 



 

Period I II 

Sales Rs.2,00,000 Rs.2,50,000 

Profit Rs.25,000 Rs.50,000 

Required : a) PV Ratio b) Break Even Sales 5.

 What is variable cost? How does it differ from fixed cost? 

Group 'B' 

 Short Answer questions: [6 5=30] 

6. Define cost accounting. How is cost accounting differ from the management accounting. 

7. Nebico Pvt. Ltd. uses the following unit costs for the one product it manufactures: 

Cost per unit 

 
Direct Material Rs.30.00 

Direct labour 

Manufacturing overhead: 

20.00 

Variable cost 5.00 

Fixed cost (based on 20,000 units per year) 

Selling general and administrative: 

5.00 

Variable cost 5.00 

Fixed cost ( based on 20,000 units per year ) 5.00 

 
The projected selling price is Rs.80 per unit. The fixed costs is Rs.100,000. Management has also 

projected the following data for 2009. 



 

 Units 

Beginning Inventory 1,000 

Production 12,000 

Available for sales 13,000 

Sales 10,000 

Ending Inventory 3,000 

Required : Projected income statement for 2009 under absorption costing. 

8. A company is considering to purchase of a machine. Two machine are available each costing 

Rs.25,000. Each has an expected life of 5 years. The cost of capital is 10% . Net cash flows during the 

expected life of the machines are given below: 
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Required : Which machine should be purchased using Net present Value and why? 

9. A company furnished the following information. 

Sales price Rs.20 per unit 

Variable Manufacturing cost Rs.10 per unit 

Variable selling cost Rs.5 per unit 

Fixed Factory overhead Rs.5,00,000 per year 

Fixed Selling cost Rs.250,000 per year 

Required : 

a) Break even point in rupees 

b) Projected profit on sale of 200,000 units 



 

c) Number of units that must be sold to earn a profit after tax of Rs.60,000. (Assume corporate 

tax rate 50%) 

10. In a factory, a gang of workers normally consists of 20 men, 10 women and 10 boys. They are paid at 

standard hourly rates of Rs.10, Rs.8 and Rs.5 respectively. In a normal week of 40 hours, the gang is 

expected to produce 2000 units of output. During the week ended 31st December 2008, the gang 

consisted of 30 men, 5 women and 5 boys. The actual hourly wages paid were @ Rs.8, Rs.7 and Rs.5 

respectively. Four(4) hours were lost due to abnormal idle time and produced 1600 units. 

Required : Labour cost, efficiency, mix, yield and idle time variance. Or, 

Saraswati Co. Ltd clost its books of accounts on 31st Asadh each year. The balance sheet and income 

statement for last year were as under. 

Balance Sheet 

Liabilities + Capital Rs. Assets Rs. 

Share capital at Rs.100 each 100,000 Machinery and plant 40,000 

Retained Earning 26,000 Other Fixed Assets 60,000 

Long Term Debt 50,000 Cash at Hand 8,000 

Accrued Expenses 6,000 Cash at Bank 4,000 

Bills Payable 10,000 Sundry Debtors 20,000 

Sundry Creditors 34,000 Marketable Securities 48,000 

Tax payables 4,000 Inventories 50,000 

Total 230,000 Total 230,000 

Income Statement 

Net Sales:  Rs.300,000 



 

Less: Cost of goods sold  Rs.155,000 

Gross Profit  Rs.145,000 

Less: Other Expenses   

Administrative Expenses Rs.40,000  

Selling Expenses Rs.30,000  

Depreciation Rs.10,000  

Interest Rs.10,000  

Others Rs.15,000  

Total Expenses  Rs.105,000 

Earning Before Tax  Rs.40,000 

Less: Income Tax  Rs.20,000 

Earning After tax  Rs.20,000 

 Required : (a) Current Ratio (b) Quick Ratio 

(c) Debt Equity Ratio (d) Inventory Turnover Ratio (e) Average 

Collection Period (f) Capital Employed Turnover Ratio 

11. The information relating to overhead costs are as follows: 



 

(a) Standard capacity based on normal capacity 5,000 hours. 

Fixed Overhead Rs.5000 

Variable overhead Rs.5000 

Total Rs.10,000 

(b) Standard hours produced 4,250 hours 

(c) Actual hours worked 4,300 hours 

(d) Actual overhead incurred https://genuinenotes.comRs.9,000 

Required: Overhead three variances. 

Group 'C' 

Comprehensive Questions: [2 10=20] 

12. National Trading Company has gathered the following information to prepare master budget of 2009. 

Balance Sheet on January 1, 2009 

 Rs.   Rs. 

Equity 

10% debenture 

Retained earnings 

150,000 

20,000 

26,000 

Merchandise inventory 

Account receivable: 

November sales 

December 

Cash at bank 

16,000 

60,000 

100,000 

76,000 

20,000 

 196,000   196,000 

Merchandise sales budget 

Particulars/Months Jan Feb Mar Apr 



 

Sales revenue (Rs) 200,000 300,000 350,000 300,000 

Sales would be 20% in cash and 80% on credit. Credit sales would realize 50% in the month of sales, 

30% in the next month; 20 in the following next month of sales and bad debts are negligible. All 

expenses including purchases would be paid in the same month of expenses and purchases. Gross 

profit margin would be 50% on sales and administrative and distribution expenses would be 10% of 

gross sales. 

Sufficient merchandise inventory would be maintained to meet next month's sales need. The company 

would desire to have minimum cash balance of Rs.20000. The 10% debenture would retire on January 

1st, and payable at a premium of 10%. 

A line of credit in a multiple of Rs.10000 at an interest rate of 12% would be available to meet cash 

shortage and repayment would be in multiple of Rs.5000 with the interest on principal repaid. 

Required : (a) Merchandise purchase budget. 

(b) Projected income statement 

(c) Cash collection and disbursement budget. (d) Balance 

Sheet as on 31st March 2009. 

13. The income statement and the Balance Sheet of two different years of the company has been given 

below: 

Income Statement  

Sales Revenue Rs.600,000 

Cost of Goods Sold  



 

Gross Margin 
 

Less: Operating Expenses:  

Depreciation 80,000 

Other Operating Expenses 1,00,000 

Debenture Premium  

Total operating Expenses 
 

Net Income Before Other Income 60,000 

Add: Profit on sale of Fixed Assets (Book 

Value Being 20,000) 

10,000 

Less: Dividend Paid (20,000) 

Retained Earnings 50,000 

Comparative Balance Sheet 

Liabilities This Year 

(Rs) 

Last Year (Rs) Assets This Year 

(Rs) 

Last Year 

(Rs) 

Share Capital 600,000 500,000 Fixed Assets 800,000 600,000 

Share Premium 60,000 50,000 Inventories 100,000 50,000 

10% Debenture 50,000 100,000 Accounts receivable 100,000 150,000 

Bills Payable 40,000 50,000 Cash at Bank 50,000 100, 

Accounts 

Payable 

150,000 https://genui100,000 nenotes.com   



 

Retained Earning 150,000 100,000    

 1,050,000 900,000  1,050,000 900,000 

Required: Cash flow statement showing cash from operating, investing and financing activities. 

Or, 

Choudhary Groups P Ltd produces of three standard products called LG TV, LG Refrigerator, LG Monitor. 

The results of the operation for the last month ending December 2008 are presented below in an income 

statement. 

Particulars LG 

Television 

LG 

Refrigerator 

LG 

Monitor 

Total 

Sales units 100 100 100 300 

Sales Revenue (Rs) 400,000 60,000 100,000 1,100,000 

Less: Cost of production: 
Direct Material 

Direct Labour 

Variable overhead 

Fixed overhead 

80,000 

80,000 

40,000 

80,000 

120,000 

120,000 

60,000 

120,000 

20,000 

20,000 

10,000 

30,000 

220,000 

220,000 

110,000 

230,000 

Total cost of production 280,000 420,000 80,000 780,000 

Gross Margin 120,000 180,000 20,000 320,000 

Less: Selling and administrative costs 

Variable selling & Adm. cost 

Fixed selling & Adm. cost 

20,000 

40,000 

30,000 

60,000 

5,000 

20,000 

55,000 

120,000 



 

Total 60,000 90,000 25,000 175,000 

Net income before tax 60,000 90,000 (5,000) 145,000 

The result of operation shows that LG monitor has suffered losses for years. Therefore, the management 

is considering to drop out LG monitor from its production schedule. If it does, the company can increase 

the sales of its other products by 10%. 

Required : 

(a) Should the company drop the LG Monitor? Show your calculation to support your answer. 

(b) What would be your decision, if the idle space can be rented out for Rs.20,000. 
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