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WARNING

1. PLAGIARISM OR HIRING OF GHOST WRITER(S) FOR SOLVING THE ASSIGNMENT(S) WILL DEBAR THE STUDENT FROM AWARD OF DEGREE/CERTIFICATE, IF FOUND AT ANY STAGE.

2. SUBMITTING ASSIGNMENTS BORROWED OR STOLEN FROM OTHER(S) AS ONE’S OWN WILL BE PENALIZED AS DEFINED IN “AIOU PLAGIARISM POLICY”.

Course: Managerial Accounting (5031)
Semester: Autumn, 2025
Level: M. Com/BS (A&F)
ASSIGNMENT No. 1

Total Marks: 100
Pass Marks: 50

Q. 1
Parker Copies Company provides professional copying services to customers through the 35 copy stores it operates in the southwestern United States. Each store employs a manager and four assistants. The manager earns $4,000 per month plus a bonus of 3 percent of sales. The assistants earn hourly wages. Each copy store costs $3,000 per month to lease. The company spends $5,000 per month on corporate-level advertising and promotion.
(20)

Required:

Classify each of the following costs incurred by Parker Copies as fixed, variable, or mixed:

a. 
Lease cost relative to the number of stores.

b. 
Advertising and promotion costs relative to the number of copies a particular store makes.

c. 
Lease cost relative to the number of copies made for customers.

d. 
Assistants’ wages relative to the number of copies made for customers.

e. 
Store manager’s salary relative to the number of copies made for customers.

f. 
Cost of paper relative to the number of copies made for customers.

Q. 2
The job order costing system is the cost accumulation procedure where the cost of materials, labor, and overheads is applied to a job of production or services where the goods are produced according to the design, features, technical specifications, and quantity as prescribed by the customer. Similarly, in the firms where services are rendered, the job order costing is applied to accumulate the costs incurred on the execution of desired services. 
(20)

The job order costing system is usually applied in concerns like furniture making, tailoring shops, construction of buildings, roads, and bridges etc., professional workshops, accounting firms, engineers, medical centers, film and drama production houses, and some other home appliances undertakings. 


In this connection, choose any organization at your convenience, collect data, and prepare a job order cost sheet. See specimen for guidance. (Inform the class representative about your chosen organization to avoid duplication.)
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Q. 3
What are the objectives for all customers? joint costs over the joint products. How are managerial decisions applied for selling the products at the split off point or its further processing? In arriving at some decision about further processing of some joint products, what costs are relevant to be considered?
(20)
Q. 4
(a)
The Alpha Manufacturing Company is purchasing a particular inventory at the cost of Rs. 300 per unit. Monthly usage is 1,500 units. The ordering cost is Rs. 50 per order, and the annual carrying cost is 16%. Presently, the procurement is based on Economic Order Quantity modelling. A supplier has offered the company for the supply of requisite merchandise at 5% discount if orders in the lots of 3,000 units are placed. Required: Evaluate this offer if the company should accept this offer or purchase the merchandise on an Economic Order Quantity basis.
(20) 

(b)
Royal Home Appliances is selling branded merchandise to consumers. The company uses the FIFO inventory costing method. The following information was extracted from the company’s recent financial statement for the year 2023:

	Cost of Goods Sold 

Income before taxes 
	Rs. 3,700,000

250,000

	Income tax expense 
	105,000

	Net income 
	145,000



The destiny of the financial statement for the year 2023 revealed that had the company been applying the LIFO inventory costing method, its cost of goods sold would have been at Rs. 3,730,000. The rate of income tax applicable to the company is 40% of income before tax.

Required:

i. Explain how LIFO can result in a higher cost of goods sold. Would you anticipate that LIFO would result in a greater or lesser valuation of ending inventories? Defend your answer.

ii. Assuming that the company had been using the LIFO costing method of inventory, compute the following amounts for the current year:


1) Income before taxes 2) Income tax expense 3) Net Income after tax.
Q. 5
Bonanza Company has been in business since last many years, which is manufacturing swimming suits for professionals. Analysis of the company’s financial record for the current year indicates the following: 
(20)
( 
Average Selling price per swimsuit: Rs. 700

( 
Variable cost per swimsuit:

( 
Direct material 
Rs. 280

( 
Direct Labour 
Rs. 120

( 
Variable Overheads 
Rs. 55

( 
Annual fixed cost:
( 
Administrative 
Rs. 250,000

( 
Selling 
Rs. 100,000


Required:
a) 
Compute the contribution margin ratio and contribution margin per unit.

b) 
Compute the breakeven sales revenues and breakeven sales in units.

c) 
If the company desires to earn a profit of Rs. 210,000 per annum, compute the sales revenues and sales units to achieve the target profit.

d) 
The company is considering purchasing a faster sewing machine that will save 
Rs. 35 per swimsuit in labour cost but will raise annual fixed cost by Rs. 50,000 on depreciation. The new sewing machine requires a capital investment of Rs. 500,000 and has 10 10-year useful life. Should the company switch over to a new sewing machine? Draw your recommendations supported by statistical computation.
ASSIGNMENT No. 2

Total Marks: 100
Pass Marks: 50

Q. 1
The management of Good-Fit Trading Company has requested you to prepare a cash budget for June, 2019. The following information is extracted from the record. 
(20)
a) The cash balance on June 01, 2019, is Rs. 410,000.

b) Actual sales for April and May 2019 and budgeted sales for June 2019 are as under: 




April 
   
May
June


Cash Sales 
Rs.    650,000
700,000
830,000


Credit Sales
Rs. 4,000,000
5,250,000
6,000,000      

c) The credit sales are collected over three months at 20% in the month of sale, 60% collected in the month following the sale, and 17% collected in the second month. The balance of 3 % is uncollectible due to bad details.

d) The purchase of merchandise during June is budgeted at Rs. 4,800,000. Thirty percent of a month’s merchandise purchase is paid during the month of purchase, and the balance during the next month. The accounts payable for the May purchase of merchandise amounting to Rs. 3,610,000 are budgeted to be paid during June. 

e) Selling and administrative expenses are budgeted at Rs. 350,000, of which Rs. 30,000 is for depreciation for June.

f) Some computer equipment for the marketing department costing Rs. 70,000 is planned to be purchased on a cash basis during June.

g) The dividends totaling Rs. 450,000 are budgeted to be paid during June.

h) The company has received a final notice from the Tax Department for payment of Rs. 420,000, which is to be paid during June.

i) A minimum cash balance of Rs. 400,000 is to be maintained at the end of each month. The company has a line of credit available from the bank to maintain the required cash balance through a loan, if needed.

Required:

1) Prepare a schedule of budgeted cash collection for June.

2) Prepare a schedule of budgeted cash disbursement for the purchase of merchandise during June.

3) Prepare a cash budget for June, indicating the amount of borrowings from the Bank, if needed.

Q. 2
Dawn Surgical Products Company produced 250,000 pairs of gloves being used in operating theatres of hospitals by the doctors and paramedical staff. The manufacturing process of gloves is performed by machines at 500 pairs of gloves per hour. Each pair of gloves requires 0.90 square feet of latex, which has a standard price of Rs. 80 per square foot. The wages of factory technicians are paid at Rs. 150 per hour. During June, the company experienced Rs. 160,000 as an unfavourable material quantity variance. The company purchased 40,000 square feet of latex material more as compared to its consumption in the manufacturing process of gloves. The unfavourable material price variance for the period was registered at 
Rs. 240,000. The unfavourable total labour variance amounting to Rs. 10,250 was noticed, which related to 550 total actual labour hours for the production of the gloves.
(20)
Required:
Compute the following information: -

1. Standard quantity of material for production actually achieved.

2. Actual quantity of material used.

3. Actual quantity of material purchased.

4. Actual price of material purchased.

5. Standard labour hours for actual production achieved.

6. Labour efficiency variance.

7. Actual labour rate per hour.

8. Labour rate variance.

Q. 3
The Standard Manufacturing Company is producing room chairs for domestic use. The opening inventory of chairs of 500 units had a cost of Rs. 455 per chair under absorption costing. During the year, it produced 12,500 chairs and sold 10,000 chairs. The manufacturing cost consisted of Rs. 130 for direct material, Rs. 120 for direct labour, and variable overheads amounted to Rs. 80 per chair. The fixed overheads were Rs. 1,562,500 per annum. The production volume and cost structure have remained constant throughout the last and current year. The sale price per chair was Rs. 650. The variable selling expenses were Rs. 25 per unit, and fixed selling and administrative expenses were Rs. 800,000 per annum.
(20)
Required:
a. 
Prepare an income statement under absorption costing for the year.

b. 
Prepare an income statement under variable costing for the year.

c. 
Prepare a reconciliation statement of the net income as reported under absorption costing with the variable costing.
d. 
Which of the income statements should be used by the management for external reporting purposes? Support your recommendations with appropriate arguments.

Q. 4
Wayne Company makes two types of circuit boards. One is a high-caliber board designed to accomplish the most demanding tasks; the other is a low-caliber board designed to provide limited service at an affordable price. During its most recent accounting period, Wayne incurred Rs. 170,000 of inspection costs. When Wayne recently established an activity-based costing system, its activities were classified into four categories. Categories and appropriate cost drivers follow.
(20)
	
	Direct 
Labor Hours 
	Number 
of Batches
	Number 
of Inspectors
	Number
of Square Feet

	High caliber
	3,000
	20
	3
	30,000

	Low caliber 
	14,000 
	20
	2
	70,000

	Total 
	17,000 
	40
	5
	100,000

	
	
	
	
	



Required:

Allocate the inspection cost between the two products assuming that it is driven by (a) unit-level activities, (b) batch-level activities, (c) product-level activities, or 
(d) facility-level activities. Note that each allocation represents a separate alternative. In other words, the Rs. 170,000 of inspection cost will be allocated four times, once for each cost driver.

Q. 5
Sialkot Instruments Manufacturing Company is producing dental instruments. The cost of manufacturing component “X” of the instrument is as under:
(20)
	Direct material 
	Rs. 500

	Direct labour
	Rs.300

	Manufacturing overheads
	Rs. 450

	Cost per unit
	Rs. 1,250



The overhead cost is 150% of the direct labour cost, which comprises 50 % of the direct labour cost as variable OH cost and the remaining 100% of the direct labour cost as fixed overhead cost. A vendor has offered to supply the component “X” to the company at the price of Rs. 1,000 per unit. The company requires 8,000 units annually.

Required:
a. In case, outsourcing of component “X” is decided, what would be the impact of cost on the component for the fixed part of overhead cost?
b. Assume that the company to rent out its facilities at the monthly rent of Rs. 160,000, evaluate whether the outsourcing of component “X” should be feasible or otherwise.

c. Assume that the company decides to use idle capacity to manufacture another product that would contribute Rs. 250,000 per month. Should this proposal be recommended to the management for a decision instead of renting out the facilities? Support your recommendations with necessary data.
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