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THE INSTITUTE OF BANKERS, BANGLADESH (IBB)
94TH BANKING DIPLOMA EXAMINATION, 2022

MANAGEMENT ACCOUNTING (MA)
Subject Code :

DAIBB

Time—3 hours and 30 minutes
Full marks—100
Pass marks—50

[N.B. The figures in the right margin indicate full marks. Answer any five questions.]

—Comment on the statement.

7 () Briefly discuss the techniques of Management Accounting.

fa) Explain the following cost terms with examples :

(i) Overhead cost (i) Relevant cost (iii) Opportunity cost,
(b) The following figures are available from the books of Best Manufacturing Co. for the year 14

ended 31-12-2021:

Materials : Taka
Stock on 1-1-2021 10,000
Stock on 31-12-2021 20,000
Purchase during 2021 1,00,000
Wages 75,000
Required :

Profit for the year
Selling overhead
Factory overhead

Administrative overhead

Marks

{ & -, Define Management Accounting. “Management Accounting is useful in Banking operations” 12

8
6

Taka

60,000
50,000
45,000
42,000

(i) Prepare a Cost Sheet showing prime cost, cost of production, cost of sales and sales.

(i) Tn 2022 the factory receives an order for a job which will require materials Tk. 12,000
and wages Tk. 7,500. Ascertain the price of the job if the company intent to eam a
profit 10% higher than the percentage of profit earned on 2021. Assume that factory
overhead has gone up by 16 %% and selling overhead has gone down by 20% in 2022.
Further assume that factory overhead is recovered as a percentage of the wages and
administrative and selling overhead as a percentage of works costs.

(a) Define Break-even point. What are the reasons of changing Break-even point?

(b) AZ Company's forecast indicatg a net profit of 5% on annual sales of 20,000 units at Tk. 20 15

each and with variable cost estimated at Tk. 15
Director to be unsatisfactory and so four proposal

The four proposals are :

per unit. This is regarded by the Managing
s are put forwarded to improve the situation.

(n Admmismhnmwonnmgiuulhnsismbecamﬂizdmdhmdweﬁudmbymllﬂm;

(2) Institute a cost reduction program to save Tk. 1-00 per unit of variable costs;

(3) Increase of units sold by 20% although this would reduce selling price by 5%;
(4) Increase selling price by 10% although this would reduce the number of units sold by 5%.

Calculate for each proposal separately :
(i) The new profit achieved;

{ii) The percentage return on sales value; )
(ifi) The new break-even sales volume in units.
From the following Balance Sheets and other information relating to two companies in the same 20

industry, calculate :

(i) Profitability ratio to indicate which company is operating more profitability;
(i) Liquidity ratio to test which company is in a better position to pay of its short-term debts;
(i) Activity ratio showing stock turnover ratio and assets turnover ratio;
(iv) Which company may be extended a loan of Tk. 20,00,000 at 12% interest?
(v) Which company retains the larger portion of income in the business?
Balance Sheet as on 313t December, 2020

Assets Southern Ltd. (Taka)
Cash . 1,80,000
Accounts receivable 3,30,000
Merchandise inventory 12,30,000
Prepaid expenses 30,000
Plant & equipment 16,95,000
Total assets 34,65,000

-

2,50,000
6,30,000
9,50,000
70,000
24,00,000

43,00,000

Eastern Ltd. (Taka)
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Liabilities & Equity Southern Lid. (Taka) Eastern Ltd. (Taka)
Accounts Payable 2,40,000 2,50,000
Sundry Creditors 6,60,000 8,00,000
10% Debentures 5,00,000 10,00,000
Retained Earnings 9,65,000 5,00,000
Share Capital of Tk. 100 each 11,00,000 17,50,000
Total 34,65,000 43 00,000
Other related information from income statement :
Sales 56,00,000 £2,00,000
Cost of goods sold 40,00,000 64,380,000
Other operating expenses 8,00,000 8,60,000
Interest expenses 40,000 80,000
Income tax 3,00,000 3,10,000
Dividends | 1,50,000 2,00,000
5. (a) Why is cash budget dependent on both operating and capital budget? 4

(b) Hamdard, a producer of herb-based sunscreens is ready to beﬂn its third quarter in which 16
peak sales occur. The company has requested a Tk. 40,000, 90 day loan from its bank to help
meet cash requirerpent during the #mer. Since Hamdard has experience difficulty in payin
off its loans in the past, the loan officer of the bank has asked the company to prepare a casﬁ
budget for the quarter. In response to this request, the following data have been assembled :

(1) OnlJuly 1, the beginning of the third quarters, the company will have a cash balance of Tk. 44,500.
(2) Actual sales for the last two months and the budgeted sales for the third quarter are as
follows (all sales are on account) :

Taka
May (Actual) 2,50,000
June (Actual) 3,00,000
July (Budgeted) ~ 4,00,000
August (Budgeted) 6,00,000
September (Budgeted) 3,20,000

Past experience shows that 20% of the month sales are collected in the month of sales 70% in the
following month of sales and 5% in the second month following sale. The remainder is
uncollectible.
(3) Budgeted merchandise purchases and budgeted expenses for the third quarter are given below:
July ()  August (3) Sepitnmber ($)

Merchandise purchase 2,40,000 3,50,000 ,75,000
Salaries and wages 45,000 50,000 40,000
Advertising 1,30,000 1,45,000 80,000
Rent payments 9,000 9,000 9,000
Depreciation 10,000 10,000 10,000

Merchandise purchases are paid 50% in the month of purchase and the remainder in the next month.
Accounts payable for merchandise purchase on June which will be paid during July total § 90,000.
(4) Equipment costing $ 10,000 will be purchased for cost during July.
(5) In preparing cash bud, assume that company needs to maintain a minimum cash
balance of § 30,000 at the end of each month.
(6) Company can borrow the money from the bank and paid off the loan at the end of the
quarter if possible. Ignore the interest.
Required : Prepare a cash budget by month and in total for the third quarter. [Show all the
necessary working and the calculations.]

6. (a) Why is it necessary 10 convert accrual basis net income to cashbasis ‘net income when 5
= ___,r.--——.‘___________________..-—'

preparing a statement of cash flows? .
(b) Comparative balance sheets of SME company are shown below : ; 15
SME Company
Comparative Balance Sheets, December 31
’ Assets . 2021 2020
()] (%)
Cash . 41,000 57,000
Accounts receivable 77,000 . 64,000
Prepaid sxpostes VEM lesd
id ex , ;
Land I 1,10,000 1,50,000
Equipment %_.TIDSE% }:‘TZS&%%'I;
Accumulated d iation (Equi t i X
Bl‘i‘izldi.ng = Eqummen) 2,50,000 2,50,000
Accumulated depreciation (Building) (70,000) (50,000)
Total assets 7,37,140 7.60,540
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2021 2020

Liabilities (%) (3)
Accounts payable 58,000 45,000
Bill payable 2,35,000 2,65,000
Common stock § 1 per 2,80,000 2,50,000
Retained eamnings 1,64,140 2,00,540
Total 7,37,140 7,60,540

Additional information :

(1) Operating expenses include depreciation expenses $ 55,000 and charges from prepaid
expenses of $ 4,400.

(2) Land was sold for cash at cost.

(3) Cash dividends of § 84,290 were paid.

(4) Net income for 2021 was § 47,890.

(5) Equipment was purchased for $ 80,000 cash. In addition, equipment costing $ 40,000 with a
book value of § 33,000 was sold for $ 37,000 cash.

(6) Bonds were converted at face value by issuing 30,000 shares of $ | par value of common stock.

Required : Prepare a statement of cash flows for 2021 using the indirect method.

7. (a) Discuss the use of time value of money in capital budgeting. 3
(b) Bengal Company Ltd. is considering the following two projects at the beginning of 2021. Only 15
one project will be accepted. The Company uses the net present value and profitability methods
for this purpose. The particulars of the expected net profit (before tax) are given below :

Project-A Project-B
Initial investment $ 20,00,000 $ 25,00,000
Estimated life in years 4 5
Net profit before tax at the end of :
2021 5,00,000 9,00,000
2022 7,00,000 8,00,000
2023 8,00,000 7,00,000
2024 7,00,000 6,00,000
2025 _— 3,00,000

It is estimated that each project will require an additional working cajl:_i:al of Tk. 2,00,000. The
company can arrange fund at 10%. The rate of income tax is 50%. The next present value of
Tk. 1 to be received at the end of each year at 10% is given below :

Year 1 2 3 4 5
P.V. Factor 0-9091 0-827 0751 0-683 0-620
Which project should be accepted?
8. (@} Whatis inventory? What are the objectives of inventory management? .5
(b} The purchase department of an organization has received an offer of quantity discounts on its 15
order of materials as under :
Price per tons (Taka) Tons
1,400 Less than 500
1,380 500 and less than 1,000
1,360 1,000 and less than 2,000
1,340 2,000 and less than 3,000
1,320 3,000 and above

The annual requirement of the material is 5,000 tons. The delivery cost per order is Tk. 1,200 and
the annual stock holding cost is estimated at 20 percent of the average inventory.

The purchase department wants you to consider the following purchase options and advise which
among them will be the most economical order quantity, presenting the information in a tabular form.

3,000 tons.
9. (@) Discuss the different aspects of working capital management, 6
b} You are the financial manager of a company.-¥eu-have been assigned to apply to a bank for 14
working capital. From the following information supplied by the cost accountant you are
required to calculate the working capital requirement :
' Taka (in lac) Tk. (in lag)
Sales 24.00
Less : Cost of goods sold :
Direct material used 9-00
Direct wages . 3-50
Manufacturing expenses 2-50
Depreciation 300
Total manufacturing cost 18-00
Less : stock ofﬁnisied goods (10%) 1-80 J_j’ﬁ%g
[Please turn over
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Gross profit
Less:
Administrative expenses 1-50
Selling expenses 1:30
Profit before tax
Provision for taxation (40%)
Profit after tax
The additional information are :
() Work in progress 15 percent of the production in terms of physical units of which degree of
completion is ; material 100 percent, other expenses 50 percent;
(i} The firm has a policy of keeping two months consumption of material in stock;
(i) Time lag for all expenses 1 month; .
(v} Creditors grants credit for 45 days;
(v} Debtors are granted credit for 2 months;
{vi) 25 percent of the sales are on cash;
(vii) Cash balance required Tk. 50 thousand.

10. Write short notes on any five of the followmg 4x5=20
(@ Credit analysis |
b} Sunk Cost

(c) Limitations of break-even analysis
gy Receivables Management . -

“fe) Pay-back period
4 ™aster Budget

"\ Management Report

gkl

Operating Leverage.
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