[image: image1.jpg]


[image: image2.png]


 

       

Registration No._____________

 

       
JUNE 2019 EXAMINATION

FM 02

Management Control System

Time: Three Hours




     
     
                 Maximum Marks: 100

Note: 

1. The paper is divided into three sections: SECTION-A, SECTION-B and SECTION-C. 

2. There are seven questions in SECTION-A, attempt ANY FOUR. 

3. SECTION-B has five questions, attempt ANY THREE. 

4. All the questions of SECTION-C (Case Study) are compulsory.

SECTION-A (10 Marks each)

1.
It has been traditionally argued that “the objective of a business firm is to earn profit; hence the financial objective of a firm is also profit maximization”. Critically examine the statement.
2.
Explain the main bases for measuring business income. Also mention the basic accounting principles underlying income measurement.
3.
“Retained earnings and the allowances for depreciation are the two primary sources of funds for a business organization”. Comment with suitable examples.
4.
Define the term “value added”. How will you compute (i) generation of value added and (ii) application of value added? 

5.  
Define “Flexible budget” and explain its importance as a budgeting technique and tool of control.  

6. 
State the cost and non-cost considerations for deciding in favor or against the shut-down of manufacturing operation in a factory?

7.  
Distinguish between the “budgetary control” and “standard costing” from the view point of control and decision making.
SECTION-B (15 Marks each)
8.  
What is common conflict between a division and a company as a whole in transfer pricing. Explain with suitable examples.
9. 
Write short notes on: (i) Relevant cost analysis (ii) Management by objectives (iii) Total quality management.
10.
Explain in brief the methodology to be adopted in implementation of JIT. How can the adoption of JIT be planned?

11. 
Write short notes on: (i) Need and relevance of responsibility centers (ii) Main parameters of efficiency audit.

12. 
Explain how does the balanced score card approach differ from traditional approaches of performance evaluation? Give examples of financial and non-financial measures of performance.


SECTION-C (15 Marks)

Case Study (Compulsory)

A business unit produces and sells 3 products namely: A, B and C.  Annual data for the products are as follows:
	Product
	A
	B
	C

	Quantity (Units)
	10,000
	25,000
	35,000

	Unit Selling Price (Rs.)
	18
	10
	30

	Unit Variable Cost (Rs.)
	16
	6
	22

	Total Fixed Cost (Rs.): 2,10,000


When the fixed cost is apportioned on the basis of quantity, Product A shows a loss of Rs.1 per unit.  Management is considering replacing Product A with B.  

13.
Answer the following:
a) 
Prepare aggregate Profit Statement, clearly indicating individual as well as overall contribution of products.

b) 
Should Product A be discontinued, why or why not?

c) 
If Product A is discontinued, how many units of B should be sold so as to maintain same amount of aggregate profit?  What assumption do you make in such calculation? 
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