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ENGLISH VERSION

Instructions : (1) AIll questions carry equal marks.

(2) While answering the question of the question
paper, the same question number as given in the
Question Paper is to be shown in the margin.

1 (a) Anup Limited has received an offer of quantity discounts

AC-2013]

on its order of materials as under :

Price per tonne Tonnes
(Rs.)
1,200 400
1,180 500
1,160 1,000
1,140 2,000
1,120 3,000
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The annual requirement of the material is 5,000
tonnes, the ordering cost per order is Rs. 1,200 and the stock
holding cost is estimated at 20% of material cost per annum.
Find out economic order quantity. What will be the economic
order guantity, if the price, per tonne is Rs. 1,500 without

any discount ?

What is labour efficiency ? Which factors affect efficiency ?

suggest measures to imporve labour efficiency.
OR

In a cost centre of Shrinath Co. (p) Ltd. 25 workers are
working on a similar type of machins. The normal week
consits of 5 days totalling 42 hours. Each worker has two
weeks’ annual holdays and 5 other holdiays per annum.

Each worker spent two hours per week for cleaning
the machines. It is estimted that illness and absenteeism
will cause the loss of 1000 hours per annum. Over time work

will not be needed or any other time will not be lost.

Overheads allocated and approtioned to this cost center
is Rs. 38,400, which are to be absorbed at a rate per direct
labour hour.

During the year, actual overheads amounted to
Rs. 39,560 and time consumed in cleaning the machines etc.
totaled 1200 hours. Whereas time lost by illness and
absenteeism totalled 1500 hours. Time lost due to close of
electric supply totalled 300 hours. Overtime worked on
production during the period amounted to 500 hours.

(1) Calculate the overhead rate per direct labouor hour, and

(2) Calculate the under/over absorption of overheads.

9 [Contd...
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Parth Automobiles Ltd. builds car of fibre glass. The
company has now lauched a new type of small car for the
use of physically handicapped people. The cost data and
selling price of the first small car built by the company are
given below :

Rs.

Direct materials ..........ocooeiiiiiiieees 22,500
Direct labour (2000 hrs. @ Rs. 10)........... 20,000
Overheads (150% of direct labour)............ 30,000
72,500

Profit (20% on COSt)......cceevvvvvvviieiieiiieieeeee 14,500
87,000

An 90% learning curve is expected to apply to this type
of production. The company’s policy is to fix selling price
at cost plus 20% profit.

A customer has expressed interest in buying the small
car thinks that Rs. 87,000 is to high a price to pay. He
might want to buy two or even four of these small cars
during the next month.

He has asked the company to calrify the following :

(1) If he pays Rs. 87,000 for the first small car, what price
would he have to pay for the second small car ?

(2) Can the company quote a single unit price for (1) four
small car (2) eight small car. if they are all ordered
now ?

Assuming there is no other customer now, what replies
will the company give ? Show workings.

Kalpesh Ltd. manufactures tables with plastic tops. The
stndard material cost for the plast used per middle size table
is Rs. 54 based on 24 square feet of plastic at a cost of
Rs. 2.25 per sq. feet. A production of 2,500 tables in March,
2003 resulted in usage of 63,000 square feet of plastic at
a cost of Rs. 2.00 per sq. feet, at a total cost of Rs. 1,26,000.
Calculate material variances.

10 [Contd...
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The following information relates to the Anupam Company :

Budgeted sales quantity ............ 10,000 units
Buedgeted sales price per unit........... Rs. 15
Budgeted total cost per unit............... Rs. 10
Actual sales quantity ................. 12,000 units
Actual sales price per unit.................. Rs. 12
Actual total cost per unit.................... Rs. 9

From the above details, calculate sales margin price
vairnce, and sales margin volume varience.

Details of production of a factory are as follows :

Budgeted fixed overhead during

January 2003 ..o Rs. 2,00,000
Budgeted production during

January 2003 .........ccccceimiiiiiiiie 1,00,000 units
Standard time per unit.......ccccccceeeeeeiiiiiiiiiiiiniee e 5 hours
Actual hours of Work..........cccoeiiiiiiiiiieeee, 5,10,000 hours

Actual fixed overhead during January 2003 .Rs. 2,20,000
Actutal production during January 2003.... 1,04,000 units
From the above details, calculate efficiency.

Variance, Expenditure Variance and Volume Variance.

OR

A cost accountant of Hiteshi Company was given the
following information regarding the overheads for March,
2003 :

(1) Overheads cost variance ............... Rs. 4,900 (adverse)
(2) Overheds volume variance............ Rs. 3,500 (adverse)
(3) Budgeted hours........cccccceveeiiiiiiiiiiiiiiieee e 4,200 hours
(4) Budgeted overheads ...........ccccccvvvvvveveeenennnnnnns Rs. 21,000

(5) Actual rate of recovery of overheads..Rs.8 per hour
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You are required to assist him in computing the
following for March, 2003 :

(1) Overhead expenditure variance
(2) Actual overhead incurred

(3) Actual hours for actual production
(4) Overhead capacity variance.

(b) Data about a company for March, 2003 are as follows :

Standard wage rate per hour ..................... Rs. 4
Direct standard hours ............c.c.e..... 32,000 hours
Total direct labour .........cccceeeviiinnnn. Rs. 1,38,240
Actutal paid hours.........cccccccvvveennnn. 28,800 hours
Abnormal llde time.............cccoinnnnn 1,280 hours

Calculate Labour Rate Variance, Labour Efficiency
Variance and ldle Time Variance.

3 (a) State the advantages of activity based costing.

(b) The information regarding two products of a company is as

follows :
Product| Machine| Direct| Annual Total Total | No. of| No. of
hours labour| produ- | machine| labour| pur- | set-ups
per per ction hours hours | chase
unit unit units order
A 2 4 1000 2000 4000 80 40
B 2 4 10000 20000 40000 160 60
22000 44000 240 100

The total overhead cost of the actiivities is as follows :

Rs.

Volume ralated 2,20,000
Purchasing related 2,40,000
Set-up related 4,20,000
8,80,000
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Direct expenses are as under :

Per unit material cost Rs. 50 Rs. 50

Labour per hour Rs. 5 Rs. 5

Calculate :
(1) Overhead rate per machine hour
(2) Overhead rate per direct labour.

Also prepare statement showing total and per unit cost
of the two products under traditional cost and activity based
costing methods.

OR

3 A company has budgeted production of 12,500 units this actual
production was 13,000 units. Amoung which 11,000 units were
sold at a selling price of Rs.145 per unit. The budgeted cost of
the product was as under :

Cost per unit (Rs.)

Direct material.............ccccvveeeeeenn. 48
Direct labour ........ccocociiiiieiiiennnns 19
Variable factory cost..................... 7

74
Fixed overheads : o Rs.
Factory overhead ............ccccovvvviviiinnnnns 2,12,500
Administrative overhead ..................... 1,50,625
Sales and distribution overhead ....... 22,000

Sales commission is payable at 2.5% on actual sales
proceeds. There was no opening stock. Budgeted cost and actual
cost were equal.

Prepare profit statements under variable costing and
absorption costing method and state reasons for the difference
in the profit.

AC-2013] 13 [Contd...



4  Nupur Manu. Limited operates an integrated accounting system.
The following were the balances in the Integrated Ledger as on
1st April, 2002 :

Particulars Dr. (Rs.) Cr. (Rs)
Share capital ..................oiiiiiii, — e 9,35,000
Profit and L0SS A/C.....cccccccvieeeeeiiiiiiiiiineen, — e 5,44,000
Debtors Control A/C. ...cccccvvveeiiiiinnnn. 2,04,000 ...ccoooeeeeeeennnn. -
Creditors Control A/C......cccooviiiiiiiiiiiiiieeienn, — e 1,36,000
Fixed ASSEtS ......ccccvvvvvviiieeeeeeeiiciiene, 5,10,000 ....cccvvvvveeeennn. -
Depreciation Provision A/C........cccccceeveennnnns — 85,000
Cash at Bank .........cccccoevviivviinnnnnnnn. 1,70,000 ...covvveeeeeeiinnns -
Stores control A/C........cccovvivviineenenn. 3,06,000 .....cccvvvvvveeennnn. -
Work-in-progress control A/c. .......... 2,89,000 ........vvvvvvvvnnnnns -
Finished goods control Alc. ............. 2,21,000 ....ccvviiiieeeenn. -

17,00,000 17,00,000
During the year transactions were as follows :

Production wages :

Direct....ccccceeeivviiiinnnns 247,775

Indirect...........ccocoeein. 12,750 ..oooviiinne 2,60,525
Stores purchased on credit......cccccccvvvvvveveennnnnne. 2,84,325
Stores issued to production maintenance ........... 6,375
Stores returned to suppliers .........cccccooviiiiiiininnn. 8,500
Works overhead paid...................ccceviiiniiiiinnnnn, 1,04,550
Administration overhead paid............................. 34,000
Selling and Distribution overhead paid............ 36,550
Depreciation on factory assets...........cccccccvveeennnn. 12,750
Pre-paid Insurance and Rates ..........ccccccccvvvvnnnnn. 1,275

[including in works overhead]

Works overhead recovered .........ccccocvveeeeenniinns 1,36,000
Payment to creditors..........ccccceeeeeeeiiiieeeceeeeeeee, 2,89,000
INncome-tax pPaid .........oeevvvivveivviiiiiiiiennneeeee e 1,06,250
Collection from debtors .......ccccccevveeiiiiiiinnnnee. 10,31,900
Goods sold at sales value [on credit] .......... 10,62,500
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Administration overheads are charged to profit and loss

account.

Closing balance as on 31t March, 2003
Stores control A/C. ... 2,66,475
Work-in-progress control A/C. ..........ccccceeel. 3,78,250
Finished goods control A/C. ......ccccccciiiiiennnnnnn. 2,04,000

the |

You are required to prepare necessary ledger accounts in
ntegrated ledger and also prepare a Trial Balance as at 31

March, 2003

OR

4  Answer the following questions :

(a)

(b)
(©)

5 (a)

(b)

(b)
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Explain the behaviourwise classification of cost with
appropriate illustration.

"Sunk costs are irrelevant for decision making".—Comment.

Explain the terms "Product Cost" and "Period Cost" with
at least two examples of each.

What are the differences between traditional purchase and
JIT (Just in Time) purchase ?

What is Material Requirement Planning (MRP-1) ? How
does it help Inventory Management ?

OR

Discuss the advantages and limitations of "Value Analysis".

What should be the pattern of organisation for value
analysis ?
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