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1. The standard mix of a product is as follows : 14

Material | kgs. Price per kg. ()

A 25 8
B 35 6
C 40 4

The normal loss is estimated at 20% of the input. There is no scrap value. Actual output

of product was 4,800 kgs. Actual material consumption and cost were as follows :

Material | kgs. Total Price (%)

A 1,300 11,700
B 1,900 13,300
C 2,400 8,640

You are required to calculate the following variance :
(i)  Material Cost Variance
(i) Material Usage Variance
(iii) Material Price Variance
(iv) Material Mix Variance
(v) Material Yield Variance
OR
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1. The standard labour hours and rates of payment per article ‘A’ of Maheta Co. Ltd. were
as follows : 14
Workers Hours Rate per hour (3)
Skilled 10 25
Semi-skilled 20 15
Unskilled 10 10

The actual production was 500 articles of ‘A’ for which the actual hours worked and

wages are given :

Workers Total Hours | Total (%)
Skilled 6,000 1,47,000
Semi-skilled 9,000 1,26,000
Unskilled 5,000 62,500

Calculate following variance :
(i) Labour Cost Variance
(i) Labour Rate Variance

(iii) Labour Mix Variance

2. The details of overhead cost for the month of March of Nityanand Ltd. are as follows : 14

Particulars Standard Actual
Production Units 18,000 24,000
Working days 25 26
Hours 36,000 24,000
Variable Overheads (%) 36,000 50,000
Fixed Overheads (%) 72,000 80,000
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Calculate following variance :

(i)  Variable Overhead Expenditure Variance

(i) Variable Overhead Efficiency Variance

(i) Fixed Overhead Budget Variance

(iv) Fixed Overhead Volume Variance

(v) Fixed Overhead Efficiency Variance

(vi) Calendar Variance

OR
2. From the following information, calculate

(i)  Sales Value Variance

(i)  Sales Price Variance

(iii) Sales Volume Variance

(iv) Sales Mix Variance

(v) Sales Sub-Volume Variance

Standard Actual
Product Quantity Total Price Quantity Total Price

(units) 4] (units) 4]
4,000 40,000 6,000 54,000
6,400 89,600 5,600 84,000
5,600 1,23,200 8,400 1,68,000

14

3.  Himanshu Ltd. wishes to purchase a machine. Two machines X and Y of ¥ 5,00,000
each are available. Estimated life of each machine is 5 years, having no scrap value.
Expected rate of return is 12% p.a. The applicable tax rate is 50%. The estimated
earning before depreciation and taxation of both machines is under :

Year X Y
I 1,75,000 2,75,000
2nd 2,00,000 3,25,000
3rd 3,25,000 2,50,000
4th 2,50,000 1,50,000
5th 1,50,000 1,70,000

AF-103

14

P.T.O.



You are requested to guide the company, out of two machines which machine is to be
purchased under :

(i)  Payback period method
(i)  Average rate of return method
(iii) Net present value method
Present value of ¥ 1 for first 5 years at 12% p.a. is :
0.893, 0.797, 0.712, 0.636, 0.567 respectively.
OR
3. (A) Explain the meaning and importance of Capital budget.
(B) Explain the Internal Rate of Return with example.

4.  (A) Atharv Ltd. gives the following information for a year :

Sales Units 60,000

Break Even Sales Z 19,880,000

Profit-Volume Ratio 30%

Selling price per unit T 60

From the above information, calculate :

(1) Fixed Expenses

(2) Variable Expenses

(3) Margin of Safety

(4) The required sales amount to earn a profit of ¥ 9,72,000

(B) The following is the business information of Priya Ltd. :
Particulars Year 2022 | Year 2023

Total cost () 43,000 55,000
Sales (%) 40,000 60,000

From the above information, calculate :
(i)  Profit-Volume Ratio
(i) Fixed Cost and Variable Cost in the year 2023
(iii)) Break-even point (in )
(iv) Profit at the sales of ¥ 80,000
OR
4.  (A) Write short note on : ‘Key Factor’
(B) Explain Relevant Cost and Marginal Cost with illustration.
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5. Select correct answer for the following sub-question : (Any seven) 14

(1)

)

3)

4

)

(6)
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Nayan Ltd. purchases 29,000 kgs. of material for I 52,200. The material price

variance was X 5,800 (F). The standard price of material per kg. is
(a) T 1.80 (b) 2.00

(c) 215 (d) None of the above

Excess of standard cost over actual cost is a/an

(a) Favourable variance (b) Unfavourable variance
(c) Abnormal gain (d) None of the above
Use of inferior quality raw material in production may lead to
Material Usage Variance.

(a) Favourable (b) Unfavourable

(c) Zero (d) None of the above

A company operates a standard costing system. During the one month, its actual
fixed overhead expenditure was ¥ 1,10,000 (which is 10% above budgeted fixed

overheads.)

What was the Fixed Overhead Budget Variance ?

(a) T-10,000 (b) X -11,000

(c) I+10,000 (d) None of the above

If actual sales is 10000 units, Budgeted sales is 14000 units, Actual selling price
per unit is ¥ 8 and Budgeted selling price per unit is ¥ 10, what will be sales

volume variance ?
(a) +40,000 (F) (b) +32,000 (F)
(¢) —40,000 (U) (d) —32,000 (U)

In which method discounted factor is highly necessary ?
(a) Pay Back Period (b) Average Rate of Return

(c) Net Present Value (d) None of the above
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(7) A project’s Net present value is +1,26,600 (F) at 10% discount factor and
— 4,380 (U) at 15% discount factor. Internal Rate of Return will be

(a) 10.40% (b) 14%
(c) 14.83% (d) None of the above

(8) Contribution received at Break Even Point =
(a) Profit (b) Loss

(c) Total Variable cost (d) Total Fixed cost

(9) Which of the following formula is false, to find out the profit ?
(a) Profit = Contribution — Fixed cost
(b) Profit = Sales — (Fixed cost + Variable cost)
(c) Profit = Margin of Safety x P.V. Ratio
(d) Profit = Sales — Variable cost
(10) If P/V Ratio is 50%, Margin of safety is 40% and Sales are ¥ 5,00,000, find out
profit at 80% of sales.
(a) 80,000 (b) ¥ 1,00,000
(¢) % 1,60,000 (d) 50,000
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