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1.

Antara Ltd. has a production capacity of 2,40,000 units per year. The company has
concluded that 80% capacity is standard capacity for the year 2025-26. 14

The following details are given for cost :

Direct Material at T 18 per unit
Direct Labour at T 12 per unit
Factory variable cost at % 7 per unit

Factory fixed overhead cost at < 3,884,000

Sales and Administrative overhead cost :

1. Variable cost at ¥ 5 per unit

2. Fixed overhead ¥ 60,000

The following is the management information for year 2025-2026 :
L Units produced 1,50,000 units

II.  Sales X 55 per unit, 1,20,000 units

III.  Opening stock of finished goods 15,000 units

According to the cost analysis, the real variable production overheads cost an additional

% 50,000. There were no other cost-related variations.
Calculate :

(1) Prepare income statements showing per unit and total cost under Absorption

Costing and Marginal Costing for the year 2025-26.
(2) In addition to this, prepare reconciliation statement of both the profits.

OR
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1. Henil Ltd. has the following budget for the year 2025-26 : 14

Particulars (in%)
Sales (50,000 units) 10,00,000
Less : Variable Cost 5,00,000
Contribution 5,00,000
Less : Fixed Cost 2.,00.000
Net Profit 3,00,000

From the above set of information, find out :

(A) The adjusted profit for 2025-26 if the following two sets of changes are
introduced independently and also suggest which plan should be implemented :

Plan A Plan B
* Increase in price by 10% Decrease in price by 15%
* Decrease in volume by 20% Increase in volume by 30%
* Increase in variable cost by 15% Decrease in variable cost by 5%
* Increase in fixed cost by 8% Decrease in fixed cost by 10%

(B) Calculate the Profit-Volume Ratio, Break-even Point, and Margin of Safety under
the two plans ‘A’ and ‘B’ and original budget referred to above.

(C) Explain your answer and suggest which plan should be preferred based on
profitability and safety margin.

2. Mohini Ltd. produces and sells three products as below. It provides the following

information : 14
Particulars P Q R
(1) Maximum estimated sales (in units) 15,000 | 20,000 | 30,000
(2) Selling price per unit () 150 125 100
(3) Profit- Volume-Ratio (%) 20% | 30% | 25%
(4) Direct wages (percentage of variable cost) | 50% | 60% | 40%

The total fixed expenses of company are estimated I 10,00,000. The company uses
same workers for all three products. Rate of wages per hour is ¥ 7.5.

Calculate the best production mix in each of the following three independent cases and
find out profit :

(i)  When maximum available labour time is 3,00,000 hours.
(i1)) Total sales volume of the three products cannot exceed I 58,00,000.
OR
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2. Moon Ltd. manufactures two products A and B. It has two machines M, and M, in the
factory. For manufacturing product A it has to use Machine M, for 3 hours and
Machine M, for 6 hours and for manufacturing product B it has to use Machine M, for
6 hours and Machine M, for 5 hours.

The contribution per unit of A is X 4 and for B it is ¥ 5. Each machine M, and M,

cannot work for more than 2,100 hours. How many units of A and B should be
produced to get the maximum profit ? (i.e. give the optimum product-mix)

Find the solution by Graphical method of linear programming. 14

3. (A) Mr. Lee has % 8,00,000 investment in his business firm. He wants a 15 percent
return on his money. From an analysis of recent cost figures, he finds that his
variable cost of operating is 70 percent of sales, his annual fixed costs are
1,60,000/- per year, 7

Show computations to answer the following questions:
(i)  What sales volume must be obtained to break-even ?
(1)) What sales volume must be obtained to get 15 percent return on investment ?

(ii1)) Mr. Lee estimates that even if he closed the doors of his business, he would
incur ¥ 60,000 per year. At what sales would he be better off by locking this
business up ?

(B) A mobile manufacturing company finds that while it costs I 6.25 each to make a
component XEE - 2350, the same is available in the market at ¥ 5.75 with an

assurance of continued supply. The break-down of cost is as follows : 7
Particulars % (per component)

Direct materials 2.75

Direct labour 1.75

Other variables 0.50

Depreciation and other fixed cost 1.25

Total 6.25

(1)  Should you make for your self or buy from the market ?

(i1)) What would be your decision if the supplier offers the component at ¥ 4.85
each ?

OR
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3. An umbrella manufacturer makes an average net profit of ¥ 2.50 per piece on a selling
price of ¥ 14.30 by producing and selling 70,000 pieces of 70% of the potential
capacity. His cost of sales is : 14

Direct material |3 3.50

Direct wages T 1.25

Works overhead |3 6.25(50% fixed)

Sales overhead [ 0.80 (25% varying)

During the current year, he intends to produce the same number of units but anticipates
that his fixed charges will go up by 10% while the rates of direct labour and direct
material will go up by 8% and 6% respectively. But he has no option of increasing the
selling price. Under this situation, he obtains an order for further 20% of his capacity.

What minimum price will you recommend for acceptance of order to ensure the

manufacturer an overall profit of ¥ 1,80,000 ? Reason out your recommendations.

4. “Just in Time(JIT) approach is not a luxury but necessity” - Discuss with references to
merits and demerits of JIT. 14
OR
4. Write notes on : 14

(i) Life-cycle Costing
(i) Target Costing

5. Select the best alternative from given choices : (Any seven) 14
(1) differentiates costs into fixed costs and variable costs.
(a) Differential costing (b)  Absorption costing
(c) Marginal costing (d) Profit volume ratio
(2)  Under , fixed manufacturing overheads are also considered for the

valuation of closing stock.
(a) Marginal Costing (b) Absorption costing
(c) Relevant costing (d) CVP analysis
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Profit-Volume ratio is equal to

(a) Variable cost as a percentage of sales

(b) Fixed cost as a percentage of sales

(c) Excess of sales over variable cost as a percentage of sales

(d) Total cost as a percentage of sales

Information of Dev Ltd. is as under :

Profit 36,000
Fixed expenses 3 12,000
Margin of safety % 15,000

Profit-Volume ratio will be
(a) 30% (b)y 20%
(c) 40% (d 25%

Budgeted output minus break-even output gives us the :
(a) Budgeted profit (b) Maximum profit solution

(¢) Contribution (d) Margin of safety

is important factor in Linear Programming.
(a) Cost (b) Linear Variable
(c) Contribution (d) All of these

When Material (kgs) is a key factor, the profitability of a product is decided on
which of the following basis ?

(a) Contribution per kilogram  (b) Contribution per unit

(c) Variable cost per unit (d) None of these
Sunk cost deals with
(a) Relevant cost (b) Historical cost
(c) Differential cost (d) None of these
11 P.T.O.
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Manufacturing Resource Planning-2 (MRP-2) is

(a) A production scheduling approach

(b) An Inter-department approach
(c) A traditional approach
(d) None of these

Target costing is based on
(a) Market price of product (b)

(c) Historical cost (d)

JIT focuses on elimination of
(a) Wastage of material (b)
(c) Wastage of time (d)

Actual cost of product

None of these

Wastage of asset

All of the above

Each product has to face stages of product life cycle.

(a) This is correct statement.

(b) This is incorrect statement.

(¢) This is partially correct statement.

(d) This is irrelevant statement.
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