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1. The information of the production department of Ayushi Ltd. for the months of January
and February are as under : 14
Data per unit: 4
Selling price 75
Direct materials cost 27
Direct labour cost 6
Marginal production overheads 5

BA-101

Monthly total cost :

Fixed production overheads 1,68,000
Fixed selling expenses 25,000
Fixed administrative expenses 40,000

Marginal selling costs are 10% of sales revenue and normal production capacity is
12000 units per month. The actual production of January and February are 110%
and 90% of normal production capacity, respectively. The sales of January and
February are 10000 units and 13000 units respectively.

Prepare :

(1) Profit statement for both the months using Absorption costing.

(2) Profit statement for both the months using Marginal costing.

(3) Explain difference in profit.

OR

9 P.T.O.



Yug Ltd. manufactures and sells Electronic Watches at 50% capacity at present. The

(1

information for the year ending on 31-03-2016 are as follows :
Particular L4
Selling price per unit 500
Variable cost per unit 180

2
3)
4
(&)

Semi-variable costs (including variable element of ¥ 20 per unit) 3,40,000
5,00,000
30,00,000

Fixed costs
Current sales at 50% production capacity

The fixed costs will remain constant upto 70% capacity level, beyond this

an additional amount of ¥ 100000 will be incurred.

Calculate :

)]
2)
3)
4
(&)
(6)

Current P.V.Ratio

Current Break-even-point (in units & )

Current margin of safety (in units & )

Production capacity utilization at current break-even-point.
Profit at current 50% capacity.

The directors of the company propose to reduce the selling price by 20%,
but desires to maintain current profit position by increasing the output.
Assuming that all the increased output could be sold, find out how many
units should be produced and sold to achieve the desire objective. Calculate
the profit and find out new P.V. Ratio.

2. Arya Ltd. manufactures and sells four products X, Y, Z, and P. It requires high quality
raw materials. Due to shortage of this raw material in the market, by using maximum
available raw material 5,46,000 k.g. company has made a following plan for production

and sells of the products.
Particulars X Y V/ P
(1) Production and sells (Units) 4000 4500 5000 5500
(2) Selling price per unit (I) 930 955 1240 900
(3) Raw materials per unit () 320 240 400 200
(4) Labour hours per unit 6 7 8 5
(5) Total fixed costs (3) 900000 | 1347500 | 1600000 | 1850000

BA-101
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Price of raw material per k.g is ¥ 10, Rate of labour per hour is ¥ 20, and Variable
overheads are 50% of direct raw materials.

The maximum demand of the products in the market is as below :

X-4500 units, Y-5000 units, Z-5150 units, and P-6000 units

Calculate :

(A)

(B)

BA-101

1. Estimated profit as per the company’s production plan

ii. Do you agree with the said plan ? If not, find out optimum production mix
for maximum profit and calculate the profit.

OR
Sahat Ltd. manufactures and sells “Tony” and “Jony” named two types of
Electronic Video Game. Its details are as follows : 10
Particulars Jony Tony
(1) Selling price per unit (%) 600 500
(2) Variable cost per unit () 440 380

(3) Materials require per unit :

Electronic circuits (units) 10 20
Plastic materials (k.g) 0.5 0.25
(4) Direct labour hours per unit 5 5

Daily maximum available resources are as Follows :

Electronic circuits 10000 units
Plastic materials 250 k.g
Labour hours 3000 hours

From the above information determine the daily optimum production-mix by
using the linear programming method and graph for obtaining maximum
contribution.

Give the definition of Linear programming and state its any four basic
requirements. 4

11 P.T.O.



3. Jainam Ltd. works at 70% production capacity at present. The information of its

profitability are as follows:
Particulars 4 4
Sales - 8,40,000
Costs: - -

BA-101

Direct materials 2,10,000 -

Direct labour 1,40,000 -

Variable overheads 35,000 -

Fixed overheads 3,40,000 7,25,000

Profit 1,15,000

The company has been received an export order that would utilise 40% of the
total capacity of the factory. The order has either to be taken in full and executed
at 10% below the normal domestic price or rejected totally.

The alternatives available to management are given below :

(1) Reject the export order and continue with the domestic sales only, as at
present.

(2)  Accept the order and split the full capacity between 40% for export order
and 60% for domestic sales by rejecting excess domestic demand.

(3) Increase the production capacity so as to accept the export order and also to
maintain the present domestic sales by purchasing an equipment that will
increase capacity by 5% and fixed cost by I 25000 and to meet the balance
required capacity overtime work will be done at a rate of one and half of the
normal wage rate.

(4) Reject the export order and achieve the sales upto 100% capacity in
domestic market by reducing 5% in present domestic price.

Prepare comparative statement of profitability and suggest the best alternative.

OR

12
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(A) Dhanlaxmi Ltd. manufactures three products. Following information is collected

(A)
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for this.
Particulars Products
A B C

(I) Sales mix (in %) 30% 30% 40%
(2) Selling price per unit (%) 50 40 60
(3) Variable cost per unit () 30 28 36

Total fixed costs % 6,00,000

Total sales 3 20,00,000

Another product P is developed by the company to replace product B. In this

context following estimates are made.

Particulars Products
A P C
(1) Sales mix (in %) 35% 30% 35%
(2) Selling price per unit (J) 50 50 60
(3) Variable cost per unit (J) 30 30 36

No change is estimated for fixed costs and sales. Do you think that the
replacement decision is advisable ? Explain your answer.

Answer any one of the following questions :

(1) Explain points to be considered while taken decision of replacement of

Equipment (Machine).

(2) Explain concepts of “sunk cost” and “opportunity cost” with illustration and
state limitations of opportunity cost.

OR

13
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(B)

(B)

4. (A

(B)

©
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Utsav Ltd. purchased a machine five years ago. Proposal is under consideration to
replace it by a new machine. The life of the machine is estimated to be 10 year.
The existing machine can be sold at its written down value. Interest to be paid at
10% on fresh capital invested.

You are required to submit your recommendation to the management that to be
continue an existing machine or purchase a new machine ? Explain your answer
with calculation.

Particulars Existing Machine | New Machine
Initial cost (F) 25,000 50,000
Estimated life (years) 10 10
Machine hours per annum 1000 1000
Output per hour (units) 10 15
Material cost per unit (3) 2 2
Labour per hour () 3 3
Power per hour (%) 1 4
Indirect material per annum (%) 750 1250
Other expenses per annum (3) 2000 1000
Selling price per unit (3) 3 3

OR

Explain any one of the following :
(1)  “Purchase or Buy Decision”.
(2) “Shut-down Decision”.

Explain “Just In Time” approach and state its benefits (advantage).

OR
Explain difference between “Traditional Purchase” and “JIT Purchase”.
Answer any one of the following questions :

(1) What is Material Requirement Planning (MRP-1) ? Explain its four
objectives.

(2)  What is Life Cycle Costing ? Explain its stages in brief.
State whether following statements are “True” or “False”.
(1)  “Just in Time” is a traditional concept.

(2) In the introduction stage of product life cycle cost is very high and
customer are few.

(3) In Target cost method Target cost is to be determined by adding estimated
profit in the actual cost.

14
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5. Select the correct answer from given alternatives of each question.

(1)

2

3)

4

(&)

(6)

(7

®)

BA-101

14
“Just In Time” (JIT) is emerged in

(a) America in the year 1960  (b) England in the year 1940
(c) Japan in the year 1950 (d) India in the year 1980
Manufacturing Resource Planning-II (MRP-II) is

(a) A production scheduling approach

(b)  An Inter departmental approach

(c) A traditional Approach

(d) None of these

Target costing is based on :

(a) Actual cost of product

(b) Historical cost of Product

(c) Market price of product

(d) None of these

For 5000 units, total costs of normal production are ¥ 50,000. If, fixed costs of
production are I 10,000 and actual sales are 4000 units, what will be value of
closing stock as per marginal costing ?

(a) 8,000 (b) 10,000
(¢c) % 12,000 (d) None of these

In which method fixed costs of production is considered for valuation of closing
stock ?

(a) Marginal costing (b)  Absorption costing
(c) Relevant costing (d) All of these

If, sales is ¥ 60,000, P.V .Ratio is 25% and net loss is ¥ 10,000, what would be the
fixed costs ?

(a) 5,000 (b) ¥ 15,000
(¢) 25,000 (d) None of these

If, margin of safety is 10%, P.V.Ratio is 50%, and profit is ¥ 5000, what would
be the sales ?

(a) ¥ 1,00,000 (b) 90,000
(c) 345,000 (d) None of these

If, per unit selling price is ¥ 20, variable cost is 70% of selling price and total
fixed cost is ¥ 30,000, what would be the break-even point in units ?

(a) 1500 units (b) 5000 units
(¢) 1050 units (d) None of these
15 P.T.O.



®)

(10)
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For manufacturing products X and Y by a machine, requires 3 hours and 6 hours
per unit respectively. If, there are only 2400 hours available, which of the
following is constraint ?

(a) 3X+6Y=2400 (b) 3X+6Y >2400
() 3X+6Y <2400 (d) None of these
Linear programming is useful for -

(a) Determine optimum product mix

(b) Determine minimum cost

(c)  Select securities for investment

(d) All of these

A company can make one unit by a machine in one hour and earns ¥ 160 per unit.
Or this unit can make by worker and earn ¥ 80 per unit. However, if the machine
is not in used it can be hired out to earn net revenue of X 40 per hour. If, company
decided to use machine for Production, what would be the opportunity cost per
unit ?

(a) T 100 (b)y T 120
(c) %40 (d) None of these

When labour hour is a key factor, profitability of a product is decided on which of
the following basis ?

(a) Contribution per unit (b)  Contribution per hour

(c) Variable cost per unit (d) None of these

A company is considering a contract which will require 50 k.g of material N.
80 k.g of material N is in the stock now, which was purchased for ¥ 10 per k.g as
a result of a buying error and company has no other use for it. The replacement
price of N is ¥ 12 per k.g. If it is not used in this contract it would be sold for X 6
per k.g in the market. What will be relevant cost of material N for this contract ?

(a) 800 (b) 300

(c) %600 (d)  None of these

Sunk cost deals with

(a) Relevant cost (b)  Historical cost

(c) Differential cost (d)  None of these
16



