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I.  (A) The Standard mix of product ‘DP’ is as follows : 14
Materials kgs. Price per k.g. )
X 10 5
Y 6 6
Z 4 7.5
The standard loss in production is 10% of the input. There is no scrap value.
The actual production was 36000 kgs. The actual consumption of materials
and cost were as follows :
Materials kgs. Price per k.g. )
X 19,000 55
Y 14,000 55
Z 9,600 8
From the above information calculate the following variances.
(1) Material Cost variance
(2) Material Price variance
(3) Material Usage variance
(4) Material Mix variance
(5) Material Yield variance
OR
(1) The data regarding labour cost of a factory for march, 2018 is as follows : 7
Gross direct wages T 32,500
Standard hours produced 2,700
Standard rate per hour 311
Actual hours worked 2600
Calculate necessary labour variances.
(2)  Write short note on Labour efficiency variance and Idle time variance. 7

OE-101 9 P.T.O.



(B) The sub questions below are provided with more than one answers. Find out true

OE-101

answer. (any four)

(1)

2)

€)

(4)

(5)

(6)

The difference between the actual cost and the budget amount is called the

(A) Budget variance (B) Price variance

(C) Efficiency variance (D) Quantity variance

fixed by reference to records of past performance.
(A) Historical standard (B) Estimated standard
(C) Normal standard (D) Ideal standard

When the actual cost is more than the standard cost, the variance is
(A) unfavourable (B) favourable
(C) Black (D) None of these

The purchase department manager is usually the held accountable for the
(A) Direct material price variance

(B) Direct material usage variance

(C) Labour efficiency variance

(D) Labour rate variance

Use of inferior quality raw material in production may lead to

material usage variance.
(A) Unfavourable (B) Favourable
(C) Zero (D) None of the above

Labour Mix variance is also known as

(A) Labour Group Composition variance
(B) Labour efficiency variance

(C) Labour cost variance

(D) Wage Rate variance

10



2. (A) Calculate the following sales variances on the basis of given data. 14
(1) Sales value variance
(2) Sales price variance
(3) Sales volume variance
(4) Sales mix variance and
(5) Sales sub-volume variance
Standard Actual
Product | Quantity | Sales Price | Amount | Quantity | Sales Price | Amount
Units 3 3 Units 3 4
X 400 15 6,000 320 15 4,800
Y 800 8 6,400 480 9 4,320
V4 2,000 2 4,000 800 1.80 1,440
3,200 16,400 1,600 10,560
OR
(A) (1) The data from the Budget and Actual data of a factory for March, 2018 are
as follows : 7
Budgeted production 600 units.
Budgeted variable overheads % 12,000.
Standard time for production of one unit : 10 hours.
Actual production during the month: 500 units.
Actual hours during the month : 7000 hours.
Actual variable overheads ¥ 12,600
Calculate variable overhead variances from the above data.
(2) Following information is about production of a factory for January, 2018.
On the basis of this information find out 7

OE-101

(1) Fixed overhead variance
(2) Expenditure variance and
(3) Volume variance

Budgeted fixed overheads
Budgeted production
Actual production during the month

Actual fixed overheads during the month

11

%10,000
5000 units
5250 units
% 10,400
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(B) The sub questions below are provided with more than one answers. Find out true

answer. [Any four] 4
(1) means the costs that change with output.
(A) Variable overhead (B) Fixed overhead
(C) Total overhead (D) Total fixed overhead
(2) If actual fixed overhead is greater than the budgeted one, an/a arises.
(A) adverse variance (B) favourable variance
(C) zero variance (D) volume variance
3) refers to the difference between standard sales value and actual

sales value.
(A) Sales value variance (B) Sales price variance

(C) Sales volume variance (D) Sales mix variance

4) variances are calculated to find out the effect of change in sales on
profits.
(A) Sales Margin (B) Sales Price
(C) Sales Volume (D) Sales Mix

(5) A company operates a standard costing system. Last month its actual fixed
overhead expenditure was ¥ 6,60,000 (10% above budgeted fixed overhead).
What was the Fixed Overhead Expenditure Variance of last month ?

(A) -3 60,000 (B) -3 66,000
(C) +% 60,000 (D) +3 64,000

(6) The details of overhead cost are as follows :

Particulars Standard Actual
Variable overheads 3 2,00,000 3 2,40,000
Production units 40,000 44,000
Hours 40,000 45,000

Find out the variable overhead efficiency variance.
(A) —-5000 (B) —3000
(C) +5000 (D) +3000

OE-101 12



3. (A) A company is considering an investment proposal for purchasing a machine at a
cost of ¥ 4,00,000. The estimates of sales and expenses for its useful life of 4

years ae given below. 14
1 2 3 4
Year
4 4 4 4
Sales 5,60,000 | 6,00,000 | 6,60,000 | 6,60,000
Direct material 1,60,000 | 1,60,000 | 1,80,000 | 1,80,000
Direct labour 1,20,000 | 1,28,000 | 1,40,000 | 1,20,000
Production expenses 1,00,000 1,12,000 | 1,20,000 1,24,000
(Except Depreciation)
Administrative and
selling expenses 40,000 48,000 60,000 56,000
The tax rate is 50%. Calculate Accounting rate of return and Pay-back period.
OR
(1) Deval wants to invest ¥ 9,000 for 4 years under two options : 7
Option - 1 :  Quarterly compound interest at 12% annual rate.
Option -2 :  Annually compound interest at 13% p.a.
Which of the two options would be more beneficial ?
Under A-1 table of compound interest :
The factor value of X 1 at the end of 16 years at 3% p.a. is 1.605.
The factor value of X 1 at the end of 4 years at 13% p.a. is 1.630.
(2) Explain the “Time value of money”. Explain in short the compound interest
and the discount method. 7
(B) The sub questions below are provided with more than one answer. Find out true
answer. (any three) 3
(1) Simple Interest at 7% for 2 years on X 10,000 will be
(A) %749 (B) 1,400
(C) %700 (D) 1,000
(2) Compound interest is calculated on

OE-101

(A) Principal amount only
(B) On principal amount + Interest amount
(C) Interest amount only

(D) On time value of money
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3)

When interest is paid on any amount at fixed rate only it is known as

(A) Compound interest (B) Simple interest
(C) Annuity (D) Time value of money
(4) A/An is a series of periodic cash flows of equal amounts.
(A) Time value of money (B) Annuity
(C) Compound interest (D) Simple interest
(5) As per the concept of “Time value of Money” the value of money
(A) is higher in later years than in earlier years.
(B) s higher in earlier years than in later years.
(C) isequal in all the years.
(D) None of the above.
4.  (A) Maulin Ltd. has two proposals of which the details are as below : 14
(1) In Proposal ‘X’ and Proposal “Y’. The initial investment is < 48,00,000 for each
proposal and the scrap value is X 4,80,000 at the end of the life of five years.
(2) The estimated profit (Before Depreciation and tax) is as follows :
Year Project ‘X’ Project ‘Y’
(9] ()
1 12,00,000 24,00,000
2 19,20,000 21,60,000
3 24,00,000 16,80,000
4 28,80,000 12,00,000
5 33,60,000 9,60,000
(3) The rate of taxation is 50% and company adopts the straight line method for
depreciation.
(4) The directors have decided by considering risk factors for the rate of 15%

OE-101

capital cost for the Project ‘X’ and 10% capital cost for the Project — “Y".
Determine using :

(i) Pay Back Period Method and

(i1) Profitability Index Method

which of the two proposals should be accepted ?

The present value of ¥ 1 for first five years @ 10% and 15% p.a. is as
follows.

Year 1 2 3 4 5
Present value @ 10% 0.909 |0.826 |0.751 |0.683 | 0.621
Present value @ 15% 0.870 ]0.756 | 0.658 | 0.572 | 0.497

OR
14




(1) The following earnings are available by investing ¥ 1,00,000 in a project.
The cost of capital is 10%. State whether the investment is desirable with

the help of (1) Net present value (2) Profitability Index.

4
First year — 44,000
Second year - 36,000
Third year - 28,000
Fourth year - 32,000
Fifth year - 20,000
The present value of ¥ 1 at the discount rate of 10% for the first five years is
0.9091, 0.8264, 0.7513, 0.6830, 0.6209. 7
(2)  Write a short note on “Method of Internal Rate of Return”. 7

(B) The sub questions below are provided with more than one answers. Find out true

answer. (any three) 3

(1) If present value of investment and present value of cash flow from

investment are equal then project :

(A) isunacceptable

(B) has a profitability index is one

(C) has a profitability index more than one

(D) has a profitability index less than one

(2) Dolly Ltd. wants to install a machine costing I 20,00,000. It will earn
annual profit of ¥ 3,00,000 after charging 10% depreciation but before tax.
Tax rate is 50%, what will be the pay back period ?

(A) 3 years (B) 5.71 years
(C) 4 years (D) 4.5 years
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3)

(4)

)

A firm wants to purchase a machine worth ¥ 5,00,000. Its cash-flow for the
first three years is ¥ 20,000, ¥ 40,000 and ¥ 20,000 respectively. Discount
rate is 10% and discount factor for three years is 0.9091, 0.8265 and 0.7513

respectively.

What will be the Net present value amount ?
(A) 55,300 (B) 66,268
(C) %56,420 (D) 54,760

The number of years required for the cash in flows from an investment to

equal the cost of the investment is known as
(A) Pay back reciprocal (B) Pay back period

(C) Discounted cash flow (D) Average rate of return

Which of the following is not a percentage ?
(A) Internal rate of return (B) Net present value

(C) Pay back reciprocal (D) Accounting rate of return
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