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1. The following was the composition of a group of workers in the Rehanuma Limited in
one of the production department.

The standard composition of workers and wage rate per hour during a particular month

were as below : 14
Standard wage rate
Type of worker No. of workers | per worker per hour
®)
Skilled 4 40
Semi skilled 8 30
Unskilled 8 20

The standard output of the group was 10 units per hour.

During the particular month however the actual composition of the group and the actual
wages paid per hour were as below :

Type of worker No. of workers évcotll*ll?;rwsielf;ii [();)r
Skilled 5 50
Semi skilled 7 40
Unskilled 8 20

The group was engage for 250 hours during the particular month which included
20 hours when no production was possible, due to machine break down. 2400 units were
produced by the group of workers during the month.

Compute the following labour variances :
(1) Labour cost variance

(2) Labour rate variance

(3) Labour efficiency variance

(4) Idle time variance

(5) Labour mix variance

(6) Labour yield variance

OR
N43-101 9 P.T.O.



(A) The standard mix of a product number X — 108 of The Akruti Limited is as

(B)

follows :
Material | Standard Mix (Kg.) | Total Cost ()
P 6 90
Q 4 36

The standard loss is estimated at 10% of units introduced. There is no scrap value
of wastage. Actual output of product number X-108 was 3600 Kilograms during

this month. Actual consumption and price was as follows :

Material | Actual Consumption (Kg.) Price per Kg. 3)
P 2500 16
Q 1700 8
Calculate

(1) Material Cost Variance
(2) Material Price Variance
(3) Material Mix Variance
(4) Material Yield Variance

The details of The Vandna Limited for March, 2014 are given below :

Standard hours

Standard wage rate per hour

Actual wages paid
Actual hours paid
Abnormal Idle time

Calculate :

2000 hours

310

323,100
2100 hours
80 hours

(1) Labour cost variance

(2) Labour rate variance

(3) Labour efficiency variance

(4) Idle time variance

(C) Discuss the advantage of Standard of Costing.

2. The details of overheads of The Ronik Limited for March, 2014 are as follows :

N43-101

Particular Budget Actual
Fixed Overheads 3 1,20,000 | ¥ 1,65,000
Variable Overheads | ¥ 1,80,000 | ¥ 2,08,000
Production (Units) 30,000 33,000
Working Hours 60,000 65,000
Working Days 25 27

10

7

14



Calculate : (any seven)

(1) Variable overheads cost variance.

(2) Variable overheads expenditure variance.
(3) Variable overheads efficiency variance.
(4) Fixed overheads cost variance.

(5) Fixed overheads budget variance.

(6) Fixed overheads volume variance

(7) Fixed overheads efficiency variance.

(8) Fixed overheads calendar variance.

(9) Fixed overheads capacity variance.

OR
The information of sales and cost of The Krishna Limited for the year 2013-14 is given
below : 14
Budgeted
Product | Sales (units) | Selling Price per unit (¥) | Cost Price per unit (3)
X 36,000 10 8
Y 24,000 20 16
Actual

Product | Sales (units) | Selling Price per unit (¥) | Cost Price per unit (3)
X 45,000 9 7
Y 22,500 24 17

Calculate (any seven) :

(1) Sales value variance

(2) Sales price variance

(3) Sales volume variance

(4) Sales mix variance

(5) Sales sub volume variance

(6) Total Sales margin variance
(7) Sales margin price variance
(8) Sales margin volume variance

(9) Sales margin mix variance

N43-101 11 P.T.O.



3. The Jyoti Limited is considering the purchase of a new machine which will carry out
sum operations perform by labour. Two alternatives are available. Machine — X and
Machine — Y. From the following information you are required to prepare a profitability
statement and workout : 14
(1) Payback period

(2) Return on original investment
(3) Average rate of return

Particular Machine X | Machine Y
Cost of Machine < 3,30,000 < 5,00,000
Scrap value of Machine 3 30,000 3 50,000
Estimated Life 6 years 6 years
Annual cost of indirect material 3 15,000 % 50,000
Annual Maintenance cost 3 25,000 % 75,000
Annual saving in scrap % 30,000 % 30,000
Monthly saving in direct wages :
No. of employees not required 10 15
Monthly wages per employee T 1,500 3 1,500

Depreciation is to be charged on straight line method. Assume rate of taxation at 50%.
Which machine would you recommend ? Why ?
OR
(A) The Krupa Limited is considering to invest I 4,00,000 in a capital project.
Depreciation is to be charged on straight line method. There is no scrap value at

the end of estimated life of 8 years. Assume rate of taxation at 50%. 7
Year Profit before depreciation
and tax (%)

1 1,50,000

2 1,90,000

3 1,50,000

4 1,10,000

5 1,50,000

6 1,10,000

7 90,000

8 90,000
Calculate :

(1) Payback period.

(2) Average rate of return on investment.

N43-101 12



(B) Ayushi invests ¥ 10,000 each year at 10% rate of interest starting from the end of

70 year to the end of 12" year, what will be the amount received by her ? 4
FVIFA 0, 12 year = 21.384
FVIFAIO%,6year = 7.716
FVIFA 0, 7 year = 9.487

(C) Write the following formulas : 3

(1)  Future value of an annuity.
(2) Present value of an annuity.

(3) Present value of a perpetuity.

4.  Dhriti Limited has two proposals, details of which are as under : 14

(1) Project — A and Project — B, each requires initials investment of ¥ 20,00,000 and
scrap value of each project is ¥ 2,00,000 at the end of 5 years of useful life.

(2) Estimated profit before depreciation and tax is as follows :

Project — A Project — B
Year
3 3

1 5,00,000 10,00,000
2 8,00,000 9,00,000
3 10,00,000 7,00,000
4 12,00,000 5,00,000
5 14,00,000 4,00,000

(3) The company calculates depreciation on straight line method and rate of taxation is
50%.

(4) Considering the risk element management has decided to evaluate both the projects

at 15% cost of capital.

(5) On the basis net present value method and profitability index method, decide

which projects should be accepted.

Present value of X 1 for first five years at 15% discount factor are as under :

Year 1 2 3 4 5

P.V. at 15% discount factor 0.870 | 0.756 | 0.658 | 0.572 | 0.497
OR
N43-101 13 P.T.O.




Sodam Limited has one investment proposal in which ¥ 6,00,000 to be invested and

expected annual profit after depreciation but before tax is as follows :

14

The company calculates depreciation on straight line methods. Scarp value at the end of

its useful life of 8 years is ¥ 40,000.Assume rate of taxation is 50%.

Year

Profit after depreciation
but before tax (%)

e BN ) N B SN S B \S)

1,20,000
1,10,000
1,20,000
1,30,000
1,20,000
1,10,000
1,00,000
1,10,000

Calculate :

(1) Net present value at 10% discount factor.

(2) Profitability index at 10% discount factor.

3)

Present value of ¥ 1 for first 8 years at 10% discount factor and 15% discount factor are

Internal rate of return at 10% discount factor and 15% discount factor.

as under :

N43-101

Year | P.V.of%¥1at10% P.V.of¥1at15%
1 0.909 0.870
2 0.826 0.756
3 0.751 0.658
4 0.683 0.572
5 0.621 0.497
6 0.564 0.432
7 0.513 0.376
8 0.467 0.327
14



5. Select appropriate alternative : 14

)

2)

3)

“4)

&)

(6)

(7)

N43-101

Standard cost is a

(a) Marginal Cost

(b) Relevant Cost

(c) Predetermined Cost
(d) Differential Cost

Standard quantity of material is a

(a) Standard quantity of Standard output
(b) Standard quantity of Budgeted output
(c) Standard quantity of Actual output
(d) Actual quantity of Actual output

Standard Cost of material is a

(a) Standard Quantity x Actual Price
(b)  Actual Quantity x Actual Price

(c) Standard Quantity x Standard Price
(d)  Actual Quantity x Standard Price

Fixed overheads standard recovery rate per unit is a
(a) Budgeted fixed overheads -+ Budgeted hours
(b) Budgeted fixed overheads + Actual hours

(c) Budgeted fixed overheads + Budgeted output
(d) Budgeted fixed overheads + Actual output

What is Net Present Value ?

(a) Total Cash Flow — Total Investment

(b) P.V.of Investment — Total P.V. of Cash Flow
(c) Total P.V. of Cash in flow — P.V. of Investment
(d) Total Investment — Total Cash Flow

The difference between the budgeted fixed overheads and the actual fixed
overheads is called the

(a) Price variance (b) Efficiency variance

(c) Budget variance (d) Quantity variance

What is fixed overhead volume variance ?

(a) The differences between budgeted fixed overheads and actual fixed
overheads incurred.

(b) The difference between the standard fixed overheads on actual output and
the actual fixed overheads incurred.

(c) The difference between the fixed overheads recovered on actual output and
the budgeted fixed overheads.

(d) The difference between standard fixed overheads and fixed overheads for the
same quantity at the actual rate.
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®)

©)

Which of the following methods do not consider a project’s profitability ?

(a) Payback period (b) Payback reciprocal

(c) Discounted cash flow (d) All of the above
Compound interest is calculated on

(a)  Only on Principal Amount (b) Only on Interest Amount
(c) Time value of money (d) None of the above

(10) An annuity is a

(a) Series of unequal amount but constant payment for a specified number of
years.

(b) Series of unequal amount but discrete payment for a specified number of
years.

(c) Series of equal amount but discrete payment for a specified number of years.

(d) Series of equal amount but constant payment for a specified number of years.

(11) Which of the following statements is correct ?

(a)  When actual cost is greater than standard cost, it is called Non-profitable or
unfavourable variance.

(b) The most important use of standard cost is the cost control by analyzing the
variances.

(c) Favourable variances would increase the budgeted profit.

(d) All of the above.

(12) Which of the following statements is not correct ?

(a) Standard cost once determined cannot be changed.

(b) Cost variance is the difference between standard cost of the standard output
and the actual cost of the actual output.

(c) Standard costing is a technique of profit control.

(d) All of the above.

(13) Which of the following statements is not correct ?

(a) Fixed overheads always remain fixed so there can be no variance in it.

(b)  While computing fixed overheads variances, it is not necessary to workout
recovery rate.

(c) There can be no efficiency variance in fixed overheads.

(d) All of the above.

(14) Which of the following statements is correct ?
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(a) The length of time required for the cash inflow from a project equal to the
original cost of an investment is known as ‘Payback Period’.

(b) Interest is the cost incurred for the use of capital.

(c) Time value of money is considered in net present value method.

(d) All of the above.
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