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Instructions :
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Figures to the right side indicate full marks of the question.
Show necessary calculations in support of your answer.

1. The product of Priyanka Ltd. passes through three processes, before it is transferred to

finished stock. 10000 units were introduced in Process-1 at the rate of ¥ 20 per unit.

Other informations are as under :

14

Particulars Process — 1 | Process — 2 | Process — 3
Sundry Materials ¥ 80,000 | X 1,50,000 % 60,000
Direct Wages % 1,20,000 | X 1,90,000 % 55,000
Production Overheads 3 55,000 % 69,500 3 44,600
Actual Production (in units) 9,000 8,400 7,600
Normal wastage (percentage of inputs) 10% 5% 10%
Sales value of wastage per unit %5 %10 %20

From the above information prepared Process Accounts and Abnormal Wastage or

Abnormal Gain Account.

OR
A certain product passes through two processes before it is transferred to finished stock.
The following information is obtained for the months of March 2014.

Particulars Process-A | Process-B | Finished
4] €d) Stock (%)

Opening Stock 15,000 20,000 40,000
Direct Materials 60,000 50,000 —
Direct Wages 40,000 45,000 —
Production Overheads 30,000 31,500 —
Closing Stock 25,000 26,500 20,000
Inter-process profits for opening stock - 5,000 10,000
Profit percentage on transfer Price to
next process 20% 25%

N34-124

P.T.O.



Stocks in processes are valued at prime cost and finished stock has been valued at the
price at which it was received from Process-B. Sales during the period were % 5,00,000.
Prepare :

(1) Process Accounts and Finished Stock Account showing profit element at each

stage.
(2) Statement showing Actual realized profit.

(3) Stock valuation for balance Sheet purpose

2. Answer any two : 14
(a) The result of the last two years of Tejal Ltd. were as under :

Year Sales Total cost
2012 ¥5,00,000 ¥ 5,40,000
2013 ¥ 8,00,000 *7,20,000

Calculate :

(1) Profit-Volume Ratio

(2) Fixed Expenses

(3) Break-Even Point

(4) Profit when sales are I 7,00,000.

(5) Sales to earn profit I 60,000.

(b) The following information is obtain from the record of Zalak Ltd.

Selling price per unit 15
Variable expenses per unit %9
Fixed expenses < 90,000

From the above information find out :

(1) The sales to earn a profit of ¥ 3 per unit.
(2) The sales to make a loss of T 3 per unit.
(3) Break Even Point

(4) Sales to earn profit of ¥ 60,000.

(5) Sales to make a loss of I 60,000.

(c) Explain Key Factor.

(d) Explain Margin of Safety.
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3.  From the following information of Palak Ltd., prepare Cash Budget for three months

ending on 30-6-2014 :

(D
2)

3)
“4)

(&)
(6)
(7)
8)

€))
(10)

(a)

(b)
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14
Cash and Bank Balance as on 1-4-2014 is T 80,000.

Total Sales | Purchases Wages Overhead Expenses
Month
®) ) ) )
February 8,00,000 4,00,000 80,000 40,000
March 6,00,000 3,50,000 90,000 50,000
April 7,00,000 4,50,000 95,000 45,000
May 9,00,000 5,00,000 1,10,000 30,000
June 7,50,000 3,00,000 1,20,000 25,000

Assume 40% of total sales are cash sales.

50% of credit sales are collected in the month after sales and remaining 50% of
sales are collected in the second month after sales.

The period of credit allowed by supplier is one month.

Overhead expenses include ¥ 10,000 per month for depreciation on fixed assets.
The time lag in payment of wages is one month and time lag in payment of

1
overheads expenses is 5 month.

A new machine is to be bought for ¥ 1,00,000 in April 2014, the payment of which
is made 80% against delivery and remaining amount in the subsequent month.
In June 2014 debenture interest of ¥ 50,000 is to be paid.
Income tax is to be paid ¥ 50,000 in May 2014.
OR

The Annual Flexible Budget of Niyati Ltd. is as follows : 10

Production Capacity
Particulars 60 % 75 %
4 4

Material Cost 1,20,000 | 1,50,000
Wages Cost 90,000 | 1,12,500
Factory Overheads 80,000 87,500
Administrative Overheads 75,000 75,000
Selling distribution overheads 38,000 42.500

The company is presently operating only at 60% capacity. The selling price of the
production is ¥ 6,00,000. It is anticipated that 5% reduction in selling price will
enable the company to increase its sales volume and there by enable to operate at
80% or 90% capacity.

Prepare Flexible Budget for 80% and 90% production capacity and find out profit
at each level of activity.

Explain variable expenses, semi-variable expenses and fixed expenses with
illustration. 4
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4, (a)

The following is the Standard Mix of production of product M.

Materials | Standard Mix | Standard Price
(per kg)
40% 35.25
B 60% 34.00

The standard loss in production is 10% of input. Actual production of product M

was 1800 kgs.

Actual consumption of materials and cost were as follows :

Materials | Actual Mix Actual Price
(kgs) (per kg)
850 3 4.50
B 1250 % 5.00

From the above information calculate following variances :
(1) Material Cost Variance

(2) Material Price Variance

(3) Material Mix Variance

(4) Material Yield Variance

OR
The following information is available from the records of a factory :
Particulars Budgeted Actual
Fixed overheads for April < 10,000 312,000
Production in April (units) 1000 1050
Standard time per unit (hours) 10
Actual hours worked in April 11000

Calculate :

(1) Fixed overheads cost variance
(2) Expenditure or Budget variance
(3) Volume variance

(4) Efficiency variance

(5) Capacity variance
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(b)

Gopi Ltd. wants to purchase a machine at the cost of ¥ 5,00,000. Estimated life of
the machine is 5 years. There is no scrap value of the machine. Expected rate of
return is 10%. Tax rate applicable is 50%. Estimated income before depreciation

and tax is as follows : 7
Year 4
1 2,50,000
2 3,00,000
3 1,50,000
4 3,50,000
5 2,00,000
Calculate :

(1) Pay back period

(2)  Average rate of return

(3) Net present value

Note : Present value of T 1 at 10% discount rate is as follows :

Year 1 2 3 4 5
Present value | 0.909 | 0.826 | 0.751 | 0.683 | 0.621
OR
Gayatri Ltd. provides the following particulars :
Equity shares capital (each share of I 10) % 5,00,000
10% Debentures 3 2,00,000
Selling price per unit T 20
Variable cost per unit 38
Fixed Expenses 3 80,000
Rate of income tax 50%

At present, the company sells 20000 units and the sales will increase up to 25000 units.
You are required to find out Operating Leverage, Financial Leverage and Combined
Leverage in both the circumstances.

5. Select appropriate alternative and show necessary workings : 14

)
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A company operates a process costing system. Production activity for Process-1
during the current period was :

Degree of Completion
Units | Materials Labour and
overheads
Opening stock of work-in-progress | 5000 100% 60%
Units completed 20000
Closing stock of work-in-progress 4000 70% 50%
As per Average method, equivalent units of material will be ?
(a) 22800 units (b) 27800 units
(¢) 26200 units (d) None of the above
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(2) If fixed expenses are % 1,50,000, variable expenses per unit are ¥ 10 and break-
even point is 10,000 units, then what will be the selling price per unit ?
(@ %15 (b)y T 40
(c) %25 (d) None of the above

(3) Atul Ltd. wants to purchase a machine at a cost of ¥ 3,00,000. It will earn an

annual profit of I 90,000 after charging depreciation at 10% p.a. tax rate is 50%.
What should be the pay back period from the following ?

(a) 6.67 years (b) 4 years
(c) 3.33 years (d) None of the above
(4) The following information is related to a business unit
Capacity Factory overheads
60% % 50,000
80% % 58,000
Amount of fixed factory overheads will be
(a) 24,000 (b) 32,000
(c) 8,000 (d) 26,000
(5) Data regarding production of a factory is as follows :
Standard hours 2000
Actual hours 2200

Standard rate wages per hour I 2

Actual wages paid per hour 32.50
Labour cost variance will be
(a) % 1,500 (favourable) (b) 1,500 (adverse)
(¢) 1,100 (adverse) (d) None of the above
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