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Note : (1) Figures to the right indicates full marks.

(2) Show necessary calculations as a part of your answer.

1. The standard mix for one unit of a product is as follows : 14
Material | Kilograms | Price per kg
4
A 20 6
B 30 8
C 50 12

The standard loss is estimated at 15% of the input. There is no scrap value. Actual

output of product was 15300 kgs.

Actual consumption and cost of goods were as follows :

Material | Kilograms | Price per kg
4
A 3000 5
B 5000 9
C 8000 11

Calculate following variances :
(1) Material Cost Variance

(2) Material Price Variance

(3) Material Usage Variance
(4) Material Mix Variance

(5) Material Yield Variance

OR
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The standard labour hours and rates of payments per article ‘A’ of Manish Co. Ltd

were as under :

Type of Workers | Hours | Rate per hour
3
Skilled 5 30
Semiskilled 4 25
Unskilled 8 10

The actual production was 100 articles of ‘A’ for which actual hours worked and wages

are given below :

Type of Workers | Total Total
Hours 7

Skilled 450 18000

Semiskilled 420 6300

Unskilled 1000 9000

Find out following variances :

(1) Labour Cost Variance

(2) Labour Rate Variance

(3) Labour Efficiency Variance

(4) Labour Mix Variance

(5) Revised Labout Efficiency Variance

2. The details of overhead cost for March 2018 of Gopy Ltd are as under :

Particulars Standard Actual
Hours 18,000 20,000
Production (Units) 9,000 12,000
Days 25 26
Fixed Overheads (%) 36,000 40,000
Variable Overheads (%) 18,000 25,000

AE-124 10



Find out following variances :

(1)
)

Variable Overhead Variance

Variable Overhead Expenditure Variance

(3) Variable Overhead Efficiency Variance
(4) Fixed Overhead Variance

(5) Fixed Overhead Volume Variance

(6) Fixed Overhead Capacity Variance
(7) Fixed Overhead Calendar Variance

OR

Find out following sales variances from the given data :

(1) Sales Value Variance

(2) Sales Price Variance

(3) Sales Volume Variance

(4) Sales Mix Variance

(5) Sales Sub-volume Variance

Standard Actual
Product | Quantity | Price per | Quantity Total
(Units) unit ¥ (units) | Amount ¥
A 1000 4 1200 6000
B 2000 5 2500 17,500
C 3000 6 3500 31,500
3. (a) One company intends to invest I 2,25,000 in a project, the expected scrap value

of the project after the useful life of 5 years is ¥ 40,000. Company uses straight

line method for depreciation. Rate of tax is 50%. Every year the expected “cash

flow” is ¥ 90,000. Cost of capital is 10%.

What will be the internal rate of return on the basis of 20% discount factor and
22% discount factor ?

AE-124

Year 01 02 03 04 05
Present value at 10% 0.909 0.827 0.751 0.683 0.621
Present value at 20% | 0.8333 | 0.6944 | 0.5787 | 0.4823 | 0.4019
Present value at 22% | 0.8197 | 0.6719 | 0.5507 | 0.4514 | 0.3700
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(b) (1)

(2)

(b)

4.  Maitri Company intends to purchase a machine of ¥ 12,00,000. Two proposals are
available A and B. Expected life of each proposal is 5 years. Expected scrap value is
zero in both the case. Cost of capital is 12%, Rate of tax is 50%. Company has adopted
straight line method for depreciation. The earnings before depreciation and tax of both

2)

interest.

Option : 1 Compounding is done annually at 10% p.a.

Option : 2 Compounding is done quarterly at 12% p.a.

Which of the two options would be more profitable ? How ?

Under Al table of compound interest

Find in how many years ¥ 1,50,000 will be double at 10% compounded

Mr. Rajesh wants to invest ¥ 1,20,000 for 4 years. He has two options :

—  The factor value of ¥ 1 at the end of 4 years at 10% p.a. is 1.464.
—  The factor value of ¥ 1 at the end of 16 years at 3% p.a. is 1.605.

Rima Company Ltd. has a proposal for the approval which requires initial
investment of ¥ 4,40,000. The expected scrap value at the end of 5 years useful
life is ¥ 40,000. Following is the profits of five years before depreciation and tax.

Rate of tax is 50%.

OR

Year | 11 II1 | \Y
£4 (4 (4 £4 £4
Profit before
depreciation and tax | 80,000 | 1,60,000 | 2,40,000 | 3,30,000 | 3,00,000

Find out payback period of the project.

(1)
2)

the proposals is as under :

AE-124

Year Proposal A | Proposal B
4 4
1 7,80,000 6,60,000
2 6,00,000 7,80,000
3 4,80,000 4,80,000
4 4,20,000 3,60,000
5 3,00,000 4,20,000
12

Explain concepts of ‘Compounding’ or ‘Discount’ in brief.

Which amount will convert into I 6,000 after 10 years at 6% compound
interest rate ?
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Evaluate both the proposals using following methods and state which proposal is more

profitable :

(1) Payback Period Method
(2) Net Present Value Method
(3) Profitability Index Method

OR

Ishan Co. Ltd has two proposals M and N. Evaluate both the proposals under following

methods and state which proposal is more profitable.

(1) Payback period method

(2) Net present value method

(3) Average rate of return method

Information :
Particulars Proposal Proposal
M N
Initial Investments % 6,00,000 % 6,00,000
Expected Life 5 years 5 years
Method of Depreciation | Straight line method | Straight line method
Expected Scrap Value Zero Zero
Profit after depreciation
and tax
Year: 3 3
1 25,000 50,000
2 50,000 75,000
3 1,00,000 1,25,000
4 75,000 25,000
5 50,000 —

Present value of ¥ 1 at 10% discount factor for both the proposals for 5 years is as

follows :
Year 1 2 3 4 5
Present value | 0.909 | 0.827 | 0.751 | 0.683 | 0.621

AE-124
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5. The sub-questions below are provided with more than one answers. Find out correct
(true) answer with working : (any seven)

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

2)

€)

(4)

AE-124

(a)
(b)

(c)
(d)

An unfavourable variance always indicates operational inefficiency.
Material cost variance is divided into material price variance and material
usage variance.

Favourable variance would increase the budgeted profit.

The most important use of standard cost is the analysis of variances and cost
control.

Which of the following statements is correct as regards Fixed Overhead Variances ?

(a)
(b)

(©)

(d)

There can be no efficiency variance in fixed overheads.

Fixed overhead budget variance is the difference between total fixed
overheads as per budget and actual fixed overheads.

As fixed overhead always remains fixed there can be no variance as regards
fixed overheads.

While computing fixed overhead variances, it is not necessary to work out
recovery rate.

Using following data the variable overhead efficiency variance will be as under :

Budgeted | Actual
Production (units) 2,000 2100
Variable Overheads | ¥ 40,000 < 38,000
Labour Hours 4000 4100
(a) 1000 (-U) (b) 2000 (+F)
(c) 1000 (+F) (d) 2000 (-U)

Following is the information of Radhika Ltd.
Actual Sales Quantity 15000 units
Budgeted selling price per unit ¥ 30

Budgeted total cost per unit %20
Budgeted sales quantity 12500 units
Actual sales price per unit 324
Actual total cost per unit 318
The sales margin quantity variance arising from the above data is
(a) 90,000 (U) (b) 90,000 (F)
(¢) 25,000 (V) (d) 25000 (F)
14
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(5) As per the concept of ‘Time Value of Money’ the value of money
(a) is higher in earlier years than in later years

(b) isequal in all the years
(c) 1is higher in later years than in earlier years

(d) None of the above

(6) A firm intends to invest ¥ 1,80,000 in a project. Life of the project is 5 years. It
has no scrap value. Rate of tax is 50%. Depreciation is charged on straight line

method.

The profits before depreciation and tax are as follows :
% 36,000, X 39,600, ¥ 50,400, X 54,000, ¥ 90,000
From the above data, find out average rate of return :
(a) 12% (b) 10%

(c) 15% (d) 8%

(7) Shri Nath Company is thinking to invest I 2,00,000 in a project. Return for three
years before tax is as follow : ¥ 80,000, I 90,000 and ¥ 1,60,000. Rate of tax is
50%, Depreciation is charged at 10% on straight line method.

Taking into account cash flow without discounting it, say which of the following
is the payback period ?

(a) 4 years

(b) 2 years 6 months

(¢c) 2 years 9 months

(d) 3 years 2 months

(8) Vasani Ltd. wants to purchase a machine costing ¥ 6,00,000. The scrap value after
useful life of 5 years is zero. Rate of tax is 50%. The profits before depreciation

and tax for five years in rupees is as follow :

[-2,10,000, II - 2,40,000, I1I - 2,70,000, IV — 3,60,000, V — 1,50,000
Rate of return on original investment will be as follow :

(@ 12% (b) 15%

(c) 40% (d) 42%
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)

(10)
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‘M’ Company Ltd. has invested T 5,00,000 in a project. The cash inflow of three
years is as follow respectively. I 2,00,000, ¥ 3,00,000 and ¥ 2,00,000. The
discount factor at 10% discount rate is as follow : 0.9091, 0.8265 and 0.7513.
(Depreciation and taxes are to be ignored) Which of the following is the net
present value ?

(a) 80,030 (b) 50,000

(¢) 75,600 (d) 60,900

Which of the following statements is correct ?

(a) Mix variance can arise only in case of material.

(b) Material price variance + Material usage variance = Material cost variance
(c) Labour rate variance + Labour efficiency variance = Labour mix variance
(d) Labour efficiency variance is the difference, between wages for actual hours

at standard rate and wages at actual wage rate for standard hours.
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