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Total Mo, of Questionzs— iTotal No. of Printed Pages—9

Time Allowod—3 Hours . Maximum Marks—1100
DoT

Miswers tn questions are to be given unly in English prcepl in the ease of candidales
who have apted for indi medium. [f a candidate who has nok opled far Bindi
medinm, answers in [indi, his answers in Elinci will not he waluoed.
Huestion Noz. 1 s compulsory,

Angwer uny five questions from the resl.

Wirking notes should form part of the answer,

tlarks

Lodud XY L has two divisions, A and B. Division A makes and salls produci A, 1
which can be sold outside as well as ho weed by B, A has a limitation on
produckion capoeity, that only 1,200 units can pass through its machining
operations in one month. On an average, about 10% of the units that A :
produces are defeciive, It may be assumed that out of cach ot that A :-:u.m:-]ilf‘:i-a,
104 are defeotives.

When A sells in the outside market, the defoctives are not returmed, sinee Lo
trunsportation costs make it unecenomical for the customer. [nstead, A's
tastomers seil the defectives in the outside market at g discount.

But when B buys product A, it has to fix it into its produoct, which is reputed
for its quality, Therefore, I returng all the defective units Lo 4 A can manually
rewerk the defectives, incurring only varviahle labour eost and sell them niside
at Rs. 1&0 and not having Lo incuy aoy selling costs on reworled wnitz, IF A
chopses nnt o rewnrk, it can anly gurap the malerial at Rs. 30 por unit, B eon
buy product A from sutside at Rs. 200 per unit, bul has o ineur Rz, 10 por

- unil =5 variable transport cost. B can insist to tts outside suppliers alzo that
it will accepl only good units,

: DoT P. T,
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A incurs a variable selling overhead only dn units (other than reworked units)
+ sold outside. The following figures are given for the month :
Varizble cost of production—Dept. & (s unit) 1E0
WVariable selling overhead {Rs.fu) ' 20
Selling price per unit in the outside market (Ha.u) 200
Current zelling price to B (Hsfu) 180
Additional variable labour cost of rewoerking dofectives [RE..I"'LI._:L 100
Selling price of reworked defectives (Ks.fn 150
Fixed coztz for the month (Hs.) ’ 36,000
Maximum demand from B at present (ne. of nnita) B30
The outzide demand can be freely had upto 900 units.
Given the demand and supply conditions, you are required to present appropriate
caleulations for the following - |
C- (i) Evalualion of the hest strategy for A in the present condition,

(i) If BB can buy only upto 540 units and the outside demand iz only 00

units, how much should A charge B to maintain the aame level of profic

as in (1) above ¥ ’

(by TQ Ltd. makes and sells a labour-intensive product. Its lahowr foree has a B

learning rate of 80%, applicable only to direct labour and not to variable b |
nverhead. :

The cost per-unit of the first product is as follows

Direct materials 10,0040
Direct labour 5,000 (@ Rs 4 per hour)
Variable overhead 2,000
Total variable cost &0, 000

T LAd. has received an order from X Lid. for 4 units of the product. Another
customer, Y Ltd. is also interested in purchazing 4 unit= of the product. PG
Ltd, has the capacity to fulfil both the ovdera, ¥ Litc. presently purchases this
product in the market for Ea, 17,200 and is willing to pay this price per unit
of PQ's product. But X Ltd. lets P choose one of the following options

(i) A price of Rs, 16,500 per unit for the 4 units it proposes to take from PG
noT
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i1i) Supply X Ltd.'s idle lahour force to B, for only 4 units of production,
with PQ having to pay only Re. 1 per labour hour to ¥ Ltd.s workers,
X Ltd’s workers will be withdrawn afler the first 4 units are produced.
Ir this case, PQ need nob use its labour for proclucing X Lid.'s requirement.
X Ltd, assures 3 that its labour force also has a learning rake af
80%. In this option, X Ltd. offers to bur the product E'rnm PG at only

i Rs. 14,000 per unit. i
b5 )
L ¥ and Y shall not know of each other's offer,
I both orders eume hefore any work started, what is the best option that Py
may choose ?
Present suitable caleulations in favour of.your argument. t
'_,E'."- iad Ret Ltd., a relail store buys computers from Comp Ltd. and zells them in 13 :
retail. Comp Led. pays Bet Ltd. a commizsion of 10% on the selling price at :
which Ret sells to the vutside market. This commission is [raid atl the end of g

Lthe month in which Ret Ltd. submits a bill for the commission. Ret Lid, sells
the computers to its customers at its store at Rs, 30,000 per picce, Comp Lid,
has a policy of not taking back computers ones despatched from its factory.
Comp Lid. sell]s a minimum of 100 r_-umputel:-:g: Lo its customere.

Comp Ltd. charges prices to Ret Ltd, as follows -
Ba. 25,000 per unit, for ovder quantity 100 units io 140 units

Rs. 26,000 per unit, for the entire order, il the quanlity is 141 to 200 units.
Ret Ltd. eannot order less than 100 or more than 200 units from Comp L.

Due to the eeonomic recession, Ret Ltd: will he forced tn offer as a [ree gifi,
a digital camera :-nc:h:nh it Bz, 4500 per picee, which is compatible with the
eomnputer. These comeras are sold by another Co., Photo Led, anly in boxes,
where each box eontains 50 units. Ret Ltd. can order the cameras anly in
boxes and Lhese cameras cannot be zold without the computer,

T BT o0
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In its own ztere, Ret Ltd, can sell 110 units of the computer. At anether far-
off location, Ret Lid. can =oll upto 50 units of the computer (aleng with its
free camera), provided it iz willing to spend Be, 5,000 per unit on shipping
cogte. In this market also, the selling price that each unit will fetch is
Rs. 40,000 per unit. . '

You are required to
{i) State what iz Ret’s best strategy along with supporting, caleulations,
(it} Compute the break-even point in units, considering only the above costs.

by What are the variouz formulae used in calealating budget ratios 7 3

9. (a) The CEO of vour company has been given the following statement showing
the results for a recent month ¢

Particulars Maszter Budget Actual
Units produced & =nld 10,0040 0,000
Rs. Rs.
Sales ~ 8,00,000 7,00,000
Direet material 2,00,000 1,84,000
Direct Wagses 3,00,000 262,000
WVariable overhaad 1,00, 0 94,000
Fixed overhend 1,00,000 08,000
Tetal Cost 700,000 6,018,000
Nr_:t Surplus - 1,00, 000 52,000 e

The standard cost of the product is as follows :

Direet material {1 kg @& Hs. 207kg) s, 2000 per unit
Direct Wages (1 hour @ Hs. 30hour) Rs. 80.00 pore onit
Variable overhead (1 hour @ Rs. lﬂhmur] Ra, 10,00 per unit

DoT
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Actual results for the month revealed that 9,800 kg. of material was used and

7,800 labour hours were recorded.

(i) Prepare a flexible budget for the month and compare with the actual i
rezults

(i} Caleulate materiol volume and variable overhead efficiency variances, z

What is dizinvestment stratepy 7 Highlight the main reasons for disinvestment. 4

What is uniform costing 7 Why is it recommended 7 4

¢ The cost per unit of transporting goods from the factories X, ¥, £ to destinations 8

A, B and ©, and the guantities demanded and supplied are tabulated below.
As the company is working out the optimum logistics, the Govt. has announeed
a fzll in oil prices. The revised unit costs are exactly half the costz given in
the table. You are required to evaluate the minimum trangportation cost.

. - T
ﬁ\“ﬂ-‘._ﬁ__ Destinations | |
R"nh_ | A B C Supply
TFactories .-&“H - :
X 15 9 By et
A 21 T G SR 1]
7 ' - & 18 g 10 ;
Demand £l I 10 10 a0
: =3

Hotel

seounting firm

ive an appropriate cost unit for each of the following service sectors :

i gnAewe ngee i e i i i i
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(vl Transport
ivi) Staff Canteen
(vii} Machine maintenance
iviii) Computer Department.

(cy A factory manager contends that the mean operating life of light bulbs of his G
factory is 4,200 hours. A customer disagress and savs it is less.

The mean operating life for a random sample of 9 bulbs iz 4,009 hours, with
a sample standard deviation of 201 hours.

Test the hypothesis of the factory manager, given that the eritical value of the
test statistic as per the table is (-} 2.896.

5. {al Bearings Ltd. makes three products, A, B and © in Divisicns 4, B and © 12
respectively. The following information is given :

i A B og
* Direct Materials {excluding
material A for Divisions B and {H 4 15 a0 Rg./fu
Dhrect labour’ 2 3 4 Rs.fu
; Wariable owerhead 1 1 1 Rs.lu
Selling price to outside customers 15 40 &0 Es.fn
Exizting Capacity 5,000 2,500 2,500 .{N-::. of unita)
Maximum External demand 3,750 5,000 4,000 (Mo, of unita) 1

Additional Axed costs that would
be incurred to install additionsal .
capacity + 24,000 6,000 18,700 Rs.

Maximum Additional units that
can he produced by additional |
capacity 5,000 1,250 2250 (Mo of unils) {

B and C need material & as their input. Muaterial A 15 available outside al
Es. 15 per unit. Division A supplies the material free from defects. Each unil
of B and O requires one unit of A as the input material.

et T

1
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If B purchases from outside, il has to pay Bs, 15 per unit, If B purchases from

A, it has to incur in addition to the transfer price, Rz, 2 per unit as variahle
cost o modify it

]

B has sufficient idle eapacity to inspect ite inputs without additional eosts,

If C gets material from A, it ean uee it dircetly, but if it gets material from
outside, which is at Hs. 15, it has to do one of the following

{i} Inspect it at itz own shop floor at Rz, 3 per unit

e

Or

tii) Get the supplier to supply inspeeted products and pay the supplier
Rs. 2 pou. as inspection charges,

r

(3ii} A has enough idle lahour, which it can lend to O 1o inspect at Re. 1 P
‘even though C purchasss from outside,

A has to fix a uniform transfer price for both B and O, The transfer price will
not be known to sutsiders and iz at the discretion of the Divizional Mznagers.

What iz the hest HLJ'EEE:-EJ.-' for each division and the ecompany as a whole ?
{b} Explain the following in the context of a network : 4
(i) Critical path
(ii) Dummy activity. -
i B. {a) Formulate the dual for the following linear program : i
- Maximise : - 100x, + 80x, + 40x, + 60x,
Subject to |
Bx, + dx, + 8x, + dx, = 140
10x, + 10%, + 2x, + 6x, = 120
i, + 12x, + Bx, + 2x = &0
| o My X, 20

10nly formulation is required, Please do not solve,)

noT P.T. .
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(b} Mame the various methods of ftting a straight line to a time series and B !

briefly explain any two of them.

fey Traditional Ltd. is a manufacturer of a range of goodz, The cost struelure of

:te different produets is as follows

=1 ]

" Particulars Product Product T Product
R L B g
. Direct materials a0 a0 40 Halu
Direct labour @ 10 Bs. hour an 40 - A0 Rsdfu
_‘Production overheads 30 40 B0 Bslu
Total Cost 110 120 140 Rs.lfu
Guantity produeed 10, L0 20,000 20,000 Un'tt.s;

Praditional Lid. was absorbing

hours. A newly appointed
company should introducs
cost poole as follows:

management
ABC zystem

pverheads on the basis ol dircet labour
acenuntant has suggested that tho
and has identified cost drivers anil

Activity Cost Pool

Coet Driver

Aggociated Cnzt

:i _ Stores Receiving Purchase Requisitions E,BE,ﬂD[JP
Inapection Number of Production runs 8,594,000

Dezpateh Opders Executed 9 10,000

Mauhilﬁe Setup Mumber of setulljs 12,010,000

The following information

is also supplied :

Détails " Product A Produet B Product ©
™ Nao. of Setups B0 390 450
* No. of Orders Executed 1E0 a7 a0
Mo, of Production runs T80 1,050 1,200
Mo, of Purchase Reguisitions 300 4410 GO
You are reguired to caleulate activity based production cast of all the thres
products. ; s
noT 2y Doy
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7. (a) Vikram Ltd. pmducéa 4 products using 3 different machines. Machine capa city T

is limited to 3,000 hours for each machine. The following information is nvailable
for February, 2009 :

Products A I C o

Contribution (Sales-divect material) Re. 1,500 1,200 1,000 600

Machine Hours Required/Unit :

Machine 1 10’ 5 2 ] 3
Machine 2 10 9 3 15
Machine 3 10 3 1 1.4
Estimated Demand (units} 500 200 200 200
From the above information vou are required to identify the bottleneck netivity
S and allocate the machine time,
&b] Explain the cssential features of Life-cyele costing. 5 ]

i¢) Bxplain briefly the concepts of Opportunily cests and Relevant costs. !

Dot




