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Answers to questions are to be given only in EngHsh except in the case of candidates who 

have opted for Hindi Medium. If a candidate who has not opted for Hindi Medium, 

his/her answers in Hindi will not be valued. 

Question No. 1 is compulsory. 

Answer any four questions from the remaining five questions. 

In case, any candidate answers extra question(s)/sub-question(s) over and above the 

required number, then only the requisite number of questions first answered in the answer 

book shall be valued and subsequent extra question(s) answered shall be ignored. 

Working notes should form part of the respective answers. 

Wherever necessary, candidates may make appropriate assumptions and 

clearly state them. 

No Statistical or other table will be provided with this question paper. 
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1. GL Ltd. is a multiproduct manufacturing concern functioning with four 20 

divisions. The Electrical Division of the company is producing many

electrical products including electrical switches. This division functioning at

its maximum capacity sells its switches in the open market at � 25 each. The

variable cost per switch to the division is f 16.

The Household Division, another division of GL Ltd., functioning at 

70% capacity asked the Electrical Division to supply 5000 switches per 

month at the rate of , 18 each to· fit in night lamps produced by it. The total 

cost per night lamp is being estimated as detailed below ; 

Components purchased from outside suppliers 

Switch if purchased internally 

Other variable costs 

Fixed overheads 

Total cost per night lamp 

f 

50.00 

18.00 

40.00 

21.00 

129.00 

The Household Division is marketing night lamps -at a price of , 130 

each, with a very small margin, as it is doing business is a.very competitive 

environment.Any increase in price made by the division will push out the 

division from the market. Therefore, the division can not pay anything more 

to switches if they are supplied by the Electrical Division; Further, the 

ZHGR 

•

         CCI Online Coaching 
www.CAclubindia.com/coaching 
            1800-3000-0505 



         CCI Online Coaching 
www.CAclubindia.com/coaching 
            1800-3000-0505 

User
Rectangle

User
Rectangle



(4) 

ZHGR 

The furnace operation is a bottle-neck in the process, The company is 

running at 100% of capacity. The company wants to improve its 

profitability. The variable conversion cost is f 100 per process hour. The 

fixed cost is f 48,00,000. In addition, the Cost Accountant was able to 

determine the following information about the three· products (grades). : 

Super Grade Good Grade Normal Grade 

Budgeted Units Produced 6000 6000 6000 

Total process hours per unit 12 12 10 

Furnace hours per unit 6 5 4 

Unit Selling Price , 3600 f 3400 t 3000 

Direct Material cost per unit f 2100 , 1900 f 1720 

The furnace operation is part of the total process for each of these three 

products. Thus furnace hours are the part of process hours. 

Required 

(i) Determine the unit contribution margin for each product.

Marks 

s 

(ii) Give an analysis to determine the relative product profitability, 5 

assuming that the furnace is a bottleneck.

(iii) Management wishes to improve profitability by increasing prices on 10 

selected products. At what price would super and good grades need to

be offered in ord�r to produce the same relative profitability as normal

grade steel ?
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(ii) The products are sold in two sizes - large and medium. The sales

mix of each size was 50:50 so far. Now it is planned that the

sales will be 40% of large and 60% of medium. The medium

packs and large packs have a contribution of f 10 and f · 8 per

pack respectively. The budget proposes to raise the price in such

a 'manner that the contribution per pack will increase by f 0.60

for each size.

(iii) There will be an additional expenditure on sales promotion worth

( 78000.

(iv) The company proposes to save f 9000 by saving on interest cost

in the coming year by better financial management.

You are. required to draw a profit improvement plan in financial terms 

and spelling out separately the effect of various factors on profit. 

(b) MNP Co. Ltd. makes digital watches. The company is preparing a.

product life cycle budget for a new watch. Development on the new

watch is to start shortly. Estimates for new watch are as under:

Life Cycle units manufactured and sold 2,40,000 

Selling Price Per Watch (f) 500

Life Cycle Costs : 

R&D and design cost (t) 80 Lakh

Marks 
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