Professional Examination Guide By S. Ghosh                            Ph: 9903452665


1) 
Answer the following:
a) Find the BEP and the Profit from Sales of Rs.40000, when Selling Price is Rs.5, Marginal Cost is Rs.3 and Fixed Cost is Rs.10000.
b) Find the Profit, when Sales are Rs.80000, Marginal Cost of sales is Rs.60000, BEP Rs.60000 sales.
c) A company makes Rs.5000 Profit from Rs.60000 Sales. Its Fixed Costs are Rs.15000. What is its BEP?
d) A company has Sales of Rs.100000, Fixed Cost of Rs.20000 and a BEP of Rs.80000. What Profit has it made?
e) A company has a Profit of Rs.5000, Fixed Cost of Rs.10000 and a BEP of Rs.20000. What were its Sales?
2) Butterfingers Ltd. makes a product which has a Variable Cost of Rs.7 per unit. Fixed Costs are Rs.63000 per annum. What must be the Selling Price per unit, if the company wishes to:
a) Break-even and

b) Sell 12000 units of products.
3) The budgeted results for Graul Ltd. Include the following:

[image: image1.emf]Rs. P/V Ratio

Sales: G 50000 50%

R 60000 40%

A 100000 20%

U 30000 30%

L 40000 25%

Total 280000 31.43%



Fixed Overhead for the period is Rs.100000.

The Directors are concerned at the results forecast for the company. 
They have requested you to:

a) Produce a statement showing the amount of loss expected, and

b) Recommend a change in the mix of Sales which will eliminate the expected loss.
4) A company has an opening stock of 6000 units of output. The production planned for the current period is 24000 units and expected Sales for the current period amount to 28000 units. The Selling Price per unit of output is Rs.10. Variable Cost per unit is expected to be Rs.6 per unit, while it was only Rs.5 per unit during the previous period. What is the Break-even Volume for the current period, if the total Fixed Cost for the period is Rs.86000?


Assume that the FIFO is followed.
5) An X takes 20 hours to process one Machine 99. It has a Selling Price of Rs.100 and a Marginal Cost of Rs.60. A Y (a component part used in production) could be made on Machine 99 in 3 hours for a Marginal Cost of Rs.5. The supplier’s price is Rs.10. Should one make or buy Ys?
6) Toby Ltd. Is considering replacing the production of jugs by that of cups. The accountant has provided the following figures.


[image: image2.emf]Jugs Cups

(Pence) (Pence)

Material 120 72

Labour 20 6

Variable Overhead 10 3

150 81

Contribution 50

Sale price 200



Advice the Management of Toby Ltd., what the minimum price per Cup should be in following circumstances:
a) If the materials are in short supply?

b) If labor is in short supply?

7) Z Ltd. Manufactures and sells three products with the following Selling Prices and variable Costs:

[image: image3.emf]Product A Product B Product C

Selling Price 3.00 2.45 4.00

Variable Cost 1.20 1.67 2.60

(Amount in Rs. per unit)



The company is considering expenditure on advertising and promotion of Product A. It is hoped that such expenditure, together with a reduction in the selling price of the Product, would increase sales. Existing annual sales volume of the three products is:



Product A

460000 units




Product B

1000000 units




Product C

380000 units


If Rs.60000 per annum was to be invested in advertising and sales promotion, sales of Product A at reduced selling prices would expected to be:


590000 units at Rs.2.75 per unit.


Or
650000 units at Rs.2.55 per unit.


Annual Fixed Costs are currently Rs.1710000 per annum.

You are required:
a) To calculate the current Break-even Sales Revenue of the business.

b) To advise the Management of Z Ltd. As to whether the expenditure on advertising and promotion, together with selling price reduction, should be introduced on Product A.

c) To calculate the required unit sales of Product A, at a selling price of Rs.2.75 per unit, in order to justify the expenditure on advertisement and promotion.

d) To explain the term margin of safety, with particular reference to the circumstances of Z Ltd.

8) A company is preparing its production budget for the year ahead. Two of its processes are concerned with the manufacture of three components which are used in several of the company’s products. Capacity (Machine Hours) in each of these two processes is limited to 2000 hours.

Production costs are as follows:


[image: image4.emf]X Y Z

15.00 18.50 4.50

12.00 12.50 8.00

6.00 6.25 4.00

Process M 6.00 6.00 4.50

Process N 10.50 10.50 3.50

49.50 53.75 24.50

(Amount in Rs. per unit)

Component

Fixed overhead:

Variable overhead

Direct labour

Direct material



Requirement for components X, Y and Z for the following year are:



Component X

300 units




Component Y

300 units




Component Z

450 units

`
Fixed overhead is absorbed on the basis of Machine Hours at the following rates:




Process M


Rs.3.00 per hour




Process N


Rs.3.50 per hour


Component X and Z could be obtained from an outside supplier at the following prices:




Component X

Rs.44 per unit




Component Z

Rs.23 per unit 

Required:

a) Demonstrate that insufficient capacity is available to produce the requirements for components X, Y and Z in the year ahead and calculate the extent of the shortfall.
b) Determine the requirement for bought-in components in order to satisfy the demand for components at minimum cost.

c) Consider briefly any other factors which may be relevant to decisions regarding these components in the longer term.

9) AB Ltd. Manufactures a picnic table which has three components X, Y and Z. One of each being required for each table. The company is working to its full machine capacity of 28000 hours per period and the machinery used is capable of making all the components.


The tables are made in batches of 20 and data relating to current production are as follows:


[image: image5.emf]Component Machine Hours Variable Cost Fixed Cost Total Cost

X 6 15 6 21

Y 10 18 7 25

Z 12 18 18 36

28

Assembly 32 13 45

83 44 127

23

150

(Amount in Rs. per Batch of 20)

Selling Price

Profit


Over the next budget period the machine capacity cannot be increased although the assembly capacity can be increased as required. The budget for the next period is being prepared. Because sales are buoyant the purchase of one of the components is being considered and the following quotation has been received:


[image: image6.emf]Component Price

X 22

Y 28

Z 32

(Batches of 20)



The company has decided that only one component will be bought outside in any one period. The Sales Director thinks that he could sell at least 50% more tables than at present and probably 75% more provided that the production capacity was available.
Required:
a) Recommend which component should be bought outside if production is increased by 50% and how many components should be bought.
b) Recommend which component should be bought outside if production is increased by 75% and how many components should be bought.
c) Discuss what other information should influence a make or buy decision.
10) As the first Cost Accountant employed by a manufacturer of power tools, you have been asked to supply financial results by product line to help in marketing decision making.

[image: image7.emf]Sales 1200

Material 500

Wages 300

Production expenses 150

100

1050

150

(Amount in ' 000 of Rs.)

Cost of Goods Sold

Marketing cost

Net Profit



A statistical analysis of the figures shows the following variable element in the costs:

[image: image8.emf]Costs Percentage

Materials 90

Wages 80

Production expenses 60

Marketing costs 70



Below is given, as percentage, the apportionment of the sales and the variable elements of the cost among the five products manufactured:


[image: image9.emf]A B C D E Total

Sales 30 15 7 28 20 100

Materials 40 20 10 20 10 100

Wages 15 25 10 25 25 100

Production expenses 30 10 10 30 20 100

Marketing costs 10 30 20 30 10 100

Product



From the information given, you are required to do the following:

a) i)
Prepare a statement for the year showing contribution by 
products.


     ii)
Comment on these contributions.

b) Calculate the following:

i) The Break-even Sales level.

ii) The order of sales preference for additional orders to maximize contribution as a percentage of Sales.

iii) A revised mix of the Rs.1200000 sales to maximize contribution assuming that existing sales by products can only be varied 10%, either up or down.
iv) A product mix to maximize contribution; if manpower availability were reduced by 10%, but the product mix could be varied by up to 20%.
v) The percentage commission which could be offered to an overseas agent on an order of Rs.30000 worth each of products A, C and E and obtain a 20% contribution on the total sales value.

11) Bloom Ltd. makes three products A, B and C. The following information is available:

[image: image10.emf]A B C

Selling Price (Peak-season) 550 630 690

Selling Price (Off-season) 550 604 690

Material cost 230 230 290

Labour (Peak-season) 110 120 150

Labour (Off-season) 100 99 149

Variable Production Overhead 100 120 130

Variable Selling Overhead (only Peak-season) 10 20 15

Labour hours required for one unit of production 8 hours 11 hours 7 hours

(Amount in Rs. per unit)



Material Costs and Variable Production Overheads are the same for the peak-season and off-season. Variable Selling Overheads are not incurred in the off-season. Fixed Cost amount to Rs.26780 for each season, of which Rs.2000 is towards salary for special technician, incurred only for Product B and Rs.4780 is the amount that will be incurred on after-sales warranty and free maintenance of only Product C, to match competition.

Labour force can be interchangeably used for all the products. During peak-season, there is labour shortage and the maximum labour hours available are 1617 hours. During off-season, labour s freely available, but demand is limited to 100 units of A, 115 units of B and 135 units of C, with production facility being limited to 215 units for A, B and C put together.

You are required to: 
a) Advise the company about the best product mix during peak-season for maximum profit.

b) What will be the maximum profit for off-season?
12) Jelaul Ltd. Manufactures three products, the cost of which is as follows:


[image: image11.emf]A B C

Direct Material 15 19 25

Direct Labour 7 5 11

Variable Overhead 3 6 4

Marginal Cost 25 30 40

Other relevant information:

Selling Price 30 38 50

Output per day (units) 110  or 60  or 50

Product



Management wishes to know the optimum level of production. On investigation you find the followings:

If sales of Product A exceeds 50 units a day, the selling price is expected to be fall to Rs.29 per unit for each additional unit; if sales of C exceed 20 units a day the selling price is expected to fall to Rs.49 a unit; if sales of B exceed 15 units the price is expected to fall to Rs.37.

The company works an 8-hours day and it is expected that 40 minutes will be lost daily in respect of machine setting-up time.


The key factor is a shortage of machine capacity.

13) Following figures are supplied by the company :

  [image: image12.png]Products

A | B
sale Price/ Unit R5.30.00 R5.70.00
Material Cost Rs.40 R5.20.00
Labour @ Rs.0.5 houres ) 20Hrs 40Hrs

ed Cost Rs.(600+312)= Rs.912 Rs.600





Fixed Cost of Rs.912/- of which Rs.312/- only for A for special Sale Campaign. Labour is the key factor and only 1000 labour hour are available.
Required:

a. Should A or B be produced ? decide use of BEP Concept.

b. What should be the product and sales mix if minimum demand for A is 35 units and for B is 25 units?
c. If at least 10 units of each product are to be produced , what is the optimum product & sales mix ? Prepare Profit Statement in that case.
14) Kamal Bahadur Ltd. Makes three products : A , B , C and following information are available about the them.
[image: image13.png]A(Rs) B(Rs) C(Rs) ]
Selling Price 550 604 690
Material Cost 220 260 290
Labour 100 B 189
Variable Overhead 100 120 130





Fixed cost amount Rs.26,780/= of which Rs.2,000/= specially incurred only for product B and Rs.4,780/= only for product C. During the period demand is limited to 100 units of A , 115 units of B and 135 units of C with production facility limited to 215 units for A , B  and C put together.

Required : What will be the maximum profit for the Company.

15)  Variable Cost is 70% of Sale , BEP occur at 60% Capacity , Fixed Cost Rs.1,50,000/-
Required :

a. Calculate BEP.

b. Profit at 80% & 100% of Sale.
- 10 -
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				(Amount in Rs. per unit)

				Product A		Product B		Product C

		Selling Price		3.00		2.45		4.00

		Variable Cost		1.20		1.67		2.60
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						(Amount in ' 000 of Rs.)

		Sales						1200

		Cost of Goods Sold

				Material		500

				Wages		300

				Production expenses		150

		Marketing cost				100

								1050

		Net Profit						150
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				Product

				A		B		C		D		E		Total

		Sales		30		15		7		28		20		100

		Materials		40		20		10		20		10		100

		Wages		15		25		10		25		25		100

		Production expenses		30		10		10		30		20		100

		Marketing costs		10		30		20		30		10		100
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						(Amount in Rs. per Batch of 20)

		Component		Machine Hours		Variable Cost				Fixed Cost				Total Cost

		X		6		15				6				21

		Y		10		18				7				25

		Z		12		18				18				36

				28

				Assembly		32				13				45

						83				44				127

						Profit								23

						Selling Price								150






_1340839232.xls
Sheet1

				Product

				A				B				C

		Direct Material		15				19				25

		Direct Labour		7				5				11

		Variable Overhead		3				6				4

		Marginal Cost		25				30				40

		Other relevant information:

		Selling Price		30				38				50

		Output per day (units)		110  or				60  or				50
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				(Amount in Rs. per unit)

				A		B		C

		Selling Price (Peak-season)		550		630		690

		Selling Price (Off-season)		550		604		690

		Material cost		230		230		290

		Labour (Peak-season)		110		120		150

		Labour (Off-season)		100		99		149

		Variable Production Overhead		100		120		130

		Variable Selling Overhead (only Peak-season)		10		20		15

		Labour hours required for one unit of production		8 hours		11 hours		7 hours
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		Costs		Percentage

		Materials		90

		Wages		80

		Production expenses		60

		Marketing costs		70
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		(Batches of 20)

		Component		Price

		X		22

		Y		28

		Z		32
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						Rs.				P/V Ratio

		Sales:		G		50000				50%

				R		60000				40%

				A		100000				20%

				U		30000				30%

				L		40000				25%

		Total				280000				31.43%
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						(Amount in Rs. per unit)

						Component

						X				Y				Z

		Direct material				15.00				18.50				4.50

		Direct labour				12.00				12.50				8.00

		Variable overhead				6.00				6.25				4.00

		Fixed overhead:

				Process M		6.00				6.00				4.50

				Process N		10.50				10.50				3.50

						49.50				53.75				24.50
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				Jugs				Cups

				(Pence)				(Pence)

		Material		120				72

		Labour		20				6

		Variable Overhead		10				3

				150				81

		Contribution		50

		Sale price		200






